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EMPLOYMENT, GROWTH, AND PRICE LEVELS

FRIDAY, JULY 24, 1959

Concress oF THE UNTTED STATES,
Joint Economic COMMITTEE,
Washington, D.C.

The committee met at 10 a.m., pursuant to notice, in the Old Su-
preme Court Chamber, the Capitol, Senator Paul H. Douglas (chair-
man of the committee) presiding. i

Present: Senators Douglas, Bush, and Javits; Representatives
Curtis, Widnall, Patman, Reuss, and Coffin.

The CrairMaN. Gentlemen, the committee will come to order.

We begin this morning with perhaps the most important series of
hearings this committee will conduct on the problems of money supply
and debt management in relationship to economic conditions.

We greatly appreciate the courtesy of the Secretary of the Treas-
ury, Mr. Anderson, is taking time from a busy life to appear before
us.

We may not always agree with the Secretary, but we have great
respect for him as a devoted public servant. I will say openly what
I have frequently told him privately, that he is, I think, the most
courteous Government official whom I have ever seen appear before
a congressional committee.

Mr. Anderson, I understand that you and Chairman Martin have
agreed on a joint statement relative to the study which you have con-
ducted on the Government securities market, which was distributed
to the members of the committee yesterday, and that this is to be made
a part of the record, not read but subject to discussion, but that you
would like to submit orally a briefer statement more general in char-
acter which you think you could do in 20 minutes or so.

Mr. ANDERSON. Yes, sir.

The CramrMan. We will be very glad to hear you, and at the end
of that time we will have some questions from members of the
committee.

STATEMENT OF HON. ROBERT B. ANDERSON, SECRETARY OF THE
TREASURY; ACCOMPANIED BY JULIAN B. BAIRD, UNDER SECRE-
TARY OF THE TREASURY FOR MONETARY AFFAIRS; CHARLES E.
WALKER, ASSISTANT TO THE SECRETARY; ROBERT P. MAYO,
ASSISTANT TO THE SECRETARY; NILS LENNARTSON, ASSISTANT
TO THE SECRETARY; AND R. DUANE SAUNDERS, CHIEF, DEBT
ANALYSIS STAFY, DEPARTMENT OF THE TREASURY

Secretary Awnprrson. Mr. Chairman, may I first express my ap-
preciation for the opportunity afforded us to appear before this com-

1087

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



1088 EMPLOYMENT, GROWTH, AND PRICE LEVELS

mittee, and say that I always find the appearances before committees
in which the distinguished chairman participates of great value to us
in our own thinking.

Our national economic objectives can be summarized under three
broad headings: (1) continuity of employment opportunities for
those able, willing, and seeking to work; (2) a high and sustainable
rate of economic growth; and (3) reasonable stability of price levels.
Each of these cbjectives is important; each is related to the others.

The rapid upsurge in economic activity of the past 15 months pro-
vides an appropriate background for your study of these national eco-
nomic goals and the best methods of achieving them. The recent
resurgence in output, income, and employment to record levels has
once again demonstrated the basic strength and resilience of our free
choice, competitive economy. Thus, we visualize the task with which
your committee is confronted not as one of devising drastic changes in
onr techniques for achieving our economic goals. Rather, it is to eval-
uate, within the perspective of developments of the past few years and
during the postwar period as a whole, the existing techniques toward
the end of sharpening their use. There may perhaps be weapons not
now in our arsenal that should be developed. There are, no doubt,
ways in which existing techniques can be improved. But the perform-
ance of our economy supports the judgment that basically our econ-
omy issound and healthy.

Much could be said about government economic techniques, their
nature, interrelationships, strengths, and shortcomings. 1 am sure,
however, that your committee will explore these matters thoroughly,
drawing both from current thinking and from the vast body of earlier
study performed both by committees of the Congress and by private
individuals and organizatiens.

Before discussing the Treasury-Federal Reserve study of the Gov-
ernment securities market, in which you have expressed particular
interest, I should like to consider briefly economic growth as a goal of
public policy.

Some in our country express a belief that the Government should
undertake the primary role in promoting economic growth. It is my
belief that in our system the Government is not the predominant
factor in our Nation’s economic advancement. It must foster and
facilitate economic progress; it cannot force it.

What we all seek is sound substantial growth, not any kind of
growth, or growth at any cost.

Should our efforts to spur progress lead to inflation it will bring
only disappointment and hardship. But when growth is in terms of
goods and services that people need and can buy, it will bring great
rewards.

Only within the past decade has economic growth been explicitly
recognized as a major goal of public policy. This recognition, coupled
with considerable public discussion of the importance of growth to our
economy, provides an important reason for taking a careful look at
growth as a national economic objective.

What is economic growth? What determines the rate of economic
growth in a free-choice market economy? And, finally, what is the
proper role of government in promoting a high and sustainable rate
of economic growth ¢

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



EMPLOYMENT, GROWTH, AND PRICE LEVELS 1089

What is economic growth? The most commonly cited definition of
economic growth is in terms of the annual advance in real gross
national product; that is, growth in the dollar value of total output,
adjusted for changes in price levels. For some purposes this 1s a
good measure of economic growth; for others it is not.

An overall measure of growth tells us nothing about its nature. For
any period, we must get behind the broad figures to determine what
type of growth has taken place. This is simply another way of say-
ing that promotion of growth for its own sake may well result mn
either fictitious or unsustainable growth. An increase in output, to
be meaningful, must consist of the goods and services that people want
and are able to buy. It is not enough to select some hypothetical max-
imum of growth. The actual growth that occurs must consist of use-
ful and desirable things as opposed to unwanted or undesirable goods.

Thus, in trying to decide whether growth over a period of years
was at an adequate rate, we would first have to look within the total,
to get behind the figures, and try to determine the characteristics of
the growth.

Some of the questions we would ask would be:

How much did personal consumption expand relative to Govern-
ment use of goods and services? Within the Government compon-
ent, what portion consisted of defense spending as opposed to schools,
highways, and other public facilities?

How much of the increase in output consisted of goods the people
did not want, and thus ended up in Government warehouses, being
given away or destroyed?

What portion of total output was devoted to investment in the in-
struments of production, to modernization of plant and equipment,
and to research?

How much of our effort had to be devoted merely to maintenance
of our productive plant, as opposed to net new additions?

There are other important questions.

How were the frunits of the growth in output distributed among
various groups in the economy ?

Did the growth carry with it certain imbalances that would hamper
future growth?

To what extent was temporary growth fostered by reliance on
actions that impinged directly on the free choice of individuals and
institutions?

These are but a few of the questions we should ask. They indicate
that economic growth, in terms of a broad, aggregate figure, is not
necessarily an end in itself. It must be growth of the right kind;
it must be sustainable growth.

What determines the rate of economic growth? The role of public
policy in fostering a high and sustainable rate of economic growth
in a free-choice, competitive economy can be properly assessed only
on the basis of an understanding of the determinants of growth.

The factors influencing the rate of growth are manifold and com-
plex. Among those of major importance is the pace of technological
advance. No one can study the economic history of this or any other
advanced industrial nation without being impressed by the vital
contributions of the inventor, the innovator, and the engineer. A
stagnant technology is likely to be accompanied by a stagnant econ-
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1090 EMPLOYMENT, GROWTH, AND PRICE LEVELS

omy. Man’s ingenuity in tackling and solving his problems lies at
the heart of the growth process.

This is perhaps another way of saying that growth and change
are inseparably intertwined. If we would enjoy maximum growth,
we must not only be willing to improve the production process through
accepting new ways of doing things, but we must also actively seek
out such technigues. Moreover, the integral role played by change
and technological advance in the growth process contributes to un-
evenness in growth over time. Technological advance does not come
at a steady, constant rate. Thus we cannot expect growth, to the
extent it reflects such forces, to proceed at a steady rate year in and
year out.

Technological advance, however, cannot alone assure a high rate of
growth. The best ideas and the best techniques are of little benefit if
the means are not available to translate them into operating produc-
tive processes. This requires real capital, which can only grow out
of saving and productive investment. Thus, real capital formation—
which consists of the machinery and instruments of production, tools
of all sorts, and new plant buildings—is a basic ingredient of eco-
nomic growth. An economy in which additions to the stock of capi-
tal equipment are small cannot be a rapidly growing economy.

The importance of an adequate rate of capital formation in the
growth process deserves special emphasis. Broadly speaking, cur-
rent output can be directed either into consumption goods, repre-
sented by durable and nondurable consumer goods and services, or into
investment goods, represented principally by new industrial plant and
equipment. So long as our economic resources are being utilized close
to capacity, as has indeed been the case almost continuously since
1941, the more of our output we devote to capital formation, the less
that is available for current consumption. The more we consume,
the less we can devote to capital formation.

This is a basic but apparently little understood principle of eco-
nomics. There appear to be some observers who believe that, on top
of providing adequately for national defense and devoting a con-
siderably larger volume of current output to public projects, we can
still achieve uninterrupted future growth in the private sector of
the economy at a rate higher than ever before realized in this country.
Perhaps this is possible, but it seems clear to me that it can occur only
at the expense of current consumption. It can take place, in other
words, only if we are willing to accept a lower current standard of
living. With our pressing needs for adequate national defense, we
cannot have an ultrahigh “maximum” rate of economic growth in the
future, requiring as it does heavy current investment in plant and
equipment, without restricting current consumption. We cannot have
our cake and eat it, too.

A third important requisite for a high and sustained rate of growth
is reasonably full, efficient, and continuous use of our economic re-
sources. Economic recession is the No. 1 enemy of sustained growth
in this country. Idle manpower and idle equipment represent pro-
duction that is irretrievably lost. Moreover, inefficiencies in use of
resources can also carry a heavy toll in terms of lost output.

It is important to emphasize that success in achieving high and sus-
tained employment, and in providing useful job opportunities for our
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EMPLOYMENT, GROWTH, AND PRICE LEVELS 1091

growing population is closely related to our success in promoting an
adequate rate of capital formation. In our highly industrialized
economy, workers must have the machines with which to work. These
machines will come into existence only to the extent that productive
investment takes place.

In short, economic growth in a free-choice, competitive economy
tends to vary more or less directly with the pace of technological ad-
vance, the rate of capital formation and the extent to which economic
resources are effectively employed. To be effective, any government
program designed to foster growth must operate largely through these
basic determinants.

Government’s role in fostering growth: Government can play an
important role in fostering a high and sustainable rate of economic
growth. One basic principle should be clear, however. In an econ-
omy in which major reliance is placed on individual initiative and de-
cisions and in which the alternative uses of economic resources respond
through the market mechanism, primarily to consumer demand, gov-
ernment can and should play only a facilitating, not a predominant,
role in the growth process.

The moving forces which promote growth in a free-choice market
economy are basically the same as those that account for economic
progress on the part of the individual. Thus, the individual’s
desire for a higher and more secure standard of living for himself
and for his family is the basic stimulus. This is the prime mover.
To this end he studies, plans, works, saves, and invests. He searches
out new ways of doing things, developing new techniques and proc-
esses. Where such instincts as these are strong, the forces promoting
growth in society as a whole are strong. Where they are weak, the
1mpetus for growth is also weak.

The first role of Government in promoting growth is to safeguard
and strengthen the traditions of freedom In our economy. Stated
differently, the proper and effective role of Government is to provide
an atmosphere conducive to growth, not directly to attempt to force
growth through direct intervention in markets or through an improvi-

ent enlargement of the public sector of the economy. Indeed, gov-
ernmental efforts to promote growth that rely on, or subsequently lead
to, excessive intervention in and direction of market processes can
only impede growth in the long run.

The case for this approach to promoting growth is strengthened by
the fact that technological advance flourishes in an atmosphere of
freedom. DBasic to technological advance is pure research, and a
fundamental belief in our society that pure research makes its
greatest contribution when minds are free to meet the challenges of
the future.

Government can also promote rapid, healthy growth by fostering
competition in the economy. Competition sharpens interest in re-
ducing costs and in developing more efficient methods of production.
It places a premium on skills in business management. It stimulates
business investment, both as a means of economizing in the produc-
tion process by use of more efficient machinery and by enlarging ca-
pacity in order to capture a larger share of the market. Healthy
and widespread competition, in short, is the primary stimulant to
efficiency in use of our economic resources, both human and material,
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1092 EMPLOYMENT, GROWTH, AND PRICE LEVELS

through technological advance and by stamping out waste and ineffi-
ciency in productive processes.

Our tax system may hamper growth in a number of ways. One of
the objectives of the study recently initiated by the House Ways and
Means Committee, and in which the Treasury is cooperating, is to
determine what changes can be made that will be conducive to healthy
and sustainable economic growth. I am hopeful that this study will
lead to significant results.

All of these methods of aiding growth are important. I am con-
vinced, however, that Government can make a most significant con-
tribution to growth primarily by using its broad financial powers—
fiscal, debt management, and monetary policies—to promote reason-
able stability of price levels and relatively complete and continuous
use of our economic resources.

As noted earlier, a high rate of saving is indispensable in achiev-
ing a high rate of economic growth. Under conditions of near-
capacity production, resources can be devoted to capital formation
only to the extent that they are freed from output of goods for cur-
rent consumption. This, in turn, is possible only to the extent that
saving occurs.

In the years since the war, incentives to save in traditional forms—
in savings accounts, bonds, and through purchasing insurance—have
been somewhat impaired by the conviction of some that inflation is
inevitable. In my judgment, this is a mistaken conviction. But
the fact remains that if we allow a lack of confidence to develop in
the future value of the dollar, the desire to save will be weakened.

Full confidence in the future value of the dollar can be maintained
and strengthened only by a concerted, broad-gage attack on all of
the forces and practices that tend to promote inflation. Some of
these forces and practices may be new and thus require further study
before they can be identified and before appropriate policies to con-
trol them can be devised. But there should be little doubt in our
minds as to the proper role of general stabilization policies. Under
present-day conditions, with production, employment, and income ad-
vancing rapidly to record levels, such policies should be directed
toward self-discipline and restraint. This requires Federal revenues
in excess of expenditures to provide a surplus for debt retirement,
flexible management of the public debt, and monetary policies di-
rected toward preventing excessive credit expansion from adding
unduly to overall demand for goods and services.

Some observers have argued recently that we are not now con-
fronted with monetary inflation or with a situation in which “too
much money is chasing too few goods.”

The Cramrman. Mr. Anderson, lest there be any doubt to whom
you are referring, may I identify myself as one of those who made
this comment,

Secretary Axperson. Thank you, sir.

They point to the high degree of price stability during the past
year as proof of this contention.

This same argument could well have been made in mid-1955, when
that recovery was also mereing into the boom phase of the cycle.
At that time the Consumer Price Index had actually declined slightly
during the preceding 18 months; the wholesale price index had
been stable for about 80 months.
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EMPLOYMENT, GROWTE, AND PRICE LEVELS 1093

We failed to recognize at that time, just as we may be in danger
of failing to recognize now, that the high levels of demand gener-
ated in the recovery had sown the seeds of later increases in prices.
Thus, wholesale prices rose moderately in the last half of 1955, at
a steady and relatively rapid rate throughout 1956, and moderately
during 1957. Consumer prices, exhibiting the customary lag, did
not begin to advance until the spring of 1956, but thereafter rose
steadily until early 1958,

The important point is that effective control of inflation requires
actions to restrain inflationary pressures at the time that such pres-
sures are developing. To wait until the pressures have permeated
the economy and have finally emerged in the form of price increases
is to delay action until the situation is much more difficult to cope
with.

Effective stabilization actions to limit inflationary pressures dur-
ing this period of rapid business expansion, in addition to promot-
ing stability of price levels, will stimulate sustained growth in still
another important way. Such policies, by helping to assure that
the current healthy advance in business activity does not rise to an
unsustainable rate and then fall back, would promote relatively full
and continuous use of our economic resources. I am firmly con-
vinced that the degree of severity of a business recession reflects to a
considerable extent the development of unsustainable expansion in
the preceding boom. By exercising restraint and moderation dur-
ing periods of prosperous business we can keep booms from getting
out of hand, and, in so doing, minimize the impact of later adjust-
ments,

Appropriate current governmental policy to promote growth must
be consistent with long-range objectives and not resort to quick
expedients that endanger sustainable development. We must reject
the arguments of those who would attempt to foree growth through
the artificial stimulants of heavy Government spending and excessive
expansion of money and credit.

If we would foster growth—not of the temporary, unsustainable
type, but long-lasting and rewarding—we need first to reinforce our
efforts to maintain reasonable price stability and relatively full and
continuous use of our economic resources.

Both logic and experience demonstrate clearly that heavy reliance
on Government spending and monetary and credit excesses during a
period of strong demand, rather than promoting growth, can lead
only to inflation. Inflation tends to dry up the flow of savings and
leads ultimately to recession, the No. 1 enemy of growth.

We live in what is basically a free-choice economy. Within rather
broad limits we are free to dispose of our labor, property, and incomes
as we see fit. In disposing of our incomes we are free to spend or to
save, to invest or to hoard. So long as we maintain the basic freedoms
that foster competitive enterprise and stimulate technological advance,
and so long as we use our broad financial powers to promote stability
in the value of our currency and to avoid the extremes of economic
recession, I am confident that economic growth will proceed at a
high and sustainable rate. The strength of our economy lies in its
very reliance on the integrity, wisdom, and initiative of the indi-
vidual. Wemust not weaken this basic strength.
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1094 EMPLOYMENT, GROWTH, AND PRICE LEVELS

The Government securities market study: I will now make some
brief observations on the Treasury-Federal Reserve study of the
Government securities market.

Our national economic objectives are, of course, fundamental. It
is only in relation to the successful achievement of these objectives
that the financial polices pursued by our Government can have real
meaning. Furthermore, fiscal, debt management and monetary poli-
cies can make their maximum contribution to national economic goals
only if they can operate in a market which is responsive to policy
actions both in terms of basic understanding of those actions by the
investing public and in terms of the efficiency and maximum useful-
ness of market organization,

The Government securities market is the largest financial market
in the world, with a daily trading volume of more than $1 billion.
It is an extremely complex market and is sharply competitive. It is
very responsive to trends and expectations as to business activity,
Government policies and international developments.

Its responsiveness and competitiveness, under widely varying cir-
cumstances, mean that it can provide the proper environment for the
successful flotation of the tremendous volume of frequent Treasury
security offerings to the public, which last year alone totaled almost
$50 billion, exclusive of the rollover of weekly Treasury bill maturi-
ties. Similiarly, it can provide an efficient mechanism through which
Federal Reserve monetary policy can operate. Moreover, it must
provide for the smooth transfer of large amounts of Government secu-
rities among investors as liquidity and investment needs are satisfied.

The Treasury, the Federal Reserve and the entire business and
financial community, therefore, have a joint responsibility, collec-
tively and individually, to encourage the market to resist any forces
which threaten to impair its maximum performance. If market tech-
niques become distorted or restrictive practices arise, the consequences
can extend far beyond any immediate impact on investors, speculators
or suppliers of credit. It can undermine the basic contribution which
a smoothly functioning Government securities market should make to
the national welfare.

It is with this realization of the importance of the Government se-
curities market that the Treasury and Federal Reserve last spring
undertook their joint study of the way in which the market operates,
with particular reference to the market’s performance around the
time of the reversal of the economic downturn a little more than a year
ago.

gA study of market mechanisms is necessarily technical. The results
of any such study are understandably less dramatic than studies of the
broad aspects of fiscal, monetary and debt management policy which,
together with general economic trends and expectations, provide the
environment in which these market mechanisms operate.

Our joint Treasury-Federal Reserve study group has been working
continuously toward the objectives which were laid out when the
project was announced on March 9,1959. Part I of the study group’s
factual report is now in final form; parts IT and IIT are only in pre-
liminary form. All three parts are being made available for public
release on Monday morning.

The Caamman. Mr. Secretary, do I understand that members of
the committee will be furnished with copies of these three volumes
this afternoon ?
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Secretary ANDERSON. Yes, they will, as soon as they are delivered to

us.
The Cuarman. Thank you.
Secretary ANDERsON. Your committee already has a joint state-
ment by Chairman Martin and myself relating to the study. The
virtual completion of the factual study by the study group provides
a background which Federal Reserve and Treasury policy officials can
now carefully review as we work toward official conclusions and
recommendations growing out of the study.

These conclusions cannot be prejudged. Treasury and Federal Re-
serve officials have been following the progress of the study group with
great interest, but, because of the late completion of the report, we
have had little opportunity to examine the factual material which the
study group has assembled.

As Chairman Martin and I state in the concluding paragraphs of
our joint statement, markets are dynamic institutions which require
adaptation to changing needs. The public interest is served only if
the study of these adaptations is continuous, even though it may be
intensified from time to time as in the present study.

We both recognize—and I want to emphasize it again—that im-
provements in market mechanisms, helpful though they may be, can-
not be expected to solve the basic financial problems which our Nation
faces—the problems of fiscal imbalance during prosperous times, the
tendency for the public debt to grow shorter in its maturity structure,
the need for continuous flexibility in adapting monetary policies to
varying circumstances, the need to encourage increased savings to
finance soundly the Nation’s heavy capital requirements, and the
problem of the instability of financial markets as they react to turning
points in economic cycles.

These are basic problems. We are glad to work with your com-
mittee in seeking their solutions in the best interest of the public.

The CaamrmaN. Thank you, Mr. Secretary.

I have read your very full statement to the House Ways and Means
Committee which you gave some weeks ago. I understood from that
that it is your contention that the Treasury, in its issues of public
debt and refunding, does not make interest rates, but has to conform
to competitively set interest rates determined by other groups in the
general money market. Am I correct in that?

Secretary ANDERSON. Yes, sir.

The Cmamrman. And this carries out the very vivid illustration
given by your predecessor, Mr. Humphrey, who likened the position
of the Treasury in borrowing money on the money market to a house-
wife going in to buy a dozen eggs. Just as the housewife, so Mr. Hum-
phrey said, had no influence on the price of eggs, so the Treasury
could have no influence on the price of money.

I have not looked up the most recent figures on the production of
eggs, but I think there are somewhere around a billion dozen ~ggs
produced a year. Therefore, the housewife would have the effect of
one-billionth upon the total market, and thereafter it would be
infinitesimal.

I have, however, asked the staff to prepare figures on the relative
amount of money borrowed by the Federal Government as compared
with the total amount of money borrowed by State and local govern-
ments and corporations, and I have tables which I would like to have
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placed in the record, which I think are substantially accurate, and

the accuracy of which perhaps you can check as I give them.

Representative Curris. May I ask a question about the tables?

The CHAIRMAN. Yes.

Representative Curtis. They do not include consumer credit ?

The CraimryaN. That is true.

Representative Curtis. Was there a reason for leaving that out?
The Crairman. No, I do not think there was any reason for leaving

it out.

Representative Curris. Don’t you think that is a very important

factor?

The Crarman. Yes, I think it is important, and if the gentleman
from Missouri will permit me to introduce this into the record, then

perhaps qualifications can be made.
(The tables referred to follow:)

Federal Government issues of certificates, notes, and bonds: By purpose of issue,

1945-58

[Dollars in billions 1]

New
Year Total capital Refunding

® @ (6

Col. (2),
col. (1)
(percent)

(&3]

Col. (3),
col. (1)
(percent)

®)

1 Source: Treasury Bulletins.,

State and local governments’ securities issues: By purpose of issue, 1945-58

[Dollars in billions 1]

New Col. (2), Col. (3),
Year Total capital Refunding col. (1) col. (1)
(percent) | (percent)
1) @ (&)] @ )

$0.8 $0.5 $0.3 62.5 37.5
1.2 1.0 .2 83.4 16.7
2.4 2.3 .1 95.8 4.2
3.0 2.8 2 93.3 6.7
3.0 2.9 .1 96.6 3.4
3.7 3.6 At 97.3 2.7
3.3 3.2 .1 97.0 3.0
4.4 4.1 .3 93.2 6.8
5.6 5.5 .1 98.2 1.8
7.0 6.8 .2 97.1 2.9
6.0 5.9 .1 98.3 1.7
5.4 5.3 .1 98.1 1.9
7.2 7.1 .1 98.6 1.4
7.8 7.7 .1 98.7 1.3

1 Sources: 1957-58, Investment Bankers Association; 1946-56, Bond Buyer.
directly comparable.
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Total securities issues of the Federal Government, State and local governments,
and corporations: By purpose of issue, 1945-58

[Dollars in billions]

Total secur-[Total secur-] Col. (2)+ | Col. (3)+
Total ities issues | ities issues col. (1) col. (1)
Year issues ! for new | for refund- | (percent) (percent)
capital 3 ing
(0)] @ @®) @ )

$80.8 $41.4 $390. 4 51.2 48.8
38.0 4.9 33.1 12.9 87.1
37.7 7.4 30.3 19.6 80. 4
40.1 9.5 30.6 23.7 76.3
43.0 8.5 34.5 19.8 80. 2
48.1 8.6 39.5 17.9 82.1
41.5 10.3 31.2 24.8 75.2
47,5 17.0 30.5 35.8 64.2
58.6 23.3 35.3 39.8 60. 2
76.1 24.4 51.7 32.1 67.9
65.2 26. 4 38.8 40. 5 59.5
49.7 18.9 30.9 38.0 62.0
75.7 28.6 47.0 37.8 62.2
81.4 29.8 51.6 36.6 63. 4

1 Securities issues of the Federal Governn.ent includes only certificates, notes, and bonds.
3 The Federal Government component is new money.

Corporations’ securities issues: By purpose of issue, 1945-58*

[Dollars in billions]

Total secur-{ Total secur-{ Col. (2)= | Col. (3)+
Total ities issues | ities issues col. (1) col. (1)
Year issues t for new | for refund- | (percent) (percent)
capital 2 ing
[69) 2?3 (3 [C)] (5)

1045 e $5.9 $1.3 $4.6 22.0 78.G
1946 oo e - 6.8 3.9 2.9 57.4 42.6
1947 - - 6.5 5.1 1.4 78.5 21.6
1948 - 7.0 6.7 .3 95.7 4.3
1949_ 6.0 5.6 .4 93.3 6.7
1950 6.3 5.0 1.3 79.4 20.6
1951_ 7.6 7.1 .5 93. 4 6.6
1952 .. 9.4 8.7 .7 92. 6 7.4
1953 .. - 8.8 8.5 ) 96. 6 3.4
1954 . e mmaen - 9.4 7.5 1.9 79.8 20.2
X955 e - 10.0 8.8 1.2 88.0 12.0
1956 - e - 10.7 10.4 4 96.3 3.7
1957 - e et - 12.7 12.4 .2 98.3 1.6
1958 ... [ 11.4 10.8 .6 94.7 5.3

1 Securities issues of the Federal Government includes only certificates, notes, and bonds.
2 The Federal Government comnponent is new money.
2 Cols. (2) and (3) may not add to total because of rounding.

*Source: Securities and Exchange Commission,

38563 —59—pt. 6A——2

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



1098 EMPLOYMENT, GROWTH, AND PRICE LEVELS

Average maturity of the Federal marketable interest-bearing pudblic debt: Semi-
annually, December 1949 through December 1958*

Average Average
maturity . maturity
Xnd of period End of period
Years | Months Years {Months
1949—December 8 9.0 || 1954—December. ..o _. 5 5.9
1950—June..__.__. 8 2.5 |{ 1955—June 6 9.6
December. . 8 1.1 December. oo 6 5.5
6 6.8 5 4.5
[} 1.0 4 10.8
5 8.4 4 9.3
5 3.3 4 6.€
5 3.8 || 1958—June. - 5 2.9
5 .2 December. ... ... 4 9.3
1954—June 5 6.0

1 Source: Treasury Department. All issues classified by final maturity date, except partially tax-exempt
bonds which are classified by earliest call date. .

2 On Apr. 1, 1951, the Treasury offered holders of a 2}4-percent bond an exchange for 23{-percent invest-
ment bonds, series B, maturing Apr. 1,1980. The new securities were exchangeable for 1}3-percent market-
able notes, but were nonmarketable as such. Thus, the rather sharp drop in the average maturity of the
debt over the first 6 months of 1951,

Total debt and Federal debt: Selected years, 1929-58

[In billions of dollars]

Total gross
Total gross | Total gross Federal

End of year debt Federal debt as per-

debt cent of total

gross debt
1929 - $214.4 $16.3 7.60
1934 197.3 28.5 14.45
1939 207.7 41.9 20.17
1944 430.9 232. 14 53.87
1945 463.3 278.7 60. 15
1946 457.9 259. 4 56. 65
1947 - 485.6 257.0 52.92
1948 - 498. 6 252.9 50.72
1949 520.3 257.2 49. 43
1950 566. 4 256.7 45. 32
1951 607.5 259. 5 42.72
Y05 e 646.0 267.4 41. 39
1953 683. 6 275.2 40. 26
1954 714.0 278.8 39.05
1955 786.2 280.8 35.72
1956. - 830.7 276.7 33.31
1957 - 865.1 275.0 3L.79
1958 901.8 283.0 31.38

Sources: Total Gross Debt: Survey of Current Business, September 1953, May 1957, May 1959. Total
Gross Federal Debt: Federal Reserve Bulletins.

The CaamrmaN. If I may now proceed, this excludes bills. It does
not include the 80-day and 60-day bills. It does include the issues
of certificates, notes, and bonds. This excluded bills because that
corresponded to commercial bank credits more closely, being of short
duration.

These figures indicate that in 1958, the total Government issue was
approximately $62.2 billion, of which $11.3 billion was for new money
and $50.9 billion eonsisted of refunding.

Are those figures approximately accurate?

Secretary ANpERSON. Yes, sir.

The Cmamrmaxn. And similarly for State and local governments,
the corresponding figure, $7.8 billion, of which $7.7 billion was for
new capital and $100 million refunding.
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I do not know whiether you have those figures. Are those approxi-
mately correct ?

Secretary AnprrsoN. Yes. I donot have them exactly.

The CrammaN. The corporation securities total $11.4 billion, of
which $10.8 billion was for new securities, and $600 million refund-
ing, making a total of these three forms of the money market of $81.4
billion, of which the Government issues comprise 62.2 percent. In
other words, instead of one-billionth of the total market, the Govern-
ment borrowed three-quarters of the funds in the market, excluding
consumer credit.

Are not the borrowings of the Government of such large volume,
both actually and comparatively, that they help markedly to deter-
mine the interest rates instead of merely conforming to an interest
rate fixed by other forces? That is the first question I wanted to ask.

Secretary Anprrson. Senator Douglas, if I may first comment on
your figures, perhaps I did not get all of them, but I did not hear a
figure for mortgages in this compilation.

The CrairmaN. Real estate mortgages?

hSecretary AnpErsoN. Yes. You probably would want to include
them,

I should also like to say this. We recognize that the Treasury is
the biggest borrower in the country, and we recognize that we in-
fluence the cost of money.

