
REPORT T O  T H E  SECRFTARY O F  T H E  T R E A S U R Y  
FROM THE U , S ,  GOVERN.VE&T A N D  F E D E R A L  AGENCTE,S 

S E C U R I T I F S  COMKI??TEE O F  T H E  
P C G L I C  SECL'RITIFS A S S O C I A T I O N  

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

Y o u r  C o r n n i t t e e  b a s  n e t  to r e v i e w  an*  make r e c o n n e n d a t i i n n s  
c o n c e r n i n q  T r e a s u r y  f i n a n c e  d u r i n q  t h e  f i r s t  q u a r t e r  of  1 9 0 3 .  

117 c ~ i " n i r : i t x ~  t:!..'f? f i r m n r i n i j  s r i i e d u l f - .  fo r  t~F:4s c r i l a r t f r  a n d  
i - f t r 2 , r .  reviewin;. 2 pro-forr;,? f i n a n c i n q  s::h~c?i.:lr: f o r  r.kjc: Cetonc? 
q c 1  r t c r  w e  concl ii!!ri !-hat. p ? s t  f i n a n c i n q  p r c a c t : i c e c  a n ?  scl:~;iuleii 
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w:s n c t  new3er; a t  t i - t i s  t i n e  b u t  bel ieve i.l rnay tre1.S I-c n e e d e d  i,s 
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I rn ncltcx? tbz t sc.vcr;i? o t ra r t  e r r  aqr: h r c  i n  L 3 t then 
be1 ieve-7 were t h e  outsir3.r 1 i r i i  t s  f o r .  t h e  size of vat-ioils i s s i i i s  



a n d  i n  a l l  c a s e s  t h e s e  l i m i t s  h a v e  b e e n  e x c e e d e d  hy a  s u b s t a n t i a l  
p e r c e p t a g e ,  We a l s o  would  n o t e  t h e  beneficial e f f e c t s  o f  the 
two week b r e a t h i n q  s p e l l  c r e a t e d  h y  t h e  n u a r t e r - e n d  h u n c h i n q  o f  
n e w  i s s u e s  i n t o  a " m i n i - r e f u n d i n g "  w e e k .  

As we e x a n i n e d  t h e  p r o - f o r m  f i n a n c i n g  s c h e d u l e s  f o r  t h e  
f i r s t  h a l f  o f  1 9 8 3 ,  h o w e v r r ,  w e  w e r e  d i s t u r b e d  hy t h e  r e l a t i v e l v  2 

h i g h  y r o p o r t i o n  o f  r ioney r a i s e d  i n  t h e  h i l l  m r k e t ,  We a t t e n I ? t e i i  
t o  e a s e  t h e  s i t u a t i o n  sonewhat .  h v  i n c r e a s i n q  a m o u n t s  o f  l o n q e r  
h i l l s  anid wou1i1 u r y e  T r e a s u r y  w h e n e v e r  p o s s i b l e  t o  r e d u c e  h i l l  
o f f e r i n i j s  i f  f i n a n c i n q  n e e d s  f a i l  s h o r t  o f  p r o j e c t i o n s .  The  
C o m c i t t e e  a l s o  d i s c u s s e d  a  p o t e n t i a l  r e d u c t i o n  i n  i n v e s t o r  d e n a n 6  
f o r  h i l l s  d u e  to l o w e r  i n t e r e s t  r a t e s  am? t h e  a d v e n t  o f  t h e  
new money n a r k e t  a c c o u n t s  a t  f i n a n c i a l  i n s t i t u t i o n s ,  

TSe C o r n n i t t e e  c o n t i n u e s  t o  f e e l  t h a t  d e b t  e x t e n s i o n  and  
t h e  f o s t e r i n q  of a n  upwarij  s l o p i n q  y i e l d  c u r v e  s h o u l d  he  p r i n i i r y  
tenets o f  T r r a s u r v  d e b t  ~ i n a ~ e n e n k  p o l i c - .  

m5.: h i l l i o n  10 veal- c o t e s  t o  n a t u r c  2/15/93 



Shoi i ld  T r e a s u r y  o p t  f o r  a s m a l l e r  r e f u n d i n g ,  t h e  C o m m i t t e e ' s  
p r e f e r e n c e  by a  v o t e  of 1 5  - 8 would h e  t o  r e d u c e  t h e  l o n q  kond 
by $ 2 5 0  n i l l i o i .  a n d  t h e  t h r e e  y e a r  n o t e  b y  $ 5 0 0  n i l l i o n ,  The  
m i n c r i t v  woi!Td r e i i u c e  t h e  t e n  y e a r  n o t e  hy  $500 p i l l i o n ,  I c i l v i n q  
t h e  t h r e e  y e a r  n o t e  i s sue  s i z e  a t  $ 6 - 5  b i l l i o n ,  

I n  r e g a r d  t o  t h e  l o n q  hond c f f e r i n q ,  t h e  C o r - t i t t e e  voted 
1 7  t o  6 t o  r e o p e n  t h e  1 1 / 1 5 / 1 2  i s s u e  f e e l i n g  i t  d e s i r a k ! e  t o  
r e o p e n  i ssuer  r a t h e r  t h a n  add  f u r t h e r  c l u t t e r  t o  t h e  a l r e a d y  
l o n n  l i s t  o f  T r c a s ! ! r y  i s s u e s ,  The C o n n i t t e e  r e c o n m e n d s  t h e  
u s c a l  s c h e d u l i .  o f  o f f e r i n ?  d a t e s  and  t h a t  a l l  i s r u e s  be soli3 
a t  a u c t . i o n ,  T h e  C o i l n i t t e e  b e l i e v e s  t h a t  t h e  r e o p e n e d  l o n g  bond 
s h w ~ l d  i-e s o l d  u n d e r  t h e  y i e l d  a i l c t i o n  t e c h n i q u e  f i n d i n g  tne 
p r e s e n t  method o f  d o l l a r  p r i c e  h i d d i n 4  h i g h l y  cumber,  '2 one . 
F i n a n c i n a  i n  t h e  B a l a n c e  o f  t h e  Q u a r t e r  - 

Appende~ '  io t h i s  r e p o r t  a r e  s c h e d u l e s  c o n t a i n i n q  t h e  
C o i l n i t t e e  f in?r !c inr i  I -(?commendations f o r  t h e  h a l a n o ?  of the! 
q u a r t e r .  T i c  r i : c o r ~ . r ? n c i a t i o n s  fo!l0+7 p a s t  p a t t e r n s  o f  T r e a s u r y  
f i n a n c i ~ ?  a m ?  u t i l i z i !  cas!, manaccment  h i l l s  a:: ti'<! ba3anc i .  
wheel i f  nee?? o v e r -  o r  :. inder-stloot p r o j e c t i o n s .  A s i m i l a r  
sci'e6r!lr is  - t tric!-cx' f o r  t h e  scccwi  q ~ a r t e r .  

