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Introduc

During the eslendsr year 1943 the Tressury will have
to sell §71 billlione of securities in order to finance
the budget deflelt and provide for net ocutlaye to Govern-
ment corporations., Thle estimate 1s based on dsta in the
1948 Budget for the fiscsl years 1943 asnd 194%4; no
allowance has been made, however, for the new tax revenues
recguested by the President.

It is of the utmoet lmportance that thle 71 billions
of new securities be sbsorbed by non-banking investors ae
far as possible, Current personsl savings znd corporate
accumulations provide by far the best source of funds for
Federsl borrowlng, The amounts of sueh esavings and
acoumulations are expectod to aggregate sbout 67 billicns
during 19“;, of whieh about (4% billione will be personal
gavings, hese large amounts are estimsted on the baels
thaet purchasling power to thle extent must be immobllized
during the year 1f prices are to remaln siable.

It will be noted that current savings and sccumula-
tions are of spproximately the same magnltude as the amount
of expected Federal borrowlng. Thle is not & chance result
but a requirement, The production of goode and services
for the whole economy generates lncomes to the full value
of the goods and services produced., If the Covernuwent

urchases half of the goods and servicee sroduced but taxes
%bcth personal and business) absorb only a quarter of the
incomes received, then the eclvillen pert of the eecnomy
will have three-guarters of the lncomes produced but will
be able to buy only half of the goods and services. The
Governmuent will than hsve a deflelt aggregsating cne~
quarter of total incomes and elivillans will have s corree-
sonding eurplus {current savings and sccumulations) of

the sase amount., Hlnecr adjustncntt, of course, keep the
two figures from being sbsolutely ldentleal.
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How should the sights be set in planning s flnaneing
program during the year to absord current savings and
accumulations? This memorandum has been written to assist
you in meking your deelsion, The approach le to exsmine
recent experlience with respect tc abeorblng such savings
and accumulations through sales of Federal securitlies, end
to plan a serles of gosls for 1943 to improve progressively
on this experience,

The analysis uses several tebles, and for convenlence
the explanatlon of eseh table has been arranged to appear
next to the table itself!

l. Past ixperience

2. Goale for Absorbling Curreant favinge and
Accumulatione in the Calendar Year 1943

3. Additional Sgles of Federal Securitice
Fequired to Provide Heplacements to Uffset
Depletions in Exleting Fortfollos

4, Gross Sales of Federal Securities Hegulred
for New Meney snd Replscements

5. Classification of Requlred Gross Sales %o
ch~5nnkxn§ Investor Groups by "Continuing*
and "Periodle Special iffort® Categories

6., Personsl Savinge Anslyzed by Income Oroupe

7. Personal Savings Available for Purchassing
Federal Seecuritles Analyzed by Income Crouns
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FIRST REVISION

Table 1.

Comparison by Investor Groups of Federal Securities Absorbed and Current Savings and Accumulations Received,
By Semi-annual Periods, July 1941 - December 1942

(In billions of dollars)

July - December 1942

: July - December 1941 ; January - June 1942

e oo

H : : : : 3 : : 3
H H H : : : : : :
i Securi-:Savings: : Securi-:Savings: ‘Securi-: Savi ngs:
: ties : re- :Percent: ties : re-~ iPercent: ties : re- iPercent
Investor group i ab- :ceived: 2/ : ab- iceived: 2/ i ab- :ceived: 2/ il
tsorbed: 1/ $ sorbeds 1/ 3 :sorbeds 1/
: H H : : : H 3 H
: §oa : $ : : B i +
A, Nonbanking sources:
1, Investors receiving personal
savings?
a, Insurance companiessscecececse 1,0 151 9 1.1 2.1 1.2
be Mutual 'uing' b&nkl...u..-- 03 -2 o2 - .7 o}
c. Recipients of debt repay-
ment by individualsececcccces - —-olt - 1.4 - 1.4
de Individuals, partnerships,
and personel trustaccounts.,. 2.5 5.6 us% 4 b 1.5 59% 5.8 12,4 L%
0. !otd...OOQO0.00......0.0.'.. 208 6.1- 20!2 2.] 8.6 15')
2. Investors receiving corporate
accumulations:
a, Recipients of debt repayment
by corporationl.............. - -1/ - 'y - -}/
be Corporations other than banks
and insurance companies.ece.. 2.4 -.1 - <9 1.9 L7% 6.1 9.5 1%
Ce Total........................ 2.“ "ol 09 103 607 9'5
3s Other investors:
2. Tax-exempt institutions..eee. - - ol - ol -
b. U. S. Government agencies
and trust tund'.oocoo-ooo.ooo 1.0 1.0 1.1 1.0 1.6 1.3
ce State and local govern-
ments, their agencies, and
ginking and trust funds.eceees o Y4 ol 1 o2 -
d. Totu....ol.o00....0...-...00 1.1 1.2 l.} 101 1.9 1.3
4, Total for nombanking sOUrCeSiess  J+3 6.6 1IIW PO ST 61% 17.2  26.1 6h%
B, Banking sources!
1. com!’Ci‘l bank'.......--oooo.o. 106 - u’06 o 11"“ v
2. reder‘l BQ'Q"Q Bank..ooo.oooooo .1 - ou s J'i o
3, Total for banking SOUrCeSe.ceses 5 - 5.0 - 17.9 -
C. Total for all SOUrCeSececcccsccsccs 9,0 6.6 12.7 12.7 35.1 26.1

Office of the Secretary of the Treasury, Division of Research and Statistics.