The Caamrman. And the interest rate.

Secretary AnprrsoN. And the interest rate.

The CuamrmaN. That is a very important point, because Mr. Hum-
phrey has always denied this.

Representative Curtis. Oh, no, no.

May I interpose an objection

The CuamrMan. Surely.

Representative Courtis. You are entitled to your interpretation, but
I think you have always carried his statements to the extreme. He
never said, in my judgment, that it did not influence it. Rather, he
always minimized the influence in relation to what the gentleman
from Illinois thought was the influence.

Secretary Anxperson. I should like to say that as the biggest bor-
rower we recognize the fact that we do influence the cost of money.
‘We do not fix the cost of money. Although we are the biggest single
borrower, we cannot control the supply of credit in a free market.

I think also that as we look at the Treasury operations in a year in
the order of magnitude which you mentioned, we must also have an
awareness that refundings, which comprise the largest part of our
operations, do not have the same effect as going into the market for
new cash, which is draining off current savings.

The Caairman. We have included the retundings of private corpo-
rations and of State and local governments, although, of course, pro-
portionately they are much smaller in those cases.

Secretary Anprrson. Yes. I simply wanted to make the point that
in the order of magnitude there is a difference in the effect which we
will have, if we refund it.

The Cramman. Now, if T may go into the analogy between the
money market and other markets.
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The economists say that where the supply is controlled by one party,
you have complete monopoly, or where it is controlled by a few, you
have highly imperfect competition between sellers.

When you have such a large proportion of borrowings made by
one agency of Government, do we not have something departing very
much from pure competition and approaching what the economists
call monopsony—not complete monopsony, of course, but a type in
which one buyer purchases the major portion of the supply?

Secretary AnxpersoN. Senator Douglas, I think that in a very real
sense it is doubtful if there is anything that is perfectly competitive..
However, if we compare credit markets with other markets, the credit
market seems to me to be one of the really competitive markets.

Alsoin the last 30 years this competition has grown.

How do we judge the degree of competitiveness in a market? One
of the most important things is the alternatives that are open to the
buyers and the sellers, or in credit markets the alternatives that are
open to the lenders and to the borrowers.

Lenders are confronted with a variety of alternatives, both from
the standpoint of the issuance of the obligations and from the stand-
point of the maturity of the various securities. As a matter of fact
one of the problems which we in the Treasury confront in issuing
new issues of long-term Government securities is the fact that we face
an increased competition for the lender’s dollar.

I pointed out in my statement before the Honse Ways and Means
Committee the variety of investments which are now available to
people who do want to lend, particularly in the number of securities
or mortgages that have grown in the last 8 or 10 years which carry
some degree of guarantee, ranging all the way from a full guarantee
by the U.S. Government simply to the fact that it has been issued by
a Government agency and carries the implication that the Govern-
ment would not permit a default.

Borrowers also have a number of alternatives. Let us take, for ex-
ample, a man who wants to buy a house. If in the twenties he had
wanted to buy a house he would have had to finance the transaction
largely through a short-term mortgage note, which he hoped that he
could repay or refinance at maturity. Today, he can borrow money
from a commercial bank on that basis, or he can go to a savings bank,
he can go to a building and loan association, he can go to an insurance
company, he can go to a mortgage banker or, he can utilize some of the
agencies of the Government, and most of these loans are amortized
and paid off month by month.

You take consumers, such as the buyers of automobiles. There is
high competition between whether those loans are held by the banks
or by finance companies, small-loan companies, or even, in some in-
stances, corporations created by the sellers of the goods, through which
they can operate.

A businessman also has a variety of choices. ¥e can shift from
one place to the other.

Another thing you use to judge competitiveness is price behavior.
If the prices in the market tend to remain fixed for a long period of
time, or if the only type of movement is an irregular upward adjust-
ment, then one would become concerned with the lack of competitive-:
ness or monopolistic tendencies.
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Certainly, prices in credit markets, and particularly the Govern-
ment market, with which I am most immediately concerned, move
very flexibly.

The Cramrman. Mr. Anderson, our time will be up in a few min-
utes. 1 do want to raise this point, however, with just one more
question.

If you, however, compare the money market now with the money
market 30 years ago, then the national debt was only about $20 billion,
as I remember it, and now it is $285 billion; the annual volume of
borrowings, excluding bills as I have said, 1s $62 billion; and the
total Government debt is approximately one-third of the total debt
in the country. If you compare this condition with the condition 30
years ago, certainly the Federal Government now is a much larger
borrower, both absolutely and relatively, than it was then. Is that
not true?

Secretary Anperson. That is correct, but even then the Government
was the largest single borrower.

The Cuaairman. And while it might have been true 30 years ago
that the Government had to conform to a competitively determined
interest rate, is it not true now that it influences the interest rate
much more than it did years ago?

Secretary Anperson. I think the existence of such a large debt
would cause it to influence the market.

Senator Douglas, may I comment further? I should like to call
the attention of the committee—and I am sorry I do not have the
page number—to the statement which the Senator referred to, before
the House Ways and Means Committee. We set out some charts
showing the relative pricing of Federal Government securities as com-
pared to corporate securities. I thought that the Senator might want
to examine that. (Chart 8 and chart 9, appearing on pp. 18-19 of the
hearings on the public debt ceiling and interest rate ceiling on bonds
before the House Ways and Means Committee, June 10, 1959.)

The CaairMan. Of course, as in any problem of the mutual attrac-
tion of bodies, this conforms to the Newtonian law of mechanics in-
terpretation, that the larger bodies have an influence on smaller bodies,
as well as the smaller bodies attracting the larger bodies.

Mr. Curtis?

Representative Cortis. Thank you, Mr. Chairman.

First, let me state my personal gratification with the presentation
that you have made, Mr. Secretary. I find myself in such complete
accord with the philosophy you have expressed that I can only express
appreciation for the manner in which it was expressed.

I think Senator Douglas is presenting a very proper and fair point
of view in trying to measure the extent to which the Treasury does
influence the money market. I think, however, as I have previously
stated, that Secretary Humphrey always recognized that the Treasury
does influence it, the issue being only over how much it influenced it.
I think there is real disagreement between the Senator from Illinois
and the former Secretary to the extent of this influence.

The data that has been supplied here is very helpful in trying to
measure that. However, it does leave out a number of factors which
bear on this question of who is competing for the savings of our peo-
ple. One, of course, is real estate mortgages ; consumer credit is bound
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to be influenced, particularly as the Treasury goes into short-term
borrowings; foreign securities, Government and otherwise; real in-
vestment, investment in real things; the stock market, certainly to the
extent that the prices, over 1 year, of the total amount of stocks goes

up.
pVVould you agree with that? And are there some other factors that
bear on this that I have not mentioned %

Secretary Anperson. I would agree that we do compete for sav-
ings in our country. If one looks at the rapid growth which has oc-
curred in other forms of savings institutions, these savings in volume
have increased more rapidly, for example, than the volume of savings
in the savings bonds.

It is recognized that anyone who seeks credit in the free market
is competing with all others who seek it.

Representative Curtis. We particularly have mutual banks and the
the savings and loan people who are constantly worried about how the
Government manages its debt, particularly how attractive E bonds
might be made, because they seem to be tapping the same market.

{ course, thera is another factor in here that I think is extremely
important, and certainly your paper bearson it. That isthat a dollar
can be an investment dollar or a consuming dollar, depending on the
choice of the individual. That in itself has a great bearing on the
money market, because if the attractiveness of making that dollar a
consumer dollar instead of putting it into investment is great, then we
have a shortage of investment dollars; this which bears on this whole
market.

Secretary ANDERSON. Yes.

Representative Curris. I would like to get your expression on this:

The Treasury, in managing the Federal debt, of course, is trying to
get the money as cheaply as possible, or so I imagine, and to that ex-
tent it does hold down interest rates the best it can. Is that not a
fair statement ?

Secretary Anperson. This is the point which T raised about the
charts, indicating that we try to be as careful as we can within the
context of the obligation which we have to meet the Government’s
debt requirements.

Representative Curris. In other words, just like anyone else in
the market for money, the Treasury is going to try to get it at the
cheapest price possible, and there are a lot of other economic factors
that bear on this, other than the competition of other borrowers for
this same money, that affect interest rates. Is that a fair statement?

Secretary ANDErsoN. Certainly we try to borrow as cheaply as we
can to secure funds.

Representative Curris. What I am getting at, too, is that we are
talking now about the interest rate; Senator Douglas is pointing out
competition is one factor, and he thinks that the competition is a
little bit lopsided because the Government is such a big borrower.

Now I am directing attention to the fact that there are other eco-
nomic forces at play other than competition that bear on interest rates.
One of the obvious ones is, how much money is available, how much
investment demand exists.

The Cramrman. Would the Congressman permit me to make a
clarification ?
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Representative Curtis. Certainly.

The CuairMan. My contention was not that there was great com-
petition in the money market, but there was less competition than was
commonly believed.

Representative Corris. If I knew what the word “commonly”
meant, I would better understand your point.

The Crarrman., Well, it was believed by Mr. George M. Humphrey,
or by the Secretary in his statement before the House Ways and
Means Committee.

Representative Curris. I might say I felt with you that Secretary
Humphrey was minimizing it more than I would. On the other hand,
I find, after having listened to Secretary Anderson before the Ways
and Means Committee, that I think he has a pretty realistic approach
to the subject.

The Cuamrman. I will agree there has been a big improvement in
the Treasury since Mr. Anderson came there.

Representative Curris. Maybe we ought to quit there.

The Cuairman. On the principle that when you are lying on the
ground you cannot fall out of bed.

Representative Curris. I did not disagree with Secretary Hum-
phrey to that extent. In fact, I am more concerned about those who
seem to have the Senator’s point of view that the Government just
controls the price of money, and that money is not a commodity.

The Cuamman. I have not unveiled my point of view yet.

Representative Curris. Mr. Patman says money is not a commodity.
I think there can be a basic disagreement there.

But, to get on with this, of course the Treasury, in doing the best
job possible, needs flexibility in handling the debt.

Is that not true, Mr. Secretary ¢

Secretary AnpersoN. Idid not get the last. T am sorry.

Representative Curris. The adequacy of the job that you do in
minimizing the interest rate depends on the flexibility which the
Congress gives you in handling it ?

_Secretary AxpersoN. I think that is an important part of it; yes,
sir.

Representative Curris. It is pretty important right now.

I think those who will not give the Secretary the flexibility that he
requests in this area are the very ones that are going to increase the
interest rate beyond what it would have to be.

Would the Secretary agree with that?

Secretary ANpersoN. Certainly the more pressure you bring on the
short-term rate the more the short-term rate goes up, and the more
the short-term rate goes up the more you influence other costs of
money.

Representative Corris. Incidentally, the more we have to go into
short-term bonds, too, the more competition we are giving in the con-
sumer credit field and other areas of short-term financing.

Secretary ANpersoN. Yes; that is correct.

The borrowers of short-term money are more nearly the consumers.

Representative Corris. My time 1s running out, but there is one
question I am going to pose and then come back to it because I think
this is a very basic question which I have not had resolved to satisfac-
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tion in my own ind, namely, the relation of the Federal Reserve to
this problem.

I happen to feel that it is true that if the Federal Reserve comes into
the money market and pegs in any sense the Federal bond interest
rate, this has economic effects in other fields which are more damag-
ing than the alternative of a rise in the cost of money. But this ques-
tion has been posed, not one of absolutes as to whether it does or does
not, but can the Federal Reserve Act peg the market in some temporary
sense ?

I think your position and the position of others is that there is no
way of being intermediate about it, that either it does or it does not.
But I would like to have that explored. I think it is very important
that the question be explored as to whether or not in a minimal way
or to a degree the Federal Reserve can help to create or be used as an
Instrument in creating a more stable market without having other
adverse economic results.

The Criarrman. Vice Chairman Patman.

Representative Parman. Mr. Secretary, has the Treasury put to-
gether any information which shows what proportion of its 1ssues are
purchased by a few large subscribers?

Secretary AnpErsoN. Not on an individual basis, no, sir.

Representative Parman. Well, on any kind of basis?

Secretary AnpersoN. On a group basis we do, Congressman Pat-
man.

Representative Patman. Would you make that available for the
record, please?

Secretary AnpersoN. On the group basis, yes, sir.

(The material referred to is as follows:)

The attached table 5 from the June 1959 Treasury Bulletin presents the only
data currently compiled by the Treasury on the allotments by investor classes
on subscriptions for all Treasury marketable securities (other than regular
weekly Treasury bills) from 1953 through May 1959. One further breakdown
which could be compiled for recent issues, if the committee is interested, would
be a breakdown by Federal Reserve districts for each of the same investor
classes.

The Treasury is also compiling data which will show the number of sub-
seribers in each of the same investor classes for each issue put out thus far in
1959 and these figures will be provided to the committee as soon as possible.

Any further breakdown of allotments could be made only by analysis of de-
tailed records at each Federal Reserve bank and branch throughout the coun-
fry. In any request for further detail on allotinents it should be realized that
all initial allotment figures are at best an imperfect indication of who our cus-
tomners are. The allotment figures include substantial allotments to commercial
banks and dealers and brokers, for example, who handle the secondary distribu-
tion of these securities to ultimate investors, sometimes within a period of a
week or less. Subsecribers who buy large blocks in the first instance may have
very few left after they have completed their normal function of underwriting
this secondary market distribution.

Reference may be made to the publication each month in the Treasury Bul-
letin of the ownership of each issue of Government securities by various inves-
tor classes, from which figures an analysis of investor trend in any security may
be developed which more accurately reflects the distribution of each issue.

Breakdowns are available for most, but not all, of the classes for which al-
lotment data are compiled. In addition, data are shown for each issue on a
semiannual basis for New York and Chicago central Reserve city banks, Re-
serve city banks, country banks, and nonmember banks. Monthly data separat-
ing life from other insurance companies are also published. A copy of the own-
ership extract from the March 1959 Treasury Bulletin is attached.
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TaBLE 5.—Allotments by investor classes on subscriptions for public marketable securities other than regular weekly Treasury bills 1

PusLic DEBT OPBERATIONS

[In milYons of dollars]

Issue Allotments by Investor classes
Amount issued U.8. State and local
Govern- Private| governments §
ment in- Insur- pen-
Date of vestment! Com- | Indi- | ance |Mutual| Cor- sion Dealers| All
financing Description of security In ex- |accounts | mercial] vidu- | com- |savings| pora- and |Pension and |other®
For cash | change [and Fed-| banks? als? | panies | banks { tions ¢ | retire- | and Other | brokers
for other | eral Re- ment | retire- | funds
securities| serve funds | ment
banks funds
Feb. 15 1953 {2% percent certificate, Feb, 15, 1954 A_________| ... 8,114 3,608 | 2,279 187 150 55 M [} 230 152 1,363
Y 214 percent bond, Dec. 15, 1958 o ocooooo|oaamomaoon 620 3 444 6 9 20 (;) (;) 13 100 25
May 1,1953 | 3}4 percent bond, June 15, 1978-83..__........_ {., 1188 f..oo.. 18 11? 13% gg; ?g ?g 8 8 Zg (,1>58 Zég
June 1,1953 | 254 percent certificate, June 1,195¢ B_________ | ___._____ 4, 858 1,153 2,015 98 113 77 (7) (Y] 366 162 874
June 3,1953 | 2,383 percent bill, Sept. 18,1953 1. ____________.} 800 [...._...._ ) 711 O] ® ®) ® ® ®) ® ® ®
July 15,1953 | 2% percent certificate, Mar, 22,1954 CO______.| 5902 |....__.._ | . _.____. 4,520 56 40 100 917 4 1 68 115 81
Aug. 15,1953 | 254 percent certificate, Aug, 15,1954 D _ - 2,788 175 | 1,499 117 82 27 411 48 2 156 79 192
Sept. 15,1953 {2/ % percent ceruﬁcate, Sept. 15, 1954 B 4,724 863 | 2,135 106 131 96 654 50 6 279 219 185
pt. 15, 27% percent note, Mar. 15, 1957 A__ 2,007 | ... 2,276 42 140 86 155 3 2 40 188 65
Nov. 9,1953 | 234 percent bond, Sept. 15 1961 2289 | 1,296 127 190 165 93 49 19 16 170 64
Dec. 11953 {1/ % percent note, Dec 15, 1954 B.. - 8,175 6, 997 360 112 12 2 339 1 1 100 42 209
. 215 percent bond Dec. 15 1958 11____ 1,748 5] 1,174 43 61 52 110 13 1 26 169 94
Feb. 15,1054 {1/ -percent certlﬁcate Feb. 15, 1955 7, 007 152 46 7 756 6 (O} 269 123 218
c 2bs-percent bond, Nov. 15, 1061 ... 209 467 218 535° 92 7 163 450 203
Mar. 22,1954 | 0.956-percent blll June 24, 1954 10, Q] ® ® Q) Q] ® ® ® ®
Apr. 27,1954 | 0.726-percent blll June 18 1954 10____ (“1)75 (91)46 (9)39 ('2)16 (“)36 Eg (9)37 (219 (O] »
1
May 17,1954 {1/ §-percent note, Feb. 15, 1955-A-cooeneoeonnn 41 74 23| 247 20 1| 03| 2 130
11%-percent certificate, May 17, 1955-B_ . __.[-.o..___. 3, 886 1, 686 986 68 28 4 558 [ P 294 76 180
Aug. 2,1954 | l-percent certificate, Mar. 22, 1955-C 16 3,784 |ecceenes 1{ 2,011 39 59 41| 1,146 3 1 156 192 85
Aug. 15,1954 {IV §-percent certlﬁcate, Aug. 15 1955-D ..l 3,558 995 847 115 47 30 751 45 4 369 117 238
g. 1o, 214-percent bond, Nov, 15, Y060 T 3, 806 10 [ 3,001 54 100 31 120 18 2 68 182 130
Oct. 4,1954 | 134-percent note, May 15, 1957-B . 4,155 [.ooooo_ o 121 2,718 141 98 70 497 69 2 87 344 117
1l¢-percent certificate, Aug 15, 1955-D 12| .l 4,919 4,763 57 9 1 ® 30 18 |oeaes 6 6 34
Dec. 15,1954 |{1}4-percent certlﬁcate Dec. 15, 1955-E. 5, 359 2,520 1,299 103 41 14 662 5 O] 311 120 284
l/ -percent bond Aug 15 1965 ... 6,755 | .. 5,503 144 226 142 152 37 11 156 240 144
84-percent note, Mar. 15, 1956~A _ 8,472 4,012 | 2,385 112 63 15§ 1,065 36 * 308 256 220
Feb. 15,1955 2-percent note, Aug. 15, 1957-C___._____ 3,792 1 2,704 69 123 43 329 3 ®) 128 232 160
3-percent bond, Feb., 15, 1995 .o oommceaies)iracmnnn 1,924 1 1,190 70 130 44 84 10 23 354 17

See footnotes at end of table,

Digitized for FRASER

http://fraser.stlouisfed.

org/

Federal Reserve Bank of St. Louis

STHAHT HOIYd ANV ‘HIMO0¥Y ‘INIAWAOTINHL

GOIT



TABLE 5.—Allotments by investor classes on subscripiions for public marketable securiiies other than regular weekly Treasury bills '—Continued

[In millions of dollars]
Issue Allotments by investor classes
Amount issued U.s. State and local
Govern- Private| governments ¢
ment in- Insur- pen-
Date of vestment{ Com- | Indi- | ance |Mutual] Cor- sion Dealers{ All
financing Description of security Inex- |accounts | mercial| vidu- | com- |savings| pora- and |Pension and |other®
For cash | change |and Fed-|banks3 als? | panies | banks | tions 4 | retire- | and | Other | brokers
for other | eral Re- ment { retire- [ funds
securities| serve funds | ment
banks funds
Apr. 1,1955 | 13%-percent certificate, June 22, 1955-F 19______ 3,210 |oemcac ool 1'3,14; gé 1}9 i 1,(5)29 1 ® 4 gf lgg 1(2)?
. 2,532 |l 1, 0 5 2
May 17,1955 | 2-percent note, Aug. 15, 1056-B_.....______jy 7™ 3,174 1,686 614 53 19 6 355 22 ® 203 82 134
July 18,1955 | 174-percent certificate, Mar, 22, 1956-A 10 2,202 §o e aeaee 1,047 37 17 1 988 1 1 45 36 28
July 20,1955 | 3-percent bond, Feb, 15,1995 13__________ 821 [oooe___. 25 216 21 119 106 33 110 59 20 53 60
Aug. 1,1955 f2-percent certificate, June 22,1956-B 10________ |- 1,486 [ccceua_.n 387 29 21 10 666 5 2 96 222 48
M \2-percent note, Avg.15,1956-B 4 ______ , 841 5,754 400 64 32 9 205 31 3 151 7 185
Oct. 11,1955 | 2Y4-percent certificate, June 22, 1956-C 10_ A7 {1 I R O 1,782 44 18 4 976 ® 1 38 65 42
Dee. 11955 {ZV-pereent certificate, Dec. 1,1956-D____ 1, 349 108 33 16 998 4 2 342 240 234
¢ 274-percent note, June 15, 1958-A___.___ 52 62 37 478 24 1 261 137 131
Dec. 15,1955 | 2.465-percent bill, Mar. 23,1956 10__ ____ ® ® ® © ® ® o ® ()
Mar. 5 1956 {25/-perccnt certificate, Feb. 15, 1957-A _ 69 21 852 26 1 319 39 288
© Y 27¢-percent note, June 15, 1958~A 15___ 35 32 34 548 & I S, 195 191 140
July 16.1956 | 2%{-percent note, Aug.1,1957-D_____ 140 67 22 1,313 20 19 680 57 426
Aug. 15,1956 | 234-percent certificate, Mar. 22, 1957-B. 24 10 5 947 ) N IR 29 18 12
Oct. 17,1956 | 2.627-pereent bill, Jan. 16,1957 . ___..._ ® Q] ® ® ® ® (’g ® Q]
Nov. 16,1956 | 2.617-percent bill, Feb. 15,1957 .. ..__ ® ® ® ®) 0] ® [{ ) ®
Dec. 1,1956 {31/4-percent certificate, June 24, 1957-C 10, 48 7 4 589 | 3 il 99 60 129
o 3l4-percent certificate, Oct. 1, 1957~-D 6,135 554 66 10 9 198 7 ®) 161 23 108
Dec. 17.1956 | 2.585-percent hill, Mar. 22,1957 10____ . 006 ) 975 ® Q] ) Q) Q] [Q] [Q] ® (O]
Jan. 16,1957 | 3.305-percent bill, June 24, 1957 10___ 181, 601 Q] 700 ©®) (] (®) ® ®) Q] [Q] ®) ®
3.231-percent bill, June 24,1957 10_______ -] 11,750 (%) 855 ® ® ® O] ® [V} ® ® ®
Feb. 15,1957 (<31¢-percent certificate, Feb. 14,1958-A . ___ ..o .. 5708 | 1,159 116 48 26 578 49 1 448 168 118
31%-percent note, May 15, 1960-A _ ___.___ 131 725 21 47 31 114 14 2 64 205 110
Mar. 28, 1957 {S%-peroent certificate, Feb. 14, 1958-A 17 ) 2, 361 20 2 2 33 ) ) PR, 1 3 14
) 316-percent note, May 15, 1960-A 17______ 100 786 19 4 4 12 2 ®) 2 7 6
May 1,1957 {31/é~percent certificate, Apr. 15, 1958-B 112 | 1,042 25 62 14 487 42 [Q] 272 91 204
y L 3%¢-percent note, Feb, 15, 1962-A______ 365 166 3 14 3 45 1 ® 9 29 12
May 27,1957 | 2.825-percent bill, Sept. 23, 1957 0___ ® 1,461 ® ® ® O] [O] Q) 0] 0] ®
July 83,1957 | 8.485-percent biil, Mar, 24, 1958 10_____ © 2,955 | (9 ® ® ) ® ® ® ®) ®
35¢-percent certificate, Dec. 1, 1957-E. 7,991 650 50 2 17 661 19 1 319 129 77
Aug. 1,1957 {<4-pereent certificate, Aug. 1, 1958-C__. 6,822 | 1,606 170 56 45 827 26 7 478 141 409
4-percent note, Aug. 1,1961-A_______ 271 1,394 68 54 48 174 6 28 215 129 221
Aug. 21,1957 | 4.173-percent bill, Apr, 15, 1958. . oo ooeoeo- 11,75 ® ® ® ® ® ® ® ® ® ©) ®
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Sept.

Oct.

Nov,

Dec.
Dec.

Feb.

Feb.
Apr.
June

June

Aug.
Aug.
Oct.
Oct.
Nov.

Dec.

Jan.
Jan,

Feb.
Feb.
Apr.

May
May

26, 1957

1,1957
29, 1957

14,1958

28,1958
15,1958
3, 1958

15, 1958
1,1958

20, 1958
1,1958

21,1959
23,1959

15,1959
16, 1959

1,1959
11, 1959
15, 1959

i4-percent certificate, Aug, 1, 1958-C10___......
\4-percent note, Aug. 15, 1962-B_._....
4-percent bond, Oct. 1, 1969_ ...
334,percent note, Nov. 15, 1962-C_____.
334-percent certificate, Dec. 1, 1958-D__
374-percent bond, Nov. 15, 1974 ___.___
2}g-percent certificate, Feb, 14, 1959-A_
3-percent bond, Feb. 15, 1964___________
314-percent bond, Feb, 15, 1990.
3-percent bond, Aug. 15, 1966_ _
2%-percent note, Feb. 15, 1963-A
314-percent bond, May 15, 1985 ______.
{11/4-percent certificate, May 15, 1959-B___
2%g-percent bond, Feb. 15, 1965
1%4-percent certificate, Aug. 1, 1959-C____
1}4-percent certificate, Mar. 24, 1959~-D 10_
314-percent bill, May 15, 1959_..._.____._
314-percent note, Nov. 15, 1959-B
2.999-percent bill, June 22, 18959 10______________
{B%-percent certificate, Nov, 15, 1959-E_.__..__
3%-percent note, May 15, 1961-B
3l{-percent note, May 15, 1960-B_ _
4-percent bond, Feb. 15, 1980

{B%—percent certificate, ¥eb. 15, 1960, ___
4-percent note, Feb. 15, 1962-D_________
3.293-percent bill, Sept. 21, 1959 10
4-percent note, May 15, 1963-B___
4-percent bond, Oct. 1, 1969 21__

3.386-percent bill, Jan. 15, 1960

3.835-percent hill, Apr. 15, 1960 __.______
{3.565-percent bill, Deec. 22, 1959 10

4-percent certificate, May 15, 1960-B

01,269

756 23 2 1 22 1] ® 10 2 15
1, 450 93 31 50 49 5 6 2 175 39
296 84 16 21 20 5 12 9 79 1
663 39 62 58 8 5 120 59
658 34 24 24 599 33 2 182 137 202
189 43 60 ] 23 29 14 10 52 36
1,404 171 70 181 1,095 39 2 588 173 458
2,780 81 52 42 44 1 81 306 256
520 87 176 68 113 47 10 77 461 86
676 113 53 85 145 7 2 16 154 133
2,511 221 110 141 258 29 2 16 346 235
213 86 202 76 102 31 48 9 127 141
571 98 18 12 570 8l ® 191 47 210
4,031 209 233 72| 1,045 14 4 190 924 311
3,600 160 87 43 11 26 8 546 550 351
__________ 3,007 24 2 1 303 (® 1 18 104 17
2, 256 63 23 1 221 4 1 30 44 82
78 20 19 125 4 1 49 25 94
28711 () ® ® ® ® ® ® ® ®
1,090 44 36 798 38 5 245 171 138
736 25 12 6 127 6 1 24 136 82
.......... 2,302 48 37 17 175 5 1 1 31 111
76 153 65 52 53 106 28 48
2,418 150 158 43| 1,618 41 2 515 207 565
972 44 47 22 140 13 2 85 26 75
L4310 (O ® ® ® ® ® ® ® ®
1,331 61 17 28 52 11 1 79 58
335 26 35 25 26 15 12 4 37 54
¥ ® ® ® ® ® ® ® ® ®
.......... 1,952 9] ©® ® 28 3
.......... 539 14 4 1 227( (&) feeeonaoo 15 667 33
367 33 15 23 266 ul ® ] 106 192

1 Excludes the issuance of 115-percent Treasury notes available in exchange to holders
of nonmarketable 234-percent Treasury bonds, investment series B~1975-80,

2 Includes trust companies and stock savings banks.

3 Includes partnerships and personal trust accounts,

4 Exclusive of banks and insurance companies.

8 Consists of trust, sinking, and investment funds of State and local governments and

their acencies.

8 Includes savings and Joan associations, nonprofit institutions, and investments of
foreien balances and international accounts in this country. Also includes corporations
and private pension and retirement funds prior to July 15, 1953, financing.

7 Included in ““All other.”

8 Less than $500,000.

¢ Not available,

Digitized for FRASER
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10 Tax-anticipation security

11 Additional offering of bonds issued Feb, 15, 1953.

12 Additional offering of certificates issued Aug. 15, 1954,

13 Additional offering of bonds issued Feb. 15, 1955.

1 Additional offering of notes issued May 17, 1955.

15 A dditional offering of notes issued Dec. 1, 1955.

16 Issued as a rollover of special bills maturing Jan. 16 and Feb. 15, 1957, respectively.
17 Additional offering of certificates and notes issued Feb. 15, 1957,
18 Issued in special allotment to Government investment accounts.
19 Additional offering of certificates issued Aug. 1, 1957,

20 Preliminary,

21 Additional offering of bonds issued Oct. 1, 1957.

Source: Based on subseription and allotment reports.
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1108 EMPLOYMENT, GROWTH, AND PRICE LEVELS

(Secretary Anderson subsequently submitted the following for the
record :)
SUMMARY BY INVESTOR CLASS—ALL DISTRICTS

4 percent bonds of 1980
[Dollar amounts in thousands. Bonds of 1980, dated Jan. 23, 1959, due Feb. 15, 1980, issued for cash]

Average Average Percent
Class Number | subserip- | Subserip- allot- | Allotments] of sub-
tion tions ment seriptions
allotted
1. Individuals, partnerships, and
personil trust accounts...._...__ 7,653 $21 | $1€0,702.5 $10 | $76,283.5 47
2, Mutual savings banks__ - 191 485 92, 592.0 341 65,124. 0 70
3. Insur nce companies - 388 561 217,858. 5 395 153,316, 5 70
4, Dealers and brokers.._____________ 369 828 | 305,680.5 131 48,187.5 16
6. Pension and retirement funds of
State and local governments. . 139 1,082 150, 421. 0 760 105, 671. 6 70
6. Other pension and retirement
funds ... 433 171 73,978.5 123 53,043.6 72
7. State and local government funds
other than pension and retire-
211301 U 107 366 39,137.5 258 27,587.5 70
8. Commerecial banks._ - 1,328 350 | 464,947.1 128 | 169,735.5 37
9, Corporations other ks
and insurance companies. - 598 240 | 143,479.0 87 51,755.5 36
10. Allothers. .______________________ 919 163 150, 216. 5 91 83,410.5 56
11, Government investment and sys-
tem accounts. .. _emeooao 5 10, 000 50, 000.0 10, 000 50, 000. 0 100
Total el 12,130 152 |1,849,013.1 73| 884,115.5 43

NoTE.—A 70-percent allotment to savings-type investors, a 35-percent all otrent to corrmercial benk
for their own account, and a 15-percent allotment to all other subscribers were made. Subscriptions up to
$25,000 were allotted in full where accompanied by 100-percent payment at the time subscriptions were
entered. All other subscriptions for $5,00¢ were allotted in full and subscriptions in excess of $5,000 were
allotted not less than $5,000.

