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Office Correspondence Date__Ootober 22, 1947
To Chair Subject:___Changes in holdings of "E"™

Fro i - — bonds by denominations
da .Z.W

Total holdings of Series "E™ bonds increased in the first half
of 1947 for the first time since 1945 The increase, however, was entirely
in denominations of $200 and over, and holdings of lower denominations con-
timed to decrease though at a slower rete than in 1946. Total holdings
increased by 528 million, 28 million because of an excess of sales over
redemptions snd 280 million beceause of additions to accrued discounte By
denominations, sales of $200 and larger bonds exceeded redemptions by 787
million, but sales of smaller denominations were 542 million dollars less
than redemptions, The net redemption of $25 and $10 bonds was 350 million
dollars,

The following dete with respect to the changes in holdings of
bonds have been condensed from the attached table which shows changes
in sales and redemptions of sll U, S. Savings Bonds,

HEN

CHANGES IN HOLDINGS OF "™E®™ BONDS

(In millions of dollars)

Including
Excluding accrued discount acerued
310, ¥25  ¥50, §100 3200, 3500, §1,000 discount,
bonds bonds bonds Total total
19L5
Jan.-June 783 1,233 1,408 3,427 3,583
July-Decs - 37 Lo5 1,067 1,432 1,629
1946
Jane~-June =500 - 393 378 - 605 - 367
July-Dece -508 - 329 L85 - 352 - 96
1947
Jane=June ~Z50 - 192 87 218 528
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Changes in holdings since June are not awvailable by bond de-
nominationse Aggregate holdings, however, have been quite steady during
the last six months. Following en increase of ;27 million in the first
quarter (excluding accrued discount), when sales are seasonally high prior
to exhaustion of the purchase limit, holdings have ddcreased by 77 and 70
million in the second and third quarters, respectively.

As shown in the more detailed table attached, aggregate redemp-
tions of "E™ bonds increased sharply for a year after the end of the war
in mid-1945, rising from 21 billion dollars in the first half of 1945 to
3.0 billion in the first half of 19,64 At the same time, sales fell off
even more rapidly, from 5,5 billion to 2.l billion in the same two periods,
As a result, aggregate holdings decreased o6 billion in the first half of
1946, or else by .l billion if the increase in accrued discount is added
to holdingse This marks the first and slso the grcatest decline in "E™ bond
holdings that has occurred. Holdings, including acecrued discount, decreased
only .1 billion in the second half of 19,6, and then increased by .5 billion
in the first half of 1947.

The improvement since the first half of 1946 is accounted for by
a large reduction in the volume of redemptions, reversing the previous up-
ward trend, which has exceeded in amount a further reduction in the volume
of purchasese Redemptions decreased from 3,0 billion in the first half of
196 to 2.0 billion in the first half of 19,7, while sales were decreasing
from 2.l to 2.3 billion. The facts that redemptions are now no larger than
in the first half of 1945 and that sales have turned upward from a low point
of 2.C billion in the second half of 1946, reflect the effect of a rising
level of income and the elimination of many of the more transitory investors
who, under the incentive of patriotism, had purchased more bonds than they
could afford,

The increasing permanence of the investments in "E™ bonds is also
shown by the decline in the proportion of redemptions to total amounts out-
stending which has been in progress beginning in the last half of 1946 for
all denominations of bondse The decline in the redeemed proportion of
smaller denomination bonds ($50 and under) began even earlier, The redeemed
proportion of the smaller denomination bonds as well as of the total of all
"E" bonds has fallen below the level in the first half of 1945, but the re-
deemed proportion of lerger denomination bonds has not yet fallen below the
earlier level, The estimated proportions redeemed in selected periods eare
as follows:

REDEMPTIONS OF "E™ BONDS AS FER CENT
OF AMOUNT OQUTSTANDING AT BEGINNING OF PFERIOD

$10 82¢c $50 $100 $200 $500 $1,000 Total
1945
Jane-June 3Le6 15,1  10.5 543 -- %6 3.5 842
July-Dece 356 1749 1340 6.8 - L.y L2 9.9
19,6
Jane=June 30.9 15 .9 12 .5 7.8 9;6 5.9 5 .8 9.9
July=-Dece 23.4 12,7 1040 645 6.5 L.o Le7 7.9
1947
-JEI-IT-June 18 03 10.2 8.2 5.6 700 }.I.oé }4—.5 6.6
org/

Federal Reserve Bank of St. Louis



Tos Chairmen Eccles -3 -

The pattern of redemptions and sales of smaller denominations
($100 or less) has differod somewhat from thet of larger denominationse
The peak redemptions of the smaller denomination bomds occurred in July-
December 1945 rather than in January-June 194;6; and the volume of sales
of the smaller denominations has contimied to decrease while that of
larger denominations turned upward in July-December 19L6.
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Ue Se SAVINGS BONDS, SALES AND REDEMPTIONS

(In millions of dollars)

Series ﬁﬁi bonds

Period $10 | 325 | 350 $100 $200 | $500 | $1,000.] Total npn ngw "a.p" | Total
1945
Jane = June
Sales L3 | 1,850 | 811 1,087 -- 623 1,100 5,516 363 1,488 - 7,367
Redemptions 9] 1,101 | 352 313 - 128 187 2,089 L7 120 105 2,361
Net e el T - H95 | + 913 | +3,L27 | #3516 | +1,588 | -105 | 45,006
Acerued dis. * * * * * * * + 156 + 11 - + 52 + 219
July = Dece
Sales L3 | 1,392 | 606 756 115 L96 901 1,306 232 1,032 - 5,570
Redemptions 21 | 1,L51 | L99 1158 - 179 266 2,874 58 1,5 120 2,197
Net + 22 |= 59 [+107 +298 +115 #3517 +635 | #1,L32 syin + 887 | =120 2,373
Accrued dis, * * * * * * * + 197 + 15 - + 61 + 265
1946
Jane = June
Sales 21 709 | 3, 318 80 280 691 2,L33 176 1,433 - Lol
Redemptions 25 | 1,295 | Lo8 s5L7 11 257 L,05 3,038 91 203 188 3,520
Net - L} [- -586 [-19h =199 + 69 + 25 #286 | - 605 + 85 41,250 | =188 + 521
Accrued dis. * * * * * * * + 238 + 19 - + 54 + 308
July = Dece
Sales 11 L66 | 211 289 57 286 713 2,033 U 1,203 - 3,385
Redemptions 18 967 | 383 LL6 12 217 3,2 2,385 98 222 202 2,907
Net - 7 =501 [=172 =157 + 15 + 0 571 | = 352 + 51 + 081 | =202 + L8
Accrued dis, * * * * * * * + 256 + 22 - + 5l + 331
1947
Jane = June
Sales 6 393 | 197 29l 63 332 968 2,254 210 1,357 - 3,822
Redemptions 13 756 | 302 381 16 209 351 2,006 105 2h6 280 2,638
Net - 7 =33 |[=105 - 87 + 47 +123 +617 | + 28 +105 +1,111 | =280 +1,184
Accrued dis, * * * * * * * + 280 + 27 - + 54 + 360

* Not awvailable,

GOVERNMENT FINANCE SECTION, BOARD OF GOVERNCRS
October 21, 1947
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