
REPORT TO THE SECRE'I'ARY O F  THE TREASURY 
FROM THE U . S .  GOVERNMENT AND FEDERAL 
AGENCIES S E C U R I T L E S  COMiMITTEE OF THE 

P U B L I C  S E C U K I ' T I E S  A S S O C I A T I O N  
January ? i I i  1985 

Dedr Mr. Secretary: 

When this Committee last met witti you at the end of October, 
there was a great deal of concern as to the status of the economy. 
sone analysts were even forecasting the beginning of a recession 
during fourth calendar quarter, 

It now appears that those forecasts were unduly pessimistic, 
While there was a considerable slowdown in the second half of 1 9 8 4 ,  
the fourth quarter GNP growth came in bttter than expected at 3,Y%, 
However, this growth is not spread evenly throughout the various 
sectors of the ecoiiomy. 

Defense and high-tech industries have continued to prospcr 
while agriculture, textile, energy and export businesses are 
depressed. Rut-o sales have held up q~iite well hiit housing has 
been slow to respond to lover interesC rat.es, Recently, merchants 
have had to cut prices to keep goods moving 

News on inflation has he<?n quite good, Rhile the strong dollar 
has made a significant contribution to the lower level of inflation 
and facili.tat:ed t.he financing of the public debt, it has adversely 
affected the cnrnpeti tiveness of domestically produced goods, 

With the economy growing at what appears to be a sustainahie 
rake of 4-58 and the easier monetary policy of recent months, 
interest rates have declined in all maturity ranges over the last 
three mont-hs, Short rat.es have declined about 1 1./2 percentage 
points, intermediates about I pi?rcent;age point and long rates 
112 percentage point. 

Investors eei.iii to iiave lowered their prception a!; to the 
iii?gi"?e r ~ t  fiiiiire inilatioir and a c e  more willing to extend matilrities. 
While the market continues to be concerned about the size of the 
budget and balance of payments deficits, it should he quite re- 
ceptive t ~ o  this quarLer1.y financing. 

Built i n t o  this Psvorble market: psychology is at least 
some degree of hope tllat s o m e  constructi.ve deficit reduction will. 
6 .  a place in the next few months, Tf market participants are 
disappointed on this, it could ,again b r i n g  about infiati.on fears 
and hiyi1i.r interest. rates, Given  this favorable investmerrt elirndtu 



a n d  t h e  s t r i p p i n g  f e a t u r e  w e  r e c o r m e n d  r a i s i n g  $11  l / 2  b i l l i o n  i n  
c a s h  a l o n g  w i t h  r e f u n d i n g  t h e  $8 b i l l i o n  o f  n o t e s  m a t u r i n g  
F e b r u a r y  1 5 t h ,  We would  n c c o r n p l i s h  & h i s  a s  f o l l o w s :  

A u c t i o n  $ 7 , 5  b i l l i o n  3 y e + -  n o t e s  
6 , 0  b i l l i o n  1 0  yetar n o t e s  
6 . 0  h i l l i o r i  30 y e a r  b o n d s  

F a r  t h e  h a l a n c e  of t h e  y u a r t e r  we recommend r a i s i n g  $ 3 2 - 4  b i l l i o n  
a s  f o l l o i x s :  

r a i s e s  

Leave w e e k l y  b i l l s  a t  S l 4 , O  b i l l i o n  $ 3 .7  
I n c r e a s e  o n e  y e a r  h i l l s  t o  8 - 7 5  b i l l i n n  . 7 5  
Leave two  y e a r  n o t e  a t  9 - 0  b i l l i o n  1 - 5  
Leave f i v e  y e a r  n o t e  a t  6 - 7 5  b i l l i o n  6 - 7 5  
R e f u n d i n g  1 9 , s  ~ i i l i o r i  11,: 
C a s h  Management h i l l s  8 ,  U $m 

