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from the sale or other disposition of Treasury bills does not have any special
treatment, as such, under the Internal Revenue Code of 1954. The bills are subject
to estate, inheritance, glft or other excise taxes, whether Federal or State, but
are exempt from all taxation now or hereafter imposed on the principal or inferest
thereof by any State, or any of the possessions of the United States, or by any
local taxing authority. For purposes of taxation the amount of discount at which
Treasury bills are originally sold by the United States 1s considered to be interest.
Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code of 1954 the amount
of discount at which bills issued hereunder are sold is not considered to accrue
until such bills are sold, redeemed or otherwise disposed of, and such bills are ex-
cluded from consideration as capital assets. Accordingly, the owner of Treasury
bills (other than life insurance companies) issued hereunder need include in his
income tax return only the difference between the price paid for such bills, whether
on original issue or on subsequent purchase, and the amount actually received either
upon sale or redemption at maturity during the taxable year for which the return is
made, as ordinary gain or loss.

Treasury Department Circular No. 418, Revised, and this notice, prescribe the
terms of the Treasury bills and govern the conditions of their issue. Copies of

the circular may be obtained from any Federsl Reserve Bank or Branch.



fBanking institutions generally may submit
- 2 - |tenders for account of customers provided

the names of the customers are set forth
5 ,,__——wm-"“’””"ﬂ#//’4//ii' in such tenders.

ffézzgﬁals, e. g., 99.925. Fractions may not be used. It is urged that tenders be

made on the printed forms and forwarded in the special envelopes which will be
supplied by Federal Reserve Banks or Branches on application therefor.

\\\\75 Others than banking institutions will not be permitted to submit tenders ex-
cept for their own account. Tenders will be received without deposit from inﬁorpo-
rated banks and trust companies and from responsible and recognized dealers in invest-
ment securities. Tenders from others must be accompanied by payment of 2 percent of
the face amount of Treasury bills applied for, unless the tenders are accompanied by
an express guaranty of payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal Re-~
serve Banks and Branches, following which public announcement will be made by the
Treasury Department of the amount and price range of accepted bids. Those submit-
ting tenders will be advised of the acceptance or rejection thereof. The Secretary
of the Treasury expressly reserves the right to accept or reject any or all tenders,
in whole or in part, and his action in any such respect shall be final. Subject to

these reservations, noncompetitive tenders for $ 200,0000r less for the additional

bills dated Qctober 13, 1961 , (91 days remaining until maturity date on
bk

April 12, 1962 ) and noncompetitive tenders for $ 100,000 or less for the

182 -day bills without stated price from any one bidder will be accepted in full
at the average price (in three decimals) of accepted competitive bids for the respec-
tive issues. Settlement for accepted tenders in accordance with the bids must be

made or completed at the Federal Reserve Bank on January 11, 1962 , in cash or

other immediately available funds or in a like face amount of Treasury bills matur-

ing January 11, 1962 . Cash and exchange tenders will receive equal treatment.

Cash adjustments will be made for differences between the par value of maturing
bills accepted in exchange and the issue price of the new bills.
The income derived from Treasury bills, whether interest or gain from the sale

or other disposition of the bills, does not have anv exemption_ es such, and loss



TREASURY DEPARTMENT
Washington

FOR IMMEDIATE RELEASE, ¥XX00p(XKX January 2, 1962

TREASURY'S WEEKLY BILL OFFERING :
The Treasury Department, by this public notice, invites tenders for two series

of Treasury bills to the aggregate amount of $ 1,700,000,000 , or thereasbouts; for

e
cash and in exchange for Treasury bills maturing January 11, 1962 , in the amount

of $1,700,573,000 , as follows:
Hodgx

91 -day bills (to maturity date) to be issued Janua£¥ 11, 1962 s

in the amount of $1,100,000,000 , or thereabouts, represent-

KB
ing an additional amount of bills dated October 13, 1961 ,

and to mature April 12, 1962 , originally issued in the

Ko
amount of $ 600,142,000 , the additional and original bills
26
to be freely interchangeable.

182 =-day bills, for $600,000,000 , or thereabouts, to be dated

HHB&K
Janua,% 11: 1962 , and to mature __ guly 12 5352 .

The bills of both series will be issued on a discount basis under competitive

and noncompetitive bidding as hereinafter provided, aﬁd at maturity their face amount
will be paysble without interest. They will be issued in bearer form only, end in
denominations of $1,000, $5,000, $10,000, $100,000, $500,000 and $1,000,000 (maturity
value).

Tenders will be received at Federal Reserve Banks and Branches up to the closing
hour, one-thirty o'clock p.m., Eastern Standard time, Monday, January 8, 1962
Tenders will not be received at the Treasury Department, Washington. Each tender
must be for an even multiple of $1,000, and in the case of competitive tenders the

price offered must be expressed on the basis of 100, with not more than three



WASHINGTON, D.C.

2, 1962
FOR IMMEDIATE RELEASE January 2,

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders
for two series of Treasury bills to the aggregate amount of
$ 1,700,000,000,0r thereabouts, for cash and in exchange for
Treasury bills maturing January 11,1962, in the amount of
$1,700,573,000, as follows:

91-day bills (to maturity date) to be issued January 11, 1962,
in the amount of $1,100,000,000, or thereabouts, representing an
additional amount of bills dated October 13, 1961, and to
mature April 12, 1962, originally issued in the amount of
$600, 142,000, the additional and original bills to be freely
interchangeable.

182-day bills, for $600,000,000, or thereabouts, to be dated
January 11, 1962, and to mature July 12, 1962,

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

Tenders will be received at Federal Reserve Banks and Branches

up to the closing hour, one-thirty o'clock p.m., Eastern Standard
time, Monday, January 8, 1962, . Tenders will not be
received at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three decimals, e. g., 99.925. Fractions may not
be used. It 1s urged that tenders be made on the printed forms and
forwarded in fthe special envelopes which will be supplied by
Federal Reserve Banks or Branches on application therefor,

Banking lnstitutions generally may submit tenders for account. of
customers provided the names of the customers are set forth in such
tenders, Others than banking institutions will not be permitted to
submlt tenders except for their own account. Tenders will be recelved
without deposit from incorporated bagks and trust companies and from
responsible and recognized dealers in investment securities., Tenders
from others must be accompanied by payment of 2 percent of éhe face
amount of Treasury bills applied for, unless the tenders are

accompanied by an express guaranty of payment b
or trust company. y bayment by an incorporated bank
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Immediately after the closing hour, tenders will be opened at
the Federal Reserve Banks and Branches, following which public
announcement will be made by the Treasury Departmment of the amount
and price range of accepted bids. Those submitting tenders will be
advised of the acceptance or rejection thereof. The Secretary of
the Treasury expressly reserves the right to accept or reject any or
all tenders, in whole or in part, and his action in any such respect
shall be final, Subject to these reservatlons, noncompetitive
tenders for $200,000 or less for the additional bills dated
October 13, 1961, (91-days remaining until maturity date on
April 12, 1962) and noncompetitive tenders for $100,000
or less for the 182-day bills without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on January 11, 1962,
in cash or other immediately avallable funds or in a like face
amount of Treasury bills maturing January 11, 1962. Cash and
exchange tenders wlll receive equal treatment. Cash adjustments
will be made for differences between the par value of maturing
bills accepted in exchange and the issue price of the new bills.

The income derived from Treasury bllls, whether interest or
gain from the sale or other disposition of the bills, does not have
any exemption, as such, and loss from the sale or other disposition
of Treasury bills does not have any special treatment, as such,
under the Internal Revenue Code of 1954, The bills are subject to
estate, inheritance, gift or other excise taxes, whether Federal or
State, but are exempt from all taxation now or hereafter imposed on
the principal or interest thereof by any State, or any of the
possesslons of the United States, or by any local taxing authority.
For purposes of taxation the amount of discount at which Treasury
bills are origlnally sold by the United States is considered to be
interest. Under Sections 454 (b) and 1221 (5) of the Internal
Revenue Code of 1954 the amount of discount at which bills issued
hereunder are sold is not considered to accrue until such bills are
sold, redeemed or otherwlise disposed of, and such bills are excluded
from conslideration as capital assets. Accordingly, the owner of
Treasury bills (other than life insurance companies) ‘issued hereunder
need 1include in his income tax return only the difference between
the price paid for such bills, whether on original issue or on
subsequent purchase, and the amount actually received either upon
sale or redemption at maturity during the taxable year for which the
return 1s made, as ordinary gain or loss.

Treasury Department Circular No. 418, Revised, and this notice,
prescribe the terms of the Treasury bills and govern the conditions
of thelr issue. Copies of the circular may be obtained from any
Federal Reserve Bank or Branch.

o000



Jamuary 3, 1962
IMMEDIATE RELEASE

TREASURY TO RAISE §1-1/2 TO $1-3%/4 BIrLION
NEW CASH IN JANUARY

'&.Mﬁnmxnhmmmm,km?rs, 1962,
for §2 biliten, or theresbouts, of Treesury Bills to be dated
Japuery 15, 1962, snd to meture on Jammary 15, 1963. The proceeds of
these bills will be used %o pay off §1-1/2 billicn of ame-yesr Treasury’
Bills which come due on Jamuary 15, 1962, and to supply the Tresswry vith
$500 million of nev cash to meet in psrt its current casbh reguiresents,
The customery invitation for temders to these bills {s being issued
today.

In eddition to the $500 mililon of new cash to be raised im this
suctiom, the Tressury will anncuace duriag the lattar pert of next week
the sals fix cash of additional Treagury secwrities smounting to sbout
nnu-x]&wnm.

The cash to be barrowved in these opsrmtioms will, it Ls estimated,
in the sbsence of eny unforeseen developsents, meet the Treamuy's cash
requirements until the latter pext of March.

D~
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WASHINGTON, D.C.

; , 1962
FOR IMMEDIATE RELEASE - January 3, 19

TREASURY TO RAISE $1-1/2 TO $1-3/4 BILLION
NEW CASH IN JANUARY

The Treasury will receive tenders on Tuesdsy, January 9, 1962,
for $2 billion, or thereabouts, of Treasury Bills to be dated
Jenuary 15, 1962, and to mature on Janusry 15, 1963. The proceeds of
these bills will be used to pay off $1~1/2 billion of one-year Treasury
Bills which come due on January 15, 1962, and to supply the Treasury with
$500 million of new cash to meet in part 1ts cutrent cash requirements.
The customery invitation for tenders to these bills is being issued
today.

In addition to the $500 million of new cash to be raised in this
auction, the Treasury will announce during the latter part of next week
the sale for cash of additional Tregsury securities amounting to about
$1 to $1-1/b4 billion. |

The cash to be borrowed in these operations will, it is estimated,
in the absence of any unforeseen developments, meet the Treasury's cash

requirements until the latter part of Maxrche.

D-349
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are exempt from all taxation now or hereafter imposed on the principal or interest
thereof by any State, or any of the possessions of the United States, or by any
local taxing authority. Tor purposes of taxaticn the amount of discount at which
Treasury bills are originally sold by the United States is considered to be in-
terest. Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code of 1954
the amount of discount at which bills issued hereunder are sold is not considered
to accrue until such bills are sold, redeemed or otherwise disposed of, and such
bills are excluded from consideration as cepital assets. Accordingly, the owner
of Treasury bills (other than life insurance companies) issued hereunder need in-
clude in his income tax return only the diffTerence between the price paid for such
bills, whether on original issue or on subsequent purchase, and the amount actually
received either upon sale or redemption at maturity during the taxable year for
which the return is made, as ordinary gain or loss.

Treasury Department Circular No. 418 (current revision) and this notice, pre-
scribe the terms of the Treasury bills and govern the conditions of their issue.

Copies of the circular may be obtained from any Federal Reserve Bank or Branch.
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banking institutions will not be permitted to submit tenders except for their owm
account. Tenders wili be received without deposit from incorporated banks and

trust companies and from responsible and recognized dealers in investment securities.
Tenders from others must be accompanied by payment of 2 percent of the face amount
of Treasury bills applied for, unless the tenders are accompanied by an express
guaranty of payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal Re-
serve Banks and Branches, following which public announcement will be made by the
Treasury Depariment of the amount and price range of accepted bids. Those submit-
ting tenders will be advised of the acceptance or rejection thereof. The Secretary
of the Treasury expressly reserves the right to accept or reject any or all tenders,
in vhole or in part, and his action in any such respect shall be final. Subject
to these reservations, noncompetitive tenders for $ 400,000 or less without
stated price from any one bidder will be accepted in full at the average price (in
three decimals) of accepted competitive bids. Scttlement for accepted tenders in

accordance with the bids must be made or completed at the Federal Reserve Bank on

ences between the par velue of maturing bills accepted In exchange and the issue

price of the new bills. -

The ineceme derived from Treasury bills, whether interest or géin from the sale
or other digposition of the bills, does not have any exempticn, as such, and loss
Trom the sele or other dlsposition of Treasury bills does not have any specilal |
treatment, as such, under the Internal Revenue Code of 1954. The bills are subject

to estate, inheritence, gilt or other excise taxes, whether Tederal or State, but



TREASURY DEPARTMENT C Vi
Washington ;Eﬁékf% R I
FOR IMMEDIATE RELEASE,
Wednesday, January 3, 1962.,

TREASURY INCREASES ONE~YEAR BILLS
The Treasury Department, by this public notice, invites tenders for

$.2,000,000,000 , or thereabouts, of 365 -day Treasury bills, for cash and

in exchange for Treasury bills maturing __ January 15. 1962 , in the amount

of $ 1,501,672,000 , to be issued on a discount basis under competitive and

noncompetitive bidding as hereinafter provided. The bills of this series will be

dated January 15, 1982 ,'and will mature January 15, 1963 , vhen
the face amounﬁx§§?§ be payable without interest. They will be issued in bearer
form only, and in denominations of $1,000, $5,000, $10,000, $50,000, $100,000,
$500,000 and $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the

closing hour, one-thirty p.m., Eastern Standard time, Tuesday, January 9, 1962 .

Tenders will not be received at the Treasury Department, Washington. Bach tender
must be for an even multiple of $1,000, and in the case of competitive tenders the
price offered must be expressed on the basis of 100, with not more than three dec-
imals, e. g., 99.925. TFractions may not be used. (Notwithstanding the fact that
these bills will run for 365 days, the discount rate will be computed on a bank
discount basis of 360 days, as is currently the practice on all issues of Treasury
bills.) It is urged that tenders be made on the printed forms and forwarded in
the special envelopes which will be supplied by Federal Reserve Banks or Branches
on application therefor.

Banking institutions generally may submit tenders for account of customers

provided the names of the customers are set forth in such tenders. Others than

/\7w 34 U



WASHINGTON, D.C.
January 3, 1962

FOR IMMEDIATE RELEASE

TREASURY INCREASES ONE-YEAR BILLS

The Treasury Department, by this public notice, 1invites tenders
for $2,000,000,000, or thereabouts, of 365-day Treasury bills, for
cash and in exchange for Treasury bills maturing January 15, 1962, in
the amount of $1,501,672,000, to be issued on a discount basis under
competitive and noncompetitive bidding as herelnafter provided. The
bills of this series will be dated January 15, 1962, and will mature
January 15, 1963, when the face amount will be payable without
interest. They will be issued in bearer form only, and in
denominations of $1,000, $5,000, $10,000, $50,000, $100,000 $500,000
and $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and Branches
up to the closing hour, one-thirty p.m., Eastern Standard time,
Tuesday, January 9, 1962, Tenders will not be received at the
Treasury Department, Washington. Each tender must be for an even
multiple of $1,000, and in the case of competitive tenders the price
offered must be expressed on the basis of 100, with not more than
three decimals, e. g., 99.925. Fractions may not be used., (Not-
withstanding the fact that these bills will run for 365. days, the
discount rate will be computed on a bank discount basis of 360 days,
as is currently the practice on all issues of Treasury bills.) It
is urged that tenders be made on the printed forms and forwarded in
the special envelopes which will be supplied by Federal Reserve
Banks or Branches on application therefor.

Banking institutions generally may submit tenders for account of
customers provided the names of the customers are set forth in such
tenders. Others than banking institutions will not be permitted to
submit tenders except for thelr own account. Tenders will be
received without deposit from incorporated banks and trust companies
and from responsible and recognized dealers in investment securities.
Tenders from others must be accompanied by payment of 2 percent of
the face amount of Treasury bllls applied for, unless the tenders
are accompanied by an express guaranty of payment by an incorporated
bank or trust company.

Immedlately after the closing hour, tenders will be opened at
‘the Federal Reserve Banks and Branches, following which public
announcement will be made by the Treasury Department of the amount
and price range of accepted bids. Those submitting tenders will be
advised of the acceptance or rejection thereof. The Secretary of

D-350
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the Treasury expressly reserves the right to accept or reject any or
all tenders, in whole or in part, and his action in any such respect
shall be final. Subject to these reservations, noncompetitive
tenders for $400,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids. Settlement for accepted
tenders in accordance with the bids must be made or completed at
the Federal Reserve Bank on January 15, 1962, in cash or other
immediately available funds or in a like face amount of Treasury
bills maturing January 15, 1962. Cash and exchange’tenders will
receive equal treatment. Cash adjustments will be made for
differences between the par value of maturing bills accepted in
exchange and the issue price of the new bills.

The income derived from Treasury bills, whether interest or
gain from the sale or other disposition of the bills, does not have
any exemption, as such, and loss from the sale or other disposition
of Treasury bills does not have any special treatment, as such, under
the Internal Revenue Code of 1954, The bills are subject to estate,
inheritance, gift or other excise taxes, whether Federal or State,
but are exempt from all taxation now or hereafter imposed on the
principal or interest thereof by any State, or any of the
possessions of the United States, or by any local taxing authority.
For purposes of taxation the amount of discount at which Treasury
bills are originally sold by the United States is considered to be
interest. Under Sections 454 (b) and 1221 (5) of the Internal
Revenue Code of 1954 the amount of discount at which bills issued
hereunder are sold is not considered to accrue until such bills are
sold, redeemed or otherwise disposed of, and such bills are
excluded from consideration as capital assets. Accordingly, the
owner of Treasury bills (other than 1life insurance companies) 1ssued
hereunder need include in his income tax return only the difference
between the price paid for such bills, whether on original issue or
on subsequent purchase, and the amount actually received either upon
sale or redemption at maturity during the taxable year for which
the return 1s made, as ordinary gain or loss. '

Treasury Department Circular No. 418 (current revision) and
this notice, prescribe the terms of the Treasury bills and govern
the conditions of théir issue. Coples of the circular may be
obtained from any Federal Reserve Bank or Branch.

000



TREASURY DEPARTMENT

WASHINGTON, D.C.
January 3, 1961

FOR IMMEDIATE RELEASE

WITHHOLDING OF APPRAISEMENT ON
PORTLAND CEMENT

The Treasury Department is instructing customs field officers
to withhold appraisement on white portland cement from Japan pending
a determination as to whether this merchandise is being sold in the
United States at less than fair value. Notice to this effect is
being published in the Federal Register.

Under the Antidumping Act, determination of sales in the United
States at less than fair value would require reference of the case
to the Tariff Commission, which would consider whether American
industry was being injured. Both dumping price and injury must
be shown to justify a finding of dumping under the law.

The dollar value of imports received during the first 8 months

of 1961 was approximately $200,000.

000



TREASURY DEPARTMENT

WASHINGTON, D.C.
January 3, 1961

FOR IMMEDIATE RELEASE

WITHHOLDING OF APPRAISEMENT ON
PORTLAND CEMENT

The Treasury Department is instructing customs field officers
to withhold appraisement on white portland cement from Japan pending
a determination as to whether this merchandise is being sold in the
United States at less than fair value. Notice to this effect is
being published in the Federal Register.

Under the Antidumping Act, determination of sales in the United
States at less than fair value would require reference of the case
to the Tariff Commission, which would consider whether American
industry was bteing injured. Both dumping price and injury must
be shown to Justify a finding of dumping under the law.

The dollar value of imports received during thelfirst 8 months

of 1961 was approximately $200,000.
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Paris, December 15, 1961

Dear Mr, Minister:

This is in reply to your letter of December 15, 1961,
setting forth the understandings reached during the recent
discussions in Paris with respect to the procedure to be
followed by the Participating Countries and Institutions
in connection with the borrowings by the International
Monetary Fund of Supplementary Resources under credit
arrangements which we expect will be established pursuant
to a decision of the Executive Directors of the Fund.

On behalf of the United States of America, I am
pleased to confirm that we are in agreement with the
statement of understandings as Set forth in your letter
of December 15, 1961. I am attaching, in accordance
with your suggestion, the French text of this letter of
confirmation.

Sincerely yours,

(Signed) Douglas Dillon
Douglas Dillon

Monsieur Wilfrid Baumgartner,
Ministre des Finances et des Affaires
Economiques,
93, rue de Rivoli,
Paris (ler)
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I shall appreciate a reply confirming that the foregoing represent
the understandings which have been reached with respect to the procedure to
be followed in connection with borrowings by the International Monetary Fund
under the credit arrangements to which I have referred.

kX

I am sending identical letters to the other participants - that is
Belgium, Canada, Germany, Italy, Japan, The Netherlands, Sweden, the United
Kingdom. Attached is a verbatim text of this letter in English. The French
and English texts and the replies of the participants in both languages shall
be equally authentic. I shall notify all of the perticipants of the confirma-
tions received in response to this letter.

W, BAUMGARTNER
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E. VWhen agreement is reached under paragraph D, each participant
ghall inform the Managing Director of the calls which it is prepared to umeet
under its credit arrangement with the Fund,

F. If a participant which has loaned its currency to the Fund
under its credit arrangement with the Fund subsequently requests a reversal
of its loan which leads to further loans to the Fund by other participants,
the participant seeking such reversal shall consult with 'I;he Managing Directo;
and with the other participants,

For the purpose of the consultative procedurés described above,
participants will designate representatives who shall be empowered to act
with respect to proposals for use of the Supplementery Resources.

It is understood that in the event of any proposals for calls under
the credit arrangements or if other matters should arise under the Fund deci-
sion requiring consultations among the participants, a consultative meeting
will be held among all the participants. The representative of France shall
be respongible for calling the first meeting, and at that time the partici-
pants will determine who shall be the Chairman., The Managing Director of the
Fund or his representative shall be invited to participate in these consulfa-

+ tive meetings,

It is undegstood that in order to further the consultations envisa-
ged, participants should, to the fullest extent practicable, use the facili-
ties of the intermational organizations ts which they belong in keeping each
other informed of developments in their balances of payments that could give
rise to the use of the Supplementary Resources,

These consultative arrangements, undertaken in a spirit of interna
tional cooperation, are designhed to insure the stability of the international
payments system,

LR

OVER
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B. If the Menaging Director makes a proposal for Supplementary
Resources to be lent to the Fund, the participants shall consult on this
proposal and inform the Managing Director of the amounts of their currencies
Which they consider appropriate to lend to the Fund, taking into account the
recommendations of the Managing Director and their present and prospective
balance of payments eand reserve positions, The participants shall aim at
reaching unanimous agreement. ‘

C. If it is not possible to reach unanimous agreement, the
question whether the participants are prepared to facilitate, by lending
their currencies, an exchange transaction &r stand-by arrangement of the kind
covered by the special borrowing arrangements and requiring the Fund's resour
ces to be supplemented in the general order of megnitude proposed by the
Managing Director, will be decided by a poll of the participants.

The prospective drawer will not be entitled to vote. A favorable
decision shsll require the following majorities of the participants which
take part in the vote, it being understood that abstentions may be justified
only for balance of payments reasons as stated in paragraph D :

(1) a two~thirds majority of the number of participants voting; an

(2) a three~fifths majority of the weighted votes of the partici-
pants voting, weighted on the basis of the commitments to the
Supplementaxry Resources,

D, If the decision in paragraph C is favorable, there shall be
further consultations among the participants, and with the Managing Director,
concerning the amounts of the currencies of the respective participants which
will be loaned to the Fund in order to attain a total in the geneval order of
magnitude agreed under paragreph C. If during the consultations a participmf
gives notice that in its opinion, based on its present and prospective baler-
ce of payments and reserve position, calls should not be made on it, or that
calls should be for a smaller amount than that proposed, the participents
shall consult among themselves and with the Managing Director as to the addi-
tional amounts of their currencies which they could provide so as to reach
the general order of magnitude agreed under paragraph C.
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B. If the Managing Director makes a proposal for Supplementary
Resources to be lent to the Fund, the participants shall consult on this
proposal and inform the Menaging Director of the amounts of their currencies
Wwhich they consider appropriate to lend to the Fund, taking into account the
recommendations of the Managing Director and their present and prospective
balance of payments and reserve positions, The participants shall aim at
reaching unanimous agreement, :

C. If it is not possible to reach unanimous agreement, the
question whether the participants are prepared to facilitate, by lending
their currencies, an exchange transaction & stand-by arrangement of the kind
covered by the special borrowing arrangements and requiring the Fund's resow
ces to be supplemented in the general order of megnitude proposed by the
Managing Director, will be decided by a poll of the participants.

The prospective drawer will not be entitled to vote., A favorable
decision shall require the following majorities of the perticipants which
take part in the vote, i{ being understood that abstentions may be justified
only for balance of payments reasons as stated in paragraph D :

(1) & two-thirds majority of the number of participants voting; an

(2) a three~fifths majority of the weighted votes of the partici-
pants voting, weighted on the basis of the commitments to the
Supplementary Resources.

D, If the decision in paragraph C is favorable, there shall be
further consultations among the participants, and with the Managing Director,
concerning the amounts of the currencies of the respective participants which
will be loaned to the Fund in order to attain a total in the general order of
magnitude agreed under paragraph C, If during the consultations a participmﬁ
gives notice that in its opinion, based on its present and prospective baler-
ce of payments and reserve position, calls should not be made on it, or that
calls should be for a smaller amount than that proposed, the participsnts
shall consult among themselves and with the Fenaging Director as to the addi-
tional amounts of their currencies which they could provide so as to resch
the general order of magnitude agreed under paragraph C.
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MINISTERE DES FINANCES

LE MINISTRE
Le 15 Décembre 1961

Dear Mr. Secretary,

The purpose of.this letter is to set forth the understandings
‘reached during the recent discussions in Paris with respect to the procedure
to be followed by the Participating Countries and Institutions, (hereinafte:
referred to as "the participants") in comnection with borrowings by the
International Monetary Fund of Supplementary Resources under credit arrange-
ments which we expect will be established pursuvant to a decision of the
Executive Directors of the Fund,

This procedure, which would apply after the entry into force of
that decision with respect to the participants which adhere to it in accor-
dance with their laws, and which would remain in effect during the period of
the decision, is as follows

A, A Participating Country which has need to draw currencies fx
the International Monetary Fund or to seek a stand-by agreement with the
Fund in circumstances indicating that the Supplementary Resources might be
used, shall consult with' the Managing Director of the Fund first and then
with the other participants,

OVER
2 Honorable DOUGLAS DILLON
3CRETARY OF THE TREASURY
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guba&iad in the more detailed arrvangements which have now been

Discussions of this subject were contimued, end repre~
sentatives of the 10 participating countries worked out the
detailed sxrangements set forth in the lmctarﬁ at meetings
in mid=hecember in Paris. The decision of the Executive
Directors of the Fund completed preparations for the establish-
ment of the borrowing arrangement.

The borrowing srrangement will come into effect when at

least 7 countries whose commitme

nts total not less tham $5.5 billiom
have formally advised the Fund of their adherence to the
arrangemsnt after completion of the necessayy legislative approval
or other legal requirements.

The borrowing arrangement could be of grest assistance to
the United States, as well as to any of the other participating
countries, in meeting temporary balamce of payments difficulties,
5% The Fund's ability to forestall or cope with an impairment
of the internationsl monetary system will be greatly stremgthened

by the new arrvengements. This will benefit the entire free

world economy.
Participation by the United States is subjeset to Congressional
spproval, dederat\mestiexe of She Congress ook part {n thx_Vienpe




The Treasury today released an exchange of cerrespoundence

between M. Wilfrid Baumgartner, Minister of Finance of !rlgce.
and Treasury Secretary Douglas Dillom. The exchange of letters
-= which took place in Paris December 15 -- represents the
agreement of the United Statds te the procedures which would
be followed by 10 principal industrisl countries in acting

to provide supplementary resources to the International
Monetary Fund when needed to avoid i:pair-unt of the inter-
national monetary system. Identical noées are being exchanged
between the French Government and thc other pgrticip‘ting
governments -- Belgium, Canada, Germany, Italy, Japan, the
Netherlands, Sweden and the United Kingdom.

The International Monetary Fund also ammounced today the
decision of the Fund governing its owm pnifietpatian in the
new borreowing arrangements, which will 1n§§1ve $6 billion
in commitments by the participants, of which the United States
share would be $2 billiom,

Under the procedures set forth in the exchange of letters
with the Government of France, if one of the 10 participgating

-

countries lencounte

[)e 2571
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Monetary !‘und,‘ _i.t ﬁu consult with the Managing Director of

the Yund and ﬁith the other participating countries. The Managing

Pirector would then m & proposal to borrow,:and the participating

countries concerned would inform the Fund of the smounts~of their

currsncies, up to their:total commitments, which they would be

prepared to lemd. The procedures provide that the participating

countries should try to reach unsnimous agreement. Failing

unsnimous agreement, & Msjurity voting procedure would be used

to decide whether resources should be provided to the Fund in

the smoujts required. oL poter ave Ladrgy s
Presideat Kemmedy ~- in his balance af payments message of Aad

Febxuary 6 -~ called for a stremgthening and more-effective

use of international monetary imstitutions, particularly the

Fund, to provide increased reserves, and to provide "thd &hs

flexibility required to support & healthy and growing world economy.
$oon after that the Fund initiated studies'on ways in

which the Fund could be strengthened., Secretary Dillon at the

same time began discussions with other governments, aand in

September, st the Amnual Meeting of the Fund im Viemma,! general

agreement was reached among the tem countries on the principles
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TREASURY DEPARTMENT

WASHINGTON, D.C.
January 5, 1962

HOLD FOR RELEASE UNTIL 12:00 NOON(EST)
MONDAY, JANUARY 8, 1962

NEW IMF BORROWING AGREEMENT PROCEDURES
OUTLINED IN BAUMGARTNER-DILLON CORRESPONDENCE

The Treasury today released an exchange of correspondence
between M. Wilfrid Baumgartner, Minister of Finance of France,
and Treasury Secretary Douglas Dillon. The exchange of letters --
which took place in Parls December 15 -~ represents the agreement
of the United States to the procedures which would be followed by
10 principal industrial countries in acting to provide supplementary
resources to the International Monetary Fund when needed to avold
impairment of the international monetary system. Identical notes
are beilng exchanged between the French Government and the other
participating governments -- Belgium, Canada, Germany, Italy,
Japan, the Netherlands, Sweden and the United Kingdom,

The International Monetary Fund also announced today the
decision of the Fund governing its own participation in the new
borrowing arrangements, which will involve $6 billion in
commitments by the participants, of which the United States' share
would be $2 billion. :

Under the procedures set forth in the exchange of letters
with -the Government of France, if one of the 10 participating
countries needs to make a drawing from the International Monetary
Fund requiring use of the new resources, it would consult with the
Managing Director of the Fund and with the other participating
countries. The Managing Director would then make a proposal to
borrow, and the participating countries concerned would inform the
Fund of the amounts of their currencies, up to their total commit-
ments, which they would be prepared to lend. The procedures
provide that the participating countries should try to reach
unanimous agreement. Falling unanimous agreement, a voting
procedure would be used to decide whether resources should be
provided to the~qud in the amounts required.

President Kennedy -- in his balance of payments message last
‘February 6 -- called for a strengthening and more effective use of
international monetary institutions, particularly the Fund, to
provide increased reserves, and to provide "the flexibility
required to support a healthy and growing world economy ., "

n_3A1
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Soon after that the Fund initiated studies on ways in which
the Fund could be strengthened., Secretary Dillon at the same time
began discussions with other governments, and in September, at the
Annual Meeting of the Fund in Vienna, general agreement was
reached among the ten countries on the principles embodied in the
more detalled arrangements which have now been completed.

Discussions of this subject were continued, and representatives
of the 10 participating countries worked out the detailed arrange-
ments set forth in the letters at meetings in mid-December in Paris,
The decision of the Executive Directors of the Fund completed
preparations for the establishment of the borrowing arrangement.

The borrowing arrangement will come into effect when at least
7 countries whose commitments total not less than $5.5 billion
have formally advised the Fund of thelr adherence to the arrange-
ment after completion of the necessary legislative approval or
other legal requirements.

The borrowing arrangement could be of great asslstance to the
United States, as well as to any of the other partlclpating
countries, in meeting temporary balance of payments difficultiles.
The Fund's ability to forestall or cope with an impailrment of the
international monetary system willl be greatly strengthened by the
new arrangements. Thils will benefit the entire free world economy.

Participation by the United States is subjJect to Congressional
approval. It will be necessary to amend the Bretton Woods ‘
Agreements Act to glve authorlty to the Treasury to make loans to
the Fund under the conditions governing these arrangements.

000
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MINISTERE DES FINANCES

LE MINISTRE

Le 15 Décembre 1961

Dear Mr. Secretary,

The purpose of.this letter is to set forth the undexstandings

‘reached during the recent discussions in Faris with respect to the procedure
‘to be followed by the Participating Countries and Institutions, (hereinafter

referred to as "the participants") in comnection with borrowings by the

International Monetary Fund of Supplementary Resources under credit arrange-
ments which we expect will be established pursuent to a decision of the :
Executive Directors of the Fund, , 4

'

This procedure, which would apply after the entry into force of
that decision with respect to the participants which adhere to it in accor-
dance with their laws, and which would remain in effect during the period of

the decision, is as follows 3

A, A Yarticipating Country which has need to draw currencies frc
the International Monetary Fund or to seek a stand-by agreement with the
Fund in circumstances indicating that the Supplementary Resources might be
used, shall consult with' the Managing Director of the Fund first and then
with the other participants, ' )

OVER

Honorable DOUGLAS DILLON
‘RETARY OF THE TREASURY

. ——e



B. If the Menaging Director makes a proposal for Supplerentary
Resources to be lent to the Fund, the participants shall consult on this
proposal and inform the Managing Director of the amounts of their currencies
Which they consider appropriate to lend to the Fund, taking into account the
recommendations of the Managing Director and their present and prospective

balance of payments and reserve positions: The participants shall aim at
reaching unanimous agreement.

C. If it is not possible to reach unanimous agreement, the
question whether the participants are prepared to facilitate, by lending
their currencies, an exchange transaction &¥ stand-by arrangement of the kind
covered by the special borrowing arrangements and requiring the Fund's resour-
ces to be supplemented in the general order of megnitude proposed by the
Managing Director, will be decided by a poll of the participants,

The prospective drawer will not be entitled to vote. A favorable
decision shall require the following majorities of the psrticipants which
take part in the vote, it being understood that abstentions may be justified
only for balance of payments reasons as stated in paragraph D 3

(1) a two-thirds majority of the number of participants voting; and

(2) a three-fifths majority of the weighted votes of thé partici-

pants voting, weighted on the basis of the commitments to the
Supplementary Resources.

D, If the decision in paragraph C is favorable, there shall be
further consultations amoeng the participants, and with the Managing Director,
concerning the amounts of the currencies of the respective participants which
will be loaned to the Fund in order to attain a total in the general order of
magnitude agreed under paragraph C. If during the consultations a participant
gives notice that in its opinion, based on its present and prospective balen-
ce of payments and reserve position, calls should not be made on it, or that
calls should be for a smaller amount than that proposed, the participants
ghall consult among themselves and with the Managing Director as to the addi-
tional amounts of their currencies which they could provide so as to resch
the general order of magnitude agreed under paragraph C,

LICR N )



. E. Vhen agreement is reached under paragraph D, each participant
shall inform the Managing Director of the calls which it is prepered to meet
under its credit arrangement with the Fund,

F. 1If a participant which has loaned its currency to the Fund
under its credit arrangement with the Fund subsequently requests & reversal
of its loan which leads to further loans to the Fund by other participants,
the participant seeking such reversal shall consult with the Managing Director
and with the other participants.

For the purpose of the consultative procédurés described above,
participants will designate representatives who shall be empowered to act
with respect to proposals for use of the Supplementary Resources.

It is understood that in the event of any proposals for calle under
the credit arrangements or if other matters should arise under the Fund deci-
sion requiring consultations among the participants, a consultative meeting
will be held among all the participants., The representative of France shall
be respongible for calling the first meeting, and at that time the partici-
pents will determine who shall be the Chairman., The Fanaging Director of the
Fund or his representative shall be invited to participate in these consulta-

. tive meetings,

It is undestood that in order to further the consultations envica-
ged, participants should, to the fullest extent practicable, use the facili-
ties of the international organizations t» which they belong in keeping each
other informed of developments in their balances of payments that could give
rise to the use of the Supplementary Resources,

These consultative arrangements, undertaken in a spirit of intern:-
tional cooperation, are designed to insure the stability of the international

payments system,

OVER



I shall appreciate a reply confirming that the foregoing represcnts
the understandings which have been reached with respect to’the procedure to
be followed in commection with borrowings by the International Monetary Fund
under the credit arrangements to whigh I have referred.

I am sending identical letters to the other participants - that is,
Belgium, Canada, Germany, Italy, Japan, The Netherlands, Sweden, the United
Kingdom. Attached is a verbatim text of this letter in English. The French
and English texts and the replies of the participants in both languages shall
be equally authentic. I shall notify all of the participants of the confirma-
tions received in response to this letter.

‘W. BAUMGARTNER
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Paris, December 15, 1961

Dear Mr. Minister:

This is in reply to your letter of December 15, 1961,
setting forth the understandings reached during the recent
discussions in Paris with respect to the procedure to be
followed by the Participating Countries and Institutions
in connection with the borrowings by the International
Monetary Fﬁnd of Supplementary Resources under credit
arrangements which we expect will be established pursuént
to a decision of the Executive Directors of the Fund.

On behalf of the United States of America, I am
pleased to confirm that we are in agreement with the
statement of understandings as set florth in your letter
of December 15, 1961, I am attaching, in accordance
with your suggestion, the French text of this letter of

confirmation.

Sincerely yours,

(Signed) Douglas Dillon
Douglas Dillon

Monsieur Wilfrid Baumgartner,
Ministre des Finances et des Affaires
Economiques,
93, rue de Rivoli,
Paris (ler)



e Jan 9} 1962,

FOR IMEDIATE REIEASE

WILLIAM N. TURPIN NAMED DIRECTOR
OF THE EXECUTIVE SECRETARIAT OF THE TREASURY

Secretary Dillon today named William N. Turpin to be
Director of the Executive Secretariat of the Treasury, the central
coordinating staff of the Treasury Department which serves the
Secretary and the Under Secretary. Mr. Turpin, who has been serving
as Deputy Director of the Secretariat, replaces Thomas W. Wolfe,
who has been appointed to a one-year executive fellowship at the
Center for Advanced Study of the Brookings Institution.

Mr. Turpin was born in Macon, Georgia. He is a graduate of
Dartmouth College and holds an M.A. degree from Oxford University,
where he studied as a Rhodes Scholar. He served in the Marine
Corps during the second World War. He has been a Foreign Service
Officer since 1948, serving at posts in Munich and Belgrade as well
as in Washington. He was Consul and economic officer at the American
Embassy in Moscow from 1956 to 1958.

Mr. Wolfe, who ha; headed the Executive Secretariat since its
creation/gznuary 23, 1961, will, during his year at Brookings
make a study of the impact of the publid debt on the economy. He
joined the Treasury as a fiscal economist in 1949, and was formerly

Assistant Chief of the Debt Analysis Staff.



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 8, 1962

FOR IMMEDIATE RELEASE

WILLIAM N. TURPIN NAMED DIRECTOR
OF THE EXECUTIVE SECRETARIAT OF THE TREASURY

Secretary Dillon today named William N. Turpin to be
Director of the Executive Secretariat of the Treasury, the
central coordinating staff of the Treasury Department which
serves the Secretary and the Under Secretary. Mr. Turpin, who
has been serving as Deputy Director of the Secretariat,
replaces Thomas W, Wolfe, who has been appointed to a one~year
executive fellowship at the Center for Advanced Study of the
Brookings Institution,

Mr. Turpin was born in Macon, Georgia. He is a graduate
of Dartmouth College and holds an M.A. degree from Oxford
University, where he studled as a Rhodes Scholar. He served’
in the Marine Corps during the second World War. He has been
a Foreign Service Officer since 1948, serving at posts in
Munich and Belgrade as well as in Washington. He was Consul
and economic officer at the American Embassy in Moscow from
1956 to 1958,

Mr. Wolfe, who has headed the Executive Secretariat since
its creation on January 23, 1961, will, during his year at
Brookings make a study of the impact of the public debt on the
economy. He joined the Treasury as a fiscal economist in 1949,
and was formerly Assistant Chief of the Debt Analysils Staff.
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"Accordingly, we do not presently see that any sound public
purpose wo uld be served by the elimination of the Security National Bank
as an independent institution.

Y Finally, it should be pointed out that an acquisition such as
this would, in the interest of consistency of approach to banking problems
of a similar nature, undoubtedly face this office with the question of possible
reconsideration of its recent denial of the merger of the National Bank of

Westchester and The First National City Bank of New York. "

G e
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The Comptroller of the Currency made the following comment
on the announcement of the proposed acquisition of the Security National

Bank of Long Island by the Marine Midland Corpor ation:

"It would be regrettable indeed if the Security National Bank
were now to pass from the banking scene as an independent institution,
and no justification is now seen for such an occurrence, It seems clear
that the public interest would best be served if the Security National Bank
were to remain in independent competition with the Franklin National Bank,

The Meadow Brook National Bank, and the other banks in Long Island. The

management conflict in the Security National Bank

should be resolved by the introduction of new direction and
management, free of sny connection withthe present conflicting management
interests, as this office has strongly urged.

" The Security National Bank has enjoyed good growth, and
obviously has superb growth prospects with its fine branch system on the
Island. Maintenance of the Security National Bank as an indepdndent
institution is also essential to a balanced banking structure and to the service

of the convenience and needs of the people on Long Island,



TREASURY DEPARTMENT

WASHINGTQN_,_D.C .
January 8, 1962
FOR IMMEDIATE RELEASE

COMPTROLLER OF THE CURRENCY COMMENTS ON PROPOSED ACQUISITION
OF SECURITY NATIONAL BANK OF LONG ISLAND BY THE -
MARINE MIDLAND CORPORATION

The Comptroller of the Currency made the following comment
on the announcement of the proposed acquisition of the Security
National Bank of Long Island by the Marine Midland Corporation.,

"It would be regrettable indeed if the Security National Bank
were now to pass from the banking scene as an independent
institution, and no Jjustification is now seen for such an occurrence.
It seems clear that the public interest would best be served if the
Security National Bank were to remain in independent competition
with the Franklin Natlional Bank, The Meadow Brook National Bank,
and the other banks in Long Island. The management conflict in
the Security Natlonal Bank should be resolved by the introduction of
new direction and management, free of any connection with the
present conflicting management interests, as this office has strongly
urged.

"The Security National Bank has enjoyed good growth, and
obviously has superb growth prospects with its fine branch system
on the Island. Maintenance of the Security National Bank as an
independent institution is also essential to a balanced banking
structure and to the service of the convenlence and needs of the
people on Long Island.

"Accordingly, we do not presently see that any sound public
purpose would be served by the elimination of the Security
National Bank as an independent institution.

"Pinally, it should be pointed out that an acquisition such
as this would, in the interest of consistency of approach to
banking problems of a similar nature, undoubtedly face this
office with the question of possible reconsideration of its
recent denial of the merger of the National Bank of Westchester
and The First National City Bank of New York."

000



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 8, 1962

FOR IMMEDIATE RELEASE

In regard to the proposed consolidation
of Security National Bank of Long Island, Huntington,
New York and the Peconic Bank, Sag Harbor, New York,
under the charter and title of the former, the
Comptroller of the Currency, James J. Saxon, todey
advised the presidents of the banks that the propossal
would not be acted upon pending disposition of the
proposed acquisition of Security National Bank of Long

Island by Marine Midland Corporation.
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TREASURY DEPARTMENT

WASHINGTON, D.C.

January 8, 1962

FOR IMMEDIATE RELEASE

In regard to the proposed consolidation
of Security National Bank of Long Island, Huntington,
New York and the Peconic Bank, Sag Harbor, New York,
under the charter and title of the former, the
Campiroller of the Currency, James J. Saxon, todsy
sdvised the presidents of the banks that the proposal
would not be acted upon pending disposition of the
proposed acquisition of Security National Bank of Long

Island by Marine Midland Corporation.
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POR MULZASE A. M, NEWSPAPRRS, Januury 8, 1962
Mdﬁg, W 9y 1963:- '

55 LTS8 OF TREASURY'S WEEKLY BILL OPFERIN

The Treasury Depariment amnounced last evening that the tenders for two saries of
Treasury billes, one series to be an additional issue of the bills dated Ootober 13, 191
and the other series to be dated January 11, 1962, which were offered on January 2, were
opened at the Federsl Reserve Banks om Janvary 8. Tenders were invited for $§1,100,000
or thereabouts, of 9l-day bills and for $600,000,000, or thereabouts, of 182-day hilh;g

The details of the two series are as lollows:

AARGE OF ACCEPTED 9l-day Treasury bills ' 182«day Treasury bills
COMPRTITIVE BIDS: raturing April 12, 136 ' et 12, 1962
PPrOX. Bg t Approx, Lquiv,
Price : ] Price Ammual Rate
High ~55.29% 3/ . TWIE0 L :
Low 9’9.&&3 # % H %Ch” 30%
Average 99.286 2.8235 1/ + 9B.ULT 3.073% 1/

% Excepting one tender of $100,0005 b/ Fxeepting two tenders totaling $312,000
10 percent of the smount of Jl-day bills bid for at the low price was acoepted
LS percent of the amount of 182-day dills bid for st the low price was accepted
TOTAL TRHDERS APPLIED FUR AND ACCEPTED BY PrDERAL 4FSTAVE DISTHICTS:
LB i 1% i h

Applied For ' 1ied Por Accepted
§ L, L3000 & 35,572,000 + 22718,
dew York 1,h93,k37,000 64 ;657,000 1 917,483,000 hbl;,683,000
%Mlphia 2&,760,5% l}g?@’m 2 m)&]«-’m 7,&21’3&
Cleveland 62,038,000 43,536,000 18,632,000 13,632,000
Aichmond 1&,?&?,&3@ m,’ﬂt’,m 3 2,193,000 3,198,@
Atlanta 2k, 368,000 zg,mﬁ,me ' L ag:&?g,g é,g;bgg
Chieago 23?,@%‘,% 17 ,1%,@(!\0 H 2V » »
Minneapolis 21,870,000 15,570,000 1 54650,000 k5,150,000
Bansas City 38,236,000 27,236,000 s 8,380,000 8,280,000
Dalias 2k,600,000 22,300,000 1 14,636,000 ki 4636,000
San Franeiseo 84,278,000 278,000 » 30,227,000 _ 19,917,000

TOTALS $2,107,283,000  $3,100,363,000 ¢/ $1,132,439,000 9600;039&0%

Includes $245,336,000 noncompotitive tenders accepted at the average prise of 99,28
/ Includes $57,962,000 noncompetitive tenders accepted at the average price of 98.UkT,
1/ On & coupon issue of the same lemgth and for the same smount invested, the ratmﬂj
these bills would provide yields of 2,88%, for the 9l-day bills, and 3.16%, for i
182 bills. Interest rates on bills are quo in terms of bank discount with
the return related te the face amount of the bills paysble at maturity rather thet
the amount invested and their length im actual number of days related to a 360~y
year. In contrast, ylelds on ificates, notes, and bonds are computed in termd
of interest on the amount invested, and relate the number of days remsining in en
interest payment period to the actual number of days im the period, with semiansusl
compounding if more than one coupon period is m{‘m.
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JTREASURY DEPARTMENT

WASHINGTON, D.C.