1 ;  i G . T;: V: or 
Cha i r m n  



Summary o f  J a n u a r y  - March Q u a r t e r  N e w  Poney  F l n a n c i n q  

A l r e a d y  R a i s e d  o r  Announced 

R e n t l i a r  i;eeF.Zv Rills ( i n c l u d e s  1/27 ki11) + 7 - 9 3  

R e g u l a r  One-Tear  R i 1 l . s  
I + 2*2i 

2-Year  Not.es + 2,62 

"?-Year Notes + 4 - 5 0  

20-Year  Eorr-1% + 3 - 0 0  

less: C a s h  P lanagenen t  Rillr; - 9 . 0 0  



P r o j e c t e d  TreaRtiry F inanc ing S c h e d u l e  F i r s t  Quarter 1983"  
(in b i l l i o n s  o f  d o l l a r s )  

M a t u r i n q  New 
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e. />-day c a s k  n o t ,  h i l l s  

2-year n o t e  

A+siirn:rg r e f u n d i n q  of 514.25 b i l l i o n  and end  of quarter  
b a i a ~ c e  $10.0 b i l l i c n ,  

M a t u r i n n  amounrs f o r  coupon issues a r e  n e t  of h o l d i n q  
of f o r e i g n  o f f i c i a l  investors. Projections assume add- 
ons of new i s s u e s  t o  t h e s e  i n v e s t o r s  will approximate 
of m a t u r i n f l  s e c u r i t i e s .  



P r c l e c t e d  T r e a s u r y  F i n a n c i n g  S c h e O u l e  S e c o n d  Q u a r t e r  1983 
( i n  b i l l i o n s  o f  d o l l a r s )  

ISSUE D a t c  

A p r i l  5 

Ma t i i r l n g  New 
S e c u r i t y  (privately h e l d )  O f f e r ~ n q  N e t  
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C a s h  m q t .  h i l l s  f l s ~  O t r . )  
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3 -  C-m.-ntt; h i l l s  
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F o r i . g i  ''3 R"1-onr 

To- - i  N t t  Eew Cash 

NOT?: End of Q u a r t e r  E a l a n e e  A s s u m p t i o n s  $ 2 0 . 0  b i l l i o n .  

K m t u r i n g  a m r a n t s  fo r  c o u p o n  issues i n c i u e z  f o r e i g n  h o i d l n q  
A d d i t i o n a l  c a s h  m a n a q e r n e ~ t  b i l l s  needed  i n  A p r i l  a n d  J u n e .  



REPORT TO THE SECRETARY OF THE TREASlJRY 
FROM THE U ,  S ,  GOVERNMENT AND FEDERAL, AGENCIES 

SECURTTTES COMMI'CTEF. OF THE 
PUBLIC SECURITIES ASSOCIATION 

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

T h e  p i i r i o r m a n c e  o f  t h e  T r e a s u r y  s e c u r i t i e s  rnarke i: a n d ,  
i n d e e d  t h e  p e r f o r m a n c e  of t h e  c a p i t a l  a n d  money m a r k e t s  g e n e r a l l y ,  
d u r i n g  t h e  l a s t  t w o  q u a r t e r s  h a s  b e e n  r e m a r k a b l e .  R a c k - t o - b a c k  
q u a r t e r s  o f  T r e a s u r y  new money n e e d s  e x c e e d i n g  S 5 5  b i l l i o n  h a v e  
S e e n  f i n a n c e d ,  t h e  h u g e  y e a r - e n d  b u l g e  i n  s t a t e  a n d  local  n e e d s  
was  met a n d  a  s u b s t a n t i a l  c o r p o r a t e  c a l e n d a r  was accommoda t ed - -  
a l l  w i t h i n  a r e l a t i v e l y  s t a b l e  i n t e r e s t  r a t e  e n v i r o n m e n t .  

T h i s  p e r f o r m a n c e  i n  t h e  First q u a r t e r  o f  1 9 8 3  i s  e v e n  more 
r e i n a r k a b l e  when v i e w e d  i n  t h e  l i g h t  o f  c o n t i , n u e d  :Lack o f  p r o g r e s s  
i n  r e d u c i n g  t h e  s i z e  o f  p r o j e c t e d  F e d e r a l  d e i i . c i t .  l e v e l s  a n d  
s u b s t a n t i a l  n e r v ? u s n e s s  o v e r  money  s u p p l y  g r o w t h  a n d  a y e n e r a l ~  
h e l i e f  t h a t  t h e  F e d e r a l  R e s e r v e  h a s  moved t o  a s o m e w h a t  less 
accommoda t i . ve  m o n e t a r y  p o l i c y .  

.As w e  move i n t o  t h e  s c c o n ~ l  q u a r t e r  of 1983,  m a r k e t  p s y c h o l o g y  
i s  b r i g h t e n e d  b y  s i g n s  of a  c a l m i n g  i n  money s u p p l y  g r o w t h  r a t e s  
aiid a n  economy  o n  t r a c k  w j t h  a  f o r e c a s t  o f  g r a d u a l  a n d  h o p e f u l l y  
s u s t a i n a b l e  g r o w t h ,  T h e  r e a l i t y  o f  a p a r a d e  o f  f a v o r a b l e  p r i c e  
s t a t i s t i c s  is  f i n a l l y  b e g i n n i n g  to c a t c h  t h e  a t t e n t i o n  o f  i n v e s t o r s  
a n d ,  were i t  n u t  f o r  t h i s  d e f i c i t  o v e r h a n g  a n d  r e s u l t a n t  f i n a n c i n g  
n e e d s ,  t h e r e  w o u l d  b e  h u i l d i  ng p r e s s u r e s  t o  s q u e e z e  s o n e  n f  t h e  
i n f l a t i o n  p r e m i u m  o u t  o f  t h e  i n t e r e s t  r a t e  s t r u c t u r e .  

T h e  f i n a n c i n g  e n v i r o n m e n t  f o r  t h e  c u r r e n t  q u a r t e r  may be  
q u i t e  p r o p i t i o u s .  P r i v a t e  d e m a n d s  f u r  c r e d i t  r e m a i n  m o d e r a t e  a n d  
I n v e s i o r s 9 e m a n i ~ s  f o r  f i x e d  i n c o m e  s e c u r i t i e s  a r e  h i g h - - f u r t h e r  
s t i m u l a t e d  h y  t h e  u p w a r d  s l o p e  o f  t h e  y i e l d  c u r v e .  rijhi.le many 
seers b e l i e v e  t h a t  t h e s e  c o n d i t i o n s  may c o n t i n u e  f o r  a  number  o f  
m o n t h s ,  yo i l r  C o m m i t t e e  b e l i e v e s  t h a t  you  s h o u l d  a c t  bo ld1 .y  a t  t h i s  
time to  take  a d v a n t a g e  o f  the! p r e s e n t  s i h i i a t i o n .  'Phus,  o u r  
r c co ;xmendn t . i ons  f o r  t h i s  r e f i i n d i n g  a n d  t h e  h a l a n c e  o f  the q u a r t e r  
c o n t e m p l a t e  no  r e t r e a t  from t h e  a q g r e s s i v c  f i n a n c i n g  p a t t e r n s  of 
t h e  l a s t  t h r e e  q u a r t e r s .  

r a s h  B a l a n c e s  

'The Com7ii t tc .e  by  3 v c k e  o f  1.6-7 recommends a . June  3 0  c l o s i n g  
cash k a l . ~ n c e  o f  $ 2 0  h i 1  l i o n  or s o m e w h a t  h i g h e r .  O u r  E i i n a n c i i q  
p a c k a g e  for t h e  c j u a r t r e r  w o u l d  a c t u a l l y  p r o d u c e  a c l o s i r q  b a l a n c e  
i?f S 2 1  . 5 h i ] .  l i o n -  'i'l?e d i s s e n t i  nq member s  a i l  i uou l i i  op"i_or a 



target June 30 cash balance of $24-$25 billi.on thus moving forward 
more of the third quarter's anticipated financing needs- 