Y
2/

Comprises current (1) personal savings, and (2) corporate accumulations,

Computed only for (1) individuals, partnerships, and personal trust accounts, (2)

February 2, 1943,

other than banke and insurance companies, and (3) total for nonbanking sources.
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1. Fast Experience

Table 1 compares for each of three six-months' perlods,
running from July 1941 to December 1942, current savings
and sccumulstlone recelved by various invester groupe, and
their net sbeorption of Federal securities,

The first group of investors shown comprises investors
receiving or holding current personsl savings., Insurance
companies and mutual navingn banke are thus listed at the
beglnning of this group., Heeiplente of debt repayment by
individuels are than shown separastely, but fnic attempt is
made te follow these debt repayments %hrough to the various
investor groups which ultimately recelve the funde,

Finelly, individuale, partnerships and pereonal trust
accounts are listed together. This group, ef course,
invests direetly all funde which do not §° te insurance
companlee, mutusl savinge basnks or reciplenie of debt repay-
ments, It will be noted that this group invested 45 percent
of ite avallable funde in Federal securities in the July-
December 1941 perled, %9 percent 1a January-June 1942,
and 47 percent in Juiy-Deconber 19“2, The spurt in the
middle period 1s probably explained largely by “limit" pur-
chases of savinge bonds early in 1942, That portion of
availzble funds which was not invested in Federal securities
wae pleced almost completely in eurrency snd bank deposits.

The next group of investors taken up im the table
comprises investors receliving corporate ascumulations.
Reeiplents of debt repayment by corporations are listed
first, slthough no separate flgures are presented for this
group, The group is shown, however, because corporate debt
reduction will probably become more impertant in the
ealendar year 1947%, and full provision should be made for
guch debt repayaen% in meking our estimates.

Corporations other thsn banks znd lnsurance comranies
are then listed in the table, The flgures feor thls group
ghow thet in the first period large purchases of Federal
securities were made although current sceumulastions were
negative. Thls is explalned largely by the faet that tax
notese wers first put on sale in thls perlod and converslions
of other agsets were made in order to purchase these
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seourities. In the second gerlod U7 pereent of funds
avallable were invested in edcrui gscurities while in
the third perlod such investments aggregated 71 percent.

The next group of nen-banking investors covers malnly
governmental agenciee and trust fundes, These investors
a¢ & rule invest approximately the same amount as they
accumulate,

Finslly, benking sources are listed in the table and
the flgures are broken down between commerelsl banks and
Federasl Reserve Banks, The propertion of total funds
recelved from banklng sources inereased greatly during
the elghteen-month perlod, It should be noted, however,
that in the July-December 1942 peried the figure of
%18 billlons bank borrowing ineludes the non-recurring
item of bullding up the cash balance in erder to reduce
the number of periocdic offeringe of Federsl sscuritiles.
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TAICTLY COFIDENTIAL
e

Table 2.
Comparison by Investor Groups of Federal Securities Absorbed and Current Savings and Accumulations Received, Calendar Year 1943

(In billions of dollars)

Total

November-December g Codsntas: Yuse 19&}'

Januery-April May-July August-October

:Securi-:Savings: :Securi-:Savings: :Securi-:Savings:

ties : re- :Percent: ties : re- :Percent: ties : re- :Percent: ties : re- :Percent

tcelved : 2/ : ab- :celved: 2/ : ab- :iceived: 2/ : ab- :iceived: 2/
isorbed : 1/ : ‘sorbed : 1/ : isorbed & 1/

. . . . . .
. - . . -

:Securi-:Savings: :Securi-:Savings:
: ties : re- :Percent:
: ab- :celved: g/ : ab-
:sorbed : 1/ : :sorbed : 1/ :

Investor group

.
.

A. Nonbanking sources:

1. Investors receiving personal
savings:

2.

3.

a. Insurence companies......
be Mutual savings banks.....
c. Recipients of debt repay-
ment by individuals......
d. Individuals, partner-
ships, and personal trust
accounts......... Sseseie .

e. rotllc.........- oooooooo .

Investors receiving corpo-
rate accumulations:

a. Recipients of debt re-
payment by corporationms..

b. Corporations other than
banks .and insurance

Other investors:

a., Tax-exempt institutions..
b. U. S. Government agencies
and trust funds..........
c. State and local govern-
ments, their agencies,
and sinking and trust
43 T PO RErSe s o e e S .

€ 7 PotA)siciine sossose o RSHs

4, Total for nonbanking sources

1.1
5

6.1

.8
R

L1

9.6

1.1

11.9

4.5

4.5

.1

o1

ous 8.1

.6
3

o7

10.6

9.9

12,2

81% 3.8

4,2

3.8

4,9

1.1

o1

1.2

706 149

.8
5

8% 11,3

11.3

12.6

12,9

91% 3,9

3¢9

.6

18.4

100% 6.6

6.6

7.6

P

100% 2.6

2.6

2.6

3.3

100% o %

2.5
1.5

2.7

38.1

37.8

Lk, g

100% 14,8

16.3

14,8

19.3

3.1

3.1

67.2

B. Banking sources:

1.

Commercial banks.....ceccee.

2. Federal Reserve Banks.......

3.

Total for banking sources...

3¢5
o1

4.2

11.9
2.4

14,3

C. Total for all sources......c...

21,2

18,7

19.1

18,2

18,4

11.9

70.7

67.2

91%

Lo

Office of the Secretary of the Treasury, Division of Research and Statistics. January 30, 1943,

1/ Comprises current (1) personal savings, and (2) corporate accumlations.