4 percent bonds of 1969 (additional issue)

[Dollar amounts in thousands. Bonds of 1969, dated Oct. 1, 1957, with interest from Apr. 1, 1959, due Oct. 1,
1969, issued for cash]

Average Average Percent
Class Number | subscrip- | Subscrip- allot- Allotments| of sub-
tion tions ment scriptions
allotted
1. Individuals, partnerships, and
personal trust accounts______.___ 3,035 $24 | $72,817.5 $9 1 $26,344.5 36
2. Mutual savingsbanks. ___________ 79 478 37,735.0 311 24, 591. 5 65
3. Insurance companies. 61 872 53,216.0 569 34,696.0 65
4. Dealers and brokers.__________._.__ 241 755 | 182,056. 0 152 36, 501. 0 20
5. Pension and retirement funds of
State and local governments. - __ 25 731 18,285.0 477 11,9310 66
6. Other pension and retirement
95 247 23,483.0 163 15,455.0 66
7. State and local government funds
other than pension and retire-
ment ..o 31 217 6,729.5 141 4,362.5 65
8. Commercial banks________________ 1,313 713 | 935, 590.0 255 | 334,871.5 36
9. Corporations other than banks
and insurance companies_.._____ 196 276 54,082. 5 133 26, 130. 5 48
10. Allothers_ ... . ... 366 323 | 118,147.0 149 54,480. 5 46
11. Government investment and sys-
tem accounts.. ... 1 50, 000 50, 000. 0 50, 000 50, 000.0 100
Total. ool 5,43 285 |1, 552,141. 5 114 | 619,454.0 40

Note.—A 65-pereent allotment to savings-type investors, a 35-percent allotment to commercial banks for
their own account, and a 20-percent allotment to all other subscribers were made. Subscriptions for
$25,000 or less from savings-type investors and commercial banks and for $10,000 or less from all others were
allotted in full. Subscriptions for more than these minimum were allotted not less than the minimums.
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EMPLOYMENT, GROWTH, AND PRICE LEVELS 1109

4 percent notes of serics B-1963
[Dolar amounts in thousands. Notes of series B-1963, dated Apr. 1, 1959, due May 15, 1963, issued for cash]

Average Average Percent
Class Number | subscrip-| Subscrip- allot- {Allotments| of sub-
tion tions ment scriptions
allotted
1, Individuals, partnerships, and
personal trust accounts. - 3,978 $20 | $80,082.0 $15 $60, 910 76
2. Mutual savings banks..__ 128 409 52, 363.0 218 27, 888 53
3. Insurance companies._._ 88 350 30,834.0 188 16, 574 54
4, Dealersand brokers ..________...__ 121 1,288 155,801.0 650 78, 601 50
5. Pension and retirement funds of
State and local governments __ 13 120 1,565.0 78 1,015 65
6, Other pension and retirement
funds. ..ol 160 122 19, 486.0 71 11, 286 58
7. State and local government funds
other than pension and retire-
ment . el 38 220 8,372.0 124 4, 697 56
8. Commercial banks________________ 4,035 621 |2, 504, 322.3 330 | 1,330,591 53
9. Carporations other than banks
and insurance companies.. ... .._ 412 227 093,491.0 126 51,900 56
10. Allothers_ ... .. ___________ 578 184 | 106,122.0 103 59, 578 56
11, Government investment and sys-
tem accountsS. ..o ..o ... 1| 100,000 { 100,000.0 | 100,000 100, 000 100
117 D, 9, 552 330 |3, 152,438.3 182 | 1,743,040 55

Norte.—Subscriptions for $100,000 or less were allotted in full and subscriptions in excess of $100,000 were
allotted 50 percent but not less than $100,000.

314 percent notes of series B—1960
{Dollar amounts in thousands. Notes of series B-1960, dated Jan. 21, 1959, due May 15, 1960, issued for eash]

Average Average Percent
Class Number | subscrip-| Subscrip- allot- | Allotments| of sub-
tion tlons ment scriptions
allotted
1. Individuals, partnerships, and
personal trust accounts. _ 1,777 $30 | $69,599.0 $27 $47,848 69
2. Mutual savings banks__.. - 91 358 32,558.0 188 17,082 52
3. Insurance companies. .. . 81 939 76,030.0 455 36, 870 48
4, Dealers and brokers__________.__._ 96 664 63,748.0 322 30, 908 48
5. Pension and retirement funds of
State and local governments...__ 3 21 63.0 21 63 100
6. Other pension and retirement
funds. .ot 64 119 7,630.0 71 4,534 59
7. Btate and local government funds
other than pension and retire-
T 1 R, 46 499 22,953.0 250 11,482 50
8. Commercial banks.____..______.__ 5, 200. 883 [4,672,408.5 435 | 2,301,718 49
9, Corporations other than banks
and insurance eompanies.____.__ 530 672 | 356,111.0 331 175,478 49
10, Allothers. ..ol 444 500 | 222,100.0 251 111,292 50
11, Government investment and sys-
$OI BCCOUNES. o ev e ccmmemcmaeon|cmmmcmccccfacccccmcnc]cmcccac i mnafemmarmnmen |camcmec e feaamana——n
Total - 8,422 656 [5, 523, 200. 5 325 | 2,737,275 50

NorE.—Subscriptions for $100,000 or less were allotted in full and subscriptions in excess of $100,000 were
allotted 47 percent but not less than $100,000.
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4 percent notes of series D—1962

{Dollar amounts in thousands.

Notes of series D-1962, dated Feb. 15, 1959, due Feb. 15, 1962. Issued i
exchange for 2}% percent certificates of indebtedness of series A-1959, and 17§ percent notes of series A-1959}

Subscriptions | Average sub-
Class Number and allotments | scription and
allotment

1. Individuals, partnerships, and personal trust accounts.. 1,690 $44, 187 $26

2. Mutual savings banks, 75 22, 250 297

3. Insurance companies. 99 47,119 476

4. Dealers and brokers_ .o ool 56 26, 463 473
5. Pension and retirement funds of State and local govern-

TentS. el 8 2, 381 298

6. Other pension and retirement funds. 111 12, 860 116
7. State and local government{unds other than pension and

retirement. o iiciacoos 258 84, 803 329

8, Commercial banks 4,992 972, 091 185

9. Corporations other than banks and insurance compamesA 440 140, 226 319

10. All others 439 75, 424 172

11, Government in 2 7,232 3,616

0 7 U 8,170 1, 435, 036 176

4 percent certificates of indebtedness of series B—-1960
{Dollar amounts in thousands. Certificates of series B-1960, dated May 15, 1959, due May 15, 1960.

Issued in exchange for certificates of indebtedness of series B-1959]

Subscriptions | Average sub-
Class Number and allotments | serintion and
allotment

1. Individuals, partnerships, and personal trust accounts._ . 1,132 $32, 991 $29

2. Mutual savings banks 30 23, 450 782

3. Insuranice companies 35 14, 704 420

4. Dealers and brokers - 36 106, 437 2,957
5. Pension and retire:nent funds of State and local govern-

ments L. ... 2 105 52

6. Other pension and retire-uent funds__.__ 110 13, 642 124
7. State and local governinent funds other than pension

andretirevent . __________ R 167 97, 626 585

8. Commercial banks.__ 1,381 366, 865 266

9. Corporations other than ban 460 266,119 570

10. All others 288 268, 387 932

11. Government investment and Systemn accounts._._______ 3 79,135 26, 378

B - USRI 3, 644 1, 269, 461 348

434 percent notes of series A-1964

[Dollar amounts in thousands.

Notes of series A-1964, dated July 20, 1959, due May 15, 1964,

Issued in

exchange for 136 percent certificates of indebtedness of series C~ 1959, and 4 percent notes of series A~1961}

Subseriptions { Average sub-
Class Number and allotments | scription and
allotment

1. Inqdividuals, partnerships, and personal trust accounts. . 912 $32,004 $35

2. Mutual savings banks 79 48, 463 613

3. Insurance companies_ .. 66 25, 477 386

4. Dealers and brokers.________ 93 189, 814 2,041
5. Pension and retirement funds of State and local govern-

ments 5 31, 530 6, 306

6. Other pension and retirement funds 64 10, 347 162
7. State and local government funds other than pension

andretire v.ent ... _______ . __________._._______ 122 67, 868 556

8. Commercial banks 2,798 802, 513 287

9. Corporations other than banks and insurance compames 233 179, 585 754

10. All others 220 134,214 610

11. Government investment accounts . _____________.___.__ 2 14, 746 7,373

Total (except for system account) 4, 504 1, 536, 561 334

System account 2,642,733 | oo

Grand total oo oo 4,179,294 | oeemaee-
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EMPLOYMENT, GROWTH, AND PRICE LEVELS 1111

334 percent certificates of indebtedness of series A-1960

[Dollar amounts in thousands. Certificates of series A-1960, dated Feb. 15, 1959, due Feb. 15, 1960, Issued
in exchange for 214 percent certificates of indebtedness of series A-1959, and 17é percent notes of series

A-1959]
Subscriptions | Average sub-
Class Number and allotments | scription and
allotment
1. Individuals, partnerships, and personal trust accounts. _ 3,632 $150, 224 $41
2. Mutual savings banks____ 91 43,028 473
3. Insurance companies. 156 157,614 1,010
4, Dealers and brokers_. 172 206, 914 1,203
5. Pension and retirement funds of State an
ments_ ... 4 2,230 558
6. Other pension and retirement funds. 179 40, 937 229
7. State and local government funds other than pension
and retirement 483 515, 284 1,087
8. Commercial banks 4, 583 2,417,695 528
9. Corporations other than banks and insurance compames. 1, 640 1,617, 829 986
10. ANl others. oo 816 703,129 862
11, Government investment accounts__._ ... ________......_ 1 749 749
Total (except for system account) 5, 855, 633 498
System account . ool o 5,506,993 | oeo oo
Grand total. oo 11,362,626 §_._ .. __.___._

434 percent notes of series C-1960

[Dollar amounts in thousands. Notes of series C~1960, dated Aug. 1, 1959, due Aug. 15, 1960. Issued in
exchange for 138 percent certificates of indebtedness ofserles C-1959, and 4 perccnt notes of series A-1961]

Subsecriptions | Average sub-
Class Number |and allotments | scription and
allotment

1. Individuals, partnevshlps and personal {rust accounts._._. 2,792 $108, 885 $39

2. Mutual savings banks_ ... . ____ 67 38, 028 568

3. Imsurance companies - 107 74, 902 700

4. Dealers and brokers 161 278,202 1,728
5. Pension and retirement funds of State and local govern-

6 8, 401 1,415

6. Other pension and retirement funds 132 18, 027 137
7. State and local government funds other than pension and

retirement ____ . 431 491, 395 1, 140

8. Comumerci:l banks 4,398 1,374,877 313

9. Corporations other than banks an 1,154 1,208, 623 1,125

10. Allothers. L el 722 364, 252

11, Government investment accounts. ... ... _.._.__ 3 4,831 1,611

Total (except for systemaccount) .. ... __.__..__ 9,973 4,060, 516 407

SYSLeIN ACCOUNY o m e e e e me e m e | e e 8,500,000 §.._ ...

Grand total . e 9,560,516 | . __.__._
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Table 3.~ Estimated Qwnership of Federal Securities

(Par values 1/ in billions of dollars)

Total Held by banks Held by private nonbank investors
ota,
u. s.
Federal Commer - Individuals -
zﬁ;t securities cial Foderal | GOvernment Y Insurance| Mutusl |, oo T’“’; end Tisc'ﬂ
outetand- | TO¥l {yani, Reserve mvest.\:enzf Total savings compenies| savings| fioo Te) Z:arn 1::::‘:?“‘
e - -]
ing 2/ 3/ Banka accounts Total | yoiag Other banks :mts ARy,
1939-December. ... . k7.6 8.4 15.9 2.5 6.5 2.7 10.1 1.9 8.2 6.3 3.1 2.2 b 7
1940-June......... LB.5 18.6 16.1 2.5 1.1 22.8 10.1 2,6 7.5 i 6.5 3.1 2.1 L T
December..... 50.9 19.5 17.3 2.2 7.6 23.9 10.6 2.8 7.8 ! 6.9 3.2 2.0 .5 N
19 1-June. . .v.uy.. 55.3 21.8 19.7 | 2.2 8.5 25.0 | 1l1.2 3.6 7.6 | 7.1 3.k 2.0 6 i
December..... 6l.3 23.7 21.h 2.3 3.5 31.0 13.6 5.4 g2 8.2 3.7 4.0 .7 .9
1942 -June. . v.eunn. 77.0 28.7 26.0 2.6 10.6 37.7 17.8 9.1 8.7 ‘ 9.2 3.9 b.9 .9 1.1
December..... 112.5 L7.3 L1l 6.2 12.2 53.0 | 23.7 13.4 10.3 | 113 4.5 10.1 1.0 2.3
1943-June...u.nn.s 140.8 59.4 5.2 7.2 14,3 67.0 30.9 19.2 11.7 © 13.1 5.3 12.9 1.5 3.0
December..... 170.1 71.5 59.9 11.5 16.9 I 81.7 37.6 24,7 2.9 15.1 6.1 16.4 2.1 4k
194k -Jme.....u0.. 202.6 83.3, 1 68.4 .9 19.1 i 100.2 u6,1 31.2 1.9 17.3 7.3 20.2 3.2 6.1
December..... 232.1 9.5 7.7 18.8 21.7 1140 53.3 36.2 17.1 19.6 8.3 214 4.3 7.0
I
1945-June .o .unnen. 259.1 106.0 8u .2 21.8 24,9 128.2 | 59.1 40,7 18.5 22.7 9.6 23,3 5.3 8.3
December..... 278.7 115.0 90.8 2L .3 27.0 136.6 1+ 6h.1 u2.9 21.2 24,0 10.7 222 6.5 9.1
1946-February 9/.. 279.8 116.7 93.8 22.9 28.0 135.1 | 6h.1 43.3 20.8 2h 4 11.1 19.9 6.7 8.9
JUne . ..heen.s 269.9 108.2 8l .k 23.8 29.1 132.6 | 63.3 43,5 19.9 24.9 11.5 17.8 6.5 8.6
December..... 259.5 97.9 | .5 23.3 30.9 130.7 | 6.2 L2 20.1 k.9 11.8 15.3 6.3 8.1
194 T7-June . .uvun.n . 258 .4 91.9 70.0 21.9 32.8 133.7 66,6 45,5 21.1 2.5 12.1 13.7 7.1 3.6
December..... 257.0 91.3 68.7 22.6 3.0 131.3 | 65.7 L6.2 19.4 23.9 12.0 1,1 7.3 8.4
1948-June...vu.es 252 .4 85.9 6l .6 21.4 35.8 130.7 | 65.8 L7.1 18.6 22.8 12.0 13.6 7.8 8.7
December..... 25%2.9 85.8 62.% 23.3 37.3 129.7 65.9 u7.8 17.6 21.2 11.5 1.8 7.9 8.9
1949-June . ..vunnn. 2%2 .8 82 .4 63.0 19.3 38.3 132.2 66 .6 48.8 17.8 20.5 11.6 15.8 8.0 9.6
December..... 257.2 85.7 | 66.8 18.9 39.4 132.1 | 66.3 L9.3 17.0 20.1 11.h4 16.8 8.1 9.4
1950-June . o vvennss 257.4 83.9 65.6 18.3 37.8 135.6 67.k 49.9 17.6 19.8 11.6 18.4 8.7 9.7
December..... 256.7 8.6 61.8 20.8 39.2 134.9 66.3 L49.6 16.7 18.7 10.9 19.7 8.8 10.5
1951-JUne . vuvrnenn 255.3 81.4 58.4 23.0 41.0 132.9 65 .k 49,1 16.3 17.1 10.2 20.1 9.4 10.7
December. .. .. 259.5 85.4 51.6 23.8 u2.3 131.8 64 .6 Lg.1 15.5 16.5 9.8 20.7 9.5 10.6
1952-JUn€ . viusnnen 259.2 8L.0 61.1 22.9 uh .3 130.8 6.8 49,0 15.7 15.7 9.6 18.8 10.4 11.6
December..... 2674 88.1 63.4 | 2b.7 45,9 133.4 65.1 Lg.2 16.0 16.1 3.5 19.9 1.1 11.7
1953-June .. ..eeu.n 266,1 83.6 58.8 j 247 L7.6 135.0 66.1 bg.3 16.9 16.0 9.5 18.6 12.0 2.8
December..... 275.2 89.6 63.7 | 25.9 48.3 137.3 6k .9 Lg.h 15.5 15.8 9.2 21.5 12.7 13.2
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195k -June.ee.venss 271.3 88.7 63.6 25.0 49.3 133.3 6.8 49.5 15.3 15.3 9.1 16.6 13.9 13.7
December..... 278.8 9k .1 69.2 2k.9 49.6 135.1 63.6 50.0 13.7 15.0 8.8 19.2 pUIRYS 13.9
1955-JuN®.vsnrnnns 274 .4 87.1 63.5 23.6 50.5 136.7 65.56 50.2 15.b 4.8 8.7 18.5 .7 1k
December..... | 280.8 8.8 | 2.0 2L.8 51.7 W2.3 | 65.8 50.2 15.6 1.3 8.5 23.0 15.1 15.6
1956-JUn€ . eenernns 272 .8 80.8 57.1 23.8 53.5 138.5 67.7 50.3 17.4 13.3 8.4 17.1 15.7 16.3
December..... 276.7 84 .2 59.3 2Lh.g 54,0 138.5 67.3 50.1 17.2 12.8 8.0 18.2 16. 16.1
1957-March........ | 275.1 8.3 | 58.1 23.1 542 139.7 | 68.4 49.6 18.8 12.6 8.1 17.7 16.6 16.4
June......... 270.6 78.9 55.8 23.0 55.6 136.2 67.8 k9.1 18.7 12.3 7.9 15.h 16.9 16.0
July.erennnnn 272.6 80.2 56.8 23.h 55.2 137.3 67.9 48.9 19.0 12.3 7.9 16.0 16.9 16.2
August....... 274 .0 80.1 56.6 23.5 55.8 138.0 68.4 48.8 19.6 2.2 7.9 16.5 17.1 15.9
September.... 274.5 81.6 58.3 23.3 55.4 137 .4 68.5 8.6 19.9 12.2 7.9 15.7 17.2 15.9
October...... o7 .2 81.4 58.1 23.3 55.4 137.3 67.8 u8.L 19.4 1.2 7.8 15.9 17.2 16.3
November..... 274 .9 81.9 58.2 23.7 55.3 137.6 67.6 48.3 19.3 12,1 7.6 16.5 17.3 16.5
December..... 275.0 83.3 59.1 2h,2 55.2 136.k 66.8 48,2 18.6 12.0 7.6 6.5 17.0 16.5
1958-January...... | 274.7 8.0 | 58,6 23.3 55.1 137.6 | 67.1 48.2 18.9 2.0 7.6 17.3 17.3 16.2
274.8 8.7 59.4 23.2 55 .4 136.7 66.8 18.2 18.6 11.9 7.6 17.2 17.3 15.9

272.7 83.0 5.4 23.6 55.4 134.3 66.9 L8.1 18.7 11.8 7.6 15.4 17.3 15.4

275.2 8.9 | 63.2 23.7 55.2 133.1 | 66.4 8.1 18.3 11.8 1.6 1.6 17.1 15.7

275.7 87.7 63.6 2L.2 55.8 132.3 66.1 48.1 18.1 11.7 7.5 .7 17.0 15.4

276.4 90.3 | 64.9 25.4 55.9 130.2 65.7 48.0 17.7 1.7 T 13.3 16.9 15.2

275.6 89.k 1} 65.0 24.5 55.6 130.5 65.3 47.9 17.4 1.8 Tk 1.9 17.0 15.0

278.6 91.8 | 66.4 25.3 5.0 130.8 | €5.0 47.9 17.0 11.9 7.5 1.6 17.0 pU]

September....| 276.8 90k | 65.5 25.0 55.6 130.7 | 4.8 | w79 | 26.9 1.9 7.8 1.3 17.0 15.3
October...... 280.3 9.1 66.7 25.4 55.1 133.1 64.9 47.8 17.1 2.1 7. 15.9 17.2 15.8
;:vem::r..... 233 .2 93.9 | 67.7 26.2 54.8 13k.5 | 64.9 47.8 17.1 2.1 7.3 16.9 17.2 12.0
cember p... | 283.0 93.6 | 67.2 26.3 5.k 135.1 | 65.1 L7.7 17.4 2.1 7.3 16.9 17.3 16.5

Source: Office of the Secretary, Debt Analysis Staff. institutions and corporate pension trust funds are included under

1/ United States savings bonds, Series A-F and J, are included at "Miscellaneous investors."
current redemption value. 6/ Exclusive of banks and insurance companies.

2_/ Securities issued or guaranteed by the U. S. Government, excluding 1/ Consista of trust, sinking, and investment funds of State and local
guaranteed securities held by the Treasury. For amounts subject to governments and their agencies, and Territories and 1sland possessions.
statutory debt limitation, see page 1. y Includes savings and loan associations, nonprofit institutions, corporate

3_/ Conpists of commercial banks, trust companies, and stock savings pension trust funds, dealers and brokers, and investments of foreign
banks in the United States and in Territories and island posses- balances and international accounts in this country. Beginning
pions. Figures exclude securities held in trust departments. December 191¢6, includes investments by the Internatiocnal Bank for Re-

y Holdings by Federal land banks are included under "Miscellaneous caonstruction and Development and the International Monetary Fund in
investors" instead of "U. S. Government investment accounts” after special noninterest-bearing notes issued by the U. S. Government.
June 26, 1947, when the proprietary interest of the United States Q/ Immediate postwar debt peak.
in these banks ended. p Preliminary.

B

Includes partnerships and perscnal trust accounts. Nonprofit
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The Treasury Survey of Ownership covers securities
lssued by the United States Government and by Federal
agencies., The banks and insurance companies included in
the Survey account for approximately 95 percent of such
securities held by all banks and insurance companies in
the United States. Data were first published for
March 31, 1941, in the May 1941 "Treasury Bulletin'",

Distribution of ownership by types of banke and insur-
ance companies 18 published each month. Holdings by commer-
clal banks distributed according to Federal Reserve member-
bank classes and nonmember banks are published for June 30
and December 31. Holdings by corporate pension trust funds
are published quarterly and first appeared intheMarch 1954
Bulletin for quarters beginning December 31, 19ug,

Section 1.~ Securities Issued or Guaranteed by the United States Government
Table 1.- Summary of All Securities

(Par values - in millions of dollars)

Held by investors covered in Treasury Survey Memorand um:
Eeld by
t I & om;| 1
i;o:x];t 618 516 Asurénce companles U. S. Government gﬁdo:ier 10,239
Classification outatand - »481 N mutual o6 546 firve, investment investors|| corPorate
ing 1/ %Z::er;“ savings i s casualty, |accounts and " pension
s2/ Y banks 2/ 1fe and marins | Federal Reserve trust funds
Banks
Interest-bearing securities:
Public MATKEtADle..ouureesssnsrnocssosnesnns 175,695 58,925 6,073 4,712 4,25) 33,026 68,708 1,514
Public nonmarketable 6/ 60,412 1,014 7/ | 1,170 2,223 385 2,877 52,7kl 390
SPeci®) 1BBUEB.ecs.rerrsrrrtrseniosocnrsorns Ll 840 - - - - Lk 840 - -
Total interest-bearing securities........... 280,947 59,940 7,243 6,935 b ,636 80,743 121,452 1,904
Matured debt and debt bearing no interest 8/ 2,084
Tota)l securities issued or gueranteed by the
U. S. Government 9/....e.viunuenn feveeiraranes 283,031
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Table 2.- Summary of Interest-Bearing Public Marketable Securities

(Per values - in millions of dollars)

Held by investors covered in Treasury Survey Memorandum:
Total TTume Held by Eeld by
amount 516 Insurance oumpenies ;Jx;vf;t(;:;: nt all other 10,239
Clagsification outstand - 6,481 utual 546 fire, |a, ts and invesgtors corporate
cammercial 306 7 |sccounts u pension
ing 2/ 3/ savings life casualty, |Federal Reserve
banks banks 2/ and marine Xs trust funds
Type of security:
Issued by U. S. Government:
Treasury DIllB.e..veveesonaneensenns 29,748 5,194 139 456 270 2,363 21,326 291
Certificates of indebtednesa.... 36,364 6,686 115 53 178 19,196 10,137 T
Treasury noteS.c....ov-... . 26,072 12,285 538 61 670 1,213 8,3 119
Treasury bonds......... . 83,352 34,743 5,268 4,124 3,129 7,195 28,894 1,030
Panama Canal bonds........ . 50 11 - - 2 - 38 *
Guaranteed by U. S. Government 9/... 108 7 13 19 1 59 10 2
Total..aene.nn. s eeearearaes 175,695 58,925 6,073 k,T12 4,251 33,026 68,708 1,514
Call classes:
Due or first becoming callable:
WIthIN 1 YEOr.u.euuoenarsosnennascunnens 81,339 18,254 5L0 612 1,040 22,950 37,943 u55
1 to 5 years.... ceee 50,013 28,550 1,645 537 1,727 5,036 12,516 333
5 to 10 yeara.... . e 35,717 11,410 3,149 2,761 1,188 4,210 12,998 305
10 to 15 years.. N 657 122 51 23 28 104 329 18
15 to 20 years.. . 2,257 130 193 105 68 24k 1,517 110
20 YEArs And OVer..ee.eessosscerocsnsenn 5,603 451 182 654 199 422 3,395 291
Various {Federal Housing Administration
deBENLUres) s vesrevaseonrnsonorsarsans 108 7 3 19 1 59 10 2
TOLAL.uaateseencarasoronsnsssnesrosocens 175,695 58,95 6,073 4,712 L,251 33,026 68,708 1,514
Tax status: 10/
Wholly exempt from Federal income taxes..... 50 11 - - 2 - 38 »
Partially exempt from Federal income taxea.. 1,485 1,310 » - 32 * pIY -
SubJect to Federal income taxes 11/......... 174,159 57,605 6,072 4,712 4,216 33,026 68,528 1,51k
e 175,695 58,925 6,073 4,712 4,251 33,026 68,708 1,514

Footnotes at end of Table 4.
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Section I.- Securities Issued or Guaranteed by the United States Government
Table 3.- Interest-Bearing Public Marketable Securities by Issues

(Par valuees - in millions of dollars)

Held by investors covered in Treasury Survey Memorandum:
Issue Total Insurance companies U. S. Government | Held by gslgagy
amount 6,481 516 inveatment all other cox"porute
(Tax status 10/ is shown in parentheses) outstand - commercial |mutual 306 546 fire, | accounts and investors nsion
ing banks 2/ 3/| 98vings 1ife casualty, | Federal Reserve |/ pe ©
banks 2/ and marine| Benks trust funds
Treasury bills:
RESULAT WEEKLY..onenrerecunnvennran (taxable) 24,016 3,466 95 319 222 2,331 17,523 257
Tax antic1PBLion..ess neereraoeanns (taxable) 2,997 1,051 17 10 19 b 1,897 16
[ T < {texable) 2,735 678 27 67 29 28 1,906 18
Total Treasuwry bille.s..ocoo.anss e 29,748 5,19k 139 L56 270 2,363 21,326 291
Certificates of indebtedness:
2-1/2% Pebruary 1959-A........... (taxable) 9,770 1,279 25 5 51 5,657 2,753 30
1-1/2 March 1959-D 212/.. .{taxable) 3,%7 1,889 1 b 8 2 1,653 1
1-1/b  May 1959-B.servanass (taxable) 1,817 420 7 * 18 112 1,260 2
1-5/8  August  1959-C........... (taxable) 13,500 2,375 27 7 L9 8,313 2,79 1
3-3/8 November 1959-E........u.. (taxable) 7,711 723 55 26 52 5,112 1,781 16
Total certificates of indebtedness.......... 36,364 6,686 115 53 178 19,196 10,137 n
Treasury notes:
1-75’51. Febtruary 1959-Accseessensn (taxable) 5,102 2,063 2L 6 157 48 2,804 26
3-1/2 November 1959-B .{taxable) 1,184 369 20 b 2L 106 660 15
3-1/2 May 1960-A .(taxadls) 2,406 1,058 L0 2 88 269 948 Wb
3-5/8 May 1961-B .(taxable) 4,078 582 15 L 22 2,926 529 8
i August  1961-A .(taxable) 2,609 1,091 90 2 56 229 1,140 16
3-5/8 Felruary 1962- .{taxable) 647 170 7 - 24 323 124 3
b August 1962-B .{taxable) 2,000 1,252 119 3 50 a8 Lhg 17
3-3/4 November 1962<C..... eeaes (taxable) 1,143 699 33 1 66 95 229 3
2-5/8 Pebruary 1963-A...e...en.n (taxable) 3,971 3,191 83 10 18 126 514 9
1-1/2  April 1959-BAessueensss (taxable) 119 31 * - 2 3 81 1
1-1/2  October 1959-H. ...(taxable) 99 38 2 - 6 * 54 *
1-1/2  April 1960-EA. .(taxable) 198 95 * » 12 - 91 *
1-1/2 October 1960-ED...... +e.o{ taxable) 278 149 1 * 13 - 114 *
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1-1/2  April 1961-EAueenrnennn (taxable) 1YY 102 1 * 9 - 32 1
1-1/2  October  1961-E0 .(taxable) 332 203 * 2 21 - 106 *
1-1/2  April 1962EA.cusunenss (taxable) 551 344 18 3 41 - 145 b
1-1/2  October 1962-E0.......... (taxable) 590 L27 21 7 6 - 129 2
1-1/2  April 1963 -EA. . .(taxadble) 533 335 L2 15 18 - 123 1
1-1/2  October 1963-RB0.e.e..eu.. (taxable) 87 L6 1 - 7 - 3k *
Tota]l TICABUrY NOLEB.c.eosrvrovecvranrreenss 26,072 12,285 538 61 670 4,213 8,304 119
Treaswry bonds:
2-1/4% June 19596241 v0euanen (taxable) 5,267 2,538 162 31 261 495 1,781 37
2-1/4  December 1959-62.. ...{taxable) 3,456 1,336 78 62 141 738 1,100 16
2-1/8 November 1960.... ...(taxable) 3,806 2,663 16 * 87 25 1,015 26
2-3/4  December 1960-65........ (partially) 1,485 1,310 * * 32 * %2 -
2-3/4  September 136l....vev.ereen. (taxable) 2,239 1,315 97 5 139 ub 639 28
2-1/2 November 196l.......... ...{taxable) 11,177 7,469 236 3k 390 164 2,885 78
2-1/2  Jwpe 1962-6Tcvvneersns {taxable) 2,112 T6L 212 155 127 268 585 26
2-1/2  August 1963 4. cvunnnn- ..(taxable) 6,755 4,579 148 22 272 5k 1,679 L2
2-1/2 December 1963-68.......... (taxable) 2,820 654 Lk 271 198 425 89 56
3 February 196b............. {taxable) 3,854 2,786 Th 2 63 58 873 20
2-1/2  June 196469 0veninns (taxable) 3,745 719 859 361 185 451 1,109 48
2-1/2 December 1964-69.......... (taxable) 3,819 766 632 493 154 52l 1,250 L7
2-5/8  February 1365...ccevecsves (taxable) 6,896 4,014 b 27 242 528 1,941 41
2-1/2 March 1965-T0ueunvaasns (taxable) 4,700 487 617 821 1k 1,230 1,k01 16}
2-1/2 March (taxable) 2,948 198 30k 775 90 700 881 32
3 August (taxable) 1,484 905 84 2 36 106 350 12
2-1/2  Jupe- (taxable) 1,840 108 159 8 41 150 1,299 16
2-1/2  September (taxable) 2,76 1,220 158 16 117 237 969 13
2-1/2  December (taxable) 3,715 8. 08 182 116 226 2,95 36
L October 969 viainrinennn {taxable) 657 12 51 23 28 104 329 18
3-7/8 November taxable ) 654 78 18 22 31 100 305 Ly
3-1/4  June (texable) 1,604 53 Th 83 37 i1ty 1,212 65
3-1/k  May 1985, .0uenn «+.{taxable) 1,135 198 83 178 3k 119 523 20
3-1/2 Pebruary 1990.........e:0. (taxable) 1,727 17 162 234 96 126 935 113
3 Febtruary 1995.c....vvu0es .(taxable) 2,741 9 237 21 69 178 1,937 157
Total TreBsury bONdBeeereeseersoscrsrsnansss 83,352 34,743 5,268 4,124 3,129 7,195 28,894 1,030

