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. , United States Savings Bonds Issued and Redeemed Through April 30, 1962 

(Dollar amounts in millions - rounded and will not necessarily add to totals) 

MATURED 
Series A-1935 - D-1941 .< 
Series F & G-1941 - 1949 

U1MATUHED 
Series E: y 

1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 

Unclassified ... 

Total Series E 

Series H-1952 - 1962 2/ 

Total Series E and H 

Series F and G:' 
1950 . 
1951 
1952 

Unclassified 

Total Series F and G 

Series J and K-1952 - 1957 

Total Series F, G, J and K .... 

Total matured 
All Series <; Total unmatured .... 

Grand Total ....;... j Gi 

Amount 
Issued 1 / 

5,003 
26,082 

1,811 
'8,003 
12,886 
14,996 
11,734 
5,264 
4,950 
5,097 
5,006 
4,358 
3,774 
3,942 
4,447 
4,499 
4,667 
4,485 
4,203 
4,053 
3,783 
3,754 
3,756 

613 
317 

120,397 

8,225 

128,622 

2,428 
792 
211 

3,,431 

3,678 

7,109 

31,085 

166,817 

Amount 
Redeemed i / 

:$ 4,987 
25,867 

1,500 
6,613 

10,703 
12,363 
9,455 
4,005 
3,574 
3,561 
3,400 
2,858 
2,432 
2>397 
2,612 
2,577 
2,625 
2,517 
2,242 
1,992 
1,764 
1,531 
1,059 

25 
370 

Amount 
Outstanding 2/ 

$ 16 
215 

82,175 

1,609 

83,784 

1,947 
415 
102 
43 

2,507 

1,860 

4,367 

30,854 
88.151 
119,0C5 

311 
1,390 
2,183 
2,633 
2,279 
1,259 
1,376 
1,536 
1,606 
1,499 
1,342 
1,545 
1,834 
1,922 
2,042 
1,969 
1,961 
2,061 
2,020 
2,223 
2,697 
588 

-53 

38,222 

6,616 

44,839 

u 481 
377 
109 
-43 

924 

1,818 

2,742 

231 
47,-581 
47,812 

OFFICE OF FISCAL ASSISTANT SECRETARY 
1/ Includes accrued discount. 
2/ Current redemption value. 
2/ 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 redenrotion. 



United States Savings Bonds Issued and Redeemed Through April 30, 1962 

(Dollar amounts in millions - rounded and will not necessarily add to totals) 

Amount 
Issued 1/ 

Amount 
Redeemed \J 

Amount 
Outstanding 2/ 

% Out stand inj 
of Amt.Issue< 

MATURED 
Series JUL9J5 -D-1941 
Series F & G-1941 - 1949 

UTMATUKED / 
Series E: -* 

— y^+— ..................... 

1942 ' ; 
1943 . 
•L/nrfy ..................... 

•L/*irS . . . . . . . . . . . « « . . . . . . . a 

1946 "... • 
1947 [ 
1948 
1949: 
1950 
1951 
1952*. 
1953! ' 
1954'.............. 
1955 f 

1956 ............... 
1957; 
— •.? O! . . . . . . . . . . . 

1959* 
1960 
1961*;.... 
1962>... 

M M H H H 

.......... 

................. 
v * . 

«..«.......«a>..«. 

........ «..«...«» 

Unclassified J * • • •.............. 
Total Series E 

Series H-I952 - 1962 # 

Total, Series E and H 

Series F and G: '• 
1950 
• — • • • — . . . . . . . . . 

X./s& ........ 

Unclassified •••••• 

Total .Series F and G .......... 

• • • • • 5eries^Ja_4-K-1952 - 1957 

Total Series F, G, J and K .... 

1 Series 
Total matured ., 
Total unmatured 
Grand Total .... 

5,003 
26,082 

1,811 
'8,003 
12,886 
14,996 
11,734 
5,264 
4,950 
5,097 
5,006 
4,358 
3,774 
3,942 
4,447 
4,499 
4,667 
4,485 
4,203 
4,053 
3,783 

' 3,754 
3,756 
613 
317 120,397 

8,225 

128,622 

2,428 
792 
211 

3,431 

3,678 

7,109 

31,085 
1??,7?2 
166,817 

$ 4,987 
25,867 

$ 16 
215 

1,500 
. 6,613 
10,703 
12,363 
9,455 
4,005 
3,574 
3,561 
3,400 
2,858 
2,432 
2,397 
2,612 
2,577 
2,625 
2,517 
2,242 
1,992 
1,764 
1,531 
1,059 

25 
370 82,175 

1,609 

83,784 

-53 

38,222 

6,616 

1,947 
415 
102 
43 

2,507 

1,860 

4,367 

30,854 
88,151 
119,005 

44,839 

_y 481 
377 
109 
-43 

924 

1,818 

2,742 

231 
^7r58l 
47,812 

.32 

.82 

311 
1,390 
2,183 
2,633 
2,279 
1,259 
1,376 
1,536 
1,606 
1,499 
1,342 
1,545 
1,834 
1,922 
2,042 
1,969 
1,961 
2,061 
2,020 
2,223 
2,697 
^S& 

17.17 
17.37 
16.94 
17.56 
19.42 
23.92 
27.80 
30.14 
32.08 
34.40 
35.56 

, 39.19 
41.24 
42.72 
43.75 
43.90 
46.66 
50.85 
53.40 
59.22 
71.81 
95.92 

31.75 

80.44 

34.86 

19.81 
47.60 
51.66 

26.93 

49.43 

38.57 

.74 
___06 
28.66 

OFFICE OF FISCAL ASSISTANT SECRETARY Includes accrued discount. 
Current redemption value. 
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. 



TREASURY DEPARTMENT 

WASHINGTON, D.C. 

FOR IMMEDIATE RELEASE April 26, 1962 

TREASURY TO REFUND $11.7 BILLION OF SECURITIES 
MATURING MAY 15 AND JUNE 15 

The Treasury is offering holders of Treasury securities maturing May 15 and 
June 15, 1962, aggregating $11,683 million, the right to exchange them for any of 
the following securities: 

3-1/4$ Treasury certificates of indebtedness to be dated May 15, 
1962, and to mature May 15, 1963, at par; 

3-5/8$ Treasury notes to be dated May 15, 1962, and to mature 
February 15, 1966, at 99.80, to yield about 3.68 percent to 
maturity; or 

3-7/8$ Treasury bonds to be dated May 15, 1962, and to mature 
November 15, 1971, at 99.50, to yield about 3.94 percent to 
maturity. 

Cash subscriptions for the new securities will not be received. The maturing 
issues eligible for exchange are as follows: 

$5,509 million of 3$ Treasury Certificates of Indebtedness of 
Series A-1962, dated May 15, 1961, maturing May 15, 1962; 

$2,211 million of 4$ Treasury Notes of Series E-1962, dated 
April 14, 1960, maturing May 15, 1962; and 

$3,963 million of 2-1/4$ Treasury Bonds of 1959-62, dated 
June 1, 1945, maturing June 15, 1962. 

The subscription books will be open only on April 30 through May 2 for the 
receipt of subscriptions. Subscriptions for any issue addressed to a Federal Re
serve Bank or Branch, or to the Office of the Treasurer of the United States, and 
placed in the mail before midnight May 2, will be considered as timely. The new 
securities will be delivered May 15, 1962. Interest on the 2-1/4$ bonds which are 
exchanged will be paid through May 15, as indicated below. The new certificates 
of indebtedness will be available only in bearer form. The new notes and bonds 
will be made available in registered as well as bearer form. 

Interest on the 3-1/4$ certificates of indebtedness will be paid on November : 
1962, and May 15, 1963. Interest on the 3-5/8$ notes will be paid on August 15, 
1962, and semiannually thereafter on February 15 and August 15. Interest on the 
3-7/8$ bonds will be paid on November 15, 1962, and semiannually thereafter on May 
and November 15. 

D-473 
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mmmU 3®, M t t 

IlSt&fS 0T TUASO&T'S fll&f BJXt 0f?S31II3 

•foa H L M S S A. «. iiswsPAMsaa, 

tarn T N M » x l*qftt«te*N-t «_-M_MMd lost «lw_Uc thet the U a k n taw two oerteo ®J 
f vesseiy bills, O M eerie* to IMI an oomtio***l l i m «f tbt bill* _•£•*. Fetmorr lf IS 
oad the «tl_ur eerie* to b« feted lay I, 19*2, -fed** m m offered on April 85* mam op 
at the M m l ammmrma Boitles oa April. JO* tammmra mm inrited tar $X9tm9&m9Qm-9 at 
%Mmtmmhmmtm9 at ft«4e? bills ond for i*00,OQ09000» er ih*»*iKWist &t l§f~doy bill*. 
detelle of the t«* mmrim am am t^XXmmt 
mm w mmnim 
ooiinefxfxfi BIDS* 

il-fejr frmmrj bill® 

kmprmx* %q$iw, 

aigh 
Urn 
Aferege 

AojaeoX fete 

«K3©3 

102«4*y freswrarf H U * 
isottsriiag »o**obor !• lg&2 . 

Af^roat. Ecgslii 

fnn— ^s^y*^ 
#.5tf0 2.WI 

m*m *.*%& y 
t.im$ y 

ff mmptim tm tensler® totaling mX99Q09m 
9 mmrmamt mi tha rnmmt at 91-aay mkXXa bid for at tba Xm prim m® ammptaA 

m parmmt of the mmmt of lS2«fer Mil* bid for at the low prio© vee eeeepted 

TOTAI. ?_*QMI 449UB0 FOft AID AmPTEl* ST tlSffiUO. ft£$&tV£ Dt*?HIGTS? 

§_ft--*t 
ioi^S 
is*? fexte 
FhilJid:©lphia 
&e**_eiid 
dielessind 
Ataoate 
Chieego 
St. Utti* 
Msmmpmlla 
mmma City 
Dallas 
Son franoiiio© 

TOTALS 

Applied For 

r^;'ffs;w' *»73t*|if,m 
30,2-1*000 
3M*7*ooo 
lfc*0_*ooo 
xk$mtPm® 
2_6»lJt7»O0O 
29,137*000 
2b*t86fooo 
33*099*000 
17*906*OQO 

i3£,ni**ooo 
12*322**23*000 

fefeptod 

xk*m*®®® 
3O»S37»0O© 
„ffOOSt00© 
l3*a_fciOQ 
ItS^olOtOOO 
23,327,00® 
X?,S56*0OO 
28*2*9*000 
13»026»0QO 

Mtamsg 

1*1_6*671*000 
**«U|,0QO 
2l9m9®m 
7*5*7*ooo 
3*772,00® 

io9»ia7»ooo 
7*026*0®® 

7,290,000 
**094»*ooo 

ii*ra*_l*o*ooo y ttt35M97»ooo 

Mi__>___L___ 
i f;uv;flH 
*J6*23»*00Q 
3*661,000 
19,21*0*000 

3*771*000 
28,21*2*000 
3,51*3,000 
2,1*26,000 
6,3*0*000 
29$bk$m 

$$m9m9m® 

i 
XmmXwtkm il95#303»0QO mmmmmmvatlti-va t#M«r» me®apt®& at tha mmaragm prim of 99.33 
ImmXmmmm mmm993X900O ttoMMopotltlTe tiwAftr® m*m®pt®4. »t tha average prleo ©f ^S*S6I 
0» a ooi^oa i»®me of the sun® length end for the saao a»mat imveetod, the return a 
those blUo m^M vrmrlma /lolfe of 2.S1H, for the fi-daj bill®, ond _.fJH* for tl 
llt-fej bill®. Interest rotes on bills ore tpoted in tomo of baisk dloeo_&t with 
too ratwm related to too fooo ojRiont of the bill® poymblo «t ootorllgr rothor than 
the mo-niit inwrntzd ami tmir loigth in ootmil mmb®r of ciaje relate4 U> a 360-daj 
faar. In mmtmnt, jields on eertifiootes, aot©sf and boads or® ooopmted in tonoi 
of interest o© the omoiat invested, amk relate tim mmabar of days î Koiaifflg JJ_ an 
Interest p&ymmn% period to the aet-aai number of dojro lo the pori#dt ¥ith 
c<mpoundlJig If more than one coapoa period is involved. 



TREASURY DEPARTMENT 

FOR RELEASE A. M. NEWSPAPERS, 
Tuesday, May 1, 1962. 

W A S H I N G T O N , D.C. 

April 30, 1962 

RESULTS OF TREASURY'S TrfEEKLY BILL 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 February 1, 19 
and the other series to be dated May 3, 1962, which were offered on April 2$, were ope: 
at the Federal Reserve Banks on April 30. Tenders were invited for $1,200,000,000, or 
thereabouts, of 91-day bills and for $600,000,000, or thereabouts, of 182-day bills. ' 
details of the two series are as follows: 

RANGE OF ACCEPTED 
COMPETITIVE BIDS: 

91-day Treasury bills 
maturing August 2, 1962 

High 
Low 
Average 

Price 
99.310 a/ 

Approx. Equiv. 
Annual Rate 

182-day Treasury bills 
maturing November 1, 1962 

Approx. Equiv 
Price 
98.570 

Annual Rate 
—2.829$ 27730% : 

99.303 " 2.757$ : 98.560 2.81*8$ 
99.305 2.7U8$ 1/ : 98.562 2.8U5$ _/ 

a/ Excepting two tenders totaling #1,800,000 
19 percent of the amount of 91-day bills bid for at the low price was accepted 
80 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 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City-
Dallas 
San Francisco 

TOTALS 

Applied For 
% 29,773,000 
1,732,1*85,000 

30,221,000 
3U,887,000 
lii,556,000 
11̂ ,927,000 
228,11*7,000 
29,137,000 
2l*,286,000 
33,099,000 
17,986,000 
132,719,000 

Accepted 
$ 23,763,000 

786,915,000 
ll*,9l*0,000 
30,837,000 
12,006,000 
13,612,000 
128,680,000 
23,327,000 
17,856,000 
28,21*9,000 
13,026,000 
107,929,000 

Applied For 
9 3,005,000 
1,110,672,000 

8,661*,000 
27,783,000 
7,51*7,000 
3,772,000 

109,1*17,000 
5,51*3,000 
7,026,000 
7,290,000 
8,09U,000 
58,081,000 

1,322,223,000 $1,201,11*0,000 b/ $1,356,897,000 

Accepted 
$ 2,108,000 
1*96,236,000 
3,661,000 
19,21*8,000 
2,51*7,000 
3,772,000 
28,21*2,000 
3,5U3,000 
2,1*26,000 
6,31*0,000 
2,9UU,000 
28,981,000 

$600,01*8,000 
b/ Includes $195,303,000 noncompetitive tenders accepted at the average price of 99.30] 
c/ Includes $1*6,501,000 noncompetitive tenders accepted at the average price of 98.562 
1/ On a coupon issue of the same length and for the same amount invested, the return o] 

these bills would provide yields of 2.81$, for the 91-day bills, and 2.93$, for th< 
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 period to the actual number of days in the period, with semiannual 
compounding if more than one coupon period is involved. 

D-l*7b 
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become a regular purchaser 1B th© future. That 1* the purpose 

of the Freedom Bond Drive. 

Our staff w$r****jtati¥es hare ia Mew York art ready, 

willing, and able to help you. Me count on your support and we 

know you will all do what you can to unsure the continued 

success of the Barings Bonds Program. 

oOo 
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wages for the systematic purchase of Savings Bonds. Lost year 

*&oh deductions -~ wfcieh average #f® a month — bro«#ifii* 

roughly^f billion, store than 50 par oent of our tetmi sales 
.~-<*7 ^SHT 

of series 1 bonds. If we could add an additional million bond 

buyers to this list we could expect to sell an additional $250 

million In bonds eaoh year. 

Business organisations can help on tfeelr payroll* fey 

gluing every individual a new ©ppertmlty to tmmmt In his own 

and hi* mwmtery'm **#*srity. 

Banlss ©an f ln*t new ways of bringing Storings Bonds t© tha 

attention of their customers. 

lsw»p*f*er» oan find new ways to bring our story to the 

puMi© fchreiigh their editorial, new*, flnanoial, and *4vertl*lng 

columns. Broadcasters and magazine officials can also increase 

their stippwt. 

With such voltinteer help, we can extend te every American 

an invitation to buy an extra f. S. laving* Bend now and to 

ular 
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builds cur strength and vitality. Our meeting today deals 

with on© aspect of the overall program. 
..4, • -i 

Wm laying* BmMm tmmWm adapt a "wwy iapartial, *|*f j|* 

th* effort to increase inv©st*nent in the Nation's productivity 

by promoting savings and habits of thrift which are the •• ^ 0 

essential elements of capital formation. Moreover, funds 

coming; into the Treasury from savings bonds sales reduce the 

amounts which the Governsicnt Euxst borrow from financial 

institution**, thus leaving mere funds available f»r private 

Ijvvstotanant. Widespread habits of thrift and saving also play 

their part in reducing inflationary pressures and to that 

extent increasing the productivity of Investment. 

One of the most important part* mt the Saving* Bond* 

Program is the payroll savings plan. At present sojoe eight 

million Aiaerlcans have regular amounts deducted from their 
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Wo are also hepeful that^W IMastriallsed alll#» will 

in the futwe asi^an'evan gr*atei^a1i*j?* in tha i*fat*«# md 

development of the^fsw world. Some mt tha® mm alraa^ * ^ 

increasing their lefanse pMslai-mii- iirtfs* tlhitMSts^sJ^3^ 

with '4ma*atawt& mmrnt it to our pm&mm&m eosltlon. 

521 is^ple«*^ijig the fN^iiie* I itav* mentlewi* a n^sher of 

arrangements have been undertaken with foreign countries, 

central banks and the International Monetary Fund to stem 

*hort~tens eapital flan* that ***** in response to temporary 

interest differentials and speculative rumors. Such measure* 

to stabilize world currency markets are, #£ eowse* not a 

I 
permanent c|re for our problems, but they provide a breathing 

space to work && IT lasting solution. ' *&« m\m*:U«. 

mm 111 of thaws stops, aig ana small, contribute to our t 

ability to compete in a modem world. This complex of fceasures 
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broad program to develop markets abroad for American products 

and to acquaint American businessmen with suoh opportunities. 

Also, the Export-Import Bank, together with the Foreign Credit 

Insurance Association, recently announced a now program for 

issuing guarantees against coaraerclal credit risks and 

political risks for export transactions in terms of as long 

a* five years, a number of promotional activities are being 

undertaken to encourage foreign tourists to travel in the 

United States. Gf vital importance is the President's proposal 

to Congress to enact the Trade Expansion Act which would broaden 

the power of the President to negotiate a reduction of tariff 

barriers, particularly with the Common Market. The expectation 

that tha United Kingdom will Join the Common Market emphasizes 

the need for enactment of the President's proposal to assure 

American goods continued access to the expanding and integrating 

markets of Europe. 

We are also 
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The United States has incurred a balance of payments 

deficit each calendar year except 1957 since tha and of 19^9. 

In that tin* our gold stocks have declined from over $24 1/2 

billion to a present level of about $16 1/2 billion. Moreover, 

the bulk of this geld drain has occurred sineo 1957. While 

our balance of payments situation has recently shown considerable 

improvement, the fact is that the dofioit continues. Here 

again major efforts are being made to neat the problem. All 

of tha means which X have outlined by which we are attempting 

to increase productivity are also designed to alleviate our 

balance of payments difficulties,, for, Indeed, as I have 

pointed out, increased productivity itself is tha principal 

means by which our basic payments deficit nay ha rectified. 

Additionally, a number of stops have boon taken to increase 

U. .*. exports. For exaaple, the Gowsreo Department has a 

broad program to 
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* n * 

holding short-term rates up, thereby dise^uraging m autflaw 

of short-term ea^ltal funds seeking hlghar mta'S ahread t«» 

tha detriment of our feaianee of paystemts. 

In auwaary, ineroassd investment will help speed eoottesilo 

growth by Increasing our produetivo capacity, and should help 

to reduee uno_#lQf®ent by providing matm Jetes as taohnologieal 

advance produces new awrMts and now dostaaad. Iloraever, such 

investiiient will fremote price stability as fradmotion easts 

are lowered and productivity la toaraasai. 

Xnereassd productivity is also essential In eoplng with 

our balanee of paynents problem. &p making American products 

store eeiapetitlve, we ean expand our export trad* surplus tod 

reduce and eventually eliminate the deficit in our 

international payments. 

fha United States 
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mi pmgmntm problem to effor artificial ineentivas for feraign 

iavostasnts by Jusorieana oxoept in tha lass <^1***4 areas *t 

tha warld* Ixoaotien %m mdm $M mmh oases beeaitsa of the 

overriding isiportanee to mm mtXmml. saourity that stops M 

taken to enable tha populations of les*~deveIoped areas to 

half thesisaivea to asat thair legitimate aspirations for * 

dooent standard of living. It has hmmmm obvious^ that tha 

world has grown too small for the relatively smaller 

populations of a few temtrlss to enjoy unprecedented wealth 

while the majority of the world's people live amidst the 

squalor and disease that poverty engenders. 

Our monetary policy also, to tha extent practicable, 1* 

designed to keep long-range Interest at reasonable levels, to 

maintain the availability of capital for domestic investment. 

At tha same time, we have achieved some measure of success in 

holding short-ten 
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Other efforts to stimulate investment inolud* 

encouragement to foreigners to retain their dollar holding* 

in the United State* in forma which will add to domestic m 

investment nativity. In addition, foreign government* .»•«• 

being encouraged to remove existing restriction* on oapltal 

investment* beyond their own borders. 

• - Our tax proposal* now before tha Congress include 

measures to remove tha existing tax incentive* to Invest 

abroad. These measures will help our balance of payments t-

position, and at tha same time will have a tendency to,inerea** 

domestic investment. . -^ #**«#-** 

While the Administration ha* no da*ire ta re*triet tha 

ability of American* to make foreign inve*tm*nt, we believe 

that there Is no reason — in view of tha excellent European 

economic recovery since tha war and la light of oar balance 

of payments aroalai 
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Other aspects of our national economic policy are also 

designed to contribute to a higher level of productivity, * 

<•--:<• President Kennedy early this year presented to Congress 

a program for a balanced budget for fiscal 1963. & balanced 

budget should stimulate a flow of private investment into 

productive channels because it makes it unnecessary for the 

Government to tap the flow of private savings and credit 

available for such investment. The achievement of a balanced 

budget tor f iseain963 will obviously depend upon %h* validity 

of estimates as to the pace of business recovery and the 

related increases la profits and earnings and tha consequent 

Government revenues. While the various business indicators 

have of lata been somewhat mixed, the mo*t recent figures are 

daoldadly more encouraging. 

mm* off met* 
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which have been used with success elsewhere in the industrial!*** 

world. In addition, tha crodit will provlda far greater stimulus 

to investment par dollar of tax revenue lost than alternative 

proposals, .tie tax loss involved in the credit is, for example, 

estimated at $1.4 billion in tha first year. But a change in 

depreciation rules which would add an equal amount to tha 

prof itabllity of investment — tha true measure of tha amount 

of stimulation involved — would cost $5.3 billion. That is 

why the Administration recommends that tha investment credit 

become a permanent part of our law. 

At tha same time the Treasury has been undertaking — on 

the highest priority basis — the administrative updating of 

depreciation schedules. The existing depreciation schedules 

for tax purposes are badly out of date and fail to take account 

of tha accellerating rapidity of technological advance. 

Improvements in each of those respect* will assure our objectives 

of moating the competition of foreign producers and stimulating 

domestic growth. 

Other aspect* 
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the need for an incentive to modernise was heavily 

underscored in discussions concerning the prapaaad price 

increase in the stool industry. Steal spokesmen emphasised — 
-41 * 

as have other raanufacturer^ — tha need for aid to accumulate 

additional ^capital to accomplish urgontly noodod modernisation 

to enable the steel industry to meet foreign competition. 

We expect to complete the revision of depreciation 

guidolinas W lata this spring or early summer. If tha 

investment credit becomes law, those two measure* will provide 

a significant increase in the volume of funds available to the 

steal industry and to all other industries for productive 
'if' ,« - — 

investment. While some spokesmen for Industry have opposed 

tha investment credit because they would prefer tax relief in 

tha form of more accelerated depreciation, it Is worth noting 

that the credit closely parallels investment Incentive plans 

which have beer 



paymonts position, by giving < w manataatui^rs tha potantial 

t#- outsail f areign producers at hem and alw«-mW Inoraasad 

growth .and expanded experts will provide more Jobs* and--.**<* 

•greater productivity will help to prevent Inflation, (#ffeeatar 

investment then, is essential to furthering all four of.ouri 

basic national economic goals. 

The meat important Administration program for raising 

tha level of productive ljBtimMMmWb--lui-.a twofold one. it 

consists of our proposal to pr**i**..a tax aradlt-far naw #^« 

i^-mm ™ mm*amaw&am&mim*P #_*a# Ww^mm&ra&wMwfcew^j^p-'jp **aaw*a,; ^im^8t*asa^BFai|*iaafrTp^ , apaa^p^iPwa «w»sip eMS*•',^* *»,s^^a *pa> ^a 

the Congress — together with a revision of existing v7iw« 

^mt^f^m^iaw *&^&wm*m^&*m-^!* wa * ^gp^w_w*^w^a^*ef'iwww^^B^ * -. ,. S^PI^PRH^^B^^W * ^mr ^tr^ar^p^^'jk mnmmfflm^&mm' ^F ^"SBw^ ^*ws^*!* jp . waaa 

stimulate modernization of oar productive equipment, and help 

to pat. our producars on a comparable footing with their T-^ivi, 

feroigm esmpotitoi** in this respect. aKW in^antlva ola&s . 

The need for 
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ratio ©f productive investment to total output has bean growing 

while ours ha* bean declining. For example, our investment in 

machinery and equipment deelinad from 6.6 par cant of nil? in 

1950 to only H3 par cant in I960. In contrast, the Common 

Market countries increased their Investment from 83 par ©ant 

to 10.2 par cent in tha same period. This investment 

performance In good part is an important reason why our am? — 

if we males allowance for price changes — grew only 29 per cant 

during tha decade as against mM par cant for France, 87 per 

cent for Vast Germany, 65 par cant for Italy, and §7 par cent 

for tha Netherlands. 

¥he Administration is making a major effort In a variety 

of ways to moat this problem. A higher leva! of investment in 

machinery and equipment will raise productive efficiency. 

Increased productivity will act directly to accelerate domestic 

economic growth, and indirectly will help our balance of 

payments position 
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Our national economic policy la designed to achieve four £ 

basic goals. The** are to reduce unemployment, to inoraaaa 

our rate of economic growth, to maintain price stability, and 

to eliminate tha deficit in our international balance of 

payments — with its accompanying lea* of gold. ^ &*$ w 

« * To achieve each of these goals, it is, a* you are well 

aware, essential to encourag* tha formation and investment of 

private capital In industrial plant and equipment at a smta»aafc 

that is adequate to assure that the nation's productive Mr 

facilities will meet on favorable terms tha increasing •-* ##at 

competition from abroad both km domestic markets and In world 

market*. It la disturbing that our level of domestic mm.mj 

investment — a* a percentage of total output — la presently* 

at a substantially loner sate than that of ether major 

Industrial nations of tha free world. Furthermore, their «tio 
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have bought approximately $128 billion of £ and H savings 

bonds. Today they hold a record total of nearly $43 billion. 

This amounts to 15 par cant of tha entire publio debt and m$ 

over 20 par cent of tha publicly held portion of that debt. 

Thus, it has proved a most affootivo way of ancouraging 

individual citizens to share in tha financial affairs of their 

government. 

I think it is significant that tha success of tha program 

is due in large measure to volunteer undertakings and the 

patriotic support of hundreds of thousand* of people under the 

leadership of people like yourselves. Because the Freedom fl^ 

Bond ©rive will inevitably play its role in our economic 

endeavors, X shall attempt in the next faw minutes to outline 

briefly some of tha major objectives of United States economic 

policy and tha Treasury Department*s view of hew this program 

complements ether activities in meeting these objective*. 

Our national 
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MAY 2, 1962, 12:15 P.M., DST. 

Secretary Dillon has asked me to express his gratitude to you 
for assembling here today in support of the Nation's Freedom Bond 
Drive. It is vital to the success of this program that leaders 
of Industry, finance and public media understand the role of the 
Savings Bonds Program in our national economy and exercise their 
leadership in its support. Since you are among the foremost of 
the leaders in these fields, your presence here today not only 
demonstrates your concern for the problems we face but also gives 
strong promise of our continuing success in meeting them. 
The Savings Bonds Program has become an essential tool in the 
fulfillment of the economic policy of the United States. In the 
21 years of Its existence, some 100 million Americans have bought 
approximately $128 billion of E and H savings bonds. Today they 
hold a record total of nearly $45 billion. This amounts to 
15 per cent of the entire public debt and over 20 per cent of the 
publicly held portion of that debt. Thus, it has proved a most 
effective way of encouraging individual citizens to share in the 
financial affairs of their government. 
I think it is significant that the success of the program 
is due in large measure to volunteer undertakings and the patriotic 
support of hundreds of thousands of people under the leadership 
of people like yourselves. Because the Freedom Bond Drive will 
inevitably play Its role in our economic endeavors, I shall 
attempt in the next few minutes to outline briefly some of the 
major objectives of United States economic policy and the Treasury 
Department's view of how this program complements other 
activities in meeting these objectives. 
Our national economic policy is designed to achieve four 
basic goals. These are to reduce unemployment, to increase our 
rate of economic growth, to maintain price stability, and to 
eliminate the deficit In our international balance of payments 
with its accompanying loss of gold. 
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To achieve each of these goals, it is, as you are well 
aware, essential to encourage the formation and investment of 
private capital in industrial plant and equipment at a rate that 
is adequate to assure that the nation's productive facilities 
will meet on favorable terms the increasing competition from 
abroad both In domestic markets and in world markets. It is 
disturbing that our level of domestic investment — as a percentage 
of total output — is presently at a substantially lower rate than 
that of other major Industrial nations of the free world. Further
more, their ratio of productive investment to total output has 
been growing while ours has been declining. For example, our 
investment in machinery and equipment declined from 6.6 per cent 
of GNP in 1950 to only 5.5 per cent in i960. In contrast, the 
Common Market countries increased their investment from 8.5 
per cent to 10.2 per cent In the same period. This investment 
performance in good part is an important reason why our GNP — 
if we make allowance for price changes — grew only 29 per cent 
during the decade as against kk per cent for France, 87 per cent 
for West Germany, 65 per cent for Italy, and 57 per cent for the 
Netherlands. 
The Administration is making a major effort in a variety of 
ways to meet this problem. A higher level of investment In 
machinery and equipment will raise productive efficiency. 
Increased productivity will act directly to accelerate domestic 
economic growth, and indirectly will help our balance of payments 
position, by giving our manufacturers the potential to outsell 
foreign producers at home and abroad. Increased growth and expanded 
exports will provide more jobs, and greater productivity will 
help to prevent inflation. Greater investment then, is essential 
to furthering all four of our basic national economic goals. 
The most important Administration program for raising the 
level of productive investment is a twofold one. It consists 
of our proposal to provide a tax credit for new investment In 
machinery and equipment — which is now before the Congress — 
together with a revision of existing depreciation guidelines. 
These steps, taken together, will stimulate modernization of our 
productive equipment, and help to put our producers on a comparable 
footing with their foreign competitors In this respect. 
The need for an incentive to modernize was heavily underscored 
in discussions concerning the proposed price increase in the steel 
industry. Steel spokesmen emphasized — as have other 
manufacturers -- the need for aid to accumulate additional capital 
to accomplish urgently needed modernization to enable the steel 
Industry to meet foreign competition. 
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H,, i ?e f^^ to complete the revision of depreciation guidelines 
h L ^ ! n s ?PrlnS ° r early summer. If the investment credit 
becomes law, these two measures will provide a significant increase 
in the volume of funds available to the steel industry and to all 
other industries for productive investment. While sole spokesmen 
™ L i n d ? S t r y ?avf ? p p o s e d the ^vestment credit because they would 
?? it w^?w r e l^ f ^P^I0™ of more accelerated depreciation" 
i* i " t ^ ̂

n 0 t i n L t ^ the credifc °l°sely parallels investment 
i n ^ ™ ? ™ £ S W h ^ h h? v e been used wlth success.elsewhere in the 
industrialized world. In addition, the credit will provide far 
than ^ t e ™ ^ 1 " 3 t0 i n v e? t« e n t P « dollar of tax revenSI lost 
than alternative proposals. The tax loss involved in the credit 
is, for example, estimated at $1.4 billion in the first year But 
the prof%tabi?

P?v°o^°n ™ l e s »"*<* wuld add an equll C u n t to 
f^n^fp^^f^ur^w!8 th3t th6 ^estment-cred^fbe^o^ 
i-ha ^lutht Sa?e **"» the Treasury has been undertaking — on 

2U__"2S_Jr^-^_SrSS_TiJ!__S «„ 
%J5^&X&?£J£r. ™a '•" - — .SEWS-
Other aspects of our national economic policy are also 
designed to contribute to a higher level of productivity; 

President Kennedy early this year presented to Coneress 
a program for a balanced budget for fiscal 1963 A balanced 
budget should stimulate a flow of private investment into 
productive channels because it makes it unnecessary for the Government 
investment ' X^S?1™*6 ?aV.lnsS and oredit available for such™"* 
investment. The achievement of a balanced budget for fiscal lgfU 
will obviously depend upon the validity of estimates as to the 
pace of business recovery and the related increases in nrofit^ a„n 
earnings and the consequent Government revenue! WhUe the 
various business indicators have of late been somewhat mivL «.,, 
most recent figures are decidedly mor* encouraging 
••« * 0t?er efforts t0 stimulate investment include encourae«>»>nj-
to foreigners to retain their dollar holdings in the Sni?S 
fn'adliWon01?' W?iCh Wil1 add to ^-estlclnvestment activity 
in addition, foreign governments are being encoura^d ?X tltlZL 
E S E & "rtrtflM"» « "Pital investme^rbe^nf the'ir'or6 

to remove^he'e^swng tax ^ncentivet ^"V™*-* measures 
measures will help our balance of ™ L ^ n V e SL a b r o a d- These 
same time will have a ' t ^ y £ S S S S ^ . & ' * £ . £ . £ 
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While the Administration has no desire to restrict the 
ability of Americans to make foreign investment, we believe that 
there is no reason — in view of the excellent European economic 
recovery since the war and in light of our balance of payments 
problem to offer artificial incentives for foreign investments 
by Americans except in the less developed areas of the world. 
Exception is made in such cases because of the overriding 
importance to our national security that steps be taken to enable 
the populations of less-developed areas to help themselves to meet 
their legitimate aspirations for a decent standard of living. It 
has become obvious that the world has grown too small for the relative-
ly smaller populations of a few Industrialized countries to enjoy 
unprecedented wealth while the majority of the world's people live 
amidst the squalor and disease that poverty engenders. 
Our monetary policy also, to the extent practicable, is 
designed to keep long-range interest at reasonable levels, to 
maintain the availability of capital for domestic investment. At 
the same time, we have achieved some measure of success in 
holding short-term rates up, thereby discouraging an outflow of 
short-term capital funds seeking higher rates abroad to the 
detriment of our balance of payments. 
In summary, increased investment will help speed economic 
growth by increasing our productive capacity, and should help 
to reduce unemployment by providing more jobs as technological 
advance produces new markets and new demand. Moreover, such 
investment will promote price stability as production costs are 
lowered and productivity is Increased. 
Increased productivity is also essential in coping with our 
balance of payments problem. By making American products more 
competitive, we can expand our export trade surplus and reduce 
and eventually eliminate the deficit in our international payments. 
The United States has incurred a balance of payments deficit 
each calendar year except 1957 since the end of 19^9. In that 
time our gold stocks have declined from over $24-1/2 billion 
to a present level of about $16-1/2 billion. Moreover, the 
bulk of this gold drain has occurred since.,1951. While our balance of 
payments situation has recently shown considerable improvement the fact 
Is that the deficit continues. Here again major efforts are 
being made to meet the problem. All of the means which I have 
outlined by which we are attempting to Increase productivity are 
also designed to alleviate our balance of payments difficulties, 
for, Indeed, as I have pointed out, increased productivity itself 
is the principal means by which our basic payments deficit may be 
rectified. Additionally, a number of steps have been taken to 
increase U.S. exports. For example, the Commerce Department has a broad program to develop markets abroad for American products and to acquaint American businessmen with such opportunities. 
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Also, the Export-Import Bank, together with the Foreign Credit 
Insurance Association, recently announced a new program for issuing 
guarantees against commercial credit risks and political risks for 
export transactions in terms of as long as five years. A number 
o€ promotional activities are being undertaken to encourage foreign 
tourists to travel in the United States. Of vital importance is 
the President's proposal to Congress to enact the Trade Expansion 
Act which would broaden the power of the President to negotiate a 
reduction of tariff barriers, particularly with the Common Market. 
The expectation that the United Kingdom will join the Common 
Market emphasizes the need for enactment of the President's proposal 
to assure American goods continued access to the expanding and 
integrating markets of Europe. 
We are also hopeful that our industrialized allies will in 
the future assume an even greater share in the defense and 
development of the free world. Some of them are already 
increasing their defense procurement in the United States, with 
consequent benefit to our payments position. 
Supplementing the policies I have mentioned, a number of 
arrangements have been undertaken with foreign countries, 
central banks and the International Monetary Fund to stem short-
term capital flows that occur in response to temporary interest 
differentials and speculative rumors. Such measures to stabilize 
world currency markets are, of course, not a permanent cure for 
our problems, but they provide a breathing space to work out a 
lasting solution. 
All of these steps, big and small, contribute to our ability 
to compete in a modern world. This complex of measures builds our 
strength and vitality. Our meeting today deals with one aspect 
of the overall program. 
The Savings Bonds Program plays a very important role in the 
effort to increase investment in the Nation's productivity by 
promoting savings and habits of thrift which are the essential 
elements of capital formation. Moreover, funds coming into the 
Treasury from savings bonds sales reduce the amounts which the 
Government must borrow from financial institutions, thus leaving 
more funds available for private investment. Widespread habits 
of thrift and saving also play their part in reducing inflationary 
pressures and to that extent increasing the productivity of 
investment. 
One of the most important parts of the Savings Bonds Program 
is the payroll savings plan. At present some eight million 
Americans have regular amounts deducted from their salaries or 
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wages for the systematic purchase of savings bonds. Last year 
such deductions — which average $20 a month -- brought in roughly 
$2 billion, more than 50 per cent of our total sales of series 
E'bonds. If we could add an additional million bond buyers to this 
list we could expect to sell, an additional $250 million in bonds 
each year. 
Business organizations can help by giving every individual 
on their payrolls a new opportunity to invest In his own and his 
country's security. 

Banks can find new ways of bringing Savings Bonds to the 
attention of their customers. 

Newspapers can find new ways to bring our story to the public 
through their editorial, news, financial, and advertising columns. 
Broadcasters and magazine officials can also increase their 
support. 

With such volunteer help, we can extend to every American an 
invitation to buy an extra U. S. Savings Bond now and to become 
a regular purchaser in the future. That is the purpose of the 
Freedom Bond Drive. 

Our staff representatives here in New York are ready, 
willing, and able to help you. We count on your support and we 
know you will all do what you can to ensure the continued success 
of the Savings Bonds Program. 

oOo 



TREASURY DEPARTMENT 

WASHINGTON, D.C. 

FOR IMMEDIATE RELEASE 

WITHHOLDING OF APPRAISEMENT ON 
PORTLAND CEMENT O Q 

The Treasury Department is instructing customs field officers 

to withhold appraisement on portland cement, other than white, 

non-staining portland cement, from Norway, 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 in

jury must be shown to justify a finding of dumping under the law. 

The dollar value of imports received during 1961 was 

approximately $1,k62,000. 



TREASURY DEPARTMENT 

WASHINGTON. D.C 

FOR IMMEDIATE RELEASE 
lay 2,-1962 

WITHHOLDING OF APPRAISEMENT ON 
PORTLAND CEMENT 

The Treasury Department is instructing customs field officers 

to withhold appraisement on portland cement, other than white, 

non-staining portland cement, from Norway, 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 in

jury must be shown to justify a finding of dumping under the law. 

The dollar value of imports received during 1961 was 

approximately $1,462,000. 
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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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 (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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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. 

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 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 o r 

less for the additional bills dated February 8, 1962 , ( 91 days remain-

ing until maturity date on August 9, 1962 ) and noncompetitive tenders for 

$100,000 or less for the i«2 *$&& bills without stated price from any one 

xm mimr 
bidder will be accepted in full at the average price (in three decimals) of ac
cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be made or completed at the Federal Reserve 

Banks on May 10, 1962 , in cash or other immediately available funds or 

in a like face amount of Treasury bills maturing May 10 19fip • Cash 



TREASURY DEPARTMENT 
Washington 

FOR IMMEDIATE RELEASE^ May 2, 1962 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department, by this public notice, invites tenders for two seriea 

of Treasury bills to the aggregate amount of $1,800,000,000 , or thereabouts, for 

cash and in exchange for Treasury bills maturing May 10, 1962 , in the amount 

of $1,700,422,000 , as follows: 

xpk) 
91 -day bills (to maturity date) to be issued May 10, 1962 , 

4&) $1$ 
in the amount of $1,200,000,000 > or thereabouts, represent-

— * J * 
ing an additional amount of bills dated February 8, 1962 , 

and to mature August 9, 1962 , originally issued in the 

amount of $600,080,000 , the additional and original bills 

to be freely interchangeable. 

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

May 10, 1962 , and to mature November 8, 1962 

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

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., E a s t e r n / ™ , * tUne, Monday, May 7. 1962 

pB_J 
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 
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FOR IMMEDIATE RELEASE 

WASHINGTON. D.C. 

May 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 
$1,800,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing May 10, 1962, in the amount of 
$1,700,422,000, as follows: 
91-day bills (to maturity date) to be issued May 10, 1962, 
in the amount of $1,200,000,000, or thereabouts, representing an 
additional amount of bills dated February 8,1962, and to 
mature August 9, 1962, originally issued in the amount of 
$600,080,000, the additional and original bills to be freely 
interchangeable. 
182-day bills, for $600,000,000, or thereabouts, to be dated 
May 10, 1962, and to mature November 8, 1962. 
The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without Interest. They 
will be issued in bearer form Only, and in denominations of $1,000, 
$5,000, $10,000, $150,000, $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 Daylight Saving 
time, Monday, May 7, 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 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-475 
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
February 8, 1962, (91-days remaining until maturity date on 
August 9, 1962) and noncompetitive tenders for $100,000 
or less for the 182-day bills without stated price from any one 
bidder will be accepted in full at the average price (in three 
decimals) of accepted competitive bids for the respective issues. 
Settlement for accepted tenders in accordance with the bids must be 
made or completed at the Federal Reserve Bank on May 10, 1962, 
in cash or other immediately available funds or In a like face 
amount of Treasury bills maturing May 10, 1962. Cash and 
exchange tenders will receive equal treatment. Cash adjustments 
will be made for differences between the par value of maturing 
bills accepted in exchange and the issue price of the new bills. 
The income derived from Treasury bills, whether interest or 
gain from the sale or other disposition of the bills, does not have 
any exemption, as such, and loss from the sale or other disposition 
of Treasury bills does not have any special treatment, as such, 
under the Internal Revenue Code of 195*1. The bills are subject to 
estate, inheritance, gift or other excise taxes, whether Federal or 
State, but are exempt from all taxation now or hereafter imposed on 
the principal or interest thereof by any State, or any of the 
possessions of the United States, or by any local taxing authority. 
For purposes of taxation the amount of discount at which Treasury 
bills are originally sold by the United States is considered to be 
interest. Under Sections k$k (b) and 1221 (5) of the Internal 
Revenue Code of 195^ the amount of discount at which bills issued 
hereunder are sold is not considered to accrue until such bills are 
sold, redeemed or otherwise disposed of, and such bills are excluded 
from consideration as capital assets. Accordingly, the owner of 
Treasury bills (other than life insurance companies) issued 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. 4l8 (current revision) and this 
notice prescribe the terms of the Treasury bills and govern the conditions of their issue. Copies of the circular may be obtained froi any Federal Reserve Bank or Branch. 

0O0 
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FOR B_*©3A«ffi EKLmBE May 4, 1362 

BliriMlAHX RESULTS Of mE&SORT'S CulffilST E3CCHAIIS-B OIfm_$S ~of 
"eject any otf 

Treasury officials indicated today their saiisf^tioa with the prel__iiimry result 
of the e^hmt^ of^ring completed on Wednes^y, May 2. Initial figures show that *taj 

e on 
$10,8SO Gillian, or 92.9$* of Trmmmry securities mturiag Hay IS and ,3une IS, IBm, 

aggregating $11,683 WmmWBm have been a_3et__a®ed for the three nam issues included in 

the current exchs®^ offering, mm fmr about $833 _4114oa, or 7.1$, of the three 

aa-turing issues have not. been exchanged and may be reassessed for 

Of the __*tein*g- securities held outa4&e the Federal Reserve Banks and mvmrmtmt 

accounts, 8.8^ bam not been ex©ham@acl. She ua^_chaneed part of ma May IS mturlties 

amounts to 5.0$ ©f the- p&lic holdiags. Sfae unsaKlHKaged part ©f the June 15 securities 

a_o_tttsto 15.1$ of those publicly held. it ion 

A breakdouii of the subeeriptions is as fellows: (in liOHeiaej} 
:val or 

for 3d 
May X$, 1963 W N IS, 13S8 Sbv. IS, 1071 . Total 

imturing Issues 3-X/*jCtta. 3»5/agt Bates 3-7/8*1 Bonds tehamgad Outstanding -. 
W I S 3J etf*. $3,820 p,,13S $ 472 $ 5,428 $ 5,509 

il 

Hay 15 Quotes 80S S20 280 1,390 2,211 
ills are 

June 15 B$g bonds 1,824 1,155 447 5,426 >:clud3t9S5 
" " • ' • • ' 

^fcal $S,540 $3,111 $1,199 $20,SSO $11,683 

=ss=_=s_ ss_ssasss____^ ?,:•: "i"::::_a__ s_s__rr==r _= 
i r1 on Subscribers ly **.?. iar upon 

~—™" ' ible year for which the 
Wmmaml Reserve Bunks 
and 0©vt. accounts $2,106 $ 14 $ 64 $ 2,244 

t__*i___ **•_ * w? F,££ I this 
All others . ̂ 374 . g ggg ^ ^ 8,605 he 

ined from 
**** *»5*0 $3,111 $1,199 710,850 

•aa^-guu •*«_ 14 ssrsasssssrsfflass ;,a_ ̂ ia_i__aw:__tf *rr^?iaiaBK,!m 

final tk&mtma regarding the aWatmmat& will be announced after final reports are re; 
ceived fro© the Federal Wmmmrm Banks. 



TREASURY DEPARTMENT 

WASHINGTON, D.C. 
FOR IMMEDIATE RELEASE j May 4, 1962 

PRELIMINARY RESULTS OF TREASURY'S CURRENT EXCHANGE OFFERING 

Treasury officials indicated today their satisfaction with the preliminary results 

of the exchange offering completed on Wednesday, May 2. Initial figures show that about 

$10,850 million, or 92.9$, of Treasury securities maturing May 15 and June 15, 1962, 

aggregating $11,683 million, have been exchanged for the three new issues included in 

the current exchange offering. Thus far about $833 million, or 7.1$, of the three 

maturing issues have not been exchanged and may be redeemed for cash. 

Of the maturing securities held outside the Federal Reserve Banks and Government 

accounts, 8.8$ have not been exchanged. The unexchanged part of the May 15 maturities 

amounts to 5.0$ of the public holdings. The unexchanged part of the June 15 maturities 

amounts to 15.1$ of those publicly held. 

A breakdown of the subscriptions is as follows: (in millions) 

Exchanged for 
May 15, 1963 Feb. 15, 1966 Nov. 15, 1971 Total Total 

Maturing Issues 5-1/4$ Ctfs. 5-5/8$ Notes 5-7/8$ Bonds Exchanged Outstanding 

May 15 3$ ctfs. $3,820 

May 15 4$ notes 896 

June 15 2-£$ bonds 1,824 

Total $6,540 

$1,136 

820 

1,155 

$ 472 

280 

447 

$ 5,428 

1,996 

3,426 

$ 5,509 

2,211 

3,963 

$3,111 $1,199 $10,850 $11,683 

Subscribers 

Federal Reserve Banks 
and Govt, accounts $2,166 

All others 4,574 

Total $6,540 

$ 14 

3,097 

$3,111 

$ 64 

1,155 

$1,199 

$ 2,244 

8,606 

$10,850 

Final figures regarding the exchange will be announced after final reports are re

ceived from the Federal Reserve Banks. 
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TREASURY DEPARTMENT 37 

FOR RELEASE A. M. NEWSPAPERS, 
Tuesday, May 8, 1962. 

W A S H I N G T O N , D.C. 

May 7, 1962 

RESULTS OF TREASURY'S WEEKLY BILL 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 February 8, 1962, 
and the other series to be dated May 10, 1962, which were offered on May 2, were opened 
at the Federal Reserve Banks on May 7. Tenders were invited for $1,200,000,000, 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? 
RANGE OF ACCEPTED 
COMPETITIVE BIDS: 

High 
Low 
Average 

91-day Treasury bills 
maturing August 9* 1962 

Approx. Equiv. 
Annual Rate Price 

99.318 
99.312 
99.313 

2.< 
2.722$ 
2.720$ 1/ 

182-day Treasury bills 
maturing November 8j_1962 

Price 
98.585 
98.572 
98.576 

Approx. Equiv, 
Annual Rate 

27199% 
2.825$ 
2.816$ 1/ 

89 percent of the amount of 91-day bills bid for at the low price was accepted 
2 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 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

TOTALS 

Applied For 
$ 23,956,000 
1,953,157,000 

28,917,000 
25,7141,000 
111, 785,000 
21̂ ,767,000 
270,1*09,000 
27,388,000 
25,115,000 
25,915,000 
19,152,000 
81*, 936,000 

Accepted 
13,681,000 
887,666,000 
11,89U,000 
16,866,000 
8,835,000 
19,179,000 
131,26U,000 
19,778,000 
ll*,51*0,000 
21,535,000 
13,902,000 
kk,959,000 

Applied For 
m 7,990,000 
1,101,807,000 

9,587,000 
25,331,000 
7,1*67,000 
l*,36i*,000 

116,769,000 
6,528,000 
7,630,000 
8,515,000 
8,720,000 
1*7,167,000 

$2,52l*,238,000 $l,20l*,099,000 a/ #1,351,875,000 

Accepted 
$ 1,1*90,000 
503,203,000 
2,393,000 
20,131,000 
2,1*67,000 
1,059,000 
28,209,000 
l*,528,OOQ 
3,730,000 
8,293,000 
3,220,000 
19,900,000 

$601,623,000 y 

a/ Includes $201,968,000 noncompetitive tenders accepted at the average price of 99.313 
0/ Includes $1*9,962,000 noncompetitive tenders accepted at the average price of 98.576 
L/ On a coupon issue of the same length and for the same amount invested, the return on 

these bills would provide yields of 2.78$, for the 91-day bills, and 2.90$, 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 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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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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 (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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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 aubmit 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. 

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 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 $ 260,000 or 

less for the additional bills dated February 15, 1962 , ( 91 days remain-
3X7_$ 328$ 

ing until maturity date on August 16, 1962 ) and noncompetitive tenders for 
w u ill., fI — » a — — — « — — » ' 

p3_f 
$ 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 ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be made or completed at the Federal Reserve 

Banks on May 17, 1962 in cash or other immediately available funds or 

p_5 
in a like face amount of Treasury bills maturing May 17, 1962 . Cash 
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TREASURY DEPARTMENT 
Washington 

FOR IMMEDIATE RELEASE, May 9, 1962 

mn_-___^fflp___--_-irf 
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 May 17, 1982 , in the amount 

of $ 1,800.406,000 , as follows: 

91 -day bills (to maturity date) to be issued May 17, 1962 , 

in the amount of $ 1,200,000,000 , or thereabouts, represent-

ing an additional amount of bills dated February 15, 1962 , 

and to mature August 16, 1962 , originally issued in the 

amount of $ 600,425,000 , the additional and original bills 

itxA 
to be freely interchangeable. 

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

p_? pi? 
Jfey 17, 1962 , and to mature November 15, 1962 

THJE — ~~ 5p_5 
The bills of both series will be issued on a discount basis under competitive 

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., Eastern/__3__C_St time, Monday, May 14, 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 



May 9, 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 
$ 1,800,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing May if, 1962, in the amount of 
$1,800,406,000, as follows: 
91 -day bills (to maturitv date) to be issued May 17, 1962, 
In the amount of $1,200,000,000, or thereabouts, representing an 
additional amount of bills dated February 15,1962, and to 
mature August 16, 1962, originally issued in the amount of 
$600,423,000, the additional and original bills to be freely 
interchangeable. 
182-day bills, for $ 600,000,000, or thereabouts, to be dated 
May 17, 1962, and to mature November 15, 1962. 
The bills of tooth series will be issued <m & discount basis under 
competitive and -noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They 
will be is-jsiued 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 Daylight Saving 
time, Monday, May 14, 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 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-478 
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
February 15,1962, (91-days remaining until maturity date on 
August 16, 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 May 17, 1962, 
in cash or other immediately available funds or in a like face 
amount of Treasury bills maturing May 17, 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 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. 4l8 (current revision) and this 
notice prescribe the terms of -the Treasury bills and govern the conditions of their issue. Copies of the circular may be obtained fn any Federal Reserve Bank or Branch. 

0O0 
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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, COHBER 
WASTE, LAP WASTE, SLIVER WASTE, AND ROVING 7/ASTE, WHETHER OR NOT MANUFACTDRED OR 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 tha following countries: United Kingdom, France, Netherlands, 
Switzerland, Belgium, Germany, and Italy; 

V Country of Origin 
Established 
TOTAL QUOTA 

United Kingdom 4,323,457 
Canada . . 239,690 
France . . . . . . . . . 227,420 
British India 69,627 
Netherlands . 68,240 
Switzerland . . . . . . . 44,338 
Belgium . . . * 38,559 
Japan • • • • • • • • . . 341,535 
China • . . . . . . . . . 17,322 
Egypt . . 8,135 
Cuba 6,544 
Germany * 76,329 
Italy . . . . . . . . . . 21.263 

5,482,509 

Total Imports 
Sept. 20, 1961, to 
/.MftY 7. \%Z 

Established : Imports 
33-1/3% of : Sept. 20,.1961, 
Total Quota to M* _____ 

1,764,880 
239,690 
106,154 
69,627 
22,747 
42,019 
22,062 
341,500 

76,329 

1,441,152 

75,807 

22,747 
14,796 
12,853 

25,443 
7.088 

2,685,008 1,599,886 

1,441,152 

75,807 

22,747 
L2,505 

25,443 

1,577,654 

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. 



TREASURY DEPARTMENT 
Washington, D. C. 

MEDIATE RELEASE 
WEDNESDAY, MAY 9, 1962 D-479 

Preliminary data on imports for consumption of cotton and cotton waste chargeable to the quotas 
established by the President's Proclamation c-f 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" 
Imports September 20, I9ftlj M«V 7, 1Q6? 

Country of Origin 

Egypt and the Anglo-
Egyptian Sudan .... 

Peru 
British India 
China 
Mexico 
Brazil 
Union of Soviet 
Socialist Republics 

Argentina , 
Haiti , 
Ecuador 

Established Quota 

783,816 
247,952 

2,003,483 
1,370,791 
8,883,259 
618,723 

475,124 
5,203 
237 

9,333 

Imports Country of Origin 

Honduras 
779,456 Paraguay 
245,483 Colombia 

2,003,483 Iraq 
British East Africa ... 

8,883,259 Netherlands E. Indies . 
618,723 Barbados 

l/0ther British W. Indies 
114,908 Nigeria 

- 2/0ther British W. Africa 
- 2/0ther French Africa ... 

Algeria and Tunisia ... 

Established Quota 

752 
• 871 
124 
195 

2,24b 
71,388 

21,321 
5,377 
16,004 

689 

l/ 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 to Mav 7. 1962 

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

Staple Length Allocation 
1-3/8" or more 39,590,778 
1-5/32" or more and under 
1-3/8" (Tanguis) 1,500,000 

1-1/8" or more and under 
1-3/8" 4,565,642 

Imports 
39,590,778 

548,588 

4,565,642 



TREASURY DEPARTMENT 
Washington, D. C. 

IMMEDIATE RELEASE 
WEDNESDAY, MAY 9, 1962 'D-479 

Preliminary data on imports for consumption of cotton and cotton waste chargeable to the quotas 
established by the President's Proclamation c-f 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" 
Imports September 20, 19&i, May 7, 1Q6? 

Country of Origin 

EcOTt and the Anglo-
Egyptian Sudan ... 

Established Quota Imports 

'eru 
British India , 
China , 
Mexico , 
Brazil , 
Union of Soviet 
Socialist Republics 

Argentina 
Haiti 
Ecuador 

783,816 
247,952 

2,003,^3 
1,370,791 
8,883,259 
618,723 

475,124 
5,203 
237 

9,333 

779,456 
245,483 

2,003,483 
-

8,883,259 
618,723 

114,908 
-
-
-

Country of Origin 

Honduras 
Paraguay 
Colombia 
Iraq ;....... 
British East Africa ... 
Netherlands E. Indies . 
Barbados 

l/0ther British W. Indies 
Nigeria 

2/0ther British W. Africa 
^/Other French Africa ... 
Algeria and Tunisia ... 

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

Cotton 1-1/8" or more 
Imports August 1, 1961 to May 7. 1962 

Established Quota 

752 
871 
124 
195 

2,24b 
71,388 

21,321 
5,377 
16,004 

689 

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

Staple Length Allocation Imports 
1-3/8" or more 39,590,778 39,590,778 
I-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 

Inroorts 
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COTTON WASTES 
tin 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, WHETHER OR NOT MANUFACTURED OR OTHERWISE 
ADVANCED IN VALUE: Provided, however, that not more than 33-l/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 Italyi 

Country of Origin 
Established 
TOTAL QUOTA 

United Kingdom 4,323,457 
Canada • • • 239,690 
France . . . . . . . . . 227,420 
British India. 69,627 
Netherlands . . . . . . . 68,240 
Switzerland . . . . . . . 44,388 
Belgium 38,559 
Japan . . . . . . . . . . . . 341,535 
China . ......... 17,322 
Egypt • • • • 8,135 
Cuba • • • • • • • • • • 6,544 
Germany 76,329 
Italy . . . . . . . . . . 21.263 

5,482,509 

Total Imports 
Sept. 20, 1961, to 

'Mav 7. 196? 

Established 
33-1/3* of 
Total Quota 

Imports 
Sept. 20,.1961, 
t o May 7, 19ft? 

V 

1,764,880 
239,690 
106,154 
69,627 
22,747 
42,019 
22,062 
341,500 

76,329 

1,441,152 

75,807 

22,747 
14,796 
12,853 

25,443 
7.088 

2,685,008 1,599,886 

1,441,152 

75,807 

22,747 
12,505 

25,443 

1,577,654 

y 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. 



TREASORT DtPARTMESf 
•jfeshington, 0. C 

XUUSOZAfS BSLEASS 

WEDNESDAY, MAY 9, 1962 D-

PBKLTMINAKT DATA ON IMPORTS fOR CONSUMPTION OF UN-ANUFACTTOSD LEAD AND ZINC CEABSSABLS 70 ZEE QUOTAS KSfAB__S_3 
BY PRESIDENTIAL PROCLAMATION NO. 3257 0? SEPT-UBSE 22, 1?5« 

OASTERLY OTOTA PSHIOD •April I - June 50, 1962 

IMPORTS-April I - May 5, 1962 (or as noted) 

ITEM 391 ITEM 392 ITEM 393 ITEM 394 
f t Lea- bullion or base bullion, $ t 
t t lead In pigs and bars, lead t t 

Country * Lead*be&ring ores, flue dust, i dross, reolaiasd lead, sera? : Zi-o-bsaring ores of all kinds,: Zino in bleaks, pigs, or slabs; 
ef s and E&ttes : lead, antiaoaial lead,, anti- i except pyrites containing not s old and «orn*out zinc, fit 

Production 8 t aonial scrap lead, type _atal, t over 3?» of «ino s only to be reaanufaetursd, zino 
i , z all alloys or combinations of t s dross, and zino skis—ings 
8 t lead n.s.p.f. x t :_iarterly —iota 
t Dutiable. Lead 

Australia 

Belgian Congo 

Belgium and 
Luxaaburg (total) 

Bolivia 

Canada 

Italy 

Mexioo 

Peru 

On. So. Afrioft 

Yugoslav!* 

All ether foreign 
eountries (total) 

(Pounds! 

10,080,000 9,960,32*+* 

:G_artarly Quota 
Imports z Dutiable Le^d 

(Pounds) 

23,680,000 775,667 

:__jrterly Guota 
I-sorts t Dutiable Zins 

(Pounds)" 

:C__rt«rly _xota 
Iaporta s By geight Imports 

(Pounds) 

3,040,000 

13,440,000 

16,160,000 

14,880,000 

6,56o,oco 

2,836,539* 

!,?33,iH5 

i% 830, 000 

6,560,000 

15,920,000 ?,6?8,M73* 

36,880,000 

12,880,000 

15,760,000 

6,080,000 

! L76it2,206 

5,500,235 

917,078s1 

I9H,583' 

66,480,000 

70,480,000 

35,120,000 

55,673,379 

2^,217,613 

12,285,790 

5,440,000 

7,520,000 

37#840,000 

3,600,000 

6,320,000 

3,760,000 

7,520,900 

23,2^6,592 

J,5I5,70H 

17,840,000 I?,8*10,000 6,080,000 6,080.000 

•laports as of Hay 7, 1962 
The above country designations are those specified in Presidential Proclamation Mo. 3257 
of September 22, 1958* Since that date the names of certain countries have been changed. 



X__3DIAYE BSLEASS 

WEDNESDAY, MAY 9. 1Q62 

YflEASUHY -BMBX-SSS 
•fcsMngton, 9. C 

D-480 

ra_LI_IMASY DATA OK BffCIffS FOR CONSUMPTION 0? UmNOFACTOISD LEAD AND ZINC CHARGEABLE YO THE QHQS1S ESYABLXSHES 
B Y p a z s a s a m L PROCLAMATION S O . 3257 0? SEPTEMBER 22, 1 9 5 9 ^ 

OWBYEaLY GDOTA PERIOD •April I - June 30, 1962 " 

XWO S Y S * April I - May 5, 1962 (or as noted) 

-3__L_2L IT£_ ^92 
t Lead bullion or base bullion^ T 

lYEtf 393 ITEM 394 

Country 
of 

* , . . . « l»-t la pigs and bars, lead t . 
« l M M M a 2 d K » M » «1« *»tsi J»J«, rnlalnd lead/ scrap : Zinc-Scaring ores of all kinds,, Zino in blocks, pigs, or slab,. 

Production «**-*•• * i ^ ^ S I ^ * ^ ^ f 0IC*pt ^ " ^ ********** '« old and ̂ rn-ou/zSo," t ' 
* * __f_Jl2T!.^t^!? ffi9^' ' m* 3S* o f *"• * « a ^ to be reaanufactursd, zinc 
, ' I ̂  *"«y« or coabinations of , t ^ ^ z l M g k l a s l n g a 

—• — - * leaa^P.s.p.f. : . * sQuarterly C_ota 
t Dutlabla Lead 

Australia 

Belgian Congo 

Belgium and 
Luxaaburg (total) 

Bolivia 

Canada 

Italy 

Mexico 

Peru 

Oh. So. Africa 

Yugoslorla 

All other foreiga 
countries (total) 

(Pounds! 

10,080,000 9,960,32*** 

tC__rtarly _iota. 
Ieyorts «_ Dutiable Lead 

(Pounds) 

23,680,000 7?5>66? 

:G_artsrly aiota 
Icporta i Dutiable Zinc 

(Pounds) 

i&arterly _iota. 
Inports ; By Telight 

(Pounds)" 
Inroorts 

5,040,000 

13,440,000 

16,160,000 

14,880,000 

6,560,000 

2,836,539* 

13,^0,000 

»,733,*I5 

i% 830,000 

6,560,000 

15,320,000 ?,678,!»73* 

36,880,000 

12,830,000 

15e7$o,ooo 

6,080,000 

! 2,6*42,206 

5,300,235 

9»7,078* 

«9l»,583* 

66,480,000 

70,480,000 

35,120,000 

55,673,579 

2*»,2I7,6I3 

12,285,790 

5r*4O,00O 

7,520,000 

37,840,000 

3*600,000 

6,320,000 

3,760,000 

7,520,000 

23,246,592 

1,315,704 

17,840,000 17,8*10,000 6,080,000 6,090.000 

•Uports as of May 7, 1962 
The above country designations are those specified in Presidential Proclamation No. 5257 
of September* 22, 1958. Since that date the names of certain countries have been changed. 
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TREASURY DEPARTMENT 
Washington 

IMMEDIATE RELEASE 

WEDNESDAY, MAY 9, 1962 D-481 

The Bureau of Customs announced today the following preliminary figures 
showing the imports for consumption from January 1, 1962, to April 28, 1962, 
inclusive, of commodities for which quotas were established pursuant to the 
Philippine Trade Agreement Revision Act of 1955: 

Commodity Established Annual 
Quota Quantity 

Unit 
of 

Quantity 

Imports 
as of 

April 28, 1962 

Buttons. 

Cigars 

Coconut oil 

Cordage. 

Tobacco.... 

680,000 

160,000,000 

358,400,000 

6,000,000 

5,200,000 

Gross 

Number 

Pound 

Pound 

Pound 

79,205 

3,033,783 

55,042,589 

1,358,354 

3,199,868 
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TREASURY DEPARTMENT 
Washington 

IMMEDIATE RELEASE 

WEDNESDAY, MAY 9, 1962 D-481 

The Bureau of Customs announced today the following preliminary figures 
showing the imports for consumption from January 1, 1962, to April 28, 1962, 
inclusive, of commodities for which quotas were established pursuant to the 
Philippine Trade Agreement Revision Act of 1955: 

Commodity Established Annual 
Quota Quantity 

Unit 
of 

Quantity 

Imports 
as of 

April 28, 1962 

Buttons. 

Cigars 

Coconut oil 

Cordage. 

Tobacco 

680,000 

160,000,000 

358,400,000 

6,000,000 

5,200,000 

Gross 

Number 

Pound 

Pound 

Pound 

79,205 

3,033,783 

55,042,589 

1,358,354 

3,199,868 
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48 

Commodity Period and Quantity 
: Unit 
: of : 
: Quantity: 

Imports 
as of 

April 28. 1 

Absolute Quotas: 

Butter substitutes, including 
butter oil, containing 45% Calendar 
or more butter fat Year 1962 

Cotton products, except cotton 
wastes, produced in any stage 
preceding the spinning into 12 mos. from 
yarn Sept. 11, 1961 

Peanuts, shelled, unshelled, 
blanched, salted, prepared or 
preserved (incl. roasted pea- 12 mos. from 
nuts but not peanut butter) August 1, 1961 

2/ 
Tung Oil.r.. Feb. 1-

Oct. 31, 1962 
Argentina 
Paraguay 
Other Countries 

1,200,000 Pound Quota Fille* 

1,000 Pound 

1,709,000 Pound 

17,226,164 Pound 
2,963,370 Pound 
936,000 Pound 

Quota Fillec 

915,03/ 

7,266,921 

1/ Imports through May 7, 1962. 

2/ Imports through May 1. Presidential Proclamation No. 3471 of 
May 1, 1962, terminated, effective May 2, the quota on tung ail. 



TREASURY DEPARTMENT 
Washington 

49 

IMMEDIATE RELEASE 

WEDNESDAY, MAY 9, 1962 D-482 

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 April 28, 1962, inclusive, as follows: 

Lmporcs " 
as of 

Aoril 28, 1962 
Commodity Period and Quantity 

: Unit 
: of : 
: Quantity: 

Tariff-Rate Quotas: 

Cream, fresh or sour. 

Whole Milk, fresh or sour, 

Cattle, 700 lbs. or more each 
(other than dairy cows) , 

Cattle less than 200 lbs. each.. 

Fish, fresh or frozen, filleted, 
etc., cod, haddock, hake, pol
lock, cusk, and rosefish 

Calendar Year 

Calendar Year 

April 1, 1962-
June 30, 1962 

12 mos. from 
April 1, 1962 

1,500,000 Gallon 

3,000,000 Gallon 

120,000 Head 

200,000 Head 

Tuna Fish, 

White or Irish potatoes 
Certified seed 
Other 

12 mos. from 114,000,000 Pound 
Sept. 15, 1961 36,000,000 Pound 

Walnuts Calendar Year 5,000,000 Pound 

Stainless steel table flatware 
(table knives, table forks, 
table spoons) 

Nov. 1, 1961-
Oct. 31, 1962 69,000,000 Pieces 

36 

8,633 

11,762 

Calendar Year 28,571,433 Pound 13,335,533-

Calendar Year 59,059,014 Pound 17,049,225 

43,096,713 
17,242,407 

1,196,135 

67,138,879 

1/ Imports for consumption at the quota rate are limited to 14,285,716 pounds during 
The first six months of the calendar year. 
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TREASURY DEPARTMENT 

Washington 

IMMEDIATE RELEASE 

WEDNESDAY, MAY 9> 1962 D-482 

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 April 28, 1962, inclusive, as follows: 

Imports 
as of 

April 28, 196: 
Commodity Period and Quantity 

: Unit 
: of : 
:Quantity: 

Tariff-Rate Quotas: 

Cream, fresh or sour Calendar Year 1,500,000 Gallon 

Whole Milk, fresh or sour Calendar Year 3,000,000 Gallon 36 

Cattle, 700 lbs. or more each April 1, 1962-
(other than dairy cows) June 30, 1962 120,000 Head 8,633 

12 mos. from 
Cattle less than 200 lbs. each April 1, 1962 200,000 Head 11,762 

Fish, fresh or frozen, filleted, 
etc., cod, haddock, hake, pol
lock, cusk, and rosefish Calendar Year 28,571,433 Pound 13,335,533-

Tuna Fish Calendar Year 59,059,014 Pound 17,049,225 

White or Irish potatoes: 
Certified seed 12 mos. from 114,000,000 Pound 43,096,710 
Other Sept. 15, 1961 36,000,000 Pound 17,242,407 

Walnuts Calendar Year' 5,000,000 Pound 1,196,135 

Stainless steel table flatware 
(table knives, table forks, Nov. 1, 1961-
table spoons) Oct. 31, 1962 69,000,000 Pieces 67,138,879 

1/ Imports for consumption at the quota rate are limited to 14,285,716 pounds during 
the first six months of the calendar year. 
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Commodity Period and Quantity 

: Unit : 
: of : 
: Quantity: 

Imports 
as of 

April 28, 19( 

Absolute Quotas: 

Butter substitutes, including 
butter oil, containing 45% Calendar 
or more butter fat Year 1962 1,200,000 Pound 

Cotton products, except cotton 
wastes, produced in any stage 
preceding the spinning into 12 mos. from 
yarn Sept. 11, 1961 1,000 Pound 

Peanuts, shelled, unshelled, 
blanched, salted, prepared or 
preserved (incl. roasted pea- 12 mos. from 
nuts but not peanut butter) August 1, 1961 1,709,000 Pound 

2/ 
Tung Oil.~ Feb. 1-

0ct.31, 1962 
Argentina 17,226,164 Pound 
Paraguay 2,963,370 Pound 
Other Countries 936,000 Pound 

Quota Filled 

Quota Filled 

915,037 

7,266,921 

1/ Imports through May 7, 1962. 

2/ Imports through May 1. Presidential Proclamation No. 3471 of 
May 1, 1962, terminated, effective May 2, the quota on tung ail. 



FOB mmmm iaws§ 
wmmmm ~? mmmmm m 

LIGNIN VANILLIN 

ftm tmmw® ^wartmat la instnietiag cuatoast £1,14 mtttmmra 

to idtMrtLd tifvtabMMnt oft lignia ̂ aalUia trm Canada $«M_£tag a 

aeteralmatioa a® to i4»tk«r tfelt a*r_tuu»_U* 1« *•*•• »<&<* ia tfe© 

Salted fttofeaa at Uaa mm fair TOIIM. Mvtim to tfel* mttmat U 

mirng pt__J_BM* im tbm F®to&l Begtttftr, 

m&mr tk* AfctitaJptiig Ae%# feftflivtfMttaii ef sales la tfce 

»__%©_ Mate* «t !«## t&®» f mkr vt&m wmm ra%ukr* rmtmrmmmm &t 

ma ama t® ttw Start*? Cam__.»«4ott, ^ileh m O A so»®l#«_* #i<&tfeeif 

kamrkmam imtotry mm tmim injun*. lotb isaaiSJ&ig: »ria» s M in

jury mist las -tan to Justify & £tii*_t_g of isa^lag -ato tbe law. 

tb_ dollar valm of istpajffci- m*i^..&irlat 19&1 ™®# 

approximately #770*000* 

_cc: Mr. J. P. Hendrick 



TREASURY DEPARTMENT 

WASHINGTON, D. 
May 9, 1962 

FOR IMMEDIATE RELEASE 

WITHHOLDING OF APPRAISEMENT ON 
LIGNIN VANILLIN 

The Treasury Department is instructing customs field officers 

to withhold appraisement on lignin vanillin from Canada 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 in

jury must be shown to justify a finding of dumping under the law. 

The dollar value of imports received during 1961 was 

approximately $770,000. 
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all -aspects of section 20 inforjsatloii vill be regular only as mat 

forth in met* regulations as are In existence on tha first day mt 

a taxable year. 

fprel̂ a..j_nye_twp.wfe C^%panieg (Bee. If) 

Further atudy of tha foreign imm&tmnt cotspany provisiona with 

vmprammmtomttvma of *uch campaalee indicates that a m__oer of lalnor 

technical ©a©_ai3©nt0 should o« added to clarify a__L is^row their 

application. For ema^l®* an Increase should be made in the tia© 

permitted for reporting lualtatrllnzted capital gains to the share

holders. Alto, provision should be made for a |»a^s^ta*ugh of 

foreign tax credit to the aharebol&ers for taxes paid by the foreign 

inwat_se$tt company. 

Finally, vita* respect to the overall problem of forei^ im&srae, 

I balle*̂ © that tha hearings teme shown more than ever the need for 

and the appropriateness of leglalation to establish eip&ty in the 

taxation, of aueh inearae and I ho^e that the Cfcsw&ttee will agree 

with this -view and act accordingly. 

Conclusion 
« I I. ...II .11 .. .1. •,.,! f| IH.I1.I, 

In conclusion. I wiab to express our appreciation for the extended 

effort and ©araful consideration which your Oomaittee m& those testi

fying before it ha^e already giwn to this legislation. As your 

consideration of the bill progresses, we are at your disposal to 

work further with you mml your atmtta in any ¥ay vhieh you feel m& 

be helpful to you.. 
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first vould aid an averaging provision to t^fe Mil*** Ms votitid be 

aimdlar t® that involved in tit foreign trtuft provision, which per

mit* mm. individual to retoa tha avtooat of tax on a distribution 

by treating it a® If It bad baam. distributed to M m over tb@ fodod 

of hit holding,^ fbe#aee©nd would give the indivi€_al shareholder the 

alternative of limiting M a ttax toider itetloft 16 to a capital gains 

iaor provided that <• at the aane tiwt ha' pays- a tax «$__! t© 52 percent 

of the "earnings of tha e^pormtion less any foreign tax*credit*." The 

_#dhaniea of thkm mtkl--mmi& mvfclam* tlomt the shareholder' paptt-^P'par* 

eent overall %($2 pereeat pl&a 85 percent of k% fereeit&Jllsa Is ia 

exmetly the eame position as if* tee Soft bad a d*«i%ie eoi^aratlos ^ 

vMeh had paid ttftoftaU ?2 percent tax and vhich he Had liquidated 

or sold at"1 capital gmdte *****.' '- overall ^ I m ;f foraa, iascua* • 

t^ormtim ^guire^enta ^ee. gO> ̂  ^ = » ^ *-*» «*** tfc* .«*aa far 

Section _0 of the House M i l needs momm laediflcatioa. fo_* e_a_mple, 

changes am nested to prevent the provision trmm applying tm foreign 

corporations where there 1* mm ••Wmmat&ntiML V. S. share mmmrahip. 

It should be laade elear that 0. S. officers and director© at foreign 

ccanpaniea ̂ hmm thtsrm are no a^iataatial tr. S. owners need not etsigly 

_j_fe*»_tfMtaa aa to mdmmiaW*mW*v U&mtim, it should be &**%!&&*&* 

titafc donestlc aiteiaiarlee of ftfreigsi parent a^i^spatlona vdll not mm 

re<juire& to am^T In€or_mtloa abo&t n*3Ha*$**0. subaldiari^s ̂ ®r auch 

parent corporation©. l__w_$jr., ltiAou_& be saa&e clear that*!© to # 
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indicated & deaire to reorganise foreign corporate structures to 

aooowaodate to the legislation. I.wtild like to state tha& it would 

be the wfAlmy of the Treasury to view eys^athetieally •mmZMmtim® 

®f taxpayer® for ruling© tsjtsder section ,3&7 tfxfflfc are re#siised. in the 

case of reorgaiiiaatione involving foreign corporations. Ha contem

plate that jfuch advance rulings could be ®ade available relatively 

freely, esioept Im aituetion* where mmmm axraym$9mmmm%m involve U. S« 

tax avoidance. 

In n$r prior te*tteny> -I a_§i@»te& raconaideratlon of section 16, 

iiealing vi-fcfe £_* litpidaticm of or mmXm of wtoek in controlled foreign 

earpcweftUm* She hearings and diseuasiona with prlmte grouse have 

<mtkmaa\,mmw view that tfeia ̂ reviaioii should e$s$r cmXy to earniage 

for taaqable yeara beginning after Seeeetoer 31* X9&Z* In addition, 

technical wmm^mmtm are needed to coordinate more closely the treat-

stent of sales -of atook with the treatajent on liquidation, immXM.in% 

the allowance in appropriate ciroiBia^e&cea of a foreign tax credit 

on salea of stock. 

Further, m reooimaend that the impact *mt the ©eetlon om individuals 

be -mitigated. Unlike a eorporata abarebolder, whose tax will be 

listited to 52 peroent less a foreign tarn. .-eredit, the ii^lvldisal would 

be), taxed at ratma- up to % percent and mo foreign tax credit would 

be available. Two mritorioua suggeationa have been advameed. Tbe 
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the ii«cbaaisa for ta&$as constructive distributions to U...B. &hare-

holder©, tat of thftM. cbjtjn^w/wulivew^l© the lot*** of intervening 

foreign corporations to offaet the gftiw of, .fubaidiariea qsT « M & 

oontrallad foreign corporationa. 

3- SmmtmM «F4WJ«ft aWaa&mT*** couê rn fee* been 

«W?eft*e& over the psreftLem of counting the earnings and profit* ,«f 

«. controlled ^eaelfp corporation that would be- taxed to Osslted States 

abmr#iolderB. Me shall provide clear |y_minia*teat.ive ra^Xmtimm to 

assist taaspa^ers in cotipiting the earnlnga and profits of foreign 

corporations in accordance with the rules wjaich have 'been developed 

for <l©_™t&tie corporation!!. Ue iiill permit the fomX^k corporations 

mmpatmsm # M profits to be computed vith the benefit, of eleotiona 

similar to thoae which are available to dqeeetic cor^omtiomiu 

. ̂* fmm &&****. zss&i&im,, MAMWM, tami&i"*** *** 
mmm .mt problems tapge^ere h a w vftfeih foreign currency- restrictions 

and blocked .income pli. provisions should be siade to ta&e care of 

these ait#i^ion#, Tto®m jpamXmwm- awlmm- under present law in connec

tion vith branch m^imxmtkmmm amm\ .administrative guidelines have been 

®mmX$m& im the $eat to deal with them. Problems under the House 

bill i & U be sowwhat dUterent than those dealt r%4th in the $a&st 

but it ie .believed that theae otters can am handled aatiafactorily 

throu^ eatahliahQaot of pifam which are fiudlar in aapwxm. 
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B. ^matio^r^lth Respect to Technique. 

1. H0&kr definition of controlled; foreign ccCToratian-.-^lfe 

iPefeOiasBSnd modifying the definition of control a© as to lis&t scraewhat 

the coverage of foreign corporation® claeaifled aa controlled foreign 

corporatism, ierhftpa the a*tt effective ^ay of doing this •would be 

to provide that in determining whether more than 5$ percent of a 

foreign eorforatloa iamrnt by U. S. persona, only U. s. shareholders 

owning at least ft 10 percent interest are to be counted. This would 

half eliftdnate, for aasaai&e, the possibility of covering certain 

foreign corporations iiore than 5$ percent of which aaty be owned by 

U. §, persons but where such ownership is so widely scattered that 

there la no V. S. group in effective control. Also, some modifica

tions la the constructive ownership rules would seem desirable to 

achieve a mm liis&ted ammmrmmm. la particular, we vould recowesd 

that U. E. shareholders not be treated as the indirect ovaers of 

etoc& owned "by a corporation, in which they have- an Interest unlese 

sueh intereat ia at least 10 percent. 

2* Recognition,„ of. losses. —It would aeem desirable to provide 

for greater rec^aition of loseee of foreign eubaldiarlee than is 

effected by the House bill, fhua, wmm provision should be iBiade 

for allowing losses of a foreign aubaidiary in one year to of feet 

ita profits for amother year which otherwise vould be taxable under 

section 13. It would also seem desirable to mte& certain changes in 
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granted l» expropriate circuwtaacea, it m£kl be neceaaary to re

strict the compcLSies oualiiying to those having eubstantially all 

their inooae frm eueh countries. M thia ammmmMm*. MNaral rmXm 

m to mmrm mt imtmm would be frovided, am that ©uch ammmM^m can 

jsar&et their products or purchase __cte*_aOs outside lee* develejed 

sountriea e M etill #iali£y as operating in lees developed areas. 

It should be pointed out that operating eofgganiea not ajsaH^yijig tmr 

tha less developed country reinveetaent w^XXmm wauld have reatrieted 

reinveataent privileges regardlesa of "where their earning*! vere-

reinveBted. 

6. ^&na^icjfeili%ritQ pwfjfcj.tffm 

porations aot. iacorpoim^^ under the Xmma of, thr United States are 

treated as foreign corporations for purposes of the Internal Bevenue 

Code, te a consequence, corporations incorporated under the laws of 

possesions of the United States technically sotf* be- classified and 

treated ae controlled foreign corporations under the present language 

of the bill. I maald i*ec_M*V mmmmamr, that ammm corporations not 

"be treated aa controlled foreign corporations, since the possessions 

of the Waited Bmmtmm9 principally Puerto Mco and th# Virgin XmXmmma, 

are not truly foreipi areas a A p r a m & special prableiae under Halted 

States tax Xm "which can beat be handled outaide of the fientmfc of 

the tre@ste_eiit of controlled foreign corporations'. 
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for reinvestment in less developed countries to prevemt a "pour ever" 

from developed countriea. fendttiag the profita of tax haven M A * 

pemiee in developed areas to escape 0. #• tsjmtioa imUfat m0^f 

encourage the use of such tax mmmmm ccasjenis* «_& wou34 mm kmmm* 

sistest with the basic policy of eliKdnating mmtmmml §mr such 

operations. Our vi«w is that the soundest approach would be- t© pro

vide that there would be no reinvestment deduction for any tax haven 

profits except for dividends and intere-at derived from related com

panies carrying on aa active trad© or business within a leas developed 

country. In this connection, I would surest libera!l«i3ag the types 

of property wiieh would qualify1 for the deduction a© mXX mm the 

eonditioms for reinveatment. For motfUt* it Mar be that substantial 

jainority stock interest-should ammXitr e w though the-foreign cor

poration is not U. $. controlled, tamsideratiom should aXmm be 

given to mUmmimm certain foasss of debt obligations to qaeiUfy* The 

tine within which lim*sti_esst® sstst be mede is mmh too restricted 

under section 13 and provision for a lender garimm would be 'desirable. 

5. Idberallaed rules fog rej^ajas^t mt. m*mU*»..<# operatic 

m^mMBM.^^M^^^m^r'^ * concepts** of m H*et sug-

sjasUaa* X would propose to Hberasilse the use to which.•mmwmkmm *# 

operating eoafesaies in less developed countries may be put. I 

recommend that there be eoiaplete freedom as to the laanner in which 

such earnings say be employed, tb ensure that this privilege im only 
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and would he desirable from the stnaftyoint of adding flexibility to 

ensure ft fftir application of the base e<_#a_y incase provisions in 

tha cases ̂ here it is needed, for e__s*£L»> ft subsidiary immm^mwmtm& 

in one eotsittry but mmttiku&taag m sales operation in a second country 

may pay full taxes to the second country so that its place of 

incorporation does not result in the avoidance mt taxes. Hnally, 

there are certain shipping activities vhich present special jpKt&Litts 

for which exclusions5 should be. deve&tj$a6* 

3. Mmit aiiti^iversification rule.-»_he Bnuee bill denies the 

use of deferral to new businesses in ievelioped areas. Earnings in

vested in si trade or business thats was not in op^rfttiom on fJeces&er 31, 

196a or that has not been in operation for 5 y^ars woeM not fttalify 

for deferral. Our preference that deferral be eliminated for all 

profits arising in developed areas, of course, wmM obviate the 

meed for this provision* However, if deferral is not ©liJKlnated, 

the provision should, be modified to make clear that it a.ppi_#s suly 

vith respect to the use of earnings fr̂ sm a business ea3oyi»g deferral 

and that it does not apply to the earnings of a new business started 

with fresh capital from the United States. Also, it iaay be desirable 

to indicate with worm- definitene^s when m trade or business will be 

considered to have been conducted for a ^hftmw period or since 

mammmmmr 31, 196fc by s^staa&lally the tame interests. 

hmm..m<^%t§.^l renev w WXw suggestion to modify the deduction 



Thus, the amission under H. B. IO69O of inccos received by tax haven 

cosjpwaies from rftlftted parties for renderiag maJBag^rlal, techsiieftl 

and other services outside of the country mt their immmrvmmtkmm 

should be corrected since this is a sig^UfiCftat form of tax haven 

income. Also, the coverage of tass haven sales incoBje respires 

technical clarification to ensure its application to coaaissions of 

companies acting as sales agents. 

On the other hand, the base company provisions of section 13 

now treat certain jfeinds of operating iaeoffie as *3pftasiveB incoae and* 

therefore, subject to tarnation to the U. #. s^reholder. Thus, 

rentals, royalties and interest saey constitute active income to 

businesses such as shipping, leasing and financing coespa£i_©s. These 

types of iacoBss trhen they are the income mt mn operating coiapaay 

should not be treated as "passive income", am&, accordingly, en 

appropriate es&eptiom should be ssade. However, this exception should 

not extend to tax haven situations, as for example, when rentals are 

received from a related party for the use of prmmmrtp outside of the 

country of incorporation of the recipient. 

We would also suggest that there be an over-all exception to 

deal with situations where a controlled foreign corporation covered 

by the provisions of the bill has net been availed of to avoid taxes. 

Such a provision was contained in the revised draft of tax haven 

legislation which we submitted to the House Ways and Means Cocaaittee 
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sub^ectisg the current ineagie generated by such ri^its to current 

U. S. taxation. f M s requires a determination of ths «_dunt of 

incosie generated by the use of patents, etc., an fti_Itted_3r diffi

cult problem. It weuM be sore appropriate to haaadle this problem 

at the tine the patent (or like property or right) is tra_<Sferred 

abroad. Thus, it could be provided that the sale of such a H. S.-

developed patent to a controlled foreign corporation would result in 

ordinary income, rather than capital gain, as frequently occurs under 

present law. A sosiewhat longer statute of liMtations could be pss-

vided to ensure that the valuation of the patent at the tiffle ef 

transfer is a fair one. If the patent is licensed rather than sold, 

the transferee of the patent is under current law obligated to pay 

a fair royalty annually in return for the use of such patent. This 

approach should effectively elialaate any abuse in this area since 

all 8, S. patents would be transferred abroad in arms-length trans* 

actions producing a full U. 3, tax at the tlse of transfer or on an 

annual basis. It would asJte unnecessary the detersatnatlon of the 

amount of incoias generated by the use of patents, etc., as under 

the Souse bill. 

_*. Befine coverage of foreign base company pr^ylgi6Bas.--The 

coverage of the foreign base cosgpany' provisions of section 13 should 

be isodif led to ensure that all tax haven transactions are reached 

and also to avoid unintended coverage of non-tax haven situations. 
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the effectiveness of the systems in reducing the intolerable gap 

between dividends and interest received and those reported for tax 

purposes. 

