
FEDERAL RESERVE BANK
OF NEW YORK

["Circular No. 477"]
|_July 26, 1922J

$300,000,000
(or thereabouts)

NEW ISSUE OF 4-YEAR 4X PER CENT. TREASURY NOTES

Per Cent. Victorys Acceptable in Payment

Call of Part of Victory Loan for Redemption
on December 15 Also Announced

New Issue of
Treasury Notes

Call for Redemption
of Victory Notes

To ALL BANKS, TRUST COMPANIES, SAVINGS BANKS, BANKERS, IN-

VESTMENT DEALERS AND PRINCIPAL CORPORATIONS IN THE SECOND

FEDERAL RESERVE DISTRICT:

Secretary Mellon offers for subscription today a new issue of Treasury notes
bearing 4*4 per cent, interest. They are dated August 1, 1922, and will mature
on September 15, 1926. The amount of the offering will be $300,000,000, or
thereabouts, but the Treasury reserves the right to allot additional notes to the
extent that payment is tendered in Victory notes. Payment may be made by
cash or book credit, as usual, by Treasury certificates of indebtedness of Series
B-1922 which mature on August 1, or by 4% per cent. Victory notes.

The new Treasury notes are issued in coupon form only. They will not be
called for redemption before maturity. They are acceptable under Treasury
regulations in payment of income and profits taxes payable at or within six months
before their maturity and bear the usual exemptions from taxation. The sub-
scriptions may be closed at any time without notice.

To facilitate the handling of this issue applicants are requested to use the
appropriate forms enclosed, and particularly to observe the instructions contained
in the forms when payment is made by coupon or registered Victory notes.

The text of the Treasury's offering will be found on the next page.

The Treasury is also announcing today the call for redemption on December
15 of part of the 4% per cent. Victory Loan in order to facilitate the refunding
of that loan and provide for the retirement of part of the outstanding notes before
maturity. Full details of the redemption will be found in Treasury Department
Circular 299, a copy of which will be sent to you. Secretary Mellon's letter to
the presidents of banking institutions of the country calling attention to the im-
portance of these announcements is reprinted in full on pages 3 and 4.

Very truly yours,

BENJ. STRONG,

Governor.
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Federal Reserve Bank of New York
Offering of

United States of America
Four and One-Quarter Per Cent. Treasury Notes

SERIES B—1926

Dated and bearing interest from August 1, 1922. Due September 15, 1926.
To all Banks, Trust Companies, Savings Banks, Bankers, Investment Dealers
and Principal Corporations in the Second Federal Reserve District:

The Secretary of the Treasury offers for subscription, at par and accrued interest, through
the Federal Reserve Banks, Treasury notes of Series B-1926, of an issue of gold notes of the United
States authorized by the Act of Congress approved September 24, 1917, as amended. The notes
will be dated and bear interest from August 1, 1922, will be payable September 15, 1926, and will
bear interest at the rate of four and one-quarter per cent, per annum payable March 15, 1923,
and thereafter semiannually on September 15 and March 15 in each year.

Applications will be received at the Federal Reserve Banks.
Bearer notes with interest coupons attached will be issued in denominations of $100, $500,

$1,000, $5,000, $10,000, and $100,000. The notes are not subject to call for redemption before
maturity, and will not be issued in registered form. The principal and interest of the notes will be
payable in United States gold coin of the present standard of value.

The notes of said series shall be exempt, both as to principal and interest, from all taxation
now or hereafter imposed by the United States, any State, or any of the possessions of the United
States, or by any local taxing authority, except (a) estate or inheritance taxes, and (b) graduated
additional income taxes, commonly known as surtaxes, and excess-profits and war-profits taxes, now
or hereafter imposed by the United States, upon the income or profits of individuals, partnerships,
associations, or corporations.