2/ Computed only for (1) individuals, partnerships, and personal trust accounts, (2) corporations other than banks and insurance companies, and (3) total
for nonbanking sources.
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In working out gosls for the sale of seocuritles %o
non-bankifg inveetors during the calendar yesr 1943, the
first ster ig to ecarry forwerd the anslysle shown in the
table on past exverience (Table ll. The corresponding
table fer the easlendar yéar 194% (Table 2) is broken
dewn inte four perlods, as followe! Janusry-ipril, May-
July, August-Usctober, and Hovember-December, The first
pericd of four months was ochosen because 1t has already
been declded. that the next "drive" ie to be held in April,

Heonthly Treasury cash requirements lndicate that the
second drive in 1943 will heave to be made in July, unless
it is decdded to undertake further bank borrowlng to meet
July requlremente and postpone the drive for non-banking
funds perhiape until August., Accordingly, & May-July
quota period wss set up., Elmilarly the third period was
set as August-Uctober, HNovember and December are shown
to r£ill out the calendar yesr although it ig contemplated
that these months might well be carrlied forward late a
drive in January 1944,

In the group of lavestors receiving persconal savings,
both insurance companies and mutual savings banke are
expected to invest subetantlally more during the yssr than
they receive in current savings, Thle expectation ls based
on the probability thet llguldation of such asgets as
State and loozl securitles, real estate mor es, and
other loans will relesse funds for purehssing Federal
securities,

Recliplents of debt repsyment by indlividusle are
estimated to receive 92.7 billione during the year. No
attewpt has been made to follow through these funds to
the ultimate investor group receiving them, The amounts
are shown separstely only in order tec obtaln the residual
figure of perscnal esavings which will be avellable for
direct investment by individusls, vartnerships and perscnal
trust ascounts,

In the cage of such direct investments 1t wae declded
that the amcunt of absorption in Federsl securlties may be

http://fraser.stlouisfed.org/
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inecreased steadlily during the year. It will be recalled
that in the July-December 1942 period the percentage of
absorption wae 47 percent., It seems ressonsble that in

the first three guota periods of this year this percentage
may be lneressed in three steps to 100 percent. On this
baels individuals, partnershlpe and personal trust scoounts
would invest in Federal securities &4 percent of thelr
funds availlable in the January-April peried, #2 percent in
the May-July period, snd 100 percent thsrcaf%or. The total
absorption of Federal securitles by individuals, partner-
ships and personal trust asccounts during the year would
thus be almost 533 billioms., Thls would leave about

%% bllllions of funds which would be plsced in curreney and
bank deposite,

The resallzation of this large goal for sales of
securities to indivliduals will be msde consldersbly easier
by the faot that reciplents of debt repayment by individuals
have not been sgcheduled in the table to uge any of the
funds they receive fros indlvidusls in debt repsyment in

order to purchase Federsl sescurities, Individuals then-

Digitized for FRASER
http://fraser.stlouisfed

selves will receive some of these debt repayments so that
thelr funde avallzble for investment wlll really be slizhtly
larger than hae been allowed for, Thls provides & npee%ul
kitty* in cottin§ up the goals for asbsorption of Federal
securitlies by individuals., Horeover, 1t should be
remembered that the large volume of currency and demand
deposits already held by individuals also provides a
potential source for gbsorblng Federal sscurities, This
will make 1t eamsier to schleve the goals whieh have been

pro jeeted,

The next maln group of investors shown in the table
is ccomposed of investore recelving corperate accumulations,
Reeiplents of debt repayment by ccrporations are sesumed
to receive 3 billions from them during the year, This
estimate wae based on the assumption that debt repayment
would take up 10 percent of current acoumulatlons in the
firet quota perled, 15 pereent ln the sscond perlod, and
20 percent thereafter, Reclplents of debt repayment by
corporationg have not been scheduled specificazlly to pure
chase Federal securities with the funds recelved in this
manner, As in the case of individuals' debt repayment,
this provides an extra wargin in schleving the goals for
other sbsorntion of Federal securities.

.org/
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Corporations cther than banks and insurance gompanies
are then taken up in the table, It will be recalled that
in the July-December 1942 perlod this group used 71 percent
of 1ts avallsble zcocumulations to absorb Federzl securitlies,
Agcordingly, 1t has been assumed that in the flrst three
quota perleds of 19473, this 71 percent may be inereased in
three steps to 100 percent. This will provide percentage
goals of 81 percent in the January-April perlod, 91 pereent
in the May-July perlod and 100 pereent thereafter. or
the ealendar year the absorption of Federal securitles by
corporations would thus be seheduled at almost 1% billlons,

For other investors, almost entirely governmentel
encies and trust sccounts, the absorpticn of Federal secu-
rities hae been sstimated almost entirely on the basis of
the sccumulatlon of funds., IExtra sllowance has been made
for the faet that Otate and locsl povernments &re sccumulsate
ing cash in sinking funds which may be partly invested in
Federal seourities.

The flgures for non-banking sources, thus arrived at,
provide an inoreaslng proportion of the iatal berrowing
required from one quota psried to the next. Banke, sccerd-
ingly, are scheduled to take decreasing amounts of Federsl
aeeuritia: with the aggrcgato for the year running to only
slightly over $14% billions. It should be remembered that
g considerable part of this 1% billiecns will not be
inflationasry borrowing since it will be offset by reduc-
ticns in other loans and investments, and by & portion of
current savings and accumulations which investors deposit
in bank soccounts 1n preference to the purchase of Federsl
gecurlities,

org/
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Table 3.

Redemptions, Maturities, and Market Sales and Purchases of Federal Securities
by Investor Grouns, Calendar Year 1943

(In billions of dollars)

: : : Total
Jan.- ! May- : MAug.- : Nov.- ! celendar
Apr. rivaly- 5 -0ct, ¢ Dec. : year

: - : 1943

A. Nonbanking sources:

1. Individuals, partnerships, and personal trust accounts:
a. Redemptions of savings bonds:

(1Y B0 . . SR . G e B vt haihins o s 2 e bin aman e .2 .2 .3 .3 1.2

{2) Borlan P ol i . . it rsabfNtaninssvensdukeyh - - 2 % -
d. Redemptions of tax notes:

E1) Bariol A . i o i ia il « s v PR s s hsisscnshssrsnmivdes - = 5 = a:

e P I o e o ol ! % | & 1 R
c. Maturities except Dills.....ccccvececcccncccccssccsnnsns - 2 R 2 .8
d. Market sales (+) or purchases (=)......eeveueveeneennans - = e * 2
0. TotAL. icicvisscoaoniaafbilhs s alssBensles aisiesscsacsssesioe .b .8 6 2.

