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The Canadian Conversion Loan of 1958 Henry N. Goldstein
and its Aftermath

Froa July 1L to September 15, 1953, the Canadian Goverrment
carried out the largest single debt-management operation in its history —-
the Conversion Loan of 1958. 7The decision to undertake such a massive
debt lengthening scheme was taken very suddenly and the necessary de-
tailed procedures were asapped out in a few short weeks. A number of
factors combined to persuade the aitnorities to attempt their bold
refunding campaign. First was the fact that a large portion of the total
marketable debt consisted of five Victory Loan issues put out during
Jorld War II and due to mature at various intervals between 1959 and 1966.
Because each of these issues carried a 3 per cent coupon and was widely
distributed among small investors, it was more expedient to include them
all in a single conversion offer rather than attempt to convert only
the shorter-term issues, In tudis way, all wartime purchasers of out-
standing Victory bonds would have the sane opportunity for converting
into new securities on favorable terms. In the second place, the
Goverrment's record peacetime cash deficit, combined with the large
refunding requirements of the next seversl years, promised to strain the
capital market severely unless the Bank of Canada allowed the money supply
to expand to a dangerous extent. inally, the recently demoralized bond
market gave no convincing clues as to the level at which new long-term
issues could be successfully floated. On both political and economic
grounds, therefore, a giant campaizn to persuade investors to exchange
their near-maturity holdings for longer-dated bonds was judged superior
to a piecemeal refunding process.

The Conversion Loan succeeded in shunting %5.8 billion out of
6.4 billion of eligible Victory loan bonds into longer-term maturities.
But at the same time, it involved a large scale monetization of govern-
ment securities by nonbank investors; an immediate "conversion cost!
to the Canadian Treasury of $72 million;l and increased interest
vayments by the Federal Govermment for the next two or three years of
«+58 million a year.2/ The question of whether the results achieved
were worth the costs_incurred has recently been revived in the
Canadian Parliament.’ Spurred by the current record levels of Canadian
money market and bond yields both opposition parties have attacked the
Govermment's initiative in undertaking the conversion loan. According
to these critics the conversion loan:

1/ Of tais amount _[}3 million was for "cash adjustment payments" to
investors who converted; ;27 million for issuing fees and commissions paid
to bond dealers; and 2 million for advertising and administrative costs,

g/ In the long run, however, the operation may have reduced the total
carrying charges on the Canadian national debt.

3/ See House of Commons Debates, Official Report, April 27, 1959,

pages 3063 to 3099.
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-2 - The Canadian Corversion loan

(1) "Materially reduced tie capacity of the Bank of
Canada to carry out open market operations in short-term
gecurities";

(2) Duped "less experienced investors into lending their
savings at rates which subsequently have been shown to bear no
relation to the real market value," while furnishing a windfall
to market professionals;

(3) Led to an "undue expansion of tihe money supply";

(L) Increased the long-term bond portfolio of the Bank
of Canada to sucii an extent that the Bank's long-tem
holdings "are a dead weight overhanging the market" and ". . .
undernining confidence in the stability of long term bonds . . oM
and

(5) "Saddled this country with a base interest rate of
some L-1/2 per cent for the next 25 years,"

These charges represent an attempt to make the present
Canadian Govermment "responsible" for the rise in interest rates and
the concomitant fall in the prices of outstanding govermment bonds since
the Conversion loan. The political motivation behind the opposition
barties' cnarges is obvious; nevertheless, they do prompt a reconsider-
ation of the Govermment's claim that the Conversion was a great success.

The conversion's economic and financial bacxground

«hen the conversion operation was suddenly announced on
July 1L, 1958, Canada possessed a large quantity of unemployed resources.
The petering out of the investment boom in her raw materials exporting
sector together with the near completion of several big investment
projects, i.e., the St. Lawrence Seaway, the trans-Canada pipeline and
various public utility expansion programs, had left a wide margin of
idle labor and capital equipment. This margin existed in svite of the
Government's spending increases and tax cuts which in the first half of
1958 had succeeded in maintsining and even in raising consumer incomes
and had generated an unprecedented expansion in low income houring.
Assisted by this program, economic activity declined by less and began
to recover sooner than in the United States. Nevertheless, in mid-July,
there was no clear indication that jobs in Canada would increase suificiently
to ensure a satisfactory level of employment in the next 6~12 months.

