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Copy for Miss Benton

June 6, 1946

Honorable Fred M. Vinson,
Zecretary of the Treasury,
Washington 25, D. C.

Dear Fred:

I am plessed to give you the views of the executive
conzittee of the Federal Open Market Comndttee regarding the
maturing July 1 notes and the debt retiresent program as
reaquested by Mr., Bartelt.

The committee recosmwends thet 4.5 billion dollars of

the July 1 notes be redeemed for cash and that the remalning 2..
billion be exchanged for a one year certificate. This repre-
sents some scceleration of the debt retirement progrem which we
previously had considered, but is deered appropriate in view of
the experience we have now had with this debt retirement opera-
tion, =snd desirable in view of ite vestrictive effect upon bank
credit at 2 time of inflationary pressure.

For your information I an enelesing figures showlng a
debt retirement program for 1946. This suggested program is
only tentative and night have %o be altered as conditions change.
The table brings up to date & similar table enclosed with my let-
tor of May 9 snd shows figures for months subsecquent to July. It
will be noted that this proposed schedule of redemptions would
retire, prior to November 1, sbout the amcunt which would have
been retired by the end of the year under the sarlier schedule,
thus bringing the eash balance to 2 reascnable working level of
about 3 billion dollars by the end of October. This would re-
sult in an intersst suving to the Treasury as well as have a
further restrictive influence on bank credit, which is particu-
larly desireble under vresent inflationary conditions.

With best wishes, I am

Sincerely yours,

M. S. RBecles, Chalrman,
Enclosure. Federal Open Mariet Committee.

Federal Reserve Bank of St. Louis



R&S 100-2015

CONFIDENTIAL Jimwe 5y TEHG
REVISED ESTIM/.TES OF POSSIBLE DEBT RETIREMENT PROGR:M FOR CLLENDAR YELR 1946
(In millions of dollars)
Held by i Total "Redeemed for cash
T55u8 Commercicl| F. R. Nonbank out- 4oy |Commerciall F. R. | Nonbank Exchanged
banks banks l.investors standing S banks boenks | investors

Mar. 1, 7/8% certificates 2,545 953 6,9 h,14h7 1,01k 636 229 149 7,133
Mer. 15, 1% notes 1,008 7L 209 1,291 1,291 998 7L 219 -
Mar. 15, % 3/L% bonds 213 Ll 232 L89 L89 210 Ll 235 -
ter. 1, 7/8% certificates 2,766 1,318 727 4,811 1,591 1,155 54,0 296 2,820
Moy 1, 7/8% cortificates 1,038 262 179 1,579 1,579 1,038 262 179 -
June 1, 7/8% certificotes 1,520 589 2,690 L, 799 2,026 éL2 200 1,184 2,773
June 15, 3% bonds 52% 100 113 1,0%6 1,026 52% 100 N --
June 15, 3 1/8% bonds %93 L8 378 819 819 293 L8 278 -~
July 1, 0.90% notes 3,212 1,143 959 4,910 2,500 1,897 675 328 2,18
Aug. 1, 7/8% certificates 1,546 723 201 2,L70 2,470 1,546 723 201 -
Sept. 1, 7/8% certificaotes 2,117 1,551 Lo8 Ly,336 2,500 1,115 697 188 1,836
Oct. 1, 7/8% certificates “2,18) 812 Lk z,LL,0 z,LL0 2,184 g12 LhL) --
Nov. 1, 7/8% certificates 2,276 L28 1,07k 3,778 - -- -- == 2,778
Dec. 1, 7/8% certificstes L87 9 z,272 z,768 - -- —= .- , 768
Dec. 15, 1 1/2% notes 2,137 275 sho  1/3,261 e - o s 1/3,261
Total: Mer. to June 10,006 z,,88 5,477 18,971 10,245 5,595 1,597 3,053 8,726

July to Dec. 14,559 4,901 6,503 25,963 10,910 6,7L2 2,907 1,161 15,053

Total 2ly, 565 8,389 11,980 LL,93L 21,155 12,337 L,50h  L,e1l 23,719

Note: Ouwnership figures for commercial bsnks =nd nonbank investors taken from Treasury survey for Feb. 28, 19L6.
Federal Reserve holdings are latest svoilable figures. Although maturing issues tend to shift to the banking system,
no allowance has been made in the estimates for such shifts.
The asbove debt retirement program assumes that the cash balance will decline to 3 billion dollars on Oct« 3}, 19&6
and will be held at that spproximate level. .
_L/ Under the above program, it would be contemplated that the December 15, 13% rates would be exchanged into ]/8%
certificates instead of being redeemed in cash in part as previously indicated.
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