Footnotes at end of Table k.
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Section I.- Securities Issued or Guaranteed by the United States Government
Table 3.- Interest-Bearing Public Marketable Securities by Issues - {(Continued)

(Par values - in millions of dollaras)

Held by investors covered in Treasury Survey Memorandum:
Issue Total Insurance companies U. S. Government | go)g py 1;;1;3;:1
amount 6,481 516 N ¥5k6 Five investment, all other cox"porube
(Tax statue 10/ 1s shown in parentheaes) outstand- commerctal | Butud 306 caguelty accounte and inveetors || penaion
ing banks 2/ 3/| Savings liZe 8uslly, | pegeral Reserve | trust funds
venke 2/ end marine | panyge
Paname Canal bondB...eeseeeecvonennnss ..(¥bolly) 50 1 - - 2 - 38 *
|
Guaranteed gecurities: 9] i
Federal Housing Administration deben-
BULEB s s errenreaannnenes ... (taxable 13/) 108 7 13 19 1 59 10 2
Total public marketable securities........eeo... 175,695 | 58,95 6,073 | 1,72 b,251 33,026 68,708 1,514
Footnotes at end of Table L,
Table 4.- Interest-Bearing Public Nonmarketable Securities by Issues
(Par veluea - in millions of dollars)
Held by investors covered in Treasury Survey Memorandum:
Held by
Tsaus ol 6 481 516 Insurance conpenies |y, 5, Government | Beld by |l 10,239
outstand- | comercial | mutval 306 546 fire, | investment 811 other|| corporate
(Tax status 1_0_/ 48 shown in parentheses) ing banks ?_/ 3/ savings 1ife casualty, accounts and investors|i pension
vanks 2/ end merine| Pederal Reserve | L/ trust funds
Banks
United States savings bonds:
series E 2/ . 38,206 - * * . 2 38,205 69
series F 6/..c.uiu... 1,025 178 1 7 L2 * 7% bl

Digitized for FRASER
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Series Govsevennnns e veeesse...(taxadble) 4,963 355 188 85 142 9 4,185 107
Series H.. . .(taxadble) 4,383 - * »* * * 4,382 2
series J 6/.... . ..(taxable) 717 * - 2 8 2 705 13
Series Kovevrvrnrinnnnns P oo (taxable) 1,898 2 31 8 26 5 1,826 38
Total United States saAvings bonds........... 51,192 535 220 102 218 18 50,099 272
Other U. 5. aecurities:
Depositary bonds. ...ceeerensens, ...(taxable) 203 203 7/ * - - - - -
Treasury bdbonda:
Investment Series A............{taxable) 708 145 68 223 2l 100 148 12
Inveatment Series B............{taxable) 8,305 130 882 1,898 pUTH 2,759 2,k97 107
Total other U. S, secwrities......... 9,220 w79 7/ 950 2,121 167 2,859 2,64 119
Total public nonmarketable secwrities........... 60,412 1,0 7/| 1,170 2,223 385 2,817 52, Thb 390

1/

2/
Y

74
2/

Digitized for FRASER

Includea certain obligations not subject to statutory dedt limitation.
For amount subject to limjtation, see page 1.

Excludes trust departments.

Includes trust compenies and, beginning with figurea for July 1949,
also includes stock savinge banka. Previously, those banks were
reported as a peparate claseification.

Includes those banks and insurance companies not reporting in the
Treasury Survey.

Coneiste of corporate pension trust funde and profit asbaring plans
which involve retirements benefits. The data are compiled from
quArterly reports by trustees of funds Which accownt for approximately
90 percent of United States Government securitiea held by all corporate
pension trust funds. BSince the data are not available each month, the
regular monthly Survey includes holdings by these funde under "Eeld
by all other inveators."” The quarterly data are presented as supple-
mental information in a memorandum column accompanying the Survey

for each reporting date, beginning with December 31, 1953. The
corregponding information from earlier reports, beginning with
December 31, 1949, 1s summarized on page 30 of the March 1954
"Treaswry Bulletin."

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

6/ United States savings bonds, Series K, F, and J, are shown at
current redemption value. They wWere reported at matwrity value
by the banks and inswrance companjes included in the Treaswry
Survey but have been adjusted to current redemption value for
use in thie statement.

Includes $75 million depoaitary bonds held by commercial banks
not included in the Treasury Survey.

Holdings by reporting investors not available.

Excludes guaranteed securities held by the Treasury.

Federal securitice fall into three broad clasees with reapect to
the imposition of Federal income taxes on income derived from them.
"Wholly" tax-exempt securities are those with the income exempt
from both normal tex and surtax. "“Partially" tax-exempt securi-
ties ere those with the income exempt from the normal tax except
that in the case of partially tax-exempt Treasury bonda, interest
derived from $5,000 of principal amount owned by any one holder
ie also exempt from the surtax. "Taxable" securitiea are those
with the income subject to normal tex and surtax.

Remaining footnotes on following page.
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Section II - Interest-Bearing Securities Issued by Federal Agencies but
Not Guaranteed by the United States Government

(Par values - in millions of dollars)

448!
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Held by investors covered in Treasury Survey Memorandum:
Held by
Insurance companie
tone R | | e [mmeememin o o vy | 5
L1481 zutual 546 fire, e all other || corporate
(Tax statua 10/ 1s shown in parentheses) s 4 ) N relal savings 306 casualty, accounts and investors || pension
. ing W/ vanke 2/ I/| porie’s/ | 11fe and marine Pedez:l Reserve | |/ ;‘m funds
Banks for cooperatives:
1.70% Merch 1959 (Debentures)..{taxable) bl 21 2 - - - 49 -
2.85  April 1959 (Debentures)..(taxable) 82 27 4 * 1 - 51 1
3-1/2 June 1959 (Debentures)..(taxable) 98 23 [3 * 1 - 68 *
Totel banks for cooperatives securities..... 252 T1 11 g 2 - 167 1
Federal home loan banke: 15/
1-1/4¢ January 1959 (Notes)......(taxableg 80 20 1 1 * - 58 *
1.60 Pebruary 1959 (Notes)......(taxadble 116 35 2 4 1 - T 1
3-1/4 March 1959 (Notes) (taxable) 130 38 2 1 1 - 89 2
3-1/2 April 1959 (Notes)......(taxable) 106 2k 6 * * - 5 1
3-1/8 April 1963 (Bonds)......(taxable) 282 94 12 1 1 - 175 *
Total Federal home loan bank securities..... Tik 211 23 6 L - 470 b
Federal intermediate credit banks:
DObentUreB. o terersiariioniinnanas {taxable) 1,116 347 30 9 16 1 712 3

Digitized for FRASER
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Federal land benks: 16/
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4-5/84 February 1959 (Bondas)....(taxable) wo 40 5 * L - 90 2
2-1/4 May 1959 (Bonds)....(taxable) 71 31 L * 2 - 3k 1
3-1/2 May 1959  (Bondas)....{taxable) 120 37 8 » 3 . 7 1
1-3/4 October 1959 (Bonds)....(taxable) 164 el 5 - 2 - 84 1
2-1/4 February 1960 (Bonds)....(taxable) 124 68 2 » 2 - 52 1
2-1/2 June 1960 (Bonds)....(taxable) 106 51 7 * 3 - b5 2
3-3/8 April 1961 (Bonds)....(taxable) 83 35 6 1 2 - 40 1
4 Septemberi96l (Bonds)....(taxable) 120 L2 7 * 2 - 70 2
i May 1962 (Bonds)....(taxable) 125 20 5 1 1 - 98 5
2-3/4 May 1963 (Bonds)....(taxable) 122 (6] 6 1 1 - 41 2
3-1/4 May 1966 (Bonda)....(taxable) 108 %) 10 * L - S 3
4-1/8 Fetruary 1967-72 (Bonds)....(taxable) 2 3 5 6 1 - 58 12
Le1/2 October 1967-70 (Bonds)....(taxable) 5 b 10 1 b - 56 8
L-5/8 July 1969 (Bonds)....(taxable) 60 2 7 1 1 - 48 7
3-1/2 April 1970 (Bonds)....(taxable) 83 9 9 1 1 - 63 b
3-1/2 May 1971 (Bands)....(taxable) 60 1 6 3 2 - 49 11
3-7/8 Septemberl9gTe (Bonda)....(taxable) 109 * 5 5 3 - 95 22
Total Federal land bank securities.......... 1,743 529 108 21 37 - 1,048 8y

Federal National Mortgage Association:
3% February 1959 (Debenturesg.. taxable) 150 35 L 2 6 - 103 -
1.65 April 1959 {Debentures)..(taxable) 100 33 3 * 2 - 62 .
2 June 1959 (Debentures)..(taxable) 100 32 5 1 » - 61 *
3-7/8 August 1959 (Debentures)..(taxable) 100 29 3 » 2 - 67 .
3-5/8 August 1960 (Notes)....... (taxable) 97 460 50 2 17 2 267 b
3-1/2 February 1962 (Debentures)..(taxable) 200 65 24 1 6 - 105 7
3-1/4 March 1963 (Debentures)..(taxable) 150 58 15 * 4 - kel 3
4-1/8 November 1963 (Debentures)..(taxable) 100 21 10 1 5 -~ 62 2
4-3/8 June 1965 (Debentures)..(taxable) 100 31 17 1 L - u8 6
3-5/8 March 1968 (pebventures)..(taxable) 100 19 8 1 L - 68 3
Total Federal National Mortgage Association

securities....oees.s TN 1,897 78 139 10 50 2 914 28

Footnotes 1 through 10 on preceding pege. w Includes only publicly offered issues.

Q/ Includes Federal Housing Administration debentures; see ;2/ The proprietary interest of the United States in these banks
footnote 13/. ended in July 1951.

12/ Tax anticipetion series. 16/ The proprietary interest of the Uhited States in these banks
A small indeterminate amount of these debentures is partially ended in June 1947,

*

tax-exenpt .
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The tables which follow provide an analysis of the
security holdings of commercial banks reporting in the
Treasury survey of ownership of securities issued by the
United States Government and by Federal agencies. The
figures show the total holdings distributed according to
Federal Reserve member-bank classes and nonmember banks.

This analysls of commercial bank ownership was first
published in the May 194l 1ssue of the "Treasury Bulletin'
based on the survey data for December 31, 1943, It has
appeared at semiannual or quarterly intervals since that
time, and is now being published for the June 30 and
December 31 survey data.

Section I.- Interest-Bearing Securities Issued or Guaranteed by the United States Government
Table 1.- Summary of all Securities

(Par values - in millions of dollars)

Federal Reserve member banks
Beld by
671‘81 101 Central reserve city i(’)ﬁmber
commerc
Classification k,197 273
siiicatlo banis pomber 32 central | 18 " 3,892 banks
e 1k reserve country
L/ banka reserve New York Chicago city
clty City
Public securities:
MEIKELADLE . v s e vnoneornnensonrnsessnennsanens 58,925 51,555 10,190 7,594 2,596 20,780 20,585 7,370
Nonmarket&ble 2/..uveeeriensrrnreseronnsnsnns 1,004 3/ 702 21 15 6 114 567 237
Total Public 8ecUrities..snsesssasecrsencecss 59,940 52,257 10,211 7,609 2,602 20,89k 21,152 7,607

Footnotes at end of Section II.

Digitized for FRASER
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Table

2.- Summary of Public Marketable Securities

(Par values - in millions of dollars)

Eeld by Federal Reserve member banka
6,481 2,284
1
Clasaification commercial |y yg7 Central reserve city 273 3,802 nonmenber
zt/mks member 32 central 18 i reserve ctl)untry banks
banks reserve New York Chicago city
city City
Iype of security:
Issued by U. S. Government:
Treasuwry blllss.evenencevenns . . 5,194 4,275 913 679 233 1,312 2,050 919
Certificates of indebt ednees. . . 6,686 5,935 1,k70 1,107 363 2,382 2,083 750
Treapury notes....... . 12,285 10, 760 2,139 1,613 526 NN L,097 1,525
Treasury bonds...... .. . 34,743 30,575 5,667 4,193 1,b74 12,556 12,352 4,167
Penema Canal bonde........... . 11 3 1 - 2 * 7
Guaranteed by U. S, Government......ovnerane 7 7 * * - 4 2 *
TObAL.erennonneonnennnss e [PUN 58,925 51,555 10,190 7,594 2,596 20,780 20,585 7,370
Call classes:
Due or first becoming callable:
Within 1 year....uveeeersnss 18,254 15,849 3,722 2,847 8715 5,830 6,297 2,406
105 YEArSueerenrennenrns 28,550 25,092 L 639 3,381 1,259 10,771 9,682 3,458
5 t0 10 YEATS..eueereniasracns . 11,410 10,023 1,706 1,26k hh2 3,989 4,329 1,386
10 to 15 years..... [N 12 96 * * * 32 6k 26
15 to 20 years... 130 100 7 6 * 3L 59 31
20 yPAYS BNA OVETr..eveeseernrvruenennns . 451 388 117 97 20 120 151 62
Various (Federal Housing Administration
AEDENLUres) v uecunnnerersansnancsonaas T 7 * » - I 2 -
TOLBL.uvusnnreeennonnonnn 58,925 51,555 10,190 7,594 2,596 20,780 20,585 7,370
Tax status: &/
Wholly exempt from Federal income taxes..... 11 3 1 1 - 2 * 7
Partially exempt from Federal income taxes.. 1,310 1,210 Ly 12 299 kig 320 101
Subject to Federal income taxes 5/.......... 57,605 50,343 9,749 7,451 2,297 20,329 20,265 7,262
Totel........ [ e cerreeeeenee. | 58,925 51,555 10,190 7,594 2,596 20,780 20,585 7,370

Digitized for FRASER
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Footnotes at end of Section II.

org/

Federal Reserve Bank of St. Louis

STHART HOIMd ANV ‘HIMO0YD ‘INTIWXOTdWA

Ga11



Section I.- Interest-Bearing Securities Issued or Guaranteed by the United States Government
Table 3.~ Public Marketable Securities by Issues

(Par values - in millions of dollars)

Federal Reserve member banks

Y,
Issue gfigl 4 Central reserve city 2,284
4,197 2 normember
(Tax status 4/ is shown in perentheses) ;:xrcial mémber 32 central 18 N r;{zgr" 3 '893 banks
Y banks regerve New York Chicago city country
city City
Treasury bills:
Regular weekly...... .(taxable) 3,466 2,808 619 458 161 797 1,393 658
Tax anticipation.. .{ taxable) 1,051 92k 259 200 60 334 331 126
OtheT st i vrsiesneenernearsenennennonss {taxable) 678 Sh2 35 22 13 181 327 135
TotAl Tre8sury BIllS..veusceeerscacarncncnvans 5,19% 4,275 913 679 233 1,312 2,050 919
Certificates of indebtedness:
2-1/2% February 1959=A...ee.eenecs. (taxable) 1,279 1,118 210 159 51 470 438 161
1-1/2  March 1959-D 6/, .uinnnn. (taxable) 1,889 1, 728 635 9k 649 405 106
1-1/4  May 1959-B.tssncnsennsn (taxable) 420 353 28 11 16 168 157 67
1-5/8  August 1959-C. .(taxable) 2,375 2,077 422 237 185 883 773 297
3-3/8 November 1959-E....c.ovene.. (taxable) 723 605 83 66 16 212 310 118
Total certificates of indebtedness............ 6,686 5,935 1,470 1,107 363 2,382 2,083 750
Treagury notea:
1-75&; February 2,063 1,851 465 385 80 768 618 212
3-1/2  November 369 302 50 26 23 70 182 66
3-1/2 May 1,058 888 82 50 32 u10 396 170
3-5/8 May 582 L72 92 36 56 139 241 11
Ly August 1,091 81 57 24 356 k52 202
3-5/8  February 170 W2 6 1 5 57 i 28
i August 1,292 1,108 L8 108 Lo 547 413 183
3=3/L  November 1962-C......eeve.0. {texable) 699 592 88 61 27 290 214 107
2-5/8  February 1963=A............. (taxadle) 3,191 2,953 833 627 207 1,258 862 238
1-1/2  April 1959-EA (taxable) 31 21 1 * * b 16 10
1-1/2 October  1959-E0 (taxable) 38 29 7 * 7 5 16 9
1-1/2  April 1960-EA..ouvunan (taxable) 95 8o 15 15 * 30 35 15

Digitized for FRASER
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1-1/2  October  1960-B0............(taxable)
1-1/2  April 1961-BA,uev.a......(taxable)
1-1/2  October 1961-B0............(taxadle)
1-1/2  April 1962-EA. ...(taxadle)
1-1/2 October 1962-E0. ..(taxable)
1-1/2  April 1963-EA.ceneninnn. .(taxable)
1-1/2 October 1963-BO...cieevasan (taxable)
Totael Treasury notes......... vevsenenen
&easu.ry bonds:
2-1/4% June 195962 vuenresene (texable)
2-1/4  December 1959-62............{taxable)
2-1/8 November 1960.......svvesss .(taxable)
2-3/4  December 1960-65.......... (partially)
2-3/4  September 196 (taxable)
2-1/2 November 1961.......eesvesss (taxable)
2-1/2  June 1962767 0 0eeses...(taxable)
2-1/2  August 1963..... ereares (taxable)
2-1/2  December 1963-58..... veereo.(taxable)
3  Februvary 196h4........ [N (taxable)
2-1/2 {taxable)
2-1/2  December 1964-69..... P (taxable)
2-5/8 feireeaens R (taxable)
2-1/2  March ....(taxadble)
z-1/2  March 1966-T1. ...«.(taxable)
3 August 1966, e csraaanerans (taxable)
2-1/2  June 196772 s vavens-s. vaxable)
2-1/2  September 1967-72..... reeane (taxable)
2-1/2 December 1967-T2...easeeesss (taxable)
i October 1969.....00avsuaunn (taxabdle)
3-7/8  November 19TH......c.ccne...({taxable)
3-1/%  June 1978-83. . 00inennn- .{taxable)
3-1/4  May 2985 i ierirnenians { taxadble)
2-1/2  Pebruary 1930..... PN ...(taxable)
3 Fobruary 1995.....e.:44.4...(taxadle)
Total Treasury bondas..... Ceretacrens iAo

149 118 24 13 12 34 60 31
102 68 13 13 * 27 28 34
203 178 25 24 1 82 70 25
3h4 32k 35 34 1 143 16 19
L27 392 60 56 5 188 sk 35
335 311 95 90 5 111 104 24
46 k2 18 18 * 5 19 L
12,285 10,760 2,139 1,613 526 L, 524 L,097 1,525
2,538 2,249 465 415 50 904 880 289
1,336 1,187 351 233 118 385 451 149
2,663 2,354 329 257 ke 1,141 885 309
1,310 1,210 Lk 12 299 Lhg 320 101
1,315 1,146 128 65 63 184 535 169
7,469 6,614 1,375 1,129 246 2,795 2,Lkk 855
764 642 63 46 17 306 27 123
4,579 4,003 631 488 143 1,661 1,711 576
654 563 55 51 b 257 252 91
2,786 2,k26 369 256 113 1,012 1,045 360
79 6T3 148 L5 3 231 204 206
766 692 195 184 11 264 233 Th
4,014 3,577 75 Lk3 272 1,563 1,299 137
487 426 85 8y - 12 211 61
198 168 5 5 * 8 82 29
305 €11 130 99 31 333 348 9k
108 86 * * * 15 70 23
1,220 1,058 55 L 11 340 663 161
148 107 3 3 1 21 83 b1
122 96 * * * 32 6l 26
78 53 6 6 * 19 28 25
53 L7 * * * 15 32 6
198 170 b1 30 11 61 68 28
17h 157 T2 64 8 33 51 18
5 62 b 2 2 26 32 17
34,743 30,575 5,661 5,193 1 1k 12,55 2,35 | 4,167

Footnotes &t end of Section 1I.
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Section I.- Interest-Bearing Securities Issued or Guaranteed by the United States Government
Table 3.- Public Marketable Securities by Ilssues - (Continuedi

(Par values - in millions of dollaras)

Feders.. Reserve member banks
Held b,
Tasue 6 k81 v Central reserve clity 2,284
’ 1 nonmember
commercial 4,197 1 273
(Tax status 4/ ie shown in parentheses) banke mémber 32 central | 16 1L reserve zéigiry banke
1/ banks regerve New York Chicago city
clty City
+
!
Panama Canal bondB.....seeeeeoversrenns . (wholly) 11 3 { 1 1 ' - 2 * 7
Guaranteed securities:
Federal Housing Administration deben -
AT Y- TN e eiaiiaes (taxadble 7/) 7 7 * * - L 2 -
Total public marketable 86CUritieB...uvsevsesssn. 58,925 51,555 10,190 7,594 2,5% 20,780 20,585 7,370

Footnotes at end of Section II.
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Table 4.- Public Nonmarketable Securities by Issues

(Par values - in millione of dollars)

Held by

Federal Reserve member banks

Issue 6,481 Central reserve city iéﬁmber
commercial 4,197 273 3,892 banks
(Tax statue 4/ 1s shown in parentheses) banks member 32 central | 18 e reserve country
1/ banks reserve New York Chicago city
city City
United States savings bonds:
178 111 1 - 1 € 102 67
355 268 1 1 1 29 238 87
. * - - - - - - *
Serdes Keeovvonnnn e rererecieaeeireeay { taxadble) 2 1 - - - * 1 1
Total United States savings bonds...... N 535 380 2 1 2 37 3k1 155
Other U. S. securities:
DepPOBILArY DONAB. . eoverrsr-vense.s..{taxable) 203 3/ 110 11 11 - 2L 75 18
Treagury bonds:
Investment Series A.. ....{taxadle) Wn5 113 7 3 L 37 68 33
Investment Series B....veuvvue.. (taxable) 130 99 1 - 1 16 83 31
Total other U. S. securities.......... Cesenean L9 3/ 322 19 15 5 17 226 82
Total public nonmarkethble B6CUTiti6H..ec.evesen.s 1,014 3/ 702 21 15 6 11k 567 237

Footnotes at end of Section IIX.
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Section II.- Interest-Bearing Securities Issued by Federal Agencies but
Not Guaranteed by the United States Government

(Par values - in millions of dollars)

Federal Reserve member banke

Digitized for FRASER
http://fraser.stlouisfed

Federal Reserve Bank of St. Louis

Beld by
Tesve 6,481 2,284
camercial b,197 Central reserve city 273 3,892 nonmember
» ) benke
(Tex status U 18 shown in parentheses) ybanks xlr:g;?:er 32 centraJ 18 " z‘::;rve cowntry
e reserve New York Chicego
clty City
Banks for cooperatives:
1.70% March 1959 (Debentures)..{taxable) 21 18 * * * 10 7 [
2.85 Aprii 1959 (Debentures)..{texable) 27 19 1 * 1 <] 12 8
3-1/2 June 1959 (Debentures)..{taxable) 23 18 * » * u 1% 6
Total banks for cooperetives securities........ Tl 54 2 * 1 20 33 17
Federal home loan banks: 8/
1-1/4¢ January 1959 (Notes).......({taxable) 20 16 2 * 1 7 8 L
1.60 February 1959 (Notes)....... (taxable) 35 25 3 3 * 8 14 9
3-1/4 March 1959 (Notes)...... .(taxable) 28 26 1 1 » 5 21 12
3-1/2 April 1959 (Notes).......(taxable) 2k 16 * * * 3 23 8
3-1/8 Apmrid 1963 (Bonds)....... (taxable} 9k 76 1 - 1 53 22 18
Total Pederal home loan bank securities........ 211 160 7 b 3 76 78 51
Federal intermediate credit banks: 7 -
Debentiures..... Cheareenns Ceveeieiianas (vaxadble) 347 278 20 14 7 111 147 68
Federal land banks: 9/
4-5/8% Februery 1959 (Bonds)....(taxadble) L0 32 3 - 3 8 21 8
2-1/4 May 1959 (Bonds)....(taxabdble) 31 25 1 1 1 11 13 6
3-1/2 May 1959 (Bonds)....(taxable) 37 28 - * * 9 20 8
1-3/4 October 1959 (Bondg)....(taxabdle) 7 63 2 1 1 30 31 11
2-1/4 February 1960 (Bonds)....(taxable) 68 57 7 2 5 23 28 10
2-1/2 June 1960 (Bonds)....{taxable) 51 41 1 - 1 1 26 10
.org/
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3-3/8 April 1961 (Bonds)....(taxable) 35 27 1 1 »* 9 17 g
y September 1961 (Bondas)....(texabls) b2 30 * - * 7 23 12
y May 1962 (Bonds)....({taxable) 20 15 * - » 3 11 5
2-3/h May 1963 (Bonds)....{taxable) T 59 2 * 2 31 26 15
3-1/4 May 1966 (Bonds)....(taxable) 10 30 1 » 1 13 16 10
4-1/8 Februery 1967-T2 (Bonds),....(taxable) 3 2 * * * 1 1 1
L-1/2 October 1967-70 {(Bondse)....(tazable) 4 3 * * * » 3 1
L-5/8 July 1969 (Bonds)....(taxable) 2 2 * * * » 2 *
3-1/2 April 1970 (Bonds)....(taxable) 9 6 » * - 2 y 3
3-1/2 Mey 1971 (Bonds)....(taxable) 1 * - - - * * *
3-7/8 September 1972 (Bonds)....(taxadble) * * * * - »
Total Federal land bank securities...... e 5e9 ko1 19 7 12 160 242 108
Federal National Mortgage Assoclation:
3% February 1959 (Debentures)...{taxable) 35 28 * * * 5 22 7
1.65  April 1959 (Debentures)...{taxable) 33 27 1 1 * 1 1k [
2 June 1959 (Debentures)...(taxable) 32 26 1 * 1 1 1 [
3-7/8 August 1959 {Debentures)...{taxable) 29 22 5 5 * 2 1b 7
3-5/8 August 1960 (Notes).ue.u... (taxable) L60 403 135 103 32 125 b 57
3-1/2 February 1962 (Debentures)...(taxable) 65 L7 3 1 2 15 30 18
3-1/4 March 1963 (Debentures)...(taxable) 58 u2 1 » 1 19 22 16
4-1/8 November 1963 (Debentures)...(taxable) 21 13 1 1 » 2 10 8
4-3/8 June 1965 (Debentures)...(taxable) 31, 23 8 8 » 2 13 7
3-5/8 March 1968 (Debentures)...(taxable) 19 15 A h 1 6 4 N
Total Federal National Mortgage Association
securities......... 782 646 159 122 37 199 288 136
_1/ Includes trust companies and stock savings banks butl excludes securities amount owned by any one holder 1s also exempt from the surtax.
held in trust departments. “Taxable" securities are those with the income subject to both
g/ Uhited States savings bonde, Series F and J, are shown at current re- normal tax and surtax.
demption value. They were reported at maturity value by the banks 2/ Includes Federal Housing Administration debentures; see foot-
included in the Treasury Survey but have been adjusted to current re- note 7.
demption value for use in this statement. 6/ Tex enticipation series.
3/ Total includes $75 million depositery bonds held by commercial banks 7/ A amall indeterminate amount of these debentures is partially
not included in the Treasury Swurvey. tax-exempt.
U Federal securities fall into three broad classes With respect to the y The proprietary intereast of the United States in these banks
imposition of Federal income taxes on income derived from them. "Wholly" ended in July 1951.
tax-exempt securities sre those with the income exempt from both normal ﬂ The proprietary interest of the United States in these banks

tax and surtax. "Partially" tax-exempt securities are those With the ended in June 1947,
income exempt from the normal tax except that in the case of partially Less than $500,000.
tax-exempt Treasury bonds, interest derived from $5,000 of principal

*
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Representative Parman. Also, Mr. Secretary, I believe it would
be helpful to have some factual information concerning the percent-
age of securities which have been purchased from the Treasury by
the biggest purchasers of securities.