FOR RELEASE A. M. NEWSPAPERS, January 8, 1962

Tuesday, January 9, 1962,

RESULTS OF TREASURY'S WEEKLY BILL OFFERING

The Treasury Department announced last evening that the tenders for two series of
freasury bills, one series to be an additional issue of the bills dated October 13, 1961,
and the other series to be dated January 11, 1962, which were offered on January 2, were
opened at the Federal Reserve Banks on January 8. Tenders were invited for $1,100,000,000
or thereabouts, of 91-day bills and for $600,000,000, or thereabouts, of 182-day bills.
fhe details of the two series are as follows:

GE OF ACCEPTED 91-day Treasury bills s 182-day Treasury bills
(OMPETITIVE BIDS: maturing April 12, 1962 : maturing July 12, 1962
Approx. Equiv,. Approx. Equiv.
Price Annual Rate H Price Amual Rate
JHigh 99.296 af 2.785% ¢ 98,160 b/ 3.006%
Low 99.283 ~ 2.836% 1 98.138 3.090%
Average 99.286 2.8232 1/ t+ 98.lb7, 3.073% 1/

g/ Excepting one ténder of $100,000; p/ Excepting two tenders totaling $312,000
70 percent of the amount of 9l-day bills bid for at the low price was accepted
45 percent of the amount of 182-day bills bid for at the low price was accepted

'0TAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICIS:

District Applied For Accepted : Applied For Accepted

Boston $ li,h72,000 § 36,872,000 s+ § 13,278,000 § 13,276,000
New York 1,493,437,000 648,657,000 3 917,483,000 464,683,000
Philadelphia 28,760,000 13,760,000 3 12,421,000 7,421,000
Cleveland 62,038,000 43,538,000 : 18,632,000 13,632,000
Richmond Lh, 747,000 1L, 747,000 : 2,198,000 2,198,000
Atlanta 211,368,000 22,128,000 : 8,999,000 8,799,000
Chicago 237,090,000 175,190,000 : 102,067,000 46,517,000
St. Louis 36,387,000 30,087,000 2 8,468,000 6,468,000
Minneapolis 21,870,000 15,570,000 5,650,000 4,150,000
Kansas City 38,236,000 27,236,000 : 8,380,000 8,280,000
Dallas 21,600,000 22,300,000 4,636,000 44,636,000
San Francisco 84,278,000 50,278,000 30,227,000 19,977,000

TOTALS $2,107,283,000  $1,100,363,000¢/ $1,132,439,000  $600,039,000 d/

Includes $2U45,336,000 noncompetitive tenders accepted at the average price of 99.286
Includes $57,962,000 noncompetitive tenders accepted at the average price of 98.LL7T

On a coupon issue of the same length and for the same amount invested, the return on
these bills would provide yields of 2,88%, for the 91-day bills, and 3.16%, for the
182-day bills. Interest rates on bills are qgoted in terms of bank discount with
the return related to the face amount of the bills payable at maturity rather than
the amount invested and their length in actual number of days related to a 360-day
year, In contrast, yields on certificates, notes, and bonds are computed in terms
of interest on the amount invested, and relate the number of days remaining in an
interest payment period to the actual number of days in the period, with semiannual
compounding if more than one coupon period is involved.
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Januery 9, 1962

wednesday, January 10, 1962,

RESILIS OF ITRATASURY'S OHE-IEAR BILL OFFERIRG
The Treasury Department announced last evening that the tenders for $2,000,000,00

or theresbouts, of 365-day Treasuwry bills to be dated Jammary 15, 1962, and to matuy
January 15, 1963, which were offered on January 3, were opened at the Federsl Heserws
Banks on Jenuary 9.

The details of this issue are as follows:

Total applied for - $3,649,647,000
Total aceepted -~ 2,000,032,000 (inmcludes $189,199,000 eantered on &

noncompetitive basis and acespted ia
full at the averege price shown belew)

Bange of accepted competitive bids: (Exeepting L tenders totaling $4,120,000)
High -~ 96,61 Equivalent rate of discount apprex. 3.340% per annm
m - %‘5?2 [ ] o n " L 3.' - [ ]

Average - 56,588 ] n ] " [ ] 3.366% * ] y

{49 percent of the amount bid for at the low price was accepted)

A~ 357
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able at maturity rather than the amount invested and their

of days related to a 360-day y
bonds are computed in terms
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the pericd, with semiannual compounding if more than one coupon period is

In contrast, yields on
interest on the amzount invested, and relate the
i period to the actual nummber of :

sert

ificates, noted,

Federal Heserve Total Total
1 $ 2599,000 $ 33009,,“
Hew York 2,57h,105,000 1,k , 350,000
Philadelphia 52,954,000 22,954,000
Cleveland 171,466,000 85, 51,000
: ' it 3” 27’%'“
k7,078,000 39,828,000
s506, 127,956,000
24,296,000 15 »000
2 D‘m 17,9”'“
61,916,000 37,946,000
215,395,000 395 , 000
TOTAL $3,649,647,000 $2,000,032,000
Jn a coupon issue of the same 1 h and for the same amount invested, the retum
¥ mmhwﬂdmvmamors.soi. Intemtntucumlgmw

th in actual




TREASURY DEPARTMENT

WASHINGTON, D.C.

FOR RELFASE A. M. NEWSPAPERS, January 9, 1962
Wednesday, January 10, 1962.

RESULTS OF TREASURY'S ONE-YEAR BILL OFFERING

The Treasury Department announced last evening that the tenders for $2,000,000,000
or thereabouts, of 365-day Treasury bills to be dated January 15, 1962, and to mature
January 15, 1963, which were offered on January 3, were opened at the Federal Reserve
Banks on January 9.

The details of this issue are as follows:

Total applied for - $3,649,647,000

Total accepted - 2,000,032,000 (includes $189,199,000 entered on a
noncompetitive basis and accepted in
full at the average price shown below)

Range of accepted competitive bids: (Excepting lj tenders totaling $4,120,000)

High - 96.61l Equivalent rate of discount approx. 3.3L40% per annum
Low -%52 0w v om o w338 v w
Average - 96.588 " " ] ] ] 3.366% u " }/
(49 percent 6f the amount bid for at the low price was accepted)
Federal Reserve Total Total
District Applied for Accepted
Boston $ 61,599,000 $ 33,099,000
New York 2,574,105,000 1,41 ,350,000
Philadelphia 52,951,000 22,954,000
Cleveland 171,466,000 85,946,000
Richmond 11,146,000 27,0l6,000
Atlanta 17,078,000 39,828,000
Chicago 322,506,000 127,956,000
St. Louis 24,296,000 15,406,000
/Minneapolis 36,980,000 17,930,000
Kansas City 61,946,000 37,946,000
Dallas 37,176,000 22,176,000
San Francisco 215,395,000 128,395,000
TOTAL $3,6L9,647,000 $2,000,032,000

1/ On a coupon issue of the same length and for the same amount invested, the return on
= these bills would provide a yield of 3.50%. Interest rates on bills are quoted in.
terms of bank discount with the return related to the face amount of the bills pay
able at maturity rather than the amount invested and their length in actual number
of days related to a 360-day year. In contrast, yields on certificates, notes, an
bonds are computed in terms of interest on the amount invested, and relate the num
ber of days remaining in an interest payment period to the actual number of days i
the period, with semiannual compounding if more than one coupon period is involved.

D-35k



PRESS RELEASE -2 - 38

Mr. Watson is Ll years old and a native of Clevelsmd, Ohic.
He is a graduate of Western Resexrve University in Cleveland and
the Central States Banking School of the University of Wiscousin in
Madison, Wisconsin. The new Chief Exsminer served as a Lieutemant
and bomber pilot with the Eighth Air Force in England during
World War II. Mr. Watcon is merried and has ome som.

y
/
,ﬂ\[!.iikgne'd}/?ames J. Baxon

}/

Jemes J. Saxon
Comptroller of the Curremcy



TREASURY DEPARTMENT

WASHINGTON, D.C.

Janvery 8, 1962

JUSTIN T, WATSON CHIEF NATIONAL BANK
EXAMINER

Camptroller of the Currency James J. Saxon todsy announced
the sppointment of Mr. Justin T. Watson as Chief National Benk
Bxaminer of the United States to succeed Mr. Reed Dolan who
resigned effective Jamuary 5, 1962.

Mr. Dolan has hed a long and dietinguished career in the
Offlece of the Camptroller of the Currency eince 1925. In September
19k] Mr. Dolan was sppointed District Chief Nationsl Bank Exeminer
of the 8ixth Pederal Reserve District end since that time has served
es District Chief National Bank Exeminer of the Eighth, Tenth snd
Eleventh Federal Reserve Districts. Mr. Dolsn wes appointed Chief
Nationsl Benk Exeminer of the United States in May 1960.

Mr. Watson has been e member of the Comptroller's staff since
1945. He was comnmissioned e National Bank Examiner in 1951 emd
d banks in the Fourth Federsl Reserve District until 1957 when
he wee sppointed en Assistant Chief National Bank Exsminer in the
Washington Office. Mr. Watson has been District Chief National Bank

Exeminer of the Fourth Federal Reserve District in Clevelsnd to which
post he was appointed in May 1960. He assumed his new duties today.

- 255



TREASURY DEPARTMENT

WASHINGTON, D.C.
January 9, 1962
FOR IMMEDIATE RELEASE

COMPTROLLER OF, THE CURRENCY APPOINTS
JUSTIN T, WATSON CHIEF NATIONAI, BANK EXAMINER

Comptroller of the Currency James J. Saxon today announced
the appointment of Mr. Justin T. Watson as Chief National Bank
Examiner of the United States to succeed Mr. Reed Dolan who
resigned effective January 5, 1962,

Mr. Dolan has had a long and distinguished career in the
Off'ice of the Comptroller of the Currency since 1925. 1In
September 1951 Mr. Dolan was appointed District Chief National
Bank Examiner of the Sixth Federal Reserve District and since that
time has served as District Chief National Bank Examiner of the
Eighth, Tenth and Eleventh Federal Reserve Districts. Mr. Dolan
was appointed Chief National Bank Examiner of the Unlted States
in May 1960.

Mr. Watson has been a member of the Comptroller'!s staff since
1945, He was commissioned a National Bank Examiner in 1951 and 1
examined banks in the Fourth Federal Reserve District untilil 1957 ‘
when he was appointed an Assistant Chlef National Bank Examiner
in the Washington Office, Mr. Watson has been District Chilef
National Bank Examiner of the Fourth Federal Reserve District in
Cleveland to which post he was appointed in May 1960._ He assumed
his new duties today.

Mr. Watson is 41 years old and a native of Cleveland, Ohio.
He is a graduate of Western Reserve Unlversity in Cleveland and
the Central States Banking School of the University of Wisconsin
in Madison, Wisconsin., The new Chief Examiner served as a
Lieutenant and bomber pllot with the Eighth Air Force in England
during World War II. Mr. Watson is married and has one son.

o0o
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sale or other disposition of Treasury bills does not have any special treatment, as
such, under the Internal Revenue Code of 1954. The bills are subject to estate,
inheritence, cift or othcr cxeise tlaxes, whether Tederal or State, but are exempt Irom
211 toxotion now or hercaf'ter imposed on the principal or interest thereof by eny State,
Qr uny of the posscessions of the United States, or by any local taxing authority. For
purposes of taxation the amount of discount al which Treaosury bills are originally sold
by the United States is considered to be intcrest. Under Sections 454 (b) and 1221 (5)
o’ the Interncl Revenue Code of 1954 the amount of discount;ét vhich bills issued here-
under are sold is not considered to accrue until such bills are sold, redeemed or other-
wige disposed of, and such bills are cxcluded Irom consideration as. cepital assets.
Accorcingly, the owner of Treasuviy bills (other than life insurance companies) issued

hercunder need include in his income lex return only the difference between the price

o]

o0id for such bills, whether on original iscue o1 on subscquent purchase, and the amount

-

wetuvally received either upon sale or redemplion at maturity during the taxable year
for -which the return is mede, o5 ovdinary goin or loss.

Treasury Deportment Circular No. 418 (current révision)~and this notice, prescribe
the terms of the Treasury bills and govern the conditions of their issue. Coples of the

circular msy be obtained from any TFederal Reserve Bank or Branch.




printed forms and forwarded in the special cnvelopes which will be supplied by Federal
Reserve Banks or Branches on application therefor.

3 ?Banking institutions generally mey submit tenders for account of customers provided
the names of the customers are set forth in such ﬁenders. Others than 5anking institu~
tions will not be permitted to submit tenders except for their own account. Tenders will
be received without deposit from incorporated banks and trust companies and from respon-
sible and recognized dealers in investment securities. Tenders from others must be
accompanied by payment of 2 percent of the face amount of Treasury bills applied for,
unless the tenders are accompenied by an express guaranty of payment by an incorporated
bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal Reserve
Banks and Branches, following which public announcement will be made by the Treasury
Department of the amount and,price range of accepted bids. Those suﬁmitting tenders
will be advised of the acceptance or rejection thereof. The Secretary of the Treasury
expressly reserves the right to accept or reject any or allwtenders, in whole or in part,
and his action in any such respect shall be final. .Subject to these reservations, non-
competitive tenders for $200,000 or less for the additional bills dated Qctober 19,

e

1961, ( 91 days remaining until maturity date on _April 19, 1962 ) and
XRAIK

noncompetitive tenders for $100,000 or less for the 182 ~-day bills without stated
price from any one bidder will be accepted in full at the average price (in three deci-
mels) of accepted competitive bids for the respective issues. Settlement for accepted

tenders in accordance wifh the bids must be made or completed at the Federal Reserve Bank

on January 18, 1962 , in cash or other immediately available funds or in a like
face amount of Treasury bills maturing January 18, 1962 . Cash and exchange tenders
xf@3x

will receive equal treatment. Cash adjustments will be made for differences between the
par value of maturing bills accepted in exchange and the issue price of the new bills.
The income derived from Treasury bills, whether interest or gain from the sale or

other disposition of the bills, does not have any exemption, as such, and loss Trom the
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TREASURY DEPARTMENT
Washington ‘ gl

FOR IMMEDIATE RELEASEx January 10, 1962

TREASURY 'S WEEKLY BILL OFFERING
The Treasury Department, by this public notice, invites tenders for two series

of Treasury bills to the aggregate amount of $l,700,000,000 ; or thereabouts, Tor

cash and in exchange for Treasury bills maturing Januaz% 18, 1962 , in the amount

of $1,700,096,000 , as follows:
fdx

91 -day bills (to maturity date) to be issued Janua%& 18, 1962 ,

in the amount of $1,100,000,000 , or thereabouts, represent-

ing en additional amount of bills dated Qctober 19, 1961,

and to mature April 19, 1962 , originally issued in the

amount of $ 600,357,000 , the additional and original bills

to be freely interchangeable.

182 -doy bills, for $600,000,000 , or theresbouts, to be dated
KRy

Januvary 18, 1962 , and to mature July 19. 1962 ‘ .
&2y

The bills of both series will be issued on a discount basis under competitive

and noncompetitive bidding as hereinafter provided, and at maturity their face amount
will be paysble without interest. They will be issued in bearer form only, and in
denominations of $1,000, $5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value).

Terders will be received at Federal Reseirve Banks and Brenches up to the closing
hour, one-thirty p.m., Eastern Standard time, Monday Iaﬁﬁ?ﬁﬁ 15, 1962 . Tenders
will not be received at the Treasury Department, Washington. Each tender must be
for an even multiple of $1,000, and in the case of competitive tenders the price
offered nust be expressed on the basis of lOO,'with not more than three decimals,

e. g., 99.925. Fractions may not be used. It is urged that tenders be made on the

(f—35¢C



TREASU

YT

January 10, 1962

FOR IMMEDIATE RELEASE

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders
for two serles of Treasury bills to the aggregate amount of
$ 1,700,000,000,0r thereabouts, for cash and in exchange for
Treasury bills maturing January 18, 1962, in the amount of
$1,700,096,000, as follows:

91 -day bills (to maturity date) to be issued January 18, 1962,
. in the amount of $1,100,000,000, or thereabouts, representing an
additional amount of bills dated October 19, 1961, and to

mature April 19, 1962, originally lssued in the amount of

$600, 357,000, the additional and original billls to be freely
interchangeable.

182-day bills, for $600,000,000, or thereabouts, to be dated
January 18; 1962, and to mature July 19, 1962,

The bills of both series will be lssued on a dilscount basis under
competitive and noncompetitive bidding as hereinafter provided, and at
maturity their face amount will be payable without interest. They
will be issued 1in bearer form only, and 1in denominations of $1,000,
$5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value). ‘ _

Tenders wlll be received at Federal Reserve Banks and Branches
up to the closing hour, one-thirty p.m., Eastern Standard
time, Monday, January 15, 1962, Tenders wlll not be
received at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three decimals, e. g., 99.925. Fractions may not
be used. It 1s urged that tenders be made on the printed forms and
forwarded 1in the speclal envelopes which will be supplied by Federal
Reserve Banks or Branches on appllcation therefor.

Banking institutions generally may submlit tenders for account of
customers provided the names of the customers are set forth in such
tenders. Others than banking institutions will not be permitted to
‘submit tenders except for thelr own account. Tenders will be received
without deposit from incorporated banks and trust companies and from
responsible and recognized dealers in investment securities. Tenders
from others must be accompanied by payment of 2 percent of the face
amount of Treasury bills applied for, unless the tenders are

accompanled by an express guaranty of payment by an incorporated bank
or trust company.
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Immediately after the closing hour, tenders will be opened at
the Federal Reserve Banks and Branches, following which public
announcement will be made by the Treasury Departmment of the amount
and price range of accepted bilds. Those submitting tenders will be
advised of the acceptance or rejJection thereof, The Secretary of
the Treasury expressly reserves the right to accept or reject any or
all tenders, in whole or in part, and his action in any such respect
shall be final. Subject to these reservations, noncompetitive
tenders for $200,000 or less for the additional bllls dated
October 19, 1961, (91-days remaining until maturity date on
April 19, 1962) and noncompetitive tenders for $ 100,000
or less for the 182-day bills without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made. or completed at the Federal Reserve Bank onJanuary 18, 1962,
3n c@sh or other immediately .ayailable funds or in a like face
; dpdnntt- of > Treaswey b%l%@‘mmagﬁwaﬁy&& 1962, cash and
“e¥chenge’ Yendeérs-widl Pedéive equal treatment. Cash adjustments
will be made for differences between the par value of maturing
bllls accepted in exchange and the issue price of the new bills,

The income derived from Treasury bills, whether interest or
gain from the sale or other disposition of the bills, does not have
any exemption, as such, and loss from the sale or other disposition
of Treasury bills does not have any special treatment, as such, '
under the Internal Revenue Code of 1954, The bills are subject to
estate, inheritance, gift or other excise taxes, whether Federal or
State, but are exempt from all taxatlon now or hereafter imposed on
the principal or interest thereof by any State, or any of the
possessions of the United States, or by any local taxing authority.
For purposes of taxation the amount of discount at which Treasury
bills are originally sold by the United States is considered to be
interest. Under Sections 454 (b) and 1221 (5) of the Internal
Revenue Code of 1954 the amount of discount at which bills issued
hereunder are sold is not consldered to accrue until such billls are
sold, redeemed or otherwise disposed of, and such bllls are excluded
from conslderation as capital assets. Accordingly, the owner of
Treasury bills (other than 1life insurance companies) issued hereunder
need include in his income tax return only the difference between
the price paild for such bllls, whether on original issue or on
subsequent purchase, and the amount actually received either upon
sale or redemption at maturity during the taxable year for which the
return 1s made, as ordinary gain or loss.

Treasury Department Circular No. 418 (current revision) and this
notice prescribe the terms of -the Treasury bills and govern the ‘

conditions of thelr issue. Coples of the circular may be obtained from
any Federal Reserve Bank or Branch.

000



TREASURY DEPARTMENT
Fashington, De Co -

DAEDIATE RRLEASE
EHYRSDAY, JANUARY 11, 1962 D-357

[

PRELIMINARY DATA ON IMPORTS FOR CONSUMPTION OF UNMANUFACTURED LEAD AND ZINC CHARGEABLE 70 THE QUOTAS ESTABLISHED
BY PRZSIDENTIAL PROCLAMATION NO. 3257 OF SEPTEMBER 22, 1958

GUARTERLY CDOTA PERIOD « January | - March 31, 1962
IMPORTS @ Januery | - Januery 6, i‘562 ( or ss noted)

ITEM 391 ITEM 1392 ITEY 393 ITEM 394
[} -t Lead bullfon or base bullion, 2 i t
: ] t lead 1n pigs and bars, lead 3 s
Country s Lead-bearing ores, flue dust,: dross, reslaimad lead, ssrap : Zins-bearing ores of all kinds,: Zine ia blooiks, pigs, or slabs;
of H and zattes 3 lead, antimonial lead, antl- 3 except pyrites sonteining not 3 old snd worn-sut zins, fit
Produstion ] t monial gerap lead, type matal, : over 3% of zine t cnly to bs remanufactured, zinc

t t all alloys or combinations of @ ¢ ' dross, and zine skimmings

3 - 4 load n.s-p-f. H 3

sQuartarly Quota tQuartarly Quota sQuartarly Guota sQrarteriy Guota

¢ Dutfable Lead Innorts : Dutiabls Load Imports & Dutlable Zinc Imports : By #eizht Imports

(Pounds)} (Pounds) . {Pounds) (Pounds)

mﬁl’&lil 10,080,000 5,87?,325* 23,680.“0 9'93‘ ’ } 57 - - - -
Bslglan Conge - - - - - R - 5,440,000 -
Belgium and .
Luxsaburg (total) - - ) - - - - 7,520,000 7,065,448%
Bollvis 5,040,000 1,€08,549*% - - - - - -
Canada 13,440,000 13,440,000 15,920,000 1,470,098% . 66,480,000 14,418,193 37,840,000 % 269,278
Italy ' - . - - - - 3,600,000 -
Mexiso - - 16,880,000 8l 182 70,420,000 35204, 138 6,320,000 -
Pera 16,160,000 - 12,880,000 . 35,120,000 2,519,685 9,760,000 -
Une Soe Afrios 14,880,000 14,R80,000 - - - - - -
Yugoslovia - - 15,760,000 €61,256* - - - -
All othop foreign
countries (total) 6,560,000 6,560,000 6,080,000 6,080,000 17,840,000 17,840,000 6,080,000 €,080,000

*Imports as of January 8
untry designations asre those specified in Presidentiz! Proclumation No. 3257

The above co
Since that date the names of certzin countries have been changed.

of Septembter 22, 1958.

PRZPARED IN THZ BUREAU OF CUSTOUS



TREASURY DEPARTMERT
Washington, De Ce -

DAEDIATE RELEASE - 43
THURSDAY, JANUARY 11, 1962 D-357
PRELTMINARY DATA ON IMPORPS POR CONSUMPTION OF UNMANUFACTURED LEAD ARD ZING CHARGSABLE 70 THE m‘s ESTABLISHED
BY PRESIDENTIAL PROCLAMATION NO. 3257 0? SEPTEMBER 22, 1358
CUARTERLY QUOTA PERIOD = Janvery | = March 31, 1962
DMPORTS » Januery ! - Januery 6, i962 { or as noted)

.

ITEU 391 ITEM 392 ITEM 1393 ITEY 394
[R ¢ Lead bullion or bass tmllion, 3 :
: 32 ¢ 1s2d in pfzs and bars, lead ]
Country ¢  Leadebearing ores, flue dust,: dross, reslaimad lead, ssrap  : Zins-bearing ores of all kinds,: Zine 1a blociks, pigs, or slabs;
of s and zattes 3 lead; antimoalal lead, anti-- 3 except pyrites sontaeining not 3 old sad wornesut zims, fit
Production 3 ¢ monisl serap lead, type matal, : over 3% of zino 3 cnly to be remanufactursd, zine
3 z 21l alloys or oocobinations of 3 s dross; and zine skimings
2 s le2d nesepef, 3 3
'Qxarteriy uota tQuartarly Quota sQuartarly Cuota srarierly Quota
t Putiabdle Lead Imports 3 Dutiadle La3ad Iroorta 3 Dutlable Zins Ioports 3 By Faigzht Imports
{Pounds) {Pounds) (Pounds) (Pounds)

Augtralis 10,080,000 5,877,325* 23,630,000 9'93‘ R 157 - - - -
Belglan Congo - - - - = .- 55440,000 -
Belgium and s ’

Luxsaburg (total) - - - - - = 7,520, 7,065, kL8
Bolivia 5,040,000 1,£08,5u9* - - : . e - -
Canada 13,440,000 13,440,000 15,920,000 t,47¢,098% .66,480,000 14,418,193 37,840,000 4,269,278
Italy - - - - - T 3,600,000 -
Mexico - - 36,880,000 gk, 182 70,420,000 3,204,136 6,320,000 -
Peru 16,160,000 - 12,880,000 - 35,120,000 2,519,685 3,760,000 -
Un. So. Afriea 14,680,000 14,880,000 - - - - - -
Yugoslovia - - 15,759,000 661,256» - - - -
All other foreign : ,
osuntries (total) 6,560,000 6,56¢,000 6,080,000 6,080,000 17,840,000 17,840,000 6,080,000 €,080,000

*Imports es of January 8
The above country designations are those specified in Presidentizt Proclemetion No. 5257

of September 22, 1958.

Since that date the names of certein countries have been changed.



TRRASURY DEPARTAENT
Fashington, Do Ce 44

IMMEDIATE RELEASE
THURSDAY, JANUARY 11, 1962 ; D-358

PRELIMINARY DATA ON IMPORTS MR CONSUMPTION OF UNMANUFACTURED LEAD AND ZINC CHARGEABLE TO THE QUOTAS ESTABLISHED
BY PRESIDENTIAL PROCLAMATION NO. 3257 OF SEPTEMBER 22, 1958

GARTERLY GUOTA PERIOD « October | - December 31, 1961

IMPORTS © stoher I - December 31, 1961

ITeM 391 ITEM 392 ITEM 393 ITEM 394
[§ - ¢t Lead bullion or base bullfon, 3 ) ]
3 8 lead in pigs and bars, lead t 3
Country t Lead-bearing ores, flue dust,: dross, reslaimad lead, ssrap : Zins-bearing ores of all kinds,: Zino ia blooks, pigs, or slabs;
of H and zattes t lead, antimonlal lead, antl- 3 except pyrites sontaining not s old snd wornesut 2ins, it
Production t ¢ monial serap lead, type matal, : over 3% of zino t only to bs remanufaciurad, zine
3 t all alloys or combinations of 1t 4 dross, and zine skimmings
3 . $ lead nesep.fe H 2
sQuartoriy Quota sGuartariy Quota sQuartarly Qiota sQrartarliy CQuota
¢ Dutiabdble Lead Imports : Duiiabdbls Lsad Imvorta 3 Dutlable Zinc Imports : By Feizht _Imports
(Pounds) (Pounds) (Pounds) {Pounds)

Australia 10,080,000 10,080,000 23,680,000 23,680,000 - -

Bslglan Congo - - - . 55440,000 . 5,438,847
Belgium and .

Luxsaburg (total) - _ - - 7»520,000 7,520,000
Bolivia 5,040,000 5,040,000 - - - -
Canada ' 13,440,000 13,k40,000 15,920,000 15,920,000 65,480,000 66,480,000 37,840,000 37,810,000
Italy - - - 3,600,000 -
Mexiso - : 36,830,000 36,880,000 70,480,000 70,480,000 6,320,000 5,004,962
Peru 16,160,000 16,160,000 12,880,000 12,875,964 35,120,000 35,120,000 3,760,000 3,759,838
Un.. So. Africs 14,880,000 14,880,000 - - - -
Yugoslovia - 15,750,000 15,695,674 - e -
All other foreign ' ,

oountries (total) 6,560,000 6,560,000 6,080,000 6,080,000 17,840,000 17,840,000 6,030,000 6,080,000

The above country designations are those specified in Presidential Proclamaticn No. 3257
of September 22,7 1958.  8ince that datei the names of ceriain countries have been changed

PRZPARZD IN THZ BURTAU OF CUSTOMS



TREASURY DEPARTMENT

Fashington, D Ce 45
IMEDIATE RELEASE
THURSDAY, JANUARY 11, 1962 D-358

PRELIMINARY DATA ON IMPORTS POR CONSUMPTION OF UNMANUFACTURED LEAD AND ZING CHARGEABLE 70 THE QUOTAS ESTABLISHED
. BY PRESIDENTIAL FBOCLAMATION NO. 3257 OF SEPTEMEER 22, 1358

GUARTERLY QUOTA PERIOD « October | - December 31, 196i

IMPORTS = October I' - Pecember. 31, 1961

ITEX 1391 ITEM 392 m:u 393 JTEM 334

[R ¢ Lead bullfon or base buliion, : [}
3 t lsad in pigs and bars, lead 3 H
Country i Lead-bearing ores, flue dust,s dross, reslaimsd lead, ssrap ‘Zins-bearing ores of all kinds,: Zino 1a blooks, pigs, or slabs;
of i end =attes ¢ lead, antimonlal lsad, antl~- 3 except pyrites sontaining not 3 old snd wornesut zins, fit
Produstion ) ¢ monlsl serap lead, type matal, : over 3% of zino ¢ oaly to bs remanufacturad, zine
2 t all alloys or coabinations of 1 H dross, and zino sidamings
3 . - $ lo2d nesep.f, 2 b
:Quarteriy Quota sCuartarly Cuota ] :Quartarly Cucte :Qartariy Quota
t Dutfable Lead Imports s Dutiabla Laad Iroorts 3 Dutlable Zine Inports = By #eigzht _Imports
(Pounds} (Pounds) e {Pounds) (Pounds }
Australia 10,080,000 10,080,000 23,680,000 23,680,000 - -
Belglan Congo - - - . 5»440,000 - 5,438,847
Belgium and ' ’ N
Luxsaburg (total) - ) - - 75520, 000 7,520,000
Bolivia 5,040,000 5,o‘uo,ooq - T . : - ‘ ) - -
Canada 13,440,000 13,440,000 15,920,000 15,920,000 66,480,000 66,480,000 37,840,000 37,840,000
IW - hd A - - 3,600.(»0 =
Mexico - 36,880,000 36,880,000 - 70,480,000 70,180,000 6,320,000 5,004,962
Pera , 16,160,000 16,160,000 12,880,000 12,875,964 35,120,000 35,120,000 3»760,000 3,759,838
Un. Sos Afries 14,880,000 14,880,000 - - = -
Yugoslovia - . 15,760,000 15,695,674 - - i
All other foreign -
oountries (total) 6,560,000 6,560,000 6,080,000 6,080,000 17,840,000 17,840,000 6,080,000 6,080,000

The sbove country designations sre those specified in Presidential Proclamaticn No. 3257

of September 22,7 1958." Since that date the names of certain countries have been changed
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The Bureau of Customs announced today the following preliminary
figures showing the imports for consumption from January 1, 1961, to
December 30, 1961, inclusive, of commodities for which quotas were
established pursuant to the Philippine Trade Agreement Revision Act
of 1955:

5 Unit : Imports
Commodity :Established Annual : of : as of
Quota Quantity : Quantity: Deec. 30, 1961
Buttons.......c..... 765,000 Gross 261,567
CigarsS...vvvuunennnn 180,000,000 Number 7,428,947
Coconut oil......... 403,200,000 Pound 162,093,272
Cordage.......c..... 6,000,000 Pound 5,406,817

Tobacco............. 5,850,000 Pound 5,958,105
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IMMEDIATE RELEASE
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The Bureau of Customs announced today the following preliminary
figures showing the imports for consumption from January 1, 1961, to
December 30, 1961, inclusive, of commodities for which quotas were
established pursuant to the Philippine Trade Agreement Revision Act
of 1955:

D-359

% : Unit : Imports
Commodity :Established Annual : of : as of

: _ Quota Quantity : Quantity: Dec. 30, 1961
Buttons....ooeeaunns 765,000 Gross 261,567
Cigars......c.u... .. 180,000,000 Number 7,428,947
Coconut 0il......... 403,200,000 Pound 162,093,272
Cordage.....covveeens ‘ 6,000,000 Pound 5,406,817

Tobacco....... e 5,850,000 Pound 5,958,105
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COTTON WASTES
(In pounds)
COTTON CARD STRIPS made-from cotton having-a staple of less than 1~3/16 inches in length, COMBER
WASTE, LAP WASTE, SLIVER WASTE, AND ROVING WASTE s WHETHER OR NOT MANUFACTURED CR OTHERWISE
ADVANCED IN VALUE: Provided, however, that not more than 33-1/3 percent of the quotas shall
be filled by cotton wastes other than comber wastes made from cottons of 1-3/16 inches or more

‘in staple length in the case of the following countries: United Kingdom, France, Netherlands,
Switzerland, Belgium, Germany, and Italys ' )

, : Established : Total Imports : Established : Imports 1/

Country of Origin s TOTAL QUOTA : Sept, 20, 1961, to ¢ 33-1/3% of : Sept. 20, 1961

: SR S % Jan. 8., 1962 ¢ Total Quota : to Jan. 8, 1962
United Kingdom o . « o o 4,323,457 1,598,082 1,441,152 1,441,152
Canada « ¢ « ¢« ¢ o o « & 239,690 239,690 - -
France . o« o« « o« « ¢ oo 227,420 . -- 75,807 75,807 75,807
British Ind.ia e ® e s oo & 699627 69,627 - -
Netherlands « ¢ o o ¢ o » 68,240 22,747 22,747 22,747
S“itzerland ®» o o o o o o M’ 388 42 , 019 lh’ 796 12 N 505
Bngium ® @€ e e o o e o @ o 38,559 - ’12,853 -
Japan ® @ © © o o o o o o 3u,535 335’000 ) - -
china‘o ®» e e ® e 6 o o o 17,322 - - -
Emt e © o 6 o o © o o o 8,135 L . - - -
cub& e © o o S e o o o o 635“‘- - - -
Germafw e © o o o 8 o ¢ o 765329 34,462 25,“3 \ 23,484
Italy e o o o 6 o o 0.0 o - 2;1263 ) X 7,088 -
55,482,509 2,417,434 . 1,599,886 1,575,695

1/ Included in total imports, -column 2. ‘ ‘ ’

Prepared in the Bureau of Customs.

The country designations listed ‘in this press release are those
specified in Presidential Proclamation No. 2351 of September 5, 1939,
Since that date the names of certain countries have been changed.
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Preliminary data on imports for consumption of cotton and cotton waste chargeable to the quotas
established by the President's Proclamation of September 5, 1939, as amended

COTTON (other than linters) (in pounds)
Cotton under 1-1/8 inches other than rough or harsh under 3/4"
Tmports September 20, 1961, to January 8, 1962

Country of Origin Established Guota Imports Country of Origin Established Quota Imports
Feypt and the Anglo- A Honduras ceeiceesosoves 752 -
Egyptian Sudan ........ 783,816 779,456 ParagUay eceecocenconss 871 -
POTU et evennonennaannne 247,952 22,050 Colombia seveevecsooane 124 -
British India ........... 2,003,483 1,372,035 Ir8q eeevevreonens cenes 195 -
China e.vevvevnenvneannns 1,370,791 British East Africa ... 2,240 -
MOXICO evvvvennnnneennsss 8,883,259 8,883,259 Netherlands E. Indies . 71,388 -
Brazil ceveeeneeneaconsns 618,723 618,723 Barbados ..eeeeeenenns . - -
Union of Soviet }/Other British W. Indies 21,321 -
Socialist Republics ... 475,124 114,908 Nigeria oceeeveesnenens 5,377 -
Argentina «.......oion.. . 5,203 2/Other British W. Africa 16,00k -
Hoitl evevvvenneanennnes . 237 3/Other French Africa ... 689 -
ECUAdOY v revonionsss . 9,333 Algeria and Tunisia ... - -

i/ Other than Barbados, Bermuda, Jamaica, Trinidad, and Tobago.
2/ Other than Gold Coast and Nigeria.
3/ Other than Algeria, Tunisia, and Madagascar.

Cotton 1-1/8" or more
Imports August 1, 1961, - January 8, 1962

Established Quota (Global) - 45,656,420 Ibs.

Staple length Allocation Imports
1-3/8" or more 39,590,778 39,590,778
1-5/32" or more and under

1-3/8" (Tanguis) 1,500,000 548,588

1-1/8" or more and under
1-3/8" 4,565,642 4,565,642
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Preliminary data on imports for consumption of cotton and cotton waste chargeable to the quotas
established by the President's Proclamation of September 5, 1939, &s amended

COTTON (other than linters) (in pounds)
Cotton under 1-1/8 inches other than rough or harsh under 3/&"
TImports September 20, 1961, to January 8, 1962

Country of Origin Established Cuota Imports Country of Origin Established Quota Imports
Ezypt and the Anglo- . . Honduras ,.c..-. vesense 52 -
Egyptian Sudan ........ 783,816 779,456 Paraguay eececeecass ces 871 -
POYU vevrvevrnenncnnnns . - 247,952 22,050 Colombia «...... eaees X 124 -
British India ........... 2,003,483 1,372,035 Irag ceeceevoscanocans . 195 -
China ...eveeevncncnnen . 1,370,791 British East Africa ... 2,240 -
MOXICO vrvvveeennnnnonnns 8,883,259 8,883,259 Netherlands E. Indies . 71,388 -
Brazil eveveeeeenaeennnas 618,723 618,723 Barbados ...eeieeeennos - -
Union of Soviet ) _/Other British W. Indles . 21,321 -
Socialist Republics ... 475,124 114,908 Nigeria eceeeveesseecss . 5,377 -
Argenting e..eeeieeonann . 5,203 2/Other British W. Africa 16,004 -
Hoitl evevevecnnnnnnens e 237 , 3/Other French Africa ... 689 -

Ecuador «....oceens Teeeeas 9,333 ’ Algeria and Tunisia ... - -

1/ Other than Barbados, Bermuda, Jamaica, Trinidad, and Tobago.
2/ Other than Gold Coast and Nigeria.
§/ Otkher than Algeria, Tunisia, and_yadagascar.

Cotton 1-1/8" or more
Imports August 1, 1961, - January 8, 1962

Esteblished Quote (Global) - 45,656,420 Ibs.

Staple lLength Allocation Imports
1-3/8" or more 39,590,778 39,590,778
1-5/32" or more and under

1-3/8" (Tanguis) . 1,500,000 548,588

1-1/8" or more and under
1-3/8" 4,565,642 4,565,642
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- COTTON WASTES
(In pounds)

COTTOR CARD STRIPS made-from cotton having a staple-of less than 1-3/16 inches in length, COMBER
WASTE, LAP WASTE, SLIVER WASTE, AND ROVING WASTE, WHETHER OR NOT MANUFACTURED OR OTHERWISE
AT.WANCED IN VALUE: Provided, however, that not more than 33-1/3 percent of the quotas shall
‘be filled by cotton wastes other than comber wastes made from cottons of 1-3/16 inches or more
in staple length in the case of the following countries: '
Switzerland, Belgium, Germany, and Italys ’

United Kingdom, France, Netherlands,

: Established : Total Imports : Established : Imports 1/
Country of Origin ¢ TOTAL QUOTA : Sept. 20, 1961, to ¢ 33-1/3% of : Sept. 20, 1961
: i : Jan. 8. 1962 s+ Total Quota : to Jan. 8, 1962
United Kingdom « « « « o 4,323,457 1,598,082 1,441,152 1,441,152
Canada « ¢« « o « 2 o o & 239,690 239,690 - =
France « ¢« o o o o o 2o 227,420 . - 75,807 - 75,807 75,807
British India. « o« s o s 699627 69 ,627 - . . =
Netherlands « » o o o o o 68,240 22,747 22,747 22,747
Switzerland . « ¢« o o o o L1, ,388 42,019 - 14,796 12,505
Belgium ® '3 2 8 @ & 3 & o ) 38,559 - 12,853 -
Japa.n, e o . ¢ 8 o @ 9 o 2 o 3&9535 335,000 . ) - ’ -
china'q ® & © & o o e o o 17’322 - - -
Emt o @ o & o ® o o o @ 8,135 ’ - bd -
Cuba e © a ® 6 o o o o 6,5‘-4# - - - o ‘ -
GGI‘many ® © o o o & o o o 76,329 34’462 25,“}3 ) 23,484
It«aly o o e e e & o 0.0 o __ 2;3263 . 79088 . -
5,482,509 2,417,434 1,599,886 1,575,695

1/ Included in total imports, -column 2..

Prepared in the Bureau of Customs.

The country designations listed in .this press release are those
specified in Presidential Proclamation No. 2351 of September 5, 1939.
Since that date the names of certain countries have been changed.
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D-361

The Bureau of Customs announced today preliminary figures showing the
quantities of wheat and wheat flour authorized to be entered, or withdrawn
from warehouse, for consumption under the import quotas established in the
President's proclemation of May 28, 1941, as modified by the President's
proclamation of April 13, 1942, for the 12 months commencing May 29, 196l

as follows:

Wheat flour, semolina,
crushed or cracked

Wheat wheat, and similar
Country wheat products
of : ‘ :
Origin : Established : Imports : Established : Tmports
Quota :May 29, 191, : Quota :May 29, 1961,
: :to Jan. 8, 1962: :to Jan, 8, 1962
(Bushels) _ (Bushels) (Pounds) (Pounds)
Canada, 795,000 795,000 3,815,000 3,815,000
China - - 2l ,000 -
Hungary - - 13,000 -
Hong Kong ‘ - - 13,000 -
Japan - - 8,000 -
United Kingdom 100 - 75,000 -
Australia - - 1,000 150
Germany 100 - 5,000 -
Syria 100 - 5,000 -
New Zealand - - 1,000 -
Chile - - 1,000 i
Netherlands 100 - 1,000 -
Argentina 2,000 - 14,000 -
Italy 100 - 2,000 -
.Cuba - - 12,000 -
France 1,000 - 1,000 -
Greece - - 1,000 B
Mexico 100 - 1,000 -
Panama - - 1,000 -
Uruguay - - 1,000 -
Poland and Danzig - - 1,000 "
Sweden< - - 1,000 -
Yugoslavia - - 1,000 -
Norway - - 1,000 -
Canary Islands - - 1,000 -
Rumania 1,000 - - -
Guatemala 100 - - -
Brazil 100 - - -
Union of Soviet -
Socialist Republics 100 24 - -
Belgium - 100 - - -
800,000 795,024 4,000,000 3,815,150



IMMEDIATE RELEASE

THURSDAY, JANUARY 11, 1962,

TREASURY DEPARTMENT

Washington, D. C.

D-361

The Bureau of Customs announced today preliminary figures showing the
quantities of wheat and wheat flour authorized to be entered, or withdrawn
from warehouse, for consumption under the import quotas established in the
President's proclemation of May 28, 1941, as modified by the President's -
proclamation of April 13, 1942, for the 12 months commencing May 29, 1961,

as follows:

Wheat flour, semolina,
erushed or cracked

Wheat wheat, and similar
Country wheat products
of : :
Origin : Established : Imports : Established : Imports
Quota :May 29, 1%1, Quota :May 29, 1961,
: :to Jan. 8, 1962: :to Jan. 8, 1962
(Bushels) ~ (Bushels) (Pounds) (Pounds)
Canada 795,000 795,000 3,815,000 3,815,000
China - - 2,000 -
Hungary - - 13,000 -
Hong Kong - - 13,000 -
Japan - - 8,000 -
United Kingdom 100 - 75,000 -
Australia - - 1,000 150
Germany 100 - 5,000 -
Syria 100 - 5,000 -
New Zealand - - 1,000 -
. Chile - - 1,000 -
Netherlands 100 - 1,000 -
Argentina 2,000 - 14,000 -
Italy 100 - 2,000 -
Cuba - - 12,000 -
France 1,000 - 1,000 -
Greece - - 1,000 -
Mexico 100 - 1,000 -
Panama - - 1,000. -
Uruguay - - 1,000 -
Poland and Danzig - - 1,000 -
Sweden - 1,000 -
Yugoslavia - - 1,000 -
Norway - - 1,000 -
Canary Islands - - 1,000 -
Rumania 1,000 - - -
Guatemala 100 - - -
Brazil 100 - - -
Union of Soviet -
Socialist Republics 100 24 - -
Belgium 100 - - -
800,000 795,024 4,000,000 3,815,150
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. : Unit : Imports
Commodity : Period and Quantity : of : as of
:Quantity: Dec. 30, 1961
Absolute Quotas:
Butter substitutes, including
butter oil, containing 457% Calendar Year 1961-1,200,000 Pound Quota Filled
or more butter fat........ «eees.. Calendar Year 1962-1,200,000 Pound Quota Filled*
Cotton products, except cotton
wastes, produced in any stage
preceding the spinning into 12 mos. from
£ 3 0 « T Sept. 11, 1961 1,000 Pound Quota Filled
Peanuts, shelled, unshelled,
blanched, salted, prepared or
preserved (incl. roasted pea- 12 mos. from
nuts but not peanut butter)...... Aug. 1, 1961 1,709,000 Pound 682, 102%
Tung Oil...... ..o i, Nov. 1, 1961-
Jan. 31, 1962
Argentina 5,525,000 Pound 2,694, 254*
Paraguay 741,000  Pound 630%
Other Countries 234,000 Pound

*Tmports through January 8, 1962



IMMEDIATE RELEASE
THURSDAY, JANUARY 11, 1962

o
TREASURY DEPARTMENT ~

Washington
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The Bureau of Customs announced today preliminary figures showing the imports
for consumption of the commodities listed below within quota limitations from the
beginning of the quota periods to December 30, 1961, inclusive, as follows:

Commodity

Period and Quantity

: Unit
: of

: Imports
as of

:Quantity:Dec. 30, 1961
Tariff-Rate Quotas:
Cream, fresh or sour....... e Calendar Year 1,500,000 Gallon 282
Whole Milk, fresh or sour........ Calendar Year 3,000,000 Gallon 206
Cattle, 700 lbs. or more each
(other than dairy cows)......... Oct. 1, 1961-
Dec. 31, 1961 120,000 Head 42,708
Cattle less than 200 lbs. each... 12 mos. from
April 1, 1961 200,000 Head 32,107
Fish, fresh or frozen, filleted,
etc., cod, haddock, hake, pol-
lock, cusk, and rosefish......... Calendar Year 32,600,645  Pound Quota Filled
Tuna Fish.....coiviiiiiiiinnnn Calendar Year 57,114,714  Pound 56,252,179
White or Irish potatoes: .
Certified seed........c.covvvnt 12 mos. from 114,000,000 Pound 23,300,050
Other....ooeiiiiennnnnens Ceeen Sept. 15, 1961 36,000,000 Pound 2,597,395
Walnuts......... P Calendar Year 5,000,000 Pound Quota Filled
Stainless steel table flatware
(table knives, table forks, Nov. 1, 1961-
table sPOONS)...vvvvervennn ... Oct. 31, 1962 69,000,000 Pieces 47,211,133%

*Imports through January 5, 1962
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The Bureau of Customs announced today preliminary figures showing the imports
‘or consumption of the commodities listed below within quota limitations from the
seginning of the quota periods to December 30, 1961, inclusive, as follows:

: Unit Imports
Commodity Period and Quantity of as of
:Quantity:Dec. 30, 1961
lariff-Rate Quotas:
Jream, fresh or sour............. Calendar Year 1,500,000 Gallon 282
shole Milk, fresh or sour........ Calendar Year 3,000,000 Gallon 206
lattle, 700 lbs. or more each
(other than dairy cows)......... Oct. 1, 1961-
Dec. 31, 1961 120,000 Head 42,708
Cattle less than 200 lbs. each... 12 mos. from
April 1, 1961 200,000 Head 32,107
Fish, fresh or frozen, filleted,
etc., cod, haddock, hake, pol-
lock, cusk, and rosefish......... Calendar Year 32,600,645 Pound Quota Filled
Tuna Fish....... e Calendar Year 57,114,714  Pound 56,252,179
WVhite or Irish potatoes:

Certified seed.,...... vesseseees 12 mos. from 114,000,000 Pound 23,300,050
Other.......cccvvevevnn veeen .. Sept. 15, 1961 36,000,000 Pound 2,597,395
Walnuts............ i en e Calendar Year 5,000,000 Pound Quota Filled

Stainless steel table flatware
(table knives, table forks, Nov. 1, 1961-
table spoons).......v.vvvveve.. Oct, 31, 1962 69,000,000 Pieces 47,211,133%

*Imports through January 5, 1962



: : Unit Imports
Commodity : Period and Quantity of as of
: :Quantity: Dec. 30, 1961
Absolute Quotas:
Butter substitutes, including
butter oil, containing 457 Calendar Year 1961-1,200,000 Pound Quota Filled
or more butter fat............... Calendar Year 1962:1,200,000 Pound Quota Filledx
Cotton products, except cotton
wastes, produced in any stage .
preceding the spinning into 12 mos. from
FALM . c sttt unesnnsnsasarassaasas Sept. 11, 1961 1,000 Pound Quota Filled
Peanuts, shelled, unshelled,
blanched, salted, prepared or
preserved (incl. roasted pea- 12 mos. from
nuts but not peanut butter)...... Aug. 1, 1961 1,709,000 Pound 682, 102%
Tung Oil........ tetiiesrtsisssssaess Nov, 1, 1961-
Jan. 31, 1962
Argentina 5,525,000 Pound 2,694,254+
Paraguay 741,000 Pound 630%
Other Countries 234,000 Pound

*Imports through January 8, 1962
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COMPTROLLER OF THE CURRENCY
TREASURY DEPARTMENT
WASHINGTON 25

JAN 10 1962

ADDRESS REPLY TO
“COMPTROLLER OF THE CURRENCY"*

TO ALL NATTONAL BANKS:

Heretofore it has been the general policy and practice of this
Office in granting approval to an application for the establishment
of a branch to require that it open for business within a period of
not more than six months after approval. Similarly, extensions of
time have been granted for periods generally not exceeding six months.
Moreover, such applications have been initially addressed to this
Office for consideration.