The Committee concurs in a $20 bxllion target for the 
September 30 cash balance* 

The Current Refunding ----- -- 

The discussion sixrounding our refunding recomrnenda tions was 
an unusually spirited one, You may be assured that the recomrnenda- 
tions you are about to receive have been discussed and examined 
from all possible angles, The vote approving this recommendation 
was 18 to 5, To refund $5-2 hiLlion in maturing May 15 notes, we 
recommend the Treasury auction $15,5 billion of the following 
securities: 

$6.5 billion 3 year notes to mature 5/15/86 

$5-0 billioin 10 yedr notes to mature 5/15/93 

5 4 - 0  billion 29-1/2 year bonds to mature 5/15/2012 
(a reopening of an existing issue) 

$15 -5 billion 

These issues would be auctioned in the customary sequence on 
May 3, 4 and 5, The refunding would produce $10.3 billion in new 
cash, The Committee i s  not concerned about the resultant size of 
the issues created by adding $6*5 billion to the existing 5/15/86 
maturities or the reopening of the long bond, 

Committee members voting for this proposal ( 18) are confident 
as to its market reception and the distribution of issue sizes 
within the $15.5 billion 'recommendation, Those dissenting had a 
variety of reservations primarily relating to the size of issues 
within the $ 1 5 3  billion package. The most common alternative 
would involve the reduction of the three year issue by $500 million, 
adding that amount to the ten year. A small minority of those 
clissenting would transfer $500 million from the long bond to the 
ten year note. There were no members who felt that the overall 
amount of the refunding package should be smaller, 

Financing Over the -~ Balance of the Quarter 

Appended to this report is a schedule offering our recommenda- 
tions for financing during the balance of the second quarter, As 
you will note, this schedule recommends adherence to your normal. 
pattern of offerings and in amounts the same as i n  the first quarter 
uf this year& With a $15.5 billion refunding and utilizing your 
current cash flow projections, this schedule of offerings produces 
a $21'5 billion cash balance at June 3 0 -  As we i,ndicated earlier, 
this is an acceptable level to the Committee. Should conditions 
make it possible to modestly reduce your: offeri.ngr, during the quarter, 
the Corninittee recommends reductions i n  regular weekly hills, 



Financing R-nd T h l s  O u a r t e r  -- - -- -- 
You will a l s o  f i n d  appended  to t h i s  r e p o r t  p r o - f o r m a  f i n a n c i n g  

s c h e d u l e s  For t h e  l a s t  two q u a r t e r s  o f  1 9 8 3 *  T h e y ,  nt  c o u r s e ,  a re  
v e r y  t e n t a t i v e  h u t  a r e  i n s t r u c t i v e ,  From t h e m ,  t h e  p r i n c i p a l  con- 
c l u s i o n  t h a t  c a n  be r e a c h e d  is  t h a t  i t  d o e s  n o t  a p p e a r  t h a t  t h e r e  
w i l l  h e  a  need d u r i n g  1 9 8 3  f o r  t h e  i n t r o d u c t i o n  o f  new c y c l e  n o t e s ,  
I t  seems l i k e l y  t h a t  e x i s t i n g  p a t t e r n s  w i t h  somewhat i n c r e a s e d  
i n d i v i d u a l  i s s u e  s i . z e s  wi! l he  s u f f i c i e n t  t;o m e e t  T r e a s u r y  % n e e d s .  
IF. i s  a l s o  e n c o u r a g i , n g  t o  n o t e  t h a t  t h e  T r e a s u r y  h i l l  component  
o f  y o u r  f i n a n c i n g  r e m a i n s  i n  t h e  recommended 25-30% r a n g e  t h u s  con-  
t i n u i n g  t o  augment  t h e  i m p o r t a n t  p r i n c i p l e s  o f  d e b t  e x t e n s i o n  and 
t h e  f o s t e r i n g  o f  a n  upward s l o p i n g  y i e l d  c u r v e .  

Awards  r n  Bill A u c t l o n s  - 

I n  r e c o g n i t i o n  of t h e  g r e a t ] .  y  i . n c r e a s e d  s i z e  o f  T r e a s u r y  b i l l  
o f f e r j n g s ,  t h e  Commi t t ee  u n a n i m o u s l y  recommends i n c r e a s i n g  non- 
c o m p e t i t i v e  a w a r d s  t o  t h e  S l  n i l l i o n  l e v e l  f r o m  $ 5 0 0 , 0 0 0  c u r r e n t l y .  

M r ,  S e c r e t a r y ,  we commend you and y o u r  T r e a s u r y  f i n a n c i n g  t e a m  
f o r  a g q r e s s i v e . L y  t a c k l i n g  t h e  t a s k  o f  f i n a n c i . n g  u n p r e c e d e n t e d  n e e d s  
f o r  F e d e r a l  b o r r o w i n g '  T h u s  f a r ,  i n  t h e  v i e w  o f  many; t h e s e  n e e d s  
h a v e  b e e n  f i l l e d  w i .  t h  s u r p r i s i n g  e a s e ,  T h i s  C o m m i t t e e  s t a n d s  r e a d y  
a t  a n y  t h e  t o  h e  of s e r v i c e  and  we a r e  r e a d y  f o r  y o u r  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 e d ,  



ISSUE ANALYSIS OF APRC1.-JUNE 0UAM'F:R N t N  MONLY F I N A N C I N G  REMAINING '1W 13E JXNE 

WF:EKI,Y 
BILLS ~ ~ S ~ ~ I ) i N G  - 

PROJECJXD 
SIZE --- 

2-Year N o t e s :  
, -- 
(5/31 maturity) S 4.2 $ 7.8 
(6/30 maturi ty)  S :4,1 S 7.5' 

5-Year Notes: 

(1st half of ,June) -0- $ 5-5 

4-Year Nates: 

(6/3Umatiirrty) S2,7 S 5.5 

POraIGV 
NEW C.%5H 

--- 
--- 
--- 
--- 
--- 
--- 
--- 
--- 

--"a 

--- 

+$ .5 
+$ -5 

+$ - 3  

+s -5 

--- 

CS - 3  - 

Rireicly done ......... " . *  6.2 
+m 

Opmirx; C a s h  i in ' ta~ce S 15-5 

Pef ic i  t + Net of 
Forei(jn+State+local -36.0 

C l  ?r;lrq I'a+h Balance S 21.5 - -- 



ISSUE ANALYSIS OF JULY-SEPTEMBEQ Q U A R T E H E X  YONEY FINANCING WAINING TO 4E DONE 

( 5  Bil l ions)  

FOREIGii  YE2 CASH 

1-Year Bil ls:  

(7/14 maturi ty)  $ 6.0 
(8/11 maturi ty)  $ 6.3 
(9/8 maturity) $ 7,1 

2-Year Notes: 

(7/31 maturi ty)  J 4.5 
(8/31 maturi ty)  $ 4-8 
(9/30 maturi ty)  $ U.8 

5-Year Notes: 

( F i r s t  na l f  o f  -0- 
Sept,  ) 

4-Year Notes: 