In view of the existing slack in the economy as well as the
uncertain prospect for a rapid improvement in the near future, a debt
management policy designed to increase the private sector's liquidity,
reduce interest rates and encourage consumer and investment spending
would have had short run attractions.
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-3 - The Canadian Conversion Loan

“ But to have adopted this sort of policy would have been to
overlook developments in the Canadian bond market. In April 1958, a new
%950 million government issue for delivery on ifay 1 was, in effect, re—
Jected by nonbank investors who refused to add to their portfolios of
-goverment securities on the terms offered. Although a good portion of
the long-term bonds in the new issue}/ were bought by nonbank investors,
the latter's total holdings of marketable government securities fell by
#100 million in the two months following the new issue. The market's
behavior dampened the Bank of Canada's hope that the federal deficit
would be financed outside the banking system, In Canada, as in the
United States, expectations of heavy federal borrowing coinciding with
business recovery, a renewed concern over a shrinkage in the real value
of the dollar, and aporehension over the effects of central bank action
to limit future inflationary pressvres all tended to weaken the bond
market.

The market's changed attitudeﬁ/ forced the Bank of Canada to
enable the chartered banks to absorb the new issue, Consequently,in the
second quarter of 1958 the Bank increased its own holdings of government
securities by $133 million. This action allowed the chartered banks
to buy large amounts of short- and medium-term issues on tradeouts from
the general public and also to purchase the greater part of the new
#ay 1 issue. As a result, the Canadian money supply (including savings
deposits) rose by 3562 million or at an annual rate of 20 per cent in
the second quarter of 1958.

- The details of the conversion offer

Convinced that market conditions precluded the siuccessful sale
of new long~-term bonds and concerned over the inflationary danger of
financing the deficit by security sales to the banking system, the
authorities decided upon a massive conversion operation. Its aim was
to remove the heavy concentration of near-maturity govermment issues and
so clear the short end of the market for new cash issues during the next
12 to 24 months. The conversion gave investors the opportunity to
exchange five Victory bond issues maturing during the next eight years
into four longer issues maturing over the next 25 years. The scale
of the operation is revelaed by the fact that issues eligible for
conversion amount to 55 per cent of Canada's marketable debt.

The conversion terms offered were quite generous. Yields
on the two shorter conversion bonds maturing ir 3-1/L and 7 years

1/ The new issue was dividedinto 200 million of 1l~month bonds,
$L00 million of 3-year bonds, $200 million of l2-year bonds and $150
million of 20~year bonds. Six hundred million of the new issue was
to refund maturing debt, ‘

2/ From October 1957 until mid-April 1958, the nonbank market for
government bonds was strong, (See Bank of Canada, Annual Report for 1958,

page 24,)
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S g The Canadian Conversion Loan

were close to  market yields at the time of the conversion announce-
ment, but yields offered on the two longer conversion bonds, to mature
in 1l years and 25 years, were about three-eighths of one per cent
above existing market vates, In addition, investors who exchanged for
the new bonds received an immediate tax free cash adjuastment payment 1n
most instances, These bonus payments were designed to encourage the
investor to go long on his exchange. Thus an investor exchanging a
+1,000 Victory bond maturing in 3 months for a 21,000 Conversion bond
maturing in 3-1/2 years received a bonus of .9. 90, but if he exchanged
for a Conversion bond maturing in 7, 1 or 25 years his bonus amounted
to 4.19 a 90,_,,/

Conmissions paid to bond dealers were also designed to brlng
about a maximum shift into the longer-term issies, For example,; for
handling a conversion into the new 3-1/L year issue the Govermment
paid a commission of only one-quarter of one per cent but for the new
25 year issues where, as the Yinister of Finance put it, "the harder
selling is," it paid a commission of one per cent.%