Careful re-exesmination has resulted in the finding that these
policies and procedures are unrealistic, and have also placed a
heavy and unnecessary administrative burden on this Office.

Therefore, effective February 1, 1962, approval of all branch
applications will be granted with an expiration date of twelve
months. Extensions of time, when justified, will similarly be given
for a period up to twelve months. Reguests for extensions of time
must be submitted in writing directly to the office of the appropriate
District Chief National Bank Examiner no later than sixty days prior
to the original expiration date. Such requests for extension must
be supported by evidence of tangible progress toward establishment of
the branch.

Under normal circumstances, extensions of time for the establish-
ment of branches will not be granted unless the foregoing conditions
have been met.

e P

JAMES J. SAXON
Comptroller of the Currency



FOR IMMEDI/TE RELEASE Jannary 11, 1962
TREASURY WILL BORROW $1 BILLION BY
OFFERING MORE 4 PERCENT BONDS
The Preasury announced today that it will camplete the borrewing for its
present seasonal cash requirements by offering investors an additionsal $1
billion of the 4 percent bonds maturing October 1, 1968. About $1.4 billion
of thege bonds are alreedy cutstanding, of which sbout $1.2 billion are held
ovislide PFederal Reserve and other official sccounts. Subscriptions will be
received for one dsy only, on Monday, Jenuary 15, at a price of 83.75 (to
yield sbout 4.04%), plus the accrued interest from last October 1 to the pay-
ment date. Payment may be made through credit to Treasury tax and lean accounts,
and will be due on Jemusry 24.

In addition to the amoumt of bonds to be offered for public subscriptica,
the Secretary of the Treasury reserves the right to allot up to $100 million
of the bonds to Govermment Investment Accounts.

Any subscriptions for the bonds asddressed to r Federal Reserwve Bank or
Breach, or to the Treasurer of the United States, Washington 25, B. C., and
placed in the mail before midnight, January 15, will be considered as timely.

Subgeripltions to the 4 percent Treagury Bomds of 1968 from banking in-
stitutions gemerally for their cwn sccount and from States, political sub-
divisions or instrumentslities thereof, publie pension and retirement and
cther public funds, and dealers who make primary markets in Govermment securities
and report daily to the PFederzsl Reserve Bank of Few York thelr positions with
respect to Government securities and borrowings thereon, will be received
without deposit. BSubseriptions from all others must be accompanied by payment of
25 percent of the smount of bonds applied for, not subjset to withdrawal until
after sllotment. Subscripiions from commercizl benks for their cwn accouwnt will
be restricted in each case to an amount not exceeding S percent of the combined
ssount of time and savings deposits, including time certificates of deposit, or
15 percent of the combined capital, surplus and undivided profits, of the subscrib-
ing bank, vhichever is greater.

The Secretary of the Treasury reserves the right to reject or reduce any
subgeription, to allot less than the amount of bonds applied for, and to meke
different percentage allotments to various classes of subscribvers.

Commercial banks and other lenders are requested to refrain from meking
unsecured loans, or loans collateralized in whele or in part by the bonds sub-
scribed for, to cover the deposits reguired to be peld when subscriptions are
entered, and banks will be required to make the usual certification to that effect.

£1] subseribers to the bonds are reguired to agree not to purchase or to
sell or to meke any sgreements with regpect tc the purchase or sale or other
disposition of the additional bonds subscribed for under this offering, until
after midnight, January 15.

P
K -




TREASURY DEPARTMENT

WASHINGTON, 'D.C.

FOR IMMEDIATE RELEASE January 11, 1962

TREASURY WILL BORROW $1 BILLION BY
OFFERING MORE 4 PERCENT BONDS

The Treasury announced today that it will complete the borrowing for its
present seasonal cash requirements by offering investors an additional $1
billion of the 4 percent bonds maturing October 1, 1969. About $1.4 billion
of these bonds are already outstanding, of which about $1.2 billion are held
outside Federal Reserve and other official accounts. Subscriptions will be
received for one day only, on Monday, January 15, at a price of 99.75 (to
yield about 4.04%), plus the accrued interest from last October 1 to the pay-
ment date. Payment may be made through credit to Treasury tax and loan accounts,
and will be due on January 24.

In addition to the amount of bonds to be offered for public subscription,
the Secretary of the Treasury reserves the right to allot up to $100 million
of’the bonds to Government Investment Accounts.

Any subscriptions for the bonds addressed to a Federal Reserve Bank or
Branch, or to the Treasurer of the United States, Washington 25, D. C., and
placed in the mail before midnight, January 15, will be considered as timely.

Subscriptions to the 4 percent Treasury Bonds of 1969 from banking in-
stitutions generally for their own account and from States, political sub-
divisions or instrumentalities thereof, public pension and retirement and
other public funds, and dealers who make primary markets in Government securities
and report daily to the Federal Reserve Bank of New York their positions with
respect to Government securities and borrowings thereon, will be received

- without deposit. Subscriptions from all others must be accompanied by psyment of
25 percent of the amount of bonds applied for, not subject to withdrawal until
after allotment. Subscriptions from commercial banks for their own account will
be restricted in each case to an amount not exceeding 5 percent of the combined
amount of time and savings deposits, including time certificates of deposit, or
15 percent of the combined capital, surplus and undivided profits, of the subscrib-
ing bank, whichever is greater.

The Secretary of the Treasury reserves the right to reject or reduce any
subscription, to allot less than the amount of bonds applied for, and to make
different percentage allotments to various classes of subscribers.

Commercial banks and other lenders are requested to refrain from making
unsecured loans, or loans collateralized in whole or in part by the bonds sub-
scribed for, to cover the deposits required to be paid when subscriptions are
entered, and banks will be required to make the usual certification to that effect.

All subscribers to the bonds are required to agree not to purchase or to
sell or to make any agreements with respect to the purchase or sale or other
disposition of the additional bonds subscribed for under this offering, until
‘after midnight, January 15.

D~3 6 3 oOo



TREASURY DEPARTMENT
Washington
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52 January 12, 1962

FOR RELEASE UPON DELIVERY

STATEMENT OF THE HONORABLE DOUGLAS DILLON
SECRETARY OF THE TREASURY OF THE UNITED: STATES
UPON ARRIVAL IN OTTAWA OF THE AMERICAN MEMBERS
OF THE JOINT UNITED STATES-CANADIAN COMMITTEE

ON TRADE AND ECONOMIC AFFAIRS, FRIDAY,
JANUARY 12, 1962, 10:00 A M.

E

It is a genuine pleasure for my colleagues and me to be
in Ottawa for the Seventh meeting of the Joint United States-
Canadian Committee on Trade and Economic Affairs.

These frank and friendly consultations are proof positive
of the determination of our two governments to seek harmonious
resolution of the problems confrohting us in these difficult
and changing times.

We are looking forward to the discussions we shall¥have
here today and tomorrow with our Canadian colleagues, for we
are convinced that problems shared by our two countries can
best be solved in the spirit of candor and mutual understand-
ing that has always characterized the meetings of the Joint
Committee., We are equally convinced that the discussions
will better enable both Canada and the United States to take
advantage of the increasing opportunities for freer trade and
accelerated economic progress that lie ahead.

o0o
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TREASURY DEPARTMENT
Washington

January 12, 1962

FOR RELEASE UPON DELIVERY

STATEMENT OF THE HONORABLE DOUGLAS DILLON
SECRETARY OF THE TREASURY OF THE UNITED STATES
UPON ARRIVAL IN OTTAWA OF THE AMERICAN MEMBERS
OF THE JOINT UNITED STATES-CANADIAN COMMITTEE

ON TRADE AND ECONOMIC AFFAIRS, FRIDAY,
JANUARY 12, 1962, 10:00 A M.

It i1s a genuine pleasure for my colleagues and me to be
in Ottawa for the Seventh meeting of the Joint United States-
Canadian Committee on Trade and Economic Affairs.

These frank and friendly consultations are proof positive
of the determination of our two governments to seek harmonious
resolution of the problems confronting us in these difficult
and changing times.

We are looking forward to the discussions we shall have
here today and tomorrow with our Canadian colleagues, for we
are convinced that problems shared by our two countries can
best be solved in the spirit of candor and mutual understand-
ing that has always characterized the meetings of the Joint
Committee. We are equally convinced that the discussions
wlll better enable both Canada and the United States to take
advantage of the increasing opportunities for freer trade and
accelerated economic progress that lie ahead,

o0o
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FOR RELEASE UPON DELIVERY

TOAST DELIVERED BY THE BONORABLK DOUGLAS RILLOM,
SECRETARY OF TME TREASURY OF THE UNITED STATES,
AT A DINNER MEETING OF THE JOINT WNITED STATES-
CANADIAN COMMITTRE ON TRADE AND ECOMOMIC AFFAIRS,
OTTAWA COUNYRY CLUB, OTTAWA, CANABA,
FRIDAY, JANUARY 12, 1962, 3.09 P.M,

Honorable Ninisters and Distinguished Cuests:

The changing pattern of iantermational eveants is constantly
creating new ecomoaic problems -~ as well as fresh opportwumities --
for both Canada and the United States.

The resclution of these problems may m z:;ndjunnt. and
even sacrifice. The fulfillment of our opportumities will eall for
joint effort and cooperation. | 1 believe that be:;:h problems and op-
pertunities can best be met to our mutual benefit if we adhere to
our shared primciple of emcouraging expanded intermational trade by

reducing trade barriers.

We of the United States attach great importance to the mestings



TREASURY DEPARTMENT
Washington

January 12, 1962

FOR RELEASE UPON DELIVERY

TOAST DELIVERED BY THE HONORABLE DOUGLAS DILLON,
SECRETARY OF THE TREASURY OF THE UNITED STATES,
AT A DINNER MEETING OF THE JOINT UNITED STATES-
CANADIAN COMMITTEE ON TRADE AND ECONOMIC AFFAIRS,
OTTAWA COUNTRY CLUB, OTTAWA, CANADA,
FRIDAY, JANUARY 12, 1962, 8:00 P, M,

Honorable Minlisters and Distinguished Guests:

The changing pattern of international events 1s constantly crest-
ing new economlc problems -- as well as fresh opportunities -- for
both Canada and the United States.

The resolution of these problems may require readjJustment, and
even sacrifice. The fulfillment of our opportunities wlll call for
Joint effort and cooperation. I believe that both problems and
opportunities can best be met to our mutual benefit if we adhere to
our shared principle of encouraging expanded international trade by
reducing trade barriers.

We of the United States attach great importance to the meetings of
the Jolnt United States-Canadian Committee on Trade and Economics for
we are discussing more than matters of mutual adjustment. We are
discussing ways in which to take advantage of trading developments in
the whole new era opening up before us. Success in our efforts will
help to create an ever-rising level of material well-being, not only
for our own peoples, but for all free men, everywhere., It will also
augment the security of the free world,

We are, today, at an historic moment -- a crossroads, if you
will -~ and future generations may well look back upon the coming
months in international economic affairs as a period in which our
efforts helped measurably to shape thelr future for the better.

And now, I should like to propose a toast:

Gentlemen, the Queen!
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The security is a new denomination in the series of
Treasury Bills, the shortest term security sold by the Treasury,
Each Bill is distinguished by a portrait of a former Secretary
of the Treasury. The first of the $50,000 denomination were dated
Janugry_IS, 1962, and were issued today as part of the sale of
$2 billion of 365 day Treasury Bills to mature on January 15, 1963,
The new denomination was added to permit easiler handling of large
dollar amounts of Treasury Bills, and in so doing to save consid-
erable expense by the Government.

Although termed "Treasury Bills", these securities differp
from the familiar wallet-gize currency. in both size and usage.
?he Bills produced by the Treasury's Bureau of Engraving and Print-
ing are sold at a special type of auction each week, and the
resulting average price -- or discount below face value -- represents
the current weekly "Treasury Bill rate." They are also sold in

Special issues when the Treasury borrows funds within a short term
period of time. '

The likeness of Secretary Carter Glass on the new Bill is
an adaptation of an engraving made in 1919 by G. F. C. Smillie,
based on a photograph by Underwood and Underwood of New York City.
The recent adaptation was done by Charles A. Brooks.

Other members of the Glass family attending the ceremony
and to whom the brochures were presented were: Admiral Richard P.
Glass and wife of Washington, D.C.; Mrs. Elizabeth Glass Barlow
of Bronxville, N.Y.; Thomas R. Glass and wife, of Lynchburg,
Virginlia, a member of the House of Delegates of the Commonwealth
of Virginia; Carter Glass, III and wife and son, Carter, IV, of
Lynchburg, Virginla; General Manager of the News. and the Daily
Advance of that City; Miss Margaret Bannister of Charlottesville,
Virginia; Mrs. Susie Glass Lee and husband, Rev. Richard H. of ,
Reidsville, N.C,; Mrs. Jennie (Glass McDaniel of Lynchburg, Virginia
Mrs. Margaret Lucado Garlick of Charlottesville, Virginia; Powell ,
Glass, Jr. and wife and daughter Ann of Bay St. Louis, Mississippi,
Dr. Robert M. Boatwright of Danville, Virginia; and Mrs. Glenn B.
Updike, Jr., of Danville, Virginia.
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TREASURY DEPARTMENT

WASHINGTON, D.C.
January 15, 1962

FOR RELEASE AFTER 3:00 p.m.
January 15, 1962

NEW GOVERNMENT SECURITY TO HONOR CARTER GLASS

Secretary Douglas Dillon today announced the first issue of
a new $50,000 security in the Treasury Bill series at a ceremony
attended by members of the family of the former Senator Carter
Glass, whose portrait is engraved on the new security.

) Senator Harry F. Byrd of Virginia, Chairman of the Senate
Finance Committee, joined Treasury Secretary Dillon and
Under Secretary Henry H. Fowler in a ceremony in the latter's
office, in which hangs a portrait of Senator Glass- as Secretary
of the Treasury in President Woodrow Wilson's Cabinet.

Secretary Dillon welcomed to the Treasury 21 members of the
Glass family, including Dr. Meta Glass of Charlottesville, Virginia,
sister, and Mrs. John G. (Mary Archer Glass) Boatwright, daughter
of the former Secretary, who resides in Danville, Virginia.
Senator Byrd presented members of the family with a descriptive
brochure commemorating the issuance of the new security. The
brochure contains an enlarged illustration of the face of the new
Treasury Bill and a tribute to Carter Glass who served as Secre-
tary of the Treasury from December 16, 1918, until February 2,
‘192Q, when he resigned to accept appointment as Senator from«
Virginia. He served in the Senate for 26 years.

Secretary Dillon, in welcoming the group to the Treasury,
said that although Carter Glass's service to the country as Sena-
tor was over a longer span of years "his contribution as Secretary
of the Treasury was no less distinguished". The Secretary also
reminded his listeners that President Woodrow Wilson, on November
17, 1919, wrote to Secretary Glass, who was resigning his cabinet
post before entering the Senate:

"While your occupancy of the Office of Secretary of the
Treasury has been brief, the Administration of its
affairs under your guidance has moved forward to the
highest levels of efficiency and high devotion to the
public interest."

D-364



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 15, 1962

FOR RELEASE AFTER 3:00 p.m.
January 15, 1962

NEW GOVERNMENT SECURITY TO HONOR CARTER GLASS

Secretary Douglas Dillon today announced the first issue of
a new $50,000 security in the Treasury Bill series at a ceremony
attended by members of the family of the former Senator Carter
Glass, whose portrait is engraved on the new security.

Senator Harry F. Byrd of Virginia, Chairman of the Senate
Finance Committee, Jjoined Treasury Secretary Dillon and
Under Secretary Henry H. Fowler in a ceremony in the latter's
office, in which hangs a portrait of Senator Glass as Secretary
of the Treasury in President Woodrow Wilson's Cabinet. S

Secretary Dillon welcomed to the Treasury 21 members of the
Glass family, including Dr. Meta Glass of Charlottesville, Virginia,
sister, and Mrs. John G. (Mary Archer Glass) Boatwright, daughter
of the former Secretary, who resides in Danville, Virginia.
Senator Byrd presented members of the family with a descriptive
brochure commemorating the issuance of the new security. The
brochure contains an enlarged illustration of the face of the new
Treasury Bill and & tribute to Carter Glass who served as Secre-
tary of the Treasury from December 16, 1918, until February 2,
1920, when he resigned to accept appointment as Senator from
Virginia. He served in the Senate for 26 years.

Secretary Dillon, in welcoming the group to the Treasury,
sald that although Carter Glass's service to the country as Sena-
tor was over a longer span of years "his contribution as Secretary
of the Treasury was no less distinguished". The Secretary also
reminded his listeners that President Woodrow Wilson, on November
17, 1919, wrote to Secretary Glass, who was resigning his cabinet
post before entering the Senate:

"While your occupancy of the Office of Secretary of the
Treasury has been brief, the Administration of 1its
affairs under your guidance has moved forward to the
highest levels of efficiency and high devotion to the
public interest,"

D-364
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The security is a new denomination in the series of
Treasury Bills, the shortest term security sold by the Treasury.
Each Bill is distinguished by a portrait of a former Secretary
of the Treasury. The first of the $50,000 denomination were dated
January 15, 1962, and were issued today as part of the sale of
$2 billion of 365 day Treasury Bills to mature on January 15, 1963.
The new denomination was added to permit easier handling of large
dollar amounts of Treasury Bills, and in so doing to save consid-
erable expense by the Government.

Although termed "Treasury Bills", these securities differ
from the familiar wallet-size currency. in both size and usage.
The Bills produced by the Treasury's Bureau of Engraving and Print-
ing are sold at a special type of auction each week, and the
resulting average price -- or discount below face value -- represent
the current weekly "Treasury Bill rate." They are also sold in
special issues when the Treasury borrows funds within a short term
period of time.

The likeness of Secretary Carter Glass on the new Bill isg
an adaptation of an engraving made in 1919 by G. F. C. Smillie,
based on a photograph by Underwood and Underwood of New York City.
The recent adaptation was done by Charles A. Brooks.

Other members of the Glass family attending the ceremony
and to whom the brochures were presented were: Admiral Richard P.
Glass and wife of Washington, D.C.,; Mrs. Elizabeth Glass Barlow
of Bronxville, N,Y,; Thomas R. Glass and wife, of Lynchburg,
Virginia, a member of the House of Delegates of the Commonwealth
of Virginia; Carter Glass, III and wife and son, Carter, IV, of
Lynchburg, Virginia; General Manager of the News and the Daily
Advance of that City; Miss Margaret Bannister of Charlottesville,
Virginia; Mrs. Suslie Glass Lee and husbana, Rev. Richard H. of
Reidsville, N.C.; Mrs, Jennie Glass McDaniel of Lynchburg, Virginia;
Mrs. Margaret Lucado Garlick of Charlottesville, Virginla; Powell
Glass, Jr. and wife and daughter Ann of Bay St. Louls, Misslssippil,
Dr. Robert M. Boatwright of Danville, Virginia: and Mrs. Glenn B.
Updike, Jr., of Danville, Virginia.
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The follow frampastisis were made o direct and gearantesd securities
of the goveroosnt for Tressuwsy lovestuent and other sceounts Jduring the

PUTORBERE svcerravoves o GB,5TT,000.00
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IMMEDIATE RELEASE

TREASURY MARKET TRANSACTIONS IN NOWEMBER

During Nememwer 1961, market transactions
in direct and guaranteed securities of the
government for Treasury investment and other
accounts resulted in net, purchases by the

L7, Frb, >00
Treasury Department of




WASHINGTON, D.C.
January 15, 1962

FOR IMMEDIATE RELEASE

TREASURY MARKET TRANSACTIONS IN DECEMBER

During December 1961, market transactions
in direct and guaranteed securitiles 6f the
government for Treasury investment and other
accounts resulted in net purchases by the

Treasury Department of $27,826,200,

o0o
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71
STATUTORY DEBT LIMITATION
As of __December 31. 1961

Section 21 of S d Lib Bond A dod q Washington, Jan°15’ 1962“
ection 2] of Second Liberty Bond Act, as amended, provides that the f sligati i .
of that Act, and the face amount of obhgatio’ns guaranteea as to principal chia ?:t::‘::nl: ofh%bggﬁ::gnsialtsessu ?gxlézg?siz;hmty
anteed obligations as may be held by the Sectetary of the Treasury), **shall not exceed in the aggregate $285,000,000 Oooguar-
(Act of June 30, 1959; U.S.C., title 31, sec. 757b), outstanding at any one time. For putposes of this section the curfent te-
demption value of any obligation issued on a discount basis which is redeemable prior to maturity at the option of the holder
shal ldb§ cqnsgdered?slltsl falcgeéfmosnt.'d’_ The Act of ]uxge 30},1 196b1 (P.lL. 87-69 87th Congress) provides that during the
period beginning on July and ending June 30, 1962, the above limitation ($28 hall b ily in-
Peased by 313,000,000,006. . J , , ($285,000,000,000) shall be temporarily in.
The following table shows the face amount of obligations outstanding and the face amount which can still be issued
under this limitation:
Total face amount that may be outstanding at any one time §
Outstanding - $298 »000.000. OOOI
Obligations issued under Second Liberty Bond Act, as amended
Intetest-bearing :

Treasury bills $43,443,626,000
Certificates of indebtedness 5,509,218, 000 ,
Treasury notes ‘ 71, 526.282.000 $120 ,479,126.000
Bonds -
Treasury 759 ’4’85 ] 565 ’ 050
*Savings (current redemption value)___ 47,457,867,248
Depositary 153 N 621,500
R. E. A. series 22,619,000
Investment series 5,074,247,000 128 ,193,919, 798
Certificates of Indebtedness -
Foreign series 450,000,000
Foreign Currency series 46,285,000 496,285,000
Special Funds -
Certificates of indebtedness 6 ,_380 ’ 0914‘ , 000
- Treasury notes 6 N 921 ’ 833 9 000
Treasury bonds éO,ZlZ ,8 32 2000 43,519,764,000
Total interest-bearing 292, 689 »094,798
Matured, interest-ceased L60,582,410
Bearing no interest:
United States Savinigs Stamps 51, 637 ,810
Excess profits tax refund bonds 738,535
Special notes of the United States :
Internat’l Monetary Fund seties 2, 388,000,000
Internat’l Develop. Ass’n. series 115,304,400
Inter-American Develop. Bank seties 25,000,000 2,580,680,745
Total 295,730,357,953

Guaranteed obligations (not held by Treasury):
Interest-bearing :

Debentures: F. H. A. & DC Stad. Bds.___ 329, 671,000

Matured, interest-ceased 488,525 330,159,525
Grand total outstanding 226 N 060 1517 ,428_

Balance face amount of obligations issuable under above authority ‘ 1,939 ,}4'82,_5_22

Decenmber 31, 1961
December 29, 1961

Reconcilement with Statement of the Public Debt

(Daily Statement of the United States Treasury,

Qutstanding - (Date) 6. 168,761,215
Total gross public debt 296,11 O.Z = -
Guaranteed obligations not owned by the Treasury ‘
Total gross public debt and guaranteed obligations 296 :Z‘gg,zggsggg

Deduct - other outstanding public debt obligations not subject to debt limitation . 2 2404

296,060,517 ,“’78

D-366
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STATUTORY DEBT LIMITATION
As of _December 31, 1941

Washington, 'U-an'ISJ 1952,

Section 21 of Second Liberty Bond Act, as amended, ptovides that the face amount of obligations issued under authority
of that Act, and the face amount of obligations guaranteed as to principal and interest by the United States (except such guat-
anteed obligations as may be held by the Secretary of the Treasury), **shall not exceed in the aggregate $285,000,000,000
(Act of June 30, 1959; U. S. C,, title 31, sec. 757b), outstanding at any one time. For purposes of this section the current re-
demption value of any obligation issued on a discount basis which is redeemable prior to maturity at the option of the holder
shall be considered as its face amount.”” The Act of June 30, 1961 (P. L. 87-69 87th Congress) provides that during the
period beginning on July 1, 1961 and ending June 30, 1962, the above limitation ($285,000,000,000) shall be temporarily in-

creased by $13,000,000,000.

The following table shows the face amount of obligations outstanding and the face amount which can still be issued

under this limitation

Total face.amount that may be outstanding at any one time ‘ $298 ,000.000.000
Qutstanding -
Obligations issued under Second Liberty Bond Act, as amended
Interest-bearing :
Treasury bills $1+3 yul3,626 ,000
Certificates of indebtedness 5,509,218,000 o
Treasury notes . 71 9 526 > 282 9 000 $120 ,479 . 126 » 000
Bonds - } : ‘
Treasuty 75,485,565,050
*Savings (cutrent redemption value)___ 47,457,867 ,248
Depositaty 153, 621,500
R. E. A: serties 22, 619 » 000
Investment series ' _5,074,247,000 128,193,919,798
Certificates of Indebtedness -
Foreign series 450,000,000 i
Foreign Currency series - 46,285,000 496,285,000
Special Funds - .
Certificates of indebtedness 6,380,094, 000
- Treasury notes 6,921,533,000 )
Treasury bonds 30,217,8 37,000 43 .519,764,000
Total interest-bearing 292 » 689 ’ 094 N 798
Matured, interest-ceased 460,582,410
Bearing no interest:
United States Savings Stamps . 51, 637 N 810
Excess profits tax refund bonds 738 ,535
Special notes of the United States : )
Internat’]l Monetary Fund series 2, 388 ,000,000
Internat’l Develop. Ass’n. series . 115,304,400
Inter-American Develop. Bank series 25,000,000 2,580,630,745
Total 295 ;7303357 »953
Guaranteed obligations (not held by Treasury):
Interest-bearing : '
Debentures: F. H. A. & DC Stad. Bds.___ 329,671,000
Matured, interest-ceased 488 , 525 330,159,525 )
Grand total outstanding 296,060, 517,478
Balance face amount of obligations issuable under above authority 1,939,482 » 522
Reconcilement with Statement of the Public Debt Decem](:)neai):}l, 1961
(Daily Statement of the United States Treasury, December 29, 1961 )
Qutstanding ~ . (Dsts) ! .
Total gross public debt 296,168,761, 215
Guaranteed obligations not owned by the Treasury ' 330,159, 525
Total gross public debt and guaranteed obligations 296 :“’98 »920 ’740
Deduct - other outstanding public debt obligations not subject to debt limitation 438,403,262
296,060 , 517,478

D-366



FOR RELEASE &, X, #OWGPAPZAS, Japuary 15, 1962
Tussday, Jamuary 16, 1962,

RAESULES OF THEASURY'S WIRKLY BILL OFFRRIR0

The Tressury Department srnounosd lest evening bthet the tenders for Ywo series of
Treasury bills, one gerizs to be an additionmal issue of the billes dated Ootober 19, 1963,
and the other series to be dated Janusry 18, 1962, which were offersd on Jenuary 10, wen
opened at the Federal deserve Danks on January 15. Tenders were invited for
$3,100,000,000, or thervabouts, of Jl-day bills and for 600,000,000, er thereabout
182~day bills., The details of the two series are as follows:

ARBIE OF A0 : Fleday T 182«day Treagury bills
COMPETITIVE BIRE: _satudng atu Ly L7,

12 pereent of the msount of 9l-day bills bid for at the low price was accepled
57 peresnt of the amouvmt of 1¥2«day bills bid for st the low price was accepted

3

3

s

3

High t
§
3

TOTAL THHDERS APPLITD FO4 ARD AQCER
Mstriet Apsiied For
Cleveland 56,037,000
fiehsond iz 5%3 ey
stlanta 24,736,000
Chieage 208,199,000

5%, Louis * L0

Ainnsarolise 20 ,%ﬁﬂ%@@

Kansas City 45,255,000 93702 ;000 8,687,000
6,432,000 £,332,000
"

T BY PRORAAL AUSERVE DISTRICTS:

Accepted

I rAF

509,065,000
94165 ,000 11,165,000
1k, 703,000 3,508,000
22355,000 2,291,000
6,368,000 5,672,000
95’,%?;&@@ m,‘?%nm
8,419,000 6,70k, 000
75236,000 3,236,000

dn Mk 5 M om RS OF B2 Al N6 ¥R ms

Dallae 18,606,000 18,108,000 000
San Francises 126,593,000 95,065,000 5 27,427,000 11,723,000
?@ﬁ’ﬁw é? ﬁ}vgﬁs mj 3 m m pml ; ] 7&? pm ﬁ/ 3‘%1 F ] m ,%g ’W %Qf} ,153 ’m@ .

g Includes $260,913,000 noncompebitive tenders accepted at the average price of 99,30
B/ Inciudes $63,019,000 noncompetitive tenders accepted at the aversge price of J8.499
' on & coupon issus of the same lenglh and for the ssme aspunt invested, the return on
these bills would provide ylelds of 2.83%, for the 7leday bills, and 3.004, for the
162.day willa. Intersst retes on bills are quoted in lerms of baok discount with
the return related to the face amount of the bills payable at maturity rather thas
the samount iovested and thelr lengih in actual number of days related to a
year. In conbrast, yleldes on certilicates, notes, and bonds are somputed in terms
of intersst on the amount invested, and roleate the number of days remaining in an
interest payment period to the acbusl number of days in the period, with semi
sompounding i more than one eoupon period is invelved.

/J o ,,.,‘3 '/ ' e




WASHINGTON, D.C.

FOR RELEASE A. M. NEWSPAPERS, January 15, 1962
Tuesday, January 16, 1962.

RESULTS OF TREASURY'S WEEKLY BILI, OFFERING

The Treasury Department announced last evening that the tenders for two series of
Treasury bills, one series to be an additional issue of the bills dated October 19, 1961
and the other series to be dated January 18, 1962, which were offered on January 10, wer
opened at the Federal Reserve Banks on January 15. Tenders were invited for
$1.,100,000,000, or thereabouts, of 9l-day bills and for $600,000,000, or thereabouts, oi
182-day bills. The details of the two series are as follows:

RANGE OF ACCEPTED 91-day Treasury bills : 182-day Treasury bills
COMPETITIVE BIDS:. maturing April 19, 1962 : maturing July 19, 1962
' Approx. Equiv., Approx. Equiv.
Price Annual Rate : Price Annual Rate
Low 994297 2.781% s 98,196 2.975%
Average 99.300 2.770% 1/ 98.499 2.970% 1/

12 percent of the amount of 91-day bills bid for at the low price was accepted
57 percent of the amount of 182-day bills bid for at the low price was accepted

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted :+ Applied For Accepted

Boston s (OU, 15,7159, : 9100, s (3,

New York 1,538,285,000 661,685,000 s+ 1,11L,376,000 509,06l;,000
Philadelphia 34,989,000 16,989,000 9,165,000 lt,165,000
Cleveland 56,037,000 29,913,000 ; 1k, 703,000 8,508,000
Richmond 12,983,000 12,583,000 2,355,000 2,291,000
Atlanta 21,738,000 19,014,000 6,368,000 5,672,000
Chicago 208,199,000 151,879,000 : 95,887,000 30,998,000
St. Louis 111,006,000 3l4,006,000 8,419,000 6,704,000
Minneapolis 20,560,000 14,090,000 3 7,236,000 3,236,000
Kansas City 45,285,000 32,660,000 ; 9,902,000 8,687,000
Dallas 18,604,000 18,104,000 ; 6,432,000 5,332,000
San Francisco 126,593,000 95,065,000 27,427,000 11,723,000

TOTALS  $2,159,043,000  $1,101,747,0005/ $1,306,055,000  $600,153,000 t

a/ Includes $260,913,000 noncompetitive tenders accepted at the average price of 99.30d
E/ Includes $63,019,000 noncompetitive tenders accepted at the average price of 98.499°
l/ On a coupon issue of the same length and for the same amount invested, the return or
these bills would provide yields of 2.83%, for the 9l-day bills, and 3.06%, for the
182-day bills. Interest rates on bills are quoted in terms of bank discount with '
the return related to the face amount of the bills payable at maturity rather than
the amount invested and their length in actual number of days related to a 360-day

‘year. In contrast, yields on certificates, notes, and bonds are computed in terms
of interest on the amount invested, and relate the number of days remaining in an

interest payment periocd to the actual number of days in the period, with semiannua:
compounding if more than one coupon period is involved.
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sale o1 other disposition of Treasury bills does not have any special treatment, as
such, under the Internal Revenue Code of 1954. The bills are subject to estate,
inheritonce, gift or other cxeise taxes, wvhether Iederal or State, but are exempt Irom
511 Losetion now or hercafter lmposcd on the prineipel or interest thereof by eny State
or any of the posscssions of the United Stotes, or by any local taxing authority. For
purposes of taxstion The emount of discount al which Treasury bills are originally sold
by the United Stetes ls considercd to be intcrvest. Under Sections 454 (b) and 1221 (5)
o7 the Intcinel RBevenuve Code of 1954 the amount of discountv;t which bills issued here-
under are sold is not considered to accrue until such bills are sold, redeemed or other
wige disposed of, and such bllls arc excluded from consideration as. capital assets.
Accordingly, the owner of Trecasury bills (other than life insurance companies) issued
herzunder need include in his income lax return only the difference between the price
paid ror such billg, whether on original iscua o1 on subsequent pwrchase, and the amounr
actuvally received either upon salc or redemplion al malurity during the taxable year
for .which the return is made, as ordinary gain or loss.

Treasury Deportment Circular No. 418 (current revision) and this notice, prescribe
the terms of the Treasury bills ond govern the conditions of their issue. Copiles of the

circular msy be obtained from any Federal Rescive Bank or Branch.



printed forms and forwarded in the special envelopes which will be supplied by Federal
Reserve Banks or Branches on application thereflor.

Banking institutions generally may submit tenders for account of customers provided
the names of the customers are set forth in such tenders. Others than‘banking institu-
tions will not be permitted to submit tenders except for their own account. Tenders will
be received without deposit from incorporated banks and trust companies and from respon-
sible and recognized dealers in investuwent securities. Tenders from others must be
accompanied by payment of 2 percent of the face amount of Treasury bills applied for,
unless the tenders are accompanied by an express guaranty of payment by an incorporated
bank or trust c&mpany.

Immediately after the closing hour, tenders will be opened at the Federal Reserve
Banks and Branches, following which public announcement will be madé by the Treasury
‘Department of the amount and price range of accepted bids. Those submitting tenders
will be advised of the acceptance or rejection thereof. The Secretary of the Treasury
expressly reserves the right to accept or reject any or all tenders, in whole or in part,

and his action in any such respect shall be final. Subject to these reservations, non-

competitive tenders Tor $ 200§000 or less for the additional bills dated October 26,

TEX)

1961 , ( 91 deys remaining until maturity date on _ April 26, 1962 ) and

TXX)
noncompetitive tenders for $ 1005000 or less for the 182 -day bills without stated

price from any one bidder will be accepted in full at the average price (in three deci-
mels) of accepted competitive bids for the respective issues. Settlement for accepted
tenders in accordance wifh the bids must be made or completed at the Iederal Reserve Bank
on Jemaery 25, 1962 , in cash or other immediately available funds or in a like

]
face amount of Treasury bills maturing ___ Jenuary 25, 1962 . Cagh and exchange tender:

will receive equal treatwent. Cash adjustments will be made for differences between the
rar value of meturing bills accepted in exchange and the issue price of the new bills.
The income derived Tfrom Treasury bills, vhether interest or gain from the sale or

sther disposition of the bills, does not have any exemption, as such, and loss from the



TREASURY DEPARTMENT
Washington

FOR IMMEDIATE RELEASE, Januery 17, 1962

TREASURY 'S WEEKLY BILL OFFERING
The Treasury Department, by this public notice, invites tenders for two series

of Treasury bills to the aggregate amount of $ 1,700,000,000 , or thereabouts, for
X2

cash and in exchange for Treasury bills maturing Janu% 25, 1962 , in the amount

of $ 1,701,361%,000 | as follows:
o

91 -day bills (to maturity date) to be issued Jammery 25, 1962 R
in the amount of $ 1,100,000,000 , or thereabﬁs , represent-
ing an additional amoun‘gﬁzf bills dated OQetober 26, 1961 s ‘

____@.z._____
and to mature __égril 26, 1962 , originally issued in the

amount of $ 600,143,000 , the additional and original bills
(e

to be Treely interchangeable.

182 -doy bills, for $ 600,000,000 , or therecbouts, to be dated

January 25, 1962 and to mature ' .
(%) > i%i -

The bills of both series will be issued on a discount basis under competitive

and noncompetitive bidding as hereinalter provided, and at maturity their face amount
will be paycble without interest. They will be issued in bearer form only, and in
denominations of $1,000, $5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value).

Tenders will be received at Federal Reserve Banks and Brenches up to the closin
hour, one-thirty p.m., Bastcrn Standard time, Monday, J;gz;ry 22, 1962 ., Tenders

will not be received at the Treasury Department, Washington. Each tender must be

for an even multiple of $1,000, and in the case of competitive tenders the price
offered rmust be expressed on the basis of 100, with not more than three decimals,

e. g., 99.925, Tractions may not be used. It is urged that tenders be made on the

5 —3657



WASHINGTON, D.C.

January 17, 1962
FOR IMMEDIATE RELEASE

TREASURY'S WEEKLY BILL OFFERING‘

The Treasury Department, by this public notice, invites tenders
for two series of Treasury bills to the aggregate amount of
$ 1,700,000,000,0r thereabouts, for cash and in exchange for
Treasury bills maturing January 25, 1962, 4in the amount of
$ 1,701,361,000, as follows:

91-day bills (to maturity date) to be issued January 25, 1962,
in the amount of $1,100,000,000, or thereabouts, representing an
additional amount of bills dated October 26, 1961, and to
mature April 26, 1962, originally issued in the amount of
$ 600,143,000, the additional and original bills to be freely
Interchangeable.

182 -day bills, for $600,000,000, or thereabouts, to be dated
January 25, 1962, and to mature July 26, 1962.

The bills of both series willl be 1ssued on a discount basis under
competitive and noncompetitive bidding as herelnafter provided, and at
maturity thelr face amount will be payable without interest. They
‘will be issued in bearer form only, and in denominations of $1,000,
$5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value). :

Tenders wlill be recelved at Federal Reserve Banks and Branches
up to the closing hour, one-thirty p.m., Eastern Standard
time, Monday, January 22, 1962, Tenders will not be
recelved at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three decimals, e. g., 99.925. Fractions may not
be used., It 1s urged that tenders be made on the printed forms and
forwarded in the special envelopes which will be supplied by Federal
Reserve Banks or Branches on application therefor.

Banking Instltutions generally may submlt tenders for account of
customers provided the names of the customers are set forth in such
tenders. Others than banking institutions will not be permitted to
submit tenders except for their own account. Tenders will be receilved
without deposit from incorporated banks and trust companies and from
responsible and recognized dealers in investment securities. Tenders
from others must be accompanied by payment of 2 percent of the face
amount of Treasury bills applied for, unless the tenders are
accompanied by an express guaranty of payment by an incorporated bank
or trust company.

D-368
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Immediately after the closing hour, tenders will be opened at
the Federal Reserve Banks and Branches, following which public
announcement will be made by the Treasury Departmment of the amount
and price range of accepted blds, Those submitting tenders will be
advised of the acceptance or rejectlon thereof. The Secretary of
the Treasury expressly reserves the right to accept or reject any or
all tenders, in whole or in part, and his action in any such respect
shall be final., Subject to these reservations, noncompetitive
tenders for $200,000 or less for the additional billls dated
October 26, 1961, (91-days remaining until maturity date on
Ap—il 26, 1962) and noncompetitive tenders for $ 100,000
or less for the 182-day bills without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective 1ssues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on January 25, 1962,
in cash or other immediately avallable funds or in a like face
amount of Treasury bills maturing January 25, 1962. Cash and
exchange tenders will receive equal treatment. Cash adjustments
will be made for differences between the par value of maturing
bllls accepted in exchange and the lssue price of the new bills.

The income derived from Treasury bills, whether interest or
gain from the sale or other disposition of the bills, does not have
any exemption, as such, and loss from the sale or other dispositilon
of Treasury bills does not have any special treatment, as such,
under the Internal Revenue Code of 1954, The bills are subject to
estate, inheritance, gift or other excise taxes, whether Federal or
State, but are exempt from all taxatlon now or hereafter lmposed on
the prineipal or interest thereof by any State, or any of the
possessions of the United States, or by any local taxing authority.
For purposes of taxation the amount of discount at which Treasury
bllls are originally sold by the United States is considered to be
interest. Under Sections 454 (b) and 1221 (5) of the Internal
Revenue Code of 1954 the amount of discount at which bills 1ssued
hereunder are sold is not consldered to accrue until such bills are
sold, redeemed or otherwise disposed of, and such bills are excluded
from consideration as capital assets. Accordingly, the owner of
Treasury bills (other than 1ife insurance companies) issued hereunder
need include in his income tax return only the difference between
the price pald for such bills, whether on original issue or on
subsequent purchase, and the amount actually received either upon
sale or redemptlon at maturity during the taxable year for which the
return 1s made, as ordlnary gain or loss.

Treasury Department Circular No. 418 (current. revision) and this
notice prescribe the terms of -the Treasury bills and govern the

conditions of thelr issue. Coples of thHe circular may be obtained from
any Federal Reserve Bank or Branch,

00o



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 17, 1962
FOR IMMEDIATE RELEASE ry 9

RESULTS OF TREASURY'S CURRENT CASH OFFERING

The Treasury today announced a 60 percent allotment on subscriptions
in excess of $50,000 for the current cash offering of en additional
$1 billion, or thereabouts, of I percent Treasury Bonds of 1969. Sub-
scriptions for $50,000 or less will be allotted in full. Subscriptions
for more than $50,000 will be allotted not less than $50,000.

In addition to the amount allotted to the public, $100 million of
these bonds were allotted to Govermment Investment Accounts.

Reports received thus far from the Federal Reserve Banks show that
subscriptions for the bonds total about $1,619 million, of which about
$215 million were received from subscribers in the savings-type investor
groups, $1,258 million from commercial banks for their own account and
$146 million from all others.

Details by Federal Reserve Districts as to subscriptions and

allotments will be announced next week.

o000
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WASHINGTON, D.C.
January 17, 1962

FOR TIMMEDIATE RELEASE

RESULTS OF TREASURY'S CURRENT CASH OFFERING

The Treasury today announced a 60 percent allotment on subscriptions
in excess of $50,000 for the current cash offering of an asdditional
$1 billion, or thereabouts, of 4 perqgnt Treasury Bonds of 1969. Sub-
seriptions for $50,000 or less will be allotted in full. Subscriptions
for more than $50,000 will be allotted not less than $50,000.

In addition to the amount allotted to the public, $100 million of
these bonds were allotted to Government Investment Accodnts.

Reports received thus far from the Federal Reserve Banks show that
subscriptions for the bonds total ebout $1,619 million, of which about
$215 million were received from subscribers in the savings-type investor
groups, $1,258 million from commercial banks for their own account and
$146 million from all others.

Details by Federal Reserve Districts as to subscriptions and

allotments will be announced next week.,
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TREASURY DEPARTMENT

WASHINGTON, D.C.

January 18, 1962

FOR IMMEDIATE RELEASE
TREASURY DECISION ON TELEPHONE CABLE
UNDER THE ANTIDUMPING ACT

The Treasury Department has determined that paper-
insulated, lead~-covered telephone cable from Canada is not
being, nor likely to be, sold in the United States at less
than fair value within the meaning of the Antidumping Act.
Notice of the determination will be published in the Federal
Register.

Virtually. all of the shipments were for defense purposes
and the statistics as to the volume of imports are not

available.



WASHINGTON, D.C.

January 18, 1962

FOR IMMEDIATE RELEASE
TREASURY DECISION ON TELEPHONE CABLE
UNDER THE ANTIDUMPING ACT

The Treasury Department has determined that paper-
insulated, lead-covered telephone cable from Canada is not
being, nor likely to be, sold in the United States at less
than fair value within the meaning of the Antidumping Act.
Notice of the determination will be published in the Federal
Register.

Virtually all of the shipments were for defense purposes
and the statistics as to the volume of imports are not

avallable.
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It is my conviction that depreciation reform, including both
the administrative revision of depreciation guidelines and the
investment credit, is not only the best way to bring about a higher
investment level, but is absolutely necessary if we are to grow

at a more rapid rate and maintain widespread international confidence

in our currency.
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Summary and conclusion

I consider our program of depreciation reform -- including
the investment credit -- a central part of our economic policy.

Our two most important long-range economic problems today are to
stimulate growth in the domestic economy and to eliminate the
deficit in our balance of payments.

Comparison with other industrialized countries shows, as would
be expected, that those countries with higher levels of investment
in productive equipment have higher levels of economic expansion.

As for our balance of payments, the most effective way to eliminate
that deficit is to increase our exports. Indications are that other
countries have been modernizing more rapidly, thus stepping up their
productivity, lowering costs, and offering stiffer competition to

our own producers, not only in foreign markets, but in domestic markets
within the United States as well. To meet that competition our manu-
facturers need the increased stimulus to investment and modernization:
which can best be brought about by these changes in tax policy.

It is no exaggeration to say that at the present time, one of
the most important policy goals of the Administration is to increase
productive private investment, for both domestic and international
reasons. We need to make sure that our tax laws are fostering a

strong flow of funds into investment in new productive facilities.
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of textile products. This was followed, early this week, by simibr
action with respect to apparel manufacturers. Revised tax lives for
other segments of the textile dndustry are being developed as rapidly
as possible.

The Treasury accelerated action with respect to the textile industry
in response to the President's directive of May 2. Our actions taken

R i

thus far have provided reductions in Bulletin "

" guideline lives for
depreciation of machinery and equipment of about 40 percent, specifically
from 25 years or more to 15 years for production machinery and from

15 to 20 years to 12 years for finishing equipment in the textile mill
products industry and from 15 to 9 years for sewing equipment. Because
many firms were depreciating their assets on the basis of lives con-
siderably shorter than those suggested in Bulletin "FY, the actual
average reduction in tax lives will be—équal to 12 to 15 percent.

The new guidelines for the textile industry are designed to take into
account increased rates of cbsolescence due to such factors as accelera-
tion of technological innovation and increasingly intensive international
competition. They are far more realistic lives than the old ones and
will bring a reduction in the wide variance among firms in depreciation
allowances, thus improving equity. In addition, the new lives involve
fewer differences among closely related assets. They will recognize
the growing importance of the use of the system approach to factory
organization (in contrast with an assemblage of more or less unrelsted
machines). They will also simplify accounting for depreciation, and

facilitate the use of composite and group depreciation. ’i
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involves establishment of tax lives for broad classes of assets.
At the same time our procedures must be sufficiently flexible to
allow for recognition of the varying circumstances surrounding the
economics of the operation of individual firms within industries
as well as varying practices with respect to replacement policy,
intensity of use of machinery and equipment, and practices with
respect to repairs and maintenance.

Substantial simplification and elimination of controyersy between
the tax agent and the taxpayer will be achieved with the enactment
by Congress of that feature of the bill now before the Ways and
Means Committee which will permit disregarding the first 10 percent
of salvage value for purposes of computing annual depreciation charges.
Flexibility and simplification of the system of depreciation will
require one important safeguard. This important safeguard is avail-
able in the Treasury's proposal to tax as ordinary income gains from
the sale of depreciable assets to the extent of prior depreciation
charged after Deceﬁber 31, 1960. This amendment of section 1231 of
the Internal Revenue Code, now pending before the Ways and Means
Committee, will assist greatly in facilitating the achievement of
administrative depreciation practices that are fully in keeping
with the requirements of the economy of 1962.

