ANNUAL REPORT OF THE
Secretary of the Tzreasury

ON THE STATE OF THE
FINANCES

FOR THE FISCAL YEAR
ENDED JUNE 30 -

1918

With Appendi_ces

WASHINGTON
GOVERNMENT PRINTING OFFICE
1919

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



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

TREASURY DEPARTMENT,
Document No. 2826,

Secretary,



Page
© Introduction..cccieeieni i fereereceeseeseaans 1
Cost of the war . 3
Third Liberty loan. g reeennens 5
Fourth Liberty loan. ... ... e 13-
Treasury certificates of indebtedness................ ... Ll 20
War-savings certificates...... ..o 32
Loans to foreign GOVernments. .. .. .. -.xwovwomomoosos oo - 36
Foreign exchange .- .- ..oooooiiuin . 38
(33137 R e e it . 41
GOld . . oo i . 43
Platinum.._..... e meem e PR e 43
Internal fevenue. .......ceeeceiineeenaaaa ., Y et 44
Glycerin disCoVery.. oo ome i 54
Federal Reserve System ... ... i i 54
Amendments to the Federal Reserve act...............coooiiiiiii. 56
War Finance Corporation. ... .....oooooiiiiiiii i 56
Capital Issues COmMMIttE. v uvnnumn i 60
War Loan Organization.........oooooioiiai il S, elai. 682
Liberty Joan PUBLICItY . ceeeeeee i 63
Speakers’ Bureau......ccevuiaeni il M eeiieeeeaieaa 63
Laberty Day. .o et 63
National Woman s Liberty Loan Committee....coooeoieemnnann e, 66
Conversion of Liberty bonds......... oo 67
Exchange and transfer of Liberty bonds. ..., ceeveepeeeeeeannaa. .. e 69
Purchases of Liberty bonds by the Treasury............ ..o, 70
Liberty loan subscriptions by the military and naval forces.................... 71
Acceptance of Liberty bonds in payment for merchandlse or securities....... . 73
Acceptance of Liberty bonds assecurity.............. oo iiilo.. 73 -
Bank loans secured by Liberty bonds or certificates of indebtedness............ 74
Liberty bonds in payment of estate or inheritance taxes.................. S, 76
Interim certificates.on first Liberty loan...... ... oo iiil... 76
Payment of Spanish-American War bonds.......oooeoiii il 77
Retirement of one-year Treasury notes......coeeeeeenn it 77
Public MOneys. .c.o oo e iiiiieieaiaaaae 79
United States depositaries in foreign countries..............cooeeeiiiee oo, 80
Method of providing funds for Army % yments in Europe............ e 81
Auditing of accounts of the Military Establishment abroad.................... 82
Accounts of Government corporations....... ... il 82
War-risk INSUIANCe. . . .. e et i i ieseanssasaeaaaeaeaaecineenenanas 83
Insurance of ships’ cargoes and SEAINED . - oenneenee e 85
Insurance of fighting BOTCES. . 1eveeeeeenn s se e 85
Work of the Insurance Division...... ... .. .. .. ... ... . ..., 86
Compensation to fighting forces and their dependents.................... 89
First payment of insurance and compensation benefits.................... 91
Allotments and allowances to dependents................ ... ... .ol 91
Work of the Advisory Board. ... . ... 92
Work of the Actuarial Division....oeevveeeanea i, 93
Work of the Accounting Division . ......:o.oooiioiiiiiiiiiiiL 93
* Difficulties of organizing work of bureau.. ...l 94
Retirement of civil-service employees...........................LiilL 99
Enemy or ally of enemy insurance companies and other foreign insurance com-
55T 99
Federal farm-loan system.....ccc.ooe. ... N 102
Assistance to farmers............... PO et eeetaeecieeaenenaas 104
Deposits of public moneys in drouth-stricken areas....................... 105
Assigtance through the War Finance Corporation.......................... 105
- Seed-grain loans to farmers......ooeoiiiii i 107
Public health...ceeveeecreceennnn. Y 109
. . -
N v P
. ydiad

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



( P = T R
v CONTENTS.

’ - , Page
Treasury Red Cross Auxiliary...ceeeeeeenveneunnniniiiiiiiiiiiiiiiiaenn.. 114
L0310 - R 115
Representation of Treasury on War Trade Board.............................. 117
International High Commission: .. ... it iiiiiiiiiaann.n 117
Public buildings................. e eeeee e 123
Coast Guard........... e 124
General Supply Committee............. P 124
Panama Canal. ... ... ... el 125
Contingent fund. ... ... 125
Finances......... o ..ol i, e et 126

Receipts and disbursements......o.. ...l 126
Tiscal year 1918. .. .o o 126
General fund............ e e et e, .. 126
_Summary of general fund transactions.............. ... ... e een. 129
Postal Service. .. ...ooooniiii el 129
United States notes (greenbacks).....oooooo i 129
Gold reserve fund .. ..o i e 129
' . Trust FUNdS. . .o e i i e et 130-
Sinking fund. ... ..l 130
Condition of the Treasury June 30, 1918. ... ... ... ... i .. 131
Cash in the Treasury June 30, 1918 ... .. .. .. ... ... iiiiiiiiiiia... 131
Comparison of receipts, fiscal years 1917 and 1918......... .. ... .. ... ... 133
Compartson of disbursements, fiscal years 1917 and 1918......... ... ... . ... 135
Eotimates. .« e o e e e e et ieiaaaeaea e eeeeeaan 143
Estimated receipts, fiscalyear 1919...........coooeiiiiiiiiiii Ll 143
Estimated disbursements, fiscal year 1919......ooiviiiiei ..., 144
Postal Service, 1919........... ... ... ... B LT LT T U U 145
Estimated receipts and disbursements, fiscal year 1920........... ... .. ... .. 145
Summary of estimated results to the close of the fiscal year 1920, beginning

with the balance in the general fund of the Treasury, June 30, 1918......._ " 147
Estimates for the fiscal year 1920 as submitted by the executive departments.. 148
Estimated postal revenues for the fiscal year 1920........ .. . ... ... ...... 150
Estimates f{))r 1920 and a¥>propriations for 1919. ... ... 150
Statement of estimates of appropriations for 1920 increased over appropriations

for1919. ...l S eteeicecceeiceaceiiiiiicceaaa.. 150
Exhibit of appropriations for 1819. . .« cuenieniaineaiiiiiiiiiiiiiii .., 152

Exhibits accompanying the report on the finances.
. Exhibit 1: Table showing unrevised cash expenditures, fiscal years 1917 and

T 155
Exhibit 2: Statement of the public debt at close of fiscal year 1918........... 156
Exhibit 3: Act of April 4, 1918, authorizing additional issue of bonds......... 159

©  Exhibit 4: Department Circular No. 111, regulations for the issue of 4} per

cent gold bonds, 1928, third Liberty loan................. . 164

Exhibit 5: Application for 4} per cent gold bonds of 1928, third Liberty loan.. 170
Exhibit 6: Application by an incorporated bank or trust company for bonds,

etc.......... L PR TR T e 172
Exhibit 7: Act of July 9, 1918, to authorize an additional issue of bonds....... 174
Exhibit 8: Act of September 24, 1918, an act to supplement the second Liberty

bond act, asamended.......o.ui e 175
Exhibit 9: Department Circular No. 121, regulations governing the issue of 43

per cent gold bonds of 1933-1938, fourth Liberty loan.......... .. .. .. . 178
Exhibit 10: Application for 43 per cent gold bonds, 1933-1938, fourth Liberty

0 et 185
Exhibit 11: Application by an incorporated bank or trust company for coupon

bonds for advance delivery...................... ... FE 186
Exhibits 12 to 37: Treasury certificates of indebtedness. .. ............. ... .. 188
Exhibit 38: Department Circular No. 120, 4 per cent Treasury certificates of

indebtedness............ e e e eeiaeeeeiieeiaal L. 215
Exhibit 38-A: Statement of the Secretary of the Treasury in connection with

Treasury certificates..................... seree s e 216
Exhibit 39: Department Circular No. 124, 43 per cent Treasury certificates of

indebtedness....... ... ...l Ll e 217
Exhibit 40: Department Circular No. 95, agents of the second class for sale of

war-savings certificates............. e eeenecncetetoeneennacntesarenaneenann 219

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



CONTENTS, o v

: Page.
Exhibit 41: Department Circular No. 96, cash agents of the second class for
,8ale of war-savings certificates. . ......... ... ...l e 227
Exhibit 42: Department Circular No. 101, war-savings certificates, series of
1918, regulations governing the appointment of authorized agents, etc....... 231
Exhibit 43: Department Circular No. 108, war-savings certificates, 1918, regu-
lations further defining rights of holders of war-savings certificates........... 236
Exhibit 44: Act of April 23, 1918,  to conserve the gold supply of the United
States, etc................ e e e e e, 242
Exhibit45: Act of April 5, 1918, to provide further for the national security and
defense, etc. (War Finance Corporation).... ... .....coiiiiiiiiiiiiaiaa.n 245
Exhibit 46: Statement of War FIi)nance Corporation in regard to applications
for direct advances.................. e e et aaeeeeeaiiaieiareaaaeeaas 255
Exhibit 47: Department Circular No. 114, conversion of United States bonds of
the first Liberty loan, of the first Liberty loan converted, and of the second
Liberty loan. ... ... ... ... e 257
Exhibit 48: Department Circular No. 123, conversion of United -States first .
Liberty loan 33 per cent bonds 0f 1932-1947. .. ... ... .. ... ... ... ...l C 274
E)]tohibit 49: Department Circular No. 100, interchange and transfer of Liberty
1531V - 285

Exhibit 50-A: Regulations defining special arrangements for subscription to
third Liberty loan bonds from persons in the military forces of the United
States. .. ...... e e e et aeaneaiesanaeananaaenas 294

Exhibit 50-B: Regulations governing termination and reduction of allotments ’
for subscription to third Liberty loan bonds from persons in the military
forces of the United States in certain cases........... ... ... . .........._. 294

Exhibit 50-C: Regulations defining special arrangements foi subscriptions to
fourth Liberty loan bonds for persons in the military forces of the United

L7207 e 296
Exhibit 51: Statement of the Secretary of the Treasury relative to acceptance

of Liberty bonds in payment for merchandise..................... ... ... 298

¢ Exhibit 52: Statément of the Secretary of the Treasury, warning against the

exchange of Liberty bonds for other securities. .. ..... ... ... .. ... .. 299
Exhibit 53: Department Circular No. 118; regulations concerning full-paid .

interim certificates, first Liberty loan. ... ... .. .. ... .. ... ... .... 300
Exhibit 54: Department Circular No. 113, payment of 3 per cent bonds of

1908-1918. . ...l e eeeeaiaaeiaeeeeeaiacecaiaeaaaan 306

Exhibit 55-A: Department Circular No. 92, amended and supplemented, -

special deposits of public moneys under act of September 24, 1917, as amended

and supplemented. ...... ... ... L. 308
Exhibit 55-B: Second supplement to Department Circular No. 92, special de-

posits of public moneys under act of September 24, 1917, as amended by act

of April 4, 1918, ... e 311
Exhibit 55-C: Department Circular No. 92, amended and supplemented,

special deposits ofdpublic moneys under act of September 24,1917, as amended

and supplemented. ....... ... ... ... ... e ... 314
Exhibit 56-A: Regulations concerning duplicate checks to replace lost, stolen,

or destroyed checks drawn on the Treasurer of the United States by disburs-

ing officers serving in Burope. ....... ..o 320
Exhibit 56-B: Regulations concerning duplicate checks to replace lost, stolen,

or destroyed checks on depositaries in Europe by disbursing officers serving

in Europe....... e e 323
Exhibit 56-C: Regulations concerning duplicate checks to replace checks .

owned in Europe, drawn on the Treasurer of the United States by disbursing .

officers not attached to the Military Establishment ... .................... 326
Exhibit 56-D: Regulations concerning duplicate checks to replace checks.

owned in Europe, drawn on depositaries in Europe by disbursing officers not

attached to the Military Establishment.. ... ... ... ... ... ... ... 329
Exhibit 57-A: Act of May 20, 1918, an act amending the act establishing a
Bureau of War Risk Insurance................... s 333
Exhibit 57-B: Act of June 25, 1918, an act amending the act establishing a
Bureau of War Risk Insurance. . .........oooii il 334
Exhibit 57-C: Act of July 11, 1918, an act amending the act establishing a
Bureau of War Risk Insurance. ......... .. ... o .o 342
Exhibit 58: Act of January 18, 1918, amending section 32 of the Federal farm- -
loan act........ eeenacee eeecennn cessecenas eetescesceussescasaessarsnsnans 345

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




Vi : ' CONTENTS.

Page.
Exhibit 59: Joint Circular No. 1, Treasury and Department of Agriculture,

regulations relative to farmers’ seéed-grain loans in drouth-stricken areas.... 346

Abstracts of reports of bureaus and divisions.
Treasurer of the United States. ............ e e 355
District of Columbia. . ...oreinieiaii it e et 358
Comptroller of the CUITENCY . ..o noritie it ii e ieeeen s 358

Number of national banks and amount of capital stock, etc., June 29, 1918. 361
Number of national banks organized, msolvent in volunta,ry hquldatlon,

and in operation.. ... ... . il 362
Comparative statement of principal items of resources, etc., National, State,
savings, and prlvate banks, etc. ... ...l 363
Mint Service. - .o i iieeeeeceitaea e 363
Operations of the mlnts and assay offices.............oiiiiiiiiiiiiiaioln 363
Stock of coin and bullion in the United States. . ......c...oooiaen. 365
Production of gold and silver......oiiuiiiiii i erena - 365
Tondustrial arts. ... e e 365
Export of gold coin. . ... ... i 365
Approprlatlons, expenses, and income. . . ... . iiiiiiiiiiieaeieinnn ... 365
Deposits, income, expenses, and employees by 1nst1tut10ns ............... 368
Internal reVeNUE. . . oo u ittt e et - 368
L0701 A A GTe) =715 T3 o IRt 369
Distilled SPirits. - oo ovruenae e et a e 369
Fermented liquors. ........... e eeeeeananaaaa e, 370
Tax on wines, cordials, etC. . ..o i i io it iaat P 370
Income and excess- proﬁts KOS - - oo e e eeee e e aanes 370
Estate and capital-stock taxes..................ooL Ll 371
Police functions. - o oo i eeaaas 372
Chemical laboratory work. 373
War-rish INBUTAINCE - . i\ o eeeee et et aesaaaseeaanaeeatannsaanneannaiomannnn 373
Allotments and allowances. .. 374
Disbursements............ .- 374
Exemption claims. ueeeeieeniiii i 375
Compensation . . ... ..o e e 375
Insurance........... ... e e et ieaeeaaan 377
Disbursements by services. . ....oeeiioi oo e 380
Contract INSUTANCE. . . .. .ottt iaae e e cac e eaaeanaaeaaaanas 380
.~ Premiums on war-risk InSUTaNCe. ... ccviiueetinnotiinn o aaaaaieacans. 380
Claims—Contract IMSUTANCE . .« oo ettt e et a et eaanaas 380
K Total'and permanent disability awards under contract insurance.......... 383
, Soldiers’ and sailors’ civil reliefact.. ... .. ... ... ... 384
Division of Marine and Seamen’s Insurance.. ... .....cciveveieeianana.. 335
Bureau of Engraving and Printing. . .. ... oo e 337 -
Customs .................................................................. 389
......................................................... leeeee.. 394
Oﬁice of the Supervising Architect. ...l Pt 396
CBUIld IS, . e 396
Statement of appropriations. ...... ...l 398
Summary of acts carrying appropriations for the ﬁscal year 1919 ....... .. 398
Public Health Service......... ... o i 400
Division of Scientific Research. : : : 400
Hygienic Laboratory .. .......ooioiimniiiiiiiii 405
Division of Domestic QUarantine. . .......c.ooeootnntn i 405
Division of Foreign and Insular Quarantine and Immigration. ........... 409
Medical inspection of aliens........ ... ... ... il el 411
Division of Sanitary Reports and Statistics..... ... iiiii.. 412
Division of Marine Hospitals and Relief..... ... iiiiiia.. 413
Division of Personnel and Accounts......ooeeeneeeiannannan.. eeenns 414
Commissioned and other officers. .. ... .. ...l emeens 414
Expenditures.... ... ..o iiii i 415
Miscellaneous DiviSIon . «euaeee ot e e m e e e et ie et e aaas 415
Recommendations. ......ceooieiniii il e, 416
L0703 71 € 11T 419
Award of life-saving medals. ¢ v oeiimiieiiiiii i 419
Loans and CUITeNCY - o o v i it ii e e e iee et caaacenneceaanaearaaanaann 423
Interest-bearing debt changes during year..........oooooooiiiiiiii L . 423
Interest on registered bonds. . ..........oiiii il 423
Insular and District of Columbia loans, changes during year. ............ 423

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



CONTENTS, .

Loans and currency—Continued. .
Circulation............. ... oieiianans S
Comparative statement showing changes in circulation. . creen
Paper custody.........o oo iiiiiiiia..
Redemption of currency and deetructlon of United States securities.......
Custody of Federal reserve notes, series of 1914 ..........................

Division of Public Moneys. ... occvoiiin i iiielianeteanenseecncicsancecnecns

Division of Bookkeeping and Warrants X
The general fund........ ... . ... .. il e ettercecanean
State bonds and stocks owned by the Umted States.....coviiiiiiiaiaaas

Secret Service Division...................... .

Division of Printing and Stationery

Printing and binding. . .......coeiiaiials

20710 1) "

Postage, materials for bookbinder, department advertising

Office of the disbursing ClerK. oo e e et eeeae

i

Tables accompanying the report on the finances.

Table A.—Statement of the outstanding'principalf of the public debt of the
United States, June 30, 1918. ... _... et eeeereeeeeree s
Table B.—Statement of the outstanding principal.of the public debt of the

United States on the 1st of July of’ each year from 1856 to 1918, .

Inclusive. ..o e e

Table C.—Analysis of the principal of the interest- bea.rmg pubhc debt of the
United States from uly 1, 1856, to July 1, 1918.................

Table D.—Statement of the issue and redempmon of loans and Treasury notes

441

464
466

and of deposits and redemptions in national-bank note account V

. for the fiscal year ended June 30, 1918. . . .. ... ... .. . iaa...
Table E.—Sinking-fund account for fiscal year 1918:.......... ... ... ...
Table F.—Population, ordinary receipts and dlsbursements of the Govemment

from 1840 to 1918, exclusive of postal and per_capita on recelpts
and per capita on diSbUISEMents. . .. "\ . s e iennas
Table G.—Statement showing the ordinary recelpts and disbursements of the

468
468

469

Government by months; the legal-tender notes, net gold, and -

available cash in the Trea.sury at the end of each month; the
monthly redemption of legal-tender notes in gold and the 1mport.s
and exports of gold, from July, 1896, to June, 1918, inclusive. .
Table H.—Statement of the balance in the general fund of the Treasury, 1n-.
' cluding the gold reserve, by calendar years from 1791 to 1842 and
. by fiscal years from 1843 60 1918 oo oo
Table I. —Recelpts and disbursements of the United States. ... ............
Ta.ble ‘J.—Internal and -custoins recelpts and expenses of collecting from 1858
17T R

Table K.—Statement of United States bonds and other obligations, excluslve )

of Liberty bonds, etc., received and issued by the Office of the
Secretary of the Treasury from July 1, 1917; to June 30, 1918.....
Table L.—Statement of the coin and paper circulation ‘of the United States
from 1860 to 1918, inclusive, with amount of circulation per capita.
Table M.—Collections, expenses, dverage number of persons employed, -and
cost to collect internal revenue, fiscal year erided June 30, 1918..
Table N.—Statement of business of the customs districts and ports for the fiscal
year ended June 30, 1918 . ...l
Table O.—Statement, by districts and ports, showing total entries of mer-
coanglse, receipts, and expenses for the ﬁscal year ended June
30, 1908 e i e e e st e e sttt craeane
REPORT OF THE TREASURER: .
Receipts and disbursements for 1917 and 1918
Panama Canal..._.......... 0. ol i,
Extraordinary dlsbursements
Receipts and disbursements oh account of the Post: Office Department
Transactions in the public debt....iveeeoieiieieiioeinrniianann.
Currency issued and redeemed.....cccvvvenioriaanans Setesiecnas eeeenens
Public debt, 1917 and 1918. . .ieeiio ittt it e it et iiiiieatananeea
Payment of interest on registered bonds of the Umted States ...............
Reserve and trust funds.......oo..o ool
Redemption df notes in gold
State of the ’I‘reasury, general fund-—cash in the vaults ..... tececcesececane

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

470
478
479
491

493
%94
495
496



I N

Vit ’ CONTENTS.

REPORT OF THE TREASURER—Continued. : Page.
Net available cash balance, 1910 t0 1918. .. ceirterinececaceancenannansn 550
Gold in Treasury from 1910. . ... ..o ueiueiiiii it iiiaiinnaaanaas ... 550
Bonds held as security for national-bank circulation and deposits......... 550
Bonds held as security for postal savings funds © 551
Postal savings bonds and investments therein............... 554
Withdrawal of bonds to secure circulation................. 555
Depositaries of the United States....... et eeeeteeaeaaneaacaaanias sees. o 556
Public moneys in depositary banks......... e eeeaaeeeaaaana. DU 556
General account of Treasurer of the United States........................ 557
Gold settlement fund......... ... o il ... 557
Monetary stock, 1917 and 1918..... it iii it iiaaaannn eee. 558
Ratio of gold to total stock of INONEY . - eeeeerensameacennansnansannnns L.... 558
Money in circulation. ... ....ociiiiiiiiiiii i it eeaeaeasee. D89
Cncuf;,tlon and population............... ...l 559
Paper currency issued directly by the Government.......... 560
United States Dotes. ....oueeieeiieeii oottt iie et e i 560
Treasury notes of 1890..... e e e e e eaecmeaeaancacacacataeaaaaaaaann 561
GOld certificates. .o cuuureiiieeiie et e e et aaans 562
Silver certificates. . ..ooooeeemniiin i e e e 562
Changes in denominations during fiscal year 1918.. ... ... . ooeian.n 563
Pieces of United States papér currency outstandmg ....................... 563
Denominations outstanding June 30, 1918 564
Ratio of small denominations to all paper 564
Cost of paper currency.. e 565
Average life of paper cu.rrency. et ieeeteeae e e 565
Paper currency Ere ared for 1ssue and amount issued 566
Paper currency held in the reserve vault.................ooo il 567
Paper currency redeemed. .....ooeoiiin it 567

- Standard silver dollars. cco e ee et icieceeiaaanaan 568
Subsidiary silver coin......cc.ooooiiiiiiiiiiiiiiiL PO 570
Minor coin............. et e e et 570
Transfers-for deposits in New.York—money for moving the crops, etc...... 571
Telegraphic transfers for foreign coin...................oo.. ioiii.o.. 571
Deposits of gold bullion at mints and assay offices, 1916, 1917, and 1918 . 572
Shipments of currency from Washington, 1917 and 1918, ... . 573
Recoinage, 1917 and 1918. ... .. ... ... iiiiiiiiiiiiiiiiiiiiiiaa, 573
Redemption of Federal reserve and national currency.................... 573
Special trust funds and chan%e,s therein during the fiscal year............. 574
District of Columbia sinking fund........c.ooiiiiiiiiiiiiiiiiiiiiaiat, 576

No.

No.
No.

Digitized for FRASER

Tables accompanying the report of the Treasurer.

0. 1 .—Receipts and disbursements for the fiscal year 1918...._..............

2.—Receipts and disbursements on account of the Post Office Depart-
ment for fiscal year 1918 .. . ... .. o..iiiiiiiiiiiiiiiaiia..
3.—Distribution of the Géneral Treasury balance, June 30, 1918........
4.—Assets and liabilities of the Treasury offices, June 30, 1918..........
5.—Assets of 81;he Treasury in the custody of mints and assay offices, June
T C O S
6.—General distribution of the assets and liabilities of the Treasury......
7.—Available assets and net liabilities of the Treasury at the close of June,
1917 and 1918, . .

. 8.—Assets and liabilities of the Treasury in -excess of certificates and

Treasury notes at the close of June, 1917 and 1918........... ...
9.—Estimated stock of gold coin and bullion, the amount in the Treasury,
and the amount in circulation at the end of each month, from Janu-
Cary; 1002 it

. 10.—Estimated stock ‘of silver coin, the amount in the Treasury, and the

~amount in circulation at the end of each month, from January, 1912;

also silver, other than stock, held in the Treasury ................

11 ——Umted|States notes, Treasury notes, I'ederal reserve notes, and na-
tional-bank notes outstanding, in the Treasury,and in circulation

at the end of each month, from January, 1912.. ... ..............
12.—Gold certificates and silver certificates outstanding, in the Treasury,
and in circulation at the end of each month, from January, 1912..

13.—Estimated stock of all kinds of money at the end of each month, from
January, 1912, . eeiiiiiaienieneceaceloneiaiccaieaaetann

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

577
577
578

579
580

580
582

582

587

591
595
601



CONTENTS, o X

: . Page.

No. 14.—Estimated amount of all kinds of money in circulation at the end of
each month, from January, 1912........ ... .. ... o.iio.. 602

No. 15.~—Assets of the Treasury other than gold, silver, notes, and certificates
at the end of each month, from Januvary, 1912...... ... . ... .... 603

No. 16.—Assets of the Treasury at the end of each month, from January,1912. 604
No. 17.—Liabilities of the Treasury at the end of each month, from January,

190 s ettt eaieeaancaeaaaaas 605
No. 18.—United States notes of each denomination issued, redeemed, and out-
standing at the close of each fiscal year, from 1911.............. 606
No. 19.—Treasury notes of 1890 of each denomination issued, redeemed, and
outstanding at the close of each fiscal year, from. 1912, ... 608
No. 20.—Gold certificates of each denomination 1ssued, redeemed, and out-
standing at the close of each fiscal year, from 1913 . ... ......... 609
No. 21.—Silver certificates of each denomination issued, redeemed, and out-
standing at the close of each fiscal year, from 1913.............. 610

No. 22.—Amount of United States notes, Treasury notes, gold and silver cer-
: tificates of each denomination issued, redeemed, and outstanding

at the close of each fiscal year, from 1911, ... oo toeeenen s 611
No. 23.—Amount of paper currency of each denomination outstandmg at the

close of each fiscal year, from 1911.. . ... . . ... ... ... . ..., 613
No. 24.—0ld demand notes of each denomination 1ssued redeemed, and out-

standing June 30, 1918. ... .. ... liiiiiiieiiiiiiaaa.. 615
No. 26.—Fractional currency of each denommatlon issued, redeemed, and

outstanding June 30, 1918. ... ... .. ...l 615
No. 26.—Compound-interest notes of each denomination issued, redeemed .

and outstanding June 30, 1918..... . .. ... ... ... ...l... 615
No. 27.—One and two year notes of each denomination issued, redeemed, and

outstanding June 30, 1918.... .. ... ... iiiiiiiiiiiiaiai... 615

No. 28.—United States paper currency of each class, together with one and

two year notes and compound-interest notes issued, redeemed,

and outstanding June 30, 1918..... ... ... ... ... ... ... ... ... 616
No. 29.—United States notes and Treasury notes redeemed in gold, from 1879,

and imports and exports of gold during each figcal year, from 1901.. 616
No. 30.—Treasury notes of 1890 retired by redemption in silver dollars, and

outstanding, together with the silver in the Treasury purchased

by such notes, for each month, from January, 1912.............. 617
No. 31.—Transactions between the subtreasury and clearing house in New
York during each month, from January,1912................ ... 618

No. 32.—Amount of each kind of money used in settlement. of clearing-house
balances against the subtreasury in New York during each month,

from January, 1912. ... . ... ...l 619
No. 33.—Balance in the Treasury amount in Treasury offices and amount in

depositary banks, from 1789 to 1918.... .. ... . ... .. ... ..... 620
No. 34.—TFederal reserve and national banks des1gnated depositaries of public

moneys, with the balance held June 30,1918. ... ... . ... . ..._. 622

No. 35.—Number of national banks with semiannual duty levied, by fiscal

_years, and number of depositaries with bonds as secunty, by fiscal

B 252 5 S 632

No. 36. —Umted States bonds retired, from May, 1869, to June 30, 1918...... 632 -

No. 37.—Seven-thirty notes issued, redeemed and outstandlng June 30,1918. 633
No. 38.—Refunding certificates, act of February 26, 1879, issued, redeemed

and outstanding........ ... ... . L.l 633
No. 39.—Checks issued by the Treasurer for interest on registered bonds during
the fiscal year 1918 .. ... ... ... .. ... L.l iitaoiiil. 633
No. 40.—Interest on 3.65 per cent bonds of the District of Columbla paid dur- -
ing the fiscal year 1918..... ... ... ... ... ... ... 633
No. 41.—Coupons from United States bonds and interest notes paid during
the fiscal year 1918, classified by loans......... ... . ... ... ... 634
No. 42.—Bonds and other securities rétired for the sinking fund during the
fiscal year 1918, and total from May, 1869...... ............... 634
No. 43.—Public debt at-the close of J une, 1917 and 1918, and changes during
the year. ... i 635
No. 44.—Public debt, exclusfve of certificates and Treasury notes, at the end
of each month from January, 1912. ... ... ... L....... 636

No. 45.—Checks drawn by the Secretary and paid by the Treasurer for interest
) on reglstered bonds of the United States during the fiscal year 1918. 637

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




x ' " CONTENTS.