7-Year Motes: 

( F i r s r  ~ a l i  o f  -0- 
J u i ~ )  

20- Y e a r  Bonds: 

(F i r s t  naif  o f  -0- j 3.5 
Ju ly )  Qefundf no : S 5.5 - $15.0 

c- JLOZ.? $223.0 



($ BILLIONS) 

PROJECTED FOREIGN NEX CASH 
MEEKLY BILLS OUTSTANOI:4G SIZE  NEW CASH RAISED 

1 0/6/83 312.6 $13.6 --- + 4  1 . 0  
10/13 $12-6 $13,6 --- A$  1 , 0  
10/20 $12.6 S 3 , 6  --- +$ 1 , 0  
10127 512-6 $1 3.6 --- A$ 1 .0  
11/3 $12.6 $13.6 --- +$ 1 . 0  
71/10 $12-6 313,6 --- +$ 1 . 0  
11/17 $12-8 $13.6 --- 4-9 .8 
11/25 $12-8 $13.6 --- +S .8 
12/1 ~ 1 2 . a  $13.6 --- +$ ' 8  
12 /8  $12.8 $13-6 --- +$ . 8  
12/15 $12-8 $13-6 -- - +$ .B 
12/22 $12-8 $13.6 --- +$ .8 
12/29 $12.8 $13.6 --- +4 .B A $  11.6 

I-Year B i l l s :  

(10/6 m a t u r i t y )  $ 7.0 $ 8.0 --- +$ 1 - 0  
(11/3  m a t u r i t y )  $ 7 - 0  3 a.0 --- +$ 1 . 0  
(12/1 m a t u r i t y )  S 7.0 S 8,O --- +$ 1 . 0  
(12/29 m a t u r i t y )  $ 7.1 $ 8.0 --- +S .9 +$ 3.9 

?-Year Notes: 

(10/31 m a t u r ~ t y )  $ 4 - 8  +$ .S  +$ 3 - 7  
(11130 m a t u r i t y )  S 4.8 +$ . 5  +$ 3.7 
(12/31 m a t u r i t y )  $ 4.9 +$ . 5  +$ 3 - 7  +J 11 , l  

5-Year Notes: 

( F i r s t  h a l f  o f  -0- 
Dec,) 

&-Year Nates: 

(12/31 m a t u r i t y )  S 2 - 4  

7-Y ear  Votes : 

(First  h a l f  of  
O c t - )  -0- 3 5.3 

20-Year Bonds: - 
("irst n a i f  c~f !let.)-0- s" 3-5 



REPORT TO TI3E SECRETARY OF THE TREASURY 
FROM THE U * S ,  GOVERNMENT AND FEDERAL AGE!UCIES 

SECURITIES COMMITTEE OF THE 
PUBLIC SECURITIES ASSOCIATION 

J u l y  2 7 ,  1983  

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

Record  l e v e l s  o f  T r e a s u r y  f i n a n c i n g  h a v e  b e e n  a b s o r b e d  
by t h e  m a r k e t s  d u r j h g  t h e  l a s t  two q u a r t e r s  o f  1382  and  
t h e  f i r s t  q u a r t e r  o f  1 9 8 3  w i t h  l i t t l e  d i f f i c u l t y *  I n  t h e  
y u a r t e r  j u s t  p a s t  t o t a l  n e t  m a r k e t  b o r r o w i n g  o f  $ 4 1 - 5  b i l l i o n  
was a c c o m p l i s h e d  w i t h  few s i g n s  o f  s t r a i n  u n t i l  t h e  m i n i -  
f i n a n c i n g  c o n d u c t e d  i n  l a t e  J u n e .  I t  is  p r o b a b l y  f a i r  t o  
s a y  t h a t  t h e  d i s t r i b u t i o n  o f  t h o s e  issues was  d i f f i c u l t  and 
d i d  a d d  t o  t h e  upward r a t e  p r e s s u r e s  a l r e a d y  e x i s t e n t  a t  
t h a t  time. 

I n  r e c e n t  w e e k s ,  m a r k e t s  h a v e  i n  g e n e r a l  b e e n  u n d e r  
p r e s s u r e  r e l a t e d  t o  f e a r s  a s s o c i a t e d  w i t h  a  much s t r o n g e r  
r e c o v e r y  t h a n  a n t i c i p a t e d  and M l  g r o w t h  t h a t  c o n t i n u e s  
o u t s i d e  o f  t a r g e t  r a n g e s .  The F e d e r a l  R e s e r v e ' s  r e s e t t i n g  
o f  b o u n d a r i e s  f o r  M I  p r o d u c e d  a n  i n i t i a l  m a r k e t  r a l l y  t h a t  
was q u i c k l y  r e v e r s e d  a s  s e c o n d  q u a r t e r  GNP s t a t j . s t i c s  became 
known and a d d i t i o n b l  d i m e n s i o n f n g  o f  t h e  d e g r e e  of  t h e  
r e c o v e r y  k s t r e n g t h  t o o k  p l a c e .  

W h i l e  p r i v a t e  demands  f o r  c r e d i t  r e m a i n  weak,  m a r k e t s  
now seem to  b e  more c o n c e r n e d  a b o u t  a n  e v e n t u a l  c l a s h  b e t w e e n  
p r i v a t e  and p u b l i c  f i n a n c i n g  n e e d s ,  T h i s ,  more t h a n  worries 
a b o u t  renewed i n f l a t i o n ,  may b e  r e s p o n s i b l e  f o r  t h e  s u b s t a n t i a l  
weakness  d e m o n s t r a t e d  i n  t h e  l o n g e r  s e c t o r  of t h e  m a r k e t  i n  
r e c e n t  weeks ,  I n  s h o r t ,  M r ,  S e c r e t a r y ,  we a r e  now moving i n t o  
a  p e r i o d  where  t h e  f a c t  o f  o u t s i z e d  p u b l i c  b o r r o w i n g  n e e d s  
w i l l  b e  b r o u g h t  up  a g a i n s t  t h e  r e a l i t y  o f  s t r o n g  r e c o v e r y  a n d  
a t  l e a s t  some e v i d e n t  s n u g g i n g  i n  m o n e t a r y  p o l i c y ,  The 
e n v i r o n m e n t  w i l l  b e  less  p r o p i t i o u s ,  t h e  f i n a n c i n g  t a s k  e v e n  
more c h a l l e n g i n g  , 

F o r t u n a t e l y ,  and w i t h  f o r e s i g h t ,  T r e a s u r y  f i n a n c i n g  
p o l i c i e s  d u r i n g  r e c e n t  q u a r t e r s  h a v e  b e e n  c o n d u c t e d  w i t h  a n  
e y e  t o  max imiz ing  t h e  e x t e n s i o n  of t h e  p u b l i c  d e b t ,  m i n i m i z i n g  
t h e  u s e  o f  b i l l s  and  a g g r e s s i v e l y  e x p a n d i n g  t h e  s i z e  o f  i s s u e s ,  
While t h i s  Commit tee  recommends c o n t i n u a n c e  of t h e s e  p o l i c i e s ,  
w e  a l s o  b e l i e v e  t h a t  j.n t h e  p e r i o d  a h e a d  a  more " g e n t l e  t o u c h "  
nay a t  times b e  d e s i r a b l e ,  The j o b  mus t  h e  d o n e ,  h o w e v e r ,  
and we b e l i e v e  t h a t  p o l i c i e s  f o l l o w e d  o v e r  t h e  l a s t  f ew 
q u a r t e r s  a r e  a p p r o p r i a t e  t o  t h e  f u t u r e ,  