Caateouea forato Corporation (a»o. 13) 

A great deal of concern has beam expressed by witnesses regard

ing the provisions of section 13 of the bill. Substantial codifica

tions of this section are called for. We remain convinced that our 

basic proposal for the general eliMnation of deferral for operations 

in developed countries would be the most equitable and appropriate 

policy. Adoption of this principle would eliminate a great deal of 

the complexity of section 13- However, should the Ccamsittee decide 

to adopt an approach along the lines of tha louse bill, there are a 

number of changes that should be made. Our suggestions for such 

changes should not be taken as indicating any lessening of our 

supjport for the elimination of deferral. It merely seemed desirable 

to indicate the changes that would be needed to improve the working 

of section 13 should this t^pe of approach be preferred by the Com

mittee. 

A. rSug^estions as to Incciae Covered in Section lg. 

1. Cbanpe apfroach to inecaie from U. S. patents^ copyri^ts, 

etc.—The Bouse bill deals with the problem ef V. B.-developed patents, 

copyrights, and exclusive formulas and processes, which are asEptlaited 

abroad free of U. S. tax W controlled foreign eor|Kiraticns, by 
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standard deduction in cosputing the allowable aiaount of a <parterly 

refund so that everwithholdiiig can result if the taxpayer^ itemised 

deductions exceed the standard deduction. In order to provide yrm®t 

refund of a H significant overwitbholditeg, we would «caw^ad exten

sion of the refund allowance provision to p m d t an individual to 

tafee into account his itemised deductions* 

% also reee_nand two changes to eliminate technical grmaXmrn 

which have been called to- our attention. 'The first' is to eliMtaat* 

withholding on dividends in kind which consist of distributions of 

stock of another mmrmmxmMmm-m 

Second, it has been pointed out to us that some corporations, 

for instance, some railroads -with little or no tax liability, nay 

not be able to file their final tax returns until, asany months after 

the close -at the taxable year. Such corporations would ma delayed 

in obtaining a refund of amounts withheld from their interest ami 

dividends since- under the Bouse bill mtmzflL for the fourth ô sarter 

of the testable year cam only be obtained upon the filing of the 

final return for such year. This problem can be solved by permitting 

a quarterly refund for the fourth quarter in the case of a corporate 

taxpayer if the refund is expected to e&eeed its total tax liability 

for the year. 

These changes will reduce inconvenience both to payers and 

recipients of interest and dividends and at tha- same tine w i H ssaintain 



•Mamrmkm wltii^lding -iM the Imuiwiee industry, the mmmmttim 

certificate system should continue to afsOjr to interest on proeoBda 

of life insurance left on deposit with the Insurance cojapany hmm 

should not ftfgly to Interest on dividend accumulations on %mmmtmm& 

life insurance policies. In the case of interest mm these dividend 

accumlfttions there would appear to be no m&l for eneisption certifi

cates because the interest is customarily left with the ina^ranee 

eo^pany and not used by the policyholder to nsofc current living 

expenses. In addition, the insurance coaspanies, who recoiaaenied 

this ehan#i, have testified that the amounts involved are nor_»Uy 

mail and an emagtleft certificate procedure would be ixgrnrntkamX to 

&&&&¥ because of the saiUlons of accounts. 

frovision should also be m d e for exemption cam^tktkmmmmm to 

remain valid until revoked by the filer instead mt reojalrlag momml 

refiling. This would make the House exemption certificate system 

easier to adsdiiister by the paying institutions and vould also reduce 

the wswfimr of tmm which acn-taaable m^mmma mmML be retjulred to 

file. 

There has been considerable exaggeration of the amount of over-

withholding that could occur under the- House bill. Sowever, there 

may be some situations where the quarterly refund allowance Is not 

sufficient to correct overwithhoMin® on a taa^ayer with large 

itemised deductions. The House bill tatee into account only the 



66 
« h . 

advertimini to bet carried on free cdf accounting difficulties In keep

ing' track of a large mwmr of saaall item without, iinterhing. the. 

curtailpeBt of abuses which the mkXX. pwidaa. 

In addition, it was never.our intention that advertising ievices 

such «a display radtes and advertising sigaa, which are provided for 

use in business and which are not itens of personal use, should be 

included under the gli?t,ftwision. We would ^ccMend that,the Com

mittee report contain language clearly indicfttijag that such Items 

are not business gifts under' section ,k of the bill. 

Sk^m^mm °*J*P*m*\ mj>xmmmuM?^M 
Me have continued our efforts to mft. out a withhol4i&S system 

that would be as efficient as possible and at the same time would 

)_S_t__ct*» any possible hardship to the recipients of dividends and 

interest* Us would like now to reecsanead .certain. .iip?ovements in 

the provisions for cage-action certificates. 

The exemption certificate system contained in the House bill 

applies to savings accouat interest, certain, interest ..paid.by insur

ance companies, dividends, and patronage dividends, so that there 

will be no withholding on such aiaounts received by in^vii^als wji© 

owe no tax. $£e would reeo»end that tha mwms^tion certificate 

procedure be eactended to dlvJLdoiid Inccsse of .otter aoa-taxable 

recipients. For example, this would, include foreign, state..and 

local governments, and.- ta^*e^K»pt or@ani.3sations, av^h as colleges 

and universities, churches, and pension trusts. 
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gains, from the Disposltlen of tm^m^m^.WmFW, ft*^ *bl 

Som witnesses caressed concern that section Xk uiay refuire 

reo^iitim of ©sin "despite the fact that the tiowwr'ft- Method of 

ammmm&km ta^sr does 'not respire such recognition. The ®ma®Xe 

gkm& was the 'novatl ratir^ament of pross^rty depreciated in a 

aultiple asset account, faction 1231 today does not mamkx® &m 

recognition of gain or loss at the tine of' such retiraiaent as long 

as tike tai^af^r's. netfeod of accounting, la accordance with Treasury 

regulations, clearly reflects Incorae. If the tsa^ayer's method of 

composite accounting complies with the Tmmmf regulations, those 

rogulationg will similarly permit nonreeognition of gain or loss" 

under section lk. A statejasnt in your daw&ttee's'report,"' illus

trating this point, should allay mm concern, in this inagard. 

,^s_^P; ̂E-.M.'SSSSMS'.ZF i .SP^fx?.,..,,t/ 

In order t© ease the accounting p r i s m s of* concerns supplying 

articles for use in notattr advertising,, we recowend a gfeelftl 

esclusioB from the |25"bmall^ss gift limit in m m louse bill* Such 

exclusion would permit tha deduction of Items costing a modest amount, 

such as un to two or three dollars, regardless of the total gifts to 

any one customer over the year. _t would a$piy to each gift item 

on wfeleh the m m of the advertiser is clearly and p«ri___ently 

imprinted m & which is one of a tm^bmr of identical items distributed 

generally lo& the advertiser., inch an exclusion1 would permit novelty 



6S 

- 2 -

the bin be #Nrite to provide for a three-year carryback of unused 

investment credits* Of course, such unused credits should not be 

carried back to taxable years before those for which the credit Is 

effective. Such a. provision would result in greater cash flow bene

fits during periods of recession when earnings are. low or at other 

tisses when it may be especially needed by particular businesses. 

He would also racoaneBd that livestock be excluded from the 

credit, $be House decided in section Xk that gain en the sale of 

livestock which reflects prior depreciation should continue to be 

treated as capital gain rather than ordinary income. We feel 

strongly that .p^ofer^ not subject to tha recapture of excessive 

depreciation should not be .granted the iavestsaent credit. 

A nui#er of witnesses raised Questions as to. whether specific 

Items were eligible' for the credit or would be disqualified as 

structural co^onents of a buildll®, Scate of the Items mentioned 

were refrigerator cases used in the grocery business and testing 

eojydLjaient used in the aerospace industry. The aouse Ways .and Hsans 

Coiaiittee leport indicates that __MShlseacy and equipment are to be 

considered eligible property even though considered a part of the 

building m®mr local law. This sjeans that such items as refrffarator 

cases and testing e<pipmemt would ojuftlify for the credit even though 

affiseed to a building. Appropriate language in your Committee's 

retort could provide further clarification in this area. 
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Statement of the Honorable Douglas Dillon 
Secretary of the Treasury 

Before the Committee on Finance of the United States Senate 
on H. R. IO65O, the Revenue Act. of 1Q62; ••'">•**$ d: '̂ w-sd. 

May 10, 1962, 10:00 A.M. DST 

ate* ®mirmm> I aipreciate this additional opportunity to axeeuss 

with you the proposed Bevenu® Act of 196™. I would also like- to 

suggest some changes in the bill* ¥e have followed closely the 

suggestions, objections and recassendations which have been offered 

in the estensive testimony which has been presented to your Cosialttee 

since April 2nd. As the hearings have proceeded we have held 

numerous meetings with persons interested in the biU, including 

some of the witnesses who appeared before the Cossiittee as well as 

representatives of other interested groups. We have worked with 

them to mak® technical fj^mmmmta and to evaluate possible- policy 

changes. Today I should like to outline a number of changes which are 

responsive to matters raised during the hearings and which we believe 

would imnrove the bill. These changes seem to us to be clearly 

called for. Undoubtedly ftirther discussion in Executive session 

will reveal other ways in which the- bill can be improved. It is 

our desire to work closely with you and the staff of the Joint Com

mittee to produce the most effective, the fairest, and the most 

practicable bill that can be developed, 

Inmatiaent Credit (Sec. 3) 

The language of section 2 of the louse- bill appears to present 

no serious technical problems. However, we would recoaaend that 

</ : 7 
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the bill be amended to provide for a three-year carryback of unused 

investment credits. Of course, such unused credits should not be 

carried back to taxable years before those for which the credit Is 

effective. Such a provision would result in greater cash flow bene

fits during periods of recession when earnings are low or at other 

times when it may be especially needed by particular businesses. 

¥e would also recommend that livestock be excluded from the 

credit. The House decided in section Ik that gain on the sale of 

livestock which reflects prior depreciation should continue to be 

treated as capital gain rather than ordinary income. We feel 

strongly that property not subject to the recapture of excessive 

depreciation should not be granted the investment credit. 

A number of witnesses raised questions as to whether specific 

items were eligible for the credit or would be disqualified as 

structural components of a building. Some of the items mentioned 

were refrigerator cases used in the grocery business and testing 

equipment used in the aerospace industry. The House Ways and Means 

Committee Report indicates that machinery and equipment are to be 

considered eligible property even though considered a part of the 

building under local law. This means that such items as refrigerator 

cases and testing equipment would qualify for the credit even though 

affixed to a building. Appropriate language in your Committee's 

report could provide further clarification in this area. 
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Gains from the Disposition of Depreciable Property (Sec, lk) 

Some witnesses expressed concern that section lk may require 

recognition of gain despite the fact that the taxpayer's method of 

accounting today does not require such recognition. The example 

given was the normal retirement of property depreciated in a 

multiple asset account. Section 1231 today does not require the 

recognition of gain or loss at the time of such retirement as long 

as the taxpayer's method of accounting, in accordance with Treasury 

regulations, clearly reflects income. If the taxpayer's method of 

composite accounting complies with the Treasury regulations, those 

regulations will similarly permit nonrecognition of gain or loss 

under section lk. A statement in your Committee's report, illus

trating this point, should allay any concern in this regard. 

Expense Accounts (Sec, k) 

In order to ease the accounting problems of concerns supplying 

articles for use in novelty advertising, we recommend a special 

exclusion from the $25 business gift limit in the House bill. Such 

exclusion would permit the deduction of items costing a modest amount, 

such as up to two or three dollars, regardless of the total gifts to 

any one customer over the year. It would apply to each gift item 

on which the name of the advertiser is clearly and permanently 

imprinted and which is one of a number of identical items distributed 

generally by the advertiser. Such an exclusion would permit novelty 



«» if — 

advertising to be carried on free of accounting difficulties in keep

ing track of a large number of small items without disturbing the 

curtailment of abuses which the bill provides. 

In addition, it was never our intention that advertising devices 

such as display racks and advertising signs, which are provided for 

use in business and which are not items of personal use, should be 

included under the gift provision. We would recommend that the Com

mittee report contain language clearly indicating that such items 

are not business gifts under section k of the bill. 

Withholding on Interest and Dividends (Sec. 19) 

We have ©ontinued our efforts to work out a withholding system 

that would be a© efficient as possible and at the same time would 

minimize any possible hardship to the recipients of dividends and 

interest. We would like now to reco_snen£ certain improvements in 

the provisions for exemption certificates. 

'i5ie exemption certificate system contained in the House bill 

applies to savings account interest, certain interest paid by insur

ance companies, dividends, and. patronage dividends, so that there 

will be no withholding on such amounts received by individuals who 

owe no tax. We would recaaaaend that the exemption certificate 

procedure be extended to dividend income of other non-taxable 

recipients. For example, this would include foreign, state and 

local governments, and tax-exempt organizations, such as colleges 

and. universities, churches, and pension trusts. 
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Regarding withholding in the insurance industry, the exemption 

certificate system should continue to apply to interest on proceeds 

of life insurance left on deposit with the insurance company but 

should not apply to interest on dividend accumulations on unmatured 

life insurance policies. In the case of interest on these dividend 

accumulations there would appear to be no need for exemption certifi

cates because the interest is customarily left with the insurance 

company and not used by the policyholder to meet current living 

expenses. In addition, the insurance companies, who recommended 

this change, have testified that the amounts involved are normally 

small and an exemption certificate procedure would be impractical to 

apply because of the millions of accounts. 

Provision should also be made for exemption certificates to 

remain valid until revoked by the filer instead of requiring annual 

refiling. This would make the House exemption certificate system 

easier to administer by the paying institutions and would also reduce 

the number of forms which non-taxable persons would be required to 

file. 

There has been considerable exaggeration of the amount of over-

withholding that could occur under the House bill. However, there 

may be some situations where the quarterly refund allowance is not 

sufficient to correct overwithholding on a taxpayer with large 

itemized deductions. The House bill takes into account only the 



standard deduction in computing the allowable amount of a quarterly 

refund so that overwithholding can result if the taxpayer1 s itemized 

deductions exceed the standard deduction. In order to provide prompt 

refund of all significant overwithholding, we would recommend exten

sion of the refund allowance provision to permit an individual to 

take into account his itemized deductions. 

We also recommend two changes to eliminate technical problems 

which have been called to our attention. The first is to eliminate 

withholding on dividends in kind which consist of distributions of 

stock of another corporation. 

Second, it has been pointed out to us that some corporations, 

for instance, some railroads with little or no tax liability, may 

not be able to file their final tax returns until many months after 

the close of the taxable year. Such corporations would be delayed 

in obtaining a refund of amounts withheld from their interest and 

dividends since under the House bill refund for the fourth quarter 

of the taxable year can only be obtained upon the filing of the 

final return for such year. This problem can be solved by permitting 

a quarterly refund for the fourth quarter in the case.of a corporate 

taxpayer if the refund is expected to exceed its total tax liability 

for the year. 

These changes will reduce inconvenience both to payors and 

recipients of interest and dividends and at the same time will maintain 
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the effectiveness of the systems in reducing the intolerable gap 

between dividends and interest received and those reported for tax 

purposes. 

Controlled Foreign Corporations (Sec. 13) 

A great deal of concern has been expressed by witnesses regard

ing the provisions of section 13 of the bill. Substantial modifica

tions of this section are called for. We remain convinced that our 

basic proposal for the general elimination of deferral for operations 

in developed countries would be the most equitable and appropriate 

policy. Adoption of this principle would eliminate a great deal of 

the complexity of section 13. However, should the Committee decide 

to adopt an approach along the lines of the House bill, there are a 

number of changes that should be made. Our suggestions for such 

changes should not be taken as indicating any lessening of our 

support for the elimination of deferral. It merely seemed desirable 

to indicate the changes that would be needed to improve the working 

of section 13 should this type of approach be preferred by the Com

mittee . 

A. Suggestions as to Income Covered in Section 13. 

1. Change approach to income from U. S. patents, copyrights, 

etc.—The House bill deals with the problem of U. S.-developed patents, 

copyrights, and exclusive formulas and processes, which are exploited 

abroad free of U. S. tax by controlled foreign corporations, by 
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subjecting the current income generated by such rights to current 

U. S. taxation. This requires a determination of the amount of 

income generated by the use of patents, etc., an admittedly diffi

cult problem. It would be more appropriate to handle this problem 

at the time the patent (or like property or right) is transferred 

abroad. Thus, it could be provided that the sale of such a U. S.-

developed patent to a controlled foreign corporation would result in 

ordinary income, rather than capital gain, as frequently occurs under 

present law. A somewhat longer statute of limitations could be pro

vided to ensure that the valuation of the patent at the time of 

transfer is a fair one. If the patent is licensed rather than sold, 

the transferee of the patent is under current law obligated to pay 

a fair royalty annually in return for the use of such patent. This 

approach should effectively eliminate any abuse in this area since 

all U. S. patents would be transferred abroad in arms-length trans

actions producing a full U. S. tax at the time of transfer or on an 

annual basis. It would make unnecessary the determination of the 

amount of income generated by the use of patents, etc., as under 

the House bill. 

2. Refine coverage of foreign base company provisions.—The 

coverage of the foreign base company provisions of section 13 should 

be modified to ensure that all tax haven transactions are reached 

and also to avoid unintended coverage of non-tax haven situations. 
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Thus, the omission under H. R. IO65O of income received by tax haven 

companies from related parties for rendering managerial, technical 

and other services outside of the country of their incorporation 

should be corrected since this is a significant form of tax haven 

income. Also, the coverage of tax haven sales income requires 

technical clarification to ensure its application to commissions of 

companies acting as sales agents. 

On the other hand, the base company provisions of section 13 

now treat certain kinds of operating income as "passive" income and, 

therefore, subject to taxation to the U. S. shareholder. Thus, 

rentals, royalties and interest may constitute active income to 

businesses such as shipping, leasing and financing companies. These 

types of income when they are the income of an operating company 

should not be treated as "passive income", and, accordingly, an 

appropriate exception should be made. However, this exception should 

not extend to tax haven situations, as for example, when rentals are 

received from a related party for the use of property outside of the 

country of incorporation of the recipient. 

¥e would also suggest that there be an over-all exception to 

deal with situations where a controlled foreign corporation covered 

by the provisions of the bill has not been availed of to avoid taxes. 

Such a provision was contained in the revised draft of tax haven 

legislation which we submitted to the House Ways and Means Committee 
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and would be desirable from the standpoint of adding flexibility to 

ensure a fair application of the base company income provisions in 

the cases where it is needed. For example, a subsidiary incorporated 

in one country but conducting a sales operation in a second country 

may pay full taxes to the second country so that its place of 

incorporation does not result in the avoidance of taxes. Finally, 

there are certain shipping activities which present special problems 

for which exclusions should be developed. 

3. Limit anti-diversification rule.—The House bill denies the 

use of deferral to new businesses in developed areas. Earnings in

vested in a trade or business that was not in operation on December 31, 

1962 or that has not been in operation for 5 years would not qualify 

for deferral. Our preference that deferral be eliminated for all 

profits arising in developed areas, of course, would obviate the 

need for this provision. However, if deferral is not eliminated, 

the provision should be modified to make clear that it applies only 

with respect to the use of earnings from a business enjoying deferral 

and that it does not apply to the earnings of a new business started 

with fresh capital from the United States. Also, it may be desirable 

to indicate with more definiteness when a trade or business will be 

considered to have been conducted for a 5-year period or since 

December 31, 19&2 by substantially the same interests. 

k. Eliminate provision for reinvestment of developed area tax 

haven profits.—I renew my prior suggestion to modify the deduction 
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for reinvestment in less developed countries to prevent a "pour oyer" 

from developed countries. Permitting the profits of tax haven com

panies in developed areas to escape U. S. taxation might unduly 

encourage the use of such tax haven companies and would be incon

sistent with the basic policy of eliminating deferral for such 

operations. Our view is that the soundest approach would be to pro

vide that there would be no reinvestment deduction for any tax haven 

profits except for dividends and interest derived from related com

panies carrying on an active trade or business within a less developed 

country. In this connection, I would suggest liberalizing the types 

of property which would qualify for the deduction as well as the 

conditions for reinvestment. For example, it may be that substantial 

minority stock interest should qualify even though the foreign cor

poration is not U. S. controlled. Consideration should also be 

given to allowing certain forms of debt obligations to qualify. The 

time within which investments must be made is much too restricted 

under section 13 and provision for a longer period would be desirable. 

5. Liberalized rules for reinvestment of earnings of operating 

companies in less developed areas.—As a concomitant of my last sug

gestion, I would propose to liberalize the use to which earnings of 

operating companies in less developed countries may be put. I 

recommend that there be complete freedom as to the manner in which 

such earnings may be employed. To ensure that this privilege is only 
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granted in appropriate circumstances, it will be necessary to re

strict the companies' qualifying to those having substantially all 

their income from such countries. In this connection, liberal rules 

as to source of income would be provided, so that such companies can 

market their products or purchase materials outside less developed 

countries and still qualify as operating in less developed areas. 

It should be pointed out that operating companies not qualifying for 

the less developed country reinvestment privilege would have restricted 

reinvestment privileges regardless of where their earnings were 

reinvested. 

6. Nonapplicability to possessions of United States.—All cor

porations not incorporated under the laws of the United States are 

treated as foreign corporations for purposes of the Internal Revenue 

Code. As a consequence, corporations incorporated under the laws of 

possessions of the United States technically might be classified and 

treated as controlled foreign corporations under the present language 

of the bill. I would recommend, however, that such corporations not 

be treated as controlled foreign corporations, since the possessions 

of the United States, principally Puerto Rico and the Virgin Islands, 

are not truly foreign areas and present special problems under United 

States tax law which can best be handled outside of the context of 

the treatment of controlled foreign corporations. 



B. Suggestions with Respect to Technique. 

1. Modify definition of controlled foreign corporation.—We 

recommend modifying the definition of control so as to limit somewhat 

the coverage of foreign corporations classified as controlled foreign 

corporations. Perhaps the most effective way of doing this would be 

to provide that in determining whether more than 50 percent of a 

foreign corporation is owned by U. S. persons, only U. S. shareholders 

owning at least a 10 percent interest are to be counted. This would 

help eliminate, for example, the possibility of covering certain 

foreign corporations more than 50 percent of which may be owned by 

U. S. persons but where such ownership is so widely scattered that 

there is no U. S. group in effective control. Also, some modifica

tions in the constructive ownership rules would seem desirable to 

achieve a more limited coverage. In particular, we would recommend 

that U. S. shareholders not be treated as the indirect owners of 

stock owned by a corporation in which they have an interest unless 

such interest is at least 10 percent. 

2. Recognition of losses.—It would seem desirable to provide 

for greater recognition of losses of foreign subsidiaries than is 

effected by the House bill. Thus, some provision should be made 

for allowing losses of a foreign subsidiary in one year to offset 

its profits for another year which otherwise would be taxable under 

section 13. It would also seem desirable to make certain changes in 
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the mechanics for taxing constructive distributions to U. S. share

holders. Some of these changes would enable the losses of intervening 

foreign corporations to offset the gains of subsidiaries of such 

controlled foreign corporations. 

3. Computation of earnings and profits.—Some concern has been 

expressed over the problem of computing the earnings and profits of 

a controlled foreign corporation that would be taxed to United States 

shareholders. We shall provide clear administrative regulations to 

assist taxpayers in computing the earnings and profits of foreign 

corporations in accordance with the rules which have been developed 

for domestic corporations. We will permit the foreign corporations 

earnings and profits to be computed with the benefit of elections 

similar to those which are available to domestic corporations. 

k. Foreign currency restrictions and blocked income.—We are 

aware of problems taxpayers have with foreign currency restrictions 

and blocked income and provisions should be made to take care of 

these situations. These problems arise under present law in connec

tion with branch operations and administrative guidelines have been 

developed in the past to deal with them. Problems under the House 

bill will be somewhat different than those dealt with in the past 

but it is believed that these matters can be handled satisfactorily 

through establishment of rules which are similar in nature. 
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5. Reorganizing foreign corporate structures.—Taxpayers have 

indicated a desire to reorganize foreign corporate structures to 

accommodate to the legislation. I would like to state that it would 

be the policy of the Treasury to view sympathetically applications 

of taxpayers for rulings under section 367 which are required in the 

case of reorganizations involving foreign corporations. We contem

plate that such advance rulings could be made available relatively 

freely, except in situations where such arrangements involve U. S. 

tax avoidance. 

Liquidation Provision (Sec. 16) 

In my prior testimony, I suggested reconsideration of section 16, 

dealing with the liquidation of or sale of stock in controlled foreign 

corporations. The hearings and discussions with private groups have 

confirmed our view that this provision should apply only to earnings 

for taxable years beginning after December 31, 1962. In addition, 

technical amendments are needed to coordinate more closely the treat

ment of sales of stock with the treatment on liquidation, including 

the allowance in appropriate circumstances of a foreign tax credit 

on sales of stock. 

Further, we recommend that the impact of the section on individuals 

be mitigated. Unlike a corporate shareholder, whose tax will be 

limited to 52 percent less a foreign tax credit, the individual would 

be taxed at rates up to 91 percent and no foreign tax credit would 

be available. Two meritorious suggestions have been advanced. The 
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first would add an averaging provision to the bill. This would be 

similar to that involved in the foreign trust provision, which per

mits an individual to reduce the amount of tax on a distribution 

by treating it as if it had been distributed to him over the period 

of his holding. The second would give the individual shareholder the 

alternative of limiting his tax under section 16 to a capital gains 

tax provided that at the same time he pays a tax equal to 52 percent 

of the earnings of the corporation less any foreign tax credit. The 

mechanics of this will work out so that the shareholder pays 6^ per

cent overall (52 percent plus 25 percent of kQ percent) and is in 

exactly the same position as if he had had a domestic corporation 

which had paid its full 52 percent tax and which he had liquidated 

or sold at capital gain rates. 

Information Requirements (Sec. 20) 

Section 20 of the House bill needs some modification. For example, 

changes are needed to prevent the provision from applying to foreign 

corporations where there is no substantial U. S. share ownership. 

It should be made clear that U« S« officers and directors of foreign 

companies where there are no substantial U. S. owners need not supply 

information as to such companies. Likewise, it should be provided 

that domestic subsidiaries of foreign parent corporations will not be 

required to supply information about non-U. S. subsidiaries of such 

parent corporations. Finally, it should be made clear that as to 
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fl-ll aspects of section 20 information will be required only as set 

forth in such regulations as are in existence on the first day of 

a taxable year. 

Foreign Investment Companies (Sec. 15) 

Further study of the foreign investment company provisions with 

representatives of such companies indicates that a number of minor 

technical amendments should be added to clarify and improve their 

application. For example, an increase should be made in the time 

permitted for reporting undistributed capital gains to the share

holders. Also, provision should be made for a pass-through of 

foreign tax credit to the shareholders for taxes paid by the foreign 

investment company. 

Finally, with respect to the overall problem of foreign income, 

I believe that the hearings have shown more than ever the need for 

and the appropriateness of legislation to establish equity in the 

taxation of such income and I hope that the Committee will agree 

with this view and act accordingly. 

Conclusion 

In conclusion I wish to express our appreciation for the extended 

effort and careful consideration which your Committee and those testi

fying before it have already given to this legislation. As your 

consideration of the bill progresses, we are at your disposal to 

work further with you and your staffs in any way which you feel may 

be helpful to you. 
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I was delighted for a number of reasons to accept Mr. Ritten-
house!s very kind invitation to participate with you today in the 
Spring Meeting of your Association and to discuss the current status 
of the Administration's tax legislative program. As a private prac
titioner, I shared with you the same background of general corporate 
practice and, indeed, have shared with some of you the same clients. 
Since the Administration's tax program is reaching a critical stage 
in its consideration by the Congress, this is also for me a most 
opportune time to attempt to describe some of the more important tax 
proposals and some of the reasons that lie behind them. When your 
clients attempt to divine and evaluate the public interest contained 
in these proposals, and weigh that public interest against their own 
where the two may not be consistent, they must inevitably rely in 
large measure upon your advice and counsel. Accordingly, no segment 
of private enterprise can have a more forceful impact upon the recep
tion which the proposals will ultimately be given by the Congress. 

I hope, therefore, that none of you will content yourselves with 
the brief summary that I can give in this session, but that you will 
independently analyze and evaluate these proposals and make your con
clusions known. 

Since any tax policy must be formulated with a view to its 
effect on the economy, let us first look at our economic policy. 

Our national economic policy is designed to achieve four basic 
goals* These are: To reduce unemployment, to increase our rate of 
economic growth, to maintain price stability, and to eliminate the 
deficit in our international balance of payments, with its accom
panying loss of gold. 

The goal which is in many respects the most critical today is 
the last, that is, to eliminate the deficit In our international 
balance of payments. As you may know, with the exception of 1957, 
when the Suez crisis swelled exports, we have incurred a balance of 
payments deficit in each year since the end of 19^9. In the same 
period of time, our gold reserves have declined from $2*4-1/2 billion 
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to around $l6-l/2 billion, most of the drain (some $6 billion) occur
ring in the past four years. We have, moreover, incurred this deficit 
despite the fact that in the same period our exports of goods and 
services substantially exceeded our imports. Despite our excellent 
export trade surplus, however, it has not been large enough in recent 
years to offset the combined impact on our balance of payments of our 
private investment in other countries, the cost of our overseas 
defense spending and that small portion of our foreign aid expendi
tures which contributes to the deficit. We have, of course, no inten
tion or desire to inhibit the free flow of private investment capital 
between nations. Moreover, it is plain that necessity requires and 
the public demands that we maintain defenses abroad as well as at home 
which are adequate to meet any threat of aggression against ourselves 
and our allies of the Free World. It is equally clear that the world 
has grown too small to permit a few of the industrialized nations with 
relatively smaller populations to enjoy unprecedented wealth while the 
greater portion of the Free World with its substantially larger popu
lations lives in the squalor and disease that poverty engenders. Our 
own survival depends upon our contributing our share to enable the 
less-developed nations to help themselves to provide their people with 
the hope and with the means of realizing their legitimate aspirations 
for a decent standard of living. Clearly, if we are to continue these 
essential activities, we must find a solution to our balance of pay
ments problem. 
We are attacking this problem on many fronts. Any long-range 
solution, however, must depend on increasing our export trade surplus. 
To do this, we must keep down the cost and price of our goods, and 
keep their relative quality at the highest levels. This in turn re
quires that industry be enabled to take prompt advantage of techno
logical advances in the development of the most modern and efficient 
industrial plant and equipment. Achieving these goals will help to 
relieve another problem — our present intolerably high level of 
unemployment. The Administration's tax proposals are designed to 
help in meeting these problems. 

The genesis of the tax bill now pending before the Congress is 
contained in the President's Tax Message of April 20, 1961, to the 
Congress. The general objectives of the President's tax proposals 
as set forth in the Message are to serve the basic economic goals 
I have outlined and "to eliminate to the extent possible economic 
injustice within our own society — and to maintain the level of 
revenues ..." In the Message, the President pointed to the need for 
long-range tax reform but limited his immediate proposals to "urgent 
and obvious tax adjustments needed to fulfill" these aims* At the 
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same time the President asked the Treasury to undertake the research 
and preparation of a comprehensive tax reform program which is now 
scheduled to be presented to the Congress toward the end of the 
current session. 

Beginning on May 3, 196l, the Administration's tax proposals were 
elaborated by Secretary Dillon and other Treasury officials appearing 
before the House Ways and Means Committee throughout the balance of 
the First Session of the 87th Congress and the first three months of 
the current Second Session. During that period the Ways and Means 
Comraittee also heard some 217 witnesses representing affected sectors 
of the public or particular points of view. The record of these 
hearings, including numerous statements filed with the Committee, 
covers over 3*600 pages. In the light of the President's proposals, 
the testimony adduced, and the desires of the Committee, Treasury 
technicians worked with those of the Committee staff and the staff 
of the Joint Committee on Internal Revenue Taxation, headed by Mr. 
Colin Stam, to prepare specific draft legislation. The Committee 
favorably reported a bill on March 16, 1962. The bill, H. R. IO65O, • 
is entitled, "The Revenue Act of I962." . 

Basically, the bill contains two categories of proposals. The 
first category is embodied in the so-called investment incentive tax 
credit. It is designed to give a tax preference to those who invest 
in productive machinery and equipment. These provisions are intended 
to meet the need for modernization of our plant and equipment, to 
increase our ability to compete both at home and abroad with foreign 
goods in price and quality, and thereby to alleviate our balance of 
payments deficit and to contribute to a healthy rate of growth of 
the economy as a whole. 

The balance of the bill is designed to eliminate certain more 
glaring defects and inequities in the present tax law which would be 
remedied at this time to provide revenue gains to offset the revenue 
loss involved in the first proposal. 

After the bill was reported, it went to the Rules Committee of 
the House where the Chairman of the Ways and Means Committee sought 
a rule which would permit the bill to be considered by the House as 
a "package" without allowing the addition of amendments on the floor 
of the House. Such a rule is customary in the case of tax bills in 
order to provide for their orderly consideration and to prevent the 
bill being burdened by hastily or ill-considered amendments. During 
the hearings by the Rules Committee, it became apparent that there 
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was considerable sentiment in the House for a so-called balanced bill: 
i.e., one in which the loss of revenue attributable to the investment 
credit would be at least offset by the increase in revenues attrib
utable to the other provisions. The original Administration proposals 
would have met this test but changes thought desirable by the Commit
tee had resulted in an unbalanced bill. To restore the balance, the 
House Ways and Means Committee reconvened, reduced the tax credit by 
1 per cent and generally tightened certain other provisions of the 
bill. This tightening process achieved the objective of balancing 
the bill but resulted in some features which the Administration felt 
would diminish the effectiveness of the credit. 

As amended, the bill was passed by the House with a vote of 219 to 
196 on March 29, and hearings began in the Senate before the Senate 
Finance Committee on April 2. That Committee has now concluded five 
weeks of public hearings during which over 200 witnesses testified. 
It is now proceeding in Executive Session to finish its consideration 
of the House Bill. 

With certain significant omissions, H. R. IO65O, as passed by 
the House, incorporates the bulk of the initial program recommended 
by the President. The Treasury Department is urging the Senate to 
restore some of the Administration's original proposals as well as 
to make certain changes in the bill and hopes that these improvements 
if enacted by the Senate will survive the legislative conference pro
cedures before final enactment. 

H. R. IO65O in its present form contains 21 sections, 19 of which 
are of substantive content. 

Section 2 sets forth the so-called investment incentive tax 
credit I referred to and provides in general for a credit of 7 per 
cent of investments made in the United States by the taxpayer during 
the taxable year in depreciable personal and real property, other than 
land and buildings. I will discuss this more specifically in a few 
minutes. 

Section 3 would permit deduction' of certain lobbying expenses. 
Treasury is opposed to this provision. 

Section k attempts to tighten the law respecting the deducti
bility of business traveling and entertainment expenses. The Treasury 
is urging further tightening. 

Section 5 relates to distributions in kind by foreign corpora
tions to domestic corporations. Basically, the bill treats such 
distributions for tax purposes as ordinary income to the U. S. taxpayer 
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at the fair market value of the property distributed rather than at 
the cost of the property to the distributing foreign corporation. 
Exceptions are made in the case of property purchased with U. S. 
earnings. 

Section 6 merely clarifies the rules for allocating income in 
the case of intercompany sales between domestic corporations and 
their foreign affiliates. 

Section 7 would tax U. S. shareholders of foreign personal 
holding companies on so-called passive income earned by such compa
nies when that income is at least 20 per cent of its total earnings. 
The present law provides that such a tax be imposed when the passive 
income is at least 60 per cent of the foreign personal holding com
panies ' earnings. Passive income generally includes rents, royalties, 
investment income and the like as distinguished from earnings directly 
attributable to services rendered or to the conduct of a trade or busi
ness. 

Section 8 reduces the deductions attributable to adding income 
of mutual savings banks and similar institutions to their bad debt 
reserves, and generally tightens up other tax provisions relating to 
such institutions, all with a view to reducing the competitive tax 
advantage they presently enjoy in relation to banks and commercial 
lending institutions. This provision only goes part of the way to 
achieving competitive equality, the objective set forth in the Presi
dent's recommendations. 

Section 9 relates to distributions by foreign trusts to U. S. 
beneficiaries, making the beneficiaries taxable on income which has 
been accumulated abroad to avoid U. S. taxation under loopholes 
existing in present law. 

Section 10 extends to a degree general corporate tax rules to 
mutual and reciprocal fire and casualty insurance companies, thus 
placing them more nearly on a basis of equality with their stock-
owned counterparts. The Ways and Means Committee, by way of compro
mise, retained modified preferences, some of which the Treasury is 
now opposing before the Senate Finance Committee. 

Section 11, the so-called "gross-up" provision, amends the rules 
relating to the treatment of foreign tax credits allowable to domestic 
corporations on dividends from foreign subsidiaries to prevent the 
domestic parent from In effect receiving both a deduction and a credit 
for the foreign taxes. The change will result in assuring that taxes 
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paid by domestic corporations on income received from foreign 
sources are paid at the 52 per cent rate rather than at lower rates 
permitted by loopholes in present law. 

Section 12 puts a ceiling on the exemption applicable to income 
earned from sources outside the United States by individual taxpayers 
residing abroad. 

Section 13 eliminates to an extent the present provisions of the 
Code which permit foreign corporations controlled by U. S. share
holders to defer payment of U. S. taxes on their earnings allocable 
to such shareholders. Contrary to Treasury proposals deferral will 
be permitted where the earnings are reinvested abroad in substan
tially the same trade or business or if such earnings are invested 
in less developed countries. Other provisions of this section tend 
to weaken the Administration's overall objective to eliminate defer
ral privileges. 

Section 1^ would require that the gain from the sale of depre
ciable personal property and certain other property to the extent of 
depreciation taken shall he treated as ordinary income for tax pur
poses rather than capital gain as is now the case. The Treasury is 
urging a limited extension of the principle to depreciable real 
property. 

Section 15 provides that where stock in a foreign investment 
company is sold or exchanged, the gain realized by the U. S. share
holder is to be treated as ordinary income rather than capital gain 
to the extent of the taxpayer's share of earnings and profits accumu
lated by the corporation during the period for which he held the 
stock. Equivalent changes are made where such stock is inherited. 

Section 16 contains a complementary provision which would treat 
gain from the sale or exchange of stock of a foreign corporation held 
by a 10-per-cent or greater U. S. shareholder as ordinary income, to 
the extent it represents allocable earnings and profits accumulated 
by the foreign corporation. A retroactive feature of the bill rela-
ing to the accumulation period to be subjected to this provision is 
opposed by the Treasury as unduly burdensome to the taxpayer. 

Section 17 is intended to tighten up the tax treatment of 
cooperatives and their patrons to make sure that all cooperatives' 
earnings are taxed once currently — either at the cooperative or 
patron level. The bill would insure, for example, that either the 
cooperative or the patron would be taxed where the patron receives 
redeemable scrip representing an undistributed allocation of earnings 
which are to be reinvested by the cooperative. 
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Section 18 for the first time makes real property located out
side the United States includible in the gross estate for U. S. estate 
tax purposes. 

Section 19 would provide for withholding at source on dividends, 
interest and cooperative patronage dividends at a rate of 20 per cent. 

Section 20 would incorporate a number of changes made in the 
annual information returns which domestic corporations (and certain 
U. S. citizens and residents) are required to file with respect to 
foreign subsidiaries. 

The most important feature of the tax bill from the standpoint 
of the Administration and one of those which has aroused the widest 
comment is, of course, the investment incentive credit. As origi
nally proposed by the President in his Message of April 20, 196l, the 
proposal provided for a tax credit of 15 per cent of all new produc
tive equipment investment expenditures in excess of current deprecia
tion allowances, with proportionately reduced credits for lesser 
investment expenditures. The credit in this form was to be taken 
as an offset against corporate and individual taxpayers' tax liability 
up to an overall limitation of 30 per cent in the reduction of that 
liability in any one year. It was, as is presently the case, separate 
from and in addition to depreciation of the eligible new investment. 
The House Ways and Means Committee considered that having three cate
gories of allowances and having their computation hinged to deprecia
tion allowances was too complicated and substituted a straight 8 
(later reduced to 7) per cent credit for investment in depreciable 
personal and certain real property. The useful life of the property 
to qualify was changed from six years to a formula in which investment 
in property with a life of four to six years would take one-third of 
the investment into account; property with a life from six to eight 
years would have two-thirds of the investment taken into account; and 
property with a longer life would have the full investment to take. 
Moreover, purchases of used property up to $50,000 would also be 
eligible for the credit. The credit would be an offset against tax 
liability (as distinguished from an allowable deduction) in full up 
to $25,000 and above that point would reduce tax liability by not 
more than 25 per cent. Unused credits could be carried over for- five 
years. The provision was made effective for the taxable years ending 
after December 31* 1961, so as to avoid postponement of investments 
which would otherwise be made while the bill was pending. 
The Administration now recommends that the Senate restore the 
8 per cent credit as distinguished from the 7 per cent now in the 
bill and increase the limit on the credit allowable against tax 
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liability in any taxable year from $25,000 plus 25 per cent to 
$25,000 plus 50 per cent. We have also recommended that the Senate 
eliminate a 3 per cent credit allowed to regulated public utilities 
largely on the ground that the utilities' rates are regulated and 
any profits in excess of those considered desirable by the regulatory 
agencies would be automatically passed on to consumers rather than 
used for investment in new plants and equipment. 

At first a number of fears were expressed that the investment 
credit was to be a substitute for a long overdue reform of deprecia
tion allowances. Much of the force of this argument was eliminated 
by Secretary Dillon's announcement that the Treasury Department was 
undertaking to reform depreciation allowances administratively to 
take account of the changes in useful lives of machinery and equip
ment which had occurred since Bulletin F was last published by the 
Internal Revenue Service, and additionally to take account of the 
ever-increasing speed by which technological advance makes obsolete 
existing machinery and equipment. If the investment credit in its 
present form becomes law, that credit, together with reformed depre
ciation allowances which are expected to be announced late in June 
or in July at the latest will provide American business with total 
allowances on their investment in new machinery and equipment equal 
to the average of those prevailing in the leading industrial nations 
of Europe. This should enable American industry to compete on more 
favorable terms with their foreign counterparts both at home and 
abroad. The need to stimulate productivity through increased invest
ment is plain. In the past decade U. S. investment in plant and 
machinery as a percentage of GNP declined from 6.6 per cent to 5»5 per 
cent while the Common Market countries increased such investment from 
8.5 per cent to 10.2 per cent. Dramatic emphasis has recently been 
given the problem in the recent price-increase announcement by U. S. 
Steel and other members of the steel industry. You may recall that 
a principal reason for the price increase offered by the Chairman of 
the Board of U. S. Steel in his television appearance was based on 
his Company's need to acquire funds to invest in new productive equip
ment so that It could modernize its plants to meet foreign competition. 
Treasury Department estimates show that the investment credit will 
provide the steel companies with a substantial portion of the funds 
for investment in productive equipment as would have been provided by 
the price increase had it remained in effect and if sales continued 
at the same rate. The investment credit, on the other hand, assures 
that business will have the funds to carry out necessary moderniza
tion without resorting to inflationary price increases. 
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Investigation has shown that American industry in many areas 
is falling behind Europe and Japan in the age and efficiency of its 
plant and equipment. This modernization lag is steadily increasing 
the ability of these foreign countries to sell their goods at favor
able prices in our market and decreasing the ability of U. S. compa
nies to sell our goods abroad at a time when our balance of payments 
is running a deficit for the fifth straight year. The investment 
incentive tax credit is deemed a vital part of the Administration's 
program to modernize, to increase productivity and to meet the chal
lenge of the other industrialized nations. This, of course, should 
help increase our trade surplus, and aid in reducing unemployment 
and in contributing to the growth and expansion of our economy. 

Questions have been raised as to whether the Administration 
should not have sought to achieve its purpose by accelerating depre
ciation rates on plant and equipment. Accelerated depreciation might 
provide the same result but would cost the Government far more in 
revenue for the same incentive effect upon industry. For example, 
the cost to the United States in revenue losses that would be sustained 
in the first year by enactment of the tax credit would amount to $l.k 
billion. On the other hand, a change in the depreciation rules which 
would add an equal amount to the profitability of investment, the 
true measure of the stimulation involved, would cost some $5*3 bil
lion. This is why the Administration has chosen the investment credit 
to stimulate productive investment, — because it offers the maximum 
stimulus for each dollar of tax revenue lost. Because this will be 
a continuing problem, we are convinced that this should be made a 
permanent part of our laws. 

The second major item in the bill of wide public interest relates 
to withholding on dividends and interest. Currently, while about $15 
billion of such income is faithfully reported, about $3 billion of 
interest and dividends received by taxable individuals is not reported. 
This failure results in a revenue loss of more than $800 million " 
annually, which must be made up by other taxpayers. This gap between 
earned and reported taxable dividends and interest is not attributable 
to lack of effort on the part of the Internal Revenue Service to en
force the law. However, despite full support and cooperation from 
the financial community to improve voluntary compliance and enlarge
ment of audit enforcement and educational activities, the overall 
results have been insignificant. 

Even Commissioner Caplin's revolutionary automatic data pro
cessing equipment will not be able to close the gap because failure 
to report dividends and interest is a mass compliance problem Involv
ing millions of transactions, and while ADP is helpful in providing 
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Internal Revenue with a check in the case of individual taxpayers, 
it will not in itself collect any tax. To add to ADP a mass collec
tion system would be excessively expensive and less than a third as 
effective as withholding. 

The bill provides that institutions paying dividends or inter
est merely total up the amount due to persons who have not filed 
exemption certificates, deduct 20 per cent of the total amount, and 
pay this over to the Government at the end of the month following 
the quarter in which the dividends or interest were paid. It will 
not be necessary for payors to furnish information statements to the 
Government or the recipients. Certain persons, including children 
under 18 years and adults who do not expect to owe any tax, may be 
exempted by filing exemption certificates. Where withholding is 
excessive, the bill provides for prompt quarterly refunds. It is 
estimated that withholding, if enacted, will recoup in 1963 some 
$650 million of the more than $800 million in taxes now being evaded. 

The third portion of the bill of widest general interest is set 
out in those provisions relating to the taxation of foreign income 
and investment. The objective of the Treasury proposals is to promote 
equity between taxpayers whose income comes from abroad with those 
who receive such income from domestic sources and to provide for tax 
neutrality between investment at home and abroad. At the present 
time income earned by foreign companies owned by U. S. taxpayers is 
able to avoid much of the tax payable by domestic corporations and 
their stockholders because present law permits deferral of taxes on 
earnings of the foreign subsidiary until such time as the earnings 
are actually distributed to the shareholders. If reinvested abroad, 
taxes are avoided. At a time when our balance of payments has become 
critical and when the industrial countries have not only recovered 
from the damage of the war but are enjoying unprecedented economic 
booms, there is no national interest to be served by subsidizing 
investment abroad. This is particularly true when unemployment at 
home remains at an unacceptably high level. The President's recom
mendations, and the provisions of the bill, are not, however, designed 
to discourage any such investment where it serves a business purpose. 
H. R. IO650 eliminates deferral of taxes on income from divi
dends, interest, rents and royalties, and trading earnings except 
where they are reinvested in less developed countries. Income from 
insurance against U. S. risks and from the use of patents, copyrights, 
etc., developed in the United States are subject to tax without any 
exception for reinvestment. In the case of foreign subsidiaries, 
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other than those in tax haven countries, the bill would subject to 
U. S. tax undistributed foreign earnings except as they are reinvested 
in the same country and in substantially the same trade or business 
conducted by the firm in question, or if they are invested in less 
developed countries. The provision in its present form does not meet 
the President's recommendation which would eliminate deferral except 
for income earned abroad and reinvested in less developed countries. 

The subject of foreign investment and tax neutrality is, as I am 
sure you are aware, very complex and the matter is still being given 
the most earnest study in the light of the testimony to date. We are 
hopeful that the provisions of. the bill when finally enacted will be 
recognized as adequately meeting the problems which the country faces 
even though some individuals may differ as to the desirability of 
taking the particular form of action chosen. 

As you can see from my discussion, the bill covers a number of 
complex subjects and I have only been able to give them the most/super
ficial treatment. I can only hope that the discussion has been- ade
quate to prompt you to further study with a view to formulating a 
truly informed opinion. Such an effort is, in my mind, an important 
service which you can render your country and yourselves. . 
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FOR IMMEDIATE RELEASE 

TREASURY ISSUES AMENDMENT TO ITS 
CUBAN IMPORT REGULATIONS 

The Treasury Department today amended the Cuban 

Import Regulations so that the exemption of Cuban 

goods brought in as baggage for personal use will no 

longer apply to United States citizens and residents 

arriving after May 20, 1962. The exemption remains 

in effect until that date to avoid unwarranted 

inconvenience to such persons who are abroad. 
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revision of our guidelines will, therefore, be essential if 

our depreciation policies are to keep pace with the changing 

world. Such review and revision is planned, for we must never 

again allow our tax practices to fall behind pftj*) industrial 

practices. 

0O0 
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the part of the most skilled economists, lawyers, engineers 

and accountants at the command of the Treasury and the Internal 

Revenue Service. It also, as many of you know at first hand, 

is requiring numberless consultations with industry technicians 

and management. 

But we will not consider the job done when we have 

published our new guidelines and rulings. We know that in such 

an enormous undertaking, some errors of fact or judgement are 

perhaps inevitable — and we willTby no means turn a iteaf ear 

who demonstrate the existence of such errors. 

In addition, depreciation reform is, almost by definition, 

a job which is never done once and for all. These new standards 

will indeed — and for the first time — take into account not 

only past but anticipated obsolescence. But what about the 

technological breakthroughs which lie just beyond the ones we 

can now glimpse over the horizon? We do not know what they will 

be — but we do know that they will be. Periodic review and 
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By closing the existing loophole in taxation of these gains, 

the legislation provides the safeguards necessary to permit 

our planned shift to more liberal and flexible treatment of 

depreciation of such property. But the legislation does not, 

mt present, contain a similar provision applicable to pe*_ 

property. I would be less than candid, therefore, if I did 

not tell you that we are not now contemplating a revision of 

Bulletin F so far as buildings are concerned. If, however, the 

Congress enacts legislation closing existing loopholes in the 

tax treatment of depreciable real<£__>pe_*€y, Bulletin F revisions 

covering buildings will follow. 

Our depreciation revision as a whole will, indeed be 

meaningful to American industry and to the entire American 

economy. Can anyone any longer doubt this? 

Depreciation revision has proved to be a monumental task •« 

requiring long hours of work over a period of many months on 
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overall depreciation account is in conformity with the guide* 

line life established for that class of assets, the Individual 

item lives used by the taxpayer will remain unchallenged. 

This move to a broad category approach to depreciation 

will also, we believe, eliminate controversy between Internal 

Revenue and business taxpayers. TheJ^arfMsa*-*^] approach we are 

working on is designed for simplicity. For most industries, a 

single class life/will be established covering all machinery 

and equipment used in production. Items in general use, such 

as office equipment and furnishings, automobiles and trucks, 

will be covered in separate guideline classes to be used by 

all industries. 

Buildings are a special case. As you are aware, the tax 

bill now pending before the Congress contains a section 

providing for correct tax treatment, as ordinary income, of 

/Tvo 

gains realized on the sale of depreciable peraeuaaA ii__joaal (property. 
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We believe that our new guidelines and rulings will greatly 

diminish the area of dispute between taxpayers and the 

government over depreciation. 

But this is not all. In the future, whenever application 

of the reserve ratio test indicates that a business should be 

shifted to the use of longer depreciable lives, there will be 

no penalty attached. The lives will be lengthened only to 

correspond to the actual replacement practices of that business. 

"Penalty rates" will become only an unpleasant memory. 

Our new depreciation guidelines will also be vastly simpler 

than those set forth in Bulletin F. In place of the more than 

3,000 individual items of plant and equipment presently listed 

in Bulletin F there will be substituted broad categories of 

assets for which an average life will be prescribed. Taxpayers 

may, if they wish, shift their own depreciation accounts to 

conform to the categories set forth in the new guidelines, but 

they will not be required to do this. So long as the taxpayer^ 
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the length of an entire replacement cycle!actually!to/reach 

that schedule. The fact that such a shift toward more rapid 

replacement policy is under way will have to be demonstrated, 

however, within a few years. 

For those who wish to move for the first time below the 

new guidelines, or to reduce further an already below-guideline 

schedule, a look at the current depreciation reserve ratio will 

indicate immediately whether Internal Revenue might question 

this change on audit. In some such cases, a move toward 

shorter depreciable lives may nevertheless be permitted despite 
j 

the fact that the reserve ratio test would seem to indicate the 

shift is not warranted. Such a decision would, of course, be 

a matter of judgement on the part of the Internal Revenue 

Service although certain additional criteria for exceptional 
J 

treatment will be developed. But note that our one probable 

resort to standards other than DimlliT^^^ \ y mmimm 11 can work 

only in favor of the taxpayer. 
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method of depreciation being used by the business and the rate 

of growth of its depreciable assets. The tables will provide 

for flexibility ~~ a range of allowable fluctuations in 

depreciation reserves. The ratio of depreciation reserves to 

depreciable assets will be considered too high only after actual 

replacement practices have lagged substantially behind the 

depreciable lives being used for tax purposes. How high is too 

high? This also will be spelled out in the ruling. 

For businesses) which shiftr(their^depreciation timetables 

only to, but nob below, the new guideline standards, a long 

y^ period of time will be allowed before /their] use of the guide-

^ "'^'~" lines will be elflN 1 fnigrri Mfr«J^ afea^ 
Ms. _ir i v — A —^ 

V , . - " * * ^ . .f.>,*;. ... '*5<a**ivf 

reserve ratio proves [they are/not, in fact, replacing equipment 

demonstrate that it is moving toward replacement practices ihx* 

keeping with Its use of the new guidelines, it may be allowed 

as rapidly ttawy claim^for tax purposesx If a business can^ 
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Any business that has already demonstrated the appropriate-

ness of its use of depreciable lives shorter than those set 

forth in the new guidelines will be allowed to continue to use 

them. Internal Revenue will not challenge these depreciation 

deductions unless ~~ by an objective, arithmetical standard, 

which will be spelled out in the Revenue Ruling — there is a 

clear and convincing basis for such adjustment. This standard 

we call the "reserve ratio" and it will be based on the relation

ship of depreciation reserves to depreciable assets. 

The use of such an objective standard is, of course, one 

of the most significant of the many meaningful changes we are 

making. As long as the depreciation reserves of a business do 

not become inordinately high in comparison to assets, the lives 

used by the business will not be subject to challenge at any 

time. Whether the reserves become unreasonably high will be 

easily ascertainable from tables which take into account the 



- 4 -
1 fly 

All taxpayers ~-- let me repeat that — all taxpayers will, 

as a matter of right and without question by any revenue agent^ 

be permitted to use the new depreciation timetables in 

preparing their tax returns for the current year. The new 

guidelines will, of course, apply to machinery and equipment 

already in use as well as assets acquired subsequently. 

The fundamental concept which underlies our depreciation 

revision is a belief that depreciation should be realistic. 

Our new guidelines are rooted in reality: existing and 

prospective rates of change in technology, in economic 

obsolescence and in industry replacement practices. 

But the new guidelines and rexilings will seek to achieve 

more than a mere recognition of present-day realities. They 

will be designed to make sure that our tax standards do not 

constitute a barrier against movement toward even more rapid 

replacement policies on the part of industry. 
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payers concerning proper determination of depreciable lives. 

These disputes, which frequently have been prolonged and 

sometimes have required resort to the courts, were in large 

part made inevitable by the fact that Internal Revenue agents 

have had to use as their guide for depreciation allowances a 

bulletin published twenty years ago and never since modified. 

Our new guidelines, and the rulings which will spell out 

the manner in which they are to be applied, are designed to 

bring to an end(to)this debate, paperwork and controversy. 

The new guideline lives will in the vast majority of cases 

be significantly shorter than those set forth in Bulletin F. 

In no case will they be longer. Because many firms are already 

following faster depreciation schedules than those set forth 

in Bulletin F, the reduction from the lives now actually in use 

will, of course, be less than the reduction from Bulletin F 

#s 
standards. But for.substantial majority of taxpayers use of the 

h j 

new guideline lives will result in increased depreciation 

allowances• 
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The new suggested depreciable lives for the assets used 

by American industry will be significantly shorter, on the 

average, than those now prescribed by Internal Hevenue _. 

^gmm*WKHaW^ In addition, and equally Important, the new 

guidelines and the standards used in their application will 

be designed to achieve three major objectives: 

First, simplicity — for the taxpayer and the tax 

QRSf 
administratis^' 

Second, objectivity — to minimize controversy about 

depreciation schedules• 

Third, uniformity — to assure even-handed application 

of the new rules to all businesses in similar circumstances* 

regardless of their location or which revenue agent they deal 

with. 

I do not need to spell out for this audience the long 

history of disputes between the government and business tax-
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program of depreciation reform involves two aspects — 

the investment credit and the revision, by administrative 

action, of depreciation guidelines. 

mmjm^mjmwiii^ 

There is general agreement in this country today 

concerning the urgent mtoWmma^w to liberalize our tax treat-

ment of depreciation to put it on a realistic basis. _B_t§te 

Administration clearly recognized this need from its earliest 

days and, building on studies Initiated by my predecessor, 

Secretary Anderson, the Treasury has moved ahead as rapidly as 

possible with a thoroughgoing revision of our administrative 

guidelines for depreciation. Our work is now in its final 

stages and we expect to announce the new guidelines late next 

month or in July at the latest. 
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The Administration's program of depreciation reform involves 
two aspects — the investment credit and the revision, by 
administrative action, of depreciation guidelines. 

There is general agreement in this country today concerning 
the urgent need to liberalize our tax treatment of depreciation 
to put it on a realistic basis. The Administration clearly 
recognized this need from its earliest days and, building on 
studies initiated by my predecessor, Secretary Anderson, the 
Treasury has moved ahead as rapidly as possible with a thorough
going revision of our administrative guidelines for depreciation. 
Our work is now in its final stages and we expect to announce the 
new guidelines late next month or in July at the latest. 
The new suggested depreciable lives for the assets used by 
American Industry will be significantly shorter, on the average, 
than those now prescribed by Internal Revenue. In addition, 
and equally important, the new guidelines and the standards used 
in their application will be designed to achieve three major 
objectives: 
First, simplicity — for the taxpayer and the tax administrators. 
Second, objectivity — to minimize controversy about 
depreciation schedules. 
Third, uniformity — to assure even-handed application of 
the new rules to all businesses in similar circumstances, 
regardless of their location or which revenue agent they deal 
with. 
I do not need to spell out for this audience the long history 
of disputes between the government and business taxpayers 
concerning proper determination of depreciable lives. These 
disputes, which frequently have been prolonged and sometimes 
have required resort to the courts, were in large part made 
inevitable by the fact that Internal Revenue agents have had to use 
as their guide for depreciation allowances a bulletin published 
twenty years ago and never since modified. 
Our new guidelines, and the rulings which will spell out 
the manner in which they are to be applied, are designed to 
bring to an end this debate, paperwork and controversy. 
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The new guideline lives will in the vast majority of cases 
be significantly shorter than those set forth in Bulletin F. 
In no case will they be longer. Because many firms are already 
following faster depreciation schedules than those set forth in 
Bulletin F, the reduction from the lives now actually in use 
will, of course, be less than the reduction from Bulletin F 
standards. But for a substantial majority of taxpayers, use of 
the new guideline lives will result in increased depreciation 
allowances. 
All taxpayers — let me repeat that — all taxpayers will, 
a s f_ matter of right, and without question by any revenue agent, 
"Be" permitted to use the new depreciation timetables in 
preparing their tax returns for the current year. The new 
guidelines will, of course, apply to machinery and equipment 
already in use as well as assets acquired subsequently. 
The fundamental concept which underlies our depreciation 
revision is a belief that depreciation should be realistic. 
Our new guidelines are rooted in reality: existing and 
prospective rates of change in technology, in economic 
obsolescence and in industry replacement practices. 
But the new guidelines and rulings will seek to achieve 
more than a mere recognition of present-day realities. They 
will be designed to make sure that our tax standards do not 
constitute a barrier against movement toward even more rapid 
replacement policies on the part of industry., 
Any business that has already demonstrated the appropriatenes 
of its use of depreciable lives which are shorter than those set 
forth in the new guidelines, will be allowed to continue to use 
them. Internal Revenue will not challenge these depreciation 
deductions unless — by an objective, arithmetical standard, 
which will be spelled out in the Revenue Ruling — there is a 
clear and convincing basis for such adjustment. This standard 
we call the "reserve ratio" and it will be based on the relation
ship of depreciation reserves to depreciable assets. 
The use of such an objective standard is, of course, one of 
the most significant of the many meaningful changes we are making. 
As long as the depreciation reserves of a business do not become 
inordinately high in comparison to assets, the lives used by the 
business will not be subject to challenge at any time. Whether 
the reserves become unreasonably high will be easily ascertainable 
from tables which take into account the method of depreciation 
being used by the business and the rate of growth of its 
depreciable assets. The tables will provide for flexibility — 
a range of allowable fluctuations in depreciation reserves. The 
ratio of depreciation reserves to depreciable assets will be 
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considered too high only after actual replacement practices have 
lagged substantially behind the depreciable lives being used for 
tax purposes. How high is too high? This also will be spelled 
out in the ruling. 
For a business which shifts its depreciation timetables only 
to, but not below, the new guideline standards, a long period of 
time will be allowed before use of the guidelines will be 
challenged. Only if its depreciation reserve ratio: proves it 
is not, in fact, replacing equipment as rapidly as it claims for 
tax purposes, will any question be raised by Internal Revenue. 
If a business can demonstrate that it is moving toward replacement 
practices in keeping with its use of the new guidelines, it may be 
allowed the length of an entire replacement cycle to actually 
reach that schedule. The fact that such a shift toward more 
rapid replacement policy is under way will have to be demonstrated, 
however, within a few years. 
For those who wish to move for the first time below the 
new guidelines, or to reduce further an already below-guideline 
schedule, a look at the current depreciation reserve ratio will 
indicate immediately whether Internal Revenue might question 
this change on audit. In some such cases, a move toward shorter 
depreciable lives may nevertheless be permitted, despite the 
fact that the reserve ratio test would seem to indicate the shift 
is not warranted. Such a decision would, of -course, be a matter 
of judgement on the part of the Internal Revenue Service, 
although certain additional criteria for exceptional treatment 
will be developed. But note that our one probable resort to 
standards other than those specified in the rulings can work only 
in favor of the taxpayer. 
We believe that our new guidelines and rulings will greatly 
diminish the area of dispute between taxpayers and the government 
over depreciation. 
But this is not all. In the future, whenever application 
of the reserve ratio test Indicates that a business should be 
shifted to the use of. longer depreciable lives, there will be 
no penalty attached. The lives will be lengthened only to 
correspond to the actual replacement practices of that business. 
"Penalty rates" will become only an unpleasant memory. 
Our new depreciation guidelines will also be vastly simpler 
than those set forth in Bulletin F. In place of the more than 
5,000 individual items of plant and equipment presently listed 
in Bulletin F, there will be substituted broad categories of 
assets for which an average life will be prescribed. Taxpayers 
may, if they wish, shift their own depreciation accounts to 
conform to the categories set forth in the new guidelines, but they will not be required to do this. So long as the taxpayer's 
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overall depreciation account is in conformity with the guideline 
life established for that class of assets, the Individual item 
lives used by the taxpayer will remain unchallenged. 

This move to a broad category approach to depreciation 
will also, we believe, eliminate controversy between Internal 
Revenue and business taxpayers. The class approach we are 
working on is designed for simplicity. For most industries, a 
single class life will be established covering all machinery 
and equipment used in production. Items in general use, such as 
office equipment and furnishings, automobiles and trucks, will 
be covered in separate guideline classes to be used by all 
industries. 
Buildings are a special case. As you are aware, the tax 
bill now pending before the Congress contains a section 
providing for correct tax treatment, as ordinary income, of 
gains realized on the sale of depreciable machinery and equipment. 
By closing the existing loophole in taxation of these gains, the 
legislation provides the safeguards necessary to permit our 
planned shift to more liberal and flexible treatment of 
depreciation of such property. But the legislation does not, 
at present, contain a similar provision applicable to\________ 
buildings. I would be less than candid, therefore, if I did not 
^ell you that we are not now contemplating a revision of 
Bulletin F so far as buildings are concerned. If, however, the 
Congress enacts legislation closing existing loopholes in the 
tax treatment of depreciable real estate, Bulletin F revisions 
covering buildings will follow. 
Our depreciation revision as a whole will, indeed be 
meaningful to American industry and to the entire American 
economy. Can anyone any longer doubt this? 
Depreciation revision has proved to be a monumental task — 
requiring long hours of work over a period of many months on 
the part of the most skilled economists, lawyers, engineers and 
accountants at the command of the Treasury and the Internal 
Revenue Service. It also, as many of you know at first hand, is 
requiring numberless consultations with industry technicians and 
management. 
But we will not consider the job done when we have published 
our new guidelines and rulings. We know that in such an enormous 
undertaking, some errors of fact or judgement are perhaps 
inevitable — and we will be responsive to industries or taxpayers 
who demonstrate the existence of such errors. 
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In addition, depreciation reform is, almost by definition, 
ak job which is never done once and for all. These new standards 
will indeed — and for the first time — take into account not 
only past but anticipated obsolescence. But what about the 
technological breakthroughs which lie just beyond the ones we 
can now glimpse over the horizon? We do not know what they will 
be — but we do know that they will be. Periodic review and 
revision of our guidelines will, therefore, be essential if our 
depreciation policies are to keep pace with the changing world. 
Such review and revision is planned, for we must never again 
allow our tax practices to fall behind our industrial practices. 

oOo 
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The Secretary will return to New York the 19th of Maŷ  anci 

go the following day to^Philadephia, wherehe.is to ^peak ahd^ 

receive an honorary degree at the commencement exercises of the 
•v. 

University of Pennsylvania on the morning of Monday, May 21. 
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date, not only on what we are doing to promote our growth at home 

in an environment of fiscal and financial stability, but on our 

efforts and progress to achieve equilibrium in our balance of 

payments. In the field of balance of payments, the measures that 

we take ourselves must be complemented by the cooperative action 

of the surplus countries in order to ensure the smooth functioning 

of the international monetary system. It is the role of our 

friends abroad that I particularly want to discuss at these 

meetings." 

The Secretary will be accompanied to Rome by Mrs. Dillon, 

and by Dixon Donnelley, Assistant to the Secretary for Public 

Affairs; Charles Sullivan, Special Assistant to the Secretary; 

__ George *. Willis, Director, OffioeVof-fiiteinat 
Theodore Eliot, Jr., Special Assistant to the Secretary j/Mrs. ^aa 

Dorothy de Borchgrave, Confidential Assistant to the Secretary; 

and by Earl C. Cocke, Jr., United States Alternate Executive 

Director of the International Bank for Reconstruction and 

Development. Mr. Dillon will be joined in London by Robert V. 

Roosa, Under Secretary of Treasury for Monetary Affairs. 
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FOR RELEASE A.M. NEWSPAPERS 

SATURDAY, MAY 12, 1962 

SECRETARY DILLON TO ATTEND MONETARY CONFERENCE 

Secretary of Treasury Douglas Dillon will leave New York on 
i 

Saturday, May 12, at 10:00 A.M. to attend the annual monetary 

conference of the American Bankers Association in Rome from 

May 15 to 18. 

I Wo doys 
En route, the Secretary will spend the weekend in London, 

where he will confer with United States representatives and 

meet informally with British financial officials. 

Mr. Dillon will address the closing luncheon of the 

American Bankers Association monetary conference on May 18. 

Prior to his departure for Rome, the Secretary issued the 

following statement: "The Monetary Conference of the American 

Bankers Association will give me an opportunity to meet and talk 

with financial people from the various European centers who will 

be in Rome, and to get first-hand, from members of the European 

private financial community, their views on current developments. 

"It will also give me an opportunity to bring them up to 

- H(r 



TREASURY DEPARTMENT 

WASHINGTON, D.C. 

May 11, 1962 

FOR RELEASE A.M. NEWSPAPERS 
SATURDAY, MAY 12, 1962 

SECRETARY DILLON TO ATTEND MONETARY CONFERENCE 

Secretary of the Treasury Douglas Dillon will leave New York on 
Saturday, May 12, at 10:00 A.M. to attend the Annual Monetary 
Conference of the American Bankers Association in Rome from 
May 15 to 18. 
En route, the Secretary will spend two days in London, where 
he will confer with United States representatives and meet 
informally with British financial officials. 

Mr. Dillon will address the closing luncheon of the American 
Bankers Association Monetary Conference on May 18. 

Prior to his departure for Rome, the Secretary issued the 
following statement: "The Monetary Conference of the American 
Bankers Association will give me an opportunity to meet and talk 
with financial people from the various European centers who will 
be in Rome, and to get first-hand, from members of the European 
private financial community, their views on current developments. 
"It will also give me an opportunity to bring them up to 
date, not only on what we are doing to promote our growth at home 
in an environment of fiscal and financial stability, but on our 
efforts and progress to achieve equilibrium in our balance of 
payments. In the field of balance of payments, the measures that 
we take ourselves must be complemented by the cooperative action 
of the surplus countries in order to ensure the smooth functioning 
of the international monetary system. It Is the role of our 
friends abroad that I particularly want to discuss at these meetings." 
The Secretary will be accompanied to Rome by Mrs. Dillon, 
and by Dixon Donnelley, Assistant to the Secretary for Public 
Affairs; Charles A. Sullivan, Special Assistant to the Secretary; 
Theodore L. Eliot, Jr., Special Assistant to the Secretary; 
George H. Willis, Director, Office of International Finance; 
Dorothy deBorchgrave, Confidential Assistant to the Secretary; and 
by Earl C. Cocke, Jr., United States Alternate Executive Director 
of the International Bank for Reconstruction and Development. 
Mr. Dillon will be joined in London by Robert V. Roosa, Under 
Secretary of the Treasury for Monetary Affairs. 
The Secretary will return to New York the 19th of May. 
D-486 
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TREASURY DEPARTMENf 

May 14, 1962 

ITCT.MSE k. M. NEWSPAPERS, Tuesday May 1$, 1962, 

RESULTS OF TREASURY'S WEEKLY BILL OFFERING 

The Treasury Department announced last evening that the tenders for two series of 
Jiry bills, one series to be an additional issue of the bills dated February 13, 1962, 
the?other series to be dated May 17, 1962, which wre offered on May 9, were opened at 
Federal Lsera Banks on May la. Tenders\ere invited for $1,200,000,000, or thereabout 
91-day bilia and for $600,000,000, or thereabouts, of 182-day bills* The details of the 
series are as follows s 

SE OF ACCEPTED 914day Treasury bills s 182-day Treasury bills 
PETITIVE BIDSs maturing August 16, 1962 % maturing November 15, 1962 _ 

— Approx. Equiv. : Approx. Equiv. 
Price Annual Rate § Price Annual Rate 

High 99.337 2.623$ s 98-620 a/ 2,730$ 
Low 99.329 2.655$ s 98.606 2.75?$ 
Average 99.331 2.646$ 1/ s 98,613 2*744$ 2/ 

a/ Excepting one tender of $100,000 
35 percent of the amount of 91-day bills bid for at the low price was accepted 
51 percent of the amount of 182-day bills bid for at the low price was accepted 

& TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS? 

[strict Applied For Accepted : Applied For _ Accepted 
Dston $24,727,000 $~~ lh$lW^0OQ s $ 11,313,000 * 11,100,000 
3wYork 1,646,543,000 854,543,000 : 909,351,000 458,911,000 
hiladelphia 30,524,000 15,524,000 * 9,270,000 4,270,000 
Leveland 24,114,000 24,114,000 s 27,110,000 11,856,000 
Lchmond 12,229,000 12,229,000 * 2,717,000 2,470,000 
blanta 25,711,000 22,581,000 s 9,353,000 9,003,000 
licag° 240,648,000 128,348,000 ! 100,347,000 62,857,000 
'• L o u i s 30,309,000 23,984,000 s 7,630,000 5,630,000 
Jineapolis 18,421,000 12,921,000 * 6,284,000 5,3_4,OOQ 
insas City 46,958,000 35,883,000 * 16,360,000 11,331,000 
ai*s 15,787,000 15,587,000 * 4,314,000 4,114,000 
in Francisco' 65,011,000 39,806,000 s 34,673,000 13,183,000 

TOTALS $2,180,982,000 $1,200,247,000 b/ $1,138,722,000 $600,039,000 c/ 

includes $221,105,000 noncompetitive tenders accepted at the average price of 99.331 
ncludes $60,363,000 noncompetitive tenders accepted at the average price of 98.613 
h a coupon issue of the same length and for the same amount invested, the return on 
these bills would provide yields of 2.70$, for the 91-day bills, and 2.82$, 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 period to the actual number of days in the period, with semiannual 
compounding if more than one coupon period is involved. 

87 



* 2 -

a for 3*5/8$ lofces of Series B-XS66 12 

Federal Reserve 
District 

lew York 

Cleveland 
Richmond 
Atlanta 

St. Louis 
Minneapolis 
Kansas City 
juajLjas 
San Francisco 
Treasury 

3$ Ctfs., 
Series A-1962 
mmiinnIIIIIIIIIIWIKHIII i immmmmmmmmmmm 

$ 47,494,000 
401,174,000 
27,572,000 
114,277,000 
19,629,000 
29,482,000 
174,004,000 
13,402,000 
25,686,000 
41,866,000 
36,744,000 
1H,917,000 
2,628,000 

Striae B»1962 

$ 67,964,000 
382,160,000 
10,173,000 
91,658,000 
17,827,000 
18,463,000 
97,696,000 
21,169,000 
20,055,000 
29,504,000 
22,164,000 
53,020,000 

918,000 
•mi 1 luniinnuft •!'•' 

2-l/4# Bonds 
of 6/15/62 

$ 16,447,000 
717,627,000 
13,548,000 
26,769,000 
10,183,000 
20,889,000 

167,351,000 
18,254,000 
17,216,000 
28,757,000 
35,262,000 
65,167,000 

769,000 

Total for 
B-1966 Notes 

$ 131,908,Q 
1,591,661,0 

60,293,0 
232,704,0 
47,631,0 
63,334,0 
439,051,01 
52,825,0* 
62,957,01 
99,927,01 
92,170,01 
230,104|0( 
4,31S,« 

Total $1,155,875,000 $842,271,000 $1,136,239,000 $3,1H,385,0< 

Exchanges for 3*7/8$ Bonds of 1971 

Federal Reserve 
District 

New Xork 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 
Treasury 

Total 

3$ Ctfs., 
Series A»1962 

$ 4,096,000 
305,127,000 
4,472,000 
9,533,000 
6,167,000 
14,359,000 
70,057,000 
1,741,000 
10,360,000 
7,844,000 

10,596,000 
12,634,000 

Series B*1962 

$ 13,501,000 
168,805,000 
10,218,000 
7,484,000 
1,776,000 
10,962,000 
22,624,000 
9,019,000 
16,906,000 
12,379,000 
3,493,000 
6,468,000 

58,000 

1464,906,000 $233,673,000 

2 
Of 6 

$ 5,457,000 
281,706,500 
10,715,500 
19,782,000 
4,204,500 
3,751,500 
38,632,000 
7,242,000 
5,079,000 
10,072,000 
2,522,500 
64,946,000 
1,325,500 

Total for 
Bonds of 197] 

$ 23,O54,0( 
755,638,3 
_0,&v<),i3\ 

36,799,0{ 
12,147,5< 
29,072,8 
139,313,01 
18,OG2,0( 
32,345,<X 
3O,295,0( 
16,611,5( 
84,048,01 
1,361,1 

M i i i iif. nil -IITIIIIW 

$455,434,000 $1,204,093,0 

Maturing Issues 

3$ Ctf8», A*1962 
4$ Notes, E-I962 
Zff, Bonds of 6/15/62 

Total 

Eligible for Exchange For Cash Redemption 

Pttblicly Heia Banks and Govern
ment Account© 

In millions) 

$3,823 
2,069 
o,&ft f 

$9,439 

142 
416 

$2,244 

% of Total f> o 
Outstanding Holdings 

2.6 
7.5 
11*9 

7.2 



FQ& B0__0IAT1 RStSASS 

8TJB6CRIPTI0N FIGURES FOR CURRENT EXCHAl̂ GE OFFERING 

The results of the Treasury's current exchange offering of 

3-1/4$ certificates of indebtedness dated May 15, 1962, maturing May 15, 1963, 
3*5/3$ notes dated May 15, 1962, maturing February 15, 1966, and 
3*7/8$ bonds of 1971 dated Miy 15, 1962, maturing November 15, 1071, 

are summarized in the following tables* 

Eligible 
tor Exchange 

i in iimmmm,n liiin.,1 i mill I.IIIHI.IIIIIIIIIIIIIIIIUDIII il nil n i llunilili 11.mi.lH MI 

Exchanged For 
-1/4$ 5*5/8$ 3*7/8$ 

Ctfs. lotes 

War Cash 

• j ^ a g l l i n III . . i n mil , 

tin s&iixon—j 

$5,307 $1,136 
--'929 842 
1,949 1,136 

mi. life mil mil .iiiiw.fi.i.w...., . 

Bonds 
mtumtm 

Total 

3# Ctf©., A*1962 
%& Rotes, S-19S2 
2 ^ Bonos of 6/15/62 

Total 

5,509 
2,211 

465 
284 

WMRUM_W 

'•f &• 

$11,683 

$ 5,408 
2,055 
3,540 

$101 
136 
423 

1,685 $3,114 $1,204 $11,003 

MrWMUMA 

Eacchangeg tar 3*1/4$ Certificates of 
mm .••MmmmmmSSmmmmo.^mK mi n. nm i mnMimmmmmmmmmmymmmmmmmim mi H HI 

rS§ B-1963 

Federal Reserve 
District 

Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chieago 
St. Louis 
Minneapolis 
Kansas City 
Bellas 
San Francisco 
Treasury 

Total 

3$ Ctfs-, 
Series A-1962 

$ 86,888,000 
2,713,312,000 

85,230,000 
57,745,000 
24,054,000 
65,448,000 
301,287,000 
70,800,000 
20,204,000 
84,232,000 
38,658,000 
248,243,000 
7,89#jQQQ 

M—.«l.,»ll»lll »niiiffilli Hiuillllll'lllllll III III II'm 

>, 2*1/4$ Bonds 
Series 1*1982 of $/%$/&% 
•• <m„mmt^mmmmmmmmmmmmmmmm .MMipiiMMMMMwmMMMHai 

$ 40,702,000 
507,625,000 
22,006,000 
56,497,000 
18,106,000 
23,468,000 
93,557,000 
33,579,000 
13,015,000 
25,765,000 
17,250,000 
70,993,000 
2,201,000 

I 27,677,000 
1,540,306,000 

22,324,000 
62,864,000 
25,064,000 
3f,568,000 
189,579,000 
30,101,000 
15,555,000 
63,842,000 
52,57**000 
102,295,000 
1,412,000 

134 
48 
173 
88 
421 

Total tor 
B-I963 gtfjk 

m m — m m w ^ W W 

$ 155 
4,566 
129 
177 
65 
128 

10M 
224,̂  

91 

531^ 

$3,806,800,000 $928,762,000 $1,949,165,000 $6,684,727,81 



TREASURY DEPARTMENT 
)0 

R IMMEDIATE RELEASE 

WASHINGTON, D.C. 
May 15, 1962 

SUBSCRIPTION FIGURES FOR CURRENT EXCHANGE OFFERING 

The results of the Treasury's current exchange offering of 

3-1/4$ certificates of indebtedness dated May 15, 1962, maturing May 15, 1963, 
3-5/8$ notes dated May 15, 1962, maturing February 15, 1966, and 
3-7/8$ bonds of 1971 dated May 15, 1962, maturing November 15, 1971, 

e summarized in the following tables. 

Maturing Issues 

, Ctfs., A-1962 
, Notes, E-1962 
$ Bonds of 6/15/62 

Total 

deral Reserve 
strict 

ston 
w York 
iladelphia 
eve land 
chmond 
lanta 
icago 
. Louis 
nneapolis 
osas City 
Lias 
a Francisco 
sasury 

Total 

Eligible 
for Exchange 

$ 5,509 
2,211 
3,963 

$11,683 

Exchanges for 3-

3$ Ctfs., 
Series A-1962 

$ 
2 

$3; 

86,888,000 
,718,312,000 
85,230,000 
57,745,000 
24,054,000 
63,448,000 
301,287,000 
70,800,000 
20,204,000 
84,232,000 
38,658,000 
248,243,000 
7,699,000 

,806,800,000 

Exchanged For 
3-1/4$ 3-5/8$ 
Ctfs. Notes 

(In millions) 

$3,807 $1 
929 

1,949 1. 

$6,685 $3, 

,136 
842 
,136 

,114 

•1/4$ Certificates of 

4$ Notes, 
Series E-1962 

$ 40,702,000 
507,625,000 
22,006,000 
56,497,000 
16,106,000 
29,468,000 
93,557,000 
33,579,000 
13,015,000 
25,763,000 
17,250,000 
70,993,000 
2,201,000 

$928,762,000 

3-7/8$ 
Bonds Total 

$ 465 $ 5, 
284 2, 
455 3, 

$1,204 $11, 

Series B-1963 

2-1/4$ Bonds 
of 6/15/62 

$ 27,677,000 
1,340,306,000 

22,324,000 
62,864,000 
25,064,000 
35,568,000 
189,579,000 
30,101,000 
15,555,000 
63,842,000 
32,578,000 
102,295,000 
1,412,000 

$1,949,165,000 

408 
055 
540 

003 

For Cash 
Redemption 

$101 
156 
423 

$680 

Total for 
B-1963 Ctfs. 

$ 155,267,000 
4,566,243,000 
129,560,000 
177,106,000 
65,224,000 
128,484,000 
584,423,000 
134,480,000 
48,774,000 
173,837,000 
88,486,000 
421,531,000 
11,312,000 

$6,684,727,000 

-488 
(OVER) 
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sderal Reserve 
istrict 

Dston -
2W York 
liladelphia 
Leveland 
ichmond 
tlanta 
aicago 
b. Louis 
inneapolis 
ansas City 
alias 
an Francisco 
reasury 

Total 

Exchanges for 5-5/8$ Notes of Series B-1966 
123 

3$ Ctfs., 
Series A-1962 

$ 47,494,000 
491,174,000 
27,572,000 

114,277,000 
19,629,000 
29,482,000 
174,004,000 
13,402,000 
25,686,000 
41,866,000 
36,744,000 
111,917,000 
2,628,000 

4$ Notes, 
Series E-1962 

$ 67,964,000 
382,860,000! 
19,173,000 
91,658,000 
17,827,000 
18,463,000 
97,696,000 
21,169,000 
20,055,000 
29,304,000 
22,164,000 
53,020,000 

918,000 

$1,135,875,000 $842,271,000 

2-1/4$ Bonds 
of 6/15/62 

$ 16,447,000 
717,627,000 
13,548,000 
26,769,000 
10,183,000 
20,889,000 

167,351,000 
18,254,000 
17,216,000 
28,757,000 
33,262,000 
65,167,000 

769,000 

$1,136,239,000 $3,114,385,000 

Total for 
B-1966 Notes 

$ 131,905,000 
1,591,661,000 

60,293,000 
232,704,000 
47,639,000 
68,834,000 

439,051,000 
52,825,000 
62,957,000 
99,927,000 
92,170,000 
230,104,000 
4,515,000 

Exchanges for 5-7/8$ Bonds of 1971 

sderal Reserve 
Lstrict 

Dston 
2W York 
liladelphia 
Leveland 
Lchmond 
:lanta 
licago 
;. Louis 
Lnneapolis 
msas City 
illas 
tn Francisco 
:easury 

Total 

3$ Ctfs., 
Series A-1962 

$ 4,096,000 
305,127,000 
4,472,000 
9,533,000 
6,167,000 
14,359,000 
78,057,000 
1,741,000 
10,360,000 
7,844,000 

10,596,000 
12,634,000 

4$ Notes, 
Series E-1962 

$ 13,501,000 
168,805,000 
10,218,000 
7,484,000 
1,776,000 
10,962,000 
22,624,000 
9,019,000 
16,906,000 
12,379,000 
3,493,000 
6,468,000 

38,000 

2-1/4$ Bonds 
of 6/15/62 

$ 5,457,000 
281,706,500 
10,715,500 

' 19,782,000 
, 4,204,500 
3,751,500 
38,632,000 
7,242,000 
5,079,000 

10,072,000 
2,522,500 

64,946,000 
1,323,500 

$464,986,000 $283,673,000 

Total for 
Bonds of 1971 

$ 23,054,000 
755,638,500 
25,405,500 
36,799,000 
12,147,500 
29,072,500 

139,313,000 
18,002,000 
32,345,000 
30,295,000 
16,611,500 
84,048,000 
1,561,500 

$455,434,000 $1,204,093,000 

Maturing Issues 

Ctfs., A-1962 
Notes, E-1962 
Bonds of 6/15/62 

Total 

Eligible for Exchange 

Publicly Held 
Federal Reserve 
Banks and Govern-
ment Accounts 

(In millions) 

For Cash Redemption 
$ of Total $ of Public 
Outstanding Holdings 

$3,823 
2,069 
5,547 

$9,439 

$1,686 
142 
416 

$2,244 

1.8 
7.1 

10.7 

5.8 

2, 
7, 
11, 

.6 

.5 

.9 

7.2 
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Again, the contrast with the alternative proposals before 

this Committee is striking. In each case, those bills would 

provide increases, this year in excess of amounts that can be 

justified on the basis of tte national trends in productivity. 

Moreover, at the lower work levels, the increases cannot be 

justified on the basis of equity. They would, in areas of 

the country where the Federal Government is a major factor in 

local labor markets, incite competitive wage increases in private 

employment. They would provide a most unfortunate example for 

labor and private industry generally. In sum, they would not 

only throw our budget out of balance, but they would jeopardize 

the whole approach of the Administration toward encouraging 

wage restraint and price stability. They would in the end 

entail grave risks for our balance of payments — risks that 

ft FnV:;--
cannot be justified by any appeal to equity or hardships. 4»-

JEMH "fwaaag^ the &ppoQ-it4 on of _sfee^ Treasury Department .to these 

alternative bills »r_~T_tiqualifawLd. I hope that this Committee, 

in its deliberations, will.carefully consider the implications 

of the fgu_.dQ__fe set forth by the President.when he emphasized 

the importance of the Federal Government adhering firmly "to 

its own precept^ with respect to pay adjustments in the economy 

as a whole." 



The spacing of the salary increases provided for in the 

Administration bill would insure that they meet the over-all 

test of consistency with productivity gains in the whole 

private economy. (As a footnote, I should add that we have 

no reliable measure of productivity gains within Government 

itself -- although I am convinced, from my own experience 

within the Treasury, that these gains are very real. In fact, 

when I see the vast progress made in the application of electron: 

computers to our own operations, I see no reason to believe that 

gains in efficiency in Government are lagging behind those for 

other sectors of the economy.) 

There has been no Federal salary increase since July 1960. 

The increases proposed in H.R. 10480 for January 1963 would 

result in an average increase of 4.5% in Federal salaries at 

that time, equivalent to about 1-3/4% per year since the date 

of the last increase. Meanwhile, national productivity has 

been rising since 1954 at a rate of 2.6% a year; for the postwar 

period as a whole, the rise has been even greater, equivalent 

to roughly 3.0% per year. For the entire period since 1909, 

the increase has been 2.4% a year. Thus, whatever set of base 

years might be chosen, the proposed increases are well within 

the guidelines. 
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productivity, so that labor may share in the gains achieved 

through greater efficiency without bringing upward pressures 

on over-all costs. This is an essential key to the objective 

of price stability that must underlie all our efforts to /K****WX 

"restore equilibrium in our balance of payments. 

Consistent with this basic principle, the guidelines 

recognize that increases in individual wage and salary rates 

either slower or faster than the average may be appropriate in 

the interests of equity. The implication is that more rapid 

wage increases could be accommodated, within the framework of 

general price stability, in those cases where existing wage 

rates are clearly below those generally prevailing for work of 

a comparable character* 

On this basis, an upward adjustment in many Federal 

salaries could be justified immediately on the basis of wage 

scales prevailing currently in industry. In other words, the 

salary reform bill — including those changes scheduled for 

1964 and 1965 — could be considered to be in the nature of 

a correction of existing inequities, and therefore consistent 

with the stated guidelines. But that would not recognize the 

budgetary priorities emphasized by the President, nor would it pi 

vide the sort of clear and unambiguous example of restraint that 

is necessary. 



others covered in the bills, and roughly $1-3A billion for these specified 

groups and postal -workers. Each would assure a budgetary deficit -- even 

if full employment has been reached by the end of the next fiscal year. 