Ta t h e  e x t e n t  t h a t  f o r e i g n  add-ons  a r d  r e c e i v e d ,  t h e  c a s h  
management b i l 1 . s  c o u l d  be r e d u c e d ,  T h i s  would  leave a c a s h  
b a l a n c e  o f  $10 e i . l l i o n  o n  March 3 0 ,  

We a r e  aLoo i n c l u d i n g  a t e n t a t i v e  s c h e d u l e  f o r  p o s s i b l e  
f i n a n c i n g  of t h e  &pr i l . - June  q u a r t e r  leaving a  c a s h  5 ,a l ance  o f  
S15 b i l l i o n ,  

S u b j e c t  to t h e  c h a n g e  of t h e  Under S e c r e t a r y  w e  h a v e  s c h e d u l e d  
a m e e t i n g  o n  March 5 t h  t o  c o n s i d e r  l o n g  r a n g e  s t r a t e g i e s  t o  d e a l  
w i t h  t h e  s h a r p  i n c r e a s e s  i n  t h e  a m o u n t s  of m a t u r i n g  T r e a s u r i e s  
a n d  t h e  a p p r o p r i a t e  role of! t h e  m i d q u a r t e r  r e f u n d i n g  i s s u e s  i n  
m e e t i n g  t h e  T r e a s u r y ' s  q u a r t e r l y  c a s h  n e e d s ,  We w i 1 . l  a l s o  c o n s i d e r  
t h e  i n c r e a s i n g  i n t e r e s t  p a y m e n t s  o n  t h e s e  d a t e s ,  A S c h e d u l e  showing  
n e t  c a s h  r a i s e d  a f t e r  i n t e r e s t  Llayments i s  a t t a c h e d ,  

The  Cornn i t t ee  s t r o n g l y  e n d o r s e s  t h e  T r e a s u r y ' s  p r o g r a m  f o r  
i s s x l i n g  s t r i p p a b l e  i s s u e s ,  We h e l i e v e  tI1i.s w i l l  i n c r e a s e  demand 
f o r  l o n g  term s e c u r i t i e s  and  w i l l  r e d u c e  i n t e r e s t  c o s t  o n  f i n a n c i n g  
t h e  p u h l i c  d e b t .  

P i n a l L y ;  Mr, S e c r e t a r y  o u r  Commi t t ee  u n a n i m o u s l y  commends 
you dnd yoiir s h l e  s l l a t f  tor  f o u r  y e a r s  o f  e x c e i l e n c e  i n  managing 
t k t c ?  Depar tmen t  dnrl t h e  pub l . i c  deb t  d u r i n g  t h e  most c l i i f i i c u l t  
p e r i d  i n  memory, 

K c s p c e t f u 1 l . y  suhmi t t e d r  



LSSUE ANALYbIS OF APRIL - JUNE OUARTEK MEN MONEY FINANCING REMAINING TO BE DONE -- -. A -- 
( $  Rillions) 

'EEKLY BTJ,IdS OUTSTANDTNG - - 

Cash Management Bllls: 
April and/or June 

maturities $ 8,il  

$-Year Notes: 
(Yirst l ia l t  4 E  

J u n e )  -0- 

4-Year Notes: 
3/31* $ 3 - 4  

7-Year Notes: -- 
( P l r s L  h d l f  of -11- 

April) 

LO-Year Bonds: 
:First halt of 

Refunding: $ 1 0 * 8  -- 

hEW CASH 
KAISED 

*Settlement ut these securities will he o n  4/1/85, 

I p e n i n q  cash  ba lance  4/1/85 $1U,O billion 
Closing cash balance 6/28/85 $14,8 b i l l i o n  -- 
Change in cash  haiaiice +S 4 - 8  b l l . 1 i v n  