2. Corporations other than banks and insurance companies:
a. Redemptions of savings bonds:

(1) Borios A = D.cot i istinvansisinnnnnnsasasncis = - - - =
(2) Bering B sl .. .t ais ises sk hhn e v s e % - - - » =
b. Redemptions or tax notes:
(_1) BERIBE Ao b el bt A e s s s e siee s ok - - - .1
() Ber e D D o R i a e v el s s eie e s e T 1A 17 5 g5 | 4.5
c. Maturities exc E vy SN SR i SR 2 .6 L 1.4 2.6
d. Market sales (+) or purchases (=).....ccvveeeuccnnnnnnns - - - & _
T T B PO S i e o S R e, (el (L SR R 1.5 1 Oy 1.5 2.5 Ts2
3. U. S. Government agencies and trust funds:
a. Maturities except bills (excluding special issues)...... - - 1 - 1
4. Insurance companies:
a. Matorities oxcept DILIE. ... ncoeiliihnnsscronssasneonssse .1 L e 5 § 5
b. Market sales (+) or purchases (-).........ccivveiunnnnnn +.2 +.1 +.1 +.1 +.5
BRI AL .o oo on s ERTEIR R  neas 5 ¥ 5 AR RS O 2o o « o 5. sl .3 8 2% ¥ . 1.0
5. Mutual savings banks:
a. Maturities except bills.....ccoccccccvececcctecccacen.en - Sak o1 -1 3
b. Market sales (+) or purchases ( Yo esinh s s s anas e +.1 - +.1 - +.2
c. Total..... = o I e e RE T 660vr o R 1 1 2 1 .5
6. Tax-exempt institutions:
a. Maturities except bills.......cc0cceeccscces Sles bt v a - - - - -
7. State and local governments, their agencies, and
sinking and trust funds:
a. Maturities except Dills......ccccccecvoceccccccccnnscnce - - - S | R
b. Market sales (+) or purchases (-).........c...... i +.1 - - - P -
c. Total-.... ---------------------------------------------- 1 e - 2
8. Total for nonbenking sources..... R A T T P 2.h 2.6 2.9 3.5 11.4
B. Banking sources:
1. Commercial banks:
a. Maturities axoopt BERTN. .. crionaniin: rasane S AN 1.0 1.9 1.8 4.1 8.8
b. Market sales (+) or purchasses (-)....... s TR R e . 1.4 +.9 +.3 +.2 +2.8
DRl . - sn sosplithns a s op SN s st ek D e o <2k b T 2.4 . 2.8 2.1 4.3 11.6
2. Federal Reserve Banks:
8. Maturitios axoml BELYN. .t rscsitninnsneressmpnnss s inans R .3 3 2 1.2
b. Market sales (+) or purcheses (=)........... e e T -1.0 -.5 -.3 -3.6
Cc Total -------------------------- L I R N Y -loh -i - 2 g 1 "’2-)+
3. Total for banking sources.......coceeeeeeeeecaecescecconcess 1.0 2ok 1.9 4.2 9.2
C. Total for all sources:
1. Redemntions of savings bonds...... o iels o ih b i tarn s siveesiecsiosss 3 5 3 -3 1.2
2. Redemptions of tax notes........ o 4% 6wkt ks e SV xiah aat 1.4 1.2 1.2 : - 5.0
3. Maturities except bills.......... APPSR R Y Seanss o .7 3.2 3.3 6.2 U
4. Merket sales (+) or vurchases (=).....evvvivennnnenenonennn - - - = -
5. Total SoF Rl NONPOON: . ivoocovssosnpiansosbin P il S 3.L 4.7 4.8 11 20.6
Office of the Secretary of the Treasury, Division of Research and Statistics. February 1, 1943
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Table 2 showed the not abeorpticn of Federal secu-
ritles by the various investor groups calculated for the
celendar year 1943 in order to finsnce the total deflelt.
This means that the amount of sbscrption shown for saeh
investor group represented a net ineresse in 1ts combined
portfolic of Federal securitiee. In planning its flnano-
ing program, however, the Treasury must also take into
acoount the amount of securities whleh must be s0ld to
provide funds for paylng off maturlties and redemptions
during the year.

A further allowasnce will have to be made for the
fact that some investor groups, such as lnsurance companies,
will undeubtedly sell some of %hcir ghorter term eecurities
in the market snd that these probably will be purchassd by
commercial banke, Oueh transsetlions would Increase the
sbility of insurance companles to buy securltieg and thue
redugce the amount of required gales to banks directly by
the Tregsury.

Table 3 showe, for eseh ilnvestor group, the amount
of securitles whlch will have to be purchased to take care
of all of these replscements, In this table, calendar
year figures are broken down lnto the same guota periods
as were used ln Table 2, For ezch investor group the
amount of redemptions, maturitlies, and market sales or
purchagses are shown separstely.

Estimated redemptions of savings bonds Ssries A-E
are shown at J1.2 billions for the year, Redemptions of
Series F and G are zssumed to be zere, ledemptions of tax
notes are estimeted at a total of (5.0 billions. Redemp-
tione of Series A are assumed to be zero for individuals
and §0,1 billlone for corporations., Redemptions of
serles B and C are sssumed to be (0.4 billions for
individusls and 4.5 billlions for corporations,

Maturities are shown durlng the ycar for sasch class
of investor ae indicated by the latest information on
ownership of Federsl securlities., Blll maturities are not

http://fraser.stlouisfed.org/
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included because they roll over automaticzlly and thelr
ownership lg not elgnificantly changed as a result,
Certificate meturities are included, however, since it
is quite likely that the ownershlp of 2 new certiflcate
issue will be significantly different than that of a
maturing issue.