None is consistent with a careful appraisal of existing priorities and the 

urgent need to avoid any inflationary influences from Government spending. 

Moreover, these costs in terms of our over-all budgetary and economic 

objectives would be exacted to little end. All these bills are simply pay 

increases; none of the alternatives to the Administration^ program 

represents progress toward real salary reform; each would perpetuate 

existing maladjustments and, indeed, in many cases/ aggravate them. 

The immediate budgetary impact of these proposals is not the only 

factor to be considered. Federal salaries are a part, and a very important 

part, of the wage and price structure of this country. A program for 

Federal salary reform must be consistent — and recognized as such by all — 

with our national policy of non-inflationary wage and price behavior. 

Government must provide leadership by example. And it must avoid the sort 

of competition in labor markets that could itself bring pressures for 

upward wage adjustments by private industry. 

As you know, the Administration has developed general guidelines 

for wage and salary decisions in the private sector of the economy. These 

guidelines are based upon the fundamental principle that wage increases 

over time should remain in line with the over-all trend in national 



1 OQ 
«_ t- 'w' 

the necessity to maintain appropriate restraints on all our spending pro

grams. A shortfall of revenues at a time when the economy is operating 

below full employment, with excess industrial capacity evident, is one 

thing; a rise in Federal spending that could not be covered by prospective 

revenues, even with the economy approaching full employment, is quite 

another. 

There is only one way to insure that the Federal budget does not 

contribute to a rude awakening of inflationary forces in coming months. 

We must recognize that our resources are not unlimited; priorities must be 

established between spending programs; and those priorities must be main

tained. Demands upon Government are great — missile programs, space 

research^ urban renewal, manpower restraining, revival of sick mass transit 

systems, and many other needs are crowding in upon us. All of these — 

and salary adjustments too — must be spaced out in proper sequence 

against the resources available to meet them. The President's budget, 

and within that context the proposed salary reforms, recognize these 

constraints; we can be oblivious to them only at our peril. 

These budgetary constraints are not recognized in the large^number 

of other pay raise bills now before this Committee. H.R. 97^+0, for example, 

would provide a large across-the-board increase in salaries; all would 

require that the increases proposed in them be effective immediately upon 

enactment or even retroactivelyj and wi&k/little or no allowance for existing 

differentials between Government and private pay at different levels of 

responsibility. The least expensive of these bills would cost about 

$1 billion in fiscal 19&3 for employees under the Classification Act and 
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total cost of approximately $1 billion on an annual basis. 

We cannot provide the salary scales that are necessary for 

any less. But natjDher can we make up for past neglect in 

one jump, and still fit the adjustments within our current 

budgetary program. For that reason, the full impact of the 

reform bill on the budget will be deferred until fiscal 1966. 

The cost in fiscal 1963 will be limited to only $224 million, 

with the first increases not to become effective until January 

of next year. 

The increase proposed for the coming fiscal year was 

developed within the context of the budget submitted to the 

Congress in January. That budget pointed toward a narrow 

balance, based on assumptions that the economy and Federal 

revenues would continue to grow in a favorable manner. If the 

economy expands in line with our projections at that time, 

and if expenditures are held to the amount estimated, that 

balance can be achieved. If business activity is less buoyant 

than expected, the balance will, of course, be threatened. 

But these inevitable uncertainties over the precise economic 

and revenue outlook provide no release from —-—————^^ 
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for productive investment within a context of over-all price 

stability. As you know, the Administration has in place and 

underway a wide variety of programs to meet these challenges -

depreciation reform and a related investment credit, a far-

flung export drive, an increased sharing of the burdens of 

defense by our allies, tying of a larger proportion of our 

economic aid to American exports, and others. But in the end, 

these programs will be successful only as Government, business, 

and labor alike willingly accept the disciplines, imprwad. 
A 

We must, in the last analysis, be able to produce goods 

and services at attractive prices. Only then will we be 

able to compete successfully in world markets and achieve 

the larger trade surplus that is necessary for all our success. 

That is why we must place so much emphasis on price stability 

in this critical period. To achieve that stability, it is 

imperative that we exercise restraint in shaping our wage 

and price policies, jsuad J[t is equally imperative that we avoid 

potentialbfinflationary spending policies in shaping the Federal 

budget. 

It is these factors that have dictated that Federal pay 

reform be spaced out gradually over a three-year period. When 

fully effective, the proposed salary increases will entail a 
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"The substantial costs necessarily involved in achieving 

this pay reform make it especially important that these im

provements in our pay systems take absolute priority over 

general percentage or dollar increases of the kind we have 

seê vin the past - increases which make little if any con

tribution to efficiency or economy in Government." 
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-̂ f~The full remarks of the President concerning the timing 

and cost of the Administration proposal in his Jflessage of 

February 20 are as follows: 

"It is important for the Federal Government to adhere 

to its own precepts with respect to pay adjustments in 

the economy as a whole. Because of the salary lag that 

has developed over the past 17 years, full correction of 

the accrued inequities in 1 year would be unwise, involv

ing the substantial cost of more than $1 billion. This 

cost would come at a time when heavy budgetary demands 

have been placed upon us to meet great national security 

needs, and when the Government is urging private labor and 

management to exercise self-restraint to avoid the creation 

of inflationary pressures. Therefore, to reduce the im

pact in any one year on the affected $10 billion Federal 

payroll, where each 1-percent increase costs $100 million, 

the plan that I recommend provides that the full 10 percent 

be distributed over three annual stages, beginning pro

spectively on January 1, 1963. The increase scheduled to 

take effect next year is clearly well within the national 

average productivity increase (in the private sector) 

which has taken place since the last Federal pay increase 

in July of 1960. 
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alike. The nature and timing of the reforms proposed by 

the Administration meet these criteria, so vital to all our 

efforts to spur growth at home, to maintain price stability, 

and to achieve a balance in our international accounts. This 

is not primarily a pay increase bill, but rather a structural 

reform designed to meet the continuing requirements of effec

tive public administration. Inequities in Federal pay are 

apparent today, and their correction will entail a substantial 

cost. But, as the President stated, "full correction of the aca 

inequities in &&e year would be unwise . . .at a. time when heavy 

budgetary demands have been placed upon us to meet great national 

security needs, and when the Government is urging private labor 

and management to exercise self-restraint to avoid the creation 

_t> 
of inflationary pressures." It is this need for budgetary re

straint, and the need for any salary proposals to conform -

clearly and unambiguously - to non-inflationary wage guidelines 

developed for private industry, that must, in the last analysis, 

provide the benchmarks for testing the wisdom of any pay increasi 

in the circumstances of today. 

I need not review here the urgency of the balance of pay

ments problem before this country, nor the critical importance 

of speeding our growth and providing a more favorable climate 
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/ 
are frustrated in whole or in part by -̂our inability to offer 
salaries approaching those that can be obtained elsewhere. 

The Federal Government can never expect to provide salaries 

for its top staff personnel fully equal to those paid for com

parable responsibilities in private life. The Administra

tion's salary proposals would not accomplish this and, indeed, 

I do not believe they should. Such factors as devotion to 

public service, and enthusiasm for working on the most vital 

problems confronting the Nation, must always be a significant 

part of the attraction and rewards for Government service 

at those levels. Nevertheless, the discrepancies between 

salaries in private enterprise and in the Government cannot be 

allowed to become as great as they are today without doing 

serious and almost irreparable damage to the quality of our 

Federal staff. The Administration's proposal will bring a 

reasonable and satisfactory solution to this problem within 

the limitations of sound budgetary and economic policies. 

The President, in his own message to you of February 20, 

stressed that any adjustments in Federal salary scales at 

this time must recognize the urgent need to exert conscious 

restraint over the level of Federal expenditures and over 

wage and salary costs, in Government and private industry 
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determining their comparability with private industry, the 

development of a "pay line" and its extension to the higher 

grades and to statutory systems outside of the Classification 

Act, the plan for periodic review on the basis of similar sur

veys conducted annually, and all the rest. 

The chief purpose of my appearance before you is to pro-

vide you with*views of the Treasury Department as to the fiscal 

and general economic impact of the salary reform proposals. 

Others who have testified and will testify are much more 

conversant with the full range of problems resulting from 

the existing Federal pay scales, including the difficulties 

in obtaining - and keeping - personnel competent to deal with 

the complex problems confronting the Government today, par

ticularly at the higher salary grades. 

Without going into detail, however, I would like to con

firm that our own experience in the Treasury Department supports 

the general conclusions expressed to you by Chairman Macy, 

Deputy Budget Director Staats, and other spokesmen for the 

Administration, as to the vital need for correction in the 

Federal pay structure. We have found repeatedly that our 

efforts to bolster our -p_*e_^_*sab©¥ral staff with able men from 

business and the professions, and from universities as well, 
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Mr. Chairman and Members of the Committee: 

I am happy to appear before you today in support of H.R. 

10480, "The Federal Salary Reform Bill", which has been recom

mended to the Congress by the President. 

This legislation will go a long way toward rectifying the 

most serious deficiencies in Federal salary scales today. 

At the same time, it fully recognizes the priorities imposed 

by our budgetary and economic situation, and provides only 

those pay adjustments essential for the efficient and effective 

conduct of Government. It is the considered view of the 

Treasury Department that these priorities are not recognized 

by any one of several other proposals currently before this 

Committee, each of which would provide sizable increases at 

all levels of the Federal salary scale, fully effective immed-

iately or even retroactively. Enactment of*one of these al

ternative measures would, in our view, be contrary to sound 

economic and financial policy, aad-HH^-we_4rd--perpetuafce—and, 

4n--oomo caoco, aggravate—£he maladjustments -^-h^t-^th^-^_crribn±-

stration's proposal is—designed to remedy. 

Others testifying before this Committee have reviewed 

in detail the proposals in H.R. 10480 - the internal con

sistency of the proposed salary scales and the method of 

7l<v"1 
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Mr. Chairman and Members of the Committee: 

I am happy to appear before you today in support of H.R. 

10480, "The Federal Salary Reform Bill", which has been recommended 

to the Congress by the President. 

This legislation will go a long way toward rectifying the 

most serious deficiencies in Federal salary scales today. 

At the same time, it fully recognizes the priorities imposed by 

our budgetary and economic situation, and provides only those pay 

adjustments essential for the efficient and effective conduct of 

Government. It is the considered view of the Treasury Department 

that these priorities are not recognized by any one of several 

other proposals currently before this Committee, each of which 

would provide sizable increases at all levels of the Federal 

salary scale, fully effective immediately or even retroactively. 

Enactment of any one of these alternative measures would, in our 

view, be contrary to sound economic and financial policy. 

Others testifying before this Committee have reviewed in 

detail the proposals in H.R. 10480 -- the internal consistency 

of the proposed salary scales and the method of determining their 

comparability with private industry, the development of a "pay line" 

1 1Q 
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and its extension to the higher grades and to statutory systems 

outside of the Classification Act, the plan for periodic review 

on the basis of similar surveys conducted annually, and all the 

rest. 

The chief purpose of my appearance before you is to provide 

you with the views of the Treasury Department as to the fiscal 

and general economic impact of the salary reform proposals. 

Others who have testified and will testify are much more conversant 

with the full range of problems resulting from the existing 

Federal pay scales, including the difficulties in obtaining — 

and keeping; — personnel competent to deal with the complex 

problems confronting the Government today, particularly at the 

higher salary grades. 

Without going into detail, however, I would like to confirm 

that our own experience in the Treasury Department supports 

the general conclusions expressed to you by Chairman Macy, 

Deputy Budget director Staats, and other spokesmen for the 

Administration, as to the vital need for correction in the Federal 

pay structure. We have found repeatedly that our efforts to. 

bolster our staff with able men from business and the professions, 

and from universities as well, are frustrated In whole or in part 

by our inability to offer salaries approaching those that can be 

obtained elsewhere. 

The Federal Government can never expect to provide salaries 

for Its top staff personnel fully equal to those paid for 

comparable responsibilities in private life. The Administration's 
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salary proposals would not accomplish this and, indeed, I do not 

believe they should. Such factors as devotion to public service, 

and enthusiasm for working on the most vital problems confronting 

the Nation, must always be a significant part of the attraction 

and rewards for Government service at those levels. Nevertheless, 

the discrepancies between salaries in private enterprise and in 

the Government cannot be allowed to become as great as they are 

today without doing serious and almost irreparable damage to the 

quality of our Federal staff. The Administration's proposal will 

bring a reasonable and satisfactory solution to this problem 

within the limitations of sound budgetary and economic policies. 

The President, in his own message to you of February 20, 

stressed that any adjustments in Federal salary scales at 

this time must recognize the urgent need to exert conscious 

restraint over the level of Federal expenditures and over wage 

and salary costs, in Government and private industry alike. The 

nature and timing of the reforms proposed by the Administration 

meet these criteria, so vital to all our efforts to spur growth 

at home, to maintain price stability, and to achieve a balance 

in our international accounts. 

This is not primarily a pay increase bill, but rather a 

structural reform designed to meet the continuing requirements 

of.effective public administration. Inequities in Federal pay 

are apparent today, and their correction will entail a substantial 

cost. But, as the President stated, "full correction of the 
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accrued inequities in 1 year would be unwise . . . at a time when 

heavy budgetary demands have been placed upon us to meet great 

national security needs, and when the Government is urging private 

labor and management to exercise self-restraint to avoid the 

v 
creation of inflationary pressures." It is this need for 
budgetary restraint, and the need for any salary proposals to 
conform — clearly and unambiguously — to non-inflationary wage 

guidelines developed for private Industry, that must, in the last 

analysis, provide the benchmarks for testing the wisdom of any 

pay increase proposed in the circumstances of today. 

*/ The full remarks of the President concerning the timing and 
cost of the Administration proposal in his Message of February 20 
are as follows: 

"It is important for the Federal Government to adhere 
to its own precepts with respect to pay adjustments in 
the economy as a whole. Because of the salary lag that 
has developed over the p.ast 17 years, full correction of 
the accrued inequities in 1 year would be unwise, involving 
the substantial cost of more than $1 billion.. This 
cost would come at a time when heavy budgetary demands 
have been placed upon us to meet great national security 
needs, and when the Government is urging private labor 
and management to exercise self-restraint to avoid the 
creation of inflationary pressures. Therefore, to reduce 
the impact in any one year on the affected $10 billion . 
Federal payroll, where each 1-percent increase costs 
$100 million, the plan that I recommend provides that the 
full 10 percent be distributed over three annual stages, 
beginning prospectively on January 1, 1963. The increase 
scheduled to take effect next year Is clearly well within 
the national average productivity increase (in the private 
sector) which has taken place since the last Federal pay 
Increase in July of i960. 

"The substantial costs necessarily involved in 
achieving this pay reform make it especially important 
that these Improvements in our pay systems take absolute 
priority over general percentage or dollar increases of 
the kind we have seen in the past -- increases which make 
little if any contribution to efficiency or economy in Government." 
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I need not review here the urgency of the balance of payments 

problem before this country, nor the critical importance of 

speeding our growth and providing a more favorable climate for 

productive investment within a context of over-all price 

stability. As you know, the Administration has in place and 

underway a wide variety of programs to meet these challenges — 

depreciation reform and a related investment credit, a far-flung 

export drive, an increased sharing of the burdens of defense by 

our allies, tying of a larger proportion of our economic aid to 

American exports, and others. But in the end, these programs 

will be successful only as Government, business, and labor alike 

willingly aceept the needed disciplines. 

We must, in the last analysis, be able to produce goods, 

and services at attractice prices. Only then will we be able to 

compete successfully in world markets and achieve the larger 

trade surplus that is necessary for all our success. That is why 

we must place so much emphasis on price stability in this critical 

period. To achieve that stability, it is Imperative that we 

exercise restraint in shaping our wage and price policies. It 

is equally imperative that we avoid potentially Inflationary 

spending policies in shaping the Federal budget. 

It is these factors that have dictated that Federal pay 

reform be spaced out gradually over a three-year period. When 

fully effective, the proposed salary increases will entail a 

total cost of approximately $1 billion on an annual basis. We 

cannot provide the salary scales that are necessary for any less. 
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But neither can we make up for past neglect in one jump, and still 

fit the adjustments within our currentjbudgetary program. For 

that reason, the full impact of the reform bill on the budget will 

be deferred until fiscal 1966. The cost in fiscal 1963 will be 

limited to only $224 million, with the first increases not to 

become effective until January of next year. 

The increase proposed for the coming fiscal year was 

developed within the context of the budget submitted to the 

Congress in January. That budget pointed toward a narrow balance, 

based on assumptions that the economy and Federal revenues would 

continue to grow in a favorable manner. If the economy expands 

in line with our projections at that time, and if expenditures 

are held to the amount estimated, that balance can be achieved. 

If business activity is less buoyant than expected, the balance 

will, of course, be threatened. But these Inevitable 

uncertainties over the precise economic and revenue outlook 

provide no release from the necessity to maintain appropriate 

restraints on all our spending programs. A shortfall of revenues 

at a time when the economy is operating below full employment, 

with excess industrial capacity evident, is one thing; a rise In 

Federal spending that could not be covered by prospective revenues, 

even with the economy approaching full employment, is quite another. 

There is only one way to insure that the Federal budget does 

not contribute to a rude awakening of inflationary forces in 

coming months. We must recognize that our resources are not 



unlimited; priorities must be established between spending programs; 

and those priorities must be maintained. Demands upon Government 

are great — missile programs, space research, urban renewal, 

manpower retraining, revival of sick mass transit systems, and 

many other needs are crowding in upon us. All of these — and 

salary adjustments too — must be spaced out in proper sequence 

against the resources available to meet them. The President's 

budget, and within that context the proposed salary reforms, 

recognize these constraints; we can be oblivious to them only at 

our peril. 

These budgetary constraints are not recognized In the large 

number of other pay raise bills now before this Committee. 

H.R. 97^0, for example, would provide a large across-the-board 

increase, in salaries; all would require that the increases 

proposed in them be effective immediately upon enactment or even 

retroactively; and they make little or no allowance for existing 

differentials between Government and private pay at different 

levels of responsibility. The least expensive of these bills 

would cost about $1 billion in fiscal 1963 for employees under 

the Classification Act and others covered in the bills, and 

roughly $1-3,A billion for these specified groups and postal 

workers. Each would assure a budgetary deficit -- even if full 

employment has been reached by the end of the next fiscal year. 

None is consistent with a careful appraisal of existing priorities 

and the urgent need to avoid any inflationary influences from 

Government spending. 
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Moreover, these costs in terms of our over-all budgetary and 

economic objectives would be exacted to little end. All these 

bills are simply pay increases; none of the alternatives to the 

Administration's program represent progress toward real salary 

reform; each would perpetuate existing maladjustments and, indeed, 

in many cases aggravate them. 

The Immediate budgetary Impact of these proposals is not the 

only factor to be considered. Federal salaries are a part, and 

a very important part, of the wage and price structure of this 

country. A program for Federal salary reform must be consistent — 

and recognized as such by all — with our national policy of 

non-inflationary wage and price behavior. Government must provide 

leadership by example. And it must avoid the sort of competition 

in labor markets that could Itself bring pressures for upward 

wage adjustments by private industry. 

As you know, the Administration has developed general guidelines 

for wage and salary decisions in the private sector of the 

economy. These guidelines are based upon the fundamental principle 

that wage increases over time should remain in line with the 

over-all trend in national productivity, so that labor may share 

in the gains achieved through greater efficiency without bringing 

upward pressures on over-all costs. This is an essential key 

to the objective of price stability that must underlie all our 

efforts to promote exports and restore equilibrium in our 

balance of payments. 
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Consistent with this basic principle, the guidelines 

recognize that increases in individual wage and salary rates 

either slower or faster than the average may be appropriate•in 

the interests of equity. The implication is that more rapid 

wage increases could be accommodated, within the framework of 

general price stability, in those cases where existing wage rates 

are clearly below those generally prevailing for work of a 

comparable character. 

On this basis, an upward adjustment in many Federal salaries 

could be justified immediately in terms of wage scales 

prevailing currently in industry. In other words, the salary 

reform bill — including those changes scheduled for 1964 and 

1965 — could be considered to be in the nature of a correction 

of existing inequities, and therefore consistent with the stated 

guidelines. But that would not recognize the budgetary priorities 

emphasized by the President, nor would it provide the sort of 

clear and unambiguous example of restraint that is necessary. 

The spacing of the salary increases provided for In the 

Administration bill will insure that they meet the over-all test 

of consistency with productivity gains in the whole private 

economy. (As a footnote, I should add that we have no reliable 

measure of productivity gains within Government itself -- although 

I am convinced, from my own experience within the Treasury, that 

these gains are very real. In fact, when I see the vast progress 

made in the application of electronic computers to our own 

operations, I see no reason to believe that gains in efficiency in 

Government are lagging behind those for other sectors of the economy.) 
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There has been no Federal salary increase since July i960. 

Tlie increases proposed in H.R. 10480 for January 1963 would 

result in an average increase of 4.5$ in Federal salaries at 

that time, equivalent to about 1-3/4$ per year since the date 

of the last increase. Meanwhile, national productivity has 

been rising since 1954 at a rate of 2.6$ a year; for the postwar 

period as a whole, the rise has been even greater, equivalent 

to roughly 3.0$ per year. For the entire period since 1909, 

the increase has been 2.4$ a year. Thus, whatever set of base 

years might be chosen, the proposed increases are well within 

the guidelines. 

Again, the contrast with the alternative proposals before 

this Committee is striking. In each case, those bills would 

provide increases this year in excess of amounts that can be 

justified on the basis of national trends in productivity. 

Moreover, at the lower work levels, the increases cannot be 

justified on the basis of equity. They would, in areas of the 

country where the Federal Government is a major factor in local 

labor markets, incite competitive wage increases in private 

employment. They would provide a most unfortunate example for 

labor and private industry generally. In sum, they would not 

only throw our budget out of balance, but they would jeopardize 

the whole approach of the Administration toward encouraging wage 

restraint and price stability. They would in the end entail 

grave risks for our balance of payments — risks that cannot be 

justified by any appeal to equity or hardships. 
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For these reasons, the Treasury Department is opposed to 

these alternative bills. I hope that this Committee, in its 

deliberations, will instead carefully consider the implications 

of the principle set forth by the President in his Message when 

he emphasized the importance of the Federal Government adhering 

firmly "to its own precepts with respect to pay adjustments in 

the economy as a whole." 

oOo 
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During flffirrrh 1962, market transactions in 

direct and guaranteed securities of the government 

for Treasury investment and other accounts 

resulted in net purchases by the Treasury 

Department of $10,070,430. 
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During April 1962, market transactions in 

direct and guaranteed securities of the government 

for Treasury investment and other accounts 

resulted in net purchases by the Treasury 

Department of $18,203,500. 

0O0 
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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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 (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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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 jsubmit 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. 

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 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 bills dated February 25, 1962 , ( 91 days remain-
xpljc {___£ 

ing until maturity date on August 23, 1962 ) and noncompetitive tenders for 

— 4_&fc 
$ 100,000 or less for the 183 -day bills without stated price from any one 
bidder will be accepted in full at the average price (in three decimals) of ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be made or completed at the Federal Reserve 

Banks on May 24, 1962 , in cash or other immediately available funds or 

in a like face amount of Treasury bills maturing May 24, 1962 . Cash 
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TREASURY DEPARTMENT 

Washington 

FOR IMMEDIATE RELEASE May 16, 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 $1,900,000,000 , or thereabouts, for 

cash and in exchange for Treasury bills maturing May 24, 1962 , in the amount 

of $ 1,802,351,000 , as follows: 

— P T — 
91 -day bills (to maturity date) to be issued May 24, 1962 , 

in the amount of $1,300,000,000 , or thereabouts, represent-
ing an additional amount of bills dated February 25, 1962 , 

and to mature August 25, 1962 , originally issued in the 

amount of $ 600,957,000 , the additional and original bills 

to be freely interchangeable. 

185 -day bills, for $ 600,000,000 , or thereabouts, to be dated 
"3pE_T" (12) 

May 24, 1962 , and to mature November 25, 1962 » 

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

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., Eastern^fflSdseeOctime, Monday, May 21, 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 

H9r> 



TREASURY DEPARTMENT 

WASHINGTON. D.C. "%>I>>^ 
May 16, 1962 

?0R 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 
$1,900,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing May 24, 1962, in the amount of 
$1,802,351,000, as follows: 
91-day bills (to maturity date) to be issued May 24, 1962, 
in the amount of $ 1,300,000,000, or thereabouts, representing an 
additional amount of bills dated February 23, 1962, and to 
mature August 23, 1962, originally issued in the amount of 
$600,937,000, the additional and original bills to be freely 
interchangeable. 
183 -day bills, for $ 600,000,000, or thereabouts, to be dated 
May 24, 1962, and to mature November .23, 1962. 
The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They ' 
will be issued in bearer form only, and in denominations of $1,000, 
$5,000, $10,000, $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 Daylight Saving 
time, Monday, May 21, 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 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-490-
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
February 23, 1962,(91-days remaining until maturity date on 
August 23, 1962) and noncompetitive tenders for $100,000 
or less for the 183-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 May 24, 1962, 
in cash or other immediately available funds or in a like face 
amount of Treasury bills maturing May 24, 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 life insurance companies) issued hereunde] 
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. 4l8 (current revision) and thi: notice prescribe the terms of -the Treasury bills and govern the conditions of their issue. Copies of the circular may be obtained f: any Federal Reserve Bank or Branch. 

0O0 
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The Treasury announced today that it would increase the amount 

of its offering of 3~moath Treasury bills by $100 million next week, 

bringing the total offering of 3-month bills to $1«3 billion#jd__-e 

the offering of 6-month bills will be $600 million, as has been 

customary in recent weeks;tjThis marks the first step in the Treasury's 

acquisition of funds to meet its expected seasonal requirements 

through the beginning of the next fiscal year. Decisions on whether 

or not to continue raising additional funds in this manner will be 

made from week to week, depending on conditions in the market* This 

action does not reflect any change in the Treasury's estimates of 

its over-all cash requirements. 



TREASURY DEPARTMENT 

WASHINGTON, D.C. 
1 May 16, 1962 

FOR IMMEDIATE RELEASE 

TREASURY TO INCREASE THE OFFERING ^OF 
3-MONTH BILLS BY $100 MILLION NEXT WEEK 

The Treasury announced today that It would increase 

the amount of its offering of 3-month Treasury bills by 

$100 million next week, bringing the total offering of 

3-month bills to $1.3 billion. The offering of 6-month 

bills will be $600 million, as has been customary in 

recent weeks. 

This marks the first step in the Treasury's acquisition 

of funds to meet its expected seasonal cash. - requirements 

through the beginning of the next fiscal year. Decisions 

on whether or not to continue raising additional funds in 

this manner will be made from week to week, depending on 

conditions in the market. This action does not reflect 

any change in the Treasury's estimates of Its over-all cash 

requirements, 

0O0 
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TREASURY DEPARTMENT 
WASHINGTON 

May 17, 1962 

FACT SHEET FOR THE PRESS ON ITALIAN DEBT PREPAYMENT 

Loans arising out of six agreements are covered by the arrangements 
concluded today between the Treasury Minister of Italy, Roberto 
Tremelloni and United States Treasury Secretary Douglas Dillon, for 
prepayment of $178.6 million of Italy's outstanding indebtedness to the 
United States. 

Three of the six loans involved funds which were advanced to the 
Government of Italy under the Economic Cooperation Administration and 
the Mutual Security Administration of the United States. These loans, 
for $67 million, $6 million, and $22.6 million, represented assistance 
provided as part of the t!Marshall Plan" assistance to Italy in the early 
post-war period. The remaining three loans, which are being prepaid by 
the Government of Italy, were made with the proceeds of sales of surplus 
agricultural commodities to the Government of Italy made under the auth
ority of the Agricultural Trade and Development Assistance Act of 1954, 
as amended. 
The prepayments agreed upon cover all of the loans of the United 
States to the Government of Italy arising from Marshall Plan assistance 
and proceeds of the sale of surplus agricultural commodities. 

In his letter to Minister Tremelloni Secretary Dillon stated "The 
spirit with which your Government has entered into these discussions is 
most gratifying and is further evidence of the kind of cooperation which 
is an essential factor in the strength and stability of the international 
financial system. Your ability to prepay these obligations is a reflec
tion of the sound position of the Italian economy in which you must take 
deep satisfaction and of the strength of your balance of payments 
position." 

Details of the prepayment remain to be worked out. It is expected 
that the payment will be made as of July 1, 1962. As of that date, the 
amount which the Italian government will owe to the United States on the 
three Marshall Plan loans will be $85,627,179.44. The amount of the 
obligation resulting from the loans of the proceeds of surplus agri
cultural commodity sales will be approximately $93 million. 

The prepayment arrangements do not cover Italian obligations arising 
from U. S. sales of merchant ships to Italian government or surplus pro
perty agreements concluded at the end of World War II. Italian debts to 
the U. S. government under these obligations are approximately $40 
million. 
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CURRENCIES AND MORE$ WOULD SURELY HAVE A FIRMER FOUNDATION 
THAN ONE BASED ON ARTIFICIAL DEVICES. AT THE LEAST, i„ SUGGEST, 
THERE IS FOOD FOR THOUGHT IN SUCH A POSSIBILITY -,- AND THAT, 
ALONG WITH THE EXCELLENT CUISINE, IS WHAT I HAVE UNDERSTOOD TO 
BE THE PROVOCATIVE AIM OF THESE MEETINGS, 

RE INHARDT 
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AMONG MONETARY AUTHORITIES OF THE TYPE THAT HAS BEEN SO 
SUCCESSFULLY DEVELOPED OVER THE PAST YEAR OR S0o JT IS 
CLEAR THAT THE ATTRIBUTES OF A KEY CURRENCY INVOLVE MANY 
THINGS — ITS USE IN INTERNATIONAL TRADE, ITS RELATIONSHIP 
TO GOLD ^s TH£ ULTIMATE RESERVE, THE EXISTENCE OF BROAD AND 
DEEP CAPITAL AND MONEY MARKETS. JN ALL THESE RESPECTS THE 
DOLLAR IS NOW UNIQUE, ALTHOUGH WE HOPE TO SEE FURTHER 
PROGRESS |N THE FREEING UP OF EUROPEAN MONEY AND CAPITAL 
MARKETS. &UT WHAT MAKES A CURRENCY GOOD BASICALLY (S THE 
WAY THE COUNTRY MANAGES ITS ECONOMY. ]^ERE THERE ARE A NUMBER 
OF STRONG COUNTRIES — AS THERE ARE TODAY — A PLAUSIBLE CASE 
WOULD SEEM TO EXIST FOR SOME SHARING OF THE BURDENS PLACED 
ON THE KEY CURRENCY. 

JLT MAY BE, TOO, THAT A SYSTEM SUCH AS ± HAVE OUTLINED WOULD 
BE A SENSIBLE WAY TO PROVIDE FOR ANY LARGE INCREASE IN 
LONG-RUN LIQUIDITY REQUIREMENTS. J-ONG BEFORE THERE CAN BE 
A W AGREEMENT ON ANY OF THIS, HOWEVER, THERE ARE MANY KNOTTY 
PROBLEMS THAT WILL HAVE TO BE RESOLVED BY OUR OWN POLICY 
MAKERS AND THROUGH INTERNATIONAL CONSULTATIONS — THROUGH 
THE 5ASLE SPOUP, THROUGH THE OECD, AND THROUGH THE IMF. BUT 
EXPLORATIONS ALONG THESE LINES ARE FAR PREFERABLE, IT SEEMS 
TO ME, TO THE OFTEN PROPOSED TYPES OF ACTION (INVOLVING STILL 
MORE DIFFICULT DECISIONS AND NEGOTIATIONS) THAT BASICALLY 
INVOLVE AN OATH OF ALLEGIANCE BY ALL GOVERNMENTS AND CENTRAL 
BANKS TO A SYNTHETIC CURRENCY DEVICE,, CREATED BY AN EXTRA
NATIONAL AUTHORITY BEARING NEITHER THE RESPONSIBILITIES NOR 
THE DISCIPLINES OF SOVEREIGNTY. 

QN THE OTHER HAND, A SYSTEM WHERE COUNTRIES MAINTAIN SOME 
MUTUAL HOLDINGS OF FOREIGN EXCHANGE HAS THE EXTREME 
ADVANTAGE OF USING EXISTING INSTITUTIONS AND PRACTICES,, 
WITHIN SUCH A SYSTEM THE PATTERNS OF REFERENCE ARE KNOWN 
TO ALLj NO ONE WILL BE ASKED TO DO THINGS THAT FALL OUTSIDE 
THE REALM OF HIS EXPERIENCE,, A SYSTEM ERECTED ON ESTABLISHED 

UNCLASSIFIED 
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Rec'd: MAY 16# I962 
TEST ^ Z , iQsOg PM 

FROM: ROME r * 7 

SS TO: Secretary of State MllUf;;^lr^f Pi 

NO: UNNUMBERED* MAY \6* (SECTION FOUR OF FOUR) 

PLEASE PASS; URGENTLY TO TREASURY ..FOR STEVE MANNsl NG / FROM 

p/SS ALSd lllSi'A* 

OF SHIFTS |N RESERVES AMONG OTHER CENTRAL BANKS WOULD BE 
tfFTED FROM THE^Nl^ED STATES ®OLD STOCK.,, WfTH SUCH A SYSTEM 
WE MIGHT PEHHAPS BE ABLE TO VtEW |N BETTER PERSPECTIVE OUR 
fiOLD LOSS OF THE PAST FIVE YEARS AS A BASIC AND HEALTHY REDIS
TRIBUTION OF AVAILABLE WORLD GOLD RESERVES^ A REDISTRIBUTION 
THAT HAS ADDED TO tME STRENGTH OF THE INTERNATIONAL FINANCIAL 

Q 

^ A T J_AM SUGGESTING ?!S THAT WE NEED TO BUILD FURTHER THE 
'OUTER DEFENSES AROUND THE LIQUIDITY OF THE INTERNATIONAL 
.MONETARY FUND* WHICH' WILL BE SUBSTANTIALLY AUGMENTED BY 
'THE STAMPHJW AGREEMENT 0N WHICH PROGRESS TOWARD RATfF|CAT(O.N 
tS'GOl'Nb AHEAD WITH GRATIFY(NO DESPATCH. WE NEED TO PROVIDE 
A MEANS OF FURTHER ECONOMIZING ON GOLD RESERVES, WHILE 
ENSURING THAT THE LIQUIDITY NEEDS OF OUR EXPANDING. WORLD 
ECONOMY WILL BE MET IN A MANNER CONSISTENT W|TH THE 
SOVEREIGNTY OF INDIVIDUAL COUNTRIES AND WITH HEAVY RELIANCE 
ON THE DISCIPLINE PROVIDED BY THE BALANCE OF PAYMENTS.1 

jHE NET EFFECT, IF TH)S LINE OF DEVELOPMENT SHOULD BE 
FOLLOWED, WOULD BE TO MULT I LATERAL)ZE A PART OF THE' ROLE 
PERFORMED NOW BY THE TWO KEY CURRENCIES, WITHIN A FRAMEWORK 
THAT WOULD PLACE GREAT STRESS ON STILL FURTHER COOPERATION^ 

n u n A Q Q i r l r n REPRODUCTION FROM THIS COPY IS 
UNCLA-b-U ILL) PROHIBITED UNLESS "UNCLASSIFIED" 
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OF COURSE, AND THE RELATIVE SIZE OF ANY SUCH HOLDINGS WOULD 
PRESUMABLY BE COMPARATIVELY SMALL. HOR WOULD THERE BE ANY 
LESSENING OF THE NEEDED BALANCE OF PAYMENTS DISCIPLINES UPON 
US OR UPON OTHERS. JLOR CHANGES IN OUR COMBINED RESERVES OF 
GOLD AND FOREIGN EXCHANGE^WOULD THEN BECOME AS SIGNIFICANT TO 
THE DETERMINATION OF OUR^OLI CIES AS CHANGES IN GOLD ALONE 
HAVE BEEN OVER RECENT YEAJRS. 

IF SUCH A SYSTEM WERE BOLSTERED BY SUITABLE INTERNATIONAL 
ARRANGEMENTS TO ENSURE HEADY AND ORDERLY DISTRIBUTION OF 
NEWLY-MINED GOLD INTO MONETARY RESERVES, MUCH OF THE PRESSURE 
BOTH PSYCHOLOGICAL AND REAL -- THAT ARISES FROM THE ACCIDENT 
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AVOID THEM, BUT CERTAINLY AVOID CONDITIONS THAT EXAGGERATE 
THEM. JJfcJDER PRESENT PROCEDURES, WE CANNOT BE SURE THAT GOLD 
WILL RETURN TO US WHEN WE MOVE INTO SURPLUS — AND WE MUST AND 
WILL HAVE SURPLUSES FROM TIME TO TIME. 

THIS KIND OF CONSIDERATION LEADS DIRECTLY INTO MY SECOND 
MAIN THEME — THE POTENTIAL USES OF FOREIGN EXCHANGE HOLDINGS 
BY A KEY CURRENCY COUNTRY. ,AS 1 HAD MENTIONED EARLIER, OUR 
EXCHANGE OPERATIONS TO DATE TlAVE BEEN LARGELY DICTATED BY CLEAR, 
CURRENT OPPORTUNITIES AND NEEDS. .V__ HAVE ACTED IN RESPONSE TO 
MARKET DEVELOPMENTS AND HAVE NOT SOUGHT TO BECOME PERMANENT 
AND REGULAR PARTICIPANTS IN THE MARKET FOR ANY CURRENCY. 
OUR SPOT EXCHANGE HOLDINGS — WHICH, ON THE LATEST PUBLISHED 
FIGURES WERE ABOUT $150 MILLION, BUILT UP PARTLY FROM 
BORROWING AND PARTLY FROM PURCHASES IN THE EASIER MARKETS 
THAT HAVE PREVAILED FOR SOME CURRENCIES SO FAR THIS YEAR — 
HAVE MAINLY BEEN ACQUIRED TO BACK UP OUR FORWARD SALES. BUT 
LOOKING AHEAD TO THE FUTURE, THERE MAY WELL BE GOOD REASON 
FOR MORE OR LESS CONTINUOUS HOLDING BY THE UNITED STATES OF 
SOME MODERATE AMOUNTS OF THE CONVERTIBLE EXCHANGE OF VARIOUS 
LEADING COUNTRIES. 

WHILE IT IS PREMATURE TO SEE CLEARLY WHERE WE MAY BZ HEADING 
SO FAR AS THE CURRENCY HOLDINGS OF THE UNITED SJATES ARE 
CONCERNED, IT MAY WELL TURN OUT THAT SOME CONTRIBUTION 
TOWARD RESOLVING A PART OF OUR PROBLEM MAY BE FOUND |N 
BUILDING UP — IN TIME OF SURPLUS — HOLDINGS OF OTHER 
CURRENCIES THAT ARE NOT THOUGHT OF AS RESERVE CURRENCIES 
IN THE SAME WAY THAT THE DOLLAR AND THE POUND STERLING ARE 
VIEWED. SHOULD WE DO THAT, EITHER WITH OPEN HOLDINGS OR 
THROUGH HEDGED FORWARD POSITIONS, OUR EXCHANGE HOLDINGS 
MIGHT BE ABLE SUBSEQUENTLY TO HANDLE A CONSIDERABLE PART OF THE 
NORMAL SWINGS IN PAYMENT PATTERNS, LEAVING THE GOLD RESERVES 
AVAILABLE TO COVER MORE FUNDAMENTAL AND LASTING ADJUSTMENTS. 
THERE WOULD BE NO COMMITMENT TO HOLD ANY PARTICULAR CURRENCY/ 
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DOLLAR HOLDINGS IN THE HANDS OF PRIVATE FOREIGNERS, WE MUST 
MAKE SURE THAT SPECULATIVE FORCES ARE NOT FED BY UNCERTAINTY 
ABOUT EITHER THE ABILITY OR THE DETERMINATION OF THE .UNITED 
J3TATES TO STAND FIRMLY BEHIND THE INTER-CONVERTIBILITY OF 
THE DOLLAR WITH GOLD AT THE FIXED PRICE OF $35.00 PER FINE 
OUNCE. 1 

A„CLEAR DISTINCTION HAS TO BE DRAWN --AND IT IS NOT ALWAYS 
EASY TO CONVEY THIS READILY — BETWEEN THE ABSOLUTE AND 
UNCONDITIONAL AVAILABILITY OF GOLD TO FOREIGN MONETARY 
AUTHORITIES FOR LEGITIMATE MONETARY PURPOSES AND THE 
COMPULSION ON US — IN COOPERATION WITH FOREIGN MONETARY 
AUTHORITIES — TO AVOID ANY UNNECESSARY DISPERSIONS OF THE 
_JNITED STATES GOLD RESERVE, ON WHICH OUR EXISTING INTERNATIONAL 
SYSTEM, IN THE LAST ANALYSIS, DEPENDS. XHE JJNITED STATES 
WOULD, IN FACT, BE JUST AS DERELICT IN ITS DUTY TO HELP 
SUPPORT AND SUSTAIN A GROWING AND VIABLE INTERNATIONAL 
ECONOMY IF IT FAILED TO DEFEND THE GOLD STOCK THROUGH 
IMPROVED TECHNIQUES OF MONETARY COOPERATION AS IT WOULD BE IF 
IT FAILED TO MAKE GOLD AVAILABLE TO FOREIGN MONETARY 
AUTHORITIES ON DEMAND. 

ABSOLUTION OF THE BALANCE OF PAYMENTS DEFICIT IS FUNDAMENTAL 
IF WE ARE TO WARD OFF A STEADY ATTRITION OF THE JJNITED 
JJATES GOLD STOCK. JUT, THE PROBLEM GOES EVEN BEYOND THIS. 
IHE UNITED STATES IS A READY SELLER OF GOLD ON DEMAND, BUT 
OTHER COUNTRIES ARE NOT NECESSARILY SELLERS TO US WHEN THEY 
HAVE EXCHANGE DEFICITS, PARTLY INDEED BECAUSE THE IR OWN GOLD 
RESERVE IS CUSHIONED - IN MANY CASES SUBSTANTIALLY — BY 
DOLLAR RESERVES. 

XT IS CONSEQUENTLY A MATTER OF FIRST PRIORITY FOR US TO 
DEVELOP METHODS THAT WILL MINIMIZE OUR GOLD LOSSES WHENEVER 
OUR BALANCE OF PAYMENTS SWINGS INTO DEFICIT — BY NO MEANS 
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* y 10J09 PM 
FROM: ROME 

TO: Secretary of State __a^a 

NO: UNNUMBERED, MAY )6 (SECTION THREE OF FOUR) 

PLEASE PASS URGENTLY TO TREASURY FOR STEVE MANNING FROM 
DONNELLY. 

PASS ALSO US|A# 

ENCOURAGE FOREIGN PRIVATE INVESTORS TO STAY INVESTED IN 
DOLLARS (OR TO INCREASE THEIR HOLDINGS) AND THUS RESTRAIN 
THE PILING UP OF DOLLARS IN CENTRAL BANKS ABROAD. 

AS LONG AS THE JJNITED STATES CONTINUES TO RUN A SIZEABLE 
DEFICIT IN ITS BALANCE"1)F PAYMENTS IT IS UNLIKELY THAT WE CAN 
OR SHOULD EXPECT THAT SOME PART OF THE DOLLARS PUMPED INTO THE 
INTERNATIONAL FINANCIAL STREAM WlLL NOT REACH CENTRAL BANK 
HANDS. JtOR SHOULD WE EXPECT TO AVOID SOME RESULTING DRAIN ON 
OUR GOLD STOCK. AND THE DISCIPLINES WHICH SUCH MOVEMENTS 
IMPLY ARE FUNDAMENTAL AND CLEAR. 

31 THE SAME TIME WE MUST BE CONSTANTLY MINDFUL THAT THE 
DOLLAR |S NOT JUST ANOTHER CURRENCY, BUT THAT IT |S A KEY 
RESERVE CURRENCY — NOT ONLY FOR FOREIGN MONETARY AUTHORITIES 
BUT ALSO FOR FOREIGN PRIVATE BANKS AND CORPORATIONS^ ^E 
MUST REMEMBER THAT FOREIGN MONETARY AUTHORITIES ADJUST THEIR 
OWN BALANCE OF PAYMENTS POSITION DAY-BY-DAY AND WEEK-BY-WEEK 
BY THE PURCHASE AND SALE OF DOLLARS |N THE EXCHANGE MARKET. 
IRRESPECTIVE OF OUR BALANCE OF PAYMENTS POSITION THE SHIFT 
OF DOLLARS FROM COUNTRIES WITH TRADITIONALLY LOW GOLD RATIOS 
TO COUNTRIES WITH HIGH RATIOS CAN RESULT IN A GOLD DRAIN F9R 
THE UNITED SJATES. SJMILARLY, WITH 8-1/2 BILLION OF LIQUID-

UNCLASSIFIED REPRODUCTION FROM THIS COPY IS 
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ALL IN ALL, TOTAL FORWARD EXCHANGE OPERATIONS UNDERTAKEN BY THE 
XREASURY IN THE FOUR CURRENCIES THAT ± HAVE MENTIONED, INCLUDING 
THE ROLL-OVER OF MATURING CONTRACTS IN SOME CASES, HAVE AMOUNTED 
TO ABOUT $1-1/2 BILLION IN THE l^-MONTH PERIOD. 

ONE OF THE MAIN RESULTS OF THESE SALES OF FORWARD EXCHANGE AS 
IS OBVIOUS FROM WHAT I HAVE SAID SO FAR, HAS BEEN TO ' 
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UNCERTAINTY IN THE MARKETS AND THERE WERE WIDESPREAD EXPECTATIONS 
THAT FURTHER APPRECIATION OF THESE, AND PERHAPS OTHER, 
CURRENCIES WOULD SHORTLY BE FORTH-COM|NG. JJM THESE 
CIRCUMSTANCES FORWARD RATES MOVED TO SUBSTANTIAL PREMIUMS, 

^^S^^JEEJ^M^TQ'ISl'ei 11 NO A k PERCENT PER ANNUM PREMIUM FOR A TIME, 
AND INCENTIVES WERE CREATED FOR HEAVY FLOWS OF FUNDS OUT 
OF THE DOLLAR AND INTO THE MARK. ACTUALLY, IN PROVIDING 
MARKS TO THE FORWARD MARKET, WE MADE IT POSSIBLE FOR THE 
RECIPIENTS TO CONTINUE HOLDING THEIR DOLLARS, WHILE ASSURED 
OF LATER CONVERTIBILITY INTO MARKS IF THEIR ACQUISITIONS DID 
IN FACT PROVE TO BE SUSTAINED. OUR OWN FORWARD SALES OF MARKS 

/ REACHED JL-EEA_L Q.F jSgQyi^ftgr Ml LLION IN MID-JUNE AND 
^?> S ""AGGREGATED CONSIDERABLY MORE AS SOME INITIAL CONTRACTS WERE 

ROLLED OVER ONCE OR TWICE MORE. J3DT NOW, THEY HAVE ALL BEEN 
PAID OFF, AS THE EXCESSIVE FLOW OF FUNDS INTO GERMANY FIRST 
SUBSIDED AND THEN WAS REVERSED WHEN THE^BERLIN SITUATION 
DETERIORATED DURING THE LATE SUMMER OF I96I AND EXPECTATIONS 
OF FURTHER APPRECIATION DISAPPEARED,, 

0-~©1-ffi JTAN J_PER AT | ONS^WERE^ UNDERTAKEN IN .SWISS FRANCS BEGINNING 
^ - - IN .MAY 1961 ON'"A SMALL SCALE, AND ACCELERATING IN .JULY WHEN THE 

JfcO BERLIN CRISIS ENCOURAGED A STEPPED UP FLOW OF FUNDS INTO 
SWITZERLAND. JHE SWISS WERE ANXIOUS TO ENCOURAGE AN OUTWARD 
FLOW OF SHORT-TERM~SW|SS CAPITAL TO OFFSET INFLOWS FROM 
OTHER SOURCES THAT WERE CREATING DOMESTIC PROBLEMS OF 
EXCESSIVE BANK LIQUIDITY AND INFLATIONARY PRESSURES, AND 
THE JJNITED .STATES WAS GLAD TO COOPERATE, SINCE WE WERE 
EQUALLY ANXIOUS TO DEFEND THE DOLLAR BY LESSENING THE 
PRESSURE ON THE .SWISS RATIONALJANK TO ABSORB MORE DOLLARS. 
£ARLY THIS YEAR, FOR ROUGHLY SIMILAR REASONS, FORWARD SALES OF 
GUILDERS AND ITALIAN LIRE WERE MADE. TO GIVE YOU AN IDEA OF THE 
MAGNITUDES INVOLVED, SALES OF FORWARD SWISS FRANCS REACHED A 
MAXIMUM OF SOMETHING OVER $150 MILLION^ GUILDER OALL^ WLKL"" 
<MLXE~Ml&&r^^ ITALI AN LI RE, Hrt¥_̂ ftm̂ tfl_.tJ HBT" 
MA__±LJU&_^OF-THre^ 
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.STATES HELD NO RESERVES OF CONVERTIBLE FOREIGN EXCHANGE — 
AND THE BALANCE OF PAYMENTS WAS IN DEFICIT. AS A RESULT 
THERE WAS NO OPPORTUNITY TO SUPPORT THE DOLLAR IN THE ' 
EXCHANGE MARKET THROUGH SPOT SALES OF OTHER CURRENCIES IN 
THE WAY THAT EUROPEAN MONETARY AUTHORITIES CUSTOMARILY DO 
WHEN THEIR OWN CURRENCIES COME UNDER PRESSURE. 

SOME MINOR LIMITED SELLING OPERATIONS IN THE SPOT MARKET 
HAVE BEEN UNDERTAKEN MORE RECENTLY TO ALLEVIATE TEMPORARY 
PRESSURES^ USING FOREIGN EXCHANGE ACQUIRED BY BORROWING 
IN SWITZERLAND AND JJALY (OR LIMITED AMOUNTS ACQUIRED AT 
TIMES WHEN THE RATE WOULD NOT BE ADVERSELY AFFECTED). 
OPERATIONS HAVE BEEN MAINLY CONCENTRATED^ HOWEVER, IN -71 

^ JggWARD EXCHANGE WHERErMARKETS CAN AT TIMES BE QUITE THIN" —=-
AND EVEN A RELATIVELY LIMITED VOLUME QF^DEMAND CAN HAVE 
AN EXCESSIVE IMPACT ON RATES, WHICH ARE NOT SUBJECT TO V^^ / 

LIMITATIONS UNDER IMF REGULATIONS BUT WHICH CAN GENERATE 
GREAT PRESSURES UPON THE SPOT RATES. WHEN THE FORWARD RATE — 
WHETHER BECAUSE OF EXPECTATIONS CONCERNING FUTURE CURRENCY 
VALUES OR FOR OTHER REASONS — MOVES CONSPICUOUSLY OUT OF 
LINE WITH ITS INTEREST PARITY, SHORT-TERM PRIVATE CAPITAL MOVE
MENTS CAN BE SET OFF THAT MAY BE DISTURBING TO BOTH THE COUNTRY 
RECEIVING AND THE COUNTRY LOSING FUNDS,, IT IS USEFUL TO 
HAVE FACILITIES FOR TESTING OUT WHETHER THE PARTICULAR 
DEVELOPMENTS ARE IN FACT DEEPLY ROOTED AND SUSTAINED, OR 
WHETHER THEY ARE SHORT-LIVED AND MAY SOON BE REVERSED. 

JT WAS PRECISELY THIS SORT OF SITUATION, IN FACT, THAT 
PROVIDED THE IMMEDIATE MOTIVATION FOR JREASURY OPERATIONS — 
IN CONJUNCTION WITH THE BUNDESBANK (AND ACTUALLY IN RESPONSE 
TO A VERY CONSTRUCTIVE INITIATIVE ON THE PART OF THE * 
BUNDESBANK) — IN THE FORWARD MARKET FOR DEUTSCHEMARKS IN 
.MARCH 1961. IOU WILL RECALL THAT THE REVALUATION OF THE MARK 
AND THE GUILDER AT THAT TIME LED TO A STATE OF GREAT \ 
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AT THIS EARLY STAGE TO BE SUGGESTED, CONCERNING THE 
ACCUMULATION BY A KEY CURRENCY COUNTRY OF BALANCES IN THE 
CONVERTIBLE CURRENCIES OF OTHER LEADING COUNTRIES? 

JQJHER COUNTRIES HAVE LONG ACCEPTED DIRECT INTERVENTION IN 
THE EXCHANGE MARKETS AS A CUSTOMARY WAY OF LIFE. A T THE 
LEAST, THEY MUST BE BUYERS OR SELLERS AS EXCHANGE QUOTATIONS 
REACH THE ACCEPTABLE LIMITS OF VARIATION AROUND THEIR OWN 
FIXED EXCHANGE RATES. JHE JJNITED STATES, ON THE OTHER HAND, 
WAS -- AND STILL IS — THE ONLY COUNTRY THAT MAINTAINS 
COMPLETE INTER-CONVERTIBILITY BETWEEN GOLD AND ITS OWN 
CURRENCY AT A FIXED PRICE, AND, UNTIL RECENTLY, WAS CONTENT 
TO LEAVE ALL OPERATIONS CONCERNING THE EXCHANGE RELATIONS 
BETWEEN THE DOLLAR AND OTHER CURRENCIES TO THE OFFICIALS OF 
THOSE OTHER COUNTRIES. THE RECENT DECISION TO PARTICIPATE IN 
THE INTERNATIONAL MARKETS IN COOPERATION WITH OTHER FINANCIAL 
AUTHORITIES REFLECTS, AS DO MANY OTHER GOVERNMENTAL AND 
PRIVATE ACTIONS, A GROWING AWARENESS WITHIN THE UNITED 
SJATES OF THE DUAL NATURE OF OUR OWN BALANCE OF PAYMENTS 
PROBLEM. 

Ja£E MUST NOT ONLY RESPECT AND FULFILL THE BALANCE OF PAYMENTS 
DISCIPLINES TO WHICH OTHER COUNTRIES HAVE BEEN ACCUSTOMED FOR 
SO LONG 3 BUT WE MUST DO THIS WHILE ALSO KEEPING OUR OWN 
CURRENCY AND GOLD EQUALLY AND ALTERNATIVELY AVAILABLE AS 
RESERVES FOR ALL OTHER COUNTRIES. V£E MUST GAIN AND KEEP THE 
INITIATIVE FOR INFLUENCING THE FACTORS THAT AFFECT OUR 
BALANCE OF PAYMENTS, BUT WE MUST DO SO IN THE IMPECCABLE 
MANNER THAT ASSURES AND RETAINS BANKERS* CONFIDENCE. JHIS 
MEANS THAT, BOTH AS TRADER AND AS BANKER, THE JJNITED STATES 
HAS TO KEEP ITS MARKETS OPEN AND FREE. V/E HAVE THEREFORE 
A MAJOR STAKE, WHICH THE WESTERN WORLD SHARES WITH US, IN 
RESOLVING OUR BALANCE OF PAYMENTS PROBLEM WITH IN THE FRAMEWORK 
OF A FREE INTERNATIONAL ECONOMY, WITH STABLE EXCHANGE RATES 
AND AN IMMUTABLE GOLD PRICE OF $3.5 AN OUNCE. 
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DEPEND UPON THE PRODUCTIVITY, PRODUCTION, AND COMPETITIVENESS 
OF THE AMERICAN ECONOMY. gUT IN WHAT WE HAVE BEEN DOING, 
BOTH BASICALLY AND PERIPHERALLY, TO DEFEND THE DOLLAR, WE HAVE 
ALSO BEEN DEFENDING^ IN CONCERT WITH OTHERS, THE WHOLE SYSTEM 
OF CONVERTIBILITY AT STABLE EXCHANGE RATES THAT HAS BEEN SO 
PAINSTAKINGLY RECONSTRUCTED SINCE THE END OF M)RLD WAR H• 
AND THE EFFECTIVE FUNCTIONING OF THAT SYSTEM IS, IN TURN, 
ESSENTIAL FOR DIVERSIFIED GROWTH AND INTEGRATION AMONG THE 
FREE, CAPITALIST ECONOMIES OF THE V£QRLD. 

IN ADDITION TO THE SHORT-RUN OBJECTIVES OF OUR FOREIGN 
EXCHANGE OPERATIONS,. ON WHICH X SHALL SAY A BlT MORE IN A 
MOMENT, THERE ARE LONGER-RUN IMPLICATIONS AND POTENTIALITIES 
OF AN APPROACH IN WHICH A KEY CURRENCY COUNTRY BECOMES AN 
ACTIVE PARTICIPANT IN THE INTERNATIONAL EXCHANGE MARKETS. 
AS WE GO ALONG WE ARE ALSO, THEREFORE, TRYING TO THINK THROUGH 
SOME OF THESE POSSIBLE IMPLICATIONS FOR THE LONG-RUN — CAN 
SUCH PARTICIPATION AJD IN ASSURING THE STABILITY OF THE 
INTERNATIONAL FINANCIAL MECHANISM? ££N IT, IF PROPERLY 
EXECUTED, REINFORCE THE FUNDAMENTAL WORK OF THE INTERNATIONAL 
MONETARY JUND? jJOES IT AFFORD A HELPFUL MEANS TOWARD 
PROVIDING SUFFICIENT INTERNATIONAL LIQUIDITY FOR THE CONTINUED 
GROWTH OF THE WORLD ECONOMY? JJOES IT STRENGTHEN THE ROLE 
OF GOLD AS THE BASE OF OUR INTERNATIONAL RESERVE ARRANGEMENTS? 

XHESE ARE THE KINDS OF QUESTIONS THAT CENTRAL BANKERS, AND 
COMMERCIAL BANKERS AND TREASURIES CAN USEFULLY PONDER 
TOGETHER, IN OUR JOINT EFFORTS TO FIND THE COMBINATION OF 
PRIVATE AND GOVERNMENTAL MONETARY FACILITIES THAT A FLOURISH INC 
CAPITALISM NEEDS. UHILE J. CANNOT PRESUME TO SUGGEST ANY OF 
THE ANSWERS, IT MAY BE QF~SOME HELP AS BACKGROUND FOR OTHERS 
WHO CAN, IF J..DISCUSS TWO THEMES THAT SEEM TO RUN THROUGH OUR 
AMERICAN EXPERIENCE OF THESE RECENT MONTHS. FIRST, WHAT HAS 
THUS FAR BEEN THE NATURE OF OUR FOREIGN EXCHANGE OPERATIONS 
WITHIN THE FRAMEWORK OF THE SYSTEM OF CONVERTIBILITY BASED 
ON FIXED EXCHANGE RATES? SECOND, WHAT POSSIBILITIES SEEM 
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Rm %VER THE PAST FOURTEEN MONTHS THE liN I TED J3JATES HAS, FOR 
THE FIRST TIME SINCE THE LATER IJJO'S, ENTERED INTO FOREIGN 
EXCHANGE TRANSACTIONS FOR MONETARY PURPOSES — AS DISTINCT 
FROM THE MORE Q^ LESS ROUTINE HANDLING OF FOREIGN EXCHANGE 
TO MEET THE i^QVERNMENTtS OPERATING NEEDS ABROAD. JHE 
TREASURY BEGAN LIMITED OPERATIONS IN MARCH 1961, ACTING 
THROUGH THE FEDERAL RESERVE BANK OF N.EW YORK AS ITS FISCAL 
AGENT. X N X E B R U A R Y 0 F T H , S Y E A R THE .FEDERAL RESERVE SYSTEM 
ANNOUNCED iTs DECISION TO ENTER THE EXCHANGE MARKETS FOR ITS 
OWN ACCOUNT. 

JO DATE, JJLNITED STATES ACTION IN THE FOREIGN EXCHANGE MARKETS 
HAS BEEN LARGELY EXPLORATORY IN CHARACTER, DESIGNED TO PROBE 
AND POSSIBLY TO LIMIT TEMPORARY DISTURBANCES IN THE EXCHANGE 
MARKETS. ALL OPERATIONS HAVE BEEN CARRIED OUT IN CLOSE 
CONSULTATION WITH, AND USUALLY JOINTLY WITH, THE FINANCIAL 
AUTHORITIES OF THE OTHER COUNTRIES INVOLVED. 

JHESE ACTIVITIES IN THE FOREIGN EXCHANGE MARKETS HAVE 
SOMETIMES BEEN REFERRED TO AS THE FINANCIAL COMPONENT IN 
THE OUTER PERIMETER DEFENSES OF THE DOLLAR. THIS IS PROBABLY 
A GOOD CHARACTERIZATION, SINCE OF COURSE THE INNER DEFENSES 
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Over the past fourteen months the United States has, for 
the first time since the later 1930fs, entered into foreign 
exchange transactions for monetary purposes -- as distinct 
from the more or less routine handling of foreign exchange to 
meet the Government's operating needs abroad. The Treasury began 
limited operations in March 1961, acting through the Federal 
Reserve Bank of New York as its fiscal agent. In February of 
this year the Federal Reserve System announced its decision to 
enter the exchange markets for its own account. 
To date, United States action in the foreign exchange markets 
has been largely exploratory in character, designed to probe and 
possibly to limit temporary disturbances in tfre exchange markets. 
All operations have been carried out in close consultation with, 
and usually jointly with, the financial authorities of the other 
countries involved. 
These activities in the foreign exchange markets have 
sometimes been referred to as the financial component in the 
outer perimeter defenses of the dollar. This is probably a good 
characterization, since of course the inner defenses depend upon 
the productivity, production, and competitiveness of the American 
economy. But in what we have been doing, both basically and 
peripherally, to defend the dollar, we have also been defending, 
in concert with others, the whole system of convertibility at 
stable exchange rates that has been so painstakingly reconstructed 
since the end of World War II. And the effective functioning of 
that system is, in turn, essential for diversified growth and 
integration among the free, capitalist economies of the World. 
In addition to the short-run objectives of our foreign 
exchange operations, on which I shall say a bit more In a moment, 
there are longer-run implications and potentialities of an 
D-492 
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approach in which a key currency country becomes an active 
participant in the international exchange markets. As we go along 
we are also, therefore, trying to think through some of these 
possible implications for the long-run -- can such participation aid 
in assuring the stability of the international financial mechanism? 
Can it, if properly executed, reinforce the fundamental work of 
the International Monetary Fund? Does it afford a helpful means 
toward providing sufficient international liquidity for the 
continued growth of the world economy? Does it strengthen the 
role of gold as the base of our international reserve arrangements? 
These are the kinds of questions that central bankers, and 
commercial bankers and treasuries can usefully ponder together, 
in our joint efforts to find the combination of private and 
governmental monetary facilities that a flourishing capitalism 
needs. While I cannot presume to suggest any of the answers, it 
may be of some help as background for others who can, if I discuss 
two themes that seem to run through our American experience of 
these recent months. First, what has thus far been the nature 
of our foreign exchange operations within the framework of the 
system of convertibility based on fixed exchange rates? Second, 
what possibilities seem at this early stage to be suggested, 
concerning the accumulation by a key currency country of balances 
in the convertible currencies of other leading countries? 
Other countries have long accepted direct intervention in 
the exchange markets as a customary way of life. At the least, 
they must be buyers or sellers as exchange quotations reach the 
acceptable limits of variation around their own fixed exchange 
rates. The United States, on the other hand, was -- and still is --
the only country that maintains complete inter-convertibility 
between gold and its own currency at a fixed price, and, until 
recently, was content to leave all operations concerning the 
exchange relations between the dollar and other currencies to the 
officials of those other countries. The recent decision to 
participate in the international markets in cooperation with other 
financial authorities reflects, as do many other governmental and 
private actions, a growing awareness within the United States of 
the dual nature of our own balance of payments problem. 
We must not only respect and fulfill the balance of payments 
disciplines to which other countries have been accustomed for 
so long; but we must do this while also keeping our own currency 
and gold equally and alternatively available as reserves for all 
other countries. We must gain and keep the initiative for 
influencing the factors that affect our balance of payments, but 
we must do so in the impeccable manner that assures and retains 
bankers' confidence. This means that, both as trader and as banker, the United States has to keep its markets open and free. We have 



1 QQ 

- 3 -

therefore a major stake, which the Western World shares with us, 
in resolving our balance of payments problem within the framework 
of a free international economy, with stable exchange rates and 
an immutable gold price of $35 an ounce. 
Let me make it absolutely clear, again, that there is no 
thought that foreign exchange operations can provide the solution 
to the United States balance of payments deficit. More fundamental 
correctives are necessary for this end, and I know that you are 
all familiar with the many-sided program of American business, 
finance and government that is moving forward toward a restoration 
of equilibium, and surplus, in the American balance of payments. . 
Our foreign exchange operations have so far been mainly 
designed to help in providing a breathing space during which 
these basic programs could have a chance to become effective. In 
our judgment, they have been most helpful in deterring unwarranted 
speculation and unwanted capital flows, and in reducing the drain 
on our gold stock, which stands as the bulwark of the whole 
international currency system. 
I should emphasize that our operations have not at any time 
involved an attempt to "rig" markets or "peg" prices. Within the 
relatively narrow band which is, in any event, permitted for 
exchange fluctuations under the rules of the International Monetary 
Fund, there must be room for market prices to demonstrate the 
basic strength or weakness of any currency. We could not, of 
course, have pegged exchange rates even if we,had wanted to. In 
March 19^1, the United States held no reserves of convertible 
foreign exchange — and the balance of payments was in deficit. 
As a result, there was no opportunity to support the dollar in the 
exchange market through spot sales of other currencies in the way 
that European monetary authorities customarily do when their own 
currencies come under pressure. 
Some minor limited selling operations In the spot market 
have been undertaken more recently to alleviate temporary 
pressures, using foreign exchange acquired by borrowing in 
Switzerland and Italy (or limited amounts acquired at times when 
the rate would not be adversely affected). Operations have been 
mainly concentrated, however, in forward exchange. These markets 
can at times be quite thin and even *a relatively limited volume 
of market demand can have an excessive impact on rates, which are 
not subject to limitations under IMF regulations but Which can 
generate great pressures upon the spot rates. When the forward 
rate -- whether because of expectations concerning future currency 
values or for other reasons -- moves conspicuously out of line 
with its interest parity, short-term private capital movements 
can be set off that may be disturbing to both the country receiving and the country losing funds. It is useful to have facilities for testing out whether the particular developments are in fact deeply rooted and sustained, or whether they are short-lived and may soon be reversed. 



It was precisely this sort of situation, in fact, that 
provided the immediate motivation for Treasury operations -- In 
conjunction with the Bundesbank (and actually in response to a 
very constructive initiative on the part of the Bundesbank) -- in 
the forward market for deutschemarks in March 196l. You will 
recall that the revaluation of the mark and the guilder at that 
time led to a state of great uncertainty in the markets and there 
were widespread expectations that further appreciation of these, 
and perhaps other, currencies would shortly be forth-coming. In 
these circumstances forward rates moved to substantial premiums, 
the deutschemarks approaching a k per cent per annum premium for 
a time, and incentives were created for heavy flows of funds out 
of the dollar and into the mark. Actually, in providing marks 
to the forward market, we made it possible for the recipients to 
continue holding their dollars, while assured of later 
convertibility into marks if their acquisitions did in fact prove 
to be sustained. Our own forward sales of marks reached a peak 
of about $350 million in mid-June and aggregated considerably more 
as some initial contracts were rolled over once or twice more. 
But now, they have all been paid off, as the excessive flow of 
funds into Germany first subsided and then was reversed when the 
Berlin situation deteriorated during the late summer of 1961 and 
expectations of further appreciation disappeared. 
Operations were also undertaken in Swiss francs beginning 
in May 1961 on a small scale, and accelerating In July when the 
Berlin crisis encouraged a stepped up flow of funds into 
Switzerland. The Swiss were anxious to encourage an outward 
flow of short-term Swiss capital to offset inflows from other 
sources that were creating domestic problems of excessive bank 
liquidity and inflationary pressures, and the United States was 
glad to cooperate, since we were equally anxious to defend the 
dollar by lessening the pressure on the Swiss National Bank to 
absorb more dollars. Early this year, for roughly similar 
reasons, forward sales of guilders and Italian lire were made. 
To give you an idea of the magnitudes involved, sales of forward 
Swiss francs reached a maximum of something over $150 million. 
Sales of Italian lire have been larger, while guilder sales have 
been quite modest. All in all, total forward exchange operations 
undertaken by the Treasury in the four currencies that I have 
mentioned, including the roll-over of maturing contracts in some 
cases, have amounted to about $1-1/2 billion in the 14-month 
period. 
One of the main results of these sales of forward exchange, 
as is obvious from what I have said so far, has been to encourage 
foreign private investors to stay invested in dollars (or to increase their holdings) and thus restrain the piling up of dollars in central banks abroad. 



- 5 -
"* T1 
JL i _̂ 

As long as the United States continues to run a sizeable 
deficit in its balance of payments it is unlikely that we can or 
should expect that some part of the dollars pumped into the 
international financial stream will not reach central bank 
hands. Nor should we expect to avoid some resulting drain on 
our gold stock. And the disciplines which such movements imply 
are fundamental and clear. 

At the same time we must be constantly mindful that the 
dollar is not just another currency, but that it is a key 
reserve currency — not only for foreign monetary authorities 
but also for foreign private banks and corporations. We must 
remember that foreign monetary authorities adjust their own 
balance of payments position day-by-day and week-by-week by the 
purchase and sale of dollars in the exchange market. Irrespective 
of our balance of payments position the shift of dollars from 
countries with traditionally low gold ratios to countries with 
high ratios can result in a gold drain for the United States. 
Similarily, with 8-1/2 billion of liquid dollar holdings in the 
hands of private foreigners, we must make sure that speculative 
forces are not fed by uncertainty about either the ability or 
the determination of the United States to stand firmly behind 
the inter-convertibility of the dollar with gold at the fixed 
price of $35-00 per fine ounce. 
A clear distinction has to be drawn -- and it is not always 
easy to convey this readily -- between the absolute and un
conditional availability of gold to foreign monetary authorities 
for legitimate monetary purposes and the compulsion on us — In 
cooperation with foreign monetary authorities -- to avoid any 
unnecessary dispersions of the United States gold reserve, on 
which our existing international system, in the last analysis, 
depends. The United States would, In fact, be just as derelict 
in its duty to help support and sustain a growing and viable 
international economy if it failed to defend the gold stock 
through Improved techniques of monetary cooperation as it would 
be if it failed to make gold available to foreign monetary 
authorities on demand. 

A solution of the balance of payments deficit is fundamental 
if we are to ward off a steady attrition of the United States 
gold stock. But, the problem goes even beyond this. The 
United States is a ready seller of gold on demand, but other 
countries are not necessarily sellers to us when they have exchange 
deficits, partly indeed because their own gold reserve Is 
cushioned -- In many cases substantially -- by dollar reserves. 

It is consequently a matter of first priority for us to 
develop methods that will minimize our gold losses whenever our 
balance of payments swings into deficit — by no means avoid them, 
but certainly avoid conditions that exaggerate them. Under 



present procedures, we cannot be sure that gold will return to 
us when we move into surplus -- and we must and will have surpluses 
from time to time. 

This kind of consideration leads directly into my second 
main theme — the potential uses of foreign exchange holdings 
by a key currency country. As I had mentioned earlier, our 
exchange operations to date have been largely dictated by clear, 
current opportunities and needs. We have acted in response to 
market developments and have not sought to become permanent and 
regular participants in the market for any currency. Our spot 
exchange holdings — which, on the latest published figures were 
about $150 million, built up partly from borrowing and partly 
from purchases in the easier markets that have prevailed for some 
currencies so far this year -- have mainly been acquired to back 
up our forward sales. But looking ahead to the future, there may 
well be good reason for more or less continuous holding by the 
United States of some moderate amounts of the convertible exchange 
of various leading countries. 
While it is premature to see clearly where we may be heading 
so far as the currency holdings of the United States are concerned, 
it may well turn out that some contribution toward resolving a 
part of our problem may be found in building up — in time of 
surplus — holdings of other currencies that are not thought of 
as reserve currencies in the same way that the dollar and the 
pound sterling are viewed. Should we do that, either with open 
holdings or through hedged forward positions,, our exchange 
holdings might be able subsequently to handle a considerable part 
of the normal swings in payment patterns, leaving the gold 
reserves available to cover more fundamental and lasting adjust
ments. There would be no commitment to hold any particular 
currency, of course, and the relative size of any such holdings 
would presumably be comparatively small. Nor would there by any 
lessening of the needed balance of payments disciplines upon us 
or upon others. For changes In our combined reserves of gold 
and foreign exchange,taken together with changes in our short-
term liabilities to foreigners, would then become as significant 
to the determination of our policies as changes in gold alone 
have been over recent years. 
If such a system were bolstered by suitable international 
arrangements to ensure a steady and orderly distribution of 
newly-mined gold into monetary reserves, much of the pressure --
both psychological and real -- that arises from the accident of 
shifts in reserves among other central banks would be lifted from 
the United States gold stock. With such a system we might perhaps 
be able to view in better perspective our gold loss of the past five years as a basic and healthy redistribution of available world gold reserves, a redistribution that has added to the strength of the international financial community. 
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What I am suggesting is that we need to build further the 
outer defenses around the liquidity of the International Monetary 
Fund, which will be substantially augmented by the stand-by 
agreement on which progress toward ratification is going ahead with 
gratifying despatch. We need to provide a means of further 
economizing on gold reserves, while ensuring that the liquidity 
needs of our expanding world economy will be met in a manner 
consistent with the sovereignty of individual countries and with 
heavy reliance on the discipline provided by the balance of 
payment s. 
The net effect, if this line of development should be 
followed, would be to multilateralize a part of the role performed 
now by the two key currencies, within a framework that would place 
great stress on still further cooperation among monetary 
authorities of the type that has been so successfully developed 
over the past year or so. It is clear that the attributes of a 
key currency involve many things -- its use in international trade, 
its relationship to gold as the ultimate reserve, Hche existence 
of oroad and deep capital and money markets. In7all these 
respects the dollar is now unique, although we hope to see further 
progress in the freeing up of European money and capital markets. 
But what makes a currency good basically is the way the country 
manages its economy. Where there are a number of strong 
countries — as there are today --a plausible case would seem 
to exist for some sharing of the burdens placed on the key 
currency. 
It may be, too, that a system such as I have outlined would 
be a sensible way to provide for any large increase in long-run 
liquidity requirements. Long before there can be any agreement 
on any of this, however, there are many knotty problems that will 
have to be resolved by our own policy makers and through 
international consultations — through the Basle Group, through 
the Organization for Economic Cooperation and Development, and 
through the International Monetary Fund. But explorations along 
these lines are far preferable, it seems to me, to the often 
proposed types of action (involving still more difficult decisions 
and negotiations) that basically involve an oath of allegiance 
by all Governments and Central Banks to a synthetic currency 
device, created by an extra-national authority bearing neither 
the responsibilities nor the disciplines of sovereignty. 
On the other hand, a system where countries maintain some 
mutual holdings of foreign exchange has the extreme advantage of 
using existing institutions and practices. Within such a system 
the patterns of reference are known to all; no one will be asked 
to do things that fall outside the realm of his experience. 
A system erected on established currencies and mores, would surely have a firmer foundation than one based on artificial devices. At the least, I suggest, there is food for thought in such a possibility -- and that, along with the excellent cuisine, is what I have understood to be the provocative aim of these meetings. 
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OUR ARRANGEMENTS FOR RAISING AND DISTRIBUTING CAPITAL WITHIN 
THE JJREE ,WORLD ARE IN STEP WITH OUR PROGRESS TOWARD FREER TRADE 
AND 1HIGHER STANDARDS OF LIVING. I, FOR ONE, SHALL BE UNEASY 
SO LONG AS VIRTUALLY ALL THE WORLD — SURPLUS AND DEFICIT 
COUNTRIES ALIKE — THOSE CAPABLE OF GENERATING A HIGH LEVEL 
OF SAVINGS INTERNALLY AND THOSE OPERATING CLOSE TO SUBSISTENCE 
LEVELS — MUST LOOK TO THE YGLTED STATES AS THEIR PRINCIPAL, 

IF NOT ONLY, SOURCE OF MARGINAL CAPITAL. 

JFSGGRESS IN THIS AREA CANNOT OWE WITH DRAMATIC SPEED. MARKETS 
HAVE SEEN INSULATED TOO LONG. THE WHOLE PSYCHOLOGY OF A GENERA
TION OF INVESTORS MUST BE CHANGED, NEW INSTITUTIONAL STRUCTURES 
MUST BE DEVELOPED. BUT AS I LOOK AT THE DEVELOPMENT OF V/ESTERN 
EUROPE FROM A DISTANCE, IT SEEMS TO ME THAT THE LOGIC OT*IMT_RHAL 
HSOWTH AND DEVELOPMENT POINTS IN THIS DIRECTION. 

^ORE EFFICIENT CAPITAL MARKETS WILL BE ESSENTIAL TO SUSTAIN 

GROWTH — AND SHOULD THEMSELVES TEND TO REINFORCE OTHER FACTORS 
THAT COULD BRING ABOUT A LOWER LEVEL OF LONG-TERM INTEREST RATES 
MORE IN LINE WITH THOSE TYPICAL OF THE AFRICAN MARKET. ALREADY, 
SOME TENDENCY IN THAT DIRECTION HAS DEVELOPED. IN THIS INTER
DEPENDENT WORLD OF OURS, I WOULD EXPECT THAT TENDENCY TO CONTINUE 

LAM NOT CALLING TODAY FOR ANY RADICAL NEW DEPARTURES IN POLICY. 

T AM ASKING ONLY THAT WE WILLINGLY ACCEPT THE LOGIC OF OUR EVOLVH 
WORLD ECONOMY, AND PRESS AHEAD WITH ALL OUR VIGOR TO CAST OFF 
THOSE RESTRICTIONS THAT STILL IMPEDE THE FREE FLOW OF CAPITAL, 
BOTH WITHIN AND BETWEEN NATIONS. THIS IS CLEARLY NOT A JOB FOR 
GOVERNMENTS ALONE, BUT FOR BANKING LEADERSHIP AND BANKING STATES* 
MANSHIP AS WELL, J SUBMIT IT AS A SPECIAL CHALLENGE FOR ALL OF 
YOU WHO HAVE A VITAL INTEREST IN EXPANDED TRADE BETWEEN NATIONS, 
GROWTH AT HOME, A DURABLE. PAYMENTS SYSTEM, AND A STRONG FREE 
ENTERPRISE ECONOMY.^(flgj!) 
-—« 4*€fNWRDT~~ 
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NORMALLY BE ABLE.TO FIND THE NEEDED FUNDS WITHOUT HAVING 
TO CROSS THE ATLANTIC. 

J.T IS TRUE THAT A LARGE PROPORTION OF THE pROPEAN ISSUES THAT 
HAVE-BEEN PUBLICLY FLOATED IN JJEWJ0DRK HAVE"ULTIMATELY BEEN 
TAKEN UP BY EUROPEAN INVESTORS; WHtCH, AMONG OTHER THINGS, 
SHOWS THAT T%SE INVESTORS ARE PREPARED TO LEND THEIR MONEY 
LONG-TERM AT LOWER RATES THAN ARE CURRENTLY QUOTED IjN THEIR 
OWN CAPITAL MARKETS. tTHUS, THE BURDEN.OH-OUR INTERNATIONAL 
ACCOUNTS HAS NOT BEEN AS LARGE AS IT MAY HAVE APPEARED FROM 
SIMPLE TOTAL OF THE-VOLUME OF NEW ISSUES $1X0 IN NEW YORK. 
BUT THE BURDEN-IS NONETHELESS REAL. AND SO LONG AS THE IMBALANCE 
IN FACILITIES AND CONTROLS REMAINS, SO WILL THE THREAT THAT AN 
ACCELERATING FLOW OF THESE ISSUES COULD.-UNDERMINE- OUR EFFORTS 
IN OTHER DIRECTIONS. AND AS LONG. AS CONTINENTAL WESTERN 
CONTINUES TO OPERATE WITH iNADB^ATE AND, OUT -MODE CMCAPITAC 
MARKETS IT CAN HAVE NO SOLID ASSURANCE THAT THE CAPITAL REQUIRED 
TO ENSURE'STEADY AND RAPID GROWTH WILL, IN FACT, BE AVAILABLE. 
I AM GLAD THAT THE QECD HAS NOW RECOGNIZED THE IMPORTANCE OF * 
THIS PROBLEM AND HAS COMMENCED"TO WORK ACTIVELY IN THIS FIELD. 
WE SHOULD ALL OF US GIVE THIS EFFORT OUR FULL SUPPORT. 

1 RECOGNIZE THAT PROGRESS TOWARD RELAXING SOME OF THE i~unrvu. 
CONTROLS-ON.EXTERNAL CAPITAL FLOWS IS ALREADY EVIDENT IN MOST 
INDUSTRIALIZED COUNTRIES. NEVERTHELESS, RESIDENTS OF ONLY A 
FEW WESTERN Ĵ /ROPEAN COUNTRIES HAVE FREEDOM TODAY TO INVEST 
ABROAD WHEREVER THEY MAY WISH, ANQ IN WHATEVER FORM THEY MAY 
DESIRE. SOME TYPE OF OFFICIAL •AUTHOR!ZAT ION AND APPROVAL IS 
STILL COMMONPLACE, AND OUTRIGHT PROHIBITION IS NOT INFREQUENT, 
THE VOLUME OF FOREIGN BONDS OFFERED IN WESTERN EUROPEAN COUNTRIES 
IN RECENT YEARS HAS, EXCEPT IN ONE OR TWO OF THE SMALLER C0UNTR1E 
BEEN NEGLIGIBLE — AND IN SOME COUNTRIES, NON-EXISTENT. AND, 
IT STILL APPEARS THAT BANK FUNDS ARE READILY AVAILABLE TO FOREIGN 
BORROWERS, IN SUBSTANTIAL VOLUME AND WITHOUT TIES TO EXPORTS, 
ONLY WHEN THEY ARE IN THE FORM OF JJ^S. DOLLARS. 

THUS, WE HAVE A LONG WAY TO GO BEFORE WE CAN BE SATISFIED THAT 
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FOLLOWS DILLON TEXT AT AMERICAN BANKERS ASSOCIATION MONETARY 
CONFERENCE tm RELEASE AT 12*30 R0*€ TIME. PLEASE IMSS l 

URGENTLY TO STEVE 'MANNING 'TREASURY. 

SIXTH AND LAST PART OF SEVERAL 

EVIDENCE THAT A LARGE PART OF THE CURRENT EUROPEAN 
BCmRCWJNQ IN NEWJKGRK IS AS MUCH A REFLECTION OF THE GREATER 
AND MORE REAdT AVAILABILITY OF FUNDS IN THE ||EW YORK CAPITAL 
MARKET AS IT IS OF INTEREST RATES. IN OTHER%3R0S, THE INDI
CATIONS ARE THAT MANY CT THE CURRENT gUROPEAN BORROWERS WOULD 
BE COMING TO BEW YORK ElEN'lF OUR INTEREST RATE STRUCTUREH^RE 
SOMEWHAT HIGHER. THEY WOULD BE COMING BECAUSE THEY FrNDfMORE 
DIFFICULT TO RAISE THE NEEDED fi^m l 
A CASE IN POINT 1$ THE CURRENT 
EUROPEAN COAL AND STEtL COMMUNITY 

jin EUROPE THAN IN NfeW YORK. 
^5 MfUJON BORROWING BY THE 

HIS DOES NOT SEEM TO ME TO BE A VERY EFFICIENT USE OF THE WORLD 
APITAL RESOURCES* THE YEARS TO COME WILL CERTAINLY SEE A GROW I 
DEMAND FOR CAPITAL FROM COUNTRIES WHICH CANNOT BE EXPECTED TO 
DEVELOP THEIR OWN CAPITAL MARKETS. SUCH COUNTRIES HAVE TRAD!-
TIDNALLY LOOKED TO THE CAPITAL MARKETS OF NEW YORK AND LPNDON 
TO RAISE THEIR FUNDS. THIS IS A NORMAL PROCEO0RE AND SHOULD 
CONTINUE. BUT IT WILL BE MORE DIFFICULT FOR THESE COUNTRIES 
TO MEET THEIR NEEDS IF THEY MUST COMPETE IN THE #EW *ORK MARKET 
FOR NECESSARILY LIMITED FUNDS WITH ̂ JINENTAL SlfeoPEAN BORROWED 
WHO, GIVEN FULLY ADEQUATE EUROPEAN OOTTAL MARKPTS. SHGULB 
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IS NOT TAX-INDUCED. WE DO, HOWEVER, WANT TO MAKE SURE THAT OUR 
TAX SYSTEM DOES NOT UNWITTINGLY"— AND ARTIFICIALLY «~ SPUR 
THIS OUTFLOW. WE WISH ONLY TO ELIMINATE MARGINAL FOREIGN 
INVESTMENT THAT IS INDUCED PRIMARILY BY TAX CONS IOER AT IONS. 
WILE THERE IS NO EXPECTATION THAT SUCH ACT JON WILL DRAMATICALLY 
REDUCE THE OUTFLOW OF DIRECT INVESTMENT FUNDS FROM THE - U.S,, 
IT WILL m OF SOME HELP — AND EVERY BIT COUNTS. IN THE EFFORT 
TO ELIMINATE OUR PAYMENTS DEFICIT. 

XH THE FIELD OF PORTFOLIO INVESTMENT, I AM NOT INTERESTED IN THE 
PURCHASE OF FOREIGN EQUITIES BY AMERICAN INVESTORS, A PROCESS THAT 
IS AN ESSENTIAL ELEMENT OF FREE CAPITAL MOVEMENT. WHAT I AM 
CONCERNED WITH IS THE INCREASING USE OF THE VARIOUS MECHANISMS 
OF THE NEW |QRK CAPITAL MARKET BY EUROPEAN BORROWERS TO RAISE 
FUNDS FQH THEIR OWN INTERNAL PURPOSES. TODAY, THE PLAIN FACT 
IS THAT UNDERWRITING AND DISTRIBUTING FACILITIES IN THE INDUSTRIA
LIZED COUNTRIES OF CONTINENTAL WESTERN gUROPE, ARE GENERALLY 
INADEQUATE TO MEET THE FORESEEABLE NEEDS" OF DOMESTIC BORROWERS ~ 
MUCH LESS THOSE FROM ABROAD. THAT IS NOT A HEALTHY ENVIRONMENT 
FOR LONQ^ERM DOMESTIC GROWTH. IT INEVITABLY MEANS HIGHER 
BORROWING COSTS AND A SHORTAGE OF FUNDS FOR FIRMS AW INDUSTRIES 
THAT LACK THEIR OWN INTERNAL SOURCES OF CAPITAL. AND, V^EN 
COMBINED WITH CONTROLS AND RESTRICTIONS ON CAPITAL MOVEMENTS 
LINGERING ON FROM EARLIER DAYS, IT HAS THE INCONGRUOUS EFFECT OF 
SHUNTING TO THE NEW YORK MARKET NEW ISSUES FROM THE SURPLUS 
COUNTRIES, EVEN AS WE IN THE UNITED STATES ARE ENDEAVORING TO 
ERASE DEFICIT. 

ILE THE CURRENT RELATIVELY FAVORABLE INTEREST RATES IN THE NEW 
MARKET ARE OF COURSE, ATTRACTIVE TO FOREIGN I30RROWERS, THERE IS 
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VARIOUS EFFORTS TO CORRECT OUR BALANCE OF PAYMENTS SHOULD SERVE 
TO MAINTAIN OR IMPROVE THESE RESULTS AS THE YEAR PROGRESSES. 

WE SHOULD NOT, HOWEVER, CENTER ALL OUR ATTENTION Am ALL OUR 
EFFORTS ON OUR TRADE BALANCE. A DANGER WILL REMAIN SO LONG AS 
IBE UNITED STATES STANDS VIRTUALLY ALONE IN PROVIDING A ?m£ 
ANDEFFECTIVE CAPITAL MARKET, ABSORBING THE SULK OF THE MARGINAL 
DEMANDS FOR FUNDS FROM OTHER COUNTRIES, SURPLUS Ah© DEFICIT ALIKE, 
THEN, THE DOLLARS SAVEO IN CCFEN^ AND AID, Am THE DOLLARS EARNED 
IN TRADE# COULD TOO EASILY BE DRAINED AWAY IN AH ACCELERATING 
OUTFLOW # AJCRICAN CAPITAL. 