I N T E R E S T  PAYMENT ESTIMATES AND TREASURY NET BORROWING ------ 

DATE I N T E R E S T  BORROVINC NET CASII RAISED 

2 / 7 5  -11 .% + 1 O , 2  - - - 1 , o  

1/31 - 4.5  + 1 5 + 4  - +20.9 

5/15 - 1 5 , R  + 9.5 - - - 5,3 
6/30 - 4.5 +16,5 - - + 1 % , O  

9/15 -1 1 -0  c 8-3 - - - 2,7 
9/30 - 4 - 8  i l 6 , 6  = 4 1 1 . 8  



REPORT TO THE SFCRFTARY OF THE TREASURY 
FROM THE U,S,  GOVERNMENT AND FEDERAL 

AGENCIES SCCURITLES COMMITTEE OF 
THE PUBLIC SECURITIES ASSOCIATION 

A p r i l  3 0 ,  1 4 8 5  

Dear Mr- S e c r e t a r y :  

S i n c e  t h e  Commi t t ee  l a s t  met i n  W a s h i n g t o n  on J a n u a r y  3 0 t h ,  
i n t e r e s t  r a t e s  i n c r e a s e d  by 50  t o  7 5  b a s i s  p o i n t s ;  t h e n  more 
r e c e n t l y  d e c l i n e d  t o  a b o u t  t h e  same l e v e l s  t h a t  e x i s t e d  a t  
t h e  l a s t  m i d - q u a r t e r  f i n a n c i n g .  

Whi1.e t h e  v a l u e  o f  t h e  d o l l a r  h a s  come down some from 
i t s  h i g h ,  i ts  o v e r a l l  s t r e n g t h  s t i l l  keeps demand from r e -  
s u l t i n g  i n  g r o w t h  i n  p r o d u c t i o n  i n  many i n d u s t r i e s ,  

The s e c u r i t i e s  m a r k e t s  c o n t i n u e  t o  b e  v o l a t i l e  and t e n t a t i v e .  
A s  we r e p o r t e d  i n  o u r  r e p o r t  f o r  t h e  s p e c i a l  C o s m i t t e e  m e e t i n g  
on March 5 ,  g i v e n  n o r m a l  c i r c u m s t a n c e s ,  t h e  m a r k e t  f o r  a  w h i l e  
c a n  c o n t i n u e  t o  a b s o r b  t h e  h e a v y  g o v e r n m e n t  s e c u r i t i e s  o r f e r i n s s ,  

nowever ,  i t  m u s t  b e  remembered t h a t  a s  n o t e  c y c l e s  m a t u r e ,  
c a s h  r a i s e d  o n  c a c h  s a l e  is t h e n  on t o p  o f  t h e  r o l l  o v e r  o f  
t h e  m a t u r i n g  n o t e s ,  A l s o  t h e  s i z e  o f  t h e  m a t u r i t i e s  and i n t e r e s t  
p a y m e n t s  a r e  g r o w i n g  a t  i n c r e a s i n g  r a t e s ,  

Marke t  p a r t i c i p a n t s  a r e  c o n c e r n e d  a b o u t  a  number o f  p o t e r -  
t i a l l y  u n s c t t l i n g  m a t t e r s ,  F i r s t  t h e y  Ceel t h a t  is e s s e n t i a l  
t h a t  a  meaningful r e d u c t i o n  i n  t h e  b u d g e t  d e f i c r t  be e n a c t e d  by 
t h e  end  o f  S e p t e m b e r ,  I f  t h i s  is  accompl i s h e d  t h e  m a r k e t  c o u l d  
improve s u b s t a n t i a l l y :  i f  n o t ,  m a r k e t  r a t e s  c o u l d  r i s e  t o  con-  
s i d e r a b l y  h i g h e r  l e v e l s ,  