Nlo energy was spared in advertising the conversion. Investnrs
were urged to convert botn because it was in their self-interest and
because it was an act of patriotism which would "mean the achievement
of a great Canada." The Prime iinister and the iinister of Finance
made nationwide television and radic appearances explaining and

boosting the operation; full page newspaper advertising and numerous
spot appeals cn radis and television were employed, and a separate
mailing was made to every household in Canada,

Technical problems posed by the conversion; their "dual market" solutioﬁ7 

The magnitude of the conversion operation and the large Vlctory
holdings of a relatively few institutional investors presented certaln '
difficulties. First, there was the problem of avoiding a chaotic bond
market. Large institutions could not, in equity, be denied the optlon
of selling their Viclory holdings for cash or of buying Victoriee for
conversion purpcses. But to allow them to do this in a "free" bond marxet,
was, it was thought, to run the risk of violent oscillations in bond

1/ These sums do not include the spot payment of accrued interest for
any Victory bonds which the investor decided to convert. The new con-
version issues were all dated and paid interest from September 1, 1958

2/ For conversion into the new T7=-year issue the commission was oneuhalf
of one per cent and for the new lyear issue it was three~fourths of
one per cent. Commissions for the conversion of holdings of large
institutions, placed on a special list, were one-half of cne per cent
for the three longer conversion issues, and one-fourth of one per cent
for the 3-1/L year issue.
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1?&3. Sales of Victories for cash by a large institution might 1eadw
: o owballing downtrend in bond prices which might suddenly be '
" reversed by extensive purchases by some other 1ust1tut10n.

: Secondly, there was the commission problem, To allow the
<n~same commission rate for the conversion of all holdings would have

»4been inequitable because dealer costs were sure to vary inversely w1thf

~ the size of tne holdiing converted. It would have been possible, of

- course, to set up a scnedule varying commissions inversely with portfollo
size, but this would still have permitted competition for tae conversion
of large holdings and encourazed under-the-counter deals between manavers
of large portfolios and individual dealers.

Io eliminate the risk of large day-to-day movements in bond
prices and to avoid cutthroat dealer competition, it was decided to
adopt an "exempt list" arrangement, Wade up in advance of the conversion
operation, the "exempt list" was composed of some 1,200 investors who
were thouszht to be relatively large holders of Vlctory bonds. By
agreement between bond dealers and the Bank of Canada, all conversion
transactions with names on the list had to be made through representa-
tives of a lNational Committee of Bond Jealers. The commissions received
for sucn conversions were prorated among dealers according to a
preagreed formula,

Individual dealers were allowed to sell Victory bonds to
exempt list institutions provided the latter agreed to convert their
purchases. However, if an exempt list institution desired to sell
some or all of its Victory bonds, it had to deal with representatives
of the National Committee and could make the sale only at a fixed pr1ce.l/

The upshot of these arrangements was the creation of two
separate markets for Victory bonds. In one market, potential sellers
consisted exclusively of the exempt institutions and there was only
one buyer, the Bank of Canada. Prices in this market were fixed. In
the second market, the sellers were all other holders of Victory bonds
and the buyers included the exempt list institutions as well as all
other interested parties. This second market was a "free market" in that
the Bank of Canads did not atteapt to determine its transaction prlces.

1/ Fixed in advance of the actual conversion operation by agreement
between the authorities and representatives of the bond dealers ascoci-
ation. Apparently, the Bank of Canada stood ready to absordb any such
sales from the National Committee at these prearranged prices, which
were to be unchanged throughout the conversion., It is not clear whether
or not the Bank also stood ready to sell at these prices.