No. 46.—Money deposited in the Treasury each month of the fiscal year 1918
for the redemption of national-bank notes......................

No. 47.—Amount of currency counted into the cash of the National Bank Re-
demption Agency and redeemed notes delivered, by fiscal years,

from 1900. . . ..

No. 48.—Currency received for redemption by the National Bank Redemption
Agency from the principal cities and other places, by fiscal years,

from 1900, in thousands of dollars. ... ... ... oo

No. 49.—Mode of payment for currency redeemed at the National Bank Re-
demption Agency, by fiscal years, from 1900....................

No. 50.——Deposits, redemptions, assessments for expenses, and transfers and
repayments on account of the 5 per cent redemption fund of na-

. tional banks, by fiscal years, from 1900......... .. ... ... ...
No. 51.—Deposits, redemptions, and transfers and repayments on account of
the retirement of circulation, by fiscal years, from 1900..........

No. 52.—Expenses incurred in the redemptlon of national and Federal reserve
currency, by fiscal years, from 1900...........cociiiiiiiiiiia..

No. 53.—General cash account of the National Bank Redemptlon Agency for
the fiscal year 1918 and from July 1, 1874............c.veualioon.

No. 54.—Average amount of national-bank notes outstanding and the redemp-

No. 55.—Changes during the-fiscal year 1918 in the force employed in the

Treasurer’s office.............. A
REeprorT OF THE DiRECTOR OF THE MINT:

Operations of the mints and assay offices.......o.coceiiiiiioiL. seeanens
Silver dollars converted into bullion. .....eeveeenieenenneneaenans
Platinum deposits. -« o ueeeie ittt e craa i craacaaaaes
Deposits of gold and silver..........o.ooiioiiiiit Ceieincoanes
Refineries...o.ivieeeeeees s iiieeeeenennnnnn e eateiitereeaeanane
Conference of mint officials. .......... e teee et e,
Institutions of Mint ServiCe. ..uueeeeecioiieoneeneeaaaacaaaaacenans
Minor assay OffiCes. couemn ettt e i a e
Gold OpPerations. ...ueeeceeeenceraenecceaueceaaacncanann e
Silver operations. .

L0703 517 -
Stock of gold and bullion in the United States. - wvooneonnonnonnn
Production of gold and silver.......oveiiuoiiiiii it
Industrial arts consumption. . ...cceceeeee.o... et e eaeeeaeiaaaaaa
Exportof coin. ... oottt et
Legislation suggested............ ettt ciaeaaans

Appropriations, expenses, aNd INCOMIE. -verueraneenasceeanncacaaonsan
Electric furnace...... et ettt
Additions and improvements. ........ et eaeieiereie it
Philadelphia Mint....cccivimerininnininanns. e, e
Denver Mint ... .t iiieia i iieaiatieitiiaaiccanaans
New York assay office .- oeovmoe it il avaa
Income and expenses of the fiscal year 1918. ... ... ... ...
Deposits, income, expenses, and employees, by institutions, fiscal year 1918
Coinage during the fiscal .
Descnptlon of the design of the Illinois Centennial half dollar
Deposits of foreign gold bullion and coin.......ocevaeiiiiiviaaa.n. .-
Deposits of foreign silver bullion and coin. .............. emereieiiiiiaes
Issue of fine gold bars for gold coin and gold bullion.....................
Balances, receipts, and disbursements of gold bullion....................
Purchase of minor coinage metal for use in domestic coinage............. p
Purchase of minor coinage blanks prepaled for coinage................ ceee
Sale of minor coinage metals. .....o..ootieii il e
Distribution of minor €oing. . ...ceeieiaienneiaiaiiiiaal. trereeens
Minor coing outstanding. .........c.ccoievvvininannn e Cedereeeta
Operations of the assay departments ...... et RN
Proof bullion (1000 fine). . ...oooenten et
Operations of the melting and reﬁnlno and of the coining departments,
fiscal year 1918, .. oo et
Refining operations. ... c.co i it i iiiie ity eeees
By-products of Government refineries....c.eceeeevencncnn. eereenencenene

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

- tion, by fiscal years, from 1875 (the first year of the agency)....

Estimates for the fiscal year 1920. ... ..o i :

Page,

637
638

640
640



CONTENTS. : . . XTI

REerorr OF THE DIRECTOR OF THE MINT—Continued.” * ’ Page.

Ingot meltsmade.....oooovvne i Mecreecaeeiansan 665
Fineness of melts for gold and silver ingots............. . 665
Commercial and certificate bars manufactured 666
Melts for fine gold and finesilver............... ... . il 666
Ingots operated upon by coining departments and percentage of coin pro-
dueed. . e e 667
Sweep cellaroperations. ..ceeeueveenen it 667
Bullion gains and losses. . ... R 668
Wastage and loss on sale of sWeeps............... . iiiiiiiiiiiiiiiats 669
Engraving department............ooiiiii il 669
Metalssold....oooonnroina e 671
Progress of the numlsmatlc collection....oovueene i ... 671
Employees. . cuvn i i e 671
Visitors. ..... et e ettt eea e aa e . 671
Work of minor assay offices..cceveeeennnnenniiiiiii 672
OTe a88aYS. - . o cne et 672
Gold receiptsat Seattle.. ... ... i 672
Laboratory of the Bureau of the Mmt .................................... 673
Proceedings of the Assay Commission, 1918 . . 674
Committée on counting. . . ............. 674
Committee on weighing. . ...........o........ 675
Committee 0N a88AYING. «uuuen e e 675

Deposits and purchases of gold during the fiscal vear ended June 30, 1918.. 678
Deposits and purchases of silver during the fiscal year ended June 30 1918. 682

Deposits of gold at United States mints and assay offices since 1873........ 686
Deposits of silver at United States mints and assay offices since 1885. . ... 687
Imports and exports of United States gold coin since 1870. .. ............ 688
Coinage of the mints of the United States, authority for coining, etc. ..... 689

Coinage of gold and silver of the United States since 1873, by fiscal years.. 691
Coinage of the mints of the United States, from their organization, by

Calendar Years. -« .uueenn e 692
Combined coinage of the mints of the United States by denommatlons and
calendar years, since their organization............ ..o . 698
Stock of money in the United States, June 30, 1918..._... . ......cceu.. 706
Location of moneys of the United Stat,es June 30, 1918.............. e 707
Ownership of gold and silver in the Umted States June 30, 1918......... 707
Estlma.ted stock of gold and silver in the United States and a.mount per
Elta at the close of each fiscal yearsince 1873........................ 707
Stock of money in the United States December 31, 1917................. 709
Location of moneys of the United States December 31,1917, ... ....... 709
Average commercial ratio of silver to gold each calendar year since 1687.. 711
Bullion value of the silverdollar. . . ....... .. ..ol 711
Values of foreign coins..oocvncien ettt i iieiieeeaaaas 712
Changes in values of foreign coins durlno 1918, L i 713
World production of gold and silver. .... i 714
Production of gold and silver in the world since the discovery of America.. 716
Production of gold and silver in the world since 1860. ................... 718
REePORT OF THE COMPTROLLER OF THE. CURRENCY
Our national banksin wartime............ i .. ...l iiiiiiiiiiiiiiianen. 719
High efficiency and patriotism of the natlona.l banks. . ..............o.. 720
A ma]Orlty of all Liberty bonds sold placed through the national banks. . 721
Five years’ growth of the national-bank system......................... w722
Comparison of national-bank suspensions during war period with those .
occurring in previous Crises. ... ...l 722
Immunity “from failure i INCreasing . .v.euevnin i i 723
Good results from closer adherence to the law and principles of sound bank-
0 724
National-bank earnings greatest on record ..... e eiiiaiaeceaan 725
Effect of Federal control of railroads on financial condltlons in 1918...... . 726
Banking power. of the United States......................coooiiiiiiil. - 727
Balance of trade in our favor for war period is gigantic................ iee. 728
Comparative growth of National and gtate banks for five- yea.r penod ..... 729 -
National currency issued and redeemed in last fiscal year. . ............. 730 -
Trust powers for national banks...... ...ttt - 731
Federal Reserve System.......uuiueieiiiianeiinoiieaaaneaaacaaanns 731
National-bank resources reach unprecedented figures....... Cereereens .o 733

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




Digitized for FRASER

X11

CONTENTS.

REerorT oF THE COMPTROLLER OF THE CURRENCY—Continued.

Increased thoroughness of national-bank examinations......... ceverannnan
Bank officers convicted of criminal violations of law during the year ending
Oct. 81, 1918 . L ettt it et e
Condition of national banks at date of each call during the report year..
Resources—
Loans and discounts. ... ....cooioiiiii it
Amount and classification of loans by national banks in the central re-
-serve cities, etc . .. ...l
Three-year comparative statement of loans by pational banks in re-
serve cities and in-country banks.......... ... . ... ..ol

Classification of loans by national -banks in the city of New York,:
June, 1914 to 1918, ..o ittt -

L 1 T S,
United States bonds. .. .. c.oiiuiiiiiiie i
Other bonds, securities, etC... .. .o oo
StOCKB . e e iiaeeeeeeeiiceaaas
Investment securities of national banks classified.................. R
Domestic and foreign securities held by national banks..
Bank premises and other real estate owned. [ .. ... . ... ... ... ....
Due from banks. ... .. i
National-bank deposits with Tederal reserve banks . .. -..oooeonon.
Specie and gold and silver certificates. .... et ieaeaneeeaeaeaian
Exchange for clearing house. ...... ... ..ol
Liabilities— ] :
Capital, surplus, and undlvided 3.00) 117 N
Circulation outstanding. . .......vieeeeer e ia i iieieaiaaanns
Duetobanks. ... ...oiiiiiiiiiiiiiiii i et .
Individual deposits. ... ..o iiiiiir it iaaarecccaaaaan
Bonds and money borrowed. . ... .. . i it
Bank acceptances. ... ... ooooiiiiii i
Changes at time of each call, by geographical divisions, of principal items
in reports of [ 106 S e «
Relation of ca.plta.l to deposits, ete., of national banks. ..................
Percentage of principal items of assets and liabilities of ‘national banks. .
Reserve. . oot
Geographical classification of loans and deposits of national banks in re-
serve and other cities having population of over 50,000................
Growth of national banks as shown on successive calls since 1913. ... .....
Productivity of loans and bond investments of national banks
Foreign branches of national banks. ... ... .. iiiiiiiiiiiiiaiitoaioann
Net earnings and dividends of national banks..........ccoooioiiiiiiaaann
Orga.n17atlons and liquidation of national banks.........................
Increases and reductlons in national-bank capital
New charters granted and refused..................... ... ...
Capital increases and reductions, and liquidations
National banks organized since 1900........ ... ... .iiiiiiiiiiiiiaaa.
State banks converted into national banks
Changes of titles of national banks....._ ... ... . ... .. i iiioi...
Voluntary liquidation of national banks......c.cevuiiviiiiiiiiiianaa,
Failures and suspensions of national ba.nks. feeseeanetcccaccanaceanaiosean
Causes of fallure. ... .ol i it e iie e ceeaaaneans
Legislation recommended. ... .. ... . .. L. li.i.iiili.i.lL
To prohibit officers of banks from borrowing from their own banks. .
To limit direct and indirect loans to one individual, firm, or corpora-
703 PN
To provide suitable penalty for making of excessive loans .............
To authorize the comptroller to bring proceedmgs against directors for
losses sustained by bank through violation of the national-bank act.
Authority for removal of directors guilty of persistent violations of
the national-bank act. ... ... . iiiiiiiiiieiiiiiiiaaeaans
Prevent delays in taking directors’ oath....ccoeeiciiiiiiiiaiaaans
Establishment of appropriate penalties for violationsof laws and regula-
13 o3 £
Amendment to provide thatsuits against usurers be brought by Depart-
ment of Justice. .. ..o oo i i i iiieeeeeceaenne ..
To authorize special interest charges for small loans. . ..
To prevent or limit overdrafts. ......c.mesccnccmmemcacacans

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

749

750
751
751
752

753

769
769
771
772
781
781
781
782
782

786
788
791
791
791

791
792

792

793
793

793
793

793
793



CONTENTS, XITI

REPORT OF TEE COMPTROLLER OF THE CURRENCY—CODnnued

Legislation recommended—Continued. " Page.
. To limit interest paid on deposits.............................. ceeee . 793
Limitation of deposits to eight or ten times capital and surplus ....... 794
Amendment to District laws to prevent “ wildcat” banking.......... 794
To require officers and employees to give surety bonds................ 794
To require certificates of deposit to be sugned by two officers. ........ 794
To prevent erasures on the books of a bank. c..ceeeeeeiiiiiiiiiaa... 794
Standardization of by-laws..... ... .ol 794
Rechartered banks should be allowed to use bank-note plates of origi-
nal bank ... 794
Engraved signatures for national-bank notes. ....................... 795
To authorize national banks to establish branchesin the United States. 795
_To permit branch banks in Alaska and insular possessions. 795
To provide a penalty for making false financial statements for the pur-
pose of obtaining credit from national banks.......... ... ....... 795
Y To provide punishment for breaking and entering a national bank for
’ / the purpose of theft orrobbery.... .. ... ... il 795
. : To limit investment in bank butlding.......... ... ... ... 795
X To authorize United States Treasurer to sell bonds securing circula-
tion 30 days after a bank goes into llquldatlon ........ 796
To require two signatures to all “charge tickets”..... . 796
To provide for vacations and rotation of boolkeepers. 796
To require long dormant balances to be deposited in United States
B -7 1 796
To allow banks to deduct United States bonds from taxable assets.... - 796
To insure or guarantee all deposits for 5,000 orless. . ............... 797
. Legislation enacted relating to national DADKS . - -« veneeeoennrns s .. 797
National-bank subscriptions to the Red Crogs...oceu.. eesececosecaseacann 799
National-bank employees in Army and Navy.. ... oo... 799
Total number male and female employees of national banks and number

entering Army and Navy coeee e minii i iiiieiie 801

Banks other than national............ ... il 805

State, savings, private banks, and loan and trust companies.......... 805

State banks........ oo e eeeeaeeeeaaan eee. 807

Mutual savings banks.....coeeeoii il 809

Stock savings banks............ooLiiiili e 812

All reporting savings banks. ..ol 815

Loan and trust compames ...................................... 816

Private banks. . ... .o 818
Condition of all banks operatlng under State laws in each State of

the Union ... .. . i iiiiiiiiiiiaiiii...... 818

Reports of condition of all reported banks in the United States........... 824
Comparison of p11nc1pal items for years 1918 and 1917 of national and

other banks ... ... i e 825
National, Federal reserve, and State banks............. .. ... .. ... 826
Summary of the combined returns from national and other banks in June,

B MO 827
Banking resources and liabilities in each State...._ . .. ... ... ... .. _. 829
Comparatlwe statement of resources and liabilities of all banks, 1913-1918. 834 |
Growth of banks in the United States since 1863. . ..........o........... 835
Individual deposits in all reportlng banks. . ...oooiiii 838

. Cash in all reporting banks.....icceeiinnenannnnana. .. eeteeeeeeeeaaan 838
Money in the United States......ccoveen... e R . 839
National-bank circulation. . ..... ... i 841

Vault-account of national-bank currency.... ...l 841
Denominations of national-bank circulation.............. ... ... 842
Monthly statement relating to United States bonds deposited to se-

cure circulation . ... ... ..o il 842
Price and interest realized by investors in United States bonds. .. ... 842
Bonds available as security for circulation. ... ...l 843
Redemption of national-bank circulation......c.oevieiaiiiiiiia.s 844
Profit to national banks on circulation. ............. ... ..., 845
Taxes on national-bank circulation, redemption charges, examiners’

salaries, etc., and expenses of the Currency Bureau............... 845
-Bonds, etc., securing Federal reserve bank notes..................... 846

Federal reserve notes. . e ceceeee veocans eeeccceccccsacsenacsocssannn 846

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



X1V CONTENTS.

/ " Report or THE CoMPTROLLER OF THE CURRENCY—Continued. Page.
Federal reserve bank notes..c..o..ooiiie i iiiaacataanaan 851
Issue of $1 and $2 Federal reserve bank notes authorized.......... oo 852
Interest-bearing debt of the United States........coocvueiiiiiiianaaa.. 854
Bank investments in United States bonds. ................ ... ee.. 855
Rates for money in New York.................o.... e teeeeaaraaaan 855
Discount rates of the Federal reserve banks...................... .. - 856
Sterling exchange............. .. ...l .. ool 856
Transactions of Clearing-House Associations................... eeticeaas 857
New York Clearing House. ........cooiiiiiimiiiiie i iiiaiaaannnns 859
United States Postal Savings System.......ocveeeiriiiirneinennnaannn. 860
Savings banks in the principal countries of the World ..................... 861
Federal farm loan system.....oooencineeiine et i it ineeaneaaaan 864
Jointstock land banks. ... ...ttt i iie i " 869
Building and loan associations in the United States...................... 869
Receipts and disbursements for 1917....... ... .coiiiiiiiiiiiiL., 870
District of Columbia. . . ... .. . iiiiiiiiiiiiciiaciaaan 871
Banks and banking in the District of Columbia................. ... 871
Building and loan associations in the District of Columbla ............ 872
(‘onclusmn ............................................................ 872

Ezhibits accompanying volume 1, report of the Comptroller of the Currency.

Exhibit A. Federal guaranty of deposits in national banks. ... .. ... ... .. 874
Exhibit B. Number of depositaccounts which exceed $5,000 and the number
and aggregate amount of deposits of $5,000 0orless ................o... 879
Exhibit C. Legislation affecting or re]atmo to national banks.....ceeevinn.... 879
Federal reserve and national bank act amendments. .................o... - 880
Trust powers of national banks.........o........oiiiiiiiiiiia... . 880
Change in reserve requirements. . ..........oooorooileiiinaiiiiiio... 880
Receipt of fee, commission, gift, etc.: Purchase or sale of assets by or from a
member bank .......................................................... 881
Consolidation of national banks ......................................... 886
American Red Cross contributions. ...cueeeeeeneoeeeeaeecaenaenaenaennnn 886
Fourth Liberty bond acts. .. .. ..o e, 887
Fourth Liberty bond act approved J uly 9, 1938, ..o eanannn, 887
Fourth Liberty bond act approved September 24,1918, . .. eaoil... 887
War Finance COrporation &Ct. .. ... .....emoeveenreennneinmnaaaeennanns £89
Conservation of gold supply act......... ... ... ...l 895
Civil rights of members of the Military and Naval Establishments......... 897
Exhibit D, Liberty loan bonds owned, held as collateral to loans, etc., Decem-
. ber 81, 1017 . e 897
| Exhibit E. leerty loan bonds owned held as collateral to loans, etc., March
S 1) 901
‘Exhibit F. Subscriptions for bonds of the third Liberty loan, as shown by
reports of condition of pational banks, May 10, 1918.............. ... ... 906
Exhibit G. Liberty loan bonds owned, amount which banks have contracted
to sell on partial-payment plan or otherw1se etc., June 29, 1918 ........ ... 911
Exhibit H. Liberty loan sonds owned, amount whlch banks have contracted
to sell on partial-payment plan or otherwise. etc., August 31, 1918............ 916

Exhibit I. Number and aggregate amount of loans made between March 4,1918,
and May 10, 1918, at rates in excess of hlcrhest rate permissible by law under

written Contract . . ....c.eioiiiiia it sececarecanns 921
‘Exhibit J. Usury and the banks. - :..... ot i iiieeeeeeacenanannn. 922
REPORT OF THE COMMISSIONER OF INTERNAL REVENUE: :

Record of growth. ... ..o oo i i 930
New era of taxation. .. .oceeeeennieinonenaiennoannann e ©.930
WAL TEVEIIUEE. . - o e e es e v eeenesmrcemeseneonaccneneneeasnsnaeasaaenanan 931
Administrative reorganization.............. ...l e 932
B ey o 7 - AP 933
Incomes and excess profits. .....co.cieuieiiiiiiL, e eeeenieeeaas 935
Interpretation. ... ... ceiiin e 937
Regulations and forms. .. 938
Securing returns................... ettt 939
Excess proﬁts tax rev1ewers ........................................ 940
Undisturbed corporate income.....oeeeemicieeiiae i, 941

Withholding at the source. . .ccvviiinieireieieiaiiinienieanans 942

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



CONTENTS, XV

REPORT OF THE COMMISSIONER OF INTERNAL REVENUE—Continued.

Incomes and excess profits—Continued. : Page.
Handling returns. ... .oeeeeni it iiiiiicieacea 942
Collections. .. coet ittt i ettt cie ettt e e rea e 943
Information at the source.......coueinoiiiiiiiiiiiiiiiiiiiieannan. 944
Delinquents. ... .oo it 944
Audit and verification of returns.............. ..o, 945
New .auditing Program. .. ... .....ceuiuoeniieiiiniiiaiaeanaeaacaaen 946

Net estates of deCodents. . ...« . xnezenenensomeneamaneeeeananenennn 949

Distilled spirits and alcoholic beverages................cooiiiiiiiiaanns 950
Denatured alcohol 950
Distilleries........ccoeeeceecenn... . 951
Fermented liquors. . ..coeenoa il 951
Wines and cordials. ... ... ... i iiiiiiiiiiiaan 951

Tobacco and tobacco manufactures. ... ....o.veeeeerioiererennanaaans 952

Oleomargarine. . .....ooveueniiaininniainnanns e eeereecaeaean 953

Adulterated Bubtter i cceeee v i eeaaa 953

Renovated butter. ... oo oo i 953

Mixed flour. ..o e i ... 953

War-stamp taxes........... et e 953

Public utilities, insurance, and sales by manufacturers, producers, and im-

100 7 955
NATCOICS. .« et et e e e it e e 955
Conservation of man power and war materials. .............. ... ....... 956
Capital stock of corporations.........c.cooooiiiiiiiii il 957 -
The legal force and its work. ... ...ooeenei i 958

Court decisions. .. ...coeoeiiiieiiiiiiii i e 959, 930
Offers in compromise................ P et 959
Suits and prosecutions.......o.uieeiiiiii i 960
Real estate acquired under 1nternal-revenue laws. ...l 960

Claims for abatement and refund........... ... ... ... ... et 960

Internal-revenue stamps. - .. ... cuieieeeiameeeaiete e ae e aaaaas 961

Chemical analyses. ... ...c...iiiiiiiiiiiiii B, 962

‘Synthetic glycerin. .. ..ol et e 963

Campaign of education... ... il lilliiillllel. 963

Statistical work. ... ... .. .o SR 965

Bureau personnel... ... ...l ... 966

Internal-revenue field service.... ... ... ...l 968
Recruitment and training. ........... ... ... S 969
Readjustment of SAIATIES. .%o . oo ot 970
Rearrangement of collection QAStIACTS. .ot . 971

Cost of administration...... b A 972

Prospective legislation. ... ..cceiiieiiiiiiiiiiii 973

Perpetuation of new policy..........ocooviii i 974

Summary of internal-revenue recelpts years ended June 30, 1917 and 1918,

DY BOUTCES. . oo ettt e f et e ieiieaaieaiaiaaiaaann 976
Summary of internal-revenue receipts, years ended June 30, 1917 and 1918,

by collection districts. ... ... i i 978
Summary of receipts from income and excess profits tax, years ended June

30, 1917 and 1918, by States and Territories. ... ................ e 979
Total internal-revenue receipts, by fiscal years, 1863-1918. ... ... :....... 980
Decisions of the courts in internal-revenue €ases....ceeeeceeceareaananecan 980

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



ANNUAL REPORT ON THE FINANCES.

TrEASURY DEPARTMENT,
Washington, December 2, 1918.
Sir: T have the honor to make the following report :
During the past year the stupendous financial needs of America
and the nations associated with her in the prosecution of the war
- have been met. From a peace basis the Nation has gradually ad-
justed itself to a war basis. Nonessential industry has largely given
way to essential industry. -

* The payment into the Treasury of vast sums in war taxes and from
bond sales, and the transformation of our varied and comples
economic life to the supreme task of winning the war, have been
accomplished without shock or financial disturbance. The credit
and business structure of the nation remain sound and strong.

The fundamental -fact underlying these great economic achieve-
ments has heen the inflexible spirit and purpose of Aerica to secure
for the world the blessings of that kind of liberty and justice in
which America was conceived, and without which neither America
nor ctvilization can exist. Falsely reputed by her enemies to be a -
heterogeneous people incapable of united action, America has re-
vealed herself to the world as a solidified, homogeneous, altruistic,
and unselfish nation, willing to expend her blood and treasure with-
out, stint for the vindication of her ideals and the rights of mankind.

The war has been won and peace 1s assured. Our heroes on land
and sea have illumined the pages of America’s glory with immortal
deeds. Their achievements, with the valorous deeds of their com-
rades in arms, have given a new meaning to democracy and have |
brought a new order into being. May their splendid triumphs be
unmarred by vengeance and unsullied by injustice.. May the new
peace of the world be in truth that peace of justice and humanity
for which America has fought. '

The results of the four Liberty loans are a tribute to the patriotism
of the American people, and to the economic strength of the Nation.

Following the first and second loans, which were discussed in the
Annual Report of the Secretary of the Treasury for 1917, the

- third and fourth Liberty loans were offered and largely oversub-

scribed. Unaccustomed to the purchase of Government bonds, or,
indeed, to the purchase of bonds of any sort, the: American people

responded to the calls of the Government with the most gratifying
loyalty and patriotism. In the third Liberty loan $4,176,516,850 was
subscribed by more than 18,300,000 people, an oversubscription of
$1,176,516,850; in the fourth Liberty loan, $6,980,047,000 was sub-
scrlbed by more than 21,000,000 people, an oversubscrlptlon of
$989,047,000.
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2 REPORT ON THE FINANCES.
o

These figures indicate the wide distribution of the bonds and the pop-.
ular character of the loans. In addition to Liberty bonds, over eight
hundred million dollars have been invested in. war-savings certificates
by the American people. These securities are assets of very great
value in the hands of individuals and represent the benefits of saving
and economy. The hope is earnestly expressed that with the return
of peace the American people will continue to foster the habits of
thrift and avoidance of waste. The happiness and prosperity of
every people, individually and collectively, rest upon their ability to
save more than they spend. The campaign for war-savings should
have a permanent effect in stimulating and encouraging peace sav- .
ings. The habit of thrift is one of the benefits of the war that must
be permanently secured to the American people:

Every effort has-been made by the Treasury and related agencies to
strengthen and protect the economic and business situation, whatever
the duration of the war. The special instrumentalities created to
meet the exceptional conditions have proved eminently successful.
The War Finance Corporation has extended assistance to war indus-
tries and . exercised functions of great value. The Capital Issues
Committee has exerted a beneficial influence, and, as far as possible

"under the present law, has regulated the issue of securities in com-
petition with the Government’s loans. Farmers have been assisted
. through the farm-loan system and special measures have been taken
for their protection in order to preserve.the food supply of the nation.