Harket sales by non-banking lnvestors asre shown only
for insursnce companies, mutusl savings banks, and State
and loeal governmental }undc. For insursnce compsnles
and mutual savince banke, estimated sales are $0.5 billione
and 40,2 blllions, respectively, for the year. These
amounts represent aprroximately 25 peroent of Federsl secu-
rity holdinge due or callable within 1-%5 years. For State
and locasl governmental funds the ectimsted sales of
0.1 billions represent approximately one-fourth of thelr
holdlings of partially tax-exempt Federal securities, It
ie assumed that all of these seouritles sold in the market
will be purchased by commerclal beanks,

In the case of banking investors & breask-down between
commerclal banks and Fsdersl Heserve Banks is again shown,
Maturities except bills are shown for both groups of banks,
and there are no redemptions since savings bonds snd tax
notes are not an important part of bank portfolice. It
1s aseumed that the Federal Reserve Fanks will buy in the
market all of the securities needed to cover the net lncreass
in their pertfolio shown in Table 2, plus enough to cover
maturities (exeept bille) shown in &able 3. It ig also
assumed that all securities purchssed 1ln the market by the
Federal Reserve Banke will be bought from commerciasl banks.
Such sales by commerclsl banks exceed thelr purchases from
non-banking investors by /2.8 billions durlang the year.

It should be noted that to the extent the Fadersl Heserve
System covers its needs by purchssing newly offered sescu-
rities through brokers and dealere, these sources would
alsc be congldered with commerclial banks in the table.

Adding together the non-banklng and the banking
investor groups provides a total amount of replacement
sales of 20.6 billions for the year. Thls consiste of
$1.2 billions of redemptione of savings bonds, 5.0 billions
of redemptions of tax notes, and 14,5 billions of meturities
except bills, HMarket sales and purchases naturally offset
themselves so that for g1l lnvestor grouns teogether the
amount 1s zero.
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STRICTLY CONFIDENTIAL

Table U4.
Constructive Figures for Gross Sales of Federal Securities by Investor Groups
Calendar Year 1943

(In billions of dollars)

; January - April : May - July : August - October : November - December ; Total calendar yeaé 19h3
Investor group : New : : New : : : New : i New : : : New Revlach
: absorp- : RePlace- . moray : abgorp : RePleCe~ . motal ; absorp- : RePlaCe= . motal ; abgorp- : REPlace- . moi.1  ; absorp- : REPLECE= ;. mota)
i ‘fan o WSs : _tion  ments tion ; Ments : flem 1 WeAts tlan g MO
A. Nonbanking sources:
1. Individuals, partnerships, and
personal trust accounts....... 6.1 M 6.5 8.7 .6 9.3 11.3 .8 12.1 6.6 .6 7.2 32.7 2.4 35.1
2. Corporations other than banks
and insurance companies....... 4.5 1.5 6.0 3.8 1.7 5.5 3.9 1.5 5.4 2.6 2.5 5.1 4.8 7.2 22.0
3. U. S. Government agencies and
tmst fundl.-...........-..... .7 - .7 1.1 - 1.1 .6 .1 07 .9 - '9 3'3 '1 3."“
4., Insursnce companies............. 1.1 o3 1.4 .8 - 1.0 .8 .3 1.1 .6 .2 .8 3.3 1.0 L,3
5. “’I.lt\l&]. !&V‘ingﬂ banks.-ooooou..o. .5 .1 .6 .u .1 .5 .5 .2 .7 tu '1 '5 1.8 ‘5 2.3
6. Tax-exempt institutions......... .1 - .1 - - - - - - - - - % | - " |
7. State and local governments,
their agencies, and sinking
ud tmst ﬁm&ﬂ....-........-o .1 01 .2 01 - .1 .l & .1 01 01 02 .)"- .? .6
8. Total for nonbanking sources.... 13.1 2.4 15.5 14,9 2.6 17.5 17.2 2.9 20.1 11.2 3¢5 1.7 56,4 1.4 67.8
B. Banking sources:
1. Commercial DENKS...eeeeeeeennnas 6.7 2.1 9.1 3.5 2.8 6.3 1.2 2.1 3.3 5 L.3 k.8 11.9 11.6 23.5
2. Federal Re‘erve ba.nk............ l.u -1')"‘ - .7 - - .2 —.2 - al -.1 - 2.“ -2.)"’ -
3. Total for bank SOUrCeS.......... g.1 1,0 9.1 4,2 2,1 6e3 1.4 1.9 3.3 .6 4,2 L.8 14,3 9.2 23.5
C. Total for all SOUrCeSB..ccccececcscss 21.2 3.4 4.6 19.1 4.7 23.8 18.6 4,8 23,4 11.8 TeT 19,5 70.7 20.6 91.3

Office of the Secretary of the Treasury, Division of Research and Statistics. February 2, 1943,

Note: Figures for new absorption are taken from Step 1, and for replacements from Step 2.
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b, Gros:

Table 4 brings together for the various investor
groups the figures for net new sbsorption of Federsl secu-
rities and for replzcementes to offset depletions in exist-
ing portfolice, It will be noted thet non-banking sources
are scheduled to purchase {15.5 blllicns gross in the
January-April period while banke are only scheduled to
purchase 9.1 billione. In the May-July perlod non-banking
gsources would be increased to {17.% billlions with banking
sources reduced to §6.3 billlons. In the August-Cetober

eriod nen~banxzn§ sourcee would be inoreassed further to
gﬁﬁ.l billions, with banking sources reduced to only

¥3.3 billione. For the year as a whole total gross sales
of $91.3 billions would be divided between $67.8 billions
fron non-banking sources end (2%,%5 billlone from banking
gources. g
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Analysis of Constructive Figures for Gross Sales of Federal Securities, by Nonbanking Investor Grouns,
for Calendar Year 1943, Classified by "Continuing" and "Periodic Special Effort" Categories

Table 5.