As you know, we began to move ahead with our revision of depre-
ciation guidelines in October, when we announced new average useful

lives for machinery and equipment used in the spinning and weaving
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engineering studies and statistical analys<s will provide, on the
basis of information never before gathered in such volume and detail,
the necessary guidance for this full scale revision. Our basic
objective is to provide realistic tax lives in the light of past
actual practices and present and foreseeable technological innova-
tions and other factors affecting obsolescence. Following the
promulgation of the new guidelines, further revisions may be forth-
coming with respect to any particular industry on the basis of
subsequent engineering studies that may be requested and found
necessary.

Complementary to, but not subsidiary to this objective of pro-
viding realistic lives, is our aim of achieving a far more simple and
flexible system of depreciation under the directive of the Internal
Revenue Code which, as I indicated earlier, requires that "reasonable
allowances" for depreciation be permitted.

The existing Bulletin "F", with its suggested useful lives for
some 5,000 items of depreciable property, is a morass of detail. One
of the important goals of our revision program is to reduce this
detail. I intend to move toward guideline lives for broad classes
of assets used/%y each of the industries in our economy. The
Treasury Depreciation Survey has clearly demonstrated that one of
the major irritants now experienced by American business stems from
the detail of existing guidelines. A large proportion of our

respondents has expressed a strong preference for a system that
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The data presented in the bottom portion of Table 1 demonstrate
clearly that, especially within the first two years of the life of
an asset, even a revision to provide realistic tax lives will not,
by itself, place the United States in a position comparable to that
of its most immediate foreign competitors. The achievement of this
objective, rather, requires both the investment tax credit and the
faster write-offs that would be permitted under depreciation policies,
which, in broader recognition of the increasing importance of
obsolescence in the postwar world, would permit American firms to
assume shorter tax lives for depreciable property.

Reviewing this summary and analysis, three important conclusions
emerge: (1) Shorter tax lives alone will not do the job of bringing
American industry abreast of its foreign competitors with respect to
tax allowances for investment. (2) The investment credit will meke
a major contribution toward achieving that goal. (3) The eombina-
tion of the credit and the forthcoming revision of depreciation guide-
lines will place the United States on substantially equal footing with
other major industrial nations. These conclusions underscore the
necessity for the Treasury's two-pronged program of revised,
realistic depreciation and the investment credit.

Objectives of depreciation revision

It is my firm intention to announce new guidelines for depre-
ciation during the course of the spring of this year. These guidelines

will cover all major assets for all industries. The combination of
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This picture changes dramatically, however, when the proposed
investment credit enters. In terms of its effect on current liability,
the 8 percent investment tax credit is equivalent to an incentive
allowance of approximately 16 percent for corporations subject to the
52 percent corporate income tax rate and about 27 percent for
corporations subject only to the normal tax rate of 30 percent. &/

The bottom seven rows of Table 1 indicate the effect on comparable
allowances for new depreciable assets that would be achieved if the

8 percent investment tax credit were currently in force. Assuming

the existing weighted average Bulletin "F" life of about 19 years,

the equivalent first-year deductions would be 26.5 percent. In
combination with a somewhat shorter life of 15 years, we find that

the first year's equivalent deductions in the United States would

be equal to 29.3 percent of the cost of new depreciable assets.

This proportion is higher than that which obtains in Belgium, France,
West Germany, Italy, and the Netherlands. First-year deductions or
their equivalents would remain substantially higher than those per-
mitted in the United States only in Japan and the United Kingdom.

For the first five years of the life of the asset, permissible deduc-
tions would still exceed appreciably those allowed in the United States
in Belgium, France, Italy, the Netherlands, and Sweden. But allowances
in the United States would be approximately the same as those allowed

in Canada, West Germany, Japan, and the United Kingdom.

1/ Both the investment credit and the incentive allowance have greater
T overall effects than a similar initial allowance because they do not
reduce the amount of depreciation that may be taken over the life

of an asset.
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Table 1

Comparison of depreciation deductions, initial and incentive allowances 1
for industrial equipment in leading industrial countries with similar
deductions and allowances in the United States
under actual and various proposed plans

:Depreciation deductions, initial

:Representative : and incentive allowances
¢ tax lives : First : First 2 : First 5
: I year . years T years
(Percentage of cost of asset)
Belgium 8 years 22,5% 45,0% 92.5%
Camada, 10 30,0 Lh,0 TLok
France 10 25,0 43.8 7643
West Germany 10 20.0 36.0 67.2
Ttaly - 10 25,0 5040 100,0
Japan 16 L3,k 51,0 6842
Netherlands 10 2642 k9,6 85.6
Sweden 5 30.0 51.0 100,0
United Kingdom 27 39.0 46,3 64,0
United States:
Without investment credit and . -
lives equel to current Bulletin "F"| ;
weighted average of 19 years 10.5 19.9 ho,7
With lives of:
15 years 13.3 2.9 51.1
1L years 14,3 26.5 537
13 years 15.4 28.4 5646
12 years 16.7 30.6 59.8
11 years 18.2 33.1 63,0
10 years 20,0 36.0 67.2

With investment credit and lives
equal to current Bulletin "F"

weighted average of 19 years 26.5 35.9 58.7
With lives of: ,

15 years 29.3 40,9 67.1

14 years 30.3 L2.5 69.7

13 years 3Lk hh L 72,6

12 years 32.7 k6,6 7548

11 years 34,2 ko1 79.0

10 years 36,0 52,0 83.2
Treasury Department, Office of Tax Analysis January 18, 1962

]J The deductions and allowances for each of the foreign countries have been
computed on the basis that the investment qualifies fully for any special
allowances or deductions permitted. The deductions in the United States have
been determined under the double declining balance deprecistion method, without

regard to the limited firsteyear allowances for small business.
_2_/ For purposes of this table, the proposed 8 percent investment credit has been

considered as equivalent to a 16 percent investment sllowance. For corporabion
subject only to the 30 percent normal tax it is equivalent to an incentive allow
ance of 27 percent. The initiagl allowance of 20 percent of each yeart!s investue
up to $10,000, is not taken into account because of its relatively small impach
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incentive allowances. Initial allowances, which add very appreciably
to the deduction that may be taken in the year of acquisition of a
depreciable asset, are permitted in Canada, Italy, Japan, the
Netherlands, Sweden, and the United Kingdom.

The impact of ordinary depreciation plus initial and incentive
allowances on the amounts that may be deducted in the year in which
a new asset is acquired is shown in the second column of the table.
Here it may be seen that the percentage of the cost of an asset that
may be deducted in the first year ranges from 20 percent in West
Germany to 43.4 percent in Japan, compared with as low as 10.5 percent in
United States.

Columns 3 and 4 of Table 1 show the percentage of the cost of
the asset that may be deducted during the first two and first five
years of its life. Here, again, it may be seen that the deductions
permitted in each of the nine industrialized foreign countries com-
prise a far higher proportion of the cost of industrial machinery
and equipment than is permitted under current law and practices in
the United States. For the first five years of the life of the asset,
the relevant proportion falls within the range of 60 to TO percent
for West Germany, Japan, and the United Kingdom, between TO and 80
percent for Canada and France, and 85 to as much as 100 percent for
Belgium, Italy, the Netherlands, and Sweden. In sharp contrast, the
applicable percentage in the United States is 42.7 under the present

average Bulletin "F" life and 51.1 percent for the commonly used

15-year 1life.
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Depreciation abroad

Because American industry does not operate in a setting entirely
of our own making, but is actively in competition at home and abroad
with foreign producers, our practices with respect to depreciation
policy need to be examined in the light of foreign experience. Thus
the Treasury has gathered a substantial amount of information on
depreciation practices in leading foreign industrial nations from
a wide variety of published and unpublished sources, including our
Embassy personnel and officials of foreign govermments.

In today's highly competitive world we find widespread use of
initial allowances and incentive allowances supplementing deprecia-
tion charges. Thus for the major industrialized nations of the free
world -- Belgium, Canada, France, West Germany, Italy, Japan, the
Netherlands, Sweden, and the United Kingdom -- we have assembled
reliable information with respect not only to depreciation practices,
but also regarding initial and incentive allowances.

The information presented in the first column of Table 1 shows
that the typical or representative tax life permitted with respect
to production machinery and equipment in each of these countries,
except Japan and the United Kingdom, is substantially lower than it
is in the United States. Moreover, in addition to ordinary depre-
ciation, Belgium, the Netherlands, the United Kingdom, and under

certain conditions, Sweden, permit the deduction from income of



Another source of information being used is the major suppliers
of machinery and equipment to each of the industries. Officials of
the firms producing the various types of capital goods are being
interviewed with a view to obtaining insights into technological
developments which may be expected to have a bearing on the useful
life of the machinery and equipment used and expected to be used in
each of the industries.

Conferences with major trade associations and individual firms
representing large segments of these industries have been arranged.
At these conferences taxpayers and spokesmen for groups of taxpayers
have been encouraged to present briefs supporting each industry's
position with respect to depreciation policy. These conferences have
thus far proved to be an excellent forum for the exchange of views
between industry representatives, the Treasury and the technical
personnel of the Internal Revenue Service.

As a final step, an engineering report is being prepared by each
of the industry teams, setting out its findings and recommendations
with respect to the average useful lives of items of depreciable
property used in the industry studied. These reports are expected
to reflect the expert opinions of the engineers, after giving full

consideration to all of the factors brought into the picture.
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Each engineer assigned to a team has the experience and training
which qualify him to render expert opinion as to the useful life of
depreciable assets used in the industry under study. In most cases
the engineering team is made up of one engineer designated by the
Washington office and two field engineers.

After the bngineering teams were formed, they were assembled in
the national office simultaneously for briefing and general instructions.
At that time each team arranged a tentative schedule of activities,
including conferences with industry personnel and inspection trips
to selected representative plants.

The selection of these plants has been subject to extreme care,
so as to insure access to the greatest possible variety of operating
conditions within each industry. Inspection trips involve the
observation of actual plant operations and discussions with manage-
ment officials associated with each plant. The discussions are
designed to elicit management views as to the useful lives they
believe should be assigned to various items of depreciable property.
In order to secure fullest cooperation, all visits to plants have
been preceded by letters from the Commissioner of Internal Revenue
to the appropriate company officials, briefly explaining the project
and requesting cooperation and assistance.

Our engineers seek further information through the inspection
of plant records of purchases and retirements of machinery and
equipment and other records which may have a bearing on the tax-

payer's operating practices and policies.
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With the help of consultants the Treasury is proceeding as rapidly
as possible with the analysis of the data. Our findings thus far tend
to confirm those arrived at on the basis of the Treasury Depreciation
Survey in that they too tend to demonstrate that the existing depre-
ciation guidelines are outmoded and in need of revision.

The engineering studies

In order to supplement the statistical data being developed we
have also undertaken engineering studies. While statistical data show
what practice has been, engineering studies are designed to disclose the
nature of current and prospective technological developments. Internal
Revenue Service engineers have completed an engineering study of the
textile industry and are currently engaged in similar studies in the
following industries: aircraft, automobiles, electrical machinery and
equipment, machine tools, railroads, and steel. The six were selected
because they are large, basic industries and because, among them, they
represent major types of U.S. business activity. They also differ
widely in their level of automation and their recent experience with
technological change. The studies being conducted for these industries
are expected to be completed by the end of this month.

Because of their importance in our program of revision and because
of the widespread publicity which has been accorded to them, I shoudd
like to describe briefly for you the nature of our engineering studies.

For the purpose of carrying out our studies of the industries
named, seven teams of three engineers each were formed and each team

was assigned to conduct a study of one of the selected industries.
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The life of depreciable assets study

Our second study, designed to complement the Treasury Depreciation
Survey, was also started on a full scale in 1960 and pursued with sharply
stepped-up intensity after the beginning of 1961. This study, known as
the Life of Depreciable Assets Study, is based on a tabulation of the
detailed depreciation information submitted on 1959 corporation income
tax returns. The data are drawn from the returns of a large representa~
tive statistical sample of more than 50,000 corporations. It is designed
to provide more detailed information by asset type, year of acquisition,
and depreciation method used than that obtained from the Treasury Depre-
ciation Survey. Moreover, whereas the latter provides information
primarily for corporations with assets in excess of $5 million, the LDA
covers the full range of corporations classified by size.

The great mass of data provided by the Life of Depreciable Assets
Study is indicated by the fact that when all of the tabulations have
been delivered to the Treasury they will be contained in a pile of
documents that will stand seven feet high. Final deliveries are
expected within the next few weeks. I regard this unprecedentedly
detailed and massive compilation of data as a potential source of
information of great value. It will not only provide hitherto unavail-
able information on depreciation practices, but it will also be
extremely useful as a source of information that has not been avail-
able in the past on many aspects of the operation of our corporate

economy .
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of the depreciation system. With the cooperation of the Small Business
Administration, the questionnaire portion of the survey materisal was
also mailed to approximately 7,600 small businesses. Completed returns
were received from about 2,000 of the large corporations and 1,300 of
the smaller firms.

A preliminary report on the questionnaire portion of this survey,
dealing chiefly with business opinions on alternative approaches to
depreciation reform, was issued in‘January 1961. Early in 1961 the pro-
cessing of the statistical data was accelerated and by the fall of that
year, thanks to the prodigious efforts put forth by the Statistics Division
of the Internal Revenue Service, the compilations of the data were completed.

These compilations provide a vast mass of data which the Treasury is
intensively engaged in analyzing. This analysis is not yet complete, but
some indications of the nature of the findings may be indicatedy;t this
point. The 1,900 corporations which responded with usable data account
for close to one-half of all corporate depreciable assets and approximately
half of all corporate depreciation charges taken in 1959.

The survey results available at this date indicate that in general
depreciation charges allowed to American corporations have by no means
been liberal. This conclusion is based on two major findings. One is
that the amount of fully depreciated assets reported is surprisingly
small. The other is that the ratio of depreciation reserves to gross
depreciable assets is below the level commonly accepted as a measure of

conservative depreciation practices.
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The Treasury depreciation studies

In order to obtain fuller insight into the problem, the Treasury, in
1960, initiated two major studies designed to provide an adequate factual
background on the operation of existing depreciation practices and tax
lives actually being used. We have, in addition, carefully studied depre-
ciation practices in nine of the other leading industrial nations of the
world.

Both of the Treasury's major depreciation studies are elaborate,
detailed, statistical surveys. One is based on a questionnaire survey of
corporations. The other draws its data from a tabulation of information
contained in the depreciation schedules submitted as part of the corporate
income tax returns for 1959. These studies were first undertaken on a
pilot study basis in 1959, designed to test their feasibility and to perfect
statistical procedures.

The Treasury depreciation survey

In July 1960 the Treasury Department asked approximately 2,700 large
corporations to supply information on the amount of their depreciable assets,
reserves for depreciation, depreciation deductions, and fully depreciated
property, as well as the service lives being used in the depreciation of
various types of property, and the extent to which the new methods of
depreciation permitted under the Internal Revenue Code of 1954 had been
adopted. In addition, a questionnaire was distributed to these corpora-
tions requesting information on depreciation practices, experience under

the existing law, and opinions on various alternative proposals for revision
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This policy has since been incorporated into the regulations under the
1954 Internal Revenue Code.

The Revenue Act of 1954 marked an important new direction in depre-
ciation policy. New liberalized methods--the declining-balance method
at twice the corresponding straight-line rate and the sum-of-the-years-
digits formula--were specifically authorized. These new methods permit
acceleration of the timing of deductions for depreciation and concentrate
more of the capital recovery for tax purposes in the early years of an
asset's life. However, neither the 1954 Code nor administrative policy
provided changes with respect to useful lives over which assets might
be written off.

In the period following the 1954 Code liberalization the Treasury
continued to study the question of useful life determination and possible
revision of Bulletin F. It was recognized that Bulletin F was outmoded,
but the task of carrying through a realistic revision proved difficult.

One major project the object of which was to revise Bulletin F was
undertaken by the Treasury with the cooperation of non-government advisers
in the years 1956 to 1958. This project provided suggested new guideline
schedules for tax lives, but the Treasury believed that these schedules
did not give adequate recognition to increasingly rapid obsolescence

and,consequently, did not indicate a sufficient shortening of useful

lives in many cases.
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allowances in a manner which would be more equitable than an arbitrary

and broadside percentage reduction. This proposal was accepted by the
Congressional committees and the Treasury proceeded to issue its now
rather famous T. D. 4422. This document shifted to the taxpayer the burden
of proof as to the correctness of depreciation and paved the way for re-
determining useful lives of depreciable property for tax purposes along
more stringent lines. Following the issuance of T.D. L4422, the adminis-
tration of depreciation was considerably tightened, although the extent

of readjustment has sometimes been exaggerated.

Subsequently, in 1942, the still used Bulletin F was issued as a guide
to tax lives. Conflict and controversy between taxpayers and administra-
tive officials continued, although eased somewhat by several developments.

The first of these were the provisions for accelerated amortization
for defense and defense related facilities, adopted as emergency measures
in 1940 and again in 1950. In 1946 more general administrative approval
was given to the use of the 150 percent declining-balance method of comput-
ing depreciation. A major change in administrative policy was introduced
in 1953. This new policy, designed to reduce controversies over deprecia-
tion, was contained in Revenue Rulipgs 90 and 91. These new rulings
implied in large measure a return?;; pre-1934 arrangements. They stated,
in effect, that the Internal Revenue Service would generally not disturb
depreciation deductions claimed and revenue agents would propose adjust-

ments only where there was a clear and convincing basis for a change.
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deduction a reasonable allowance for the exhaustion, wear and tear
(including a reasonable allowance for obsolescence)...." of property used
in a trade or business or held for the production of income.

Brief history of depreciation under the income tax

Because I believe that the history of administrative and legislative
procedures in the depreciation area will help to place the present situation
in proper focus, I shall briefly describe that history.

For the twenty years following the introduction of our modern income
tax, considerable freedom was allowed to the taxpayer in the determination
of depreciation. Deductions taken by taxpayers for depreciation were
generally not challenged by the Internal Revenue Service unless it could
be shown by clear and convincing evidence that they were unreasonable.
Through most of this period tax rates were relatively low--the top rates of
the corporate and personal income taxes, for example, were at 12.5 and 25
percent, respectively--and depreciation evoked few problems.

However, in the early thirties when tax rates were raised substantially,
Congress became very much concerned about the level of depreciation allowance
In 1933 a Subcommittee of the Committee on Ways and Means reviewed deprecia-
tion policy in connection with the major tax revision of 1934, It reported
that excessive depreciation was being taken and recommended legislation to
provide a 25 percent across-the-board reduction in depreciation allowances
for the next three years.

The Treasury objected to this approach and suggested instead that

it be permitted administrative discretion to tighten up depreciation



Introduction

Depreciation is one of the most difficult items of business costs
to deal with under income tax accounting. As a charge against income or
addition to business costs, it is designed to spread the cost to business
of using depreciable capital assets over their useful ecconomic lives. Its
purpose is to charge to each accounting year a proportion of -the original
cost of each asset so that over the life of the asset there will be re-
flected its loss of value due to wear and tear, including the destructive
forces of the elements, and obsolescence.

At best, the depreciation to be charged against each year's income
can be only an informed estimate. Establishing the rate at which any given
asset is to be depreciated over its economically useful life is made
particularly difficult by the fact that obsolescence is & function of
prospective developments and future changes in technology, wage rates
relative to the cost of capital, competitive conditions, consumer tastes,
preferences and demand, and other forces that cannot be foreseen with
accuracy. And it is not surprising that depreciation for income tax pur-
poses has long been a subject of controversy among accountants, economists,
and lawyers, and between the taxpayer and those responsible for adminis-
tration of the income tax. In consequence it is appropriate that the
general rule governing depreciation, as set forth in the Internal Revenue

Code of 1954, states only that "There shall be allowed as a depreciation
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The changes being made will assist American business in its efforts
to modernize and expand. The law calls for a reasonable allowance
for depreciation, including a recognition of obsolescence as a factor.
The new guidelines will be designed to meet this requirement.

The new guidelines will be based on three major sources of informa-
tion. The first, initiated by my predecessor, is a survey of business
opinion and practice regarding depreciation. The second, also started
by Secretary Anderson, is a study based on information drawn from
corporate tax returns. This was designed to supply additional data
on actual current experience. The third, begun late last year, is a
group of engineering studies of six major industries aimed at supple-
menting the statistical data. In addition, we have studied foreign
depreciation laws and practices.

Although our work has not been completed, there is sufficient

evidence to indicate a real need for revision. We also plan to

establish procedures for continuous review and revision of the new
guidelines to take account of current developments affecting depreciation.

This administrative revision of depreciation ~- if complemented by
the investment credit now before the Congress -- will place American

industry on a substantially equal footing with its foreign competitors.
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I am happy to have this opportunity to appear before this
Committee to discuss the work the Treasury has been doing in the area
of depreciation reform. As you know, the first step of this reform
was completed last fall with, the announcement of new depreciation
guidelines for a major part of the textile industry. A further step
was taken this week with the announcement of new guidelines for machinery
and equipment used by apparel manufacturers. This spring we plan to
announce new guldelines for major types of assets for all other
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The changes being made will assist American business in its efforts
to modernize and expand. The law calls for a reasonable allowance
for depreciation, including a recognition of obsolescence as a factor.
The new guidelines will be designed to meet this requirement.

The new guidelines will be based on three major sources of informa-
tion. The first, initiated by my predecessor, is a survey of business
opinion and practice regarding depreciation. The second, also started
by Secretary Anderson, is a study based on information drawn from
corporate tax returns. This was designed to supply additional data
on actual current experience. The third, begun late }ast year, is a
group of engineering studies of six major industries aimed at supple-
menting the statistical data. In addition, we have studied foreign
depreciation laws and practices.

Although our work has not been completed, there is sufficient
evidence to indicate a real need for revision. We also plan to
establish procedures for confinuous review and revision of the new

guidelines to teke account of current developments affecting depreciation.
This administrative revision of depreciation -- if complemented by
the investment credit now before the Congress ~- will place American

industry on a substantially equal footing with its foreign competitors.
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Introduction

Depreciation is one of the most difficult items of business costs
to deal with under income tax accounting. As a charge against income orl
addition to business costs, it is designed to spread the cost to business
of using depreciable capital assets over their useful economic lives. Its
purpose is to charge to each accounting year e proportion of the original
cost of each asset so that over the life of the asset there will be re-
flected its loss of value due to wear and tear, including the destructive
forces of the elements, and obsolescence.

At best, the depreciation to be charged against each year's income
can be only an informed estimate. Establisbing the rate at which any given
asset is to be depreciated over its economically useful life is made
particularly difficult by the fact that obsolescence is a function of
prospective developments and future chaﬁges in technology, wage rates
relative to the cost of capital, competitive conditions, consumer tastes,
preferencés and demand, and other forces that cannot be foreseen with
accuracy. And it is not surprising that depreciation for income tax pur-
poses has long been a subject of controversy among accountants, ec0nomists,
and lawyers, and between the taxpayer and those responsible for adminis-
tration of the income tax. In consequence it is appropriate that the
general rule governing depreciation, as set forth in the Internal Revenue

Code of 1954, states only that "There shall be allowed as a depreciation
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deduction a reasonable allowance for the exhaustion, wear and tear
(including a reasonable allowancq for obsolescence)...." of property used
in a trade or business or held for the production of income.

Brief history of depreciation under the income tax

Because I believe that the history of administrative and legislative
procedures in the depreciation area will help to place the present situation
in proper focus, I shall briefly describe that history.

For the twenty years following the introduction of our modern income
tax, considerable freedom was allowed to the taxpayer in the determination
of depreciation. Deductions taken by taxpayers for depreciation were
generally not challenged by the Internal Revenue Service unless it could
be shown by clear and convincing evidence that they were unreasonable.
Through most of this period tax rates were relatively low--the top rates of
the corporate and personal income taxes, for example, were at 12.5 and 25
percent, respectively--and depreciation evoked few problems.

However, in the early thirties when tax rates were raised substantially,
Congress became very much concerned about the level of depreciation allowances.
In 1933 a Subcommittee of the Committee on Ways and Means reviewed deprecia-
tion policy in connection with the major tax revision of 1934. It reported
that excessive depreciation was being taken and recommended legislation to
provide a 25 percent across-the-board reduction in depreciation allowances
for the next three years.

The Treasury objected to this approach and suggested instead that

it be permitted administrative discretion to tighten up depreciation
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allowances in a manner which would be more equitable than an arbitrary

and broadside percentage reduction. This proposal was accepted by the
Congressional committees and the Treasury proceeded to issue its now

rather famous T. D, 4422. This document shifted to the taxpayer the burden
of proof as to the correctness of depreciation and paved the way for re-
determining useful lives of depreciable property for tax purposes along
wmore stringent lines. Following the issuance of T.D. 4422, the adminis-
tration of depreciation was considerably tightened, although the extent

of readjustment has sometimes been exaggerated.

Subsequently, in 1942, the still used Bulletin F was issued as a guide
to tax lives. Conflict and controversy between taxpayers and administra-
tive officials continued, although eased somewhat by several developments.

The first of these were the provisions for accelerated amortization
for defense and defense related facilities, adopted as emergency measures
in 1940 and again in 1950. In 1946 more general administrative approval
was given to the use of the 150 percent declining-balance method of comput-
ing depreciation. ‘A mejor change in administrative policy was introduced
in 1953. This new policy, designed to reduce controversies over deprecia-
tion, was contained in Revenue Rulings 90 and 91. These new rulings
implied in large measure a return to pre~1934 arrangements. They stated,
in effect, that the Internal Revenue Service would generally not disturb
depreciation deductions claimed and revenue agents would propose adjust-

ments only where there was a clear and convincing basis for a change.
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This policy has since been incorporated into the regulations under the
1954 Internal Revenue Code.

The Revenue Act of 195k marked an important new direction in depre-
ciation policy. New liberalized methods--the declining-balance method
at twice the corresponding straight-line rate and the sum-of-the-years-
digits formula--were specifically authorized. These new methods permit
acceleration of the timing of deductions for depreciation and concentrate
more of the capital recovery for tax purposes in the early years of an
as;et's life. However, neither the 1954 Code nor administrative policy
provided changes with respect to useful lives over which assets might
be written off.

In the period following the 1954 Code liberalization the Treasury
continued to study the question of useful life determination and possible
revision of Bulletin F. It was recognized that Bulletin F was outmoded,
but the task of carrying through a realistic revision proved difficult.

One major project the object of which was to revise Bulletin F was
undertaken by the Treasury with the cooperation of non-government advisers
in the years 1956 to 1958. This project provided suggested new guideline
schedules for tax lives, but the Treasury believed that these schedules
did not give adequate recognition to increasingly rapid obsolescence
and,consequently, did not indicate a sufficient shortening of useful

lives in many cases.



-7..

The Treasury depreciation studies

In order to obtain fuller insight into the problem, the Treasury, in
1960, initiated two major studies designed to provide an adequate factual
background on the operation of existing depreciation practices and tax
lives actually being used. We have, in a&dition, carefully studied depre-
ciation practices in nine of the other leading industrial nations of the
world.

Both of the Treasury's major depreciation studies are elaborate,
detailed, statistical surveys. One is based on a questionnaire survey of
corporations. The other draws its data from a tabulation of information
contained in the depreciation schedules submitted as part of the corporate
income tax returns for 1959. These studies were first undertaken on a
pilot study basis in 1959, designed to test their feasibility and to perfect
statistical procedures.

The Treasury depreciation survey

In July 1960 the Treasury'Department asked approximately 2,700 large
corporations to supply information on the smount of their depreciable assets,
reserves for depreciation, depreciation deductions, and fully depreciated
property, as well as the service lives being used in the depreciation of
various types of property, and the extent to which the new methods of
depreciation permitted under the Internal Revenue Code of 1954 had been
adopted. In addition, a questionnaire was distributed to these corpora-
tions requesting information on depreciation practices, experience under

the existing law, and opinions on various alternative proposals for revision
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of the depreciation system. With the cooperation of the Small Business
Administration, the questionnaire portion of the survey material was
also mailed to approximately 7,600 small businesses. Completed returns
were received from about 2,000 of the large corporations and 1,300 of
the smaller firms.

A preliminary report on the questionnaire portion of this survey,
dealing chiefly with business opinions on alternative approaches to
depreciation reform, was issued in January 1961. Early in 1961 the pro-
cessing of the statistical data was accelerated and by the fall of that
year, thanks to the prodigious efforts put forth by the Statistics Division
of the Internal Revenue Service, the compilations of the data were completed,

These compilations provide a vast mass of data which the Treasury is
intensively engaged in analyzing. This analysis is not yet complete, but
some indications of the nature of the findings may be indicated at this
point. The 1,900 corporations which responded with usable data account
for close to one-half of all corporate depreciable assets and approximately
half of all corporate depreciation charges taken in 1959.

The survey results available at this date indicate that in general
depreciation charges allowed to American corporations have by no means
been liberal. This conclusion is based on two major findings. One is
that the amount of fully depreciated assets reported is surprisingly
small., The other is that the ratio of depreciation reserves to gross
depreciable assets is below the level commonly accepted as a measure of

conservative depreciation practices.
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The life of depreciable assets study

Our second study, designed to complement the Treasury Depreciation
Survey, was also started on a full scale in 1960 and pursued with sharﬁly
stepped-up inﬁensity after the begiﬁning of 1961. This study, known as
the Life of Depreciable Assets Study, is based on a tabulation of the
detailed depreciat;on information submitted on 1959 corporation income
tax returns. The data are drawn from the returns of a large representa-
tive statistical sample of more than 50,000 corporations. It is designed
to provide more detailed information by asset type, year of acquisition,
and depreciation method used than that obtained from the Treasury Depre-
ciation Survey. Moreover, whereas the latﬁer provides information
primarily for corporations with assets in excess of $5wmillion, the LDA
covers the full range of corporations classified by size.

The great mass of data provided by the Life of Depreciable Assets
Study is indicated by the fact that when all of the tabulations have
been delivered to the Treasﬁry they will be contained in a pile of
documents that will stand seven feet high. Final deliveries are
expected within the next few weeks. I regard this unprecedentedly
detailed and massive compilation of data as‘a potential source of
information of great value. It will not only provide hitherto unavail-
able information on depreciation practices, but it will also be
extremely useful as a source of information that has not been avail-
able in the past on many aspects of the operation of our corporate

€conomy .
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With the help of consultents the Treasury is proceeding as rapidly
as possible with the analysis of the data. Our findings thus far tend
to confirm those arrived at on the basis of the Treasury Depreciation
Burvey in that they too tend to demonstrate that the existing depre-
clation guidelines are outmoded and in need of revision.

The enginéering gtudies

In order to supplement the statistical dats being developed we
have'also undertaken engineering studies. While statistical data show
what practice has been, engineering studies are designed to disclose the
nature of current and prospective technological developments. Internal
Revenue Service engineers have completed aﬂ engineering study of the
textile industry and are currently engaged in similar studies in the
following industries: aircraft, automobiles, electrical machinery and
equlipment, machine tools, railroads, and steel. The six were selected
because they are large, basic industries and because, among them, they
represent major types of U.B. business activity. They also differ
widely in their level of automation and their recent experience with
technological change. The studies being conducted for these industries
are expected to be completed by the end of this month.

Because of their importance in our program of revision and because
of the widespread publicity which has been accorded to them, I should
like to describe briefly for you the nature of our engineering studies.

For the purpose of carrying out our studies of the industries
named, seven teams of three engineers each were formed and each team

was assigned to conduct a study of one of the selected industries.
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Each engineer assigned to a team has the experience and training
which qualify him to render expert opinion as to the useful life of
depreciable assets used in the industry under study. In most cases
the englineering team is made up of one engineer designated by the
Washington office and two field engineers.

After the engineering teams were formed, they were assembled in
the national office simultaneously for briefing and general instructions.
At that time each team arranged a tentative schedule of activities,
Including conferences with industry personnel and inspection trips
to selected representative plants.

The selection of these plants has beeﬁ subject to extreme care,
s0 a8 to insure access to the greatest possible variety of operating
conditions within each industry. Inspection trips involve the
observation of actual plant operations and discussions with manage-
nent officilals assoclated with each plant. The discussions are
designed to eldcit managemeht views as to the useful lives they
believe should be assigned to various items of depreciable property.
In order to secure fullest cooperatioﬁ, all visits to plants have
been breceded by letters from the Commissioner of Internal Revenue
to the appropriate company offieials, briefly explaining the project
and requesting cooperation and assistance.

Qur engineers seek further information through the inspection
of plant records of purchases and retirements of machinery and
equipment and other records which may have a bearing on the tax-

payer's operating practices and policies.
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Another source of information being used is the major suppliers
of machinery and equipment to each of the industries. Officials of
the firms producing the various types of capital goods are being
interviewed with a view to obtaining insights into technological
developments which may be expected to have a bearing on the useful
life of the machinery and equipment used and expected to be used in
each of the industries. )

Conferences with major trade associations and individual firms
representing large segments of these industries have been arranged.
At these conferences taxpaye;s and spokesmen for groups of taxpayers
have been encouraged to present briefs supporting each industry's
position with respect to depreciation policy. These conferences have
thus far proved to be an excellent forum f6r the exchange of views
between industry representatives, the Treasury and the technical
personnel of the Internal Revenue Service.

As a final step, an engineering report is being prepared by each
of the industry teams, setting out its findings and recommendsations
with respect to the average useful lives of items of depreciable
property used in the industry studied. These reports are expected
to reflect the expert opinions of the engineers, after giving full

consideration to all of the factors brought into the pilcture.
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Depreclation abroad

Because American industry does not operate in a setting entirely
of our own meking, but is actively in competition at home and abroad
with foreign producers, our practices with respect to depreciation
policy need to be examined in the light of foreign experience. Thus
the Treasury has gathered a substantial amount of information on
depreciation practices in leading foreign industrial nations from
a wide variety of published and unpublished sources, including our
Embassy personnel and officials of foreign governments.

In today's highly competitive world we find widespread use of
initial allowances and incentive allowances supplementing deprecia-
tion charges. Thus for the major industrialized nations of the free
world -- Belgium, Canada, France, West Germany, Italy, Japan, the
Netherlands, Sweden, and the United Kingdom -- we have assembled
reliable information with respect not only to depreciation practices,
but also regarding initial and incentive allowances.

The information presented in the first column of Table 1 shows
that the typical or representative tax life permitted with respect
to production machinery and equipment in each of these countries,
except Japan and the United Kingdom, is substantially lower than it
is in the United States. Moreover, in addition to ordinary depre-
ciation, Belgium, the Netherlends, the United Kingdom, and under

certain conditions; Sweden, permit the deduction from income of
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incentive allowances. Initial allowances, which add very appreciably
to the deduction that may be taken in the year of acquisition of a
depreciable asset, are permitted in Canada, Italy, Japan, the
Netherlands, Sweden, and the United Kingdom.

The impact of ordinary depreciation plus initial and incentive
allowances on the amounts that may be deducted in the year in which
a new asset is acquired is shown in the second column of the- table.
Here it may be seen that the percentage of the cost of an asset that
may be deducted in the first year ranges from 20 percent in West
Germany to 43.4 percent in Japan, compared with as low as 10.5 percent in the
United States.

Columns 3 and 4 of Table 1 show the percentage of the cost of
the asset that may be deducted during the first two and first five
years of its life. Here, again, it may be seen that the deductions
permitted in each of the nine industrialized foreign countries com-
prise a far higher proportion of the cosépof industrial machinery
and equipment than is permitted under current law and practices in
the United States. For the first five years of the life of the asset,
the relevant proportion falls within the range of 60 to 7O percent
for West Germany, Japan, and the United Kingdom, between 7O and 80
percent for Canada and France, and 85 to as much as 100 percent for
Belgium, Italy, the Netherlands, and Sweden. In sharp contrast, the
applicable percentage in the United States is 42.7 under the present
average Bulletin "F" life and 51.1 percent for the commonly used

15-year life.
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Table 1 .

Comparison of depreciation deductions, initial and incentive allowances l/
for industrial equipment in leading industrial countries with similar
deductions and allowances in the United States
under actual and various proposed plans

N :Depreciation deductions, initial

:Representative : and incentive allowances

+  tax lives 1 First : First 2 : First 5

: : year : Yyears ¢t years

(Percentage of cost of asset)

Belgium 8 years 22,5% L5.0% 92.5%
Canada, 10 30.0 4,0 Lk
France 10 2540 43.8 7643
West Germany 10 20.0 36.0 67.2
Ttaly. 10 25,0 50.0 - 100.0
Jepan 16 43,4 51,0 68.2
Netherlands 10 2642 49.6 85.6
Sweden 5 30.0 51.0 100.0
United Kingdom 27 39.0 L6.3 64,0

United States:
Without investment credit and
lives equal to current Bulletin "F"j

weighted average of 19 years 10.5 19.9 ho,7
With lives of':
15 years 13.3 2k, 9 51.1
14 years 14,3 26,5 53.7
13 years 15.k 28,4 56.6
12 years 16,7 30.6 59.8
11 years 18.2 33.1 63.0
10 years 20.0 36.0 67.2
With investment credit and lives
equel to current Bulletin "F" ,ZJ/ _
weighted average of 19 years 26.5 35.9 58.7
With lives of: ,
15 years 29.3 40,9 67.1
14 years 30.3 ho.5 69.7
13 years 314 Ll b 72,6
12 years 32.7 h6,.6 75.8
11 years 34,2 ho,1 79.0
10 years 36,0 52,0 83.2
Treasury Department, Office of Tax Analysls January 18, 1962

}/ The deductions and allowances for each of the foreign countries’ have been
computed on the basis that the investment qualifies fully for any specilal
allowances or deductions permitted. The deductions in the United States have
been determined under the double declining balance depreclation method, without

regard to the limited firsteyear allowances for small business.

g/ For purposes of this table, the proposed 8 percent investment credit has been
considered as equivalent to a 16 percent investment allowance. For corporations
subject only to the 30 percent normal tax it is equivalent to an incentive allow=
ance of 27 percent. The initial allowance of 20 percent of each year®s investment,
up to $10,000, is not taken into account because of its relatively small impact.
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This picture changes dramatically, however, when the proposed
investment credit enters. In terms of its effect on current liability,
the 8 percent investment tax credit is equivalent to an incentive
allowance of approximately 16 percent for corporations subject to the
52 percent corporate income tax rate and about 27 percent for
corporations subject only to the normal tax rate of 30 percent. i/

The bottom seven rows of Table 1 indicate the effect on comparable
allowances for new depreciable assets that would be achieved if the

8 percent investment tax credit were currently in force. Assuming

the existing weighted average Bulletin "F" life of about 19 years,

the equivalent first-year deductions would be 26.5 percent. In
combiﬁation with a somewhat shorter life of 15 years, we find that

the first year's equivalent deductions in the United States would

be equal to 29.3 perceﬂt of the cost of new depreciable assets.

This proportion is higher than that which obtains in Belgium, France,
West Germany, Italy, and the Netherlands. First-year deductions or
their equivalents would remain substantially higher than those per-
mitted in the United States only in Japan and the United Kingdom.

For the first five years of the life of the asset, permissible deduc-
tions would still exceed appreciably those allowed in the United States
in Belgium, France, Italy, the Netherlaﬁds, and Sweden. But allowances
in the United States would be approximately the same as those allowed

in Canada, West Germany, Japan, and the United Kingdom.

1/ Both the investment credit and the incentive allowance have greater
overall effects than a similar initial allowance because they do not

reduce the amount of depreciation that may be taken over the life
of an asset.
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The data presented in the bottom portion of Table 1 demonstrate
clearly that, especially within the first two years of the life of
an asset, even a revision to provide realistic tax lives will not,
by itself, place the United States in a position comparable to that
of its most immediate foreign competitors. The achievement of this
objJective, rather, requires both the investment tax credit and the
.faster write-offs that would be permitted under depreciation policies,
which, in broader recognition of the increasing importance of
obsolescence in the postwar world, would permit American firms' to
assume shorter tax lives for depreciable property.

Reviewing this summary and analysis,‘fhree important conclusions
emerge: (1) Shorter tax lives alone will not do the job of bringing
American industry abreast of its foreign competitors with respect to
tex allowances for investment. (2) The investment credit will make
a major contribution toward achieving that goal. (3) The combina-.
tion of the credit and the forthcoming revision of depreciation guide-
lines will place the United States on substantially equal footing with
other major industrial nations. These conclusions underscore the
necessity for the Treasury's two-pronged program of revised,
realistic depreciation and the investment credit.

Objectives of depreciation revision

It is my firm intention to announce new guldelines for depre-
ciation during the course of the spring of this year. These guidelines

will cover all major agssets for all industries. The -combination of
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engineering studies and statistical analys s will provide, on the
basis of information never before gathered in such volume and detail,
the necessary guidance for this full scale revision. OCur basic
objective is to provide realistic tax lives in the light of past
actual practices and present and foreseeable technolegical innova-
tions and other factors affecting obsolescence. Following the
promulgation of the new guidelines, further revisions mey be forth-
coming with respect to any particular industry on the basis of
subsequent engineering studies that may be requested and found
necessary.

Complementary to, but not subsidiary ﬁo this objective of pro-
viding realistic lives, is our aim of achieving a far more simple and
flexible system of depreciation under the directive of the Internal
Revenue Code which, as I indicated eerlier, requires that "reasonable
allowances" for depreciation be permitted.

The existing Bulletin "F", with its suggested useful lives for
some 5,000 items of depreciéble property, is a morass of detail. One
of the important goals of our revision program is to reduce this
detail. I intend to move toward guideline lives for broad classes
of assets used by eachlof the industries in our economy. The
Treasury Depreciation Survey has clearly demonstrated that one of
the major irritants now experienced by American busiﬁess stems from
the detail of existing guidelines. A large proportion of our

respondents has expressed a strong preference for a system that
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involves establishment of tax lives for broad classes of assets.
At the same time our procédures must be sufficiently flexible to
allow for recognition of the varying circumstances surrounding the
economics of the operation of individual firms within industries
as well as varying practices with respect to replacement policy,
intensity of use of machinery and equipment, and practices with
respect to repairs and maintenance.
Substantial simplification and elimination of controversy between
the tax agent and the taxpayer will be achieved with the enactment
l'by Congress of that feature of the bill now before the Ways and
Means Committee which will permit disregarding the first 10 percent
of salvage value for purposes of computing annual depreciation charges.
Flexibility and simplification of the system of depreciation will
require one important safeguard. This important safeguard is avail-
able in the Treasury's proposal to tax as ordinary income gains from
the sale of depreciable‘asséts to the extent of prior depreciation
charged after December 31, 1960. This amendment of section 1231 of
the Internal Revenue Code, now pending before the Ways and Means
Committee, will assist greatly in facilitating the achievement of
administrative depreciation practices that are fully in keeping
with the requirements of the economy of 1962.
As you know, we began to move ahead with our revision of depre-

ciation guldelines in October, when we announced new average useful

lives for machinery and equipment used in the spinning and weaving
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of textile products. This was followed, early this week, by simibr
action with respect to apparel manufacturers. Revised tax lives for
other segments of tﬁe textile industry are being developed as rapidly
as possible.

The Treasury accelerated action with respect to the textile industry
in response to the President's directive of May 2. Our actions taken
thus far have provided reductions in Bulletin "F" guideline lives for
depreciation of machinery and equipment of about 40 percent, specifically
from 25 years or more to 15 yé;rs for production machinery and from
15 to 20 years to 12 years for finishing equipment in the textile mill
products industry and from 15 to 9 years fqr sewing equipment. Because
many firms were depreciating their assets on the basis of lives con-
siderably shorter than those suggested in Bulletin "FY, the actual
average reduction in tax lives will be équal to 12 to 15 percent.

The new guidelines for the textile industry are designed to take intc
account increased rates of ob;olescence due to such factors as accelera-
tion of technological innovation and increasingly intensive international
competition. They are far more realistic lives than the old ones and
will bring a reduction in the wide variance among firms in depreciation
allowances, thus improving equity. In addition, the new lives involve
fewer differences among closely related assets. They will recognize
the growing importance of the use of the system approach to factory
organization (in contrast with an assemblage of more or less unrelated
machines). . They will also simplify accounting for depreciation, and

facilitate the use of composite and group depreciation.
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Summary and conclusion

T consider our program of depreciation reform -- including
the investment credit -- a central part of our economic policy.

Qur two most important long-range economic problems today are to
stimulate growth in the domestic economy and to eliminate the
deficit in our balance of payments.

Comparison with other industrialized countries shows, as would
be expected, that those countries with higher levels of invéstment
in productive equipment have higher levels of economic expansion,

As for our balance of payments, the most effective way to eliminate
that deficit is to increase our exports, Indications are tﬁat other
countries have been modernizing more rapidly, thus stepping up their
productivity, lowering costs, and offering stiffer competition to

our own producers, not only in foreign markets, but in domestic markets
within the United States as well. To meet that competition our menu-
facturers need the increased stimulus to investment and modernization
which can best be brought about by these changes in tax policy.

It is no exaggeration to say that at the present time, one of
the most important policy goals of the Administration is to increase
productive private investment, for both domestic and international
reasons. We need to make sure that our tax laws are fostering a

strong flow of funds into investment in new productive facilities,
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It is my conviction that depreciation reform, including both
the administrative revision of depreciation gulidelines and the
investment credit, is not only the best way to bring about a higher
investment level, but 1is absolutely necessary if we are to grow
at a more rapid rate and maintain widespread international confidence

in our currency.



TREASURY DEPARTMENT 140
SAVINGS BONDS DIVISION L

January 19, 1962
FOR IMMEDIATE RELEASE

A number of queries have recently been received along the lines
of the following question:

In light of the action of many banks in raising interest
rates on savings accounts to the new L percent ceiling permitted
by the Federal Reserve Board, does the Treasury plan to increase
the rates paid on Series E and H Savings Bonds?

The Treasury has responded as follows:

No. Considering all of the advantages of Savings Bonds
to the individual saver, we believe the yield of 3-3/4% to
maturity is an attractive one. Not only does this rate compare
favorably with the nationwide average rate for savings, but the
‘Savings Bond offers the individual the ultimate in security, a
highly liquid asset with an assured return guaranteed by the
full faith and credit of the United States Government. That is
why, once a savings bond is purchased, the owner can be assured
of the interest for the full life of the bond. No bank can give
that kind of assurance; there is no certainty as to how long
any bank can continue to pay any particular rate of interest.

In addition, the owner of a Savings Bond enjoys many
other special advantages. The bond can readily be converted
to cash in time of emergency. If it is lost, stolen, or
destroyed, it will be replaced without charge. It can be
purchased in installments through the Payroll Savings Plan in
industry, and many banks also offer an automatic purchase plan,
without charge to the customer. For many people, the
automatic quality of saving through Savings Bonds i1s of great
value in itself. 1In addition, there are certain tax
advantages -- accrued interest on E Bonds need not be declared
for income tax purposes until the bonds are cashed or reach
final maturity.

Finally, the Savings Bond has a unique appeal to the
patriotic American. Through the Savings Bond Program,
he can buy a share in his country's future and a stake
in the free way of 1life. PFor all of these reasons, we are
confident that the present Savings Bond package will continue
to merit an important place in the savings plans of all
Americans.

000
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January 19, 1962
FOR IMMEDIATE RELEASE

A number of queries have recently been received along the lines
of the following question:

In light of the action of many banks in raising interest
rates on savings accounts to the new 4 percent ceiling permitted
by the Federal Reserve Board, does the Treasury plan to increase
the rates paid on Series E and H Savings Bonds?

The Treasury has responded as follows:

No. Considering all of the advantages of Savings Bonds
to the individual saver, we believe the yleld of 3-3/4% to
maturity is an attractive one. Not only does this rate compare
favorably with the nationwide average rate for savings, but the
Savings Bond offers the individual the ultimate in security, a
highly liquid asset with an assured return guaranteed by the
full faith and credit of the United States Government. That is
why, once a savings bond is purchased, the owner can be assured
of the interest for the full l1life of the bond. No bank can give
that kind of assurance; there is no certainty as to how long
any bank can continue to pay any particular rate of interest,

In addition, the owner of a Savings Bond enjoys many
other special advantages. The bond can readily be converted
to cash in time of emergency. If it 1s lost, stolen, or
destroyed, it will be replaced without charge. It can be
purchased in installments through the Payroll Savings Plan in
industry, and many banks also offer an automatic purchase plan,
without charge to the customer. For many people, the
automatic quality of saving through Savings Bonds 1is of great
value in itself, In addition, there are certain tax
advantages -~ accrued interest on E Bonds need not be declared
for income tax purposes until the bonds are cashed or reach
final maturity.

Finally, the Savings Bond has a unique appeal to the
patriotic American., Through the Savings Bond Program,
he can buy a share in his country's future and a stake
in the free way of 1life, For all of these reasons, we are
confident that the present Savings Bond package will continue
to merit an important place in the savings plans of all
Americans.