I AM f^p REFERRING TO SUDDEN AND MASSIVE SHIFTS OF LIQUID 
FUNDS IN RESPONSE TO INTEREST RATE DIFFERENTIALS, TO SPECULATIVE 
CONS IDERATIONS, OR TO OTHER FACTORS. THAT DIFFI CULT PROBLEM 
HAS ALREADY RECEIVED MUCH ATTENTION, AND OMR MUTUAL DEFENSES ARE 
BEING STRENGTHENED. I AM-REFERRING TO THE BASIC WORLD MARKET 
FOR IJOT̂ -TERM CAPITAL; 

THIS LONG-TERM CAPITAL MARKET HAS TWO MAJOR FACTSt DIRECT 
INVESTMENT Am PORTFOLIO INVESTMENT. IT IS THE UTTER, OR 
RATHER A PORTION OF THE LATTER, WHICH IS MY CHIEF INTEREST 
TODAYp ALTHOUGH I WILL SAY A FEW WORDS FIRST ON THE SUBJECT OF 
DIRECT INVESTMENT. 

JHE mtlZQ STATES HAS CONSISTENTLY FAVORED FREE CAPITAL MOVEMENT, 

fHE ABILITY OF INDIVIDUALS OR COMPANIES TO INVEST THEIR FUNDS WHEBI 
THEY WILL. THERE HAS BEEN NO CHANGE IN THAT VIEW, WE ARE, 
HOWEVER, ASKING OUR CONGRESS TO END THE* TAX INDUCEMENTS TO IP* 
AMERICAN INVESTMENT TN OTHER INDUSTRIALIZEO%XJNTRIES, PARTI
CULARLY THE INDUCEMENTS WHICH FLOW FROM THE MUSHROOMING USE OF 
SO-CALLED TAX HAVENS. THE OBJECT IS NOT TO DISCOURAGE CAPITAL 
FROM GOING ABROAD IN SEARCH OF HIGHER GROSS RETURN. THAT SORT 
OF INVESTMENT WILL, IN THE LONG RUN, SERVE THE INVESTOR* THE 
UNITED fTATES, AW THE RECIPIENT COUNTRY ALIKE. WE RECOGNIZE 
THAT THE GREAT BULK OF OUR FOREIGN INVESTMENT IS OF THIS TYPE AW 

UNCLASSIFIED 



/. 

>s 

UNCLASSIFIED 
13*104 
MAY 18, I962 

8:57 m 
ROME 

3068, MAY 18. 

FOLLOWS DILLON TEXT AT AMERICAN BANKERS ASSOCIATION MONETARY 
CONFERENCE FOR RELEASE AT 12130 ROME TIME. PLEASE PASS URGENTLY 
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PART FIVE OF SEVERAL .<+~~~ 

OR THE ^ITED JgTATES IN THE YEARS AHEAD, A SURPLUS ACHIEVED NOT 
BY RETREAT TO CONTROLS OR DEFLATION, BUT FIRMLY GROUNDED IN THE 
ABILITY OF AMERICAN 13USI NESS TO POUR OUT INTO WORLD MARKETS NEW 
A W IMPROVED PRODUCTS AT ATTRACTIVE PRICES, OUR TRADE SURPLUS 
IS ALREADY LARGE. BUT IT IS NOT QUITE LARGE ENOUGH TO COVER 
OUR COMMITMENTS FOR DEFENSE AND AID, AS WELL AS OUR CURRENT 
VOLUME OF PRIVATE INVESTMENT A3RQAD. HOWEVER, THE NEEDED 
MARGIN {$ WITHIN REACH -- AND REACH IT WE MEAN TO DO. 

j|4E PRELIMINARY RESULTS FROM THE FIRST QUARTER OF I9&2 CLEARLY 
HlQW THAT OUR EFFORTS ARE BEGINNING TO BEAR FRUIT. DESPITE AN 
INCREASE OF $550 MILLION IN OUR IMPORTS AS COMPARED TO THE 
UNUSUALLY DEPRESSED LEVEL Of THE FIRST QUARTER OF 1961 ~ AN 
INCREASE THAT IS THE NATURAL REFLECTION OF OUR ECONOMIC RECOVERY 
OUR OVERALL DEFICIT FOR THE QUARTER WAS JUST $100 MILLION DtllJ_1WS 
LARGER THAN IN THE SAME QUARTER LAST YEAR. LEAVING im>RTS ASIDE 
THIS REPRESENTS A SOLID IMPROVEMENT OF $1*50 MILLION IN ALL THE 
OTHER ELEMENTS OF OUR BALANCE OF PAYMENTS. OVERALL, THESE RESULT 
SHOW AN IMPROVEMENT OF A BILLION DOLLARS OVER THE DEFICIT 
INCURRED DURING THE FOURTH QUARTER. DURING THE FIRST QUARTER 
OF THIS YEAR OUR SASIC DEFICIT RAN AT AN ANNUAL RATE APPROXI
MATELY $1.2 BILLION, AND OUR OVERALL DEFICIT AT AN ANNUAL RATE 
OF $1.8 BILLION. THE CONTINUING AND GROWING EFFECT OF OUR 
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MAI IS ONE TO CONCLUDE IN VIEW OF THE FACT THAT TWO COUNTRIES . 
FRANCE AND GERMANY — WHICH, USING OUR BASIS OF BUDGETARY 
^COUNTlNS,^liAVE HAD RELATIVELY LARGE BUDGETARY DEFICITS IN 
RECENT YEARS, HAVE ALSO HAD THE LARGEST SURPLUSES IN THEIR 
INTERNATIONAL ACCOUNTS? 

CERTAINLY NOT THAT LARGE DEFICITS ARE THE ROAD TO SALVATION. 

WE ALL KNOW THAT THE WRONG DEFICIT AT THE WRONG Tl*C CAN PAVE 
ThE ROAD TO INFLATION. BUT, IN DISCUSSING BUDGET POLICY, WE 
TOO OFTEN FALL INTO THE TRAP OF FORGETTING THAT IT IS INFLA
TION VMICH IS THE REAL ENEMY. WE SHOULD ALWAYS BEAR IN MIND 
THAT I4QOERATE BUDGET DEFICITS INCURRED DURING PERIODS OF 
INADEQUATE DEMAND AND WHICH DO NOT EXERT UPWARD PRESSURES ON 
PRICE LEVELS -- ARE QUITE DIFFERENT IN THEIR ECONOMIC EFFECT 
FROM DEFICITS INCURRED WHEN THE ECONOMY IS OPERATING AT FULL 
CAPACITY. 

IN THIS CONNECTION, THE RELATIONSHIP OF THE FEDERAL DEBT TO THE 
GROSS NATIONAL PRODUCT .- IN OTHER WQROS# THf ABILITY OF THE 
NATIONAL ECONOMY TO CARRY THE DEBT BURDEN -- IS ALSO PERTINENT. 
IN THIS AREA, THE RECORD OF THE UNITED STATES HAS BEEN AW CONTII 
TO BE VERY GOOD. FROM A SITUATION AT THE END OF THE WAR WHEN 
THE JEOERAL DEBT AMOUNTED TO ABOUT 125 PER CENT OF OUR GROSS 
NATflJNAL PRODUCT, THE PERCENTAGE HAS CONTINUALLY £>ECLINEQ 
AND TODAY STANDS AT ABOUT 53 PERCENT. THIS COMPARES WITH A 
RATIO OF 56 PERCENT JUST ONE YEAR AGO, AND A RAT 10 OF ABOUT JO 
PERCENT IN 19*11, BEFORE WARTIME EXPENDITURES SENT OUR DEBT 
SOARING. THE ADDITION OF OUR GROWING STATE AND LOCAL DEBT WOULD 
MODIFY THESE PERCENTAGES ONLY SLIGHTLY. THE GENERAL PICTURE WW 
NOT BE CHANGED. 

jfjglCE STABILITY — INVESTMENT IN MODERN MACHINERY — AN EXPORT-
MINDED GOVERT#CNT At© INDUSTRY — iHZSt ARE THE KEYS TO AN 
EXPANDING TRADE SURPLUSCI^O^^CCinNG^_ 
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WHATEVER THE PRECISE BUDGETARY OUTCOME Ik MONTHS HENCE, THE 
REALLY CRUCIAL FACT IS THAT THE ECONOMIC EFFECT OF ANY PARTICULAR 
SURPLUS OR DEFIClTfCAN BE JUOOEQ ONLY IN THE CONTEXT OF THE 
EXISTING BUSINESS ENVIRONMENT. IF OUR ECONOMY FAILS TO 
SUSTAIN THE MOMENTUM WE ANTICIPATE, LABOR WILL REMAIN FREELY 
AVAILABLE AND INDUSTRY WILL CONTINUE TO OPERATE WELL BELOW 
CAPACITY. UNDER SUCH CIRCUMSTANCES, Z)fPtR IENCE SHOWS THAT A 
MODERATE DEFICIT WOULD NOT BE INFLATIONARY, JUST AS THE RATHER 
SUBSTANTIAL DEFICIT Of THE PAST TWELVE MONTHS, WITH MANPOWER 
AW GOODS IN AMPLE SUPPLY, HAS NOT BEEN INFLATIONARY .- AND-, 
FOR THAT MATTER, JUST AS THE MUCH LARGER DEFICIT4 IN FISCAL T959 
WAS NOT ACCCWANIED BY ANY GENERAL PHICE INCREASE. AND HERE 
I WOULD LIKE TO SAY THAT OUR DEFICIT FOR THE CURRENT FISCAL 
YEAR ENDING ON £M£ 30TH IS TODAY ESTIMATED AT $7 BILLION, 
EXACTLY THE SAM? AS OUR OFFICIAL ESTIMATES OF LAST OCTOBER 
AND LAST JANUARY. 

JH£ FACT THAT THERE IS NO AUTOMATIC RELATIONSHIP BETWEEN BUDGE-
fARY DEFICITS Am PRICE INFLATION, OR-BETWEEN BUDGET DEFICITS 
AND THE BALANCE OF PAYMENTS, IS BROUGHT HOC FORCEFULLY Bt-A 
RECENT STUDY COMPARING THE BUDGETS OF THE yNlTED ffiffSmaWaW w£M 
THOSE OF THE THREE LARGEST Bff̂ OPEAN COUNTRIES. I DO NOT RECO
MMEND IT FOR LIGHT READING, IT IS A HIGHLY TECHNICAL STATISTICAL 
EXERCISE DESIGNED TO ADJUST THE DATA TO A COMMON BASIS SO THAT 
THEY ACCURATELY REFLECT THE NET IMPACT OF CENTRAL GOVERNMENT 
OPERATIONS. BUT THE CONCLUSION STANDS OUT CLEARLY AND 
UNAMBIGUOUSLY* BR I TAIN, 1RANCE, AND GERMANY HAVE ALL BEEN 
MORE "DEFI CI T~Pfl>NE" THANHNE UNITED STATES. CONVERTING EUROPEAN 
BUDGETS TO THE MORE RIGOROUS STANDARDS OF .AMERICAN BUDGET ACCOUN
TING, WE FIND THAT GERMANY, FOR EXAMPLE, HAS HAD A DEFICIT EVER 
SINCE DEFENSE SPENDING BECAME A SIGNIFICANT PORTION OF ITS BUDGET 
FOUR YEARS AGO, AND THAT FRANCE HAS HAD A DEFICIT IN EVERY YEAR 
OF THE PAST DECADE. MOREOVER, THE DEFICITS OF ALL THREE OF THESE 
PJRGPEAN COUNTRIES HAVE, MUCH OF THE TIME, BEEN CONSIDERABLY 
tARGER, RELATIVE TO GROSS NATIONAL PRODUCT, THAN THAT OF 
THE UNITED STATES. 
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FOLLOWS DILLON TEXT AT AMERICAN BANKERS ASSOCIATION MONETARY 
CONFERENCE FOR RELEASE AT ?2i30 ROME TIME. PLEASE PASS URGENTLY 
TO STEVE MANNING TREASURY. 

PART FOUR OF SEVERAL 

. . * PROGRAMMED A ——-
~Wm®m BUDGET ON THE PRESUMPTION THAT THE ECONOMY WILL CONTINUE 
TO EXPAND VIGOROUSLY, APPROACHING FULL EMPLOYMENT BY THE END 
OF THE FISCAL YEAR. 

UNDER SUCH CONDITIONS, OUR BUDGET WOULD GRADUALLY, AND QUITE 
PROPERLY, EXERT INCREASING RESTRAINT ON DEMAND AS THE YEAR 
PROGRESSES. *J*THIS IS BETTER ILLUSTRATED BY THE PROJECTED SURPLUS 
OF $1.8 BILLION IN THE OVERALLCASH ACCOUNT WHICH, IN -» 
CONTRAST WITH THE AOMIN!STRATIVE BUDGET. REFLECTS ALL THE ACTI
VITIES OF THE FEDERAL GOVERNMENT. 

WETHER OR NOT OUR BUDGET TARGET WILL, IN FACT, BE REACHED, 
CANNOT BE FORETOLD WITH CERTAINTY TODAY. WE WON«T KNOW THE 
ANSWER UNTIL TIME HAS TESTED THE BASIC ASSUMPTIONS THAT UNDERLIE 
THE REVENUE ESTIMATES. BUT AS YOU ALL KNOW, GGVERWCNT RECEIPTS 
IN THE UNITED STATES ARE VERY SENSITIVE TO BUSINESS CONDITIONS 
BECAUSE^ THETlEAVY RELIANCE ON THE INCOME TAX* I CAN ASSURE 
YOU THAT EXPENDITURES ARE BEING KEPT WITHIN THE LIMITS OF THE 
REVENUE ESTIMATES. I WOULD BE LESS THAN FRANK IF I DID NOT 
ADMIT THAT OUR FIRST QUARTER RESULTS WERE DISAPPOINTING, 
ALTHOUGH THE SHORTFALL WAS NOT SO GREAT THAT IT CANNOT BE MADE 
U# IN THE MONTHS AHEAD. CERTAINLY MY OWN READINGS OF THE LATEST 
BUSINESS NEWS AND PROFITS FIGURES SUGGEST THAT IT IS STILL 
PREMATURE TO CONCLUDE THAT WE CANNOT ATTAIN OUR GOAL. 
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£S YOU KNOW, WE HAVE SUCCEEDED THIS YEAR IN KEEPING THE DEPICT 
IN OUR EEDERAL BUDGET FAR BELOW THE LEVEL OF FISCAL YEAR 1959 — 
THE LAST SIMILAR RECOVERY PERIOD. THIS HAS BEEN OF MAJOR 
ASSISTANCE IN OUR EFFORT TO FORESTALL ANY SIGNIFICANT TIGHTENING 
OF THE CREIT MARKETS, WITH GOVERNMENT DRAINING OFF RESOURCES AW 
FUNDS THAT MIGHT BETTER BE DEVOTED TO PRODUCTIVE INVESTMENT. 
FOR THE FISCAL YEAR BEGINNING NEXT JULY, WE HAVE PROGRAMMED A 
-fM^rXOMINGT^ 
^fc« ^ w m ^ ^ ' w J >»^JM_t___*0***—***"" 
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CAREFULLY SPELLED OUT ITS IMPLICATIONS FOR COLLECTIVE BARGAINING 
AM PRICING DECISIONS. THE OBJECT IS SIMPLY THIS: TO ENSURE 
THAT LABOR AM GUSINESS ALIKE, IN WEIGHING ALL TIC COMPLEX 
PRESSURES THAT ENTER INTO ANY WAGE PRICE DECISION, ARE ALSO 
FULLY AWARE OF TIC OVERALL NATIONAL INTEREST. 

^C PAST YEAR HAS SEEN SOME SUCCESS IN THESE EFFORTS. DESPITE OUR 
ECONOMIC RECOVERY TIC VERY SIGNIFICANT FACT IS THAT WHOLESALE 
PRICED IN TIC UNITED STATES ARE LOWER TODAY THAN THEY WERE A 
YEAR AGO. THEY HAVE NOW REMAI NED STATIONARY FOR FOUR YEARS. THIS 
PRICE STABILITY HAS SERVED TO IMPROVE THE COMPETITIVE POSITION OF 
THE UNITED JTATES VERSUS OUR FRIENDS IN EUROPE, REVERSING THE 
TREI^TOF EARLIER YEARS. WE WILL CONTINUE TO DO EVERYTHING IN 
OUR POWER TO SEE THAT THIS NEW TREM) CONTINUES. IMPORTANT AMONG 
OUR EFFORTS IS TIC PROMOTION OF A MORE FAVORABLE ENVIROWCNT 
FOR INVESTTCNT. AN JNVESBCNT TAX CREDIT, INCLUDED WITHIN A 
BROADER PROGRAM OF TAX REFORM NOW BEFORE OUR CONGRESS, IS A KEY 
ELEMENT IN OUR APPROACH. AND UPDATING AND SALIFICATION OF 
OUTMODED DEPRECIATION GUIDELINES TO TAKE FULL ACCOUNT OF TIC IMPACT 
OF SWIFTLY CHANG ING TECHNOLOGY ON THE USEFUL LIFE OF EQUIPMENT IS 
ANOTHER. TOGETHER, THESE MEASURES WILL PROVIDE INCENTIVES 
FOR INVESTMENT IN H£W EQULPTCNT COMPARABLE TO THOSE THAT HAVE 
LONG EXISTED IN OTHER LEADING INDUSTRIALIZED NATIONS. 
MONETARY AND DEBT MANAGEMENT POLICIES ARE BEING CONDUCTED IN A 
MANNER TO ENSURE THAT AMPLE FUNDS ARE AVAILABLE, AT REASONABLE COST 
TO FINANCE NEW CAPITAL OUTLAYS. FISCAL POLICY, TOO, HAS BEEN 
CLOSELY ATTUICD TO THE NEED TO ENCOURAGE INVESTMENT — AM) TO 
AVOID THE SORT OF DEMAND PRESSURES THAT COULD ICNACE PRICE 
STABILITY. 
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DOES NOT INCLUDE SHORT TERM CAPITAL FLOWS. THIS IS A TALL ORDER. 
BUT IT IS ONE WE CAN, AND MUST, ACHIEVE. LAST YEAR, WHEN 
CIRCUMSTANCES WERE PARTICULARLY FAVORABLE FOR OUR TRADE ACCOUNT, 
OUR COMMERCIAL TRADE SURPLUS AMOUNTED TO $3 BILLION. THIS 
REFLECTED THE ABNORMALLY LOW IMPORTS OF THE FIRST SIX MONTHS 
OF 1961, WHICH RESULTED FROM THE SLOWDOWN IN OUR ECONOMY. WE 
MUST, HOWEVER, ACCEPT THIS AS A MINIMUM TARGET FOR THE FUTURE AND 
STRIVE TO DO EVEN BETTER. SUCH A TARGET WILL NOT BE EASY TO 
ACHIEVE. BUT IT IS FEASIBLE AW REALISTIC - IF WE AMERICANS 
CONTINUE TO APPLY OURSELVES TO THE TASK WITH ALL THE VIGOR AND 
IMAGINATION IT REQUIRES. 

J^WILL NOT REVIEW IN DETAIL HERE ALL THE MEASURES WE HAVE 
UNDERTAKEN TO MAKE -AMERICANS EXPORT-CONSCIOUS AS NEVER BEFORE, 
TO SUPPORT INDUSYRY*W!TH SHORT TERM CREDIT INSURANCE COMPARABLE TO 
THAT AVAILABLE IN OTHER INDUSTRIAL!"ZED COUNTRIES, AND TO PROVIDE 
COMPREHENSIVE AND SPEEDY INFORMATION ON FOREIGN MARKETS. 1 AM 
CERTAIN, HOWEVER, THAT ALL OF YOU HERE WILL SEE VISIBLE RESULTS 
FROM THESE EFFORTS IN THE MONTHS AND YEARS AHEAD, AS AMERICAN 
BUSINESSMEN MOVE MORE AGGRESSIVELY TO PARTICIPATE INGROWING 
WORLD MARKETS. , . 

JKLL OF THIS EFFORT WILL, OF COURSE, AVAIL US NOTHING IF AMERICAN 
INDUSTRY CANNOT OR DOES NOT DELIVER ITS GOODS AT ATTRACTIVE 
PRICES. RESTRAINT ON COSTS AND STABLE PRICES MUST LIE AT THE 
VERY HEART OF AMERICAN EFFORTS TO SHARPEN OUR COMPETITIVE DRIVE 
IN WORLD MARKETS. 

OUR OVER-ALL APPROACH TO THIS OBJECTIVE IS, I BELIEVE, CLEAR: THE 
THOUGHT THAT PRICE STABILITY DEPENDS ON KEEP I NO WAGE RATES IN 
LINE WITH NATIONAL TRENDS IN PRODUCTIVITY IS HARDLY NEW. 
BUT NEVER BEFORE HAS AN AMERICAN ADMINISTRATION ASSUMED THE 
RESPONSIBILITY FOR DEFINING THAT PRINCIPLE IN SUCH CLEAR 
TERMS — AM) NEVER BEFORE HAS AN AMERICAN ADMINISTRATION SO 
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AMD IN TERMS OF THE FUMJS BEING COMMITTED AT TIC PRESENT TIME, 
THE PORTION FURNISHED BY OUR OWN GOODS AND SERVICES IS EVEN 
HIGHER AND IS STILL INCREASING. BUT JUST AS IN TIC CASE OF 
DEFENSE SPENDING OVERSEAS, THERE ARE LIMITS TO THE FURTHER DOLLAR 
SAVINGS THAT CAN SAFELY BL MADE IN THIS AREA, THE NEEDS OF 
TIC DEVELOPING COUNTRIES ARE LIKELY TO RISE IN THE YEARS AHEAD, 
NOT DECLINE. HENCE, MUCH REMAINS TO BE DONE IN SHARING THIS BURDCI 
MORE EQUITABLY AMONG ALL TIC COUNTRIES ABLE TO BEAR IT. I AM 
HOPEFUL THAT CONTINUED PROGRESS U N BE MADE ALONG THOSE LINES 
THIS W A R . 

ON BALANCE, A REALISTIC APPRAISAL OF ACTIONS NOW UNDERWAY SUGGESTS 
T^HAT THE TOTAL DRAIN ON OUR BALANCE OF PAYMENTS FROM AID AND 
DEFENSE WILL BE REDUCED BY SOMETHING OVER A BILLION DOLLARS A 
YEAR, TO A FIGURE'ON THE ORDER"OF $3 BILLION. 

*_t.. fl_ 

THIS MEANS THAT THE UNITED STATES MUST HAVE A CONTINUING SURPLUS 
OF ABOUT $3 BILLION A YEAR IN THE OTHER ELEMENTS OF OUR BASIC 
BALANCE — TRADE, SERVICES, AND LONG-TERM CAPITAL MOVEMENTS IF 
WE ARE TO ACHIEVE A BALANCE IN THIS ACCOUNT WHICH, AS YOU KNOW, 
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AND SERVICES FROM TO! JJNITED STATES. THIS NOT ONLY ASSISTS THE 
U.S. BALANCE OF PAYMENTS — IT ALSO STRENGTHENS THE MILITARY 
CAPABILITIES OF OUR ALLIES, FOR WE ARE USUALLY IN A POSITION 
TO PRODUCE THE NEEDED EQUIPMENT FASTER AND AT LESS COST THAN 
IT CAN BE PRODUCED IN EUROPE. t*TtOfcr 

AS A FIRST AND MOST IMPORTANT STEP IN THIS EFFORT, AGREEMENT 
flAS BEEN REACHED ON THE ESTABLISHMENT OF A COOPERATIVE LOGISTICS 
SYSTEM WHEREBY THE ARMED FORCES OF THE FEDERAL REPUBLIC OF 
GERMANY WILL INCREASE THE LEVEL OF MILITARY PROCUREMENT IN THE 
UNITED ̂ TATES AND WILL UTILIZE AMERICAN SUPPLY LINES, DEPOTS 
AND MAINTENANCE AND SUPPORT FACILITIES. BY THIS MEANS THE 
FEDERAL REPUBLIC OF GERMANY WILL FULLY OFFSET THE DOLLAR COSTS 
% MAINTAINING y.S. TROOPS IN GERMANY DURING 1961 AND I962. 
DISCUSSIONS ARE "UNDER WAY, OR WILL SOON BE INITIATED, WITH CERTAII 
OF OUR OTHER NATO ALLIES. OUR OBJECT IVE DURING 1 962 FOR TOTAL 
MILITARY CASH RECEIPTS IS APPROXIMATELY ̂ Bt .1 .2 .-BILLION. w I 
BELIEVE THAT WE WILL BE SUCCESSFUL IN ATTAINING THIS OBJECTIVE. 

3 ar 

VJ IS OUR VIEW THAT SUCH MILITARY OFFSET ARRANGEMENTS ARE BOTH 
TOUITABLE AND MUTUALLY BENEFICIAL. THEY PROVIDE A"MEANS WHEREBY 
OUR' ALLIES CAN STRENGTHEN THEIR OWN MILITARY FORCES AT MINIMUM 
COST AND IN WAYS THAT OFTEN WOULD NOT OTHERWISE BE POSSIBLE, 
WHILE AT THE SAME TIME OFFSETTING THE DOLLAR COSTS WHICH'WE INCUR 
IN MAINTAINING OUR .FORCES ON THEIR TERRITORY IN THE JOINT DEFENSE 
OF THE PRECIOUS HERITAGE OF FREEDOM. THUS, THESE AGREEMENTS, 
AT ONE AND THE SAME TIME, BUILD UP BOTH THE MILITARY AND ECONOMIC 
DEFENSES OF THE WEST. ,lhri 

JHE DIMENSIONS OF THE ACTUAL DRAIN ON OUR BALANCE OF PAYMENTS 
fROM ECONOMIC AID - WHILE IMPORTANT - ARE CURRENTLY'MfJCH SMALLER 
THAN MANY HAVE ASSUMED. A SIZABLE FRACTION OF OUR J8̂ R k BILLION 
EXPENDITURE FOR AID - OVER TWO-THIRDS IN 1961 - IS FURNISHED 
IN THE FORM OF U.S. GOODS AND SERVICES. (MORE COMING) 

REINHARDT 
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OUR DOLLAR COSTS FOR DEFENSE ARE HEAVIEST IN GERMANY, WHERE 
THEY AMOUNT TO ABOUT MR 7OO'MILLION A YEAR* IN FRANCE, THEY 
ARE MORE THAN qjjft 3OO MILLION PER YEAR; IN THE UNITED KINGDOM 
ABOUT fS& 250 MILLION, AND IN ITALY, ABOUT 0* 100 MILLION, 

THESE EXPENDITURES REPRESENT THE DOLLAR COST OF MAINTAINING 
I[.S. 'FORCES'OVERSEAS, AND THE HEAVY EXPENDITURES IN ___t_X COUNTRIES 
RESULT FROM THE FACT THAT OUR LARGEST OVERSEAS TROOP DEPLOYMENTS 
ARE HERE IN THE MIQ AREA. 70py ^ r | W 

THERE CAN BE NO DOUBT OF THE NECESSITY TO MAINTAIN LARGE U.S. 
FORCES OVERSEAS FOR OUR OWN SECURITY, FOR THAT.OF OUR NAIQ 
ALLIES, AND FOR THE ENTIRE |REE ̂ PRLD, NOR CAN THERE BE ANY 
DOUBT OF OUR FIRM DETERMINATION TO MEET IN FULL OUR RESPONSI-
BILITES FOR THE DEFENSE OF NATO AND THE FREE WORLD. AS 
.PRESIDENT KENNEDY HAS STATED, THE UNITED'STATES IS PREPARED 
TO MAKE ANY SACRIFICE NECESSARY FORFREE WORLD SECURITY. WE ARE 
PREPARED TO MAINTAIN FULLY EFFECTIVE^MLLIFARY FORCES OVERSEAS 
— WHEREVER NECESSARY AND FOR AS*LONG AS NEEDED. EVEN AS WE 
MEET TODAY, AMERICAN TROOPS ARE DEPLOYING IN THAILAND IN RESPONSE 
TO A REQUEST *FOR ASSISTANCE BY THE ROYAL THA I ""GOVERNMENT AS A 
RESULT OF RENEWED COMMUNIST AGGRESSION IN^AOS.' BUT AT THE 
SAME TIME THAT WE FULFILL THESE MILITARY RESPONSIBILITIES WE 
MUST EXERCISE ALL PRUDENCE TO ENSURE THAT THE ADVERSE IMPACT 
ON OUR BALANCE OF PAYMENTS IS MINIMIZED. 

THE UNITED STATES MUST TRIM ALL NON-ESSENTIAL FOREIGN EXCHANGE 
EXPENDITURES FROM ITS DEFENSE PROGRAMS, THEREFORE, WE ARE 
EMPHASIZING U.S., RATHER THAN FOREIGN PROCUREMENT. WE ARE 
ECONOMIZING IN MANPOWER WHEREVER POSSIBLE WITHOUT LOSS OF MILITARY 
STRENGTH AND WE ARE ENCOURAGING OUR FORCES TO HOLD DOWN THE 
LEVEL OF THEIR PERSONAL EXPENDITURES OVERSEAS. BUT THIS CAN 
ONLY ACCOMPLISH A RELATIVELY SMALL PART OF THE JOB. 

MORE IMPORTANT IS OUR EFFORT TO WORK OUT ARRANGEMENTS IN 
COOPERATION WITH OUR NATO ALLIES FOR OFFSETTING OUR DEFENSE 
EXPENDITURES BY INCREASING THEIR PROCUREMENT OF MILITARY EQUIPMEN1 
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OF CAPITAL. BECAUSE OF BALANCE OF PAYMENTS 
REALITIES, AS WELL AS OUR OWN COMPETING DOMESTIC NEEDS, THE 
AMOUNT OF CAPITAL THAT WE WILL BE ABLE TO FURNISH |S SIMPLY 
NOT ENOUGH TO GO AROUND. IF EUROPE IS TO HAVE ADEQUATE FUNDS 
FOR THE EXPANSION THAT IS NOW WITHIN ITS GRASP, IT MUST DEVELOP 
UP TO DATE MECHANISMS TO MOBILIZE ITS OWN CAPITAL RESOURCES -
MECHANISMS THAT DO NOT EXIST TODAY IN MOST OF CONTINENTAL 
EUROPE. 

TO RETURN TO OUR BALANCE OF PAYMENTS AND TO PUT IT INTO PROPER 
PERSPECTIVE, LET ME REVIEW THE BROAD STRATEGY THAT LIES BEHIND 
ALL OF OUR EFFORTS TO RESTORE A BALANCE IN OUR INTERNATIONAL 
ACCOUNTS. 

AS YOU KNOW, SPENDING FOR THE DEFENSE AND ECONOMIC SUPPORT OF THE 
fREE WORLD IMPOSES A UNIQUELY HEAVY BURDEN ON THE UNITED STATES 
BALANCE OF PAYMENTS. THE ANNUAL DOLLAR COST OF OUR DEFENSE 
EXPENDITURES OVERSEAS HAS BEEN ROUGHLYJ^R 3 BILLION IN RECENT 
YEARS, SUBSTANTIALLY. MORE THAN OUR AVERAGE BASIC PAYMENTS DEFICIT, 
I WOULD LIKE TO EMPHASIZE THAT T 
BALANCE OF PAYMENTS IMPACT -- NOT THE BUDGETARY COST TO THE 

_2_? 
5pR 3 BILLION FIGURE IS THE 
"HE I 

UNITED STATES, W H K ^ y ^ V E J ^ T J ^ ^ G ^ . , g ^ 
APPROXIMATELY 2 BILLION OF THIS IS SPENT 
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COUNTRIES, HAVE BOTH THE FACILITIES AND FREEDOM TO PLACE^THEIR 
FUNDS ABROAD WITHOUT RESTRICTION, ON A BASIS COMPARABLE TO -
AND SOMETIMES EVEN MORE FAVORABLE THAN - DGMESTIC INVESTMENT. 

JHESE CONDITIONS ARE AN ANOMALY IN A WORLD OF CONVERTIBLE 
CURRENCIES -- A WORLD IN WHICH BARRIERS TO TRADE HAVE BEEN 
STEADILY REDUCED — A WORLD CHARACTERIZED BY^AMERICAN DEFICITS 
AND EUROPEAN SURPLUSES. I AM NOT SUGGESTING THAT THE JFLLTED 
STATES, AS THE RICHEST AND MOST PRODUCTIVE NATION ON EARTH, ' 
SHOULD CEASE TO EXPORT CAPITAL, NOR DO I SUGGEST THAT ACTION 
TO FREE THE FLOW OF INVESTMENT FUNDS FROM OTHER COUNTRIES WOULD 
RELIEVE THE UNITED JPTATES OF ITS RESPONSIBILITIES FOR VIGO
ROUS AND EFFECTIVE ACTION IN OTHER DIRECTIONS TO REDUCE ITS 
PAYMENTS DEFICIT. BUT PROGRESS TOWARD A BROADER, MORE FLUID 

INTERNATIONAL MARKET FOR CAPITAL-DOES SEEM TO ME TO BE AN 
ESSENTIAL PART OF OUR AMERICAN EFFORT TO ACHIEVE AND SUSTAIN 

INTERNATIONAL PAYMENTS EQUILIBRIUM. AT THE SAME T1 ME,^MORE EFFEC
TIVE MEANS OF MOBILIZING THE HUGE POTENTIAL FOR SAVINGS IMPLICIT 

IN THE DRAMATIC ECONOMIC EXPANSION OF WESTERN |UROPE MUST BE 
DEVELOPED IF EUROPE IS TO FULFILL ITS HOPES FM CONTINUED RAPID 
ECONOMIC GROWTH IN THE YEARS AHEAD. 

•4YM1 •TSANH " P<^ * If<TO PROPER 
WESTERN EUROPE IS IN A PERIOD OF ECONOMIC GROWTHJSTHAT. CAN AND 
SHOULD LEAD TO STANDARDS OF^LIVING COMPARABLE TO THOSE IN THE 
UNITED fTATES. BUT WE IN THE JJNITED STATES WOULD NOT HAVE BEEN 
ABLE TO ACHIEVE OUR PRESENT STANDARD WITHOUT THE DEVELOPMENT 
OF A CAPITAL MARKET WHOSE BREADTH AND FLEXIBILITY REMAIN UNPA- "HE 
RALLELED. THE PLAIN FACT IS THAT WESTERN EUROPE?WILL NOT BE ft-
ABLE TO APPROACH THE AMERICAN STANDARD OF LIVING UNTIL IT DEVE
LOPS WAYS AND MEANS OF MOBILIZING ITS OWN EXTENSIVE SAVINGS 
AND CAPITAL THAT ARE FULLY AS EFFECTIVES THOSE OF THE J|EW ICJ 
XORK MARKET. THIS IS AN AREA WHERE THE'INTERESTS OF-THE IGNITED 
STATES AND WESTERN EUROPE COINCIDE COMPLETELY. WESTERN EiJROPEAN 
ECONOMIC GRC&fTH WILL REQUIRE AN ENORMOUS MOB ILI Zlt I ON OF 
(MORE COMING) 
RJT 
NOTE: TREASURY NOTIFIED f/l8/62 7«2i AM 
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BE READILY CONVERTIBLE INT© GOLD UPON DEMAND AT THEJFIXED 
PRICE OF Dfcjr35- AN OUNCE. 

|T FURTHER MEANS THAT ALL OF US — EVERY NATION WITH A STAKE 
IN A STABLE INTERNATIONAL FINANCIAL MECHANISM — HAVE A.STRONG 
INTEREST IN THE ELIMINATION' OF THE LINGERING JiNtTED J|TATES 
PAYMENTS DEFICIT. ** ** 

JHE CHIEF RESPONSIBLITY FOR RIGHTING THAT DEFICIT RESTS, OF 
ffoURSE,WITH THE UNITE- gTATES. WE RECOGNIZE TH ̂ RESPONSIBILITY, 
AND WE ARE PREPARED TO DO WHAT IS NECESSARY TO ELIMINATE THE 
DEFICIT AND TO PRESERVE THE VALUE OF THE-DOLLAR. BUT THE NATURE 
OF THE EVENTUAL SOLUTION -- AND THE SPEED WITH WHICH IT IS REA
CHED — ALSO DEPENDS UPON THE DEGREE TO WHICH THE SURPLUS 
COUNTRIES OF V/£STERN EUROPE ACCEPT A COMPLEMENTARY RESPONSIBI
LITY. -" * 

V' m : : «"D 
.RECOGNITION OF THE NEED FOR COORDINATED, COOPERATIVE ACTION HAS 
'BEEN APPARENT IN MANY AREAS OVER THE PAST YEAR., THIS PROVIDES 
SOLID GROUND FOR CONFIDENCE AS WE LOOK AHEAD. '"NEVERTHELESS, 
MUCH REMAINS TO BE DONE. AND THIS IS NQWJHERE MORE TRUE THAN 
IN ONE AREA OF DIRECT CONCERN TO EVERYONE IN THIS ROOM*'•* THE 
ARRANGEMENTS FOR RAISING AND DISTRIBUTING CREDIT AND CAPITAL 
IN WORLD MARKETS. POTENTIAL INVESTMENT FUNDS ARE STILL T00 
OFTEN DAMMED UP BEHIND NATIONAL BOUNDARIES BY LEGAL RESTRICTIONS 
OR INSTITUTIONAL BARRIERS — EVEN WHEN ANY NEED FOR THESE REi-
STRICTIONS HAS LONG SINCE PASSED. CAPITAL DOES NOT - AS IT 
SHOULD - FLCW FREELY FROM THOSE WITH AMPLE RESOURCES TO THE 
POINTS OF GREATEST NEED. BENEFITS AND BURDENS "OFTEN BEAR LITTLE 
RELATIONSHIP TO CURRENT PATTERNS OF TRADE OR TO THE UNDERLYING 
PAYMENTS POSITION OF A COUNTRY. 

JHIS IS REFLECTED IN THE FACT THAT MOST GOVERNMENTS OR BUSINESSES, 
WHEN RAISING FUNDS OUTSIDE THEIR OWN COUNTRY, STILL LOOK 
TO THE UNITED STATES AS THE ONLY READILY AVAILABLE SOURCE. 
CONVERSELY, AMERICAN INVESTORS, UNLIKE THOSE IN MOST OTHER 
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DELIGHTED TO JOIN WITH YOU IN THIS NINTH ANNUAL MONTARY 
TONFERENCE, WHICH HAS BROUGHT TOGETHER SO MANY OF THOSE W O , 
AS PUBLIC OFFICIALS OR PRIVATE CITIZENS, SHARE RESPONSIBILITY 
FOR THE FINANCIAL POLICIES OF THE FREE WORLD. OUR COMMON 
OBJECTIVE OF A DURABLE INTERNATIONAL PAYMENTS SYSTEM, CAPABLE 
OF SUPPORTING Am NOURISHING ECONOMIC GROWTH AND EXPANDED 
TRADE, CANNOT BE ACHIEVED BY NATIONS WORKING IN ISOLATION. 
LASTING PROGRESS DEPENDS UPON CONCERTED ACTION BY, ALL OF OUR 
GOVERNMENTS AND BY LABOR, BUSINESS, AND FINANCE WITHIN EACH 
COUNTRY. SUCH COOPERATION CAN FLOURISH ONLY IN AN ATMOSPHERE 
OF FRANK DISCUSSION -_ THE SORT OF ATMOSPHERE PROVIDED BY THIS 
MEETING. THE OPPORTUNITY WHICH WE AMERICANS HAVE HAD TO MEET 
IN SUCH PLEASANT SURROUNDINGS WITH OUR EMINENT EUROPEAN 
COLLEAGUES HAS BEEN MOST USEFUL IN GIVING US A CLEARER APPRECIA
TION OF OUR COMMON PROBLEMS. I AM THANKFUL TO THE AMERICAN 
BANKERS ASSOCIATION AND TO OUR ITALIAN HOSTS FOR MAKING THIS 
"POSSIBLE/' 

/JHE JREE WORLD'S MONETARY SYSTEM, AS IT HAS EVOLVED SINCE &ORLD 
T A R *l I ,-RESTS INESCAPABLY ON THE FULL ACCEPTABILITY OF THE*DOLLAR 
%$. A SUPPLEMENT TO GOLD IN FINANCING-WORLD TRADE. NO PRACTICABLE 
ALTERNATIVE IS IN SIGHT. THIS MEANS THAT THE DOLLAR HOLDINGS 
OF CENTRAL BANKS MUST CONTINUE, IN THE FUTURE AS IN THE PAST TO 
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I am delighted to join with you in this Ninth Annual Monetary 
Conference, which has brought together so many of those who, as 
public officials or private citizens, share responsibility for the 
financial policies of the free world. Our common objective of a 
durable international payments system, capable of supporting and 
nourishing economic growth and expanded trade, cannot be achieved 
by nations working in isolation. Lasting progress depends upon con
certed action by all of our governments and by labor, business, and 
finance within each country. Such cooperation can flourish only in 
an atmosphere of frank discussion — the sort of atmosphere provided 
by this meeting. The opportunity which we Americans have had to 
meet in such pleasant surroundings with our eminent European col
leagues has been most useful in giving us a clearer appreciation of 
our common problems. I am thankful to the American Bankers Associa
tion and to our Italian hosts for making this possible. 
The Free World's monetary system, as it has evolved since World 
War II, rests inescapably on the full acceptability of the dollar 
as a supplement to gold in financing world trade. No practicable 
alternative is in sight. This means that the dollar holdings of 
central banks must continue, in the future as in the past,to be 
readily convertible into gold upon demand at the fixed price of $35 
an ounce. 

It further means that all of us — every nation with a stake in 
a stable international financial mechanism -- have a strong interest 
in the elimination of the lingering United States payments deficit. 

D-493 
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The chief responsibility for righting that deficit rests, of 
course, with the United States. We recognize this responsibility, 
and we are prepared to do what is necessary to eliminate the deficit 
and to preserve the value of the dollar. But the nature of the 
eventual solution — and the speed with which it is reached -- also 
depends upon the degree to which the surplus countries of Western 
Europe accept a complementary responsibility. 

Recognition of the need for coordinated, cooperative action has 
been apparent in many areas over the past year. This provides solid 
ground for confidence as we look ahead. Nevertheless, much remains 
to be done. And this is nowhere more true than in one area of direct 
concern to everyone in this room: the arrangements for raising and 
distributing credit and capital in world markets. Potential invest
ment funds are still too often dammed up behind national boundaries 
by legal restrictions or institutional barriers — even when any 
need for these restrictions has long since passed. Capital does not -
as it should — flow freely from those with ample resources to the 
points of greatest need. Benefits and burdens often bear little rela
tionship to current patterns of trade or to the underlying payments 
position of a country. 
This is reflected in the fact that most governments or businesses, 
when raising funds outside their own country, still look to the United 
States as the only readily available source. Conversely, American 
investors, unlike those in most other countries, have both the faci
lities and freedom to place their funds abroad without restriction, 
on a basis comparable to — and sometimes even more favorable than --
domestic investment. 

These conditions are an anomaly in a world of convertible cur
rencies — a world in which barriers to trade have been steadily re
duced — a world characterized by American deficits and European 
surpluses. I am not suggesting that the United States, as the richest 
and most productive nation on earth, should cease to export capital. 
Nor do I suggest that action to free the flow of investment funds 
from other countries would relieve the United States of its responsi
bilities for vigorous and effective action in other directions to 
reduce its payments deficit. But progress toward a broader, more 
fluid international market for capital does seem to me to be an essen
tial part of our American effort to achieve and sustain international 
payments equilibrium. At the same time, more effective means of 
mobilizing the huge potential for savings implicit in the dramatic 
economic expansion of Western Europe must be developed if Europe is 
to fulfill its hopes for continued rapid economic growth in the years 
ahead. 
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Western Europe is in a period of economic growth that can and 
should lead to standards of living comparable to those in the United 
States. But we in the United States would not have been able to 
achieve our present standard without the development of a capital 
market whose breadth and flexibility remain unparalleled. The plain 
fact is that Western Europe will not be able to approach the American 
standard of living until it develops ways and means of mobilizing 
its own extensive savings and capital that are fully as effective as 
those of the New York market. This is an area where the interests 
of the United States and Western Europe coincide completely. Western 
European economic growth will require an enormous mobilization of 
capital. Because of balance of payments realities, as well as our 
own competing domestic needs, the amount of capital that we will be 
able to furnish is simply not enough to go around. If Europe is to 
have adequate funds for the expansion that is now within its grasp, 
it must develop up to date mechanisms to mobilize its own capital 
resources --mechanisms that do not exist today in most of continental 
Europe. 
To return to our balance of payments and to put it into proper 
perspective, let me review the broad strategy that lies behind all 
of our efforts to restore a balance in our international accounts. 

As you know, spending for the defense and economic support of 
the Free World imposes a uniquely heavy burden on the United States 
balance of payments. The annual dollar cost of our defense expendi
tures overseas has been roughly $3 billion in recent years, sub
stantially more than our average basic payments deficit. I would 
like to emphasize that the $3 billion figure is the balance of pay
ments impact -- not the budgetary cost to the United States, which 
is several times higher. 

Approximately $2 billion of this is spent in NATO countries. 
Our dollar costs for defense are heaviest in Germany, where they 
amount to about $700 million a year. In France, they are more than 
$300 million per year; in the United Kingdom about $250 million, 
and in Italy, about $100 million. 

These expenditures represent the dollar cost of maintaining 
U. S. Forces overseas, and the heavy expenditures in NATO countries 
result from the fact that our largest overseas troop deployments 
are here in the NATO area. 

There can be no doubt of the necessity to maintain large U. S. 
Forces overseas for our own security, for that of our NATO allies, 
and for the entire Free World. Nor can there be any doubt of our' 
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firm determination to meet in full our responsibilities for the 
defense of NATO and the Free World. As President Kennedy has stated 
the United States is prepared to make any sacrifice necessary for 
Free World security. We are prepared to maintain fully effective 
military forces overseas -- wherever necessary and for as long as 
needed. Even as we meet today, American troops are deploying in 
Thailand in response to a request for assistance by the Royal Thai 
Government as a result of renewed communist aggression in Laos.But 
at the same time that we fulfill these military responsibilities 
we must exercise all prudence to ensure that the adverse impact on 
our balance of payments is minimized. 

The United States must trim all non-essential foreign exchange 
expenditures from its defense programs. Therefore, we are em
phasizing U. S., rather than foreign procurement. We are econo
mizing in manpower wherever possible without loss of military 
strength and we are encouraging our forces to hold down the level of 
their personal expenditures overseas. But this can only accomplish 
a relatively small part of the job. 

More important is our effort to work out arrangements in co
operation with our NATO allies for offsetting our defense expendi
tures by increasing their procurement of military equipment and 
services from the United States. This not only assists the U. S. 
balance of payments — it also strengthens the military capabili
ties of our allies, for we are usually in a position to produce the 
needed equipment faster and at less cost than it can be produced in 
Europe• 

As a first and most important step in this effort, agreement 
has been reached on the establishment of a cooperative logistics 
system whereby the armed forces of the Federal Republic of Germany 
will increase the level of military procurement in the United States 
and will utilize American supply lines, depots and maintenance and 
support facilities. By this means the Federal Republic of Germany 
will fully offset the dollar costs of maintaining U. S. troops in 
Germany during 1961 and 1962. Discussions are under way, or will 
soon be initiated, with certain of our other NATO allies. Our ob
jective during 1962 for total military cash receipts is approxi
mately $1.2 billion. I believe that we will be successful in attain
ing this objective. 
It is our view that such military offset arrangements are both 
equitable and mutually beneficial. They provide a means whereby our 
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allies can strengthen their own military forces at minimum cost and 
in ways that often would not otherwise be possible, while at the 
same time offsetting the dollar costs which we incur in maintaining 
our forces on their territory in the joint defense of the precious 
heritage of freedom. Thus, these agreements, at one and the same 
time, build up both the military and economic defenses of the West. 

The dimensions of the actual drain on our balance of payments 
from economic aid -- while important -- are currently much smaller 
than many have assumed. A sizable fraction of our $4 billion ex
penditure for aid — over two-thirds in 1961 — is furnished in the 
form of U. S. goods and services. And in terms of the funds being 
committed at the present time, the portion furnished by our own 
goods and services is even higher and is still increasing. But just 
as in the case of defense spending overseas, there are limits to the 
further dollar savings that can safely be made in this area. The 
needs of the developing countries are likely to rise in the years 
ahead, not decline. Hence, much remains to be done in sharing this 
burden more equitably among all the countries able to bear it. I 
am hopeful that continued progress can be made along those lines 
this year. 
On balance, a realistic appraisal of actions now underway 
suggests that the total drain on our balance of payments from aid 
and defense will be reduced by something over a billion dollars a 
year, to a figure on the order of $3 billion. 

This means that the United States must have a continuing surplus 
of about $3 billion a year in the other elements of our basic balance -• 
trade, services, and long-term capital movements if we are to achieve 
a balance in this account which, as you know, does not include short 
term capital flows. This is a tall order. But it is one we can, 
and must, achieve. Last year, when circumstances were particularly 
favorable for our trade account, our commercial trade surplus amounted 
to $3 billion. This reflected the abnormally low imports of the first 
six months of 1961, which resulted from the slowdown in our economy. 
We must, however, accept this as a minimum target for the future and 
strive to do even better. Such a target will not be easy to achieve. 
But it is feasible and realistic — if we Americans continue to apply 
ourselves to the task with all the vigor and imagination it requires. 
I will not review in detail here all the measures we have under
taken to make Americans export-conscious as never before, to support 
industry with short term credit insurance comparable to that available 
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in other industrialized countries, and to provide comprehensive 
and speedy information on foreign markets. I am certain, however, 
that all of you here will see visible results from these efforts 
in the months and years ahead, as American businessmen move more 
aggressively to participate in growing world markets. 

All of this effort will, of course, avail us nothing if American 
industry cannot or does not deliver its goods at attractive prices. 
Restraint on costs and stable prices must lie at the very heart of 
American efforts to sharpen our competitive drive in world markets. 

Our over-all approach to this objective is, I believe, clear: 
the thought that price stability depends on keeping wage rates in 
line with national trends in productivity is hardly new. But never 
before has an American Administration assumed the responsibility 
for defining that principle in such clear terms -- and never before 
has an American Administration so carefully spelled out its impli
cations for collective bargaining and pricing decisions. The object 
is simply this: to ensure that Labor and Business alike, in weigh
ing all the complex pressures that enter into any wage price deci
sion, are also fully aware of the overall national interest. 
The past year has seen some success in these efforts. Despite 
our economic recovery the very significant fact is that wholesale 
prices in the United States are lower today than they were a year 
ago. They have now remained stationary for four years. This price 
stability has served to improve the competitive position of the 
United States versus our friends in Europe, reversing the trend of 
earlier years. We will continue to do everything in our power to 
see that this new trend continues. Important among our efforts is 
the promotion of a more favorable environment for investment. An 
investment tax credit, included within a broader program of tax re
form now before our Congress, is a key element in our approach. 
And updating and simplification of outmoded depreciation guidelines 
to take full account of the impact of swiftly changing technology 
on the useful life of equipment is another. Together, these measures 
will provide incentives for investment in new equipment comparable to 
those that have long existed in other leading industrialized nations. 
Monetary and debt management policies are being conducted in a 
manner to ensure that ample funds are available, at reasonable cost, 
to finance new capital outlays. Fiscal policy, too, has been closely 
attuned to the need to encourage investment -- and to avoid the sort 
of demand pressures that could menace price stability. 



-7- -; Qw 

As you know, we have succeeded this year in keeping the deficit 
in our Federal budget far below the level of fiscal year 1959 --
the last similar recovery period. This has been of major assistance 
in our effort to forestall any significant tightening of the credit 
markets, with government draining off resources and funds that might 
better we devoted to productive investment. For the fiscal year 
beginning next July, we have programmed a balanced budget on the 
presumption that the economy will continue to expand vigorously, ap
proaching full employment by the end of the fiscal year. 

Under such conditions, our budget would gradually, and quite 
properly, exert increasing restraint on demand as the year progresses. 
This is better illustrated by the projected surplus of $1.8 billion 
in the overall cash account which, in contrast with the administra
tive budget, reflects all the activities of the Federal government. 

Whether or not our budget target will, in fact, be reached, can
not be foretold with certainty today. We won't know the answer until 
time has tested the basic assumptions that underlie the revenue esti
mates. But as you all know, government receipts in the United States 
are very sensitive to business conditions because of the heavy reli
ance on the income tax. I can assure you that expenditures are being 
kept within the limits of the revenue estimates. I would be less 
than frank if I did not admit that our first quarter results were 
disappointing, although the shortfall was not so great that it can
not be made up in the months ahead. Certainly my own readings of the 
latest business news and profits figures suggest that it is still 
premature to conclude that we cannot attain our goal. 
Whatever the precise budgetary outcome 14 months hence, the 
really crucial fact is that the economic effect of any particular 
surplus or deficit can be judged only in the context of the existing 
business environment. If our economy fails to sustain the momentum 
we anticipate, labor will remain freely available and industry will 
continue to operate well below capacity. Under such circumstances, 
experience shows that a moderate deficit would not be inflationary, 
just as the rather substantial deficit of the past twelve months, 
with manpower and goods in ample supply, has not been inflationary --
and, for that matter, just as the much larger deficit in fiscal 1959 
was not accompanied by any general price increase. And here I 
would like to say that our deficit for the current fiscal year ending 
on June 30th is today estimated at $7 billion, exactly the same as 
our official estimates of last October and last January. 
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The fact that there is no automatic relationship between 
budgetary deficits and price inflation, or between budget deficits 
and the balance of payments, is brought home forcefully by a re
cent study comparing the budgets of the United States with those 
of the three largest European countries. I do not recommend it for 
light reading. It is a highly technical statistical exercise de
signed to adjust the data to a common basis so that they accurately 
reflect the net impact of central government operations. But the 
conclusion stands out clearly and unambiguously: Britain, France, 
and Germany have all been more "deficit-prone" than the United 
States. Converting European budgets to the more rigorous standards 
of American budget accounting, we find that Germany, for example, 
has had a deficit ever since defense spending became a significant 
portion of its budget four years ago, and that France has had a 
deficit in every year of the past decade. Moreover, the deficits 
of all three of these European countries have, much of the time, 
been considerably larger, relative to gross national product, than 
that of the United States. 
What is one to conclude in view of the fact that two countries -
France and Germany -- which, using our basis of budgetary accounting, 
have had relatively large budgetary deficits in recent years, have 
also had the largest surpluses in their international accounts? 

Certainly not that large deficits are the road to salvation. 

We all know that the wrong deficit at the wrong time can pave 
the road to inflation. But, in discussing budget policy, we too 
often fall into the trap of forgetting that it is inflation which 
is the real enemy. We should always bear in mind that moderate 
budget deficits incurred during periods of inadequate demand and 
which do not exert upward pressures on price levels -- are quite 
different in their economic effect from deficits incurred when the 
economy is operating at full capacity. 

In this connection, the relationship of the Federal debt to the 
gross national product --in other words, the ability of the national 
economy to carry the debt burden — is also pertinent. In this area, 
the record of the United States has been and continues to be very 
good. From a situation at the end of the war when the Federal debt 
amounted to about 125 percent of our gross national product, the 
percentage has continually declined and today stands at about 53 per" 
cent. This compares with a ratio of 56 percent just one year ago, 
and a ratio of about 50 percent in 1941, before wartime expenditures 
sent our debt soaring. The addition of our growing state and local 
debt would modify these percentages only slightly. The general 
picture would not be changed. 
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Price stability — investment in modern machinery -- an export-
minded government and industry -- these are the keys to an expanding 
trade surplus for the United States in the years ahead, a surplus 
achieved not by retreat to controls or deflation, but firmly grounded 
in the ability of American Business to pour out into world markets 
new and improved products at attractive prices. Our trade surplus 
is already large. But it is not quite large enough to cover our com
mitments for defense and aid, as well as our current volume of pri
vate investment abroad. However, the needed margin is within reach --
and reach it we mean to do. 

The preliminary results from the first quarter of 1962 clearly 
show that our efforts are beginning to bear fruit. Despite an in
crease of $550 million in our imports as compared to the unusually 
depressed level of the first quarter of 1961 — an increase that is 
the natural reflection of our economic recovery -- our overall defi
cit for the quarter was just $100 million larger than in the same 
quarter last year. Leaving imports aside this represents a solid 
improvement of $450 million in all the other elements of our balance 
of payments. Overall, these results show an improvement of a billion 
dollars over the deficit incurred during the fourth quarter. IXiring 
the first quarter of this year our basic deficit ran at an annual 
rate approximately $1.2 billion, and our overall deficit at an annual 
rate of $1.8 billion. The continuing and growing effect of our vari
ous efforts to correct our balance of payments should serve to main
tain or improve these results as the year progresses. 
We should not, however, center all our attention and all our 
efforts on our trade balance. A danger will remain so long as the 
United States stands virtually alone in providing a free and effec
tive capital market, absorbing the bulk of the marginal demands for 
funds from other countries, surplus and deficit alike. Then, the 
dollars saved in defense and aid, and the dollars earned in trade, 
could too easily be drained away in an accelerating outflow of 
American capital. 

I am not referring to sudden and massive shifts of liquid funds 
in response to interest rate differentials, to speculative considera
tions, or to other factors. That difficult problem has already re
ceived much attention, and our mutual defenses are being strengthened. 
I am referring to the basic world market for long-term capital. 

This long-term capital market has two major facts: direct invest
ment and portfolio investment. It is the latter, or rather a portion 
of the latter, which is my chief interest today, although I will say 
a few words first on the subject of direct investment. 



-10-

The United States has consistently favored free capital movemen 
the ability of individuals or companies to invest their funds where 
they will. There has been no change in that view. We are, however, 
asking our Congress to end the tax inducements to American investmen 
in other industrialized countries, particularly the inducements 
which flow from the mushrooming use of so-called tax havens. The 
object is not to discourage capital from going abroad in search 
of higher gross return. That sort of investment will, in the long 
run, serve the investor, the United States, and the recipient 
country alike. We recognize that the great bulk of our foreign 
investment is of this type and is not tax-induced. We do, however, 
want to make sure that our tax system does not unwittingly -- and 
artificially -- spur this outflow. We wish only to eliminate margins 
foreign investment that is induced primarily by tax considerations. 
While there is no expectation that such action will dramatically 
reduce the outflow of direct investment funds from the U. S., it 
will be of some help — and every bit counts in the effort to elimi
nate our payments deficit. 
In the field of portfolio investment, I am not interested in the 
purchase of foreign equities by American investors, a process that 
is an essential element of free capital movement. What I am con
cerned with is the increasing use of the various mechanisms of the 
New York capital market by European borrowers to raise funds for thei 
own internal purposes. Today, the plain fact is that underwriting an 
distributing facilities in the industrialized countries of contin
ental Western Europe, are generally inadequate to meet the foreseeabl 
needs of domestic borrowers — much less those from abroad. That is 
not a healthy environment for long-term domestic growth. It 
inevitably means higher borrowing costs and a shortage of funds for 
firms and industries that lack their own internal sources of capital. 
And, when combined with controls and restrictions on capital move
ments lingering on from earlier days, it has the incongruous effect 
of shunting to the New York market new issues from the surplus 
countries, even as we in the United States are endeavoring to erase 
deficit. 
While the current relatively favorable interest rates in the 
New York Market are, of course, attractive to foreign borrowers, 
there is plenty of evidence that a large part of the current European 
borrowing in New York is as much a reflection of the greater and 
more ready availability of funds in the New York capital markets as 
it is of interest rates. In other words, the indications are thatma 
of the current European borrowers would be coming to New York even if 
our interest rate structure were somewhat higher. They would be 
coming because they find it more difficult to raise the needed funds 
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in Europe than in New York. A case in point is the current$25 million 
borrowing by the European Coal and Steel Community. 

This does not seem to me to be a very efficient use of the World1 s 
capital resources. The years to come will certainly see a growing 
demand for capital from countries which cannot be expected to develop 
their own capital markets. Such countries have traditionally looked 
to the capital markets of New York and London to raise their funds. 
This is a normal procedure and should continue. But it will be more 
difficult for these countries to meet their needs if they must 
compete in the New York market for necessarily limited funds with 
continental European borrowers who, given fully adequate European 
capital markets, should normally be able to find the needed funds 
without having to cross the Atlantic. 
It is true that a large proportion of the European issues that 
have been publicly floated in New York have ultimately been taken up 
by European investors, which, among other things, shows that these 
investors are prepared to lend their money long-term at lower rates 
than are currently quoted in their own capital markets. Thus, the 
burden on our international accounts has not been as large as it may 
have appeared from a simple total of the volume of new issues sold 
in New York. But the burden is nonetheless real. And so long as 
the imbalance in facilities and controls remains, so will the threat 
that an accelerating flow of these issues could undermine our efforts 
in other directions. And as long as continental Western Europe 
continues to operate with inadequate and out-moded capital markets 
it can have no solid assurance that the capital required to ensure 
steady and rapid growth will, in fact, be available. I am glad that 
the OECD has now recognized the importance of this problem and has 
commenced to work actively in this field. We should all of us give 
this effort our full support. 
I recognize that progress toward relaxing some of the formal 
controls on external capital flows is already evident in most indus
trialized countries. Nevertheless, residents of only a few Western 
European countries have freedom today to invest abroad wherever they 
may wish, and in whatever form they may desire. Some type of official 
authorization and approval is still commonplace, and outright pro
hibition is not infrequent. The volume of foreign bonds offered in 
Western European countries in recent years has, except in one or two of 
the smaller countries, been negligible — and in some countries, 
non-existent. And, it still appears that bank funds are readily 
available to foreign borrowers, in substantial volume and without 
ties to exports, only when they are in the form of U. S. dollars. 
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Thus, we have a long way to go before we can be satisfied that 
our arrangements for raising and distributing capital within the 
Free World are in step with our progress toward freer trade and highei 
standards of living. I, for one, shall be uneasy so long as virtually 
all the world -- surplus and deficit countries alike — those capable 
of generating a high level of savings internally and those operating 
close to subsistence levels -- must look to the United States as 
their principal, if not only, source of marginal capital. 

Progress in this area cannot come with dramatic speed. Markets 
have been insulated too long. The whole psychology of a generation 
of investors must be changed. New institutional structures must be 
developed. But as I look at the development of Western Europe from 
a distance, it seems to me that the logic of internal growth and 
development points in this direction. 

More efficient capital markets will be essential to sustain 
growth -- and should themselves tend to reinforce other factors that 
could bring about a lower level of long-term interest rates more in 
line with those typical of the American market. Already, some 
tendency in that direction has developed. In this interdependent 
world of ours, I would expect that tendency to continue. 

I am not calling today for any radical new departures in policy. 
I am asking only that we willingly accept the logic of our evolving 
world economy, and press ahead with all our vigor to cast off those 
restrictions that still impede the free flow of capital, both within 
and between nations. This is clearly not a job for governments alone, 
but for banking leadership and banking statesmanship as well. I 
submit it as a special challenge for all of you who have a vital 
interest in expanded trade between nations, growth at home, a durable 
payments system, and a strong free enterprise economy. 

0O0 
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Ttmm wan have newr £ &m& thsir freedom easy to achieve, 

to fgaintain or to defend. But fm* *i* have an advantage 

owr tho*# who mrm not £***• Th# vitality and resiliency of 

people who choose their own path will always triutsph over 

_ dev istern Europe 
the ri-idicy of any system in ̂ hleh ̂ mmmXm aire driven to d© 

the ^111 of tha state. This has been, md will continue to fee* 
es tend to reinforce other fact 

thm history of man — the eventual triumph of freedom over 

tyranny. 

as we! 
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path of true progress for hui_a_*ifcy requires tha* individual 

dignity and freadom temmm pace with industrial progress. 

Nevertheless, those *ho would spread this doctrine 

represent a forg&dable force. If we ara to continue to 

successfully combat their efforts, ^e will nmmd all the 

energy and all tha wisdom v?® cam siuster. Wa mist also mm 

prepared to mmkm thm necessary sacrifices, for this struggle 

will continue to detnsnd a sizable part of our human and natural 

resources. 

Above all, business, labor, education, government, and 

all other ale_»aits of our diverse society, mist be united In 

tha coroon effort to strengthen our freedom, to advance tha 

opportunities for our citizenry, add to improve our national 

ve 11 -being. C-nly in this way can we Americans bring to bear 

the latent powar which will hm nmmdmd if our precious heritage 

of human libert>Hs to mm preserved ami extended throughout the 

%iorld. 
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f armars — nor anyone else — can operate independently of 

the public interest without doing grave Injury to our nation. 

As President &mzmm&? said recently to the United Auto Workers: 

**tt is incumbent upon all of us to consider the general welfare 

and tha public interest because the public interest Is your 

interest.* 

The struggle in which we are Involved will be a long one. 

There are those in tha world who believe that tha state should 

make all tha decisions, $md this doctrine has capturad tha 

minds of one~third of the earth*s population. Unquestionably, 

for a developing country, this sytem offers a certain temptation 

If the state can exercise complete control of all human and 

material resources, can compel the population to serve its 

ends to the limit of endurance, &&& can use the wealth created 

in any way it sees fit, tha probletas of economic development 

may appear to mm simple. But this is only a mirage, for tha 
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into the mass, our discrimination and lao^vidkaiifcf• *• tha 

individuality "which gives us our strongest motivation to 

remain free -* will become blmifcad h? laak of use, Tha ef fort 

and raward of active involvement in tha publle welfmtm is 

never boring. It is a certain antidote for submersion of the 

individual in the mass society. JHere, let me say a word about 

careers in govatnrtantf Any of fou who davota your lives to 

caraar government serviea, wharavar it mmy ®af will not only 

find yourselves in tha company Of a hard-forking, intelligent, 

group of Africans, but will also obtain tha reward that momma 

fross a life of service. Such service can be rendered In many 

ways, at many levels of govasnsartt., federal, state wm& local. 

ivery type BM kind of talent is required. 

xF#r those of ^Ou who choose caraars in privata Ufa, tha 

national interest will also be ever*prasant as you carry out 

your daily tasks. For today, neither businessmen, workers, 
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dabata. I would like to sea ovary African holding strong 

views on significant aspects of public policy ** views based 

on rational conviction, rathar than blind prejudice. Wa should 

not reserve our attention — nor our concern, nor our active 

sense of being responslbla for tha outcome — for that psrtod 

avery four years whan wa elect a president. A citiaan of tha 

United States today has tha potential to mm worm effectiva in 

shaping the policies of his Qowrment than has any citizen 

of any nation in tha world. It is higjk time for us to exploit 

this potential, because today, as nm^mx before in our history, 

our nation nmmds citizens who are aroused* who are active, 

and who care. 

For this is a critical decada. We all recognize tha 

xzm&cm of nuclear holocaust, but thara are other gangers, 

which are too seldom recognized. Thara Is the danger that wa 

mmy become too obsessed with materialism, wad that as wa raarga 
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m&cmmd $% of annual income. For thoaa who need all of thair 

income to moat expenses 9 this over-witholding could mm mmt 

mw a temporary, one-time outlay of lass than 2/10 of X% of 

their total savings, or less than $140 out of a capital of 

$«0tGC_. I dalibsrataiy vmm this large fi-ure of $§©,000 

because retired couples with less capital would have no problem 

what soever since they would owe no tax, and — mark you — 

withoiding doas not apply at ail except where a tax is due. 

If, by any chance, withoidiag should be defeated by 

these falsa arguments, and tha annual evasion of over $800 

million in taxas should be permitted So continue, tha public 

interest would surely not have hams. Bmr^md* \nd tha flood 

of uninformed and prejudiced mail that is reaching the Congress 

will have played an important role in tha decision. 

his sort of thing would be impossible if public policy 

gas] a subject for really widespread and truly intelligent public 
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eostplataly falsa. Thair wlimwpmmM mmmmtmmmm is a strUiaf 

exasipie of tha dangers in mn tsnlmfomad public* Tha truth 

is axaotiy to tha contrary.. Wit holding is not a nam &&&• &nd 

it nil! not puk my burden on those Kfho 4apand on thair savings. 

It is isaraly an -alf active SNUBI* of collecting tastes which have 

boon on the books for many years, Tha -only ssanaee it contains 

is for tax ev&dars, who will te- forced by withholding to pay 

up Ilk© tha rast of us. 2h&s avaalon in 1§5# amounted to wall 

over $8Q0 million. It was still mora in 19£0 and — unless it 

is haltad -** will imamawm yaar by :0mw-- &mmpkK® ovary effort 

by tha Interns! Eavanua Service. 

A© to any possible teurdan on recipients of interest and 

dividends,, tha fact la that thank* to a provision for prompt 

quarterly refunds, tha most that anyone* can be inconvenienced 

la by ovar*withholding In tha first «$uartar in which tha law 

applias* This first quarter's over-withoIiilji.g would never 



often falsely Ubelltd a **naw tax1*. Thay halffuliy gava 

tha nana* and a^Mrtasaa *• and In *OM* cases, aven tha" 

salutation — so that readers could write to their senatiirs 

opposing' tMsLwrislon. So-called %aiIot#* requiring only' 

tfra Insertion "of a nmm- and aidraas ware oftan providad.. Sons 

of those ad^artisa_«its evan texts thm nota that thay ware 

furnished as a ^public sarvlcef? — a htmm aitastprto confuse 

tha special intaraat of tha alvarMsar with tha overall public 

interest. 

The tanor of this casifalgn is that witholdlng would ptit 

new said unfair bur4asts on the aged and on all those who 4mpmM 

for their llvalihood on ItneoM from savings • Tha implication 

has bean fraaly "given that this proposal is a now tax. Thase 

two ehamaa run throu^i practically all tha mail baing raoalved 

in the Senate. 

Tha fact Ox ^um mammwr x® tnat ootn or tnea* chaSi&es art Cha|g^« 



raata today • * » than avar with tha p*#pta» .-Ihâ proliiaia im 
. • . . • -v -** . ,r * 

that thay u*a fhsir powar too aaidois*^ catas, aw*u *r;* 

tha dangar of apathy on tha part j»f tha istajorifcy |# tt»* 

it AMIS**** responsibility, and ®XXmm weal jafcnorltlaa. «** 

usually r^tprwia»^lai sp«mial tutaras^s **» to «fcf& influanca tt 

far \mymmi thair raal weight..* A good example is provided, by 

a oastpalgn currently haing waged against .oaa .of tha majcar ^t€ 

provisions of tha Adisiniatration tax bill now feafow tha Senate 

Finance Co&iffiit tee — t®m proposal to wit hold taxee dua on taooisi 

fata- dividends and jinterast, just as ta^as ara now wifchald on 

wa§as and salaries* Tha- campaign has^sat tm^^m0tdm:imr,&:m , 

distortion a^tte feet* and has axmt^ ^^rrnrn^ public ^^ 

mim.i>i4arstanding. Some financial institutions which fait that 

this would ina^ssvaaiiasMMi eha«t hmm sponsored widespread ^v^j 

advartlaijig campaigns to inform tha public of tha dangers 

supposedly inharant. in^this provision %— which htshay^^^^ gr« 
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oomplicated to make interesting reading. Bacause wa cannot 

immmm tha outcome of the disarmament talks, or because wa 

cannot fully co^rahaBd tha co^lOKity of tax problams — or, 

most often, bacausa wo feel no personal Involvement — wa skip 

io tha sports paga or to tha fashion coiuan. 

This public apathy, in m? opinion, may wall bo the 

greatast single danger wa face today. It gives rlsa to an 

automatic proaaas in which blind prejudice Is substituted for 

reason -~ mm& thus all problems bacon* over-slapllliad. Out 

of such reactions have grown both the hysterical right and 

the hysterical left. One contends that tha real danger In tha 

world today is subversion within our country and within our 

government. Tha other maintains that our whole society is 

manipulated by a small clique of businessmen, military leaders, 

and powar*hungry politicians. 

Both views are, of course, nonsense. Power in this country 
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AM third, ha ou*t do iSMsatMag- about it. *** 

Evan if all ha does is tali! to his tsgfcgMRWtt a purpoaa 

will hava bus* sarvad, but in a nation Ilka ours *• irtsm *al) 

a small fractiosi-Of tha poptlatiaa taMs an active pari in 

election campaigns beyond tha act #f voting. — tha latltuda 

for pffaativ* political action, if one cares to talus tha 

troubio, is eKtremeiy broad. 

k citizen of tha United States .has a greater duty than 

pills and tha collaga- gsgdNsat** In particular, has. a 

responsibility to cornelt himself to soma larger cause than 

tha mora pursuit of m aver-higher standard of living for 

htesalf and his family. 

The facts are available. Thay are given to us every 

day by newspapers, magazines, radio mM television. But to 

many of us, tha public taainas* of tan appears to be too 
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our nation is distinguished by our adherence to tha principle 

of individual liberty by tha ovar-rldlng importance which we 
J 

attach to the individual citizen. 

The vast changes taking place in our civilisation have 

had one thing in common. They have often seamed to reduce 

the efforts of the individual citizen to insignificance. For 

this is certainly the age. of the mass market, the mass madia, 

tha mass civilisation, -;Gut of this age, two great dangers 

have arisen *- mass ignorance and. mass apathy. 

As the industrial era has accelerated, it has bean . 

the specialist — tha market analyst, the computer systems 

designer, the nauro-s^rgeon* the nuclear scientist - in short, 

the expert - who has become important. Exports are indeed 

necessary. Sut with their increasing importance, w© too often 

are tempted to say, ^hen considering matters of public policy, 

"What do I know about it? I'm no expert«** 
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must raisn the level of investment, for investment creates 

jobs, incomes, and eoasumar demand. 

Wa must al*a Improve the ways in which we care for the 

poor, tha- aging, and the sick. Here we can take a major step 

forward 1» tha naxt few months by enacting legislation to 

assure adsxguata medical care for the aged through our tried 

and proven Social Sacurity systaou 

Above all, our educational systam aa#ds strengthening. 

We nmmd imm classrooms« mora and batter-paid taachars* more 

labo-ratorias — isor* educational facilities of *vary kind to 

keep pne® with our expanding population. For in the last 

analysis, our strength lias not in machines, but in -our peopla, 

who must be given maximum opportunity to develop thair latent 

talents. 

Finally, no catalog of our wants can exclude tha n&®& to 

improve tho rights snd opportunities of all our citizens* For 
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to improve our competitive position in the world's marketplaces, 

to meet essential needs in our own country, and to help tha 

peoples of less fortunate nations to raise their living 

standards. 

/e cannot tolerate unemployment at present levels, not 

only because it entails human suffering, but because it 

represents unused manpower. We must Bpmmd up the growth of 

our economy to provide the needed jobs^ ^_% we must also keep 

our prices stable, since inflation would seriusly affect the 

welfare of all in our society who depend on savings, and would 

threaten our ability to compete in today's highly competitive 

world. To resist inflation, business, labor, and government 

must all exercise self-restraint. 

e mxst strive for greater efficiency by applying new 

methods, fresh research, and the fruits of the laboratory, 

to th<* development of a better industrial plant — and #a 
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Latin America, too, there is ImpAtiesa* idfch tha slow pace 

of advancement. Fur Alliaac* f*r?«g-Wi» deMpsdt'te ipaad 

d*>**lop_Mait throughout the hesdspheiaa, aagr <•*» if wa- aid our 

Latin pkttmmm work fmmi ABCKM$I at it — become a modal of 

collective aid and' self-help for the entire- developing world, 

imoludtef Africa and 'AgU* 

The** vest, complex "fnteblaa* ara among the- greatest ever 

faced ::%y mst country, fhiy will not beco« any easier' during 

your llfettM*. "Their solution will require thm best efforts 

of iw and' woman ttataad' 'in universities such as this <a» they 

will provide plenty for youto do. 

Let us look for a moment At our domestic scene» w we'" °' 

have a great deal of unfinished' business i 

Our ieenoisy badly needs stXAngthaning, ft"must 

grow faster in order to *u$port our definse establishment,' 
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experts* enough to auppere both our overseas *ttlt**y 

**t*b&&rib**_atA aad our much SHMMMI progress of aid to leas 

developed oouaftriA*. that is the basic reason behind tresident 

KaaaHMty** programs of trade *xfMa&*l*a» of export promotion, 

and of tax tecantlvea to stimulate the constant s^demi^ation 

of our fjadaatrial plant* 

A third great challenge is represented by the yearnings 

of tha peoples of the less*deveioped world for a better life. 

nearly SO new etissatrias have entered the familyoof nations In 

your lifetime* their struggles mid i$m® of all the developing 

lands will.de much to shape the pattern of the world for decades 

to cense, the tepertanee of the nations of Africa alone — as 

fresident «ouftim^t^oi.in|Lan testify — cannot be over* 

a*tlaa*Mi» either during their present striving toward a better 

a******* or as a potentially major feree in international affsirt. 
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Overriding all others is th«lltary power — supported 

by a growing economy and a passionate ideology — of the 

Cessainist alee, this power requires us to conatantiy strengthen 

the defeases of the Free Morld. At the sarae time, the nature 

of nuclear weapons demands that we do ail we can to lessen 

international tensions and to seek ways of minimising existing 

frictions* We must negotiate while maintaining our preparedness 

for the worst. We wast fihowl,strength, patience» and diplomatic 

Skill. 

Another great challenge is presented by the growing 

economic strength of our European allies. While we are 

naturally pleased with their progress, we must recognise that 

we now have competition in the markets ef the world such as 

we have not known for more than a generation* We must Improve 

our eoapetltive abilities so that we may earn, through our 
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'•••• It is^a^fleai«iiA t»-*MM with pa today said teljeia^MaAftbaa 

aluitmief this^diatili^ished University.* I aa delighted to ** 

share in these honors with isy old friend, President Bdtepheuat-

Belgny of the Remiblic of the Ivory Aeast* He Is a wise leader 

who has brought his people into nationhood and"has made hi• 

country a^leaeon tf hepa^er the1 future j»Af- Africa* His &*mtlc 

presence here tedame a reetinder that a great university 

knows no national botindaries, for peoples frea every comer 

of the e^rth share in its work and cent ribatetA Its life. 

These of you wte ar© departing this University to embark 

on yaur careers will find that our1 aenstsntly enaitgina;world 

will become increasingly complex in the years ahead.c-I eaa "-* 

eeiurA'you that there"are vast eteltenges awaiting you. 
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It is a pleasure to meet with you today and to join the alumni 
of this distinguished university. I am delighted to share in these 
honors with my old friend, President Houphouet-Boigny of the Repub
lic of the Ivory Coast. He is a wise leader who has brought his 
people Into nationhood and has made his country a beacon of hope for 
the future of Africa. His presence here today is a reminder that a 
great university knows no national boundaries, for peoples from 
every corner of the earth share in its work and contribute to its 
life. 
Those of you who are departing this University to embark on 
your careers will find that our constantly changing world will be
come increasingly complex in the years ahead. I can assure you that 
there are vast challenges awaiting you. 

Overriding all others is the military power — supported by a 
growing economy and a passionate ideology — of the Communist bloc. 
This power requires us to constantly strengthen the defenses of the 
Free World. At the same time, the nature of nuclear weapons demands 
that we do all we can to lessen international tensions and to seek 
ways of minimizing existing frictions. We must negotiate while main
taining our preparedness for the worst. We must employ strength, 
patience, and diplomatic skill. 

Another great challenge is presented by the growing economic 
strength of our European allies. While we are naturally pleased with 
their progress, we must recognize that we now have competition in the 
markets of the world such as we have not known for more than a genera
tion. We must improve our competitive abilities so that we may earn, 
through our exports, enough to support both our overseas military 
establishments and our much needed programs of aid to less developed 
countries. That is the basic reason behind President Kennedy's 

D-494 
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programs of trade expansion, of export promotion, and of tax incen
tives to stimulate the constant modernization of our industrial plant, 

A third great challenge is represented by the yearnings of the 
peoples of the less-developed world for a better life. Nearly 50 new 
countries have entered the family of nations in your lifetime. Their 
struggles and those of all the developing lands will do much to shape 
the pattern of the world for decades to come. The importance of the 
nations of Africa alone --as President Houphouet-Boigny can testify --
cannot be over-estimated, either during their present striving toward 
a better tomorrow or as a potentially major force in international 
affairs. In Latin America, too, there is impatience with the slow 
pace of advancement. Our Alliance for Progress, designed to speed 
development throughout the hemisphere, may — if we and our Latin 
partners work hard enough at it — become a model of collective aid 
and self-help for the entire developing world, including Africa and 
Asia. 
These vast, complex problems are among the greatest ever faced by 
our country. They will not become any easier during your lifetimes. 
Their solution will require the best efforts of men and women trained 
in universities such as this. They will provide plenty for you to do. 

Let us look for a moment at our domestic scene, where we have a 
great deal of unfinished business: 

Our economy badly needs strengthening. It must grow faster in 
order to support our defense establishment, to improve our competitive 
position in the world's marketplaces, to meet essential needs in our 
own country, and to help the peoples of less fortunate nations to raise 
their living standards. 

We cannot tolerate unemployment at present levels, not only be
cause it entails human suffering, but because it represents unused 
manpower. We must speed up the growth of our economy to provide the 
needed jobs. We must also keep our prices stable, since inflation 
would seriously affect the welfare of all in our society who depend 
on savings, and would threaten our ability to compete in today's 
highly competitive world. To resist inflation, business, labor, and 
government must all exercise self-restraint. 

We must strive for greater efficiency by applying new methods, 
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fresh research, and the fruits of the laboratory, to the development 
of a. better industrial plant — and must raise the level of investment, 
for investment creates jobs, incomes, and consumer demand. 

We must also improve the ways in which we care for the poor,, the 
aging, and the sick. Here we can take a major step forward in the 
next few months by enacting legislation to assure adequate medical 
care for the aged through our tried and proven Social Security system. 

Above all, our educational system needs strengthening. We need 
more classrooms, more and better-paid teachers, more laboratories — 
more educational facilities of every kind to keep pace with our ex
panding population. For in the last analysis, our strength lies not 
in machines, but in our people, who must be given maximum opportunity 
to develop their latent talents. 

Finally, no catalog of our wants can exclude the need to improve 
the rights and opportunities of all our citizens. For our nation is 
distinguished by our adherence to the principle of individual liberty, 
by the over-riding importance which we attach to the individual citizen. 

The vast changes taking place in our civilization have had one 
thing in common. They have often seemed to reduce the efforts of the 
individual citizen to insignificance. For this is certainly the age 
of the mass market, the mass media, the mass civilization. Out of 
this age, two great dangers have arisen -- mass ignorance and mass 
apathy. 

As the industrial era has accelerated, it has been the specialist — 
the market analyst, the computer systems designer, the neuro-surgeon, 
the nuclear scientist - in short, the expert - who has become import
ant. Experts are indeed necessary. But with their increasing import
ance, we too often are tempted to say, when considering matters of 
public policy, "What do I know about it? I'm no expert". 

.1 say to you that the individual, despite indications to the 
contrary, is more important than ever, and that the ability of our 
citizens to influence public policy is also more important than ever. 

In our system, it is how much the ordinary citizen knows -- and 
even more important, how much he cares -- that will determine the out
come of large issues. Experts of course are necessary, and their 
advice should be heard, but in the end, it is often the non-expert 
who must make the decisions. 
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An active citizen in our democracy must hold forthright opinions. 
But if his opinion is to be of significant value to his country, three 
things are required: 

He must have derived that opinion from a reasonable understanding 
of the facts, and not from mere prejudice. 

Second, he must care about the issue, whatever it may be. 

And third, he must do something about it. 

Even if all he does is talk to his neighbor, a purpose will have 
been served, but in a nation like ours — where only a small fraction 
of the population takes an active part in election campaigns beyond 
the act of voting — the latitude for effective political action, if 
one cares to take the trouble, is extremely broad. 

A citizen of the United States has a greater duty than merely to 
register an uninformed personal preference at the polls, and the col
lege graduate, in particular, has a responsibility to commit himself 
to some larger cause than the mere pursuit of an ever-higher standard 
of living for himself and his family. 

The facts are available. They are given to us every day by news
papers, magazines, radio and television. But to many of us, the pub
lic business often appears to be too complicated to make interesting 
reading. Because we cannot foresee the outcome of the disarmament talks 
or because we cannot fully comprehend the complexity of tax problems « 
or, most often, because we feel no personal involvement -- we skip to 
the sports page or to the fashion column. 

This public apathy, in my opinion, may well be the greatest 
single danger we face today. It gives rise to an automatic process 
in which blind prejudice is substituted for reason -- and thus all 
problems become over-simplified. Out of such reactions have grown 
both the hysterical right and the hysterical left. One contends that 
the real danger in the world today is subversion within our country 
and within our government. The other maintains that our whole society 
is manipulated by a small clique of businessmen, military leaders, and 
power-hungry politicians. 

Both views are, of course, nonsense. Power in this country rests 
today more than ever with the people. The problem is that they use 
their power too seldom. 
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The danger of apathy on the part of the majority is that it 
abdicates responsibility, and allows vocal minorities — usually 
representing special interests — to exert influence far beyond their 
real weight. A good example is provided by a campaign currently be
ing waged against one of the major provisions of the Administration's 
tax bill now before the Senate Finance Committee - the proposal to 
withhold taxes due on income from dividends and interest, just as 
taxes are now withheld on wages and salaries. The campaign has set 
new records for distortion of the facts and has created widespread 
public misunderstanding. Some financial institutions which felt that 
this would inconvenience them, have sponsored widespread advertising 
campaigns to inform the public of the dangers supposedly inherent in 
this provision « which they often falsely labeled a "new tax". They 
helpfully gave the names and addresses -- and in some cases, even the 
salutation --so that readers could write to their senators opposing 
this provision. So-called "ballots" requiring only the insertion of 
a name and address were often provided. Some of those advertisements 
even bore the note that they were furnished as a "public service" --
a brazen attempt to confuse the special interest of the advertiser 
with the overall public interest. 
The tenor of this campaign is that withholding would put new 
and unfair burdens on the aged and on all those who depend for their 
livelihood on income from savings. The implication has been freely 
given that this proposal is a new tax. These two themes run through 
practically all the mail being received in the Senate. 
The fact of the matter is that both of these charges are com
pletely false. Their widespread acceptance is a striking example of 
the dangers in an uninformed public. The truth is exactly to the 
contrary. Withholding is not a new tax. And it will not put any bur
den on those who depend on their savings. It is merely an effective 
means of collecting taxes which have been on the books for many years. 
The only menace it contains is for tax evaders, who will be forced by 
withholding to pay up like the rest of us. This evasion in 1959 
amounted to well over $800 million. It was still more in 1960 and — 
unless it is halted -- will increase year by year despite every effort 
by the Internal Revenue Service. 
As to any possible burden on recipients of interest and dividends, 
the fact is that thanks to a provision for prompt quarterly refunds, 
the most that anyone can be inconvenienced is by over-withholding in 
the first quarter in which the law applies. This first quarter's over-
withholding would never exceed 5% of annual income. For those who need 
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all of their income to meet expenses, this over-withholding could be 
met by a temporary, one-time outlay ofjless than 2/10 of 1% of their 
total savings, or less than $160 out of a capital of $80,000. I 
deliberately use this large figure of $80,000 because retired couples 
with less capital would have no problem whatsoever since they would 
owe no tax, and — mark you — withholding does not apply at all ex
cept where a tax is due. 

If, by any chance, withholding should be defeated by these false 
arguments, and the annual evasion of over $800 million in taxes 
should be permitted to continue, the public interest would surely 
not have been served. And the flood of uninformed and prejudiced mail 
that is reaching the Congress will have played an important role in 
the decision. 

This sort of thing would be impossible If public policy were a 
subject for really widespread and truly intelligent public debate. 
I would like to see every American holding strong views on signifi
cant aspects of public policy -- views based on rational conviction, 
rather than blind prejudice. We should not reserve our attention --
nor our concern, nor our active sense of being responsible for the 
outcome — for that period every four years when we elect a President. 
A citizen of the United States today has the potential to be more ef
fective in shaping the policies of his Government than has any citizen 
of any nation in the world. It is high time for us to exploit this 
potential, because today, as never before in our history, our nation 
needs citizens who are aroused, who are active, and who care. 
For this is a critical decade. We all recognize the menace of 
nuclear holocaust, but there are other dangers, which are too seldom 
recognized. There is the danger that we may become too obsessed with 
materialism, and that as we merge into the mass, our discrimination 
and individuality — the individuality which gives us our strongest 
motivation to remain free -- will become blunted by lack of use. The 
effort and reward of active involvement in the public welfare is 
never boring. It is a certain antidote for submersion of the indivi
dual in the mass society. 
Here, let me say a word about careers in government: Any of you 
who devote your lives to career government service, wherever it may be 
will not only find yourselves in the company of a hard-working, in
telligent, group of Americans,but will also obtain the reward that 
comes from a life of service. Such service can be rendered in many 
ways, at many levels of government, federal, state and local. Every 
type and kind of talent is required. 
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For those of you who choose careers in private life, the national 
interest will also be ever-present as you carry out your daily tasks. 
For today, neither businessmen, workers, farmers — nor anyone else --
can operate independently of the public interest without doing grave 
injury to our nation. As President Kennedy said recently to the 
United Auto Workers: "It is incumbent upon all of us to consider the 
general welfare and the public interest because the public interest 
is your interest". 