A s h a r p  d e c l i n e  i n  t h e  f o r e i g n  e x c h a n g e  v a l u e  o f  t h e  d o l l a r  
c o u l d  a l s o  b r i n g  a b o u t  h i g h e r  i n t e r e s t  r a t e s ,  F o r e i g n  demand 
f o r  d o l l a r  i n v e s t m e n t s  h a s  been  h e l p f u l  i n  f i n a n c i n g  t h e  p u b l i c  
d e b t  b u t  a c h a n g e  i n  s e n t i m e n t  c o u l d  a g a i n  r a i s e  f e a r s  o f  
c r o w d i n g  o u t  i n  t h e  d o m e s t i c  f i n a n c i a l  marke t s .  

a n c e r t a i n t y  a b o u t  t h e  economy and F e d e r a l  R e s e r v e  m o n e t a r y  
p o l i c y  a l s o  c o n t r i b u t e  t o  t h e  i n s t a b i l i t y  o f  t h e  bond and  money 
m a r k e t s ,  

Rny f a c t o r  t h a t  would c a u s e  s h o r t  term i n t e r e s t  r a t e s  t o  
r i s e  s u b s t a n t i a l l y  c o u l d  e x a c e r b a t e  t h e  p r o b l e m s  o f  t h e  t h r i f t  
i n d u s t r y  and  L a t i n  > m e r i c a n  c o u n t r i e s ,  



I n  summary t h e  f r a g i l i t y  o f  t h e  w o r l d w i d e  f i n a n c i a l  
s t r u c t u r e  and t h e  m a g n i t u d e  o f  t h e  1Jni"Ld S t a t e s '  d e f i c i t  
f i n a n c i n g  l e a v e  l i t t l e  room f o r  e r r o r  i n  l e g i s l a t i v e  a n d  
p o l i c y  a c t i o n s ,  

N e v e r t h e l e s s  we f e e l  t h e  m a r k e t  w i l ~ l  ( a n d  i n d e e d  m u s t )  
a c c e p t  l a r g e r  c a s h  r a i s i n g  f i n a n c i n g s  a t  t h i s  and f u t u r e  mid- 
q u a r t e r  r e f u n d i n g s ,  W e  recommend t h e  Eoll .owing f o r  t h e  Kay 1 5  
f i n a n c i n g  s 

S e l l :  $ 8 - 0  b i Z l i o n  3 y e a r  N o t e s  
6 . 5  b i l l i o n  1 0  v e a r  N o t e s  
6 - 5  b i l l i o n  - 30 y e a r  Bond 

$ 2 1 . 0  b i l l i o n  
( r e o p e n  t h e  10 y e a r  and  3 0  y e a r )  

T h i s  would r a i s e  $.4 b i l l i o n  more t h a n  t h e  u p p e r  l i m i t  o f  
t h e  c h a r g e ,  I f  t h e  new c a s h  r a i s e d  i s  t o  b e  k e p t  u n d e r  $10 
b i l l i o n ,  most  o f  o u r  members (11) f e l t t h a t  t h e  t h r e e  y e a r  
n o t e  s h o u l d  b e  r e d u c e d  t o  $7 .5  b i l l i o n ,  f i v e  would r e d u c e  
1 0  y e a r  t o  $ 6  b i l l i o n  and  t h r e e  were  f o r  r e d u c i n g  t h e  
3 0  y e a r  bond by $ , 5  b i l l i o n .  

For  t h e  r e s t  o f  t h e  q u a r t e r  t h e  b a l a n c e  o f  c a s h  n e e d s  
c o g ~ l d  b e  r a i s e d  by: 

-- S e l l i n g  $ 8 , 5  b i l l i o n  1 y e a r  b i l l s  a t  e a c h  o f  t h e  
r e m a i n i n g  two a u c t i o n s ,  T h i s  would r a i s e  $ - 5  b i l l i o n ;  

-- S e l l  .$9,0 b i l l i o n  2 y e a r  n o t e s  r a i s i n 9  S.9  b i l l i o n ;  

-- S e l l  $ 7 - 6  b i l l i o n  o f  5 y e a r  o o t c s  which  would b e  a l l  
n e w  c a s h ,  