000
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our nation to its true potential, to distribute the benefits of

growth among '

i PP N
- -:5;“;_.;%

T

g oufxpeople, and to share our way of life with

77 A

A
3

Nl S~

all the peoples of the world who choose the path of freedom.

o0o
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guarantee that there will never be another recession. To prepare for
that possibility,.Preéident Kennedy has asked for three major counter-
cyclical measures: broadened unemployment insurance, a standby
program of public works, and the authority to promptly initiate
limited and temporary tax reductions. These are needed in the

earliest stages of recession -- when quick action can accomplish

effective results.
. The achievement of our economic goals will not be easy. But
it is our responsibility to demonstrate to the world the economic

vitality of a free nation, and the value of a free enterprise society

Z— ArD COVERO ftyT
wéhere{government} labor, business, anélfinance work together within

the framework of a competitive price system, :ngkponding to the

market forces of supply and demand.

WoRpL:lC
The stimulus of competition has brought us the highest standard
N

] —
of 1ivingf%ﬁe worl@ﬁi Let us use our economic strength to develop
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At home, I think everyone agrees that our first obligation is to
reduce the unacceptably high level of unemployment. To be sure, for
the last two months unemployment has dropped close to six percent,

after hovering near seven percent most of the year. And we expect it

,ﬁ“&". w.”_“m,y

to drop @/ five percent odliess—ih

£ .
£’ year, as. ﬁ long-range expansion

)

f%gﬂwf@wﬁmﬂﬁ%riﬁ takes hold. However, there is a
/'/ ~ -

hard core of unemployment which continued expansion may not touch.

- AL

That is why we urgently need a manpower retraining bill, to ed-rlmmgiy

LA

the lingering human misery and chronic economic wasteysuch wnemployment

represents.
In addition, nearly a million young people in our country are

neither earning nor learning. This dismal fact illustrates the need

| EmSwpE
for a Youth Employment Opportunities Act, to é%égthat such frightening
. )

A ;

waste of our national potential does not continue.

And finally, although we look forward to prosperity, we cannot



WY
(RN
(g

- 18 =

$1-1/2 billion. However, we also lost $5 billion in gold‘whizi-r-‘}/‘“

%ﬁéﬁ? our overall gold and international investment position shoy

a loss for the three year period of only about $3.5 billion net, in

v, u%

contrast to the deterioration in our current thﬁ”“%‘?y position of
Seornrna ey

$11 billion as measured by our balance of payments account.

Dt;fv(o{uj;;q;’ii;?f _
While this @dlcatef’_; that our |position @‘g-;q» 1on0-term?ae—rsq
: ~ ‘ {

is. considerably stronger tﬁan[:shéz balance of payments figures alone

@g@g indicate, it in no way reduces the importance of putting an
Y e
HaD

\b‘% e — 4
early end to the substantial B %ﬁ deficits (Eha/g) we have Eeen havu@

since 1949. the fact is that|we Eannot look only to our 1ongj
é‘&,,_ At

Grm position bu; must ja D..S% pﬁli:; our current balance in orderéo
l\*

to end the drain on our gold stocks.
I have outlined the principal elements of our foreign and domestic
economic policy. Our prospects, both at home and abroad, are good,

but we have much to do to ensure that they remain so.
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long~-term claims represented'by U. S. ﬁ&é«w investment abroad.

For the three years 1958 through 1960, for instance, our payments

‘deficits totalled $11 billion, of which about $5 billion represented
UR gold losses and $6 billion represented liquid dollar gains by

foreigners. However, the—mTcrTasT inacriaims—boy Wm-&ﬁ

gotd—esd-eti—othes~types of-doil «&z:;:éfs’%;e}&;e; was to a large extent
STV I

S WWM‘;@ by increased U. S. holdings of-both

-l

short-term and long-term foreign assets. e

;\ M"“g’m’“> G w—.) v e e s, ! '
lo’sttt'&”e‘wm Tand Tiquid < doﬂ""' d%wﬁ@imﬁﬁu“ ?‘li?lf,“ﬁ.‘;%,
m _

‘igore;seﬁjrﬂd

-r' hal * . -
A#Total foreign assets and investments of all sorts in the United

fose

States @creasegby a bout $13 billion from the end of 1957 to the
end of 1960. During the same period, total U. S. government and

private loans and investments abroad (excluding loans repayable in

ea__‘ »{;u ;az,af,@%

e _
local gurrency) increased by about $14.5 billion -- a neW



b
™D
)

Such short term flows, when carried to excess, can be unhealthy -

even dangerous. We have worked hard/in many'wangto neutralize them,
Ao
We have held our short-term interest rates at levels thatpnegated
the attraction of foreign market rates. The Federal Reserve has
increased the legal limit on the interest that may be paid on time
deposits, thus enabling American banks to compete more effectively
with their foreign counterparts. Our most recent step was taken
earlier this month when the United States and nine other members of
the International Monetary Fund agreed that $6 billion in additional
resources should be provided for standby lending commitments to the
Fund. These supplementary resources would be used to protect the
world payments system, and would be available to the 10 participating

countries, including the United States.

One aspect of our balance of payments deficit is worth stressing:

ot

The balance of payments is an accountlg\xtransactloné'that affect
;ﬁ_ & 7 §‘ 4
V?j’*ﬁf Mw/ ,(;fuﬁ a»w-?f e"wﬂﬁ werd, s}{t"’,ﬁe‘

| i N B3 BT i

of the United States. It does not:'reflect




- 15

flow from one financial center to another pdZ

YEoF TS

in search of higher interest rates or speculative Eiins] The 14
: A (
result was a substantial outflow of short-term funds from the

2

United States, which in 1960 amounted to $2 billioRgy erd-sbs=iQbde

-9;,‘.:_“‘?;}2;33; CQW
) _ L~ )
L7

/ = D5
. éﬁ&fFfU? | s ’%ﬁ?ﬁ
N -ﬁﬁ&é}hpg;-term outflow gbscured A dramatic improvement  “{~

l{ This large short-term outflow obscured the dramaticcimprovement in our
asic balance during 1960 and led to an overall deficit of $3.9 billion —

Althoughﬁ/éltered in nature, substantial short-term outflew.continued during
1961,

Qrtrtetis
SN

Wehort-term flows can be caused by_;::rian;g factqrfg—a lessening

e

N

of confidence %,Wwa’%r or disparities in interest rates, as

pornglels poColons” 58 Jiaale

in the fall of 196¢0~> or stnsdshésemmmrraiglstvensackd

aestidividiof = A
f&M‘}‘ Ag"}"; 4‘_7’ s

= S 7 ARV

largely the case this past year, when fretirsuieaiis* ;‘ the outflow was

5

in the form of bank loans to Japan to finance her growing imports.
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ust beclnn:mo to probe huce potential markets for them. ' Success

ﬂé”/v” ““‘/""’7 Aosr g sdnt Ly

in sa%%zac—euezpzuﬁncts will requlre bold enterprise and skillful

competition.

If American‘business is to find new customers in Europe, we
must deal with the Common Market on the matter of mutual tariff
reduction. Congress must grant the President power to negotiate on
a broader basis than present legislation allows. If Congress fails
to provide this authority, American producers will be seriously
handicapped in their efforts to retain ana to expand their share
of this large and rich trading area. ﬂJ% 20, I

Now, let me turn to our overall payments deficit, which Ldetudes-
(:ﬁﬁ&ztﬁE%omwzh@mbas1mwde£1¢it“?“ﬁ%scrabeé earller,m@uggoveraft?

5552%? our basic deficit and short-term caoitalaf«giijzf;;>
S ey iy PN ! T R WPV WL rough 1959

f,gs?ri Yoo 'm,fk’ i,,?:

[ghes <’W6ws were small and usually favorable to our balance of payments.

Qéé%ldfiﬂ? This was natural, since the currencies of other industrializ

countries were not generally convertible, hence, not too attractive

to fo%eign holders. Hdwever, with convertibility, money began to
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Export-Import Bank and the insurance industry. Finally, American’

(e l¥V,

businexx -=- of which only a small peruentage 1%Kin the eﬁport fiel(

. - -
J‘mﬁv ,ﬂtﬂmr“‘"‘f“ i’t R ilkw)ce z
s N S N N

e N e
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S@e ‘must aggressively search out foreign trading opportunities where-
ever they may be. This is in the besfg tradition of our trading
forebears, and it has never been more necessary than today.
Fortunately, the possibilities for increasing our overseas sales
are excellent. The world is entering an entirely new trading era
that holds out great promise for our exporters. In the case oflour

existing markets, we have only to look at the scope of the resurgent

2.
prospeflbty of Western Europe, and the emergency of the European
' J&M' vzia

Common Market, to see Europe's potential for our-geodsw And, al-
though our markets in 1ess-deVeloped areas are limited today, as

. ;g%%wwéﬁ
these countries grow and prosper, their demands for our asduwets will
also grow.

Furthermore, in Europe and other parts of the world, thousands

of American products are still virtually unknown. American business
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third affects our payments position. We are making vigorous efforts
to cut the balance of bayments impact of foreign economic aid still
CN&E a7
further, and we hope to get it down to approximatelyZg%enéy_per—ceézk
A -
In the long run, however, the only way to eliminate our basic
deficit is by increasing our export surplus. This will require the
combined efforts of management, labor, and government. Management
and labor must work together to assure reasonable price stability
so that our exporters can maintain their price competitiveness --
and, we hope, improve it. Industry must modernize at a rapid rate.
I have already told you what[?h;LGovernment is doing in the field of
depreciation reform to assis/modernization. Government must also
help to assure a supply of export credit to our traders as good as
”~
. e ’f“'—?' mff?fu#
that “available to their overseas competitors. We are=com=in.a
Ler g . . .
position to do so for the first time through the operation of an

Cuaﬁﬁé;f? ‘ffsydﬂa/gﬁéi r\&

exportflnsurance program developedjwith the combined efforts g the
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or offsetting the dollar outflow that inevitably accompanies the
stationing of troops overseas. We are doing just that through a
combination of economies and cooperative arrangements with certain

of our allies. As a result, we can look forward to a substantial
reduction in the dollar drain of our overseas forces.

In the case of private investment, we do not desire to reduce
the flow abroad by imposing-controls that would run counter to the
principles of free trade and free competition so basic to our
national purpose. We can, however, 1esse§§%%%€gal inducements to
American investment in other industrial countries that are part of
our present tax system. That is why we are urging tax legislation
to minimize such incentives.

Although our foreign assistance programs contribute to our

FLow >
annual dollar[i§sé{éthey do so to a far lesser degree than their over-

all amount might suggest. Two-thirds of all foreign aid expenditures

are now being made here in the United States. Only the remaining
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oil to Europe, 1961 provided.the best record since we started running

deficits in 1949. True, advance repayments of long=-term debt.’--
. ‘.\

amounting to $650 million =-- were unusually large last year. How-
ever, the improvement was still substantial.

But improvement in our basic deficit is not enough. We must
bring it under complete control so that we can look forward to full
balance -- and to surpluses; whenever they may be required in our
overall national interest. We can accomplish this only by enlarging
our ﬁ}port surplus, and by reducing outpayments when we can do so

CURTHICINL
without dTﬁIﬁTBhi%%}activities vitally important to our Nation's

AN

future.

Qe

——

Ourggéti%%%%ésecurity and our responsibilities to the free
ov~
world require us to keep)troops abroad. We cannot endanger our
security by withdrawing them in order to balance our international

accounts. But we can and must find every possible way of limiting
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American products or services.
Our trade surplus -- the excess of commercial exports over
imports of goods and services -- is substantial. But in recent

years it has not been large enough to offset the balance of payments

THAT

impact of our overseas operations. t, a shortfall constitutes the
A

4
basic deficit in our international paymentsv/é

Preliminary figures indicate that last year our basic deficit

:zua mwawﬁr?gﬁ&vidc
ixla third of the basic deficit of $1.9 billion in 1960, and

was

was far below the $4.3 billion in 1959. During the first six

months of 1961 we actually ran a surplus in our basic accounts, as

imports shrank because of the recession. During the third quarter,
e

a sharp rise in imports brought with it‘@frenewal of a substantial

basic deficit which continued in the final quarter of the year -- Ba%

at a comoidevebdy diminished rate. With the sole exception of 1957,

when the Suez Canal was closed and we exported unusual quantities of
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advances which have altered previous standards of obsolescence.
This has already been largely accomplished for the textile industry,
and we plan to announce revisions in depreciation guidelines for

all other major industries this Spring.
]

Such use of tax policy to stimulate the modernization and
expansion of productive equipment is a major part of our effort to

accelerate the long-range economic growth we need to achieve our

- 24 '3 boghe it £ Y., '@
true potentialstef o é‘%’ff corrde o Lulort A e
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of‘pazm%ggg (Zﬁm:heart of our balance of payments problem is this:
Vo b
WMNW‘MMLM,
We must generate a large enougé}%rade surplus to counterbalance our
essential expenditures abroad. These expenditures include, in
relative order of magnitude: first, the cost of our military forces

overseas; second, private American investment in other countries;

and third, that portion of our foreign aid not spent here for
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as new markets create new demand, and increased research and
technology penetrate néw:manufacturing frontiers.,

Finally, and most important, heavier investment will help to

\
/ maintain price stability through lower production costs and higher

productivity y- thereb§{3fifiFE§ngﬂﬁage rises to.be-m&

ro
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praductivity ithout upward pressure~on prices, and increas-
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In addition to presenting a balanced budget, we are élso pro-
posing changes in our tax treatment of depreciation to stimulate
business investment in productive machinery and equipment. Our
program of depreciation reform involves both new legislation and
the full use of existing administrativé\authority. On the legis-
lative side, we are asking for an eight percent tax credit for new

investment in productive equipment. On the administrative side, we

are updating depreciation schedules to take account of technological
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#y contributing to rapid modernization of productive machinery and

equipment. More modefn equipment means more efficient production,

and lower unit cost -- hence more competitive capacity. As a

result, friendly foreign nations are providing increasingly stiff
'

competition for American manufacturers, both here and abroad.

For the future, then, a major goal of our economic policy is

a sharply increased level of productive private investment, be-

cause;?\ 2‘7‘ W | L - ,f

[P

-- fg: wil}j“t_lwelp our balance of payments by making our manufacturers

more competitive, thus increasing our export surplus.
--[]S‘: w:.ll:}, help speed M&Wﬁc economic growth by increas-

ing our productive capac:.ty,z by f}ﬂ'}b@a‘?ﬁwa—\

productivity;, and anding dema in new markets

Q@dﬁd. {

\-\“‘ ""?*

-- ;E.t w111‘ help reduce unemployment by providing more jobs
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Our policy of balancing the budget and simultaneously stimu-
lating the flow of funds into private channels, reflects our firm

belief that government spending is not a satisfactory substitute

for private investment. We look to private funds to finance the

new factories, new tools, and new machinery that create more,
better, and cheaper goods. A substantial and increasing flow of

private investment is essential to economic growth in our free

‘ X e
smnaw.jfr | < bf féfgi‘fﬂme 77%5ﬁ2?f§3@2\
TART 00R PResenTLEvEL OF INVESTMER Y

[§0ver the past decade, nearly all of the major industrial

nations of the free world had a substantially higher rate of
domestic investment than the United States. Furthermore, their
ratio of productive investment to total output has been growing,
whereas ours has been declining. Investment sparked the phenomenal

growth of Japan and the Common Market countries of Western Europ%)
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Largely because of increased defense needs, coupled with
recession-level revenues, our national budget was in deficit -- a
deficit that, because of the recession, was both acceptable and
inevitable. However, the economic growth forecast for 1962, with
e RALRIGG UNPRED [CTABLE | v TERNATIONAL @‘MEE&‘EN,QJ@S .
resulting higher revenues, makes it both desirable and possible to
achieve a fully balanced budget in Fiscal Year 1963, as the
President has recommended.
S6c i+
‘j? A balanced budget stimilates investment because it makes it
unnecessary for the government to tap the{é?ow 6f§savings and
credit that would otherwise be available for private investment.
A balanced budget also facilitates the task of our monetary

STRIVE

authorities, who[?éei&to assure an adequate supply of funds for
I

private investment at the same time that they guard against infla-

tion. vwmwmwmwwwwmmmM"MWHJWMMMWMMMMWHMMMMWWuwmwwww
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And, finally, to maintain reasonable price stability, so

- ~ oz
that our citizens may enjoy the full fruits of their'savingéj%that
_ o
our economic gains are not wiped out by inflation, an&?gg;t our goods
" can compete successfully in world market places.
We made considerable progress over the past year toward
ZZﬂ%LAL
Ex=e objectives. At the close of 1961, our domestic economy
reached record highs in terms of gross national product, personal
income, industrial production, and manufacturers' sales and new
orders. Unemployment has finally begun to drop, and we expect it
to decline further in the months ahead. Our gold loss in 1961 was
just half the 1960 figure, the basic deficit in our balance of
e

payments was cut by two-thirds, and the overall deficit by more

than a third.
L |

%ée gains were achieved in good measure because our fiscal

ﬁﬁé& /Ldﬁ&ﬂAnyw%ﬁzwaqf

jlast year's recession and

and monetary policies were geared to

early recovery.
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strong -- idling along at half speed -- or running at full throttle,
powered by our tremendous productive potential.

To achieve that potential, our immediate economic goals are
these:

First, to reduce unemployment. We simply cannot afferd the
misery and waste of having a large part of our labor force idle.

Second, to reach a rate’of economic growth sufficient to
assure jobs for the millions of workers.entering the labor market

in the years ahead, to guarantee to our citizens the benefits of

a thriving economy, and to build the capacity to meet our inter-

national obligatiénsl i ing

|
Third, to eliminate the deficit in our international balance

of payments, and its accompanying gold loss, for a sound dollar

is as essential abroad as it is at home.



7 conres By . (—
SECRETARY OF THE TREASURY
AT THE 1962 SAVINGS BONDS CONFERENCE
SHERATON-PARK HOTEL, WASHINGION, D. C.
JANUARY 19, 1962, 1:68P.M.

I want to thank you for your interest in the Savings Bonds
Program. We value it as one of the Treasury's most important tools
in managing the public debt, as well as a most effective way of
encouraging individual citizens to share in the fipancial affairs
of Government. It is also one of our country's most successful
volunteer undertakings. Through the years, it has enlisted the
patriotic support of hundreds of thoﬁsands of people, under the
leadership of distinguished individuals like yourselves. With your
help, the Savings Bonds program will make an ever greater contribu-
tion to the economic strength we urgently require to fulfill the
heavy responsibilities history has thrust upon us.

Our economic policy plays a vital role in meeting those responsi-

bilities, for it will determine whether the future finds us weak or



/38

TREASURY DEPARTMENT
Washington

January 19, 1962

FOR RELEASE P.M., NEWSPAPERS
FRIDAY, JANUARY 19, 1962

REMARKS BY THE HONORABLE DOUGLAS DILLON
SECRETARY OF THE TREASURY
AT THE 1962 SAVINGS BONDS CONFERENCE
SHERATON-PARK HOTEL, WASHINGTON, D, C.
JANUARY 19, 1962, 1:00 P, M.

I want to thank you for your interest in the Savings Bonds
Program. We value it as one of the Treasury's most important tools
in managing the public debt, as well as a most effective way of
encouraging individual citizens to share in the financial affairs of
Government. It is-also one of our country's most successful volunteer
undertakings. Through the years, 1t has enlisted the patriotic support
of hundreds of thousands of people, under the leadership of
distinguished individuals 1like yourselves. With your help, the
Savings Bonds program will make an ever greater contribution to the
economic strength we urgently require to fulfill the heavy
responsibilities history has thrust upon us.

Our economic policy plays a vital role in meeting those
responsibilities, for it will determine whether the future finds us
weak or strong -- idling along at half speed -- or running at full
throttle, powered by our tremendous productive potential.

To achieve that potential, our immediate economic goals are these:

First, to reduce unemployment, We simply cannot afford the
misery and waste of having a large part of our labor force idle,

Second, to reach a rate of economic growth sufficient to assure
jobs for the millions of workers entering the labor market in the
years ahead, to guarantee to our citizens the benefits of a thriving
economy, and to bulld the capacity to meet our international
obligations.

Third, to eliminate the deficit in our international balance of
payments, and its accompanying gold loss, for a sound dollar is as
essentlial abroad as it 1is at home,

And, finally, to maintain reasonable price stablility, so that
our citizens may enjoy the full fruits of thelr savings, so that
our economic gains are not wiped out by inflation, and so that our
goods can compete successfully in world market places.

D-371
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We made considerable progress over the past year toward these
obJectives. At the close of 1961, our domestic economy reached
record highs in terms of gross national product, personal income,
industrial production, and manufacturers' sales and new orders.
Unemployment has finally begun to drop, and we expect it to decline
further in the months ahead. Our gold loss in 1961 was Jjust half the
1960 figure, the basic deficit in our balance of payments was cut by
two-thirds, and the overall deficit by more than a third.

These gains were achleved in good measure because our fiscal and
monetary policies were geared to the requirements of last year's
recession and early recovery.

Largely because of increased defense needs, coupled with
recession-level revenues, our national budget was in deficit -- a
deficit that, because of the recession, was both acceptable and
inevitable. However, the economic growth forecast for 1962, with
resulting higher revenues, makes it both desirable and possible --
barring unpredictable international emergencies -- to achieve a fully
balanced budget in Fiscal Year 1963, as the President has recommended.

One of our most urgent national needs is a heavily accelerated
flow of private investment into productive channels. A balanced
budget stimulates such investment because it makes it unnecessary
for the government to tap the savings and credit that would otherwise
be available for private investment. A balanced budget also
facilitates the task of our monetary authorities, who strive to assure
an adequate supply of funds for private investment at the same time
that they guard against inflation.

Our policy of balancing the budget and simultaneously stimulating
the flow of funds into private channels, reflects our firm belief
that government spending is not a satisfactory substitute for private
investment. We look to private funds to finance the new factories,
new tools, and new machinery that create more, better, and cheaper
goods. A substantial and increasing flow of private investment is
essential to economic growth in our free society.

Tt is disturbing, therefore, that our present level of investment
is far from adequate. Over the past decade, nearl¥ all of the major
industrial nations of the free world had a substantially higher
rate of domestic investment than the United States. Furthermore,
their ratio of productive investment to total output has been growing,
whereas ours has been declining. Investment sparked the phenomenal
growth of Japan and the Common Market countries of Western Europe, by
contributing to rapid modernization of productive machinery and
equipment. More modern equipment means more efficient production,
and lower unit cost -- hence more competitive capacity. As a result,
friendly foreign nations are providing increasingly stiff competition
for American manufacturers, both here and abroad,
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For the future, then, a major goal of our economic policy is a
sharply increased level of productive private investment, because
it will:

-~ Help our balance of payments by making our manufacturers
more competitive, thus increasing our export surplus.

-~ Help speed economic growth by increasing our productive
capacity.

~- Help reduce unemployment by providing more jobs as new
markets create new demand, and increased research and technology
penetrate new manufacturing frontiers,

Finally, and most important, heavier investment will help to
maintain price stability through lower production costs and higher
productivity.

In addition to presenting a balanced budget, we are also
proposing changes in our tax treatment of depreciation to stimulate
business investment in productive machinery and equipment. Our
program of depreciation reform involves both new legislation and
the full use of existing administrative authority. On the legislative
side, we are asking for an eight percent tax credit for new investment
in productive equipment. On the administrative side, we are updating
depreciation schedules to take account of technological advances
which have altered previous standards of obsolescence, This has
already been largely accomplished for the textile industry, and we
plan to announce revisions in depreciation guldelines for all other
major industries this Spring.

Such use of tax policy to stimulate the modernization and
expansion of productive equipment is a major part of our effort to
accelerate the long-range economic growth we need to achieve our true
potential and to improve our balance of payments.

The heart of our balance of payments problem is this: We must
generate a large enough commercial trade surplus to counterbalance our
essential expenditures abroad. These expenditures include, in
relative order of magnitude: first, the cost of our military forces
overseas; second, private American investment iIn other countries;
and third, that portion of our forelgn aid not spent here for American
products or services,. '

Our trade surplus -- the excess of commercial exports over
Imports of goods and services -~ is substantial. But in recent years
1t has not been large enough to offset the balance of payments impact
of our overseas operations. That shortfall constitutes the basic
deficit in our international payments.
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Preliminary figures indicate that last year our basic deficit
was no more than a third of the basic deficit of $1.9 billion in
1960, and was far below the $4.3 billion in 1959. During the first six
months of 1961 we actually ran a surplus in our basic accounts, as
imports shrank because of the recession. During the third quarter,
a sharp rise 1in imports brought with it the renewal of a substantial
basic' deficit which continued in the final quarter of the year --
although at a diminished rate. With the sole exception of 1957,
when the Suez Canal was closed and we exported unusual quantities of
0il to Europe, 1961 provided the best record since we started running
deficits in 1949. True, advance repayments of long-term debts --

amounting to $650 million -~ were unusually large last year. However,
the improvement was still substantial.

But-improvement in our basic deficit is not enough. We must
bring it under complete control so that we can look forward to full
balance -~ and to surpluses; whenever they may be required in our
overall national interest. We can accomplish this only by enlarging
our export surplus, and by reducing outpayments when we can do so
without curtailing activities vitally important to our Nation's future,

Our own security and our responsibilities to the free world
require us to keep our troops abroad. We cannot endanger our
security by withdrawing them in order to balance our international
accounits., But we can and must find every possible way of limiting
or offsetting the dollar outflow that inevitably accompanies the
stationing of troops overseas. We are doing Jjust that through a
combination of economies and cooperative arrangements with certain of
our allies. As a result, we can look forward to a substantial
reduction in the dollar drain of our overseas forces,

In the case of private investment, we do not desire to reduce the
flow abroad by imposing controls that would run counter to the
principles of free trade and free competition so basic to our nationa’
purpose, We can, however, lessen the special inducements to
American investment in other industrial countries that are part of our
present tax system. That is why we are urging tax leglslation to
minimize such incentives,

Although our foreign assistance programs contribute to our
annual dollar outflow;, they do so to a far lesser degree than their
overall amount might suggest. Two-thirds of all foreign aid
expenditures are now being made here in the United States., Only the
remaining third affects our payments position. We are making
vigorous efforts to cut the balance of payments impact of foreign

economic aid still further, and we hope to get it down to
approximately one fifth,
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In the long run, however, the only way to eliminate our basic
deficit is by increasing our export surplus. This will require the
combined efforts of management, labor, and government, Management
and labor must work together to assure reasonable price stability so
that our exporters can maintain their price competitiveness -~ and,
we hope, improve it. Industry must modernize at a rapid rate.

I have already told you what Government is doing in the field of
depreciation reform to assist modernization. Government must also
help to assure a supply of export credit to our traders as good as
that available to their overseas competitors, We will very soon be
in a position to do so for the first time through the operation of an
export credit insurance program developed Jointly by the Export-
Import Bank and the insurance industry. Finally, American

business -~ of which only a small percentage 1s now in the export
field -- must aggressively search out foreign trading opportunities
wherever they may be. This 1s in the best tradition of our trading
forebears, and it has never been more necessary than today.

Fortunately, the possibilities for increasing our overseas sales
are excellent. The world is entering an entirely new trading era
that holds out great promise for our exporters. 1In the case of our
existing markets, we have only to look at the scope of the resurgent
prosperity of Western Europe, and the emergence of the European
Common Market, to see Europe's potential for our exports. And,
although our markets in less-developed areas are limited today, as

these countries grow and prosper, thelr demands for our goods will
also grow,

Furthermore, in Europe and other parts of the world, thousands
of American products are still virtually unknown. American business
is just beginning to probe huge potential markets for them. Success
in developing these markets will require bold enterprise and
skillful competition.

If American business is to find new customers in Europe, we
mist deal with the Common Market on the matter of mutual tariff
reduction., Congress must grant the President power to negotiate on
a broader basis than present legislation allows. If Congress falls
to provide this authority, American producers will be seriously
handicapped in their efforts to retain and to expand their share of
this large and rich trading area.

Now, let me turn to our overall payments deficit, which reflects
both our basic deficit and short-term capital flows. Through 1959,
short-term flows were small and usually favorable to our balance of
bayments, This was natural, since the currencies of other
Industrialized countries were not generally convertible, hence, not
too attractive to forelgn holders. However, with convertibility,
money began to flow from one financial center to another in search
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of higher interest rates or speculative profits. The result was a
substantial outflow of short-term funds from the United States, which
in 1960 amounted to $2 billion.

This large short-term outflow obscured the dramatic improvement
in our basic balance during 1960 and led to an overall deficit of
$3.9 billion. - Although altered in nature, substantial short-term
outflows continued during 1961,

These short-term flows can be caused by various factors --
a lessening of confidence or disparities in interest rates -- as
in the fall of 1960, or credits related to trade -- as was largely
the case this past year, when a substantial part of the outflow was
in the form of bank loans to Japan to finance her growing imports.

Such short term flows, when carried to excess, can be unhealthy --
even dangerous. We have worked hard to neutralize them. We have
held our short-term interest rates at levels that largely negated
the attraction of foreign market rates. The Federal Reserve has
increased the legal 1limit on the interest that may be paid on time
deposits, thus enabling American banks to compete more effectively
.with their foreign counterparts. Our most recent step was taken
earlier this month when the United States and nine other members of
the International Monetary Fund agreed that $6 billion in additional
resources should be provlded for standby lending commitments to the
Fund. These supplementary resources would be used to protect the
world payments system, and would be available to the 10 participating
countries, including the United States,.

One aspect of our balance of payments deficit is worth stressing:
The balance of payments 1s an accounting of transactions that affect
the gold and liquid 1liability of the United States., It does not
reflect long-term claims represented by U. S. investment abroad.
For the three years 1958 through 1960, for instance, our payments
deficits totalled $11 billion, of which about $5 billion represented
our gold losses and $6 billion represented liquid dollar gains by
foreigners., However, this loss was to a large extent matched by
increased U. S. holdings of both short-term and long-term foreign
assets.

Total forelgn assets and investments of all sorts in the
United States rose by about $13 billion from the end of 1957 to the
end of 1960, During the same period, total U. S. government and
private loans and investments abroad (excluding loans repayable in
local currency) increased by about $14.5 billion ~- a net gain to the
United States of $1-1/2 billion, However, we also lost $5 billion
in gold, Thus our overall gold and international investment position
showed a loss for the three year period of only about $3.5 billion net,
in contrast to the deterioration in our current position of $11 billio
as measured by our balance of payments account,



While this demonstrates that our long-term position is
considerably stronger than balance of payments figures alone indicate,
1t in no way reduces the importance of putting an early end to the
substantial payments deficits we have had since 1949, We must
get our current balance 1in order so as to end the drain on our gold
stocks. -

I have outlined the principal elements of our foreign and
domestic economic policy. Our prospects, both at home and abroad, are
good, but we have much to do to ensure that they remain so.

At home, I think everyone agrees that our first obligation is to
reduce the unacceptably high level of unemployment. To be sure, for
the last two months unemployment has dropped close to six percent,
after hovering near seven percent most of the year. And we expect it
to drop below five percent by the end of the year, as long-range
expansion takes hold. However, there is a hard core of unemployment
which continued expansion may not touch. That is why we urgently
need a manpower re-training bill, to ease -the lingering human misery
and chronic economic waste that such unemployment represents.

In addition, nearly a million young people in our country are
neither earning nor learning. This dismal fact 1lllustrates the need
for a Youth Employment Opportunities Act, to ensure that such
frightening waste of our national potential does not continue.

And finally, although we look forward to prosperity, we cannot
guarantee that there will never be another recession. To prepare for
that possibility, President Kennedy has asked for three major counter-
cyclical measures: broadened unemployment insurance, a standby
program of public works, and the authority to promptly initiate
limited and temporary tax reductions. These are needed in the
earliest stages of recession -- when quick action can accomplish
effective results.

The achievement of our economic goals will not be easy. But
it is our responsibility to demonstrate to the world the economic
vitality of a free nation, and the value of a free enterprise soclety
where labor, business, filnance, and government work together within
the framework of a competitive price system, responding to the market
forces of supply and demand.

The stimulus of competition has brought us the world's highest
standard of living. Let us use our economic strength to develop
our nation to its true potential, to distribute fhe benefits of
growth among our people, and to share our way of life with all the
peoples of the world who choose the path of freedom.

000



TREASURY DEPARTMENT

January 19, 1962

FOR IMMEDIATE RELEASE

TREASURY DEPARTMENT RECRUITING PERSONNEL

The Treasury Department today announced a recruitment program
to fill a number of positions in the Washington and Baltimore
Offices of its various agencies. In most cases the position will
be filled by qualified persons recruited from outside the
Department.

Salarles for beginning positions range from $4,345 to $6,435 a
year; however, there are openings for positions paying up to
$12,210 a year. Included among the positions now, or soon to be
available, are statisticians and statistical assistants; research
analysts; management trainees and specialists; attorneys;
physicists; chemists; engineers (civil, electrical, mechanical,
and marine); revenue officers and revenue agents; and clerk-
stenographers.

The basic eligibility requirement for most of the professional
positions in the Treasury Department, as in other government
agencies, is qualifying in the Federal Service Entrance Examination,
popularly referred to as FSEE. This examination will be given a
number of times early this year in most large cities throughout
the country. '

Forms for the Federal Service Entrance Examination may be
obtained from the Civil Service window of most Post Offices. The
scheduled dates of the examination are as follows: February 10
(filing deadline, January 25); March 17 (filing deadline, March 1);
April 14 (filing deadline, March 29);May 12 (filing deadline,
April 26).

Applicants for the position of Revenue Officer must pass the
Federal Service Entrance Examination. Internal Revenue Agents must
have 3 years of acceptable accounting experience and pass a written
test but this is not necessary for those who have 4 years of
college, including 24 semester hours of accounting. The beginning
salary level for most of these positions is $4,345 or $5,355 per
annum, ‘

The Treasury Department is soliciting the cooperation of
colleges, universities, and civic organizations to encourage
graduating college seniors, and all other qualified, to take the
Federal Service Entrance Examination this spring.

o000
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January 19, 1962

FOR IMMEDIATE RELEASE

TREASURY DEPARTMENT RECRUITING PERSONNEL

The Treasury Department today announced a recruitment program
to f111 a number of positions in the Washington and Baltimore
Offices of its various agencies. In most cases the position will

be filled by qualified persons recruited from outside the
Department.

Salaries for beginning positions range from $4,345 to $6,435 a
year; however, there are openings for positions paying up to
$12,210 a year. Included among the positions now, or soon to be
available, are statisticians and statistical assistants; research
analysts; management trainees and speclalists; attorneys;
physicilsts; chemists; engineers (civil, electrical, mechanical,
and marine); revenue officers and revenue aﬂents, and clerk-
stenographers.

The basic eligibllity requirement for most of the professional
positions in the Treasury Department, as in other government
agencles, is qualifying in the Federal Service Entrance Examination,
popularly referred to as FSEE. This examination will be given a
number of times early thils year in most large cities throughout
the country.

Forms for the Federal Service Entrance Examination may be
obtained from the Civil Service window of most Post Offices., The
scheduled dates of the examination are as follows: February 10

 (f1ling deadline, January 25); March 17 (filing deadline, March 1);
April 14 (filing deadline, March 29);May 12 (filing deadline,
April 26). '

Applicants for the position of Revenue Officer must pass the
Federal Service Entrance Examination. Internal Revenue Agents must
have 3 years of acceptable accounting experience and pass a written
‘test but this is not necessary for those who have 4 years of
college, including 24 semester hours of accounting. The beginning
salary level for most of these positions 1s $4,345 or $5,355 per
annum,

The Treasury Department 1is solicliting the cooperation of
colleges, universities, and civic organizations to encourage
graduating college seniors, and all other qualified, to take the
Federal Service Entrance Examination thils spring.
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WASHINGTON, D.C.
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FOR IMMEDIATE RELEASE

TREASURY DECISION ON PORTLAND CEMENT
UNDER THE ANTIDUMPING ACT



FOR IMMEDIATE RELEASE

TREASURY DECISION ON PORTLAND CEMENT
UNDER THE ANTIDUMPING ACT

The Treasury Department has determined that portland cement,
other than white, nonstaining portland cement, from the Dominican
‘Republic, is being, or is likely to be, sold at less than fair
value within the meaning of the Antidumping Act.

Accordingly, this case is being referred to the United States
Tariff Commission for an injury determination.

Notice of the determination and of the reference of the case
to the Tariff Commission will be published in the Federsal Register.

The dollar value of imports received during the year 1961 was

approximately $38k4,000,



The Tressgury Dapartbent announced lest evening thab the tendars for t(wo seriss of
sasury bills, ons series to be an additionsl issus of the bills dsted Jetober 26, 1541,
i the other series to be dated Jemuery 25, 1962, which were offered on Jesusry 17, were
sened at the Federal Reserve Janks on Jamary 22. Teaders were imvited for 31,100,000,00
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WASHINGTON, D.C.
January 22, 1962

)R RELEASE A. M. NEWSPAPERS, Tuesday, January 23, 1962.
RESULTS OF TREASURY'S WEEKLY BILL OFFERING

The Treasury Department announced last evening that the tenders for two series of
geasury bills, one series to be an additional issue of the bills dated October 26, 1961,
nd the other series to be dated January 25, 1962, which were offered on January 17, were
pened at the Federal Reserve Banks on January 22, Tenders were invited for $1,100,000,000
¢ thereabouts, of 9l-day bills and for $600,000,000, or thereabouts, of 182-day bills. Thi
etails of the two series are as follows:

ANGE OF ACCEPTED 91l-day Treasury bills H 182=day Treasury bills
OMPETITIVE BIDS: maturing April 26, 1962 : maturing July 26, 1962
Approx. Equiv. 3 Approx. Equive
Price Annual Rate H Price Annual Rate
High 99.325 2.670% : 98.558 2.852%
Low 99.319 2.694% : 98.537 2.894%
Average 99.321 2.688% 1/ $ 98.5L6 2.875% 1/

80 percent of the amount of 91-day bills bid for at the low price was accepted
35 percent of the amount of 182-day bills bid for at the low price was accepted

0TAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted ¢ Applied For Accepted

Boston $ 34,828,000 $ 17,L2h,000 8,071,000 § 8,071,000
ew York 1,752,173,000 734,770,000 886,216,000 151,196,000
Philadelphia 27,715,000 11,865,000 8,238,000 3,238,000
%e;f;laﬁd 62,198,000 140,298,000 17,289,000 12,289,000
At]c.an 522 10,423,000 10,423,000 5,616,000 5,146,000
iy 26,110,000 21,832,000 8,1L);,000 7, Thly, 000
o °§€°i 232,665,000 137,826,000 11,362,000 52,362,000
Yoo ouis 27,311,000 18,899,000 , 8,511,000 7,51);,000
Kumeam}ls 22,655,000 18,305,000 . 1,718,000 11,5423, 000
Porsas City 41,713,000 28,518,000 12,660,000 12,660,000
s as . 19,156,000 1}4,556,000 s 8’787,000 ).1,787,000
an Francisco . 68,165,000 L6,875,000 : 33,611,000 30,611,000

TOTALS  $2,326,015,000  $1,101,591,000 a/ $1,116,316,000 $600,0L,000 b/

Includes $213,466,000 noncompetitive tenders accepted at the average price of 99.321

Includes $);8,061,000 noncompetitive tenders accepted at the average price of 98.546

On a coupon issue of the same length and for the same amount invested, the return on
these bills would provide yields of 2,7.,% for the 91l-day bills, and 2,96%, for the
182~day bills., Interest rates on bills are quoted in terms of bank discow’mt with
the return related to the face amount of the bills payable at maturity rather ‘than
the amount invested and their length in actual number of days related to a 360-day
year,. In contrast, yields on certificates, notes, and bonds are computed in terms
of interest on the amount invested, and relate the number of days remaining in an
interest payment period to the actuzl number of days in the period, with semiannual
compounding if more than one coupon period is involved,
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WASHINGTON, D.C.
January 23, 1962
FOR IMMEDIATE RELEASE



COMFTROLLER OF THE CURRENCY TO HOLD PUBLIC HEARING ON PROPOSED
NEW NATIONAL BANKING ASSOCIATION IN HOLDENVILLE, OKLAHOMA.

The Comptroller of the Currency-announced today that he had, at
the request of the organizers of the proposed Citizens National Bank
of Holdenville, Holdenville, Oklahoma, ordered a public hearing on
the application to form a new national bank in Holdenville, Oklahoma.
The hearing is scheduled for 9:30 A.M., Friday, February 16, 1962, in
Room 4119, Main Treasury Building, Washington, D. C.

The hearing will be on an informal basis. All persons desiring
to testify should notify the Comptroller of the Currency by February 12,

1962,
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- FOR IMMEDIATE RELEASE

January 23, 1962

SUBSCRIPTION AND ALLOTMENT FIGURES FOR TREASURY'S CURRENT CASH OFFERING

' The Treasury Department today amnounced the subseription and allotment
figures with respect to the current offering of the additional amount of
$1,000 million, or thereabouts, of 4% Treasury Bonds of 1969, due October 1,

1969.

Public subscriptions were allotted 60 percent with subscriptions for
$50,000 or less being allotted in full and those for more than $50,000
being allotted not less than $50,000.

Subseriptions and allotments were divided among the several Federal Re-
serve Districts and the Treasury as follows:

Federal Reserve
District

Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Kensas City
Dallas
San Francisco
Treasury
Govt. Inv. Accts.

Total

D-373

Total. Subscrip-
tions Received

$ 108,160,500
492,034,500
93,786,500
119,635,500
76,400,500
93,577,500
256,070,500
65,514,000
58,693,500
65,940,500
68,628,000
119,783,000
484,500
100,000,000

$1,718,709,000

Total
Allotments

$ 66,932,500
298,502,000
58,896,500
75,112,000
48,326,000
59,813,500
161,348,000
44,349,000
39,111,500
45,139,000
43,450,500

, 73,149,000
364,500
100,000,000

$1,114,494,000
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is a cause to which you can devote yourself wholeheartedly. I
congratulate you, Admiral, on your outstanding record in the service
and wish you all success in the future. And now I should like to
read the official citation accompanying the distinguished service

medal with which your country is honoring you today.
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of American merchant ships is due in no small measure to your efforts
with the Merchant Marine Safety Counecil,

This same interest in merchant marine safety was further
developed when you served as Commander of the Ninth Coast Guard
Pistrict with headquarters in Cleveland., At that time you beg¢ame
particularly convenaani with the problems of shipping on the
Great lLakes.

After this assignment you returned to Coast Guard Headquarters,
where, for the past eight years, as Chief of 8taff and Assistant
Commandant of the Coast Guard, you have worked unceasingly to
inecrease the efficiency of the Coast Guard both as a military force
and as a merchant marine safety agency.

On February 1 you will end your long and distinguished career
in the Coast Guard., But your talen&és will not be lost to your
country. For you will assume the Vice Presidency of the Lake
Carriers' Association, an organization dedicated to improving safety

standards for shippers in the Goeat Lakes area. This I am sure

vk @----oause
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REMARKS BY TREASURY SECRETARY DOUGLAS DILLON

AT PRESENTATION OF THE DISTINGUISHED SERVICE

MEDAL TO VICE ADMIRAL J. A. HIRSCHFIELD, U.S.

COAST GUARD, IN ROOM 4121, TREASURY BUILDING,

WASHINGTON, D. C., TUESDAY, JANUARY 23, 1962,
4:00 P,¥,

Much as happened since you were commissioned an ensign in 1924,

Your nine years service on line and sngineering duty with the

Destroyer Force served you very well on convoy duty in the CUTTER

CAMPBELL in the submarine~infested North Atlantic. On that

memorable day of February 23, 1943, you drove off five enemy

submarines and sank a sixth by ramming her. In that action you were

wounded and received the Navy Cross as well as the Order of the

Purple Heart,

Spmehow between assignments you also managed to acquire a

Bachelor of Laws degree from George Washington University and were

admitted to the District of Columbia Bar., This training and your

administrative talents helped you to pioneer a new era for the

Coast Guard in maritime safety. This 1s a subject which hae been

very close to your heart. I am sure that much of the progress made

by the Coast Guard in improving the safety and efficiency

ofAmerican-merchant-
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REMARKS BY TREASURY SECRETARY DOUGLAS DILLON

AT PRESENTATION OF THE DISTINGUISHED SERVICE

MEDAL TO VICE ADMIRAL J. A. HIRSCHFIELD, U.S.

COAST GUARD, IN ROOM 4121, TREASURY BUILDING,

WASHINGTON, D. C., TULSDAY, JANUARY 23, 10632,
4:00 P,.H,

Much as happened since you were commigsioned an ensign in 1924,
Your nine years service on line and engineering duty with the
Destroyer Force sexrved you very well on convoy duty in the CUTTER
CAMPBELL in the submarine-infested North Atlantic. On that
memorable day of February 23, 1943, you drove off five eneny
submarines and sank a sixth by ramming her. In that action you were
wounded and received the Navy Cross as well as the Order of the
Purple Heart,

Spmehow hetween assignments you also managed to acquire a
Bachelor of Laws degree from George Washington University and were
admitted to the District of Columbia Barx. This training and your
administrative talents helped you to pioneer a new era for the
Coast Guard in maritime safety. This is a subject which has been
very close to your heart. I am sure that much of the progress made

by the Coast Guard in improving the safety and efficiency
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of American mexchant ships is due in nojsmall measure to your efforts
wvith the Merchant Marine Safety Couneil.

This same interest in merchant m#rine safety was further
developed when you;served as Commander of the Ninth Coast Guard
District with headquarters in Cleveland. At that time you became
particularly convemsant with the problems of shipping on the
Great lLakes.

After this asgignment you returned to Coast Guard Headquarters,
vhere, for the past eight years, as Chief of Staff and Assistant
Commandant of the Coast Guard, you have worked unceasingly to
increase the efficiency of the Coast Guard both as a military force
and as a merchant marine safety agency.

On Febxuary 1 you will end your long and distinguished career
in the Coast Guard, But your talengs will not be lost to your
country. For you will assume the Vice Presidency of the Lake
Carriers® Assocliation, an organization dedicated to improving sufety

standards for sh#ppers in the Gveat Lakes area. Thias I am sure
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is a cause to which you can devote yourself wholeheartedly. I
congratulate you, Admiral, on your outstasading record in the service
and wish you all muccess in the future. And now I should like to
rgﬁg the official clitation accompanying the distinguished sexrvice

medal with which your country is honoring you today.
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sale o1 other disposition of Trcasuxy bills does not have any speciai treatment, as
such, under the Internal Reyonue Code of 1954. The bills are subject to estate,
inheritence, gift or othcr cxeise laxes, whether TFederal or State, but are exerpt Irom
11 {axetion now or hercafter lmpoged on the principol or intgrest thereof by eny State,
or any of the posscssions of the United States, or by any loéal taxing authority. For
purposes of taxotion the amount éf discount at which‘Treasury bills are originally sold
by the United Stales is considered to be interest. Under Sections 454 (b) and 1221 (5)
of the Imterncl Fevenue Code of 1954 the omount of discount at which bills issued here-
undcr are sold is not considered to accrue until such bills are sold, redeemed or other-
wige disposed of, and such bills are excluded from consideration as. capital assets.
Accordingly, the owmer of Treasury bills (other thon life insurance companieé) issued
hereunder need include in his incowe tox return only the difference between the price
paid ror such bills, vhether on original issue or on subsequent purchase, and the amount’
actually received either upon salc or redemption at maturity during the taxable year
Tor which the return is made, as ovdinory goain or loss.

Treasury Deportment Circular Ho. 418 (current révision) and this notice, prescribe’
the terms of the Treasury bills ond govern the conditions of their issue. Copies of the'

circular may be obtained from any Federal Resecrve Bank or Branch.
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printed forms and forwarded in the gpecial cenvelopes which will be supplied by Federal
Reserve Banks or Branches on application thereror.