Wou%d you please supply for this record later a list of each of the
50 biggest purchasers of securities from the Treasury over the past
2 years in each of the categories listed below. Then, if you would
show the total amount of each issue which each of these companies
offered to subscribe, and the amount they were actually sold plus also
the combined totals for each category, this would be very helpful. In
other words, to illustrate with commercial banks, I would like to know
the amount that all commercial banks in the country offered to sub-
scribe to each issue, the amount of the allotments to all commereial
banks, and then 1 would like to have the same information for each
of the 50 largest commercial banks,

The other types of institutions for which I would like to see similar
information are: individuals, insurance companies, mutual savings
banks, utility corporations, all other corporations, private pension and
retirement funds, State and local governments, dealers and brokers,
and others.

(At the time the hearings were printed the problem involved in
supplying the requested data was still under examination. If and
when the data is supplied, it will be published in a later part of these
hearings.)

In your report that you made with Chairman Martin T notice that
you did not say anything about the enormous profits made by a few
banks in 1958, obviously by reason of a depression in Government
bonds in 1957. Did you cover that in your investigation, Mr. Secre-
tary?

Secretary AxpErsoN. We did not get into the profit question.

Representative Parman. You know, I am sure, that in 1958 the
banks made 10 times as much as they did the year before, speculating
on Government securities. In fact, they made the enormous amount
of $681 million.

No doubt all banks did not make money but the 20 largest banks
made over $220 million and the banks of over $500 million of deposits
made about $300 million.

I just wonder why you did not look into that.

Secretary ANDErsoN. (ongressman Patman, it has long been the
policy of the Treasury, long before T came to it, that all subscribers
of Government securities are treated alike.

Representative Pataan. We are not talking about subscribers here,
Mr. Secretary. We are talking about speculating in Government
bonds in an unregulated, unsupervised market.

Relv)resentative Curris. Will the gentleman yield just for a mo-
ment ?

Representative Parmax. I would be glad to.

Representative Curtis. In regard to your testimony, I wonder if
you would supply for the record the source of your material?

Representative Parman. Certainly. I would be very glad to. It is
the very best. (Seep. 1183.)

Representative Ctrris. T am sure it is.

Secretary ANDERsoN. I wanted to make these points.
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Subscriptions, as you know, come to the Treasury through the Fed-
eral Reserve Banks over the country.

Representative Parman. Mr. Secretary, I reiterate that I am not
talking about issues that are subscribed. I am talking about buying
and selling Government bonds in a speculative market.

Secretary ANpERsON. You mean as between themselves?

Representative Parman. Yes, and all the other people of the coun-
try including corporations. I am not talking about your dealing in
selling issues. They could not have made that much money in the
sale of your issues. They made $681 million in 1 year. That does not
include the interest they made on those bonds. That is just the ap-
preciation that they made.

The only year in which there was the least comparison was after the
1953 depression. The banks made $421 million in 1954 the same way.
It is beginning to look like a pattern, Mr. Secretary.

You have a recession In 1953. They make $421 million the next
year in profits on the sale of your securities. Then we have a big dip
in 1957 and bonds go up in 1958 and the banks make $681 million.
Now it looks as if they are expecting to make it in 1960. It looks like
they are shortening these cycles.

I was just hoping that the Treasury and the Federal Reserve would
go into that.

Secretary Anperson. Congressman, I think when you see the ma-
terial, there is a considerable amount of effort devoted to the problems
of limiting speculation.

When we get into such things as what happened in the 50 large sub-
seribers or holders of securities, we have for many years in the Treas-
ury had regulations under which we have operated—not just in my
administration, but others—in which the portfolio holdings of various
owners of Government securities from time to time were obtained only
on a very confidential basis. They are not even examined by the
policymaking individuals of the Treasury. These are held by the
people who over the years remain permanent employees of the
Treasury.

By classes of investors of various kinds, this information is always
available to us, and we will make it available to the Congress.

Representative Parman. I am not insisting on your going into
individual corporations or banks. It occurs to me that the very fact
that they can make $681 million in 1 year, which is 10 times as much as
they made the year before, is enough to excite inquiry; in fact, sus-
picion. It is a very large amount of money in proportion to the re-
sources of the banks.

Secretary Anperson. I think, from the standpoint of the examina-
tion which we have made, it was not on the question of the profitmak-
ing but, rather, on the question of what kind of procedures might be
considered in order to minimize the speculation in the market regard-
less of whether that speculation resulted in profit or in loss.

When you come down to a question of the profits of banks, in a
period of recession such as we had last year, the prices of securities rise.
Whereas in the past they may have been selling below par, they go
above par. There are profits which are realized in the trade, in ex-
change and sale of those Government securities during that year. They
would be nonrecurring gains, as you have indicated, rather than gains
that result from interest rates.
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It also would have to be examined in the context of the fact that
some of those very institutions which were able to show profits last
year because of the high price of Government securities, will this year
be showing comparative losses because of the decline in Government
securities.

Representative Paryan. With all due respect to the Secretary, I
know he is sincerely trying to answer the question, but I do not think
his answer is responsive to my question.

Secretary Axpersox. I am sorry.

Representative Paryan. There are only 17 dealers between the
Government and the money markets. Did not that excite your in-
terest and did it not cause any suspicion in your mind about the pos-
sibility of its being too tight a market there for 17 dealers?

Secretary AxpersoN. You will find in the data that considerable
inquiry was made into why there are not more; why, for example,
more people who are dealing in the stock market do not deal more
in Government securities than in corporate securities.

Representative PaTman. I am not talking about that.

Secretary ANpersoN. Why there are not more dealers?

Representative Patvan. I am speaking about the Government
bond market, unsupported, unregulated with only 17 dealers having
the privilege of dealing with these securities.

Did you notice any particular number of these dealers having an
inside line into the operations of the market in a way that would
excite your attention or suspicion that they are so closely connected
with the Government securities market that they would be in a posi-
tion to get inside information ?

Secretary Anxperson. I must say to tMe C ongressman that I have
not examined all of the factual material because it is just coming out.
today. I have up to now seen nothing that would make me think
they had inside information.

Representative Pataan. Because these dealers would be so closely
in touch with the Federal Reserve Bank of New York where the
account is and where all these Government trades are made, and that
they are on boards that help select them-—the people who are run-
ning the show up there—do you think there is any probability of
inside knowledge or information that would allow these-people to
enrich themselves unduly because of that knowledge?

Secretary Axpersox. I do not have any information of that kind,
Mzr. Congressman.

Representative Paraax. You do not have any reason to believe
that anything like that is going on?

Secretary ANDERSON. Not at this moment ; no, sir.

Representative Paryman. And you did not receive any information
that would excite your curiosity?

Secretary ANpErsoN. When you ask did I receive, this work has
been done up to now by the study group, and I must be frank to say
that the details of all of the study I have not yet read. But, as of
now, I have no reason to.believe any such operations have taken
place.

Representative Pataan. If one of these dealers happens to have
enriched itself in what could properly be termed undue proportion
to profits of past years, and that one particular dealer had close and
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intimate contacts with the people who handle that market, would
that not probably excite your suspicion ?

Secretary A~xprrson. It would be the sort of thing that we would
want to examine as a matter of policy.

When one looks at profits and losses, if you take the period from
1955 to 1958, profits on securities ran about $830-odd million. If
you look at the losses on securities in the same period, they were about
$870 million.

Representative Patman. Yes,sir.

I have time for one more question, I think.

Has the Federal Reserve properly and adequately given you the
assistance and cooperation that you believe you are entitled to as
Secretary of the Treasury ?

Secretary AnpersoN. Congressman, I would say that any time
that there are agencies of Government, each independent of the other
and, yet, instances where they have responsibilities that affect areas
that overlap, there is bound to be from time to time some measure of
difference in judgment as to the time and way in which all of the
operations operate.

I think that, if I may take the liberty of referring to a comment
which the distinguished chairman made some years ago, he used what
T think was a very good analogy in saying that “good fences make
good neighbors.”

The Cramrmax. That was taken from a poem by Robert Frost.

Secretary AxprrsoN. I was attributing 1t to the chairman. What
we do is to try to exchange information as best we can. The
mechanics are something like this: I have the chairman of the Federal
Reserve Board to lunch on each Monday to talk over and exchange
information. The staff of the Federal Reserve and the Treasury
meet in the Federal Reserve on Wednesday at lunch and thereafter
exchange information. The staff people are continually working
with each other.

Since my coming here, as you know, the President has met on an
informal basis from time to time with the Chairman of the Federal
Reserve Board, myself, the Chairman of the Council of Economic
Advisers, the Economic Adviser to the President, in which there is a
free and uninhibited exchange of information and ideas.

While each of us makes his decision and has his responsibilities
for the various fields in which we operate, we do try to exchange in-
formation so that the judgments which are going to be made by the
respective bodies are at least made in the light of and with the knowl-
edge of problems, information, and judgments concerning the others.

Representative Parman. Has the Federal Reserve assisted you in
lowering interest rates or trying to lower interest rates?

Secretary ANpErsoN. I would not say that as a deliberate policy
we have ever asked the Federal Reserve Board to try to fix or to
move an interest rate up or down.

Representative Parman. Thank you, sir. My time has expired.

The CuairMaN. Senator Bush?

Senator Busx. Mr. Chairman, I would like to ask Congressman
Patman, before he leaves, about those figures he brought into the rec-
ord about the bank profits.

Did you mention $800 million or thereabouts as trading profits?

Representative Parman. $681 million.
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Senator BusH. And those were the so-called capital gains from
trading ?

Representative Patman. Yes, sir.

Senator Busa. From how many banks?

Representative Patman. All banks were involved in the aggregate.

Senator BusH. All banks in the country, 14,000 banks? _

Representative Parman. 13,000 banks. But the 50 largest banks
profited to the extent of 44.6 percent of that total amount.

Senator Busa. Do your figures tell us on how big a volume of trad-
inﬁthis occurred ?

epresentative PatMaN. No; it does not.

Se@nator Busn. Was it $2 billion or $200 billion? IHave you any
idea?

Representative PatMan. No; I only put the aggregate profits of
$681 million down, and had them written down as to the beneficiaries
of the profits.

Senator Busu. I would say that with all respect to the gentleman
from Texas, I do not think the figure is very significant if you do
not relate it to a total volume of trading?

Representative Patman. I related it to the 50 banks that made
about $300 million in 1 year. That 1s pretty good.

Senator Busu. Of course, you do not relate it even to the assets
of those banks, their holdings of Government bonds, or anything
else?

Representative Paraan. That is right. _

Senator Busn. This, I think, makes it a completely irrelevant
figure.

gI would say unless you can furnish us with some figures we can
relate that to, we can hardly be impressed with that.

Representative Patman. They do this on a very low margin. of
sometimes 5 percent or even less.

Senator Busu. Mr. Chairman, so much for that.

I think the chairman has given us a good exhibit in connection with
the joint participation of the Federal Government in the bond mar-
kets and how it relates to the State and local governments and cor-
porations. It shows that, any way you look at it, the Federal Gov-
ernment is a very important factor in the overall market, even if you
rule out refunding and simply look at the money involved in new
issues.

On that basis, if I see this correctly, the Federal Government would
amount to about 30 percent, anyway. So it is a very big factor.

It is a much larger factor, is it not, Mr. Secretary, when the
Government has to raise new money, than when its operations are
confined to refunding ?

Secretary Anperson. That is correct, sir.

Senator Busa. That, of course, has been the case in the last year?

Secretary ANprrsoN. Yes, we liave been raising more money be-
cause of the deficit.

Senator Busi. Yes.

Conversely, if we had a surplus in the Government budget, that
would seem to reduce the influence of the Government in the total
bond market, because it would be a buyer of bonds rather than a
seller. Isthat not true?
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Secretary Anperson. I think a good period to relate your ques-
tion to is the period of 1921 to 1929, when the Federal debt was
reduced by one-third in a period of relatively increasing levels of
activity, and in which the cost of money at the interest rate tended
downward, because we were a net supplier of funds.

Senator Busu. So, as you emphasize in the closing part of your
statement, the problems of fiscal imbalance during prosperous times
have a tremendous effect on the whole question of growth and sta-
bility.

But they also have a real direct effect on the Government bond
market; is that not true?

Secretary AnpersoN. That is correct.

Senator Busu. I bring this out to show that one of the real prob-
lems in connection with the Government bond market is the Govern-
ment deficit, and the way to cure that is to create a surplus rather
than to continue to operate at a deficit. Doing that would tend to take
the pressure off of interest rates and tend toward bringing about
lower interest rates. Is that not true, Mr. Secretary ?

Secretary Anperson. I think so, sir.

The CratrMAN. Would you yield ?

Senator Busu. I would love to yield to my distinguished chairman.

The Cuarrman. This eloquent statement about Government surplus
would seem to indicate you join the Senator from Illinois in closing
those loopholes?

Senator Busa. I would certainly join the Senator from Illinois in
his major objective. I do not know what loopholes he is referring to.

The Cuarrman. The loopholes against which the Senator from
Connecticut voted—in part.

Senator Busa. That, of course, is the Senator’s private definition of
loopholes. Everybody has his own definition of that.

The Cuarrman. Excuse me, Senator. I will give you extra time.

Senator BusH. That is very generous of you. I do not think I will
need if,

This leads me, then, Mr. Secretary, to another question. Inasmuch
as the Federal Government is a large factor in the market, it seems
to me that it should have as much freedom as possible with offering
securities that are attractive to the market, which leads me to the
issue that is pending before the House of Representatives at the pres-
ent (tiime with respect to the interest ceiling on long-term Government
bonds.

T ask you if it would not assist the Treasury materially and promptly
in dealing with this very heavy burden of responsibility of financing
this enormous Government debt, if the interest ceiling were elimi-
nated ?

Secretary AnpErson. Yes, I think so, sir.

Senator BusH. Another point.

It has been suggested from time to time that the market in Gov-
ernment bonds would be facilitated by the Federal Reserve buying
long-term bonds. It has always seemed to me, frankly, that that is
just as inappropriate as it would be for the commercial banks having
demand deposits to buy long-term bonds. I do not think they would
long hold the confidence of the depositors if that became a general
practice, of increasing demand deposits in long-term bonds. But

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



1138 EMPLOYMENT, GROWTH, AND PRICE LEVELS

there are those who believe that the Federal Reserve should be doing
that very thing with its demand deposits.

Would you care to comment on that particular suggestion that has
been made concerning Federal Reserve policy ?

Secretary AnpErsoN. The whole problem is this. There is a mar-
ket for certain securities in our country of different kinds and charac-
teristics because of the different needs of institutions. Some insti-
tutions buy long-term bonds because they have amortization require-
ments; they are interested in getting a security that will meet their
amortization requirements, and simply holding it over the years, re-
gardless of fluctuations that may take place in the price of the bond.
We have today about $78 billion of debt which is (%)ue within a year,
and as we look forward to the next 18 months, we will have close to
%100 billion coming due within a year if we do nothing except roll over
in 1-year securities.

Then, if we look also at the problem of the seasonal fluctuations,
which run $5 or $6 billion. there would be times when we would run
considerably over $100 billion which is due within a year if we issued
nothing over a year.

Again, just as we have some people who want long-term securities
in this country, we have a certain amount of liquidity requirements.
I think there might be differences of judgment as to just how much
those liquidity requirements are. But if you oversupply the liquidity
requirements and put money into the short-term sector, then, of course,
you tend to push up the short-term rate.

If the Federal Reserve initiates a practice of buying long-term bonds
and then selling short-term issues, you have to assess the fact that in
selling the short-term securities to offset the purchase of the long-
term securities, you would be putting additional pressure on the same
short market which is already under pressure because of the heavy
Treasury financing in that area.

If you did not offset the sale of the long-term bonds by selling short-
term bonds, you would simply have added to the money supply. If
you added to this money supply by buying long-term securities or
any other kind of securities without an offsetting transaction, then
you are supplying into the market what we call high-powered money.
This money will be used by the banking system as additional reserves,
and the amount of money put into the market has an expansive capac-
ity of about five or six times. If this expansive capacity takes place
at a time when the level of business is already high, then you tend
to create inflationary pressures. If you create inflationary pressures,
the borrower becomes unwilling to lend unless at a higher price,
because he thinks the future value of his money will be eroded and
the borrower becomes willing to pay higher interest rates because
he thinks he will pay off the loan with cheaper dollars than he is
borrowing now. So the interest cost or the cost of money would tend
to rise.

One must also examine the kinds of people who deal in these various
markets. For example, let us say, who uses the 1-year money in our
country? This is normally the fellow who pays his bills at the end of
the month on the installment plan. It is the fellow who accumulates
some money for taxes, whether they are income taxes or other taxes,
the man who borrows to meet his payrolls. The fellow who borrows
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normally in the 1- to 5-year cycle is the man who borrows for working
capital purposes or for such things as financing durables like auto-
mobiles, household goods, that sort of thing. As these rise and there
is this pressure, the cost of money in this sector tends to go up.

So it would seem to me that what we ought to do is to have the flexi-
bility of not having the Government confined by statute within the area
of 1 to 5 years, but of giving the Government the capacity to finance
more soundly and extend some of the debt beyond that point.

I ought to be clear by saying that even if we were given this author-
ity, we would use it with discretion. We would certainly not try to
go into long-term markets indiscriminately. We would consider the
rates which we would have to pay, and we would also consider require-
ments of other institutions and other segments of business. But I
think it would go a great way in relieving the pressure on the short-
term market.

Senator Busa. Mr. Chairman, I would just like to associate myself
with the complimentary remarks of Mr. Curtis regarding Secretary
Anderson’s opening statement. I think it is an excellent statement
and will be very helpful to the committee.

The Crairman. Congressman Reuss?

Representative Reuss. Thank you, Mr. Chairman.

Mr. Secretary, I have been listening with interest to your colloquy
with Senator Bush just now. Now I would like to ask you about
something that I gather you were not discussing. I would like to
ask you specifically about the bill reported out by the House Ways
and Means Committee a couple of weeks ago which first lifted the
41/ -percent ceiling for a couple of years and then expressed the sense
of Congress that the Federal Reserve, when it was engaged in its good
judgment in increasing the money supply, should do so by the method
of purchasing U.S. securities of varying maturity.

I read in the New York Times this morning that the Treasury,
which appeared to accept the sense-of-Congress amendment at first,
has now made plain its opposition. Would you make plain to me your
opposition, first by telling me whether you support or oppose the
sense-of-Congress amendment which I just placed before you?

Representative Curris. Would the gentleman yield ¢

Representative Reuss. Not at this moment.

Representative Curtis. Just for correction.

Representative Reuss. Not at this moment. I will presently.

Secretary Anperson. Congressman Reuss, may I say, without any
intent of evading any part of your question, that this bill is not yet
reported out of the House Ways and Means Committee. I have been
advised there will be other discussions, in all probability.

Representative Reuss. However, will you give me your views on it?
I know you are thoroughly familiar with it. And would you tell me
whether you favor that language or oppose it? Just yes or no is all
I need onthat. Then I want to ask your reasons.

Secretary Anperson. I frankly would not like to give a yes or no
answer. 1 would like to give an expository answer, if I may.

Representative Revss. Then I gather you do not oppose it ?

Secretary AxpErsoN. I would not say I did not oppose it, no, sir.
May I have just a moment ?
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_ Representative Reuss. Before you go into the expository answer, is
1t correct you are unable to say whether you favor or oppose the
sense-of-Congress resolution which I have just put before you ?

Secretary AxpersoN. I will say that so long as it is pending before
the House Ways and Means Committee, it is proper that T should make
no final declaration except to that committee.

Representative Reuss. Do it to me, because I wrote the amendment,
it has been sent to you, and you have been talking to the press about
it—perfectly properly, I think. I just want to be let in on it.

Secretary ANDERsON. At the time when the amendment was pro-
posed, we made quite clear, I thought, that we in the Treasury must
be concerned not only with what the words themselves said, and not
only with the interpretation which the members of the committee and
the Members of the Congress might place upon those words, but that
we must be concerned as well about the public interpretation that
might be placed upon it.

We are dealing here in an area of confidence. We are seeking to
improve confidence in sound management of our fiscal affairs by
getting a greater degree of flexibility in the management of the debt
as per our original request.

T do not think that any of us are precisely wise enough to know how
confidence is motivated, but I do believe that since the discussions
have taken place with reference to the amendment, I have a growing
concern that the portion of the amendment which relates to the sug-
gestion that the Federal Reserve buy varying maturities, would tend
to impair confidence generally.

Representative Revss. May I interrupt right there to break down
your various reasons.

T gather you do not object to the Congress, under its constitutional
power to coin money and regulate the value thereof, giving appro-
priate direction to the Federal Reserve, as a matter of principle?

Secretary AnpersoN. I do not as a matter of principle object to any
general instructions which the Congress would want to give to the
Federal Reserve. I must be frank to say I would hope that any such
ceneral instructions should be given in the context of amending the
Federal Reserve Act rather than in the context of amending a debt
management law.

Representative Revss. Let me next ask, do you object to anything
in that sense-of-Congress amendment other than three words “of
varying maturity”? Specifically, do you object to the congressional
direction to the Federal Reserve System that when, in its judgment,
it is in the act of increasing the money supply, it should do so for the
life of the Ways and Means Committee amendment, 2 years, by pur-
chasing 11.S. securities? Bear in mind that bills are a U.S. security
and that that part of the language could be satisfied by purchasing
bills. Do you object to that?

Secretary Axprrson. Congressman Reuss, it 1s my own judgment
that the Congress- can give any kind of general instructions that it
wants to, to the Federal Reserve.

Representative Reuss. But my question was, is this particular in-
struction one that you favor or oppose? )

Secretary Anbperson. I think it is wise for the Congress to limit
its suggestion in terms of objectives and in terms of policies and not
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in terms of saying that these are the detailed ways in which those
objectives might be reached.

Reé)resentative Reuss. Well, this is a bill that goes beyond details,
Mr. Secretary. This suggestion of the Ways and Means Committee,
in which I heartily join, is that instead of lowering bank reserves,
the Federal Reserve for the life of the resolution, 2 years, shall add
to the monetary supply, when it deems it should be added to, by buy-
ing U.S. securities. I believe that that helps the taxpayers, it pre-
vents undue downward fluctuations of the securities bought, and it
prevents attrition,

Do you disagree with that? And if so, what are your reasons, so
that the public debate may be conducted in a more informed manner
than it has so far.

Secretary AnpersoN. The longrun monetary needs of the United
States are expected to grow. If one looks historically, they might
be expected to grow at the rate of 3 percent or more, if that is the
rate of our national growth.

The bank reserves that are necessary to this growth can be in-
creased by increasing our gold stocks. It can be taken care of by
expansion in the Federal Reserve holdings of Government securities.
It can be increased or reduced by bank reserve requirement changes.

Representative Reuss. That is exactly right.

Now, the amendment says, for the next 2 years, to help in the debt
management crisis, let us furnish needed additions to the money sup-
ply by purchase of 1.8, securities.

Secretary ANDERsON. When you get to the question as to what ex-
tent the needed monetary growth should be supported b{r Federal
Reserve purchases of securities as opposed to reduction in the reserve
requirements, you have to weigh the fact that the pattern of develop-
ment in postwar business cycles suggests strongly that monetary ex-
pansion should be restrained during periods of business expansion, in
order to limit inflationary pressures.

Representative Reuss. Yes, we are all agreed on that. The point
was simply this. When the Federal Reserve pursues the policy 1t has
announced of raising the money supply by 3 percent per annum on
the average, a policy which you have just reiterated, how should they
doit?

Secretary AxpersoN. This is the point I am coming to.

In a recessionary period, it is desirable that you have as fast an
increase in money supply as you can accomplish, and that this money
supply be widely spread as quickly as you can. If you lower bank
reserves all over the country at one time, the various banks imme-
diately have more reserves against which there can be credit expan-
sion, pushing the economy forward.

In times of high levels of business activity, if one proposed to de-
crease liquidity or reserves by the use of the technique of raising re-
serve requirements, then I think you would have distortions, in that
you would have

Representative Revss. If T may interrupt, Mr. Secretary, we are
not talking about decreasing reserves. We are talking about what
happens when the Federal Reserve, in its own good judgment, de-
cides that the money supply, i.e., bank reserves, should be expanded.

I say, and the Ways and Means Committee says, that this should be
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done for the next 2 years by buying U.S. securities. You are opposed.
I want to know why?

Secretary Anperson. What I am saying is that at this moment any
suggestion that we increase bank reserves, it would seem to me, would
be only to add to the inflationary problem.

Representative Reuss. Precise{)y. We are talking about the next 2
years, however. If the Federal Reserve does not deem it wise to in-
crease reserves and the money supply. then that is fine. Then this
resolution has no effect, because there is no increase. DBut the ques-
tion to which T asked you to address yourself is, What if, within the
next 2 years, the Federal Reserve says it is going to do what it has re-
cently testified it is going to do at some point, namely, raise the money
supply by 3 percent. I, and the Ways and Means Committee, want
them to do that by buying the securities. You donot. Why?

Secretary AxpersoN. Here is what T am trying to say to you.

If the turnaround out of a period of high level of business activity
into one of recession—if that is what brings it about, then I would
say that I would not now want to prejudge. But my disposition is to
say that you would probably want to get the reserves into the banks
more rapidly than you would get them by purchasing securities. You
would want to get them in faster by lowering reserve requirements,

Representative Revds. There are $63 billion worth of securities in
the banks. Since a purchase of 1 billion of those by the Federal
Reserve permits an augmentation of the money supply on the order of
4 percent, that is, beyond the wildest dreams of the Federal Reserve,
it does seem to me you are straining at gnats a bit there, Mr. Secretary.

Secretary ANprrsoN. Let us assume that in 3 months from now,
instead of going up, we turn sharply downward and it looks like that
is going to continue for awhile. I would say that, not trying to
prejudge, you might very well want to increase the reserves, not by
buying Government securities but by lowering reserve requirements,
or maybe by both.

On the other hand, let us assume that we have a continuing rise of
activity over the whole 2 years and you want to increase the money
supply, but only at a rate that is not going to add to inflationary
pressures. Then I would think that increasing the money supply by
buying Government securities would be the appropriate way of
domng it.

Representative Revss. Then, I gather that vour sole objection to the
part of the sense-of-Congress resolution which says when you expand
the money supply, do it by buving securities, other than this meta-
physical one about confidence, which T frankly do not understand, the
sole objection to the resolution is that if there were a depression, and
you needed to expand the monetary supply very fast, buying U.S.
securities might not let you rush pell-mell into the monetary expan-
sion which you wanted, fast enough. To that T would say, if that
happens, I know Congress would be delighted on 24 hours’ notice to
give the administration the power to accelerate any éxpansion of the
money supply.

This, however, does not seem to be the problem now.

DoThavetime to yield to Mr. Curtis?
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Representative Curris. The correction has already been made to
the effect that the Ways and Means Committee has not reported out,
and I am afraid the gentleman is under a misapprehension when he
says the Ways and Means Committee agrees with him.

Representative Reuss. The majority do.

Representative Curris. Not even the majority. Six of us, and T was
among them, who agreed to vote this bill out, which has not been
voted out, did it only with the reservation that we would oppose your
amendments on the floor. We are opposed to them, and the majority
of the committee is opposed to your amendments.

Representative Ruuss. Let us say a substantial and very intelligent,
minority of the Ways and Means Committee, then,

The Citairman. Mr. Javits?

Senator Javrrs, Mr. Secretary, first I assume that when you give
the information for Representative Patman you will also include the
losses which may have been suffered in connection with the same
general period of years, and that you will also give us some sense of
the relationship, which Senator Bush has mentioned, between the
resources which were engaged in, either losses or profits; and I hope,
too, you will look into the question, if your attention has not been
directed to it before, of the small number of dealers and any relation-
ships which may exist between the dealers and the Federal Reserve
banks, or any other agencies of the Government which deal with this
question.

Secretary AnpersoN. Senator Javits, we will by classes be delighted
to give you such information as we can on both sides.

{The material referred tois as follows:)

The questions on bank profits on securities relate to (1) calendar 1958 ex-
perience on both profits and losses, (2) relevance of 1 year’s figures versus expe-
rience for a full business cycle, and (3) seeming concentration of profits in
larger banks. Each will be taken up in turn.

1. Calendar 1958 cxperience—During the calendar year 1958, banks realized
a net gain on securities transactions of $588 million. or a capital gain, in effect,
of less than three-fourths of 1 percent of the $8115 billion average securities
holdings during the year ($6214 billion Governments plus $19% billion munici-
pals and corporates).

(Data compiled by the Iederal Reserve on the earnings of insured commercial
bhanks in the United States indicate gross profits on securities (including State
and local government and corporate securities as well as Federal securities) of
$682 million for the calendar year 1958, and gross losses on securities for the
same year of $94 million, for net profit of $588 million.)

2. Fxperience over a business cycle—Figures on bank profits on securities for
a single year are very misleading, however. During the past 4 years, for ex-
ample, bank security losses exceeded profits.

During a recessionary period, such as the first half of 1958, interest rates fall
as the result of easier credit conditions and prices of outstanding securities in
the market rise. In that environment banks show a profit on their securities
transactions. However, during the high prosperity of 1955, 1956, and 1957,
interest rates were rising and Securities prices were declining. Commercial
bank losses on securities transactions substantially exceeded gains, therefore, in
each of those 3 years.

For the entire 4 years (corresponding very closely in time to one complete
turn of the business cyele) bank profits on securities totaled $834 million and
losses in the same period totaled $870 million, for a net loss from securities
transactions of $36 million for the 4-year period.
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Net profits by banks on securities, calendar years 195558

[In millions of dollars]

Net prof-
Gross profits | Gross losses its (-+) or
losses (—)

57 221 —164

31 317 —286

64 238 —174

682 94 +588

834 870 —36

Over a period of time bank losses on sales of securities would tend to exceed
profits since banks are typically forced to sell securities on net balance on a de-
clining market as they meet mounting loan demands in the face of tightening
credit conditions. Conversely, they buy most of their Governments, on net bal-
ance, when interest rates are declining and securities prices rising, since that
is when loan demand is slack and money easier. Bank losses on securities are
expected to exceed profits by a substantial margin again in 1959 on the basis of
the declining prices in the market thus far.

Banks are, of course, permitted to carry Government securities on their books
at cost if bought below par, regardless of their current market value. Never-
theless, it has been estimated that the market value of bank holdings of Gov-
ernments has declined by about $3% billion during the past year so that losses
could be substantial if holdings decline further, particularly in securities still
several years or more from maturity. This potential loss, even though only a
small part is ever realized, is an important restraint on too rapid an expansion
of private bank credit, as well as a source of concern to every bank as it tries to
meet the needs of its customers. (There was an increase of about $23; billion
in the market value of Government securities held by banks during the develop-
ing recession from October 1957 through June 1938.)

3. Distribution of sccuritics profits among hanks.—Bank profits on securities
are divided between large and small banks in much the same ratio as other in-
dicators of bank operations.

