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Abstract

This paper shows that differences in supplies of 13- and 12-week Treasury bills have statistically significant

and economically meaningful effects on their yield differentials from January 1985 through October 1991,

controlling for the general slope of the Treasury bill yield curve, the tendency of bills maturing at month-

ends to have lower yields and the tendency of bills whose supply is augmented by cash management bills to

have higher yields. The finding that market participants do not arbitrage away yield differentials that owe to

differences in supplies indicates that demand curves for individual bills are downward sloping and that

segmentation in the Treasury bill market is more pervasive than previously documented.
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…More specific questions arise: do the practices of simultaneous auctions2 and of non-competitive bids3 increase the

revenue of the Treasury? Other important issues are related to the structure of debt issuance: determining the reopening

policy, reducing the cost associated with short-term Cash Management Bills (Seligman, 2001), finding the issue size that

generates most liquidity at the lowest cost (Fleming, 2002), controlling for the fact that bills maturing at month-ends

have lower yields (Park and Reinganum, 1986; Simon, 1994a). In general, the empirical literature on Treasury bill

auctions concerns either the relative performance of different auction mechanisms (Umlauf, 1993; Simon, 1994b; Heller

and Lengwiler, 1997; Hortaçsu, 2002; Février et al., 2002), or the comparison of prices that result from the auction with

prices that prevail on other government security markets (Cammack, 1991; Spindt and Stolz, 1992; Jegadeesh, 1993;

Goldreich, 1997).…
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…Stock prices rise when shares are listed on the S&P 500 index, an event that appears to be non-informative (Shleifer,

1986; Harris and Gurel, 1986; Kaul et al., 2000). Yields on specific Treasury bills whose supply is announced to increase

rise relative to yields of bills with adjacent maturity; there would be no change in relative yields if they responded solely

to the arrival of information (Simon, 1994). The idea that exchange rates respond to non-informative order flow gains

further, though informal, support from the observation that dealers' strategies for dealing with orders presume an

influence from any and all such orders.16…

Show abstract

https://www.sciencedirect.com/science/article/pii/S1386418111000346
https://www.sciencedirect.com/science/article/pii/S0378426608002148
https://www.sciencedirect.com/science/article/pii/S1062976906000858
https://www.sciencedirect.com/science/article/pii/S0261560605000732
https://www.sciencedirect.com/science/article/pii/S0261560604001147


The dynamic relationship between the federal funds rate and the Treasury bill rate: An

empirical investigation

2003, Journal of Banking and Finance

Show abstract

View all citing articles on Scopus

Recommended articles (6)

Research article

Assessing the effects of unconventional monetary policy and low interest rates on pension fund

risk incentives

Journal of Banking & Finance, Volume 77, 2017, pp. 35-52

Show abstract

Research article

Surplus–debt regressions

Economics Letters, Volume 151, 2017, pp. 10-15

Show abstract

Research article

Block-ownership structure, bank nominee director and crash-risk

Finance Research Letters, Volume 14, 2015, pp. 20-28

Show abstract

Research article

Unusual investor behavior under tacit and endogenous market signals

International Review of Economics & Finance, Volume 73, 2021, pp. 76-97

Show abstract

Research article

Money and business cycle: Evidence from India

The Journal of Economic Asymmetries, Volume 18, 2018, Article e00105

Show abstract

Research article

Are monetary surprises effective? The view of professional forecasters in Israel

International Review of Economics & Finance, Volume 76, 2021, pp. 516-530

Show abstract

https://www.sciencedirect.com/science/article/pii/S0378426602002467
http://www.scopus.com/scopus/inward/citedby.url?partnerID=10&rel=3.0.0&eid=2-s2.0-0001540569&md5=d0222ccecf493264f3bdcd55873559
https://www.sciencedirect.com/science/article/pii/S0378426616302576
https://www.sciencedirect.com/science/article/pii/S0165176516304943
https://www.sciencedirect.com/science/article/pii/S1544612315000641
https://www.sciencedirect.com/science/article/pii/S1059056020303154
https://www.sciencedirect.com/science/article/pii/S1703494918300604
https://www.sciencedirect.com/science/article/pii/S1059056021001350


I would like to thank Leora Klapper for fine research assistance and Tim Cook, Lee Crabbe, Mark Fisher and Steve Lumpkin for
helpful comments. The views expressed are those of the author and do not necessarily reflect the views of the Federal Reserve
Board or of any other members of its staff. Any errors are the author's own.

View full text

Copyright © 1994 Published by Elsevier B.V.

Copyright © 2023 Elsevier B.V. or its licensors or contributors.
ScienceDirect® is a registered trademark of Elsevier B.V.

∗

https://www.sciencedirect.com/science/article/pii/0378426694000824
https://www.elsevier.com/
https://www.relx.com/