Notes of this series will be accepted at par, with an adjustment of accrued interest, during such
time and under such rules and regulations as shall be prescribed or approved by the Secretary of the
Treasury, in payment of income and profits taxes payable at or within six months before the maturity
of the notes. Any of the notes which have been owned by any person continuously for at least six
months prior to the date of his death, and which upon such date constitute part of his estate, shall,
under rules and regulations prescribed by the Secretary of the Treasury, be receivable by the United
States at par and accrued interest in payment of any estate or inheritance taxes imposed by the
United States, under or by virtue of any present or future law upon such estate or the inheritance
thereof. The notes of this series will be acceptable to secure deposits of public moneys, but do not
bear the circulation privilege.

The right is reserved to reject any subscription and to allot less than the amount of notes
applied for and to close the subscriptions at any time without notice. Payment at par and accrued
interest for notes allotted must be made on or before August 1, 1922, or on later allotment. After
allotment and upon payment Federal Reserve Banks may issue interim receipts pending delivery
of the definitive notes. Any qualified depositary will be permitted to make payment by credit
for notes allotted to it for itself and its customers up to any amount for which it shall be qualified
in excess of existing deposits, when so notified by the Federal Reserve Bank of its district. Treasury
certificates of indebtedness of Series B-1922, maturing August 1, 1922, and Victory notes of the
4 M Per c e n t - sei>Jes will be accepted at the Federal Reserve Banks at par, with an adjustment of
accrued interest, in payment for any Treasury notes of the Series B-1926 now offered which shall
be subscribed for and allotted. Victory notes in coupon form must have all unmatured coupons
attached, and if in registered form must be duly assigned to the Secretary of the Treasury for
redemption, in accordance with the general regulations of the Treasury Department governing
assignments.

The amount of the offering will be $300,000,000, or thereabouts, with the right reserved to
the Secretary of the Treasury to allot additional notes to the extent that payment is tendered
in Victory notes pursuant to this circular. As fiscal agent of the United States, Federal Reserve
Banks are authorized and requested to receive subscriptions and to make allotments thereon on
the basis and up to the amounts indicated by the Secretary of the Treasury to the Federal Reserve
Banks of the respective districts.

Very truly yours,
BENJ. STRONG,

New York, July 26, 1922 Governor.
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Secretary Mellon's Letter

DEAR SIR:

The Treasury is announcing today a
call for the redemption on December
15, 1922, of about half of the 4% per
cent. Victory notes which remain out-
standing, and at the same time is offer-
ing on the usual terms a new issue of
$300,000,000, or thereabouts, of short
term Treasury notes bearing interest
at 434 per cent, with provision for
additional allotments up to a limited
amount in exchange for 4% per cent.
Victory notes.

These two operations mark an im-
portant further step in the develop-
ment of the Treasury's refunding pro-
gram, and I am sending this letter to
the president of every banking insti-
tution in the country in order to draw
attention to the significance of the
announcements and ask the coopera-
tion of the banks in affording to their
customers ample facilities for investing
in the new notes. The call for the
partial redemption of 4% per cent. Vic-
tory notes affects about $1,000,000,000
face amount of notes, and makes the
notes thus called for redemption pay-
able on December 15, 1922, leaving the
balance of the Victory Liberty Loan
to mature on May 20, 1923, according
to its terms. The notes called for
redemption bear the distinguishing let-
ters "A, B, C, D, E " or " F " prefixed
to their serial numbers and can thus
be readily distinguished from the notes
not affected by the call. Copies of the
official circulars will come to you from
the Federal Reserve Bank of your dis-
trict and additional copies may be
obtained upon application.

The notes now offered for subscrip-
tion are designated Treasury notes of
Series B-1926, are dated August 1,
1922, will mature September 15, 1926,
and will not be subject to call for re-
demption before maturity. The amount
of the offering is $300,000,000 or there-
abouts, but the Secretary of the Treas-