The pressure under which this report must be written, the limited
time for its publication under the requirements of law, together
with the rapidly changing conditions incident to the transition from
war to peace, make it impossible to do more at the moment than to
give a hastily prepared narrative of the work of the Treasury dur-
ing the past year. The discussion of many of the policies and ques-
tions affecting the problems of the Treasury, which I should have
been glad to incorporate, must be deferred to a more favorable time
and when conditions have been more fully developed.

The situation with regard to taxation for the fiscal years 1919
and 1920, however, has developed sufficiently to permit of a review
of the problem at this time and to suggest a program which it is
believed will meet the requirements of the Treasury and at the
same time conserve the business and prosperity of the country. In
view of the assurance of peace, it has accordingly been recommended
to the Congress that the pending revenue bill be modified so as to
yield $6,000,000,000 payable in the calendar year 1919 and not less
than $4,000,000,000 payable in the calendar year 1920. Thisis a reduc-
tion of $2, OOO OOOAOOO for 1919 and a further reductlon of $2,000,-
000,000 for 1920, as compared with the orlglnal estimate of $8,000,-

| 000,000, which was submitted in June, 1918, in preparation for a
long war. The changed situation justifies this reduction, and it
is respectfully suggested that a bill providing for this reduced taxa-
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SECRETARY OF THE TREASURY. ’ 3

tion be written into law as promptly as possible, in order that the Treas-
ury may be enabled to put it into effect. Unless the measure becomes
a law in the near future, it will not be physically possible for the
Treasury to frame the necessary regulations and to print and-dis-
tribute the necessary .forms before the returns and taxes will be
due; the enforcement of the law will thereby be imperiled. Aside
from the necessity of prompt determination of the taxes for the year
1919, it is believed to be imperative that the tax law for the year
1920 be enacted now in order that the people of the country may
know in advance the rates and the subjects of taxation and the
dimensions of the tax burden that must be imposed and applied
to the business and industry of the country for the calendar year
.1919. The wisdom of such action is emphasized by every sound
economic consideration and wise tax policy It is desirable and nec-
essary from the viewpoint of the Treasury in financing the period of
readjustment and from the viewpoint of business and labor and
industry generally. We must lift the burdens of taxation from the
people to the greatest possible extent during the period of read-
justment now at hand, and by so doing we shall make more certain
the continued prosperity of the country. The situation is discussed
more in detail elsewhere in this report under the heading “ Internal
- Revenue.” _
: THE COST OF THE WAR. K
The following is a statement of revised receipts and expenditures
for the fiscal years ended June 30, 1917, and June 30, 1918:

FISCAL YEAR ENDED JUNE 30, 1917.
_ Receipts: ’
Ordinary and Panama Canal..._........... $1,124,324,795.02
Public debto..oneoniie e, 2.428,017,799. 61

- Total receipts. . cvnveeiven et $3,552,342,594. 63
Expenditures: )

Ordinary and Panama

Canal ............ s $1,107,798,131. 74
Purchase of obligations of

foreign Governments.... 885,000,000. 00
Payment for Danish West

Indian Islands.......... 25,000,000. 00 ;.
Subscriptions to stock, Fed-
- eral land banks......... 8,880,315.00

Total ordinary and
_special expenditures................ 2,026,678,446. 74
Publicdebt................. eeeeieeaeaa 677,544,782.25

Total eXPenditires. . .. .oueeeeeeeeneeeeenennenennan e ©2,704,223,228. 99
FISCAL YEAR ENDED JUNE 30, 1918.
Receipts: :
Ordinary and Panama Canal . ceeeene-.. $4,180,425,155.99
Public debt.....oooeil i 16,974,889,209. 61

Total receipts. . covvveerneeeeerenenancnnns ereeceaaes ... 21,155,314,365. 60
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4 REPORT ON THE FINANCES.
Expenditufes:-'
Ordinary and Panama
(07:1:7: 1 N $8,392,464.986. 32

Purchase of oblloatlons of
foreign Governments. ... 4,739,434, 750. 00
" Purchase of farm-loan bonds 64,171,551. 08

" Total ordinary and i

special expendlturee ................ 13,196.071,287. 40
Publicdebt......coviuiiiiiiiiiiiiiiiiit 7,706,879,075.13
Total expenditures........ccoeeenan.... e 20.902,950,362. 53

An analysis of the above table for the fiscal year 1917 shows that
exclusive of public' debt transactions, the receipts for the year
amounted to $1,124,324,795.02, and expenditures for the year
$2,026,678,446.74, including $885,000,000 on account of the pur-
chase of obligations of foreign Governments. From this it will be
noted that, exclusive of public debt transactions, 55 per cent of the.
expendltures for the year were paid from revenue receipts. If the
purchase of obligations of foreign Governments is deducted from the
total ‘ordinary and specml expenditures, that is, expenditures
exclusive of transactions in the public debt, the result is $1,141,678,-
446.74, and the above figures show that over 98.5 per cent of thls
amount was paid from revenue receipts.

A similar analysis of the table of revised receipts and expenditures
for the fiscal year 1918 shows that, exclusive of transactions in the
public debt, the receipts for the year were $4,180,425,155.99, and
expenditures for the year $13,196,071,287.40. These ﬁgures indi-
cate that, exclusive of public debt trans,actlons, 31.6 per cent of the
expenditures for the year were paid from revenue receipts. If the
purchase of obligations of foreign Governments is deducted from the
total ordinary and special expenditures, that is, expenditures exclu-
sive of transactions in the public debt, the result is $8,456,636,537.40,
and the above figures show that 49.4 per cent of this amount was
paid from revenue receipts. '

If it is assumed that the normal expendltures of the Government
for the fiscal years 1917 and 1918 on a peace basis would have been
' $1,000,000,000 for each year, the cost of the war up to June 30, 1918,

would appear to be as shown in the following table:

Total ordinary and special expenditures for
the fiscal year1917.. ..o ..., $2, 026, 678, 446. 74
Estimated normal expenditures for the year.. 1,000, 000, 000. 00

Estimated war expenditures for fiscal year 1917 .. ................ $1, 026, 678, 446. 74
Total ordinary and special expenditures for . ‘ )
the fiscal year 1918........ ... ... .. ... $13, 196, 071, 287. 40
\ Estimated normal expendltures for the year.. 1, 000, 000, 000. 00

Estimated war expenditures for the fiscal year o .
R 12, 196, 071, 287. 40

Total estimated war expenditures to June 30, 1918.......... 13, 222, 749, 734. 14
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SECRETARY OF THE TREASURY, 5

With regard to.the expenditures for 1917 and 1918, it must not be
assumed that the entire amounts stated have beer permanently
absorbed because a large part of the expense (including ordinary ex-
penditures and war expenditures) is represented by productive invest-
ments and will be reduced by salvage, ete. It would require several
months to obtain the necessary data to analyze the expenditures for
1917 and 1918 for the purpose of giving an accurate statement of
capital outlays, salvage, etc. The following table, however, i incom- |
plete as it is because of the lack of available information, will serve
to point out some of the Government’s investments and expenditures
upon property of a permanent character during the fiscal year 1918:
Navy Department, new vessels, equipage, navy yards, stations, etc..... $425, 000, 000

War Department, land, construction equipment and extension of
buildings (not including cantonments), railroads and marine equip-

ment shop and power machinery, etc., and river and harbor works.. ~ 370, 000, 000
Interior Department:. )
Reclamation fund..........o.o.o o Ll et 5, 000, 000
Construction and operation of Alaskan railroads................. 11, 000, 000
Department of Agriculture, nitrate of soda for resale..........7...... 6, 250, 000
Treasury Depar(l')ment public buildings under control of Treasury De-
partment; i. e., post offices, court houses, custom houses etc....... 10, 000, 000 -
Grain (‘orporatlon ................................................. 50, 000, 000
War Finance Corporation............l.oo.ooooooiiii.. weee. 44,929 000
United States Shipping Board Emergency Fleet Corporation.......... 770, 000, 000
Panama Canal construction. ... ... .. cciiitiiiiiaiennnineniannan. " 4,000, 000
Purchase of obligations of.foreign Governments................:...... 4,739, 434, 750
Purchase of farm-loan bonds. .....oceei i 64,171, 000
0 7 6, 499, 784, 750

It should be remembered that the ﬁgures in the foregomg tabula-
tion represent costs during war time and do not mclude any allow-
ance for depreciation.

The cash expenditures for the-fiscal years 1917 and 1918, as pub-
lished in. the daily Treasury statements, and classified accordlng to

, Government departments, and a statement of the public debt as of
June 30, 1918, are attached as Exhibits 1 and 2, respectively.

THE THIRD LIBERTY LOAN.

In the spring of 1918 the condition of the Treasury and the ap-
proaching maturities of outstanding certificates of indebtedness made
it necessary to consider the offering of another Liberty loan. Ac-
cordingly, the Secretary of the T reasury sought from the Congress

authority for the necessary changes in terms and conditions of the

proposed new loan.

With the bonds of previous loans selling below par and industrial
and other securities yielding a return much in excess of the interest
rate on Government bonds, the question of the rate of interest on
the new bonds became acute.. It was the general banking opinion
that the rate should be 43 per cent, and few believed that it
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6 REPORT ON THE FINANCES.

would be possible to sell the necessary large amount of bonds at a
lesser rate. The Treasury, on the other hand, stood firm in the belief
that the rate of interest would not of itself maintain Liberty bonds
at par in the financial markets; that the price of Liberty bonds, even
though quoted at less than par on the exchanges, would not deter
the American people from buying at par the same bonds when
offered by their Government to secure the necessary funds to carry
on the war; that the patriotism of the American people was not
measured by interest rates nor determined by the fluctuations in the
market price of Government bonds on stock exchanges.

The situation was very complex. There could be no denying the
fact that existing issues were selling below par, nor could there be
any refutation of the claim, except by actual experiment, that the
investing public would not buy the new issue at par when the same
bonds could be bought in the open market below par. The Treasury
felt, however, that to raise the interest rate to 41 per cent would
mean a corresponding increase in the cost of the war and force still
higher interest rates on future issues of industrial and other securi-
ties, as well as further to depress the price of existihg long-term
bonds. On the other hand, it seemed clear that the time had
arrived when every effort should be made to stabilize the interest
rate on Government bonds and to reach a point where there would
no longer be expectation of further increases in rates.

It was decided, therefore, to recommend that the Congress authorize
the issue of a 4} per cent nonconvertible bond, or an increase in the
interest rate of one-fourth of 1 per cent instead of an increase of
one-half of 1 per cent. Such a bond, it was believed, would result in
accomplishing two things, first, the stabilization of the interest rate

. as far as it was possible to stablhze it in the extraordinary circum-
stances then existing, and, second, the elimination of the conversion
privilege, which had become no longer necessary for the sale of the
bonds and which in itself had a tendency to create a demand for a
constantly rising rate of interest on successive issues.

Congress by the act of April 4, 1918, known as the third Liberty
bond act (Exhibit 3), indorsed the recommendation of the Treasury
and authorized the issue of a 4} per cent nonconvertible bond. A
great saving in interest charges to the Government was thereby ef-
fected. As the bonds of the two previous Liberty loans were con-
vertible into bonds of the third Liberty loan, an increase in the inter-

- est rate to 43 per cent would have imposed a large additional hurden
upon the American people in the way of taxation for many years
to come. Furthermore, all subsequent issues would probably have
had to be at this higher rate of interest, with the inevitably enlarged
interest burden, and it might have been necessary later on to increase
the rate of interest still further.
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. SECRETARY OF THE TREASURY. 7

. The third Liberty bond act increased also the amount of bonds au-
thorized from $7,538,945,460 to $12,000,000,000. The amount of ¢b-’
ligations of foreign Governments engaged in war with the enemies of
the United States which the Treasury was authorized to purchase was
increased from $4,000,000,000 to $5,500,000,000, and the amount of
Treasury certificates of indebtedness authorized to be outstanding at
any one time was increased from $4,000,000,000 to $8,000.000,000.
Under the terms of the new law the bonds issued thereunder were re-
ceivable under certain conditions in payment of estate or inheritance
taxes imposed by the United States, and the Secretary was authorized
to purchase each year 5 per cent of each outstanding issue of Liberty
bonds (other than 8% per cent bonds).

The third Liberty loan was offered to the public on April 6, 1918,
the first anniversary of America’s declaration of war. The.terms -
of the issue are described in Department Circular No. 111, dated
April 6, 1918, which is attached as Exhibit 4. The form of appli-
cation for bonds by subscribers generally, and the form of appli-
cation by incorporated banks or trust.companies for bonds to be
sold in lots of $10,000 or less to any .one subscriber upon payment in
full by such subscriber, are also attached as Exhibits 5 and 6,
respectively.

The bonds are dated May 9, 1918, and are payable on September
15,1928. Subscriptions for $3, ()OO ,000,000 were invited, and the right
was reserved to allot additional bonds up to the full amount of any
oversubscription. The subscription period extended from April 6,
1918, to May 4, 1918. ’

The loan was largely oversubscribed. The results by Federal
reserve districts, arranged in the order of percentage of oversubscrlp-
tion, were as follows:

Results of third Liberty loan subscriptions accordmg to Federal reoewe

districts.
Percenft- Per cent
. age o Sub- of popu-
District, Quota. Subscriptions.| quota A lation
. Sub- seribers. sub-

scribed. scribing.!

MinneapoliS. . .ocvveeerienaneneeiacinnnns $105,000,000 | $180, 892,100 172.28 | 1,221,504 23.8

Kansas City......... .- henn 130, 000, 000 204, 092, 300 156.99 | 1,190,193 16.0

St. Louis. ..|" 130,000,000 199, 835, 900 153.72 | 1,186,377 12.7

Atlanta.. 90, 000, 000 137,649, 450 152.94 584,196 . 5.8

Dallas...... 80,000, 000 116, 220, 650 145,27 719,210 12.7
Philadelphia 250,000, 000 361 963 500 144,79 | 1,670,229 25,21
Richmond.. 130, 000, 000 186 259 050 143.27 858,358 9.2 ;
Chicago.. 425,000, 000 608 878 600 143.26 { 3,479,315 24.7 |
Boston.......... 250, 000, 000 354, 537 250 141,81 | 1,512,555 21,7
San Francisco... .| 210,000,000 -287, 975, 000 137.13 { 1,402,584 211§
Cleveland........... .1 300,000,000 405,051,150 135.02 { 1,440,681 .4
NeW YOrK..oeevnraeannnnnns ‘| 900,000,000 | 1,115,243,650 | 123.91 | 3,043,123 i
Grand total. .| 3,000,000,000 | 4,158,599,100 . .. .| 18,308,325 !

- Treasury.......... 17,917,750 |... 68,490
Finaltotal. .. .ooooveiiiiiiiiiait]iinnnnnees S 4,176,516, 850 139 21 | 18,376, 815

L The percentage of gopulatxon subscribed-is based ob the estlmated population of the United Stateson [
Tuly 1, 1917, namely, 103,620,273 :

-
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8 REPORT ON THE FINANCES.
Subscription to the third Liberty loan by Stetes.
Per cent Number of Per cent
State. . Quotal ' |Subscriptions. cgi]]cg_a Population. | o O t?g]?gfl%
s seribed. scribed.
Alabama............ $14, 249, 000 $23, 153,850 162. 4 2,363,939 109, 800 4.62
iz 4,766,756 11 176, 450 234.4 263 588 53,288 20.2
15 351, 500 22 709,950 147.9 1, 766’ 343 163,015 9.2
133, 820 429 1”4 823, 150 130. 6 3,0""‘,032 759,622 25.07
19, 661, 600 31,049,800 |- 157.9 988, 320 177,937 18.03
41,243, 500 70,319,550 |  168.07 1, 245 373 354, 382 28.4
8,561,850 25 396 400 296.6 >915' 160 42,940 19.9
12,870.000 | . 25 992 250 219.6 396, 282 135.824 36.7
11, 287, 600 18 031,100 159.7 916 185 77,400 8.4
("eorgla 28, 551, 000 39,133,050 | 137.6 2,895, 841 167,000 6.1
Idaho. .. 7909, 366 10,657,050 [ 135.9 445,176 77,196 17.3
Illinois. . 197,138,050 | 279,253,700 | 141.6 6,234,995 | 1,607,671 25.7
Indiana. 62,907, 300 84,729,200 | 134.6 2,835, 492 479, 029 16.1
{ owWa. ... 71,050, 000 117 211 450 164.9 2,224,771 660,942 29.07
Kansas.. 29,330, 350 47,300,700 | 163.9 1,851,870 | 317,469 17.5
Kentucky. 25,525,450 43,672,600 |  171.9 2,394,003 191, 042 7.9
Lonisiana. 26, 358, 750 34, 533,150 131.3 1,856, 954 136, 600 7.3
Maine.. ... . 12,762,000 18 348 100 144.6 777,340 122, 846 15.8
Maryland . 38, 259, 000 48,729,800 { 127.3 1,373,672 253,916 18.4
Massachusetts 162, 388, 000 228 329 750 140.6 3,775,973 807,410 21.3
Michigan.. 83,600,000 | 107,671,400 | 128.7 3,094, 266 632,476 20.4
Minnesota . 71, 500, 000 98,778,000 | 1381 2,312, 445 598,595 25.8
MlsSlsslppl 12,910, 700 17,804,950 |  137.9 1,976, 570 99, 888 5.05
Missouri.. 78,991,050 | 110,811,350 | 140.2 3,429,595 649, 584 18.9
Montana. . .. 9,000, 000 17,632,750 | 195.9 472,936 113, 038 23.9
Nebraska. .- 30,918, 650 50, 684, 850 163.9 1,284,126 244,484 17.6
Nevada....... . 2,576,442 4,725,250 | 183.4 110,738 23,129 20.9
New Hampshire 10, 162, 000 14, 252, 000 140.2 444,429 88,333 19.8
New Jersey. .. 91 366,840 139,914, 300 153.1 3,014,194 647,382 21.4
New Mexico. .. 3 593, 750 5, 998 500 166.9 423, 649 38,766 9.1
New York. ... 819,021,500 | 985,559,600 | 122 10,460,182 | 2,456,349 23.5
North Carolina 18, 655, 000 24 582 250 131.8 2,434,381 81,582 3.3
+  North Dakota 6,500, 000 12 100 400 186 765,319 135,044 17.6
hi 164,079, 150 225 133 350 137.2 5,212,085 794,246 15.2
27,809, 200 39,404,500 | 141.8 2,289,855 272,917 11.8
18,470,955 28,201,700 |  153.2 361, 992 148, 588 17.2
359,170,000 | 467,753,550 | 130.2 8,660,042 | 2,032,704 23.4
: 25,000,000 28,717,700 | 114.8 625,865 165, 666 26.4
South Carolina. 14,625, 000 19,426,250 | 132.8 1,643,205 87,905 5.3
South Dakota. . 22,000,000 31,443,600 142.9 716,972 208, 354 29
Tennessee.......ocoeeeeanns 24,205,000 33,762,000 139.4 2,304, 629 105, 722 6. 54
Texas... . 73,910,000 97, 322, 500 131. 6 4,515,423 611,741 13.5
Utah.. 10 300 080 13,048, 650 126.7 443, 866 70,905 15.9
Vermont.. 6 600 000 9, 330, 750 141.3 364,946 66, 651 14.8
Virginia..........coeoia... 29, 809, 000 44,048, 750 147.7 2,213,025 173,787 7.8
Washington................ -y 29,357,827 42,908, 350 146.1 1 597 400 258,335 16,1
West Virglma. ...... 21, 770 300 31,913,250 146. 5. 1 412 602 156, 033 11
Wisconsin.................. 53,600, 000 86,434,250 |  161.3 2,527,167 530,938 21
Wyoming.................. 4,864,700 7,330,550 | 150.6 184,970 47,049 25.9
Alaska.. . .iiiiiiineaanan 637, 828 1,737,250 . N ..
Hawaii.-....coovnieeeen... 3, 610 317 4,819, 850 5
Guatema]a [ R SO P, 500
Treasury....uoeeeeecmeaemanfoenaanaaannns 17,917,750
Unallocated.co.eeelveereee]oernerannannns 529,150
Total........ RN ceeeeneceeen-n.] 4,176,516,850 |.......... 2103, 620,273 | 18,376,815 17.7

. 1Quota assigned by Federal reserve banks,
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Statement showing esumated number of subscribers to the third Liberty loan, the par value of bonds subscribed for, and subscriptions classified
according to denominations.

N
2
i ; $10,050 o $50,000, $50,050 to $100,000, $100,050 to $200,000, :
$50 to $10.000, inclusive. *inclusive. in c}usive.' inclusive, Over $200,000. Total.
Federal reserve district
Number Number Number Number Number Number
of sub- Par amount, | of sub- |Paramount.| ofsub- |Paramount.| ofsub- |[Paramount.| ofsub- }Paramount.[ ofsub- |Par amount.
seribers. seribers. scribers. seribers, seribers. scribers.
Boston. . ..coiiiiiiaiaieaan 1,509,840 | 8189,597,650 1,961 | 350, 892, 800 609 ‘| $32, 220,050 85 | $24, 219, 200 60 | 857,607,550 | 1,512,555 | $354,537,250
New York............ 3,036,980 523, 226, 650 4,628 | 127,456, 850 763 | 68,562, 600 322 | 50,145,050 430 | 345,850,500 | 3,043,123 | 1,115,243,650
Philadeiphia 1, 668, 045 239, 036, 350 1,107 | 28,225,500 967 | 24,239,750 59 9, 050, 450 51| 41,391,450 | 1,670,229 361, 963, 500
Cleveland............. 1,437, 863 255, 046, 600 2,249 | 61,106,050 355 | 30,764,000 134 | 20,979,800 80| 37,154,700 | 1,440,681 405 051, 150
Riechmond............ 857, 4 145, 602,050 | 782 | 19,304,750 106 8,751,100 33 5, 520, 1 17 7,080, 850 858,358 186 259 050
Atlanta............... 583,495 109, 708, 250 596 | 13,878,300 74 6,426, 400 18 2,726,500 15 4,910,000 584,196 137 649 450
Chicago. .. 3,476,765, 468,469,950 2,061 | 56,378,000 205 | 26,719, 150 102 | 16,154,600 92 | 41,156,900 3,479,315 | 608, 878, 600
St. Louis........ouunes 1,185, 282 161, 385, 300 949 | 20,672,700 89 6,966, 100 43 5,780, 450 14 5,031,350 | 1,186,377 199, 235,900
Minneapolis........... 1,221,100 | 160, 344,150 334 | 9,631,150 41| 3,509,850 201 3,432,050 9| 3,975,000 | 1,221,504 | 180,892,100
Kansas City........... 1,189,125 | 179,014,150 987 15,186,000, 55 | 4,467,050 22 | 3,120, 600 4| 2305000 | 1,190,193 | 204,092,800
Dallas................. 718, 646 94, 490,900 489 | 12,257,700 53 | 4,225,000 17| 3,107,050 5| 2,140,000 719,210 | - 116,220,650
San Franciseo 1,401,265 | 219,563, 450 1,093 | 28,598,250 131 | 10,014,350 32| 7,720, 43| 22,078,100 | 1,402,584 | 287,975,000
Treasury......c.ceeveeennnn. 68,489 5,443,730 | ceveiiei e e e e 1 12,474,000 68 490 17,917,750
Total.....coovemuaeoa 18,354,315 | 2,770,933, 150 17,236 | 443,587,950 3,538 | 226,865, 400 905 | 151,956, 700 821 | 583,155,400 | 18,376,815 | 4,176, 516,850
s N .
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Amount of each denomination of the third~Liberty loan delivered to subscribers.

0T

[Oct. 15, 1918.]

