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Cette publication est également offerte en francais
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PREFACE

The Debt Operations Report provides an overview of the government’s borrowing
.Operations and their underlying rationale. It describes and explains various strategic and
- operational aspects of the debt program and the government’s cash management activities,
both for the past year, and from an historical perspective, and provides backglound
mformatlon on Crown corporation borrowing.

Reference tables provide an outline of the evolutlon of the structure of outstanding market -
debt, a record of Treasury bill issues, bond issues, and Exchange Fund Account cash
management swaps in'1991-92, a list of all outstanding interest rate swaps undertaken by
the government, an historical summary of the Canada Savings Bond program, a list of all
outstanding issues of Government of Canada marketable bonds, an historical overview of
 the distribution of domestic holdings of Government of Canada securities, and summaries
" of market borrowing and borrowings from the Consolidated Revenue Fund by Crown
corporations. There is also an annex containing a summary of the important features of
the three main Government of Canada debt instruments: marketable bonds, Treasury
bills, and Canada Savings Bonds. :
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2.

Canada Savings Bonds

Total gross sales of CSBs during the 1991 campaign were $9.6 b11hon up f1om last year S

" gross sales of $6.7 billion. Net purchases of the new bonds during the campaign were

$4.7 billion, after allowing for redemptions of past series. Because of this increase, and
because of a decline in gross redemiptions to $4.6 billion from $10.3 billion in the

- previous fiscal year, the outstanding CSB stock rose to $35.0 billion at March 31, 1992,
- arresting the decline in the stock which had occurred every year since fiscal 1987-88.
" (See Chart 4. )

The CSB campalgn coincided Wlth a penod of rapidly dechnmg interest rates, with the
result that CSBs, with a coupon rate of 7 1/2 per cent, became more attractive as the
campaign progressed. Even so, sales at the beginning of the campaign went slowly, as
investors became accustomed to the fall in rates on savings instruments from earlier levels
(the coupon: on:the previous year’s CSB was 10.75 per cent).

CSBs continue to face vigourous competition for savmgs Despite this, CSBs continue to

“attract demand from a wide cross-section of Canadians-and to play an important role in

government debt operations; they have been a cost-effective source of funds in recent
years and remain a principal means of facilitating widespread retail distribution of the
government’s debt. (Refe1ence Table III traces the development of the CSB ploglam

~ since 1980-81.)

'3. The Canadian dollar i interest rate swap program

Since February 1988, as opportunities have arisen, Canada has entered mto domestic
fixed-to-floating interest rate swap agreements Wlth selected counterparties. These
agreements make use of Canada’s relative advantage in issuing fixed-rate debt to obtain

. floating-rate funds at rates below those on Treasury bills. During fiscal 1991-92, the
. government tlansacted 15 swaps with a norninal principal amount totalling $850 million,.
- at floating rates between 71 and 76 basis points below three-month Bankers’ Acceptances

(B.A.’s). With the total stock of $5.78 billion outstanding at March 31, 1992, estimated
savings of about $46.2 million per year below comparable Treasury bill costs are being
realized. (Reference Table IV contains a list.of all interest rate swaps done by the

govemment up to March 31, 1992.)

4. ,Exchange Fund Account cash management swaps

During fiscal 1991-92, the government continued to utilize Exchange Fund Account (EFA)
cash management swaps as an effective means of raising Canadian dollars for cash
management purposes on short notice; these swaps are typically for somewhat smaller

~amounts and shorter maturities than Cash Management bills. EFA cash management

swaps exchange a small portion of Canada’s foreign currency exchange reserves for
Canadian dollars, with a simultaneous agreement to buy the foreign currency back at a
fixed price sometime in the future. At the end of fiscal 1991-92, US$904 million of these

~ swaps were outstanding, Reference Table V provides a list of all EFA cash management

swaps undertaken during the fiscal year.



















DEBT OPERATIONS REPORT 13

borrowings from $16.8 billion to$13.5 billion. This absolute fall in the level of Crown
corporation borrowings reflected the government'’s privatization of several of its Crown

corporations over the period and debt reduction strategies of some of the major Crown
corporations. | '
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ANNEX: GOVERNMENT OF CANADA MARKET DEBT INSTRUMENTS
Marketable bonds _ L

Government of Canada marketable bonds are available in both fully registered and bearer
form, in denominations ranging from $1,000 to $1,000,000. With the exception of the
3.75 per cent bonds maturing March 15, 1998, all Canadian dollar marketable bonds are
non-callable. All Canadian dollar marketable bonds pay interest semi-annually.

New issues of government bonds are sold via public tender, with the Bank of Canada
acting as the government’s fiscal agent, through a syndicate of primary distributors, made
up of Canadian securities dealers and a small number of Canadian chartered banks.
Typically, these sales are via bid-price (American-style) auction.

There is also an extensive domestic secondary market in marketable bonds. Canada bonds
are the benchmark bonds of the Canadian borid market, and are very liquid, and market
participants buy and sell bonds quite actively in this market.

Treasury bills

Government of Canada Treasury bills are issued in bearer form, in denominations ranging
from $1,000 to $1,000,000.

New issues of Treasury bills are sold by public tender on a discount basis, with the Bank of
Canada acting as the government’s fiscal agent, through a syndicate of primary
distributors, made up of Canadian securities dealers and chartered banks. Treasury bills
with terms to maturity of three, six, or twelve months are auctioned on a weekly basis,
typically on Thursday for delivery Friday; from time to time, shorter-term cash -
mahnagement bills are also auctioned. (After November 20, 1992, weekly Treasury bill
auctions will normally occur on Tuesday of each week, for delivery Thursday.)

There is also an extensive domestic secondary market in Treasury bills; chartered banks,
securities dealers, and the general public buy and sell Treasury bills in this market.

Canada Savings Bonds
CSBs are offered for sale by most Canadian financial institutions for a limited time in
October. This sales period is accompanied by an advertising campaign. To facilitate their
purchase, many Canadians elect to purchase CSBs through payroll deductions.

Except in certain specific circumstances, Canada Savings Bonds can only be registered in
the name of residents of Canada, and are available in both regular-interest and compound-
interest forms. Denominations range from $100 to $10,000; all CSBs are non-callable, and,
except in certain limited circumstances, non-transferrable.

CSBs pay a competitive rate of interest which is guaranteed for one year. They may be
cashed in at any time, and, after the first three months, pay interest up to the end of the
month prior to encashment.























