Banking institutions generally may submit tenders for account of customers provided
the names of the customers are set forth in such tenders. Others than banking institu-
tions will not be permitted to submit tenders except for their own account. Tenders will
be received without deposit from incorporated banks end trust companies and from respon-
sible and recognized dealers in investment securities. Tenders from others must be
accompanied by payment of 2 percent of the face amount of Treasury bills applied for,
unless the tenders are accompanied by an express guaranty of payment by an incorporated
bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal Reserve
Banks and Branches, following which public announcement will be made by the Treasury
Department of the amount and price range of accepted bids. Those submitting tenders
vill be advised of the acceptance or re,ject:j.on thereof. The Secretary of the Treasury
‘e@ressly rcserves the right to accept or reject any or all tenders, in whole or in part,
and his action in any such respect shall be final. .Subject to these reservations, non-
Ecompe’titive tenders Tor $ 200,000 or less for the additional bills dated November 2, 1961

2T o

, (91 deys remaining until maturity date on May 3, 1962 ) and

noncompetitive tenders for $ lOOEOOO or less for the 182 -day bills without stated
price from any one bidder will be accepted in full at the average price (in three deci-
mels) of accepted competitive bids Tor the respective issues. Settlement for accepted

tenders in accordance with the bids must be made or completed at the Federal Reserve Bank

on February 1, 1962 , in cash or other immediately availeble funds or in a like

Tace amount of Treasury bills maturing February 1, 1962 . Cash and exchange tender:

will receive equal treatument. Cash sdjustments will be made for differences between the
par value of meturing bills accepted in exchange and the issue price of the new bills.
The income derived from Treasury bills, whether interest or gain from the sale or

other disposition oi the bills, does not have any exemption, as such, and loss Irom the
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Washington

FOR IMMEDIATE RELLASE January 24, 1962
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TREASURY'S WEEKLY BILL OFFERING
The Treasury Department, by this public notice, invites tenders for two series

of Treasury bills to the aggregate amount of $1,800,000,000 , or thereabouts, for

cash and in exchange for Treasury bills maturing February 1, 1962 , in the amount

of $1,700,235,000 , as follows:
Aol

91 -day bills (to maturity date) to be issued February 1, 1962 .
XK

in the amount of $'1,200,000,000 , or thercabouts, represent-

ing en additional amount of bills dated November 2, 1961
XRBK

and to mature May 3, 1962 , originally issued in the

amount of $ 600,408,000 , the additional and original bills

to be freely interchangeable.

182 -day bills, for & 600,000,000 , or thereobouts, to be dated

February 1, 1962 , and to mature August 2, 1962 .
RAAK

The bills of both series will be issued on a discount basis under competitive

and noncompetitive bidding as hereinafter provided, and at maturity their face amount
will be paycble without interest. They will be issued in bearer form only, and in
denominations of $1,000, :‘r;s,ooo, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value).

Tenders will be received at Federal Rescrve Banks and Brenches up to the closing

hour, one-thirty p.m., Fastern Standard time, Monday, January 29, 1962 . Tenders

will not be received at the Treasury Department, Washington. Each tender must be
for an even multiple of $1,000, and in the case of competitive tenders the price
offered must be expressed on the basis of 100, with not more than three decimals,

e. g., 99.925, TFractions may not be used. It is urged that tenders be made on the

3714



TREASURY

January 24, 1962

FOR IMMEDIATE RELEASE

TREASURY 'S WEEKLY -BILL OFFERING

The Treasury Department, by this public notice, invites tenders
for two serles of Treasury bills to the aggregate amount of
$1,800,000,000, or thereabouts, for cash and in exchange for
Treasury bills maturing February 1, 1962, in the amount of
$1,700,235,000, as follows:

91 ~day bills (to maturitg date) to be issued February 1, 1962,
in the amount of $1,200,000,000; or thereabouts, representing an
additional amount of bills dated November 2, 1961, and to

mature May 3, 1962, originally 1issued in the amount of

$ 600,403,000, the additional and original bills to be freely
interchangeable.

182 -day bills, for $600,000,000, or thereabouts, to be dated
February 1, 1962, and to mature August 2, 1962,

The bills of both series will be issued on a dilscount basis under
competitive and noncompetitive bldding as hereinafter provided, and at
maturlity thelr face amount will be payable without interest. They
will be issued in bearer form only, and in denominations of $1,000,
$5,000, $10,000, $50,000, $100, 000, $500,000 and $1,000,000
(maturity value). '

Tenders will be received at Federal Reserve Banks and Branches
up to the closing hour, one-thirty p.m.,Eastern Standard
Ltime, Monday, January 29, 1962ﬂ Tenders will not be
received at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three decimals, e. g., 99.925, PFractions may not
be used, It is urged that tenders be made on the printed forms and
forwarded in the speclal envelopes which will be supplied by Federal
Reserve Banks or Branches on application therefor.

Banking institutions generally may submit tenders for account of
customers provided the names of the customers are set forth in such
tenders. Others than banking institutions will not be permitted to
‘submit tenders except for thelr own account, Tenders will be received
without deposit from incorporated banks and trust companies and from
responsible and recognized dealers in investment securities. Tenders
from others must be accompanied by payment of 2 percent of the fuce
amount of Treasury bills applied for, unless the tenders are
accompanled by an express guaranty of payment by an incorporated bank
or trust company.

D-3T74
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WASHINGTON, D.C.
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FOR IMMEDIATE RELEASE

COMPTROLLER OF THE CURRENCY TO HOLD PUBLIC HEARING ON
APPLICATION OF THE FIRST NATIONAL BANK OF PROVINCETOWN,
PROVINCETOWN, MASSACHUSETTS, TO ESTABLISH A BRANCH IN
CHATHAM, MASSACHUSETITS.

The Comptroller of the Currency announced today that at the request
of The First National Bank of Provincetown, Provincetown, Massachusetts,
the Cape Cod Trust Company of Harwich Port, Massachusetts, The Cape Cod
Five Cents Savings Bank, Harwich Port, Massachusetts, the Chatham Trust
Company, Chatham, Massachusetts, and the Commissioner of Banks of
Massachusetts he has ordered a public hearing on the application of The
First National Bank of Provincetown, Provincetown, Massachusetts, to
establish a branch in Chatham, Massachusetts.

The hearing is scheduled for 9:30 A.M., Monday, February 12, 1962,
in Room 4119, Main Treasury Building, Washington, D. C.

The hearing will be on an informal basis and all persons desiring
to testify should notify the Comptroller of the Currency by February 7,

1962.
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WASHINGTON, D.C.
Jannary 25, 1962

FOR IMMEDIATE RELEASE

COMPTROLLER OF THE CURRENCY TO HOLD PUBLIC HEARING ON
APPLICATION OF THE FIRST NATIONAL BANK OF PROVINCETOWN,
PROVINCETOWN, MASSACHUSETTS, TO ESTABLISH A BRANCH IN
CHATHAM, MASSACHUSETTS.

The Comptroller of the Currency announced today that at the request
of The First National Bank of Provincetown, Provincetown, Massachusetts,
the Cape Cod Trust Company of Harwich Port, Massachusetts, The Cape Cod
Five Cents Savings Bank, Harwich Port, Massachusetts, the Chatham Trust
Company, Chatham, Massachusetts, and the Commissioner of Banks of
Massachusetts he has ordered a public hearing on the application of The
First National Bank of Provincetown, Provincetown, Massachusetts, to
establish a branch in Chatham, Massachusetts.

The hearing is scheduled for 9:30 A.M., Monday, February 12, 1962,
in Room 4119, Main Treasury Building, Washington, D. C.

The hearing will be on an informal basis and a%l persons desiring
to testify should notify the Comptroller of the Currency by February T,

1962.
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TREASURY DEPARTMENT
Washington

For Release on Delivery

An Address by Mr. Herbert K. May, Chief, Latin American
Division, Office of International Finance, at the U. S.
Coast Guard Academy, New London, Connecticut, Friday,
January 26, 1962, 8:00 p.m., EST.

President Kennedy announced on March 13, 1961, that he was calling
on all the people of the Western Hemisphere "to join in a new Alliance
for Progress -- a vast cooperative effort, unparalleled in magnitude and
nobility of purpose, to satisfy the basic needs of the American people
for homes, work and land, health and schools." He said that "our
unfulfilled task is to demonstrate to the entire world that man's
unsatisfied aspiration for economic progress and social justice can
best be achieved by free men working within a framework of democratic
institutions” " and he proposed for that purpose that the American
Republics "begin on a vast new Ten Year Plan.for the Americas -- a
plan to transform the 1960s into an historic decade of democratic
progress." ‘

From the perspective of one who has worked on Latin American
problems for almost twenty years, I consider it no exaggeration to
say that the preservation of Latin America within the community of
free and democratic nations depends greatly upon the success of the
Alliance.

In my opinion, the Alliance for Progress is a true innovation.
It is not simply the normal, and usually reliable, product of
adjustment to the lessons derived from previous trials and errors.
Of course, the lessons of the past did provide important guidance
toward formulation of the Alliance. OQur long and close relations
with Latin America -- particularly since the inception of President
Franklin Roosevelt's Good Neighbor Policy -~ provided an invaluable
fund of experience, a fund which was heavily drawn upon when the
Alliance was formulated. However, the Alliance reflects also a
fundamental reorientation of perspective. It reflects a funda-
mentally new approach to our relations with Latin America. And
since it is important that this new approach be understood, I am
especially grateful for this opportunity to try to explain it.
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First, however, let me describe very briefly some of the principal
considerations which form the background for the Alliance for Progress.

It is estimated that the average income per person in Latin America
is about $300 per year. Low as that average income is, furthermore, it
is important to recognize that while some Latin Americans earn more than
$300 per year -- sometimes very much more -- many Latin Americans earn
less than $300 per year, sometimes very much less. Poverty is wide-
spread in Latin America, and that poverty is so extreme in some regions
as to be almost unimaginable to most Americans. Deplorable housing and
sanitation facilities, serious malnutrition and high mortality rates are
characteristic of much of Latin America. The very low per capita incomes
of some countries are being impaired, moreover, by high. rates of popu-
lation growth and by declining levels of exportation.

No one familiar with these conditions of economic distress can be
surprised about the political unrest prevalent in the area. However,
it would be a serious mistake to attribute the political unrest
exclusively to economic factors. As we look around Latin America --
indeed, as we look around the globe -- we find that political unrest
is sometimes greater within the countries of relatively high income
than within those of relatively low income. ZEven within any particular
country, we sometimes find that political unrest is most severe in the
regions having the highest incomes. If we are to help strengthen the
forces for freedom and democracy in Latin America we must unguestionably
place special stress on efforts to promote the economic welfare of the
area. But efforts to promote economic welfare are not likely to be
enough. For nowhere is it more evident than in Latin Americe that man
does not live by bread alone.

A fresh, but sometimes icy, wind has been blowing in Latin America
during the past 15 or 20 years. Economic and social conditions which
once were tolerated everywhere as temporarily necessary, or which were
even accepted as natural and inevitable, are no longer being tolerated
or accepted. The word, "reform", 1s becoming common in political
slogans. More and more voices are belng heard asking for agrarian
reform,tax reform, education reform, banking reform, and foreign
exchange reform.

Some observers have described the changing scene in Latin America
as a so-called "revolution of rising aspirations.”" This "revolution"
is being manifested in part in the fact that increasing numbers of people
are finding it reasonable to aspire for better homes, more and better
food, better health, and even for washing machines, television sets, and
automoblles. But the "revolution" is being manifested also in the fact
that increasing numbers of tenant farmers are finding it reasonable to
aspire for their own plots of land and increasing numbers of illiterste
parents are finding it reasonable to aspire that their children be
taught to read and write.
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The demand for social justice is becoming louder and more urgent.

The positions of the richer and more influential groups of society are no
longer considered to be inevitable, if not sacrosanct. Students, farmers,
laborers, even business groups, are challenging the propriety of the
influence once exercised as a matter of right by a few large landowners.
Changes in the status quo are in the air all over Latin America.
Governments have already been elected on platforms promising such
changes, and the fact that changes will be made effective everywhere
can no longer be doubted.

There can be doubt now only @bout one question: In what direction
or directions will those changes take place? In the desire to stimulate
economic development, so as to ralse national and per capita incomes, will
the policies and practices adopted toward that end be really effective,
or will they serve instead only to weaken the present productive base,
while Tailing to replace 1t by a stronger base? Will present social
evils be overcome, or will the methods chosen for that purpose be
ineffective and even, perhaps, create new evils to add to, or supplant,
the present ones?

In that segment of President Kennedy's speech of March 13, which I
quoted earlier, he spoke of his belief that "our unfulfilled task is to
demonstrate to the entire world that man's unsatisfied aspiration for
economic progress and social justice can best be achieved by free men
working within a framework of democratic institutions." When the
representatives of the twenty Latin American Republics and the United
States met at Punta del Este in Uruguay in August, 1961, they all --
with the single exception of Cuba -~ agreed with this article of faith
and agreed to bend all of their efforts in support of what came to be
known as the Charter of Punta del Este. This basic document set down
the broad policies to be followed by those countries, individually and
collectively, to promote the Alliance for Progress, with the objective,
again as expressed by President Kennedy on March 13, that "the close
of this decade will the beginning of a new era in the American
experience. The living standards of every American family will be on
the rise -- basic education will be available to all -- hunger will be
a forgotten experience -~ the need for massive outside help will have
passed -- most nations will have entered a period of self-sustaining
growth -- and -~ although there will be still much to do -- every
American Republic will be the master of its own revolution and its
own hope and progress.”

The President's reference to the Latin American need, at present,
for "massive outside help" requires a special comment. Secretary Dillon,
who was Chairman of the U. S. Delegation to the Conference at Punta del
Este, told that Conference on August 7, 1961, that, "Looking to the
years ahead, and to all sources of external financing -- from inter
national institutions, from Europe and Japan as well as from North
America, from new private investment as well as from public funds --
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Latin America, if it tokes the necessary internal measures, can reasonably
expect 1ts own efforts to be matched by an inflow of capital during the next
decade amounting to at least twenty billion dollars. And most of this will
come from public sources. The problems, I am convinced, will no- longer lie
in shortages of external capital, but in organizing effective development
programs 50 that both domestic and foreign capital can be put to work
rapidly, wisely, and well."

It is natural that most observers have focused on Secretary Dillon's
reference to "at least twenty billion dollars." This is in fact a massive
sum. It can make a very great contribution to the economic and social
progress of Latin America. However, careful attention should also be
placed upon two other points made in that statement. He said that Latin
America can reasonably expect such an inflow of capital "if it takes the
necessary internal measures." He said also, that while the expected inflow
of capital would overcome the shortage of external capital for Latin America
the problem in that ares will be "in organizing effective development
programs so that domestic and foreign capital can be put towork rapidly,
wisely, and well."

s

I would like to focus this evening on those two points, inasmuch as
they constitute two of the most important aspects in which the Alliance
for Progress represents an innovation in inter-American relations.

First, let us look a bit more closely at the need for organizing
effective development programs. This need derives in large part from
the fact that the economic and social development of Latin America does
not depend exclusively, or even primarily, upon the receipt of funds
from abroad. All economists vho have analyzed the Latin American scene
agree that 1f the economic and social development of Latin America is
to proceed as we all want it to proceed, each of the Latin American
countries participating in the Alliance for Progress must make a mammoth
effort to put its own internal resources to the best possible use. Help
from abroad can only help. It cannot do the job alone. It can provide
a greatly needed supplement to the internal resources available within
Latin America. But no matter how great the foreign assistance, the
economic and social development of Latin America would move forward at
a very slow pace or would not move forward at all if the various Latin
American countries were at the same time to relax their own efforts.

Secretary Dillon pointed out, in a speech before the Inter-American
Economic and Social Council on November 30, 1961, that "dollars don't
mean development. At the very outset, our opportunity for success can be
wiped out, and the hope of the hemisphere can be betrayed, if we assume
that the Alliance for Progress is no more than a loan program. It is,
and will be, far more. Loans there will certainly be. But we have no
intention ~- now or later -- of making loans for other than sound
reasons of development or need. At Punta del Este we agreed that thir

was to be a genuine Alliance, with full cooperation and matched effort,
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and that the other republics would make their own entry into the decade of
development. We will be a partner in hemispheric progress, but we do not
intend, and in fact we cannot, carry the whole load. Fully 80 percent of
the resources needed to move the hemisphere into the twentieth century must
come from Latin America itself."

It was for this reason that the Latin American countries participating
in the Alliance for Progress agreed at Punta del Este to concentrate upon
the formulation, as soon as possible, of long-term national development
programs which would contain the following principal elements smong others:
(1) The establishment of mutually consistent targets in expanding productive
capacity in industry, agriculture, mining, etec.,...and in improving conditions
of urban and rural life, (2) The assignment of specific priorities, and the
description of methods, to achieve those targets, (3) The determination of
direct governmental operations and of measures designed to promote private
enterprise in support of the development program, and (4) The pursuit of
Pbasic fiscal and monetary policies directed toward the maintenance of price
stability, so0 as to encourage maximum savings and the best possible utili-
zation of private investment funds.

The process whereby sound development programs may be formulated is
a highly technical one, and I will not bore you with any of its details.
I wish to emphasize, however, that development programming, as envisioned
in the Alliance for Progress, consists of much more than the construction
of mechanical models by economists and engineers operating under the
influence of textbooks and slide rules. Secretary Dillon stated that "if"
Latin America "takes the necessary lnternal measures" it msy reasonably
expect an inflow of at least 20 billion dollars during the next ten years.
The formulation of technically sound national development programs is
critical for thet purpose. However, the Charter of Punta del Este
emphasizes that those programs must not only be technically sound,
but must also call for implementation of a series of basic economic and
social reforms.

The participating countries considered those reforms so important
that they gave them rpecial prominence in the "Declaration to the Peoples
of America" which served as the introduction to the Charter. I will not
quote the full "Declaration" here, but I believe that you will attain a
fuller appreéiation of the "revolution of rising aspirations" in Latin
America if I cite just a few of the reforms highlighted in that Declara-
tion as representing the goals to which the peoples of the Continent
are dedicating themselves:

"To carry out urban and rural housing programs to
provide decent homes for all our people.

"To encourage ... programs of comprehensive agrarian
reform ... so that ... the land will become for the
man who works it the basis of his economic stability,
the foundation of his increasing welfare, and the
guarantee of his freedom and dignity.
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"To assure fair wages and satisfactory working conditions
to all our workers.

"To wipe out illiteracy; to extend ... the benefits of
primary education to all Latin Americans; and to provide
broader facilities, on a vast scale, for secondary and
technical training and for higher education.

"To press forward with programs of health and sanitation
in order to prevent sickness, combat contagious disease,
and strengthen our human potential.

"To reform tax laws, demanding more from those who have
most, to punish tax evasion: severely, and to redistribute
the national income in order to benefit those who are
most in need, while, at the same time, promoting savings
and investment and reinvestment of capital."

It might be useful at this point to caution against any tendency to
put economic development and social development into separate, and even
conflicting, compartments. It is true that foolishly devised programs for
social development may interfere with sound economic development, just as
foolishly devised programs for economic development may interfere with
sound social development. Wisdom is necessary for the formulation of
each type of development. But -- assuming such wisdom -- economic
development and social development will not only move along together,
but will be nutually reinforecing.

The establishment of new factories, the improvement of agricultural
productivity, the expansion and strengthening of transportation systems --
all of these and many other types of growth usually encompassed within the
concept of "economic" development will tend to increase national incomes,
thereby making possible an increase of per capita incomes and such social
advances as better housing and easier access to basic and higher education.
On the other hand, the reforms usually encompassed #ithin the concept of
"social" development may greatly facilitate "economic" development.
Agrarian reform, for example, may lead to better land use and, therefore,
higher agricultural production. Encouragement to léw cost housing may
help strengthen the construction industry. Improvement in school systems =--
certainly one of the most necessary of social reforms in Latin America --
1s also one of the more Important requirements for economic developument,
in view of the need in every developed and developing country for a
literate people, with various forms of technical and managerial skills.

However, social and economic reforms can not be accomplished egsily.
It is no easy matter to change ways of life, to uproot traditions, which
have prevailed in Latin America for centuries. It is no easy matter to
establish these reforms in such a way as to be harmonious with all of the
measures necessary for achievement of economic development. But it is
only through the firm achievement of these goals that all of the peoples
of Latin America will participate fully in the benefits of economic
development. It is only in this way that the Alliance for Progress will
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have proven to be successful. And we of the United States can not bring
those reforms to pass. They can only be devised and implemented by the
Latin Americans themselves. This is why "self-help" is a major pre-
requisite for U. S. assistance under the Alliance. And this is why I
believe that this greatly increased insistence upon "self-help" is part
of a new and major change in the relations between the United States and
Latin America.

I want now to refer to one other, and highly important, respect in
which the Alliance for Progress reflects a major change in Inter-American
relations. I am referring to the steps outlined in the Charter of Punta
del Este for implementation of the Alliance. The United States Government
as well as American investors have provided a great deal of effective
asslstance to promote the economic development of Latin America, especially
since the end of the Second World War. Just during the decade of the
1950s, U. S. Government assistance to Latin America totalled about $3.5
billion, of which the Export-Import Bank alone provided $2.2 billion in
long-term loans. In addition, new U. S. private investment in Latin
America during that decade almost doubled, increasing from $3.7 billion
to $7.2 billion. Also, the United States Govermment supported the
creation in 1959 of the Inter-American Development Bank and agreed to
provide $450 million toward the capital resources of that Bank. Moreover,
the United States Govermment undertook at Bogota, Colombia, in Septenber,
1960, to provide $500 million for a social development program, based on
self-help, in Latin America.

Nevertheless, I think it fair to say Latin Americans have never been
confident about the circumstances under which they might obtain additional
assistance. Lack of confidence in this regard has in turn led to certain
consequencés harmful not only to the development of those countries,
but harmful also to the promotion of better Inter-American relations.
Among those harmful consequences may be mentioned the fact that Latin
Anerican Governments have frequently failed to concentrate their efforts
on the formulation of sound loan applications because of a skepticism
or cynicism as to the willingness of the U. S. Government to give those
applications favorable consideration. Also, there has been an undue
propensity in some countries to emphasize the political urgency, rather
than the economic merits, of many of the loan applitations which have
in fact been submitted. Finally, even where governmental and private
for U. S. loans, the applications have frequently proven to be unaccept-
able because of poor technical preparation. '

The formulation of sound development programs and implementation of
"self-help"” measures will contribute greatly toward the preparation of
sound loan applications. We believe that the same objectives will be
considerably abetted, however, by utilization of the instrumentalities
established in the Charter of Punta del Este for implementation of the
Alliance. TFor these instrumentalities provide a unique importance to
the word "Alliance" in the Alliance for Progress.
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The most important instrumentality established for that purpose is
the so-called "Panel of Experts." The specific menbers of the Panel of
Experts were selected at the meeting of the Inter-American Economic and
Social Council which closed on December 9, 1961. The Panel consists of
nine men highly experienced in problems of economic development. Of the
nine men, seven are Latin Americans who have had considerable experience
in development planning in their own countries; one is a highly qualified
American economist; and one is a highly qualified British economist. The
Panel of Experts was formally convened for the purpose of beginning its
work early this month.

It is too early to describe in detail the procedures which will be
followed by the Panel of Experts in carrying out its assignment. Never-
theless, the importance of the Panel for the implementation of the Alliance
for Progress is so great that I feel that I should tell you a little about
the role set out for it in the Charter of Punta del Este.

The Charter of Punta del Este provides that each participating
Govermment may, if it so wishes, present its program for economic
and social development for consideration by the Panel of Experts. The
Panel. of Experts will appoint a separate small Subcommittee to consider
the program of each such country. That Subcommittee, utilizing such
expert assistance from other sources as it may require, "will study the
development program, exchange opinions with the interested government
+as to possible modifications and, with the consent of the government,
report its conclusions to the Inter-American Development Bank and to
other governments and institutions that may be prepared to extend
external financial and technical assistance in connection with the
execution of the program."” It is further provided in the Charter of
Punta del Este that the Inter-American Development Bank '"may undertake
the negotiation required to obtain such financing, including the organi-
zation of a consortium of credit institutions and governments disposed
to contribute to the continuing and systematic financing, on appropriate
terms, of the development program."

Secretary Dillon stated at Punta del Este that the United States
Government would expect the recommendations of the Panel of Experts
"to be of great importance in determining the allocation of our own
resources to Latin America for development purposes. We would also
expect other friendly governments which are potential suppliers of
capital, together with the international institutions in which we par-
ticipate, to accept these expert recommendations as a major factor in
their decisions on aid for Latin America."

Considerable importance should also be attached to the fact that the
Organization of American States and the Inter-American Economic and Social
Council, the Inter-American Development Bank, and the United Nations
Economic Commission for Latin America have all dedicated themselves and
all of thelr resources toward provision of such technical assistance and
all other assistance as they can provide toward implementation of the
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Alliance for Progress. The Alliance for Progress does in fact represent
a whole-hearted and vigorous alliance, embracing all organs of Inter-
American collaboration, with the objective of promoting the economic and
social welfare of all of the peoples of the Americas.

I wish now to make special reference to the man who has been designated
by President Kennedy as the U. 8. Coordinator of the Alliance for Progress.
He is Mr. Teodoro Moscoso. Mr. Moscoso was born of American parents in
Spain in nineteen hundred and ten. After graduating from the University of
Michigan in 1932 he became active in the business and civiec life of Puerto
Rico and in 1950 he became Administrator of the Economic Development
Administration of Puerto Rico. He remained in that capacity until March
1961 when he was appointed U. S. Ambassador to Venezuela. In his capacity:
now as the U. S. Coordinator of the Alliance for Progress and as Regional
Adnministrator for Latin America in our Agency for International Development,
Mr. Moscoso's responsibilities for pulling together all of the many and
diverse aspects of the U. S. policy as they affect Latin America are very
great. I want to take this opportunity to express my own enthusiasm for
the appointment of Mr. Moscoso. His experience, intelligence, and energy
are all of a very high order and his willingness to undertake this task
has reconfirmed the likelihood that the Alliance for Progress will, in
fact, prove to be a success.

In closing, I wish to revert to President Kennedy's statement that
"our unfulfilled task" -~ the task which he placed on the shoulders of the.
Alliance for Progress -- "is to demonstrate to the entire free world that
ian's unsatisfied aspiration for economic progress and social justice can
best be achieved by free men working within a framework of democratic
institutions." The peoples of Latin America are demanding increasingly,

. and ever more urgently, that changes be made in their mode of life, to
the end that they live more comfortébly and with greater personal dignity.
The United States Govermment believes that their objectives are worthy
objectives, closely similar in almost every respect to those which have
motivated the people of the United States throughout our own history.

We believe that, if the people of Latin America do what they can to help
themselves, it is in the interest of the United States to do what we
reasonably can do to help them reach those obJectlves.

The Alliance for Progress is designed to offer the peoples of Latin
America the realistic expectation of better days to come. It is designed

to_demongtrate that the people of the United States stand ready to help
them attain those better days. It is designed to demonstrate that free
men, working together in a true spirit of brotherhood, can reach goals
undreamed of, and certainly unattained, by men living in chains. He
have offered Latin America the hope and expectation. We must now see
that hope and expectation are translated into reality.
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Mr. Chairman and members of the Committee:

I am pleased to participate with the Director of the Budget Bureau in
discussing the 1963 budget with you. I will direct my remarks to the revenue
estimates and the economic outlook.

Budget receipts for the fiscal year 1961 totaled $77.7 billion. They
are estimated to rise by $4.t billion to $82.1 billion in the current fiscal
. year and further by $10.9 billion to $93.0 billion in the fiscal year 1963.

Over four-fifths of all Federal revenues come from taxes on incomes
earned by individuals and corporations, but in the case of corporations and
non-withheld personal incomes only with a considerable lag. For the fiscal
year ending June 30, 1962, the bulk of our tax receipts are based on incomes
earned during calendar year 1961, And again, for the fiscal year ending
June 30, 1963, the bulk of our collections are based on economic activity in
calendar 1962. That is why the table I am submitting shows receipts for
fiscal years and economic activity for calendar years.

Al) major tax sources, as indicated in the attached table, show increases
for both fiscal years 1962 and 1963. The individual income tax will continue
as the single most important source of revenue and provides more than
50 percent of budget receipts in the two fiscal years. Receipts from that
source are estimated to show substantial gains in both fiscal years.

Receipts from the corporation income tax, the second most important
source of revenue, are expected to rise only slightly in the fiscal year 1962
because corporate profits in 1961 were only very little better than in 1960.
In fiscal 1963, corporation income tax receipts, reflecting a sharp improve-
ment in profits during calendar 1962, should increase by $5.3 billion,
accounting for almost 50 percent of the rise in total revenues.

Relatively substantial gains are also estimated for the other major
sources of tax revenue, the excise taxes, estate and gift taxes and customs.
Revenues from miscellaneous receipts, primarily from non-tax sources, are
expected to drop sizably in 1962 but to rise in 1963 to a level somewhat
higher than that of 1961.

Estimated receipts of $93.0 billion in the fiscal year 1963 represent an
increase of 13.3 percent over the estimates of $82.1 billion for 1962, This
increase, larger than the average annual increase to be expected, is not in-
consistent with gains in revenues during recovery periods. Receipts in the
fiscal year 1960, reflecting the economic recovery from the 1957-1958 recession,
rose 14.5 percent over fiscal year 1959. Receipts increased almost 16 percent
in the fiscal year 1956 as compared to 1955 after adjusting that year for the

effect of the acceleration of corporation income tax collections under the
Mills plan,
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These revenue estimates reflect our belief that the economy which has
already achieved substantial recovery fromithe 1960-1961 recession will
continue to move forward and that substantial further gains in employment
and incomes will be realized. The economic projections underlying our
revenue estimates may be expressed in terms of three important economic
measures: gross national product, personal income and corporate profits.

Gross national product, the total value of goods and services produced,
rose from a seasonally adjusted annual rate of $501 billion in the first
quarter of 1961 to $542 billion in the fourth quarter. This is a rise of
$41 billion or 8.2 percent, an average querterly rise in excess of 2% per-
cent. For 1961 as a whole, gross national product was $521 billion. The
projected continuation of this expansion, but at a somewhat slower average
rate of 2 percent, would result in a gross national product in the calendar
year 1962 of $570 billion. This is an increase of $49 billion over the
calendar year 1961.

A further expansion through and beyond the end of 1962 would be entirely
consistent with past experience. Even the shortest postwar recovery, that
of 1958-1960, lasted 25 months.

Personal income, which did not decline significantly during the
1960-1961 recession, partly because of anti-recession measures, rose from
a seasonally adjusted annual rate of $405 billion in the first quarter of
calendar year 1961 to $429 billion in the fourth quarter. By December,
the rate had reached $431.3 billion, bringing the total for the year as a
whole to $417 billion. For the calendar year 1962, personal income is
expected to rise to $448 billion, a figure consistent with the increase in
the value of goods and services anticipated for that year.

Corporate profits normally fluctuate sharply over the business cycle.
In the first quarter of calendar year 1961, the annual rate had dropped to
$39.6 billion, $8.5 billion below the $48.1 billion rate for the same
quarter of the preceding year. Since then, profits have risen sharply, and
current indications are that they exceeded a $50 billion rate in the fourth
quarter., However, because they began the year at such' a low level,
corporate profits for calendar year 1961 as a whole are now estimated at
$46 billion, not much higher than the total of $45 billion in 1960. This
relatively small difference in annual corporate profits for the two years
is responsible for the limited rise in corporate income tax receipts in
the fiscal year 1962.

A continued rise from the fourth quarter 1961 level of over $50 billion
is expected to carry corporate profits for the calendar year 1962 to
$56% billion, an increase of approximately $10% billion asbove 1961. This is
in line with past experience during similar recovery periods. The increase
in percentage terms comes to less than 23 percent, compared to the increase
of 25 percent in 1959 and nearly 32 percent in 1955.
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Estimated profits for 1962 would be approximately 9.9 percent of gross
national product, significantly less than the ratio of 10.7 percent in 1956,
the last fully comparable year as far as general business activity is
concerned. In 1959, when the long steel strike cut sharply into profits
and c;gtailed revenues, the ratio was only slightly lower than proJjected
for 1962.

In summary, we anticipate that the recovery movement will remain strong,
but that the recent very rapid rate of expansion, typical of the early
months of recovery, will slow somewhat during the latter part of the period
underlying fiscal year 1963 receipts. Our projections appear reasonable and
realistically attainable on the basis of past experience during comparable
recovery years, .

Our revenue estimates for 1963 have been prepared on the assumption that
the present tax rates on corporation income and certain excises are extended
for another year beyond their scheduled expiration date of June 30, 1962.
Postponement of these changes for another year will prevent a revenue loss
of $2.8 billion in 1963. The estimates further assume that the recommendations
of the President with respect to transportation taxes will be enacted.

With regard to tax legislation, extensive and careful consideration has
already been given to the proposals. ennumerated in the Presidentts special
tax message to the Congress last April. The House Committee on Ways and
Means has made action on these recommendations its first order of business
this year., We particularly urge enactment of the tax credit for investment
in depreciable equipment, with any net reduction in fiscal 1963 revenues
resulting from its adoption to be offset by additional revenues from the
enactment of other measures to remove defects and inequities in the tax
structure, Only in that way can the overall balance be maintained, so that
the budget may play its proper role in encouraging growth without inflation
in the economic setting likely to prevail in the months ahead.

In closing may I express my appreciation for this opportunity of
explaining to the Senate Appropriations Committee the basis of our revenue
projections and estimates. I look forward to working with the Committee in
the best interests of the Nation.



Net budget receipts

Budget receipts, actual fiscal year 1961 and estimated
fiscal years 1962 and 1963; and underlying
income assumptions

(In billions of dollars)

: Fiscal ¢ ¢ Estimated
¢ year ¢ : Fiscal : Fiscal
s 1961 : : year : year
:(actual): : 1962 : 1963

Receipts
Individual income tax:

Withheld Secccrscsrssscsscrsecocsssncsrsrsccene 2803 31.5 35,
Not withheld scccecececoveccocccccsccsaccccces 13,0 13.5 14,1
L T 1 I 5.0 §9.3
Corporation income t8X eeececcsosaciscscacocanss 21,0 21,3 26.6
Excise taxes ...q..ooooo-ao.oo--ccoc---oo--.ooao 9.1 9.6 10.0
Estate and gift taXeS sceeccccccccssssvcccsancse 1.9 2,1 2.3
Customs 9 €08 0000000000000 00000000000ccs0svrosccoe 1.0 1.2 lq3
Miscellaneous receipts scececccesscscscacsccnscs 3.4 2.9 3.5
Net budget receipts8 sececececscesaccsccsncans TTleT 02,1 93.0

Calendar years .
1960 * % 1961 * 1962

Income levels ’ ' ‘

Gross national ProduCt eeeceeccesccccscocssssssce 50U,k 52,2  570,0
Personal income @e 009 s eesscsse0cssesntessacBete e ,'"02.2 h‘l607 ,'I'l"706

COrpOr.ate PrOfitB 9000000000000 000v00sv00aROREELTY h‘S.O )“‘601 56.5
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FOR RELEASE A. M. HWWSPAPERS, Janwary 29, 1962
Tuseday, Janusry 30, 1362.

RESULTS OF TRBASURY'S wERKLY BILL OFFERING

The Treasury Department announced last evening that the tenders for two seriss of
Treasury bills, one series to be an additional issue of the bills dated November 2, 1
and the other series to be dated February 1, 1962, which were offered on Janvary
cpened at the Foderal feserve Banks om Janwary 29. Tenders wers invited for n,zoa,aoo
or thereabouts, of 9l-day bills and for $600,000,000, or thereabouts, of 182.day bills,
The details of the two series are as follows:

RAKGE OF AGCEPTRD $leday Treasury bills (]
COMPETITIVE BIDS: maturing X 1962 3
PRIOX. V. 3

Price Asaual Aate t

Eﬁgh ;gnﬂg g Evgzg :

Low 99.313 2.728% ) ‘
Average 99.316 2,705/

Excepting ome temder of $150,000; b/ Execepting one tender of $10,000
percent of the amount of Jl-day bid for at the low price was accepted
hﬁm«:mmtotme-«smnmdgrnmmm was accepted

TOTAL TENDEAS APPLIED FOR AND ACCEPTED ax FEDERAL RFSERVE DISTRICTS:

Distriet sd_For et : For Aeces

oo PRy Sw
Sew Iork 1;&832”,9& H lgm'm,m hn)m'm
Philadelphia 32,849,000 ' 6,657,000 1,622,000
Cleveland %3%8, ] 11’118'@ 8.956M
Aiehmond 9,542,000 ' 1 000 1,20k,000
Atlanta 17,470,000 ] 3,921,000 2,721,000
Chieage 219,274,000 : 99,570,000 35,570,000
st. Louis 28,112,000 ' 2 775,000 3,775,000
¥immeapolis 22,756,000 ' +080,000 2,370,000
Kansas City 35,905,000 ' 7»332,000 6,087,000
Dallas 29,326,000 ' 10,718,000 +223,000
San Franecisco 112,591,000 : 90,757,000 55

TOTALS  $2,213,l4,000  §1,201,104,000 ¢/ $1,335,152,000  §600,310,000

Includes $198,680,000 noncompetitive tenders accepted at the average price of 99.316
Inclum $43,276,000 noncompetitive tenders accepted at the aversge price of 98,514
a issue of the same length and for the same amount invested, the rctmnl

11: would provide yields of 2,76%, for the Jl-day bills, and 3.02%, for th

iﬁi-&% bills, mn:; rgn on bm;r aa. in terms of m disecount uith
return rela ee amount yable at maturity rethe
the amount invested and their inmmnuhg:-o hnrmw 320-“

year. In eontrast, yields on bonds are muml
etintomtaam'mmt inmm,menhutaanwmofwnmimuﬁ

i.ntcrutpnmt riod to the actual mumber of in the perilod, with
compounding i nzmemeommmun'g' '

Y Mjw/oZL37f_“



WASHINGTON, D.C.

"R RELEASE A. M. NEWSPAPERS, Janvary 29, 1962
[uesday, Januvary 30, 1962.

RESULTS OF TREASURY'S WEEKLY BILL OFFERING

The Treasury Department announced last evening that the tenders for two series of
i@reasury bills, one series to be an additional issue of the bills dated November 2, 1961,
and the other series to be dated February 1, 1962, which were offered on January 2L, were
opened at the Federal Reserve Banks on January 29. Tenders were invited for $1,200,000,00
or thereabouts, of 91-day bills and for $600,000,000, or thereabouts, of 182-day bills.

The details of the two series are as follows:

hmmE OF ACCEPTED 91-day Treasury bills : 182-day Treasury bills
COMPETITIVE BIDS: maturing May 3, 1962 e maturing August 2, 1962
Approx. Equiv. Approx. Equiv.
Price Annual Rate H Price “Annual Rate
High 99.322 a/ 2.002% : 520 b, 2.921% &
Low 99.313 ~ 2.718% : 98,511 2.9L5%
Average 99.316 2.705% 1/ 3 98.51L 2,939% 1/

a/ Excepting one tender of $150,000; b/ Excepting one tender of $10,000
37 percent of the amount of 9l-day bills bid for at the low price was accepted
48 percent of the amount of 182-day bills bid for at the low price was accepted

TQTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

o,

District Applied For Accepted : Applied For Accepted

Boston $ 30,473,000 $ 1L,473,000 s § 5,665,000 $ 5,065,000
New York 1,628,238,000 775,483,000 : 1,077,105,000 471,770,000
Philadelphia 32,849,000 11,849,000 6,657,000 1,622,000
Cleveland 146,908,000 28,758,000 17,118,000 8,956,000
Richmond 9,542,000 9,542,000 : 1,454,000 1,20L,000
Atlanta 17,470,000 15,100,000 : 3,921,000 2,721,000
Chicago 219,274,000 175,454,000 99,570,000 35,570,000
St. Louis 28,112,000 22,112,000 55775,000 3,775,000
Minneapolis 22,756,000 17,811,000 : 8,080,000 2,370,000
Kansas City 35,905,000 24,905,000 7,332,000 6,087,000
Dallas 29,326,000 24,326,000 10,718,000 5,223,000
San Francisco 112,591,000 81,291,000 90,757,000 55,547,000

TOTALS  $2,213,L4l)4,000  $1,201,104,000 ¢/ $1,33k4,152,000 $600,310,000 d/

¢/ Includes $198,680,000 noncompetitive tenders accepted at the average price of 99.316

4/ Includes $L3,276,000 noncompetitive tenders accepted at the average price of 98.51l

i/ On a coupon issue of the same length and for the same amount invested, the return on
these bills would provide yields of 2,76%, for the 9l-day bills, and 3.02%, for the
182-day bills. Interest rates on bills are quoted in terms of bank discount with
the return related to the face amount of the bills payable at maturity rather than
the amount invested and their length in actual number of days related to a 360-day
year, In contrast, yields on certificates, notes, and bonds are computed in terms
of interest on the amount invested, and reiate the number of days remaining in an
interest payment period to the actual number of da{s in the period, with semiannual
compounding if more than one coupon period is involved.

D-375
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The}Continuing Challenge

The continuing economic challenge before us is clear: we
must fashion the most effective arrangements posslible to assure
that our free economy will reéch its unrivalled potential and
enable us to fulfill our responsibilitiés for leadershlip in the
free world. 1In meeting that challenge, we are actingtin those
areas where Government can appropriately'and_helpfully initiate
new programs and policies. Equally important, we have tried to
be consclous of those things Government cannot do, or that the
private sector of our economy can do better.

The essential and unique characteristic of the American
economy 1is the strength it derives from individual freedom for
all of us -- as workers, employers, owners, and consumers.,

In shaping our program for the years ahead, we are working toward
the sort of environment that will strengthen and preserve that

precious heritage.

00o
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will powerfully reinforce the effectiveness of the Fund, and
could be of ‘great assistance to the United States. Enabling
legislation will be submitted to the Congress shortly.
Economic Security and Stabilization

The President has proposed a serles of measures to promote
greater economlec security for all our people, to permif more of our
citizens to share fairly in the growth of the economy, and to reduéé
the hardships and waste of recurrent recessions. Ald to depressed
areas and worker retraining can help speed growth and eliminate
pockets of hardshlp. Broadened unemplo&ment insurance can both
reduce personal misfortune and strengthen the "automatic stabilizers'
that have helped prevent our postwar recessions from turning into
full scale depressions. And, a reserve shelf of public works will
strengthen our defenses against a possible future recession.

The Presidént has also set before you a carefully devised plan
for introducing an element of flexibility 1nto'our tax structurefl
The measure would facllitate a timely, but temporary, reduction in
personal income tax rates, at his initiative, in the event of a
serious business downturn. Its significance lies in the fact that
a reduction in personal tax rates could speedily give a powerfgl
boost to consumer spending power at critical Junctures, when delay

might permit cumulative downward forces to take hold. Adequate -

safeguards are provided, including strict limits on the amount and
duration of any such tax reduction. This carefully circumseribed
delegation of authority to the Presldent, always subject to

Congressional veto, would be a significant addition to our arsenal

of anti-recessionary weapons.
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financial powers on a perilodic basis. These discussions havé

C :3

lald the foundation of common understanding and cooperation that
i1s a prerequisite for effective international action to prevent,
1limit, or offset currency movements that could undermine a stable
monetary system. They have been supplemented by Federal Reserve
participation in the regular meetings of European central bankers
at Basle, and by billateral consultations with our principal
financial partners.

The Treasury also has undertaken the purchase and sale of
foreign currencies for the first time in a generation. These
operations ‘helped at certain critical periods to reduce incentives
to shift funds abroad on a speculatlive basis or to take advantage
of temporary differentials in the exchange markets. The Federal
Reserve has also recently decided to undertake operations in
forelgn currencies, a development which we in Treasury regard as
highly promising. Chairman Martin will be elaborating further on
this approach during his testimony thils afternoon. I look forward
to our contlnued cooperation with the Federal Reserve in the
international fleld, Jjust as in the domestlc area.

Flnally, and most significant for the stréngthening of the
international monetary system, 1ls the.agreement reached among ten
of the major industrialized countries to buttress the resources
and capabilities of the Internatlonal Monetary Fund by lending it
specified amounts of thelr own currenciles when necessary to cope
with temporary stresses. This $6 billion of standby facilities,
including almost $2-1/2 billion of European Common Market

currencies, will both reduce the likelihood of a "run" on any

member currency and provide the means to withstand the impact of ™

a speculative attack should one develop., The new arrangements
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year, Some shifts recorded as an outflow were apparently proqgtly
reinvested in the New York market by agencies of foreign banks.
This again seems to be the case pa:ticularly with Canadian banks
and thelr agencles., We cannot as yet pinpoint the relative weight

of all these factors. There are serious questions whether our

conventionéi%cias;ificationsjbf short-term capital flows accurately
reflect their true significance for the balance of payments. This
difficult subject is presently a matter of intensive study.
Certainly, the fact that the exchange markets have been calm for
months belies any implicatilon that‘these recent outflows are a
symptom of concern about the dollar. So does the fact that a much
smaller proportion of the dollars flowing abroad was converted into
gold during 1961."In addition early and necessarily fragmentary
data for January indicate that these unuSu§1 outflows have ceased.

Strengthening the International Monetary System

Whatever their cause, the large flows of short-term.qapital
since the institution of currency convertibility by major foreign
countries provide evidence of the need to bulwark the dollar and
the whole international payments mechanism against their potentially
disturbing impact. In a world of convertible currencies and free
markets, sizable flows of liquid funds between markets can be
expected as a natural response to myriad changes in both our owﬁ‘and
foreign economies., The danger is that,under certailn circumstanees;
they may set off self-propelling speculative movements.

During the past year, we have used three approaches in dealing
with this problem:

For many months, the Treasury, operating within the framework of
the newly created O;ganizationwof'Economic Cooperation and

Development, has been conducting fruitful consultations with other
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To an overall deficit -- including short-term capital outflowy t-
approximating $2.5 billion, down from $3.9 billion in 1960 and from
an average of $3.7 billion over the three years 1958-1960,

Much remains to be done before equilibriuh is restored.
Some year-end figures now becoming avallable and tentatiw data
for the fourth quarter emphasize the need for caution. The
over-all deficit appears to have risen to well over $1 billion in
the final quarter, considerably above the average for the first

three quarters of the year.

The increase in the deficit from the third to fourth quarters
appears to have been entirely a matter of short-term capital
outflows -- one of the most elusive items to pin down statistically.
Estimates now at hand suggest that these flows, for the ye@r as a
whole,were almost as large as in 1960,

There were, however, clear and significant differences in
the character of these outflows. In 1960, reflecting some
uncertainty over the stability of the dollar, the outflow had been
in considerable part of a speculative character, and the flows were
quickly translated into a draln of gold. This disruptive
speculation ceased early in 1961. There.was, however, a continuing
outflow of short-term funds over the first three quarters of 1961,
related largely to an increase in the financing of foreign trade
by American banks.

In the fourth quarter, a further outflow from this source was
coupled with large shifts of liquld funds to foreign markets --
partly in response to interest rate differentials, and partly
related to certain quirks in the impact of domestic and foreign tax
treatment of earnings of American companies wiéh operations in

Ccanada resulting from changes made in Canadian tax laws during the
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expanding our export potential and forging a strong Atlantic
trading partnership. To seize this opportunity, President*Kennédy
has sent to Congress a new Trade Expansion Act.

Increased exports are, over the long run, the most effective
means of eliminating our baslic balance of payments deficit in
a manner consistent with our other objectives and responsibilities,
But because of our current position, other efforts to reduce the
" drains directly related to our overseas commitments must be
continued and reinforced.

One of the most important 1s the negotiation of arrangements
with certaln of our allies to offset the dollar outflow arising
from maintaining our ﬁilitary forces overseas. In addition, a
large portion of our economic assistance is being tied té

purchases in this country. And, the proposed legislation to

equalize the impact of the corporateiincome'tax on business

|
operations at home and in developed countries abroad would eliminate
a special stimulus to investment in industrialized nations.

The Balance of Payments in 1961

Although some of these measures have been in effect for only
a limited period of time and others are yet to be undertaken,
our balance of payments showed substantial improvement for 1961 as
a whole. While firm data are still not available, current
indications are that the basic deficit -- the net of all our
recorded transactions except volatile short-term capital flows --
declined to roughly $600 million, as compared to almost $2 billion
during 1960. A part of this improvement -- almost $700 million --
cén be credited to advance repayments by foreigners of long-term
Government loans., Nevertheless, the improvement in the remainder

of the basic account was substantial. Preliminary figures point
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the nature of these proposals would be premature, but a thorough,
going reform of this t&pe will almost certainly entall some
adjustments in the baslc individual tax rates.

Toward Payments Equilibrlum

Tax reform to stimulate modernization of our 1ndgstria1
equipment provides a foundation for other efforts to improve our
balance of payments positlon, 1lncluding measures aimed directly at
increasing exports to the large and rapidly growing markets of
Europe and other developed countries. The Administration is
pursuing with vigor 1lts program to make more American businesses
aware of the opportunities in foreign markets, to familiarize those
markets with American products, and to enlarge and speed the flow
of informatlion between American producers and their potential
markets, A new and comprehensive program of export credit insurance
undertaken by the Export-Import Bank in cooperation with private
Insurance companies apd banks,is now reédy and will provide
simplified procedures and comprehensive risk guarantees fully

equlvalent to those long avallable to most of our compet%tors

abroad.