Federal Reserve bank and detail $50 $100 8500 | - 81,000 $5,000 |  $10,000 £50,000 $100,000 Total.
" Boston: . ' :
Cou pon $54,539,900 | 840,041,200 | $21,141,000 | $131,732,000 | 826,030,000 1 $52,430,000 |.............|eeecueuecuco.:. $326, 814, 100
Registered 626, 550 2,313,100 2,455, 500 4,573,000 2, 555,000 9,650,000 $2, 850, 000 $2, 700, 000 27,723,150
Total 55, 166, 430 A 43, 254,300 23, 596, 500 | 136,303, 000 | 28,585,000 62,080, (500 2,850, 000 2,700,000 | = 354,537,250
New York: . i _ L‘U
COllpOn ..................................... 116, 249, 950 112, 265, 400 60,505,000 | 555,000,000 50,000,000 | 155,000,000 |..............|..... ... .... 1,049,020, 350 =
Registered..coceiieeineiariieinnarnennnnnns 913, 000 3,613,300 3,893,000 7,479,000 3,885,000 .7,140,000 7,200,000 32,100, 000 66,223, 300 r
X017 D 117,162,950 | 115,878,700 64,398,000 | 562,479,000 53,885,000 | 162,140,000 7,200,000 32,100,000;| 1,115,243, 650 ":od
H
Philadelphia: . -
Coupon. . R 61, 895, 300 51,840,200 29,897,500 | 116, 765,000 22,130,000 58,000,000 {.......cvneedinnanann... 340, 528,000 [=]
Registered. . 286, 250 1,609, 900 1, 886, 500 4,782,000 2,250,000 3,980, 000 1,750,000 3,900,000 20, 444, 650 7
Undelivered. .. g 990,850 H'
Total..... semeeeereraieaesaaad A 62,181, 550 53, 450,100 31,784,000 | 121,547,000 24, 380,000 61, 980, 000 1, 750: 000 3,900,000 361, 963, 500 E
Y Cleveland: : ~ . i
g Coupon............ .............. 76,273, 550 69, 927,000 43,677,500 { 104,980,000 25,415,000 41,100,000 |........... veafeesrenvenen ..« 361,373,050 E
Registered. . eee| 1,034,400 | 4,071,900 6,768,000 | 10,093,000 | 3,930,000 | 5,150,000 |  4,900,000°| ""'6,800,000" 43,647,300
Undelivered F N 1 O O I ,800 S
. TOAL e avennereeenernnenncnnneneaneranennss 77,307,950 | 74,898,900 | 50,445,500 | 115,073,000 | 29,345,000 | 46,250,000 | 4,800,000 | 6,800,000 | 405,051,150 cz)
Richmond: - (t;j2
© Coupon..... eecenbetinnsesinosasiossoarsanas 32,114,400 34, 228, 500 20, 257,000 54,061,000 10,100, 000 14,690,000 |.o0eoeennn..in ceeeeeemrcones 165, 450, 900 N
Reégistered.. . 593,150 2,514,100 3,250, 500 6,440,000 2,600,000 2,740,000 1, 400, 000 900, 000 20, 437,750
Undelivered....oceveeenveninieinane. vevronalian ceeminecas P AR P eeerarenes PS PR efescscacadoanes 370, 400
TOtBLueceeunenueaeranneeconnecnnnaneennns| 32,707,550 | 36,742,600 | 23,507,500 | 60,501,000 | 12,700,000 | 17,430,000 | 1,400,000 900,000 | . 186,259,050
Atlanta: : - ] .
COllpO!J ..... eersereieineenarbeaaas 23,264,600 27,163,000 16, 295, 500 41,908. 000 5,670, 000 6,470,000 f.0eroennnnn.. P P vevrenan . 120,771, 100
- Registered.. . 498, 700 1,719, 900 2,388, 000 5,168,000 2,620,000 2,380,000 450,000 - 500, 000 15, 724, 600
Undelivered....ococvevinieiiieaierenannennlonaes A N P P [ PPN N teennnns . 1,153,750
TOBL.uvuuveneenrcncencranancronsmanananens| 23,763,300 | 28,882,000 | 18,683,500 | 47,076,000 | 8,200,000 | 8,850,000 | - 450,000 500,000 | 137, 649, 450
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Chicago: . )
COUDOD...eveurnaneronaroronanaincnnn «-e-o| 120,285,600 | 140,212,200 74,385,500 | 143,435,000 29,195, 000 35,020,000 |........... F P 542, 513,300~
Registered.. . ... reaan s ceeveeeed] 73,762,400 | 14,351,400 | 12,855,500 | 14,211,000 | 4,165,000 3, 670, 000 6,950, 00! 6, 400, 000 66, 365, 300
121,028,000 | 154,563,600 | 87,241,000 | 157,646,000 | 33,360,000 | 38,690,000 6,950,000 6,400,000 | 608,878,600
St. Louis: X . . '
Coupon...... .| 42,862,000 | 45,120,300 | 26,432,000 { 53,820,000 5,225,000 4,420,000 {oeneennenenna|onenrenaanenns 177,879, 300
Registered......... 1,197,100 3,782,500 ] 5,046,000 7,531,000 1,980, 000 1, 370, 000 850,000 200, 000 21,956,600
" Totaleeeennn..... e 44,059,100 | 48,902,800 | 31,478,000 | 61,351,000 7,205,000 | 5,790,000 850,000 200,000 | 199,835,900
Minneapolis: : K
LT L T T T 40,110,150 | * 586,316,000 18,177,000 27,716, 000 6,940, 000 11,330,000 {..cneeenneeeifeonnineaanans 160, 589, 150
Registered... 1,431,300 5,946, 900 3,967,500 3,493, 980, 000 , 800, 1,100, 000 1, 200, 600 19,918, 700
~ cUndelivered. ..oooveneneeiiieenienenennceeeaifocnieniiiei oo e e es e D P 384,250
7 N ISR 41,541,450 | 62,262,900 | 22,144,500 | 31,209,000 7,920,000 | 13,130,000 1,109, 000 1,200,000 | 180,892,100
Kansas City: ! . ’
COUPOD .- e v eeeneeneiecnenemaananeanaanannen 43,743,550 | 50,973,400 | 26,473,500 | 36,215,000 6,235,000 6,470,000 |-veunnrenmeefraniaeaann. 170,110, 450
Registered. . 1,4 5,887, 400 6,867, 500 , 598, 000 3,005, 000 2,840,000 1, 300, 000 1,900, 0600 32, 826, 550
LD T: 1 ER5S Yo DU PSPPI PRI PRSI PR RPN ISP PIPRIPIR PN PR R R PR 1,155, 800
Totaleueennenennanan.. SO 45,172,200 | 56,860,800 | 33,341,000 | 45,813,000 9,240, 000 9,310, 000 1,300, 000 1,900,000 | ~ 204,092,800
Dallas:
Coupon........... e eeeeeeieiaiaeeaqee] 25,501,850 | 27,513,600 | 12,075,000 | 25,476,000 7,105, 000 7,170,000 {eeeneennnrneeafoonennnnannnns 104,841,450
Registered . 319, 800 945, 200 1,372,000 3,599, 000 1,990, 000 2,240, 000 350,000 500, 000 11, 316,000
Undelivered........cooviuieniiiiiiiiiiieii]ieraeeeeieecaa]ieenns N A s DO e 63, 200
Total........ s 25,821,650 | 28,458,800 | 13,447,000 | 29,075,000 9,095, 000 9,410, 000 350, 000 500,000 | 116,220,650
. 60, 354, 200 59, 601, 600 29, 950, 000 .93, 322,000 12, 315, 000 17,740,000 |.......... S N . 273,282, 800
- Registered 338, 450 1,161,400 1, 485,500 3,042,000 1,350, 000 4,130,000 700, 000 1,200, 0600 13,407,350
Undelivered...ocoveviiinniiiiiniiiiniieeaeiiieiinaceeefevsesennncacnafovanseneanenen : : : 1,284,850
60, 692, 650 287,975, 000
400 9,700
12, 475, 600
5,432, 450
17,917,750
697,182,450 | 716,104,700 | 379,266,500 {1,384, 430,000 266. 360,000 | 409,840.000 |......coueeeeenciiennenannn 3,793,183,650
Registered 12,429, 750 48,817,100 52, 236,000 80,014, 000 31,310,000 47, 160, 600 29, 800, 000 70, 700, 600 372, 466, 850
Undelivere e 10, 866, 350
N L P 709,612,200 | 764,921,800 431,502,500 (1,464, 444,000 | 237,670,000 [ 457,000,000 29, 800, 000 70,700,000 | 4,176, 516,850
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P : Number of bonds of‘ the third Liberty loan delivered.

X Coupon. Registered. " Total.
Denomination, Numiber of . Number of ' Number of K
Number of umber o : . Number of
- pieces. Amount, pieces. Amount., pieces. Amount.
13,943,640 |  $607,182,450 248,595 812,429,750 14,192, 244 $709, 612, 200
7,161,047 716,104,700 488,171 48,817,100 7,649,218 764,921, 800
758, 533 379, 266, 500 104, 472 52, 236,000 863,005 431, 502, 500
1,384,430 | 1,384,430,000 80,014 80,014,000 1,464,444 | 1,464,444,000
41,272 206, 360, 000 6,262 31,310,000 47,534 237,670,000
40,984 409,840,000 4,718 47,160,000 45,700 457,000, 000
................................ 596 29,800,000 | 5 29,800, 000
IDUDPRIURIPRRRN IDPRPRPRRPRIN PPN e . 707 70, 700,000 707 70,700, 000
B T RSP PR I - 23,329,915 | 3,793,183,650 933,533 372,466,850 24,263,448 |  4,165,650,500
. ’ ’ t\ B '
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SECRETARY OF THE TREASURY.

Third Liberty loan 4% per cent bonds of 1928.
. AY

(May 9 to Oct. 15, 1918,)

- Amount subscriptions allotted $4,176, 516, 850
Paymentsreceived............ , 1 .
Balanceunpaid. ..couueeeeunemiiiiiiiiiiiiiiiiieii it ree e rana e 15, 670 602. 25

—_———— . 4,176,516,8 5
Coupon. Registered. Total.
Bondsissued: : .

On subscriptionS...eeeeencenacieneinienennnnn.....] $3,793,183,650 $372,466,850 | $4, 165, 650, 500
On @XChADEOS . v v vvvevcerernnanrrreisncneaeannnns 484, 200 51,121,350 ,605, 550
TOLAL. e eneecencacrarnecnnaeroncacoosseonconannenn 3,793,667, 850 423,588,200 | 4,217, 256,050

Bonds canceled: .
Onexchanges.....ccocmeueaeann. heeeeseienneeceanas 51,121,350 484,200 51,605, 550,
BY PUICDASE .« e eeeeeenastenmeneanaananaanananss 34,935,500 |oeueearnrannnnns 34,935, 500
B 1772 AN 86,056, 85() 484, 200 86, 541,050
Bondsoutstan@ing..c.cocevieniiineriiiniiecrcrcrnnnan 3,707, 611,000 423,104, 000 4,130, 715,000
Bonds dehverable (including unpaid AIMOURES) -« nuvnnoleerens e eeeaaaleneaeneneeaneans 110, 866, 350
Total bonds outstanding and deliverable.........|oc.ooeoeoiuiitoi i, 4,141, 581,350

llIncludes Army subscriptions on special payment plan extending over a 10 months
period

THE FOURTH LIBERTY LOAN. A ’

Wlth the completion of the third Liberty loan the Treasury began '
immediate preparations for the financing of the Government during
the summer of 1918. A careful analysis of the situation justified
the expectation that the expenditures could be met by continuing
the policy of issuing short-term Treasury certificates of indebtedness
until the fall, when it would be necessary to offer another long-term
-loan. Accordingly, on June 12, 1918, the question of additional
authority for the issuance of bonds was taken up with the Congress,
with the result that the fourth Liberty bond act was passed and
approved July 9, 1918, (Exhibit 7.)

The new act 1ncreased the authorization for leerty bonds from
$12,000,000,000 to $20,000,000,000, and the authorization for the pur-
chase of obligations of the foreign Governments, at war with the
enemies of the United States, from $5,500,000,000 to $7,000,000,000.

During the summer the conditions materially changed, and it
became necessary to give further consideration to the terms and -
conditions of the new issue before offering them to the public. The
revenue bill was pending in the Congress and the uncertainties as
to the effect of the new taxes upov income and the market value of
the bonds rendered it essential to adopt measures to make the bonds
as attractive as possible, to protect investors in them, and to
strengthen further the investment market for Government obliga-
tions. The Treasury desired to take every possible precaution not
only to make the new issue a success but te stabilize the rate at 4}
per cent. The situation was explained in detail to the Ways and
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14 . REPORT ON THE FINANCES.

Means Committee of the House of Representatlves in the following
Jetter to the chalrman of that committee: :

WASHINGTON, September 5, 1918.

DeAR MR. KITCHIN :- In connection with the tax bill now before the Congress,
and without awaiting its enactment, I feél constrained to bring to your atten-
tion a matter affecting the fourth Liberty loan. The delay in the enactment of
the tax bill, the fact that the rates of income surtaxes,.to which the interest on
-’Liberty bonds, except the first Liberty loan, is subject, will be higher, and the
rate of normal income tax on unearned income will be lower, than I had con-
templated, matl:erially affect the prospects of the fourth Liberty loan.

T do not mention these things critically, for I realize that the Ways and
Means Committee have labored faithfully and earnestly during the hot summer
months in thé consideration and preparation of the tax bill. I have already

' expressed my acceptance of a normal tax of 12 per cent without a differential
/ against unearned incomes, and in principle I am now agreed with the commit-
tee that a substantial increase in surtax rates will be necessary in order to

~ produce the indicated revenue. .

The market price of Liberty bonds, which respondéd favorably to the sugges-
tion of an increased normal tax, from which the bonds will be exempt by their
terms, was depressed by the newspaper reports of a greatly increased surtax,
to which the interest on the bonds will be subject. I have been anxious to
stabilize the interest rate upon Government bonds, believing that by so doing
.we should be reducing the cost of the war, not only to-day for ourselves, but
in the future, for ourselves and for our brave men who are fighting in France
and who will have little or no opportunity to accumulate and invest in Liberty

P bonds though they must upon their return join the army of taxpayers who must
pay this interest. I have sought to avoid the issue of bonds at such a rate and
upon such terms as might resiﬂt ultimately, when the war is won, in the accu-
mulation of great wealth in the hands of a relatively small proportlon of our
population, carrying interest at.a high rate and exempt from taxes.

The magnificent patriotism of our people-and the fervor and efficiency of the
Liberty loan organization have made it possible to place the Liberty bonds in
the hands of many millions of persons who had never before been investors in
securities of any kind. Bonds of the third Liberty loan received the widest pos-
sible distribution, and I feel that we all .owe a duty to the millions of sub-
scribers of small means, not merely to pay them a fair rate of interest, which
we are doing, but to take such measures as may be necessary to insure to them
a market for the bonds at approximately par in case their necessities are such
as to force them to realize upon the investment which they have made in the
Government’s obligations. The bond-purchase fund, which was provided in the

" third Liberty bond bill, has been very useful in stabilizing the price of Liberty
"bonds, but it has not been, and we could not expect it to be, effective to sus-
‘tain the price against adverse developments, and in the face of the fact that
the Government’s recurring demands upon the absorptive power of the invest-
ment community are in such proportions and of such frequency as to prevent
the development of any important buying power in the investment market
between Liberty loan campaigns.

I have been much impressed by the success of the plan which has been adopted
in Canada for the purpose of maintaining the market value of Canada’s victory
bonds. A careful study of that plan is being made in the Treasury and by the
War Finance Corporation, and I am glad to learn that the bankers of the
country have been making a similar study. I am not without hope that some

" such plan may be made effective in the United States, although conditions here
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SECRETARY OF THE TREASURY. 15

are very different and it will not do ‘{to depend too much upon the experience of
our neighbor. In any event, it will not do to proceed in this matter abruptly,
nor without the creation of an immense organization country wide in its rami-
fications. To make such a plan effective, it would.be 'necessary to put an end
to dealings in bonds on the exchanges, and accordingly to substitute an active
and adequate market through the banking houses of the United States acting
in close cooperation with an mstrumentallty of the Government, probably the
War Finance Corporation. At the same time, it would be necessary to put an
end to the numerous schemes, many of them actually fraudulent, for inducing
inexperienced holders of Liberty bonds to exch%mge them for merchandise or
property of less inherent value though carrying the promise of a higher value
or a higher income return. In order that the Treasury may be placed in a
position to carry such plans as these into effec; if’ they should be found ex-’
pedient, I suggest for your consideratiop the present enactment of appropriate
legislation.

Last year I had the privilege of explaining to you and your colleagues on the
Ways and Means Committee very fully the reasons why I advocated making the
income from Liberty bonds subject to income surtaxes. I still believe that
that course was wise and that the arguments advanced in favor of it were
sound. It will not do, however, to press any theory, however sound, to an
extremity, and it is obvious that, as a practical matter, we can not keep the
interest rate on Government bonds stationary, or substantially so, and continue
indefinitely to increase the surtaxes, to which the income from those bonds 1s
subject, without at the same time limiting the market for Liberty bonds to those
who have little or no surtaxes to pay. -Since the bond and tax legislation
which was under discussion in the summer of 1917, and which was enacted.in
the fall of 1917, the interest on Liberty bonds has been increased only one-fourth
of 1 per cent, whereas the surtax rates now in contemplatlon would carry an
increase in the taxes to which the interest on the bonds is subject, rising above
150 per cent increase in some classes. Surtaxes on incomes from $5,000 to
$200,000 would, under the new tax bill, on the average be deubled. In order to
give the numerous small holders of Liberty bonds the advantage of a magket
upon which they may sell their bonds in case of necessity, amd also to attract -
subscriptions from the great number of investors of ample means, but not of
greéat wealth, it will be necessary immediately either to increase the interest
rate or to neutralize the increased surtaxes by freeing the bonds to a limited
extent from such taxes.

I recommend that a portion of the income of these bonds should be free from
surtaxes for the period of the war and for a brief interval thereafter. This
course would make it possible to meet the exigencies of the present situation
and to counterbalance the adverse effect on the market value of Liberty bonds
of the increased surtax rates, and at the same time would not be open to the
very grave objection which exists against any unlimited or pefmanent exelnp-
tion, which would deprive the Government of the United States of the power
to meet its necessities in the future by supertaxes on Incomes derived from
Liberty bonds. If the surtax rates should be reduced after the war, the interest
which is fixed in the bonds would continue. Having, as I believe, in fairness
to the patriotic people who will subscribe for the fourth Liberty loan, to choose
between one of two methods of making the bonds more attractive, neither of
which is wholly satisfactory, I am inclined to recommend at this time that the
holders of these bonds be given a qualified and limited freedom from surtaxes
in respect to their holdings rather than that the interest rate should be in-
creased. I believe that, on the whole, the wise and expedient thing is to
grant a limited exemption calculated to counterbalance the increase in surtax
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16 REPORT ON THE FINANCES.:

rates now contemplated, and which I believe will be only temporary, rather
than to increase the interest rate on Liberty bonds for the life of the bonds.

I am influenced in this determination by the fact that it continues necessary -
to sell Liberty bonds in competition with billions of dollars of bonds of the
United States, the various States and municipalities, which are wholly exempt
from surtaxes, as well as from all forms of taxation, so that the person whose
income is subject to surtaxes is apt to make a comparison of the income
return from the Liberty bonds which he is asked to subscribe for, not with
the income return from corporation and other securities'such as carry no
exemption from taxation, but with the income ‘return from wholly exempt -
bonds of the United States and the various States and municipalities.. Under
the existing state of the Constitution and laws, such a comparison can not be
avoided. In these circumstances, we must find a middle ground between the
sound view which would refuse all exemptions from-surtaxes and the practical
necessity of taking into account the fact that such exemptions will in any
event be gained, as surtaxes are steadily increased, by shifting funds into
governmental, State and municipal bonds, the income from which is exempt
from surtaxes as well as from normal taxes.

In grzfnting such exemption, I think appropriate provision should be made
to the end that those who subscribe for bonds of the fourth Liberty loan may,
to _thé extent of a specified pdrtion of their holdings, participate in the
exemption in respect to bonds of the first Liberty loan converted, the second
Liberty loan converted and unconverted, and the third Liberty loan.

Should. these views commend themselves to the Congress, I believe that
im\mediate action should be taken, so that the status of the bonds of the fourth
Liberty loan, In respect to-taxation, may be promptly known. It is, in fact,

R Imperative that this status should be quickly known.

There are certain other matters to which I desire to call the attentlon of
your committee at this time: .

The provisions of section 8 of the second Liberty bond act, as amended by
the third Liberty bond act, should be extended so as to authorize the Secretary
to deposit the proceeds arising from the payment of war-profits taxes with
qualified depositary banks and trust companies in the United States in the
same manner as the proceeds of income and excess-profits taxes.

The time has come to make provision for the sale of war-savings certificates

) in 1919. The limit of $1,000 on the amount which may be held by any one
person should be made to apply separately to the series which will be issued in

1919, so that one holder may own $1,000 of that series in addition to $1,000 of

the series of 1918. At the same time the limit of $2,000,000,000.now imposed

on the aggregate amount of the issue should be enlarged, or, better, removed,
for the necessary distribution, of the war-savings stamps among thousands of
post offices and other agencies engaged In making sales over the counter may
make the limit very embarrassing long before the cash receipts of the Treasury
indicate that the limit is about to be reached..

In the negotiations which I have had and am having with or in foreign coun-
-tries in the effort to stabilize foreign exchange, I find myself seriously hampered
because I am without the freedom of action which is possessed by the finance
ministers of European countries. I may only sell bonds or Treasury certificates
of indebtedness, which involves often international complications, and may not
obtain banking credits nor operate as freely as may be necessary in'the effort
to stabilize exchange. Notwithstanding these restrictions, the Treasury has
been able to make substantial progress in dealing with this difficult problem.

I urge upon you, however, the incorporation in the law of the necessary author-

ity to give greater flexibility to the operations of the Treasury in this respect.
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SECRETARY OF THE TREASURY. 17

I believe it is highly desirable at this time that the President should be

. empowered to investigate, regulate, or prohibit not only the export or ear-

marking of gold or silver coin or bullion or currency but also the hoarding or
melting thereof. N

Last March I called the attentlon of the Congress to the 1mp0rtance of
amending the provisions of section 5200 of the Revised Statutes limiting the
~amount of loans which national banks may make to any one borrower. A bill
was reported.by the Banking and Currency Committee of the House (H. R.
10691), passed by the House, and reported with amendments by the Committee
on Banking and Currepcy of the Senate, but not acted upon by the Senate. The
Senate did pass a bill (S. 4099), dealing to a certain extent with the same
subject matter, prior to the Senate committee report on the House bill; and on
the Senate bill no action has been taken by the House. It is essential that this
matter be disposed of before the fourth Liberty loan is offered.

By way of suggestion and in order the better to formulate my views for your
consideration, I have taken the liberty of preparing a bill: which would deal
with the various points I have mentioned. in this letter. A draft of this bill
is. inclosed. May I not ask that the Ways and Means Committee give these
points its immediate attention with a view to the enactment of the necessary
legislation, if my suggestions commend themselves to the committee, in ample
time to become effective before the opening of the fourth Liberty loan campaign
on September 28?7 I feel that the success of this loan is deeply involved in
this legislation.

Mr. Leffingwell is fully informed of my views concei‘ning these matters and
is authorized to speak for me in my absence should the committee desire any
further information.

Cordially yours, )
‘W. G. McAbpoo.
Hon. CravpE KITCHIN,

Chairman Ways and Means Committee,
House of Representatives, Washington, D. C.

P. S.—I am sending a copy of this letter and the inclosure to Senator
Simmons. .

These recommendations were embodied, substantially as presented,
in the act approved September 24, 1918 (Exhibit 8), known as the
“ Supplement to second Liberty bond act.” v

One of the most important provisions of the new law was the addl-
tional exemption from taxes granted to the bonds. It was pro-
vided that the interest on $30,000 of bonds of the fourth Liberty loan
should be exempt, until two years after the termination of the war,
from surtaxes and excess profits taxes and war-profits taxes. The
taxpayer who subscribed for $30,000 of these bonds and still held
them at the time of making his tax return would also receive an
exemption from such taxes for a like period as to the interest received
after January 1,.1918, on an aggregate amount of $45,000 of bonds -
of previous leerty loans (not including 3% per cent bonds of the
first Liberty loan, which are permanently and totally exempt ex-
cept as to estate and inheritance taxes) ane subscribers in lesser
amounts would receive a proportionate similar exemption. The new

86429°—i 1918——2 _ . ' o
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18 REPORT ON THE FINANCES.

exemptions were in addition to exemptions already granted to Liberty ‘
bonds under the act of September 24, 1917, as amended.

The fourth Liberty loan was offered to the public on September
28, 1918, through Department Circular No. 121 (Exhibit 9), and
the form of application.for the bonds by subscribers generally, and
the form of application by incorporated banks or trust companies for
coupon bonds for advance delivery, are attached as Exhibits 10 and
11, respectively. ' _

Subscriptions were invited for $6,000,000,000, and the right was
reserved to allot additional bonds up to the full amount of any over-
subscription. The subscription period closed on October 19, 1918.
Total subscriptions aggregated $6,989,047,000, an oversubscrlptlon of
$989,047,000. In accordance with his announcement, the Secretary

made - mllotment in full upon all subscriptions. The estimated num-
ber of subscribers 'was in excess of 21,000,000. This great loan was
oversubscribed in spite of very real difficulties incident to the in-
fluenza epidemic which swept over the country during the progress
of the campaign and which caused the abandonment of public meet-
ings on a large scale, the unenacted revenue bill and other unfavor-
able factors. The oversubscription of this largest of all loans was
the greatest’ financial achievement in all history and a wonderful
manifestation of the strength and purpose of the American people.

Following are the approximate final figures on subscriptions to the
fourth Liberty loan, by Federal reserve dlstrlcts, arranged in the
order of oversubscription: ‘

District. Quota. Subscribed. | Per cent.

BOSEOM . o e evvrnrencacacacaeacasacecoaosnscccoccoceeiasacensns $500, 000, 000 $632, 221, 850 126. 44
Richmond. ... P 280 000 000 352,688, 300 125,95
Philadelphia. ... ccvoii e e 500 000,000 598, 763, 650 ‘119, 75
Cleveland. . ....covimiiieiii it iiii i i s ieaereanaaaaaan 600,000,000 702, 059, 800 117.00
Dallas....... 126, 000, 000 145 944 450 115. 82
Minneapolis. . 210, 000 000 241, 628 -300 115, 06
San Francisco 402 000 000 459 000 000 114.17
St. Louis..... e 260,000,000 296 388 550 113.99
New York. +...| 1,800,000,000 | 2, 044 778 600 113.59
F:X T 51 (1 SRRSO S N *192, 000,000 ‘17 ,885.200 113. 48
Kansas Ciby ..ooeeeeimii ittt iieeeeaas 260,000, 600 - 204,649, 450 113. 3%
(0] 18T T 879,000, 000 969,209, 000 111.40
B £ L B e 33,829,850 |........ N

17 6,000,000,000 | 6,989,047,000 116. 48

i According to preliminary reports received November 6, 1918, pay-
ments on account of subscriptions to the fourth leerty loan as of
October 24, 1918, the first installment date, reached the enormous
total of $4,469,440,410, of which $4,188,466,415 represented payments
in full for subscriptions and $280,973,995 represented installment
payments. Of this amount, $868,516, 267 80 was paid in cash, $2,030,-
790,992.20 by credit in deposn;arles and $1,570,133,150 in Treasury
certlﬁcates of indebtedness. The following table shows the payments
in detail by Federal reserve districts:
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Payments, fourth Liberty loan as of Oct. 24, 1918.

Federal reserve districts.

Total payment.

Form of payment.

In éash.

- By credit.

In Treasury
certificates.

Total full
payments.

Total

" installment

payments.

Boston
New York..
Ptulade)phxa
Cleveland. .
Richmond. .
Atlanta..............
o Chicago. .
8t. Louis. .
aneapohs
Kansas City -
Dallas.......
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8423, 792, 380. 00

.1, 482 910 135.00

' 410, 058, 445. 00
450, 154: 120. 00
195,960, 930. 00
127,016, 980. 00

120, 437, 765.00
189, 620, 110. 00

74,099, 220. 00
220,571, 150. 00

$57, 250,646, 13
99, 568, 363. 90
75,791,719, 00

106, 729, 495. 00
72,932, 105. 00
40,171, 073. 00

183,596, 454. 00

37,288, 180. 00
60, 606, 943. 33
53,109, 574. 36
19,253, 944. 08
82, 217,770. 00

267,594,233, 87
742,188, 771. 10
229, 472,226, 00
177, 475,125. 00

94,936, 325. 00
70,966, 407. 00
144,728, ées 00

34 780 321.67
67 830 535.64
41 771 125.92
68 146 880.00

$98, 947, 500. 00
641,153, 000. 00
104, 794, 500,00

165,949, 500, 00 |.
28,092, 500. 00 |-

15,879, 500. 00
233, 401, 500. 00

7590400000v

34 050 500.00
68 680 000.00
13 074 150.00
90, 206, 500. 00

$400, 633, 550. 00
1,420, 561, 000. 00
389, 091, 200. 00
422,257, 650. 00
178, 718, 000. 00

193 945 850. 00
117 070 700.00
178 581 700.00
66 410, 700.00
187, 767,965.00

823,158, 830 00
62 349 135. 00

20 967 245.00 -

27 896 470. 00
17 242 930,00
10 076 030.00
45 243 970. 00
10 147 205.00
12,367,065.00
11,038, 410.00
7 683 520.00
32 803 185.00

4,469, 440, 410.00

868, 516, 267. 80

2,030,790, 992.20

1,570, 133, 150. 00

4,188, 466, 415. 00

280,973, 995. 00
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20 ., . REPORT ON THE FINANCES. o
TREASURY CERTIFICATES OF INDEBTEDNESS,

. The policy adopted at the beginning of the war of issuing short-
~ term Treasury certificates of indebtedness in anticipation of the issue
of long-term bonds has been followed throughout the year. This
plan, which operated so successfully in connection with the several
bond issues, was extended by the issue of similar certificates in antici-
pation of the payment of income and profits taxes.

This method of temporary borrowing between the perlods of Liberty
loans has greatly facilitated the war financing of the Government. It
has permitted the use of the proceeds of the loans gradually over com-
paratively long periods of time and correspondingly distributed
the payments into the Treasury. This same principle applied in
connection with the issuance of Treasury certificates of indebtedness
in anticipation of taxes likewise assisted very greatly in distributing

B the tax payments over a period of time and, together with the ma-
chinery established for making temporary deposits with qualified
banking institutions, ih preventing any possible stringency in June,
when the large payments from income and excess-profits taxzes
were due. .