The struggle in which we are involved will be a long one. There 
are those in the world who believe that the state should make all the 
decisions, and this doctrine has captured the minds of one-third of 
the earth's population. Unquestionably, for a developing country, 
this system offers a certain temptation. If the state can exercise 
complete control of all human and material resources, can compel the 
population to serve its ends to the limit of endurance, and can use 
the wealth created in any way it sees fit, the problems of economic 
development may appear to be simple. But this is only a mirage, for 
the path of true progress for humanity requires that individual dignity 
and freedom keep pace with industrial progress. 

Nevertheless, those who would spread this doctrine represent a 
formidable force. If we are to continue to successfully combat their 
efforts, we will need all the energy and all the wisdom we can muster. 
We must also be prepared to make the necessary sacrifices, for this 
struggle will continue to demand a sizable part of our human and natural 
resources. 

Above all, business, labor, education, government, and all other 
elements of our diverse society, must be united in the common effort 
to strengthen our freedom, to advance the opportunities for our 
citizenry, add to improve our national well-being. Only in this way 
can we Americans bring to bear the latent power which will be needed if 
our precious heritage of human liberty is to be preserved and extended 
throughout the world. 

Free men have never found their freedom easy to achieve, to main
tain or to defend. But free men have an advantage over those who are 
not free. The vitality and resiliency of people who choose their own 
path will always triumph over the rigidity of any system in which 
people are driven to do the will of the state. This has been, and will 
continue to be, the history of man — the eventual triumph of freedom 
over tyranny. 

0O0 
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RESULTS OF TREASURY'S WEEKLY BILL 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 February 23, 1962, 
and the other series to be dated May 2U, 1962, which were offered on May 16, were opened 
at the Federal Reserve Banks on May 21. Tenders were invited for $1,300,000,000, or 
thereabouts, of 91-day bills and for $600,000,000, or thereabouts, of 183-day bills. The 
details of the two series are as follows: 

RANGE OF ACCEPTED 
COMPETITIVE BIDS: 

High 
Low 
Average 

91-day Treasury bills 
maturing August 23? 1962 

Price 
99.322 a/ 
99.312 "* 
99.317 

Approx. Equiv. 
Annual Rate 

2.682$ 
2.722$ 
2.700$ 1/ 

183-day Treasury bills 
maturing November 23, 1962 

Approx. Equiv, 
Price 
98.587 b/ 
98.576 ~ 
98.579 

Annual Rate 
2.780$ 
2.801$ 
2.795$ 1/ 

a/ Excepting 1 tender of $500,000$ b/ Excepting 3 tenders totaling $1,012,000 
13 percent of the amount of 91-day bills bid for at the low price was accepted 
11 percent of the amount of 183-day bills bid for at the low price was accepted 

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 

District 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

TOTALS 

Applied For 
$ 2U,Ji?0,000 
1,530,553,000 

28,629,000 
25,370,000 
8,920,000 
21,130,000 
255,08^,000 
25,638,000 
17,527,000 
21,969,000 
16,055,000 
120,696,000 

Accepted 
$ . _i±,U70,000 

8U7,973,000 
13,629,000 
25,370,000 
8,920,000 
19,730,000 
191,77^,000 
19,638,000 
13,092,000 
21,969,000 
13,755,000 
109,867,000 

Applied For 
1 h,071,000 
1,02^,357,000 

7,898,000 
2h,251,000 
2,838,000 
U,7U8,000 

116,788,000 
6,918,000 
k,755,000 
6,361*, 000 
8,762,000 
35,618,000 

Accepted 
$ 3,021,000 
U95,183,000 
2,898,000 
13,673,000 
2,838,000 
1*,6U8,000 
1^,566,000 
U,5l8,000 
2,255,000 
6,075,000 
3,762,000 
16,128,000 

$600,365,000 d/ $2,096,010.,000 $1,300,187,000 c/ $1,21*7,368,000 

c/ Includes $19^,778,000 noncompetitive tenders accepted at the average price of 99.317 
d/ Includes $1*7,289,000 noncompetitive tenders accepted at the average price of 98.795 
1/ 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$, for the 91-day bills, and 2.87$, for the 
183-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 in
terest 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 compoundini 
if more than one coupon period is involved. 

D-I*95 



STATUTORY DEBT LIMITATION 

As of April 30, 1962 fS O A 
Washington,. May 22^962 

(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 
Hcmption value of any obligation issued on a discount basis which is redeemable prior to maturity at the option of the hojdei 
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, I96I and ending June 30, 1962, the above limitation ($285,000,000,000) shall be temporarily in
creased by $13,000,000,000. The Act of March 13, 1962 (P. L. 87-414 87th Congress) provides for an additional temporary 
increase of $2,000,000,000, which raises the limitation to $300,000,000,000 for the period beginning on March 13, 1962 and 
ending on June 30, 1962. 

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 -

Obligations issued under Second Liberty Bond Act, as amended 
Interest-bearing: 
Treasury bills 

Certificates of indebtedness. 

Treasury notes 

Bonds -

Treasury 

'Savings (current redemption value). 

Depositary 

R. E. A. series 

Investment series 

Certificates of Indebtedness -

Foreign series 

$43,441,069,000 
12,370,773,000 
64,511,462.000 $120,323,304,000 

77,814,882,950 
47,581,035,106 

143,161,500 
24,741,000 

fr> 7771^*0,000 

Foreign Currency series 

Special Funds -

Certificates of indebtedness 

Treasury notes 

Treasury bonds 

Total interest-bearing 

Matured, interest-ceased 

Bearing no interest: 

United States Savings Stamps 

500,000,000 
__j_!___i_50 

6,317,962,000 
6,221,262,000 
29s582,524,000 

130,341,360,556 

574,919,250 

42,121,748,000 
293,361,331,806 

340*411,382 

Excess profits tax refund bonds 

Special notes of the United States : 

Internat'l Monetary Fund series 

Internat'l Develop. Ass'n. series 

Inter-American Develop. Bank series. 

Total 

54,087,671 
730,990 

2,620,000,000 
115,304,400 
25,000.000 

Guaranteed obligations (not held by Treasury): 

Interest-bearing: 

Debentures: F. H. A. _ DC Stad. Bds 

Matured, interest-ceased 

Grand total outstanding 

403,970,700 
1,453,775 

2,815.123,061 
296,516,866,249 

405,424,475 

Balance face amount of obligations issuable under above authority. 

$300,000,000, 

296.922.290,2 
3,077,709,2 

Reconcilement with Statement of the Public Debt April JO, 1962 

(Daily Statement of the United States Treasury, 

Outstanding -

Total gross public debt 

(Date) 

April 30, 1Q62 
(Date) 

Guaranteed obligations not owned by the Treasury _ 

Total gross public debt and guaranteed obligations 

Deduct - other outstanding public debt obligations not subject to debt limitation 

296,951^58*& 

405,42M 
297,357,283,3' 

434.992__ 
296,922,290,7; 

D-496 



STATUTORY DEBT LIMITATION 

As of April 50, 19^2 
on, 

Hay 22A962 

Section 21 of Second Liberty Bond Act, as amended, provides 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 guar* 
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-
qemption 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, I96I and ending June 30, 1962, the above limitation ($285,000,000,000) shall be temporarily in
creased by $13,000,000,000. The Act of March 13, 1962 (P. L. 87-414 87th Congress) provides for an additional temporary 
increase of $2,000,000,000, which raises the limitation to $300,000,000,000 for the period beginning on March 13, 1962 and 
ending on June 30, 1962. 

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 -
Obligations issued under Second Liberty Bond Act, as amended 
Interest-bearing: 
Treasury bills 
Certificates of indebtedness. 

Treasury notes __ 

Bonds -

Treasury 

•Savings (current redemption value). 

Depositary 

R. E. A. series 

Investment series 

Certificates of Indebtedness 

Foreign series 

Foreign Currency series 

Special Funds -

Certificates of indebtedness 

Treasury notes 

Treasury bonds 

$43,441,069,000 
12,370,773,000 
64,511,462,000 

77,814,882,950 
47,581,035,106 

143,161,500 
24,741,000 

4,777,540,000 

500,000,000 
71*,?X?,250 

6,317,962,000 
6,221,262,000 
29,582,^,000 

$120,323,304,000 

Total interest-bearing 

Matured, interest-ceased 

Bearing no interest: 

United States Savings Stamps 

130,341,360,556 

574,919,250 

42,121,748,000 
293,361i331,806 

340*411,382 

Excess profits tax refund bonds 

Special notes of the United States : 

Internat'l Monetary Fund series 

Internat'l Develop. Ass'n. series 

Inter-American Develop. Bank series. 

Total ] 

54,087,671 
730,990 

2,620,000,000 
115,304,400 
25,000,000 

Guaranteed obligations (not held by Treasury): 

Interest-bearing: 

Debentures: F. H. A. & D C Stad. Bds . 

Matured, interest-ceased , 

Grand total outstanding 

403,970,700 
1,453,775 

2,815,123,061 
296,516,866,249 

405,424,475 

Balance face amount of obligations issuable under above authority. 

$300,000,000,000 

296,922,290.724 
3,077,709,276 

Reconcilement with Statement of the Public Debt AT)V}.± ^ U , 1 9 6 2 

(Daily Statement of the United States Treasury, 

Outstanding -

Total gross public debt 

(Date) 

Anril 30, 1962 
(Date) 

Guaranteed obligations not owned by the Treasury _ 

Total gross public debt and guaranteed obligations 

Deduct - other outstanding public debt obligations not subject to debt limitation 

296,951,858*897 
_ 405,424,475 
297,357,283,372 

434,992.648 
296,922,290,724 

D-496 
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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 sal 
* 

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 subjed 

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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 actuall; 

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. 

- 3 -
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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. 

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 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 bills dated March 1, 1962 , ( 91 days remain-

.+ PES} 0-89 
ing until maturity date on Atiftist 50, 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 ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be made or completed at the Federal Reserve 

Banks on May 31, 1962 in cash or other immediately available funds or 

P®J 
in a like face amount of Treasury bills maturing May 51, 1962 • Cash 
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TREASURY DEPARTMENT 
Washington 

FOR IMMEDIATE RELEASE, May 25, 1962 

TREASURY fS WEEKLY BILL OFFERING 

The Treasury Department, by this public notice, invites tenders for two series 

of Treasury bills to the aggregate amount of $ 1,900,000,000 , or thereabouts, for 

cash and in exchange for Treasury bills maturing May 51, 1962 , in the amount 

m 
o f $ 1.800^15.000 , as follows: 
91 -day bills (to maturity date) to be issued May 51, 1962 , 

in the amount of $ 1,500,000,000 , or thereabouts, represent-

3 P 5 J — 
ing an additional amount of bills dated March 1, 1962 

and to mature August 50, 1962 , originally issued in the 

— • — w 
amount of $ 600,251,000 , the additional and original bills 

— ^ E e F 
to be freely interchangeable. 

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

May 51, 1962 , and to mature November 29, 1962 

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

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $rS^,000, $100,000, $500,000 and 

$1,000,000 (maturity value). d-, * 

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

closing hour, one-thirty p.m., Eastern/35ED5____OCtime, Monday, May 28, 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 

4 
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TREASURY DEPARTMENT 
-A'P- 1-IH- H » » I U M H ' U . ' . W I « . - - » « m » W W 

FOR IMMEDIATE RELEASE 

WASHINGTON. D.C. 

May 23, 1962 

TREASURY1S WEEKLY BILL OFFERING 

The Treasury Department, by this public notice, invites tenders 
for two series of Treasury bills to the aggregate amount of 
$1,900,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing May -31* 1962, in the amount of 
$1,800,815,000, as follows: 
91-day bills (to maturity date) to be issued May 31, 1962, 
in the amount of $1,300,000,000, or thereabouts, representing an 
additional amount of^bills dated March 1, 1962, and to 
mature August 30, 1962, originally issued in the amount of 
$ 600,231,000, the additional and original bills to be freely 
interchangeable. 
182-day bills, for $600,000,000, or thereabouts, to be dated 
May 31, 1962, and to mature November 29, 1962. 
The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They 
will be issued in bearer form only, and in denominations of $1,000, 
$5,000, $10,000, $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 Daylight Saving 
time, Monday, May 28, 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 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--07 
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
March 1, 1962, (91-days remaining until maturity date on 
August 30, 1962) and noncompetitive tenders for $100,000 
or less for the l82_ciay 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 May 31, 1962, 
in cash or other immediately available funds or In a like face 
amount of Treasury bills maturing May 31, 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 195^. 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 195^ the amount of discount at which bills issued 
hereunder are sold is not considered to accrue until such bills are 
sold, redeemed or otherwise disposed of, and such bills are excluded 
from consideration as capital assets. Accordingly, the owner of 
Treasury bills (other than life insurance companies) issued 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. 4l8 (current, revision) and this 
notice prescribe the terms of -the Treasury bills and govern the conditions of their issue. Copies of the circular may be obtained from any Federal Reserve Bank or Branch. 

0O0 
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controls to keep our economy within bounds. 

With all these achievements in mind, we in the Treasury have 

tried for the past month to devise an appropriate citation for 

Chairman Spence. What could we say — what could we do for a man 

who has dedicated 32 years of his life to the service of his country 

and more especially to its financial institutions and practices? 

We decided that a dollar bill signed by the President of the United States 

and the Secretary of the Treasury would be most symbolic of the career 

of this remarkable man. 

For the President and myself, I am delighted to present this 

dollar signed by both of us to you, Chairman Spence, with grateful 

appreciation for your services to this Nation. 

0O0O0O0O0 
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International Monetary Fund has had an equally impressive record of 

achievement. Since 1959, most of the great industrial nations of the 

free world have made their currency freely convertible. This has laid 

a solid financial basis for an amazing increase in world trade since 

that time and for the rapid development of Western Europe and Japan. 

The success of these two international financial organizations 

led to the creation of the International Finance Corporation, Inter

national Development Association, and Inter-American Development Bank. 

All of these organizations were designed to supplement the authority 

and resources of the World Bank and to bind together the free nations 

of the world in their attempts to bring some measure of economic hope 

to the less developed areas of the world. 

I shall refer only briefly to other areas of responsibility 

carried by the Banking and Currency Committee and by Chairman Brent Spence. 

this committee developed the Federal Housing Administration, the Federal 

National Mortgage Association, The Small Business Administration; 

developed the first attempts toward urban renewal and, during World War II 

and the Korean War, was responsible for developing a system of wartime 
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obligations to sopply "enough but/not tooT&uch" credit to the commer- n 

/ '' 

ciaiL lifelines off the Natljon. paly r^tetiveiyNitfjSor readjustments have 

been ordered by ufce Congp_ss since that date. 

These three legislative developments — the creation of the 

Federal Deposit Insurance Corporation and the Home Loan Bank Board 

and Federal Savings and Loan Insurance Corporation, and the Banking Act 

of 1935, effectively restored confidence in our financial institutions 

and gave them a solid base for constructive growth. 

In the Forties, Fifties, and Sixties, the emphasis on many of our 

financial problems shifted from the domestic to the international scene. 

In 1945, as Chairman of the Banking and Currency Committee, Brent Spence 

was a delegate to the Bretton Woods Conference, which created the 

International Bank for Reconstruction and Development (commonly referred 

to as the World Bank) and the International Monetary Fund. You all know 

the part the World Bank has played in rebuilding the shattered economies 

of Western Europe and Japan and more recently, its efforts to improve 

the economic situation of the newly-developing areas of the world. The 
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of uncertainty, and a time when the financial structure of our Nation 

was near collapse. 

It was against this background that Brent Spence took his seat as 

a Member of the Banking and Currency Committee. The legislative record 

of this Committee over the past 32 years reflects the manner in which 

our Nation met the crisis of 1931 and took subsequent steps against 

its recurrence. 

The Federal Deposit Insurance Corporation was created to insure 

the deposits in our commercial banks. This legislation has eliminated 

the spectre of bank failures and the consequent loss to depositors which 

had plagued the United States since the days of the first Secretary of 

the Treasury. The Home Loan Bank Board and the Federal Savings and Loan 

Insurance Corporation were created to bring order and assurance into the 

affairs of our thrift institutions. 
/ 

The Federal Reserve System was given a thorough examination in 

the Thirties and its authority and structure were overhauled by the 

Banking Act of 1935. isinbe thnt j--(mc J Irtff^FVti-p-rt^ -4±.a _ 
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REMARKS BY THE SECRETARY OF THE TREASURY HONORING 
CHAIRMAN BRENT SPENCE AT A LUNCHEON 

ON THURSDAY, May 24, 1962 

Mr. Speaker, Mr. Chairman, Mrs. Sullivan, and gentlemen: 

On March 4, 1931, our guest of honor, Chairman Brent Spence, was 

sworn in as a Member of Congress from the 6th District of Kentucky. 

In that Congress he was assigned to the Banking and Currency Committee 

and has served either as a Member or as Chairman of this vitally 

important committee for 32 years. There has been no period in the 

history of the United States when his service to our country could have 

been more valuable. 

In 1931, the United States was sliding toward the bottom of the 

cruelest depression in our history. Financial institutions were in 

grave jeopardy, confidence in the security markets was failing, and we 

were approaching a crisis in our gold reserves• / The \FedersO~ Rese 

severely criticiz&dTw&qvfeatSwie&./ That was a time of crisis, a time 



TREASUM" DEPARTMENT „ J 4 
Washington 

FOR RE-LEASE ON DELIVERY 

REMARKS It SECRETARY OF HIS TOEASURY DOUGLAS DILLON 
IM HOtfOR OF CEAIRMaN BRENT SPENCE 

AT A LUNCHEON 
. . v ^ SPEA&PIS DINING ROOM AT THE CAPITOL 

ti^^^^j^ MAY 24, 1962, 12s30 P.M. H)T 

Mr. Speaker, Mr. Chairman, Mrs, Sullivan, and gentlemen: 

On March 4, 1931, our guest of honor, Chairman Brant Spence, 

was sworn in as a Member of Congress from tha 6th District of 

Kentucky. In that Congress ha was assigned to tha Banking and 

Currency Committee and has served either as a Member or as Chairman 

of this vitally important Committee for thirty-two years. Thara 

has been no period iii tha history of the United States when his 

service to our country could have been more valuable. 

In 1931, the United States was sliding toward the bottom of 

the cruelest depression in our history. Financial institutions 

were in grave jeopardy, confidence in the security markets was fail-

ing, and we were approaching a crisis in our gold reserves. That 

wa® a time of crisis, a time of uncertainty, and a time when the 

financial structure of our Nation was near collapse. 



TREASURY DEPARTMENT 
Washington 

FOR RELEASE ON DELIVERY 

REMARKS BY SECRETARY OF THE TREASURY DOUGLAS DILLON 
IN HONOR OF CHAIRMAN BRENT SPENCE 

AT A LUNCHEON 
SPEAKERS DINING ROOM AT THE CAPITOL, WASHINGTON, D. C , 

THURSDAY, MAY 24, 1962, 12:30 P.M., EDT 

Mr. Speaker, Mr. Chairman, Mrs. Sullivan, and gentlemen: 

On March 4, 1931* our guest of honor, Chairman Brent Spence, 
was sworn in as a Member of Congress from the 6th District of 
Kentucky. In that Congress he was assigned to the Banking and 
Currency Committee and has served either as a Member or as Chairman 
of this vitally important Committee for thirty-two years. There 
has been no period in the history of the United States when his 
service to our country could have been more valuable. 
In 1931> the United States was sliding toward the bottom of 
the cruelest depression in our history. Financial institutions 
were in grave Jeopardy, confidence In the security markets was 
failing, and we were approaching a crisis in our gold reserves. 
That was a time of crisis, a time of uncertainty, and a time when 
the financial structure of our Nation was near'collapse. 
It was against this background that Brent Spence took his 
seat as a Member of the Banking and Currency Committee. The 
legislative record of this Committee over the past 32 years reflects 
the manner in which our Nation met the crisis of 1931 and took sub
sequent steps against its recurrence. 
The Federal Deposit Insurance Corporation was created to insure 
the deposits In our commercial banks. This legislation has 
eliminated the spectre of bank failures and the consequent loss to 
depositors which had plagued the United States since the days of 
the first Secretary of the Treasury. The Home Loan Bank Board and 
the Federal Savings and Loan Insurance Corporation were created to 
bring order and assurance into the affairs of our thrift 
institutions. The Federal Reserve System was given a thorough 
examination in the Thirties and its authority and structure were 
overhauled by the Banking Act of 1935. 
These three legislative developments — the creation of the 
Federal Deposit Insurance Corporation and the Home Loan Bank Board 
and Federal Savings and Loan Insurance Corporation, and the 
Banking Act of 1935* effectively restored confidence in our 
financial institutions and gave them a solid base for constructive growth. 
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In the Forties, Fifties, and Sixties, the emphasis on many of 
our financial problems shifted from the domestic to the inter
national scene. In 19^5* as Chairman of the Banking and Currency 
Committee, Brent Spence was a delegate to the Bretton Woods 
Conference, which created the International Bank for Reconstruction 
and Development (commonly referred to as the World Bank) and the 
International Monetary Fund. You all know the part the World Bank 
has played in rebuilding the shattered economies of Western 
Europe and Japan and more recently, its efforts to improve the 
economic situation of the newly-developing areas of the world. 
The International Monetary Fund has had an equally impressive 
record of achievement. Since 1959* most of the great industrial 
nations of the free world have made their currency freely 
convertible. This has laid a solid financial basis for an 
amazing increase in world trade since that time and for the rapid 
development of Western Europe and Japan. 
The success of these two international financial organizations 
led to the creation of the International Finance Corporation, 
International Development Association, and Inter-American 
Development Bank. All of these organizations were designed to 
supplement the authority and resources of the World Bank and to 
bind together the .free nations of the world in their attempts to 
bring some measure of economic hope to the less developed areas 
of the world. 
I shall refer only briefly to other areas' of responsibility 
carried by the Banking and Currency Committee and by Chairman 
Brent Spence. This Committee developed the Federal Housing 
Administration, the Federal National Mortgage Association, 
The Small Business Administration; developed the first attempts 
toward urban renewal and, during World War II and the Korean War, 
was responsible for developing a system of wartime controls to keep 
our economy within bounds.' 
With all these achievements In mind, we In the Treasury have 
tried for the past month to devise an appropriate citation for 
Chairman Spence. What could we say — what could we do for a man 
who has dedicated 32 years of his life to the service of his 
country and more especially to its financial institutions and 
practices? We decided that a dollar bill signed by the President 
of the United States and the Secretary of the Treasury would be 
most symbolic of the career of this remarkable man. 
For the President and myself, I am delighted to present this 
dollar signed by both of us to you, Chairman Spence, with grateful 
appreciation for your services to this Nation. 

oOo 
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UNITED STATES NET MONETARY GOLD TRANSACTIONS 

WITH FOREIGN COUNTRIES AND INTERNATIONAL INSTITUTIONS 

January 1, 1962 - March 31, 1962 

(in millions of dollars at $35 per fine ounce) 
Negative figures represent net sales by the 
United States; positive figures, net purchases 

First Quarter 
Country 1962 

Argentina /25.0 
Austria -39.4 
Belgium -28.0 

France -45.0 
Greece - 4.0 
Iceland - 5.0 

Israel -10.0 
Lebanon - .6 
Saudi Arabia -12.6 

Spain -47.1 
Switzerland /61.6 
Syria - 1.1 

Turkey - 1.1 
United Kingdom -181.3 
Other - 2.4 

Total -291.0 



TREASURY DEPARTMENT 

WASHINGTON, D. 

May 25* 1962 
FOR IMMEDIATE RELEASE 

UNITED STATES FOREIGN GOLD TRANSACTIONS 
FOR FIRST QUARTER OF 1962 

During the first quarter of 1962, the net sale 

of monetary gold by the United States amounted to 

$291 million. 

The Treasury's quarterly report, made public 

today, summarizes net monetary gold transactions with 

foreign governments, central banks and international 

institutions for the first quarter of 1962. (Table 

on reverse side). 

0O0 
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TREASURY DEPARTMENT 

WASHINGTON, D.C. 

May 25, 1962 
FOR IMMEDIATE RELEASE 

UNITED STATES FOREIGN GOLD TRANSACTIONS 
FOR FIRST QUARTER OF 1962 

During the first quarter of 1962, the net sale 

of monetary gold by the United States amounted to 

$291 million. 

The Treasury's quarterly report, made public 

today, summarizes net monetary gold transactions with 

foreign governments, central banks and international 

institutions for the first quarter of 1962. (Table 

on reverse side). 
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UNITED STATES NET MONETARY GOLD TRANSACTIONS 

WITH FOREIGN COUNTRIES AND INTERNATIONAL INSTITUTIONS 

January 1, 1962 - March 31, 1962 

(in millions of dollars at $35 per fine ounce) 
Negative figures represent net sales by the 
United States; positive figures, net purchases 

First Quarter 
Country 1962 

Argentina /25.0 
Austria -39.4 
Belgium -28.0 

France -45.0 
Greece - 4.0 
Iceland - 5.0 

Israel ,; -10.0 
Lebanon '. - .6 
Saudi Arabia -12.6 

Spain -47.1 
Switzerland /61.6 
Syria - 1.1 

Turkey - 1.1 
United Kingdom -181.3 
Other - 2.4 

Total -291.0 
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TREASURY DEPARTMENT 

WASHINGTON. D.C. 

May 28, 1962 

TOR RELEASE A. M. NEWSPAPERS, Tuesday, May 29. 1962. 

RESULTS OF TREASURY'S WEEKLY BILL 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 March 1, 1962, 
and the other series to be dated May 31, 1962, which were offered on May 23, were opened 
at the Federal Reserve Banks on May 28. Tenders were invitied for $1,300,000,000, 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: 

RRNGE OF ACCEPTED 
COMPETITIVE BIDS: 

High 
Low 
Average 

91-day Treasury bills 
maturing August 30, 1962 

Approx. Equiv. 
Price Annual Rate 
99.335 2331? 
99.32$ 2.670$ 
99.329 2.656% 1/ 

182-day Treasury bills 
maturing November 29, 1962 

Approx. Equiv, 
Price 
98.616 
98.609 
98.613 

Annual Rate 
2.738% 
2.751% 
2.710% y 

1 percent of the amount of 91-day bills bid for at the low price was accepted 
3 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 
Bostoil 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

TOTALS 

Applied For 
$ 20,362,000 
1,806,690,000 

23,573,000 
27,011,000 
6,567,000 
22,77i|,000 
2U9,917,000 
2U,3^8,000 
18,07^,000 
16,962,000 
16,051,000 
97,176,000 

Accepted 
I 10,362,000 

970,1*10,000 
8,573,000 
20,515,000 
6,1+67,000 
18,305,000 
1UU,127,000 
16,71*8,000 
10,31*1*, 000 
li*, 007,000 
11,051,000 
69,91*5,000 

Applied For 
$ 8,817,000 
1,132,997,000 

6,713,000 
11,003,000 
2,031,000 
7,223,000 

106,713,000 
5,772,000 
5,625,000 
5,160,000 
7,568,000 
38,608,000 

Accepted 
$ 2,217,000 
516,1*69,000 
1,1*68,000 
5,798,000 
1,692,000 
U,135,O0O 
27,217,000 
3,272,000 
3,125,000 
k,860,000 
2,568,000 
27,773,000 

$2,329,505,000 $1,300,85U,000 a/ $1,338,230,000 $6OO,59U,00O b/ 

y Includes $170,921*, 000 noncompetitive tenders accepted at the average price of 99,329 
y Includes $1*2,292,000 noncompetitive tenders accepted at the average price of 98,613 
y On a coupon issue of the same length and for the same amount invested, the return on 

these bills would provide yields of 2.71%, for the 91-day bills, and 2.82%, 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 period to the actual number of days in the period, with semiannual 
compounding if more than one coupon period is involved. 

D-l]9° 
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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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 (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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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. 

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 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 bills dated March 8, 1962 , ( 91 days remain-
%%$}. (<_S£ 
ing until maturity date on September 6, 1962 ) and noncompetitive tenders for 

p-JT 
$1(50,000 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 ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be made or completed at the Federal Reserve 

Banks on June 7, 1962 , in cash or other immediately available funds or 

in a like face amount of Treasury bills maturing June 7. lap? • Cash 
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TREASURY DEPARTMENT 
Washington 

FOR IMMEDIATE RELEASE* May 29, 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 $2,000,000,000 , or thereabouts, for 

cash and in exchange for Treasury bills maturing June 7, 1962 , in the amount 

of $1*800,481,000 , as follows: 

91 -day bills (to maturity date) to be issued June 7, 1962 , 

in the amount of $1,500,000,000 , or thereabouts, represent-

ing an additional amount of bills dated March 8, 1962 , 

and to mature September 6. 1962 , originally issued in the 
2^_K) 

amount of $600,851.000 , the additional and original bills 
$£x)c 

to be freely interchangeable. 

182 -day bills, for $700.000.000 , or thereabouts, to be dated 

June 7, 1962 , and to mature December 6, 1962 

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

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., -&stera/-SSB_te__fc time, Monday, June 4. 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 



TREASURY DEPARTMENT 

WASHINGTON, D.C. 

May 29, 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 
$2,000,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing June 7, 1962, in the amount of 
$1,800,481,000, as follows: 
91-day bills (to maturity date) to be Issued June 7, 1962, 
in the amount of $1,300,000,000, or thereabouts, representing an 
additional amount of bills dated March 8, 1962, and to 
mature September 6,1962, originally Issued in the amount of 
$600,851,000, the additional and original bills to be freely 
interchangeable. 
182-day bills, for $ 700,000,000, or thereabouts, to be dated 
June 7, 1962, and to mature December 6, 1962. 
The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They 
will be Issued in bearer form only, and in denominations of $1,000, 
$5,000, $10,000, $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 Daylight Saving 
time, Monday, June 4, 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 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-500 
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
March 8, 1962, (91-days remaining until maturity date on 
September 6,1962) 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 June 7, 1962, 
In cash or other immediately available funds or in a like face 
amount of Treasury bills maturing June 7, 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 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. 4l8 (current, revision) and this 
notice prescribe the terms of -the Treasury bills and govern the 
conditions of their Issue. Copies of the circular may be obtained from 
any Federal Reserve Bank or Branch. 

0O0 



C FORECAST OF PUBLIC DEBT OUTSTANDING FISCAL YEAR I963, 
r^ BASED ON CONSTANT OPERATING CASH BALANCE OF 

$4,000,000,000 (EXCLUDING FREE GOLD) 

Based on 1965 Budget Document - Plus Formal 
Modifications 

June 50, 1962 

July 15 
July 31 
August 15 
August 31 
Sept. 15 
Sept. 30 
Oct, 15 
Oct. 31 
Nov. 15 
Nov. 30 
Dec. 15 
Dec. 31 

Jan. 15, 1963 
Jan. 31 
Feb. 15 
Feb. 28 
Mar. 15 
Mar. 31 
April 15 
April 36 
May 15 
May 31 
June 15 
June 30 

Operating 

(In billions) 

Balance, 
Federal Reserve 
Banks and deposi-
taries (excluding 
free gold) 

$4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4/0 
4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

Public Debt 
Subject to 
Limitation 

$293-7 

297.0 

297-8 
299.2 
299.0 
301.2 

295-7 
299-5 
300.5 
302.3 
302.1 
304.9 

301.5 

304.7 
302.1 
302.8 
302.0 
304.4 

297-9 
301.0 
299.4 
299.4 
299«6 
302.0 
294.0 

Allowance to Rro-
vide Flexibility 
in Financing and 
for Contingencies 

$3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

Total Pub: 
Debt 
Limitati< 
Required 

$296.7 

300.0 
300.8 
302.2 
302.0 
304.2 
298.7 
302.5 
303.5 
3050 
305.1 
307.9 
304.5 

307-7 
305.1 
305.8 
305.0 
307.4 
300.9 
304.0 
302.4 
302.4 
302.6 
305.0 
297.0 



Actual and estimated public debt outstanding 
fiscal year 1962, with estimates based on constant 

operating cash balance of $4,000,000,000 
(excluding free gold) 

Actual 

July 15, 1961 
July 31 
August 15 
August 31 
September 15 
September 30 
October 15 
October 31 
November 15 
November 30 
December 15 
December 31 

January 15, 1962 
January 31 
February 15 
February 28 
March 15 
March 31 
April 15 
April 30 
May 15 

Estimated 

May 31 
June 15 
June 30 

Based on 

Operating balance 
Federal Reserve 
Banks and deposi
taries (excluding 
free gold) 

$3.3 
5.8 
4.2 
5-3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 

3-1 
3-9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 

4.0 
4.0 
4.0 

projection of May 
(in billions) 

Public Debt 
subject to 
limitation 

$289.1 
292.2 
292.1 
293-5 
293.2 
293*6 
296.0 
295-5 
296.7 
296.9 
297.0 
296.1 

296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 

295-6 
298.4 
293-7 

24, 1962 

Allowance to 
provide flexi
bility in fi
nancing and for 
contingencies 

$3.0 
3.0 
3.0 

Total public 
debt limitatic 
required 

$298.6 
301.4 
296.7 
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of a balanced budget in fiscal 1963. The increase is re

quired to cover the seasonal low in receipts, which always 

occurs during the first half of the fiscal year. Such an 

increase is needed in fiscal 1963 because of the substantial 

deficit which has already been incurred in fiscal 1962. In 

other words, the increase is being requested to meet the fiscal 

consequences of past deficits and does not reflect -a»y~ expecta

tion of a deficit in fiscal 1963. 

A temporary increase in the debt limit to $308 billion 

is essential if the Government's finances are to be managed 

in an orderly and economical manner and if we are to be able 

to finance our seasonal cash requirements in fiscal 1963 

within the framework of a balanced budget. I earnestly 

recommend its approval by this Committee. 
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management and to cover unforeseen contingencies, including 

the inescapable uncertainties of revenue and expenditure 

projections. Such a margin is essential in the interests 

of economy in Government. The cause of economy in Government 

is not served when a debt limit is so restrictive that the 

Treasury is forced to resort to such devices as obtaining 

additional funds, at substantially higher costs, through the 

market borrowing of Federal agencies which are not subject 

to the statutory debt limit. These unsound financial 

practices have been resorted to in the past; we hope that 

they will never again be necessary in the future. 

In conclusion, I wish to reemphasize that the increase 

in the debt ceiling to $308 billion is based on the exp^c-katiea 
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when the $3.5 billion figure was first used for illustrative 

purposes, Federal expenditures amounted to $71.4 billion. 

Fiscal year 1963 expenditures are expected to be some 30% 

larger. With larger expenditures, we require larger operating 

cash balances. For both of these reasons, we have used a 

$4 billion figure in the attached tables as a conservative 

figure for a constant operating balance. It should be borne 

in mind that our actual operating balance has averaged sub

stantially higher than $4 billion during the past three years. 

Such an operating balance is needed to pg-ovi-dc ^uloquat'e-

^es&a&ili-y L>U LlntL the day-to-day operations of the Treasury 

T~b 
•can be conducted in an efficient manner. 

Our estimates also provide, as in the past, for a 

$3 billion margin to provide much-needed flexibility in debt 
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before dropping back again to around $294 billion at the 

end of fiscal 1963. A $308 billion debt ceiling is the 

minimum needed to provide us with the usual $3 billion 

leeway for flexibility in debt management and for unforeseen 

contingencies, a margin which prudent and economic financial 

management requires. 

For the past few years the Treasury, in its presentations 

at hearings on the debt limit, has assumed a $3.5 billion 

constant working balance. Experience has shown that this 

is an unrealistically low figure. Despite careful management, 

our average cash balance so far this year has been $4,755 million 

The average for fiscal year 1961 was $4,620 million and for 

fiscal year 1960 was $4,638 million. In addition, in 1958 
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I would like to emphasize that this seasonal imbalance 

between Federal Government receipts and expenditures is a 

regular feature of our financial mechanism. It is not 

just something that will occur in fiscal 1963. To illustrate 

this point, I would like to call your attention to the chart 

which shows semi-annual receipts and expenditures from 

fiscal 1958 through fiscal 1963. You will note that a 

pronounced seasonal pattern in revenues shows up in each 

and every year. It was as much in evidence in fiscal 1960, 

when we last ran a budget surplus, as it was in years when 

we ran budget deficits. 

On the assumption of a constant $4.0 billion operating 

balance, we expect the debt to rise to about $305 billion 
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seasonal deficit, a deficit which will be offset by a 

surplus during the last five months of the fiscal year. 

Specifically, our awrtite^by"inuuLh projections<(^-a_-«_*iwwfl 

*-«R *_%!--'-&l*taBk&drT£amm\^ indicate a]budget deficit of $8.0 billion 

during the seven months, July through January, and aaa* "^ 

$8.0 billion budget surplus during the five months, February 

through June, which is our peak revenue period. It is to 

finance the July through January deficit of $8.0 billion that 

we need an $8 billion increase in the temporary debt limit, 

even though we are striving for 

balanced budget for the whole of fiscal 1963. This imbalance 

between receipts and expenditures is entirely attributable 

to the marked seasonal pattern of our tax receipts. Expenditures 

are projected at a fairly constant level throughout the fiscal 

year. 
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Accordingly, we have made no change in the basic 

assumption of a balanced budget in fiscal 1963, and our 

request for a $308 billion temporary debt ceiling is based 

squarely on that assumption. 

It may seem incongruous to some that, while projecting 

a balanced budget for fiscal 1963, we are at the same time 

requesting an $8 billion increase in the temporary debt 

ceiling. Of course, if the timing of our receipts and 

expenditures were in balance throughout the year, there would 

be no need for this increase in the debt ceiling. Unfortunate! 

this is never the case. Even with a balanced budget for 

fiscal 1963 as a whole, our estimates indicate that the first 

seven months of the fiscal year will show a substantial 
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not so great that it cannot be made up in the months ahead. 

Certainly, my readings of the April economic statistics, in 

which new records for employment, output and income were 

established, suggest that it is premature to conclude that we 

cannot attain the economic goals upon which our budget balance 

for fiscal 1963, in large part, depends. As to expenditures, 

the best we can do is to rely on the January budget document 

with the realization that Congress has not yet acted on any 

appropriation bill, nor has it taken action on our tax bill, 

tyr the President's proposals on postal rates and farm price 

supports. Until these matters are decided by Congressional 

FtilH 
action, there is no basis for any new estimate of expenditures 

A 

and revenues. 
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For fiscal year 1963, the January budget document 

showed a $500 million surplus. The President has requested 

cj_&fc«4n new programs since January, in particular a mjta^ 
A 

^^Miblie-^we-^s program for distressed areas, that would -^efl^Sie 

SuLmt v^ 
this estimated surplus but still leave a balance. Whether 

A-

or not this balance is actually achieved depends largely on 

revenue receipts which, in turn, are dependent on the state 

of the national economy. The January revenue estimate of 

$93 billion assumed that the gross national product would 

average $570 billion during calendar 1962 and that the economy 

would continue its upward trend throughout the entire fiscal 

year. 

While the expansion of the economy in the first quarter 

did not measure up to our expectations, the short-fall was 
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has been enacted prior thereto. Since the debt will 

substantially exceed the permanent level of $285 billion 

on July 1st, it is essential that there be new legislation 

prior to that date. 

With the fiscal year^now nearly concluded, I can 

report to you that we still expect the deficit for fiscal 

1962 to be about $7 billion. Past experience has shown, 

TOTALIS 
however, that fiscal year-end -_«p_fP__?fe«i_v8_ are apt to vary 

A 

several hundred million dollars in either direction from the 

totals estimated in May. Therefore, the final total for 
A 

fiscal 1962 may prove to be somewhat less than $7 billion 

or it may exceed that amount by a few hundred million dollars. 

In order to be on the conservative side, we have used a 

$7-1/4 billion figure in the projections on the attached 

table. 
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U4j / 
Specifi<y,Q our projection* indicate a seasonal budget deficit 

which reaches a peak of $11.2 billion on December 15, just before 

the receipt of the large tax paymentSpue on that date. Succeeding 

peaks of $11 billion and $10.7 billion will be reached on January 15 

and March 15 before the receipt fif the substantial tax payments 

due on those dates. Thereafter^this seasonal deficit will __e rapidly Be 

erased by a similarylarge seasonal surplus; and by June 30|# 1963 

our p_»_»jeetions show t3__St the debt returnvto approximately the same 

level a_ June 30, 1962. ( ̂ TUTBD *AJ **> Arn&to 

This imbalance between receipts and expenditures is entirely f j~^ 

attributable to the marked seasonal pattern of our tax receipts, \'"w/rtA 
Jt*J <L?& \ ^ 

AExpenditures are projected at a fairly constant level throughout -We "N-

fiscal y&mz. It is to finance this seasonal deficit of $11 billion 
/a deficit which will occur even with a fully balanced budgi 

in tax receipts,that we need the $8 billion increase mlilvti wu UIL 

requQitJiifn; in the temporary debt limit ceiling. _«&J£t should be borne 

in mind that, since tifels chart is base on semi-annual figures^which 

include the heavy December 15 tax receipts, it understates by several 

billion dollars the seasonal swing t«e* reaches its peak in mid-December. 

We are ending the current fiscal year with a debt projected 

at about $294 billion, on the basis of $4 billion £__oti operating 

balance. Adding the $3 billion allowance for flexibility to this figure, 

gives a total of about $297 billion, $3 billion under the current 

temporary debt limit of $300 billion. It is because of this extra leeway 

of $3 billion which we will have on June 30th that we will be able to 
an 

finance a seasonal deficit of $11 billion with $8 billion increase in 
A. 

the debt limit. 
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Statement of the Honorable Douglas Dillon 
Secretary of the Treasury 

before the 
House Ways and Means Committee 

on the 
DEBT LIMIT 

Thursday, May 31, 1962 
10:00 Â M.,EDT 

The President in his Budget Message last January 

requested a temporary debt limit of $308 billion for fiscal 

1963. This request was based on his estimate that the 

fiscal 1962 deficit would amount to $7 billion and that 

there would be a $500 million surplus in fiscal 1963. I am 

here today to renew the request for a $308 billion temporary 

debt limit for fiscal year 1963. 

The present temporary limit of $300 billion will expire 

June 30th/next> On July 1st the debt limit will revert 

to its permanent level of $285 billion unless new legislation 

v.-1^ 
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STATEMENT OF THE HONORABLE DOUGLAS DILLON 
SECRETARY OF THE TREASURY 

BEFORE THE 
HOUSE WAYS AND MEANS COMMITTEE 

ON THE 
DEBT LIMIT 

THURSDAY, MAY 31, 1962 
10:00 A.M., EDT 

The President In his Budget Message last January requested 

a temporary debt limit of $308 billion for fiscal 1963. This 

request was based on his estimate that the fiscal 1962 deficit 

would amount to $7 billion and that there would be a $500 

million surplus in fiscal 1963. I am here today to renew the 

request for a $308 billion temporary debt limit for fiscal 

year 1963. 

The present temporary limit of $300 billion will expire 

next June 30th. On July 1st the debt limit will revert to 

its permanent level of $285 billion unless new legislation 

has been enacted prior thereto. Since the debt will 

substantially exceed the permanent level of $285 billion on 

July 1st, it is essential that there be new legislation prior 

to that date. 

With the fiscal year 1962 now nearly concluded, I can 

report to you that we still expect the deficit for fiscal 

1962 to be about $7 billion. Past experience has shown, 

however, that fiscal year-end totals are apt to vary several 

D-501 



hundred million dollars in either direction from the totals 

.estimated in May. Therefore, the final deficit figure for 

fiscal 1962 may prove to be somewhat less than $7 billion or 

it may exceed that amount by a few hundred million dollars. 

In order to be on the conservative side, we have used a 

$7-1A billion figure in the projections on the attached table. 

For fiscal year 1963, the January budget document showed 

a $500 million surplus. The President has requested a few new 

programs since January, in particular a capital improvement 

program for distressed areas, that would use the bulk of this 

estimated surplus but still leave a balance. Whether or not 

this balance is actually achieved depends largely on revenue 

receipts which, in turn, are dependent on the state of the 

national economy. The January revenue estimate of $93 billion 

assumed that the gross national product would average $570 

billion during calendar 1962 and that the economy would continue 

its upward trend throughout the entire fiscal year. 

While the expansion of the economy in the first quarter 

did not measure up to our expectations, the short-fall was 

not so great that it cannot be made up in the months ahead. 

Certainly, my readings of the April economic statistics, in 

which new records for employment, output and income were established, 

suggest that it is premature to conclude that we cannot attain 

the economic goals upon which our budget balance for fiscal 

1963, In large part, depends. As to expenditures, the best 
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we can do is to rely on the January budget document with the 

realization that Congress has not yet acted on any 

appropriation bill, nor has it taken action on our tax bill, 

the President's proposals on postal rates and farm price 

supports or on various other legislative recommendations. 

Until these matters are decided by Congressional action, 

there is no firm basis for any new estimate of expenditures 

and revenues. 

Accordingly, we have made no change in the basic 

assumption of a balanced budget in fiscal 1963> and our 

request for a $308 billion temporary debt ceiling is based 

squarely on that assumption. 

It may seem incongruous to some that, while projecting 

a balanced budget for fiscal 1963, we are at the same time 

requesting an $8 billion increase in the temporary debt 

ceiling. Of course, if the timing of our receipts and 

expenditures were in balance throughout the year, there 

would be no need for this increase in the debt ceiling. 

Unfortunately, this is never the case. Even with a balanced 

budget for fiscal 1963 as a whole, our estimates indicate 

that the first half of the fiscal year will show a 

substantial seasonal deficit, a deficit which will be offset 

by a surplus during the remainder of the fiscal year. 

Specifically, our projections indicate a seasonal budget 

deficit which reaches a peak of $11.2 billion on December 15, 



just before the receipt of the large tax payments due on that 

date. Succeeding peaks of $11 billion and $10.7 billion will 

be reached on January 15 and March 15*before the receipt of 

the substantial tax payments due on those dates. Thereafter, 

this seasonal deficit will rapidly be erased by a similarly 

large seasonal surplus; and by June 30, 1963 our projections 

show the debt returning to approximately the same level as 

June 30, 1962. 

This seasonal imbalance between receipts and expenditures 

is illustrated on an attached chart. The imbalance in fiscal 

1963 is entirely attributable to the marked seasonal pattern 

of our tax receipts, since expenditures are projected at a 

fairly constant level throughout the fiscal year. It is to 

finance this seasonal deficit of $11 billion in tax receipts, 

a deficit which will occur even with a fully balanced budget, 

that we need the $8 billion increase in the temporary debt 

limit ceiling. It should be borne in mind that, since the 

chart is based on semi-annual figures which include the 

heavy December 15 tax receipts, it understates by several 

billion dollars the seasonal swing which reaches Its peak 

in mid-December. 

We are ending the current fiscal year with a debt projected 

at about $294 billion, on the basis of a $4 billion operating 

balance. Adding the $3 billion allowance for flexibility to 

this figure, gives a total of about $297 billion, $3 billion 

under the current temporary debt limit of $300 billion. It is 
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because of this extra leeway of $3 billion which we will 

have on June 30th that we will be able to finance a 

seasonal deficit of $11 billion with an $8 billion increase 

in the debt limit. 

I would like to emphasize that this seasonal imbalance 

between Federal Government receipts and expenditures is a 

regular feature of our financial mechanism. It is not just 

something that will occur in fiscal 1963. I would like to 

call your attention again to the chart which shows semi

annual receipts and expenditures from fiscal 1958 through 

fiscal 1963. You will note that a pronounced seasonal 

pattern in revenues shows up in each and every year. It 

was as much in evidence in fiscal i960, when we last ran 

a budget surplus, as it was in years when we ran budget 

deficits. 

On the assumption of a constant $4 billion operating 

balance, we expect the debt to rise to about $305 billion 

before dropping back again to around $294 billion at the 

end of fiscal 1963. A $308 billion debt ceiling is the 

minimum needed to provide us with the usual $3 billion 

leeway for flexibility in debt management and for 

unforeseen contingencies, a margin which prudent and economic 

financial management requires. 
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For the past few years the Treasury, in its presentations 

at hearings on the debt limit, has assumed a $3.5 billion constant 

working balance. Experience has shown that this is an 

unrealistically low figure. Despite careful management, our 

average cash balance so far this year has been $4,755 million. 

The average for fiscal year 1961 was $4,620 million and for 

fiscal year i960 was $4,638 million. In addition, in 1958 

when the $3.5 billion figure was first used for illustrative 

purposes, Federal expenditures amounted to $71.^ billion. 

Fiscal year 1963 expenditures are expected to be some 

30 per cent larger. With larger expenditures, we require larger 

operating cash balances. For both of these reasons, we have 

used a $4 "billion figure in the attached tables as a conservative 

figure for a constant operating balance. It should be borne in 

mind that our actual operating balance has averaged substantially 

higher than $4 billion during the past three years. Such an 

operating balance is needed to permit the day-to-day operations 

of the Treasury to be conducted in an efficient manner. 

Our estimates also provide, as in the past, for a $3 

billion margin to provide much-needed flexibility in debt 

management and to cover unforeseen contingencies, including the 

inescapable uncertainties of revenue and expenditure projections. 

Such a margin is essential In the interests of economy in 

Government. The cause of economy In Government is not served 

when a debt limit Is so restrictive that the Treasury is forced 

to resort to such devices as obtaining additional funds, at 



substantially higher costs, through the market borrowing of 

Federal agencies which are not subject to the statutory debt 

limit. These unsound financial practices have been resorted 

to in the past; we hope that they will never again be necessary 

in the future. 

In conclusion, I wish to reemphasize that the increase in 

the debt ceiling to $308 billion Is based on the assumption of 

a balanced budget in fiscal 1963* The increase is required to 

cover the seasonal low in receipts, which always occurs during 

the first half of the fiscal year. Such an increase is needed 

in fiscal 1963 because of the substantial deficit which has 

already been incurred in fiscal 1962, In other words, the 

Increase is being requested to meet the fiscal consequences of 

past, deficits and does not reflect the expectation of a deficit 

in fiscal 1963. 

A temporary increase in the debt limit to $308 billion is 

essential if the Government's finances are to be managed in an 

orderly and economical manner and if we are to be able to 

finance our seasonal cash requirements in fiscal 1963 within the 

framework of a balanced budget. I earnestly recommend Its 

approval by this Committee. 



Actual and estimated public debt outstanding 
fiscal year 1962, with estimates based on constant 

operating cash balance of $4,000,000,000 
(excluding free gold) 

Actual 

July 15, 1961 
July 31 
August 15 
August 31 
September 15 
September 30 
October 15 
October 31 
November 15 
November 30 
December 15 
December 31 

January 15, 1962 
January 31 
February 15 
February 28 
March 15 
March 31 
April 15 
April 30 
May 15 

Estimated 

May 31 
June 15 
June 30 

Based on 

Operating balance 
Federal Reserve 
Banks and deposi
taries (excluding 
free gold) 

$3-3 
5.8 
4.2 
5-3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 

3.1 
3-9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 

4.0 
4.0 
4.0 

projection of May 
(in billions) 

Public Debt 
subject to 
limitation 

$289.1 
292.2 
292.1 
293-5 
293-2 
293-6 
296.0 
295.5 
296.7 
296.9 
297.0 
296.1 

296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 

295-6 
298.4 
293-7 

24, 1962 

Allowance to 
provide flexi
bility in fi
nancing and for 
contingencies 

$3.0 
3.0 
3.0 

Total public 
debt limitation 
required 

$298.6 
301.4 
296.7 



June 30, 1962 

July 15 
July 31 
August 15 
August 31 
Sept. 15 
Sept. 30 
Oct. 15 
Oct. 31 
Nov. 15 
Nov. 30 
Dec. 15 . 
Dec. 31 

Jan. 15, 1963 
Jan. 31 
Feb. 15 
Feb. 28 
Mar. 15 
Mar. 31 
April 15 
April 30 
May 15 
May 31 
June 15 
June 30 

FORECAST OF PUBLIC DEBT 
BASED ON 

OUTSTANDING 
CONSTANT OPERATING CASH 

i>4,000,000,000 ( 

Based on 

Operating ] 

1963 Budget 

n p ~y 
&_ \J ; 

FISCAL YEAR I963, 
BALANCE OF 

EXCLUDING FREE GOLD) 

Document -
Modifications 
(in billions) 

Balance, 
Federal Reserve 
Banks and c ieposi-
taries (excluding 
free gold) 

$4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4/0 
4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

Public Debt 
Subject to 
Limitation 

$293-7 

297.0 
297.8 
299.2 
299.0 
301.2 
295.7 
299-5 
300.5 
302.3 
302.1 
304.9 
301.5 

304.7 
302.1 
302.8 
302.0 
304.4 
297^9 
301.0 
299.4 
299.4 
299=6 
302.0 
294.0 

Plus Formal 

Allowance to Pro
vide Flexibility 
in 
for 

Financing and 
• Contingencies 

$3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

Total Public 
Debt 
Limitation 
Required 

$296-7 

300.0 
300.8 
302.2 
302.0 
304.2 
298.7 
302.5 
303.5 
305.3 
305.1 
307.9 
304.5 

307.7 
305.1 

. 305.8 
305.0 
307.4 
300.9 
304.0 
302.4 
302.4 
302.6 
3O5.O 
297.0 



_SEMIANNUAL BUDGET RECEIPTS AND EXPENDITURES^ 
Fiscal 1958-63 

SBil. 

40 

Expendituresv 

•I—" 

Receipts* 

July- Jan.- July- Jan.- July- Jan.- July- Jan.- July- Jan.- July- Jan.-
Dec. June Dec. June Dec. June Dec. June Dec. June* Dec* June1" 

—1958— --'59—' —'60—; *—'61— *—'62—' v—'63—' 
*Net receipts after refunds. *May 1962 estimate. 
* Estimates on basis of January 1962 Budget Message plus formal modifications. 

Office of the Secretary of the Treasury 



.United States Savings Bonds Issued and Redeemed Through May 31, 1962 

(Dollar amounts in millions - rounded and will not necessarily add to totals) 

jATURED 
Series'A-1935 - D-1941 •< 
Series F & G-1941 - 1949 

[MWUKED „/ 
Series E: <* 

1941 . 
1942 . 
1943 . 
1944 . 
1945 . 
1946 . 
1947 . 
1948 . 
1949 . 
1950 .. 
1951 , 1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 

Unclassified ... 

Total Series E 

Series H-1952 - 1962 2/ 

Total Series E and H 

Series F and G: 
. 1950 
1951 
'1952 

Unclassified 

Total Series F and G 

Series J and K-1952 - 1957 

Total Series F, G, J and K .... 

I Total matured 
U Series <J Total unmatured .... 

Grand Total >.. 

Amount 
Issued i/ 

$ 

j Gi 

/ 

i 
I 

5,003 
26,082 

1,812 
8,007 
12,890 
15,001 
11,744 
5,267 
4,953 
5,100 
5,010 
4,361 
3,777 
3,945 
4,452 
4,504 
4,672 
4,491 
4,209 
4,059 
3,789 
3,760 
3,767 
. 904 

334 
120,810 

8.279 

129,090 

2,428 
792 
211 

Amount 
Redeemed 1/ 

3,432 

3,680 

7,111 

31,085 
136.201 
167,286 

4,987 
25,878 

"'$ 

1,503 
6,629 
10,722 
12,384 
9,472 
4,014 
3,584 
3,573 
3,413 
2,871 
2,447 
2,416 
2,622 
2,587 
2,636 
2,530 
2,255 
2,006 
1,780 
1,555 
1,128 

71 
367 
82,568 

1,634 

84,202 

1,981 
416 
103 
42 

2,543 

1,871 

4,414 

30,865 
88.616 
119,480 

Amount 
Outstanding 2/ 

16 
204 

309 
1,378 
2,168 
2,617 
'2,272 
1,253 
1,369 
1,527 
1,597 
1,490 
1,330 
1,529 
1,830 
1,917 
2,036 
1,961 
1,953 
2,052 
2,009 
2,205 
2,640 
833 

_=___ 38,242 

6.646 

44,888 

4J 447 
376 
108 
-42 

889 

1,809 

2,697 

220 
47.585 
47,806 

% Outstanding 
of Amt.Issued 

.32* 

.78 

17,05 
17.21 
16.82 
17.45 
19.35 
23.79 
27.64 
29.94 
31.88 
34.17 
35.21 
38.76 
41»H 
42.56 
43.58 
43.67 
46.40 
50.55 
53.02 
58.64 
70.08 
92.15 

31.65 

80.28 

34.77 

18.41 
47.47 
51.18 

25.90 

49.16 

37.93 

.71 
?4r94 
28.58 

Includes accrued, discount. ^r^™-- r^ ™-„„.,. .„«_„ . 
Current redemption value. 0 W K ! E <* ̂ S C AL ASSISTANT SECHETAOT 
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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nations *hot in the words of President Kamamdy, stmmd 

lor tiie "li 01 ,tio?i df t_# diverse energies of free 

aatioos mmd frmm man." 

It will be a victory for thoee who believe t_u&t 

titere is ao substitute ia _oderu society for the 

energy a_*d coawitfl_©at of responsible aad educated free 

eitisets. I trisst you will sbare ia that victory mjmd 

bid you Godspeed. 

o o 0 o o 
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mwtmX Urn wt*i#t* 'tammm mm Mmmmm* m MU m to tHe 

positive cosra-iitt-amts revealed <>y 0&d* I*** i^Uee 

«* i_e*«lttiAt mmmrmh far thm fped mtrnt turn true, nad 

t*» eo»taai effort to told last Id it as mXl^imm 

IfedUi cloaviag to Oed a_u k&i co«a*tuK*s, tot* retwded 

and mmmmwmOm, througii iea**m ami faitfc, is tte well* 

spring «f wis***, -N_ntU«gr ewl •tlinl befeavio-* in our 

Iliad. Jo ^^ ^"J;UI ^ tr U ^^ ^W^ -VwM^^^Xy 

Give* tfe* a****-*** dts*tfuvra» of t&ese responsibilities 

»y thkm g*M*atlett mi edwiied i»»rie«wt of uttiel* yon 

are .now m part* thm dark stautom mi present daggers will 

gjyately puss and tbe dyn&mito okaagee of today will provide 

t£u» eay to enrtuiied epp-trtiatities for tmamrrmm. 

Tkmmm opportunities will not lie for the Halted States 

aloan — tfcsy will signal m wimlmtf mwmrfmimm mi mm® mmd 



If jam feswe it, ofeorish mad preserve it* Wiiettisr 

weu do or do not* it i® ye-m? vtejpssj&Mlity to eemtitMie 

to seatf-it for it. 

F^ee Hence is a lifetime purs-it, net captured 

eternally by a college degree, mis :1s true el the 

libera! arts. It is ewes more true of mmrrnX education 

whieh conce-mm excellence in aetien rather than tbotight, 

re^^iriag* la addition, good saslts of will* desire or 

eftotioa* 

flatter good ch?ir%cter is feast ifsdneed by sfrea^t&«&-~*»g 

tee will or noderatiiig oae** inclinations will lo».g oe 

debated. But a sense of duty is an essential istgre&ieat. 

Attd daiy4 ia Wordsworth
 #s siirae)*, 1® a "stern da^gater of 

thm voice of Sod„,f 

It mast be that doty to <*ed lftwolwes etsedieisee to tlte 



mid mtvkm to proiaote wiriiie* jaorftlity end the higher 

eihiits of hmmm WmhmMtwe* Wmt tie, of ell people, mimuUi 

kmmm that mmxm MmmXmdm &»d ***** .are net mmmmgh to 

redeen mmm from M-tself * 

£cUse*u©u, whatever its f issetleitsl or amtarial 

value, should provide m ie**&daii©u for the dmmbopmant 

of the cJ_*jr»*t*_*i_»tte mwmXXmmmm of which _*eii are 

ee#e>l#* 

la speeAtlsg of the mmdm of edtiestlos Piste 

mmmmrndt 

"bm the s*4rtie*il_ur tratitlsg is respect 

of pleasure mjmd pmim, wfcish leads yoti 

always to mmtm what you ought to hate, 

smd love whet yon ought to love from 

mm ue^iaaiag of life to the estd* say 

be rightly called eefeestlsn*'' 
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MI prooose that, out of the best mmd 

,t svwteetivs years of mmrnh m»f» life, 

he should earve a segeieat is whish he sets 

Ms private career aside 'to serve- his 

Borve his *_rtl4r*m* his aeighbors, his 

fellow mmt mm* the mmm® of trmmdmmu* 

the response of young- edtieated Mmmrkmmmm to the 

Pen&e Corps proposal reveals that there will he as* answer 

to calls of patriot!ssi without the sotiad of bugles and 

A&d, ediieJited is freedom la a satis* u&der God, the 

hmmximm eollege *?*4*at« has a fNtrtlmlar responsibility 

bevoacl the igaomnt, or thea§* ssehoelsd in a* atsjespiMKr* 

of the godless tyranay of the stats. It is to exemplify 



citizen of as? nation 1* th* world ~* provided only that 

he «es mm gifts mmd maxmm deeply. 

mm eaa the educated /tairieiui ignore the rssposslMlitf 

to neigh s«esjr-*jmi*» ^ ir^pmiT.xi^l^LXl&miio^ onhiie 

$er*l*» km *****_*-*»*• If the mtkmm is to meet the 

chalieages mid breast the dashers ahead, it will require 

a mtmimtam •* the best tsJ_s»ft» available* mmd thai nomas 

77g peoiU© la gov^rui&eai — not Just a few is strategic 

pXmmmm — bat is slsetiv* ©files* is the key appoiativ* 

post*! and in the career admsusir&tave service frtm the 

lower grades to the Mpergr^des* 

tmm osswvtwjiity to serve is aever fe&eelosed hy a 

slagle dseisiea at any single tissj. It was over a 

a** WSJ** a sots* pnhiie servant, _*avid idlieathal, 

as iatereetiag suggestion say lag i 
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Vast eha^es ia as *$* of _&*«& asd oolleotive action 

<md wmmm apathy* For km our system of society it km 

how slush the oardiaary citisea kmmm asd care* that 

•*** e^e aiSjetee^ijp'e—• *ws* ^^••a *p^pe^RWPe*' ^Wvjft eIMBSJSB •SK^P* s*>_swBF*ssBFij*pfe MMMS> ^leissHP •s*'j*tessjiwie^ 

analysis, the ®mtHm®mr% oust arahs the decisions. 

Tlie educated Jhisrieaa should form aad held his owa 

facts and Issues, aad sot mm mmmm iiitaitioa or prejudice* 

the mmh®tktmtk®m mt p?ej>Mic® and extre__ism for reasoa 

and objectivity is to fe^sahs the resooasibilitles that 

mmm with 'the educated slad* 

Bat along with reason mm wmt ear*. 7mm educated 

cltis** of the Halted states today eaa be sore effective 

ia Housing the policies of his fei?eraj-#at thaa has any 
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It is also the wawmmmXM.lltw ®f mrmwf ^aerican •» 

but, tim oairtioiilar impossibility of the educated 

$®m?k®m. — to exercise the datiss aad privileges ot 

eltisesship ia aa is_t*«sjed and diUgsat public service 

at a tise when the e^allty aad dedication of this 

service mm b* decisive of the world m€ toaerrow. 

the educatea i_ntrioaa ia private life oaa discharge 

the z^NqpeaJrtsality for pabUe mmwkmm km mwmtlmm ways. 

Hie mm? tkmm private orgaaisatlojiSf cultural aad 

hi^maaitarlast mm-vxm local, state aad aatiesal eotBSuuiti.es, 

-fei 
provide syspl* oppoartisalty fos\good citisteaahip^ttvf^ 
u'l*U'kl\.\3 i-.A^Li - ^71. «iol tXlv 

*me esseatiai la^rediemt ia a free society is the 

development of a reasonable mmd balance_ poiat of view 

oa piblic attaiw^xti* »i*jsds of tas eitf4fis_wy §as}its Cui+L-o.* 

aad eoa_Buaicatioat a»*d in politicaT~ic^ivTtieii't ̂  /ffc_*j.is"#Sfr 
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world, with new knowledge be lag cot-St&atly gaiaed, it 

is the duty of the saa or weema who has learned a 

little to keep on learaiag, Without reach!ag out lato 

other disciplines, spseiailsts eaa sot haw* aay mmOmw-

stasdiag eosemaieatioa with each other/, 0eaeralists > i 

7.,V_.'-7Uj 0 

fail to perform their fascites of synthesis-

Knowledge is ascfal eves If held by oaly a few, 

bat ia aa&y fields learatag depeads for its nreaU f '-̂  

usefulness^ -pes a wide diffusion. If college grad_ates, 

having learned a little, default their obligation to 

coatisue learmiag, the dialogue aaeag the educated 

that is n principal somas of progress la the arts aad 

sciences will falter. On this view, adult edueatioa 

ts[busasJ.ty«sland civilisation1® greatest relatively 

_atapped reset-ree. 
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spead* ^eoaioadsts9 studies haw* shows that returns on 

iavestgBSmt ia edaeatiem resale higher -- ia purely 

^eoaoaic terse — thaa ea/Wi lavestssst ia thiass. 

7o f̂ '7 1 ̂-ccat'̂ v HV.CU 

'Beyô ^̂ that-4-are! the additional values /which! are beyoad 

price. 

Her will it be *i«mgh »*r*iy to help others achieve 

a* edasatioa, College graduates have as obligatioa to 

as* their ed-eatiem to mmmh bach the frostier* of 

learaiag. liaa has a far» far longer way yet to go thaa 

the ground he has yet traversed* Son* will have the 

chase* to advaae* that aaderstaadiag. these with these 

gifts eaa haw* a* higher eblisattea* 

Sat nose should rest ooateat with the leuraiag 

possessed ~* act today at the ead of aa undergraduate 

ea***r9 aad net la aay t#j~©«ew either, la this cbaagiag 
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it is only aatyrai aad logical that edsisated 

mmm® mm especial irespsfislhility to 

possible the e^ycmtles of ethers* push bao& the frontiers 

of l*Mur_&s*;» aad continue their mmm edaoatiea through 

adult years* 

College gradantes will share heavily ia /the] private 

Clvisg and public policyk/^ieh^vwlii -tetanias whether 

^n^$w^*mm$$^$» wiMBt%pat* wasrS* *$> aw nam.. ijB> 4*> ewv ms& Jw^asjBF ^r'w.TijiSi asSw *•_»>staves* ~» _» ^tpr<pB'iiy^i^*fc %sve* ajpjfe 

himrnm tarsal to- the limit mi its potential* 

am increased allocation of our researcea to *dhft**ti*a 

is act ma taawise or is«-rtt4**t empaadit^re, Iadividual 

inco»s rises with ed^eatioaal attaiaseat* For the 

***afcrw, as for the iadividiiai.f the dollars we spend 

few education are mmm the sost fraitful dollars we caa 
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la iseetiag this debt aad ebligatios educated 

kmmrkmmM will shoulder »**<* respo-tslblllties beyosd 

the familiar aad familial* Throe specific eaes 

deserve emphasis — la the field of education, ia 

wiaeaff ^S3wi_a8^p'«a mm- ^speii w^**h ar*•*s_r*pssjsjfrssM*j'.sjF a •wbas^iS •<*>** •**—ie^w WF^^ ^ammmyajarm&^mt^a^mw ^^SP-

^^'- a**a^*w' *w *y*MwBe%pwSMS •__<sw ^p»#Si aae^sw^fa*1 *s^^^ase* w -sj»%pp*a # 
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1 have issmtioaed hat a few of the opportunities and 

the defers that will challeag* year geseratiea, f* 

com* now* as •* must, to the individual responsibility 

yon bear from this day forward as oae of history1* 

chesea iastrumeots—aa ^merleam educated is freedom ia 

time to play a part ia the fateful closiag decades of 

the twentieth ceatary. 

The aoblesse oblige of the last half of the 

tweatteth ceatary is sot associated with high rash 

or birth — oat with the &merlcaa college graduates. 

It is they who have lacarred aa oauaaal debt asd 

obligaties to a larger society of the past aad preseat. 

A failure to discharge that debt will sake tomorrow's 

tragic history the collector. 
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individual effort becaase a higher rat* of economic 

growth represeat* the collective total of more individuals 

workiag harder with greater iatellJLgeace asd with sore 

asd better equipment, purchased from saviage. It calls 

vigor. It caaaot be achieved hf either radical ehasges 

or staad pat policies, by iad&lglag sloth mr feather* 

heddlsf; is management or labor* by placing a )flp preml-m 

oa leisure ia high places or low, for old or for youag. 

It is sot something that government cam do by itself or 

for others. Cooperatioa aad effort will be seeded from 

all sectors of society. 

For these reasons, achieving a higher growth rate 

mast become a matter mot only of public coacera bat 

public aaderstaadlag. 
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States, ft mast supply a "system repatattesV* a growth 

performance, aad a patters, of trade sad eswelepmsmt that 

attracts the less developed countries late assoclatioa 

with the Free ^orld^^i pei-iaits' the welding of the 

iadastrialisied free aatloss into COSKOS. programs of 

actios/ jpl~ ^IUW ^cu^Ov ^-^ruA.lc -^ (VW^XCAJLI U^^U 

Aad the rat© of eeeaemio growth of oar ecosomy 

must mm accelerated to provide gaiafiil employmeat for 

the twenty**!* mi&iem ysumg people who will be catering 

the labor force ia the Sixties aad for the miilloas of 

older worlers &m® fiad their skills made obsolete by a 

rapidly ehaaglag technology. 

It will sot be easy to achieve aad sastaia a sub

stantially higher rate of ecoaomic growth; it Is a major 

-adertakiag involving mach wise decision makisgv a good 

deal of aatieaal dedieatiea* aad. some short-term sacrifice 

of coasamptloa to lavestmeat. It will require lacreased 
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complete selsttiea to oar tmlaace of paymeats problem— 

short of the aathi_d_able altersative of withdrawal from 

our world ccmmitmeats. A return to a aeo-isolaticmisa 

by the Halted States caasot fall to provide the ccsMmtaisf 

bloc a rich harvest of opportunity* 

It will be mm to your generation to see to it that 

these competitive -#porta&lti*s ia the Free iforld are 

act passed up aad forfeited; that they are availed of 

oar ceatimalag leadership* which we did sot seek, ia a 

cold war we did act initiate, for a free society It is 

oar aatloaal destiny to defend^^^a ^ehAia^ag^d.v 

Basic to meet lag these dangers of today aad 

tomorrow la the hard everyday task of malataiaisg a 

dyne*!* mad iacreaslagiy productive economy la the Halted 
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their barriers and afford as the opportunity to share 

in their new aad growing prosperity, so that we may earn, 

through our eaperts of goods and services, enough to 

support both oar overseas military establishments and 

oar much aseded programs of aid to less dewelopsd countries. 

It also means that we must improve our competitive abilities 

so that we may tafe* increased advantage of these 

opportunities in the competition of freer marhets. 

This la the basic reason behind Resident Kennedy's 

programs of trade eapansloa, of export promotion, of 

ta* incentives to stimulate the consistent modernisation 

of our industrial plant, and of voluntary wage and 

price stability. 

An Increased I?, l. trade surplus is basic to a 
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plenty and freedom, that has <i»flgifrM^ mnjreallised 

aspiratlonii among Xmmm fortunate peoples^ In a world 

cn>^ 
itnire communication has ***M****' «i*ert*sed space mwt 

provided the dynaiiie of change. 

challenge and some danger iurh in the 

opportunities facing your generation by tn* dynamic 

*eemomie m&p&msimi and growing strength of our lurepena 

allies and ^apaa* ** are gratified at their prmrmmm 

which this nation has dome much to promote and protect. 

But if the Free World trade and payments system, dependent 

m the stability of the dollar, is to be sustained, it 

is important to overcome tmm disequilibrium in the H. 1. 

balance of international payments, which results, in. 

part, from our efforts on behalf of free World security 

aad development. That means our friends must lower 

L"2 
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of nations km your lifetime, the shape of their 

development will affect the pattera &t the world for 

decades to come, tmm communists submit their way as 

the quick way* They would have the world ignore the Jp>&tr 

painful precedents of efforts for material progress at 

the eapense of humanity and personal freedom, which 

marled the industrialisation of the USBE, and now 

comeem^ countless millions of Chinese to > death ^f) 

;sIow\ physical and spiritual starvation. Should they 

succeed by a combination of force, subversion, or apathy 

on the part of the free lorld; in submerging into a 

c-fmaunistic, totalitarian sphere these new nations in 

Asia, Africa, and the older ones in Latin America, the 

tragedy will only be eaceeded by the irony, for it is 

our good- fortune in winning nationhood and, thereafter, 
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for your generation undream-d of in other times. Yet, 

they could also serve as a grim vehicle to throw bach 

man In your time to some dark age of a caw* dwelling past. 

yet another great challenge and danger arises from 

the opportunities for material plenty that await your 

generation. It is represented by the yearnings of the 

peoples of the less developed world for a better life. 

ww* live/' in nr. Adlai !tevensenvs phrase, "amid a 

revelation of rising eapsetations.IV And as Mr, Edward 

narrow has pointed out, ifo land by definition could 

ewer be more qualified to participate than we* As for 

revolution, it is our birthright. As for rising expect_-

op
tions where is there .more capacious or generous land thaa 

this.* >/ 

Nearly fifty new countries have entered the family 
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essential to the avoidance of tmm dowafall or destruction 

of yet another ciwiliaatioa in the parade of history, fe 

must not supply another llnh in the ever lengthening chaia, 

so aptly described hf the historian Toynbee shea he wrote: 

"Each link has been a cycle of iaveatlon, triumph, 

lethargy and disaster.' 

Yet, some of the weapons we forge for our own 

protection and that of the free world ia themselves 

threaten our existence. So, again, the paradox-~»w* 

arm to parley. He must strive to obtain agreement for 

the reduction of danger, while doing what we can to lessen 

latemationai tensions and to seek ways of miaimtslng 

existing frictions, fe must negotiate while maintaining 

preparedness for the worst. 

Even our rockets possess this two-way characteristic 

of opportunity and danger. They offer vistas of exploration 
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from these opportunities. 

fu-amount abroad is the dangerous military power of 

the communist bloc, backed by a growing economy and a 

fanatical creed hostile to free men and free institutions. 

Tomr generation: is destined to live under the gam* of 

this anparently implacable enemy dedicated to the defeat 

\£L__-^-
•sum destruction of freedom. W d possessed of sufficient 

power and Influence to make us dally conscious of our 

personal mortality mmd the danger to those who seek 

freedom throughout the #orld. This power requires us 

to strengthen constantly the defenses of the Free World. 

rh& receat reluctant resumption of atomic testing 

and the development of a costly bet balanced national 

security force able to cope with auclear attach, limited 

war* or exported revolution by guerrilla tactics are 
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Indeed it is the march of science and technology 

that most sharply illustrates this exciting era of 

The near conquest in the Waited States of maafs 

material ^avlroaswmt, in an atmosphere of freedom, to 

provide unprecedented standards of living, health and 

education, have brought to mm aad the peoples of the 

earth new hope, dignity, and capacity for the good life. 

Your country, and mine, has achieved a position of 

nation through this happy conjunction of free men, free 

ideas, free enterprise. Truly, yours is a generation of 

opportunity. 

But now look carefully at some of the challenges 

m& d^mmrm that accompany and, in a perverse way, result 
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your apportin^ties~»~and those of your 430,000 fellow 

graduates throughout the natien~~are limitless. But the 

d&mtgmrm and challenges confronting you are magnified 

la direct ratio to these opportunities. Tour choices, 

individual mmd collective, will be vital for you. Bet 

they will hm far more agonising; for they are bound to 

affect importantly the fate &md future of your country, 

the civilisation of whose bloodstream we are a part. 

As a tiny bet potentially determinant fraction of 

the world's now three billion souls, your responsibilities 

as educated Americans are among the heaviest imposed 

by destiny upon a small aad select group. 

For changing patterns in human events In your time 

hmve attained a velocity that presents the paradox of 

oyportiixUtiesi aneoualled and dangers unparalleled. 

Witness, for & striking --sample, the astronauts. 
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SOTPAf, JUKE 3, 1161, 4:W P.M. (1ST) 

May i use this occasion to eapress my gratitude 

to President Oberly, the Trustee faculty Committee, and 

the Board of Trustees for the honor and privilege they 

have conferred upon mm today. 

To return to iieaneke College, my alma mater, in 

its unexcelled setting in the valley of Virginia, is 

always a delight, It is returning home. 

I shall not speah of vistas of promise of tomorrow's 

bounty or attempt an off Broadway production of "Mow To 

Succeed In Business Without Snally Trying." Th*~t 

of an educated American ia the content of the challenges 

of tomorrow. 

km college graduates in the United States this year, 

_.,7̂  



AN ADDRESS BY HENRY H. FOWLER, UNDER SECRETARY 
OF THE TREASURY, AT THE ANNUAL COMMENCEMENT 
CEREMONY, ROANOKE COLLEGE. SALEM, VIRGINIA, 

SUNDAY, JUNE 3, 1962, 4:00 P.M., EST. 

May I use this occasion to express my gratitude to 
President Oberly, the Trustee Faculty Committee, and the Board 
of Trustees for the honor and privilege they have conferred upon 
me today. 
To return to Roanoke College, my alma mater, in its unexcelled 
setting in the valley of Virginia, is always a delight. It is 
returning home. 
I shall not speak of vistas of promise of tomorrows bounty 
or attempt an off Broadway production of "How To Succeed In 
Business Without Really Trying." My theme will be the 
responsibilities of an educated American in the context of the 
challenges of tomorrow. 
As college graduates in the United States this year, your 
opportunities — and those of your 430,000 fellow graduates 
throughout the nation — are limitless. But the dangers and 
challenges confronting you are magnified in direct ratio to these 
opportunities. Your choices, individual and collective, will be 
vital for you. But they will be far more agonizing; for they are 
bound to affect Importantly the fate and future of your country, 
the civilization of whose bloodstream we are a part. 
As a tiny but potentially determinant fraction of the world's 
now three billion souls, your responsibilities as educated 
Americans are among the heaviest imposed by destiny upon a small 
and select group. 
For changing patterns In human events in your time have 
attained a velocity that presents the paradox of opportunities 
unequalled and dangers unparalleled. Witness, for a striking 
example, the astronauts. 
Indeed it Is the march of science and technology that most 
sharply illustrates this exciting era of paradox. 



The near conquest in the United States of man's material 
environment, in an atmosphere of freedom, to provide unprecedented 
standards of living, health and education, have brought to us and 
the peoples of the earth new hope, dignity, and capacity for the 
good life. Your country, and mine, has achieved a position of 
unprecedented power and influence as the world's foremost nation 
through this happy conjunction of free men, free ideas, free 
enterprise. Truly, yours is a generation of opportunity. 
But now look carefully at some of the challenges and dangers 
that accompany and, in a perverse way, result from these 
opportunities. 

Paramount abroad is the dangerous military power of the 
communist bloc, backed by a growing economy and a fanatical creed 
hostile to free men and free institutions. Your generation is 
destined to live under the guns of this apparently Implacable 
enemy dedicated to the defeat and destruction of freedom. It is 
possessed of sufficient power and influence to make us daily 
conscious of our personal mortality and the danger to those who 
seek freedom throughout the world. This power requires us to 
strengthen constantly the defenses of the Free World. 
The recent reluctant resumption of atomic testing and the 
development of a costly but balanced national security force 
able to cope with nuclear attack, limited war, or exported revolution 
by guerrilla tactics are essential to the avoidance of the downfall 
or destruction of yet another civilization in the parade of history. 
We must not supply another link in the ever lengthening chain, so 
aptly described by the historian Toyabee when he wrote: "Each 
link has been a cycle of invention, triumph, lethargy and disaster." 
Yet, some of the weapons we forge for our own protection and 
that of the Free World in themselves threaten our existence. So, 
again, the paradox — we arm to parley. We must strive to obtain 
agreement for the reduction of danger, while doing what we can to 
lessen international tensions and to seek ways of minimizing 
existing frictions. We must negotiate while maintaining preparedness 
for the worst. 
Even our rockets possess this two-way characteristic of 
opportunity and danger. They offer vistas of exploration for your 
generation undreamed of in other times. Yet, they could also 
serve as a grim vehicle to throw back man in your time to some 
dark age of a cave dwelling past. 
Yet another great challenge and danger arises from the 
opportunities for material plenty that await your generation. It 
is represented by the yearnings of the peoples of the less 
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developed world for a better life. "We live," in Mr. Adlai 
Stevenson's phrase, "amid a revolution of rising expectations." 
And as Mr. Edward Murrow has pointed out, "No land by definition 
could ever be more qualified to participate than we. As for 
revolution, it is our birthright. As for rising expectations 
where is there a more capacious or generous land than this...." 

Nearly fifty new countries have entered the family of nations 
in your lifetime. The shape of their development will affect the 
pattern of the world for decades to come. The communists submit 
their way as the quick way. They would have the world Ignore the 
past painful precedents of efforts for material progress at the 
expense of humanity and personal freedom, which marked the 
industrialization of the USSR, and now condemn countless millions 
of Chinese to the slow death of physical and spiritual starvation. 
Should they succeed by a combination of force, subversion, or 
apathy on the part of the Free World, in submerging into a 
communistic, totalitarian sphere these new nations in Asia, 
Africa, and the older ones in Latin America, the tragedy will only 
be exceeded by the irony. For it is our good fortune in winning 
nationhood and, thereafter, plenty and freedom, that has fired 
unrealized aspirations among less fortunate peoples, in a world 
where communication has shortened space and provided the dynamic 
of change. 
Considerable challenge and some danger lurk in the 
opportunities facing your generation by the dynamic economic expansion 
and growing strength of our European allies and Japan. We are 
gratified at their progress which this nation has done much to 
promote and protect. But if the Free World trade and payments 
system, dependent on the stability of the dollar, is to be 
sustained, it is important to overcome the disequilibrium In the 
U. S. balance of international payments, which results, in part, 
from our efforts on behalf of Free World security and development. 
That means our friends must lower their barriers and afford us the 
opportunity to share in their new and growing prosperity, so that 
we may earn, through our exports of goods and services, enough to 
support both our overseas military establishments and our much 
needed programs of aid to less developed countries. It also moan;; 
that we must improve our competitive abilities so that we may t;iko 
increased advantage of these opportunities In the competition of 
freer markets. 
This is the basic reason behind President Kennedy's programs 
of trade expansion, of export promotion, of tax incentives to 
stimulate the consistent modernization of our industrial plant, 
and of voluntary wage and price stability. 



An increased U.S. trade surplus is basic to a complete solution 
to our balance of payments problem — short of the unthinkable 
alternative of withdrawal from our world commitments. A return to 
a neo-isolationism by the United States cannot fail to provide the 
communist bloc a rich harvest of opportunity. 

It will be up to your generation to see to it that these 
competitive opportunities in the Free World are not passed up and 
forfeited; that they are availed of in a manner that will provide 
the financial sinews for our continuing leadership, which we did 
not seek, in a cold war we did not initiate, for a free society it is 
our national destiny to defend. 
Basic to meeting these dangers of today and tomorrow is the hard 
everyday task of maintaining a dynamic and increasingly productive 
economy in the United States. It must supply a "system reputation," 
a growth performance, and a pattern of trade and development that 
attracts the less developed countries into association with the 
Free World. It must permit the welding of the industrialized free 
nations into common and effective programs of action for mutual 
security, economic and financial cooperation, and Free World 
Development. 
And the rate of economic growth of our economy must be 
accelerated to provide gainful employment for the twenty-six 
million young people who will be entering the-labor force in the 
Sixties and for the millions of older workers who find their 
skills made obsolete by a rapidly changing technology. 
It will not be easy to achieve and sustain a substantially 
higher rate of economic growth; it is a major undertaking involving 
much wise decision making, a good deal of national dedication, and 
some short-term sacrifice of consumption to investment. It will 
require increased individual effort because a higher rate of 
economic growth represents the collective total of more individuals 
working harder with greater intelligence and with more and better 
equipment, purchased from savings. It calls for new initiatives, 
sharper incentives, and increased vigor. It cannot be achieved 
by either radical changes or stand pat policies, by indulging 
sloth or featherbedding in management, or labor, by placing a 
premium on leisure in high places or low, for old or for young. 
It is not something that government can do by Itself or for others. 
Cooperation and effort will be needed from all sectors of society. 
For these reasons, achieving a higher growth rate must become 
a matter not only of public concern but public understanding. 
I have mentioned but a few of the opportunities and the 
dangers that will challenge your generation. We come now, as we 
must,to the individual responsibility you bear from this day forward 
as one of history's chosen instruments — an American educated in 
freedom in time to play a part in the fateful closing decades of the 
twentieth century. 
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The noblesse oblige of the last half of the twentieth century-
is not associated with high rank or birth — but with the American 
college graduates. It is they who have incurred an unusual debt 
and obligation to a larger society of the past and present. A 
failure to discharge that debt will make tomorrow's tragic history 
the collector. 
In meeting this debt and obligation educated Americans will 
shoulder many responsibilities beyond the familiar and familial. 
Three specific ones deserve emphasis — in the field of education, 
in the sphere of citizenship, and in the promotion of higher 
standards of human behavior. 

It is only natural and logical that educated Americans assume 
an especial responsibility to make possible the education of 
others, push back the frontiers of learning, and continue their 
own education through adult years. 

College graduates will share heavily in private giving and 
public policy. These will determine whether or not the Nation's 
children have opportunity for an education that will develop our 
national resource of human talent to the limit of its potential. 

An increased allocation of our resources to education is not 
an unwise or imprudent expenditure. Individual income rises with 
educational attainment. For the country, as for the individual, 
the dollars we spend for education are among the most fruitful 
dollars we can spend. Economists' studies have shown that 
returns on Investment in education remain higher — in purely 
economic terms — than on investment in things. To these are 
added the additional values that are beyond price. 
Nor will It be enough merely to help others achieve an 
education. College graduates have an obligation to use their 
education to push back the frontiers of learning. Man has a far, 
far longer way yet to go than the ground he has yet traversed. 
Some will have the chance to advance that understanding. Those 
with these gifts can have no higher obligation. 
But none should rest content with the learning possessed — 
not today at the end of an undergraduate career, and not in any 
tomorrow either. In this changing world, with new knowledge 
being constantly gained, it is the duty of the man or woman who 
has learned a little to keep on learning. Without reaching out 
into other disciplines, specialists can not have any under
standing communication with each other and generalists will fail 
to perform adequately their function of synthesis. 
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Knowledge is useful even if held by only a few, but in many 
fields learning depends for its full value upon a wide diffusion. 
If college graduates, having learned a little, default their 
obligation to continue learning, the dialogue among the educated 
that is a principal means of progress in the arts and sciences 
will falter. On this view, adult education is your individual 
and civilization's greatest relatively untapped resource. 
It is also the responsibility of every American — but, the 
particular responsibility of the educated American — to exercise 
the duties and privileges of citizenship in an informed and 
diligent public service at a time when the quality and dedication 
of this service may be decisive of the world of tomorrow. 

The educated American in private life can discharge the 
responsibility for public service in countless ways. The many 
fine private organizations, cultural and humanitarian, serving 
local, State and national communities, provide ample opportunity 
for the good citizenship that distinguishes our society. 

The essential Ingredient in a free society Is the development 
of a reasonable and balanced point of view on public affairs. 
Its existence in the minds of the citizenry, its cultivation 
through media of information and communication, and in political 
activities, and its reflection constitute a trust of the educated 
American. 
Vast changes in an age of mass and collective action threaten 
to produce two great dangers — mass ignorance and mass apathy. 
For in our system of society it is how much the ordinary citizen 
knows and cares that determines the outcome of large issues. In 
the final analysis, the non-expert must make the decisions. 
The educated American should form and hold his own opinions, 
based on a reasonable understanding of the facts and issues, and 
not on mere intuition or prejudice. The substitution of prejudice 
and extremism for reason and objectivity is to forsake the 
responsibilities that come with the educated mind. 

But along with reason one must care. The educated citizen 
of the United States today can be more effective In shaping the 
policies of his government than has any citizen of any nation In 
the world — provided only that he uses his gifts and cares deeply, 

Nor can the educated American ignore the responsibility to 
weigh opportunities for public service in government. If the 
Nation is to meet the challenges and breast the dangers ahead, it 
will require a ministry of the best talents available. And that 
means able people in government — not just a few in strategic 
places — but in elective office, in the key appointive posts, 
and in the career administrative service from the lower grades 
to the supergrades. 
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The opportunity to serve is never foreclosed by a single 
decision at any single time. It was over a decade ago when a 
noted public servant, David Lilienthal, made an interesting 
suggestion saying: 
"I propose that, out of the best and most 

productive years of each man's life, he should 
carve a segment in which he puts his private 
career aside to serve his community and his 
country, and thereby to serve his children, his v 

neighbors, his fellow men, and the cause of freedom." 
The response of young educated Americans to the Peace Corps 
proposal reveals that there will be an answer to calls of 
patriotism without the sound of bugles and the summons to war. 
And, educated in freedom in a nation under God, the American 
college graduate has a particular responsibility beyond the 
ignorant, or those schooled in an atmosphere of the godless 
tyranny of the state. It Is to exemplify and strive to promote 
virtue, morality and the higher ethics of human behavior. For he, 
of all people, should know that mere knowledge and power are not 
enough to redeem man from himself. 
Education, whatever its functional or material value, should 
provide a foundation for the development of the characteristic 
excellences of which men are capable. 
In speaking of the ends of education Plato observed: 
"but the particular training in respect 

of pleasure and pain, which leads you always 
to hate what you ought to hate, and love what 
you ought to love from the beginning of life 
to the end, may be rightly called education." 

