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The monetary perspective
A. National objectives
1. Absolute: to win the war

2. Relative: with minimum of inflation, with
maintenance of freedom

B. Relative responsibilities of agencies
1. The armed forces
a. Physical requirements
2. Of the Congress
a. Appropriations
(1) Physical requirements
(2) Prices
3. The Treasury
a. Absolute: to finance the war
b. Relative: methods of financing
(1) Taxation
(2) Borrowing from current income
22; Borrowing accumlated savings

Borrowing from commercial banks
(5) Borrowing from Federal Reserve Banks
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L. The Federal Reserve System

a. Absolute: to see that all needed funds are
raised

b. Relative:
(1) Restricted choice

(a) Taxation: advise

(b) Borrowing: advise on issues
(2) Greater freedom

(a) Methods of selling securities:

War Financing Committee
Victory Fund Committee
War Savings Staff

(b) Method of providing reserves

5. Summary

®*] think of the independence of a central bank
in terms of the understanding of monetary
problems and of courage in pressing its point
of view, in terms of a tradition commanding
the respect of the Government and the public.
And, yet, with recognition of the fact that it
exercises governmental powers and must be a
branch of the Government . . . If the central
bank understands that it is its function to
present the monetary point of view on current
problems and if it has succeeded in obtaining
fair consideration of that point of view, then
I think it has achieved all the independence
that it should have.®
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kopropriate monetary policies
A, Relationship to fiscal policy
1. Magnitude of the budget

GENERAL BUDGET SUMMARY
(In billions of dollars)

e ——————

I
Fiscal Y2MUATY through Fiscal

Classification year UATOUEN pecem-  year
1944 I per 1942
— 1943 1942
leceipts:
Direct taxes on individ-
u&;].Soo‘oowa*»on»ooutn.u ls»g ét? lcé 3&?
Direct taxes on corpora-
LiONSssssvensssancasaas }l]pa 6«2 3;‘9 5-@
Othersessvsencesnsannsese _holi  _2.2 2.4 L.l
Net meeipts. sesees 33.1 15.2 7.8  1l2.8
‘Expenditures:
War activities®.......... 97.0 4.9  32.1 26.0
Interest on the public
d@btﬁcvqn»»a‘s.ntoaiemsa 3@ 1@1 v? 113
Jﬁ“l@l" a%lﬁti@s.;-aaanaa & l 2;2 2:» '*2 ﬁol
Total expenditures.lO. o1 45.3  35.1 2.4
30.2  27.3

&@ess of expenditures..... 71.0
Expenditures by Government
corporations and agencies® 4.8 L.0
Change in Treasury balance. - .1 =1.7
m@me m deb‘t@*b‘b@l.@ﬁ. ﬁth? 26@?

Publie debt at end of
peﬂ@doooi030&01&0»1.0.*!»’21005 l% 8 168@

In addition to war expenditures under Emdget accmts
the figures for Government corporations and agencies
ﬁn@m@@ 2.3 billien dollars in fiscal year 1942, 3.3
in 1943, and 2.7 billion in 1944.
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2. Sources of funds
3. Ownership of Government securities

OWNERSHIP OF U. S. GOVERNMENT SECURITIES
(Amounts in billions of dollars)

Estimated Change
holdings June 30, Dec. 31, June 30,
Dec. 31, 1942 to 1941 to 1941 to
1942% Dec. 31, June 30, Dec. 31,
- 1942 1942 1941

E:ercial banks...... 41.3 + 14.9 * L.6 + 1.7
ral Reserve Banks. 6.2 + 3.5 + .4 + .l
| savings banks.. 4.6 + 7T+ 2 o+ .3
ance companies... 11.0 + 2.1 + .9 + 1.0

r investor group:
ketable issues... 15.1 + 4.1 + 1.1 + .6
etable issues 21.2 + 8.1 + L.5 + L.3

ral agencies and
trust funds:

ecial issues......
blic issues.......

W O
.

Total interest-
bearing direct
and guaranteed
securities out-

standing...... ... 111.6 + 35,1 +12.7 + 9.0

I;inates for commercial banks, mutual savings banks, in-

ce companies, and other investor groups are prelimi-
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4. Taxation, forced saving, voluntary saving, and
inflation
a. Graduated income taxes on amount of income

b. Forced saving based on increases in income
over income in a base period

c. Voluntary saving through organized drives
d. Bank purchases
B. Alternative methods of providing reserves
1. Sources of demand for reserves
a. Increased deposits
b. Drain of cash into circulation
2. Treasury operations and the flow of funds
a. Central reserve cities
b. Reserve cities
¢. Country banks
3. Methods of providing funds
a. Reduction in reserve requirements
b. Open Market operations
¢. Loans to member banks
(1) variations
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