I t  is  w i t h  t h e  f o r e g o i n y  t h o u g h t s  i n  mind t h a t  t h e  
C o m m i t t e e  p r e s e n t s  i t s  recon imenda t ions -  

Cash B a l a n c e s  

Cash b a l a n c e  t a r g e t s  o f  $ 2 0  b i l l i o n  o n  S e p t e m b e r  3 5  and 
$15 b i l l i o n  on December 31  were u n a n i m o u s l y  v o t e d  by t h e  
C o m m i t t e e .  N e t  m a r k e t  b o r r o w i n g  o f  $8 b i l l i o n  i n  t h e  c u r r e n t  
q u a r t e r  and  $5 b i l l i o n  i n  t h e  f o u r t h  q u a r t e r  w i l l  b e  e l i m i n a t e d  
b y  t h e s e  r e d u c t i o n s  i n  c a s h  b a l a n c e s ,  C o n s i d e r i n g  t h e  
f i n a n c i n g  b u r d e n  i n  t h e  n e x t  t h r e e  q u a r t e r s ,  h o w e v e r ,  t h e  
Committee v i e w s  t h e  recoininended l e v e l s  a s  minimum l e v e l s  t o  
b e  e x c e e d e d  i f  e v e n t s  p e r m i t ,  

The C u r r e n t  R e f u n d i n g  - 
The Committee, a f t e r  much d e b a t e ,  recommends a $16 b i l l i o n  

r e f u n d i n g  p a c k a g e  w h i c h  w i l l  r a i s e  $ 9 - 4  b i l l i o n  i n  new money. 
T h e r e  were 15 v o t e s  i n  f a v o r  o f  t h i s  amount  w i t h  6  members 
o p t i n g  f o r  a  $ 1 5 , 5  b i l l i o n  r e f u n d i n g .  T h e r e  was d i s c u s s i o n  
o f  a $16-5 b i . l l i o n  p a c k a g e  b u t  i t  was r e j e c t e d  a s  i t  was 
t h o u g h t  t h a t  t h i s  w a s  n o t  t h e  t i m e  t o  s u r p r i s e  t h e  m a r k e t  by 
e x c e e d i n g  g e n e r a l  e x p e c t a t i o n s ,  Those  o p t i n g  f o r  t h e  
$15.5 b i l l i o n  l e v e l  were m i n d f u l  o f  t h e  l a t e  June  s i g n s  o f  
less  m a r k e t  demand and f e l t  a  nod i n  t h e  d i r e c t i o n  o f  less 
new i s s u e  s u p p l y  m i g h t  improve c o n d i t i o n s  a t  l e a s t  i n  t h e  
s h o r t  term, A r e v i e w  o f  t h e  f i n a n c i n g  n e e d s  a h e a d  and g e n e r a l  
e x p e c t a t i o n s  t h a t  t h e  e n v i r o n m e n t  is  unl i .ke1y t o  improve  i n  
t h e  near f u t u r e  won t h e  d a y  f o r  $16 b i l l i o n  i n  t h e  c u r r e n t  
ref u ~ n d i n q ,  

T h e  Commit tee  

$6.5 b l l  

$5 ,5  b i l  

recommends t h e  f o l l o w ~ n g  r e f u n d r n g  p a c k a g e :  

l i o n  3 y e a r  n o t e s  t o  m a t u r e  8 /15 /86  

l i o n  1 0  y e a r  n o t e s  t o  m a t u r e  8 / 1 5 / 9 3  

$4.0 b i l l i o n  30 y e a r  b o n d s  t o  m a t u r e  8 / 1 5 / 2 0 1 3  .- - 
( w i t h  t h e  u s u a l  25 y e a r  c a l l  f e a t u r e )  

$16 .0  b i , i J . ion  

The a b o v e  v e r s i o n  o f  a $26 b i l l i o n  r e f u n d i n g  was a l s o  a p p r o v e d  
b y  1.5 v o t e s .  S i x  members would  p r e f e r  $ 7 . 0  b i l l i o n  o f  3 y e a r  
n o t e s  and $5,0 b i l l i o n  o f  1 0  y e a r  n o t e s .  The d i s c u s s i o n  h e r e  
c e n t e r e d  on t h e  m a r k e t "  p r e f e r e n c e  f o r  3 y e a r  v e r s u s  1 0  y e a r  
notes and t h e  need w h e r e  p o s s i b l e  t o  f o s t e r  a n  upward s1.ope 
t o  t h e  i n t e r m e d i a t e  and  l o n g e r  term p o r t i o n s  of t h e  y i . e ld  c u r v e .  

The C o m m i t t e e  recor~nmends t h e  t h r e e  issues be s o l d  a t  
a u c t i o n  o n  T u e s d a y ,  Wednesday and  T h u r s d a y  oE next .  week.  



The Committee a l s o  recommends t h a t  t h e  o n e  y e a r  b i l l  
a u c t l o n  b e  pushed  o f f  t o  t h e  ureek f u l l o w i n y  t h e  r e f u n d i n g  and 
s o l d  o n  T u e s d a y ,  A u g u s t  9 .  

Financing Over  t h e  B a l a n c e  o f  t h e  Q u a r t e r  - -- 
Appended to  t h i s  report is a  s c h e d u l e  o f f e r i n g  o u r  

recommendations f o r  f r n a n c l  ng d u r i n g  t h e  b a l a n c e  o f  t h e  t h l r d  
q u a r t e r .  

The  s c h e d u l e  c o n t a i n s  no  s u r p r i s e s  and  c o n t e m p l a t e s  
issue s i z e s  a p p r o x i m a t i n g  t h o s e  a l r e a d y  t e s t e d  i n  p r e v i o u s  
p e r i o d s ,  I f  f o l l o w e d ,  t h e  p r o  fo rma  s c h e d u l e  w i l l  r e s u l t  i n  
a  b i l l  component  o f  less t h a n  20% o f  n e t  new f i n a n c i n g  which 
i s  well.  w i t h i n  o u r  recommended g u i d e l i n e s  o f  25-308- 

One i m p o r t a n t  c o n c l u s i o n  r e a c h e d  b y  t h e  Commit tee  r n  
d i s c u s s i n g  f u t u r e  f i n a n c i n g  was to recommend a c a p  o f  
$ 8 . 0  b i l l i o n  o n  t h e  s i z e  o f  new o f f e r ~ n y s  o f  2 y e a r  n o t e s  
f e e l i n g  t h a t  a m o u n t s  a b o v e  t h i s  s i z e  were l r k e l y  to e x e r t  a n  
o u t s l z e d  e f f e c t  on  m a r k e t  r a t e s ,  

F i n a n c i n g  i n  t h e  F o u r t h  Q u a r t e r  
a- - 

A l s o  appended  t o  t h ~ s  r e p o r t  i s  a p r o  fo rma  financing 
s c h e d u l e  f o r  t h e  f o u r t h  q u a r t e r  t h a t  would  p r o d u c e  n e t  m a r k e t  
borowing o f  a l m o s t  $ 6 0  b l l l i o n ,  I t  c o n t e m p l a t e s  t h e  use of 
$8 b i l l r o n  i n  c a s h  management b i l l s ,  I f  n e e d s  e x c e e d  
$60 b i l l i o n ,  a d d i t i o n a l  c a s h  management b l l l s  c o u l d  b e  s o l d ,  
$12 b i l l i o n  were i s s u e d  r n  Lhe f o u r t h  q u a r t e r  o f  1982 .  