If you have it, cherish and preserve It. Whether you do or 
do not, it is your responsibility to continue to search for it. 
Excellence is a lifetime pursuit, not captured eternally by 
a college degree. This is true of the liberal arts. It is even 
more true of moral education which concerns excellence in action rather 
than thought, requiring, in addition, good habits of will, desire 
or emotion. 
Whether good character Is best induced by strengthening the 
will or moderating one's inclinations will long be debated. But 
a sense of duty is an essential ingredient. And duty, in 
Wordsworth's phrase, is a "stern daughter of the voice of God." 
It must be that duty to God involves obedience to the moral 
law which reason can discover, as well as to the positive 
commandments revealed by God. This implies an unremitting search 



" u ~ 7 UsL 

for the good and the true, and the constant effort to hold fast to 
it as religious obedience to God. 

This cleaving to God and his commands, both recorded and 
unrevealed, through reason and faith, Is the well-spring of 
virtue, morality and ethical behavior In our land. To drink 
deeply of it is your ultimate responsibility. 
Given the adequate discharge of these responsibilities by 
this generation of educated Americans, of which you are now a part, 
the dark shadows of present dangers will surely pass and the 
dynamic changes of today will provide the way to enriched 
opportunities for tomorrow. 
These opportunities will not be for the United States alone — 
they will signal a victory everywhere of men and nations who, In 
the words of President Kennedy, stand for the "liberation of the 
diverse energies of free nations" and free men." 
It will be a victory for those who believe that there is no 
substitute in modern society for the energy and commitment of 
responsible and educated free citizens. I trust you will share 
in that victory and bid you Godspeed. 

0O0 



on Q 
W V»' "-' 

rot fl*m$& A. H, rai§Mf^as# 
iMf^Ii _Mll-llii,ASWl».,——» 

jun, k, x m 

mmM or t-mmmpB mmd mn mt'?mm 
fh» fresemry !)eparte.eat ai-tot****- last #venl-f that tha tenders for tm martma «J 

traamwty adXXa$ mm ammm t* s» as aMttlmmX imam of the mtXkm Utad hmrmh Sf imt 
amd Urn ̂ th** ®mtima tm ha ***** imm 7» lf*t# wmtah mm mtiamd m say tf$ mm a$m 
at tha F#d#ral. mmrm mmm m $mm k. fammrn mm Jmvi**_ tmr $l,300,0(K,,tX)0, or 
the]******, mi S M m y MXla ft_! tar $m®§m®9®m$ or thereabouts, of liiH_*y bills, 
details of tfee tm» evrtes «** a® f*Uew*i 
SA»IK or mootmL-
awsrmvg Bias* 

fl«d*y f rnasmjy *Ui* 

mgh 
Lew 
iveing# 

iSr 
4i____1 _a_is 

Ufammj Tr*M«JT H U t 

m*m tMfr.y • SM». 
Nittdftf ef IIOOJOQO ' ''* 

1 parammt ef *ht aumint ef H*diy sUl* hid far at the lew print wet 
66 percent ef the exeunt *f Hl^day Mild bid tmr at the lew price was 

MEAL TSlOKaa ArWDBO 901 AID A«F» M RWlii liEilMf- 5aaTat0fll 

tt&r1 
set I eric 
fMXmmaXp'i 
Q.mraXmmd 

AUaate 
^hiaago 
St, 'lewU 
Hin-tapaii® 

Ban f raacisco 

fOfAU 

W6R* 
Ht*.79ooo 
m$m9mm 

i7»m0ioo 
-e^UttOOO 

17#GQMOO 
50,630*000 
13471*000 

•»»^t7t7t0OO m\a»aWk9*» y 

mmkMi^^ 
&Jaft9<m 
*o»-*5»ooo 
$9m$mo 

l6f000fOOO 
]yfe,ji9f0oo 
mViiw 1 ** *-̂ w M*0a0mp 

Xl,86y,000 
e$f72O*@Q0 
1*»991#000 

if-**,ii*M)Q as,**. 
10,312*00® 
Ul,?10f000 
6,672,000 

Mtt9ooo-
160,678,000 
5,714,CXXi 

MhMQQ 
-113*282 

# v w $**mvtm jflpwW 

1*S-M» 
21,610,000 
1,61*0,000 

13,^1,006 
3,296,000 
ii,7i»O|000 

••i«Mi.^*iiB 
|f01|71l|MI 

b/ Is*-**** Ufa* S&3,0» mmmmepv*l*-V» tend*** aeeap**- %t the ammga prima at 99*W 
' Includes l-ii,U3,(X>Ci atiaesmpetltiw tenders accepted at tim amm%% mrXaa at J M R 
On a e&upea lsm» ef tSsn ®u» length isa tat iht eaa« »» «nt iawsWd, th§ r@tmm « 
thewi hills wosld prw&ma ytaUa at %g§$§ tar tm fl^my hill*,, am4 a.l7|» tat t* 
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TREASURY DEPARTMENT 
gff .Ta«BK«BMMBBIMM»aiCTBW^^ Mgf 

WASHINGTON, D.C. 
FOR:RELEASE A. M. NEWSPAPERS, June k, 1962 
Tuesday, June 5, 1962, 

RESULTS OF TREASURY'S WEEKLY BILL 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 March 8, 1962, 
and the other series to be dated June 7, 1962, which were offered on May 29, were opened 
at the Federal Reserve Banks on June I4. Tenders were invited for $1,300,000,000, or 
thereabouts, of 91-day bills and for $700,000,000, or thereabouts, of 182-day bills. The 
details of the two series are as follows: 
RANGE QF ACCEPTED 
COMPETITIVE BIDS: 

91-day 
maturing 

Treasury bills 
September 6, 1962 

Price 
High 99.329 
Low 99.317 
Average 99.320 
a/ Excepting one tender of 
9 percent of the amount of 

68 percent of the amount of 

Approx. Equiv. 
Annual Rate 

2.655$ 
2.702$ 
2.691$ 1/ 

182-day Treasury bills 
maturing December 6, 1962 

Approx. Equiv, 
Price 
98.598 a/ 
98.590 " 

Annual Rate 
2.773$ 
2.789$ 
2.787$ 1/ 98.591 

$100,000 
91-day bills bid for at the low price was accepted 
182-day bills bid for at the low price was accepted 

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS! 

District 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
S£n Francisco 

Applied For 
$ 31,956,000 
1,627,989,000 

38,k27,000 
142,085,000 
14,206,000 
17,900,000 
283,993,000 
26,1+28,000 
17,006,000 
50,630,000 
23,173,000 
126,93U,000 

Accepted 
1 2&7BT55" 

86i;,855 
20,697 
4.0,265 
9,562 

16,000 
181,953 
18,226 
11,869 
US, 720 
14,991 
51,100 

,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 

Applied For 
$ 3,410,000 
1,2146,14148,000 

10,322,000 
la, 710,000 
6,672,000 
4,84i,ooo 

160,878,000 
16,531,000 
5,714,000 
5,291,000 
8,8146,000 
45,873,000 

Accepted 
$ 2,179,000 
588,826,000 
1,522,000 
21,610,000 
1,61*0,000 
4,841,000 
29,217,000 
13,981,000 
3,298,000 
4,7*40,000 
3,8146,000 
26,018,000 TOTALS $2,300,727,000 $1,300,044,000 b/ $1,556,536,000 $701,718,000 c/ 

b/ Includes $184,503,000 noncompetitive tenders accepted at the average price of 99.320 
c/ Includes $44,143,000 noncompetitive tenders accepted at the average price of 98,591 
1/ On a coupon issue of the same length and for the same amount invested, the return on 

these bills would provide yields of 2,75$, for the 91-day bills, and 2«87$, 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 period to the actual number of days in the period, with semiannual 
compounding if more than one coupon period is involved. D-502 
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Contrary to some crystal ball reports I have read, there have 
been no decisions on any of the details. This applies both to 

/ the extent of possible rate reductions and to the form and extent 
/ of possible offsetting measjges^to broaden the Income tax base. 

-A^y €&e one fact =__«£ is clear, 2^Sha> we have now been at work for 
./' nearly a year on a proposal for income tax reform — a proposal 

basically designed to stimulate the growth of our economy — a 
proposal that will be ready for action at the opening of the 
next session of the Congress. 

In conclusion, let me say that the confusion of myth and 
reality, of fact with fiction, when considering the complex economic 
problems of the day, is not in our national interest. The problems 
we face are not easy. Their solution requires the best efforts 
of all of us. We must not allow ourselves to be diverted from 
the difficult tasks at hand by polemics, emotions} dSa prejudice, ^ 
unsupported by facts. There is today a clear consensus as to our 
national objectives — a consensus that reaches from coast to 
coast and includes both political parties and all elements of our 
society. Those goals are full employment, rapid growth so that 
we may steadily improve our standard of living, and reasonable 
price stability. > 

^ In the past four years, we have managed to attain just one of 
* those goals —^price stability. In 1958, the wholesale all-

commodity price index of the Department of Labor averaged 100.4. 
Jj^s^jiee^-Ai^Mas 100.2 -- no change in four years. But we have 
not been so successful In achieving our other goals. We must 
continue vigorously to pursue full employment and rapid growth — 
without impairing the price stability^w^have already achieved. 
Success will require not only proper government policies, but 
also public understanding and acceptance of these policies, as well 
as real effort onjjgs ̂ SS^ of a1 -̂ sec"kors of o u r society. We must 
concentrate our l^lrjfe^on genuine problems, and not permiJL^, c i^ 
ourselves to be diverted by exaggerated fears (6jrn^b^obTins-- be-
they imaginary inflation, such as that which preoccupied investors 
last year, or an imaginary anti-business campaign by the 
'__â443ily Administration such as I fear preoccupies too many 
businessmen today. 

As members of the Financial Writers Association of New York, 
you are contributing immensely to the much-needed understanding 
that Is required before a truly national consensus becomes possible. 
I ask you to continue your efforts in the sure knowledge that you ' 
are performing a public service of major proportions. 

4 

oOo 
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device angUseerne^jio.t toafosg^Qur repeated assurances that the 
credit x-ras designed as a permanent part of the tax structure. It' 
was another case of the triumph of myth over reality. 

We have learned, however, that ^^^^^ opposition to the 
credit is now far less widespread than one might believe from the 
positions taken by certain national business associations. Our 
correspondence and conversations clearly show that on this 
subject the position taken by these national organizations no longe 
accurately reflects the view of American business. For many , 
businessmen have changed their opinion during the past year^as 
they have come to understand our proposals better• andfTo ^ ' 
appreciate the fact that the investment credit is not intendea as 
substitute for, but rather as a supplement to, depreciation 
reform. 
In today's atmosphere of concern over the adequacy of our 
rate of economic recovery, one thing is crystal clear: The 
uncertain (legislative! fate of the credit is beyond question 
exerting a negative influence on business spending — just 
at the time when an increase in plant and equipment expenditures 
is badly needed to keep our economy moving. There is no 
appropriate action readily available that would be more 
immediately helpful to the economy than prompt enactment of the 
tax credit, so that business (can) have a solid basis on which to 
plan for the future. / d^JLL^ In the slightly longer/term there is, of course, much that v 

can be done. And we fully intend to do it. There has been growing 
talk in recent weeks of the desirability of Income tax 
reductions as a stimulus to the economy. I, for one, am glad to 
hear such talk. To me^it portends a sympathetic reception to the * 
overall Income tax reform on which we have been working since • 
last year, and which was first promised by the President in his 
tax message a year ago last April. This tax reform program 
will be ready for Congressional action next January^and we plan 
to submit its general outlines before the close of the present 
session. It will not be a hasty, ill-considered reaction to the 
gyrations of the stock market. Rather, it will be a fundamental 
restructuring of our Income tax system, designed to promote the 
maximum^long-term economic growth. Ovefr the past year, I have frequently stated that the 
central element In this reform would be a proposal to readjust 
the rate structure of the Income tax. I had not thought It 
necessary to spell out the fact that readjustment necessarily 
meant readjustment downward. But In case there Is. any 
misunderstanding, let me make clear that this Is just what it 
means — a top-to-bottom reduction in the rates of Income tax. 
Naturally, any reduction will cost the Government revenue, and 
will bring with it the need to broaden the base of our tax 
structure so as to offset the reductions In whole or In part. 
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2 :ry other irdustrlallsed cour.tr:" in the free world provides 
special Incentives to Investment in one fora ;r another. 
can do no less If we are to compete successfully In the ::-:7: 
places of the world. ¥e must have both the 8 per cent investment 
credit which Is now before the Congress and the full benefits of 
our re' administrative reform if we are to natch cur foreign 
competitors. 
The same is true if we are to stimulate the increased 
investment we mast have to speed our rate of growth --an essential 
prerequisite to the solution of our number one problem of 

rploy~ent. Throughout the Fifties, the proportion of our 7 ? 
invested in plant and equipment steadily declined. It reaehei 
a new low point last year. At the same time, on? free wo-̂ ln ^ . ^ ^ 
eomoetitors have been Qncreasini^the proportion of their "g-7? 
going into plant and equipment. 3y last year. some of them were 

devoting twice as much of theirCIjt? to ne •: investnsent as pre E*ere j^^ 
and, it is important to note /over the years, some of them have 
grown twice as fast as we have.VJhie level of new^investi_ent§ •*_*-•*-*-
•frfeorofcro, appears to h&vo a direct correlation wlfelr̂ rates of 
growth^ "̂ e simply must increase our investment if we are to increase 
our rate of growth. 
The best and surest way to obtain more investment in new 
plant and equipment is to isrorove the profitability of such 
investment. And it was for Just this reason that we chose the 
investment credit to complement our administrative reform of 
depreciation practices. For the investment credit, through the 
operation of the simple concept of a return over and above original 
cost, is by far the most powerful stimulant to profits of any of 
several possible forms of investment incentive. For each dollar 
of revenue lost to the Ctovernment, it provides two to three 
times more stimulus to profits than any other practicable form of 
incentive. 
I am well aware that some in the business community have 
been cool to the idea of the investment credit. Th-?s Is difficult 
to understand since the combination of the credit and the 
forthcoming administrative reform will, for the first time in many 
years, put American industry on a comparable footing with its 
foreign competitors in the tax treatment of capital investment 
in machinery and equipment. 
What has been the basic reason behind business ODnosItlon? 

;lves,\we were frankly astonished to learn that the chief 
i of opposition was a widespread conviction that our 

I am convinced that it has been misunderstanding, plain and 
simple. In our talks and correspondence with business 
executii 
source 
Investment credit proposal was no more than a tactical trick 
designed to avoid the very reform of depreciation practices tha 
we were -forking so hard to bring about. Other businessmen thought 
that the irvesrr.ent credit was merely a temporary anti—recession 7 */ 
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Early last year, we determined to tackle this problem head on. 
We expedited the studies of the basic data that were already under
way so that we could receive the results by the end of 196l, rather 
than in mid-1962. And we started right from scratch in reexamining ^ 
each and every one of the assumptions on which the law had been 
administered for the past 25 years. As we went along, we were 
pleased — and a little surprised — to find that all, or practically 
all; of the controversy that has long characterized relations \ 
between business and government in the administration of depreciation 
could be eliminated by appropriate changes in our .approach. 
Accordingly, we are now preparlng^more flexible, anamore objective ̂  
means of measuring the reasonableness of depreciation charges , 
claimed by taxpayers. This will allow the,tazpayer^to exercise, 
judgment in selecting depreciable .lives^/based upon his own plan? 
for the future, rather than forcing him to rely primarily upon 
historical experience. It will void haggling over minutiae by 
looking to the reasonableness of the taxpayer's overall ftf^jL*+'*-.'+ 
depreciation, rather than to the depreciable life of each/separate ̂  
item. And it will prevent thetaxpayer1s judgment from being 
controverted except where, by^oojective test, it is clearly not 
reasonable. No longer will a change in revenue agents bring with 
it — as it so often does today — a reexamination of depreciation S 
practices. And industry will, for the first time, be certain that 
the law is being administered with identical results in every 
part of the United States. 
We have now reached the point where I can be sure that 
a final draft of the new provisions will be ready for publication 
by the end of this month, or early in July. At the same time that 
we publish our new procedures, we will also publish our revision of 
the Bulletin F schedule of depreciable lives, reducing to some f 
75 overall categories — only a few of, which will apply to any one 
business — the 5*000-odd itemsj^fesently carried in Bulletin F. ^ 
While we will have done our best to achieve truly realistic L^' 
guideline lives, we will always be prepared to meet with any 
industry which feels that the lives assigned to it are not 
reasonable and fair, and to make such further adjustments as may 
be mutually agreed. In this way, we intend to keep our guideline 
lives fully current with future developments, so that they may 
never again reach their present unrealistic status. 
All of this has required a tremendous effort by the Treasury. 
And I must say quite frankly that It is difficult for me to 
comprehend how an Administration which is on the verge of carrying 
to fruition such an enormous and important reform to help the 
business community can be labelledyanti-buslness." . 

But this is not all. It was clear from the very start of our efforts to assist business that more than realistic lives and improve* administration would be required If we were to meet foreign competition and stimulate the increased investment needed to spur our rate of economic growth. 
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./// e same story is told by the price of gold in the free market^ 
-*̂ -CP? London, where the gyrations of the fall of 1960 have given awa^to 
a relatively stable market at prices no higher and — more often 
than not — lower than the cost of buying gold in Hew York and trans
porting it overseas. All this is not surprising when we take account 
of the continuing improvement in our payments situation. In the 
first quarter of 1962, despite an increase of more than $500 million 
in our imports as compared to tho unusually depressed level that pre
vailed during the first quarter of 1961 — an increase that was the 
natural reflection of our economic recovery — our overall deficit 
turned out to be just a little more than $100 million larger than 
inthejsame quarter last year. Leaving imports aside, this means 
xhax^there was^solid improvement of about $400 million in all the K 
other eleme.its of our balance of payments. 

Preliminary indications for May which, mind you, would include 
any repatriation of foreign funds as a result of stock market sales, 
indicate that it will be the best month for our payments position 
since January, when the return of temporary^ year-end,window-dressing 
outflows brought approximate balance w our overall payments. So far 
this year, our overall deficit appears to be running at an annual 
rate of about $1.5 billion. This compares with last year's figure 
of $2.5 billion, and the $3.5 to $4 billion deficits that characterize 
the three preceding years. As I have often stated, v/e intend to work 
vigorously until the deficit is wholly eliminated — a result v/e hope 
to achieve by the end of next year. 

Another myth that has been current in business circles in recent 
months is the misconception that the Kennedy Administration is pur- • 
•_uTn̂ ) overall anti-business policieĵ . w In discussions of the recent < 
steel price episode, the fact that the full influence of the govern
ment had a few days before been successfully exerted to secure a 
norijj-nflationary wage settlement in steel is too often totally * 

i disregarded. Disregarded also are other efforts of the Administration 
to provide a better climate for economic growth — and thus, a better 
climate for business^j fasfiAA-*-^ ̂ 

I refer in particular to the major reform in the administration 
of depreciation for Federal tax purposes that is now nearing completioi 
Depreciation reform was.one of my earliest concerns upon entering 

/ the Treasury. I foundfxhat/clespite long-standing business complaints 
about inequities in the provisions for depreciation, little had been 
done to improve the situation. True, two basic studies had been 
initiated in the summer of I860, studies that were scheduled for 
completion two years later, in mid-1932. These studies bore primarily 
on the depreciable lives of business property. Nothing at all had 
been done on the equally important matter of reexamining the procedure! 
under which the guidelines for depreciable lives were being adminisV' •ffered. And it is these procedures, as much as the lives themselves, that have been responsible for the widespread sense of frustration a_o' businessmen in their dealing with the government on^depreciation probl< 
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V/e all know what that something was — the belief that inflation 

was just around the corner. Today, that belief has been pretty 
^ w e l l .fiispelledj And that is the basic reason behind the decline in 

stock prices over the past few months. 

y" fio*l #bw did stock market investors make such an error last year? 
Apparently, they abandoned reality in pursuit of a mirage that grew 
out of a myth. The mirage was imminent inflation. The myth was the 
belief that government deficits are inevitably accompanied by 

y/ inflation, no matter what the state of the economy/rt#y 6e.t 

The facts were far different and clear enough for those who 
wished to read them, but myth proved more powerful than reason. 
Demand inflation, the only kind of inflation in which budgetary policj 
plays an important role,is clearly related to the state of the wholê  

^^national economy, andj/is not governed by any single factor such as 
the federal budget. Only when budget, deficits combine with high *~" 
demand to put pressure on supply, do they bring demand inflation in 

pry. do tJ 
y'their v/ake. And last year this/j wasr far from the case. For our 

economy was just startin^Jo.nuJjL^put of recessionj^^T^re were large, 
'^•numbers of unemployed and^widespread under-utilizwr^ant capacity. 

The President and other members of the Administration consistently 
stated that they intended to devote their energies to maintaining j 
the stable price level so essential to our balance of payments. 1 

I, myself, repeatedly pointed out that while a substantial 
deficit was in prospect for fiscal 1962, it would not be inflationary 
because _pjL them excess jG3J_a£itoci_„ the^economy. The President^-^nayl 
(injTiinjljthe^ 
clear, as early as XasT July, thafJJne inte^ide^r^o^sllbmit a~Balance'd 
budget in January. But, despite this, the myth prevailed. The 
belief that any Federal deficit would be inflationary no matter what 
the state of the economy encouraged speculation and pushed stock 
prices to dizzy heights. A reaction was inevitable, once fact 
prevailed over fiction — as sooner or later it always does. I have heard it suggested that the decline in stock prices /ja$ 
somehow connected with a lack of confidence in financial circles 
abroad in the efforts we are making to right the imbalance in our 
international payments. If this were true, it would be serious 
indeed. Fortunately, the facts are completely to the contrary. 
There is one item in our balance of payments which is generally 
considered to closely reflect any flight of capital. This is 
the item known as "errors and omissions," which include^all items 
not otherwise recorded. Until 1960, this item had been a favor--. 
able one in our paymej_fcsbalance. __jji I9601 for the first timetfx&i* 
particular account^howed a substantial deflcT^which was continued 
in 1961. However/Tso far thiiTyear, this sensitive item has once ^ 
again returned to its former status as a plus in our overall payment! 
picture — a clear indication of growing, not lessened, confidence 
in the dollar. . 0LS (^JJUA^-
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of our economy — and despite the decline In common stock prices 
over recent months — we can look forward confidently to 
continued economic progress. This advance will further lower our 
still-Intolerable level of unemployment. It should also bring 
with it a rise in corporate profits. ^*^ 

Profits are essential to (the operation iJf] our free enterprise 
system. This fact is as fully recognized by those in government 
as by those in business, since government depends on profits for 
a large portion of its revenues. Even more important, government 
is well aware that the economic growth we all seek depends upon the 
ability of capital, as well as labor, to earn a fair return. 
The disappointing performance of the economy in the first 
quarter inevitably had its impact upon profits, which, on a 
seasonally adjusted basis, were apparently little changed from 
the fourth quarter of 1961. But with the economy picking up 
steam — as it has during this second quarter — corporate profits 
can be expected to increase with it. Despite the fact that over 
the post-war period the share of profits In the sales dollar has 
declined, there is general agreement among business forecasters 
that total pre-tax corporate profits for 1962 are breaking sharply 
out of the narrow range in which they have moved for the past 
three years j^) and will reach a new record high, well above y^ 
$50 billion. These larger profits clearly justify stock prices 
higher than would have been warranted by the level of earnings 
that has characterized the past three years. -

S 
With this in mind, let us look for a moment at the level of 

stock prices^ Based on Standard & Poor's averages, we find that 
in the four years 195^ through 1957* stocks as a whole sold at y 
an average of between 11.2 and Ik times earnings. In 195S^this ^ 
average moved up to between 16 and 17 times earnings,, and r 
remained there throughout 1959 and i960. Last year's bull market 
brought this ratio up to 21 times earnings for the year as a whole, 
and to about 23 times earnings at the high point toward the close 
of the year. The drop In the market over the past few months, t i* 
coupled with the increased earnings In prospect for 1962^brought _^ 
this ratio back to whereifls [npw)"f-,-,fbetween 15 and 16 times ^ 
earnings — slightly under the level that prevailed in the "58 to 
'60 period, but more than the level of earlier years. 
I would-be the last/t to try to pick an exact and appropriate 
level for the price-earnings ratio of common stocks. But one thing 
stands out clearly in any review of stock prices: the 1961 price 
rise cannot be credited solely to the prospects for improved 
earnings. The estimate of 1962 corporate profits contained In the 
January Federal Budget document — which many have criticized as fc*'v 

overly optimistic — forecast pre-tax profits of $56.5 billion. 
But stock averages last December were about 19 times even this 
level of prospective earnings. Clearly, something other than the 
profit outlook must have been involved in last year's bull market. 
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REMARKS BY THE HONORABLE DOUGLAS DILLON 
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AT THE ANNUAL DINNER OF THE NEW YORK 
FINANCIAL WRITERS ASSOCIATION, WALDORF ASTORIA HOTEL, 

NEW YORK CITY, MONDAY, JUNE 4, 1962 
9:00 P.M., EDT 

Two weeks ago, President Kennedy told a White House Economic 
Conference that we must distinguish between myth and reality in 
considering today's complex economic problems. Since an important 
element of your job as financial writers is to increase public 
understanding of economic complexities^! am most happy to have 
this opportunity to discuss some of them with you. 
A week ago today, we witnessed a phenomenon that should give 
us all pause* *¥*5^br, during the course of that day, all vestiges **" 
of reason were temporarily pushed aside, and panic took control of 
the great New York Stock Exchange -- touching off. repercussions in 
security markets throughout the world. ^- ^^rr^Ci^^j 

In considering why that happened, I think it would be helpful 
to review briefly the state of our economy and its relationship 
to stock market prices! » ^ ^ 

A* 
The current recovery started just 16 months ago#' is still

v ^ 
^oung7 nn4~kas—a—g^od way-tg—ge% After a mid-winter hesitation, 
the economy picked up steam in March and has been moving ahead 
rapidly ever since to record levels of production and income. 
The latest confirmation shows up In the May employment figures; ^ 
Nonjjagricultural employment rose beyond the usual seasonal *^ 
expectations by an Impressive 500,000 jobs. This means that 
businessmen across our country hired half a million more new 
employees in a single month than would normally be expected — 
a clear sign of continued economic expansion. Seasonally adjusted 
unemployment also declined — as did the overall rate of un
employment — but the major significance of the May figures lies 
in the sharp upward surge of new jobs. 
While the hesitation of the economy in the early months of 
this year has made the achievement of our 1963 Gre-s-s Na-tiona-jr r "r ' 
P**edt*e-t goal of $570 billion much more difficult, the rapid advance 
of recent months means that the possibility of success still remains 
We will,in any event, come close to our goal, for the basic 
ingredients of continued progress are all at hand. As one of our 
nation's leading industrialists, Mr. Henry Ford, so aptly pointed 
out last Friday, disposable income ̂ s $20 billion higher than a 
year ago. Installment debt is relatively low, credit is plentiful, 
and employment is rising. Because^ of the underlying health <§f?^/ 
D-503 
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Two weeks ago, President Kennedy told a White House Economic 
Conference that we must distinguish between myth and reality in 
considering today's complex economic problems. Since an Important 
element of your Job as financial writers is to Increase public 
understanding of economic complexities,I am most happy to have 
this opportunity to discuss some of them with you. 
A week ago today, we witnessed a phenomenon that should give 
us all pause. For, during the course of that day, all vestiges 
of reason were temporarily pushed aside, and panic took control of 
the great New York Stock Exchange — touching off similar 
repercussions in security markets throughout the world. 
In considering why that happened, I think It would be helpful 
to review briefly the state of our economy and its relationship 
to stock market prices. 
The current recovery started just 15 months ago. After 
a mid-winter hesitation, the economy picked up steam in March 
and has been moving ahead rapidly ever since to record levels 
of production and Income. The latest confirmation shows up in 
the May employment figures: Nonagricultural employment rose 
beyond the usual seasonal expectations by an impressive 
500,000 jobs. This means that businessmen across our country 
hired half a million more new employees in a single month than 
would normally be expected — a clear sign of continued economic 
expansion. Seasonally adjusted unemployment also declined as 
did the overall rate of unemployment — but the major significance 
of the May figures lies In the sharp upward surge of new 
jobs. 
While the hesitation of the economy in the early months of 
this year has made the achievement of our 1963 Gross National 
Product goal of $570 billion much more difficult, the rapid advance 
of recent months means that the possibility of success still remains. 
We will,in any event, come close to our goal, for the basic 
ingredients of continued progress are all at hand. As one of our 
nation's leading industrialists, Mr. Henry Ford, so aptly pointed 
out last Friday, disposable income today is $20 billion higher than a 
year ago, installment debt is relatively low, credit is plentiful, 
and employment is rising. Because of the underlying health 
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of our economy — and despite the decline in common stock prices 
over recent months — we can look forward confidently to 
continued economic progress. This advance will further lower our 
still-intolerable level of unemployment. It should also bring 
with it a rise in corporate profits. 
Profits are essential to our free enterprise. _____ 
system. This fact is as fully recognized by those in government 
as by those in business, since government depends on profits for 
a large portion of its revenues. Even more important, government 
is well aware that the economic growth we all seek depends upon the 
ability of capital, as well as labor, to earn a fair return. 
The disappointing performance of the economy In the first • 
quarter inevitably had its impact upon profits, which, on a 
seasonally adjusted basis, were apparently little changed from 
the fourth quarter of 1961. But with the economy picking up 
steam — as it has during this second quarter — corporate profits 
can be expected to Increase with it. Despite the fact that over 
the postwar period the share of profits in the sales dollar has 
declined, there is general agreement among business forecasters 
that total pre-tax corporate profits for 1962 are breaking sharply 
out of the narrow range in which they have moved for the past 
three years and will reach a new record high, well above 
$50 billion. These larger profits clearly justify stock prices 
higher than would have been warranted by the level of earnings 
that has characterized the past three years. 
With this in mind, let us look for a moment at the level of 
stock prices; Based on Standard & Poor's averages, we find that 
in the four years 1954 through 1957, stocks as a whole sold at 
an average of between 11.2 and Ik times earnings. In 1958,this 
average moved up to between 16 and 17 times earnings,and 
remained there throughout 1959 and i960. Last year's bull market 
brought this ratio up to 21 times earnings for the year as a whole, 
and to about 23 times earnings at the high point toward the close 
of the year. The drop in the market over the past few months, 
coupled with the increased earnings In prospect_for 1962,brought 
this ratio back to where it is today -- between 15 and 16 times 
earnings -- slightly under the level that prevailed in the '58 to 
'60 period, but more than the level of earlier years. 
I would certainly be the last one to try to pick an exact and 
appropriate level for the price-earnings ratio of common stocks. But 
one thing stands out clearly in any review of stock prices: the 1961 
price rise cannot be credited_solely to the prospects for improved 
earnings. The estimate of _9§2 corporate profits contained in the 
January Federal Budget document — which many have criticized as being 
overly optimistic — forecast pre-tax profits of $56.5 billion. 
But stock averages last December were about 19 times even this level of prospective earnings. Clearly, something other than the profit outlook must have been involved in last year's bull market. 
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We all know what that something was — the belief that inflation 
was just around the corner. Today, that belief has been pretty 
well dissipated. And that is the basic reason behind the decline in 
stock prices over the past few months. 

Now how did stock market investors make such an error_las^year_? 
Apparently, they abandoned reality in pursuit of a mirage that grew 
out of a myth. The mirage was imminent inflation. The myth was the 
belief that government deficits are inevitably accompanied by 
inflation, no matter what the state of the economy may be. 

The facts were far different and clear enough for those who 
wished to read them, but myth proved more powerful than reason. 
Demand inflation, the only kind of inflation in which budgetary policy 
plays an important role,is clearly related to the state of the whole 
national economy,and It/is not governed by any single factor such as 
the Federal budget. Only when budget deficits combine with high 
demand to put pressure on supply, do they bring demand inflation in 
their wake. Last year this^ of course was far from the case. For our 
economy was just starting to pull out of recessionT Tner"e~wer'e "Targe 
numbers of unemployed and there was a widespread under-utilization of 
plant capacity. The President and other members of the Administration 
consistently stated that they intended to devote their energies to 
maintaining the stable price level so essential to our balance of 
payments, 
I, myself, repeatedly pointed out that while a substantial 
deficit was in prospect for fiscal 1962, it would not be inflationary 
because of the excess capacity in the economy. The President made 
clear, as early as last July, that having in mind the sharp improvement 
in the economy forecast for 1962, he intended to submit a balanced 
budget in January. But, despite this, the myth prevailed. The 
belief that any Federal deficit would be inflationary no matter what 
the state of the economy encouraged speculation and pushed stock 
prices to dizzy heights. A reaction was inevitable, once fact 
prevailed over fiction — as sooner or later it always does. 
I have heard it suggested that the decline in stock prices might be 
somehow connected with a lack of confidence in financial circles 
abroad in the efforts we are making to right the imbalance in our 
international payments. If this were true, it would be serious 
indeed. Fortunately, the facts are completely to the contrary. 
There is one item in our balance of payments which is generally 
considered to closely reflect any flight of capital. This is 
the item known as "errors and omissions," which includes all items 
not otherwise recorded. Until 1960, this item_had J_een a_favor
able one In our payments balance. In i960, for the fIrst~time,~±t 
showed a substantial deficit in this particular account — a deficit 
which was continued in 1961. However, so far this year, this 
sensitive item has once again returned to its former status as a plus 
in our overall payments picture -- a clear indication of growing, not 
lessened, confidence in the dollar. 
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The same story is told by the price of gold in the free market 
in London, where the gyrations of the fall of 1960 have given way to 
a relatively stable market at prices no higher and — more often 
than not — lower than the cost of buying gold in New York and trans
porting it overseas. All this is not surprising when we take account 
of the continuing improvement in our payments situation. In the 
first quarter of 1962, despite an increase of more than $500 million 
in our imports as compared to the unusually depressed level that pre
vailed during the first quarter of 1961 — an increase that was the 
natural reflection of our economic recovery — our overall deficit 
turned out to be just a little more than $100 million larger than 
in the same quarter last year. Leaving imports aside, this means 
that there was a solid improvement of about $400 million in all the 
other elements of our balance of payments. 
Preliminary indications for May which, mind you, would include 
any repatriation of foreign funds as a result of stock market sales, 
indicate that it will be the best month for our payments position 
since January, when the return of temporary,year-end window-dressing 
outflows brought approximate balance in our overall payments. So far 
this year, our overall deficit appears to be running at an annual 
rate of about $1.5 billion. This compares with last year's figure 
of $2.5 billion, and the $3.5 to $4 billion deficits that characterized 
the three preceding years. As I have often stated, we intend to work 
vigorously until the deficit is wholly eliminated — a result we hope 
to achieve by the end of next year. 
Another myth that has been current in business circles in recent 
months is the misconception that the Kennedy Administration is purs
ing an overall anti-business policy. In discussions of the recent 
steel price episode, the fact that the full influence of the govern
ment had a few days before been successfully exerted to secure a 
non-inflationary wage settlement in steel is too often totally 
disregarded. Disregarded also are other efforts of the Administration 
to provide a better climate for economic growth — and thus, a better 
climate for business in general. 
I refer in particular to the major reform in the administration 
of depreciation for Federal tax purposes that is now nearing completion, 
Depreciation reform was one of my earliest cpncerns_upon__entering 
the Treasury. I found then,that despite long-standing business complaints 
about inequities in the provisions for depreciation, little had been 
done to improve the situation. True, two basic studies had been 
initiated in the summer of 1960, studies that were scheduled for 
completion two years later, in mid-1962. These studies bore primarily 
on the depreciable lives of business property. Nothing at all had 
been done on the equally important matter of reexamining the procedures 
under which the guidelines for depreciable lives were being adminis
tered. And it is these procedures, as much as the lives themselves, that have been responsible for the widespread sense of frustration among businessmen in their dealing with the government on the depreciation problems. 
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Early last year, we determined to tackle this problem head on. 
We expedited the studies of the basic data that were already under
way so that we could receive the results by the end of 196l, rather 
than In mid-196*2. And we started right from scratch in rer-examining 
each and every one of the assumptions on which the law had been 
administered for the past 25 years. As we went along, we were 
pleased — and a little surprised — to find that all, or practically 
all,of the controversy that has long characterized relations 
between business and government in the administration of depreciation 
could be eliminated by appropriate changes in our approach. 
Accordingly, we are now preparing new, more flexible, and more objective 
means of measuring the reasonableness of depreciation charges claimed 
by taxpayers. This will allow the taxpayer to exercise judgment in 
selecting depreciable lives, judgment based upon his own plans 
for the future, rather than forcing him to rely primarily upon 
historical experience. It will void haggling over minutiae by looking 
to the reasonableness of the taxpayer's overall depreciation, rather 
than to the depreciable life of each and every separate item. And 
it will prevent the taxpayer's judgment from being controverted 
except where, by an objective test,it is clearly not reasonable. 
No longer will a change in revenue agents bring with it — as it 
so often does today — a re-examination of depreciation practices. 
And industry will, for the first time, be certain that the law is 
being administered with identical results in every part of the 
United States. 
We have now reached the point where I can be sure that 
a final draft of the new provisions will be ready for publication 
by the end of this month, or early in July. At the same time that 
we publish our new procedures^ we will also publish our revision of 
the Bulletin F schedule of depreciable lives, reducing to some 
75 overall categories — only a few of which willapply to any one 
business — the 5,000-odd items that are presently carried in Bulletin F. 
While we will have done our best to achieve truly realistic 
guideline lives, we will always be prepared to meet with any 
industry which feels that the lives assigned to it are not 
reasonable and fair, and to make such further adjustments as may 
be mutually agreed. In this way, we intend to keep our guideline 
lives fully current with future developments, so that they may 
never again reach their present unrealistic status. 
All of this has required a tremendous effort by the Treasury. 
And I must say quite frankly that it is difficult for me to 
comprehend how an Administration which is on the verge of carrying 
to fruition such an enormous and important reform to help the 
business community can be labelled as "anti-business.'1 " 

But this is not all. It was clear from the very start of our efforts to assist business that more than realistic lives and Improved administration would be required if we were to meet foreign competition and stimulate the increased investment needed to spur our rate of economic growth. 
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First, as to foreign competition: It Is a hard fact that 
every other industrialized country in the free world provides 
special incentives to investment in one form or another. We 
can do no less if v/e are to compete successfully in the market 
places of the world. We must have both the 8 per cent investment 
credit which is now before the Congress and the full benefits of 
our new administrative reform if we are to match our foreign 
competitors. 
The same is true if we are to stimulate the increased 
investment we must have to speed our rate of growth --an essential 
prerequisite to the solution of our number one problem of 
unemployment. Throughout the Fifties, the proportion of our GNP 
invested in plant and equipment steadily declined. It reached 
a new low point last year. At the same time, our free world 
competitors have been raising" the proportion of their GNP 
going into plant and equipment. By last year, some of them were 
devoting twice as much of their GNP to new investment as were we --
and, it is important to note, that over the years, some of them have 
grown twice as fast as we have. Since the level of new investment 
has a direct correlation to rates of growth, we simply must 
increase our investment if we are to increase our rate of growth. 
The best and surest way to obtain more investment in new 
plant and equipment is to improve the profitability of such 
investment. And it was for just this reason that we chose the 
investment credit to complement our administrative reform of 
depreciation practices. For the investment credit, through the 
operation of the simple concept of a return over and above original 
cost, is by far the most powerful stimulant to profits of any of 
several possible forms of investment incentive. For each dollar 
of revenue lost to the Government, It provides two to three 
times more stimulus to profits than any other practicable form of 
Incentive. 
I am well aware that some in the business community have 
been cool to the idea of the investment credit. This is difficult 
to understand since the combination of the credit and the 
forthcoming administrative reform will, for the first time in many 
years, put American industry on a comparable footing with its 
foreign competitors in the tax treatment of capital investment 
in machinery and equipment. 
What has been the basic reason behind business opposition? 
I am convinced that it has been misunderstanding, plain and simple 
In our talks and correspondence with business executives, and we have 
talked to many of them, we were frankly astonished to learn that the 
chief source of opposition was a widespread conviction that our 
investment credit proposal was no more than a tactical trick 
designed to avoid the very reform of depreciation practices that we were working so hard to bring about. Other businessmen thought that the investment credit was merely a temporary anti-recession. 
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device and seemed not to hear our repeated assurances that the 
credit was designed as a permanent part of the tax structure. It 
was another case of the triumph of myth over reality. 

We have learned, however, that opposition to the credit 
is now far less widespread than one might believe from the positions 
taken by certain national business associations. Our correspondence 
and conversations clearly show that on this subject the position 
taken by these national organizations no longer accurately reflects 
the view of American business. For many businessmen have changed 
their opinion during the past year as they have come to understand 
our proposals better, and in particular as they have come to 
appreciate the fact that the investment credit is not intended as 
a substitute for, but rather as a supplement to, depreciation 
reform. 
In today's atmosphere of concern over the adequacy of our 
rate of economic recovery, one thing is crystal clear: The 
uncertain fate of the credit is beyond question exerting 
a negative influence on business spending — just at the time 
when an increase in plant and equipment expenditures is badly 
needed to keep our economy moving. There is no appropriate 
action readily available that would be more immediately helpful 
to the economy than prompt enactment of the tax credit, so 
that business could have a solid basis on which to plan for the 
future. 
In the slightly longer term there is, of course, much that 
can be done. And we fully intend to do it. There has been growing 
talk in recent weeks of the desirability of income tax 
reductions as a stimulus to the economy. I, for one, am glad to 
hear such talk. To me, it portends a sympathetic reception to the 
overall income tax reform on which we have been working since 
last year, and which was first promised by the President in his 
tax message a year ago last April. This tax reform program 
will be ready for Congressional action next January and we plan 
to submit its general outlines before the close of the present 
session. It will not be a hasty, ill-considered reaction to the 
gyrations of the stock market. Rather, it will be a fundamental 
restructuring__of our income tax s_ŷ tem̂  designed to promote the 
maximum of long-term economic growth. 
Over the past year, I have frequently stated that the 
central element in this reform would be a proposal to readjust 
the rate structure of the income tax. I had not thought it 
necessary to spell out the fact that readjustment necessarily 
meant readjustment downward. But in case there is any 
misunderstanding, let me make clear that this Is just what it 
means — a top-to-bottom reduction in the rates of income tax 
Naturally, any reduction will cost the Government revenue and will bring with it the need to broaden the base of our tax structure so as to offset the reductions In whole or in part 
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Contrary to some crystal ball reports I have read, there have 
been no decisions on any of the details. This applies both to 
the extent of possible rate reductions and to the form and extent 
of possible offsetting measures to broaden the income tax base. 
But one fact _is_ clear and„,that 1s /we have now been at work for 
nearly a year on a proposal for income tax reform — a proposal 
basically designed to stimulate the growth of our economy — a 
proposal that will be ready for action at the opening of the 
next session of the Congress. 
In conclusion, let me say that the confusion of myth and 
reality, of fact with fiction, when considering the complex economic 
problems of the day, is not in our national interest. The problems 
we face are not easy. Their solution requires the best efforts 
of all of us. We must not allow ourselves to be diverted from 
the difficult tasks at hand by polemics, emotion or prejudice, 
unsupported by facts. There is today a clear consensus as to our 
national objectives — a consensus that reaches from coast to 
coast and includes both political parties and all elements of our 
society. Those goals are full employment, rapid growth so that 
we may steadily improve our standard of living, and reasonable 
price stability. 
In the past four years, we have managed to attain just one of 
those goals — reasonable price stability. In 1958, the wholesale 
all-commodity price index of the Department of Labor averaged 100.4. 
Last week the same index read 100.2 — no change in four years. But 
we have not been so successful In achieving our other goals. We must 
continue vigorously to pursue full employment and rapid growth — 
without impairing the price stability that we have already achieved. 
Success will require not only proper government policies, but also 
public understanding and acceptance of these policies, as well as 
real effort on the part of all sectors of our society. We must 
concentrate our efforts on genuine problems, and not permit 
ourselves to be diverted by exaggerated fears or hobgoblins — be 
they imaginary inflation, such as that which preoccupied investors 
last year, or an imaginary anti-business campaign by the 
Administration such as I fear preoccupies too many businessmen 
today. 
As members of the Financial Writers Association of New York, 
you are contributing immensely to the much-needed understanding 
that is required before a truly national consensus becomes possible. 
I ask you to continue your efforts in the sure knowledge that you 
are performing a public service of major proportions. 

oOo 
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of others. The fact that you are receiving your commissions today 
is witness of our confidence in your ability to carry out the tasks 
demanded of you. 

And now gentlemen, as you take your oath as officers in the 
United States Coast Guard, you will take your place with the gener
ations of brave and dedicated men who have preceded you in the 
service. As you prepare to step into the future, you may be certain 
that you carry with you the prayers and good wishes of all Americans 
May all of you have long, happy and successful careers in the 
service. 
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sciences. As officers of the Coast Guard you will take part in this 
quest for better international understanding. You will be aided in 
your work by the high prestige which your service enjoys in many 
parts of the world. As an agency which offers its services to all 
who need them without regard to nationality, it speaks a language 
which is universally understood. 
Some of you will participate in international conferences 
where you will come into contact with representatives of foreign 
governments. Their opinion of the United States will be greatly 
influenced by the impressions you create. These meetings will affor 
you an excellent opportunity to promote friendly feeling for our 
country. 
In this quest for better international understanding, the Coast 
Guard has already won wide respect for its achievements in raising 
maritime safety standards throughout the world. Among its more 
recent accomplishments are the International Conference for the 
Safety of Life at Sea, held in London in 1960, under the auspices of 
the Intergovernmental Maritime Consultative Organization, (IMCO). 
Admiral Richmond, your former Commandant, headed the United States 
delegation to the Conference. Under his leadership, the American 
delegation contributed much to the success of the Conference. 
Another most important international aspect of the Coast Guard's 
work is its program for providing technical assistance to foreign 
countries. Since the end of World War II, the Coast Guard has been 
providing counsel and instruction to a steadily growing number of 
nations. Quietly and effectively, it has gone about its work of 
assisting new nations to establish organizations similar to your 
own. The program is global in scope and has done much to create 
good will for the United States. 
As a step towards solidifying friendly relations with our 
neighbors in South and Central America, the Coast Guard has recently 
initiated a cadet exchange program involving the naval academies 
of these countries. Governments invited to participate in the 
program include Argentina, Brazil, Colombia, Ecuador, Guatemala, 
Mexico, Peru, Uruguay, and Venezuela. This is in direct support 
of the "alliance for progress" which has been declared by our 
President as one of the cornerstones of United States foreign policy. 
Many other examples could be cited. But these are sufficient 
to demonstrate that your future careers will afford you frequent 
opportunity to work closely with men of many nations. In a very 
real sense, you will be helping to expand the frontier of human 
communication. 
The road you have chosen is not an easy one. It will demand 
leadership, character, integrity, and above all, an understanding 
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received to maintain a continuous fix on his own location, as well 
as on the movements of vessels in his vicinity. Since the cost of 
participating in RATAN involves no more than the price of an ordinar 
commercial TV receiver, the aid is well within the reach of the 
many millions of boatmen who annually throng our waterways. RATAN 
could provide an increasing margin of safety for both merchant 
vessels and pleasure craft. 
Probably no electronic aid has contributed more to maritime 
safety than the Coast Guard's LORAN or Long Range Aid to Navigation 
System. Useful both in peace and war, LORAN was developed shortly 
before United States entry into World War II. The Coast Guard had 
a major part in its development. At the war's close, the LORAN 
chain extended from Greenland to Tokyo. In the past year, the 
Coast Guard operated 69 stations in the Atlantic, Pacific, and Gulf 
of Mexico, as well as in areas outside the continental United States, 
Plans are now being made to extend LORAN coverage to other parts of 
the world. 
Within recent years, the Coast Guard has developed an improved 
LORAN system known as LORAN-C. This new aid enables mariners to 
obtain more precise position "fixes" than is possible with the older 
equipment. It also offers the most accurate time measurement factor 
which has yet been evolved. This could be of immense value in many 
areas of scientific research. 
It should also be mentioned here that operation of these 
stations is of considerable importance in the posture of our national 
security. I have visited several of these lonely and solitary statio 
in remote parts of the world. The importance of the jobs performed 
by the small group of men at these frontier posts never ceases to 
impress me. Here in a small crucible is exhibited, in my opinion, 
the essential and true character of the men there stationed. Day 
follows day with only the seemingly routine job of manning the 
electronic equipment to occupy the time. And yet, despite omni
present ennui and loneliness, the officers and men have all displayed 
remarkable alertness, resourcefulness and cheerfulness in the very 
highest tradition of your Service. One cannot help but feel that in 
these isolated bases, the remorseless demands on our democracy for 
vigilance and service is met in one of its most critical forms. 
These human qualities I have just described are certainly as impor
tant in the success and survival of our country as any scientific 
achievement. 
Indeed, scientific achievement, however brilliant, is futile if 
it is not accompanied by corresponding gains towards increased under
standing among nations. Somehow we must find a way to reach the mind 
and hearts of men. We must make clear to the world that we are on the side of all those who aspire to a better life. Unfortunately, progress in this area has not been as spectacular as in the physical 
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transoceanic travel. Its efforts in this area are not restricted to 
marine transportation, but extend also to the vast ocean of the 
air. As part of this program, it is now cooperating with the Federal 
Aviation Agency and private industry in a project which offers 
exciting possibilities for the future of air travel. Objective of 
the study is to determine whether the proposed system is sufficiently 
accurate to permit assignment of smaller air blocks to trans
oceanic planes so as to lessen air congestion. If successful, 
it could upen new frontiers in air navigation. Known as "Project 
Accordion", the study will feature a new navigation system for 
trans-Atlantic jetliners, utilizing the recently developed Doppler 
radar. 
Atomic energy is now being employed by the Coast Guard in its 
quest for better navigation aids. In December 1961, the Coast Guard 
boosted man's hopes for peaceful employment of the atom when it 
launched the world's first atomic buoy in the waters of Curtis 
Bay, Maryland. Powered by a strontium-90 fueled thermoelectric 
system, the established 10-year life of the power system will permit 
remote aids to operate for long periods without recharging. This 
will greatly simplify the maintenance of the many remote lights, 
lighthouses, buoys, and beacons operated by the Coast Guard. 
The Coast Guard's peaceful use of the atom has not been confined 
to the development of a revolutionary new navigation aid. For the 
past several years, it has been closely associated with the planning, 
construction, and testing of the world's first nuclear merchant 
ship, the SAVANNAH. In recognition of the Coast Guard's long-standing 
concern with maritime safety, it has been charged with the responsi
bility for developing safety standards for the nuclear plant of this 
new giant of the ocean. Coast Guard representatives are now serving 
on a Joint Inter-Agency Committee, consisting of members of the 
Atomic Energy Commission, Maritime Administration, and Public Health 
Service. Under the direction of the Coast Guard, the SAVANNAH is 
now undergoing a series of shake-down cruises to determine its 
seaworthiness. It is quite possible that the members of this class 
will one day direct the operation of an atom-powered Coast Guard 
fleet. 
Within recent months, the Coast Guard has put into experimental 
operation a new electronic navigation aid know as RATAN which 
stands for Radar and Television Aid to Navigation. In developing 
RATAN, Coast Guard electronic engineers have made the first appli
cation of recognized radar and television principles to the solution 
of navigational problems in heavily traveled waters. Under the 
new system, a radar image is projected by a high-definition, 
shore-based radar. This picture is then transmitted by ultra high 
frequency signals for television reception aboard vessels. Utilizing 
an ordinary TV receiver, a mariner may interpret the picutre 
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been alarmingly slow. Many regions of the oceans are less well 
known than the lunar surface. Certainly on the practical side the 
problems to be solved are as urgent as those of space. One example 
should suffice to illustrate my point — and that is the importance 
of underwater defense. In this connection it focuses attention on 
the employment of the submarine in a strictly defensive role. Its 
mission as an offensive weapon is, of course, well proven. But in 
addressing oneself to the problems in this area, one becomes aware 
of the fact that it is difficult under most circumstances to detertni 
the position of a submarine. Because of the existence of "sound 
layers" beneath the surface of the ocean, every submarine can lurk 
undetected. This presents a problem of profound gravity. Probably 
the only solution to the problem lies in greater research and 
knowledge in the field of oceanography. Since these sound layers 
are determined by a complex of water temperature, salinity and 
pressure, the part played by the Coast Guard in its research and 
findings will be of great importance. The peculiar knowledge, 
experience and ability manifested by the Coast Guard in these fields 
make its position vital and tremendously important. 
By way of further example, it is to be lamented that there 
has been such slow progress in the matter of mapping the contours 
of the ocean's floors. There is cause for concern in the knowledge 
that other unfriendly powers have been assiduously engaged in these 
efforts for some time. The results of such efforts will be of 
tremendous advantage in solving the underwater navigational problems 
of submarines. Again the Coast Guard can make a substantial contri
bution here. 
In October of this year, the Coast Guard's work in oceanography 
received world prominence when President Kennedy signed legislation 
authorizing the Service to continue and intensify its research. 
The new authority amounts to a vote of confidence by the American 
people in the ability of the Coast Guard to carry out the new 
program. 
For the Coast Guard, the practical effect of the new legislatioi 
will be to expand greatly the range and effectiveness of its 
oceanographic work. Undoubtedly, many of you in the course of your 
service careers will participate in the program. 
Although oceanography is a frontier of prodigious interest and 
import to the nation and to the Coast Guard, it represents but one 
relatively new area in which your Service can make a significant 
contribution. In carrying out its traditional responsibility for 
maintaining an effective aids to navigation system, the Coast Guard 
has recently made important progress in furthering the safety of 
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It is an exciting prospect which lies before you. At no time 
in the history of the world has mankind demonstrated a more 
insatiable curiosity about every aspect of his environment. This 
curiosity extends from the farthest reaches of outer space to the 
core of the earth. Everywhere there is a sense of adventure and 
discovery. We stand upon the threshold of discoveries which hold 
enormous promise for all humanity. 
But this new world of the future is not to be ours merely for 
the asking. Its attainment will require dedication, sacrifice 
and hard work on the part of all of us. The United States as the 
foremost champion of democracy must demonstrate to the world what 
can be accomplished by free men in a free society. In this struggle 
for technological supremacy, we are faced with a ruthless and 
determined adversary. The stakes involved are enormous — nothing 
less than national survival. Failure would set back the cause of 
freedom for generations. 
As officers of the Coast Guard you will be in the vanguard of 
this great adventure to expand the frontiers of human knowledge. 
The service you are entering is ideally suited to do its part. Its 
widely varied functions both as an Armed Force and as a maritime 
safety agency have given it a versatility unmatched by any other 
service. Behind its efforts are generations of scientific and 
technical experience in the marine sciences and related fields. 
Adaptation to change is its very lifeblood. Despite its more than 
172 years of existence, it has retained a youthful and enterprising 
spirit. Always it has shown a resourcefulness and capacity to 
assimilate and turn the latest scientific advances to its own needs. 
No qualities could be more valuable in the restless, dynamic world 
of today. 
Nowhere has this intellectual curiosity been more strikingly 
demonstrated than in the increasingly important science of oceano
graphy with which the Coast Guard has long been associated. With 
the growing realization that the key to man's future may well lie 
in the depths of the ocean, the Coast Guard's work in this area takes 
on special significance. 
The scope of the role of the Coast Guard in this area is still 
undetermined, but there lies the high expectation that it will 
become increasingly more important. Indeed, there are many voices 
of consequence that conceive the Coast Guard as the organization 
that should be given primary leadership. I am confident7that ifthis 
should come to pass the leadership wi11 be in willing and_capable 
handsTT 
Although progress is moving in this field at long last, 
nevertheless relative to the areas of scientific endeavors, it has 
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FOR RELEASE ON DELIVERY 

ADDRESS BY THE HONORABLE JAMES A. REED 
ASSISTANT SECRETARY OF THE TREASURY 

AT THE SEVENTY-FIFTH COMMENCEMENT EXCERCISES OF THE UNITED 
STATES COAST GUARD ACADEMY, NEW LONDON, CONNECTICUT, 

WEDNESDAY, JUNE 6, 1962, 11:00 A.M., EDT 

Admiral Evans, members of the class of 1962, distinguished 
guests, ladies and gentlemen: 

I am greatly honored to have this opportunity to address the 
graduating class of the Coast Guard Academy. In a short time you 
will receive your Bachelor of Science degrees and your commissions 
as officers of the Coast Guard. So, gentlemen, I congratulate you 
upon your successful completion of a difficult and stern educa
tional experience. 
You have made an excellent beginning in your chosen career. 
Still, it is well to remember that commencements are, after all, 
only beginnings. They do not represent final achievement. All 
that has happened is prologue to the great events to follow. Make 
no mistake about it. The world in which you will soon take your 
part has never offered greater challenge or opportunity to young 
men. But every challenge and opportunity begets its arch foes: 
ignorance, fear, indeciveness, and complacency. There are no 
guide posts to achievement other than the man himself having the 
qualities of perseverence, courage, and resolution. So will you 
respond or be motivated, as you find yourself today and in the 
future poised on the threshold of an exciting new adventure. In
deed, it is almost commonplace to observe that especially in the 
world of science and technology the world is moving so fast that 
what is mistaken for a truth today may be, and often is, tomorrow's 
fallacy. 
This, then, is the message I would like to try to bring to 
you today — the opportunity and need of the Coast Guard to hasten, 
follow and explore the beckoning of uncharted areas, or the new 
frontier as this Administration has described it. In suggesting 
these stimulating and exciting prospects, by no means do I intend 
to underrate the traditional and essential duties and obligations 
of the Coast Guard. These remain even more important than ever 
before because of the increase in activity in nearly every such 
area. Rather, I am asserting that over and above those basic tasks 
lie vistas that should stimulate and stir the imagination of each 
one of you as you contemplate the years ahead of service to country 
and Coast Guard. But it should be said, though unnecessary, that 
important as these new prospects are, they should not beguile you into precipitate or imprudent action. 

D-504 
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It is an exciting prospect which lies before you. At no time 
in the history of the world has mankind demonstrated a more 
insatiable curiosity about every aspect of his environment. This 
curiosity extends from the farthest reaches of outer space to the 
core of the earth. Everywhere there is a sense of adventure and 
discovery. We stand upon the threshold of discoveries which hold 
enormous promise for all humanity. 
But this new world of the future is not to be ours merely for 
the asking. Its attainment will require dedication, sacrifice 
and hard work on the part of all of us. The United States as the 
foremost champion of democracy must demonstrate to the world what 
can be accomplished by free men in a free society. In this struggle 
for technological supremacy, we are faced with a ruthless and 
determined adversary. The stakes involved are enormous — nothing 
less than national survival. Failure would set back the cause of 
freedom for generations. 
As officers of the Coast Guard you will be in the vanguard of 
this great adventure to expand the frontiers of human knowledge. 
The service you are entering is ideally suited to do its part. Its 
widely varied functions both as an Armed Force and as a maritime 
safety agency have given it a versatility unmatched by any other 
service. Behind its efforts are generations of scientific and 
technical experience in the marine sciences and related fields. 
Adaptation to change is its very lifeblood. Despite its more than 
172 years of existence, it has retained a youthful and enterprising 
spirit. Always it has shown a resourcefulness and capacity to 
assimilate and turn the latest scientific advances to its own needs. 
No qualities could be more valuable in the restless, dynamic world 
of today. 
Nowhere has this intellectual curiosity been more strikingly 
demonstrated than in the increasingly important science of oceano
graphy with which the Coast Guard has long been associated. With 
the growing realization that the key to man's future may well lie 
in the depths of the ocean, the Coast Guard's work in this area takes 
on special significance. 
The scope of the role of the Coast Guard in this area is still 
undetermined, but there lies the high expectation that it will 
become increasingly more important. Indeed, there are many voices 
of consequence that conceive the Coast Guard as the organization 
that should be given primary leadership. I am confident that if this 
should come to pass the leadership will be in willing and capable 
hands. 
Although progress is moving in this field at long last, 
nevertheless relative to the areas of scientific endeavors, it has 



been alarmingly slow. Many regions of the oceans are less well 
known than the lunar surface. Certainly on the practical side the 
problems to be solved are as urgent as those of space. One example 
should suffice to illustrate my point — and that is the importance 
of underwater defense. In this connection it focuses attention on 
the employment of the submarine in a strictly defensive role. Its 
mission as an offensive weapon is, of course, well proven. But in 
addressing oneself to the problems in this area, one becomes aware 
of the fact that it is difficult under most circumstances to determine 
the position of a submarine. Because of the existence of "sound 
layers" beneath the surface of the ocean, every submarine can lurk 
undetected. This presents a problem of profound gravity. Probably 
the only solution to the problem lies in greater research and 
knowledge in the field of oceanography. Since these sound layers 
are determined by a complex of water temperature, salinity and 
pressure, the part played by the Coast Guard in its research and 
findings will be of great importance. The peculiar knowledge, 
experience and ability manifested by the Coast Guard in these fields 
make its position vital and tremendously important. 
By way of further example, it is to be lamented that there 
has been such slow progress in the matter of mapping the contours 
of the ocean's floors. There is cause for concern in the knowledge 
that other unfriendly powers have been assiduously engaged in these 
efforts for some time. The results of such efforts will be of 
tremendous advantage in solving the underwater navigational problems 
of submarines. Again the Coast Guard can make a substantial contri
bution here. 
In October of this year, the Coast Guard's work in oceanography 
received world prominence when President Kennedy signed legislation 
authorizing the Service to continue and intensify its research. 
The new authority amounts to a vote of confidence by the American 
people in the ability of the Coast Guard to carry out the new 
program. 
For the Coast Guard, the practical effect of the new legislation 
will be to expand greatly the range and effectiveness of its 
oceanographic work. Undoubtedly, many of you in the course of your 
service careers will participate in the program. 
Although oceanography is a frontier of prodigious interest and 
import to the nation and to the Coast Guard, it represents but one 
relatively new area in which your Service can make a significant 
contribution. In carrying out its traditional responsibility for 
maintaining an effective aids to navigation system, the Coast Guard 
has recently made important progress in furthering the safety of 
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transoceanic travel. Its efforts in this area are not restricted to 
marine transportation, but extend also to the vast ocean of the 
air. As part of this program, it is now cooperating with the Federal 
Aviation Agency and private industry in a project which offers 
exciting possibilities for the future of air travel. Objective of 
the study is to determine whether the proposed system is sufficiently 
accurate to permit assignment of smaller air blocks to trans
oceanic planes so as to lessen air congestion. If successful, 
it could upen new frontiers in air navigation. Known as "Project 
Accordion", the study will feature a new navigation system for 
trans-Atlantic jetliners, utilizing the recently developed Doppler 
radar. 
Atonrlc energy is now being employed by the Coast Guard in its 
quest for better navigation aids. In December 1961, the Coast Guard 
boosted man's hopes for peaceful employment of the atom when it 
launched the world's first atomic buoy in the waters of Curtis 
Bay, Maryland. Powered by a strontium-90 fueled thermoelectric 
system, the established 10-year life of the power system will permit 
remote aids to operate for long periods without recharging. This 
will greatly simplify the maintenance of the many remote lights, 
lighthouses, buoys, and beacons operated by the Coast Guard. 
The Coast Guard's peaceful use of the atom has not been confined 
to the development of a revolutionary new navigation aid. For the 
past several years, it has been closely associated with the planning, 
construction, and testing of the world's first nuclear merchant 
ship, the SAVANNAH. In recognition of the Coast Guard's long-standing 
concern with maritime safety, it has been charged with the responsi
bility for developing safety standards for the nuclear plant of this 
new giant of the ocean. Coast Guard representatives are now serving 
on a Joint Inter-Agency Committee, consisting of members of the 
Atomic Energy Commission, Maritime Administration, and Public Health 
Service. Under the direction of the Coast Guard, the SAVANNAH is 
now undergoing a series of shake-down cruises to determine its 
seaworthiness. It is quite possible that the members of this class 
will one day direct the operation of an atom-powered Coast Guard 
fleet. 
Within recent months, the Coast Guard has put into experimental 
operation a new electronic navigation aid know as RATAN which 
stands for Radar and Television Aid to Navigation. In developing 
RATAN, Coast Guard electronic engineers have made the first appli
cation of recognised radar and television principles to the solution 
of navigational problems in heavily traveled waters. Under the 
new system, a radar image is projected by a high-definition, 
shore-based radar. This picture is then transmitted by ultra high 
frequency signals for television reception aboard vessels. Utilizing an ordinary TV receiver, a mariner may interpret the picutre 



990 
O _. v_--

- 5 -

received to maintain a continuous fix on his own location, as well 
as on the movements of vessels in his vicinity. Since the cost of 
participating in RATAN involves no more than the price of an ordinary 
commercial TV receiver, the aid is well within the reach of the 
many millions of boatmen who annually throng our waterways. RATAN 
could provide an increasing margin of safety for both merchant 
vessels and pleasure craft. 
Probably no electronic aid has contributed more to maritime 
safety than the Coast Guard's LORAN or Long Range Aid to Navigation 
System. Useful both in peace and war, LORAN was developed shortly 
before United States entry into World War II. The Coast Guard had 
a major part in its development. At the war's close, the LORAN 
chain extended from Greenland to Tokyo. In the past year, the 
Coast Guard operated 69 stations in the Atlantic, Pacific, and Gulf 
of Mexico, as well as in areas outside the continental United States. 
Plans are now being made to extend LORAN coverage to other parts of 
the world. 
Within recent years, the Coast Guard has developed an improved 
LORAN system known as LORAN-C. This new aid enables mariners to 
obtain more precise position "fixes" than is possible with the older 
equipment. It also offers the most accurate time measurement factor 
which has yet been evolved. This could be of immense value in many 
areas of scientific research. 
It should also be mentioned here that operation of these 
stations is of considerable importance in the posture of our national 
security. I have visited several of these lonely and solitary stations 
in remote parts of the world. The importance of the jobs performed 
by the small group of men at these frontier posts never ceases to 
impress me. Here in a small crucible is exhibited, in my opinion, 
the essential and true character of the men there stationed. Day 
follows day with only the seemingly routine job of manning the 
electronic equipment to occupy the time. And yet, despite omni
present ennui and loneliness, the officers and men have all displayed 
remarkable alertness, resourcefulness and cheerfulness in the very 
highest tradition of your Service. One cannot help but feel that in 
these isolated bases, the remorseless demands on our democracy for 
vigilance and service is met in one of its most critical forms. 
These human qualities I have just described are certainly as impor
tant in the success and survival of our country as any scientific 
achievement. 
Indeed, scientific achievement, however brilliant, is futile if 
it is not accompanied by corresponding gains towards increased under
standing among nations. Somehow we must find a way to reach the minds 
and hearts of men. We must make clear to the world that we are on 
the side of all those who aspire to a better life. Unfortunately, progress in this area has not been as spectacular as in the physical 
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sciences. As officers of the Coast Guard you will take part in this 
quest for better international understanding. You will be aided in 
your work by the high prestige which your service enjoys in many 
parts of the world. As an agency which offers its services to all 
who need them without regard to nationality, it speaks a language 
which is universally understood. 
Some of you will participate in international conferences 
where you will come into contact with representatives of foreign 
governments. Their opinion of the United States will be greatly 
influenced by the impressions you create. These meetings will afford 
you an excellent opportunity to promote friendly feeling for our 
country. 
In this quest for better international understanding, the Coast 
Guard has already won wide respect for its achievements in raising 
maritime safety standards throughout the world. Among its more 
recent accomplishments are the International Conference for the 
Safety of Life at Sea, held in London in 1960, under the auspices of 
the Intergovernmental Maritime Consultative Organization, (IMCO). 
Admiral Richmond, your former Commandant, headed the United States 
delegation to the Conference. Under his leadership, the American 
delegation contributed much to the success of the Conference. 
Another most important international aspect of the Coast Guard*s 
work is its program for providing technical assistance to foreign 
countries. Since the end of World War II, the Coast Guard has been 
providing counsel and instruction to a steadily growing number of 
nations. Quietly and effectively, it has gone about its work of 
assisting new nations to establish organizations similar to your 
own. The program is global in scope and has done much to create 
good will for the United States. 
As a step towards solidifying friendly relations with our 
neighbors in South and Central America, the Coast Guard has recently 
initiated a cadet exchange program involving the naval academies 
of these countries. Governments invited to participate in the 
program include Argentina, Brazil, Colombia, Ecuador, Guatemala, 
Mexico, Peru, Uruguay, and Venezuela. This is in direct support 
of the "alliance for progress" which has been declared by our 
President as one of the cornerstones of United States foreign policy. 
Many other examples could be cited. But these are sufficient 
to demonstrate that your future careers will afford you frequent 
opportunity to work closely with men of many nations. In a very 
real sense, you will be helping to expand the frontier of human 
communication. 
The road you have chosen is not an easy one. It will demand 
leadership, character, integrity, and above all, an understanding 
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of others. The fact that you are receiving your commissions today 
is witness of our confidence in your ability to carry out the tasks 
demanded of you. 

And now gentlemen, as you take your oath as officers in the 
United States Coast Guard, you will take your place with the gener
ations of brave and dedicated men who have preceded you in the 
service. As you prepare to step into the future, you may be certain 
that you carry with you the prayers and good wishes of all Americans. 
May all of you have long, happy and successful careers in the 
service. 



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 biHs, 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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 (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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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 stay 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. 

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 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 bills dated llareh 15, 1962 , ( 91 days remain-

_£_&£ $aa$ 
ing until maturity date on September 13, 1962 ) and noncompetitive tenders for 

^_©5c 
$ 1C0, OOP 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 ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be rr«vle or completed at the Federal Reserve 

Banks on June 14, 1962 , in cash or other Immediately available funds or 

in a like face amount of Treasury bills __tturing June 14, 1962 . Cash 
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TREASURY DEPARTMEIT ^ *~ 

Washington 

FOR IMMEDIATE RELEASE June 6, 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 $2,000,000,000 , or thereabouts, for 
3CpEJx 

cash and in exchange for Treasury bills maturing June 14, 1962 , in the amount 

of $ 1,801,805,000 , as follows: 

91 -day bills (to maturity date) to be issued June 14, 1962 , 

in the amount of $ 1,500.000,000 , or thereabouts, represent-

ing an additional amount of bills dated March 15, 1962 , 

Pi 
and to mature September 15, 1962 , originally issued In the 

amount of $ 600,291,000 , the additional and original bills 

to be freely interchangeable. 

182 -day bills, for $ 700,000,000 , or thereabouts, to be dated 

£±_$ (T_l 
June 14, 1962 , and to mature December 15, 1962 

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

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., Eastern/gtaiaaaru time, Monday, June 11, 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 

1 • ' '/) ^ 
/— .J 6A, 3 
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FOR IMMEDIATE RELEASE 

WASHINGTON, D.C. 

, June 6, 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 
$ 2,000,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing June 14, 1962, in the amount of 
$1,801,805,000, as follows: 
91-day bills (to maturity date) to be issued June 14, 1962, 
in the amount of $1,300,000,000, or thereabouts, representing an 
additional amount of bills dated March 15, 1962, and to 
mature September 13,1962, originally issued in the amount of 
$600,291,000, the additional and original bills to be freely 
interchangeable. 
182-day bills, for $700,000,000, or thereabouts, to be dated 
June 14, 1962, and to mature December 13,,1962. 
The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They 
will be Issued in bearer form only, and in denominations of $1,000, 
$5,000, $10,000, $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 Daylight Saving 
time, Monday, June 11, 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 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. * auMt 
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
March 15, 19o2, (91-days remaining until maturity date on 
September 13, 1962Jand noncompetitive tenders for $100,000 
or less for the 182-day bills without stated price from any one 
bidder will be accepted in full at the average price (in three 
decimals) of accepted competitive bids for the respective issues. 
Settlement for accepted tenders in accordance with the bids must be 
made or completed at the Federal Reserve Banks on June 14, 1962, 
in cash or other immediately available funds or in a like face 
amount of Treasury bills maturing June 14, 1962. Cash and 
exchange tenders will receive equal treatment. Cash adjustments 
will be made for differences between the par value of maturing 
bills accepted in exchange and the issue price of the new bills. 
The income derived from Treasury bills, whether interest or 
gain from the sale or other disposition of the bills, does not have 
any exemption, as such, and loss from the sale or other disposition 
of Treasury bills does not have any special treatment, as such, 
under the Internal Revenue Code of 195^. The bills are subject to 
estate, inheritance, gift or other excise taxes, whether Federal or 
State, biit are exempt from all taxation now or hereafter imposed on 
the principal or interest thereof by any State, or any of the 
possessions of the United States, or by any local taxing authority. 
For purposes of taxation the amount of discount at which Treasury 
bills are originally sold by the United States is considered to be 
interest. Under Sections k$k (b) and 1221 (5) of the Internal 
Revenue Code of 195^ the amount of discount at which bills issued 
hereunder are sold is not considered to accrue until such bills are 
sold, redeemed or otherwise disposed of, and such bills are excluded 
from consideration as capital assets. Accordingly, the owner of 
Treasury bills (other than life insurance companies) issued 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. 4l8 (current, revision) and this 
notice prescribe the terms of -the Treasury bills and govern the conditions of their issue. Copies of the circular may be obtained froi any Federal Reserve Bank or Branch. 

0O0 
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mitm SfATES A W AtttHXHA SXGSS 
$30,000,000 taSBAIISl A G R E E D ! 

.iouslas 0ill^a, Secretary of the Tree-mry, aad 

AUmna, th# appointed Ambassador o? Argentina, today signed 

m $50,000,000 ftac_M&*» A&rtt^nt bctweeai tlie UaXUd states 

The agreement, ^bieh replaces jmm-^^em^mmmm€] imnt m mXmilar 

m$4$m& ia ^c^ai>ert 1961, i# designed to assist Argentina 

ia it- ctiiitiatiijig efforts to pwmmm ecotiowutc stabiixty and 

freedom in its trade aad m-mhmm^m mym&m* Exchange orations 

on tlie part of Hit Argentina authorities wtXX be fee the 

MF^W*—•t w*TBr^B»^9 ^_TJJ*— **^wwiwwwwt%p^w^MMw^w**fl^^^ *®—*i* "—»P-_v^P^B^^S* am3f wvmymfi^s^^^S^m^^ ^awmm^m^mm^Bkmm^^Emsi ^—*iy swwwpBPw ^-

Under tiws Treasury Exchange Agre^aaseut, Arrets tin* may 

request the Unifc«# Statta tmhmm Sea-dlitttito Fymi to |ptge~ 

%**fwiwi* 'jF^wfcj^Bfw***^*—*^s>^^ JEf*wfc'•>#'—'_v* -wmmmijf wm^awawair'mw aa^mmtmmmf^mmttw$*mm} m$*^t m*mamm* ^^WM&Hp^Ww wMfciflaw'^M^ 

Treasury n^tild sub&e<$u«*itly be r_purch&_*<£ by Argefctlaa 

with dollars. 

On *ta3® 6, X9$Z» the lutmmmtimml noiwtary Fund 

entered uito a #&a»*l**irr agreement with Argentine in £h* 

-mu&t of $100 miilioa So assist th* Argentine 

In continuing its mtmbiXlmmttmm efforts. 



TREASURY DEPARTMENT 

WASHINGTON. D.C. 

June 7, 1962 

FOR IMMEDIATE REIEASE 

UNITED STATES AND ARGENTINA SIGN 
$50,000,000 EXCHANGE AGREEMENT* 

Douglas Dillon, Secretary of the Treasury, and 

Roberto Alemann, the appointed Ambassador of Argentina, today 

signed a $50,000,000 Exchange Agreement between the United 

States Treasury and the Government and Central Bank of 

Argentina. 

The agreement, which replaces one for a similar amount 

signed In December, 196l> is designed to assist Argentina 

in its continuing efforts to promote economic stability and 

freedom in its trade and exchange system. Exchange operations 

on the part of the Argentine authorities will be for the 

purpose of maintaining an orderly foreign exchange system. 

Under the Treasury Exchange Agreement, Argentina may 

request the United States Exchange Stabilization Fund to • 

purchase Argentine pesos. Any pesos acquired by the United 

States Treasury, would subsequently be repurchased by Argentina 

with dollars. 

On June 6, 1962, the International Monetary Fund entered 

into a stand-by agreement with Argentina in the amount of 

$100 million to assist the Argentine Government in continuing 

its stabilization efforts. 
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STATEMENT BY THE HONORABLE ROBERT V. ROOSA 
UNDER SECRETARY OP THE TREASURY FOR MONETARY AFFAIRS 

BEFORE THE 
SUBCOMMITTEE ON MINERALS, MATERIALS AND FUELS 

OF THE SENATE INTERIOR AND INSULAR AFFAIRS COMMITTEE 
ON S. J. RES, kk 

A JOINT RESOLUTION TO ENCOURAGE THE DISCOVERY, 
DEVELOPMENT, AND PRODUCTION OF DOMESTIC GOLD 

FRIDAY, JUNE 8, I962 - 10:00 AM •> 

Mr* Chairman and Members of the Subcommittee, I appreciate this 

opportunity to discuss with you the important subject of gold and its 

relation to the proposed Senate Joint Resolution kk. 

On March 15, this Subcommittee heard a number of industry and 

other non-governmental witnesses on S. J. Res. kk, a resolution to 

encourage the discovery, development and production of domestic gold. 

Senator Carroll, the Chairman of the Subcommittee., has thoughtfully 

supplied the Treasury Department with a copy of the record of these 

hearings, which has been carefully studied by the Treasury's Office of 

Domestic Gold and Silver Operations and by other Treasury officials. 

It is my understanding that S. J. Res. kk would authorize the 

Secretary of the Interior, under rules and regulations prescribed by 

him, to make incentive payments to producers of gold mined in the 

United States, its territorial possessions or the Coramonwealth of 

Puerto Rico. The amount of any such payment would be determined by 

the Secretary of the Interior, but would not in any case exceed $35 

an ounce. Any such amount would, of course, be an addition to the 

official price of $35 per ounce which has since 193k been paid on 

delivery of gold to the Treasury for acquisition by the United States, 
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In response to a letter from Senator Anderson, Chairman of 

the Committee on Interior and Insular Affairs, the Treasury Depart

ment stated over a year ago that it opposed the enactment of S. J. 

Res. kk» After study of the March hearings, further discussion 

with interested public officials and with representatives of the 

gold mining industry, and careful re-examination of the role of gold 

in our monetary system, the Treasury Department has not changed its 

view. 

The usual reasons for urging gold subsidies in other countries, 

or for urging subsidies to other industries in this country, are not 

applicable to gold in the United States. This cannot be viewed 

simply as a case of marginal or depressed industry seeking relief 

from the compelling pressures of economic change. Gold is a unique 

metal. The dollar is a unique currency. Ours is the only currency 

that maintains the link between money and gold; we do that by standing 

ready to purchase and sell gold at the fixed price of $35 per ounce. 

The monetary system of the entire Free World is hinged to the inter-

convertibility which we maintain between gold and dollars at that price. 

Any form of subsidy to American gold production would impair that 

relationship, A compassionate effort to assist a relatively few people 

to keep or obtain jobs — desirable as that is — would, instead of 

helping those in the gold mining industry, disrupt the monetary system 

upon which not only their own livelihood, but also that of all the 

rest of us, depends. 
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There is no compensating advantage in the promise that subsidies 

would produce a vast enlargement of the existing gold stock. The 

fact is that even if productive capacity could achieve the most 

optimistic estimate of the Department of Interior, American facilities 

could not in less than a century add to our gold production the amount 

of gold contemplated by the present terms of S. J. Res. kk. But even 

if that total could by some alchemy be produced within a single year, 

it could not begin to offset the losses to the world economy that 

would be created by devaluation of the dollar. And in blunt, simple 

terms, if the United States Government should add an unprecedented 

subaidy to the official $35 price for gold, such action would be 

conatrued by the rest of the world as evidence that devaluation was 

undtjr way. 

I would be glad to discuss further any aspects of this question 

relating to the function of gold in the world's monetary system, along 

whatever lines the Chairman and members of this committee may wish to 

pursue. I can give you full assurance, however, based upon intimate 

contacts with financial officials of most of the leading countries of 

the world, that a step of the kind contemplated by S. J, Res, kk would 

be regarded as synonymous with a declaration of intent to devalue the 

dollar of the United States. 

For these reasons, the Treasury Department is opposed to this 

Resolution. 
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interest has imd 4mm to -very line of supervision _nd to all field 

X should like to coaaaend the Treasury Safety Council as it bsgln 

its fifteenth year. These men and women deserve a great deal of the 

credit fo_ tho success of tho Treasury safety program. Working with 

such groups as tho Federal Safety Council and the Federal Fire Counci 

as well as with treasury Bureaus, they have spearheaded accident 

prevention tirelessly. 

Vie appreciate the award and X can assure you that we will contirn 

our efforts la treasury to halt needless, wasteful accidents, both 

on and off duty* 

thank you, Mr* Vice President, 
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of electronic equipment, Sp^Ul attention teust be given to the Bank 

Examiners of the Office of the Coraptrolier of the Currency, who must 

drive long hours, and ^hose m^^ki^fmiHAmmA til s.«wii*_*t-'''ls^^*,,i 

Treasury control, mis is also truest U. S. Savings Bonis Division 

representatives, ^ Other areas where sa£ety*ia a consideration are'the 

enforcement activities of the Department ;carri^
&^ of11 

Customs, pmttm of-titfv^ tfA if,* g.1 tes«t%$viee, 

the Bureau of Narcotics, and parts of Hie Coast Guard. 

the i!*A_Hbtfal*type activities af the' Bureau of tk|raving and 

wmmmmm ^mmmtmm mi the Mint ~**f well as parts^of'^e'C^sst 

Guard end the Bureau of Customs ~~ ere every hit as important in plana 

for safety, and the Office of the Secretary end the U. S. Savings Bondi 

Division have their own unique problems. 

Hie stost important element of our safety program has been par tic i 

pation at mwmty level of the Department. Bureau leads are encouraged 

to keep the subject of safety constantly before their people and this 
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RtmiES 11 THE HDHOEAILK DOWLAS 0 X 0 4 % 
SECRETARY OF XHB fEEASimY^ 

XH ktXSttVBG tm PRISIDEHTfS SAFETY AHAEB TO TIU-ASURYy 
TREATY EGOU, EXECUTIVE OFFICES BUILD-HS ^ 

FRXBAY, JUHB 8, 1*62, 11:00 A.M. ^Y_ 

Mr. flee President, Mr, Secretary, ladies and Gentlemen: 

I am very pleased to accept this beautiful and meaningful award 

on behalf of all Treasury personnel throughout the world. 

this award recopi!s#s our accomplishments in accident preventioi 

during calendar year 1961, hut it represents to Treasury the success 

of our safety efforts over the fourteen-year existence of the Treasui 

Safety Council* During that period, our injury rate has been con

stantly reduced, reaching an ell-tlast low in 1961. 

Our safety efforts, like our daily operations, nsust of necesait] 

be varied, because they cover such a wide variety of employment 

fields, Essasapies are the fiscal activities of the Bureau of Accouafi 

the Bureau of the Public Debt, and Office of the Treasurer of the 

U. $., where new problems have been introduced with the installed.©* 



REMARKS BY THE HONORABLE DOUGLAS DILLON, 
SECRETARY OF THE TREASURY, 

IN ACCEPTING THE PRESIDENT'S SAFETY AWARD TO TREASURY, 
TREATY ROOM, EXECUTIVE OFFICES BUILDING, WASHINGTON, D. C. 

FRIDAY, JUNE 8, 1962, 11:00 A. M. 

Mr. Vice President, Mr. Secretary, Ladies and Gentlemen: 

I am very pleased to accept this beautiful and meaningful 

award on behalf of all Treasury personnel throughout the world. 

This award recognizes our accomplishments in accident 

prevention during calendar year 1961, but It represents to 

Treasury the success of our safety efforts over the fourteen-year 

existence of the Treasury Safety Council. During that period, our 

injury rate has been constantly reduced, reaching an all-time low 

in 196lw' 

Our safety efforts, like our daily operations, must of 

necessity be varied, because they cover such a wide variety of 

employment fields. Examples are the fiscal activities of the 

Bureau of Accounts, the Bureau of the Public Debt, and Office of 

the Treasurer of the U. S., where new problems have been 

introduced with the installation of electronic equipment. Special 

attention must be given to the Bank Examiners of the Office of the 

Comptroller of the Currency, who must drive long hours, and whose 

work is performed in areas not under Treasury control. This is also 

true of U, S. Savings Bonds Division representatives. Other 

areas where safety is a consideration are the enforcement 

activities of the Department carried on by the Bureau of Customs, 



parts of Internal Revenue Service, the U. S. Secret Service, the 

Bureau of Narcotics, and parts of the Coast Guard. 

The industrial-type activities of the Bureau of Engraving and 

Printing and the Bureau of the Mint — as well as parts of the 

Coast Guard and the Bureau of Customs -- are every bit as 

important in planning for safety, and the Office of the 

Secretary and the U. S. Savings Bonds Division have their own 

unique problems. 

The most important element of our safety program has been 

participation at every level of the Department. Bureau Heads 

are encouraged to keep the subject of safety constantly before 

their people and this interest has fed down to every line of 

supervision and to all field offices. 

I should like to commend the Treasury Safety Council as it 

begins Its fifteenth year. These men and women deserve a great 

deal of the credit for the success of the Treasury safety program. 

Working with such groups as the Federal Safety Council and the 

Federal Fire Council, as well as with Treasury Bureaus, they have 

spearheaded accident prevention tirelessly. 

We appreciate the award and I can assure you that we will 

continue our efforts in Treasury to halt needless, wasteful 

accidents, both on and off duty. 

Thank you, Mr. Vice President. 
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TREASURY DEPARTMENT 
ZZSSP3F J U M I J M U J I U M L I 

FOR RELEASE A. M. NEWSPAPERS, 
June 12, 1962. Tuesday, v%JUtxs A<.? 

WASHINGTON, D.C 
June 11, 1962 

RESULTS OF TREASURY'S WEEKLY BILL 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 March 15, 1962, 
and the other series to be dated June II4, 1962, which were offered on June 6, were 
opened at the Federal Reserve Banks on June 11. Tenders were invited for $1,300,000,000, 
or thereabouts, of 91-day bills and for $700,000,000, or thereabouts, of 182-day bills. 
The details of the two series are as follows: RANGE OF ACCEPTED 
COMPETITIVE BIDS j 

High 
Low 
Average 

91-day Treasury bills 
maturing September 13, 1962 

Approx. Equiv. 
Price Annual Rate 

75T3SI 

182-day Treasury bills 
maturing December 13, 1962 

Approx. Equiv. 

99.321 
99.325 

_.6ii7* 
2.686$ 
2.671$ 1/ 

Price 
98.6l_ a/" 
98.60U " 
98.606 

Annual Rate 
TTum— 
2.761$ 
2.758$ 1/ a/ Excepting two tenders totaling $500,000 

"31 percent of the amount of 91-day bills bid for at the low price was accepted 
29 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 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

Applied For 
$ 23,907,000 
1,627,958,000 

37,573,000 
51i,238,000 
10,690,000 
27,895,000 

208,23*4,000 
29,31*7,000 
22,068,000 
21,483,000 
22,668,000 

1114,196,000 

Accepted 
13,907,000 
911,138,000 
20,683,000 
32,978,000 
10,690,000 
25,865,000 

121,08^,000 
214,087,000 
15,1438,000 
21,1483,000 
15,038,000 
87,896,000 

Applied For 

TOTALS 

10,192,000 
1,328,617,000 

8,252,000 
214,191,000 
1,888,000 
6,180,000 
99,093,000 
6,3614,000 
6,062,000 
6,8314,000 
8,627,000 

61,208,000 

1,200,257,000 $1,300,287,000 b/ $1,567,508,000 

Accepted 
$ 9,6214,000 
569,617,000 

2,9914,000 
17,596,000 
1,738,000 
5,317,000 
37,2148,000 
14,009,000 
3,U27,000 
4,334,000 
3,427,000 

140,786,000 
$700,117,000 c/ 

b/ Includes $217,943,000 noncompetitive tenders accepted at the average price of 99.325 
c/ Includes $54,925,000 noncompetitive tenders accepted at the average price of 98.606 
1/ On a coupon issue of the same length and for the same amount invested, the return on 

?«SSS b iJ\ s, w o u l? ? r o v i d e ^elds of 2.73$, for the 91-day bills, and 2.8U$, for the 
lb2-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-dav 
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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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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 (current revision) and this notice, pre

scribe the terms of the Treasury bills and govern the conditions of their tissue. 