Summary o f  Cash  R a i s c d  

R e f u n d i n g  $10.4  b j l l i o n  
L y e a r  b i l l s  - 5  
2 y e a r  n o t e s  - 9 
5 y e a r  n o t e s  7 . 0  sm;8- 
A l r e a d y  r a i s e d  l 6 * 2  

$333- 

F o r e i g n  a d d - o n s  wosld  r a i s e  b e t w e e n  $ , 5  b i l l i o n  a n d  
$1 b i l l i o n ,  T h i s  would  l e a v e  a  c a s h  b a l a n c e  o f  a t  l e a s t  
$20  b i l l i o n  a t  q u a r t e r  e n d .  I n  v i e w  oE t h e  h e a v y  c a s h  n e e d s  
f o r  t h e  3 r d  and t h e  4 t h  c a l e n d a r  q u a r t e r s  we f e e l  t h a t  a  
c a s h  b a l a n c e  o f  $20 b i . l l i o n  is a p p r o p r i a t e  f o r  b o t h  t h i s  
a n d  n e x t  q u a r t e r  e n d .  



The s t r i p p i n g  f e a t u r e  h a s  o b v i o u s l y  been q u i t e  successEu1.  
We commend t h e  T r e a s u r y  f o r  a l l  t h e  h a r d  work t h a t  went i n t o  
t h e  development  o f  t h e  program, S i n c e  t h e  f i r s t  q u a r t e r  o f  
t h e  y e a r  is t h e  p e r i o d  o f  s t r o n g e s t  demand f o r  s t r i p p e d  coupons 
f o r  I R A  a c c o u n t s  you s h o u l d  e x p e c t  some modera t ion  of  demand 
i n  subsequen t  q u a r t e r s ,  However, t h e r e  a r e  o t h e r  u s e s  f o r  
s t r i p p e d  coupons and t h e  f e a t u r e  will c o n t i n u e  t o  c o n t r i b u t e  
t o  demand fo r  l o n g e r  d a t e d  s e c u r i t i e s .  

Mr. S e c r e t a r y  t h i s  c o n c l u d e s  our  r e p o r t  and we w i l l  
he happy t o  respond t o  your q u e s t i o n s ,  

R e s p e c t f u l l y  s u b m i t t n d ,  
a 

Chairman 



REPORT TO THE SECRETARY UF THE TREASURY 
PROM THE U,S, GOVERNMENT AND FEDERAL 
AGENCIES SECURITIES COMMITTEE OF 'THE 

PUBLIC SECURITIES ASSOCIATLUN 
J u l y  3 1 ,  1 9 8 5  

D e a r  M r ,  S e c r e t a r y :  

S i n c e  o u r  C o m m i t t e e  l a s t  m e t  i n  W a s h i n g t o n  on A p r i l  3 0 t h ,  
P e d e r a l  f u n d s  h a v e  r e m a i n e d  a t  a b o u t  t h e  same l e v e l ,  b u t  
o t h e r  m a r k e t  r a t e s  h a v e  d e c l i n e d  by a n  a v e r a g e  o f  a b o u t  7 5  
b a s i s  p o i n t s .  

T h i s  d e c l i n e  i n  r a t e s  i s  p a r t i a l l y  d u e  t o  e x p e c t a t i o n s  t h a t  
a  m e a n i n g f u l  r e d u c t i o n  i n  t h e  f e d e r a l  d e f i c i t  would b e  a c c o m p l i s h e d .  
However ,  time i s  r u n n i n g  o u t  end  m a r k e t  p s y c h o l o g y  is c h a n g i n g .  
The b reakdown o f  n e g o t i a t i o n s  h a s  b e e n  a  m a j o r  r e a s o n  f o r  t h e  
more r e c e n t  d e c l i n e  i n  bond p r i c e s ,  