The most i m p o r t a n t  c o n c l u s i o n  t o  b e  g a i n e d  f rom e x a m i n i n g  
t h e  f o u r t h  q u a r t e r  f i n a n c i n g  s c h e d u l e  i s  t h a t  i t  d o e s  n o t  
a p p e a r  t h a t  t h e r e  w i l l  be a  need  t o  i n s t i t u t e  a n  a d d i t i o n a l  
n o t e  c y c l e ,  The Committee f e e l s  i t  i m p o r t a n t  to  l o o k  a h e a d  
a t  t h i s  p o s s i b i l i t y  a s  t h e  m a r k e t  s h o u l d  b e  n o t i f i e d  i n  
a d v a n c e  o f  t h e  i n i t i a t i v e  t o  i n s t i t u t e  a new c y c l e ,  

When I s s u e d  T r a d l n g  -- 
The C o m m i t t e e  is  h i g h l y  c o n c e r n e d  a b o u t  p o t e n t i a l  p r o b l e m s  

a s s o c i a t e d  w i t h  when i s s u e d  t r a d i n g  i n  T r e a s u r y  s e c u r i t i e s  
and t h e  p o t e n t i a l  a t t e m p t s  t o  r e g u l a t e  t h i s  a c t i v i t y  o r  
c e n t r a l l y  m o n i t o r  s u c h  t r a d e s ,  

We b e l i e v e  s t r o n g  c o n s i d e r a t - i n n  shou1,cl be yj.ven to 
s h o r t e n i n g  t h e  time b e t w e e n  t h e  annnunccinent  oE i s s u e s  and  
t h e i r  se"L.L.iement d a t e s ,  We b e l i e v e  t h a t  two or t h r e e  d a y s  
n o t i c e  o f  a n  i n t e n d e d  o f f e r i n g  p r i o r  t o  i t s  a u c t i o n  i s  
s u f f i c i e n t  and t h a t  f i n a l  s e t t l e m e n t  m i g h t  w e l l  b e  moved u p  a  
f u l l  week a f t e r  a n  i s s u e  is  a u c t i o n e d ,  



Were t h i s  d o n e ,  t h e  p o t e n t i a l  f o r  a b u s e s  would b e  s h a r p l y  
r e d u c e d  a n d  t h e  b e n e f i t s  a c c r u i n g  to  T r e a s u r y  f rom p r e - a u c t i o n ,  
when i s s u e d  t r a d i n g  would  b e  p r e s e r v e d ,  

The Committee" R a t e  F o r e c a s t  - ----- 
Your Commit tee  w a s  a s k e d  i n  a m e e t i n g  by a  p r o m i n e n t  

T r e a s u r y  o f f i c i a l  f o r  i t s  v i e w s  o n  t h e  o u t l o o k  f o r  i n t e r e s t  
r a t e s ,  T h e r e  b e i n y  n o  r e s p o n s e ,  we have  s u b s e q u e n t l y  c a u c u s e d  
a n d  o f f e r  t h e  f o l l o w i n g :  P r o j e c t i o n s  a t  12 /31 /83 .  

S h o r t  term r a t e s  ( a s  d e f i n e d  o u t  to  o n e  y e a r ) :  

L o  we r 6 members 

H i g h e r  1 2  members 

Unchanged 3 members 

Long Term r a t e s  ( a s  d e f i n e d  20-30 y e a r s ) :  

Lower 5 members 

H i g h e r  1 4  inembers 

Unchanged 2 members 

With t h a t  b i t  o f  whimsy,  I c l o s e  t h i s  r e p o r t .  

We are r e a d y  f o r  y o u r  q u e s t i o n s ,  

David G ,  T a y l o r  
Cha irrnan 



hEPORT TO THE SECRETARY OF THE TREASURY 
FROM THE U. S. GOVERNMENT AND FEDERAL 
AGENCIES SECURITIES COMMITTEE OF THE 

PUBLIC SECURITIES ASSOCIATION 

ii;- - 3 -, , 
M r ,  S e c r e t a r y ,  

A s  a p r e a m b l e  to  t h i s  r epor t ,  y o u r  C o m m i t t e e  c a n  o f f e r  
l i t t l e  t o  augment  o r  i n t e r p r e t  t h e  f a c t s  o f  t h e  c u r r e n t  
f i n a n c i n g  e n v i r o n m e n t ,  F a c t o r s  h a v e  combined to  smooth  t h e  
way f o r  c o n t i n u e d  s u c c e s s f u l  T r e a s u r y  so r t i e s  i n t o  t h e  m a r k e t ,  

Lower t h a n  e x p e c t e d  n e t  new b o r r o w i n g  n e e d s  h a v e  o f  
c o u r s e  b e e n  a f a c t o r  a s  h a v e  p r o j e c t i o n s  s h o w i n g  t h a t  lower 
t h a n  a n t i c i p a t e d  f i n a n c i n g  n e e d s  h a v e  c o n t i n u e d  i n t o  t h e  
c u r r e n t  q u a r t e r .  

The c a l m i n g  o f  money s u p p l y  g r o w t h  ra tes  and t h e  a p p a r e n t  
m o d e s t  s h a d i n g  o f  m o n e t a r y  p o l i c y  toward  a b i t  more r e s e r v e  
a v a i l a b i l i t y  h a v e  b e e n  v e r y  h e l p f u l  i n  s h a p i n g  i n v e s t o r  
a t t i t u d e s  a t  l e a s t  i n  t h e  s h o r t  term. 

S t i l l  t h e r e  l i n g e r s  t h e  f e a r  amony many t h a t  t h e  s t r o n g  
economy w i l l  e v e n t u a - l y  p r o d u c e  p r i v a t e  c r e d i t  demands t h a t  
w i l l  c o l l i d e  w i t h  p u b l i c  n e e d s  f o r  f u n d s ,  Some o b s e r v e r s  
would  s a y  t h e  c u r r e n t  r esp i te  may e v e n t u a l l y  make i ts  c o l l i s i o n  
more d r a m a t i c .  