"The proceeds of the second Liberty loan carried the Treasury
well over the close of the calendar year 1917. In-order that the
banks might have as much advance information as possible with.
regard to the requirements of the Treasury, and in order that the tem-
porary financing might be carried out on a systematic scale, the Sec-
retary on February 6, 1918, sent the following message to every
bank and trust company in the United States, outlining the Treas-
ury’s program for the ensuing months:

Between now and the time for making the next Liberty loan I shall offer for

' subscription Treasury certificates of indebtedness in amounts of $500,000,000

or more every two weeks. I desire to postpone the next . Liberty loan issue
until conditions will insure a wide distribution of the bonds throughout the
“country. In order successfully to carry through this program and to provide
for the expenditures for the military operations of the United States and the

: allies, I must have the whole-hearted cooperation of the bankers of the United
States, and to that end I request the board of directors or trustees of each
bank and trust company to reserve each week out of its loanable funds for the
use of the Government of the United States about 1 per cent of the gross re-
sources of their institution, not to exceed in the aggregate 10 per cent, and to
invest that amount in Treasury certificates of indebtedness. The exact amount,
interest rate, date, and maturity (not exceeding 90 days) of each issue of cer-
tificates will be announced from time to time by me through the Federal reserve
banks. There is a steady growth in the movement for economy. Banks should
be able by participating in the ‘campaign for economy, which means economy
of credit as well as of expenditure, to teach their customers to save and ac-
cumulate the means to buy the Government's certificates and bonds. By this
methoq a distribution of Treasury certificates of indebtedness should become
possiblé which will relieve the subscribing banks of at least a part of their
purchases and furnish the means of making payments for the next issue of

N
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SECRETARY OF THE TREASURY. 21

Liberty bonds without undue strain. The needs of the Government for the war
-are great and imperative. The resources of the country are ample to meet
these needs, if every bank will do its share. I know that once it is realized
that by complete cooperation all around and by everyone doing his part this
vital and patriotic service can be performed, every banlk will do its share. We
are approaching a critical test on the battle fronts in Europe. America’s sons
are now actually shedding their blood in the trenches. If the banks, which
are the first line of financial defense, fail to support the Government fully in
its necessary operations we shall imperil America’s Army and America’s safety.
I know that I have only to state the case to command the support of every

© patriotic bank and banker. This is a supreme duty of patriotism. May I
count upon you to do your part and to telegraph me immediately, at my expense,
that you will? I am sending this telegram to every bank and trust company
in the United States. . N

In accordance with this plan certiﬁcates’ were offered at intervals
to the banks for subscription. Including an issue dated January 22,
1918, six issues, aggregating $3,012,085,500, were offered in anticipa-
tion of the third Liberty loan. In the execution of this plan the
Treasury received the patriotic and generous cooperation of the banks
of the country, which deserve great credit for the success of the plan.
Every offering was fully subscribed.

After the completion of the third Liberty loan, preparations were
made for the immediate resumption of the process of temporary
financing through Treasury certificates of indebtedness in anticipa-
tion of the fourth Liberty loan in order to meet the mounting ex-
penses of the Government. The plan adopted on February 6, 1918,
of advising the banks in advance, of the Treasury’s financial program
for the ensuing months, was continued, and on June 12, 1918, the
following letter was sent to every bank and trust company in the
United . States:

Folllowing the same. plan as that announced in my telegram of February 6,

1918, T am writing to ihform you of the program for the ensuing four months,
" so far as one can be made at this time, in order that every bank and trust

company in the United States may have adequate notice and be able to prepare

itself to meet patrioticall\y the requirements of the Government. I am sending
. & similar letter to every bank and trust company in the United States.

This policy, adopted ih February last, was successful, and, havmg fulfilled
expectations in the sale of certificates of indebtedness prlor to the third
Liberty loan, demonstrated that the Government could rely upon the hearty
support and cooperation of the banks when given opportumty in advance to
make necessary preparations.

The expenditures of the Government, as nr-arly as can be estimated, will
require the sale of certificates of indebtedness up to the 1st of November, 1918
aggregating approximately $6,000,000,000. This would involve the issue every
two weeks of about $750,000,000 of certificates substantially similar in character
to those issued prior to the third Liberty loan, except that they will have
various maturities, not exceeding four months. Kor the months of July and
August that prograin will be followed as nearly as possible.

The first issue of the certificates will be dated June 25; will mature October
25, with interest at 434 per cent, and similar issues, it is expected, will be

: ¢
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22 REPORT ON THE FINANCES. /
. !
made on Tuesday of every other week following June 25. It is, however, con-
templated that at a convenient and favorable period during the summer an
offering will be made to the general public directly, and through the banks, of
an amount yet to be determined, perhaps $2,000,000,000 of certificates of suitable
maturities for use by taxXpayers in paying next year’s taxes, viz, taxes payable
June, 1919, levied under existing and pending legislation. To the extent that
certificates of that character are sold, substantially an equivalent reduction
in the amount of the regular fortnightly sale of certificates issued in anticipa-
tion of the next Liberty loan will be effected.
In giving this timely advice of the estimated requirements of the Treasury
to all the banks of the country, and, through them, to these who expect to .
make payment of taxes in 1919, it is hoped that they will make arrangements
promptly of such a character that no delay will be experienced in the sale and
distribution of Treasury certificates of both issues. E
The Federal reserve banks will advise all National and State banks in their
respective districts of the amount of certificates which they are expected to
. take from time to time in pursuance of this program, which amount can be fig-
ured roughly to equal 2% per cent.of the gross resources of each bank and trust
company for every period of two weeks, or a total of 5 per cent monthly. It will
be remembered that in the February program the amount which the banks were
asked to take was substantially equal to 2 per cent of their gross resources for
“each period of two weeks, or a total of 4 per cent monthly. J’/,l‘he total number
of biweekly offerings of certificates to be made to the banks will somewhat de-
pend upon the amount to be raised from the public through the sale of tax cer-
tificates as above described.

Already more than 700,000 of our splendid American boys are on the soil of
France, and many of them are actually fighting among the heroic defenders
of the ‘western front. Fresh contingents of American troops are constantly going
forward to France, and this stream will not stop until there -is enough of
American manhood and valor on the battle line to defeat the Kaiser and his
minions, and enforce peace upon the righteous basis which will make secure the
liberties of mankind. America’s sons are dying daily in those battles of fire
and poison gases that are now raging in France. The heart of every American
must thrill with pride and emotion as he thinks of the sacrifices our sons are
making for our safety and our liberty. The bankers of the United States can
render a peculiarly helpful service to our gallant sons by keeping the Treasury
of the United States supplied with the money required by the Government to
furnish every American hero with the things he must have to fight victoriously
or to die gloriously. I am sure that no patriotic banker in the United States
will fail to do his full meed of essential service to his country and to her noble
defenders. ' ; Co

CertificateS were issued in accordance with the plan outlined, the
offerings ranging from $500,000,000 to $750,000,000. These certifi-
cates uniformly had a maturity of approximately 120 days and all
bore 44 per cent interest. Seven issues were offered, and, through
the patriotic . coopefation of the banks with the Treasury, every
offering was largely oversubscrlbed a total of $4,659,820,000 being
purchased.

Beginning November 30, 1917 and ending May 15, 1918, the Sec- .
retary offered at monthly 1nterva1s, in anticipation of the payment
of taxes, certificates of indebtedness, payable June 25, 1918, with

o
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SECRETARY OF THE TREASURY. 23

interest at the rate of 4 per cent per annum. These certificates were
receivable in payment of income and excess profits taxes, and a total
of $1,624,403,500 were issued.

The same pollcy is being continued during the current fiscal year
in anticipation of the payment of income and profits taxes. On .
August, 16, 1918, the Secretary addressed the following letter to tax-
payers of the United States:

Those who pay taxes to the Government are contributing to winning the war
no less really and in a spirit no less patriotic than those who buy Liberty bonds
and war-savings certificates. It may, in fact, be justly said that the taxpayer
helps more patriotically than the bond buyer, because to pay taxes is to part
with money—to make a genuine sacrifice—whereas to buy a Government bond
is to lend money on 1mpregnab1e securlty—to secure a privilege—not to make a
sacrifice.

Under the war-revenue act, which became a law upon the President’s ap-
proval on October 3, 1917, some $4,000,000,000 in taxes were imposed and col-
lected. For the fiscal year ending June 30, 1919, we must look forward to
expenditures on the part of the Government, including loans tosthe allies, of
nearly double the amount of expenditures for the fiscal year which ended
June 30, 1918, and in order to pay a proper part of our war biils as we go and
.avoid the economic and social evils incident to a disproportionate public debt,
I have, in pursuance of the duty imposed upon me;by law, advised the Congress
that we should raise by taxation for the fiscal year 1919 twice as much as in
1918, viz, $8,000,000,000. .

Just as the .number of bondholders in the United Sta/fes has during the
period of the war increased from a few hundred thousand to some twenty mil-
lion, so will the number of those who have income and profits taxes to pay

- increase from a few hundred thousand to millions.

I know that’ the Treasury Department can count upon the same loyal and
ungrudging acceptance of the purdens whlch the war must cast upon those
of us who stay at home and keep the economic and industrial machinery revolv-
ing to support our boys in France, as was given in the fiscal year just passed.

In order that those who have income and profits taxes to pay may prepare
themselves in advance for these large payments and accumulate gradually the
funds necessary to meet them, an issue of 4 per cent Treasury certificates of
indebtedness, maturing July 15, 1919, is offered for subscription. These certifi-

- cates will be accepted at par with an adjustment of accrued interest in pay-
ment of income and profits taxes when payable at or before the maturity of
the certificates; and if the purchaser does not Liave occasion to use them in that
manner, they will be paid in cash at maturity with interest. A circular de-
scribing these certificites (Exhibit 88) is inclosed with this letter. The cer-
tificates- may be purchased at any Federal reserve bank or through your own
bank or trust company.

Similar certificates were issued in connection with the taxes payable during
the fiscal year just ended to an amount in excess of $1,600,000,000. They were,
I believe, purchased chiefly by large corporations and wealthy persons. 1 am
addressing this letter to those who have paid income and profits taxes generally
because I believe that the increased taxes, and the probable increase in the
number of taxpayers, make’ it desirable that even those whose taxes are
measured in small amounts should be preparing themselves to meet these pay-
ments, and that it will be to their advantage to participate in purchases of this
issue of Treasury certificates.
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24 REPORT ON THE FINANCES.

The taxpayer whq buys these certificates contributes in many ways to help in
our great problem of winning the war. First, he pays the Government money be-
fore it is due, receiving interest from the Government meanwhile; second, he
practices economy and thrift and thereby releases goods and services to the Gov-
ernment which are greatly needed for winning the war; third, he saves himself
trouble and money and relieves the banking institutions, to which he would
otherwise have to turn, from the pressure which his failure to prepare in ad-
vance for the payment of his taxes would involve:

The man who buys Treasury certificates to the amount of the taxes he will
have to pay, and thereby anticipates their payment, will do a wise and helpful
thing not only for hlmself but for his country, and will contribute in a most
definite and patriotic way to the trlumph of America in her mortal combat with

- the enemies of liberty and democracy—the Kaiser’s legions of lust and license—
and share in the new glory of America’s vmdlcated ideals of justice and
humanity.

In accordance with the above letter 4 per cent tax certificates of in-
debtedness were offered to the public through Department Circular
No. 120, dated August 16, 1918 (Exhibit 38), and public announce-
ment of the same date (Exhibit 34). These certificates are due July

.15, 1919. This issue was closed at the close of business November 6,
1918 (Exhibit 38~A), and the total amount of such certificates sold
was $157 552,500.

*On November 6, 1918, it was decided to increase the rate on tax -
certificates of indebtedness from 4 per cent to 4} per cent, in order
to make the rate equivalent to the rate borne by certificates of in-
debtedness issued in anticipation of loans. Accordingly, a new
series of tax certificates was offered on that date through Depart:
ment Circular No. 124 (Exhibit 39), bearing interest at the rate of
43 per cent per annum from November 7, 1918, and payable March
15, 1919. This issue is for.a limited amount, and tax certificates of
the preceding series will be receivable with adjustment of accrued
interest in payment for tax certificates of the new series. It is the

“plan of the Treasury to issue tax certificates periodically with
maturities coinciding with the installment dates for the payment
of income and profit taxes contemplated by the pending revenue bill.

In addition to the fegular certificates it has been necessary from
time to time to issue certificates of very short maturity and, for tem-
porary purposes.

Public announcements of the. offerings of the varl.ous issues of

_ Treasury certificates of indebtedness during the fiscal year 1918 and
during part of the fiscal year 1919 are attached as Exhibits 12 to 39.

The following table shows all issues of certificates of indebtedness .

from the beginning of the war to October 31, 1918: '
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Issues of certificates of indebtedness.

[Since the beginning of the war;Apr. 6, 1917-Oct. 31, 1918.) -

) . Federal reserve district.
: Date of ma- |Rate, per Total
Authorizingact. Date ofissue. turity. cent. amount. - - -
. Boston. New York. {Philadelphia.| Cleveland. | Richmond. Atlanta.
Issued in anticipation of the first i
Liberty loan: ~
Apr. 24,1917 Mpr 25 1917 | Jun? 30,1917 3 | $268,205,000 | 815,800,000 | $136,150,000 | $14,000,000 [ $14,000,000 $5, 350, 000 $8, 000, 000
Do....... .1 Ma 10 1917 | July 17 1017 | 3 200, 000, 000 12,167,000 98, 512, 000 10, 000, 000 15 000 000 2 753 000 2, 605, 000
Do,.. .. May 25, 1917 | July 30 1917 33| 200,000,000 11,200,000 | 125,300,000 ‘9, 000, 000 10 800 000 2 000 000 1, 700, 000
Do.. | Tune 81917 |.._.. do....... 33 | 200,000,000 | 18,200,000 | 100,500,000 | 10,400,000 | 19,100, 000 > 600, 000 1,000, 000
Total......... 868, 205, 000 57,367,000 | 460, 462,000 43, 400, 000 58, 900, 000 13,703,000 13,305, 000
Issued in anticipation of the second .
Liberty loan: ] §
Apr. 24, 1917, Aug. 9,1917 | Nov, 15,1917 33 | 300,000,000 19,400,000 ; 175,000,000 12,800,000f 33,700,000 2,800,000 4, 300,00
Do. . Aug. 28,1917 | Nov. 30,1917 3% 2.:0 000 000, 15,140,000 | 152,938,000 9,882,000 24,157,000 7,235,000 4,848,000
............... .| Sept. 17,1917 | Dec. 15,1917 3% 300 000 000 12,171,000 | 204,347,000 8,850,000 25,113,000 3,180,000 2,280, 000
Scpt 24 1917........... .| Sept. 26 1917 |.....do....... 4 400 000 000 22,174,000 | 212,100,000 "20,000 000 34,209.000 7,004 000 8,289,000
................. Oct. 18 1917 | Nov. 22,1917 4 385, 197, 000 30,149,000 | 179,475,000 24,000,000 38, 863,000. 8,323,000 6, 535,000
Do .......................... Oct. 24, 1917 | Dec. 15 1917 4 685, 296, 000 33,010,000 | 543,683,000 13, 600,000 26,471,000 11, 472,000 5,883,000
X1 -1 DRI PR R R 2,320,493,000 | 132,044,000 1,467, 543,000 89,132,000 { 182, 513,000 40,014, 000 32,135,000
Issued in anticipation of the third ' - ) -
Liberty loan: - . ’
Sept. 24, 1917 Jan, 22,1918 | Apr. 22,1918 4 400, 000, 000 20,025,000 | '209, 685,000 22, 500,000 26,000,000 7,000, 000 9, 507,000
Do .| Feb. §,1018 ay 9,1918 4 500, 000, 000 29,134,000 | 241, 322;000 30 000, 0001 34,000,000 12,131,000 12,391,000
< Feb. 27,1918 | May 28,1918 4% | 500,000,000 35,369,000 { 172, 666, 500 33,000,000 44, 500,000 18, 148, 000 14,814,000 -
.| Mar. 20,1918 | June 18,1918 43 1 543,032, 500 53,690,000 | 193,700, 500 38,000,000 48,400,000 |. - 16,234, 500 14, 557,000
Apr. 10,1918 | July - 9,1918 43 | 551,226, 500 39,731,000 | 215,448,000 38,000,000 46,000,000 11,219,000 17,095,000
Apr. 22,1918 | July 18,1918 4k | 517,826,500 36,468,000 | 222, 486,000 35 000,000 39, 133, 500 11,097,000 11,209,000
Total,..... ceeeeos P PR [ P DR 3,012,085,500 | 214,417,000 |1,255,308,000 | 196,500,000 | 238,033,500 75,829, 500 79, 573,000
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Issues of certificates of indebtedness—Continued.

{Since the beginning of the war AApr. 6, 1817-Oct. 31, 1918,)

Federal reserve district.
Dateof ma- |Rate, per Total
Authorizingact. Date of issue. turity. cent. amount. 5 - - -
‘ Boston. New York. |Philadelphia.| Cleveland. | Richmond. | - Atlanta.
Issued in anticipation of the fourth
Liberty loan: . : . ‘ . .
Septl. %g, 1917, as amended Apr. | June 25,1918 | Oct. 24,1918 4} | 3839,646,500 | 364,590,000 | $312,844,500 | $53,000,000 | 380,000,000 | $19,013, 000 817, 233, 500
4 . .
’ [ July 9,1918 | Nov. 7,1918 43 | 753,938,000 | 56,273,500 | 273,219,500 | 53,100,000 | 66,550,000 | 15,073,500 16, 021, 500
July 23,1918 | Nov. 21,1918 44 | 584,750,500 48,267,500 | 211,714, 000 36, 872, 500 55,927, 000 18, 886, 000 13, 168, 500
Aug. 6,1918 | Dec. 5,1918 4} | 575,706,500 49, 509, 207,287, 000 38, 400, 000 52, 500,000 14,397, 000 14, 968, 500
Sept. 3,1918 | Jan. 2,1919 43 | 639,493,000 | 57,424,000 | 210,068,500 | 42,061,000 | 74,088,000 | 18,957, 000 16, 205, 500
Sept. 17,1918 | Jan. 16,1919 43 | 625,216,500 54,710, 000 216 ?64 500 45,778, 000 59,321, 500 18, 449, 000 15, 872, 000
Oct. 1,1918 | Jan, 30,1919 44| 641,069,000 | 50,378,500 | 249,501,000 | 46,808,500 | 52,182,500 | 15,208,000 21,387, 500
eieemmeeeeee et e {4,659,820,000 | 381,152,500 {1,680,989,000 | 316,020,000 | 440,569,000 | 117,983,500 | 114,857,000
Issued in anticipation of internal- s
revenue taxes, 1918: ™ .
Sept 24 1917 4 691, 872, 000 20,921,000 | 494,070, 500 11,492,000 | 115,230,500 2, 415, 000 1,555, 000
. 2,1918 |.....do........ 4 491, 822, 500 16,163,500 | 239,954, 000 34,796, 000 70, 069, 500 8,948, 500 5, 551, 000
. 15,1918 |.. 4 74,100, 000 8,790, 500 14,007, 500 4,680, 000 15, 402, 500 1,917, 000 1, 269, 000
. 15,1918 do 4 110, 962, 000 6,735, 500 10. 252,500 | - 10,474, 500 55,615, 500 2,725,500 826. 000
' . 15,1918 | June 25,1918 4 71, 880, 000 6,071,500 12, 000, 500 14,511, 500 10 587 500 2 049, 000 2,749,500
15,1918 |..... do........ 4 183, 767,000 24, 578,000 61, 188, 000 19, 583, 000 |. 18,547,000 2,767,000 1,055, 500
R ') SO IO SRR N P 1, 624, 403,500 ‘83, 260,000 | 831,473,000 95,537,000.| 285,452,500 20, 822, 000 13, 006, 000
Issued in anticipation of internal-
revenue taxes, 1919 E . :
Seft1921418 1917 as amended Apr. | 1Aug.20,1918 | July 15,1919 4 |1145, 245, 000 11,394, 500 43, 428,500 9, 822, 500 28,279, 000_ 3,872,500 3,139,500
Special issues to secure Federal ' .
reserve bank notes: ’ .
Sept. 24, 1917, asamended Apr. ] Varlous be- 1 year {rom 2 61,217,000 3,750,000 24, 955, 000 3,356,000 4,458,000 "1,886,000 |, 3,298, 000
4, 1918, and Apr. 23, 1918, gin nin g date of is- .
. N Aug. 20, sue.
1918.
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=  Special issues: :
2 Sept. 24, 1917, coviiviiiinnnannn Oct. 11,1917 | Oct. 18,1917 4 | 100,000,000 100,000,000 [...ceuoieaan..
Oct. 16,1917 |..... do........ 4 10, 000, 000 10, 600, 000 |.
Oct. 17,1917 |..... do........ 4 20, 000, 000 20, 000, 000 |.
Oct. 29,1917 | Oct. 31,1917 2 20, 000, 000 20, 000,000 |.
Nov. 15,1917 | Nov. 19,1917 2 | 150,000,000 150, 000, 000 |.
Nov. 19,1917 | Nov. 20,1917 2 150, 000,,000 15 ,000, 0 |.
Jan. 11,1918 | Jan. 15,1918 2 , 000, 50, 000, 000 |-
Jan. 15,1918 { Jan. 16,1918 2.-| 50,000,000 , 000, .
Feb. 8,1918 | Feb. 13,1918 -2 70, 000, 000 70,000,000 |.
Feb. 21,1918 | Feb. 26,1918 2 80, 000, 000 80, 000,000 |.
Mar. 8,1918 | Mar. 11,1918 2 40, 000, 000 40, 000, 000 |.
May 10 1918 | May 11,1918 2 75 000 000 g 75,000,000 |..............
4, 1918 : .
May 17,1918 | May 21,1918 2 40,000,000 |.-eeumeenenn-n 40,000,000 |-.neeunreoenaleeenreiaeieadeieeeneenae ] ieaas JUTT
May 31,1918 | June 1,1918 2 60, 000, 000 . . R
June 11,1918 | June 18,1918 3 10,.000, 000
ceo..do.......| June 20,1918 3 15,000,000
June 28,1918 | June 29,1918 2 195,000, 000 |. 193, 000, 000
June 29,1918 | July . 2,1918 2 190, 000, 000 190, 000, 000 |.
July 12,1918 | July - 13,1918 2 15,000, 000 15, 000, 000
Aug. 8,1918 | Aug. 13,1918 3 20,000, 000
~..:do.......| Aug. 16,1018 3 10, 000, 000
..... do.......| Aug. 20,1918 3 15, 000, 000
Aug. 16, 1918 | Aug. 17,1918 2 15,000, 000
Aug. 26, 1918 3 10, 000, 000
3 000, 0
-3 10, 000, 000
. 3 20,000, 000
3 10, 000, 000
d 3 .19 000,000
_| Sept. 3,1918 2 45,000, 000
Oct. 7,1918 . 81918 23 | 25,000,000 |.
..... do....... Oct. 10,1918 2% 10 000 000 |.
............ Oct. 15,1918 2% 5 000 000 .
Oct. 25 1918 | Oct. 28,1918 2 185, 000, 000 |.
............ Oct. 26,1918 2 18,000,000 |..
.,do ....... Oct. 28,1918 2 35 000 000 |..
..... do.......| Oct. 26,1918 2 18 000 000 |..
Oct. 28,1918:| Oct. 29,1918 2 160 000 000 |..
Oct. 29 1918 | Oct. 31,1918 2% 10,000,000 :
........................................ 2,000,000,000 |..............[1,720,000,000 | 18,000,000 |.....c.eoveerieineieii i,

"1 This series was withdrawn on Nov. 6, 1918, at which time the total amount sold was $157,552,500.
. N - ;o
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Tssues of certificates of indebtedness—Continued.

Federal reseTe district.

. : s Date of ma- | Rate, per ~ Treasury
Authorizing act. Date of issue. turity, cont. o N San Fran. | Depertment.
Chicago. St. Louis. | Minneapolis. | Kansas City. Dallas. cisco,
Issued in anticipation of the first L 1 )
Liberty loan: : . 3 - .
Apr.24 b L) i Apr. 25,1017 | June 30,1917 3 | $16,400,000 | 310,400,000 $2, 500, 000 $8, 000, 000 $7,000,000 | 820,000, 000
...... . y 10,1917 | July- 17,1917 3 24,893, 000 7,045,000 4,500,000 9, 500, 000 5,525, 000 7,500,000
Do .| May- 25,1917 | July 30 1917. 31 16, 600, 000 7,200, 000 2, 400, 000 7,200, 000 2, 400, 000 4,200,000
Do.. June §,1917 j. 19, 800, 000 8,100, 0600 5, 200, 000 5, 600, 000 3,300, 000 5,200, 000
Total ceveeevirnnnnraornne]enes eeeeerenas 77,693, 0600 32,745, 000 14, 600, 000 30, 300, 000 18, 225, 000 36,900, 000
Issued in anticipation of the second . N
Liberty loan: R
Apr 24 1017 Nov. 15,1917 3% 15, 600,000 7,900, 000 3,700,000 7,100, 000 4,700, 000 13, 000, 000
...... Nov. 30 1917 3% 15, 095,000 4,188,000 2,025,000 4,542,000 2 430 000 7,520,000
D ...... Dec. 15,1917 | 3% 1 - 21,169,000 4, 874,000 2,000, 000 4,619, 000 2,367,000 [~ 9]030,000
Sept 24 191700 enilieeannnnss .26,1917 |..... do....... 4 35,629,000 |~ 11,000,000 7,000, 000 9/000,000 | 10,595,000 | * 23,000,000
........... . 18, Nov.- 22,1917 4 32,963, 000 12, 710, 000 9, 541, 000 10, 600, 000 12, 038, 000 20,000,000 |.
Do‘ .......................... Oct. 24,1917 | Dec. 15 1917 4 18 141 000 5,028; 000 5, 205, 000 2,178, 000 7,217,000 13 408 000 |.
b 17 SO ISR I NUURUTURUUN IS, ~...| 138,507,000 | 45,700,000 | 29,471,000 | 38,039,000 | 39,347,000 | 85,958,000 |..... s
Issued in antlcxpatlon of the third
Liberty loan: . L oL
Sept. 24,1917, ..oeiiliicnnnnnn. Jan. 22,1918 r. 22,1918 4 | 30,359,000 | 18,090,000 | 10,750,000 | 12,000,000 | 13,084,000 | 21,000,000 {.... .. ......
: Do...... ...| Feb. 8,1018 ay 9,1918 4 42,352,000 | 20,064,000 | 15,000,000 | 21,411,000 | 14,076,000 | 25,000,000 3,119,000
Do.... ...| Feb. 27,1918 | May 28,1918 43 59, 168, 000 25,709, 000 17,000,000 23,736, 500 19 000 000 33, 500, 600 3,389,000
Do.. .| Mar. 20,1918 June 18,1918 41| 64,414,000 | 22,842,000 | 16,000,000 | 26,116,500 | 15,000,000 | 30,250,000 3,828,000
DO..neeneaaacaneaaacanaans Apr. 10,1918 | July 9,1918 4% | 65,850,000 | 21,181,000 | 15,600,000 | 25,000,000 | 16,602,500 | 39,500,000 |...ce.v.......
- Septl 24, 1917, as smended Apr. | Apr. 22,1918 | July 18, 1918 43| 63,212,000 | 25,608,500 | 15,000,000 | 20,260,500 | - 13,162,500 23,540, 500 1,559,000
s . - .
Total.......ce..e ceeneenas KT I TR ST 325,355,000 | 133,584,500 | 89,350,000 | 128,524,500 | 90,925,000 | 172,790,500 11,895,000
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Issued in anticipation of the fourth
Liberty-loan:
Sept. 24, 1917, as amended Apr.

4,1918.
D

Issued in anticipation of internal-
revenue taxes, 1918:
Sepl:DM 1917.‘. ............

Do
Sept. 24, 1917, as amended Apr.
4, 1914,
° 0uueevnnennoncnans veenaieen
Total...... cerececaneieanan

Issued In anticipation of internal-
revenue taxes, 1919:
Sept. 24, 1917 as amended Apr.
4, 1918
Special issues to secure Federal
reserve bank notes:
Sept 24, 1917, as amended Apr.
1918, and Apr 23, 1918.

Special issues:
Sept. 24, 19

Digitized for FRASER
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June 25,1918
July 9,1918

..} July 23 1918
..] Aug. 61918
| Sept.. 31018

Sept. 17,19:8

Oct. 1 1918

Nov.. 30,1917
Jan. 2 1918

| Feb. 15,1918 |:
Mar. 15 1918 |.