In today's world, export markets,are highly competitive.

The rapid growth and consolidation of| the European Common Market,
creating a free internal market but protected from outsiders by a
wall of uniform tariffs, poses a serious problem -- but it also /
presents a great opportunity. The problem is that we must assure
ourselves of access to the richest of our foreign markets -- a
market to‘which we export almost $3-1/2 billion per year, a far
‘larger amount than we import from the same area. The opportunity
lies in the matual negopiation of lower tari@fs!on a recipgocal

basls for broad groups of products,at one and the same time .
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Based on exhaustive statistical and engineering studies,
these administrative actions, consistent with the:present law,
recognize past experience and practices as well as the impact of
technological advances and other factors on the economic life of
plant and equipment. They will provide a much more realistic basis
for taxation, and will stimulate business modernization and
expansion. They can net alone, however, assure the necessary flow
of funds into new productive facilities, nor will they place
American firms on an egual footing with their competltors abroad,
where speclal incentive allowances are commonplace. To achieve
this, revision of depreciation guidelines must be accompanied by
the proposed investment credit. These coordinated reforms go
together and should not be separated.

In enacting the investment credit,we must also recognize the
need to avold a loss of revenue that could jeopardize the prospects
fa a vigorous recovery with stable prices. It is for this
reason that the President is urging the simultaneous enactment of
tax reforms that will balance the cost of the investment credit
and at the same time elliminate certain defects and inequities in
our tax structure,

Meanwhlle the Treasury is continuing its intensive review of
the broad issues of tax reform, includling the structure of the
personal income tax. Fundamental changes of thls sort lnevitably
require careful preparation, and close analysis of a welter of
detall. In the end, Congressional hearings will provide the

best assurance of a full and fair appraisal of the implications of

any basic change in the tax laws. The President plans to submit t0
the Congress later in this session a broad program of tax reform
so that this process of public scrutiny can get underway promptly,

looking to enactment of the reform in 1963. Anv comment now on
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growlng by roughly 5 percent per year, while generally maintaining
a strong external payments position. Nor 1is it mere happenstance
that some other countries, where productive investment has been a

relatively small proportilon of G.N.P,,have had to cope with

relatively slow growth and recurrent payments difficulties.

Certainly growth alone, or larger investment by itself, is
no guarantee of external balance. But foreign experience
strongly suggests that our twin objectives can be not only
compatible, but mutually reinforcing.

In our economy, investment in plant and equipment is properly
the province of private businesses, individually responding to
the profit motive and competitive pressures by increasing
production efficiencies and seekilng out ﬂéw markets. The
Government nevertheless has an essentlal role to play 1in maintaining
an economic climate that will encourage and facilitate the invest-
ment process.

I have mentioned the role of budgetary policy in this regard.
But a balanced budget alone cannot meet cur urgent need to
increase our rate of investment in productive capital equipment.
It 1s also vitally important that our tax system should recognlze
the need to accelerate the modernization of our physical plant
and equipment.

This 1is why the Administration has attacﬁed first priority,
among tax reform measures, to the investment credit and the
related revisilon in depreclation schedules, The first steps
toward depreciation reform have already been taken with the new"
depreciation allowance guldelines for most of the textlle industry.

Revisions in guldelines for other industries will be announced

this spring.
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while we anticlpate that the total debt on June 30 of this year
will be someiwhat 1ower than f%e current figure of over

$297-1/2 billion, prompt enactment of an increased celling is
needed to restore some margin for flexibility and unforeseen
contingencies -~ a margin that has been virtually exhausted by the
higher defense expenditures required to meet the Berlin crisis,
which developed after the enactment of the current 1imit of

$298 billion.

‘Measures to Encourage Investment

A balanced budget in times of relative prosperity means that
the Federal government on an overall basis does not draw on the
national flow of savings avallable for investment. Thus a balanced
budget in these circumstances promotes the flow of private
investment.

Why 1s an increase in such investment so important to us today?

At the heart of the matter is the fact that it makes possible
greater productive efficiency. Gains In efficiency are necessary
for growth at home, for price stabllity, and for aggressive
penetration of foreign markets. Thus, increased investment is the
key to achleving our major obJectives -~ growth and external
balance -- simultaneously in the years ahead. And, this 1s where
the American economy has fallen furthest behind in recent years.

Since the mid '50's investment in capital equipment in the
United States has averaged less than 6 percent of the Gross National
Product as compared to about 7 percent during the earlier postwar
years. By contrast, German investment has been averaging about
12 percent of G.N,P, during recent years, Freqch between 8 and
9 percent, and the Common Market countries as a group about

10 percent., It is not a coincidence that these countries have been
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projections of a further rise in the Gross National Product to
$570 billion in 1962 that underlie the revenue estimates are entirely
reasonable. Without ralsing tax rates an advance of this sort will
generate revenues slightly larger than expenditures. Under the
economic conditions we foresee, the achlevement of such a balance is
highly important in avoiding inflationary pressures as the economy
moves closer to its full potential.

One result of this budget will be to reduce the péssibility
Severe stralns on the monetary system as the economy expands --

strains that could bring sharp and sudden increases in interest

rates and unsettling market reactions that impede the flow of
savings into productive investment. In 1956 and 1957, and
particularly in 1959, strains of this sort appeared to be
developing at a time when too much of the burden of maintaining
balanced growth and curbing excesses was thrust upon the monetary
authorities. Monetary policy is an essential and powerful tool
for facilitating appfopriate adjustments in the economy. But
unless it 1s supported by appropriate budgetary policy, the results
can be capricious and unpredictable, contributing too little to
either stability or growth,

The Debt Ceillng

The President's recent request to railse the temporary debt
1imit to $308 billion is the result of an unavoildable
concentration of revenues in the final half of fiscal 1963 -- a
concentration that stems largely from the normal recurring
seasonal pattern of tax recelpts. Borrowing of about $9 billion
will be necessary between the end of this fiscal year and the
principal tax payment date%%in fiscal 1963 -~ even though the

budget for the fiscal year as a whole is balanced. Moreover,
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Our Basic Goals

,ﬁiThis does not mean, of course, thaqzall the policies o
g ’ \ },

appropriate to the past twelve months are sultable for meeting the b*

challenges of 1962, With recovery largely completed, the domestic

i

focus must now be on maintaining forward momentum while guarding
against Inflationary pressures as our resourceé are more fully
utilized, Confidence in the dollar has been maintalned. To
sustain that confidence, further progress toward a long-run
equilibrium in our basic international accounts is a necesslty.
Our fundamental objectives -- domestic growth and a payments

balance -- must be pursued together, witﬁin the framework of free

markets. All Administratlon policy 1is polnted toward that end.

We reject policies that presume irreconcilable conflict between our
objectives; policids that attach s?le priority to growth, or
sacrifice growth to external equilibrium. These purported solutions
are both unacceptable and unworkable in a world in which our
capacity to grow is being challenged and our allies in freedom need
the strength and stability assured by a solid dollar.

Success in reaching our twin objectives will require hard
decisions, not only by those who shape the financial pollciles of
Government, but also by those who set price and wage policiles for
management and labor.

A Balanced Budget

The President's Budget Message 1s a- financilal reflection of our
national needs and priorities. Expenditures will rise moderately in
fiscal 1963, almost entirely because of defense needs gnd despite
painstaking elimination of non-essential spending, bbth military and
civilian. These expenditures can and should be supported by a grow-

ing economy. In the light of past experilence and current trends, the
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rates, while less important in influencing investment activi;y at
home, can play a critical role in directing the flow of 11qu13k
capital between the financial centers of the world. Here, Treasury
debt management policy, as well as greater flexibility in the
dgy-to-day conduct of open market operations, was an important
factor.

Working in close cooperation with the Federal Reserve, the
Treasury, in filnancing the deficit, increased the outstanding
total of securities maturing within a year by hore than $10 billion,
At the same time, there was no shortening of the average maturity
of the marketablevpublic debt, largely as a result of the
continued use of tPe "advance refunding" technique. This type of
financing involves the exchange of outstanding issues for longer
maturlities, with a minimum impact on market conditlons and flows»

of funds into productive investment.

This combination of a budgetary deficit with flexible monetary
and debt management policies, carefully attuned to the realities
of the balance of payments as well as domestic needs, was
appropriate both in terms of magnitude and timing. The extremes
of the 1958 recession -- when the deficit reached neérly
$12-1/2 billion and interest rates dropped sharply, only to surge
abruptly higher as recovery started -- were successfully avoided.
Financial policles were stimulating without being inflationary;
the threat of disturbing short-term capital outflows was
Moreover, business expanslon has proceeded in orderly

ameliorated.

fashion. Today,signs of the gort of excesses that breed

instability and require sudden changes in policy are notable for

their absence.
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This positive approach entalled, under the particular Y
circumstances then prevalling, acceptance of a sizable budgetary
deficit -- which was further enlarged by’the higher levels of
defense spending called for by the Berlin crisis. At a time when
human and industrial resources were readily available to expand
output, the rising trend of Government outlays'and the consequent
deflcit were important factors in speeding the recovery without
creating pressures on the price structure.

The stimulating effects of the budget were reinforced by
monetary and credit policies. Throughout the past year, the credit
markets have had ample funds to meet the combined demands of
businesses, individuals, and the varlous levels of gOvernment --
thus facllitating a revival in capital outlays, higher levels of
home bullding, and stéady progress toward meeting the accumulated
needs of local governments. In sharp contrast to other recovery
periods since World War II, lending rates have held almost steady,

particularly in the long-term area. Both corporations and state and

local governments can still raise funds at virtually the same cost

as a year ago. Mortgage rates, after declining in the early part
of 1961, have been substantially unchanged since last spring.
This stabllity was particularly striking in a year when the total
funds raised in the capital markets by corporations, home-
buyers, and state and local governments, reached a new all-time
peak.

A1l this was accomplished without permitting rates for
short-term money market instruments to drop to the extremely low
levels characteristic of earlier perlods of easy money and

recession. That was a significant achievement, for short-term
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However, the economy 13 still operating well below its full

potential., Our growth rate over recent Xgars has hardly been

£

satlisfactory. Unemployment is still at an unacceptably high level,’
The deficit in our international accounts, while smaller, remains
troublesome. And, the very progress of the pést year, not only inj
this country but in other parts of the free world, has brought witg
it new problems to which we must find solutions,

Financlal Policies in 1961

There 1s no single, easy explanatioﬁ for our progress during
1961. A large part of the answer lles in the natural vitality
of our type of market economy operating under conditions of over-
all price stabllity -- the fundamental prerequisite for all our
attempts to achieve faster growth at home while simultaneously
working toward a sustalnable balancé in our 1nternational accounts,
That price stability, in turn, can be traced primarily to sharp
gains in industrial effilclency and worker productivity as output
expanded from 1its recesslon level -- galns that enabled industry
to pay hilgher wages and to increase profits without raising prices.

Government policy supplled another large part of the answer.
Flrst, there was the psychological, but nonetheless real,

reaction that flowed from Presildent Kennedy's earliest

istatements and programs. At home,ﬂthé gresident's clear inﬁent to
deal with the recession promptly and effectively helped restore
confidence in the economic outlobk, encouraging expanded investment
and spending. Similarly, the President's expressed determination
to maintain the strength of the dollar internationally without
resort to protection, controls, and restraints met with a prompt .
response. The speculative capital outflow subsided and the gold

drain was sharply reduced.
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FOR RELEASE ON DELIVERY -

STATEMENT OF THE HONORABLE DOUGLAS DILLON
SECRETARY OF THE TREASURY
BEFORE THE
JOINT ECONOMIC COMMITTEE
TUESDAY, JANUARY 30, 1962, 10:00 A.M,,EST.

Mister Chairman and Committee Members:

The past twelve months have been an active, and I think
fruitful, period in terms of our economic policy. In.many ways,
remarkable progress has been evident. Nevertheless, urgent
problems remain. I am grateful for thié opportunity to review with
you today both our recent experience and our plans for meeting the
needs of the future.

Progress and Problems

Last year began in recession, but closed with output and
income at new record highs. The personal hardship and economic
waste of unemployment were reduced. Nearly a pillion workers
were added to non-farm payrolls. Industry, while working longer
hours at higher pay, 1is also earning greater profits. And, while
providing a higher standard of living for our citizens, we have
strengthened our military defenses and contributed further to
the economic progress of other, less fortunate nations.

This progress was achleved within a context of general price

stability. On that solid base, exports reached a record volume,
contributing to a significant reduction in our basic balance of*

payments deficit, At the:same time, defenses agalnst potentially:
disturbing short-term capital movements are belng greatly reinforced.

As a result, confidence in the dollar has been strengthened.

D-376
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were added to non-farm payrolls. Industry, while working longer
hours at higher pay, is also earning greater profits. And, while
providing a higher standard of living for our citizens, we have
strengthened our military defenses and contributed further to
the economic progress of other, less fortunate nations.

This progress was achieved within a context of general price

stability. On that solid base, exports reached a record volume,

contributing to a significant reduction in our basic balance of
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payments deficit, At the same time, defenses agalnst potentially
disturbing short-term capital movements are being greatly reinforced.
As a result, confidence in the dollar has been strengthened.

However, the economy is stlll operating well below its full
potential, Our growth rate over recent years has hardly been
satisfactory. Unemployment 1s still at an unacceptably high level.
The deficit 1in our international accounts, while smaller, remains
troublesome. And, the very progress of the past year, not only in
thls country but in other parts of the free world, has brought with

it new problems to which we must find solutions.

Financial Policies in 1961

There 18 no single, easy explanatioﬁ for our progress durlng
1961, A large part of the answer lies in the natural vitality
of our type of market economy operating under conditions of over-
all price stabllity -- the fundamental prerequisite for all our
attempts to achieve faster growth at home while simultaneously
working toward a sustalnable balancé in our international accounts.
That price stability, in turn, can be traced primarily to sharp
gains in industrial efficiency and worker productivity as output
expanded from its recesslon level -- galns that enabled industry
to pay higher wages and to increase profits without raising prices.

Government policy supplied another large part of the answer.
Flrst, there was the psychological, but nonetheless real,

reactlon that flowed from President Kennedy's earliest
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statements and programs. At home, the President's clear intent to
deal with the recession promptly and effectively helped restore
confidence in the econoﬁic outlobk, encouraging expanded investment
and spending. Slimlilarly, the President's expressed determination
to maintain the strength of the dollar internationally without
resort to protection, controls, and restraints met with a prompt
response. The speculative capital outflow subsided and the gold
drain was sharply reduced.

This positive approach enfailed, under the particular
circumstances then prevalling, acceptance of a sizablg budgetary
deficit -- which was.further enlarged by'the higher levels of
defense spending called for by the Berlin crisis. At a time when
human and industrial resources were readily availlable to expand
output, the rising trend of Government outlays‘and the consequent
deficit were important factors in speeding the recovery without
creating pressures on the price structure.

The stimulating effects of the budget were feinforced by
monetary and credit policles. Throughout the past year, the credit
markets have had ample funds to meet the combined demands of
businesses, individuals, and the various levels of gOvernment --
thus facilitating a revival in capital outlays, higher levels of
home building, and stéady progress toward meeting the accumulated
needs of local governments., In sharp contrast to other recovery
periods since World War II, lending rates have held almost steady,

particularly in the long-term area. Both corporations and state and

local governments can still raise funds at virtually the same cost
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as a year ago. Mortgage rates, after declining in the early part
of 1961, have been substantially unchanged since last spring.
This stability was particularly striking in a year when the total
funds raised in the capital markets by corporations, home-
buyers, and state and local governments, reached a new all-time
peak.

All this was accomplished without permitting rates for
short-term money market instruments to drop to the extremely iow
levels characteristic of earlier periods of easy money and
recession. That was a significant achievement, for short-term
rates, while less important in influencing investment activity at
home, can play a critical role in directing the flow of liquld
capltal between the financial centers of the world. Here, Treasury
debt management policy, as well as greater flexibllity in the
day-to-day conduct of open market operations, was an important
factor.

Working in close cooperation with the Federal Reserve, the
Treasury, in financing the deficit, increased the outstanding
total of securities maturing within a year by hore than $10 billion.
At the same time, there was no shortening of the average maturity
of the marketable'publio debt, largely as a result of the
continued use of the "advance refunding" technique. This type of
financing involves the exchange of outstanding issues for longer
maturities, with a minimum impact on market conditions and flows

of funds 1nto productive investment.
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This combination of a budgetary deficit with flexible monetary
and debt management policies, carefully attuned to the realities
of the balance of payments as well as domestic needs, was
appropriate both in terms of magnitude and timing. The extremes
of the 1958 recession -- when the deficit reached nearly
$12-1/2 billion and interest rates dropped sharply, only to surge
abruptly higher as recovery started -- were successfully avoided.
Financial pollcles were stimulating without being inflationary;
the threat of disturbling short-term capital outflows was
ameliorated. Moreover, business expansion has proceeded in orderly
fashion. Today,signs of the sort of excesses that breed
instability and require sudden changes in policy are notable for
their absence.

Our Basic Goals

This does not mean, of course, that all the policies
appropriate to the past twelve months are sultable for meeting the
challenges of 1962, With recovery largely completed, the domestic
focus must now be on maintaining forward momentum while guarding
against inflationary pressures as our resourceé are more fully
utilized, Confidence in the dollar has been maintained. To
sustain that confidence, further progress toward a long-run
eéquilibrium in our basic international accounts is a necessity.

Our fundamental objectives -- domestic growth and a payments

balance -- must be pursued together, within the framework of free

markets. All Administration policy is pointed toward that end.
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We reject policies that presume irreconcilable conflict between our

objectives; policles that attach sFle priority to growth, or
sacrifice growth to external equilibrium. These purported solutions
are both unacceptable and unworkable in a world in which our
capacity to grow is being challenged and our allies in freedom need
the strength and stability assured by a solid dollar,

Success in reaching our twin objectives will require hard
decisions, not only by those who shape the financial policies of
Government, but also by those who set price and wage policiles for
management and labor.

A Balanced Budget

The President's Budget Message 1s a financlal reflection of our
national needs and priorities. Expenditures will rise moderately in
fiscal 1963, almost entirely because of defense needs and despite
painstaking elimination of non-essential spending, both military and
clvilian., These expenditures can and should be supported by a grow-
ing economy. In the light of past experience and current trends, the
projections of a further rise in the Gross National Product to
$570 billion in 1962 that underlie the revenue'estimates are entirely
reasonable. Without ralsing tax rates an advance of this sort will
generate revenues slightly larger than expenditures. Under the
economic conditions we foresee, the achievement of such a balance 1is
highly important in avoiding inflationary pressures as the economy
moves closer to its full potential.

One result of this budget will be to reduce the péssibility of
severe stralns on the monetary system as the economy expands --

strains that could bring sharp and sudden increases in interest
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rates and unsettling market reactions that impede the flow of
savings into productive investment. In 1956 and 1957, and
particularly in 1959, strains of this sort appeared to be
developing at a time when too much of the burden of maintalning
balanced growth and curbing excesses was thrust upon the monetary
authorities. Monetary policy is an essential and powerful tool
for facilitating appropriate adjustments in the economy. But
unless it 1s supported by appropriate budgetary policy, the results
can be capricious and unpredictable, contributing too little to
elther stability or growth.

The Debt Ceiling

The President's recent request to raise the temporary debt
limit to $308 billion is the result of an unavoidable
concentration of revenues in the final half of fiscal 1963 -- a
concentration that stems largely from the normal recurring |
seasonal pattern of tax receipts. Borrowing of about $9 billion
will be necessary between the end of this fiscal year and the
principal tax payment dates in fiscal 1963 ~- even though the
budget for the fiscal year as a whole is balanbed. Moreover,
while we anticipate that the total debt on June 30 of this year
will be somewhat 1ower than the current figure of over
$297-1/2 blllion, prompt enactment of an increased celling 1is
needed to restore some margln for flexibility and unforeseen
contingencies -- a margin that has been virtually exhausted by the

higher defense expenditures required to meet the Berlin crisis,

which developed after the enactment of the current limit of
$298 billion.
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Measures to Encourage Investment

A balanced budget in times of relative prosperity means that
the Federal government on an overall basis does not draw on the
national flow of savings availlable for investment. Thus a balanced
budget in these circumstances promotes the flow of private
investment.

Why 1s an increase in such investment so important to us today?

At the heart of the matter is the fact that it makes possible
greater productive efficiency. Gains 1in efficiency are necessary
for growth at home, for price stabllity, and for aggressive
penetration of forelgn markets. Thus, increased investment is the
key to achleving our major objectives -- growth and external
balance -~ simultaneousgly 1n the years ahead. And, this 1s where
the Amerlcan economy has fallen furthest behind in recent years.

Since the mid '50's investment in capital equipment 1in the
United States has averaged less than 6 percent of the Gross National
Product as compared to about 7 percent during the earllier postwar
years. By contrast, German investment has been averaging about
12 percent of G.N.P. during recent years, Freqch between 8 and
9 percent, and the Common Market countries as a group about
10 percent, It 1s not a coincidence that these countries have been
growing by roughly 5 percent per year, while generally malntaining
a strong external payments position. Nor is it mere happenstance
that some other countries, where productive investment has been a

relatively small proportion of G.,N.P,,have had to cope with
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relatively slow growth and recurrent payments difficulties.

Certainly growth alone, or larger investment by itself, is
no guarantee of external balance. But foreign experilence
strongly suggests that our twin objectives can be not only
compatible, but mutually reinforcing.

In our economy, investment in plant and equipment is properly
the province of private businesses, individually responding to
the profit motive and competitive pressures by increasing
production efficiencies and seeking out ﬂéw markets. The
Government nevertheless has an essentlal role to play in maintaining
an economic climate that will encourage and facilitate the invest-
ment process.

I have mentioned the role of budgetary policy in this regard.
But a balanced hudget alone cannot meet cur ufgent need to
increase our rate of Investment in productive capital equipment.
It is also vitally lmportant that our tax system should recognilze
the need to accelerate the modernization of our physical plant
and equipment.

This is why the Administration has attacﬁed first priority,
among tax reform measures, to the investment credlt and the
related revision in depreclation schedules. The first steps
toward depreciation reform have already been taken with the new
depreclation allowance guldelines for most of the textile industry.
Revisions in guldelines for other industries will be announced

this spring.
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Baged on exhaustive statistlcal and engineering studies,
these administrative actions, consistent with the present law,
recognize past experience and practices as well as the impact of
technological advances and other factors on the economic life of
plant and equipment. They will provide a much more realistic basis
for taxation, and will stimulate business modernization and
expansion. They can not alone, however, assure the necessary flow
of funds into new productive facilities, nor will they place
American firms on an equal footing with their competitors abroad,
where special incentive allowances are commonplace. To achieve
this, revision of depreciation guidelines must be accompanied by
the proposed investment credit. These coordinated reforms go
together and should not be separated.

In enacting the investment credit,we must also recognize the
need to avold a loss of revenue that could jeopardize the prospects
far a vigorous recovery with stable prices., It is for this
reason that the President is urging the simultaneous enactment of
tax reforms that will balance the cost of the investment credit
and at the same time eliminate certain defects and inequities in
our tax structure,

Meanwhile the Trgasury 1s continuing 1its intensive review of
the broad issues of tax reform, including the structure of the
personal income tax. Fundamental changes of this sort inevitably
require careful preparation, and close analysis of a welter of

detall. In the end, Congressional hearings will provide the



D
-
3

- 11 -
best assurance of a full and falr appraisal of the implications of
any basic change 1n the tax laws. The President plans to submit to
the Congress later 1n this session a broad program of tax reform

so that thils process of public scrutiny can get underway promptly,
looking to enactment of the reform in 1963. Any comment now on

the nature of these proposals would be premature, but a thorough-
going reform of this type will almost certainly entall some
adjustments in the basic individual tax rates.

Toward Payments Equillbrium

Tax reform to stimulate modernization of our indgstrial
equipment provides a foundation for othep efforts to improve our
balance of payments position, including measures almed directly at
increasing exports to the large and rapldly growing markets of
Europe and other developed countries. The Adminlstration is
pursuing with vigor its program to make more American businesses
aware of the opportunities in foreign markets, to famillarize those

markets with American products, and to enlarge and speed the flow
.of information between American producers and their potential
markets. A new and comprehensive program of ekport credlt insurance
undertaken by the Export-Import Bank in cooperation with private
Insurance companles and banks,is now ready and will provide
simplified procedures and comprehensive risk guarantees fully
equlvalent to those long available to most of our competitors

abroad.
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In today's world, export markets are highly competitive.

The rapid growth and consolidation oféthe European Common Market,
creating a free Internal market but protected from outsiders by a
wall of uniform tariffs, poses a serious problem -- but it also |
presents a great opportunity. The problem is that we must assure
ourselves of access to the richest of our foreign markets -- a
market to which we export almost $3-1/2 billion per year, a far
‘larger am&unt than we import from the same area. The opportunity
lies in the mutual negotiation of lower tariffs on a reciprocal
basis for broad groups of products,at one and the same time .
expanding our export potential and forging a strong Aﬁlantic
trading partnership. To selze this opportunity, President Kennedy
has sent to Congress a new Trade Expansion Act.

Increased exports are, over the long run, the most effective
means of eliminating our ©basic balance of payments deficit in
a manner consistent with our other objectives and responsibilities.
But because of our current position, other efforts to reduce the
'drains directly related to our overseas commitments must be
continued and reinforced. '

One of the most important is the negotiation of arrangements
with certain of our allies to offset the dollar outflow arising
from maintaining our ﬁilitary forces overseas, In addition, a
large portion of our economic assistance is being tied to

purchases in thils country. And, the proposed legislation to
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equalize the impact of the corporate income tax on business
operations at home and in developed countries abroad would eliminate
a specilal stimulus to investment in industrialized nations.

The Balance of Payments in 1961

Although some of these measures have been in effect for only
a limited perliod of time and others are yet to be undertaken,
our balance of payments showed substantial improvement for 1961 as
a whole. While firm data are still not avallable, current
indications are that the basic deficit -- the net of all our
recorded transactilons except volatile short-term capital flows --
declined to roughly $600 million, as compared to almost $2 billion
during 1960. A part of this improvement -- almost $700 million -~
can be credited to advance repayments by foreigners of long-term
Government loans. Nevertheless, the lmprovement in the remainder
of the basic account was substantlial. Preliminary figures point
to an overall deflicit -- including short-term capital outflows --
approximating $2.5 billion, down from $3.9 billion in 1960 and from
an average of $3.7 billion .over the three years 1958-1960,

Much remains to be done before equilibriuh is restored.
Some year-end figures now becoming avallable and tentatiw data
for the fourth quarter emphasize the need for caution., The
over-all deficit appears to have risen to well over $1 billion in
the final quarter, considerably above the average for the first

three quarters of the year.
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" The increase in the deficlt from the third to fourth quarters
appears to have been entirely a matter of short-term capital
outflows -- one of the most elusive items to pin down statistically.
Estimates now at hand suggest that these flows, for the year as a
whole,weré almost as large as in 1960,

There were, however, clear and significant differences in
the character of these outflows. In 1960, reflecting some
uncertainty over the stability of the dollar, the outflow had been
in considerable part of a speculative character, and the flows were
quickly translated into a draln of gold. This disruptive
speculation ceased early in 1961. There.was, however, a continuing
outflow of short-term funds over the first three quarters of 1961,
related largely to an Increase in the financing of foreign trade
by American banks.

In the fourth quarter, a further outflow from this source was
coupled with large shifts of liquld funds to foreign markets --
. bartly in response to interest rate differentlials, and partly
related to certain quirks in the impact of domestic and foreign tax
treatment of earnings of American companies wi%h operations in
Canada resulting from changes made in Canadian tax laws during the
Jear, Some shifts recorded as an outflow were apparently promptly
relnvested in the New York market by agenciles of fofeign banks.
This again seems to be the case papticularly with Canadian banks
and their agencles. We cannot as yet pinpoint the relative weight

of all these factors, There are serious questions whether our
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conventional classifications of short-term capital flows accurately

reflect their true significance fBE the balance of payments. This
difficult subject is presently a matter of intensive study.
Certainly, the fact that the exchange markets have been calm for
months belies any implication thatAthese recent outflows are a
symptom of concern about the dollar. So does the fact that a much
smaller proportion of the dollars flowing abroad was converted ihto
gold during 1961. In addition early and necessarily fragmentary
data for January indicate that these unusual outflows have ceased.

Strengthening the International Monetary System

Whatever their cause, the large flows of short-term qapital
since the institution of currency converbibility by major forelgn
countries provide evidence of the need to bulwark the dollar and
the whole intérnational payments mechanlsm agalnst their potentially .
disturbing impact. In a world of convertible currencies and free
markets, sizable flows of liquid funds between markets can be
expected as a natural response to myriad changes in both our own and
foreign economies., The danger is that,under certaln clrcumstances.
they may set off self-propelling speculative movements, |

During the past year, we-have used three approaches in dealing
with this problem:

For many months, the Treasury, operating within the framework of
the newly created Organization of Economic Cooperation and
Development, has been conducting fruitful consultations with other

financial powers on a periodic basis. These discussions have
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laid the foundation of common understanding and cooperation that
18 a prerequisite for effective international action to prevent,
1imit, or offset currency movements that could undermine a stable
monetary system. They have been supplemented by Federal Reserve
participation in the regular meetiﬁgs of European central bankers
at Basle, and by bilateral consultations with our principal
financial partners.

The Treasury also has undertaken the purchase and sale of
foreign currencies for the first time in a generation. These
operations helped at certain critical periods to reduce incentives
to shift funds abroad on a speculative basis or to take advantage
of temporary differentlals in the exchange markets. The Federal
Reserve has also recently decided to undertake operations in
forelgn currencies, a development which we in Treasury regard as
highly promising. Chalrman Martin willl be elaborating further on
this approach during his testimony this afternoon. I look forward
to our continued cooperation with the Federal Reserve in the
international field, just as in the domestic area.

Finally, and most significant for the stréngthening of the
International monetary system, 1s the agreement reached among ten
of the major industrialized countries to buttress the resources
and capabilities of the International Monetary Fund by lending it
specified amounts of their own currencies when necessary to cope
with temporary stresses. This $6 billion of standby facilities,
including almost $2-1/2 billion of European Common Market

currencles, will both reduce the likelihood of a "run' on any
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member currency and provide the means to withstand the impact of
a speculative attack should one develop. The new arrangements
will powerfully reinforce the effectiveness of the Fund, and
could be of great assistance to the United States. Enabling
legislation will be submitted to the Congress shortly.

Economic Security and Stabilization

The President has proposed a serles of measures to promote
greater economlc security for all our people, to permit more of our
citizens to share fairly in the growth of the economy, and to reduce
the hardships and waste of recurrent recessions. Ald to depressed
areas and worker retraining can help speed growth and eliminate
pockets of hardship. Broadened unemployment Iinsurance can both
reduce personal misfortune and strengthen the "automatic stabilizers
that have helped prevent our postwar recesslons from turning into
full scale depressions. And, a reserve shelf of public works will
strengthen our defenses against a possible future recession.

The Presidént has also set before you a carefully devised plan
for introducing an element of flexibility 1nto'our tax structure,
The measure would facilitate a timely, but temporary, reduction in
personal income tax rates, at his initlative, in the event of a
serious business downturn, Its significance lies in the fact that
a reduction in personal tax rates could speedlly glve a powerful
boost to consumer spending power at critical Junctures, when delay

might permit cumulative downward forces to take hold. Adequate
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safeguards are provided, including strict limlts on the amount and
duration of any such tax reduction. This carefully circumscribed
delegation of authority to the President, always subject to
Congréssional veto, would be a significant addition to our arsenal
of anti-recesslonary weapons.

The Continuing Challenge

The continuing economic challenge before us 1is clear: we
must fashion the most effective arrangements possible to assure
that our free economy will reach 1ts unrivalled potential and
enable us to fulfill our responsibilities for leadership in the
free world. In meeting that challenge, we are actingtin those
areas where Government can appropriately’and‘helpfully initiate
j‘new programs and policies. Egually important, we have tried to
be conscious of those things Government cannot do, or that the
private sector of our economy can do better.

The essential and unique characteristic of the American
economy 1s the strength 1t derlves from individual freedom for
all of us -- as workers, employers, owners, and consumers.

In shaping our program for the years ahead, we are working toward
the sort of environment that will strengthen and preserve that

precious heritage.

000



January 31, 1962

FOR IMMEDIATE RELEASE

TREASURY DECISION ON REFINED CAMPHOR
UNDER THE ANTIDUMPING ACT

The Tresgsury Defartment has determined that refined
camphor from Taiwan is not being, nor likely to be, sold in
the United States at less than fair value within the meaning
of the Antidumping Act. Notice of the determination will be
published in the Federal Register.

Appraising officers are being instructed to proeceed
with the appraisement of this merchandise from Taiwan without
regard to any question of dumping.

The dollar value of imports of the involved merchandise

received during 196l was approximately $33,000.
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L, The insurance or reinsurance of U.S. risks
(or risks in conneection with tax haven transactions)
where a related U. S. business entity is the beneficiary
or is instrumental in placing the insurance or
reinsurance.

Certain exemptions from these general definitions of "tax
haven transactions" are included in the proposal, however.

Among the exceptions are:

1. The resale by a foreign-based corporation, outside
the country in which it is established, of agricultural or
mineral products purchased in its country of location.

The previous Treasury draft contained this exemption for
agricultural but not for mineral products.

2. The use of a local sales company to sell products
to be used within the country of its incorporation.

3. The receipt of dividends and interest by a holding
company incorporated in the same country as the payor
corporation.

L, The use of a sales subsidiary, incorporated in the
same country, by a U.S.-controlled manufacturing subsidiary
which actually does a substantial portion of its manufacturing
in that country. This exception will be allowed only in
cases where the local tax imposed on the separate companies
is substantially the same as it would have been with a one-
company operation.

The new draft also contains a provision permitting an offset
of losses in previous years against tax liabilities. A three-
year loss carryback and five-year loss carryforward would be
permitted.

Other changes from the earlier draft permlt earnings from
existing "tax haven corporations" to be taxed in the same manner
as those of ordinary domestic corporations, if desired by the
companies,

The draft also provides that a specific company which can
establish that it is not avoiding taxes by reason of its place of
incorporation and which should not, therefore, be subject to the
provisions of the legislation, will not be covered. There was no
such provision in the earlier draft.

The draft also makes certain technical changes concerning
allocations of dividend distributions, definitions and other matters

o0o



which frequently do not add so much as 20 per cent to the value of
the purchased raw materials but do involve a "substantial
transformation" of the product, would continue to be eligible for
tax deferral.

Earnings from construction and shipping operations would also,
in general, remain unaffected by the new Treasury "tax haven"
proposal.

The draft bill describes a "tax haven" operation as one
conducted by a company (1) in which more than 50 per cent of the
voting stock 1s held by American citlzens or corporations;

(2) which receives income from sales or other activities conducted
outside the country in which it is organized; and (3) which deals
with legally related business entities. Generally, all three
tests must be met.

Under the present proposal, as with the previous one,
U. S. shareholders in "tax haven" companies would be taxed on
earnings arising from specific types of "tax haven transactions."

Earnings of a U.S.-controlled foreign subsidiary engaging in
some operations defined as "tax haven transactions" and in other
operations which do not fall within this definition, would
generally be subject to taxation on that portion of the earnings
derived from "tax haven transactions."

When only 20 per cent or less of the subsidlary's earnings
are attributable to "tax haven transactions," however, none of the
income would be taxed unless and until returned to the United
States. Conversely, in cases where 80 per cent or more of the
income is derived from "tax haven transactions" the entire income
of the subsidiary would be taxable.

Both the 80 per cent and 20 per cent rules are new provisions
not contained in the previous draft of the legislation.

"Tax haven transactions”" as defined in the proposal include:

1. The purchase by a U.S.-controlled foreign corporation
of property from a related business entity and its resale
for consumption or use outside of the country in which the
subsidiary is incorporated.

2. The receipt of dividends, interest and royalty
income from related business entities.

3. The performance of services by a U.S.-controlled
foreign corporation outside of its country of incorporation.



TREASURY DEPARTMENT

WASHINGTON, D.C.
January 31, 1962

FOR RELEASE: UPON DELIVERY
(Expected about 12:00 Noon
Wednesday, January 31, 1962)

TREASURY SUBMITS REVISED "TAX HAVEN" PROPOSALS
TO THE HOUSE WAYS & MEANS COMMITTEE

The Treasury today submitted to the House Ways and Means
Committee a revised draft of proposed legislation to tax earnings
derived from so-called 'tax haven" operations of American
businesses overseas.

The new draft replaces a proposal submitted last July and has
been prepared in the light of the comments obtained on the earlier
version.

The "tax haven' proposal is aimed at ending opportunities for
American companies to avoid taxation by establishing subsidiaries
in countries with low or no taxes and conducting activities through
and from these U.S.-controlled foreign companies. Treasury's new
draft proposal, like the previous one, would require U. S. share-
holders to pay taxes on earnings from such "tax haven" operations
regardless of whether they were carried out in industrialized or
newly developing countries. Such shareholders are typically
corporations rather than individuals.

(A separate Administration proposal, not involved in this draft
and not currently under consideration by the Ways and Means
Committee, would reach any sort of American business operation
through subsidiaries in industrialized nations.)

The "tax haven" proposal would not affect earnings resulting
from manufacturing and substantial processing operations conducted
by U.S.-controlled foreign subsidlaries -- even if the subsidiary
meets the other tests of a "tax haven" operation. The previous
draft permitted deferral of U.S. taxes on earnings from manufacturing
and processing operations only if those operations added at least
20 per cent té the value of the finished product. The new
liberalized test would permit deferral if "substantial transformation
takes place in the products purchased and subsequently re-sold by
the subsidiary.

The change from the previous draft means, for example, that
earnings from oil refinery and chemical processing operations,
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which frequently do not add so much as 20 per cent to the value of
the purchased raw materials but do involve a "substantial
transformation" of the product, would continue to be eligible for
tax deferral.

Earnings from construction and shipping operations would also,
in general, remain unaffected by the new Treasury "tax haven"
proposal.

The draft bill describes a "tax haven" operation as one
conducted by a company (1) in which more than 50 per cent of the
voting stock 1s held by American citizens or corporations;

(2) which receives income from sales or other activities conducted
outside the country in which it 1s organized; and (3) which deals
with legally related business entities. Generally, all three
tests must be met.

Under the present proposal, as with the previous one,
U. S. shareholders in "tax haven" companies would be taxed on
earnings arising from specific types of "tax haven transactions."

Earnings of a U.S.-controlled foreign subsidiary engaging in
some operations defined as "tax haven transactions" and in other
operations which do not fall within this definition, would
generally be subject to taxatlion on that portion of the earnings
derived from "tax haven transactions."

When only 20 per cent or less of the subsidiary's earnings
are attributable to "tax haven transactions," however, none of the
income would be taxed unless and until returned to the United
States. Conversely, in cases where 80 per cent or more of the
income is derived from "tax haven transactions" the entire income
of the subsidiary would be taxable.

Both the 80 per cent and 20 per cent rules are new provisions
not containéd in the previous draft of the legislation.

"Tax haven transactions" as defined in the proposal include:

1. The purchase by a U.S.-controlled forelgn corporation
of property from a related business entity and its resale
for consumption or use outside of the country in which the
subsidiary is incorporated.

2. The receipt of dividends, interest and royalty
income from related business entities.

3. The performance of services by a U.S.-controlled
forelgn corporation outside of 1ts country of incorporation.
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L, The insurance or reinsurance of U.S. risks
(or risks in connection with tax haven transactions)
where a related U. S. business entity is the beneficlary
or is instrumental in placing the insurance or
reinsurance.

Certain exemptions from these general definitions of "tax
haven transactions" are included in the proposal, however.

Among the exceptions are:

1. The resale by a foreign-based corporation, outside
the country in which it 1s established, of agricultural or
mineral products purchased in its country of location.

The previous Treasury draft contained this exemption for
agricultural but not for mineral products.

2. The use of a local sales company to sell products
to be used within the country of its incorporation.

3. The recelpt of dividends and interest by a holding
company incorporated in the same country as the payor
corporation.

L4, The use of a sales subsidiary, incorporated in the
same country, by a U.S.-controlled manufacturing subsidiary

which actually does a substantial portion of its manufacturing

in that country. This exception will be allowed only in
cases where the local tax imposed on the separate companles
1s substantially the same as it would have been with a one-
company operation.

The new draft also contalns a provlision permitting an offset
of losses in previous years against tax liabilities., A three-
year loss carryback and five-year loss carryforward would be
permitted.

Other changes from the earlier draft permlt earnings from
exlsting "tax haven corporations" to be taxed in the same manner
as those of ordinary domestic corporations, if desired by the
companies,

The draft also provides that a specific company which can
establish that it is not avoiding taxes by reason of its place of
incorporation and which should not, therefore, be subject to the
provisions of the legislation, will not be covered. There was no
such provision in the earlier draft.

The draft also makes certaln technical changes concerning

allocations of dividend distributions, definitions and other matters.
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EXPLANATION OF REVISED DRAFT EP0
OF PROPOSED TAX HAVEN LEGISLATION ~

Background. The President's 1961 tax message recommended that the
present deferral of U. S. income taxation accorded to foreign subsidiaries
controlled by U. S. shareholders be eliminated. An exception was to be
provided for those subsidiaries incorporated in less developed countries
and deriving substantially all of their income from sources within such
countries. The Ways and Means Committee, after consideration of the
Adnministration's proposal indicated that it would be willing to consider
more limited legislation designed to reach "tax havens". Accordingly,
the Treasury Department prepared a tentative draft of tax haven legislation
which was released to the public on July 28, 1961. A revised draft has
now been prepared in the light of comments of taxpayers and further study
by the Treasury.

General Description. The revised draft would end tax deferral for
those operations of foreign corporations controlled by U. S. interests
vwhich cause the most serious distortions in the taxation of foreign
income. The draft relies on the pattern of operation of typical tax
haven companies, i.e., entities formed in countries such as Switzerland
and Panama which impose little or no tax on foreign income allocated to
or routed through entities incorporated under their laws. These companies,
which U. S. interests often employ in organizing their operations abroad,
are designed to minimize the impact of U. S. and foreign taxes on their
foreign activities. Since the deferral of taxation for such entities
constitutes the most serious departure from tax neutrality in the foreign
tax area, the elimination of such tax deferral could contribute substantially
toward the goal of the President's earlier proposal as well as curbing
considerable tax abuse.

The key element in the draft is the description of tax haven
transactions. This description, as indicated above, is based upon the
pattern of typical tax haven operations. While there are varicus types
of transactions, as a general matter a tax haven company normally deals
with related entities and receives income which is generated or derived
from sources outside of the country in which it is incorporated. The
element of dealing with related entities means that there are no arms-
length standards necessarily involved in its transactions, and income may
be allocated within a wide range in accordance with considerations of tax
advantage. The element of receiving income which is generated or derived
from sources outside the country of incorporation means that the income
has no necessary connection with the country of incorporation, and trans-
aections giving rise to the income may be arranged in many instances with
regard for considerations of tax advantage.

More specifically, based on these factors, the draft classifies the
following, for example, as tax haven transactions:

(a) The purchase by a controlled foreign corporation
of property from a related party and its resale
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for use or consumption outside of the country
in which it is incorporated.

(b) The receipt of dividends, interest, and royalty
income from related entities.

(¢) The performance of services by a controlled
foreign corporation outside of (or for
businesses located outside of) its country
of incorporation.

(d) The insurance or reinsurance of U. S. risks (or
risks in connection with tax haven transactions)
where a related U. S. party stands to benefit as
a beneficiary or is instrumental in placing such
insurance or reinsurance.

~On the other hand, tax haven companies do not typically carry on
substantial activities such as manufacturing, or processing, assembling,
or other production that is substantial in nature. Such actiwvities are
not considered to give rise to tax haven profits and are generally un-
affected by the draft. Still other important exceptions are provided for
transactions which do not typically reflect tax haven company operations:

(a) The resale of agricultural or mineral products
purchased by a controlled foreign corporation
in its country of incorporation;

(b) the resale.of purchased products for use in a
country of incorporation; or

(c) the receipt of dividends and interest by a
holding company incorporated in the same
country as the payor corporation.

Also, transactions which are covered by the draft, but which give rise
to profits that do not escape normal tax burdens by reason of the country
of incorporation, would not be included. Construction would not in
general be directly affected by the draft. Shipping activities are also
not covered.

Under the revised draft, any profits arising out of "tax haven
transactions” are classified as "tax haven profits" and a pro rata portion
of such profits is deemed to have been distributed as a dividend and is
taxed directly to the U. S. persons who are considered owners of the
corporation. A credit for foreign texes that may have been paid on such
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profits is provided- 80 that, as is generally the case under the Code,
there can be no "double" taxation by two jurisdictions. There are

also provisions for allowing a deduction (or a refund of tax previously
collected) in the event of losses from tex haven transactions. Further,
once profits have been taxed they may in general be distributed without
further U. S. tax being imposed. For example, a corporation could dis-
tribute tax free an amount sufficient to pay the U. S. tax (after the
credit for foreign taxes) on the tax haven profits. These provisions
are consistent with the objective of the draft to end deferral of
taxation for tax haven operations, but to impose no harsh tax con-
sequences.

In the interests of administrative simplicity, if the gross income
from tax haven transactions is less than 20 percent of total gross .
income, none of the corporation's profits would be taxed to its U. S.
owners. For similar reasons, if such income exceeds 80 percent of the
total gross income, a pro rata portion of all of the corporation's
profits is taxed to such U. S. persons. Also, provision is made so
that a foreign corporation may elect to be taxed on income from all
sources in the same manner as a domestic corporation, thereby relieving
its U. S. shareholders of the tax on tax haven profits. The availability
of this election ensures that a tax haven subsidiary will generally not
be placed in a less advantageous tax position than if it had initielly
been incorporated as a domestic corporation.

The draft would tax a U. S. person only where (1) U. S. persons as
a group may be considered to have control over the financial policies
of the foreign corporation, and (2) such person has a substantial owner-
ship interest in the foreign corporation. Two tests are applied in deter-
mining whether such conditions exist. First, a group of five or less
U. S. persons must have a stock interest of more than 50 percent in the
foreign corporation. Second, any single U. S. shareholder is not taxed
on a pro rata share of the tax haven profits unless such shareholder
owns a stock interest of at least 10 percent in the foreign corporation.
In both instances, special rules for determining own?rship are provided.

Various technical rules contained in the draft, for example those
relating to the foreign tax credit, are in accord with those normally
prevalling under the Code. Also, in many areas, the draft builds on
presently existing rules and provides no special rules. For example,
the normal rules relating to non-recognition of income in blocked
currency situations would be relied upon where applicable. In brief,
the technical aspects of the draft are designed to end deferral for tax
haven operations in as simple and orderly a manner as is possible.



Changes from July 28 draft

The revised draft differs from the draft released on July 28,
1961, in minor technical respects and in the following important
respects, which generally constitute liberalizations:

(a)

(b)

(c)

(a)

(e)

Discretionary exception

Corporations that are able to satisfy the Secretary
or his delegate that their place of incorporation
does not result in a reduction of taxes with respect
to any transaction will be relieved from the applica-
tion of the draft as to such transaction.

Election to be taxed as U. S. corporation

Already existing tax haven corporations (other than
life insurance companies) can generally elect to be
taxed on income from all sources in the same manner as
a domestic corporation.

Actual distributions allocated to tax haven profits

All distributions from a controlled foreign corporation
are designated as being out of current and previous

tax haven profits, to the extent there are any, so that
all tax haven profits, once taxed, may be distributed with-
out further U. S. tax, regardless of whether or not the
corporation has other earnings and profits, either

current or accumulated.

Right to receive tax-free distribution of tax haven
profits

If a U. S. person is once taxed on a deemefd distribution
of tax haven profits, such person or any successor in
interest will be entitled to receive such profits tax
free.

Losses and allowance of carrybacks and carryforwards

Tax haven profits will not be deemed distributed in

any year in which losses from non-tax haven trans-
actions exceed tex haven profits. In addition, if
losses from non-tax haven transactions exceed the
non-tax haven income for any year, such excess may

be carried back three years and carried forward five
years against tax haven profits for such years. U. S.
shareholders previously taxed would be granted a refund.