G i v e n  t h e  p r e s e n t  l e v e l  o f  i n f l a t i o n ,  r e a l  i n t e r e s t  r a t e s  a r e  
s t i l l  h i g h  a n d  t h e r e  is  room f o r  m o d e s t  d e c l i n e s  e v e n  i f  t h e  economy 
were t o  g a i n  momentum. However,  tor  t h i s  t o h a p p e n  i t  is  e s s e n t i a l  
t h a t  t h e  d e f i c i t  b e  r e d u c e d ,  

The  w e a k n e s s  ot  t h e  d o l l a r  s h o u l d  e v e n t u a l . l y  h e l p  d o m e s t i c  
p r o d u c t i o n  hut ,  c o u l d  c a u s e  a  d e c l i n e  i n  f o r e i g n  i n v e s t m e n t  i n  T r e a s u r y  
s e c u r i t i e s ,  n o p e f u l l y  t h e  d e c l i n e  i,n t h e  d o l l a r  w i l l  be  g r a d u a l  
b e c a u s e  a s h a r p  d r o p  c o u l d  c a u s e  s e r i o u s  p r o b l e m s  b o t h  d o m e s t i c a l l y  
a n d  i n t e r n a t i o n a l l y ,  

Many t r a d i t i o n a l  i n v e s t o r s  a r e  n e r v o u s  a b o u t  t h e  m a r k e t  and  
may b e  o n  t h e  s i d e l i n e s  f o r  a  w h i l e .  F i x e d  income f u n d  m a n a g e r s  
h a v e  b e e n  t a k i n g  p r 0 f i t . s  and  s h o r t e n i n g  m a t u r i t i e s ,  Bank p o r t f o l i o  
m a n a g e r s  d o  n o t  seem t o  h a v e  much i n t e r e s t  a t  t h e  p r e s e n t  t i m e ,  

W h j l e  l e v e l s  of i n f l a t i o n  a r e  q u i t e  low,  t h e  m a r k e t  p e r c e i v e s  
t - h a t  t h e  h u g e  f e d e r a l  d e f i c i t  w i l l  i n e v i t a b l y  l e a d  t o  s i g n i f i c a n t l y  
h i g h e r  r a t e s  o f  p r i c e  i n c r e a s e s .  I f  e x p e n d i t u r e s  a r e  n o t  r e d u c e d ,  
t h e  g o o d s  a n d  s e r v i c e s  mus t  h e  p a i d  for  e i t h e r  t h r o u g h  t a x e s  or 
i n f l a t i o n ,  

The c o n t i n u e d  f i n a n c i n g  o f  t h e  l a r g e  d e f i c i t s  a n d  t h e  e k f e c t  
o f  compound i n t e r e s t  w i l l  l e a d  t o  h i g h e r  l e v e l s  of b o t h  in te res t  
r a t e s  a n d  i n f l a t i o n ,  

W h i l e  t h e s e  s t a t e m e n t s  m i g h t  b e  d e b a t e d  j n  a c a d e m i c  c i rc les  
t h e y  a r e  n e v e r t h e l e s s  t h e  p e r c e p t i o n s  o f  t h e  m a r k e t  p l a c e  and  a s  
s u c h  a r e  p r i m a r y  d e t e r m i n a n t s  of  i n t e r e s t  r a t e s ,  



To r e f u n d  t h e  A u g u s t  1 5  m a t u r i t i e s  and ra i se  $ 9 , 7  b i l l i o n  i n  
c a s h  w e  recommend t h e  f o l l o w i n g :  

S e l l  $9 .0  b i l l i o n  3  y e a r  n o t e s  
6.5  b i l l i o n  1 0  y e a r  n o t e s  

Reopen 6 - 5  b i l l i o n  11 1/4% b o n d s  d u e  2 /15/85 

F o r  t h e  rest o f  t h e  q u a r t e r  we recommend: 