Copies of the circular may be obtained from any Federal Reserve Bank or Branch. 
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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. 

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 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 

m& 
less for the additional bills dated March 22, 1962 , ( 91 days remain-
ing until maturity date on September 20, 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 ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be mode or completed at the Federal Reserve 

Banks on June 21, 1962 in eash or other immediately available funds or 
%%% 

in a like face amount of Treasury bills maturing June 21, 1962 . Cash 
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TREASURY DEPARTMENT 
Washington 

FOR MEDIATE RELEASE, J"une 13, 1962 

SKB—___\JLfi—GCSSESJSJC 

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 $ 2,000.Qnn ooo > or thereabouts, for 

cash and in exchange for Treasury bills maturing June 21, 1962 , in the amount 

of $ 1,802,246,000 , as follows: 

91 -day bills (to maturity date) to be issued June 21, 1962 , 

— m 
in the amount of $1,500,000,000 , or thereabouts, representing an additional amount of bills dated March 22, 1962 , 

w 
and to mature September 20, 1962 , originally issued in the 

—P5 
amount of $ 600,081,000 , the additional and original bills 

* p$% 
to be freely interchangeable. 

182 -day bills, for $ 700,000,000 , or thereabouts, to be dated 

TptTjf Tpblj 
June 21, 1962 , and to mature December 20, 1962 

— — j p n j " ps? 
The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., Eastern/-Xa1__aBaXt_me, Monday, June 18, 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 
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TREASURY DEPARTMENT 
9f IMLM,H i i'l-*nuilSH.-l/v,jrj*.ij.mi*-v*~m 

WASHINGTON, D.C. 

.June 13, 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 artiount of 
$ 2,000,000,000,or thereabouts, for cash and in exchange for 
Treasury bills maturing June 21, 1962, in the amount of 
$ 1,802,246,000, as follows: 

91-day bills (to maturity date) to be issued June 21, 196*2, 
in the amount of $1,300,000,000, or thereabouts, representing an 
additional amount of bills dated March 22, 1962, and to 
mature September 20,1962, originally issued in the amount of 
$ 600,081,000, the additional and original bills to be freely 
int e re hange ab le. 
182-day bills, for $700,000,000, or thereabouts, to be dated 
June 21, 1962, f and to mature December 20, 1962. 

The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They 
will be issued in bearer form only, and in denominations of $1,000, 
$5,000, $10,000, $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 Daylight Saving 
time, Monday, June 18, 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 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-509 
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
March 22, 1962, (91-days remaining until maturity date on 
September 20,1962) 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 June 21,1962, 
In cash or other immediately available funds or in a like face 
amount of Treasury bills maturing June 21, 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 
bill3 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 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 Pepartment Circular No. 4l8 (current, revision) and this 
notice prescribe the terms of -the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained from any Federal Reserve Bank or Branch. 

0O0 
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STATEMENT OF THE HONORABLE DOUGLAS DILLON 
SECRETARY OF THE TREASURY 

BEFORE THE 
SENATE COMMITTEE ON FINANCE 

ON THE 
TAX RATE EXTENSION ACT OF I962 

WEDNESDAY, JUNE 13, 1962 
10:00 A.M., EDT 

In his Budget Message the President recommended extension for another 

year of all but one of the tax rates scheduled for reduction or termination 

on July 1, 1962. The exception is the tax on transportation of persons to 

which I will refer further in a moment. 

Present law provides for the reduction of the corporation income tax 

from 52 percent to 47 percent as of July 1. More specifically, there 

would be a reduction of the normal tax from 30 percent to 25 percent. The 

other scheduled reductions all relate to excise taxes. These include the 

taxes on alcoholic beverages, cigarettes, automobiles, automobile parts 

and accessories, local telephone service, and transportation of persons. 

The law provides for reduction of the tax on distilled spirits from $10.50 

to $9.00 a gallon. The cigarette tax would be reduced from $4.00 to $3.50 

per thousand, or from 8 to 7 cents per pack. The tax on automobiles is 

scheduled to be reduced from 10 percent to 7 percent of the manufacturer^ 

price, and the tax on automobiles parts and accessories from 8 to 5 percent. 

The 10 percent tax on local telephone service would-be repealed, while' 

the tax on transportation of persons would be reduced from 10 percent to 

5 percent. Details of the scheduled rate changes on the other items are 

shown in the attached Table 1. 

D-510 
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Changes scheduled under present law for all of the taxes mentioned, 

except local telephone service and transportation of persons, represent 

a reduction to the rates existing before the increases provided in 1951 

at the time of the Korean hostilities. Tax rates on local'telephone service 

and transportation of persons were not increased in 1951, were reduced in 

1954, and the repeal of the telephone tax and reduction of the transportation 

tax were scheduled under the Tax Rate Extension Act of 1959* 

Under the terms of H. R. 11879; the current rates would be continued 

for another year, except with respect to the tax on transportation of 

persons. The latter tax would be maintained at the 10 percent rate until 

December 31, 1962. A twofold change would then be made. The tax would 

be terminated in the case of amounts paid for transportation by any means 

other than by air. For air transportation, the rate would be reduced to 

5 percent until July 1, I963 when it would be dropped entirely unless it 

had been further extended in the meantime. 

The rate extensions provided by the bill would result in revenue for 

fiscal year 1963 of $2-9 billion (Table l) . Because only part of the 

corporate rate extension for a full year is reflected in fiscal I963 

collections and because payment of excise taxes lags behind accrual of 

liability- not all of the revenue gain would show up in fiscal 1963. 

The full-year effect of the bill^ provisions is a revenue gain of about 

$4.3 billion. About two-thirds of the total full-year revenue effect, 

or $2.8 billion, would be derived from the corporate rate extension. 
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The next most important revenue item is the tax on local telephone 

service. Here, postponement of the scheduled repeal would increase 

revenues by $525 million on a full-year basis. Further details are 

shown in Table 1. 

The changes proposed by the bill with respect to the tax on trans

portation of persons vary from the President's proposals in this area. 

The President proposed that this tax be repealed on July 1, 1962, except 

for transportation by air. In the latter case, the tax would be retained 

at 10 percent until December 31, 19^2, after which it would be reduced 

to 5 percent. Beginning January 1, 1963, the President recommended that 

a new tax of 5 percent be imposed on amounts paid on transportation of 

freight by air, a new tax of 2 cents per gallon be imposed on jet fuel, 

and a small additional tax of 1 cent per gallon be imposed on fuel used 

in noncommercial aviation as contrasted with common and contract carrier 

aviation. The President's recommendations with respect to charges for 

air transportation and fuel used by air transportation constitute a user 

charge system to be related to expenditures for the Federal airways 

system. The President also made a related recommendation for a user 

charge system for the waterways. The revenue effects of these proposals 

are presented in Table 2. The Ways and Means Committee of the House 

thought it best that consideration of these user charge proposals should 

be deferred until next year. Although we would prefer the institution 

of reasonable user charges to cover air and water transportation on 
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January 1, 1963, as originally recommended, we are prepared to accept 

the bill as passed by the House. This would have the effect of post

poning the consideration of the user charge problem until,next year. 

I feel that H. R. H879 constitutes a necessary revenue 

conserving measure at this time, and I recommend its approval by 

your Committee. 



Table 1 

Increase in revenue resulting from extension of present corporation income and excise 
tax rates by H. R. 11879 as passed by the House of Representatives 

(In millions of dollars) 

: Rate reduction scheduled 
: as of July 1, 1962 
: under present law 

Corporation income tax 52$ to 47$ 

Excise taxes: 
Alcohol: 
Distilled spirits $10.50 to $9.00 per gallon 
B e e r ,. $ 9.00 to $8.00 per barrel 
Wines • Various l/ 

Total alcohol taxes 

Tobacco: 
Cigarettes (small) $14.00 to $3.50 per thousand 

Manufacturers* excise taxes: 
Passenger automobiles 10$ to 1% of mfrs. price 
Parts and accessories for automobiles .... 8$ to % of mfrs. price 

Total manufacturers1 excise taxes .... 
Miscellaneous excise taxes: 
General telephone service 10$ to 0» 
Transportation of persons: 
Air • 10# to % 
Other 10$ to 5$ 
Total transportation of persons 
Total miscellaneous excise taxes 

Total excise taxes 

Grand total ." 

Office of the Secretary of the Treasury, Office of Tax Analysis 

See explanation of footnotes on page 2. 

Effect on net budget :Increase 
receipts, fiscal year 1963: in 
Increase:Decrease: :revenue 

in 2 in : Total : full 
receipts: refunds: : year 

1,300 

52 
9 

W 
1,374 

2,674 226 

1,300 2,800 

177 
77 
9 263 

235 

360 
60 

i+20 

395 

138 
9 
5 152 

24 

50 

50 

__ 

315 
86 
14 1̂5 

259 

410 
60 
470 

395 

180 
78 
9 

267 

240 

430 
73 
503 

525 

52 
9 

61 
- k6 2/ 
- U6 
Vf9 

226 1,600 l,k89 

2,900 If, 289 

June 12, 1962 
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__tJS^Tfi^n 8re I °nS year SXCept that the transportation of persons tax would be 
ttll^ Percent to December 31, 1962. On January 1, 1963 the tax would be 
llltl^ »fS? T ,°r ̂ r a^ o r t a t i o n *y ̂ r. For transportation by air the tax would be 

tSoMe°30^3: *
3 "* ^ rat6 WOUld be 5 Percent f0r the period January 1 

Si«^?i^neS i^™11^ • — $3.40 to $3.00 per gallon 
-^llwiSs: ^ $2.40 to $2.00 per gallon 

IT^lt *?!? lifV1COh0iw 17 cents to 15 cents per gallon 
Mo^ ^ £$' n ° ! °Ver 2}% a l C ° h 0 1 ' 6? cents *> 60 cents per gallon 
T,l ^ %&' f \ T r 2 ^ a l C ° h 0 1 •- ••• *2-25 to $2.00 per gallon 

wT^t**11 H*1C°^\ • $10.50 to $9.00 per gallon 
Wine liqueurs or cordials produced domestically containing over 
2gf> wine, which wine contains over lk°f> alcohol (in lieu of 
rectification tax) ........... A.-, 00 J. A.-, /TA 

' .••••••••• $1.92 to $1.60 per gallon 
Revenue loss would be the result of repeal of the tax on transportation, other than by 
air, after December 31, 1962 rather than continuation at 5 percent as under present law. 
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Table 2 

Transportation excise taxes 

Estimated revenue under present law, H.R. 11879 (as passed by 
House of Representatives) and under recommendations of the President 

(In millions of dollars) 

; Fiscal year : : Full 
; 1962. ; 1963 : s year 

Present law: 
Transportation of persons l/: 
Air 185 125 107 
Other _90 _54 46 

Total 275 r£g M2 

H.R. 11879 as passed by House of Representatives: 
Transportation of persons l/: 
Air 177 107 
Other _63 -

Total ^0 107 

Reconniendations of President: 
Transportation of persons l/: 
Air 177 2/ 107 2/ 
Other , 16 _-_ 

Total 193 107 
Airway user charges: 
Tax transportation of property by air at 5 percent 3 7 
Tax jet fuel at 2 cents per gallon 13 36 
Increase tax on fuel used in general aviation 
1 cent per gallon 1 3 
Credit existing 2 cents per gallon tax on aviation 
gasoline to general fund 9 19 

Waterway user charges: 
Tax on fuel not now taxed in boats with draft of 
15 feet or less, 2 cents per gallon 3 10 
Credit existing 2 cents per gallon tax on gasoline 
and special motor fuels used in boats to general 
fund „..., 6 12 

Total, - recommendations of. Pres ident 228 19k 

Office of the Secretary of the Treasury " June 12, 1962 
Office of Tax Analysis 

See explanation of footnotes on page 2. 
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l/ Provisions with respect to transportation of persons: 
Present law - Reduction in rate from 10 percent to 5 percent effective 
July 1, 1962. 

H.R. 11879 - Continue present rate of 10 percent to December 31, 1962; 
effective January 1, I963, reduce rate from 10 percent to 5 percent on 
transportation by air and repeal tax on other transportation. 
Recommendation of President - Repeal tax on transportation other than by 
air effective July 1, 1962. Continue present rate of 10 percent on 
transportation by air to December 31, 1962; reduce rate to 5 percent 
effective January 1, 1963 and treat as user charge* 

2/ Including revenue treated as user charge * 



TREASURY DEPARTMENT 
Washington, D. C. 

2% z> 7 
IMMEDIATE RELEASE 

THURSDAY, JUNE 14, 19$2. D-511 

The Bureau of Customs announced today preliminary figures showing the 
quantities of wheat and wheat flour authorised to be entered, or withdrawn 
from warehouse, for consumption under the import quotas established in the 
President's proclamation of May 28, _94l, as modified by the President's 
proclamation of April 13, 1942, for the 12 months commencing May 29, 1961, 
as follows: 

Country 
of 

Origin 

Wheat 

Established 
Quota 

: Imports 
:May 29, 1951 , 
:to May 28. 1962 

(Bushels) 

795,000 

Wheat flour, semolina, 
crushed or cracked 

wheat, and similar 
wheat products 

Established : Imports 
Quota : May 29, 1S51, 

: to May 28, 1962 
(Pounds) (Pounds) (Bushels) 

Canada 
China 
Hungary 
Hong Kong 
Japan 
United Kingdom 
Australia 
Germany 
Syria 
New Zealand 
Chile 
Netherlands 
Argentina 
Italy 
Cuba 
France 
Greece 
Mexico 
Panama 
Uruguay 
Poland and Danzig 
Sweden 
Yugoslavia 
Norway 
Canary Islands 
Rumania 
Guatemala 
Brazil 
Union of Soviet 
Socialist Republics 
Belgium 

795,000 
-
-
-
-

100 
~ 

100 
100 

-
-

100 
2,000 
100 

-
1,000 

-
100 

-
-
-
-
-
-
-

1,000 
100 
100 

100 
100 

24 

3,815,000 
24,000 
13,000 
13,000 
8,000 
75,000 
1,000 
5,000 
5,000 
1,000 
1,000 
1,000 
14,000 
2,000 
12,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 

3,815,000 

150 

800.000 795.024 4,000,000 3,815,150 



3 5~Y 
TREASURY DEPARTMENT 
Washington, D. C. 

IMMEDIATE RELEASE 
THURSDAY, JUNE l4, 1962. D-5H 

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 proclamation of May 28, _94l, as modified by the President's 
proclamation of April 13, 1942, for the 12 months commencing May 29, 1961, 
as follows: 

Country 
of 

Origin 

i Wheat 

, Established : Imports 
Quota :May 29, 195! , 

! :to May 28. 1962 ' 

. 1 1 . i 

; Wheat flour, semolina, 
: crushed or cracked 

wheat, and similar 
wheat products 

Established : Imports 
Quota :May 29, 1961 , 

:toMay 28, 1962 
(Bushels) (Bushels) (Pounds) (Pounds) 

Canada 
China 
Hungary 
Hong Kong 
Japan 
United Kingdom 
Australia 
Germany 
Syria 
New Zealand 
Chile 
Netherlands 
Argentina 
Italy 
Cuba 
France 
Greece 
Mexico 
Panama 
Uruguay 
Poland and Danzig 
Sweden 
Yugoslavia 
Norway 
Canary Islands 
Rumania 
Guatemala 
Brazil 
Union of Soviet 
Socialist Republics 

Belgium 

795,000 
-
-
-
-

100 
-

100 
100 

-
-

100 
2,000 
100 

-
1,000 

-
100 

-
-
-
-
-
-
-

1,000 
100 
100 

100 
100 

795,000 
. 

-
-
_ 
_ 
_ 
m. 

_ 
— 

^ 
^ 

— 

m 

m 

m 

— 

m 

— 

m 

— 

^ 

. 
_ 

24 

3,815,000 
24,000 
13,000 
13,000 
8,000 
75,000 
1,000 
5,000 
5,ooo 
1,000 
1,000 
1,000 
14,000 
2,000 
12,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
"1,000 
1,000 
1,000 
1,000 

-
-
-

-
-

800,000 795,024 4,000,000 3,815,150 



TREASURY DEPARTMENT 
Washington, D. C. 

?57 
IMMEDIATE RELEASE 

THURSDAY, JUflg'lif, 1962. D-512 

The Bureau of Customs announced today preliminary figures showing the 
quantities of wheat and wheat flour authorised to be entered, or withdrawn 
from warehouse, for consumption under the import quotas established in the 
President's proclamation of May 28, _94l, as modified by the President's 
proclamation of April 13, 1942, for the 12 months commencing May 29, 1962 , 
as follows: 

Country 
of 

Origin 

Wheat 

Established 
Quota 

Wheat flour, semolina, 
crushed or cracked 

wheat, and similar 
wheat products 

(Bushels) 

: Imports 
:May 29, 1962, 
:to June 11, 1962 

(Bushels) 

795,000 

Established : Imports 
Quota : May 29, 1962, 

:to June 11, 19< 
(Pounds) 

3,815,000 
24,000 
13,000 
13,000 
8,000 
75,000 
1,000 
5,000 
5,000 
1,000 
1,000 
1,000 
14,000 
2,000 
12,000 
1,000 
1,000 
1,000 
1,000 
1,000 

• 1,000 
1,000 
1,000 
1,000 
1,000 

(Pounds) 

3,815,000 Canada 
China 
Hungary 
Hong Kong 
Japan 
United Kingdom 
Australia 
Germany 
Syria 
New Zealand 
Chile 
Netherlands 
Argentina 
Italy 
Cuba 
France 
Greece 
Mexico 
Panama 
Uruguay 
Poland and Danzig 
Sweden 
Yugoslavia 
Norway 
Canary Islands 
Rumania 
Guatemala 
Brazil 
Union of Soviet 
Socialist Republics 

Belgium 

795,000 
-
-
-
-

100 
-

100 
100 

-
-

100 
2,000 
100 

-
L,000 

-
100 

-
-
-
-
-
-
-

1,000 
100 
100 

100 
100 

800,000 795,000 4,000,000 3,815,000; 
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TREASURY DEPARTMENT 
Washington, D. C. 

IMMEDIATE RELEASE 
THURSDAY. JTTNB 14. lQ6g. D-512 

The Bureau of Customs announced today preliminary figures showing the 
quantities of wheat and wheat flour authorised to be entered, or withdrawn 
from warehouse, for consumption under the import quotas established in the 
President's proclamation of May 28, 194l, as modified by the President's. 
proclamation of April 13, 1942, for the 12 months commencing May 29, 19&2 , 
as follows: 

Country 
of 

Origin 

Wheat flour, semolina, 
crushed or cracked 

wheat, and similar 
wheat products 

Established : Imports 
Quota :May 29, 1962, 

:to June 11, 1962 
(Bushels) (Bushels) 

795,000 

Established : Imports 
Quota :May 29, 1962, 

:to June 11 1962 
(Pounds) (Pounds) 

Canada 
China 
Hungary 
Hong Kong 
Japan 
United Kingdom 
Australia 
Germany 
Syria 
New Zealand 
Chile 
Netherlands 
Argentina 
Italy 
Cuba 
France 
Greece 
Mexico 
Panama 
Uruguay 
Poland and Danzig 
Sweden 
Yugoslavia 
Norway 
Canary Islands 
Rumania 
Guatemala 
Brazil 
Union of Soviet 
Socialist Republics 

Belgium 

795,000 
-
-
-
-

100 
-

100 
100 

-
-

100 
2,000 
100 

-
1,000 

-
100 

-
-
-
-
-
-
-

1,000 
100 
100 

100 
100 

3,815,000 
24,000 
13,000 
13,000 
8,000 
75,000 
1,000 
5,000 

5,OOQ 
• 1,000 
1,000 
1,000 
14,000 
2,000 
12,000 
1,000 
1,000 
1,000 
1,000 
1,000 
1,000 
-1,000 
1,000 
1,000 
1,000 

3,815,000 

800,000 795,000 4,000,000 3,815,000 



COTTON WASTES 
(In pounds) 

~"~ r\ r\ 

having a. staple of less than 1-3/16 inches in length, CO] 
© ROVING WASTE, WHETHER OR NOT MANUFACTURED OR OTHERVifISS 

COMBER COTTON CARD STRIPS made from cotton 
WASTE, LAP WASTE, SLIVER WASTE, AND 
ADVANCED IN VALUEi 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 countriess United Kingdom, France, Netherlands, 
Switzerland, Belgium, Germany, and Italy a 

Country of Origin 
Established 
TOTAL QUOTA 

Total Imports J Established : Imports l7 
Sept, 20, 1961, to s 33-1/32 of : Sept. 20, 1961, 

United Kingdom 4,323,457 
Canada * 239,690 
France 227,420 
British India 69,627 
Netherlands • 68,240 
Switzerland . . . . . . . 44,388 
Belgium 38,559 
Japan 341,535 
China 17,322 
Egypt 8,135 
Cuba 6,544 
Germany . 76,329 
Italy . . . . . . 21,263 

5,482,509 

y Included in total imports, column 2, 

Prepared in the Bureau of Customs. 

June 11. 1962 Total Quota : to June 11. 1962 

1,779,820 
239,690 
146,069 
69,627 
44,995 
42,019 
22,062 
341,500 

1,441,152 

75,807 

22,747 
14,796 
12,853 

— 

1,441,152 

75,807 

22,747 
12,505 

-

76,329 25,443 
7.088 

2,762,111 1,599,886 

25,443 

1,577,654 

The country designations listed in this press release are those specified in Presidential 
Proclamation No. 2351 of September 5, 193$. Since that date the names of certain countries 
have been changed. 



TREASURY DEPARTMENT 
Washington, D. C. 

IMMEDIATE RELEASE 
THURSDAY, JUNE 14, 1962. 

D-513 

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" 
Imports September 20, 1961. to June 11, 1962 

Country of Origin 

Egypt and the Anglo-
Egyptian Sudan .... 

Peru 
British India 
China 
Mexico 
Brazil 
Union of Soviet 
Socialist Republics 

Argentina , 
Haiti .. 
Ecuador 

Established Quota Imports 

783,816 
247,952 

2,003,483 
1,370,791 
8,883,259 
618,723 

475,124 
5,203 
237 

9,333 

779,456 
245,483 

2,003,483 
-

8,883,259 
618,723 

114,908 
-
-
-

Country of Origin 

Honduras 
Paraguay 
Colombia 
Iraq — ... 
British East Africa ... 
Netherlands E. Indies . 
Barbados 

l/0ther British W. Indies 
Nigeria 

2/0ther British W. Africa 
3/other French Africa ... 
Algeria and Tunisia ... 

Established Quota 

752 
- 871 
124 
195 

2,24b 
71,388 

21,321 
5,377 
l6,oo4 

689 

1/ 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, 19sir to June 11. 1962 

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

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 

Inroorts 



TREASURY DEPARTMENT 
Washington, D. C. 

MEDIATE RELEASE 
THURSDAY, JUNE 14, 1962. 

D-513 

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 taian rough or harsh under 3/4" 
Imports September 20, 1961. to June 11, 1962 

Country of Origin 

Egypt and the Anglo-
Egyptian Sudan 

Peru 
3ritish India 
China 
Mexico • 
Brazil 
Union of Soviet 

Socialist Republics 
Argentina 
Haiti 
Ecuador 

Established Quota ImDorts 

783,816 
247,952 

2,003,483 
1,370,791 
8,883,259 
618,723 

475,124 
5,203 
237 

9,333 

779,456 
245,483 

2,003,483 
-

8,883,259 
618,723 

114,908 
-
-> 
-

Country of Origin 

Honduras .... 
Paraguay 
Colombia .. 
Iraq %........ 
British East Africa . -.. 
Netherlands E. Indies »-
Barbados 

l/0ther British W. Indies 
Nigeria 

2/0ther British W. Africa 
3/0ther French Africa ... 
Algeria and Tunisia ... 

Established Quota 

752 
- 871 
124 
195 

2,240 
71,388 

21,321 
5,377 
16,004 

689 

l/ 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, 19_1. to June 11. 1962 

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

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-^/8" 4.565,642 4.565.642 

Inroorts 



-£-

COTTON WASTES 
(In pounds) 

COTTON CAHD STRIPS maderfrom cotton having * staple of less than 1-3/16 inches in length, COMBER 
WASTE, U P WASTE, SLIVER WASTE, AND ROVING WASTE, WHETHER OR NOT MANUFACTURED OR 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 
Country of Origin : TOTAL QUOTA : Sept. 20, 1961, to : 33-1/3% of : Sept. 20,. 1961, 

,---•».- : June 11. 1962 : Total Quota : to June 11. 1962 

United Kingdom 
Canada • • • . . . • • • 
France . . . . . . . . • 
British India . . . . . . 
Netherlands . . . . . . . 
Switzerland . . . . . . . 
Belgium • • . • . • • • • 
Japan. • •. • « • « • * • • 
China . . . . . . . . . . 
Egypt . • • 
Cuba . . . . . . . . . . 
Germany . . . . . . . . . 
Italy . . . . . . . . . 

y Included in total imports, column 2.. 

Prepared in the Bureau of Customs. 

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

4,323,457 
239,690 
227,420 
69,627 
68,240 
44,388 
38,559 
341,535 
17,322 
8,135 
6,544 
76,329 
21.263 

1,779,820 
239,690 
146,069 
69,627 
44,995 
42,019 
22,062 
341,500' 

76,329 
i » 

,1,441,152 

75,807 __, 

22,747 
14,796 
12,853 

1,441,152 

75,807 

22,747 
12,505 

25,443 
7.088 

25,443 

5,482,509 2,762,111 1,599,886 1,577,654 
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-1__9XAf- BSLS-SE 

THURSDAY, JUNE l4, 1962. 

on A 

D-51A 

fai-ZMBURT D_t_ OK IMPORTS K R COHS0HPTION OF UMttNOPACTU^J"***?*?*«UR<2_8L_ * " * a " * l i ' " " " " ^ 
BT PRSS-OBSIA- ISOCU-AIZOH HO. 3237 £7 S_W£_B__ 22, 195» 

CBASZSBLY CDOM, F3BX0D • April I - June 30, 1962 

April I - June II, 1962 

ITZS 391 ITEM 392 
t Lead bullion or base bollloft* t 

ITE- 393 ITS- 394 

ta-** ! _«VMM_rf_S o^a, flu. dost,! £ £ f ™ U l _ ^ W . % * Zino-b^inj ores j f ^ j ^ ^ g"> ** S £ _ » * _ S *£*** 
^ f «ad aattel s lead, anti_o_i_l lead, antl.- i except pyrites containing nst s old end *ora~aut r ^ ' J i ,, M 

»-.! •««. . * ae_t_l aorao lead. tn>« utal, x «*er 3£ of sino x only to be reaamifocturad, _U» 
P r 0 d a 0 t i ° a J ! S f a l l S H r e « b i S t o n / S f « t dro.„ and _lno .kU-Ings 

, ^ t- lead n.a.y.f. ,- i s -s__vrterljr £iet& 
t Dattabla Lead 

(Pounds) 

xC—artarly _iata 
Iaporte x Datlabls Laad 

_Bstr_lla> 

Balgl&a Conge 

BelgL—a aad 
bora-barg (total) 

Bolivia. 

Canada 

Italy 

Mexioo 

Peru 

tin. So. -friea 

t-§»sl0vi» 

All ethos* fbraiga 
«sti_trt«a (total) 

10,080,000 10,080,000 23,660,000 

(Pounds) 

22,691,281 

.Qsarterlr aiota saarterly Oaota 
Cs?ot»t» > Dutiable Zins iEDort* s By yelght Deport* 

-:"- •-• (Pounds) (Pounds/ 

§,040,000 

13,440,000 

-$,160,000 

14,880,000 

«,56o,oeo 

M58,996 

i3,M*o,ooo 

9,507,»*I5 

I'1,830,000 

6,560,000 

15,920,000 

m 

36,380,000 

12,880,000 

_5,7$o,a» 

£,080,000 

!3,95M73 

25,327,113 

12,103,813 

»3,^3,l»58 

I9»*,583 

66,480,000 

70,480,000 

35,120,000 

66,480,000 

60,966,635 

i6,U06,91S 

5,440,000 

7,520,000 

37,840,000 

3,600,000 

6,320,000 

3,760,000 

3,56»»,903 

7,520,000 

37,213,910 

1,102,300 

3,336,895 

3,»60,398 

17,840,000 !?,8^0,000 6,080,008 6,080,000 

Th. above country desi5nations are those specified in Presidential Procuration No.^57 of S*pt*.ber 22, «953. Since that date the na.es of certain 

countries have been changed.-



THURSDAY, JUNE 14. 1962. 

_S__THT tSHsauam 
aatWngton, 8* 6* 

D-514 
P_____H_HT DATA QH nffoaxs w a ccssmcrxsH cr __<ANUPACTO33J> _SAJ> JLHD _ D « /*g»o«nftTft to fas caaaas _£?AB____-> 

8T fS-SOS-TLU. f_0C_l_A7I0- HO* 3257 C? S_PT___3. 22, I958 
****** m_ rano • ^rlJ , . June ^ l%2 

»**«• April I - June H, 1962 

Country 
of 

Production 

Australia 

Balgiaa Congo 

Belglua and 
Luxeaborg (total) 

Bolivia 

Canada 

Italy 

Mexiao 

Para 

D-. So. Afrlea 

Tbgoslovia 

All other foreign 
ooustriea (total) 

iraa 391 ITSM 392 
t Lead bullion or base bulliw*, : 

" S * 33? rr__ 394 

1 lead in pigs and bars, lâ tf , , 
Uad*bearin« ores, fiaa dast,* dross, reoUiaad lead, ssrap t Ziao-baaring ores of all kinds,* Zin* la bleoks, pigs, or slabs: 

and cattaa s lead, aatiaoaial lead, anti- i except pyrites oontainias not J old end *cra-9ut zino, fit 
j aonial sorap lead, t3T>« -at*l, t crer 3£ of z__» j only to ba reaaoufaeturad, sino 
l all s-loys or eo-binationa «f t s <„., aaxi ziaa «ki*_ln« 
* laad n.a.p.f. 1 . ° _iartariy ttiota x&artarly Oiata. 

Dutlabla Lead Imports 1 Dutiable L»*d 
(Pounds) 

10,080,000 10,080,000 

(Pounds) 

23,680,000 22,691,281 

;<__rtarly Qiota 
Bsporta t Dutl-bla Zias 

(PoundsJ" 

S——urterly _iota 
Esports ; By felAt Lroorte 

(Pounds) 

5,0*0,000 

13,440,000 

16,160,000 

14,880,000 

6,560,000 

4,058,996 

13,440,000 

9,507,415 

IH,330,000 

6,560,000 

15,920,000 

36,880,000 

12,880,000 

15,760,000 

6,080,000 

13,954,173 

25,327,113 
12,103,813 

13,^5,458 

194,583 

66,480,000 

70,480,000 

35,120,000 

66,480,000 

60,966,633 

16,406,918 

5*440,000 

7,520,000 

37,840,000 

3.600,000 

0,320,000 

3,760,000 

3,564,903 

7,520,000 

37,213,910 

1,102,300 

3,336,895 

3,160,398 

17,840,000 17,840,000 6,080,009 6,080,000 

The above country designations are those specified in Presidential Proclamation Ho.'73257 of September 22, 1953. Since that date the nases of certain 
countries have been changed. -

FHSPAR*- X_ THZ WTBTaTT CT CO590US 
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Coramodity Period and Quantity 
Unit 
of 

Quantity: 

Imports 
as of 

June 2. 1962 

Absolute Quotas: 

Butter substitutes, including 
butter oil, containing 45% 
or more butter fat , 

Calendar 
Year 1962 

1,200,000 Pound Quota Filled 

Cotton products, except cotton 
wastes, produced in any stage 
preceding the spinning into 
yarn 

Peanuts, shelled, unshelled, 
blanched, salted, prepared or 
preserved (incl. roasted pea
nuts but not peanut butter).. 

12 mos. from 
Sept. 11, 1961 

12 mos. from 
August 1, 1961 

1,000 Pound Quota Filled 

1,709,000 Pound 920,529 

1/ Imports through June 8, 1962. 
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TREASURY DEPARTMENT 
Washington 

IMMEDIATE RELEASE 
'THURSDAY, JUNE Ik, 1962. D-515 

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 June 2^1962, inclusive, as follows: 

Commodity Period and Quantity 
: Unit : 
; of : 
: Quantity: 

Imports 
as of 

June 2. 1962 

Tariff-Rate Quotas: 

Cream, fresh or sour Calendar Year 1,500,000 Gallon 

Whole Milk, fresh or sour Calendar Year 3,000,000 Gallon 52 

Cattle, 700 lbs. or more each April 1, 1962-
(other than dairy cows) June 30, 1962 120,000 Head 21,094 

12 mos. from 
Cattle less than 200 lbs. each April 1, 1962 200,000 Head 30,083 

Fish, fresh or frozen, filleted, 
etc., cod, haddock, hake, pol
lock, cusk, and rosefish Calendar Year 28,571,433 Pound Quota Filled 

Tuna Fish Calendar Year 59,059,014 Pound 22,325,162 

White or Irish potatoes: 
Certified seed 12 mos. from 114,000,000 Pound 51,062,610 
Other Sept. 15, 1961 36,000,000 Pound 28,528,286 

Walnuts Calendar Year 5,000,000 Pound 1,765,903 

Stainless steel table flatware 
(table knives, table forks, Nov. 1, 1961-
table spoons) Oct. 31, 1962 69,000,000 Pieces 67,155,001 

1/ Imports for consumption at the quota rate are limited to 14,285,716 pounds during 
the first six months of the calendar year. 
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TREASURY DEPARTMENT 
Washington 

IMMEDIATE RELEASE 

THURSDAY, JUNE Ik, 1962. D-515 

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 June 2^1962, inclusive, as follows: 

Commodity Period and Quantity 
; Unit 
: of : 
:Quantity: 

Imports 
as of 

June 2. 1962 

Tariff-Rate Quotas: 

Cream, fresh or sour.... Calendar Year 1,500,000 Gallon 

Whole Milk, fresh or sour Calendar Year 3,000,000 Gallon 52 

Cattle, 700 lbs. or more each April 1, 1962-
(other than dairy cows) June 30, 1962 120,000 Head 21,094 

12 mos. from 
Cattle less than 200 lbs. each.... April 1, 1962 200,000 Head 30,083 

Fish, fresh or frozen, filleted, 
etc., cod, haddock, hake, pol
lock, cusk, and rosefish Calendar Year 28,571,433 Pound Quota Filled -

Tuna Fish Calendar Year 59,059,014 Pound 22,325,162 

White or Irish potatoes: 
Certified seed * 12 mos. from 114,000,000 Pound 51,062,610 
0ther Sept. 15, 1961 36,000,000 Pound 28,528,286 

Walnuts Calendar Year 5,000,000 Pound 1,765,903 

Stainless steel table flatware 
(table knives, table forks, Nov. 1, 1961-
table spoons) Oct. 31, 1962 69,000,000 Pieces 67,155,001 

1/ Imports for consumption at the quota rate are limited to 14,285,716 pounds during 
the first six months of the calendar year. 
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Coramodity Period and Quantity 
: Unit 
: of : 
: Quantity: 

Imports 
as of 

June 2. 196 

Absolute Quotas: 

Butter substitutes, including 
butter oil, containing 45% Calendar 
or more butter fat Year 1962 

Cotton products, except cotton 
wastes, produced in any stage 
preceding the spinning into 12 mos. from 
yarn Sept. 11, 1961 

Peanuts, shelled, unshelled, 
blanched, salted, prepared or 
preserved (incl. roasted pea- 12 mos. from 
nuts but not peanut butter) August 1, 1961 

1,200,000 Pound Quota Filled 

1,000 Pound Quota Filled 

1,709,000 Pound 920,529 

1/ Imports through June 8, 1962, 



TREASURY DEPARTMENT 
Washington 

v. 

IMMEDIATE RELEASE 

THURSDAY, JUNE 14, 1962. D-516 

The Bureau of Customs announced today the following preliminary figures 
showing the imports for consumption from January 1, 1962, to June 2, 1962, 
inclusive, of commodities for which quotas were established pursuant to the 
Philippine Trade Agreement Revision Act of 1955: 

Commodity 

Buttons , 

Cigars , 

Coconut oil..., 

Cordage , 

Tobacco , 

Established Annual 
Quota Quantity 

680,000 

160,000,000 

358,400,000 

6,000,000 

5,200,000 

: Unit : 
: of : 
: Quantity : 

Gross 

Number 

Pound 

Pound 

Pound 

Imports 
as of 

June 2, 1962 

101,783 

4,259,648 

72,686,796 

1,975,825 

4,061,449 



TREASURY DEPARTMENT 
Washington 

IMMEDIATE RELEASE 

THURSDAY, JUNE 14, 1962. D-5-6 

The Bureau of Customs announced today the following preliminary figures 
showing the imports for consumption from January 1, 1962, to June 2, 1962, 
inclusive, of commodities for which quotas were established pursuant to the 
Philippine Trade Agreement Revision Act of 1955: 

Commodity 

Buttons 

Cigars , 

Coconut oil 

Cordage........ 

Tobacco 

Established Annual 
Quota Quantity 

Unit 
of 

Quantity 

Imports 
as of 

June 2. 1962 

680,000 

160,000,000 

358,400,000 

6,000,000 

5,200,000 

Gross 

Number 

Pound 

Pound 

Pound 

101,783 

4,259,648 

72,686,796 

1,975,825 

4,061,449 
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Mr. Stickney has been with the Treasury since 19^2, when he 

was appointed Technical Assistant to the Chief of the Accounting 

Division in the Office of the Treasurer of the United States. In 

1945 he became He@# Investigator in the Office of the Treasurer. 

He entered Government Service with the Federal Housing Administratior 

in May, 1938. 

Born in Lancaster, New Hampshire, June k} 1909* Mr. Stickney 

attended public schools there. In 19^0 he was awarded the degree 

of Bachelor of Commercial Science, Cum Laude, by Southeastern 

University, Washington, D. C. and a year later received his master's 
J 

degreeTT^€r« t , 

Mr. Stickney and his wife reside at 3501 South Dakota Avenue, 

in Washington. 
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Mr. Stickney has been rieercfc/of the Fiscal Service Operations 

and Methods Staff of the Office of the Fiscal Assistant Secretary 

since April 1951. For more than four years prior to that he was 

Assistant UemM of the staff. He has been the Treasury 
u 

representative on the Steering Committee of the Joint Financial 

Management Improvement Program and a major part of his service 

J 
has been devoted to improvement of procedures, including the 

establishment of an integrated electronic system for the payment 

and reconciliation of government checks, resulting in substantial 

economies in Treasury operations. 

Mr. Stickney is a director of the Federal Government 

Accountants Association. In 1957 and 1958 he conducted seminars 

at Harvard University Graduate School of Business Administration 

for research students in the field of accounting and electronic 

data processing. In 1957 he received the Treasury Department's 

Exceptional Civilian Service Award. 
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Mr. Carlock was born in Globe, Arizona, August 16, 1912 and 
2 

attended Phoenix Junior College. His first employment in Government 

was with the U. S. Indian Service at Fort Apache, Arizona\ 
*** 

% *£ 
served as a ranger in Grand Canyon National Park during the 

summers of 1939 and 1940. 

Graduat^Tlf^rst in his class from the College of Law of the 

University of Arizona, Mr. Carlock receiveo-Ms LL.Biin 1941. 

/ / / 7H6" /" / 
in 194l £n the international competition for best p̂ feer on Damages 
/ .••' / K / / 

and tlpfe same year received the Nathan Burkan Memorial Award for 

/ / 
be si/paper on the law of Copyright. In 1940,/he received first j 

/ 
J J / 
ptfize in the Valley National Bank Competition for best paper on 

/ i 
;he law of Trusts. 

Mr. Carlock and his wife reside at 2116 F Street, N.W. in 

Washington. They also have a ranch near Vernon, Arizona. 
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Mr. Carlock has been principal Assistant General Counsel of 

the Treasury Department since August, 1952^ and a\fml£2B$rnd mtg&me@g&£* 

fern ^iilrijpB ,«4am*»*. 

•iriift-iiii lOpiiiPBitiii o r i has given special attention to these 

relating to the broad policy aspects of management of the public 

debt. 

In May, Mr. Carlock was named "outstanding career lawyer in the 

service of the Federal Government" by the District of Columbia 

Chapter of The Federal Bar Association, and received the 1962 

Justice Tom C. Clark Award. 

Entering Treasury service as a law-clerk-trainee in the 

Office of the General Counsel in August, 194lXMr. Carlo, 
/^2., 

on active duty as an Ensign in the United States Coast Guard in 

June, 1942. He was released to inactive duty as a Lieutenant in 

November, 1945 and ^appointed m an attorney in the Office of the 
st*.+ 

General Counsel. He became an Assistant General Counsel in 1949. 
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The Fiscal Assistant Secretary has responsibility for the 

administration of Treasury financing operations, as well as the 

supervision of the functions and activities of the three bureaus 

comprising the Fiscal Service: the Bureau of Accounts, Bureau 

of the Public Debt, and Office of the Treasurer of the 

United States. 

The duties of the Fiscal Assistant Secretary include liaison 

between the Secretary and other Federal agencies with respect to 

their financial operations. He directs the performance of the 

fiscal agency functions of the Federal Reserve Banks, and 

exercises supervision over the current cash position of the 

Treasury. 
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^ DRAFT RELEASE June 15, 1962 

^ORBElEkSE AM NEWSPAPERS 
Monday, June 18, 1962 

JOHN K. CARLOCK APPOINTED 
FISCAL ASSISTANT SECRETARY OF THE TREASURY 

Secretary Douglas Dillon today announced the appointment of 

John K. Carlock, a Treasury career official, as Fiscal Assistant 

Secretary of the Treasury, effective June 15. 

At the same time, the Secretary named another career officer, 

George F. Stickney, presently Technical Assistant to the Fiscal 

Assistant Secretary, as Deputy Fiscal Assistant Secretary. 
___ 

Mr. Carlock, formerly Assistant General Counsel of the 

Treasury, will take over m$m< position from J. Dewey Daane, Deputy 

A 
Under Secretary for Monetary Affairs, who has also been acting 

Fiscal Assistant Secretary since April 1, 1962. During that 

period, Mr. Carlock has been Assistant to the Fiscal Assistant 

Secretary. 



TREASURY DEPARTMENT 

WASHINGTON. D.C. 

June 15, 1962 

HOLD FOR RELEASE AM NEWSPAPERS 
MONDAY, JUNE 18, 1962 

JOHN K. CARLOCK APPOINTED 
FISCAL ASSISTANT SECRETARY OF THE TREASURY 

Secretary Douglas Dillon today announced the appointment of 
John K. Carlock, a Treasury career official, as Fiscal Assistant 
Secretary of the Treasury, effective June 15. 

At the same time, the Secretary named another-career officer, 
George F. Stickney, presently Technical Assistant to the Fiscal 
Assistant Secretary, as Deputy Fiscal Assistant Secretary. 

Mr. Carlock, formerly Assistant General Counsel of the 
Treasury, will take over his new position from J. Dewey Daane, 
Deputy Under Secretary for Monetary Affairs, who has also been 
acting Fiscal Assistant Secretary since April 1, 1962. During that 
period, Mr. Carlock has been Assistant to the Fiscal Assistant 
Secretary. 
The Fiscal Assistant Secretary has responsibility for the 
administration of Treasury financing operations, as well as the 
supervision of the functions and activities of the three bureaus 
comprising the Fiscal Service: the Bureau of Accounts, Bureau 
of the Public Debt, and Office of the Treasurer of the United 
States. 
The duties of the Fiscal Assistant Secretary include liaison 
between the Secretary and other Federal agencies with respect to 
their financial operations. He directs the performance of the 
fiscal agency functions of the Federal Reserve Banks, and exercises 
supervision over the current cash position of the Treasury. 
Mr. Carlock has been principal Assistant General Counsel of the 
Treasury Department since August, 1952, and has given special attentior 
to legal matters relating to the broad policy aspects of management 
of the public debt. 
In May, Mr. Carlock was named "outstanding career lawyer in 
the service of the Federal Government" by the District of Columbia 
Chapter of The Federal Bar Association, and received the 1962 
Justice Tom C. Clark Award. D-517 
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Entering Treasury service as a law-clerk-trainee in the 
Office of the General Counsel in August, 194l, Mr. Carlock was 
appointed an attorney In February 1942. Mr. Carlock went on 
active duty as an Ensign in the United States Coast Guard In June, 
1942. He was released to inactive duty as a Lieutenant in 
November, 1945^ and reappointed as an attorney in the Office of 
the General Counsel. He became an Assistant General Counsel in 
1949. 
Mr. Carlock was born in Globe, Arizona, August 16, 1912, and 
attended Phoenix Junior College. His first employment in 
Government was with the U. S. Forest Service in 1931* where he 
served with the U. S. Indian Service at Fort Apache, Arizona. 
Mr. Carlock also served as a ranger in Grand Canyon National Park 
during the summers of 1939 and 1940. 
Graduating first in his class from the College of Law of the 
University of Arizona, Mr. Carlock received his LL,B. degree there 
in 1941. 
Mr. Carlock and his wife reside at 2116 F Street, N.W(? 
in Washington. They also have a ranch near Vernon, Arizona. 
Mr. Stickney has been Chief of the Fiscal Service Operations 
and Methods Staff of the Office of the Fiscal Assistant Secretary 
since April 1951. For more than four years prior to that he was 
Assistant Chief of the staff. He has been the Treasury 
representative on the Steering Committee of the Joint Financial 
Management Improvement Program, and a major part of his service 
has been devoted to improvement of procedures, including the 
establishment of an integrated electronic system for the payment 
and reconciliation of government checks, resulting in substantial 
economies in Treasury operations. 
Mr. Stickney is a director of the Federal Government 
Accountants Association. In 1957 and 1958 he conducted seminars 
at the Harvard University Graduate School of Business Administration 
for research students in the field of accounting and electronic 
data processing. In 1957 he received the Treasury Departments 
Exceptional Civilian Service Award, 
Mr, Stickney has been with the Treasury since 1942, when he 
was appointed Technical Assistant to the Chief of the Accounting 
Division in the Office of the Treasurer of the United States. In 
1945 he became Chief Investigator in the Office of the Treasurer. 
He entered Government Service with the Federal Housing Administration 
in May, 1938. 
Born in Lancaster, New Hampshire, June 4, 1909, Mr. Stickney 
attended public schools there. In 1940 he was awarded the degree of 
Bachelor of Commerce Science, Cum Laude, by Southeastern University, 
Washington, D.C., and a year later received his master's degree there. 
Mr. Stickney and his wife reside at 3501 South Dakota Avenue,N.E. 
in Washington. 

0O0 
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JUN 4 1962 

MÊ OEAIID-M TO OFFICE OF FISCAL ASSIST AST SECBBTARY: 

The following transactions were made in direct and guaranteed securities 
of the government for Treasury Investment and other accounts during the month 
of May: 

Purchases #57,229,500.00 

Sales • ••••..,•••••••••••••• 17.320.100.00 

Net Purchases f39,909,400.00 



\ 

TREASURY DEPARTMENT 

WASHINGTON, D.C. 

May T£J î P̂" 

Jon* If, <</ 

FOR IMMEDIATE RELEASE 

TREASURY MARKET TRANSACTIONS IN APRli 

During J^dai. 1962, market transactions in 

direct and guaranteed securities of the government 

for Treasury investment and other accounts 

resulted In net,purchases by the Treasury 
;?<?, ff^ff, &60» 

Department of 

0O0 
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TREASURY DEPARTMENT 

WASHINGTON, D.C. 

June 18, 1962 

FOR IMMEDIATE RELEASE 

TREASURY MARKET TRANSACTIONS IN MAY 

During May 1962, market transactions in 

direct and guaranteed securities of the government 

for Treasury investment and other accounts resulted 

in net purchases by the Treasury Department of 

$39,909,400. 

0O0 

D-518 
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FQS RELEASE A. Me H-M8PAPK-S, Tuesday <ftnie 19, 1962» 

KESSLT3 OF TREASURY'S *n?E-LY BILL OFFSHIRO 

fhe treasury Bepartisent aimottfieed last evening that tbm tenders for two series ef 
Treasury bills, one series to be an additional issue of the bills dated March 22, 1962 
and the other series to be dated June 21, 1962, which mra offered on «fmns 13, were 
opened at the Bedsral Reserve Banks on June 18. Tenders were invited for $1,300,000,9 
or thereabouts, of 91-day bills and for $700,000,000, or thereabouts of lfi2*day bills, 
The details of th«* two series are as follows s 

fieBOE JF ACCEPTED 
COMPETITIYF. BIDSI 

91-day treasury bills 
maturing September 20* 1962 

* ^ ^ P W K / - ^ V \ 
Price Annual Hate 
99.320 a/ 

l82~d_y Treasury bills 
mfa-fing Deee^er 20^ I 

Price 
9t.$9z _/ 

approx* Keit-V, 
Annua! Hate 

2*785* High 99.320 _/ 2.690$ 
te® 99.310 Z.im ' 98.580 ~ 2.809* 
Averse 09.312 2#7a_^ y 1 98,585 2.800$ ^ 
?/ -jscspting 2 tenors totaling H,2O0,O00| fe/ Exerting 2 tenders totaling $250*1 
3 percent of the a»o_Bt of 91~day bills bid f©r at the leu price was accepted 
8 percent at the smm&t of I82*day bills bid for at the low price was accepted 

TOTAL T8SDE-RS APPLUB FOR kW AC€r-'FT-B BI FESEEAL ItSSfRfS DISTRICTS* 

B-atrlgt 
Bcetoa 
New fork 
Philadelphia 
Cleveland 
l&ehi?l©ad 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dftlla-
Saa Franeisco 

TOTALS 

Amslied For 

1,958,235*000 
28,380,000 
!*5,932,00O 
18,969,000 
25,867,000 
223,649,000 
32,616,000 
a,336,(XX) 
36,711,000 
26,709,000 
125,921,000 

Accepted 

if 'UiS*fooo 
896,909,000 
13,380,000 
-Uf932,000 
18,699,000 
21,632,000 
ll48,l4S9,0O0 
26,3b6ffO0O 
13,958,000 
33,179,000 
17,385,000 
42,774.000 

— * * a j m n * * K i»*y/ufuw 1 27,707, 
$2,59,,885,000 11,3^1,843,000 g/ $1,165,316, 

Applied For 
* 5,715,000 

976,921,000 
6,066,000 
25,822,000 
6,878,00) 
9,169,000 
83,884,000 
7,119,000 
7,197,000 
17,316,000 
9,522,000 

,000 
000 

Accepted 

$ 5,nSfooo 
583,1*21,000 
2,698,000 
20,022,000 
2,038,000 
7,177,000 

1*2,204,000 
5,159,000 
5^22,000 
9,0*6,000 
11,522,000 

$700,013,000 | 

e/ Includes $229,036., 000 noneosg>©titiv« tenders accepted at the average price of 99*3H 
y Includes $59,666,00) noncosipetitive tenders accepted at the average price of 98*515 
X/ 0B a coupon issue of the ©arae length and for the same amount invest--, the return a 

thea# bills would rovlde yields of 2•?&:», for the 91~day bills, and 2*881 for th 
l82~day bills. Interest *at©s on biHs are quoted ia terms of bank ^seoant nils 
the r^t^rn related to %h% face amount of the bills payable at maturity rather tfifl 
the amount invested and their length in actual number of days related to a 360-d*j 
yamr* In contrast, yields on certificates, notes, and bond® are eoaip_ted in tens 
of interest on the asio_nt invested, and relate the number of days remaining in SB 
interest paystent period to the actual number of days in the period, with sesdansw 
compounding if more than one coupon period is Involved. 
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TREASURY DEPARTMENT 
WKarasraRtagjg •DJsausicBesiMKr,vt^ ^ n r-. Py.-,.»«,- C T i~, j m»»ll BfWHBMlHWimm—'"*"' 

WASHINGTON, D.C. 

June 18, 1962 

FOR RELEASE A. M. NEWSPAPERS, Tuesday June 19, 1962. 

RESULTS OF TREASURY'S WEEKLY BILL 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 March 22, 1962, 
and the other series to be dated June 21, 1962, which were offered on June 13, were 
opened at the Federal Reserve Banks on June 18. Tenders were invited for $1,300,000,000, 
or thereabouts, of 91-day bills and for $700,000,000, or thereabouts of 182-day bills. 
The details of the two series are as follows: 

RANGE OF ACCEPTED 
COMPETITIVE BIDS: 

91-day Treasury bills 
maturing September 20, 1962 

Approx. Equiv. 
Price Annual Rate 

182-day Treasury bills 
maturing December 20, 1962 

Approx. Equiv. 
Annual Rate Price 

98.592 y 2.785$ 
2.809$ 
2.800$ 1/ 

High 99.320 a/ 2.690$ 
Low 99.310 ~ 2.730$ * 98.580 
Average 99.312 2.721$ 1/ : 98.585 

a/ Excepting 2 tenders totaling $1,200,000; b/ Excepting 2 tenders totaling $250,OCK 
73 percent of the amount of 91-day bills bid for at the low price was accepted 
8 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 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

TOTALS 

Applied For 
$ 50,558,000 
1,958,235,000 

28,380,000 
45,932,000 
18,969,000 
25,867,000 
223,649,000 
32,618,000 
21,336,000 
36,711,000 
26,709,000 
125,921,000 

$2,594,885,000 

Accepted 
44,158,000 $ 
896,909,000 
13,380,000 
24,932,000 
18,699,000 
21,632,000 
148,489,000 
26,348^000 
13,958,000 
33,179,000 
17,385,000 

: Applied For 

« $ 5,715,000 
: 976,921,000 
i 8,066,000 
: 25,822,000 
J 6,878,000 
s 9,169,000 
: 83,884,000 
s 7,119,000 
s 7,197,000 
* 17,316,000 
J 9,522,000 
s 27,707,000 

Accepted 

$ 5,115,000 
583,421,000 
2,698,000 
20,822,000 
2,038,000 
7,177,000 

42,204,000 
5,159,000 
5,422,000 
9,048,000 
4,522,000 
12,387,000 42,774,000 

$1,301,843,000 c/ $1,185^316^000 $700̂ 0_3,'<X)0 d/ 

c/ Includes $229,036,000 noncompetitive tenders accepted at the average price of 99.312 
d/ Includes $59,866,000 noncompetitive tenders accepted at the average price of 98.585 
1/ On a coupon issue of the same length and for the same amount invested, the return on 

these bills would provide yields of 2.78$, for the 91-day bills, and 2.88$ 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 period to the actual number of days in the period, with semiannual 
compounding if more than one coupon period is involved. 

D-519 
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Statement of the Honorable Robert V. Roosa 
Under Secretary of the Treasury for Monetary Affairs 

before Subcommittee No. 1 of the 
House Committee on Banking and Currency 

on H.R. 11654 
Extension of Direct Purchase Authority 

under Section 14(b) of the Federal Reserve Act 
Tuesday, June 19, 1962 - 10:00 a. m. 

Mr. Chairman and Members of the Committee: 

I am pleased to be here today to present the views of 

the Treasury Department in support of H.R. 11654. This bill 

would extend through June 30, 1964, the existing authority of 

the Federal Reserve Banks to purchase directly from the Treasury 

Government debt obligations up to a limit of $5 billion 

outstanding at any one time. The measure is also supported by 

the Board of Governors of the Federal Reserve System. 

Under the Federal Reserve Act of 1913, the Federal Reserve 

Banks were given unlimited authority to purchase Government 

securities either directly from the Treasury or in the open 

market. The Banking Act of 1935 revised this provision and 

required that all Federal Reserve purchases be made in the open 

market. Then, in 1942, the Federal Reserve Banks were again 

given authority to buy securities directly from the Treasury 

subject to the restriction that the outstanding amount of such 

debt should not exceed $5 billion. This authority was originally 

D-520 
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granted through 1944, and has been extended from time to time 

since then. The current authority expires on June 30, 1962. 

Although the direct purchase authority is employed only 

infrequently, and has not been used at all since 1958, its 

continuation is essential because it provides an important 

backstop for Treasury cash and debt management operations. 

Economical management of the Treasury's cash position 

allows the public debt to be kept to a minimum, thereby saving 

interest costs to the Government. For this reason, total 

Treasury cash balances are typically maintained at a level 

averaging only about one-half of one month's expenditures. 

Since receipts and outlays cannot always be predicted with 

certainty, occasions naturally arise when Treasury balances 

decline unexpectedly. The availability of immediate direct 

access to Federal Reserve credit provides a precautionary reserve 

for such unforeseen contingencies that would otherwise have to 

be provided by considerably higher operating balances. 

Furthermore, at times it is highly useful to allow Treasury 

balances to fall to levels considerably below the average. 

For example, for the several days immediately preceding a 

tax payment date, it may be desirable to allow the Treasury's 
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balances to fall to exceptionally low levels prior to the 

large inflow of cash over the tax date. Direct access to 

Federal Reserve credit provides the margin of safety necessary 

if such a practice is to be followed. Otherwise it would 

sometimes be necessary for the Treasury to float additional 

security issues in the market before tax payment dates even 

though the funds would be needed for only a few days, and 

then only as a cushion against unforeseen cash drains. 

Similarly, other occasions may arise when the availability 

of this limited line of credit at the Federal Reserve permits 

desirable flexibility in cash and debt management. For 

example, there may be occasions when Treasury financing 

operations ought to be postponed for a short period because 

of market disturbances. The possibility of direct access 

to Federal Reserve credit increases the Treasury's elbowroom 

in such a situation by making it feasible to let balances run 

down to abnormally low levels for a short time. 

In general, then, the availability of a limited amount of 

direct credit from the Federal Reserve is important, because 

it makes it possible for the Treasury to operate with a lower 
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direct borrowing authority since 1952. It shows that there 

has been only one occasion in the last 8 years on which the 

Treasury did, in fact, borrow directly from the Federal Reserve 

Banks. In recent years the value of the authority has derived 

primarily from its availability to meet unusual circumstances. 

In the normal course of events, the authority might not have 

to be used at all, but its availability is nonetheless of 

considerable importance in providing flexibility in Treasury 

cash and debt management operations. The knowledge that it 

could be drawn upon almost instantly, if needed, has enabled 

the Treasury on countless occasions to plan for a close fit 

between expected outlays and receipts, secure in the knowledge 

that these supplemental funds could be borrowed in the event 

that expenditures should unexpectedly and temporarily outrun 

planned receipts. 

Attachment 
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Direct Borrowing from Federal Reserve Banks 

Calendar Year 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

Days Used 

30 

29 

15 

None 

None 

None 

2 

None 

None 

None 

None 

Maximum 
amount at 
any time 
(millions) 

811 

1,172 

424 

207 

— -

Number of 
separate 

times used 

4 

2 

2 

1 

... 

Maximum 
number of 

days used at 
any one 
time 

9 

20 

13 

2 



STATUTORY DEBT LIMITATION 

A, »f *fey 31, 1962 
JP TREASURY DEPARTMENT 

Fiscal Service 

Washington, June 1 a GA-

f h A tlOQ i °u Sfcoa& Liberty Bond Act, as amended, provides that the face amount of obligations issued under authority 
ot that Act, and the face amount of obligations guaranteed as to principal and interest by the United States (except such guar
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-
uIIV?ti.011 va*ue °* a n v 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 Act of March 13, 1962 (P. L. 87-414 87th Congress) provides for an additional temporary 
increase of $2,000,000,000, which raises the limitation to $300,000,000,000 for the period beginning on March 13, 1962 and 
ending on June 30, 1962. 

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 -

Obligations issued under Second Liberty Bond Act, as amended 
Interest-bearing: 
Treasury bills 

Certificates of indebtedness. 

Treasury notes . 

Bonds -

Treasury 

•Savings (current redemption value). 

Depositary 

R. E. A. series 

Investment series 

Certificates of Indebtedness 

Foreign series 

Foreign Currency series 

Special Funds -

Certificates of indebtedness 

Treasury notes 

Treasury bonds 

$^3.7^6,635,000 
13,5^7,047,000 
65,434,579,000 

75,4-64,673,550 
47,565,424,212 

142,612,500 
24,437,000 

4,756.619,000 

450,000,000 
7fr,919f250 

8,492,650,000 
6,216,123,000 
29,582,524.000 

$122,728,4c1,000 

Total interest-bearing 

Matured, interest-ceased 

Bearing no interest: 

United States Savings Stamps 

127,973,966,262 

524,917,250 

44.291,297,000 
295,518,643,512 

348,661,488 

Excess profits tax refund bonds 

Special notes of the United States 

Internat'l Monetary Fund series 

Internat'l Develop. Ass'n. series 

Inter-American Develop. Bank series. 

Total 

53,573,520 
729,200 

2,648,000,000 
115,304,400 
55,000.000 

Guaranteed obligations (not held by Treasury); 

Interest-bearing: 

Debentures: F. H. A. _ D C Stad. Bds 

Matured, interest-ceased 

Grand total outstanding 

^29,349,450 
728,000 

2.372.607.120 
296*739,912,120 

w7r+50 

Balance face amount of obligations issuable under above authority. 

$300,000,000, G< 

299.169,959, :?i 
830,010,43c 

Reconcilement with Statement of the Public Debt 

(Daily Statement of the United States Treasury, _ 

i--a.y ?!. 196? 
(D*t^) 

Outstanding -

Total gross public debt 

(Date) 

Guaranteed obligations not owned by the Treasury 

Total gross public debt and guaranteed obligations 

Deduct - other outstanding public debt obligations not subject to debt limitation 

299,l73,?40,i;i 
430.077M 

299,604,017,605 
434.028.91 

299,169,939^ 

D-521 
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STATUTORY DEBT LIMITATION 
A*„< Hay 31, 1962 

TREASURY DEPARTMENT 
Fl.cai Service 

Washington, J u n e 1 8 , 1 9 6 2 

authority 
guar-

_ v ,000 
(Act df 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 increased by $13,000,000,000. The Act of March 13, 1962 (P. L. 87-414 87th Congress) provides for an additional temporary 
increase of $2,000,000,000, which raises the limitation to $300,C" ~~"* """ '"" ~L J L ''""' .-—-t. .* .«•-. -_J 
ending on June 30, 1962. 

,000,000,000 for the period beginning on March 13, 1962 and 

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 -
Obligations issued under Second Liberty Bond Act, as amended 
Interest-bearing: 
Treasury bills 

Certificates of indebtedness. 

Treasury notes 

Bonds -

Treasury. 

•Savings (current redemption value). 

Depositary_ 

R. E. A. series 

Investment series 

Certificates of Indebtedness 

Foreign series 

$43,746,835,000 
13,5^7,047,000 
65,434,579.000 $122,728,461,000 

75,^64,673,550 
47,565,^24,212 

142,612,500 
24,437,000 

4,756,619,000 

Foreign Currency series 

Special Funds -

Certificates of indebtedness 

Treasury notes 

Treasury bonds 

450,000,000 
7^1919,250 

8,492,650,000 
6,216,123,000 
29.5S2.524.Q0Q 

Total interest-bearing 

Matured, interest-ceased 

Bearing no interest: 

United States Savings Stamps 

Excess profits tax refund bonds 

Special notes of the United States 

Internat'l Monetary Fund series 

127,973,966,262 

524,919,250 

44.291.297.000 
295,518.643,512 

348,661,488 

Internat'l Develop. Ass'n. series 

Inter-American Develop. Bank series. 

Total 

53.573,520 
729,200 

2,648,000,000 
115,304,400 
55,000,000 

Guaranteed obligations (not held by Treasury): 

Interest-bearing: 

Debentures: F. H. A. _ D C Stad. Bds 

Matured, interest-ceased 

Grand total outstanding 

^29,349,450 
728,000 

2.372.607.120 
298,739,912,120 

430,077,450 

Balance face amount of obligations issuable under above authority. 

$300,000,000,000 

299.169.989.570 
830,010,430 

Reconcilement with Statement of the Public Debt 

(Daily Statement of the United States Treasury, _ 

Kay 31 .196? 
May 3l,

(DKfe 
Outstanding -

Total gross public debt 

(Date) 

Guaranteed obligations not owned by the Treasury _ 

Total gross public debt and guaranteed obligations 

Deduct - other outstanding public debt obligations not subject to debt limitation 

299.173,940,159 
430.07 V. 4'SO 

299,604,017,609 
434.028.0>; 

299,169.989,570 

D-521 
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fhe present aetiotMby Custoia_Ji8 being takenWcauae It appears 

that the flow of pirated books has risen to tfc* point where the 

Government is justified in taking acrose-the-board action to 

enforee the copyright law, even though copyright owners nay not 

have protactad their copyrights fully my recording them with 

Customs. Books found to tea in violation of the copyright law 

will be seized by Customs and destroyed. 

Conmissloner Nichols recommends,especially to college 

students, that no more books be ordered from Taiwan and 

Hong Kong, 

0O0 
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C O M S & S S I O M * of Customs Philip licttols* 3r..$ te» totiM. totieft 

under the copyright and customis laws to. stem the tlow of pirated 

books into the toited -States. The Commissioner has Instructed 

Customs officer® to detain all books In the English language 

__4>ovt#d tvoat fslwsn and long Kong until It can .fee determliifd 

whether their Sjsportation would.be in violation of the copyright 

law, 

Bacentiy it has been found that siany books written and 

copyrighted in the Salted states are being s_nlawf ully^ vmprodmm& 

A~t P&fC t .5 HOCU £,o ̂  £?i T&4~to 
in Taiwan and Hong Kong and shipped to th§ felted States for sale^ 

h large number of thmmm mm college taxt books. 

Coi-missloner Slahols said that pirated copies of A-tarieaa 

books have succeeded In entering the United States pwiMmVtVLr 

because the Aaarlean copyright owners failed to record.with 

n 7(4 ?: t -x _. /vt t 

V-S2& |?^7sf7^i' Pi: tl r r. 
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TREASURY DEPARTMENT 

WASHINGTON, D.C. 

June 18, 1962 

IMMEDIATE RELEASE 

CUSTOMS COMMISSIONER ORDERS 
PIRATED BOOKS DETAINED 

Commissioner of Customs Philip Nichols, Jr., has taken 
action under the copyright and customs laws to stem the flow 
of pirated books into the United States. The Commissioner 
has instructed Customs officers to detain all books in the 
English language imported from Taiwan and Hong Kong until 
it can be determined whether their importation would be in 
violation of the copywright law. 
Recently it has been found that many books written and 
copyrighted in the United States are being unlawfully 
reproduced in Taiwan and Hong Kong and shipped to the 
United States for sale at prices much lower than the American 
publishers' prices. A large number of these are college text 
books. 
Commissioner Nichols said that pirated copies of 
American books have succeeded in entering the United States 
primarily because the American copyright owners failed to 
record their copyrights with the Bureau of Customs. 
The present action is being taken by Customs because it 
appears that the flow of pirated books has risen to the 
point where the Government is justified in taking across-the-
board action to enforce the copyright law, even though copy
right owners may not have protected their copyrights fully 
by recording them with Customs. Books found to be in violation 
of the copyright law will be seized by Customs and destroyed. 
Commissioner Nichols recommends, especially to college 
students, that no more books be ordered from Taiwan and 
Hong Kong. 

D-522 

0O0 
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tesiasd afreets* if* hmt(9»$ stert-si^tM l«w£*rtt 

of business or Uterr pursue limited special int^rssta 

to the mmtmimm of the national interest, the mtmm& 

xmm of te_«MM»lcr and lattrafttiesitt **o_m&** will 

sae to it that taft* gains are stert-liva€# and they, 

as mXX as the nation, will have lost sowfchiiig of 

lasting mSm. «~ our stisateglo position iti Wmm World 

•»fi»4ty, toeimtft 4*v«XafN-*m* and its traits and 

papierta syvtsoi*.. 

If, on the other land* ^ *U set in tlie publie 

interest* we can em^M&mtXw^^mt that our 

pa-Mam -*-* both in the ha&anoe of ptQMtttts area and 

in our doniKSti-t eeonosty — will pmim mmmmXm to 

solution, meat that the solutions to both will not mm 

In mmmtHot* tat will harw>nise to provide greater 

prosperity at home and an extension of the frontiers 

of fvaftto* anil saemlty ttooift. 

0O0 
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It will require cooperation by government, business, 

labor and the financial sectors of our society if 

we are to meet our problems at hone and abroad 

without resorting to unnecessary monetary or other 

restrictions. 

Without question, at least for the next twelve 

months, some self-restraint and possibly some 

sacrifice is called for to avoid excessive wage 

or price increases at this very sensitive time 

when our economy ia moving toward full employment 

and an equilibrium in our balance of payments. This 

means, in blunt terms, that both management and labor, 

acting on a voluntary basis, should content themselves with 

somewhat less than they believe the market will bear. If 

they do so, and price stability is maintained, we can expect 

the measures we haws taken and will tales to have the 
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in this area would do to our payments position, fhile 

there is no great danger of inflation at present, we must 

not forget for one instant that continued price or wage 

increases beyond average productivity gains could 

represent a real threat to our international economic 

position. A higher export level is dependent on price 

stability. Excessive price rises could do serious 

damage by reducing our snare of trade ia world markets. 

The President's Council of Economic Advisers 

has already laid down valuable guidelines for 

evaluating the significance of productivity in wage 

increases. These merit careful attention * 
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This brings me to the final mm4 perhaps the tffeii* 

most important point Ifhave to make to you«« That # i» mint 

is simply this? all our efforts to restorePiee or wags 

international stability will betundermined-Bif*we 

are unable to continue to maintain ,r#a#@iiaMe. price * 

stability. 

European baaksrs today are, aware;of this*tetany 

are not seriously concerned today about our fiscal •,,,. 

policy provided it is,disciplined and controlled and 

is not allowed to contribute to an inflationary surge. 

fnsy do, however, have considerable ©onoern over our 

capacity to maintain price stability, and what failure 
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help wh#rt it can* the primary responsibility for 

this escpannion will depend, in the end* upon the 

imginatioii, ability and snaggy of the taerlom 

buslBSsaiasn. tJpon their ability to increase the 

efficiency of their own manufacturing, distribution 

and research and development, the future of the 

international position of the United States prtiiarlly 

defends, 

In the faeo of the excellent recovery mid the 

promising outlook for the eos-tazfty* m e-«n take great 

satisfaction in the fact that there has been 

substantially no inflation. Prices have resaained 

•virtually stable, sad. both industrial .and wholesale 

pries indices have actusUy dnelin#d. The consumer 

price indeac rotm about one pmr osaat during the 

recovery, but most of this reflected the increasing 

east* of aewiess rrather than goods.. 
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What this insurance amounts to Is a network of 

67 private ins-ranee companies, working in cooperation 

with tho U.S. Export-Import Bank, a government agency, 

to write policies covering both political and commercial 

export credit risks. The Bank underwrites tho political 

risks and shares with the pool the coca_ercial risks. 

Hundreds of exporters have already taken out Insurance 

binders totalling hundreds of millions of dollars, and 

hundreds more have requested detailed information on 

the program. As time goes on, this can be expected to 

have an increasing effect on our overall export level, 

and is particularly important in encouraging now firms 

to enter the export field. 

In summary, then, increasing our trade 

surplus is the most promising way of solving our 

balance of payments problem. While government will 



i : r -

- 37 -

The gaverniiseat is initiating other asasures 

to fulfill its responsibility to eoope»te with 

business in efforts to expand saKperts* sad to ra_d§e 

sore thnt this will be bott* a successful and m 

profitable enterprise. At prwewt the eoaiserse 

Departi-#nt has greatly iitersased its llwtlfig ef 

export trade 0pBor%anitles# a^id the publication and 

distribution of these -e£#Mrtanifei#* hms teeef* widened. 

Even sore iatsortmiit is the new «xper% credit 

insurance system* which *swt into ##fee% early ftiif 

y**_». trough this, Ibssricafi snorters tot the 

first tin* can avail theaiselws of issstrsneo and 

guaraatee benefit® eojm^rawle to that provided their 

rorelgn competitors. Later this yeats when siedlum-term 

irt^mwamom becoiaes available* the ^roteetlon afforded 

exporters will be even greater. 
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than other alternatives, such as the various 

forms of accelerated depreciation, la that it 

offers a maximum of stimulus to modernization 

for each dollar of tax revenue lost. 

The proposed investment tax credit to stimulate 

-toderaiaatiott ia linked with tho Treasury Department's 

administrative program for overall revision of 

guidelines and procedures affecting depreciation 

of equipment — a program which we will announce 

early next month. These two programs ~~ depreciation 

revision and the investment credit — will give our 

businessmen and farmers using substantial quantities 

of machinery and equipment a tax treatment which is 

on a par with that received by their major foreign 

competitors. 
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used in his business. We are attempting to have 

that increased to eight per cent, but the important 

thing is that this measure — too often misunderstood 

in the business community — is a really effective 

tool in assisting business to modernize to meet foreign 

competition. 

The importance of the need to modernize to meet 

foreign competition was underlined in the recent 

episode over steel prices. If you recall, that was 

the reason given for seeking the price increase. There 

are other ways of financing modernization besides price 

increases however, ways which would not damage the 

economy as widespread price increases might. 

The Investment credit is one of them, and an 

essential one. It is far more effective and efficient 
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Export trade offers today, as never before, 

a new frontier for toarican business, comparable 

to the data when our own mighty internal market 

was developing ma expanding. Sow is the tins for 

AaerleSQfi business, which has used its cd_#etltlve 

ability and resources to hslp this nation develop 

the highest standard of living ®n the face of the 

earth, to use that mmm talent, drive and enterprise 

to maintain our position as the greatest trading 

nation in the world. 

This new competitive frontier for American 

producers means they will have to have cooperation 

from go^rraent, and we are making every effort to 

provide that cooperation. 
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oriented market, and which may look upon exports 

from the United States as a disturbing aad 

threatening influence. 

Now la obviously the time to deal with tho 

COBBBGII Market ~~ and with other nations — on the 

vital question of mutual tariff reduction, mutual 

tariff reduction now will require some roadjus^ent 

on our part* and tho program provide® mt assisting 

those workers and those industries which will be 

obliged to adjust to the imports that will result 

frost lower tariffs. The important thing, however, is 

to see to it that American goods are in from tho 

bsginaing, and la torso, ia the new and growing 

markets of Western Europe. 
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European markets at this critical time when new 

trade patterns are being evolved, when now customers 

are forming preferences, we may find ourselves at 

some later date unable to regain that access, no 

matter what concessions we may be prepared to offer, 

because the pattern may have been set without us. 

This goes much deeper, of course, than customer 

preferences. It encompasses the whole range of 

business relationships, both here and abroad. Firms 

will be either geared to deal with the United States, 

or not. Furthermore, the more we allow this new 

pattern to be set without us, the more difficulty we 

will have in dealing w^Lta a Europe whose own special 

interests will have become accustomed to a Europe-



basic reason behind President Kennedy's trade program. 

The fantastic growth of Western Europe in the last 

decade has created vast now markets for just the 

kind of goods that our own manufacturers are so 

skilled and experienced in producing, lew oars, 

new highways, new shopping centers, new suburban 

developments — all these are characteristic of the 

rapidly expanding European scene. As the Common 

Market takes in new members, and as this soli ^stimulating 

growth continues, these markets will grow also* 

It is essential for the maintenance of United 

states export trade that we have a part in this 

future. If we fail to maintain our access to 



driving enterprise of American business to this 

task. 

Our Job «*~ yours and mine — is to make every 

mmm\ to urge that each of them give sorious 

expand export production, not only tmw their own 

profit — and export trade can be highly profitable -

but oven more important, for tho profit of their 

country, and for the important contribution a 

higher export level will make to tho international 

stability of the dollar. 



to Improving our balance of payments situation, 

and that is why President Kennedy places such stress 

on it. That is why he has asked businessmen to 

cooperate, by forming a balance of payments group in 

the IS. s. Chamber of Commerce, and another in the 

Business Council. These, as well as a number of 

similar groups already in existence, are important in 

finding now ways to expand exports, and in improving 

the old ways* fas revival of the wartime "£" flags 

for those industries making a significant 

contribution to our program of export expansion is 

another step in tho campaign to raise American exports, 

and particularly to find ways to bring tho creative, 
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quality that will assure the expanding trade surplus 

the nation requires. 

If, for instance, we could have doubled our 

commercial export trade surplus last year, we would 

have wiped out our payments deficit and replaced it 

with a small surplus. 

Doubling our export surplus may sound like an 

impossible job, but actually, since the surplus on 

non-U. S. financed exports totalled $3 billion, it 

would have required only a 15 percent Increase in 

overall exports to achieve that result — assuming 

a constant Import level. 

.hat need to expand exports is the real key 
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wipe out our deficit without weakening our national 

security position overseas, diminishing our vital 

role in helping the growth of the developing countries 

of the Free World, or inhibiting U. S. business in its 

legitimate and proper investment activities abroad. 

It is to the American businessman that the 

nation must look to provide this trade surplus on 

which our international position depends. For, in the 

final analysis, It is the American businessman — on 

the land, in the plant, or In the channels ef 

distribution — who must sell U. S.-made products 

and services abroad and at home in competition with 

foreigners on a scale, at a price, and with the 
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operations of their own foreign branches and sub

sidiaries, instead of relying as heavily as they do 

on the easy alternative of seeking funds from 

familiar American sources. 

I might also add, in a similar vein, that 

U. S. businesses operating abroad should not neglect 

to fully explore possibilities for procuring their 

supplies, equipment, and services from American 

sources en an economical basis. 

Finally, we come to the most important aspect 

of our balance of payments program — the development 

of commercial exports of U. S. goods and services in 

quantities sufficient to assure an Increasing trade 

surplus. Only an increasing trade surplus will 
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I should add that the full benefits of this 

removal of restrictions on the free flow of oapital 

by other countries in the Free World can only be 

achieved if U. S. businessmen themselves voluntarily 

encourage the sort of response that is necessary. 

It is, for example, important to the nation and to 

American firms themselves, to encourage Increasing 

interest in Investing in American securities and in the 

American capital market by European institutions and 

individual Investors. The shares of major American corporatii 

should be listed on foreign stock exchanges, particularly 

in Europe and Japan, in greater numbers. American firms 

might also explore and seek out more fully opportunities 

for borrowing abroad, especially in support of the 
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It Is important to tho sound development of 

tho European countries — whose surpluses are tho 

counterpart of our deficits — that they expand 

and improve their own capital and savings markets, 

and make every effort to remove the many restrictions 

which burden these markets mmm. inhibit the movement 

of funds Into investment in other countries and 

areas, This will prmwk&m a sound basis for future 

European expansion, while at tho same time removing 

a drain on 0. S. capital which contributes to tho 

deficit in our balance of payments. It will also 

create increased opportunities for tho flow of European 

funds into increased direct and portfolio Investment 

Into other parts of the Free World including the 

Halted States. 
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international monetary system. Among the indirect 

ways is the opening up of European capital markets. 

There has lately mmmm ma increasing tendency for 

Europeans and others, governmental bodies and 

private businesses, to gravitate toward the United 

States in the search for new capital. This is 

natural. Our capital markets have played an 

important role ia the industrial and economic progress 

of our nation, and they now offer an economical and 

highly reliable market for foreign governments and 

concerns seeking investment funds. 

. If* have neither the desire nor the intention 

to take ti^ action which would inhibit the free flow 

of capital between nations. 
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mark, with almost $60 million from France and the 

recent arrangement for payment from Italy in July 

of $178 million. Last year's military receipts ran 

about $400 million, aad with debt prepayments of 

almost $700 million, provided more than a billion 

dollars in international receipts. This year we expect 

to exeesd that overall total. The willingness of 

our allies to make those contributions to improvement 

of our payments situation alas provides a basis for 

tho broader questions of a more equitable sharing 

of the cost of defending and developing tho &tmm 

World. 

There are other ways ia which cooperation can be 

used to increase the efficiency and stability of the 
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earlier, by their increased military procurement 

in the United States, and second, by prepayment 

of debts owed to the United States. 

In the case of the Federal Republic of Germany, 

our receipts from military sales are being raised 

to the point where the $700 million balance-of-payments 

impact of gross U, S. defense expenditures in foreign 

exchange in that country will be completely offset 

this year. Similar arrangements will be sought 

wherever practicable with our other major allies. Our 

objective, as I noted earlier, is to achieve a total 

in military cash receipts of $1.2 billion this year. 

Debt prepayments scheduled for this year are 

already approaching the quarter-of-a-billion-dollar 
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nations that while tho primary responsibility fear 

ending our payments deficit rests with the United 

States, the cooperation of other nation® is 

essential to tho success of our efforts, mm^ that 

our success is just a® vital to those other nations 

as It is to the United States. 

The greatly increased international cooperation 

has considerably improved the ability of the major 

industrial nations to prevent or cope with the 

threat of sudden disruptive flows of short-term 

capital. In addition, it has given rise to an even 

more important manifestation, which ha® been largely 

overlooked. I refer to two areas in which our allies 

are 'Alm%n% directly in our of forts to reduce our 

balance of paymonts deficit: first, as I mentioned 
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commercial bank credits to Japan, largely to finance 

II* S. exports. Ws are happy to see our exports 

rise, and we should recognize that money borrowed 

to buy exports is a useful form of extension of 

credit. 

One of tho signs of our progress is the 

increasing atmosphere of international cooperation 

which is perhaps the most important single factor 

currently aiding our efforts. This attitude is 

based on the realisation teat It is not merely the 

united States payments position that is involved, 

but the trade and payments system of the Free World 

which is based, in large part, on the soundness of 

the dollar. There is a growing awareness in other 



a disruptive influence in 1966, and witieh had 

played susfe an _S9ortsnt veXe In ttis suddet* worsening 

of foe situation late- in i960. 

This lack ef speculation reflected the sneh 

Improved atmosphere of international financial 

C0ope:rmtioii, and the speculators* belief that 

such eoo^ermtiim, would thwart attests to profit 

»y ejaculating in the intemetioiial wnsy Hufeets. 

Also, the kmtmmmti,-®ml interest rate 

differentials that encouraged large rnxmnttnts of 

$hort~tem funds in i960 lmm» less i»ronouneed in 

19^1* in soul© asms, due in pert to this 

cooperation* 

Of the 11,4 billion in recorded u. S* private 

capital outflow in 1961, almost half represented 
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So much for the attack upon the elements 

that have contributed most substantially to mv 

basic balance of payments deficit In recent years. 

Let us look for a moment at a more mysterious area — 

short-term capital movements. 

kast year the dollar outflow from whort*term 

capital and unrecorded transactions totalled $1.9 

billion, almost as great as In the preceding year, 

i960. But it Is precisely here that the importance 

of the form of this laovament is demonstrated. While 

the overall figures are nearly the same, close 

analysis reveals that the underlying causes of 

much of the short-term flow in 1961 were considerably 

different from those of i960. There was an absence 

of the speculation against the dollar which had hmmn 
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progress already made. There is still the short-term effect 

on our balance of payments of long-term private investment 

abroad by U, S. companies. The government does not 

wish to interfere with the free flow of that investment, 

where it is based on practical business and competitive 

considerations ©f a long-term nature rather then short-

term desires to avoid U.S. taxes. 

The proposed tax bill would limit certain existing 

special tax preferences which favor investment and 

earnings by American citizens and corporations outside 

the United States, thereby encouraging the repatriation 

of these earnings and discouraging outflows primarily 

motivated by tax considerations. This proposal would 

result, among other things, in iisproving our balance 

of payments position* 
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abroad. This ratio , however, is lower in recent 

aid commitments; the objective is to get it down 

to one dollar in five. 

Furthermore, the cost of our military aid is 

being increasingly offset by military 

procurement by our allies through purchases from 

the United States. This year, for instance, our 

military expenditures will be offset by about $1.2 

billion in military receipts, a sharp increase over 

last year. This will reduce by more than a third 

the impact on our balance of payments of our defense 

expenditures overseas. 

So much for the balance of payments impact of 

our foreign aid and defense spending. Our efforts 

in both areas are continuing, to expand the significant 
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factor — causes the defieit. The deficit is the 

result of all the different payments and receipts, 

and no single one of them by itself can be pointed 

to as the cause of our problem. Thus, it would be 

possible to have a deficit without any defense 

expenditures abroad, or to continue defense expenditures 

abroad on a scale adequate for our security and still 

eliminate the deficit — which is just what we plan 

to do. 

We have sought to reduce the deficit by reducing 

or offsetting the impact of governmental expenditures 

outside the United States for aid and defense. 

The use of U. S. goods instead of dollars in foreign 

aid is being maximized to reduce the effect on 

our balance of payments, and at present only about 

one aid dollar out of every three is being spent 
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This raises properly the question — why does 

the United States hs^rn a deficit at all? Since 

the balance of payments is made up of a number 

of different categories of payments and receipts, 

one might say that if exports were higher we would 

have no deficit, or if there were less long-term 

private U. S, capital investment placed each year 

in other countries we would have no deficit, or 

if imports were lower we would have no deficit, and 

so on. 

The deficit is frequently blamed on the cold 

war, m^ pointing to our defense expenditures abroad, 

which last year had an Impact of nearly $3 bilHoa 

on our balance of payments position. 

But that does not mean that 0, S. defense 

spending abroad alone — or Indeed, any one single 
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But the essential factor is the confidence others 

have in our currency, and in the health and competitive 

efficiency of our economy, and gold can never be a 

substitute for that confidence. The way to 

maintain this confidence and arrest the gold outflow 

is to reduce and eliminate our balance of 

payments deficit. 
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quite possible this year that there will be improvement 

in our payments position, without improvement in our 

gold position. Indeed, our deficit may turn out 

to be lower, and yet we could lose more gold. 

We are convinced beyond the shadow of a doubt 

that it is absolutely essential that the dollar be 

maintained in a fixed relationship to gold and that 

we continue to offer gold for sale at the fixed price 

of $35 an ounce. 

At present we have roughly 40 percent of the 

gold reserves of the Free World, and these reserves 

are important to maintaining confidence in our 

currency and in assuring the continued smooth 

functioning of the international monetary system. 



- 9 -

So far this year the reduction in our balance of 

payments deficit has continued. Compared to last 

year's $2.5 billion, to date this year it has run 

at an annual rate of about $1.5 billion. Our target 

is the elimination of the deficit entirely, and we 

hope to reach that by the end of next year. Whether 

we will or not depends upon too many factors to 

make any definite promises, but I will give you my 

assurance that the United States Government will 

continue to do everything in its power to restore an 

equilibrium. 

Our gold losses so far this year are greater 

than they were for the same period last year, despite 

the improvement in our payments position. This 

is partly the result of a shift in dollars among 

countries abroad, to those countries which traditionally 

hold gold rather than dollars in their reserve. It is 
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nothing alarming in this situation, but it emphasizes 

the considerable importance of the confidence of 

foreign central bankers in the dollar an4 of their 

willingness to hold dollars rather than convert them 

into a call on our gold reserves. 

When President Kennedy took office, he 

immediately began a vigorous program to reduce and 

eventually elimiaate the deficit in our balance of 

payments, and initiated a series of measures to 

build up confidence in mmd protection for the dollar* 

The near-crisis of confidence in the dollar of 

late 19^0 was soon dissipated, and the improvement in 

our position during 1961 was significant. The overall 

annual deficit was cut by a third, from #3.9 billion 

In i960 to $23 billion in 1961, and the gold outflow 

was cut in half. 
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late in the Fifties the deficit rose sharply. Fmr 

the past four years our deficits have averaged almost 

$3.5 billion a year, of which almost $1.5 billion per 

year resulted in gold losses. Also, late in 1960, 

speculation, often in the background *of the international 

exchange markets, became a factor. This speculation, 

combined with an outflow of short-term capital from 

the United States by those who found they could get a 

greater interest return in other than dollar investments, 

greatly increased the deficit, to a level of almost 

$4 billion. About $1.7 billion of this deficit was 

reflected in gold withdrawals. 

This piling up of deficits year after year, and 

the loss of gold by the United States, represents 

the disequilibrium in the international payments 

system which must be corrected. There is 
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exports increased, and American investment funds 

flowed in, began to experience a steady rise in 

its balance of payments surpluses. Those surpluses, 

of course, were in large part the counterpart of 

our deficits. 

It is not surprising, then, that all during the 

Fifties, the United States balance of payments position 

was in deficit, with the exception of 1957, when the 

closing of the Suea Canal temporarily raised our 

export level to a very high point. 