(£)

(2)

(n)

(1)

(3)

De minimus (20%) rule

Where tax haven income is less than 20 percent of total
gross income, U. S. shareholders will not be taxed.

A1l income treated as tax haven incame (80%) rule

Where more than 80 percent of the income of a controlled
foreign corporation is derived from tax haven trans-
actions, all of its income is treated as tax haven income.
This may not be considered a liberalizing change except
insofar as it eliminates complexities of separate account-
ing for tax haven and non-tax haven profits.

Generalized standard for manufacturing activities

Instead of a mathematical formula, the revised draft
relies upon a general standard to determine when
activities constitute manufacturing. The standard is
"substantial transformation", which is defined.as
"manufacturing, construction, or production, processing,
or assembling activities", which are, under regulations,
considered to be "substantial" in nature.

Definition of control

'

The definition of control of a foreign corporation has
been changed so as to require that U. S. persons own
more than 50 percent of the combined voting power.
Under the July 28 draft, 50 percent of the voting
power or 50 percent of the total value would have
satisfied the definition.

Dividend and interest exception where both corporations
in same country

The receipt of dividends or interest from a related
corporation will not be treated as tax haven income
if both corporations are incorporated in the same
country and the payor corporation has a substantial
part of its operations in such country.
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(1)

(m)
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Sales sﬁbsidiary for foreign manufacturing corporation

A controlled foreign corporation engaged in manufactubing
may sell its product through a sales subsidiary incorporated
in the same country provided that the manufacturing company
has a substantial part of its operations in such country
and provided no substantial reduction in tax results from
the use of such subsidiary.

Exception for purchase of locally-extracted minerals

In addition to the exception relating to the purchase
of locally-grown agricultural products, the revised
draft has a similar exception for the purchase by a
controlled foreign corporation of locally-produced
minerals and other extractive products.

Elimination of attribution from nonresident alien
individuals 4

For purposes of determining whether' U. S. persons own
more than 50 percent of the stock of a foreign corpora-
tion or whether any single U. S. person owns more than
10 percent, stock owned by a nonresident alien individual
will not be attributed so as to make a U. S. citizen or
resident the owner thereof.



Detailed description

(1) Definition of tax haven transactions (Section 955)

(a) Purchase of personal property and its sale

The purchase of personal property by a controlled foreign corporation
and its sale constitutes a tax haven transaction if the purchase is from a
related person or if the sale is to a related person. Exceptions to this
rule are made if--

(i) the property purchased is resold for use in the country in
which the controlled foreign corporation is created, or

(ii) the property purchased is an agricultural product or -
mineral of the country in which the controlled foreign corporation
is created, or

(iii) the property purchased is manufactured by a related
person created in the same country as the controlled foreign
corporation and the two corporations together pay the same taxes
which would have been payable if their operations were carried
on by a single corporation created in such country.

Typical situations to which the draft will apply are as follows:

(1) A controlled Panamanian corporation purchases property
from its U.S. parent corporation and sells such property for use
in Brazil to related or unrelated persons. The profits of the
Panamanian company would be tax haven profits.

(ii) A controlled Swiss company purchases materials in
Japan from related or unrelated persons and sells them to a
related controlled German company for use in its manufacturing
processes. The profits of the Swiss company would be tax haven
profits.

Since the draft covers only transactions involving both a purchase
and a sale, it does not apply to a controlled forelgn corporation which
manufactures or produces the product which it sells. A problem arises
if the controlled foreign corporation purchases parts or materials from
a related corporation which it then transforms into a final product. In
this case, the draft would not apply if the purchased goods were SubJected
to "substantial transformation." For this purpose, processing, assembling,
or other production which is substantial in pature as well as manufacturing
is considered "substantial transformation."

It follows from the preceding discussion that there would remain
under the rules of the draft a wide range of transactions between related
persons that would not result in any tax haven profits. These transactions
may be illustrated as follows:
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(1) A controlled German corporation can purchase personal
property manufactured by a related person in Germany and sell
such property to an unrelated person for use in Germany OTr
outside Germany. Thus, a manufacturing corporation may
generally have a sales subsidiary if incorporated in the same
country provided no substantial tax avoidance is involved.

(ii) A controlled German corporation could purchase from
related persons in the United States and France materials (of
any kind or origin), from which the controlled German corporation
manufactures a product, and sell such manufactured product to a
related or unrelated person for use in Germany or outside Germany.

(iii) A controlled Brazilian corporation could purchase
from an unrelated person agricultural products or minerals
of Brazil and sell them to a related person for use in Brazil
or outside Brazil.

-

(iv) A controlled German corporation can purchase personal
property of any kind from a related or unrelated person created
anywhere in the world and sell it to a related or unrelated
person for use in Germany. '

' There is no restriction under the draft on sales transactions
which do not involve related persons. Thus, a controlled foreign
corporation can purchase from an unrelated person personal property
of any kind or origin and sell such property to an unrelated person
for use anywhere in the world whether or not the controlled foreign
corporation subjects it to manufacture.

(b) Test of manufacturing ("Substantial transformation")

Two types of tests were considered for purposes of determining
whether a controlled foreign corporation has engaged in manufacturing
(or processing, assembling, or other production which is substantial
in nature), one, a general standard and the other, a mathematical
formula. As indicated above, this test is relevant in only two
situations:

(i) Where property is purchased from a related person

and transformed into a final product which is then resold

outside the country of incorporation. If the production

activities are considered "manufacturing", the profits of

the production company are not tax haven profits.

(1i) Where property is purchased from a related person
created in the same country as the purchaser and resold out-
side of the country of incorporation. If the related person
is engaged in "manufacturing", the sales subsidiary's profits
are not tax haven profits.
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The test adopted is a general standard which looks to whether
"substantial transformation" has occurred. "Substantial trans-
formation" is defined as "manufacturing, construction, or production,
processing, or assembling activities', which are, under regulations,
considered to be "substantial” in nature. In usual cases, applica-
tion of this standard will not be a difficult matter. Thus, refining
activities would ordinarily qualify, while labeling activities would
ordinarily not. In difficult cases, flexibility will be present to
make sure, consistent with the draft, that only corporations whose
activities are substantially in the nature of trading are treated as
having tax haven profits.

(¢) Commission services

Sales or service commissions received for furnishing of services
in connection with sales transactions which are the same in substance
as those classified as tax haven transactions also give rise to tax
haven profits. Such transactions are different only in form from
transactions in which the controlled corporation acts on its own
account.

(d) Rents and royalties

Rents or royalties received by a controlled foreign corporation
for use of property or rights outside the country in which the
controlled foreign corporation is created would be tax haven profits
if --

(i) the property or rights were obtained from a related
person, or

(ii) the rents or royalties were received from a related
person.

Thus, if a U.S. person transferred an intangible right such
as a patent to a controlled Swiss corporation which licensed users
in Germany, the royalties received would be tax haven profits,
whether or not the users were related persons.  However, if the
patent rights had been obtained from an unrelated person, the
royalties would be tax haven profits only if the German licensees
were related persons. In either case, rents or royalties from
Swiss users would not be tax haven profits.

The rule would cover not only rents or royalties for the use
of intangible rights such as patents but also for the use of
tangible property, for example, rents received by a Swiss corpora-
tion from a related person in Brazil for the use of industriasl or
commercial equipment in Brazil.
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. (e) Interest and dividends

Dividends and interest received by a controlled foreign
corporation from a related person would be tax haven profits except

to the entent that--

(i) the dividends were received from a related corporation
created and having a substantial part of the assets used in its
trade or business in the same country as the recipient controlled

foreign corporation, or

(ii) the dividends were paid out of tax haven profits
previously taxed to U.S. persons.

A controlled foreign corporation created in a country which
imposes no tax on holding companies often holds stock in operating
companies. Dividends or interest paid to the holding company can
thus be transferred from one operating company to another without
the imposition of the U.S. tax. The decision whether to invest such
profits in the United States or other foreign countries may be
distorted by the factor that a U.S. tax would be imposed if the
dividends are repatriated to the United States while no U.S. tax
would be payable if the earnings are invested or held abroad. To
remove the resulting incentive to foreign investment, income freed
as dividends or interest from the investment in a particular
country would be subjected to U.S. tax (after credit for foreign
taxes) so that the decision as between investment in the United
States or abroad would be neutral as to taxes.

The exception for dividends received from a corporation created
and having a substantial part of the assets used in its trade or
business in the same country as the holding company will exempt cases
where local law imposes a tax on the accumulated earnings of an
operating corporation but allows a deduction for distributions of
such earnings to a holding corporation created in the same country.
Often the holding company recontributes its earnings to the capital
of the operating corporation. Also, dividends paid by a sales, service
or finance subsidiary of a manufscturing company might be exempt under
this provision where the provision's requirements are met.

(£) Services

Compensation received by a controlled foreign corporation for
furnishing technical, managerial, engineering, architectural,
scientific, skilled, or like services will be treated as tax haven
income if such controlled foreign corporation (a) either--

(i) performs such services outside of the country in which
it is incorporated; or

(ii) performs such services for or on behalf of a
trade or business carried on outside of the country in which
the service company is incorporated,



and (b) either--

(1) the services are furnished for or on behalf of a
related person; or

(ii) the services are furnished for or on behalf of an
unrelated person but are in substantial part performed,
managed or directed by officers or employees transferred from
a relsted person within the taxable year or the two preceding
Yyears.

The application of the draft may be illustrated by the following
exagmples:

(i) A controlled Swiss corporation receives fees for
managing a manufacturing operation in Germany. The services
are performed in Germany. If the manufacturing operation in

- Germany is owned by a related person, the fees would be tax
haven profits.

(ii) The facts are the same as in the preceding example
except that the services are performed partly in Germany and
partly in Switzerland. Nevertheless, all of the profits from
such services will be treated as tax haven profits.

(iii) The facts are the same as in the first example
except that the manufacturing entity is located in Switzerland
and the services are performed in Switzerland. No part of
the profits would be treated as tax haven profits.

(iv) A controlled Swiss corporation renders technical
services to a manufacturing operation in Germany not owned
by a related person. The services are performed in Germany.
Under such circumstances the profits of the Swiss corporation
would be treated as tax haven profits only if the services were
in substantial part performed, msnaged or directed by officers
or employees transferred from a related person, such as, for
example, its U.S. parent, and if such transfer had occurred
within the taxable year or the two prior years.

(v) The facts are the same as in the preceding example
except that the services are performed in Switzerland.
Nevertheless, the profits will, because of the location of
the German entity, be treated as tax haven profits.

(vi) If the facts were the same as in the preceding
exgmple except that the German entity were now located in
Switzerland, the profits would not be tax haven profits.

(g) Insurance

Income received for insuring or reinsuring U.S. risks, or foreign
risks incurred in connection with tax haven transactions, would be
treated as tax haven profits in two situations:
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(i) if there would be an indemnity or other payment directly
or indirectly to a related person in the event the risks materialized; or

(ii) if a related person was instrumental in secwring such
insurance or reinsurance for the controlled foreign corporation.

The application of the draft may be illustrated as follows:

(i) A United States corporation engaged in the insurance business
creates a controlled foreign corporation and reinsures U.S. risks
with such foreign corporation. The profits of the foreign subsidiary
would be tax haven profits.

(ii) A domestic finance company requires its debtor to insure
with an unrelated insurance company which in turn reinsures with a
foreign corporation controlled by the finance compgny. The profits
of such a controlled foreign corporation would be tax haven profits
since the finance company was instrumental in the placing of such
reinsurance with its controlled foreign corporation.

(iii) A U.S. corporation has a controlled Panamanian corporation
which purchases goods from the U.S. corporation for sale for use in
Venezuela. The U.S. corporation has a controlled Bahamian corporation
which insures the goods while in transit. The profits of the Bahamian
corporation are treated as tax haven profits regardless of whether
the insurance is placed by the U.S. corporation or the Panamanian
corporation or the purchaser.

(iv) A domestic corporation in the business of selling
automobiles also acts as an insurance agent of its controlled
foreign corporation subsidiary so that the insurance contract
is directly between the purchaser of the automobile and the
agent's foreign subsidiary. Since the domestic corporation
was instrumental in securing the business for the foreign
subsidiary, the profits of the foreign subsidiary are tax haven
profits. The same result would be reached even if the domestic
corporation merely encouraged the purchaser to place the
insurance with the foreign subsidiary and did not formally
act as agent.

(2) Related person

The July 28 draft would define related persons as--
(a) a corporation and an individual, partnership, estate, or
trust where such individual, partnership, estate or trust controls
the corporation directly or indirectly; or
(b) two corporations where one is in control of the other; or
(¢) two corporations controlled by the same persons.
For this purpose, control of a corporation means ownership, directly or

indirectly, of more than 50 percent of voting power of all the stock
entitled to vote.
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(3) Exception for non-tax avoidance situations

Because the draft relies on the concept of activities outside of a
country of incorporation, some situations which would not normally be
considered tax haven situations might be reached. The draft therefore pro=-
vides an exception for tax haven profits of a foreign corporation that can
satisfy the Secretary or his delegate that their place of incorporation does
not result in a reduction of taxes on such profits. Thus, for example, a
corporation conducting its activities in a country or countries other than
the country of its incorporation may be able to demongtrate that its tax
ligbilities on some or all of its transactions would have been no greater
had it been incorporated in the country or countries in which it operates
and, accordingly, be relieved of the application of the draft as to such
transactions.

(4) Exception for income from U. S. sources

A complete exception from the draft’s application is made for any
earnings and profits derived from U. S. sources. The exception applies only
if such profits are subject to United States tax.

(5) Taxation of U. S. shareholders

The draft would tax U. S. persons owning, directly, or indirectly,stock
in a controlled foreign corporation, on their pro rata share of the tax
haven profits of the controlled foreign corporation as 1f such pro rata
portion had been distributed to them.

(6) Definition of control by U. S. persons and persons taxed

The proposal would apply with respect to the undistributed tax haven
profits of "controlled foreign corporations," defined as those in which 5
or less U. S. persons own more than 50 percent of the stock entitled to vote.
However, only those U. S. persons owning at least 10 percent of the voting
stock or of the value of all the stock would be taxed. Constructive owner-
ship rules described below are applied in this connection to determine the
existence of the 50 percent ¢r 10 percent requirements. Such constructiie
rules would not apply for purposes of imposing tax on U. S. persons, such
persons being taxed only on a pro rata share determined with respect to
their direct or indirect (as differentiated from contstuctive) ownership.

The above rules are belleved to result in taxing U. S. persons only
where such persons as a group may be considered to have power over the
financial policies of the foreign corporation and where each such person
has a substantial ownership interest in the forelgn corporation. While
the 10 percent rule may permit some shareholders to go untaxed in situa-
tions where it would be fair to impose tax and is partially responsible
for some technical complexities in the draft, such rule was considered to
be desirable in order to insure that only a shareholder would be taxed
who has a substantial ownership interest and is likely to have a voice in
the corporation's affairs.
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(7) Amount of deemed distribution of tax haven income .

Because the July 28 draft embodies a transactional approach, only
profits from tax haven transactions will, in general, be treated as a
constructive distribution to U. S. owners. :

While, in general, employing the transactional approach, the
draft does achieve simplicity in some cases by providing that a
corporation over 80 percent of whose gross income is from tax haven
transactions will be considered as having all tax haven income and a cor-
poration with less than 20 percent tax haven income will be considered
as having no tax haven income. In other words, the transactional -
approach will require separation of accounts only in cases where tax
haven income is between 20 and 80 percent of total gross income. Further-
more, since these limitations on the use of the transactional approach
are in terms of gross income, they do not require the complex accounting
that would be called for if the test were in texrms of earnings and profits

The 20 percent rule would avoid the burden of accounting for the
income from tax haven transactions where the amount of such income ‘does
not seem to be substantial in the light of a company's entire activities.
This test permits, for example, a controlled foreign corporation engaged
in manufacturing and selling to round out its product line by the
purchase from a related person of a product for which the foreign market
is too small to Jjustify production abroad. The 80 perceént test -avoids
the burden of accounting where the amount of non-tax haven income does
not seem significant in the light of a company's entire activities. Both
tests remedy the complexity of the transactional approach in those cases
in which its sensitivity does not seem warranted.

‘(8) Deemed distributions direct to U. S. persons

The proposal treats the tax haven préfits of a controlled foreign
corporation as a direct distribution from such corporation to the U. S.
persons who are the first U. S. persons in the chain of ownership running
from the corporation to such U. S. persons. In addition to direct owner-
ship, a limited rule of indirect ownership is applicable here for the
purpose of determining such a U. S. person's pro rata share; stock in a
corporation owned by a foreign corporation, foreign partnership, foreign
estate or trust (taxed like a nonresident alien), is treated as owned:
proportionately by the shareholders, partners, or beneficiaries.

(9) "Barnings and profits" as measure of deemed dividend
Under the draft, tax haven profits would be treated as having been
constructively distributed as a dividend to U. S. shareholders. The
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"earnings and profits" from tax haven transactions seemed, conceptually, to

be the most appropriate standard by which to determine constructive dis-
tributions of tax haven profits, since the normal Code standard for deter-

m:LnlnD the taxability to a shareholder of a corporate dlstrlbutlon is the
"earnings and profits" of a corporation.

Furthermore, the "earnings and profits" concept seemed more desirable
than other possible tests (such as, for example, "taxable income") because
it had the practical merit in a large range of cases of not imposing any
accounting obligations not already present under existing law. For example,
the earnings and profits of a foreign corporation must already be computed
under the Code in order to determine the taxability as dividends of distri-
butions made by foreign corporations to U. S. shareholders. Similarly, as
a condition for claiming a credit under section 902 for foreign taxed paid
by a foreign subsidiary, a domestic corporation is already required to
compute the earnings and profits of the foreign subsidiary.

(10) Treatment of losses

Under the July 28 draft as revised, no tax is imposed on U. S. persons
with respect to the tax haven profits of a controlled foreign corporation
for a taxable year unless the corporation has over-all profits for such
year. Thus, if net losses from non-tax haven transactions for a taxable
year exceed the net profits from tax haven transactions for such a year,
the U. S. owners would not be taxed for such year. Further, the draft
would allow a five-year carryover and a three-year carryback against tax
haven profits of the excess of losses from tax haven transactions over
net profits from non-tax haven profits in any given year. In connection
with the carryback of tex haven losses, a refund of tex would be permitted
to U. S. shareholders who had paid taxes on deemed distributions in prior years

These rules give recognition to losses in a way which is consistent
with the basie purposes of the draft. If use of such losses against U. S.
profits is desired, the corporation may elect to be taxed as a domestic
corporation provided that it does so before the beginning of the taxable year.
1

(ll) Exclusion for actual distributions of income once taxed as
constructive distributions

To prevent taxing income once as a constructive distribution and a
second time as an actual distribution, an exclusion from gross income would be
provided for a dividend from profits which already had been taxed to a United
States shareholder as tax haven profits of a controlled foreign corporation.
The exclusion would apply even though the actual distribution of such income
were made through a chain of entities by which the United States person
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(12) Allocation of current tax haven profits and other earnings and
profits to actual dividend distributions

Since the purpose of the draft, in deeming constructive distributions
of tax haven profits, is merely to end deferral of taxation for such income,
the rules governing actual distributions are designed to permit earnings
and profits from tax haven transactions to be distributed without penalty.
Thus, actual distributions would be applied first against current earnings
and profits from tax haven transactions, then against its most recently
accumulated tax haven profits. For example, assume that X, a domestic cor-
poration , wholly owns Y, a foreign corporation, which has current earnings
and profits of $100 of which $40 is from tax haven transactions and $60
from non-tax haven activities, that it has $10 of accumulated tax haven
earnings and profits, and that $50 is currently paid out as a dividend.
Under the draft, $40 would be included in X's gross income as a deemed dis-
tribution of tax haven profits. Out of the $50 actual distribution, $40
would be considered as having been paid out of current tax haven earnings
and profits and the additional $10 dividend would be designated as being
out of the accumulated tax haven profits so that the shareholder would have
no additional taxes to pay by reason of the actual distribution. Thus, it
would be permitted without any additional tax to the shareholders, to dis-
tribute the amount needed to pay the shareholders' taxes on the deemed
distribution and to allow the balance of the tax haven income to remain with
the company.

(13) Adjustments to basis of stock

To prevent doubling up 6f tax burdens where stock in a controlled
foreign corporation is sold at a gain which reflects the retained tax
haven profits already taxed to the shareholder, the basis of the stock
would be increased by an amount equal. to the deemed distribution. A cor-
responding reduction in the basis would be made when such profits were
actually distributed.

(1%) Poreign tax credit

The July 28 draft would allow with respect to a deemed distribution of
tax haven profits, the foreign tax credit allowed under existing law for
ordinary dividend distributions. The credit would be for taxes imposed on
the tax haven earnings during the taxable year of the controlled corporation
in which such earnings are deemed distributed. Since existing law allows no
indirect credit to individuals with respect to actual dividends, the July 28
draft would, similarly, not allow an indirect credit to individuals with
respect to deemed distributions from a controlled foreign corporation.

An additional credit would be allowed for foreign taxes such as withhold-
ing taxes which had not been imposed at the time the deemed distributions was
taxed. Where a United States person receives an actual distribution which is
excluded from income because it was once taxed as income deemed distributed,
the section 904 foreign tax credit limitation would be increased so that in
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the year of an actual distribution a credit wuld be allowed for foreign
taxes imposed on such income subsequent to the year of the deemed distribu-
tion. In case the U. S. person did not have sufficient tax liability in the
year of the actual distribution to make use of theincrease in the section ook
limitation, the excess would be treated as an overpayment of taxes so that a
refund of U. S. tax would be allowed.

(15) Constructive ownership of stock

For the purpose of determining whether 5 or fewer U. S. persons control
a foreign corporation or whether any United States person owns less than
10 percent of the stock of a foreign corporation, the constructive rules of
ownership of section 318 would epply with various modifications such as the
following:

(a) There would be no attribution from a nonresident alien
individual to a citizen or resident;

(b) A foreign entity which owns more than 50 percent of the
stock in a foreign corporation would be considered as owning all
the stock of such corporation for the purposes of attributing such
stock to the owners of such foreign entity;

(¢) The requirement that a shareholder own more than 50 percent
of the stock of a corporation before stock owned by such corporation
could be attributed to the shareholder, would be eliminated;

(d) sStock of one corporation owned by a 50 percent shareholder
in a second corporation which is attributed to the second corporation
would not then be reattributed from such second corporation so as to
make any other shareholder the owner of the stock of the first cor-
poration;

(e) similarly, stock owned by a partner or a beneficiary of an
estate or trust which was attributed to the partnership, estate or
trust would not then be reattributed so as to make another partner or
beneficiary the owner of such stock.

'

(16) The election to be taxed on income from all sources

A foreign corporation (other than life insurance companies) which
desired to relieve shareholders of being taxed on undistributed income could
do so by electing to be taxed on income from sources both within and without
the United States in the same manner as a domestic corporation. In general,
such a corporation would be taxed on each year's taxable income as if it
were a domestic corporation and would be entitled to the various elections
available to a domestic corporation, such as to join in a oonsolidated return
under sections 1501 et seq. However, section 367 of the Code (relating to
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tax-free reorganizations, liquidations, etc., of foreign corporations)
would remain applicable to such a corporation.

(17) Exceptions to section 367

The July 28 draft would contain no exception to section 367 of the
Code (relating to tax-free reorganizations, liquidations, etc., of foreign
corporations). It is thought that existing administrative practice is
broad enough to grant clearance for simplification of structure in appro-
priate cases.

(18) Information

Based on the precedent of section 6035 (relating to returns of officers
and. shareholders of foreign personal holding companies), a U. S. citizen or
resident who is an officer or a director of a controlled foreign corporation
would be required to return information. To the extent required by regula-
tions, such information would include the names and addresses of all persons
owning stock and the class and number of shares owned by each person; the
amount, and date of each distribution during the taxable year; the gains,
profits and income with the adjustments made to determine earnings and

profits for the period during which the corporation is a controlled foreign
corporation. .

In addition, each United States person who owns 10 percent or more of
the total combined voting power or value of all classes of stock of a
controlled foreign corporation would be required to return such informati on
as 1s required by regulations on its earnings and profits.
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sale or other disposition of Treasury bills doecs not have any special trgatment , 88

such, under the Internal Revenue Code of 1954. The bills are subject to estate B
inheritence, ¢ift or other cxcise taxes, whether Federal or State, but are exempt lrom
21l {toxetion now or hercafter imposed on the principel or interest thereof by eny State
or any of the posscssions of the United States, or by ony local taxing authority. For
purposces of taxstion the amount of discount at which Treasury bills are originally sold
by the United States is considercd to be intervest. Under Sections 454 (b) and 1221 (5)
-of’ the Internel Revenue Code of 1954 the amount of discount at which bills issued here-
mder are sold is not considered to accrue unbtil such bills are sold, redeemed or other-
wige disposed of, and such bills are cicluded from consideration as. capital assets.
Accordingly, the owner of Treasury bills (other then life insurance companies) issued
hereunder need include in his incowe tex return only the difference between the price
paid for such bills, whether on original iscue or on subsequent purchase, and the ammm‘d’
actvally received either upon salc or redemption at maturity during the taxsble year
Tor -which the return is made, as ovdinary goin or loss.

Treasury Deportment Circular No. 418 (current révision) and this notice, prescribe
the terms of the Treasury bills ond govern the conditions of their issue. Copies of the

circular msy be obtained from any Federal Lescirve Bank or Breanch.
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printed forms and forworded in the special envelopes which will be supplied by Federal
Reserve Banks or Branches on application therefor.

Banking institutions generally mey submit tenders for account of customers provided
+the names of the customers are set forth in such 'tenders. Others than banking institu-
tions will not be permitted to submit tenders except for their own account. Tenders will
be received without deposit from incorporated banks and trust companies and from respon-
sible and recognized dealers in investment securities. Tenders from others must be
accompanied by payment of 2 percent of the face amount of Treasury bills applied for,
unless the tenders are accompanied by an express guaranty of payment by an incorporated
bank or. trust company.

Immediately after the closing hour, tenders will be opened at the Federal Reserve
Banks and Branches, following which public announcement will be made by the Treasury
Department of the amount and price range of accepted bids. Those submitting tenders
will be advised of the acceptance or rejection thereof. The Secretary of the Treasury
expressly rcserves the right to accept or 1"é,ject any or all tenders, in whole or in part,
and his action in any such respect shall be Tinal. .Subject to these reservations, non-
competitive tenders for $ 200,000 or less for the additional bills dated November 9,

ek )

1961 , ( 91 deys remaining until maturity date on May 10, 1962 ) and
Hblx)

noncompetitive tenders for $ 100,000 or less for the 182 ~-day bills without stated

Price from any one bidder will be accepted in full at the average price (in three deci-
mals) of accepted competitive bids for the respective issues. Settlement Tor accepted
tenders in sccordonce with the bids must be made or completed at the Federal Reserve Bank

on __ PFebruary 8, 1962 , in cash or other immediately available funds or in a like

face amount of Treasury bills maturing February 8, 1962 . Cash and exchange tender:

Will receive equal treatment. Cash adjustments will be made for differences between the
Par value of maturing bills accepted in exchange and the issue price of the new bills.
The income derived from Treasury bills, wvhether interest or gain from the sale or

other disposition of the bills, does not have any exemption, es such, and loss from the



TREASULY DEPARTHMENT
Washington

FOR IMMEDIATE PELEA“* < January 31, 1962

TREASURY S WEEKLY BILL- OFFERING

The Treasury Department, by this public notice, invites tenders for two series

of Treasury bills to the aggregate amount of $1,800,000,000 , or thereabouts, for

cash and in exchange for Treasury bills maturing February 8, 1962 , in the amount

of $1,805,088,000 , as follows:

91 -day bills (to maturity date) to be issued February 8, 1962 P
fbcx

in the amount of $1,200,000,000 , or thereabouts, represent-

ing an additional amount of bills dated _November 9, 1961 , .

and Lo mature May 10, 1962 ~, originally issued in the
RSES
amount of §500,252,000 , the additional and original bills

to be lreely interchangeable.

182 -day bills, for § 600,000,000 , or therecbouts, to be dated

February 8, 1962 , and to mabure _August 9, 1962 .
3% :

The bills of both series will be issued on a discount basis under competitive
and noncompetitive bidding as hereinafter provided, and at maturity their rface amount
will be paycble without interest. They will be issued in bearer form only, and in
denominations of $1,000, $5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value).

Tenders will be received at Federal Reserve Banks and Brenches up to the closing

hour, one-thirty p.m., Bastern Standard time, Monday, February 5. 1962 . Tenders

will not be received at the Treasury Department, Washington. Each tender must be
for an even multiple of $1,000, and in the case of competitive tenders the price
offered muist be expressed on the basis of 100, with not more than three decimels,

. g., 99.925. TFractions moy not be used. It is urged that tenders be made on the
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WASHINGTON, D.C.

January 31, 1962
FOR IMMEDIATE RELEASE

TREASURY'S WEEKLY BILL -OFFERING

The Treasury Department, by this public notice, invites tenders
for two serles of Treasury bills to the aggregate amount of
$1,800,000,000, or thereabouts, for cash and in exchange for
Treasury billls maturing February 8,1962,. 1in the amount of
$1,805,088,000, as follows:

9l-day bills (to maturity date) to be issued February 8, 1962,
in the amount of $1,200,000,000, or thereabouts, representing an
additional amount of bills dated November 9,1961, and to
mature May 10, 1962, originally 1ssued in the amount of
$500, 252,000, the additional and original bills to be freely
Interchangeable.

182-day bills, for $600,000,000, or thereabouts, to be dated
February 8, 1962, and to mature August 9, 1962,

The bills of both serles will be issued on a discount basis under
competitlve and noncompetitive bidding as hereilnafter provided, and at
maturity thelr face amount will be payable without interest. They
will be issued in bearer form only, and in denominations of $1,000,
$5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value). : '

Tenders wlll be received at Federal Reserve Banks and Branches
up to the closing hour, one-thirty p.m., Eastern Standard - o
"time, Monday, February 5, 1962. Tenders will not be
recelved at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three decimals, e, g., 99.925. Fractions may not
be used., It is urged that tenders be made on the printed forms and
forwarded in the special envelopes which will be supplied by Federal
_Reserve Banks or Branches on application therefor.

Banking institutions generally may submit tenders for account of
customers provided the names of the customers are set forth in such
tenders. Others than banking institutions will not be permitted to
‘submit tenders except for their own account.  Tenders will be received
without deposit from incorporated banks and trust companies and from
responsible and recognized dealers in investment securities. Tenders
from others must be accompanied by payment of 2 percent of the face
amount of Treasury bills applied for, unless the tenders are
accompanied by an express guaranty of payment by an incorporated bank
or trust company,

D-378



-2 -

Immediately after the closing hour, tenders will be opened at
the Federal Reserve Banks and Branches, following which public
announcement will be made by the Treasury Departmment of the amount
and price range of accepted bids. Those submitting tenders will be
advised of the acceptance or rejection thereof. The Secretary of
the Treasury expressly reserves the right to accept or reject any or
all tenders, in whole or in part, and his action in any such respect
shall be final. Subject to these reservations, noncompetitive
tenders for $200,000 or less for the additional billls dated

November 9,1961, (91-days remaining until maturity date on

May 10, 1962) and noncompetitive tenders for $100,000

or less for the 182-day bills wlthout stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on February 8, 1962,
in cash or other immediately avallable funds or in a like face
amount of Treasury bills maturing February 8, 1962. Cash and
exchange tenders will receive equal treatment. Cash adjustments
will be made for differences between the par value of maturing
bills accepted in exchange and the 1lssue price of the new bills,

The income derived from Treasury bills, whether interest or
gain from the sale or other disposition of the bills, does not have
any exemption, as such, and loss from the sale or other disposition
of Treasury bills does not have any special treatment, as such,
under the Internal Revenue Code of 1954, The bills are subject to
estate, inheritance, gift or other exclise taxes, whether Federal or
State, but are exempt from all taxation now or hereafter imposed on
the principal or interest thereof by any State, or any of the
possessions of the United States, or by any local taxing authority.
For purposes of taxation the amount of discount at which Treasury
bills are originally sold by the United States is considered to be
_interest., Under Sections 454 (b) and 1221 (5) of the Internal
Revenue Code of 1954 the amount of discount at which bills issued
hereunder are sold 1s not considered to accrue until such bills are
sold, redeemed or otherwlse disposed of, and such bills are excluded
from consideration as capital assets. Accordingly, the owner of
Treasury bills (other than life insurance companies) issued hereunder
need Include In his income tax return only the difference between
the price paild for such bllls, whether on original issue or on
subsequent purchase, and the amount actually received either upon
sale or redemption at maturity during the taxable year for which the
return 1s made, as ordinary gain or loss.

Treasury Department Circular No. 418 (current revision) and this
notice prescribe the terms of ‘the Treasury bills and govern the
conditions of theilr issue., Copiles of the circular may be obtained fro
any Federal Reserve Bank or Branch.

000



United States Savings Bonds Issued and Redeemed ThroughS'Jgnuary 31, 1962

(Dollar amounts in millions - rounded and will not necessarily add to totals)

Amount Amount Amount % Outstand:
Issued 1/| Redeemed 1/! Outstanding 2/| of Amt.Isst
JATURED
“Series A-1935 = D=1941 .......... |$ 5,003 | 3 4,986 $ 17 34 %
Series F & G-1941 - 1949 [ XN NN NN NI 26,082 25,816 266 1.02
AMATURED
Series E: '3/
1941 008 000000 OSSNSVOOSOEOEOSIOSOEOSDS 1’810 1’485 325 17.96
1942 0 0 0000000600 0000 0P8OS 7,990 6,558 1’431 17.91
1943 ®00c0c0000000s00sn000e 12,861 10,645 2’216 17.23
1944 0 GO OO OO SOOOOONOGESNOSOENSEDS 14,981 12’291 2’690 17.96
1945 000000 OOSISEOLESIOSIEOSIOSLOIEOSOSESNOSES 11’722 9’395 2,327 19.85
1946 esscecscsevcsscescsne 5,254 3,972 1,282 24.40
1947 008000000000 4,939 3,538 1,402 28039
1948 0 000 P00 SGEOOOSNOSIOGNOIOSOSEIEOSODS 5’086 3’520 1,566 30.79
1949 ..0..'....‘0.0.‘...... 4’994 3,357 1’637 32.78
1950 0900000 GSSIOCOSEONOSEOSIOSNOISOS 4,345 2’813 1,532 35'26
1951 0 000000000 0OODOCBOSIIOGSEBSEL 3’762 2,375 1’387 36.8'7
1952 9000000000000 000000 00 3,914 2’343 1,571 40.14
1953 0060000000000 0000000 0 4}429 2,582 1,847 41.70
1954’ 90000000 OOSEOOQGOOSIEOEBSBOOSOEOSETPDSESE 4,4‘82 2,545 1’937 43022
1955 0 0O 00000 0OOSNOSIELOEOSNOSIIOSS 4,650 2,590 2’060 44.30
1956 ‘.‘....I.'..IQOQ.....' 4,469 2,479 1’990 44.53
1957 00 0 0009 OOB8O0COOGSIOOSSELSNOSIDS 4’,186 2,200 1’985 47.42
1958 00 000000080006 OCSOCOEBSIIDIEOE 4,035 1’949 2’086 51.70
1959 0 000 GO OOOOOLOESLEBSOIOSEOEE 3’765 1’713 2’052 54050
1960 S0 00000000 00OOOICCRSIOOICE 3)734 1,4—60 2,274 60.90
1961 P99 00000 POOGISSIOGOESTOEOSINOSDES 3’420 777 2,643 77.28
1962 (included in unclass,) - - - -
UnClaSSified ecvecvevcssscscccne 345 425 -80 -
Total Series E 000000_000000.00'. 119.174 81 ’014 38'160 32.02
Series H-1952 - 1962 eseees00000e 7’989 11539 6’451 80’75
Totel Series E and H ...eeuvens | 107 163 82,553 44,610 35.08
Series F and G:
1950 00 0000000000000 0008000 2,4‘26 1,778 'y 648 26.71
1951 0.00.0.0.0....-00.00; 791 407 385 48.67
1952 G0 evoRERNOOIPROIOGCOIVNOOEOETE 211 100 111 52u61
UnC].aSSified ec0c00cseresccecose - 102 —102 -
Total Series F and G eeeeeenens 3,428 2,386 1,042 30,40
Total Series F, G, Jand X ,,,.. 7.103 4,213 2,889 40.67
i Total matured ...... 31,085 30,802 283 91
1 Series Total unmatured ..., | 134,266 86,766 47,500 35,38
Grand Total ...e.... | 165,351 117,568 47,783 28,90
/' Includes accrued discount,
)/ Current redemption value, OFFICE OF FISCAL ASSISTANT SECRETARY
Y At option of owner bonds may be held and will earn interest for additional periods

after original maturity dates,

<

Includes matured bonds which have not been presented for redemption,
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Other matters covered in the report are the strengthening of
management improvement facilities and techniques, cooperative use
of resources between the Department's various bureaus and with
other agencies of government, improved work methods and
simplified procedures, and organizational changes made to improve

.-
coord . anlwn e it
and strengthen the;alignmggﬁ)of Treasury functioﬂ%L including the

establishment of an Executive Secretariat in the Office of the

Secretary.
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The Treasury's entire disbursing process, from initial check-
writing to final reconciliation of check payments, is being adapted
to streamlined automatic data processing methods. Savings bonds
are now also processed electronically. The Internal Revenue
Service is using automatic data processing equipment to process
tax returns and is establishing a central facility where
information on taxpayers and tax sources will be available quickly
by electronic means.

Improvements in the manufacture of coins and currency also
produced savings. A new printing process which produces $1 silver
certificates on dry paper on high speed rotary intaglio presses,
has extended the life of currency by 30 percent, with annual
savings of over $1 million.

Special emphasis on recruiting of high caliber personnel
and a sizable increase in training activity are noted in the
report., This is part of a long-range plan to staff the Department
with personnel of top competence and the potential ability to fill

positions of major responsibility.
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administrative operations. The improvements ... are important,
not only because they increase the efficiency of our internal
functions, but because they increase the Department's
effectiveness in its cooperative efforts with other agencies."
The Secretary said he had a strong personal interest in further
improving management operations and called upon Treasury officials
for continued leadership in carrying the program forward
successfully.

Every bureau and office of the Department had a part in the
improvement program and about 2,500 employee suggestions were
adopted under the incentive award program. Awards to employees
ranged from $10.00 to $300.00,

The principal savings for the Treasury came from a stepped-up
program to mechanize manual operations and to modernize equipment.
This program requires that automation be planned far enough in
advance to permit employee reductions to be handled by attrition,

retraining for other positions, or transfer.
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TREASURY REPORT SHOWS $10 MILLION
SAVED BY BETTER MANAGEMENT

The Treasury saved more than $10 million in operating costs
during 1961 fiscal year by improvements in the management of
manpower, space, and equipment, according to a progress report
issued today.

Of the total, $8 million represented annual recurring savings
to the government, and the balance a one-time benefit. About
$3 million of the savings resulted from employee suggestions.

Secretary Douglas Dillon, shortly after assuming office
last January, asked the heads of Treasury bureaus and offices
to make special efforts to find "faster and more expert ways" to

E4
lhcraasih,
handle the Department'sigfistinggw rk load Jso that its

aétd : could be e :j
The Secretary termed the report '"an impressive account of

progress made over the past fiscal year in improving Treasury's
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February 2, 1962
FOR IMMEDIATE RELEASE

TREASURY REPORT SHOWS $10 MILLION
SAVED BY BETTER MANAGEMENT

The Treasury saved more than $10 million in operating costs
during 1961 fiscal year by improvements in the management of
manpower, space, and equipment, according to a progress report
issued today.

Of the total, $8 million represented annual recurring savings
to the government, and the balance a one-time benefit. About
$3 million of the savings resulted from employee suggestions.

Secretary Douglas Dillon, shortly after assuming office last
January, asked the heads of Treasury bureaus and offices to make
special efforts to find "faster and more expert ways" to handle
the Department's increasing work load. :

The Secretary termed the report "an impressive account of
progress made over the past fiscal year in improving Treasury's
administrative operations. The improvements ... are important not
only because they increase the efficiency of our internal functions,
but because they increase the Department's effectlveness in its
cooperative efforts with other agencies." The Secretary saild he
had a strong personal interest in further improving management
operations and called upon Treasury officials for continued
leadership in carrying the program forward successfully.

Every bureau and office of the Department had a part in the
improvement program and about 2,500 employee suggestions were
adopted under the incentive award program. Awards to employees
ranged from $10.00 to $300.00.

The principal savings for the Treasury came from a stepped-up
program to mechanize manual operations and to modernize equlipment.
This program requires that automation be planned far enough in
advance to permit employee reductions to be handled by attrition,
retraining for other positions, or transfer.
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The Treasury's entire disbursing process, from initial check-
wrlting to final reconciliation of check payments, 1s being adapted
to streamlined automatic data processing methods. Savings bonds
are now also processed electronically. The Internal Revenue
Service 1s using automatic data processing equipment to process
tax returns and is establishing a central facility where information

on taxpayers and tax sources will be available quickly by
electronic means.

Improvements in the manufacture of coins and currency also
produced savings. A new printing process which produces $1 silver
certifiicates on dry paper on high speed rotary intaglio presses,
has extended the 1life of currency by 30 percent, with annual
savings of over $1 million.

Special emphasis on recruiting of high caliber personnel and
a sizable increase in training activity are noted in the report.
This is part of a long-range plan to staff the Department with
personnel of top competence and the potential ablility to fill
positions of major responsibility.

Other matters covered in the report are the strengthening of
management Improvement facllities and techniques, cooperative use
of resources between the Department's varlous bureaus and with
other agencies of government, improved work methods and simplified
procedures, and organizational changes made to improve and
strengthen the coordination of Treasury actlivities, including the

establlishment of an Executive Secretariat in the 0ffice of the
Secretary. )
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MATORIIG JERRUARY 15, AMD AVRIL 1, 1062

The Tressury i offering bolders of m,m sillion of four lssues of
*ﬁmmmwim wwww, 1962, snd Apeil 1, 1962, the »ight to
rchampe them for amy of the following securities:

5+1/24 Tresoury certificates of indebt o
ruary 15, 1962, MW“, m,mm; or

4% Tressury notes dated Februnry 15, 1862, due August
15, 1966, ot par.

Caah subgeriptions for the sscurities listed shove will not be received.

The maturing Tressuvy hotes which msy be cxchenged for the nev securi~
ties are as follows:

{In Millions)

W"-l Mjf% v‘ Ay mﬁ ﬂf mﬁ@ A’*W, Mm
May 1, 1987, dus Pebwusxy 15, 1962;

$1,455.0 - 4% Treasury notes of Series D-1962, dated
Febeuery 15, 1958, dve Febwuary 15, 198623

$9,008.0 ~ 3-1/44 Treasury notes of Series P-1962, dated
mm; 3—9@@, é&mﬁﬂmrylﬁ, lo62;

$551.2 ~ 1-1/2% Tresaury notes of Series BA-19G2, dated
April 1, 1657, due April 1, 18G2.

The subseription hooks will be open cnly on Pebruary 5 through Feb _
mmmmafmﬂwm Subscriptions for any issue addres
; WMMMMWL,MmWQMMMWWMWMM
Steates, and placed i the malil before midnight February 7 will be consideved os
%ma.y e new securities will be delivered Febwuary 15, 1962. The certificates
of jodebtedness will bhe awveilable only in Lesrer form but the Treasury notes will
be mede svalleble in registered form, es well ae besrer form.




TREASURY DEPARTMENT

WASHINGTON, D.C.
IMMEDIATE RELEASE February 1, 1962

TREASURY TO REFUND $11.7 BILLION OF TREASURY NOTES
MATURING FEBRUARY 15, AND APRIL 1, 1962

The Treasury is offering holders of $11,731 million of four issues of
Treasury notes maturing February 15, 1962, and April 1, 1962, the right to
exchange them for any of the following securities;:

3-1/2% Treasury certificates of indebtedness dated
February 15, 1962, due February 15, 1963, at par; or

4% Treasury notes dated February 15, 1962, due August
15, 1966, at par.
\
Cash subscriptions for the securities listed above will not be received.

The maturing Treasury notes which may be exchanged for the new securi-
‘ties are as follows:

(In Millions)

$647.1 - 3-5/8% Treasury notes of Series A-1962, dated
May 1, 1957, due February 15, 1962;

$1,435.0 - 4% Treasury notes of Series D-1962, dated
February 15, 1959, due February 15, 1962;

$9,098.0 - 3-1/4% Treasury notes of Series F-1962, dated
November 15, 1960, due February 15, 1962;

$551.2 - 1-1/2% Treasury notes of Series EA-1962, dated
April 1, 1957, due April 1, 1962. i

The subscription books will be open only on February 5 through February 7
for the receipt of subscriptions. :Subscriptions for any issue addressed to a
. Federal Reserve Bank or branch, or to the Office of the Treasurer of the United
States, and placed in the mail before midnight February 7 will be considered as

timely. The new securities will be delivered February 15, 1962. The certificates
of indebtedness will be available only in bearer form but the Treasury notes will

be made avallable in registered form, as well as bearer form.
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Interest on the new 3-1/ 2% 12-month Treasury certificates of indebtedness
will be paid on August 15, 1962 and February 15, 1963. Interest on the 4%
Treasury note is payable semiannually on August 15 and February 15.

Exchenges of the 3-5/8%, 4%, and 3-1/4% Treasury notes maturing
February 15, 1962, may be maede for a like face amount of either the 3-1/2%
Treasury certificates maturing Februery 15, 1963, or the 4% Treasury notes
maturing August 15, 1966. Coupons dated Februery 15, 1962 on these maturing
notes should be detached by holders and cashed when due. Holders of the 1-1/2%
Treasury notes Series EA-1962, maturing April 1, 1962, may exchange them for a
like face amount of the new 3-1/2% Treasury certificates or the 4% Treasury notes.
Exchenges of the 1-1/2% Treasury notes, Series EA-1962, will be made with
interest adjustments as of March 1, 1962.

Coupons dated April 1, 1962 must be attached to the l-l/ 2% Treasury notes
vhen surrendered. Adjustments with the holders who exchaenge their 1-1/2% notes
will be made as follows:

Credits per $1,000 Charges per $1,000 Difference

Accrued Accrued. to be paid
1-1/2% Treasury interest interest to
notes exchanged on 1-1/2% to 3/1/62 subscriber
for note to
3/1/62
3-1/29 certificate 2/15/63  $6.22253 $1.35359 $4 . 8689k
I note, 8/15/66 $6.22253 $1.54696 $4.67557

no-
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most heinous crimes against humanity and .the~eexe illustrates the '*

iy}

kind of international cooperation which benefits the peoples of all

countries,

enforvetisit ¥ Assistant Secretary Reed said. Mr. Reed expressed

his appreciation to the Justice and State Departments for the

assistance rendered by them.
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implicated Rubino and Luciano in their narcotics conspiracy. Rubing
was arrested at Naples on January 25, 1962, Luciano was questioned
the morning of January 26, €@82%and was instructed to return the
following day for more detailed interrogation, but on the afternoon
of that day Luciano died at the Naples airport.

James A. Reed, Assistant Secretary of the Treasury, under
whose supervision the Bureau of Narcotics operates, said he was
impressed with the cooperation and coordination of the isswrwetiensi
police forces involved.

E%YZM$E§izéJ§ '7?%&%&/mwﬂ)7723

Hé)particular

A

Spanish authoritiei;

mertolietl the Italian police for their

work with U.S. Treasury agents against persons suspected of

smuggling narcotics into the United States.

"Illicit trafficking in narcotic drugs is one of the



1 of the American and

e Mﬁﬁf %-ﬁiem,éxé Heen.

Canadian conspirators in the New York narcotics case wete-nemed-ba,

Mr. Giordano said that Italian authorities hese long had

Luciano under surveillanc€k4-- 2%- pre-S—rrety Sty e

~Ttalian police were led to an American, Henry Rubino, who held

joint business interests with Vincent Maurouézriﬁzmﬂr1uubikﬂﬁﬁknﬁr
egEw= 1t was discovered that Rubino was in contact with fugitives
Mauro, Caruso and Maneri. This led to the discovery of the

fugitives in Barcelona and Majorca, where they were arrested on

January 22-23 of this year.

Following the arrests in Spain, the Italian Teeasury Police
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The United States Commissioner at New York City set bonds of $250,000
on Mauro and Caruso at the time of their arrest. The bonds were
l<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>