There are 49 banks in the country which have 300 million or more in total
deposits. These banks had securities profits of $299 million in 1958, or 44
percent. of the total profits on securities by all 13.000 insured commercial banks.
The same 49 banks accounted for 39 percent of total bank assets and 42 percent
of total current bank earnings. These same banks paid 49 percent of the taxes
of all banks, had 38 percent of total bank deposits, and accounted for 40 percent
of the total capital accounts of all banks. Thus large banks accounted for just
about the same proportion of total bank securities profits last year as they
showed on total assets, earnings, taxes, or capital.

I do want to say that as far as the 17 primary dealers are concerned,
as I understand, the Federal Reserve bank is perfectly willing to do
business with anybody in the country who wants to get in and become a
dealer. There happen to be 17 primary dealers and a few others
which are more specialized in one kind of Government issue. There is
a problem here that we have inquired into that I think will come out
in the factual data—as to why there are not more than that.

Senator Javrrs. That is all T have in mind, to give a balanced pic-
ture. T think that all this may be a sideshow in what you are being
essentially questioned about here. Still, we ought to have a balanced
picture.

As to the questioning which has just taken place by Congressman
Reuss, let me ask you this: Is there any doctrinaire objection on the
part of the Treasury which will inhibit the United States from becom-
ing an open market purchaser of Government bonds ?
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Secretary ANDERSON. Senator Javits, it seems to me that the mone-
tary authorities ought to have a maximum of flexibility as to how the
detailed instruments of the monetary authorities are used from time
to time. Certainly it is within the right and the power of Congress if
you choose to give detailed instructions as to how they might be
used. I myself would not think that the course of wisdom. Rather,
I would think the course of wisdom to be one of setting out objectives,
matters of national policy, goals that we try to achieve, and of relying
upon the monetary authorities to use the various instrumentalities
they have in order to be the most helpful to the whole economy of our
country.

Senator Javirs. Do I understand you to say, therefore, that there
is no inhibition in the Treasury about open-market purchases?

Secretary ANpersoN. No; we have no inhibition.

Senator Javirs. Let me get to the substance of your testimony,
which I think is rather important here.

I notice at page 7 you say that a larger volume of production can
only take place i1f you have more equipment, and that may very well
have to be done “at the expense of current consumption.”

Do you hold with the President that as we see the situation now,
we cannot contemplate any tax reduction ¢

Secretary ANDERsON. I hold with the President exactly. What
we have to do is to say that we have an obligation with respect to our
national debt; that just the mere fact that there may be on the horizon
a possibility, a reasonable hope, of having some more revenues than
we have expenditures, does not lead us to conclude that we can ignore
the debt and thereby reduce taxes.

I think, on the other hand, that the hearings which will take place
in the fall with reference to tax changes ought to be considered in the
light of the contribution that they could make both toward equity and
toward benefits to the whole economy.

Senator Javirs. Is there any other way, except in the tax level, that
the Federal Government can help to bring about the siphoning off of
more of the public’s income to the building up of our productive
resources ?

Secretary Axperson. All of our resources, of course, that we spend
come either through taxes, customs, or some other form of assessments.

Senator Javirs. In other words, if the public would choose itself to
save more money beyond the tax level. Is there anything else the
Treasury can do about that ¢

Secretary ANpersoN. In an economy like ours, the public itself must
decide how much goes for consumer goods, how much for savings, and
how much for investment.

Senator Javirs. A very distinguished economist who has been
participating in this debate, Leon Keyserling, talks about a good deal
of economic slack in the economy. Yet I notice that you say that we
have been pretty much using all of our plant equipment and, I assume,
personel to the maximum. Would you care to make any comment
about that? Incidentally, as you may know, I am not of the school
that believes we are giving sufficient attention to trying to beat the
Russians. I think this is a very important part of the whole picture,
and we are not taking enough account of that.

38563—59—pt. 6A——8
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But Keyserling says there is a lot of slack in the economy; we are
not using our resources to the full. You seem to think we are. 'Would
you comment on that?

Secretary AnpersoN. The comment T made here refers to a broad
period. I think over that period we have generally used our resources
rather fully.

There are periods, if you want to take, for example, periods last
year, when we certainly had excess plant capacity and unemployment.
I also point out in the statement the biggest single enemy to continuity
of growth in our country is recession. How do you prevent recessions ?

Recession is an adjustment to something. It is not something which
anybody in our country wants. But if you bunch together the capital
expenditures and then there is a very sharp decline, if you bunch
together expansion and there is a sharp decline, if inflationary pres-
sures are built up and we have to adjust to them, we go through these
recessionary periods.

What we are trying to achieve and what I was trying to say is, How
do we have, as nearly as we can, a sustained rate of high level of the
use of our total resources?

This, it seems to me, requires that we utilize to the maximum the
ingenuity, capacity, freedom, technological advances, and all of that
in our country, and that we also encourage the savings out of which
these various plant additions can be made, so that the million people
that are coming into the market every year have a place that they can
work, and that we avoid the readjustments which can follow too rapid
an expansion, with inflationary pressures.

Senator Javrrs. Mr. Secretary, I have just two other questions, if
I may ask them, with the chairman’s indulgence. One is this:

Talking about savings, 15 percent of our debt is now held in the
savings bonds. Do you believe that the United States would benefit
if we had very materially increased the percentage of the debt which
is held by savings, and that, therefore, that should lead us to some
massive effort beyond the effort we are undertaking today, on that
score ?

Secretary AnpersoN. Senator Javits, the savings bonds which are
held by those individuals are one of the best places, certainly, for the
savings to be held. To be very frank, if through what we are asking
now on E and H bonds we will just be able to keep our own on all
kinds of savings bonds and hold our position for the next year or
two, T will think we have done a prettv good job. I would like to see
it expanded. But even with great effort, I would not be unhappy if
we just held our position.

Senator Javirs. And that goes for the savings bonds, too?

Secretary Axprrsox. I am including those savings bonds like the
F’s and G’s and J’s and K’s, which we no longer issue, but which are
currently outstanding, as well as our E’s and H’s.

Senator Javrrs. So that vou feel that for the next 2 years your
problem is one of not slipping back, rather than of going forward?

Secretary Axprrson. Yes. We would increase the E and H in or-
der to offset the cash-ins and the maturities of the F’s, G’s, J’s, and
K’s.

That is not to say that any increase is not desirable. I am talking
about the fact that if we are able to hold own own, we would feel
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pretty good about it. If we are able to make some slight gain, we
would feel better.

Senator Javrrs. I gather you would like to expand the savings bonds
if you could ?

Secretary Axperson. That is correct.

Senator Javirs. I have just one last question.

In this present strong feeling in the administration about the
budget, is there any differentiation as to what you spend your money
for, or is all expenditure put in the same category? That is, is de-
fense put in the same category with housing and farm price sup-
ports, or is there not some distinction about expenditures, which 1s.
as you say yourself, in what I consider to be an excellent statement :
Expenditures for goods the people did not want which ended up in warehouses:
being given away or destroyed, or expenditures for goods which people did want
and use.

Is there any such differentiation in your Federal budget? And if
so, how is it reflected ?

Secretary ANDpErsoN. In the first place, monetarily, whatever we
pay the money out for has the same kind of budgetary impact.

Philosophically, it seems what a nation like ours must do is to say
to itself, you must first do everything that is necessary for your coun-
try to do. 'This would certainly include an adequate defense. Then,
you do as much as seems desirable as you can afford to do at any given
time. The fact that perhaps you cannot afford to do everything that
is desirable at any given time does not lessen its desirability. It
simply means that you do not try to do everything that is desirable
plus everything that is necessary at the same time,

Senator Javirs. But what about the proposition of what adds to the
wealth of your country and what goes down the drain? Even de-
fense does not add to the wealth of your country, but housing does.
Why not make a differential therefore? Suppose you wrote into your
budget $2 billion for homes. That would add many times that total
value to the country. Why not include that in your caleulations on the
budget and in terms of the credit of the United States ?

Secretary ANperson. I think what you could do, if you simply add
on these additional things, whatever they may be, you add them on at
the cost of putting on inflationary pressures that drive the ultimate
cost of the things up, and in the long run either bring about read-
justments or make it impossible for people to buy the things they want
because the price gets too high.

If this country just undertakes to continually run a deficit, we can
only get this money out in two ways: We have either to tax for it or
to borrow it. If we continue to borrow and never to pay, then we run
these dangers of inflation.

Senator Javirs. Thank you, Mr. Secretary. I think it is an ex-
cellent exposition of the point.

The CHAIRMAN. Representative Coffin?

Representative Corrin. Thank you, Mr. Chairman.

Mr. Secretary, I wanted to ask a very simple question, prefacing it
with these statements.

If you wanted desperately to get a better maturity curve on your
long-term securities, you would like to sell your securities at the lowest
possible rate of interest. We have had some colloquy about an un-
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easiness prevailing because we do not know why, because there are so
few dealers, we are getting the best possible break when we do sell to
the market. You in your statement have said the market cannot fail
to be improved by more active competition.

You auction your bills now, and sometimes you auction securities
of a longer term than the bills. My question is, before we jump into
the higher interest rate or remove the ceiling in order to make sure
that this is necessary, why do we not have a try at auctioning some
of our new Jong-term issues?

This is not the auction to which you addressed your remarks in
your statement. I am not talking about an auction within the ex-
change for all the securities, new and old. I am just talking about
making an experiment, trying to induce an auctioning of long-term
issues to see what would happen. What are your views on this?

Secretary AnpersoN. With the Congressman’s permission and the
chairman’s permission, I would like to respond perhaps briefly and
then amplify my statement with a longer statement, because you have
asked a very pertinent question.

T should like to say first that nothing would please me more than
to believe and to hope that every security which the U.S. Treasury sold
could be auctioned. It would certainly relieve us of a major responsi-
bility in pricing and selling coupon issues where we have to fix the
rate. Traditionally, of course, as you have said, we have auctioned
the 91-day bill. In more recent months we have begun the auction
of 6 months’ bills. More recently still, we have begun the auction
of yearly bills, working toward four quarterly dates for the yearly
bills, when they will be auctioned.

When we get into the longer terms, we run into a number of prob-
lems. In the first place, the auction technique is not one that is known
well to a multitude of people over the country. It requires a great
deal of professional capacity in order to buy at auction a Government
security, and particularly a long-term Government security, when a
small amount, of rate change could have a much larger effect on price
than an equivalent change of rate would have on the price of a short-
term security.

If one looks at what happens in other markets, for example, and

oes back to the first of this year, almost every municipal issue that I
ow about that has been $100 million or more has received only one
bid. Ithink maybe there was only one exception.

These bids were made up by syndicates. There is a distinction,
because they were bidding at that time on an all-or-none basis. Be-
cause they bought all or none, they had a greater flexibility in the way
in which they get rid of their securities.

‘When the local housing authority mortgages were offered in some-
thing like $100 million, which was guaranteed by the Federal Govern-
ment, again there was only one bid.

If, therefore, we went into the market, not with $100 million but
with $2.5 billion or some other large amount, we might, rather than
increase the number of bidders, find that we would have only one or a
few bids, or maybe not even enough of a combination between syndi-
cates so that they would be willing to take it at all.

. Representative Corrin. Which you would not know until you tried
1t.

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



EMPLOYMENT, GROWTH, AND PRICE LEVELS 1149

Secretary Anprrson. I think one could gage pretty carefully the
fact that if municipalities who sell their securities in $100 million
lots got one or two bids, we could not hope, if we set out for a billion
dollars, to get a great number of them.

Representative Corrin. Is this not a reaction in part because of the
first reason you gave; namely, because of lack of certainty or assur-
ance by dealers in going in for a long-term bid, or a rather large bid?

Secretary AxpersoN. The first reason I cited was that a good many
people did not have the capacity, the professional capacity, in the
country banks and that sort of thing, so they can buy what they want
on a coupon, but they would be pretty hard pressed if they could buy
only from the Treasury by subimitting a bid.

Representative Corrin. I would be very despondent if I felt that
we could plunge into outer space and nuclear weaponry and all that,
and yet feel that the mystic arrangements of the market could not
be communicated to enough people to bring competition to this very
vital area. I would think that perhaps you would be advised to ex-
plore ways and means of distributing information, of educating in
this auction technique the people in the market now, and others who
might enter it. Are we to remain resigned to the fact that this is a
field that can only be known by a very few people who can move with
assurance in it?

Secretary A~person. No, Congressman; I would not want to indi-
cate any reluctance whatsoever to explore, study, and get the best
judgments from everybody in the country on how it might be done.

Representative Corrin. Have you made any surveys or studies with
regard to the practicability of engaging in auction techniques for the
longer term issues of new securities?

Secretary Awprrson. We continually talk to people of all classes of
investors as to whether or not an enlargement of auctioning might be
feasible.

Representative Corrin. I am not really interested in your continual
discussions. I know you must do that on virtually every phase of
your operations. But I am talking about a focused study such as
you made with regard to the auction within the exchange, a deliberate
attempt to explore this with the possibility that this might give you a
tool which you could use in your very difficult task of marketing.

Secretary AnpersoN. I would say that there have been various
times of highly concentrated study in this area. We have not sin-
gled out just one project and said that this is the only point of refer-
ence. The paper I’'m submitting for the record goes into the whole
matter quite carefully.

There is one other thing I would like to suggest here, and that is
that under our tax statutes, if one pursues an auction of all securities,
he gets into some very highly complex problenis in which the rate of
tax that would be paid by various holders is dependent not only upon
the price at which they buy the security—and there would be many
different issue prices in an auction—but is dependent in part upon
whether, during the life of the security, say a 10-year bond, they sell
at a higher or lower price.

At present you would have to have almost a genealogy of some of
these securities in order to know the price which determines how taxes
were going to be paid.
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This is a problem upon which we have given a considerable amount
of study. Rather than try to expound it here, because it is highly
technical, I will furnish it to the committee in the statement.

Representative Corrin. The committee, 1 am sure, would appre-
ciate getting as deliberate a statement on this as possible, and also
whether or not you contemplate looking into this problem to a great
extent.

I think it might be a more practicable alternative than the type
of auction to which you addressed your remarks in your joint
statement.

(The statement referred tois as follows:)

SELLING TREASURY SECURITIES THROUGH AUCTION

1. Use of auction for short-term securities.—Since 1929 the Treasury has
sold short-term Treasury bills-—mostly with a 91-day maturity—through com-
petitive bidding in an auction rather than by Treasury fixing a price and in-
terest return to the investor directly. This has been an efficient mechanism
for establishing a more or less routine pavoff and new issuance of as much
as $1.8 billion of new bills each week. These auctions are conducted through
sealed bids submitted in writing within a specified time limit to any Federal
Reserve bank or branch. (Typical Treasury announcements of a bill offering
and the results are attached).

The auction technique has been extended beyond the routine 91-day bill op-
eration. Beginning in 1951 the Treasury sold tax anticipation bills through
auction, and since then as much as $8 billion a year of tax anticipation bills
have been marketed in this way. A further extension of the auction technique
was introduced last December when the Treasury announced its new cycle of
G-month bills in addition to the regular 3-month bills.

In March 1959, the Treasury took another important step in the use of
the auction technique by announcing the first of a series of four issues of 1-
year Treasury bills to mature at quarterly intervals. The hope was expressed
at that time that the greater use of the auction technique for a security as
long as 1 year would permit some reduction in the amount of 1-year certifi-
cates which the Treasury has to price. As of July 15, 1959, therefore, the
Treasury has $37 billion of Treasury bills outstanding, all of which were sold
at auction, as compared with &2214 billion a year ago, and $131% billion
right after the Treasury-Federal Reserve accord 8 years ago.

The Treasury has obviously concluded, therefore, that there is considera-
ble merit in the extensive use of the auction technique in selling short-term
securities. These issues, however, are bought almost entirely in large amounts
by professional investors who are thoroughly familiar with the money market
on a day-to-day basis.

2. Could the auction techmique be extended to long-term bonds?—A major
objective of Treasury debt management policy is, of course, to get as broad a
distribution of public debt as possible. In this way more of the debt can be
placed in the hands of longer term investors. Real savings can be tapped and
less reliance is needed on borrowing from commercial banks. The Treasury
has from time to time given careful consideration to the possibility of extending
the competitive bidding system used on Treasury bills to longer term securities.
We do not believe, however, that in the present market environment such a step
would be in the public interest.

Subscriptions to new offerings of Treasury certificates, notes, and bonds issued
on a fixed price basis are made by thousands of small banks, corporations,
associations, and individuals throughout the country. Most of these investors
do not have enough current background data to submit a carefully prepared
bid for these securities. If the competitive procedure were used, therefore, the
Treasury could be in a position of impairing the opportunity now open to
small- and medium-sized investors of buying new securities directly from the
Treasury. This might be taken to imply that we aren't interested in their having
a chance to buy from the Treasury on the same terms as large investors.

Furthermore, on fixed price issues the Treasury can more easily control the
amount issued to any single investor or investor class than it could on an
auction. Total subscriptions from commercial banks on medium and longer term
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bonds, for example, are typically limited to a certain percentage of capital
and surplus and on occasion subscription limitations from other types of in-
vestors have been used. Substantial downpayments are also often required
to minimize speculation. Allotments in full are always made to small investors.
In addition allotments (actual security issuances) to different investor groups
may vary considerably, with preference usually given to savings-type investors.
The allotment procedure, in particular, would be extremely difficult to use in
connection with an auction, and there would be difficulty in adapting other
successful marketing technigues to the auction method.

Another way of looking at it is that the competitive situations arising from
the auction technigue in handling short Treasury issues versus long Treasury
issues are quite different. In the auction of a short-term security the pro-
fessional underwriters who purchase for secondary distribution are competing
not only among themselves but are also competing with a large number of pro-
fessional buyers who are purchasing for their own investment needs. Thus,
the market underwriters have to consider not only the underwriting competition
but they also have to submit bids that are competitive with those submitted
by the primary investors who are well acquainted with this market technique.

On the other hand, in a longer term issue the use of the auction instrument
would undoubtedly generate bids almost exelusively from the professional under-
writers, both dealers and banks, who would then do the secondary distribution.
In this case the professional underwriters have to worry only ahout their under-
writing competition 2and do not have the competitive influence of informed bids
submitted by primary investors.

It should also be mentioned that most new Treasury securities are not issued
for cash at all but are offered in exchange for maturing securities. Use of the
competitive bidding system on all new securities would mean, presumably, that
the Treasury would pay off all maturing issues in cash and issue new securities.
At the present time, most holders of maturing issues-—again, many of them
small holders—simply turn in the old security for the new one. If, however, each
holder has to enter a competitive bid for the new securities, he again runs the
risk of being left out and of having to buy the securities back from some
successful bidder.

Competitive bidding for all new issues would also tend to add to the amount of
purchases by those buyers familiar with bidding technigques who would submit
bids at relatively low prices just on the chance that they would be accepted.
This would be particularly true in a period where interest rates are rising and
credit is not so readily available. In such periods, reluctant buyers would tend
to indicate their lack of enthusiasm for Government securities by offering low
bids (high-interest rates). One result of competitive bidding under such cir-
cumstances would therefore tend to be a net increase in the cost of interest on
the public debt to the Treasury—and to the taxpayer.

In addition, if the successful bids were so low as to produce interest rates on
the new securities well above the market, the entire market could be upset, with
unfortunate implications for both debt management and monetary policy. In
many instances, therefore, too great use of competitive bidding would tend to
prevent the Treasury from fully exercising its debt management responsibilities.

On long-term issues the problem of the leverage effect of a small-yield differ-
ence in causing a large difference in price comes into play. An eighth of 1 per-
cent spread in yield on a 91-day bill is worth only 31 cents on a $1,000 bond.
On a 1-year issue it is worth $1.25 per $1,000, and on a 40-year bond it is worth
$50. That means that even though the high and low accepted bids on a 40-year
bond are within a seemingly narrow range of one-eighth of 1 percent the price
range would be all the way from $950 to $1,000. Let us assume that the aver-
age bid accepted is $975. As a result, the bidder who happened to get his bid
accepted at $950, the “tail bidder,” is encouraged to sell his bond immediately for
a quick speculative profit as long as the market price is well above his cost. If
many of those who bought bonds cheaper than the average do this, of course,
their profits will shrink as the price goes down, but in the process they will have
succeeded in knocking the market down and interfered with the orderly distri-
bution of the issues by legitimate undersvriters to ultimate owners. The second-
ary distribution of an auctioned bond would be further impaired, of course, by
the obvious reluctance of successful bidders who paid above the average price
to take a loss on the transaction at the market price even if it remains steady at
the average bid.
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Two more points may be made. Many institutional portfolio managers dislike
the auction technique because they have to pick a price. If they bid high
enough to insure buying the new securities they probably will be above the
average accepted bid and will be subject to the criticism of their own institution
that they paid too much. If they try to be sure to get under the average they
may be outside the range of accepted bids, and come away from the auction
(which is, of course, based on sealed bids) with nothing. Since there is always
the secondary market to fall back on, many investors prefer to take the latter
chance rather than the former, thus tending to lower the average price and
increase the cost to the Treasury.

The other point also relates to investor attitudes. Quite apart from tax
considerations, the basic preference by investors in Governments is for issuance
at par. Many investors “buy coupon”; that is, they want as high a rate of cur-
rent earnings as they can get rather than the same overall income consisting
of lower current earnings plus a capital gain when they sell the bond or it
matures. These investors (such as pension funds) prefer to buy a 44 percent
10-year bond at par yielding 414 percent to a 334 percent 10-year bond at a little
under 92, also yielding 414 percent. On the other hand, many investors prefer
not to buy at a premium because they don’t like to get part of their capital
back with each interest payment.

During the 1930’s the Treasuy used the auction method of selling some long-
term bonds, both with reference to its own issues and to Federal agency issues.
Market performance in the distribution of the bonds was reported to be unsatis-
factory, as indicated in a staff memorandum which is included at the end of
this statement.

3. Competitive bidding for other securities.—It has also been suggested that per-
haps the Treasury could sell its longer securities by competitive bids in the
same manner used by corporations and State and local governments in their sales
of longer term issues rather than doing it by the same method used in auction-
ing bills. In State and local and corporate issues rival underwriting syndicates
each typically submit bids to take all or none of the securities offered, with bids
that include an allowance, of course, for profit to the underwriter. The bidders
prefer the “all or none” approach. If they only bid for part of an issue there
probably would be practically no bids at all since no dealer would take a sub-
stantial position if he was taking the chance that he might be at the mercy of
other dealers who bid less.

Any attempt to apply the syndicate idea to Government securities would
present many problems, however, U.S. Government issues dwarf in size the is-
sues of any other borrower. During the calendar year 1958, for example, the
Treasury sold $481% billion of new securities to the public. Only 13 issues of
bonds, notes, and certificates were involved (other than the additions of $100
to $200 million a week in bill rollovers) or an average size of issue of about
$33% billion. By contrast, the largest single corporation issue floated in 1958 was
only $350 million, and the largest single State and local government issue some-
what less. No syndicate large enough to handle market issues of Government
securities could be formed without its being so large as to dominate the entire
market, both with respect to the Treasury and to ultimate investors. This would
not be good publie policy.

It should also be mentioned that so far this year all but one of the State or
local government issues offered in ‘“‘competitive” bidding in amounts of $100
million or more attracted only one underwriting bid, on an “all or none basis.”
(See attached table.) This suggests that the very size of new municipal debt
issues severely strains the capacity of bond underwriters. The resources of
securities underwriters would obviously be completely inadequate to handle
competitive bidding on Treasury bonds.

4. Tax complications of auctioning.—In an auction of any coupon issue it
would still be necessary for the Treasury to price issues to some extent since a
coupon rate has to be placed on the security in any event. However, no bid
could be accepted below a certain discount under par without tax complications.
If the discount were less than one-fourth of 1 percent below par for each full
year to maturity on the new security, the increase in value to par would be a
capital gain. But securities issued at any greater discount would be subject
to the tax law provisions governing original issue discount, and the increase
in value to par in this case would be taxed as ordinary income, with a proration
based on time if more than one holder is involved. These provisions do not
apply to bills since they are not a capital asset and all increases in value are
taxed as ordinary income.
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This would not be as great a problem if the Treasury issued all such securities
at the same price. But with an auction, bids may be accepted at a great many
different prices. Each of these securities issued in acceptance of varying bids
would have a different original issue discount under the tax law. Furthermore,
even securities issued with the original issue discount might be accorded differ-
ent tax treatment as the result of transactions in the secondary market. In
addition to producing a multiplicity of slightly differing types of the same issue
in the market, this would create additional confusion in evaluating them. Thus,
investor interest in such issues would be effectively undermined.

5. Conclusion.~—The Treasury believes, therefore, that there are formidable
obstacles in the path of any successful application of the auction technique to
intermediate or longer term bonds. We are pleased, however, with the results
to date of the rapid expansion of the auction technique in the very short term
area which we have undertaken recently, and certainly do not foreclose the
possibility of further expansion of auctions in that area. We believe further
that the present practice of offering Treasury certificates, notes, and bonds at
prices and interest rates determined by the Treasury does result in an effective
distribution of new Treasury issues at minimum cost to the taxpayer. In the
last analysis, a potential buyer of a new Treasury issue must find the rate
of interest attractive or he will prefer to buy a security in the outstanding
market regardless of whether the Treasury evaluates that attractiveness for
him by setting a price, or whether he tries to measure the amount of attractive-
ness himself in terms of submitting a bid.

[Release Thursday, July 16, 1959]

TREASURY DEPARTMENT,
Washington, D.C.
A-574.

The Treasury Department, by this public notice, invites tenders for two series
of Treasury bills to the aggregate amount of $1,400 million, or thereabouts, for
cash and in exchange for Treasury bills maturing July 23, 1959, in the amount of
$1,400,956,000, as follows :

Bills (91-day) (to maturity date) to be issued July 23, 1959, in the amount of
$1 billion, or thereabouts, representing an additional amount of bills dated April
23, 1959, and to mature October 22, 1959, originally issued in the amount of
$400,070,000, the additional and original bills to be freely interchangeable.

Bills (182-day) for $400 million, or thereabouts, to be dated July 23, 1959, and
to mature January 21, 1960.

The bills of both series will be issued on a discount basis under competitive
and noncompetitive bidding as hereinafter provided, and at maturity their face
amount will be payable without interest. They will be issued in bearer form
only, and in denominations of $1,000, $5,000, $10,000, $100,000, $500,000, and $1
million (matuarity value).

Tenders will be received 2t Federal Reserve banks and branches up to the
closing hour; 1:30 p.m., eastern daylight time, Monday, July 20, 1959. Tenders
will not be received at the Treasury Department, Washington. Iach tender
must be for an even multiple of %1,000, and in the case of competitive tenders the
price offered must be expressed on the basis of 100, with not more than three
decimals; e.g., 99.925. Fractions may not be used. It is urged that tenders be
made on the printed forms and forwarded in the special envelopes which will be
supplied by Federal Reserve banks or branches on application therefor.

Others than banking instituticns will not be permitted to submit tenders except
for their own account. Tenders will be received without deposit from incorporated
banks and trust companies and from responsible and recognized dealers in invest-
ment securities. Tenders from others must be accompanied by payment of 2
percent of the face amount of Treasury bills applied for, unless the tenders are
accompanied by an express guavantee of payment by an incorporated bank or
trust company.

Immediately after the closing hour, tenders will be opened at the Federal
Reserve banks and branches, following which public announcement wiil be made
by the Treasury Department of the amount and price range of accepted bids.
Those submitting tenders will be advised of the acceptance or rejection thereof.
The Secretary of the Treasury expressly reserves the right to accept or reject any
or all tenders, in whole or in part, and his action in any such respect shall be final.
Subject to these reservations, noncompetitive tenders for $200,000 or less for
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the additional bills dated April 23, 1959 (91 days remaining until maturity date
on October 22, 1959), and noncompetitive tenders for $100,000 or less for the
182-day bills, without stated price from any one bidder, will be accepted in full
at the average price (in three decimals) of accepted competitive bids for the
respective issues. Settlement for accepted tenders in accordance with the bids
must be made or completed at the Federal Reserve bank on July 23, 1959, in cash
or other immediately available funds or in a like face amount of Treasury bills
maturing July 23, 1959. Cash and exchange tenders will receive equal treatment.
Cash adjustments will be made for differences between the par value of maturing
bills accepted in exchange and the issue price of the new bills.

The income derived from Treasury bills, whether interest or gain from the
sale or other digposition of the bills, does not have any exemption, as such, and
loss from the sale or other disposition of Treasury bills does not have any special
treatment, as such, under the Internal Revenue Code of 1934. The bills are
subject to estate, inheritance, gift, or other excise taxes, whether Federal or
State, but are exempt from all taxation now or hereafter imposed on the principal
or interest thereof by any State, or any of the possessions of the United States,
or by any local taxing authority. For purposes of taxation the amount of dis-
count at which Treasury bills are originaily sold by the United States is consid-
ered to be interest. Under sections 454(b) and 1221(5) of the Internal Revenue
Code of 1954 the amount of discount at which bills issued hereunder are sold is
not considered to accrue until such bills are sold, redeemed, or otherwise disposed
of, and such bills are excluded from consideration as capital assets. Accordingly,
the owner of Treasury bills (other than life insurance companies) issued here-
under need include in his income tax return only the difference between the price
paid for such bills, whether on original issue or on subsequent purchase, and the
amount actually received either upon sale or redemption at maturity during the
taxable year for which the return is made, as ordinary gain or loss.

Treasury Department Circular No. 418, revised, and this notice, prescribe the
terms of the Treasury bills and govern the conditions of their issue. Copies
of the circular may be obtained from any Federal Reserve bank or branch.
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[Release Tuesday, July 21, 1959]

TREASURY IDEPARTMENT,
Washington, D.C.
A-583.

The Tseasury Department announced last evening that the tenders for two
series of Treasury bills, one series to be an additional issue of the bills dated
April 23, 1959, and the other series to be dated July 23, 1959, which were offered
on July 16, were opened at the Federal Reserve baunks on July 20. Tenders were
invited for $1 billion, or thereabouts, of 91-day bills and for $400 million, or
thereabouts, of 182-day bills. The details of the two series are as follows:

182-day Treasury bills

91-day Treasury bills
maturing Jan. 21, 1960

maturing Oct, 22, 1959

Range of accepted competitive bids
Approximate

equivalent
annual rate

Approximate
Price equivalent Price
annual rate

Percent Percent
$99. 171 3.280 $98. 061 3.835
99. 154 3.347 98. 032 3.893
99. 156 3.337 98. 044 3. 869

NoOTE.—84 percent of the amount of 91-day bills bid for at the low price was accepted; 20 percent of the
amount of 182-day hills bid for at the low price was accepted.