NOT FOR_PUBLIGATION
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- The rationale for pegring bond prices during the conversion

Immediately after the conversion announcement, the free

/xmar?et price of Vlctory bonds appreciated sharply becavee of the beneflts

ch their ownership conferred. In the next week, however, the already

ffal ering United States bond market went into an even more severe de-

cline making the conversion offer appear less attractive than it had
scemed initially. Consequently, there was a reduction in the appreclatod
values of the Victory issues sold on the "free market,"

This development discriminated in favor of exempt list in-
vestors since the fixed price at which they could sell their bonds
exceeded the free market price at which others had to sell., Lxempt
list investors who wanted to convert found it proifitable to sell their
Victories for cash at the pegged price and then, after waiting until
they believed the free market price had reached its lowest level, to
buy Vieteries on the free market for conver81on._/ Besides favoring
large investors, this situation "was increasingly causing delays in
conversion as some investors held off to see if they could obtain better
terms. . « «"2/ This situation was corrected on August 7 when the Bank
of Canada an?ertocd "to make markets in all maturities of government
securities®3/ From this time to the end of the conversion, the Bank
pegged all Victory issues at prices which made the "free market" prices
of Victory issues equal to the prices that nad been set for sales by
exempt list investors.

The Bank's action had the effect of stabilizing the entire
Canadian bond market -- both govermnment and nongovernment issues -- at
a time when bond prices in the U.S. were declining sharply. Investors
who believed that the Bank of Canada would be unwilling to continue its
supporting operations after the conversion ended and who believed that
the Bank's withdrawal would lead to a sharp downward adjustment in
Canadian bond prices thus had a great incentive Lo move from bonds
into cash, The continued decline of the U.S. market as the conversion
progressed nheightened this incentive.

As a consequence the Bank of Canada's support operations led
to a rapid monetization of the general public's holdings of government
bonds, To reduce the inflationary effect of its Victory bond purchases,

l/ These purchases by exempt 1list investors on the free market tended
to raise free market prices to the levels set on the fixed market. But
this effect was not strong enough to remove the price disparity. '

2/ From a statement by the Minister of Finance in Parliament. See
House of Commons Debates, Official ieport, September L, 1958, page L601,

5/ Benk of Canada's Annual ieport for 1958,
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“the Bank made large sales of Treasury bills but these sales only

sacceeded in partially offsetting its net purchases of bonds.

~ Central bank support of the bond market did not disappesr
mnmedvately after the end of the refunding in mid-September., Indeed,
net purchases by the Bark and Government accounts together in the
week ending September 2} were larger than during any single week's neb
purchases ﬁurlng the operation itself., In October, however, totsl
security sales by the Bank and Government accounts equaled total
purchasss. As a result of this withdrawal of support, most Canadian
bond yields during October gradually moved upward to recover their
usual margins over comparable United States yields. The adjustment
back to a "free market" was completed on dovember 5 when the Barnk with-
drew its standing bid prices for the two longest-term corversion bond
issues and,in response, the market prices of tnese two issues fell
2.3 per cent end their yields rose by 18 basis points in a single weeks

The formal results of the Victory Loan

In spite of the volume of the Bank's net security purchases,
the conversion succeeded in substantially lengthening the average
maturity of the uarketable government debt held by the general public.
As the last line of Teble 1 indicates, this lengthening amounted to 6
years, 9 months which is a considerable achievement from a debt-

management point of view.

The issue-by-issue transfer of short-term Victory bonds into
longer~term issues accomplished by the conversion operation is shown
in Table 2. These "official results" of the operation, which disregard
the shift that occurred during the period in the ownership of the
public debt, have been well summarized as follows:

In the two-month campaign over 90 per cent of the
@6,&16 million of eligible issues were converted, cliearing
away 900 million of bonds maturing in 1959, »1,100 million
maturing in 1960 and a further substantial amount in the
immediately succeeding years. More than ,3,500 million
of the Victory Loan maturities was shifted out to 1972 and
1983, The average maturity of the Government's marketable
securities outstanding was increased from 6 years and 2
months to 10 years_and 7 months in the period from July 15th
to September 15th.li ~/n

1/ Bank of Canada, 4nnual Report for 1958, page 28.
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Echamiggyecovery since the conversion

From the latber part of June, when the conversion was first
contemplated, through October 1958 (a month after it ended) Canadian
economic activity remained relatively sluggish. Since November, however,

a rapid and continuous improvement has occurred. Industrial production,
seasonally adjusted, rose at an average rate of 1.4 per cent a month

in the four months from October 1958 through rebruary 19593 at the same
time unemployment, seasonally adjusted, fell from 7.9 to 5.7 per cent

of the labor forceéy,ﬁn exceptional demand for general bank loans in

iarch and April together with a variety of business reports indicate that
this improving trend in output and employment has continued to the present.