T h e r e  is, h o w e v e r ,  a s t r o n g l y  h e l d  p o i n t  o f  v i e w  t h a t  
w i t h  money u n d e r  c o n t r o l ,  i n f l a t i o n  c o n f i n e d  t o  r e a s o n a b l e  
l e v e l s  and p r o s p e c t s  t h a t ' t h e  r o b u s t  p a c e  o f  t h e  r e c o v e r y  may 
be r e d u c e d - - s t a b i l i t y  and e v e n  some m o d e s t  d e c l i n e  i n  r a t e  
l e v e l s  may b e  f o r t h c o m i n g  i n  f u t u r e  m o n t h s ,  

I n  c o n s ~ d e r i n y  f i n a n c i n g  s t r a t e g y  u n d e r  t h e  d u a l  b e n e P i t s  
o f  s t a b l e  m a r k e t  c o n d i t i o n s  and lower t h a n  e x p e c t e d  c a s h  
n e e d s ,  t h e  Commit tee  f e e l s  t h a t  t h e r e  is o p p o r t u n i t y  t o  
f u r t h e r  a d d r e s s  t h e  s t r u c t u r e  of t h e  d e b t  by  c o n t i n u i n g  t o  
l e n g t h e n  m a t u r i t i e s  and  a t  t h e  same time, c o n t i n u e  to f o s t e r  
a n  upward s l o p i n g  y i e l d  c u r v e  w h i c h  w i l l  f u r t h e r  auqmen'c t h e  
a t t r a c t i v e n e s s  o f  l o n g e r  m a t u r i t y  T r e a s u r y  s e c u r i t i e s ,  

T h u s ,  i t n  o u r  r e c o m m e n d a t i o n s ,  you w i l l  n o t e  t h e  t h r e a d  of 
c o n t i n u e d  a g g r e s s i v e  use o f  coupon  i s s u e s  a n d  t h e  r e d u c t i o n  o f  
b i l l  o f f e r i n g s  w h e r e  m s s i b l e ,  i n  f a c t ,  t h e  C o m m i t t e e  b ~ l i e v e s  
t h a t  a s  t h e  amount o f  n e t  m a r k e t  b o r r o w i n g s  i s  r e d u c e d  ( i n  
c o n c e r t  w i t h  d e c l i n i n g  d e f i c i t s ) ,  t h a t  n e t  a d d i t i o n s  t o  t h e  d e b t  



b e  sought. t h r o u g h  coupon  o f f e r i n g s  l e a v i n g  t h e  b i l l  component  
o f  t h e  d e b t  relatively s t a b l e ,  

T r e a s u r y  Cash "- B a l a n c e s  

B e c a u s e  o f  t h e  m a n n e r  i n  which  s e t t l e m e n t  d a t e s  f a l l  o n  
t h e  December and March q u a r t e r - e n d  f i n a n c i n g s ,  t h e  Committee 
b e l i e v e s  t h a t  c a s h  b a l a n c e  g o a l s  a t  December 3 1  and  March 3 1  
s h o u l d  b e  s e t  a t  $10  b i l l i o n .  T h i s  p r o v i d e s  a d e q u a t e  w o r k i n g  
c a s h  o n  t h o s e  d a t e s  and b a l a n c e s  a r e  s u b s t a n t i a l l y  augmented  
i m m e d i a t e l y  a f t e r  b o t h  q u a r t e r  e n d s ,  

The C u r r e n t  R e f u n d i n g  

The Commit tee  a f t e r  a  t h o r o u g h  d i s c u s s i o n  and  a v o t e  o f  
18-3 w i t h  o n e  a b s t e n t i o n  recommends t h e  f o l 1 o w i n g  p a c k a g e  t o  
r e f u n d  $ 5 , 9  b i l l i o n  i n  m a t u r i n g  November 1 5 ,  1 9 8 3  s e c u r i t i e s :  

$ 6 . 2 5  b i l l i o n  3  y e a r  n o t e s  t o  m a t u r e  11 /15 /86  
$ 5 , 5  b i l l i o n  r e o p e n e d  11 7/8% n o t e s  o f  8 /15 /93  
$4.25 b i l l i o n  r e o p e n e d  1 2 %  b o n d s  o f  8 /15/2013 

$16.0  b i l l i o n  

I t  is  deemed d e s i r a b l e  t o  r e o p e n  t h e  l a t t e r  t w o  issues and 
c u r r e n t  pr ice premiums are  n o t  l u d g e d  t o  b e  o n e r o u s  to  
i n v e s t o r s '  i n t e r e s t  i n  t h e  i s s u e s .  

We recommend t h a t  t h e s e  i s s u e s  b e  s o l d  o n  a  y i e l d  a u c t i o n  
b a s i s  i n  t h e  u s u a l  o r d e r  d u r i n g  t h e  week o f  O c t o b e r  30. 

F i n a n c i n g  Over  t h e  B a l a n c e  o f  t h e  Q u a r t e r  

Appended t o  t h a t  r e p o r t  is a  s c h e d u l e  o f f e r i n g  o u r  
r e c o m m e n d a t i o n s  f o r  f i n a n c i n g  d u r i n g  t h e  b a l a n c e  o f  t h e  f o u r t h  
q u a r t e r .  The f i n a n c i n g  s c h e d u l e  c o n t e m p l a t e s  n o  n e t  new 
f i n a n c i n g  i n  r e g u l a r l y  o f f e r e d  b i l l s ,  t h e  m o d e s t  u s e  o f  c a s h  
management b i l l s  and t h e  b u l k  o f  y o u r  f i n a n c i n g  n e e d s  met 
t h r o u g h  t h e  use o f  c o u p o n  issues, T h i s  r ecommenda t ion  i s  
c o n s i s t e n t  w i t h  t h e  f i n a n c i n g  s t r a t e g y  s e t  f o r t h  e a r l i e r  i n  
t h i s  r e p c r t ,  

F i n a n c i n g  i n  t h e  F i r s t  Q u a r t e r  o f  1984  

A l s o  appended  t o  t h i s  r e p o r t  is  a  s u g g e s t e d  f i n a n c i n g  
s c h e d u l e  f o r  t h e  f i r s t  q u a r t e r  of 1 9 8 4 ,  T h i s  p l a n  would  
ra i se  $55 b i l l i o n  i n  new money, a p p r o x i m a t e l y  25% i n  b i l l s  a n d  
75% i n  coupon  o f f e r i n g s ,  



The f i n a n c i n g  p l a n  would l i m i t  2 -yea r  n o t e  o f f e r i n g s  t o  
o u r  s u g g e s t e d  c a p  o f  $8.0 b i l l i o n  and n o t  r e q u i r e  t h e  - 
i n t r o d u c t i o n  o f  a  new c y c l e  n o t e .  

O f f e r i n g s  o f  20  Year Bonds 

Prom time to  time t h e  Committee h a s  r e v i s i t e d  t h e  
q u e s t i o n  o f  t h e  a d v i s a b i l i t y  o f  t h e  u t i l i z a t i o n  o f  20 y e a r  
b o n d s  as  a f i n a n c i n g  v e h i c l e ,  T h i s  q u e s t i o n i n g  ar ises  a s  t h e  
2 0  y e a r  bond g e n e r a l l y  s e l l s  a t  a h i g h  l e v e l  a g a i n s t  t h e  
y i e l d  c u r v e  and d o e s  n o t  e n j o y  a  r e l a t i v e l y  h i g h  l e v e l  o f  
a f t e r m a r k e t  t r a d i n g  a c t i v i t y .  

I n  p a s t  d i s c u s s i o n s ,  t h e  Commit tee  h a s  c o n c l u d e d  t h a t  i n  
s p i t e  o f  t h e s e  d r a w b a c k s ,  t h e  h e a v y  n e e d s  o f  t h e  T r e a s u r y  
m a n d a t e  t h e  u s e  o f  a l l  a p p r o p r i a t e  and a v a i l a b l e  s lo ts .  
F u r t h e r m o r e ,  t h e r e  is a demand f o r  20  y e a r  b o n d s  and  t h o s e  
t h a t  p u r c h a s e  t h e s e  g e n e r a l l y  a p p e a r  to  h o l d  them f o r  i n v e s t m e n t  
r a t h e r  t h a n  f o r  t r a d i n g  p u r p o s e s .  