Total tenders applied for and accepted by Federal Reserve districts

District Applied for Accepted Applied for Accepted

Boston -l $34, 942, 000 $24, 905, 000 $3, 467, 000 $3, 367, 000
New York. oo 1, 442, 556, D00 647, 019, 000 565, 275, 000 245, 254, 000
Philadelphia. .. ... 29, 087, 000 13, 062, 000 12, 642, 000 7,642, 000
Cleveland ..o oo oo ... 32,823, 000 32, 393, 000 10, 935, 000 10, 535, 000
Richmond ... ________ 15, 522, 000 13, 722, 000 5, 868, 000 5, 868, 000
Atlanta___. 41, 138, 000 18, 320, 000 3, 919, 000 3, 069, 000
Chicago.. 201, 611, 000 129, 711, 000 73, 581, 000 63, 531, 000
St. Louis .___ - 18, 352, 000 15, 866, 000 4, 420, 000 4, 420, 000
Minneapolis. .. - 6, 990, 000 6, 990, 000 8, 731, 000 7,971, 000
Kansas City.__ - 37, 986, 000 33, 728, 000 7, 306, 000 6, 906, 000
Dallas. .. ___._.... - 20, 444, 000 20, 021, 000 3,322, 000 3, 322, 000
San Franciseo._ - -coococaoociaoaooao 63, 685, 000 53, 343, 000 38, 652, 000 38, 252, 000

Total. e 1, 945, 136, 000 | 1, 000, 080, 000 738, 118, 006 2 400, 137, 600

1 Includes $241,660,000 noncompetitive tenders accepted at the average priee of $99.156.
2 Includes $48,548,000 noncompetitive tenders accepted at the average price of $98.044.
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Bids for large municipal bond offerings (generally $25 million and over)

Date of Num-
bid {Amount Type ber of Range of bids
bids
1959 | Millions

July 15 $31 | Ohio, highway. . ocoemmo oL S.T. 2 | 3.54 to 3.57 percent.

June 30 195 | Grant County Public Utility District.__.| Rev. 11 | (3C0 member A/C).

30 25 | Maryland Fev. 2 | 4.02 and 4.05 percent.

30 50 { New York State . __..____.__ G.0 2 | 3.35 and 3.36 percent.

17 30 | Port of New York Authority..__._______.|..__.____. 2 1 4.09 and 4.11 percent.

10 63 | Connecticut._ .. ..__...__. Rev 11 | 4.30 percent.

10 100 § Californis. .o .. G.0 1 | 3.95 percent merged
syndicate.

4 27 | New York City. oo ooooooooo oo G.0 2
2 40 | Los Angeles F.C_. 1 | 2 syndicates merged.

May 27 30 |1 Chicago, Il 5 | 4.05, 4.18, 4.19, 4.25,
and 4.26 percent.

26 105 | New Housing Authority.. ... .______ P.HA 1 | 3.78 percent, Bankers
and dealers groups
merged.

13 25 | New Jersey .. coeoo oo G.0 41 3.24,3.26, 3.27, 3.28
pereent.

12 27 | Cineinnati, Ohio.. .. ____ .. _._____.___. G.0. 2 | 3.47, 3.48 percent.

Apr. 22 33 | Oregon.__._ G.0. 3 | 3.39, 3.43, 3.53 percent.

21 200  New York State Power Authority__.______ Rev. 11 | 4.21 percent.

14 60 | Massachusetts G.0. 1 | 3.46 percent, 3 syndi-
cates merged “‘due
to thinness of the
market.””

9 25 | Florida Development Commission . __.__. 3 | 4.10, 4.13, 4.14 percent,.

9 53 | Massachusetts Turnpike Authority . 11

7 27 | Los Angeles School District_ .__.___.__.___ 2 3.44b imd (not avail-
anle.

Mar. 31 30 | Pennsylvania General State Authority_ _ |.___._____. 2 | 3.58, 3.65 percent.

17 29 | Baltimore, Md.________._________________ G.0. 2 | 3.11, 3.14 percent.

11 100 | California. .. G.0. i 1 | 3.55 percent merged

! account.

10 26 So]gt_hte\jntCalifornia Metropolitan Water | G.O. 2 | 2.96, 3.10 percent.

istrict.

10 26 | New York City. ..o _.______ G.0. 2 | 3.17, 3.21 percent.

5 30 | Port of New York Authority. G.0. 2 | 3.68, 3.69 percent.
4 25 | Philadelphia, Pa___._____ -} G.O. 3 | 3.27, 3.31, 3.33 percent.
3 25 | Michigan, Expressway. .| 8.T. 2 | 3.54, 3.63 percent.

Feb. 26 104 | New Housing Authority.. ... _._.._____ P.H.A. 2 | 3.41 percent ($69 million
to bank group—
$35 million to dealer
group).

25 40 | Chicago, TI1.___ . iemamenan G.0. 2 | 3.20 and 3.26 percent.

18 25 | Bast Bay Municipal District of Califor- | G.O. 3 | 3.45, 3.46, 3.51 percent.

»' 1 nia.

Feb. 18 607| New York State..____.._.____._._..._.__. G.0 2 | 2.91, 2.93 percent (win-
ning bid—a merged
afc).

16 7120 | Chicago, O’Hare Airport. .. ... .o..coo_.. Rev 11

10 25 | Washington (State) ... o ..o G. 3 13.17, 3.19, 3.20 percent,

10 23 | Minnesota (State) ..o o oo aceceeoo G.0 1

4 20 | Los Angeles. .- G.0 4 | 3.47, 3.48, 3.50, 3.52
percent.
3 2 | Massachusetts Port Authority._........ Rev 11

Jan. 28 20 | Puerto Rico___... G.0 2 | 3.94, 3.97 percent.

28 20 | Houston, Tex . ____ G.o 3 | 3.48, 3.51, 3.52 percent.

27 20 { New York City Housing Authority. .. |- ______. 3 | 4.07, 4.17, 4.18 percent.,

21 20 | Oregon. .o e G.0 3 | 2.77, 2.82, 2.83 percent.

15 2 Sacramento Municipal Utilitics District._| Rev. 2 | 3.58, 3.62 percent.

6 200 | New York State Power Authority_..___.. Rev. 11

1 Negotiated with underwriters.

G.0. General oblizations.
8.7. Special tax fund.

Rev. Revenue.

SeLLiNg U.S. GOVERNMENT DIRECT AND GUARANTEED IssUES BY TENDER

[Excerpts from staff memorandum prepared in September 1940]

With respect to the broad use of the tender method in the sale of securities
by the Treasury, the proponents of this method, prior to the actual operation
of the plan in selling direct and guaranteed securities in 1934 and 1935, believed
that there were several distinct advantages compared with the regular quarterly

offerings by subscription.
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1. The Treasury could obtain required funds at a minimum interest cost.

2. Market conditions would tend to be more stable, since the Treasury
could do its financing when the market was strong, and could remain out
of the market during periods of weakness.

3. The Treasury would not be forced to accept prevailing market con-
ditions on the quarterly dates.

4. The method would permit small issues to be increased gradually from
time to time by subsequent offerings, in whatever amounts the Treasury
saw fit to issue.

Contrary to these expectations, however, the market voiced disapproval of
the tender method after it had been in use for a while. Although the poor re-
ception given to the last few offerings on tenders was undoubtedly influenced
somewhat by other factors unsettling to the market, several important criticisms
of the tender method were made as follows:

1. Initial distribution was sharply restricted. Many banks and investors
outside of the largest centers felt that they were not in a position to gage
the market with any degree of accuracy, and those who did submit bids
generally paid the highest prices. The largest portion of the new issues
awarded above the average price for each went to bidders outside New York
City, while most of the amounts awarded at or below the average went to
banks, brokers, and dealers in New York. New York City banks and dealers
bid for about two-thirds of the accepted total; and of the two most successful
issues, 82 and 83 percent, respectively, were taken in the New York district.

2. After the first issues, the market became somewhat nervous over the
extent to which the tender method was to be employed. Due to uncertainty
as to the time, size, and frequency of such offerings, they had the same
effect on the market as if a known seller was waiting to dispose of a very
substantial block of bonds at any time. Banks and dealers were unwilling
to make commitments as freely, and the market generally was not afforded
sufficient respite in which to absorb the offerings. This was especially
important because the initial distribution was not as comprehensive as usual.

3. The profit inducement was practically wiped out, in that the almost
certain market premium on issues offered in the regular way, which had
served as an inducement to smaller banks and others to subscribe, was
eliminated. The market believed that under the competitive bidding method
the probable profit would be small and uncertain, and many investors, feel-
ing that the prospective small profit did not justify the risk involved, re-
frained from bidding. This was particularly true after the out-of-town
institutions bid for the new bonds near the current market, only to find the
dealers and larger banks receiving sizable amounts at prices substantially
under the market.

Even this latter group seemed dissatisfied with the profit available,
although there apparently was short selling in the market against bids for
the new issues placed below current levels. Generally, the underwriting
margins were smaller and more precarious, while secondary distribution
was made difficult by the frequency of offerings.

4. There appeared to be an increasing tendency toward lower prices.
Prospects of a continued supply resulted in the dropping of bids by dealers
and the larger investors in close contact with the market. This, coupled
with short selling and the psychological effect of the increasing Federal
debt were all factors pointing toward a decline in quotations. The short
selling provided a cushion of bids by tender and under normal conditions
might have been helpful but it is likely that the repeated selling against each
offering had an undue influence on market prices.

In considering the merits of the tender method for selling large amounts at
frequent intervals, of other than very short maturities, such as 90-day Treasury
bills, there are several questions which seem to be worthy of consideration.
Principally, they are:

1. Does the Treasury’s aim of wide distribution into strong holders be-
come realized?

2. Is general interest in Government securities stimulated and encouraged
as much as it is by a definite offering at a price, which almost always has
been heavily oversubscribed ?

3. Can the Treasury be sure that any particular issue will be successful?
Under the regular method, the Treasury has been able to insure the success
of an issue by adjustment of the coupon rate and maturity date, but, in
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offerings by tender there is no assurance that a satisfactory total of tenders
will be received or that the bids will be within an acceptable price range.
4. Would the market reaction to a single large issue be as unfavorable
as it was to frequent offerings of smaller amounts in an indefinite aggregate?
5. How does the cost of interest compare with that under the regular
method?
6. Is there a political disadvantage in selling an additional series of an
outstanding issue under the existing market price?

In order that a more detailed study of the tender method might be made,
the remaining part of this memorandum is devoted to a brief review of the
Treasury offerings by tender in 1934 and 1935, and to the details of each offering,
including data concerning market conditions.

REVIEW OF OFFERINGS BY TENDER

With the exception of the regular Treasury bill issues and the $50 million
Panama Canal 3s (which were sold in March 1911 at an average price of around
102%) all of the direct and guaranteed issues sold on a tender basis were offered
in 1934 and 1935. In July 1934, $100 million Federal Farm Mortgage Corpora-
tion 3 percent bonds of 1944-49 were offered. (There were $171 million of
this issue outstanding at the end of June.) The action of the Treasury in
handling the financing for a Government agency represented an innovation, and
as the Treasury lacked discretion in fixing the coupon rate, it was decided to
sell the issue by the tender method. In August, following weakness in the
market due to Eurepean news, three new issues of short-term Home Owners
Loan Corporation bonds, totaling $150 million, were sold in the same manner.

No further financing of this nature was done until May 1935, when plans were
formulated to apply the tender method to the offering of additional amounts
of Treasury bonds. Press reports at the time stated that the Treasury believed
this method would prove less disturbing to the market than the customary
policy, and that the Government would obtain required funds at a minimum of
cost. Accordingly, an offering was made on May 27, 1935, of $100 million 3
percent Treasury bonds of 194648, of which there were $825 million already
outstanding. An additional lot of $100 million of the 1946-48 issue was sold
Jate in June, and three blocks of $100 million each of 2%s of 1955-60, which
were already outstanding in the amount of $2,304 million, were offered on July
15, July 29, and August 12 respectively. The method became increasingly un-
popular during this period, as indicated by the criticism which developed in
the market and also by the fact that both the total tenders and the number of
tenders received for the last two offerings were sharply lower than for the
two immediately preceding. Notwithstanding the adverse comment, unsettled
market conditions which had made some Treasury support necessary, and
dwindling interest in the offerings, the Treasury offered $100 million 11, percent
Federal Farm Morteage Corporation bonds of 1939 on August 26. Total tenders
amounted to only $85,5692,000, against which $35,172,000 bonds were issued at
an average price of 99. The offering was conceded to be a failure and the
method was discontinued.

MARKET CONDITIONS MAY 15 TO SEPTEMBER 1, 1935

Prices of Treasury bonds were fairly steady, prior to the initial offering of
1946-48s on May 27, but a slightly easier tendency was apparent. The novelty
of the tender system depressed prices temporarily, but these losses were re-
gained in the next 2 weeks, and prices moved slowly upward until July 19
and 20. The market was quiet and fairly steady until August 1, but turned
downward in August and losses ranging up to 214 points tock place between
the early part of the month and August 27. There was an irregular upward
reaction of as much as three-eighths of a point between August 27 and Septem-
ber 1.

Various external factors influenced the market during the latter part of
this period, and undoubtedly increased its vulnerabilitv to the disadvantages
of the tender method. The main influence was the Ethiopian crisis, not yet
at its peak, but already a disturbing factor. Some thought was also being given
to inflation particularly in regard to certain aspects of the omnibus banking
bill then before Congress, and to the administration pressure on Congress to
dispose of several other measures by passing them as quickly as possible in
order to speed up adjournment.
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DETATILS OF INDIVIDUAL OFFERINGS

1. July 28, 1934—$100 million 3-percent Federal Farm Mortguge Corporation
bonds of 1944—49

These bonds were an additional series of the issue originally dated May 15,
1934, and of which there was a total of $171,036,400 outstanding on June 30,
1934. On that date the total guaranteed debt amounted to $680,767,817, includ-
ing $234,814,667 Reconstruction Finance Corporation notes, $134,318,950 Home
Owners Loan Corporation bonds, and $140,597,800 other Federal Farm Mortgage
Corporation bonds.

Immediately preceding the offering, the market had been quiet with a some-
what irregular tendency. Guaranteed obligations were firm, but turned easier
after the announcement. The books closed on July 25, having remained open
3 days to permit full opportunity to subscribe, and by this time the issue had
declined about one-half point. Other guaranteed issues were three thirty-
seconds to eight thirty-seconds lower. Total bids of $195,081,600 were received,
and a total of $100,260,300 was accepted at an average price of 100.559.

Price range
Accepted tenders:

High________ _ 102.250

Low — 100. 438

Average — *100. 559
Market price:

Close July 22_ —_—— 101532

Low while books were open._ 10021452

12.92 percent to call date.

On July 26, all markets turned downward after the assassination of Chancellor
Dollfuss, and the Federal Farm Mortgage Corporation 3s closed at 99314 bid.
There was a rally of about one-fourth of a point on the following day, but prices
of all U.S. issues declined sharply, and during the next 2 weeks the Federal
Farm Mortgage Corporation 3s fell to 983%g bid (on August 11).

2. August 6, 1934—$50 million each of 1Y4-, 1% -, and 2-percent Home Owners
Loan Corporation bonds of 1936, 1937 and 1938

These were new issues of short-term bonds, and the only other guaranteed
Home Owners Loan Corporation issue outstanding was the 3-percent bond of
1944-52, of which there was $283,546,000 outstanding at the end of July.
Prices of both direct and guaranteed issues had been weak, following the assas-
sination of Chancellor Dollfuss on July 25, and on July 26 there had been a
drop of nearly a point, with a slightly Jower tendency in evidence during the
following week. After the announcement of this cffering, quotations of guaran-
teed issues declined one thirty-second to five thirty-seconds further.

Total bids of $233,126,600 were received for the three series combined, but only
$127,111,100 were accepted, the Treasury announcing that lower bids were
not in line with market conditions. The prices of the issued bonds were as

follows :
High Low Average Average
yield
Percent
101. 509 100. 411 100. 677 1.16
101. 130 99 99. 931 1.77
101. 035 99 99. 962 2 01

Yields on Treasury notes of roughly comparable maturity were as follows
(closing bid prices August 8, 1934) :

Percent
2 years (Aug. 1, 1936) .. I . 0.7
3 years 115 months (Sept. 15, 1937) o __ 1.59
3 years 10% months (June 15, 1938) . _ e 1.77

Prices moved upward sharply (as much as 1% points for Treasury bonds)
from August 11 to August 17, and the new Home Owners Loan Corporation
issues gained about five-eighths of a point during this period. However, there
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was renewed weakness as selling increased from August 17 to August 30, but
the Home Owners Loan Corporation issues stood up well in the market, declin-
ing only about one-fourth of a point net compared with one-half of a point to
one point for Treasury notes and bonds.

3. May 27, 1935—3100 million (additional) 3-percent Treasury bonds of 1946-48

The Treasury announced an offering by tender of the 3s of 194648, of which
$82,507,900 had been sold in June 1934. An excerpt from the New York Times
of May 27, 1935, indicates the Treasury’s position regarding the tender method:

“Treasury officials are understood to believe that the sale of bonds to the
highest bidders will prove less disturbing to the money market than the former
policy, and aiso that the Government will obtain the money it needs at a mini-
mum cost. Under the policy of selling the bonds at stated figure it has been
necessary for the Treasury so to gage the market’s appetite as to assure the
success of an offering, with the result that the interest rate has been slightly
above the market.

Another explanation is that the Treasury is seeking to avoid the marketing
of further issues carrying different interest rates than bonds already outstand-
ing. The moment is considered opportune for the test of an offering of the type
announced, as Government bonds have been enjoying a rising market.”

The market had shown an easier tendency just prior to the announcement,
and considerable price weakness resulted from it, although offerings were not
large. The outstanding 1946-48s declined from 10327 to 103105 during the
3 days that the books were open. The rest of the market also moved lower,
although short-term bonds showed only minor losses. Total bids of $270,027,000
were received, and while a larger oversubseription had been expected, the opera-
tion was officially considered successful. Accepted bids ranged from 1032649
to 103%42.

4. June 24, 1935—8$100 million (additional) 3-percent Treasury bonds of 1946-48

Between May 29 and June 22 a moderate but steady improvement in prices
occurred. The 1946-48s gained fourteen thirty-seconds. Other long-term bonds
improved six thirty-seconds to nineteen thirty-seconds, while short-term bonds
advanced about three-fourths of a point. On June 24 an additional $100 million
of the 3-percent Treasury bonds of 1946-48 were offered. 7The closing price
prior to the announcement was 10320432, the bonds remaining practically un-
changed at this price throughout the 3-day period that the books were open.
Tenders received for this offering were much larger in volume and at prices
closer to the market than the previous offering. The shock of novelty appeared
to have worn off and other influences on the market were more favorable. At
the time of the first offering many dealers were said to have gone techuically
short of the 1946—48s, later purchases of the bonds causing a rally in price, but
in this instance it was believed that few dealers were short. Bids totaling
$461,841,000 were received, of which $112,669,000 were accepted at prices ranging
from 1031745 to 1032449, or an average of 1031940,

5. July 15, 1935—§$100 million (additional) 27;-percent Treasury bonds of
1955-60

Between June 26 and July 15 the long market was firm and somewhat higher.
During this period, on July 8, there was a cash issue at par and accrued interest
of $300 million 1834-percent Treasury note of series B-1939 (due December 15,
1939). The coupon rate was looked upon as a new low for this type of financing.
Subscriptions aggregating $2,970 million were received and dealers reported a
consistently strong demand for the new notes on a when-issued basis at prices
ranging from 100 16732 to 100 20/32.

The announcement July 11 of a probable additional offering on a tender basis
of 27%-percent Treasury bonds of 1935-60 (the longest bond in the market, of
which $2,304,102,800 were already outstanding as of June 30) was well received
by the market, although the price of this and several other long term issues
declined several thirty-seconds. From July 15 to July 17, while the books were
open, the price for the 1955-60s remained practically unchanged at 101 20/32,
although the rest of the market advanced from 1/32 to 5/32. This offering was
considered successful, total tenders for the country amounting to $510,958,000.
The tenders varied in price from 101 27/32 to 101 19/32, the average being
101 19/32.
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6. July 29, 1935—$100 million (additional) 27%-percent Treasury bonds of
1955-60

Prices of all direct Treasury issues were little changed between July 17 and
Juiy 29 when the sale by tender of an additional $100 million 27-percent bonds
of 1955-60 was undertaken. This offering, although received less enthusiasti-
cally than was the similar offering 2 weeks earlier, influenced prices only slightly.
While the books were open the market remained steady with nominal changes
only, the 1955-60s selling at 101 20/32 high, 101 19/32 low and closing on July 31
at the latter price. Tenders aggregating $320,981,000 were received, as com-
pared with $510,958,000 at the previous offering. The price range from 100 17/32
to 101 24/32, with an average of 101 18/32.

7. August 12, 1935—38100 miilion (additional) 2%-percent Treasury bonds of
1955-60

Between July 31 and August 10 there was little demand for the longer issues,
prices declining up to one-half point, although the short bonds were unchanged
or only slightly easier. Apparently many of the 2%-percent Treasury bonds of
195560 received on the offering dated July 29 still remained on dealers’ shelves.
Pollowing the announcement on August 12 of another issue of $100 million of the
1955-60s, the market turned weak. There was some apprehension reflected in
the market at this time as to both the frequency of offerings and the total
amount intended to be raised by this method, and losses up 13/32ds were re-
corded by the general list. Moreover, as little buying interest was being shown
in the market for the longest bonds, the market voiced objections to the addi-
tional offerings of 1955-60s, which was by far the largest Treasury issue out-
standing and also the longest term. While the books were open, August 12-14,
the price for the 1955-60s declined from 101 5/32 to 100 27/32. 'The average
price of the bonds issued was 100 25/32. Total tenders of only $147,264,000 were
received, by far the smallest on any of the Treasury bond offerings.

During this period when the Treasury raised $307 million through the three
reopenings of this issue market weakness resulted in Treasury purchases in
the market of $74 million of the 27s, or almost a quarter of the total.

8. August 26, 1935—3100 million (new series) 1lh-percent Federal Farm Mort-
gage Corporation bonds of 1939

Under unfavorable market conditions, prices having declined almost steadily
for the preceding 2 weeks, $100 million 1%-percent bonds of the Federal Farm
Mortgage Corporation were offered on a tender basis on August 26. Weakness
continued between August 26 and 28 while the books were open. The issue was
not successful, only $85,592,000 total tenders being received, of which $85,172,000
were accepted. Prices of the accepted tenders ranged from 100 to 98, averaging
99, and affording an average yield of 1.762 percent. Comment in the press was to
the effect that the coupon rate had been shaved too close. No comparable issue
of farm mortgage bonds was outstanding at the time, although at market prices
two Treasury note issues with 1939 maturities yielded approximately 1.30 per-
cent, and the 134-percent Home Owners Loan Corporation bonds of 1939 yielded
1.61 percent.

The new issue was quoted in the market at 99 13/32 bid on August 30 and ad-
vanced with the general market during the next few days to sell around 99 26/32.
The balance of $15 million, for which no tenders were received, was sold privately,
through regular market channels, between October 8 to 14, at prices ranging from
100 to 100 2/32.

Secretary Axperson. We will certainly explore it further, sir.
Representative CorriN. You end your statement by saying:
Improvements of the processes and mechanisms of the Government securities
market will in no way solve our problems of fiscal imbalance—
with which T agree. But it is my feeling that you may have overstated
your case when you went on tosay :

Nor can they correct their problems of too much short-term public debt, of our
need for continuous flexibility in our approach to monetary policies, of obtaining
a volume of savings which will match our expanding investment needs, or of
the cyclical instability of our financial market.

38563—b59—pt. BA———6
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These things we have been talking about, the possibility of the
Treasury purchasing securities; perhaps the possibility of auction—
although the effect of that we would not know until we tried it; swap-
ping; some of the reforms that you mentioned in your statement ; pos-
sible margin regulations; repurchase agreements. Would not these
things, although they may not bulk large, any one of them, these var-
ious mechanisms and processes, if successful, have a very definite ef-
fect on your ability to get out of too much of a short-range debt?
Would they not help in giving you the power to achieve greater tlexi-
bility? Would they not help to some extent in fighting cyclical in-
stability? And if you were successful in them, would they not also
have an effect on savings available, which might then be put into the
market, which are now kept out because of the violent fluctuations?

Secretary ANDERsON. Probably better terminology would have been
if we had said that they cannot, within themselves, correct our prob-
lem. Anything which we can do to improve the market is an advan-
tage, might very well help in distribution, might very well help in a
number of ways.

The point we are making here, that T had in mind at the time of
the statement, was that in certain market conditions at the moment,
if we maintained the ceiling on the interest rate to which we can go
for longer securities, we will still, by the very passage of time, have
the maturities always shortened; that what we need to do, of course,
was to have a greater flexibility in this regard.

In-ofar as savings are concerned, if we can rid the country of a
belief that we are going to have a continuous inflationary problem,
then I think the volume of savings will rise.

Representative Corrin. I agree that that is very important. But
I think that the way your statement came out, you downgraded the
use of all of these tools and mechanisms we have been talking about
a little too much. I appreciate your candor in saying this.

Secretary A~pErsoN. It was not intended to, and perhaps the
grammar could have been better.

The Caamrman. Congressman Widnall?

Representative WIpNarL., Secretary Anderson, there are presently
pending in the Congress billions of dollars of new spending schemes.
Conceivably, if Congress were to spend $10 billion more than pres-
ently budgeted, what effect would that have on prices, credit, and
interest rates, in your opinion, if there were a large excess of ex-
penditures over budget receipts, and particularly so large that we
could only go borrow the money ?

Secretary AxpersoN. The extent to which we borrow the money
would inecrease inflationary pressures. Some of the borrowings
would undoubtedly come out of the hands of true savers, some of it
cut of the hands of banks, and some of it might very well be foreed
into the hands of the central bank. To the extent that you have to
borrow from those types of institutions, you would build up infla-
tionary pressures and Increase costs.

Representative Wipxarr. You presently have a tightening money
market, which is indicated by your difficulty in floating Government
loans. Certainly additional spending would create additional pres-
sures in bidding for services and in bidding for materials. Does that
not inevitably cause inflation?

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



EMPLOYMENT, GROWTH, AND PRICE LEVELS 1163

Secretary Anperson. It would ecause increased price levels.

Representative Winvacurn. Increased prices?

Secretary ANDERSON. Yes.

Representative WipnaLL. You said in your statement:

Appropriate current governmental policy to promote growth must be con-
gistent with long-range objectives and not resort to quick expedients that ¢n-
danger sustainable development.

Do you have in mind particular matters when you say “quick ex-
pedients”? Do you have any particular programs that you would
characterize as such?

Secretary AxpersoN. I am talking about such things as this. A
year ago, when we were wrestling more with the problem of recession
than inflation, there was a great deal of discussion in our country that
perhaps, in order to restore a high level of business activity, we had
to have very large tax veductions or very large expenditures, or some
of both. It is my own judgment that had we at that time improvi-
dently gone too far in either direction, we would now have a greater
problem than we are currently confronting.

In any particular cycle in which we are, while there may be very
honest differences of judgment and differences of opinion, all of
which T respect, one in making up his own mind must say to himself,
what do 1 *ccompliQh by this technique today, and what is the loncr-
range effect or impact if the economy moves in accor dance with the
way I believe that it will move?

T am simply trying to point out here that we must judge each of the
fiscal or monetary mstrumentalities of our Government, both with
reference to its immediate and its long-range impact.

Representative Wipnarn. I notice, in attempting to analyze your
statement, Secretary Anderson, that there seems to be quite an admin-
istration emphasis on research and development. In placing that
emphasis, is it not with the thought that through that you create the
job opportunities of the future, the employment of the future, rather
than just a holding operation trying to maintain the status quo?

Secretary Anperson. No; what all of us want in this country is
progress, and progress comes about to a large degree because of
technological advances, because of our capacity to do new and dif-
ferent things and to utilize our resources more efficiently and more
profitably.

Representative Winxarr. Is not our growth materially affected by
the many Government programs which we now have enacted that are
just trying to maintain the status quo? T am thinking now about the
farm subsidy program, and some of the activities of reﬂfulatorv agen-
cies, and trade restrictions. TIs that not so, that our national Orrowth
is mater 1ally affected by those restrictions?

Secretary Axprrsox. Without referring to any specifics, histori cally
people have a practice of developing a tec‘mlque because of a particu-
far set of circumstances. Then we are rather reluctant sometimes to
review circumstances as they change, to see whether or not the policies
which we adopted at a prior time in hlstory are still valid.

It seems to me that progress is another way of saying that we must
adapt ourselves to chfmne Change means whatever 1s desirable in
order to bring about OIP‘ItPI‘ use of the human material resources of
the country, o out of which true growth is made.
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Representative Wionarn. With adaptability and flexibility, then,
we can have more material growth than we have had in the past. We
have had too many frictions encouraged to last too long,

Secretary Axprrsow. I think adwptablhty, flexibility, and willing-
ness to make change, s a necessary ingredient.

Representative VWipyaLL. Is the great rate of growth in the country
materially affected by the emphfms on leisure, by The encouragement of
more and more loisure? That is a tough question, I know. It pro-
vides recreational employment, I suppose. Is our national growth
affected by some emphasis on leisure as against Russia’s national
growth?

Secretary AnpErson. Let me say that if one tries to relate leisure
time in this country to the philosophy of the Russians, if one should
adopt a belief that the way in which you get a maximum growth in
this country is to have a regulation of everybody’s activities in every-
thing that they do, then we are surrendering the very thing we are try-
ing to preserve, and that is the freedom of our country.

There may be all shades of opinion as to whether or not people work
long enough hours and that sort of thing, but when you finally get
down to 1t, 1t is purely a question of w hether or not we utilize to the
best and most effective and eflicient manner possible capacity of how

many beings for making things out of the material resources of the
Nation.

Leisure is a part of the human experience that we would not want
to give up.  On the other hand, the discipline of a free people requires
that we, within ourselves and within our society, maintain some kind

of reasonable balance between our periods of work and the times that
we rest.

Representative Wip~naLL. Ijust have one more question.

Our growth, too, I take it, 1s materially affected by the willingness
of the prlvate individual to save, and also by his wﬂhngnecs to pay
increased taxes to meet the demands of the day. Are those not two
things that should be emphasized ?

Sscremry Ax~person. Certainly we have to have capital formation
in real terms, and that comes out of savings. The extent to which we
have to have tax money depends upon the needs of our country. If
we could find a period in which we would have no fears of any kind,
certainly it wonld be more desirable that we devote a larger portmn
of our national income to something other than the implements of
defense, because the best use you can ever make of them is not to use
them at all.

But on the other hand, we have to live with the fact that we have a
period of force, in w hich there is probftbl‘, going to be a continuation
of tension. To that extent I would reiterate the philosophy I ex-
pressed to Senator Javits. It seems to me that then a country must
say to itself, are we doing all we have to do, and as much that is
desirable as we can afford to do at any given time?