Apr. 15,1918
May 15,1918

Aug. 20,1918

Various, be-
inning
ug. 20,

1918. -

Oct. 11,1917

..| Oct. 16,1917
.| Oct. 17 1917
.| Oct. 29 1017
..{ Nov. 15 1917

Nov. 19 1017

| Mar, 81018

Oct. 24,1918

Nov. 7,1918
Nov. 21 1918
Dec. 5 1918
Jan. 2,1019
Jan. 16,1919
Jan. 30,1919

June 25,1918
do

Jaly 15,1919

1 year from
date of
issue.

Oct. 18,B17
d

..... O........

QOct. 31 917
Nov. 19 1917
Nov. 20, 1917
Jan. 15,1918
Jan. 16,1918
Feb. 13,1918
Feb. 26 1918

Mar. 11,1918

[SETCILT XY Y CRXN PV -y

131,481,500 | 34,654,000 | 20,000,000 | 28,410,500 | 18,481,500 | 48,000,000 11,938,000

101,203,000 | 31,260,500 | 22,100,000 | 30,031,500 | 14,452,000 | 39,000,000 | 35,853,000
83,310,500 | 25,952,500 | 10,800,000 | 23,369,000 10,156,000 | 38,000, 4,327,000
87,292,500 | 24,056,000 | 12,260,000 126,000 | 7,579,500 | 37,750,000 4,581,000
88,279,000 | 25,501,500 | 17,200,000 25 §13,000 | 11,295,500 | 49,500,000 3,000, 000
88,878,500 | 24,176,500 | 17,700,000 | 22,816,000 | 11,898,500 | 46,350,000 3,000, 000
82,759,000 | 21,360,000 | 21,500,000 | 21,200,000 9,457,000 | 46,420,000 2,817,000

663,204,000 | 186,963,000 | 127,560,000 | 176,866,000 | . 83,320,000 | 305,020,000 | 65,316,000
30,130,500 | 3,833,000 1,743,000| 1,072,000 | 5,388,500 | 4,012,000

48,054,500 | 11,168,500 5,230,000 | 17,075,000 | 15,180,000 | 19,632,000

15,709, 000 1,661,500 | 1,255,000 498,500 | 1,505,500 | 7,404,000 |.

13,286, 500-— 2,063, 500 * 720,000 824500 | 1,022,000 { . 6,416,000

15,742, 000 1, 850, 000 ,028,000 | 1,002,000 | 4,207,500

40,002,500 | 3,075,000 | 1,600,000 538,500 | 4,762,500 | 6,069,500 |........u.....

162,934,000 | 22,708,000 | 11,398,000 | 21,036,500 | 28,950,500 | 47,831,000 |........ s
18,537,500 | 4,243,000 | 1,819,000 | 3,494,500 [ 4,127,000 | 13,087,500 |........ veeeas
9,167,000 | 4,071,000 | 1,350,000 | 2,000,000 | 1,176,000 | 1,750,000 |.
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.| Aug. 26 1918
do

| Sept. 3 1918

7,1918

Oct.
do

do
Ocl: 25,1918

. o
Oct. 28,1918

.| Oct. 29 1918

. 3,1918
. 6 1918
. lO 1918
. 13, 1918

BRI WLWWWWWHRIWWWRI NN WWIIN
[

Issues of certificates of indebtedness—Continued.
. Federalreserve district,
5 Date of ma- | Rate, per|— Treasury
Authorizing act, Date of issue. tarity. “cent; _ - R . San Fran. | department.
N Chicago. St. Louis. | Minneapolis. | Kansas City. Dalias, cisco "
Y
Specml lssues—Cont’ i
Sei)t 2% 1917, as amended Apr. May 10,1918 | May 11,1918 2 PSSR FETRUTUTRE PO ISURPSIURIY PUPUUDPINIPR FPSUIPUPPIN ISP .
1918.
DO e May 17,1918 | May 21,1918 | 2 ..o e .
Do ....ccce..en . May 31,1018 | June 1,1918 | 2 o e e e
Do.cerennann. June ll 1918 | June 18,1918 | 3 |....i.eiiieiiifeencnenaconaa]ereniecieeeeinaeneaneeaiiiei e,
) 5 7 DR P do....... June 20,1918 PUPUPPUUI AR PRI PRSI RPUICIPRRIIRIPE PP
Do............ .| June 28,1918 | June 29,1918 e G [ P
Do............ .| June 29 1918 | July 2,1918 Y [
.......... .| July 12 1918 | July 13,1918
.| Aug, 8 1918 | Aug. 13,1918 | 3 |iuiiiiiei el 20, 000, 000
............. Aug, 16,1918. 10, 000, 000
............. Aug. 20,1918 15,000, 000
.[ Aug. 16 1918 | Aug. 17,1918 1 2 | . et e
Lo 1018 | 3 |

18, 000, 000
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RECAPITULATION.

Federal reserve district.

) Total
Issued— . amount.
: Boston. New York. |Philadelphia.| Cleveland. | Richmond. Atlanta.
In anticipation.of the first Liberty loan......coceocveiiviioniniiiiiaiieaeen $868,205,000,{ $57,367,000 | $460, 462,000 | $43,400,000 | 58,900,000 | $13,703,000 813, 305, 000
In anticipation of the second Liberty loan. . 2,320,493,000 | 132,044,000 |1,467,543, 000 89,132,000 | 182,513,000 40, 014, 000 32,135,000
In anticipation of the third Liberty loan. 3,012,085,500 | 214,417,000 |1,255,308,000 | 196,500,000 | 238,033,500 75,829, 500 79, 573, 000
In anticipation of the fourth Liberty loan.. 4,659,820,000.| 381,152,500 [1,680,989,000 | 316,020,000 | 440,569,000 | 117,983,500°| 114,857,000
In anticipation of internal-revenue taxes, 1918. 1,624,403,500 | 83,260,000 | 831,473,000 | 95,537,000 | 285, 452,500 | 20,822,000 13,006, 000
In anticipation of internal-revenue taxes, 1919. 145, 245, 000 11, 394, 500 43,428, 500 9, 822, 500 28, 279,000 3,872, 500 3,139, 500
To secure Federal reserve bank notes....... y 61, 217, 000 3,750, 000 24,955, 000 3,356, 000 4,458,000 1, 886, 000 3,298, 000
Special isstes. ...veiaiiiaeniennny eietesseeiacrreebentereniinsananenaneniauns| 2,000,000,000 |...conne.. -...11,720, 000, 000 18,000,000 f.eeveerenemuee]ooenneneruasns]oeenaceanans
Total.c.coveivirennnanen teeieteraraereebaae e inanranaan e 14,691,469,000 | 883,385,000 (7,484,158, 500 '771,767, 500 |1, 238,205,000 | 274,110,500 259, 313, 500
Federal reserve distriet.
- : Treasury
° : Issued— - - ) . San Frap. | Department.
Chicago. 8t. Louis. | Minneapolis. [ Kansas City. Dallas. cisco. o
In anticipation of the first Libertyloan.. ... .. ..cooiiieiiiiiiiiiiiiieaaaans 877,603,000 { 332,745,000 | $14,600,000 | $30,300,000 | 818,225,000 | $36,900,000 [ 810,605,000
In anticipation of the second Libertyloan................cooiiiiiaaioine. - 138, 597, 000 45, 700, 000 29,471,000 38, 039, 000 39,347,000 85,958,000 ). ..... ... .
In anticipation of the third Libertyloan...................................... 325,355,000 { 133,584,500 89,350,000 | 128,524,500 90,925,000 | 172,790,500 11, 895,000
. In anticipation of the fourth Liberty loan...............c...ciiiiiiiiiiian. 663,204,000 ( 186,963,000 f 127,560,000 | 176,866,000 83,320,000 | 305,020,000 65, 316, 000
In anticipation of internal-revenue taxes, 1918 . ... ... .. ... ...l 162, 934, 000 22,703,000 11,398, 000 21,036,500 28,950, 500 47, 831,000

In anticipation of internal-revenue taxes, 1919 . . .. 18,537,500 | - 4,243,000 1, 819, 000 3,494, 500 4,127,000 13,087,500 |. .

Tosecure Federal reserve bank notes... 9,167, 000 . 4,071,000 1,350,000 | = 2,000,000 1,176,000 1.750,000 |.
Special issues ceee . 35,000,000 {.....coiii e e, 18,000, 000 209, 000, 000
K V7Y P PP 1,430,487,500.{ 430,009,500 [ 275,548,000 | 400,260,500 } 266,070,500 | 681,337,000 296, 816, 000

-
\
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32 REPORT ON THE FINANCES.
S\
‘WAR-SAVINGS CERTIFICATES,

"The sale of United States war-savings certificates and thrift stamps
has been continued throughout the year without interruption. "Not
only have these securities given every man, woman, and child in
the country, however small their mean’s, an opportunity to invest
in the obligations of their Government, but they have been the means
of carrying the message of thrift and economy into every city, town,

- and hamlet, and, it is hoped, into every home in the country. In
addition to yielding over eight hundred millions of dollars to assist
the Government in the prosecution of the war, the war-savings cer--
tificates and thrift stamps have been the means of showing the people
a way to save, and how rapidly, by the habit of thrift, the accumula-
tion of small sums increases their prosperity. This war-time experi-
ment has been so successful that it is hoped that war-savings cer-
tificates will become a continuing feature of the Nation’s financing
even after the restoration of peace. :

The campaign for the sale of war-savings certlﬁcates and thrift
stamps opened on December 3, 1917, under the immediate supervision
of the National War- Savings C‘ommlttee appointed by the Secretary
of the Treasury. State, county, city, and town committees were
organized throughout the country and a campaign in the interest of
thrift and economy was begun on a nation-wide scale. ‘At first prog-
ress was slow. The gospel of thrift had not as yet been preached in

" any systematic way. The principle of “business as usual” was the
antithesis of the principle of thrift during the war. The opening of
the campaign resulted in much passive and some active opposition.
The message of war-savings, however, slowly but steadily gathered
increasing momentum. The clamor, for “business as usual” was
heard less and less until it entirely faded away. The appeal of
the war-savings campaign was gradually understood and it exer-
cised a great influence in the readjust\ment of the economic life of the -
Nation.:

From the beginning the Treasury has received the cordial and
effective cooperation of the Postmaster General and the entire Postal
Service. In addition to being on sale at every post office and by
every rural carrier, war-savings certificates were ‘placed on sale
throughout the entire country by agents appointed by the Secretary’
of the Treasury, numbering on October 31, 1918, 233,287, All of

* these agents patriotically offered their services w_1thout compensation. -
Up to November 1, 1918, 151,361 war-savings societies had been
formed to foster the spirit of thrift and ecohomy among their mem-
bers. It is hoped that these societies will perform an increasingly
important role in the work of stimulating savings.
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SECRETARY OF THE TREASURY. 33

The cash receipts in the Treasury from the sale of war-savings
and thrift stamps by months from December 1917, to October, 1918,
were as follows:

December, 1917..__. $10,236,451.32 | June, 1918 __._______. $58, 250, 485. 00
January, 1918________ 24,559,722.15 | July, 1918 ___________ 211, 417, 942. 61
February, 1918_______ 41,148, 244.22 | August, 1918_________ 129, 044, 200. 62:
March, 1918 _________ 53, 967,.864. 49| September, 1918______ 97, 614, 581. 48
April, 1918 __________ 60,972, 984.12 | October, 1918 ________ 89, 084, 097. 31
May, 1918 . _____. 57, 956, 640. 12

Up to November 1, 1918, the cash receipts totaled $834,253,218.44,
representing an average maturity value estimated as shghtly in
excess of $1,000,000,000. The total redemptions up to September
30, 1918, were $7,552,839.44, being only 1 per cent of the cash 1ece1pts

After several months of education in the neces51ty of saving for
the war and in the advantages of the war-savings certificates it
seemed desirable that the country give concrete evidence of its sup-
port of the war-savings movement and a nation-wide enlistment
campaign was inaugurated, culminating on June 28, 1918. In that
campaign the people were asked to pledge themselves formally to
save and economize and to invest during the year a $pecified amount
in war-savings certificates.

Early in September, 1918, it was determlned that the organization
which had charge of the war-savings campaign should, if possible,
be brought into closer coordination with the efforts of the Liberty loan
- committees under the supervision of the War Loahn Organization of
the Treasury. This change was suggested by I. A. Vanderlip, chair-
man of the National War Savings Committee. The correspondence
between Mr. Vanderlip and the Secretary, setting out the reorganiza-
tion in detail, follows:

Avgust 29, 1918.

DEAR Mkr. VANDERLIP Since our conference last week I have recelved your
memorandum concerning the war—savmgs organization, from which the following
. is a quotation: :

“ Present organization.—The Secretary of the Treasury appointed a National
War Savings Committee, consisting of a chairman and four members. .Upon
their recommendation, he appointed six Federal directors, each having general
supervision over two Federal reserve districts, and fifty-two State directors,
each of whom has cowmplete charge of war-savings activities in his respectlve,
State or district.

“The progress of the campaign to'date has shown the desira‘bility of 4 modifi-
cation of the present organization, to bring about a greater coordination of
existing war-loan organizations, and a closer supervision of war-savings activi-
ties by the Treasury Department.

“ SUGGESTED CHANGES.

“PFederal reserve district.—It is suggested that the war-savings-organizations )
be reorganized to conform to Federal reserve district lines, the governor of the
. "Federal reserve bank in each district to have general supervision over all war-

86429°—rr1918——3
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34 " REPORT ON THE FINANOCES, .
savings activities, occupying the same relation to the war-savings organization
that he now does to the Liberty loan organization.

“ It is believed that by placing the war-savings organization under the super-
vision of the Federal reserve bank the activities of the war-savings and Liberty
loan committees can -be coordinated and eventually consolidated into one war-
loan organization, thus eliminating existing duplication of effort, and perhaps
decreasing the expense incident to operatlon

“Director of war savings for Federal reserve districts.—The appomtment by
the governor of each Federa] reserve bank of a director of war savings for the
district is suggested, this director to have. supervision, under the governor, of’
all war-savings activities in the district. He will pass upon matters of policy,
publicity, expenditures and routine management.”

The suggestions thus made by you follow the lines which were agreed upon
between us in our talk and have my hearty approval. We are agreed also
that the national war-savings activities must be assumed by the Treasury
Department.

I am, in accordance with your recommendation, advising the governors of the
Federal reserve banks of the future policy as outlined above and suggest that
meetings of the State directors of war savings with the governors of their
respective Federal reserve districts be called by the National War Savings
Committee to discuss and evolve plans for the harmonious carrying out of the
foregoing arrangements.

-Realizing, ag I think we both do, that the work of the National War Savmgs
Committee is now nearly completed and, upon the consummation of the plan
above outlined, will be quite completed, I can not omit to say to you how pro-

, foundly I appreciate the service wHich you have rendered to your country and
to the Treasury Department in creating and directing the war-savings organ-
ization. I have not been unconscious of the sacrifice of your personal interest
which this involved, more -particularly in recent months since the death of Mr.
Stillman and later of Mr. Sterling have made indispensable your attention to
the affairs of the National City Bank, and I want to express to you, for myself
and my Treasury staff, our appreciation of the spirif of good will and hearty
cooperation in which you entered upon and fulfilled this great service.

May I not ask you to express to the fellow members of your committee, and
the Federal directors also, my deep appreciation of the loyal and patriotic
service which they have rendered during the months since the war savings
movement was initiated.

The organization in Washington, built up by the National War Savings Com-
mittee, I hope to retain as part of the national organization in the Treasury

" Department. From the members of the war-saving organization throughout the
United States I know I can count upon a continuance of the same enthusiastic,
efficient and unselfish service which they have rendered through the months
past, and to all members of the organization I address the earnest request that
they give their hearty cooperation to the measures of reorganization which you
and I have determined will make most effectively for the continuance, growth
and development of their work.

' With assurance of my high regard I-am,

Cordially yours, \
W. G. McApoo, Secretary.
Hon. WiLLiaM G. McApoo, . SEPTEMBER 5, 1918.
Secretary of the Treasury, Washington, D. C.
Drear MR. SECRETARY : I beg to acknowledge your cordial letter of August 29.
I am truly appreciative of your words of commendation, and I shall treasure
your generous acknowledgment of what service I have been able to give.
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\ . SECRETARY OF THE TREASURY, 35

' The plan which you have approved I believe will meet with the commenda-
tion of everybody concerned in the war-savings work. It puts the movement on
a permanent basis closely related to the Treasury and properly supervised by
the directors of the Federal reserve hanks. It will brmg it into harmony with
the Liberty loan activities, and it- makes a happy and proper analogy in the
methods of administration with the Liberty loan work. I feel confident that
the work will go forward with steady improvement. o

In accordance with your suggestion I am sending copies of your letter to.
the other members of the national committee and to the Federal directors. I
am also ascertaining from the governors of the Federal reserve banks a date
that will be agreeable to each to meet with the State.directors of their dis-
trict, and will, on behalf of the National War Savings Committee, ask the
various State directors to meet with the governors of their respeéctive dlstrlcts
to discuss and evolve plans for carrying out these arrangements.
~ With the turning over of the responsibilities of the work in accordance with
these plans, the duties of the members of the National War Savings Com-
mittee and the Federal directors are concluded. In bringing these duties to a
conclusion I can not refrain from saying that one of the most inspiring
experiences of my life has been the wonderful response to-the call to voluntary
service which has been made by practically every person called upon by the
War Savings Committee. Men and women with important responsibilities
upon their shoulders have laid aside their work and have given unstintedly of
their time and the best that was in them to forwarding this movement.

The association with my coworkers has been an inspiring privilege. We
have all tried to carry out the plan which you conceived when you asked
Congress to authorize this issue of securities, and we have had a deep belief
that of the many constructive measures which you have advanced, this move-
ment will remain as one of the most permanent monuments to the wisdom of
your remarkable administration of the Treasury.

Sincerely yours,
. F. A, VANDERLIP.

For the purpose of carrying out this plan of reorganizatien the
governors of the Federal reserve banks held meetings with the State
directors of war-savings in their respective districts during the month
of September and discussed plans for the closer coordination of their
loan activities. The governors will assume supervision of the war-
savings campaign under the direction of the War Loan Organization
of the Treasury.

By the act approved September 24 1918 (Exhlblt 8), the issuance
of an additional $2,000,000,000 in war-savings certificates was au-
thorized, making the total authorizations of these securities $4,000,-
000,000. The same law repealed the limitation contained in the
original act of September 24, 1917, making it unlawful to sell to
any one person at any one time an amount of war-savings certificates
exceeding $100, and authorized the holding by any one person of
war-savings certificates to an aggregate amount not exceeding $1,000,
maturity value, of each series. ‘

In accordance with this 'Luthorlty, the Secretary has determined
upon the issue of a new series of war-savings certificates in 1919,
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36 - - REPORT ON THE FINANCES..

maturing January 1, 1924, and. in practically all respects to be
issued on the same terms and: in the same manner as the series of 1918.
A new $5 war-savings stamp, blue in color, bearing the head of Benja-
min Franklin, is in preparation for this series. ‘The same thrift
stamps and thrift cards now in use will be continued in 1919 and will
be exchangeable into the new series of 1919 war-savings stamps, pay-
able January 1, 1924, in the'same way as the exchange has been made,
during this year into the series of 1918 war-savings stamps. '
The details of the appointment of agents and regulations supple-
menting those published in the annual report of the previous fiscal
year are set forth in Treasury Department Circulars Nos. 95, 96,
101, and 108, attached as Exhibits 40, 41, 42, and 43, respectively.

LOANS TO FOREIGN GOVERNMENTS,

By the acts of Congress of April 24, 1917, September 24, 1917,
April 4,.1918 (Exhibit 3), and July 9, 1918 (Exhibit 7), authority
was vested in the Secretary of the Treasury on behalf of the United
States, with the approval of the President, to establish credits in
favor of foreign governments engaged in war with the enemies of the
United States, and, to the extent of the credits so established, from
time to time to purchase at par from such foreign governments, re-
spectively, their several obligations. A total appropriation of $10,-
000,000,000 was provided for this purpose. Under these authoriza-
tions credits have been established in favor of the Governments of
.Belgium, Cuba; France, Great Britain, Greece, Italy, Liberia, Rou-
mania, Russia, and Serbia, and advances have been made to these
Governments as indicated in the following tabulation, which includes
‘all such credits and advances from April 24, 1917, up to November 15,
1918, a period of a little more than 184 months:

.
o Balances under
o
Country. estglifl?sl}téd Cash advances. a(ggtilgsrt %225‘1’?: established
: ' credits.
Belgium $192,520,000 |  $173,380,000 ... cevenenn..... $19, 140, 000
Cuba...oeieiiiiiiiiiaiaaae 15, 000, 000 ,000,000 |............... 5,000,000
France ... 2,445,000,000 { 1,970,000,000 $200, 000, 000 275, 0600, 000
Great Britain. .| 3,945,000,000 | 3,696,000,000 j......." L 249, 000, 000
reece - 15,790,000 [-veeoeennonn ... 15,790,000 |...ooo.aotll.
Italy.......... .| 1,210,000,000 } 1,051,000,000 [...-........ e 159, 000, 000
Liberia ,000,000 [-voee oo e 5,000, 000
Roumania 6,666,666 [........ Ceieaean 5,000,000 1,666, 666
Russia 325,000, 000 187,729,750 1+cvrvennnninnn 137, 270, 250
Serbia......ox---- 12,000, 000 10,605,000 |..voeneno oo, 1,395, 000
I'otal 8,171,976,666 | 7,008,714,750 220,790, 000 852,471,916

The currencies needed in France, Great Britain, and Italy for our

war expenditures in those countries have been provided by the re-
spective foreign Governments under an drrangement whereby the
dollar equivalents of the amounts so provided have been made avail-
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able to the respective foreign' Governments for use to meet their war
expenditures in the United States, and thus the needs of these Gov-
ernmeénts for advances from the United States have been reduced by

"~ a corresponding amount.. The following tabulation shows the
amounts of the foreign currencies placed at the disposal of the United
States, and the dollar equivalents paid therefor in the United States,
for the period commencing during the month of January, 1918, up
to November 15, 1918:

Country. ¥ranes. Pounds sterling. Lire. D°,"1€§gu'im' .

FIADOO. ..oeeeeeeeeeeeeeeeeeeeeeennns 3,571,436,076.38 |+ oeevoeeioneessoeeeeeenans $631,275, 365. 86
Great Britain. ....coeuieeeiaeeienaeifocenceaeeacacanann 24,270,545/1/6 {-....eeennn... 115,633,978.20
87 1 O e 39,540,419 +5,284,348.38
13 7 ) DR RN PPN DORPOTRRE NP 752,193,692, 44

On the morning of November 15, 1918, there remained an available
authorization for the establishment of credits in favor of foreign
Governments amounting to $1,828,023,334. To what extent these
Governments will require —further credits before the termination
of the war depends upon factors that can not now be determined.
It is important that our foreign loans be discontinued as soon as
may be, having due regard to the conditions of our industries and
the essential needs of the foreign Governments; in the meantime
they should be held down to a minimum. Nevertheless, until cer-
tain of the allied countries can resume their normal activities the
United States should be prepared to sell them on credit, éven after
the declaration of peace, foodstuffs, raw materials, and manufactured
products of which they may be in need. I shall recommend’ the

enactment of legislation extending the authority to establish credits
in favor of foreign Governments for a reasonable period and w1th1n
reasonable limits to meet needs growing out of the war.

Valuable information as to the needs of the Governments of the
Allies for war purposes, their urgency, and the necessity of meeting
them from advances by the United States has been furnished from
Europe by the Inter-Ally Council on War Purchases and Finance and
by its president, Oscar T. Crosby, formerly an Assistant Secretary
of the Treasury and now Special Finance Commissioner of the
United States in Europe.

The Inter-Ally Purchasing Commission, constituted in August
1917, through formal arrangements entered into by the Secretary of
the Treasury, with the approval of the President, on behalf of the
United States with representatives of the Governments of the Allies,
has been of gréat assistance both to the foreign Governments con-
cerned and to the Treasury in securing the best results from the ex-
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penditure of the advances made. Through the relationship of the
Purchasing Commission to the War Industries Board the purchases
of the Allies have been coordinated with those of the United States.
Demand certificates of indebtedness signed by the duly authorized
representatives of the respective Governments are now held for all
funds which have been advanced and now bear interest equivalent to
- the rate of five per cent per annum upon the entire amount advanced.
This rate has been fixed upon consideration of the rate of interest
paid by the United States on Liberty bonds and certificates of
indebtedness and of the loss of revenue resulting from the tax
exemptions accorded to those issues and other 1nc1denta1 costs and

expenses.
FOREIGN EXCHANGE.

Since the entry of the United Statés into the war the great bulk of .
its exports have moved to the Governments of the Allies in Europe
for war purposes. These exports were in effect sold on credit, since
payment therefor was made from loans granted by the United States.
To preserve the credit of the Governments of the Allies and to main-

‘tain their purchasing power in foreign markets, the Treasury has
permitted the support of the exchanges of Great Britain (and
.Canada), France, and Italy upon the United States exchange
markets. Therefore the foreign exchange situation during the war
ultimately became a question of the trade balances of the United
States, France, Great Britain, and Italy, with the rest of the world
as affected by the collection of the principal and interest of foreign
investments, ocean freight charges, etc.

| War restrictions prevented settlement of these balances by gold
shipment, and the checking of imports and the stimulating of exports
(natural methods of dealing with the situation) were complicated
by questions of military necessity for supplies and shipping as well
as by the question of blockade and other considerations as to the
relations between the belliger@nts on both sides and neutral countries.

Subject to the limitation of tonnage and other war requirements, it
was most important to pay our adverse foreign balances through the
export of commodities otherwise nonessential, and this consideration
was urged upon those departments of our Government having such
matters 1n hand.

While the United States supported the exchanges of France, Great
Britain, and Ttaly, exports were almost equally valuable from a purely
exchange standpoint, whether made by the United States or by such
countr ies Those countries have been importing vastly more than they
could export, so there was ample tonnage for any exports they were
able to make. The need of tonnage for carrying war supplies from the
United States was so great as to make it difficult to provide shipping
space for exports from the United States to European neutrals that
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did not own shipping. The matter of exports to European neutrals
contiguous to the central powers, whether or not they owned ship-
ping, was controlled by considerations of blockade. The possibilities
of export to other parts of the world were limited to the outward
voyage of the tonnage required to bring back needed imports to this
country. A

Foreign loans and credits constitute a, means of temporarily re-
lieving the exchange situation and by postponement afford an oppor-
tunity to obtain relief by means of proper trade measures. The -
Treasury has urged upon the Governments of the Allies the necessity
of their obtalmng neutral currencies through loans or credits or the
sale of the foreign securities which they hold. The Treasury also
itself effected arrangements for stabilizing exchange in a number of
neutral countries. i

The results achieved by the Governments of the Allies and by the .
Treasury materially aided in maintaining the value of the dollar
in foreign countries. The trend of the exchange market has indi-
cated a very substantial improvement in the exchange rate of the
dollar. The following tabulation will show (1) the highest premiums
reached in certain foreign currencies between April, 1917, and July
31,1918, (2) the month in which such highest premium was reached,
(3) the highest premium durlng the month of July, 1918, and (4) the
premium on November 15, 1918: >

S,

\ S S
. ri] and July 31, 1918.

prt, ! b Highest | Premium

Currency of— premium, | Nov. 15,

. Month in which | U, 1918.| 1918,
Per ct. reached. :

Percent.'| Per cent.
3.55

November, 1917....... 33.58 .

..... d srescsnenancnnes 17.91 | 1.68
..... e 16.79 .75
July, 1918 .. 29.35 3.86
May 1918. . 31. 50 +3.21
Aprﬂ 1018, ... 42.75 3.63
Selatember 1917....... 10. 14 10. 14
July, 1918 7.82 9.33
December 1917 5.61 .5.04
June‘\1918 el 75,48 31.54
July,1918.............. 20.83 3.10
December 1917 ....... N 8.84 1.54

In Great Brltaln, France, Ttaly, Brazil, and Canada the dollar
was at a premium on November 15, 1918.