Consumer spending has been the leading force behind the re-
covery. Acceptance of the 1959 auto models has been particularly good
and purchases of appliances and heavy household goods, stemming partly
from the housing boom sustained since later 1957, have also been heavy.
In addition, the recent growth of bank loans suggests that business
inventories, whose depletion was a major factor in the recession, are
once more being built up.

Monetary developments since October ;958 -= According to
Governor Coyne, "By early October (1958) a sufficient degree of expansion
of the money supply had taken place to make possible the financing not
only of full recovery from the recession but of a considerable degree
of renewed economic growtn thereafter."?/ Bank of Canada operations
since October have faithfully reflected tais view, In spite of the
continuing exvansion of the Government's funded marketable debt, amounting
to &L 70 million from September 30, 1958 to iay 20, 1959, the money
supply, including savings deposiis, has actuaily been reduced by %78 million.

Restraining the money supply in this way in the face of a
continuing government debt expansion and a growth of chartered bank
1 oans has meant that the general public has had to be induced to make
large additions to its government security holdings. The price
required to bring this about has been a rapid rise in market rates of
interest, especially at the short end of the market where pressure
exerted by the Government's postconversion borrowings and chartered
bank security sales to accommodate their increased loan demand has
been concentrated. Table 3 illustrates the more rapid rise in interesv
rates in Canada than in United States for all maturities in this period.

The goverrment securities which have been absorbed by the
general public since the end of the conversion have come from four sources.

1/ By mid-larcy, seasonally adjusted unemployment was down to 5.5 per
cent of the labor force.
2/ Bank of Canada, Annual Heport for 1958, page 5.
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These are (a) the Government's supply of new securities to finance its
deficit; (b) sales on the open market of securities held by the
govermment accounts, (particularly the unemploynent security fund);

(c) sales by the Bank of Canada; (d) sales by ihe chartered banks, The
magnitude of the net sales to the nonbank public from each of these
sources is shown by Table L, From tie end of September 1958 through
April 1959, the Govermment's total marietable debt increased by $280
million; at the same time, goverrment accounts sold (net) ,291 million
in securities, the Bank of Canada sold (net) .106 million, and the chartered
banks sold (net) .655 million. Holdings of nonbank investors, as a '
result, rose by .1,332 zillion in this 7month period.

In April, as Table i shows, the chief direct source of pressure
on the market was the very large volume of security sales by the chartered
banks which were faced with a surging demand for loans. Reportedly,
by early llay the banks had liquidated nearly all of their short-dated
government bonds. Because scles of longer-term issues would lead to
significant capital losses, the banks announced in mid-May their jeint
intention to avoid "eny significent further increases in the over-all
total of bank loans."l/ As the 6 per cent maximum which the banks may
legally charge for loans leaves a large margin of demand by credit-
worthy borrowers, the banks have a severe credit rationing problem which
will intensify if economic conditions continue to improve.

The conversion operation in retrospect

The claim that the conversion was a "success" rests on the
belief that the debt-management problem of the Canadian Government has
been appreciably eased by the lengthening of the debt's maturity dis-
tribution which was achieved. Even with the reduction in the Governmment's
refunding needs, bond prices have dropped rapidly since October. How-
ever, if there had been no refunding it seems likely that a still
greater weakening would have occurred, .hether this weakening would
have been intolerable is a question which by its nature cannot be given
a firm answer,