Representative Wionvarr. Thank you, Mr. Secretary.

Representative Reuss. Mr. Secretary, I would like to button up our
colloquy on the sense-of-Congress amendment.

I gather from your testimony that you favor what you call properly
“flexibility,” whereby the Federal Reserve should be _encouraged to
buy bills, certificates, notes, or bonds, as 1t deems wise, unfettered.
That goes to the words “of var ying maturity.”
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Your objection seems to boil down to the idea that there might be
2 depression, and that the Federal Reserve, if directed to increase the
money supply by buying U.S. securities, might not be able to increase
it fast enough.

Just sitting here, I have jotted down a proposed addition to that
sense-of-Congress resolution as follows:

Provided, That if in a depression, the money supply cannot be expanded suffi-

ciently rapidly by purchase of U.S. securities, the Federal Reserve should not
consider itself confined to this method.

I would be very hopeful, Mr. Secretary, that you would agree that
this additional ]anguafe answers the one objection that you have been
able to state. What I ask is that you think it over during the week-
end, and let me know. If it does meet your objection, I will say right
now I will be delighted to éo to Mr. Mills, the chairman of the Ways
and Means Committee, to Speaker Rayburn, and whoever, and give
my view that that language in no way weakens the “sense” resolution,
and that it does seem to meet your objection.

I hope you will think it over.

Secretary Anperson. Congressman, I will think it over, but may
Isay frankly I do not want to leave the impression that this is the sole
problem which confronts me. It seems to me, one, that we are dealing
here with the problem of debt management, that if the Congress is
going to change the way in which the Federal Reserve System operates,
it ought to be done by resorting to changes in the Federal Reserve
Act, and that any attempt to change their modus operandi in a debt
management bill raises this veiled worry about why do it in a debt
management context. .

Representative Reuss. If you could set forth the objection you gave
this morning, plus the objection which you give now, that it should
be in Federal Reserve legislation, and make it part of the record as
soon as possible, it would be very helpful to all of us.

(The statement referred tois as follows:)

In judging the appropriateness of a “sense of Congress” action relating to
the techniques of monetary policy, the single most important consideration in-
volves the impact of such action on public confidence. Informed observers both
at home and abroad are deeply concerned as to whether the action would be
construed as working in the direction of restricting the ability of the Federal
Reserve System to promote our vital economnmic objectives by pursuing flexible and
appropriate monetary policies.

It i for this reason that I told the House Ways and Means Committee, when
the Metcalf amendment was initially congidered, that one of the most important
factors to keep in mind was the interpretation of the meaning of the amend-
ment on the part of responsible participants in financial markets, including in-
vestors in Government securities and all other fixed dollar obligations, foreign
central banks, and everyone else who has an important stake in the soundness
of the American economy.

According to the information we have received, the reactions in these quarters
have been predominantly unfavorable. Concern has been expressed that flexi-
bility in the administration of monetary policy would be impaired and that this,
in turn, would raise doubts concerning the determination of the U.S. Govern-
ment to pursue sound financial policies in the future.

The additional wording suggested by Congressman Reuss in these hearings
would be aimed at making it clear that the System would be free to reduce
member bank reserve requirements if it deemed necessary to combat recessionary
tendencies in the economy. It is my judgment that the addition of such language
would not be sufficient to allay the fears already expressed concerning the im-
plicationg of the amendment.
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Part of the concern over the implications of the Metcalf amendment stems, I
think, from uncertainty as to whether the amendment is permissive or manda-
tory. In view of the fact that the Federal Reserve System is directly responsible
to Congress, it is not surprising that a number of observers view the amend-
ment, if not as a directive, as a strong congressional presumption relating to
the manner in which the instruments of monetary policy are to be utilized.

There is, of course, no doubt about the authority of the Congress to issue
specific directives to the Federal Reserve System. The important question, how-
ever, relates to the nature of such directives: whether they should pertain to
the actual use of credit control instruments, or whether they should be broader
in nature. In this connection, I would respectfully call the comnmittee’s atten-
tion to the conclusions of your Subcommittee on Monetary, Credit, and Fiscal
Policies in 1950 :

“It appears to us impossible to prescribe by legislation highly specific rules

to guide the determination of monetary and debt management policies, for it is

impossible to foresee all situations that may arise in the future. The wisest
course for Congress to follow in this case is to lay down general objectives, to
indicate the general order of importance to be attached to these various objec-
tives, and to leave more specific decisions and actions to the judgment of the
monetary and debt management officials * * *” (pp. 27 and 28 of subcommittee
report).

This conclusion, which was reached after a thorough and comprehensive
study of monetary, credit, and fiscal policies, seems as valid today as in 1950.

Moreover, the legislation pending before the House Ways and Means Com-
mittee relates primarily to debt management. If, within the context of this type
of legislation, there are amendments that would normally pertain to the Federal
Reserve Act, additional doubts may be generated as to the reasons underlying
the amendments. Such doubts can contribute to instability in finanical markets.

In view of the fact that concern over the Metcalf amendment stems not just
from the language, but from several more basic considerations, I do not believe
that the additional language suggested by Congressman Reuss would in itself
be sufficient to allay the fears that have been expressed concerning the impli-
cations of the amendment.

If the Metcalf amendinent, or the suggested changes in language in it, has no
meaning, there is no reason for it. If it has meaning, we must be concerned
about it.

Secretary Anperson. May I say again that I feel a primary obliga-
tion to make these statements to the House Ways and Means Commit-
tee, but to the extent that I can do so, I would be glad to elaborate
upon 1t.

Representative Reuss. Thank you, Mr. Chairman.

The Caamman. Mr. Reuss, I do not want to project myself unduly
into this discussion, but perhaps we could remove some of the mental
doubts and uncertainties of the Secretary by having this resolution
that was passed out, not merely a new resolution, but an amendment to
the Federal Reserve Act, and therefore this would meet your technical
(Abj ection that it should be considered as a part of the Federal Reserve

ct.

I understand that Congressman Curtis wants to make some com-
ment on Congressman Reuss’ statement.

_ Representative Curris. Yes, and I want to ask permission to make
1t while you are still here. It is a very limited statement.

In regard to this so-called Reuss amendment, the attitude of myself
and many of us is that if we can cut the thing down to where it says
nothing, then we will go along with it. But if it means anything, we
are opposed to it. The question that worries us now is that it might be
Interpreted to say something.

Representative Reuss. It surely does mean something.

Representative Currrs. Our opinion is that probably it does not say
anything, and if that is so, we are not too concerned. But essentially,
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I would say that it surprises me that the gentleman from Wisconsin,
being a member of the Banking and Currency Committee, would want
to give to the Ways and Means Committee this jurisdiction. Frankly,
we do not want it. We would prefer to deal with that debt manage-
ment as best we can and leave to Banking and Currency the question
of amending the Federal Reserve Act.

Representative Rutss. 1 was just trying to be helpful.

Representative Parman. Mr. Chairman, may I comment briefly on
what Mr. Curtis said ?

I can see why Mr. Martin does not want this language. A number
of times before this committee, one time in particular in 1954, Mr.
Wolcott was chairman of the Joint Economic Committee, and some-
thing was said about the relationship between Congress and the Fed-
eral Reserve. Mr. Martin said that we were the servants of Congress,
and Mr. Wolcott said, “Well, let us consider, instead of the master
and servant relationship, it is a principal and agent.” And we dis-
cussed it from that standpoint.

Therefore, bearing in mind what he actually believes in relationship
here to the sense of Congress, the words “sense of Congress” would
obligate him just as much as if we were to enact it into law. I think
that is the reason he does not want this sense-of-Congress resolution.

Senator Busu. Do you bear with the sense-of-Congress resolution
rather than enacting legislation ?

Representative Parman. I will take it any way you can get it.
And right now I think the best answer to the Ways and Means 1s that
I am perfectly willing for our committee to give them the jurisdiction.

Representative Curtis. The whole jurisdiction ?

Representative Parman. Of the “sense” resolution.

Representative Curris. How about our taking the Federal Reserve
Act into our jurisdiction ?

4 Representative Parman. If you will do more about it than we are
oing.

Thge Crarman, Mr. Secretary, the questions which have come from
the Democratic side of this table I think clearly indicate that what
we want is more competition in the Government bond market instead
of less, as we have sometimes been charged with favoring. The ques-
tioning of the Congressman from Texas, and Congressman Reuss and
Congressman Coffin was all directed at having a more competitive
bond market. This, I think, needs to be emphasized.

Now, it is true, is it not, that before any appreciable bond issue is
floated by the Treasury, the Treasury recalls in advisory committees
from the American Banking Association and the Investment Bankers
Association, and upon occasion from the mutual savings banks and
from insurance companies ?

Secretary Anprrson. That is correct, and on occasion from the sav-
ings and loan institutions.

The CramrMaN. Yes.

And some of the mechanism of these operations is described in the
hearings of the subcommittee of the House Committee on Govern-
ment Operations, held in 1956. I have gone over those hearings very,
very carefully, and I think the following statement is correct. I am
going to take the record of the American Bankers Association as the
type, because it is more carefully kept and more fully recorded.
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The committee selected by the president of the American Bankers
Association meets at the Treasury. Problems of the Treasury are
outlined to it. The advisory committee then meets by itself and comes
in with a recommendation. The Secretary of the Treasury, or the
Under Secretary acting for him, then appears, does not make a definite
commitment, but states that he will take the opinions under considera-
tion. Advice is generally solicited from the Investment Bankers As-
sociation at the same time as from the American Bankers Assccia-
tion, and sometimes from these other groups.

Is this not a substantially accurate record as to what happens?

Secretary Axperson. Substantially, yes, sir.

The Crarman. On pages 12 to 16 of the House hearings to which
I have referred, the Ainerican Bankers Association furnished for the
record the accounts for each date of hearings, consisting first of the
problem of financing which they faced, the committee recommenda-
tions, and then the Treasury decision.

I have tabulated those recommendations and decisions. I find that
in the year 1952, the Treasury accepted the exact advise of the Amer-
ican Bankers Association on 11 occasions, that in one instance they
accepted the advice with only minor changes. In seven cases they re-
jected the advice. Or, if I can divide, this means that the advice was
rejected in 37 percent of the cases.

In the 3 years from March 20, 1953, to February 29, 1956, the Treas-
ury accepted the advice of the American Bankers Association in 24
cases, in 9 cases accepted the advice with only very minor modifica-
tion, in 3 cases accepted the advie with major changes, and in 5 cases
rejected the advice.

‘With each meeting, I think I should say, there were several recom-
mendations, and we are taking the total recommendations.

Again, if 1 can divide, since 6 recommendations of 45 were rejected,
this comes to 12 percent instead of the 37 percent rejected in the year
1952.

In view of the fact that the ultimate decision of the Treasury in
such an overwhelming proportion of the cases could coincide with the
recommendations of the American Bankers Association, can it be
said that the rates and terms which you fix are truly competitive, or
would not a better term be that they are collectively bargained rates or
negotiated rates? And if I may make this illustration more vivid,
suppose that we have a country X—and I am not refering to any one
eountry, so I hope there will be no international or internal implica-
tions in what I say. Suppose you have a country X which has a labor
government, and that this labor government employs a third of the
people; that the secretary of labor fixes the basic wage rate periodi-
cally, and before he {ixes a wage rate or decides what the competi-
tive wage rate is, he calls upon the equivalent of Mr. Meany or Mxr.
Reuther or Mr. George Harrison to send a committee up and advise
him; and they advise him that the wage rate should be increased,
let us say, by 9 cents an hour; and upon due consideration, after tak-
ing this advice, in from 63 to 88 percent of the cases, the secretary of
labor decides that wages should be increased by 9 cents an hour.

Under those conditions, could it be said that the wage rate fixed
by the government was a competitive rate, or would it not be a nego-
tiated rate, or a collectively bargained rate ?
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I think every financial reporter in the United States would spew
out the idea that this was a competitive rate of wages.

‘While I address this question not to them but to you, T would like
to ask you how you can say that it is a competively determined rate
when this was arrived at after taking into account the opinions of the
American Bankers Association, the Investment Bankers Association
and, so far as our records show, coming to an agreement in approxi-
mately 80 percent of the cases.

May I say I am going to ask the staff to request from the American
Bankers Association, because I understand the Treasury does not keep
a record of these things, some material from the conferences from
the 29th of February until the present date. (See pp. 1225-1230.)

That is a rather heavy broadside that I shot at you, but it is crucial,
and I think it goes to the heart of the subject. It is dictated by the
desire of those of us on this side of the table, at least, to have a com-
petitive money market.

Senator Busn. Senator, would you yield right there ?

The Cmairman. I have no imputations as to what anyone else be-
li?ives. T am merely summarizing the opinions of those of us on this
side.

Senator Busu. I just wondered whether the Senator, as long as he
has all those dates of meetings, had the results of how far the issues
were oversubscribed or undersubscribed in these particular things?
That might also indicate whether a correct decision has been made.

The Cwarrman. I think they are nearly always oversubscribed.
Senator Bush, I do not have the huge resources which either the
Treasury or the Republican National Committee has. We sacrificed
some hours of sleep to get these done.

Senator Busa. How about the Democratic National Committee ?

The Cuarman. We are very much undermanned.

Now, Mr. Secretary, this is a potent question I have addressed to
you, concerning whether this is a negotiated or collectively bargained
rate, rather than the competitive rate it was described to be by Mr.
Humphrey in his egg analogy. I do not accuse him of being an
egghead, however.

ecretary AnpersoN. The practices to which the Senator referred
were inaugurated, according to my information, by Secretary Mor-
genthau a good many years ago.

The Caamrman. Yes, in wartime; and in wartime this is necessary.

Senator Busu, There is a cold war now.

Secretary AxprrsoN. These committees are selected without any
consultation on the part of the Treasury by the respective organiza-
tions.

The Cramrman. Let me say to you that if Mr. Meany ever sent a
committee out, his secretary of labor would not dictate who comprised
his committee. Mr. Meany would select the committee.

Secretary AnpersoN. Each of these committees is given, as the Sen-
ator stated, various information with reference to a particular financ-
ing problem which may be imminent, and sometimes information
concerning problems which we face a month or so ahead. This is
not any information which is not otherwise available to the market.
They are not given any special information. It is merely a summa-
tion of factors.

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



1170 EMPLOYMENT, GROWTH, AND PRICE LEVELS

Prior to any meeting of this group, the financial analysts and
writers in the country are fully aware of the kinds of problems which
the Treasury faces, and they make their own analysis all across the
country. When one is given a stated problem in financing, in most
instances there is not a great deal of room for various differences of
judgment. There is a common body of knowledge, particularly
among the people who constantly deal in finanecial matters, which
would lead to relatively close matters of judgment.

In the case of the Treasury, the staff of the Treasury works in a
very concentrated way on these problems before the meetings. We
also get any ideas the IFederal Reserve people have. We have many
discussions. Sometimes the conclusions that we arrive at before any
of the meetings are held coincide with the kind of judgments that we
receive. Sometimes they do not. We do not advise them of that.

The Cramaax. Mr. Secretary, we do not have the record since
February 29, 1956, but the record prior to that time indicated that
afrer March 1953, in the overwhelming proportion of the cases, the
finnl decision did agree with the recommendation.

Secretary Axperson. That doesn’t mean we accepted their advice.
It is not a question of negotiation. It is merely a reflection of the
fact that with a given market problem, there was not too much differ-
ence in judgment about it.

Frankly, the thing we are most concerned about is not the exact
rates, although at times we may arrive at the same conclusions, but
rather getting judgments as to the existence of markets for various
types and kinds of securities—how much can be sold in what maturity
area, and so forth.

We therefore try to take into consideration not just the kind of
counsel which would come from those committees, but the kind of
counsel which we would gather from a great many other market
analysts, from all of the data which we have at hand, and from a con-
tinuous group of conversations that go on day after day with people
who express some interest in various kinds of markets that exist in
the country.

The final judgment in these things, although it may at times coin-
cide with some judgments which we have given, nevertheless is finally
determined only by the Treasury.

If we did not get an oversubscription to these securities, I think
generally it would be regarded in the market as a failure.

The CmamemaN. I brought in this question of oversubscription
merely to meet the objection of the Senator from Connecticut.

Secretary ANpErRsoN. Yes.

Senator Busu. You did not bring in the information I asked for,
though.

The Cuarman. Well, that could be supplied.

By the way, can the Treasury supply for the Senator from Con-
necticut and the Senator from Illinois the record as to the degree to
which these issues have or have not been oversubscribed ?

Secretary Anperson. Oh, yes.

Senator Busu. And the extent of it.

The CaarrManN. I think the record will show that they have almost
invariably been oversubscribed in very large amounts.
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Senator Busu. That would be, as the Senator said, the normal
thing to expect ; else it would be greeted with failure.
(The material requested is as follows:)

The attached table 4 from the June 1959 Treasury bulletin presents data on
total subscriptions and amounts issued on all Treasury offerings of marketable
securities (other than regular weekly Treasury bills) from 1953 to date. Table
4 indicates that the amount of cash subscriptions for new Treasury certificates,
notes, and bonds has varied from 114 times the amount issued, to slightly more
than seven times the amount issued, with an average of three times. All sub-
scriptions received in an exchange offering are, of course, allotted in full.

The extent of oversubscription to a new Treasury issue does not necessarily
measure the market’s appraisal of the attractiveness of the terms of that issue.
The extent of oversubscription merely indicates the sum of all the guesses by
buyers as to what total subseriptions might be.

Oversubscriptions to Treasury cash issues are expected by those who buy
and have been a common occurrence for many years. In the 8 years 1933-40,
for example, subscriptions ran from 1% times allotments to 38 times, with an
average for the entire period of about 7 times. In each cash financing the
Treasury always announces in advance the approximate size of each new issue
which it is offering. This is a decision which is arrived at only after a careful
nationwide survey of approximate investor demand for various alternative
types of offering. The Treasury always announces the approximate size of the
offering (subject to customary overallotment of up to 10 percent or so) so that
investors will make their decisions in full knowledge of the size of the total
supply being placed on the market.

If a potential buyer wants $1 million of a new issue, for example, and the
general discussion in the market indicates to him that he would guess there
might be four times as many subscriptions as actual allotments (that probably
only about 25 percent of total subscriptions will be allottcd) he may then
enter his subscription for $4 million. He would prefer to buy h's $1 million
of new bonds directly from the Treasury so he is willing to bid for more than
a million dollars to make sure. He knows that he can always make up any
deficiency by buying more of the bonds in the open market later on, but if the
issue is attractive he reasons that he can probably do so only by paying a
premium which, of course, would lessen the attractiveness of the security to
him. He knows also that if it turns out he subscribes to too many bonds, and
that is true of other investors, he may have to sell the excess at a loss, so he
wants to base his subscription on the best possible guess as to what the actual
results of the offering will be. He would be the most surprised man in the
wo>1ld if the Treasury decided to accept his subserintion in full.

The Treasury prices its new issues so that they are slighily more attractive
to an investor than the return he would get if he bought an outstanding issue
in the market at the same time. The margin hetween an interest yield that
attracts buyers and results in a heavy oversubscription on a given day as
against a yield that might cause the issue to fail, in terms of being fully sub-
scribed, is very narrow. It is the market price behavior, therefore, of a new
Treasury issue once it is available for trading which is the most important gage
of whether it is attractive to investors or not, once it has been determined that
subsecriptions have been received at least equal to the amount being offered.
Market price behavior can, in turn, be measured in two ways—with reference
to its own issue price, and with reference to the market trend of outstanding
issues of comparable maturity.

There are many cases in recent years where heavily oversubsecribed issues
have fallen below par when first quoted in the market. One example was
the Treasury’s cash offering in September 1957 of approximately $14 billion to
the public of 12-year 4 percent bonds. The amount of subscriptions tendered
for these honds was $414 billion, yet the issue was quoted at only a small
premium immediately after the subscription books were closed and fell below
par within a few days. In the market environment of the time any sustained
demand for more than $1% billion of these securities would not have depressed
the price in this way. Actually, in this case, enough purchasers expected an
even lower allotment percentage and received more bonds than they expected to.
The resulting sales in the market pushed the price down. Small subseribers,
of course, are protected by the Treasury so that they always get full allotment’
{in this particular case subscriptions up to $50,000 were allotted in full).
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The size of oversubscription in the case of a bill auction—as compared with
certificates, notes, and bonds where the Treasury fixes the price——can also be
deceptive if a large number of bids are submitted at very low prices on the
chance that they might possibly be accepted, in which case a quick profit could
be realized by dumping them in the secondary market,.

The extent of oversubscription on Treasury bill issues has also varied widely.
Data on tax anticipation bills and other bills outside the regular weekly series
are also contained in the attached table 4. They reveal a variation in ratio
of subscriptions (tenders) to accepted bids ranging from bare coverage (1.1
times) to about 334 times.

Data on weekly bill auctions are shown for recent months in the attached
table 2, also taken from the June 1959 Treasury Bulletin. The ratio of sub-
scriptions to accepted bids in the shorter bills shown in the table varied from
a little less than 114 times to about 214 times.
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TaBLE 4.—Offerings of public marketable securities other than reqular weekly Treasury bills
[Dollars in millions}]

Date sub- Amount of sub- Amount issued
scription scriptions tendered Allot-
booksopened | Date of issue Description of security ¥ Period to final maturity ment
or bill (years, months, days)# ratio
tenders Cash 3 Ex- For In ex-
received change cash 3 | change#
Feb. 2,1953 | Feb. 15,1053 | 2}{-percent certificate, Feb. 15, 1954 A ... eeoooooocacnaaan 1yeare oo $8, 114 $8, 114 } 100
..... do___..___{ 2l4-percent bond, Dec. 15, 1058 ... e 5years 10 months. I 6 [
& Apr. 1,1953 | 1}4-percent note, Apr 1, 1958 BA ... T Syears . ... .....
Apr. 13,1953 | May 1 1953 | 3¥-percent bond, June 15 1978 83___
May 20,1953 | June 11,1953 | 254-percent certlﬂcate, June 1,1954 B_
May 29,1953 { June 3 1953 | 2. 383-percent bill, Sept. 18, 1953 tax anticipation 8 (at auction)...
July 6,1953 | July 15 1953 | 2}4-percent certlﬁcate Mar. 22, 1954 C, tax anticipation %.__._.__. 8 months
Aug. 5 1953 | Aug. 15,1953 | 2%-percent cemﬁcate, Aug. 15, 1954 D
Sept. 2 1953 | Sept. 15,1953 | 28¢-percent certificate, Sept. 15, 1954 B cea | do._..__._
..... do___.____| 2%-percent note, Mar. 15, 1957 A..__ weeee--_--| 3 years 6 months
[©)] Oct. 11,1953 | 114-percent note, Oct. 1, 1958 EOQ_.________________.___._...__ Syears_.._.___._
Oct. 28,1953 | Nov. 9,1953 | 28{-percent bond, Sept. 15, 1961 . __ .. . ... __. . _______. Tyearsl0months ._________ | 12,5643 |..__...__| 2,239 }|._._______.
Nov. 18,1953 | Dec. l, 1953 { 12g-percent note, Dec. 15,1954 B _________ ... . .. . ___.._ 1 year Y4 month.__.
Feb. 18,1953 | 2l4-percent bond, Dec. 15, 1958, reopening ... ... ...._...
Feb. 1,1954 } Feb. 15 1954 | 1%4-percent certificate, Feb. 15,1966 A . . .. . ... ... ..
___________ 2Vs-percent bond, Nov. 15,1961 _.____ R,
Mar, 16,1954 | Mar. 22 1954 | 0.956-percent bill, June 24, 1954, tax anti 8 (at auctmn)
Apr, 21,1954 | Apr. 27 1954 | 0.726-percent b111 June 18 1954, tax anticipation ¢ (at auctxon)_.
5 Apr. 1,1954 | 1}4-percent note, Apr. 1, 1950 EA
May 4,1954 | May 17 1954 | 174 percent note, Feb. 15 1969 A e
May 65,1054 |--oodoe oo | oodoo oI }
____________ 134~ percent certificate, May 17, 1955 6
July 21,1954 | Aug. 2,1954 | l-percent certificate, Mar. 22, 1905 C, tax an icip
Aug. 3,1954 | Aug. 15,1954 | 1}4-percent certlﬁcate, Aug, 15 1955 Dol }
..... do.._._.__| 23¢-percent bond, Nov, 15, 1960, - .. I 6 years 3 months_
Sept. 23,1954 | Oct. 4,1954 | 134-percent note, May 15, 1957 B.. . moaeenan 2years7¥months..........| 8190 || 4155 ... ____ ()]
5 Oct. l, 1954 | 114-percent note, Oct, 1, 1959 EO_ _____ .. . _.o__...._ byears .. el 100
Nov. 22,1954 | Aug. 15,1954 | 1}4-percent certificate, Aug. 15, 1955 D, reopening. ..o 8months. __ ... |eeanas 4,919
Dec. 15,1954 | 1l5-percent certificate, Dec. 15,1955 B . .o oo cmeeoeans lyear. e 5,359 100
d 215-percent bond, Aug. 15, 1963 .. .o ciiceaeaan 8 years 8months_ __.._._.___[ __.._____ 6,755
Feb. 1,1955 15%-percent note, Mar. 15, 1956 A .o eanl 1year, lmonth.. . ___ . _{ecccoeo. 8,472
2-percent note, Aug. 15,1957 C. ..o 2years,6months. ... ___ .| ____.____ 3,792 100
3-percent bond, Feb, 15, 1995 ] 40 YeArS. ot eiae e e e 1,924
Mar. 22,1955 13%-percent certifieate, June 22, 1955 F, tax anticipation 9 __._.___ 2% months.____....____....{ 7,938 |.eeoe____| 3,210 [ceeeua. (13
) 1l4-percent note, Apr. 1, 1960 BA oo T 5 years. il 198 100

8ee footnotes at end of table,
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TarLE 4.—Offerings of public marketable securities other than regular weekly Treasury bills—Continued

Date sub- Amount of sub- Amount issued
scription scriptions tendered Allot-
booksopened | Date of issue Description of security ! Period to final maturity o ment
or bill (years, months, days)? ratio
tenders Cash 3 Ex- For In ex-
received change cash ¥ change ¢
May 3,155 | May 17,1955 | 2-percent note, Aug. 15,1956 B_____ ... 1 year, 3months_..._....__. 3,989 3,174 2,532 3,174 (15)
July  8,1955 | July 18,1955 | 1ig-percent gcrtlﬁcate Mar. 22, 1956 A, tax anticipation ¢. _| 8months__.______ 2,202 [ooeooC (16)
July 11,1955 | Feb. 15,1955 | 3-percent bond, Feb. 15, 1995, reopening............._. .. .| 389 years, 7T months__ 1,720 | .. 821 . W]
July 20,1955 | Aug. 1,1955 | 2-percent certiﬁcatc, Jane 22, 1956 13, tax ant 2| 10¥ months_ .o e o 1,486 [-coeeno. 1,486 } 100
X May 17,1955 2-percent note, Aug. 15, 1956 I3, reopening. ... __. ol year. e 6, 841
Oct. 3,1955 | Oct. 11,1955 4-percent certificate, June 22, 1956 C, tax anticipation 9. _| 8 months__ 8778 | e 2,970 |________ (18)
B Oct. 11,1955 ]}o-pcrcent note, Oct. 1, 1960 EO _| 5 years__
Nov. 28,1955 | Dee. 1,1955 25}3 pereent u,rtlﬁcate Doc 1,1956 D. | 1year. oo oo._.__
_____ do._._.___| 2}{-percent note, June 15, 1955 A - %
Dec. 8,1055 | Dec. 15,1955 2 4G-pereent bill, Mar. 23, 1956, mx anticipation 8 (at auction)..__| 99 days_.___..____
Mar. 5,1956 | Mar. 5,1956 | 23i-percent ccrt)ﬁute Fvb 15, A
Dec.  1,1955 | 2/x-percent note, June 15, 1958 A, roopening_
) Apr. 11,1956 | 1%4-percent note, Apr. 1,1961 EA_________
July 16,1956 | July 16,1956 | 234-percent note, Aug. 1, 1957 D
Aug. 6,1956 | Aup. 15,1956 | 234-percent ccrtlﬁcate Mar. 22, 1957 B, tax anticipation ¥_
3 Oct.  1,1956 | 135-percent note, Oct. 1, 1861 pole X
Qct. 10,1936 | Oct. 17,1956 | 2.627-percent blll Jan. 16 1957, special (at auction).
Nov. 18,3956 | Nov. 16,1956 | 2.617-percent bill, Feb. 15 1957, special (at auction)_ . __..
Nov. 19,1956 | Dec. 1,1956 { 3l4-percent certxﬁc“te Junc 24,1957 C, tax anticipation 9_
,,,,,,,,,,,,, 3l4-percent certificate, Oct. 1, ]957 D_._.,,..,V_,_._._.,_u_
Dee. 12,1956 | Dec. 17,1956 | 2.58-percent bill, Mar. 22, ]957 tax anticipation & (at auction). _._} 95days...__.__._.__._____.| 3,786 ...} 1,006 ... . __._.
Jan. 11,1957 | Jan. 16,1057 | 3.305 percent blH June 24, 1957, tax anmcn,atlon & (at anction).
Feh. 4,1957 | ¥eb. 15.1957 33/ pereent cer tmmu, Febr uary 14, 1958 A 1 year
31s-percent note, May 15, 1960 A ... ___._ _| 3 years3 months.
Feb., 7.1957 (... 3.231-percent 01]1 June 24 1957, tax anticipation & (at auction)._._| 129 days...._.._...
Mar. 18,1957 |.._._ 334-percent certmmte Feb 14, 1958 A, reopening .| 10} months._...__.
______ 3ls-percent note, l\lay 15, 1960 A, reopcning__ _t 3 years 114 months_
() Apr. 1,1957 | 1l4-pereent niote, Apr. 1, 1962 EA . _________ 15 YOS, oo
May 6,1957 May 1,1957 | 3ls-percent certificate, Apr. 15, 1958 B_ _t 1tbgmonths.____.__
________ 3%-pereent note, Feb. 15, 1962 A ... o 4 years 916 months.
May 22,1057 \Iay ‘>7 1957 | 2.825-pereent blll Sept. 23 1957, tax anticiy _| 119 days.
June 26,1057 | July  3,1057 | 3.485-percent bm Mar. 24, 1958, tax 'mtlmpamon 8 (at auctxon)... 264 days.
July 22,1457 | Aug. 1,1957 | 3%-percent mrt\ﬁ(‘ate Dec. 1, 1957 E _| 4months._.
_____ do__......| 4-percent certificate, Aug. 1, 1958 C.. 1 year._.
cw-2-Q0.noeoo.-| 4-p