By virtue of the authority, vested in him by the espionage act, ap-
proved June 15, 1917, the President, on September 7, 1917, issued a
proclamation and Executive order by the terms of which the Federal
Reserve Board, subject to the approval of the Secretary of the
Treasury, was authorized to administer certain regulations, pre-

, scribed in the proclamation, with respect to the restriction of the
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exportation of coin, bullion, and currency. These functions are ad-
ministered by a committee of the board known as its gold export
committee, consisting of three members. A representative of the
Treasury sits with' the committee. Before the task of controlling
the-movement of gold had been carried very far it became evident
that in order to make this control effective it would be necessary
to ‘establish control of foreign cxchange operations. Such control
was found necessary not only to prevent transfers of funds for
. ‘enemy account or for the benefit of enemies, but also in order,
as far as possible, to control the causes leading to demands on
~ our market for gold. "Accordingly, under the authority conferred by -
the espionage act and the trading with the enemy act, which latter
became ‘a law on October 6, 1917, the President, by an Executive
order of October 12, 1917, vested in the Secretary of the Treasury
“the executive administration of any investigation, regulation, or
prohibition of any transactions in foreign exchange, export, or ear-
marking of gold or silver coin, or bullion or currency, transfers of.
credit in any form (other than credits relating solely to transactions
to be executed wholly within the United States), and transfers of evi-
- dences of indebtedness or of the ownership of property between the
United States and any foreign country or between residents of one or
more foreign countries by any person within the United States.”
- This order further empowered the Secretary of the Treasury to
requlre any person (ngaged in any such ‘ransaction “to furnish,
under oath, complete information relative thereto.” The Secretary
of the Treasury, with the approval of the President, issued an order
on November 23, 1917, adopting certain admlnlstratlve procedure
for the administration of -this power, and designated the Federal
Reserve Board to act as his agency, subject to his approval to carry
out such administration.

Subsequently, on January 26, 1918, the President issued an Execu-
tive order amending and settlng forth in detail regulations in respect
to such administration in order to vest all necessary authority in the
Federal Reserve Board to act s the agency of the Secretary of the
Treasury in the performance of the duties impesed upon it by such-
order, and no such transfers can be made by any person living in
the United States other than in the manner prescribed by the regu-
lations. Pursuant to such authority, the Board established a Divi-
sion of Foreign Exchange, with headquarters in New York City, to
obtain complete reports concerning operations in foreign exchange
and to supervise the transmission of funds to foreign countries.
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The postal and cable censors have consulted freely with the division
in the censorship of financial mail and telegraph and cable messages.

SILVER.

The act of April 23, 1918, commonly known as the Pittman Act
(Exhibit 44), is entitled “An act to conserve the gold supply of the
United States; to permit the settlement in silver of trade balances
adverse to the United States; to provide silver for subsidiary coinage
and for commercial use; to assist foreign Governments at war with
the enemies of the United States; and for the above purposes to
stabilize the price and encourage the production of silver.”

" The purpose of this act was to permit the use of silver dollars held in
the, Treasury against outstanding silver certificates, but only with the
concurrent retirement of such certificates. Silver, as is well known,

is the principal money metal of the Orient. The demand for products
of the Orient for war purposes, such as jute, hides, etc., was very press-
ing, and it was impossible to settle the adverse trade balances thus
created thlough the shipment of commodities as in normal times.

The shipment of gold to the Orient is at all times highly undesirable,
‘because both gold and silver, but particularly gold, are there hoarded
and disappear from commercial use. '

It seemed wise in these circumstances to put to use the silver dollars

 lying in the Treasury. This could only be accomplished through
the simultaneous retirement of a corresponding amount of silver cer-
tificates. The Pittman Act accordingly authorizes the Secretary of
the Treasury from time to time to retire silver certificates, and as such
certificates are retired to melt or break up and sell as bullion the
silver dollars represented by such certificates up to the limit of
/350,000,000 standard silver dollars. Upon the sale of any such bul-
lion the Secretary of the Treasury is required immediately to direct
the Director of the Mint to purchase in the United States of the
product of mines situated in the United States and of reduction
works so located, an amount of silver equal to the amount necessary
to recoin the silver dollars so melted or broken up. Such purchase is
to be made in accordance with the then existing regulations of the
mint and at the fixed price of $1 per ounce, 1,000 fine.

Silver bullion derived from the melting of standard silver dollars
can be used for the purpose of conserving the existing stock of gold.
in the United States, of facilitating the settlement in silver of trade
balances adverse to the United States, of providing silver for sub-

“+ sidiary coinage and for commercial use, and of assisting foreign Gov-
ernments at war with the enemies of the United States.

In order to prevent contraction of the currency, provision is made
for the issue, under the direction of the Federal Reserve Board,
which is authorized, at the request of the Secretary of the Treasury,
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either to permit or to require such issue; of Federal reserve bank
notes in any denomination (including denominations of one and two
dollars) in the aggregate amount of not exceeding the number of
silver dollars melted or broken up. Such Federal reserve bank notes
can be issued only on deposit with the Treasurer of the United States
as security therefor of United States certificates of indebtedness or of
United States one-year gold notes.
From time to time, as silver bullion is purchased by the Director
"of the Mint and standard silver dollars are coined therefrom to re-
place the silver dollars originally melted, an equal amount of such
Federal reserve bank notes must be retired. This retirement can at
“the proper time be easily effected by permitting the certificates of
indebtedness deposited as security to be paid off at their maturity.
In pursuance of the authority of the Pittman Act, the Secretary of
the Treasury arranged to sell to the Government of Great Britain
200,000,000 fine ounces of silver for the use of the Government of In-
dia. The bullion resulting from the melting of 1,000,000 silver dollars
+ has been allocated to the Director of the Mint for subsidiary coinage.
The demand for the shipment of silver to India was very urgent
and far exceeded the current production of the world’s mines. By
making available the silver dollars lying in the Treasury a difficult
situation in India was met. Against delivery of the bullion result-
ing from the melting of silver dollars, the British Government
agreed to pay for the silver at the rate of $1-per fine ounce, and, in
addition, expenses and value of copper content. »
The following tables show various operations under the Pittman
Act up to November 1, 1918:

TasLe I.—Silver dollars melted.

Dollars melted (whereof $19,655,554 represented dollars in the

Treasury and the balance was made available by the retire-

ment of silver certificates) - . $137, 465, 554
Fine silver weight in ounces —— » 106, 192, 429. 466

TapLE I1.—S8ilver certificates withdrawn from circulation and canceled.

. . . . Amount net.

s 1O O $27, 052, 468
e 14, 640, 082
e ' e e e 67, 505, 420

10 S - e 4,138,990

00 e N - —e- 3,345,740

T 1,117,100

100__. S, —-— . 9, 700 »
D00 e 500
Total face value_. . _________________ ‘ 117, 810, 000
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Y
. TaBsLE III.—Federal reserve bank notes issued. :
, \ . N Amount.
$1 .. N — ——=.—_ $30, 324, 000
2 . — _ 7, 352, 000
5 - — ~- 13,060, 000
10 e 2, 960, 000
Total 53, 696, 000

The Federal reserve bank notes which have been 1ssued as stated
in the above table, are secured as follows

One-year 3 per cent Treasury notes . $9, 295, 000

' Special 2 per cent certificates of indebtedness_—_________________ - 44,401, 000
Total - 53696, 000

" The Pittman Act does not effect any change in the permanent cur-
rency structure of the country. Silver dollars are retired and re-
placed by Federal reserve bank notes, and when silver dollars are in
time recoined Federal reserve bank notes are to be retired, thus auto-
matically restoring the original status. Such retirement is rendered
possible without friction by the fact that such Federal reserve bank
notes are in all cases secured only by short-term obhgatlons of the
United States Government.

GOLD.

The gold monetary stock (coin and bullion used as money) in the
United States on November 1, 1918, is estimated to have been $3,079,-
800,000. The increase since January 1, 1918, amounted to approxi-
mately $39,400,000; since the beginning of the European war,
$1,192,500,000. The portion of the world’s gold monetary stock held
by the United States is estimated to be about one-third.

PLATINUM,

In January, 1918, the facilities of the New York assay office were
placed at the disposal of the Ordnance Department and the War In-
dustries Board for the receipt and treatment of platinum and kindred
metals, to be used by the Government in connection with the manu-
facture of munitions and in other scientific operations of the War
Department. The assay office at New York was designated for the
purpose by the Treasury at the request of the War Department, and

- upon the recommendation of the Bureau of Standards, it being the
one institution under the control of the Government where the difficult
work of reﬁnlng platinum metals could be successfully undertaken.

Although the force and the facilities of the New York assay office
were severely taxed by the extraordinary increase of its regular
operations on gold and silver since the outbreak of the war, the work
of handling the platinum business of the Government was readlly

~ assumed. :

N
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Wide publicity was given to the needs of the Government for plati-
num to be used for war purposes, in response to which approximately
2,500 deposits were received during the current calendar year. The
gross weight of the deposits approached 55,000 troy ounces, which
carried an estimated value of $4,200,000.

The deposits were received in various forms——-from Russian and
Colombian grains to jewelry and laboratory scrap. They were re-
ceived from every conceivable source and through various agencies,
such as Red Cross societies and national banks.

The metal is prepared by the New York assay office in the form
of platinum chloride, sponge, bars, gauze, and wire.

INTERNAL REVENTUE.

During the past year the Internal Revenue Service has been trans-
formed as the result of the rapid development of internal taxation
and the radical change which has taken place in the character and
complexion of such taxation. For 50 years preceding 1917 the prin-
cipal sources of internal revenue were the taxes imposed on fermented
liquors and distilled spirits, and even during 1918 the revenues col-
lected from these sources exceeded in amount the corresponding col-
lections for any previous year. This, however, was due to large
increases in rates, as the industry that produces these beverages is
declining in comparative importance as a source of revenue. Rela-
tively, these taxes, which have long been the chief subject matter of
the Bureau of Internal Revenue, have taken a position subordinate to
the direct taxation of income, upon which the principal reliance has
been placed in raising the large sums required for the support of the
war program. -

During the year ended June 30, 1918, the total collections amounted
to $3,694,619,638. 72, compared w1th $3 400,000,000 estimated at the
time the law Was in process of enactment that the law would yield.
The collections for the preceding fiscal year were $809,393,640.44 and
exceeded by far the amount collected in any previous year. The
collections and number of transactions with taxpayers during the
fiscal year 1918 exceeded by ten times the revenue yield and number -
of transactions of any year prior to the advent of the income tax of
1913. Only about 12 per cent of the entire yield for 1918 was derived
from taxes on the manufacture and sale of fermented liquors and
distilled spirits, compared with 68 per cent for 1912.

The transformation of the policies, organization, and methods of

" the service was made necessary not only by the change from a system
of particular excise taxes to a system of direct income taxes but also
by the in¢rease in the number of transactions and in the relationships

to be established with new taxpayers. The importance of the tax-
. gathering work was magnified by the revenue needs of the country
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and by the effect which the new taxes and increased rates of tax might -

-have on the industrial structure of the country. Millions of indi-
viduals were called upon for the first time to make direct contribu-
tions for the support of the Federal Government, and the amount of
tax imposed on thousands of enterprises was so large in comparison
with previous levies that there was much .apprehension of serious .
‘industrial and financial disturbances. :

The first step of the department toward meeting the grave responsi-
bilities imposed by the war-revenue legislation was to lay down a
general policy to be followed in the administration of the law.
Without abating in any degree the determination to give full force
and effect to every provision of the law, to preserve intact every
right of the Government, and to secure the entire amount of rev-
enue due from the various classes of taxpayers, it was decided to
invite the cooperation of the people by assuming from the outset an
attitude of helpfulness, sympathetic attention, and scrupulous regard
for the rights of the taxpayer. The practical application of this policy
has extended to every detail of the work and has prompted important
changes in organization and administrative procedure.

For example, the assessment of income and excess-profits taxes obvi-
ously required an intimate understanding of actual business condi-
tions. Accordingly, a number of representative men of recognized abil-
ity and experience in law, accountancy, and business practice were in-

* vited to assist the Commissioner of Internal Revenue in interpreting
and administering the legislative provisions. Again, for the verifi-
cation and auditing of tax returns, a corps of experienced account-
ants was added to the staff and a training school was organized for
the instruction of the employees engaged on this work, which is of
vital concern to the Government and to taxpayers alike. To aid the
Commissioner of Internal Revenue in reaching decisions in difficult
and important cases arising under the law and regulations, a special
group of advisers was employed. A new division was created for the
express purpose of carrying on a nation-wide campaign, through
every available means of publicity, to inform and educate the public
regarding the requirements of the law and the procedure-to be fol-
lowed in complying with its provisions. Every effort was made in
the preparation of regulations and forms to facilitate compliance
with the law by the taxpayers. By appropriate instructions, the pol-
icy of cooperation with the public was carried into the field force.
Effort has been made to examine every complaint of inequity in the
application of the law, and formal hearings have been granted when
necessary.

~ The harmonius and, equitable relatlons which the Internal Reve-
nue Service has endeavored to establish and maintain with the great
body of citizens have required, as a necessary corollary, the vigorous
pursuit of delinquencies and violations. The taxpaying public, as
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well as the Government, is interested in the impartial administra-
tion of the tax laws and is entitled to expect that persons who,
through ignorance or willful intent, fail to make returns or fail
to make known the full extent of their tax liability shall be brought
to account. In carrying on this work, information regarding the
incomes of possible delinquents has been obtained from every avail-
able source and it now appears that several hundred million dollars
additional taxes will be assessed and collected on account of delin-
quencies and violations for the fiscal year 1918.

The police functions of the Internal Revenue Service have been of
especial importance during the past year on account of their bearing
on the conservation of man power and food materials. A force of
specially trained revenue agents has been kept constantly in the field
for the purpose of suppressing the illicit manufacture and sale of
intoxicants and narcotic drugs in the vicinity of Army camps and
cantonments and in other localities where the existence of these
practices: has become known. This work, as well as the adminis-
tration of the laws restricting and pI‘OhlbltlI‘lU the use of food mate-
rials in distilling and brewing, has been carried on effectively.

During the fiscal year 1918 the Bureau of Internal Revenue has
been able to collect the largest tax ever paid by any country, an
amount which represents a larger proportion of the Nation’s war
budget than any other belligerent engaged in the present war has been
able to defray from tax revenues. During the fiscal year 1919, how-
ever, the Bureau’s task probably will be even greater.

Following the special message delivered by the President to the
Congress on May 27, 1918, the Secretary of the Treasury in June
estimated, on the basis of a long war and an increasing military pro-
gram, that the expenditures for the fiscal year ending June 30, 1919,
would be; $24,000,000,000, and recommended that one-third of that

" amount, or $8,000,000,000,.be raised by taxation.

The conditions were explained in the following letter to the chair-
man of the Ways and Means Committee of the House of Representa-
tives:

. WasHINGTON, D, C., June 5, 1918.

Dear Mr. KiTcHIN : Replying to your letter of June 3, and referring to our
recent conferences on the questlon of new revenue legislation, permlt me to
submit the following for your consideration : )

If the present rate of increase in expenditures should continue for six
months, the Treasury will actudlly have to disburse during the fiscal year end-
ing June 30, 1919, approximately $24,000,000,000. )

This estimate is not based merely upon appropriations, nor merely upon
estimates made by other departments as to their probable expenditures,
although they have been obtained and considered; it is based upon the actual
experience of the Treasury during the past year, which has shown that actual

v expenditures, exclusive of transactions in the principal of the public debt, have
increased at the average rate of $100,000,000 per month since March, 1917.

AN
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You will observe from the inclosed statement that in March, 1917, the ex-
penditures were in' round figures $100,000,000. In May, 1918, they were
$1,508,195,000. If there should be no further increase during the coming fiscal
year, the cash expenditures upon the May basis would be more than
$18,000,000,000. If, as seems inevitable, the increase in. expenditures should
continue at the rate of $100,000,000 per month for the next six months, or until
December, 1918, and if thereafter the monthly expenditures should remain sta-
tionary until the 30th of June, 1919, the Treasuly would have to finance ex-
penditures aggregating $24,000,000,000 during the fiscal year ending June 30,
1919; or, to put it another way, if the average monthly expenditure should
exceed that for the month of May, 1918, by 33% per cent, we shall spend
' $24,000,000,000 in the fiscal year 1919.

In the fiscal year ending June 30, 1918, our cash disbursements will amount
to between $12,500,000,000 and $13,000,000,000. Of this amount, about one-third
will have been raised by taxes and two-thirds by loans, all of which will be
represented by long-time obligations—that is, bonds of the first, second, and
third Liberty loans and war-savings certificates. We shall thus have com-
pleted 15 months of the war with a financial record unequaled, I believe, by
that of any other nation,

We can not wisely contemplate nearly doubling our cash disbursements in the
fiscal year 1919 without providing additional revenue. We can not afford
to rely upon $4,000,000,000 only from taxation, because we shall then have to
rely on raising $20,000,000,000 by loans. This would be a surrender to the
policy of high-interest rates and inflation, with all the evil consequences which
would flow inevitably therefrom, and which would, I firmly believe, bring
ultimate disaster to the country. “We can not afford to base our future financ-
ing upon the quicksands of inflation or unhealthy credit expansion. If we are
to preserve the finacial strength of the Nation, we must do sound and safe
things, no matter whether they hurt our pockets or involve sacrifices—sacri-
fices of a relatively insignificant sort as compared with the sacrifices our
soldiers and sailors are making to save the life of the Nation. The sound thing
to do is unguestionably to increase taxation, and the increases should be
determined upon promptly and made effective at the earliest possible moment.

I doubt seriously if the Government can be financed with only $4,000,000,000
derived from taxation, because with a tax bill no larger than this sufficient
economies will not be enforced upon the people of America, and without such
economies I see no way in which the great financial operations of the Gov-
ernment can be safely conducted.

On the basis of the present revenue laws we should have to raise in the fiscal
year 1919 $20,000,000,000 by the sale of Liberty bonds or by loans of one sort
or another. I believe that if we are to preserve the soundness and stability of
our financial structure we should raise by taxation not less than ‘one-third of
the estimated expenditures for the fiscal year 1919, or $8,000,000,000.

There are also certain general considerations bearing upon the problem of
taxation which I hope I may be permitted to bring to your attention.

The existing excess-profits tax does not always reach war profits. The rates
of excess-profits taxation are graduated, and the maximum is 60 per cent. Ip
Great Britain there is a flat rate of 80 per cent on all war profits. The Gov-
ernment departments, under great pressure as they are to get necessary war
materials and supplies with the utmost expedition, can not in the nature of
things fix their prices nor guard their contracts in such & way as to avoid
the possibility of profiteering. The one sure way is to tax away the excessive
profits when they have been realized. I do not say this in a spirit of criticism
of the corporations or business men of the country, who have for the most part
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loyally supported the Government. In entering into war contracts they take
grave risks. They are called upon to make yast expenditures of capital for
purposes which may prove unproductive after the war. They are not to be
blamed in these circumstances for asking for prices and terms which cover
‘these risks. On the other hand, when the risk has been liquidated by proper
allowances and the contract has proved profitable the Government should take
back in taxes all profits above a reasonable reward. Under existing law that
does not happen, because the tax rates are not high enough and can not safely be
made high enough, since the test now is not how much of the profits are due
to the war, but what relation the profits bear to the capital invested. A com-
pany with a swollen capital and huge war profits escapes.

Of course, no one objects to reasonable profits; on the contrary, everyone
should want—and, I am sure, does want—business and enterprise to be re-
warded with reasonable or even liberal profits. Prosperity should be pre-

served, and can be preserved, I believe, on the basis of reasonable profits. The
problem of statesmanship is to establish a just relation between necessary taxa-r
tion and the earning power of the Nation.

This brings me to another consideration of great moment in the Government’s
financial ‘plans. I hope that it will not be_ necessary further to increase.the
interest rate on Government bonds. The number of subscribers to the three
Liberty loans aggregated 30,000,000. The people who subscribed are impatient
of those who have not. Various plans have been urged upon me for forcing the
people to buy Liberty bonds. The man of small means who buys a $100 bond
wants his neighbor to do so, too. There is a popular demand also for high taxes
upon war profits. There is also a popular demand that all the people should
contribute to financing the war. There should, therefore, be a substantial
increase in the normal income tax rate and a higher tax should be levied upon
so-called unearned than on earned incomes. Income derived from Liberty bonds
would be exempt from this taxation, and the relation between income from
Liberty bonds and income from other securities would be readjusted Wlthout
increasing the rate- of interest on leerty bonds. It would not tax the patriotic
purchasers of Liberty bonds on their holdings, but it would weigh heavily upon
the shirkers who have not bought them. It would make the return from Lib-
erty bonds compare favorably with the return from other securities. It would
give the Government’s bonds an essential and necessary advantage over those of
corporate borrowers, and would very greatly decrease the relative advantage
which State and municipal bonds now enjoy through the total exemption which
they carry. It would produce a gradual readjustment of the situation in the
investmert markets instead of an abrupt one, as would be the case if the interest
rate on Liberty bonds should be mcreased

A pormal tax falls upon all alike. Therefore, as I pomted out in my state-

" ment before the Ways and Means Committee last summer, there is not the same -
objection to the exemption from normal income taxes as there is to the exemption
from surtaxes. A substantial increase in the normal income tax is the soundest
and surest way of stabilizing the price of Government bonds. 1f we have to
increase the interest rate on Government bonds, the increased rate may continue
for 10-te 30 years and some of the bonds. which we have issued will go to great
premiums not long after the war is over. If we make the bonds at the present
rate more attractive by increasing the normal tax, then the decrease in taxation
which will follow the close of the war will automatically adjust the situation.
I believe that to stabilize the price of Government bonds by first increasing and
subsequently reducing the normal income taxes, from which the holders of these
bonds are exempt, is sound finance and sound economics.
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There is another feature deserving of consideration. We are asking the people
to finance this war, and we are offering them an investment paying 43 per cent
interest. The people have responded wonderfully to this appeal. In the last
Liberty loan campaign 17,000,000, approximately, subscribed. There is a wide-
spread feeling that many people who are able to do so, especially those who are
making vast profits out of the war, are not doing their part, either in the pur-
chase of Liberty bonds or in the payment of taxes—that they are investing in
corporate stocks and bonds producing high returns instead of in the bonds of.
their own Government producing reasonable returns, when the first duty of
patriotism and self-protection demands that they shall buy Government bonds
for the protection of the Nation in its hour of peril.

There is a natural feeling among the masses of the people that taxation
upon. incomes and upon war profits should be high enough to bring the return
from corporate investments more nearly on a -parity with the return from
Government bonds; that the Government sh\ould not be forced to compete for
credit with war industries, which are profiting abnormally and which, unless
restrained by the exercise of sound and just taxation, will constantly add to
the difficulties of the people of the United States in their effort to supply the
the Government at reasonable interest rates with the credit it needs to fight -
successfully this war for liberty.

If I may, without impropriety, offer a suggestion as to the proposed revenue
measure, I should recommend :

(1) That one-third of the cash expenditures to be made during the fiscal
year ending June 30, 1919, be provided by taxzation. According to my esti-
mates, this would involve raising $8,000,000,000 through taxation.

(2) That a real war-profits tax at a high rate be levied upon all war profits.
This tax should be superimposed upon the existing excess-profits tax in such
a way that the taxpayer should be required to pay whichever tax is the
greater. The existing excess-profits tax should be amended in certain 1mpor-
tant partlculars so as to remove inequalities.

(3) That there should be a substantial increase in the amount of normal
income tak upon so-called unearned incomens‘ Under existing law earned
incomes above certain exemptions are taxed 4 per cent as an income tax and
8 per cent as an excess-profits tax, making a total of 12 per cent, while un-
earned incomes, derived from securities, etc.,, are taxed only 4 per cent. The
8 per cent tax should be recognized as an income tax, and the rate of 12 per
cent (4 per cent normal and 8 per cent excess profits) should be retained in
respect to earned incomes, while a higher rate than 12 per cent should be
imposed on unearned incomes.

(4) That heavy taxation be imposed upon all luxuries.

Sincerely yours, v
: W. G. McApoo.
Hon. CLavupe KITCHIN, :

Chairman Ways and Means Committee,
: House of Representatives.

86429°—¥1 1918——4
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[Inclosure accompanying letter of Jume 5, 1918.]

Statement showing classified disbursements, by months, from Maich, 1917, to
May, 1918, as published in daily Treasury stalements.

Ordinary. Foreign loans. | Other special. Total.
Mareh, 1017, ... ... ...l $72,773,903.20 {. .. .....o....... $27,176,896. 12 299, 950, 799. 32
April, 1917. 81, 599, 598. 22 | '$200, 000, 000. 00 8 ?94 354.78 289 893 953.00
May, 1917. . 114,102, 309. 68 -407 500 000.00 | 4, 962 746.28 526 565 555. 96

June, 1917, 00021 1TIIIIIIITIIINT 134,304,040.35 | 277,500,000.00 | 919,445.78 | 412,723,486.13
402,780,351.45 | 885,000, 000.00 | 41,353,442.96 | 1,329,133,794. 41

208, 299,031.05 | 452,500,000.00 | 1,511,814.92 | 662,310,845.97
277,438,000.64 | 475,000,000.00 | 2,019,363.50 | 757,457, 364.14
349,013,305.34 | 396,000,000,00 | 1,364,980.35 | 746,378, 285,69
462,045,359.94 | 480,700,000.00 | 1,623,392.58 | 944,368, 752.52
512,952, 035.17 | 471,929,750.00 | 1,200,022.36 | 986,081, 807,53

July, 1917. ...
August, 1917. .
September 191
Qctober, 1917.
November, 1917.

.- 3 , U1,
December, 1917...................... 611,297, 425. 62 492, 000, 000.00 | - 1 914 433.70 | 1,105,211, 859. 32
January, toig. ..l lIlIIIIIIIIIIII 715,302,039.83 | 370,200, 000. 00 4 854 005. 86 | 1,090,356, 045. 69
February, 1918................ ... ... 675,209, 068.43 | 325,000, 000.00 12 477 917.31 | 1,012,686,985.74
March, 1918. ... ...l 819,955, 367.26 317 500 000.00 18, 338, 441.98 | 1,155,793,809. 24
April, 1018, cens -...| 910,756,758.95 287 500 000.00 | 17,031,020.28 | 1,215,287,779.23
May, Neis. .l 1, 068 203 026.82 424 000 000.00 | 15,992, 206. 83 l 508, 195 233.65

. 6,610,471, 419.05 |4,495,329,750.00 | 78,327,599.67 (11,184,128,768.72

Total Mar. 1, 1917, to May 31, . ’
191 8 .......................... 7,013, 251,770. 50 (5,380, 329,750.00 |119, 681, 042. 63 12,513, 262, 563. 13

."The signing of an armistice in November, 1918, with the conse-
quent prospect of peace, however, materially changed the situation
as to the probable needs of the Government. The problem was
promptly reviewed in the light of developments, with the result that
it was believed that the tax bill for the year 1919 could be reduced
from $8,000,000,000 to $6,000,000,000, and that for the year 1920 the
bill should prov1de for taxes of not less than $4,000,000,000. The
situation was presented to the members of the Committee on Finance
of the Senate, before whom the revenue bill was then pending, in the
following letter, dated November 14, 1918, addressed to the chairman

of that committee:
WasHINGTON, D. C., November 14, 1918.

My Dear SENATOR: The collapse of our enemies necessitates instant recon-
sideration of the financial problems before the Government, the most immediate
of which is that presented by the new revenue bill now before the Finance
Committee of the Senate. The prompt enactment of a revenue bill is impera-
tive. The existing law is not satisfactory to the country gor to the Treasury.
On the other hand, the revenue bill which passed the House is more stringent
than the changed situation will justify.