(In billions of dollars)

s 5 : : s - : 3 m Total
i f i : ‘Total . ) :TotalAY : : :Totalg[ : :Lo;al calendar
 Jan. ' Feb. ' Mar. * Apr. . 4 May @ June | July . 3 Ang. : Sept. ‘ Oct. . 3 * Nov. 4 Dec. g e year
R i R : A AR il SO TR 5
1. Individuels, partnerships,
and personal trust accounts:
a. ?o?tinuing:
1) Savings bonds: | ‘
(a) Series E.............. B - .8 .8 .8 .8 T -7 -1 -6 -7 i o 4 i 9.3
(b) Serles F=-G........... .3 A - - - - = = K 5 -k, 5 i ;
(2) Tax notes: ' g ! gL
(a) Series Av.vevvennennnn. .1 = - - -1 2 g , g 1 [y 1 | 6
(b) Serles C..ovvvvvenennns - a1 - .1 = o -1 = i - { & -h ' 2h.
b. Periodic snecial effort..,..... - W ¥ 2.3 - - 6.9 g - 2.3 ‘—~—:——-—;LL- 5| 1
RS TR e S SRR . e e e 8 9 % S0k 5 Mt 1 B Y 6 __10.] 1214 .9 6.3 7.2 | 321
2. Corporations other than banks
and insurance companies: l
a. Continuing: | ‘
(1) Savings bonds: f 5
(a) Series F - G........... 1 % 3 - - > T e n = % # i i .
(2) Tax notes: 1
éa) Baxies Aiiiiivaresvines - - - - - - g g - g ; g | 6.5
b) series c-t--loco.octtno 03 .ll» .6 a6 ‘6 '6 » = -0 x : ) : 5.
b. Periodic special effort........ - - - 3.9 - = 3.1 — — 3.5 ——4:———-Ji£2 : 1 £
C. Total...-...................-.. .l-l» .5 -6 u-5 6-0 6 '6 u'l 5'5 .6 .6 u.z 5.1‘ _i_u.i 5.1 : ce'o
3. U. S. Government agencies
and trust funds:
a. Continuing:
(1) Increases in amount of spe- u 2.7
cial issues outstanding.. .1 2 2 - 3 -5 .2 e -3 N +3 .Z
b. Periodic special effort........ - - - .2 - = -1 = - 3 —._—_"2' .u
C. TOt&l.......-.................. ol 02 -2 02 07 . -5 '3 1'1 ’2 '3 '2 .7 —‘-L—ﬁ- .9 —'z,"
4. Insurance companies: 8 L.3
a. Periodic speciezl effort........ - - - 1.4 1.4 - = 1.0 1.0 - - 1.1 1.1 - .8 .
5. Mutual savings banks: 5 23
a. Perlodic special effort........ - - - .6 .6 - - 5 5 = = -1 -1 & 5 o
6. Tex-exempt institutions:  §
a. Periodic snecial effort........ - - - -1 1 - = = > % = o 2/ 3 i A ;
7. State and local governments,
their agencies, and sinking
and trust funds: 2 6
a. Periodic special effort........ - - - o 2 - - % X - - % ¢ 5 - .2 . :
8. Total for nonbanking sources:
a. Continuing:
(1) Public issues: ) g 9.9
(a) Savings bonds.......... 1.2 1.3 .8 .8 R .7 k- | ol .6 7 .8 -5 7'g
(b) Tax notes....ovkesnidiee B .5 .6 .7 ] ~ B 7 6 .7 7 6 -5
(2) Incresses in amount of sne- 2.7
cial issues outstanding.. B 2 o2 - -3 ) 2 .2 > — > 3 =3
(3) Botel. iiniiiiintigs SRR s, 2.0 1.6 1.5 1.8 1.8 1.6 1.6 1.5 1.4 1.8 1.8 io-l
b. Periodic svecial effort........ - - - 8.7 3 i 5 | =~ = 3029 — li'l : —
Co POBRL. ..o ol threenssrbniomsnimesve IRETALIR D" AUSEUNREENE SN DR AN 17.5 | 1.6 3.5 17.0 20.1 1.8 129 1.7 ] 67.8
Office of the Secretsry of the Treasury, Division of Researchh and Statistics. Febrvary 1, 1943.
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Total gross sales of securities to the various non-
banking investor groups will be partly satliefled by the
sale of securlitles through efforte condueted continucusely
while the remsinder will have to bte satisfled through the
uge of "periodic speclsal efforts". The regular campalgn
to gell savings bonds and tax notes will provide sales in
the "continuing® category while periedic drives will pro-
vide both =2dditicnal sales of savings bonde and tax notes
and galee of securitlies offered especlally for the "drive®.
Table % analyzes the sales scheduled for the various
investor groups and classiflies them inte these two
categories,

Grose sales of savinge bonds are estimated at §9,9
billione for the calendar year with §9.0 billions in
Series £, The other 30.9 billions coneiste of sales of
Serles F and G bonds in January and February, It ls assumed
in the table that the sale of Series F and @ bonds will be
discontinued as of the end of February, with some sarlier
announcement to this s=ffect.

Grose esales of tax notes are estimated at {7.5 billions
for the year, conslsting of §0.% billions of Serles A notes
and 7.1 billliong of DJerles C notes,

These ectimates of the sales of savings bonds and tax
notes represent assumptions of what may be expected on the
basls of the present outlock and without a significant
change in the sellling effort, The amount of salee of save
ings bonds and tax notes in the varlous serles ls allocated
to individusle and to corporations other than bankes and
insurance compasnles on the basis of past experience.