S e l l  5 8 - 7 5  b i l l i o n  I y e a r  b i l l s  a t  two a u c t i o n s  
r a i s i n g  $ , 5  b i l l i o n ,  

S e l l  S l 4 , 4  b i l l i o n  week ly  b i l l s  a t  e a c h  r e m a i n i n g  
a u c t i o n  r a i s x n g  $ 2 , 8  b i l l i o n ,  

S e l l  5 9 , 2 5  b i l l i o n  2 y e a r  n o t e s  a t  e a c h  a u c t i o n  r a i s i n g  
$ 1 , 7  b i l l i o n ,  

S e l l  $ 7 - 2 5  f i v e  y e a r  n o t e  ( a l l  c a s h ) ,  

S e l l  $7 .00 b i l l i o n  f o u r  y e a r  n o t e s  r a i s i n g  $3 .4  b i l l i o n ,  

Summary o f  Cash R a i s e d  

Re f u n d i n g  $ 9 - 7  b i l l i o n  
1 Y e a r  b i l l s  " 5  
Weekly b i l l s  2 - 8  
2  y e a r  n o t e s  1 - 7  
5 y e a r  n o t e s  7 - 2  
4 y e a r  n o t e s  3.4 
F o r e i g n  add-ons  .S 
N o n - m a r k e t a b l e s  3 , s  

$29.3 b i l l i o n  
a l r e a d y  r a i s e d  20 - 5  

49.8 
r e d u c e d  c a s h  
b a l a n c e  1 - 2  

$51  - 0  b i l l i o n  
Cash b a l a n c e  $ 2 2 - 8  b i l l i o n  

F o r  December 31 w e  recommend a c a s h  b a l a n c e  o f  $18-20 b i l l i o n  
w h i c h  c o u l d  i n v o l v e  a $25  b i l l i o n  November r e f u n d i n g  r a i s i n g  
$ 1 5 - 5  b i l l i o n  i n  c a s h .  

The T r e a s u r y +  STRIPS program h a s  b e e n  v e r y  s u c c e s s f u i  i n  
b r o a d e n i n g  t h e  m a r k e t  f o r  l o n g  bonds .  The g e n e r i c  CUSIPs f e a t u r e  
w i l l  h e l p  t o  f u r t h e r  t h e  m a r k e t a b i l i t y  and l i q u i d i t y  o f  STRIPS, 

A t  h i g h e r  l e v e l s  o f  i n t e r e s t  r a t e s  t h e r e  i s  more demand f o r  
STRZPS b y  d e d i c a t e d  p o r t f o l i o s  and d e f e a s a n c e  f o r  p e n s i o n  p l a n s .  
T h i s  demand h a s  s u b s i d e d  to  a  s i g n i f i c a n t  d e g r e e  h e c a u s e  some 
demand h a s  b e e n  f i l l e d  and  l o c k i n g  i n  r e i n v e s t m e n t  r a t e s  l o s e s  
some a p p e a l  a s  r a t e s  get :  lower. 



P r l o r  t o  A ? r l l  1 5 t h  t h e r e  was s t r o n y  demand f o r  STRIPS 
by i n d i v i d u a l s  t o r  I R 4 s .  W e  would e x p e c t  t h a t  t h e i r  demand 
w 1 1 l  c o n t i n u e  t o  he s e a s o n a l ,  

More r e c e n t l y  the J a p a n e s e  have  been  t h e  l a r g e s t  b u y e r  of 
STRIPS h u t  t h e y  b u y  o n l y  t h e  c o r p u s  and  t h i s  l e a v e s  l a r g e  
a m o u n t s  o f  c o u p o n s  i n  t h e  m a r k e t ,  

Mr, S e c r e t a r y  t h i s  c o n c l u d e s  our  r e p o r t  and we w l l l  he  happy 
t o  r e s p o n a  t o  y o u r  y u e s t l o n s ,  

R e s p e c t f u l l y  submitted, 

Chairman 