In June, in preparing for a long war and an increasing military program,
I estimated the expenditures for the fiscal year ending June 30, 1919, at
$24,000,000,000. The expenditures for the first four months of the fiscal year
1919—that is, for the months of July, August, September, and October—
aggregated, according to the Treasury Daily Statement, $6,635,922,423.72, or
within $365,000,000 of the amount which I anticipated for that period. The
saving was apparent rather than real, due to the fact that the improved
arrangements which the Treasury was able to make for meeting the require-
ments of the Army’s’ disbursing officers abroad released funds which had

" accumulated to their credit and made them available for current expenditures,
and also due to certain other adjustments. I have little doubt, therefore, that
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had the war continued, the expenditures would have reached the amount
estimated.

Now, however, there seems every reason to anticipate a large reduction in
the Government’s expenditures during the ‘balance of thefiscal year. How
great that reduction will be it is impossible at the moment.to estimate. Exist-

" Ing contracts will, no doubt, be liquidated to a considerable extent. That
process of liquidation might actually result for a time in acceleration of
demands upon the Treasury rather than retardation. The pay of the.Army
and Navy and thé expenditures in salaries and wages of the war establish-
‘ments must continue without material change for months to come. It seems
reasonable to, suppose that the decrease in the Government’s expenditures can
not be at a very rapid rate, if a wise policy of readjustment and transfer of
activities from a war to a peace basis is followed.

The United States will be the fortunate possessor of foodstuffs raw ma-
terials, and manufactured products of which Europe and the rest of the world
are in dire need. Not all of the Allies can fully pay us in gold, for some have
little and others none to spare; nor in commodities during the period of recon-
struction, for some of them will not so soon be able to resume normal activities:
and the United States must be prepared to continue, therefore, to enable the
Governments of the Allies, or some of them, to make purchases on credit. I
shall promptly ask the Congress for authority to continue to establish such
credits and make loans within reasonable limits to these Governments for
purposes growing out of the war.

It is of the utmost importance that such foreign loans should be held down
to a minimum, and as soon as may be discontinued, and that every reasonable
argument should be pressed upon the Governments of the Allies to prepare
themselves and their people to make payment for their exports from the

- United States by imports into the United States; that is, in effect, to make cash
payment instead of payment by credit. For the, period of reconstruction,
however, some of the Allies must have working capital in the form of credits
to enable them to pay for the imports without which they can not place them-
selves and their industries on a peace basis. This is not only the policy which
is actuated by a proper desire to be helpful to the Governments which, with us,
have borne the burden of the war, and to their peoples, but is also the policy
of enlightened selfishness. It is to be apprehended that the sudden cessation -
of the extraordinary demands upon our industry and products, consequent
upon the conclusion of the war, may result in sudden reduction of prices and
wages, and even in unemployment, if we are not prepared to continue to sell
on credit to the extent that may be necessary.

These considerations lead me to believe that the Government’s expenditures
during the fiscal year ending June 30, 1919, may be in the neighborhood of
$18,000,000,000.

I am inclined to recommend a substantial reduction in ‘the amount sought
to be raised by the House bill. Changes have beerf made or are in contempla-
tion by the Senate which, taken together with the anticipated elimination of
revenue from liquor t:'axes, would reduce the amount to be raised by the pending
revenue bill from the $8,000,000,000 or more provided for in the House bill, and
originally suggested by me, to some $6 300,000,000. Further changes may, I
think, with safety be made in the bill, with a view to reducing the amount of
taxation to $6,000,000,000, which may be paid in installments during the-cal-
endar year 1919. The excess-profits tax rates applicable to the calendar year
1918 should not be greater than those provided for in the existing law of Octo-
ber, 1917, and should be payable only in those cases where such excess-profits
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tax would yleld a larger return than the proposed war-profits tax The 80 per
cent war-profits tax applicable to the calendar year 1918 should be retained.
Contracts have been made during past months in the expectation of a heavy
war-profits tax. Everyone is agreed that war profits should be taxed. They
must be taxed now.

It is time to look ahead to the future of American business and industry. Our
tax measures should be so devised as to encourage and stimu.ate rather than
to burden and repress them. I therefore recommend the immediate eamendment
of the pending bill so as to provide that, with the collection of the taxes levied
upon war and excess profits for the calendar year 1918, and payablé in the year'
1919, the war and excess-profits taxes shall come to an end, except in so far as
may be necessary to subject to these taxes profits which, though arising from
contracts entered into during the war period, would, under existing regulations,
technically be profits of 1919 and not profits of 1918. I can think of nothing
which would do more to encourage industry and enterprise than this measure,
carrying with it, as it would, the assurance that with the cessation of war
there will come cessation of taxes on so-called war profits and war excess
profits.

It seems wise to provide, with the elimination for the calendar year 1919 of
the war and excess-profits taxes, for a sufficient revenue from corporation and
individual income taxes applicable to the calendar year 1919 to make the total
revenue payable during the calendar year 1920 not less than $4,000,000,000. It
is impossible at this time to make a forecast of the aggregate amount which
the war debt will have reached by the time war contracts have been liquidated
and the reduction of our military forces to a peace basis has been completed.
What will be the Government’s necessities when the period of readjustment is
past and the country has fully reached a peace basis can not now be foretold;
but having regard to the interest on the then public debt in excess of the
interest to be received from obligations of foreign Governments, the necessity
of providing from taxes for the gradual retirement of the war debt, and the_
certain permanent increase in the expendltures of the Government over, pre-
war expenditures, the figure of $4,000,000,000 suggested seems a very mod-
erate one, )

In connection with the revision downward of the pending revenue bill, I can
not too strongly urge upon you the necessity, so far as the war and excess-
profits tax is concerned, of providing necessary safeguards in the form of
adequate provisions for amortization, conservative valuation of inventories,
and the ascertainment of the minimum income which shall be exempted from -
the tax on lines which will insure the taxpayer from injustice and avoidable
injury. Nor can I overemphasize the importance of determining now the basis
of taxation which will apply to the calendar year 1919 as well as to the calendar
year 1918. Business and industry and individual initiative and enterprise are
entitled to know in-advance the basis of taxation upon which all the activities
of the Nation must be conducted. Prosperity can not be maintained if business
is kept in uncertainty as to taxation. It is always unfortunate to be compelled
to enact a tax bill at the end of the calendar year, with retroactive effect,
instead of in advance of the calendar year, which would permit contracts and
business arrangements generally to be entered into with certainty as to the
burden of taxation to be borne. This is a gross injustice to business and to all
forms of enterprise. It is costly also to the people at large, as they are re-
quired to pay higher prices for their necessities, because producers, in order to
be on the safe side, fix prices on the assumption that taxes may be higher than
they subsequently turn out to be. Definiteness and certainty as to the basis of
taxation should be given in the pending bill, not alone as-to the calendar year
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1918 but as to the calendar year 1919. This will enable business and entelpnse
to proceed with confidence and courage.

Being reasonably assured of a decreasing rather than an increasing scale
of expenditure, the Treasury could look forward with composure to the neces-
sity of temporary borrowing against the expected revenue, in addition to such
borrowing as may be necessary to meet the excess of current expenditures over
revenue. This gives an opportunity in connection with the pending bill to take
measures which lieretofore have been impossible because of the increasing
scale of expenditures, although inherently very desirable, for the spreading of
the payments of income and profits taxes over the entire calendar year instead
of requiring them to be made in the first six months, and I suggest that these
taxes be made payable in four equal installments, say, March 15, June 15,
September 15, and December 15. This will give great additional relief to tax-
‘payers during the period of readjustment now before us and will initiate .a
policy which should be to the permanent advantage of the Government. For
many years to come the Government’s expenditure for interest and other pur-
poses will be vastly increased, and that expenditure will be spread over the
whole year. It is of the utmost importance that the Government should be .
in receipt of revenues through the calendar year about evenly proportloned
so that it will not be under the necessn:y of accumulating balances beforehand
or borrowing against anticipated revenue receipts when we reach agaln a
peace basis..

To summarize, I venture to recommend :

(1) That the pending revenue bill be revised with a view to yielding $6, 000,-
000,000, payable during the calendar year 1919, and not less than $4,000,000,000
during the calendar year 1920.

(2) That income and profits taxes be payable in four equal quarterly install-
ments, beginning March 15 in each year.

(3) That the excess-profits tax rates in respect to taxes payable in the year
1919 be not higher than those in the existing law, )

(4) The amelioration of the provisions with reference to the determination of
war and excess-proflts taxes in respect to the revenue payable in the year 1919
and the elimination of those taxes in respect to revenue payable in 1920, except
with respect to profits on contracts negotiated during the war period.

(5) That to compensate for any reduction of revenue beyond the desired
amounts above indicated, there should be an increase in the corporation and
individual income tax levies.

I am sending a copy of this letter to Mr. Kltchm chairman of the Ways and
Means Committee. .

Cordially yours,
: , W. G. McAbpoo.
Hon. F, M. SIMMONS, i
Chairmaen Committee on Finance,
United Stetes Senate.

As a result of the experience gained during the fiscal year 1918.it
is believed that the organization and methods now established in the
Internal Revenue Service are capable of the expansion and adapta-
tion which will be required to administer effectively the legislation
that is now proposed. But such expansion and adaptation can not
be achieved overmght They require time as well as larger appro-
priations for administration. The revenue act of 1917, designed to
produce about three billions and a half, was approved October 3,
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1917, and could not be put into effect promptly on March 1, 1918,
when the returns from taxpayers were normally due. The revenue
bill of 1918, designed to raise a much larger sum, has not yet been
passed at the date of writing this report. Whether such a law—
probably the largest revenue measure ever introduced—can be satis-
factorily and effectively administered in the year 1919 depends in
large part upon the promptness with which it is enacted into law.

Glycerin discovery.

The chemical laboratory of the Bureau of Internal Revenue dis-
covered and developed during the year a process of producing
glycerin synthetically by fermentation of sugar. This was a very
important achievement and afforded the assurance that there would
be no shortage in the supply of glycerin for the purposes of the war.

During the spring of 1917 information reached the Government
that glycerin was being produced in large quantities in Germany
by a.fermenting process, and that by this means the Germans were
able to produce supplies of glycerin ample for their war purposes,
despite the tremendous diminution in available supplies of fats,
from which glycerin is ordinarily recovered. The chemists at-
tached to the laboratory of the Bureau of Internal Revenue were
authorized to investigate the problem and undertake its solution.

Affer three months of experimental work in the laboratory the
chemists reported discovery of a synthetic process by which glycerin
could be produced in needed quantities, but that the cost of quantity
production could not be determined from the small-scale operations
to which the laboratory was necessarily restricted. In order to de-
termine whether the process could be made commercially profitable,
the bureau’s experiments were extended to a large industrial chemical
plant. By February, 1918, the process had been tried on a scale
sufficiently large to demonstrate both its effectiveness in producing
glycerin and the feasibility of its commercial exploitation. De-
‘tailed reports describing the process were made by the chemists and
these have been made available to the Governments associated with
the United States in the war and to such manufacturers in the
United States as have expressed interest in it or purpose to undertake
the commercial exploitation of the process.

THE FEDERAL RESERVE SYSTEM.

During the past year the Federal Reserve System has.continued to
render important service to the Government and to the banks. It
is difficult to see how, without the facilities and coordination afforded
by this system, it would have been possible for the country to have
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adapted itself,to the changes necessarily incident to the transition
from a peace basis to a war basis.

Between October 26, 1917, and October 25, 1918, the total of dis-
counted bills held by the Federal reserve banks has grown from
$397,094,000 to $1,546,164,000. Of the latter total $1,092,417,000 is
represented by paper secured by Liberty bonds and Treasury certifi-
cates. During the year the reserve banks also incredsed largely their
open-market operations, as may be seen from the growth of their
holdings of bills bought in the open market from $177,950,000 on
October 26, 1917, to $298,623,000 on the corresponding date of the
present year. The total resources increased from $2,528,365,000 to
$5,270,785,000, of which $2,045,132,000 consists of gold, the gold
holdings of the Federal Reserve System between October 26, 1917,
and October 25, 1918, having increased by $541,696,000, and the
system at present holding about two-thirds of the stock of gold known

* to exist in the country.

The effect of the enormous Government loan operations on the
condition of the banks is best shown by the course during the past
year of their loans and discounts, their holdings of Government
securities, and their demand deposits. For the national banks
changes in these three items during the period from June 20, 1917,
to August 31, 1918, were as follows:

Loansand | Government{ Demand

discounts.! | securities.} deposits.t
June 20, 1017, . oottt ettt aaaaaas 8,818,312 1,076,256 7,431,029
Sept. 11, 1917 9,055,248 1,158,982 7,679,370
Nov. 20, 1917 9, 535, 527 2,354,183 8,056, 948
Dec. 31, 1917 9,390, 836 1,624, 529 8,438,395
Mar.4, 1018, ... 010000 9,139,225 2,120, 649 8,084, 1
May 10,1918 ... 0000 9,260,041 2,657,523 8,004,686
June29,1918............. 9,620, 402 2,116,785 7,838,150
Aug. 31, 1918 9, 493, 666 2,455,426 8,095,749

! In thousands of dollars.

It is notable that the condition of the national banks on Novem-
_ ber 20, 1917, and August 31, 1918, as indicated by the above tabu-
lation, shows but little change; loans and discounts totaling 9.5
billions, demand deposits slightly over 8 billions, and Government
securities held about 2.4 billions. Between the last-named date and
October 18, 1918, the eve of the consummation of the fourth Liberty
loan, according to partial information available, the banks nearly
doubled their holdings of certificates, while maintaining at about the
same level their holdings of Liberty bonds and slightly increasing
their loans secured by United States war obligations.

The gold held by Federal reserve banks and Federal reserve agents,
which amounted, in 1916, to $674,108,000, in November, 1917, had
reached the total of $1,584,328,000, and amounted on November 1,
1918, to $2,052,229,000.

>
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The Federal reserve system has permitted the enormous transac-
tions connected with the financing of the war to be carried through
without shock or disturbance and its services -will not be less im-
portant to the Government and to the Nation in facilitating the
readjustment from a war basis to a peace basis and to assist and
foster thereafter the development of agriculture, industry, and com-
merce under normal peace conditions.

To facilitate the business of the Treasury the Fedelal Reserve
Bank of New York during the year opened accounts with the Bank
of Sweden (Sveriges Riksbank), the Bank of Norway (Norges
Bank), and the Bank of Holland (De Nederlandsche Bank). -

The operations of the Federal Reserve Board in connection with
the question of foreign exchange are discussed elsewhere in this
report under the heading of “ Foreign exchange.” -

Amendments to the Federal reserve act.

By an act approved September 26, 1918, the Federal reserve act
was amended in various particulars. The manner of electing Class A
and Class B directors was changed.; the act was amended in order to -
put national banks in the same position as the banks and trust com-
panies of the State in which they are located in regard to the exercise
of trustee powers; Federal reserve notes were authorized to be issued
in denominations higher than $100; the power was vested in the
Federal Reserve Board to reduce, in their discretion, the reserve
requirements of banks in outlymg sections of reserve and central
reserve cities.

‘Minor amendments were also passed dealing with transactions
between member banks and their officers and directors and amend-
ing certain of the penalty provisions of the act; the provisions lim-
iting loans. were likewise amended in certain respects where such
loans were secured by Liberty bonds.

WAR FINANCE CORPORATION,

The War Finance Corporation act (Exhibit 45) was passed to
create an instrumentality to supply essential credits to the war indus-
tries of the country. When this legislation was under consideration
it was feared that the Government’s enormous borrowings might
absorb so large a proportion of the available funds of the country
as to leave even the Nation’s essential industries without the neces-
sary financial resources to adjust their production to the increased
demands of the war. The scheme of the act was that the corporatlon
should extend financial assistance to these industries prlmarlly n-

* directly through the banks of the country and only in “exceptional
cases” directly to the war industries themselves. The banks did
not, however, avail themselves to any great extent of the resources
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SECRETARY OF THE TREASURY. 57

thus prov1ded No doubt this was due in part to the admirable
way in which the Federal Reserve System met the increased de-
mands upon its reSources resulting from the' war; but however
that may be, the War Finance Corporatlon has undoubtedly pro-
vided additional resources in case of need, the mere existence of
which has had a steadying and highly beneﬁcial effect upon the
financial condition of the country, and in those “exceptional cases,”
where the war industries were unable to obtain the necessary funds
through the ordinary banking channels or from the general public,
the corporation has afforded the necessary relief.

When the corporation was orgamzed it was feared that there
might be demands upon the savings banks of the country which.
could not be met without the sale in an unfavorable market of high-
class railroad and industrial bonds or other securities owned by
these institutions. In that case not only would these institutions
themselves have sustained great losses but the general effect on the '
value of these high-grade investment securities might have been very
serious. The corporation was therefore authorized to make loans to
these institutions and thus protect the savings of the people. The
means of relief having been provided, the anticipated necessity of
resort by these institutions to the corporation to a large extent
promptly disappeared. In the meanwhile the market for this class
of securities has improved.

The creation of the corporatlon illustrates a common phenomenon, .
namely, that to afford financial relief it is frequently not money
which is needed but the assurance that money may be had should it
be wanted. Not only from what the corporation has actually done,
but perhaps even more by the dssurance which it has afforded of
relief in case of need, there is no doubt that the corporation, in the
circumstances of the financial situation arising out.of war, hasamply
justified its existence. It involved an entirely new departure in the
financial operations of the Government, and the experiment has
proved successful. The Government has effected loans of a magnitude
heretofore undreamed of, and, though it has absorbed a steadily in-
creasing proportion of the Nation’s available funds, industry has not
been starved. The War Finance Corporation has proved itself an
effective instrumentality by which, in part at least, this great result
“has been accomplished.

Directors of the corporation, nominated by the President and con-
firmed by the Senate, took the oath of office on May 17, 1918, the
Board being constituted as follows:

W. G. McAdoo, chairman.

W. P. G. Harding, of Alabama, for two years.
Clifford M. Leonard, of Illinois, for two years.
Eugene Meyer, jr., of New York, for four years.
Angus W. McLean, of North Carolina, for foiir years,
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~On May 20, 1918, the authority required by statute to-commence
business was received from the President and an organization was
effected through the election of W. P. G. Harding as managing direc-
tor and Sherman Allen as treasurer and secretary pro tempore.

Up to October 31, 1918, applications for aid aggregating $323,329,-
232.22 have been received by the corporation. This figure includes
only ‘such applications as have been formally brought before the
board of directors; it does not include a large number of preliminary
inquiries regarding contemplated applications for advances, aggre-
gating a large amount, which were considered and acted upon by the
board without ever being formally presented.

- From a statement of the corporation for October 31, 1918, given
below, it appears that the total advances made by the corporation
aggregated $67,716,342.49: ‘

Statement of the War Finance Corporation, October 31, 1918.

ASSETS. '

Due from depositaries:
Treasurer of the United States.__._.__.___ $17, 749. 537. 13
Federal reserve bank, New York, N. Y_____ 9, 120, 224.98
Federal reserve bank, St. Louis, Mo_____.._ 32, 000. 00
$26, 901, 762. 11
Advanced under the provisions of the act:

Section 7, paragraph No. 1. . _.___ 896, 542. 49
Section 7, paragraph No. 2. _________ __._ 1, 530, 600. 00
Section 8 550, 000. 00
‘Section 9 e 64,739, 200. 00

67, 716, 342. 49
29, 863, 747. 60

~ Total amount advanced _________________
Less repayments . . _—

Total advances outstanding
United States bonds

S .37, 852, 594. 89
78, 400, 634. 00

United States bonds purchased, not yet delivered_______________ 2,785, 650. 93
Due from_cattle loan agencies e . 9,463. 51
Accrued interest on obligations when purchased___.__..___ S 400, 862. 38 .
Accrued interest receivable e e e 814, 532. 06
Expense account “ reimbursable ” R 113. 24
Furniture and equipment J— - 7,404. 73

142,173, 017. 85

Totgl . —
LIABILITIES. .
Capital paid in (authorized, $500,000,000) $140, 000, 000. 00
Gross earnings $2, 228, 333. 49 .
Less administrative expenses:
_ Salaries $50, 354. 06
Printing and stationery____.__ 2, 455. 68
Supplies . 81.33
Travel : 1,189.75
Sundry - 4, 645. 81 . )
. —— ' 58, 726. 63 .
Net earnings_ e 2,169, 606. 86
Interest collected but not earned 3, 410. 99

Total 142, 173, 017. 85
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The number of applications from public-utility companies for di-
rect advances under the “exceptional-cases” clause received shortly
after the corporation was organized was so large that the corporation
issued a statement of its position as to this class of applicmnts This
statement, which was pubhshed on May 27, 1918, is agtached as
Exhibit 46. :

Next to the public utilities, the lumber and coal mmmg industries
have been most largely represented among those asking assistance
from the corporation. Applications were also received from manu-
facturers and producers of various articles and commodities, and’
from persons engaged in the cultivation of land and stock raising.

When the corporation was organized 86 applications had already
been received, of which 37 were from public-utility companies for
amounts totaling $185,000,000, of which approximately $136,000,000
was for refunding, etc., and $49 000,000 for improvements, extensions,
and new constructions. Forty-nine of the pendmg applications were
for miscellaneous activities aggregating in round figures $8,500,000.
Only three of those applications were from savings banks and loan
associations under section 8.of the act. :

Not all of the advances made by the corporatlon have been -for
large sums. Applications for small advances have received the same
attention as those for large amounts. In cases where advances could
not be made the directors and officers of the corporation Have at all
times given their time freely for the purpose of examining the needs
of applicants and have endeavored to give advice and suggestions of
a helpful character. In many instances these conferences have re-
sulted in accomplishing the purpose sought. There has been hearty

_cooperation between the corporation and other departments of the
Government in Washington.

Under the provisions of the act by which the corporation was cre-
ated, Federal reserve banks are permitted to act as its fiscal agents.
This privilege has been of great assistance, and the corporation has
received valuable cooperation from the 12 Federal reserve banks.
These banks have made and received payments on behalf of the cor-
poration, and also in many cases acted as custodians for collateral
taken against advances made. Where necessary, for the convenience
of the borrower, national or State banks have been appointed to act.

The assistance rendered by the corporation to farmers and cattle-
men and in financing the movement of crops is covered elsewhere in
this report under the heading “ Assistance to farmers.”
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60 . REPORT ON THE  FINANCES.
CAPITAL ISSUES COMMITTEE.

- In the annual report of the Secretary of the Treasury for the
fiscal year 1917 reference was made to the importance of avoiding
unnecessary capital expenditures during the period of the war in
both public and\private enterprises. A number of corporation execu-
tives, bankers, and municipal officers, inspired by the idea that they
should do nothing which would in any way hinder the efforts of. the.
United States in the prosecution of the war, submitted to the Secre-
tary plans for controlling new enterprises and new issues of se-
curities. :

In view of this evident disposition of cooperation, the Secretary,

~ pending action by the Congress, requested the Federal Reserve Board
in January, 1918, to pass upon such proposals for new security issues
involving the expenditure of capital as might be referred to it by the
Treasury or otherwise submitted to it and to advise whether or not
such issues should be made. The board consented to undertake this
respons1ble work. Corporatlons and bankers were urged, before mak-
ing contracts 1equ1r1ng the use of labor and material or before plac-
ing new security issues or agreeing to purchase new security- issues,
to confer with the Federal Reserve Board in order that it might de-
termine whether the particular undertaking then contemplated was
necessary for the public health and welfare or ¢ontributed directly’
or indirectly toward the winning of the war.

It was not only a question of the conservation of capital but of
material and labor. It was realized that private enterprises or im--
provements which in peace times might be entirely proper should,
during the period of the war, be considered in connection with the
great governmental problems arising out of the military necessities.

To carry on this work, the Federal Reserve Board created a Capital
Issues Committee, which passed upon cases voluntarily submitted to
it. Allen B. Forbes, Henry C. Flower, and Frederick H. Goff were
appointed as an advisory committee and served voluntarily in co-
operation with the Capital Issues Committee of the Federal Reserve
Board, consisting of Paul M. Warburg, as chairman, F. A. Delano
and C. S: Hamlin. »

In order to give this plan the sanction of law, and as a necessary,
corollary to the provision for the extension of credits by the War
Finance Corporation, a Capital Issues Committee was created by -
Title II of the War Finance Corporation act, the committee con-
sisting of seven members appointed by the President by and with the
advice and consent of the Senate. The committee was composed of
the following: C. S. Hamlin, as chairman, J. S. Williams and F. A.
Delano, all of whom were members of the Federal Reserve Board,.
and Henry C. Flower, Frederick H. Goff, John S. Drum, and Jarmes
B. Brown.
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The Secretary of the Treasury recommended to the Congress that
this Capital Issues Committee provided for in the War Finance
Corporation act be given ample powers of,investigation as to pro-
posed new security issues, and also power to prohibit the sale of such
securities as might be determined not to be compatible with the public
interest. The legislation suggested by the Secretary therefore pro-
vided penalties for the sale of any such securities without first obtain-
ing the approval of the committee. During the progress of the bill
through Congress, however, the power of the committee, through these
penal provisions, to compel compliance with its determinations was
eliminated. While the committee was given power to investigate pro-
posed sales of securities and to determine whether or not such sales

- were compatible with the public interest, no penalties were prescribed

for failure to submit to the committee proposed new security issues.
In carrying on its work the committee has therefore been forced to
rely upon the patriotism of persons proposing to issue securities to
submit such issues to the committee, and also upon what moral
pressure the committee could bring to bear to induce the submission
to it of proposed security issues and to compel compliance with its
determinations. This, unfortunately, has had the result that while
the committee has been able to exercise a beneficial and effective con-
trol over the patriotic citizen who has voluntarily come before the
committee and has abided by its determination, it has been powerless
to deal with the thoughtless, unpatriotic, or unscrupulous citizen who
has seen fit to pursue unhampered his own course regardless of the
interests of his country.

Unquestionably, however, even in spite of this handicap, the com-
mittee has been able to do an effective and helpful work in conserving
the resources of the country and in directing them into channels
where they would be most helpful toward the winning of the war. It
had examined nearly 2,000 applications from May 17, the date of its
organization, down to October 21,1918, and these applications covered
proposed security issues aggregating approximately $2,350,000,000.
These figures indicate the magnitude of the work. About 20 per
cent of these applications were disapproved, and these were mostly
of a character involving new extensions which would not be contribu-
tory to the winning of the war. The prevention of approximately
$450,000,000 of unnecessary issues which could be postponed was an
important contribution to the conservation of the Nation’s resources.

The following table further illustrates the work of this committee:
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62 REPORT ON THE FINANCES.

Recamtulatwn of work of the Capital Issues Committee for the period May 17
: to Oct. 21, 1918, inclusive.

Q.
Amount passed, classified by purposes.
ion | boret
Classification |P®ZOf Tota] ap- Total dis-
e ap- Censtruc-
of applications. | i, | plied for. | 35/ arid | Working | Refund- Exchange Total | aPProved.
tions. equip- capital. ing. T ete. passed.
ment.

i
| Statesand sub- : ' ) ,
l - divisions..... 362} $147,198,000:$58, 653,000|.......... 329, 734,000] 85,384,000] $93,771 0001&13 427,000

, ‘Public utilities.| 227 649 843 000 152 651 000{($5, 387, 000 207 427 000263, 759, 000| 629 224 000] 20, 619 000
Manufacturing.| 568 861 268 000 79 900 000 56 794 000 187 609 000|412, 114, 000| 736 417 000, 124 851 000
Development..; 469 341 883 000, 31 295 000] 6 791 000 35 543 000( 78,101,000; 151, 730 000, 190 155 000

Commercialand
financial ... .. 367| 346,232,000] 12, 412,000[29,076,000] 49,236,000[181, 789,000] 272,513,000 73,719,000
Charitable and .
. miscellaneous 3 450, 000 325,000[.......... 105,000|........... 430, 000 20,000
Total..... 1, 996|2, 346, 878, 000335, 236, 00098, 048, 000|509, 654, 000,941, 147, 000|1, 884,085, 000;462, 791, 000
- - Kl
SUMMARY.
Amount. |Per cent.
Total applied fOr.. ..ottt iiiiiiisaniannnnes ceeee..:.[82,346,876,000 100
Amount passed involving use of labor and m