Heving thus estimated the amount of ssles which may
be expected in the "eentinuing" category, the remainder of
the scheduled requirementes is allotted toc the “"periedie
speclal effort® category, For example, in the firet quotas
period individuals, partnerships and personal trust agcounts
are scheduled tc meke gross purchases of Federsl securities
in the amount of $6.5 billions., (See Tsble 4.,) HMHonthly
estimates of the sales of ssvinge bonds and tax notes

http://fraser.stlouisfed.org/
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indieate that the aontinulng effort will provide §1,.2 bil-
lione in January, #1.3 billione in February, and 50.& bil-
lions in Mareh, This will leave a total regulrement for
April of 3.2 billiens. Of this amount 0.9 billions
would be provided by continulng ssles, leaving a total of
§2.3 billiena to be provided by the ®periodlc special
effort®,

A gimllar analysls for corporatione cther than banks
and insurance companies indicates that total April sales
would have to be ¢4.% bllllons of whieh £3.9 blllions would
represent the “periodic epecisl effort®. :

In the caee of government agencies and trust funds
total soheduled ssles for the first guota perlod would be
broken down into 0.5 billione of "continuing effort"
(speeial issues) and §0.2 blllione of market securities
in the "perlodle speclsal effort". For the remaining non-
banking investor groups, the entire scheduled sales during
the gquota perlod are assumed to be satlefled in the
*pericdlie speclal effort”.

The recapitulation at the bottom of Table % indleates
that total sales of securitlies in April would be set at
#10.2 billions with 38,7 billions classified under
"perlodlc specisl effort" and 1.5 billions under “continuing®
effort, It will be remembered thet total sales of seou-
ritles in December agyregsted 12,9 billions ineluding the
*eontinuing” category as well se the special “"drive®. The
amount of securities estimated to have been purchased by
non~-banking investors in Descember was approximstely
§7 pillicne.® Thue, the schedule for the menth of April
for non-banking investors would represent an incresse of
sbout 53 billicne over December,

While the flgures for the Aprll drive would thus
exceed December tetals for non-banking lnvesters thergzua
gcotad July dpive would be on an even larger scale.

pericdlic special effort® called for would be $12.3 billions,
with sales of 21l seourities in the month set a2t 713%,9 bile
lione, In the October drive total sales for the month

would be ¥17.0 billions with the “"perledic speclsl effort®
ealling for §15.6 billlions, For the entire calendar year
total sales of securities to non-banking investors sre
gcheduled at 967.8 billlone, Continulng sales at 720,11
billions would amount to leese than & third of this total.
Sales through the "periodle speclal effort” would amount

to :47.7 billions.

D@MaﬁmFW@ER' Bxeluding dealers and brokers.
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Teble 6. Analysis of Personal Incomes by Size Classes
Calendar Year 1943

Distribution by net income groups 1/

Total H s

o-: $1,000- | $2,000- . $2,000- . §4,000- :  $5,000
1,000 . 2,000 . 3,000 . k000 : 5,000  and over
I. Number of income recipients 2/
1M111i0ns Of PErSONS. ... v vveeernnenneas 62 19.6 27.9 9.2 3.6 1.6 1.6

II. Aggregetes (in billions of dollars)

Gross Incomes (total income payments).. 132 14.9 46.9 25.8 14,7 g.6 21,3
Less: Personal taxes 3/.......c0000. 13 .6 2.9 1.8 1.5 1.0 5.6
Eouale disposable 1NCOME,.....ev.ennn.. 119 14,4 44,0 ol 0 12,2 7.6 15,7
Less: Consumer spendings.......... . 4 15.1 _30.7 13.5 6.2 3.1 5.5
Equals personal 8aviNgs................ ) -.7 13,3 10.4 7.1 L5 10,2

III, Average per reciplent (in dollars)

Groas AnoUMB, .. suisrescsarnsomnua i E 2 & 763 1,682 2,806 4, 055 5,362 13,281

Less: Personal taxes 3/............. 28 104 195 4ol 612 3,512
Equals disposable 1NCOME...covvvevnnn.s 735 1,579 2,610 2,654 L 750 9,869

Less: Consumer spendings............ 771 1,101 1,475 1,705 1,962 3,446
Eougls personal savings........ P P -36 478 1,136 1,949 2,788 6,42z
Office of the Secretary of the Treasury, Division of Research snd Statistlcs. February 6, 194z,

Note: Figures do not add up to totals because of rounding,
1/ Classifications of gross income by net income classes naturally result 1n some
average 1lncomes exceeding the upper limit of the income bracket,
2/ Execluding young people under 18 required to report incomes as part of thelr
~ parents' returns,

Digitized for FRASER 2/ Stete and local as well as Federal,
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In an earller etage in this anslysls scheduled sales
of Federal securitlee to indlvidusls, partnerships, and trust
aceounts were placed gt an aggregate of almost 33 billione
for the cslendar year 1947 (Tsble 2). This figure represents
the amounte of sales to indlividuale, partnershipe and personal
trust accounts seheduled to absord perscnal savings durl
the year and does not ineclude replacements to make up deple-
tione in the exlsting rortfolles of these lanvestors,

In order to work out a detalled campalgn to realize the
objective of absorblng personal savinge direct from individusls
to the extent of 933 blllione durlng the year, the guestion is
immediately ralsed as to the distribution of personal savings
by income groups., If most of theee savings are in the lower
inecome groups, a different type of eanpaign will doubtless be
ealled for than 1f the ssvings are located largely in the upper
income groups. :