I n  o u r  d i s c u s s i o n  a t  t h i s  m e e t i n g ,  t h e r e  was a d i s c e r n a b l e  
movemen? i n  s e n t i m e n t  t o w a r d  t a k i n g  a less p o s i t i v e  v i e w  o f  
20 y e a r  bond f i n a n c i n g ,  n s u g g e s t i o n  t h a t  would  b e  m e t  
w i t h  f a v o r  by  many Commi t t ee  members would be t o  b e g i n  p h a s i n g  
o u t  20 y e a r  f i n a n c i n g  i n  f a v o r  o f  more 30 y e a r  f i n a n c i n g  
w h e r e  demand is  more c o n s i s t e n t  and  p r i c i n g  more f a v o r a b l e .  
The a d d i t i o n a l  p o i n t  was raised t h a t  t h i s  would  move g r e a t e r  
w e i g h t  t o  t h e  i m p o r t a n t  m i d - q u a r t e r  r e f u n d i n g *  

W e  b e l i e v e  t h a t  t h i s  m a t t e r  m i g h t  r e c e i v e  more s t u d y  o n  
t h e  p a r t  o f  T r e a s u r y  s t a f f  and  c o u l d  be a n  item t h a t  t h e  
C o m m i t t e e  c o u l d  c o n t e m p l a t e  f u r t h e r  a t  a f u t u r e  or s p e c i a l  m e e t i n g ,  

When I s s u e d  T r a d i n g  

The Committee commends t h e  T r e a s u r y  f o r  i t s  announced  
i n t e n t i o n  t o  s h o r t e n  t h e  when i s s u e d  t r a d i n g  p e r i o d  i n  
c o n n e c t i o n  w i t h  i ts  s e c u r i t y  o f f e r i n g s ,  W e  u n d e r s t a n d  t h e  
o p e r a t i o n a l  p r o b l e m s  t h a t  t h i s  may p r e s e n t  i n i t i a l l y  and  
i n d i v i d u a l  members are a v a i l a b l e  f o r  c o n s u l t a t i o n  i f  n e e d e d ,  

C h a n g e s  i n  S e c u r i t i e s  A c c o u n t i n g  f o r  Banks 

The C o m m i t t e e  b e l i e v e s  t h a t  r e c e n t l y  p r o m u l g a t e d  c h a n g e s  
by t h e  O f f i c e  of  t h e  Comptroller of  t h e  C u r r e n c y  c o n c e r n i n g  a  
c h a n g e  from s e t t l e m e n t  d a t e  t o  t r a d e  d a t e  a c c o u n t i n g  f o r e  
securities and  t r e a t i n g  commitments  o n  a  g r o s s  r a t h e r  t h a n  a  
n e t  b a s i s  may have  a d e t r i m e n t a l  e f f e c t  o n  t h e  v i a b i l i t y  o f  
t h e  T r e a s u r y  m a r k e t ,  



These  changes ,  i t  would a p p e a r ,  would r e s u l t  i n  a  sub-  
s t a n t i a l l y  g r e a t e r  use of c a p i t a l  by bank d e a l e r s  and may 
w e l l  r e d u c e  bank s e c o n d a r y  marke t  a c t i v i t y ,  

W e  u rge  t h a t  a p p r o p r i a t e  o f f i c i a l s  i n  T r e a s u r y  review 
t h e s e  changes  i n  r e l a t i o n  to  t h e i r  p o t e n t i a l  e f f e c t  on  t h e  
m a r k e t  f o r  T r e a s u r y  s e c u r i t i e s ,  

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

David G ,  T a y l o r  
Chairman 



TREASURY MARKET BORROWING -- 
3CTDBER-DECEMBER 1983 

( I n  E l l l i o n s  of D o l l a r s )  

2%. C a m ~ ? t e d  --. o r  .?&nnounced throuqh October  2 4 ,  1983 

B i l l s  
Amount Fore ign  Amount N e w  

Of f e r e d  Add-Ons -- Matur ing  - Cash 

Weekly B l l l s  48 .1  - 49,9  -1.8 
52-Week B i l l s  15 .5  - 1 4 - 0  +1 . 5 
Cash Management - - - - - - - - 

S u b t o t a l  6 3 , 6  - 6 3 - 9  - . 3  

2-Year Note 
7-Year Nore 
20-Year Bond 

Sub to ta l  

TOTAL 



'TnEASURY NARKET BORROWING 
OCTOBER-DECEMBER 1 9 8 3  

( T n  h i l l i o n s  o f  d o l l a r s )  

B ,  To BC Announced A f t e r  O c t o b e r  2 4 ,  1 9 8 3  - -- 

AMOUNT FOREIGN AMOUNT 
WEEKLY BILLS OFFERED ADD-ONS MATURING 

52-WEEK BILLS 

1 2 / 1  8.0  
1 2 / 2 9  8 . 0  

CASH MANAGEMENT 

December  

S u b t o t a l  

NEW 
CASH 

COUPONS 

2-Year Mote 8 .0  3 5  4 - 8  3 .55  
5-Year  Note 6.0 - - 6 . 0  
Nov. 15  RefundLng 16,O .4  5 , 9 1 0 . 5 0  - 

S u b t o t a l  29.75 . 75  1 0 . 8  2 0 - 0 5  

TOTAL 1 5 9 - 3 5  ~ 7 5  1 3 6 . 8  25.25 - 

NOTE: Assumes  $ i 0 , 0  b i l l i o n  c a s h  b a l a n c e  o n  December 3 0 ,  A l s o  
$5 .0  b i l l i o n  o f  c a s h  management  b i l l s  may b e  n e e d e d  i n  
e a r l y  December ,  w h i c h  w i l l  b e  r e p a i d  b e f o r e  month  e n d .  



ISSUE 

--m u ~ A I K A T E D  TREASURY MARKET BORROWING 
JANUARY-MARCH 1984  

( I n  b i l l i o n s  of d o l l a r s )  

AMOUNT FOREIGN AMOUNT 
OFFERED ADD-ONS -- MATURING 

BILLS --- 
Weekly  E i l l s *  1 6 6 , 8  
52-Week B i l l s h X  2 4 - 0  
Cash  Management 1 0 . 0  

S u b t o t a l  2 0 7 . 0  1 8 6 . 9  

COUPONS 
2-Year Note# 
4-Year Note 6.25 - 3  2.4 
5-Year  Note 6.0 - - 
7-Year Note  5 . 3  - - 
20-Year Bond 3 %  8 - - 
Feb 15 R e f u n d i n g  - 1 7 . 0  - 3  - 4 , 5  - 

S u b t o t a l  6 2 - 8 5  1 - 5  2 2 . 7  

GRAND TOTAL 269.85 1 , 5  209 = 6 

NOTE: Assumes a b a l a n c e  of 10 .0  o n  March 3 0 .  

NEW 
CASH PERCENT - 

"Assumes o f f e r i n g s  o f  $ 1 2 - 8  i n  J a n u a r y  and  t h e r e a f t e r ,  

**Assumes o f f e r i n g s  o f  8,O i n  J a n u a r y ,  F e b r u a r y  and  March,  

t Assumes o f f e r i n g s  o f  $ 8 . 0  i n  December ,  J a n u a r y  and  F e b r u a r y .  