The main grounds on which the conversion operation seems
vulnerable to criticism are: (a) that the basic decision to peg the
bond market was an error; (b) assuming that a pegzing policy was
required by the nature of the market, that the autiorities misjudged
appropriate support levels; and (c¢) that longer-~term issues were
supported for an excessive period after the refunding., As we have
seen, the guarantee of fixed prices for sales by exempt list institutions
led the authorities to fix prices for all investors. {ihen bond prices

1/ From a statement by Ulric roberge, President of the Canadian Bankers
Association, as reported in the Canadien Daily News Summary, iay 15, 1959.
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.~ﬂin the Unxted States weakened further during and immediately after
.» ;3canvers1on the prices set for Victories by the Bank became =
reasingly unrealistic. Had the Bank's purchase prices been varied
it changing market conditions, much of the monetization that
/eccurred might have been avoided.

The continued support of the two longer-term conversion. 1ssues fdr
six weeks after other bond prices had been permitted to move freely has never
been 01fl€lally explained. As the passage below hints, the authorities,
at one galnt, may have hoped that tney could continue to support these

particular issues for a lengthy period with no harmful results. If this
lope did exist it was soon dashed by market developments: ,

". « o by the beginning of Hovember the strong downward

movement of other bond prices . . . made it clear that

the prices of the long-term Conversion issues could not

be maintained at prevailing levels without a dangerous

degree of monetary expansion and central bank purchases

were discontinued.“}/p

Cf the specific criticisms listea in the beglnnlng
of this paper, only the first three need be taken seriously. The first,
which claims that the refunding crippled the Bank of Canada's ability
to carry out open market operations has been effectively refuted by the
way in which, since the refunding, the Bank has rebuilt its Treasury blll
portfolio and yet managed to keep the chartered banks from increasing
their total assets. This claim is further weakened by the consideratidn
that from a mechanical point of view. the Canadian Treasury could aIWays
have provided the Bank with short-term securities by means of 1nternal
debt transactions.

The second charge worth serious consideration is more difficult
to refute. It argued that the Government's promotiof campaign and the
central bank's support operations had the joint effect of inducing less
experienced investors to convert at a time when market professionals were
astute enough to remain liquid. In defense, it could be argued that a
security buyer always faces the risk of a capital loss on his 1nvestnent,
and that no one could be certain that bond prices would fall after the
refunding. MNonetheless, there is evidence that small investors did not
appreciate the significance of the narrowing gap between Canadian and
United States bond yields during the refunding.

The third criticism which indicated that tne conversion led to
an undue expansion of the money supply has been admitted by the Governor
of the Bank of banada.g/ Since the conversion ended, however, the ;1rm

l/ Bank of Canada, Annual Report for 1958 page 31.
2/ Ibid., page l.
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“*«”FfA final related crltnclsm of the operatlon 13 that 1t ,alle
educe the h1fnly,,, i banks. iur

' gsr~germ conversxon,xssae, after the “efznﬂlng, th , i
lers of long~dated govermment issucs. They were thus in a good p031t10n
meet the rise in loan demands that has occurred since Becember 1958.~f~»u¢11

i : ’ Sznee last fall, however,
'»;;5thiir 11 f;dlﬁy by selliﬁg*ireasu” bllls and saort—dated nonds to
: nd their loans. By Yay 6, 1959, the banks' ratio of liquid assets
%o deposits was 15.6 p «;centl/ compared to a ratio of 17.7 per cent
~ for the month of October 1958, In addition. bond sales in this same
»@jperzo& reduced their ratio of goverV nt bonds to total deposmts frcm,w
23.0 per cent dovm to 19.L per ¢ Tris redu
‘and virtual liquidation of near~da, yonds led the banks in early %ay,
to announce their intention of meeningﬁthelr loans from expandlng .
further. This annnuncement reveals the taut coantrol which the Bank
o of Canada now possesses over the volume of bank loans as well as over
I’; }{,Tthe total money supnly. In the 1955-57 boom, the 3ank did not achie
W this degree of control until the middle of l9f6 a much later phas
the cycle than Canads appears to have reached at the moment.