Aeccordingly, an attempt has been made in Table 6 to break
down personal income figures by net lncome classes, Uross
pergonal incomes (income payments) of 132 billicne for the

ear are classified by §1,000 brackets up to net incomes of
%5,000 a year., All incomes over (5,000 are lumped together,

The table shows first of all the number of income
reciplents in each incose class, About 90 percent of the
total of 63 milllen inecome reciplents fall in the brackets
below $3,000 a year. Of the remalning 10 percent, or about
7 milllon persons, less than one-fourth recelve net lnoomes
of §5,000 a year or more,

Part II of the table shows firet of all total gross
incomes (income payments) by income classes. Next, personal
taxes are deducted from gross incomes, bracket by 5rueket
leaving dieposable incomes, H“stlmates of consumers' tptn&lngs
in each income bracket are then subtracted from the corres-
ponding figure for dispessble incomes, leaving a residual
amount of personsl savinge in esch of the six ilncome classes.
A very large part of personal savings 1s found in the lower
income groups, but this stems from the faet that these groups
receive an even larger proportion of the total gross incomee,

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed

Seeretary Morgenthau - 14

In part II1 of the table each flgure shown in part II
is dlvided by the number of income recirients in the
designated clasge, Average groes income in esech 1lncome group
may thus be examined ln relation to average spendings and
average savince in that group.

In interpreting the high savings flgures shown in the
lower income brackets, it should be remembered that the
figures relate to 1ndivxduala and not to famlly unite., Many
familles, partloularly in these brackets, now have more than
one person weorking, amlly meumbers who are new esarnsre are
able Yo save unusually lerge amounts of their lnecomee., Sube
stantial savings in the lower incoume ups also result from
the faet that many persons are benefiting from wage lnereuses
which have ralsed thelr incomes well szbove what they formerly
spent for consumption, nlthnugh many things which they would
1ike to buy are now unavailable.

It should be emphlslzed that all filgures shown in Table &
are very rough and they should be read only ss elues concerning
the whereaboute of total personsl savings. The next table
pursuss thie cuestion further,

.org/
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Table 7. Analysis of Personal Savinge by Categories

Calendar Yerr 1947

Pistribution by net income grouns

Total *&  o- ! $1,000- . $2,000- ; $2,000- ; $4,000- | $5,000
1,000 ., 2,000 . 3,000 . 4000 . 5,000 . and over

I. Aggregates (in billiones of dollars)

Savings ebsorbed by life insurance,
mutuel sevings banks and debt

repayment. ...ouoeeeennn. . PR b el - 6.7 -4 L . 1.9 .9 -5 -7
Remeinder available for absorption

of Federsl securities.................. 38.1 -.41/ 10.1 8.5 6.2 k.0 9.6
Total personagl BAVINES..v.eeeeeoe.... 5 B B L8 -.7 13.3 10.4 7.1 W5 10.2

II. Average per recipient (in dollars)

Savings absorbed by life insurance,
mutucl sesvinge besnks and debt

repayment............ A S EREAE N ok -18 114 206 olo 281 Log
Remeinder avallsble for absorption

of Federel securities...... 55 5 3% w W -18 264 929 1,707 2,507 6,014
Totel personel savings...... e R -36 478 1,138 1,949 2,788 6,423
Office of the Secretary of the Treasury, Division of Reseerch and Statistics. Februery 6, 19'-0.

Note: Figures do not add up to totals beceuse of rounding,
1/ On assumption that this group will absorb $.2 billlions in Federal securities,
but will draw down currency and deposits by $.6 billions.
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In Teble 6 personal eavings were analyzed by income
groups, Scme of these savings, however, are not avallsble
for the purchase of Federsl securities ﬁoeauuo they are
invested in life insurance, mutual savings banke and desbt
repayment, In Table 2 such deducticons were listed anéd the
residual amount which will be avallable for the purchase of
Federal escurities was estimated at §3€ billions for the
calendar year. Of this totel, it was assumed that sbout 33
billions would be invested in Federal securities with the
remainder placed in bank deposlits and currency. The total
of 38 billions ie the reserveir from which Federal securities
are purchased and the objective ls te obtalin as much sbsorption
as possible, thereby limiting the prortion going into currency
and bank deposlts. ;

Table 7 bresks down by income clasess the total funds
availsble for investment in Federal securities, Part I of
the table shows the aggregate amounts by income groups for
total pereonal savings, investments in 1life insurance, mutual
savings banke and debt repayment combined, and the residual
amount of savings availsble for the purchase of Federal
seourities, Part II of the table shows the same figures ae
averages per income reclplent. As in the case of Table 6, the
figures in Tsble 7 are rcugh and should be lnterpreted as a
reflection of general magnitudes rather than exaet values,

It will be noted that the total amount of pereonal
savinge avalleble for the purchase of Federsl securities ls
divided about equally between lneome groups receiving less
than §3,000 per year and lncome groups recelving more than
that awount, It was noted previously that 90 percent cof the
number of inecome reciplente recelved lees than §3,000 per
year and only 10 psreent recelved more than this amount,

Three~guarters of the total amount of personal savings
available for the purchase of Federal securlties 1g held by
the ineccme groups under 5,000, Table 6 ghows that there
are approximastely 61 million persons in these groups. This
would appear to be the area whers mass campalgns will be
n;edea_to obtaln the absorption of gavinge inte Federal secu-
rities, '
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Above the §5,000 level there is sbout one-fourth of
totel personal savinge avallsble for the purchase of Federal
seourities, Approximately 2 milllon pereons are in this

up, The group ie, of course, wldely diverse. BSome of
he perscng in 1t are extronol{ weelthy while others are
salaried persons who have 1little more ability to p se
gecurities than the people in the income groups under 5,000,
In order to obtain the investment of savings of persons re-
celving more than 5,000, it will probably be necessary to
have & highly personalized ecempalgn with some dliversifiestion
in the securities offered,
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