Washington, D. C, July 26,1922

ury reserves the right to allot additional
notes up to a limited amount to the
extent that 4% per cent. Victory notes
are tendered in payment. Subscrip-
tions may be closed at any time with-
out notice, and the right is reserved to
reject any subscription and to allot less
than the amount applied for. Holders
of outstanding 4% per cent. Victory
notes, whether or not called for redemp-
tion, thus have an opportunity now,
within the limitations of the offering,
to exchange their notes for new securi-
ties of the Government bearing interest
at 434 per cent, and running for a period
of over three years after Victory notes
would mature or be redeemed. Appli-
cations for the Treasury notes now
offered will be received in regular course
through the several Federal Reserve
Banks, as fiscal agents of the United
States, from which further particulars
concerning the offering may be ob-
tained. This is the fourth exchange
offering which the Treasury has made
in order to facilitate the refunding of
the Victory Liberty Loan, and on this
offering, as on previous offerings, I
hope that banks and trust companies
throughout the country will extend to
their customers every possible assist-
ance in effecting exchanges.

The Treasury's program for dealing
with the short dated debt of the Gov-
ernment has now progressed to such a
point that I believe it is worth while to
recite what has already been accom-
plished and call attention to what
remains to be done within the current
fiscal year. On April 30, 1921, when
the situation was first outlined in my
letter of that date to the Chairman of
the Committee on Ways and Means,
the gross public debt, on the basis of
daily Treasury statements, amounted
to about $23,995,000,000, of which
over $7,500,000,000 was short dated
debt maturing within about two years,
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Secretary Mellon's Letter—(Continued)

made up of over $4,050,000,000 in Vic-
tory notes, over $2,800,000,000 in
Treasury certificates of indebtedness,
and about $650,000,000 in War Savings
certificates.

By June 30, 1922, the gross public
debt had been reduced to about
$22,963,000,000, a reduction of about
$1,032,000,000 during the period of 14
months. This reduction has taken
place, for the most part, in the short
dated debt, and has been accomplished
through the operation of the sinking
fund and other public debt expendi-
tures chargeable against ordinary re-
ceipts, the application of surplus rev-
enues to the retirement of debt, and the
reduction of the balance in the general
fund. At the same time the Treasury
has been engaged, through its refunding
operations, in distributing substantial
amounts of the remaining short dated
debt into more convenient maturities,
and in this manner has refunded about
$2,250,000,000 of early maturing debt
into Treasury notes of various series
maturing in 1924, 1925 and 1926. As
a result of these operations the amount
of outstanding Victory notes has been
reduced from over $4,050,000,000 on
April 30, 1921, to about $1,990,000,000
on June 30, 1922, and the amount of
outstanding Treasury certificates
from over $2,800,000,000 to about
$1,825,000,000. In addition there are
about $625,000,000 of War Savings
certificates of the Series of 1918 which
become payable on January 1, 1923,
so that on June 30, 1922, there
still remained outstanding about
$4,440,000,000 of short dated debt,
all of which matures in the current
fiscal year.

The refunding of this debt, most of
which will have to be accomplished
within the next ten months, presents a

problem of first importance. The
$300,000,000, or thereabouts, of Treas-
ury notes offered for subscription on
the usual terms will provide for the
Treasury certificates maturing August
1st and for the Treasury's remaining
cash requirements between now and
September 15, 1922, while the offering
to allot additional notes in exchange
for 4^4 per cent. Victory notes should
accomplish the refunding of some more
of the Victory Liberty Loan and corre-
spondingly reduce the amount of Vic-
tory notes to be provided for upon
redemption or maturity. At the same
time the call for the redemption of
about half of the outstanding Victory
notes before maturity will make that
much of the Victory Loan payable on
December 15 of this year, and enable
the Treasury to deal with it before
maturity by appropriate refunding
loans. This will mean that by January
1, 1923, the outstanding Victory notes
will have been reduced to about
$1,000,000,000, or, in other words, a
manageable maturity which can be
dealt with as opportunity offers with-
out spectacular refunding operations
that would upset the security markets
and disturb the course of business and
industry.

The current offering of notes is thus
an essential part of the refunding pro-
gram on which the Treasury is engaged,
and the banking institutions of the
country by extending their facilities
for the exchange of outstanding 4>%
per cent. Victory notes for the new
notes will be performing an important
service for the country as well as for
their customers.

Cordially yours,
(Signed) A. W. MELLON,

Secretary.

To the President of the Bank or Trust Company Addressed.
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