7 The banks have an agreameat With the central bank to ﬁalntaln a
minimum 15 per cent ratio o: licuid assets to leposits. ILiquid assets
for this purpose are defined as deposits with the central bank, Treasu’y,
bills, and day-to-day loans. o

2/ At the postwar low point at the end of 1956, bonds were only
15.0 per cent of total bank deposits.
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Table 1

Government of Canada Direct and Guaranteed
_Securities held by Nonbank Investors

(In millions of dollars)

bs =t ___Increase or Decrease () during
Dao, 33 TRt
1958 10 % S

Treasury bills K15 -5 - 80 95

Other market issues
Over 2 & up to 5 years 413 - b <397 - WL - Q2
Over 5 & up to 10 years 693 - 60 150 -1,321 - L6
~ Over 10 years 3,559 317 =116 2,180 - 26

et’-al morket issues 6,073 89 <135 ~ U35 509
~ (bonds ¢ Treasury bills)
Cenada Savings Bonds 2,895 -93 -85 - 84 508

Total 8,968 - L4 -220 - 52 1,018

L mos,

Average maturity of 13 yrs. *11. +2 +6 yrs. -1 yre
maricet issues held L mos,. mos. mos. 9 mos., 6 mos.

Source: Bank of Canada "Anmual Report of the Govermor to the L inister
of Finance," for the year 1953, page 30,
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Table 2

Results of Conver51on.Loan_/

(Par val&es in mllllons ot dollars)

g Converte
,-Bec.,l' “Sept,l Sept.l»»«SQthl
1961 1965 1972, 198

9l 58
LL7

' Sept. 1, 1961-66

Total

= ;/ The 1962 issue of Vlctory Bonds Was not ellglble fcz-exnhange >
~ shortest Conversion issue and 1963 and 1966 Victory Bonds were not eli
~ for conversion into either of the two shortest Conversion issues.

Source: Bank of Canada "Anrmual Report of the Governor to the ulnlster
of Finance," for the year 1958, page 28,
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Thble 3

Recent Yields on Comparable Canadian and
U.5. Government Securities

(Per cent per annum)

Jan. 25, Sept. 10, Dec. 31, Feb. 25, ﬁéyéo,

1958 1958 1958 1959 1959
91 day Treasury billsl/Can. 1.72 1.94 3.49 L.07 Jrs.os ¥
Difference 0.71 ~0.42 0.80 It -2 13 -
2 to 2-1/2 year bond2/~ Can. 3.28 3.02 L.56 5.00 “4,5}37
U.S. 1.87 3.23 3.1h 3.h7 3.717
Difference 1.01 0.21 T:EE 1.53 1755
8 to 9-1/2 year bond3/-Can. 3.53 3.6L L.u8 L.71 ~h;90i v
. U.5. 2.38 3,67 3.9 3.8,  L.32
: Difference 0.65 -0.03 0.54 0.87 0.50
20 to 21 year bondli/-can, 3.89 4409 boii2 bk L.89
UoSo 3»27 3-79 3-83 3:85 : lt.09

Difference 0.62 0.30 0.59 0.69 0.80

w— ¢

1/ Average of tender rates at date naarest’?ednesday shown, '
2/ Canada 3 per cent December 15, 1960. U.3. 2-1/8 per cent November 16, 1960.
3/ Canada 2-3/l per cent June 15, 1967-68. U.3. 2-1/2 pcr cent
December 15, 1963-68,
L/ Canada 3-1/L per cent, October 1, 1979. U.5. 3-1/L per cent
June 15, 1978-83.
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Table 4

Changes in the Government of Canada's
liarketable Funded Debt

(¥illions of Canadian dollars, par value)

Total Held by: —
market Bank of Goverrment Chartered General
debt Canada accounts banks publi;
1958 - I +198 - 25 - 80 +214 + 89
II +318 +133 -158 +478 -135
- III +392 +176 + 92 +560 1436
3 . v + 97 - 77 + 37 -373 +510
1959 - I +186 - 66 -112 - 12 +576
April - 3 + 37 - 16 =270 +216
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