Early in the 1950»s the deficits averaged only 

about a billion dollars a year, and were not 

accompanied by any appreciable net reduction ia our 

gold stocks, because other nations were more than happy 

to rebuild the low level of their dollar reserves. But 
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The result of the European recovery and expansion 

and a similar development in Japan was that the 

United States now had rival producers of exports to 

the remainder of the world. This new competition for 

exports — combined with the increase in the amount 

the United States imposed from these nations — put 

pressure on our trade surplus by squeezing it from both 

ends. At the same time our necessary foreign aid and 

overseas defense expenditures were mounting, American 

private capital was starting to flow abroad in 

increasing amounts, particularly into Canada, Western 

Europe, Japan, and to oil producing areas, to take 

advantage of inviting opportunities there for long-

term direct investment. 

The result of all this was toeChange the United 

States balance of payments position from surplus to 

deficit. Western Europe, on the other hand, as 
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The second development was the emergence of the 

Cold War. This meant that the United States, in order 

to maintain not only its own security but that of its 

allies, was obliged to maintain troops, bases and 

military assistance programs abroad, which, like its 

aid programs, increased United States payments to 

other nations without any corresponding increase in 

receipts. 

The third development resulted from the 

economic recovery and growth of Western Europe in the 

last decade. The European integration movement 

Increased the momentum of this growth, and with 

the development of the Common Market, Western Europe 

has become a center of prosperity, with a promise for 

the future even brighter than the past. 
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This adtas*l*s brought about mm ^dollar ites-tage,11 

and this mm a smmm of §gpeat eoaaosm to economists and 

respoiislbis of:espials for _sssy years after the war, 

Ite problem tea* mat only how to maiiitali* isaftots 

for:- our goods km eoumtrSaa which had no i^r of oVfeauUiiiig 

am adequate awmat of dollar with which to purchase them* 

but to give wettaas Surope the vital pm®$mmtm pmm? 

needed to i^buiM its femte-tgrlea. 

Ties pveA&sjg tiMm was exactly tte opposite of the 

problem now, fije chants im»s2ted from three major 

dsvel^pi^nts. 

The first was the dtelaion of the United States 

to shoulder a lis^vy share of the burden of the 

reconstruction and ^^elopsent of the Free World. 

This decision, as ?m knew, bepm with aid to 0ree*ie 

and Turkey,and grew into the Marshall Plan of aid to 

Europe, m-ommte aid to the emerglitg nations was tte 

next step and it remains today*, a eo-jners$oaa of our 
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necessarily, the solution of the problem will m&mmi 

heavily upon the efforts of the American businessman who 

has an important — indeed, an indispensable — role 

to play. So, it deserves our attention today. 

(Mr balance of international payments is nothing 

more than, the balance — either net surplus or net 

deficit — between the payment- and receipts during 

a given period between the United States and the 

remainder of the world, 

3-smediately after World War II when much of 

atorepe's Industrial capacity had been reduced to 

rubble, the United States was left as the only major 

nation with its industrial capacity intact. He 

exported vast quantities of goods to the rest of the 

world — a world which, except for raw materials, did 

not ship very much back to us. 
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REMARKS BY THE HOxNORABUE HENRY H. FOWLER, 
UNDER SECRETARY OF THE TREASURY, AT THE 
COMMERCE DEPARTMENT REGIONAL CONFERENCE, 
DINKLER-PLAZA HOTEL, ATLANTA, GEORGIA, 
WEDNESDAY, JUNE 20, 1962, 1:30 P.M., _3>T 

BUSINESS AND THE BALANCE OF PAYMENTS 

Scarcely five years ago most people in the United 

States were unacquainted with the term "balance of 

payments.M 

Today the United States balance of payments is 

a major problem. Our place in world affairs, our 

Free World security and development program, the 

Free World trade and payments system — all depend 

upon a solution of our balance of payments problem. 

We are determined to solve it. We are making significant 

progress. But we are well aware that for the foreseeable 

future all our national and international policies will 

have to take account of our balance of payments position. 
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REMARKS BY THE HONORABLE HENRY H. FOWLER, 
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COMMERCE DEPARTMENT REGIONAL CONFERENCE, 
DINKLER-PLAZA HOTEL, ATLANTA, GEORGIA, 
WEDNESDAY, JUNE 20, 1962, 1:30 P.M., EDT. 

BUSINESS AND THE BALANCE OF PAYMENTS 

Scarcely five years ago most people in the United States 
were unacquainted with the term "balance of payments." 

Today the United States balance of payments is a major problem. 
Our place in world affairs, our Free World security and development 
program, the Free World trade and payments system — all depend 
upon a solution of our balance of payments problem. We are 
determined to solve It. We are making significant progress. But 
we are well aware that for the foreseeable future all our national 
and international policies will have to take account of our balance 
of payments position. 
Necessarily, the solution of the problem will depend heavily 
upon the efforts of the American businessman who has an important — 
indeed, an indispensable — role to play. So, It deserves our 
attention today. 
Our balance of international payments is nothing more than the 
balance — either net surplus or net deficit — between the payments 
and receipts during a given period between the United States and 
the remainder of the world. 
Immediately after World War II when much of Europe's 
industrial capacity had been reduced to rubble, the United States 
was left as the only major nation with its industrial capacity 
intact. We exported vast quantities of goods to the rest of the 
world — a world which, except for raw materials, did not ship 
very much back to us. 
This situation brought about the "dollar shortage," and this 
was a source of great concern to economists and responsible 
officials for many years after the war. The problem was not only 
how to maintain markets for our goods in countries which had no 
way of obtaining an adequate amount of dollars with which to 
purchase them, but to give Western Europe the vital purchasing 
power needed to rebuild its Industries. D-523 
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The problem then was exactly the opposite of the problem now. 
The change resulted from three major developments. 

The first was the decision of the United States to shoulder 
a heavy share of the burden of the reconstruction and development 
of the Free World. This decision, as you know, began with aid 
to Greece and Turkey, and grew into the Marshall Plan of aid to 
Europe. Economic aid to the emerging nations was the next step 
and it remains today, a cornerstone of our foreign policy. 
The second development was the emergence of the Cold War. 
This meant that the United States, in order to maintain not only 
its own security but that of its allies, was obliged to maintain 
troops, bases and military assistance programs abroad, which, 
like its aid programs, increased United States payments to other 
nations without any corresponding increase in receipts. 
The third development resulted from the economic recovery 
and growth of Western Europe in the last Decade. The European 
integration movement increased the momentum of this growth, and 
with the development of the Common Market, Western Europe has 
become a center of prosperity, with a promise for the future even 
brighter than the past. 
The result of the European recovery and expansion and a 
similar development in Japan was that the United States now had 
rival producers of exports to the remainder of the world. This 
new competition for exports — combined with the increase in the 
amount the United States imported from these nations — put 
pressure on our trade surplus by squeezing it from both ends. At 
the same time our necessary foreign aid and overseas defense 
expenditures were mounting, American private capital was starting 
to flow abroad in increasing amounts, particularly into Canada, 
Western Europe, Japan, and to oil producing areas, to take 
advantage of Inviting opportunities there for long-term direct 
investment. 
The result of all this was to change the United States balance 
of payments position from surplus to deficit. Western Europe, on 
the other hand, as exports increased, and American investment 
funds flowed In, began to experience a steady rise in its balance 
of payments surpluses. Those surpluses, of course, were In large 
part the counterpart of our deficits. 
It Is not surprising, then, that all during the Fifties, 
the United States balance of payments position was in deficit, with the 
exception of 1957, when the closing of the Suez Canal temporarily 
raised our export level to a very high point. 
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Early in the 1950!s the deficits averaged only about a billion 
dollars a year, and were not accompanied by any appreciable net 
reduction in our gold stocks, because other nations were more than 
happy to rebuild the low level of their dollar reserves. But 
late In the Fifties the deficit rose sharply. For the past four 
years our deficits have averaged almost $3.5 billion a year, of 
which almost $1.5 billion per year resulted in gold losses. Also, 
late in i960, speculation, often in the background of the 
international exchange markets, became a factor. This speculation, 
combined with an outflow of short-term capital from the United 
States by those who found they could get a greater interest return 
in other than dollar investments, greatly increased the deficit, 
to a level of almost $4 billion. About $1.7 billion of this 
deficit was reflected in gold withdrawals. 
This piling up of deficits year after year, and the loss of 
gold by the United States, represents the disequilibrium in the 
international payments system which must be corrected. There is 
nothing alarming in this situation, but it emphasizes the 
considerable importance of the confidence of foreign central 
bankers In the dollar and of their willingness to hold dollars 
rather than convert them into a call on our gold reserves. 
When President Kennedy took office, he immediately began a 
vigorous program to reduce and eventually eliminate the deficit in 
our balance of payments, and initiated a series of measures to build 
up confidence in and protection for the dollar. 
The near-crisis of confidence in the dollar of late i960 was 
soon dissipated and the improvement in our position during 1961 
was significant. The overall annual deficit was cut by a third, 
from $3.9 billion in i960 to $2.5 billion in 1961, and the gold 
outflow was cut in half. 
So far this year the reduction in our balance of payments 
deficit has continued. Compared to last year's $2.5 billion, to 
date this year it has run at an annual rate of about $1.5 billion. 
Our target is the elimination of the deficit entirely, and we 
hope to reach that by the end of next year. Whether we will or not 
depends upon too many factors to make any definite promises, but 
I will give you my assurance that the United States Government will 
continue to do,everything in its power to restore an equilibrium. 
Our gold losses so far this year are greater than they were 
for the same period last year, despite the improvement in our 
payments position. This is partly the result of a shift in dollars 
among countries abroad, to those countries which traditionally hold 
gold rather than dollars in their reserve. It is quite possible 
this year that there will be improvement in our payments position, 
without improvement in our gold position. Indeed, our deficit may 
turn out to be lower, and yet we could lose more gold. 
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We are convinced beyond the shadow of a doubt that it is 
absolutely essential that the dollar be maintained in a fixed 
relationship to gold and that we continue to offer gold for sale 
at the fixed price of $35 an ounce. 

At present we have roughly kO per cent of the gold reserves 
of the Free World, and these reserves are important to maintaining 
confidence in our currency and in assuring the continued smooth 
functioning of the international monetary system. But the 
essential factor is the confidence others have in our currency, 
and in the health and competitive efficiency of our economy, and 
gold can never be a substitute for that confidence. The way to 
maintain this confidence and arrest the gold outflow is to 
reduce and eliminate our balance of payments deficit. 
This raises properly the question — why does the United 
States have a deficit at all? Since the balance of payments is 
made up of a number of different categories of payments and 
receipts, one might say that if exports were higher we would have 
no deficit, or if there were less long-term private U.S. capital 
investment placed each year in other countries we would have no 
deficit, or if imports were lower we would have no" deficit, and 
so on. 
The deficit is frequently blamed on the cold war, by pointing 
to our defense expenditures abroad, which last year had an impact 
of nearly $3 billion on our balance of payments position. 
But that does not mean that U. S. defense spending abroad 
alone — or indeed, any one single factor — causes the deficit. 
The deficit is the result of all the different payments and 
receipts, and no single one of them by itself can be pointed to 
as the cause of our problem. Thus, It would be possible to have 
a deficit without any defense expenditures abroad, or to continue 
defense expenditures abroad on a scale adequate for our security 
and still eliminate the deficit — which is just what we plan to 
do. 
We have sought to reduce the deficit by reducing or off
setting the impact of governmental expenditures outside the 
United States for aid and defense. The use of U. S. goods instead 
of dollars In foreign aid is being maximized to reduce the effect 
on our balance of payments, and at present only about one aid 
dollar out of every three is being spent abroad. This ratio, 
however, is lower In recent aid commitments; the objective is to 
get It down to one dollar in five. 
Furthermore, the cost of our military aid is being increasingly 
offset by military procurement by our allies through purchases from 
the United States. This year, for instance, our military 
expenditures will be offset by about $1.2 billion in military 
receipts, a sharp increase over last year. This will reduce by more 
than a third the impact on our balance of payments of our defense 
expenditures overseas. 
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So much for the balance of payments impact of our foreign aid 
and defense spending. Our efforts in both areas are continuing, to 
expand the significant progress already made. There is still the 
short-term effect on our balance of payments of long-term private 
investment abroad by U. S. companies. The government does not wish 
to interfere with the free flow of that investment, where it is 
based on practical business and competitive considerations of a 
long-term nature rather than short-term desires to avoid U. S. 
taxes. 
The proposed tax bill would limit certain existing special 
tax preferences which favor investment and earnings by American 
citizens and corporations outside the United States, thereby 
encouraging the repatriation of these earnings and discouraging 
outflows primarily motivated by tax considerations. This 
proposal would result, among other things, in improving our 
balance of payments position. 
So much for the attack upon the elements that have contributed 
most substantially to our basic balance of payments deficit in 
recent years. Let us look for a moment at a more mysterious 
area -- short-term capital movements. 

Last year the dollar outflow from short-term capital and 
unrecorded transactions totalled $1.9 billion, almost as great as 
in the preceding year, i960. But it is precisely here that the 
importance of the form of this movement is demonstrated. While 
the overall figures are nearly the same, close analysis reveals 
that the underlying causes of much of the short-term flow in 1961 
were considerably different from those of i960. There was an 
absence of the speculation against the dollar which had been a 
disruptive influence in i960, and which had played such an 
important role In the sudden worsening of the situation late in 
I960. 
This lack of speculation reflected the much improved 
atmosphere of international financial cooperation, and the speculators 
belief that such cooperation would thwart attempts to profit by 
speculating in the international money markers. 
Also, the international interest rate differentials that 
encouraged large movements of short-term funds In i960 became less 
pronounced In 1961, in some cases, due in part to this cooperation. 

Of the $1.4 billion in recorded U. S. private capital outflow 
In 1961, almost half represented commercial bank credits to Japan, 
largely to finance U. S. exports. We are happy to see our exports 
rise, and we should recognize that money borrowed to buy exports 
is a useful form of extension of credit. 
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One of the signs of our progress is the increasing atmosphere 
of international cooperation which is perhaps the most important 
single factor currently aiding our efforts. This attitude is 
based on the realization that it is not merely the United States 
payments position that is involved, but the trade and payments 
system of the Free World which is based, in large part, on the 
soundness of the dollar. There is a growing awareness in other 
nations that while the primary responsibility for ending our 
payments deficit rests with the United States, the cooperation of 
other nations is essential to the success of our efforts, and that 
our success is just as vital to those other nations as it is to the 
United States. 
The greatly Increased international cooperation has 
considerably improved the ability of the major industrial nations 
to prevent or cope with the threat of sudden disruptive flows of 
short-term capital. In addition, it has given rise to an even 
more important manifestation, which has been largely overlooked. 
I refer to two areas in which our allies are aiding directly in 
our efforts to reduce our balance of payments deficit: first, as 
I mentioned earlier, by their increased military procurement in 
the United States, and second, by prepayment of debts owed to the 
United States. 
In the case of the Federal Republic of Germany, our receipts 
from military sales are being raised to the point where the 
$700 million balance-of-payments Impact of gross U. S. defense 
expenditures in foreign exchange in that country will be 
completely offset this year. Similar arrangements will be sought 
wherever practicable with our other major allies. Our objective, 
as I noted earlier, is to achieve a total In military cash receipts 
of $1.2 billion this year. 
Debt prepayments scheduled for this year are already approaching 
the quarter-of-a-billion-dollar mark, with almost $60 million from 
France and the recent arrangement for payment from Italy in July 
of $178 million. Last year's military receipts ran about $400 
million, and with debt prepayments of almost $700 million, provided 
more than a billion dollars In international receipts. This year 
we expect to exceed that overall total. The willingness of our 
allies to make these contributions to improvement of our payments 
situation also provides a basis for the broader questions of a more 
equitable sharing of the cost of defending and developing the Free 
World. 
There are other ways In which cooperation can be used to 
Increase the efficiency and stability of the international monetary 
system. Among the indirect ways is the opening up of European 
capital markets. There has lately been an Increasing tendency for 
Europeans and others, governmental bodies and private businesses, 
to gravitate toward the United States in the search for new capital. 
This is natural. Our capital markets have played an important role in 
the industrial and economic progress of our nation, and they now offer 
an economical and highly reliable market for foreign governments and concerns seeking investment funds. 
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We have neither the desire nor the intention to take any 
action which would inhibit the free flow of capital between 
nations. 

It is important to the sound development of the European 
countries — whose surpluses are the counterpart of our 
deficits — that they expand and improve their own capital and 
savings markets, and make every effort to remove the many 
restrictions which burden these markets and inhibit the movement 
of funds into investment in other countries and areas. This will 
provide a sound basis for future European expansion, while at the 
same time removing a drain on U. S. capital which contributes to 
the deficit in our balance of payments. It will also create 
increased opportunities for the flow of European funds into 
increased direct and portfolio Investment into other parts of the 
Free World including the United States. 
I should add that the full benefits of this removal of 
restrictions on the free flow of capital by other countries in the 
Free World can only be achieved if U. S. businessmen themselves 
voluntarily encourage the sort of response that is„ necessary. ' It 
is, for example, important to the nation and to American firms 
themselves, to encourage increasing interest in investing in 
American securities and in the American capital market by European 
institutions and individual investors. The shares of major 
American corporations should be listed on foreign stock exchanges, 
particularly in Europe and Japan, in greater numbers. American 
firms might also explore and seek out more fully opportunities for 
borrowing abroad, especially in support of the operations of their 
own foreign branches and subsidiaries, instead of relying as 
heavily as they do on the easy alternative of seeking funds from 
familiar American sources. 
I might also add, In a similar vein, that U. S. businesses 
operating abroad should not neglect to fully explore possibilities 
for procuring their supplies, equipment, and services from American 
sources on an economical basis. 
Finally, we come to the most important aspect of our balance 
of payments program — the development of commercial exports of 
U. S. goods and services in quantities sufficient to assure an 
increasing trade surplus. Only an increasing trade surplus will 
wipe out our deficit without weakening our national security 
position overseas, diminishing our vital role in helping the 
growth of the developing countries of the Free World, or inhibiting 
U. S. business in its legitimate and proper investment activities 
abroad. 
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It is to the American businessman that the nation must look 
to provide this trade surplus on which our international position 
depends. For, in the final analysis, it is the American 
businessman — on the land, in the plant, or in the channels of 
distribution — who must sell U. S.-made products and services 
abroad and at home in competition with foreigners on a scale, at 
a price, and with the quality that will assure the expanding 
trade surplus the nation requires. 
If, for instance, we could have doubled our commercial 
export trade surplus last year, we would have wiped out our payments 
deficit and replaced it with a small surplus. 

Doubling our export surplus may sound like an impossible job, 
but actually, since the surplus on non-U.S. financed exports 
totalled $3 billion, it would have required only a 15 per cent 
increase in overall exports to achieve that result — assuming 
a constant import level. 

That need to expand exports is the real key to improving our 
balance of payments situation, and that is why President Kennedy 
places such stress on it. That Is why he has aske_ businessmen to 
cooperate, by forming a balance of payments group in the U. S. 
Chamber of Commerce, and another in the Business Council. These, 
as well as a number of similar groups already In existence, are 
important in finding new ways to expand exports, and in Improving 
the old ways. The revival of the wartime "E" flags for those 
industries making a significant contribution to our program of 
export expansion is another step in the campaign to raise American 
exports, and particularly to find ways to bring the creative, 
driving enterprise of American business to this task. 
Our job — yours and mine — is to make every American 
producer and businessman export-conscious, and to urge that each 
of them give serious consideration to what they can do to Initiate 
or expand export production, not only for their own profit — and 
export trade can be highly profitable — but even more important, 
for the profit of their country, and for the important contribution 
a higher export level will make to the international stability of 
the dollar. 
This need to expand our export trade is the basic reason 
behind President Kennedy's trade program. The fantastic growth 
of Western Europe in the last decade has created vast new 
markets for just the kind of goods that our own manufacturers are 
so skilled and experienced in producing. New cars, new highways, 
new shopping centers, new suburban developments — all these are 
characteristic of the rapidly expanding European scene. As the 
Common Market takes in new members, and as this self-stimulating 
growth continues, these markets will grow also. 
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It is essential for the maintenance of United States export 
trade that we have a part in this future. If we fail to maintain 
our access to European markets at this critical time when new 
trade patterns are being evolved, when new customers are forming 
preferences, we may find ourselves at some later date unable to 
regain that access, no matter what concessions we may be prepared 
to offer, because the pattern may have been set without us. 
This goes much deeper, of course, than customer preferences. It 
encompasses the whole range of business relationships, both here 
and abroad. Firms will be either geared to deal with the United 
States, or not. Furthermore, the more we allow this new pattern 
to be set without us, the more difficulty we will have in dealing 
with a Europe whose own special interests will have become accustomed 
to a Europe-oriented market, and which may look upon exports from 
the United States as a disturbing and threatening influence. 
Now is obviously the time to deal with the Common Market — 
and with other nations — on the vital question of mutual tariff 
reduction. Mutual tariff reduction now will require some 
readjustment on our part, and the program provides for assisting 
those workers and those industries which will be obliged to 
adjust to the imports that will result from lower tariffs. The 
important thing, however, is to see to it that American goods are 
in from the beginning, and in force, in the new and growing 
markets of Western Europe. 
Export trade offers today, as never before, a new frontier for 
American business, comparable to the days when our own mighty 
internal market was developing and expanding. Now is the time for 
American business, which has used its competitive ability and 
resources to help this nation develop the highest standard of 
living on the face of the earth, to use that same talent, drive 
and enterprise to maintain our position as the greatest trading 
nation in the world. 
This new competitive frontier for American producers means 
they will have to have cooperation from government, and we are 
making every effort to provide that cooperation. 
It is well known that Western European producers have been 
modernizing more rapidly than have producers in the United States, 
and that their productivity has been increasing as a result. 
This allows them, through improved quality and lower unit costs, 
to be more competitive than ever in world markets. We need the 
trade program to ensure that our goods have access to European 
markets, but that Is not the end of the story. Once there, they 
must be competitive, and that is an area where we are moving 
forward on several fronts. 
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At present the tax measure before the Senate Finance Committee 
provides for a tax reduction or credit equal to seven per cent 
of the expenditure of a businessman or farmer for new machinery or 
equipment used in his business. We are attempting to have that 
increased to eight per cent, but the important thing is that this 
measure -- too often misunderstood in the business community — 
is a really effective tool in assisting business to modernize to 
meet foreign competition. 
The importance of the need to modernize to meet foreign 
competition was underlined in the recent episode over steel prices. 
If you recall, that was the reason given for seeking the price 
Increase. There are other ways of financing modernization besides 
price increases however, ways which would not damage the economy 
as widespread price increases might. The investment credit Is one 
of them, and an essential one. It is far more effective and 
efficient than other alternatives, such as the various forms of 
accelerated depreciation, in that it offers a maximum of stimulus 
to modernization for each dollar of tax revenue lost. 
The proposed investment tax credit to stimulate modernization 
is linked with the Treasury Department's administrative program 
for overall revision of guidelines and procedures affecting 
depreciation of equipment — a program which we will announce 
early next month. These two programs — depreciation revision and 
the investment credit — will give our businessmen and farmers 
using substantial quantities of machinery and equipment a tax 
treatment which is on a par with that received by their major foreign 
competitors. 
The government is initiating other measures to fulfill its 
responsibility to cooperate with business in efforts to expand 
exports, and to make sure that this will be both a successful and 
a profitable enterprise. At present the Commerce Department has 
greatly increased its listing of export trade opportunities, and 
the publication and distribution of these opportunities has been 
widened. 
Even more important Is the new export credit insurance system, 
which went into effect early this year. Through this, American 
exporters for the first time can avail themselves of insurance and 
guarantee benefits comparable to that provided their foreign 
competitors. Later this year, when medium-term insurance becomes 
available, the protection afforded exporters will be even greater. 
What this insurance amounts to is a network of 67 private 
insurance companies, working in cooperation with the U.S. Export-
Import Bank, a government agency, to write policies covering both 
political and commercial export credit risks. The Bank underwrites 
the political risks and shares with the pool the commercial risks. 
Hundreds of exporters have already taken out insurance binders 
totalling hundreds of millions of dollars, and hundreds more have requested detailed information on the program. As time goes on, this can be expected to have an increasing effect on our overall export level, and is particularly Important in encouraging new firms to enter the export field. 
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In summary, then, increasing our trade surplus Is the most 
promising way of solving our balance of payments problem. While 
government will help where it can, the primary responsibility for 
this expansion will depend, in the end, upon the imagination, 
ability and energy of the American businessmen. Upon their ability 
to increase the efficiency of their own manufacturing, distribution 
and research and development, the future of the International 
position of the United States primarily depends. 
In the face of the excellent recovery and the promising outlook 
for the economy, we can take great satisfaction in the fact that 
there has been substantially no inflation. Prices have remained 
virtually stable,and both industrial and wholesale price Indices 
have actually declined. The consumer price index rose about 
one per cent during the recovery, but most of this reflected the 
Increasing cost of services rather than goods. 
This brings me to the final and perhaps the most important 
point I have to make to you. That is simply this: all our 
efforts to restore international stability will be undermined if 
we are unable to continue to maintain reasonable price stability. 
European bankers today are aware of this. They are not 
seriously concerned today about our fiscal policy provided it is 
disciplined and controlled and is not allowed to contribute to an 
inflationary surge. They do, however, have considerable concern 
over our capacity to maintain price stability, and what failure 
in this area would do to our payments position. While there is 
no great danger of Inflation at present, we must not forget for 
one Instant that continued price or wage increases beyond average 
productivity gains could represent a real threat to our inter
national economic position. A higher export level is dependent 
on price stability. Excessive price rises could do serious damage 
by reducing our share of trade In world markets. 
The President's Council of Economic Advisers has already laid 
down valuable guidelines for evaluating the significance of 
productivity in wage increases. These merit careful attention. 
It will require cooperation by government, business, labor and the 
financial sectors of our society if we are to meet our problems 
at home and abroad without resorting to unnecessary monetary or 
other restrictions. 
Without question, at least for the next twelve months, some 
self-restraint and possibly some sacrifice is called for to avoid 
excessive wage or price increases at this very sensitive time 
when our economy is moving toward full employment and an 
equilibrium In our balance of payments. This means, in blunt 
terms, that both management and labor, acting on a voluntary basis, 
should content themselves with somewhat less than they believe the market will bear. If they do so, and price stability is 



c\ v<r 

- 12 -

maintained, we can expect the measures we have taken and will take 
to have the desired effects. If, however, short-sighted leaders 
of business or labor pursue limited special interests to the 
exclusion of the national interest, the natural laws of domestic 
and international economics will see to it that their gains are 
short-lived, and they, as well as the nation, will have lost 
something of lasting value — our strategic position in Free 
World security, economic development, and its trade and pavments 
systems. ° 
If, on the other hand, we all act in the public Interest, 
we can confidently expect that our problems — both in the balance 
of payments area and in our domestic economy — will prove 
amenable to solution, and that the solutions to both will not be 
in conflict, but will harmonize to provide greater prosperity 
at home and an extension of the frontiers of freedom and securitv 
abroad. * 

0O0 
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June 19, If §2 

If I IMMEDIATE RELEASE 

U.S.-PHILIPPICS SIGN $25 MILLION EXCHANGE AGREEMENT 

Secretary of the Treasury Douglas Dillon m®& Andres V. 

Castillo, Governor of the Central Bmwk of the Philippines, 

today signed am exchange agreement in the amount of $25 

million* 

This exchange agreement is designed to assist the 

Hiilippines in its continuing efforts to promote economic 

stability and freedom in its trade mm& exchange system* 

Exchange operations on the part of the Philippine authorities 

will be for the purpose of maintaining an orderly foreign 

The agreement with the U« S. Treasury supplements the 

$40,400,000 standby arrangement with the International 

Monetary Fund which became affective April 11, If#2* 
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FOR IMMEDIATE RELEASE 

U.S.-PHILIPPINES SIGN 
$25 MILLION EXCHANGE AGREEMENT 

Secretary of the Treasury Douglas Dillon and 

Andres V. Castillo, Governor of the Central Bank of the 

Philippines, today signed an exchange agreement in the 

amount of $25 million. 

This exchange agreement is designed to assist the 

Philippines in its continuing efforts to promote economic 

stability and freedom in its trade and exchange system. 

Exchange operations on the part of the Philippine authorities 

will be for the purpose of maintaining an orderly foreign 

exchange system. 

The agreement with the U. S. Treasury supplements the 

$40,400,000 standby arrangement with the International 

Monetary Fund which became effective April 11, 1962. 
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TREASURY DEPARTMENT 

WASHINGTON, D.C. \s^ 

June 20, 1962 

FOR IMMEDIATE RELEASE 

TREASURY DECISION ON RAYON GARMENT LABELS 
UNDER THE ANTIDUMPING ACT 

The Treasury Department has determined that rayon garment labels 

from Japan are 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 proceed with the 

appraisement of this merchandise from Japan without regard to any 

question of dumping. 

The dollar value of imports of the involved merchandise received 

during 1961 was approximately $4,000,000. 
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The dollar value of imports of the involved merchandise received 

during 1961 was approximately $4,000,000. 
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Statement of the Honorable Robert V. Roosa 
Under Secretary of the Treasury for Monetary Affairs 

before the 
Senate Committee on Banking and Currency 

on S. 3291 
Extension of Direct Purchase Authority 

under Section 14 (b) of the Federal Reserve Act 
Wednesday, June 20, 1962 - 10:00 a.m. 

Mr. Chairman and Members of the Committee: 

I am pleased to be here today to present the views of 

the Treasury Department in support of S. 3291, which would 

extend through June 30, 1964, the existing authority of the 

Federal Reserve Banks to purchase directly from the Treasury 

Government debt obligations up to a limit of $5 billion 

outstanding at any one time. The measure is also supported 

by the Board of Governors of the Federal Reserve System. 

The Federal Reserve Banks were given unlimited authority 

to purchase Government securities either directly from the 

Treasury or in the open market by the Federal Reserve Act of 

1913- The Banking Act of 1935 revised this provision and 

required that all Federal Reserve purchases be made in the 

open market. Then, seven years later, in 1942, the Federal 

Reserve Banks were again given authority to buy securities 

directly from the Treasury subject to the restriction that the 

outstanding amount of such debt should not exceed $5 billion. 
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This authority was originally granted through 1944, and has 

been extended from time to time since then. The current 

authority expires on June 30, 1962. 

The direct purchase authority is employed only 

infrequently, and has not been used at all since 1958. However, 

its continuation is essential because it provides an important 

backstop for Treasury cash and debt management operations. 

Careful management of the Treasury's cash position allows 

the public debt to be kept to a minimum, thereby saving interest 

costs to the Government. The availability'of immediate direct 

access to Federal Reserve credit provides a precautionary 

reserve for unforeseen contingencies that would otherwise 

have to be provided by considerably higher operating balances. 

Specifically: 

(1) Direct access to Federal Reserve credit provides 

the margin of safety necessary if the Treasury 

is to follow its customary practice of allowing 

its cash balances to fall to exceptionally low 

levels prior to the large inflow of cash over a 

tax date. 
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(2) There may be occasions when Treasury financing 

operations ought to be postponed for a short 

period because of market disturbances. The 

possibility of direct access to Federal Reserve 

credit increases the Treasury's elbowroom in 

such a situation. 

(3) In the event of a national emergency, which would 

disrupt financial markets, direct access to 

Federal Reserve credit would be necessary to 

continue the functions of Government. 

For these reasons, the Treasury feels that passage of 

S. 3291 is essential. I should like to point out that use 

of the direct purchase authority is a debt operation and 

such uses are subject to the statutory limit on the Federal 

debt. 

The Treasury, through the years, has been very careful 

not to abuse this direct borrowing authority. The attached 

table provides details on the instances of actual use of the 

direct borrowing authority since 1952. It shows that there 

has been only one occasion in the last 8 years on which the 
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Treasury did, in fact, borrow directly from the Federal Reserve 

Banks. The knowledge that this line of credit could be drawn 

upon almost instantly, if needed, has enabled the Treasury 

on countless occasions to plan for a close fit between 

expected outlays and receipts, secure in the knowledge that 

these supplemental funds could be borrowed in the event that 

expenditures should unexpectedly and temporarily outrun planned 

receipts. 

Attachment 
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Direct Borrowing from Federal Reserve Banks 

Calendar Year 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

Days Used 

30 

29 

15 

None 

None 

None 

2 

None 

None 

None 

None 

Maximum 
amount at 
any time 
(millions) 

811 

1,172^ 

424 

— — 

207 

-—. 

— -

Number of 
separate 
times used 

4 

2 

2 

1 

— 

Maximum 
number of 
days used at 
any one 
time 

9 

20 

13 

2 
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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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 (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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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 jsubmit 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. 

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 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 
x£_&$ 

less for the additional bills dated March 29, 1962 , ( 91 days remain-
£_2£ x£_&$ 

ing until maturity date on September 27, 1962 ) and noncompetitive tenders for 
x$___£ 

$1(50,000 or less for the 182 *day bills without stated price from any one 
3$_0ck XpSJT 

bidder will be accepted in full at the average price (in three decimals) of ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be made or completed at the Federal Reserve 

Banks on June 28, 1962 , in cash or other immediately available funds or 

in a like face amount of Treasury bills maturing June 28, 1962 . Cash 
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TREASURY DEPARTMENT 
Washington 

FOR IMMEDIATE RELEASE June 20, 1962 

XXXXX%30AJ_g3.a^ 

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 $ 2,000,000,000 , or thereabouts, for 
2$_§C 

cash and in exchange for Treasury bills maturing June 28. 1962 , in the amount 
$S)c 

of $ 1,800,784,000 , as follows: 

91 -day bills (to maturity date) to be issued June 28, 1962 , 

"SpJT xpk£ 
in the amount of $ 1,300,000,000 , or thereabouts, represent-

(?) 
ing an additional amount of bills dated March 29, 1962 , 

xfc&£ 
and to mature September 27, 1962 , originally issued in the 

amount of $600,230,000 , the additional and original bills 

to be freely interchangeable. 

182 -day bills, for $ 700,000,000 , or thereabouts, to be dated 
4__4: (12) 

June 28, 1962 f and to mature December 27, 1962 . 

pS£ p_$ 
The bills of both series will be issued on a discount basis under competitive 

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., Ea_tern/S-______4 time, Monday, June 25. 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 

^ 

3 - ^ ^ 
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TREASURY DEPARTMENT 

June 20, 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 
$2,000,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing June 28, 1962, in the amount of 
$1,800,784,000, as follows: 
91-day bills (to maturity date) to be issued June 28, 1962, 
in the amount of $1,300,000,000, or thereabouts, representing an 
additional amount of bills dated March 29, 1962, and to 
mature September 27* 1962priginally issued in the amount of 
$600,230,000, the additional and original bills to be freely 
interchangeable. 
182-day bills, for $ 700,000,000, or thereabouts, to be dated 
June 28, 1962, and to mature December 27, 1962. 
The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They 
will be issued in bearer form only, and in denominations of $1,000, 
$5,000, $10,000, $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 Daylight Saving 
time, Monday, June 25, 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 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 temders 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. 

TON, D.C. 
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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 reservations, noncompetitive 
tenders for $ 200,000or less for the additional bills dated 
March 29, 19o2, (91-days remaining until maturity date on 
September 27, 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 Banl<s on June 28, 1962, 
in cash or other immediately available funds or in a like face 
amount of Treasury bills maturing June 28, 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 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. 4l8 (current, revision) and this 
notice prescribe the terms of the Treasury bills and govern the 
conditions of their issue. Copies of the circular may be obtained fr any Federal Reserve Bank or Branch. 

0O0 
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that we adopt all practicable measures to solve our balance of 

payments problem and strengthen the international monetary 

system which is centered on the dollar. I accordingly urge that 

this Committee accept the proposals of the Administration for 

sugar legislation which would provide for the application of 

import fees. 

I would also like to point out that the imposition of a 

sugar import fee would produce additional budgetary receipts in 

fiscal 1963. The proceeds of the fee would be covered into the 

miscellaneous receipts of the Treasury and such amounts would 

correspondingly ease the financing problem faced by the Treasury. 

In summary, the import fees proposed by the Administration 

would both benefit our balance of payments and increase Treasury 

receipts. For these reasons the Treasury Department strongly 

urges the adoption of the fee system as provided for in the 

sugar legislation supported by the Administration. 
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aid program so that a much larger proportion of aid will be 

provided in the form of American goods and services and a much 

smaller proportion in the form of straight dollar transfers. 

In addition, as the Committee knows, the Administration believes 

that the foreign income provisions of our tax laws should be 

changed to remove the special incentive to invest long-term 

capital in other industrialized countries rather than in the 

United States. 

The sugar legislation supported by the Administration would 

contribute directly to our balance of payments objectives by 

imposing the fees I have just described, which would reduce outpay 

ments for sugar in our trade accounts. The balance of payments 

savings of $130-$160 million which could be realized through the 

import fee would be a significant benefit. It is essential 
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basic quotas of other supplier countries. The proceeds of 

this fee would accrue to the United States, and would corres

pondingly reduce the dollar outpayments to foreign countries. 

The bill passed by the House yesterday (H.R. 12154) contemplates 

the continuation of the quota premium on imports of sugar, 

and makes no provision for the recovery by the United States 

of this premium through an import fee such as that recommended 

by the Administration. 

As the members of the Committee are aware, President 

Kennedy has launched a comprehensive program to improve our 

balance of payments situation and to stem the outflow of gold 

from this country. This program includes, among other measures, 

a major drive to increase our commercial exports of goods 

and services; measures to reduce or offset our large military 

expenditures abroad;^the reorientation of pur foreign economic 
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STATEMENT BY ASSISTANT SECRETARY OF 
THE TREASURY, JOHN M. LEDDY BEFORE THE 
5ENAIE FINANCE COMMITTEE,) JQJNE 20, 1962, /^//^ ^ ^ 
^ON PROPOSED SUGAR I^ISLATI^) 

I am happy to have this opportunity to testify before 

this Committee on the balance of payments aspects of pend

ing sugar legislation. The bill supported by the Administra

tion (S. 3290) provides for the imposition of an import fee 

on sugar imported into the United States from foreign coun

tries other than the Philippines. In brief, the import fee 

represents approximately the amount by which our domestic 

sugar price exceeds the world market price for sugar. 

asytwtr^r £Q*/tJ> ^tjuTifuii) 
It would apply immediately to the entire Cuban quotaA(although -

-fee-'amount̂  provided within that quota would, under present 

circumstances, be distributed among various o-li-_ -uuuL-leftfr, 

and would apply in annual stages of 20 percent, 40 percent, 

60 percent, _o_̂ hfcy percent and, finally, 100 percent, to the 
\ 

basic quotas 
i 
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TREASURY DEPARTMENT 

Washington 

STATEMENT BY ASSISTANT SECRETARY OF THIS 
TREASURY, JOHN M. LEDDY BEFORE THE SENATE 
FINANCE COMMITTEE, ON PROPOSED SUGAR 
LEGISLATION, JUNE 20, 1962, 10:00 A.M. 

I am happy to have this opportunity to testify before this 

Committee on the balance of payments aspects of pending sugar 

legislation. The bill supported by the Administration (S. 3290) 

provides for the imposition of an import fee on sugar imported 

Into the United States from foreign countries other than the 

Philippines. In brief, the import fee represents approximately 

the amount by which our domestic sugar price exceeds the world 

market price for sugar. It would apply immediately to the 
amount 

amount of the entire Cuban quota — which/would, under present 

circumstances, be distributed among various countries other than 

Cuba -- and would apply in annual stages of 20 percent, 40 percent, 

60 percent, 80 percent and, finally, 100 percent, to the basic 

quotas of other supplier countries. The proceeds of this fee 

would accrue to the United States, and would correspondingly 

reduce the dollar outpayments to foreign countries. The bill 

passed by the House yesterday (H.R. 12154) contemplates the 

continuation of the quota premium on imports of sugar, and makes 

no provision for the recovery by the United States of this 

premium through an import fee such as that recommended by the 

Administration. 

D-526 
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As the members of the Committee are aware, President Kennedy 

has launched a comprehensive program to improve our balance of 

payments situation and to stem the outflow of gold from this 

country. This program Includes, among other measures, a major 

drive to increase our commercial exports of goods and services; 

measures to reduce or offset our large military expenditures 

abroad; and the reorientation of our foreign economic aid program 

so that a much larger proportion of aid will be provided in the 

form of American goods and services and a much smaller proportion 

in the form of straight dollar transfers. In addition, as the 

Committee knows, the Administration believes that the foreign 

income provisions of our tax laws should be changed to remove 

the special incentive to invest long-term capital in other 

industrialized countries rather than in the United States. 

The sugar legislation supported by the Administration would 

contribute directly to our balance of payments objectives by 

imposing the fees I have just described, which would reduce out-

payments for sugar in our trade accounts. The balance of payments 

savings of $130-$l6o million which could be realized through the 

import fee would be a significant benefit. It is essential that 

we adopt all practicable measures to solve our balance of payments 

problem and strengthen the international monetary system which is 

centered on the dollar. I accordingly urge that this Committee 

accept the proposals of the Administration for sugar legislation 

which would provide for the application of import fees. 
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I would also like to point out that the imposition of a sugar 

import fee would produce additional budgetary receipts in fiscal 

1963. The proceeds of the fee would be covered Into the 

miscellaneous receipts of the Treasury and such amounts would 

correspondingly ease the financing problem faced by the 

Treasury. 

In summary, the import fees proposed by the Administration 

would both benefit our balance of payments and Increase Treasury 

receipts. For these reasons the Treasury Department strongly 

urges the adoption of the fee system as provided for in the 

sugar legislation supported by the Administration., 

0O0 
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John has already distinguished himself by his work in Treasury 
and I am sure he will continue to do so as Fiscal Assistant 
Secretary. In that post, of course, he follows another outstanding 
career civil servant, Bill Heffelfinger, who I am happy to see here 
today. 

George Stickney also has a great deal in common with Bill 
Heffelfinger, going back to 1938 when he entered government service 
through the same route Bill did — as a messenger. 

In 1940, he received the degree of Bachelor of Commerce Science, 
Cum Laude, and a year later his Master's degree, from Southeastern 
University in Washington. 

He joined the Treasury's Accounting Division in 1942 and rose 
rapidly through positions of increasing responsibility. 

I suppose George is best known in and out of Government circles 
as the Treasury's electronic brain. Not only does he know more about 
electronic data processing than anyone I can think of, but his mind 
works at such a rate of speed that his tongue is hard put to keep 
the pace. I am confident that George will tackle his new responsi
bilities as John's Deputy with the same zeal — and the same success 
with which he attacked the whole new field of electronic processing 
back in 1952, when the germ of the idea for its applications to 
Treasury problems first entered his mind. 
Both of these men are typical of the very best that the career 
civil service produces. Today, government could not function 
without the dedicated and highly efficient services of employees who 
devote their working life to the services of their country. I 
am happy to welcome these career officers to new positions of even 
greater responsibility. 

oOo 
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It's a great pleasure for me to be present at this ceremony, 
not only because of the value of John Carlock and George Stickney 
to the Treasury and to the Nation, but also because of the great 
credit they reflect on the Civil Service. 
The development of the career Civil Service has been spectacu
lar. When Civil Service began more than three quarters of a century 
ago, only one in ten Federal workers were selected for career employ
ment, and few had the opportunity to carry out more than routine 
clerical duties. Now that situation is virtually reversed and eight 
out of every ten federal employees are serving under career 
appointments. That service now extends to the highest levels of 
Government. 
I am particularly proud of the Treasury's record. About 97 percei 
of our 87,000 employees are in the career service and Treasury has 
consistently recognized outstanding ability in that service by naming 
career men to key positions, as we are doing today. 
The two men taking office here exemplify the high standard of 
the career service. 
In recommending John Carlock to the Treasury, the dean of his 
law school described him as not only the first in his class but the 
best law student at Arizona University in many years. 
He came to the Treasury as a law clerk-trainee in 1941 and rose 
rapidly. He became Assistant General Counsel in 1949, and on a 
number of occasions since has served as Acting General Counsel in 
the absence of a Presidential appointee to that office. In that 
capacity, he was responsible for all legal activities of the Treasury 
and was the principal legal advisor to the Secretary, Under 
Secretaries and Assistant Secretaries. 
His duties as Assistant General Counsel covered the whole scope 
of Treasury activities. In his work as principal legal advisor to 
the Under Secretary for Monetary Affairs, he was responsible for 
dealing with all legal work arising from policy problems in the 
management of the public debt. 
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V7_3 

~ 2 -

John has already distinguished himself by his work in Treasury 
and I am sure he will continue to do so as Fiscal Assistant 
Secretary. In that post, of course, he follows another outstanding 
career civil servant, Bill Heffelfinger, who I am happy to see here 
today. 

George Stickney also has a great deal in common with Bill 
Heffelfinger, going back to 1938 when he entered government service 
through the same route Bill did — as a messenger. 

In 1940, he received the degree of Bachelor of Commerce Science, 
Cum Laude, and a year later his Master's degree, from Southeastern 
University in Washington. 

He joined the Treasury's Accounting Division in 1942 and rose 
rapidly through positions of increasing responsibility. 

I suppose George is best known in and out of Government circles 
as the Treasury's electronic brain. Not only does he know more about 
electronic data processing than anyone I can think of, but his mind 
works at such a rate of speed that his tongue is hard put to keep 
the pace. I am confident that George will tackle his new responsi
bilities as John's Deputy with the same zeal — and the same success -
with which he attacked the whole new field of electronic processing 
back in 1952, when the germ of the idea for its applications to 
Treasury problems first entered his mind. 
Both of these men are typical of the very best that the career 
civil service produces. Today, government could not function 
without the dedicated and highly efficient services of employees who 
devote their working life to the services of their country. I 
am happy to welcome these career officers to new positions of even 
greater responsibility. 

oOo 
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NETHERLANDS ANTILLES TAX TREATY TALKS CONCLUDED 

The Treasury announced today that a series of 

discussions concerning the application to the Netherlands 

Antilles of the tax convention between the United States and 

the Netherlands had been concluded with an agreement to seek 

modifications of three articles relating to the tax treatment 

of dividends, interest and royalties. 

The three articles, modifications of which are 

expected to take effect as of January 1, 1963, are Articles 

¥11, VIII and IX. 

No date has been set for resumption of the discussions 

between representatives of the U.S», the Netherlands and the 

Netherlands Antilles but it XX is anticipated that they will 

take place late this year or early in 1963. 

Under the existing tax convention, dividends moving 

between the U.S. and the Netherlands Antilles are generally _ax 

subject to a 15 per cent tax, although the tax is 5 per cent in 

some cases. Interest and royalties are exempt from tax. 
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WASHINGTON, D.C. 
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FOR REUEASE PM NEWSPAPERS 
Monday, June 25, 1962 
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NETHERLANDS ANTILLES TAX TKEATY TALKS CONCLUDED 

The Treasury announced today that a series of discussions 

concerning the application to the Netherlands Antilles of 

the tax convention between the United States and the 

Netherlands had been concluded with an agreement to undertake 

modifications of three articles relating to the tax treat

ment of dividends, interest and royalties. 

The three articles, modifications of which are expected 

to take effect as of January 1, 1964, are Articles VII, VIII 

and IX. 

No date has been set for resumption of the discussions 

betweeen representatives of the U. S., the Netherlands and 

the Netherlands Antilles but it is anticipated that they 

will take place late this yea_* or early in 1963. 

Under the existing tax convention, dividends moving 

between the U. S. and the Netherlands Antilles are generally 

subject to a 15 per cent tax, although the tax Is 5 per cent 

In some cases. Interest and royalties are exempt from tax. 
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BSQUBS or imumi*$ amxa A I U opiwun 

fM* trammmrr Department announced lust awning that t&* tenders for two eeriea of 
Trmsmm til is, «*®e series to be an a4dltl©_e& kaam at tha mtXXm _attd Unroll if, life, 
•at %„# otter series to be a*t$i 3wm U9 196f , wUmh mm attarmA m 3mm 20, warm apt 
at Vm fammmX mmarm iemica cm 3mm 2$. tmmmmra warn invito* tmr $1,303,000,000, or 
tlfc*r**b€mtsf at n-&k] Mils &n<i tmr #700,000,000, or tfame*W-t99 of 162-day bills. 1 
details of tiao tm markrna mm am tmXkmm* 
mmaW OT AC0EH1H 
O-KPIfX-IfK BIDftt 

High 
Low 
kmatm&a 

9I-4*y f *e*»«r)r Mils 

36 

t9Mk t.wn y 
2 tamkara UtmXtmg |0QOj0QO| h/ 

of 91-«_*y bills bid tar at the low price was accepte. of tke 
of %ha 

.BJlySSSKiB .SBMBMSMT. CiimMBS—i 

91.544 -,§l®* 

X tmmmmr at 610,000 

ef Uf«-fty toll* aid for at the low price mam 

tmki mmm AFPUBD fos AIB Ace_mo $i fwmmh msmm mmmtm* 

^^— mfe na f*v forte 
Piiiladelphia 
Cleveland 
ilich^oad 
Atlanta 
Ol&eag© 
St. Loul-
liaise-polls 

City 
San f rai^iscc 

f0TAUI 

,000 
Xj*n**n»oao 

_7,344,ooo 
a»U2i/aoo 
10,732,000 
16,763,000 

87*9109000 
19,527,000 
34,130,000 
23,138,000 
108,335,000 

905*671,000 
__,344,00® 
35,621,000 
10,732*000 
14,^63,000 
l*-,ft-,000 
23,930,000 
I5,3f7,000 
-3,130,000 
12,994,000 
»tf*faoffl 

A__die_ far kamamtad 

t-,316,8-6,000 il,3OO,lB-,OO0j^ 

1*094*914,000 
§,882,000 
31*191,000 
S*027*O00 
6,74S,0O0 

U50Mt,OOO 
5,367,000 
6,634*000 
9,51*8,000 
9,546,000 

m%$m9mi^m 

mm 

M9im$m 
594*704*000 

2,^82,000 
14*502,00® 
2,647,00© 
5,062,000 
42,035,000 
4,367,000 
4,134*000 
8,184,000 
4*546,000 

«J_u&40> 
#700,097,000 i t 

tmmXmmaa $203,015,(KW **oa®o»ipotitivo tenders acccoU'd at the average price of 99*tH 
XfttlwlM $50»005»0OO noncompetiU^ ta^iersaccepted at tH« oarage p*«s* of 9S.S4S 
Q» a coupon i«*u* of tie saw length and tar the same amimt iave*ted, tbo return oa 
these bills would provide >ield. of -,051, for the m~day toll** and 2.96%, tar Via 
IffiM*/ ©ills, Xatoreot rales on bills are quoted in terata ef bank discount with 
t&e return related to the face ano-at of tha bills payable at saturity rather than 
the mmw% i_veeted aud their leagth in actual mmhar at mm&a related to « 
year. In conir_st, yields #n certificatea, mte«, and m&mtim are computed la 
mt iatereat on the amo-nt laveeted, ami relate the number of days regaining in an 
intereat payment period to the actual maaber of day» la the period, vita 

if mora than one coupon period is involved. 
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TREASURY DEPARTMENT 

WASHINGTON, D.C. 
OR RELEASE A. H. NEWSPAPERS, June 25, 1962 
uesday, June 26, 1962. 

RESULTS OF TREASURY'S KEEKLX BILL OFFERING 

The Treasury Department announced last evening that the tenders for two series of 
reasury bills, one series to be an additional issue of the bills dated March 29, 1962, 
nd the other series to be dated June 28, 1962, which were offered on June 20, were open 
t the Federal Reserve Banks on June 25. Tenders were invited for $1,300,000,000, or 
hereabouts, of 91-day bills and for #700,000,000, or thereabouts, of 182-day bills. Tto 
etails of the two series are as follows? 

ANGE OF ACCEPTED 91-day Treasury bills s 182-day Treasury bills 
OMPETITIVE BIDS 8 maturing September 27, 1962 i maturing December 27, 1962 

Approx. Eq*aiv. s "" ~~ Approx. Equiv. 
Price Annual Rate : Price Annual Rate 

High 99.300 a/" 2.769$ x 98,557 b/ 2.854$ 
Low 99*291 " 2.805$ i 98,541* 2.880$ 
Average 99.294 2,792$ 1/ i 98.548 2.872$ l/ 

, a/ Excepting 2 tenders totaling $500,000$ b/ Excepting 1 tender of $10,000 
1*0 percent of the amount of 91-day bills bid for at the low price was accepted 
36 percent of the amount of 182-day bills bid for at the low price was accepted 

'OTAL TENDERS APPLIED FOR AMD ACCEPTED BY FEDERAL RESERVE DISTRICTS* 

District 
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

TOTALS 

Applied For 
$417063,000 
1,677,671,000 

27,344,000 
41,421,000 
10,732,000 
16,763,000 
288,772,000 
27,930,000 
19,527,000 
34,130,000 
23,138,000 
108,335,000 

$2,316,826,000 

Accepted s 
¥35^^53*000 s 

905,671,000 s 
12,344,000 s 
35,621,000 f 
10,732,000 1 
14,263,000 1 
122,572,000 8 
23,930,000 s 
15,327,000 1 
23,130,000 $ 
12,994,000 1 
88,535,000 i 

$1,300,182,000©/ 

Applied For 
$ 4,189,000 
1,094,984,000 

8,882,000 
31,198,000 
8,027,000 
6,748,000 

115,882,000 
5,367,000 
6,634,000 
9,548,000 
9,546,000 
36,582,000 

$1,337,587,000 

Accepted 
$ 2,768,000 
594,704,000 
2,582,000 
14,502,000 
2,647,000 
5,062,000 
42,035,000 
4,367,000 
4,134,000 
8,184,000 
4,546,000 
14,566,000 

$700,097,000 d/ 

/ Includes $203,018,000 noncompetitive tenders accepted at the average price of 99.294 
/ Includes $50,005,000 noncompetitive tendersaccepted at the average price of 98.548 
/ On a coupon issue of the same length and for the same amount invested, the return on 

these bills would provide yields of 2.85$, for the 91«-day bills, and 2.96$, for the 
182-day bills, interest rates on bills are quoted in terras 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 is the period, with semiannual 
compounding if more than one coupon period is involved. 

D-528 
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STATEMENT OF THE HONORABLE DOUGLAS DILLON 
SECRETARY OF THE TREASURY 

BEFORE THE 
SENATE FINANCE COMMITTEE 

ON THE 
DEBT LIMIT 

TUESDAY, JUNE 26, 1962 
10:00 A.M., EDST 

The President in his Budget Message last January 

requested a temporary debt limit of $308 billion for 

fiscal 1963. This request was based on his estimate 

that the fiscal 1962 deficit would amount to $7 billion 

and that there would be a $500 million surplus in fiscal 

1963. I am here today to renew the request for a 

$308 billion temporary debt limit for fiscal year 1963. 

The present temporary limit of $300 billion will 

expire at the end of this month. On July 1st the debt 

limit will revert to its permanent level of $285 billion 

unless new legislation has been enacted prior thereto. 

Since the debt, will substantially exceed the permanent 

level of $285 billion on July 1st, it is essential that 

there be new legislation prior to that date. 

D-529 
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The debt limit bill which passed the House of 

Representatives on June 14 (H.R. 11990) does not provide 

the flat $308 billion debt limit which we requested for 

fiscal 1963. Rather, it provides a graduated debt limit 

set at $308 billion for the period July 1, 1962 through 

March 31, 1963, $305 billion for the period April 1, 1963 

through June 24, 1963 and $300 billion from June 25, 1963 

through the end of the fiscal year. This graduated debt 

limit is acceptable to the Treasury, provided that it is 

understood that the debt ceilings in the House bill were 

carefully tailored to meet the Treasury1s seasonal financial 

requirements under the assumption of a balanced budget. 

The graduated reductions established in the House bill 

would not be adequate if we were to run a deficit of any 

substantial size in fiscal 1963. This fact was specifically 

recognized and clearly set forth in the report of the House 

Ways and Means Committee, which reads as follows (page 2): 

" it is the view of 
your committee that the increases provided by 
this bill are the minimum necessary to provide 



L/^0 

3 

for the seasonal variation in the collection 
of revenues, assuming a balanced budget for 
the fiscal year 1963. The administration has 
indicated that there may be a balanced budget 
for the fiscal year 1963. Your committee has 
concluded that the series of debt limitations 
provided under this bill for the various 
periods of the year will be adequate to pro
vide for the expected seasonal variation in 
expenditures and receipts, but would not give 
sufficient flexibility should a deficit be 
incurred in the fiscal year 1963. In this 
latter eventuality, your committee believes 
that it will be appropriate later in the 
fiscal year 1963 to again review the statutory 
debt limitation. Thus this 'step approach* 
to the debt limitation, with the two reductions 
in the latter part of the fiscal year, is 
designed to provide for seasonal needs, without 
providing so much leeway that it can subse
quently be used to cover deficit financing." 

This statement by the House Ways and Means Committee 
regarding the nature of the graduated set of debt limits passed 

by the House is, I believe, wholly accurate. 

With the fiscal year 1962 now nearly concluded, I can 

report to you that we still expect the deficit for fiscal 

1962 to be about $7 billion. Past experience has shown, 

however, that fiscal year-end totals are apt to vary several 

hundred million dollars in either direction from preliminary 
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estimates. Therefore, the final deficit figure for 

fiscal 1962 may prove to be somewhat less than $7 billion 

or it may exceed that amount by a few hundred million 

dollars. In order to be on the conservative side, we have 

used a $7-1/4 billion figure in the projections on the 

attached table. 

For fiscal year 1963, the January budget document 

showed a $500 million surplus. The President has requested 

a few new programs since January, in particular a capital 

improvement program for distressed areas, that would use 

the bulk of this estimated surplus but still leave a balance. 

Whether or not this balance is actually achieved depends 

largely on revenue receipts which, in turn, are dependent 

on the state of the national economy. The January revenue 

estimate of $93 billion assumed that the gross national 

product would average $570 billion during calendar 1962 and 

that the economy would continue its upward trend throughout 

the entire fiscal year. 

Admittedly, the expansion of the economy so far this 

year has not measured up to our expectations. While this 
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has substantially diminished the likelihood of achieving 

our goals, the economy continues to move steadily forward 

and it is still too early for a new and refined estimate of 

the gross national product for 1962 upon which our revenues 

necessarily depend. As to expenditures, the best we can do 

is to rely on the January budget document with the realiza

tion that Congress has not yet acted on any 1963 appropriation 

bill, nor has it taken final action on our tax bill, the 

President's proposals on postal rates and farm price supports 

or on various other legislative recommendations. Until these 

matters are decided by Congressional action, there is no firm 

basis for any new estimate of expenditures and revenues. 

Accordingly, we have made no change in the basic 

assumption of a balanced budget in fiscal 1963, and our 

request for a $308 billion temporary debt ceiling is based 

squarely on that assumption.. 

It may seem incongruous to some that, while projecting 

a balanced budget for fiscal 1963, we are at the same time 



% 

6 

requesting an $8 billion increase in the temporary debt 

ceiling. Of course, if the timing of our receipts and 

expenditures were in balance throughout the year, there 

would be no need for this increase in the debt ceiling. 

Unfortunately, this is never the case. Even with a balanced 

budget for fiscal 1963 as a whole, our estimates indicate 

that the first half of the fiscal year will show a substantial 

seasonal deficit, a deficit which will be offset by a surplus 

during the remainder of the fiscal year. 

Specifically, our projections indicate a seasonal 

cash deficit which reaches a peak of $11.2 billion on 

December 15, just before the receipt of the large tax payments 

due on that date. Succeeding peaks of $11 billion and 

$10.7 billion will be reached on January 15 and March 15, 

before the receipt of the substantial tax payments due on 

those dates. Thereafter, this seasonal deficit will rapidly 

be erased by a similarly large seasonal surplus; and by 

June 30, 1963, our projections show the debt returning to 

approximately the same level as June 30, 1962. 
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This seasonal imbalance between receipts and 

expenditures is illustrated on an attached chart. The 

imbalance in fiscal 1963 is entirely attributable to the 

marked seasonal pattern of our tax receipts, since 

expenditures are projected at a fairly constant level 

throughout the fiscal year. It is to finance this seasonal 

deficit of $11 billion in tax receipts, a deficit which 

will occur even with a fully balanced budget, that we need 

the $8 billion increase in the temporary debt limit. It 

should be borne in mind that, since the chart is based on 

semi-annual figures which include the heavy December 15 

tax receipts, it understates by several billion dollars 

the seasonal swing which reaches its peak in mid-December. 

As the attached table indicates, we are ending the 

current fiscal year with a debt projected at about $294 

billion. Adding the $3 billion allowance for flexibility 

to this figure, gives a total of about $297 billion, $3 billion 

under the current temporary debt limit of $300 billion. It 

is because of this extra leeway of $3 billion which we will 
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have on June 30th that we will be able to finance a seasonal 

deficit of $11 billion with an $8 billion increase in the 

debt limit. 

The seasonal imbalance between Federal Government 

receipts and expenditures is a regular feature of our 

financial mechanism. It Is not just something that will 

occur in fiscal 1963. I would like to call your attention 

again to the chart which shows semi-annual receipts and 

expenditures from fiscal 1958 through fiscal 1963. You will 

note that a pronounced seasonal pattern in revenues shows 

up in each and every year. It was as much in evidence in 

fiscal 1960, when we last ran a budget surplus, as It was 

In years when we ran budget deficits. 

On the assumption of a constant $4 billion operating 

balance, we expect the debt to rise to about $305 billion 

before dropping back again to around $294 billion at the 

end of fiscal 1963. A $308 billion debt ceiling is the 

minimum needed to provide us with the usual $3 billion leeway 

for flexibility in debt management and for unforeseen 
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contingencies, a margin which prudent and economic financial 

management requires. 

The bill which passed the House embodies a formal 

recognition of the seasonal variation In Federal Government 

revenues by proposing, for the first time, seasonal debt 

limits. While we would prefer the simpler, overall annual 

debt limit such as we have had in the past, we recognize 

that the House bill does have the characteristic of setting 

forth very clearly the seasonal nature of the Treasury1s 

borrowing requirements under the assumption of a balanced 

budget in fiscal 1963. 

The Treasury's operating cash balance consists 

essentially of funds on deposit at the twelve Federal Reserve 

Banks and in approximately 11,400 commercial banks throughout 

the country. For the past few years the Treasury, in its 

presentations at hearings on the debt limit, has assumed a 

$3.5 billion constant operating cash balance. Experience 

has shown that this is an unrealistically low figure. With 

careful management to have the necessary funds on hand in 
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the proper places and at the proper times to meet the 

Government's obligations as they come due and with every 

effort to avoid excess cash balances, our average operating 

cash balance (excluding gold) for the first eleven months 

of this fiscal year was $4,755 million. The average for 

fiscal year 1961 was $4,620 million and for fiscal year 

1960 it was $4,638 million. In 1958, when the $3.5 billion 

figure was first used for illustrative purposes, Federal 

expenditures amounted to $71.4 billion. Fiscal year 1963 

expenditures are expected to be some 30% larger. With 

larger expenditures, we require larger operating cash balances. 

For these reasons, we have used a $4 billion figure in the 

attached tables as a conservative figure for a constant 

operating balance. That this figure is truly conservative 

can readily be seen by the fact that a 30% increase, comparable 

to the increase in budget expenditures between fiscal 1958 

and fiscal 1963, would have indicated a figure of $4-1/2 billion, 

a figure substantially closer to, but still lower than, the 

actual average of our operating balance during each of the 
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past three years. An operating balance at least as large 

as the average of the past three years is needed to permit 

the day-to-day operations of the Treasury to be conducted 

In an efficient manner. 

Our estimates also provide, as in the past, for a 

$3 billion margin to provide much-needed flexibility In 

debt management and to cover unforeseen contingencies, 

including the inescapable uncertainties in our month-to-month 

projections of revenues and expenditures. Since the assumed 

cash balance of $4 billion is over $500 million less than 

our actual needs, this margin of flexibility in practice 

works out to less than $2-1/2 billion. Such a margin for 

flexibility is the minimum needed for the efficient management 

of the public debt. It is not in the public interest to 

require the Treasury to operate with a smaller margin under 

the debt limit. The end result of an excessively tight debt 

limit is likely to be higher interest costs on the debt and 

other serious consequences, not only in our domestic affairs, 

but also in our balance of payments position and its related 

effect on our gold stock. 
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I would like to give you a few examples to illustrate 

why the $3 billion margin for flexibility is so essential 

for efficient debt management. First, the Treasury should 

be able to take advantage of especially favorable conditions 

in the money and capital markets whenever they arise. 

However, an excessively tight debt limit may prevent the 

Treasury from timing its borrowing operations most 

advantageously and the opportunity to make Important savings 

on interest costs would, therefore, be lost. 

Second, in conducting our debt management operations 

during the past seventeen months we have been very conscious 

of the impact of these operations on our balance of payments 

position. It is of critical importance to our international 

financial position that our short-term interest rate structure 

be in reasonable equilibrium with short-term rates abroad. 

If this equilibrium is not maintained, funds are induced to 

flow abroad seeking interest rate differentials, thus increasing 

the drain on our gold stock. In order to avoid any disturbance 

of this equilibrium, the Treasury has arranged its recent 

cash borrowing so as to permit the maximum use of additional 
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quantities of Treasury bills. It is vitally important 

that the Treasury have enough room under the debt limit to 

take such actions whenever market conditions warrant. To 

deny the Treasury a sufficient margin for such debt operations 

could result in substantial and unnecessary drains on our 

gold stock. 

Third, it may often be in the best interest of both 

the Government and the private capital markets if the Treasury 

consolidates some of its refunding operations. For example, 

in refunding the $7.2 billion In securities maturing this 

coming November 15, it may be advantageous to make the same 

refunding offer to the holders o£ the $2.3 billion of securities 

maturing December 15. An excessively tight debt limit could 

prevent us from using the cash refunding approach in handling 

such an operation, even though market conditions might suggest 

that a cash refunding operation would be most advantageous to 

the Treasury. 

Fourth, if the debt limit becomes exceedingly binding, 

the Treasury might have to do some of its financing through 

the sale of non-guaranteed issues of Federal agencies which 
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are not subject to the debt limit. This was done back 

in October 1957 and January 1958, under the preceding 

Administration, when the Treasury was struggling to live 

with an unrealistically low debt limit. This is a very 

unsound financial practice which has been severely criticized 

by the Comptroller General. It means that the Government 

has to pay 1/2% to 3/4% more in interest costs than it 

would have to pay on Treasury obligations. Secretary Anderson 

used this device only with the greatest reluctance. I would 

hope that we would never again be forced to use it. 

For all of these reasons, a sufficient margin for 

flexibility in debt management and for contingencies is 

essential if we are to have efficient and economical manage

ment of the Government's finances. 

The level of the debt is the resultant of all of our 

past decisions on appropriations, expenditures and taxes* 

However, it is important to recognize that these decisions 

are reflected in the debt only after a considerable time lag. 

The time lag between decisions on appropriations and the 
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impact of those decisions on the debt is, in fact, the 

reason why we need a substantial increase in the debt limit 

in fiscal 1963 even under the assumption of a balanced budget. 

The increased debt level during the coming fiscal year is 

a product of the deficit in fiscal 1962. If we have a 

balanced budget in fiscal 1963 and, a year from now, 

contemplate a balanced budget for fiscal 1964, we could get 

by in fiscal 1964 with the same $308 billion debt limit 

which we are requesting now. 

The level of the debt is the final link in a sequential 

chain which has as its first link the appropriations process. 

Debt levels in the future are the product of past decisions 

on appropriations and taxes and the debt ceiling must be 

consistent with those past decisions. 

In conclusion, 1 wish to reemphaslze that the increase 

in the debt celling to $308 .billion is based on the assumption 

of a balanced budget in fiscal 1963. The last attached table 

shows monthly estimates of budget receipts and expenditures 

in fiscal 1963, under a balanced budget assumption, and their 
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relationship to our month-end debt projections. The $8 billion 

increase in the temporary debt ceiling is required to cover the 

seasonal low in receipts, which always occurs during the first 

half of the fiscal year. Such an increase is needed in 

fiscal 1963 because of the substantial deficit which has 

already been incurred in fiscal 1962. In other words, the 

increase is being requested to meet the fiscal consequences 

of past deficits and does not reflect the expectation of a 

deficit in fiscal 1963. 

There are those who think our revenue estimates for 

fiscal 1963 are too optimistic, and certainly they look more 

optimistic today than they did last January. In April the 

staff of the Joint Committee on Internal Revenue Taxation, 

on the basis of its independent revenue projections, estimated 

that fiscal 1963 would produce an administrative budget 

deficit of $4.9 billion, assuming that the Administration's 

tax bill is approved by the Congress. I will not attempt 

to evaluate this estimate, since I have already given you 

the reasons why we feel that there is no firm basis, as yet, 

for revising the estimates presented in the President's Budget 

Message. I raise the issue only to emphasize that if the 

budget deficit forecast for fiscal 1963 by the staff of the 



17 

Joint Committee on Internal Revenue Taxation should prove 

to be correct, the graduated set of debt ceilings approved 

by the House will not be adequate to meet the Treasury's 

needs, and we will be forced to return to the Congress 

early in the next session, as was envisioned by the report 

of the Ways and Means Committee. 

A temporary increase in the debt limit to $308 billion, 

as provided by the House in the bill before you, is the 

absolute minimum needed if the Government's finances are to 

be managed in an orderly and economical manner and if we 

are to be able to finance our purely seasonal cash require

ments in fiscal 1963 within the framework of a balanced 

budget. I earnestly recommend Its approval by this 

committee. 

Attachments 
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Actual public debt outstanding fiscal year 1962, 
with^June 30. 1962, estimate based on operating cash balance of $4,000,000,000 

(excluding free gold) 

Based on projection of June 22, 1962 
(in billions) 

Operating balance 
Federal Reserve 
Banks and deposi- Public debt 
taries (excluding subject to 
free gold) limitation 

Actual 

July 15, 1961 
July 3-
August 15 
August 51 
September 15 
September 30 
October 15 
October 31 
November 15 
November 30 
December 15 
December 31 

January 15, 1962 
January 31 
February 15 
February 28 
March 15 
March 31 
April 15 
April 30 
May 15 
May 31 
June 15 

Estimated 

June 30 

$3.3 
5.8 
4.2 
5.3 
3.1 
8.1 
7.0 
5.4 
4.7 
5.4 
2.8 
5.6 

3*1 
3.9 
3.0 
4.6 
2.7 
6.0 
2.2 
4.7 
5.6 
7.2 
5.2 

4.0 

$289*1 
292.2 
292.1 
293-5 
293*2 
293*6 
296*0 
295.5 
296.7 
296.9 
297.0 
296.1 

296.3 
296.4 
296.3 
296.9 
297.8 
296.1 
295.8 
296.9 
296.7 
299.2 
299-4 

293-7 

Note: For seasonal reasons the June 30, 1962, operating balance will be 
significantly above $4.0 billion, so the actual debt outstanding 
will be higher than shown here. 

Allowance to 
provide flexi
bility in fi- Total public 
nanclng and for debt limitatio-
contingencies required 

$3.0 $296.7 
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FORECAST OF PUBLIC DEBT OUTSTANDING FISCAL YEAR 1963J 
EASED ON CONSTANT OPERATING CASH BALANCE OF 

$4,000,000.000 (EXCLUDING FREE GOLD) 

Based on 1965 Budget Document 
Modifications 
(in billioniT 

- Plus Formal 

June 30, 1962 

July 15 
July 31 
August 15 
August 31 
Sept. 15 
Sept. 30 
Oct* 15 
Oct. 31 
Nov. 15 
Nov. 30 
Dec. 15 
Dec. 31 

Jan. 15, 1963 
Jan. 31 
Feb. 15 
Feb. 28 
Mar. 15 
Mar. 31 
April 15 
April JO 
May 15 
May 31 
June 15 
June 30 

Operating Balance, 
Federal Reserve 
Banks and deposi
taries (excluding 
free gold) 

$4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4/0 
4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

Public Debt 
Subject to 
Limitation 

$293-7 

297.0 
297-8 
299*2 
299.0 
301.2 
295.7 
299.5 
300.5 
302.3 
302.1 
304.9 
301.5 

304.7 
302.1 
302.8 
302.0 
304.4 
297^9 
301.0 
299.4 
299.4 
299.6 
302.0 
294.0 

Allowance to Pro-
vide Flexibility 
in Financing and 
for Contingencies 

$3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

Total Public 
Debt 
Limitation 
Required 

$296.7 

300.0 
3OO.8 
302.2 
302.0 
304.2 
298.7 
302.5 
303.5 
305.3 
305.1 
307*9 
304.5 

307.7 
305.1 

. 305.8 
305.0 
307.4 
3OO.9 
304.0 
302.4 
302.4 
302.6 
305.0 
297.0 



_SEMIANNUAL BUDGET RECEIPTS AND EXPENDITURES 
Fiscol !958-(63 

July- Jan.- July- Jon.- July- Jan.- July- Jon.- July- Jan.- July- Jan.-
Oec. June Dec. June Dec. June Dec. June Dec. June* D e c * June* 

—1958— - — ' 5 9 — > — B O — ' s — 6 1 — — 6 2 ^ — 6 3 -
*Net receipts offer refunds. *ktoy 1962 estimate. 
^Estimates on basis of January 1962 Budget Message plus format modifications. 

Office of the Secretary of the Treasury 



Estimated Monthly Budget Receipts and êxpenditures and 
Resulting End-of-Month Debt Levels, Fiscal Year 1963 

(Based on 1963 Budget Document,- Plus Formal Modifications) 
(in billions of dollars) 

Budget receipts 
and expenditures 

: Uet re-
___ ; ceipts of 

2 : : Cumula- :trust and 
t :Monthly :tive sur-:clearing 

Net . Expend! -: surplus : plus or : accounts 
receipts? tures :or def- : deficit sand other 

s licit (-): (-} : trans-
2 : 1 t actions 

Total 
to 
be 

financed 

Oper
ating 
cash 
balance 
1/ 

Debt 
subject 
to 

limita
tion 

Allowance 
for flex
ibility 
and con
tingencies 

Total debt 
limitation 
required 

2/ 

Balance on 
June 30, 1962.. 

1962: July 3.1 7.2 -4.1 -4.1 
Aug...... 7.0 7.6 -.6 -4.7 
Sept 10.2 7.6 +2.6 -2.1 
Oct 3.2 8.1 -4.9 -7.0 
Nov 6.9 7.6 -.7 -7.7 
Dec...... 9*0 8.4 +.6 -7.1 

1963: Jan 6.3 7.4 -1.1 -8.2 
Feb 8.0 7.4 +.6 -7.6 
Mar 11.5 7.7 +3.8 -3.8 
Apr 5.9 7.6 -1.7 -5.5 
May 8.2 8.0 +.2 -5.3 
June 13.7 8.4 +5.3 0 

Fiscal Year 1963 93*0 93.0 0 0 

4.0 293.7 

-.6 
+.7 
+.1 

-.9 

+.5 
-.5 
+.3 
+.2 
—.** 
+.3 

4.1 
1.2 
-3.3 
4.8 
1.6 
-T..6 

.6 
-.1 
-4.1 
1.5 
.2 

-5.6 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

4.0 
4.0 
4.0 
4.0 
4.0 
4.0 

297.8 
299.0 
295.7 
300.5 
302.1 
301,5 

302.1 
302.0 
297.9 
299.4 
299.6 
294.0 

3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

3.0 
3.0 
3.0 
3.0 
3.0 
3.0 

-.3 

Office of the Secretary of the Treasury 
Office of Debt Analysis 

296.7 

300.8 
302.0 
298.7 
303.5 
305.1 
304.5 

305.1 
305.0 
300.9 
302.4 
302.6 
297.0 

June 21, 1962 

* Less than $50 million. 
l/ Excluding free gold. 
2/ At the mid-month points in December, January and March the requirements are $307.9 billion, $307.7 billion, 

and $307.4 billion respectively. 
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In conclusion, % would like to emphasize once more the over

whelming urgency of the problems which the Alliance is designed to 

meet. I cannot think of a better way to describe this urgency thai 

in the worlte of Teodoro Moscoso -- U. S. Coordinator for the Alliance 

who said of all the partners of the Alliance recently: 

"Like generals sending regiments into a decisive 

battle , we may not have the luxury of leisurely deploy* 

stent of our troops, or of perfect textbook planning of 

how the battle should he fought, this means that In all 

probability we will make errors* But the one error we 

cannot afford to stake is that of waiting, of letting 

the initiative slip out of our grasp. We must attack, 

massively, the enemies of poverty, injustice and 

hopelessness which still characterize the lot of so 

many in our hemisphere." 

oOo 
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better and more favorable market opportunities lor Latin 

exports. President Kennedy's new trade program is directly designed 

to provide significant help. It would give the President wider 

authority to reduce or eliminate tariffs if the European Common tt&,^ 

Market agrees to take similar action.ULi*M* r«&«ntly: 

I feel that Europe should take cognizance of the Latin American^ 

tmmd to expand and stabilize their export markets, and that European 

action on this matter —in addition to expanded programs ef direct 

aid — would be of great benefit to the development of the free world. 

We would, of course, like to see European capital, both government 

®m& private, play an increasing role in hemisphere development. 

Expanding trade offers an excellent opportunity for the newly prosper* 

ous industrial nations to provide by their immediate efforts ^greats* 

A ' ' *£ 
cooperation in this vital field* . ,:7irig«t the lot of eo< 

In conclusion, 
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Host Latin American countries export somewhere between 18 and 25Aper 

cent of their total output, compared to only about 3*per contain the 

IMited States.A'-|'i^*s 7?*if * -.. '.*uie &lwu t^ jfreeidant wider 

As a result r the domestic economies of effe Latin American ^m_m* 

Im&mM countries react directly and immediately to muMmn price 

fluctuations*!! world commodity markets, luring the*fifties, Latin 

America expanded its* exports / but at the same time prices droppedmm 

steadily* *The result was to wlpe^out gains^resulting^rrom the export 

elcpansion!!1*11 ;m m^ !^mt *>*mafit <B* i»7* m**„i &**.* mi fchfc __»^: 'waaria. 

A method must be found whereby producers and consumers' cooperate 

to4avoid these harmful fluctuations. It is not easy to arrive at a 

solution that protects the Interest of all concerned, but one must be 

found because trade expansion is vital to the development or" all of 

Latin toerlca. ^^ ' *l1*^ 

The United States is continually supporting efforts to provide 

better and 
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prices, the united States believes that a solution to this problem 

requires a worldwide agreement between producing and consuming 

nations. He have taken the initiative in organising the Coffee Study 

Group, which includes 28 producing countries and some 20 consuming 

BiMSlfnrlcs. this group will ineet-sd»--^nn_«nnnmnsmnr in Hew fork next 

month under the auspices of the United Nations, to consider the tent 

of a draft agreement to provide consumer-producer cooperetion on 

coffee, which is of such vital importance to Latin America. Included 

in the proposed draft agreement are provisions to bring about produc

tion controls and to speed up economic diversification in coffee* 

producing countries. 

Reliance upon a single export such as coffee as the major source 

of [prof its] from abroad ia widespread in Latin As-erica. For enenple, 

copper makes up almost 70 percent of Chile' s exports, petroleum more 

than 90 percent of Venezuela's, and bananas 75 percent of Ecuador's. 

Host Latin 
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One very important element in the growth process of Latin 

America is foreign trade, since significant declines iM the prices of 

the primary conmoditles which they export have often outweighed the.y 

benefits of the foreign aid received. This problem has intensified 

ssi m$0m 
in recent years, because prices of many commodities produced by -mz 

Latin America have fallen, thus reducing income from exports. tent 

take coffee as an example: Host of the countries in Latin 

export coffee, and for six of them, coffee represents more 

than half their total exports.!: Coffee mmmeeeeiens 22 per cent of the 

total of all exports from flat in. America. A one-cent drop in the 

price of a pound of green coffee costs Latin America $50 million a 

year, mmm\ prices have been dropping * m fie inajnr mmm 

the root of this problem is that almost twice as much coffee Ha 

each year as is consumed abroad, the result is a massive 

surplus which overhangs the market and exerts a downward pressure on 

Host. ? 



is not the same as that faced in the European recovery. One of the 

major differences is the lack of internal capital and well organized 

resources in Latin America* These resources must be developed, for 

the proper use of private investment -- from both within mud outside 

Tvt 
-H-S hemisphere — is essential to the acceleration of development. 

A 
As an important first step in this direction, I think it in* 

cumbent upon Latin Americans themselves to reverse the flow of capital 

they are now sending abroad and invest it at hime, where it is sorely 

ximmm^&d* 

Such local capital, particularly when used in partnership with 

external capital, can make a uniquely effective contribution to 

national development by blending local knowledge and resources with 7* 

lAfMcy- VI u( ,7<*,r* h TtiAT A<-<'•'•« ^AA.J> CApira c 

jmm|^^pp|pgpgi technical and managerial skills from abroad. The 

opportunities for such investment will multiply with social and 

economic progress* 
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produce lasting results without sound planning which is the key to 

any balanced program of economic and social development, the World 

Bank has been active In this area and the Organization of American 

States has set up an outstanding panel of experts that is working 

hard on the national development pXmnm of Alliance members as quickly 

as they are submitted, this panel — the "Nine Wise Men", as they 

are called — came into being only a few months ago and has already 

received mnd done extensive work ©n long-term development plans from 

Colombia, Bolivia, and Chile* Three more long*term development plans 

from other nations are expected by the end of August, and a seventh 

in September, these efforts are important, not only to mobilize loaal 

resources, but also to attract external capital, they will do much 

to create an attractive climate for private Investment from abroad. 

Private capital has a major role to play in the continued 

progress of the Alliance -- just as it did In the remarkable post

war recovery of Western Europe. Latin America's problem, however, 
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had only 130 member families. Now there are more than 400, mn4 there 

are plans for 1,300 four years from now. 

The poor of Brazil's cities are not being forgotten. For 

example, in Guanabara State, of which the beautiful city of Rio de 

Janeiro is a part, a resettlement program is underway which will im

prove 35 slum areas containing 300,000 people. In the spirit of the 

Alliance the project is being financed partly by the sale of surplus 

wheat from the United States, partly by the tax revenues of Guanabara 

State, and partly by the Brazilian Federal Government. 

Similar progress is going forward In other countries. For 

example, tens of thousands of Peruvian school children are getting 
A 

hot lunches, and 44,000 families in Venezuela have been resettled 

under a land reform program. In tiny El Salvador, 700 new classrooms 

are going up which will provide facilities to teach 28,000 pupils. 

these achievements are important, but the Alliance will not 



m g -

of poverty, disease and despair. For them, hope is a precious 

commodity, there are plans for a huge Irrigation program, but in the 

meantime, the situation is desperate, and the Alliance is not standing 

still. 

Just this month, a $I7-million agreement under the Alliance was 

A 

as well a. a do.en «*ilL_th units and dozens »ore P«^nent health 

centers. At the same time, another project was approved for this area 

which will expand the educational system in the state of Pernambuco 

and permit 200,000 children who have had no educational opportunities 

to attend school. 

the Food for Peace program is an Important part of the Alliance, 

and only this month a new type of agreement was signed to provide 

food for a cooperative in Alagoas State in Northeastern Brazil, the 

food will maintain the families in the cooperative until it can pro* 

duce its own. When this venture began last November, the cooperative 
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various stages of developing plans. Salvador, Peru, Honduras, and 

Chile have established new facilities for small-scale farms, and 

other nations have mm^mimdmd existing facilities, these programs en* 

compass more than land redistribution, although that is long overdue 

in some countries. Equally important are the programs underway to 

raise agricultural productivity, provide rural credit, improve farm* 

to*market roads, and make available new agricultural extension 

services• 

In education^ six nations -- Chile, Ecuador, Mexico, Costa Rica, 

Panama and Pre,, *- have substantially increased their budgetary out* 

lays for education and many more are preparing to expand their school 

programs. 

If a single area can be said to symbolize the challenges facing 

the Alliance, it is surely Brazil's sprawling, drought-ridden Northeast: 
> 

where 25 million Brazilians live, many of them under a constant burden 



^7) % 

— o — 

vast that the changes may appear to be minor, significant advances 

are being made. For instance: 

In tax reform, the administration and collection of taxes has 

been improved in Argentina, Bolivia, Chile, Colombia, Guatemala, 

Panama, Paraguay, Peru wmm* Uruguay, and tax rates have been increased 

in Argentina, Salvador, Mexico, Nicaragua, Panama, Uruguay, Venezuela 

Costa Rica and Ecuador. 

In housing savings and loans systems have been established in 

seven countries ** Chile, Costa Rica, Ecuador, Guatemala, Colombia, 

Peru and Venezuela. Plans are being prepared for similar systems in 

five more. Low-cost hoa__qg projects are also being undertaken in ten 

countries• 

In land reforra> Mexico and Bolivia are continuing reforms, and 

broad programs are underway in Colombia aemM Venezuela. Other 

nations *~ including Brazil and the Dominican Republic ** are at 
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the Alliance was launched laemeitwieitgi isgn to contribute more than a 

billion dollars in the year ended last March -- the anniversary of 

President Kennedy's call for creation of the Alliance. We will con* 

tinue to do our full share. 

But the success of the Alliance requires more than nemnft from 

outside Latin America, twenty billion dollars in outside government 

A 
and private capital will be needed during the first ten years of the 

pi>7 / 7 ( - &CS P* T"?^' '7^f ' 
Alliance. Latin Americans must commit four times that amount to 

A 
their own economic and social development if the Alliance' s goals are 

to be realized, therefore, our assistance is being concentrated on 

those countries making the greatest effort to help themselves. 

Most of the nations of Latin America are actively helping them* 

selves. Essential land and tax reforms are moving ahead in many areas* 

So are effective programs to improve housing, education, and sanitation. 

the face of Latin America is changing, and while the problems are so 
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As the Alliance advances, the pressures for more rapid growth 

will mount, rather than subside, there is already some feeling *• 

in the united States, as well as in Latin America ** that the Alliance 

is not moving fast enough, this is understandable, for the eradica

tion of injustice and poverty demands both speed and vigorous action. 

But impatience is no substitute for hard work ** and that's what the 

Alliance requires, unquestionably, there Is need for more speed and 

urgency by some of our Latin American partners in undertaking the 

reforms which will provide the basis for greater economic and social 

development. I hope that^tli^ will move a__me resolutely to mobilize 

their own resources ** for self-help is the essence of the Alliance. 

The United States is doing its part, not only directly, but 

through its membership in such international organizations as the 
^/ Mn v \ Wt Hi 

Inter-American Bank and the World Bank, which are making major con* 

trlbutions. We have kept the promise we made at Punta del late when 

A 



Obviously, achieving such a rate of economic growth will require 

tremendous effort, and a heavy investment of capital for industrial 

and agricultural progress, Latin America cannot ignore the nmmd for 

social progress. It needs schools as well as roads, and hospitals 

as well as factories, this is recognized by the democratic leaders 

&<ZOfVOM(C 
of the hemisphere, who are well aware that maaWat, progress must go 

hand-in-hand with ntraniawk, progress, for each reinforces the other. 
/ \ . • • • . • • * • • • • • • • • 

No two countries in Latin America are completely alike, and 

every government must make for itself the hard decisions which sound 

allocation of available resources between social and economic progress 

will inevitably require. Those decisions will not only be difficult, 

they may in many cases be unpopular. There will always be some who 

will want to spend more on social progress, and others who see 

economic progress as paramount. 

As the Alliance 
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fco achieve a better life. 

I want to caution you against expecting miracles from the 

Alliance, there are no overnight solutions for problems that have 

been building up for centuries. The task of the Alliance is 

nothing less than helping the nations of Latin America move into 

the Twentieth Century as quickly as possible — and under their 

own power. 

Latin America contains some 210 million people, whose average 

annual income is only $295 a year -- roughly one-eighth of our own. 

Forty years from now, Latin America's population will have tripled. 

Merely keeping pace with that population explosion in terms of 

average income would be a tremendous task — and it would produce 

no real progress. It would merely perpetuate the status quo. There

fore, the Alliance has had to go beyond this and, in order to raise 

the average individual income by a mere 2-1/2 percent a year, has 

been obliged to set a ten-year goal of an over-all annual growth 

rate of live percent. «w-^..i« 



ADDRESS BY THE H0N0R1BLE DOUGLAS DILLON 
SECRETARY OF THE TREASURY 

BEFORE THE INTERNATIONAL CONVENTION 
OF THE GENERAL FEDERATION OF WOMEN'S CLUBS 
SHERATON PARK HOTEL, WASHINGTON, D. C. 
MONDAY, JUNE 25, 1962, 8 P.M. EDT 

It ia a great pleura for Mrs. Dillon and « to be with you^ 

tonight. Your request that I discuss President Kennedy's Alliance 

A OAJ€> 
for Progress was very welcome, not only because of the importance 

of the Alliance, but because I know it has a special interest for 

this audience. 

Women have a gift for seeing complex problems in human terms, as 

your scholarship program for talented Latin American students demon-

strates. This quality is important to the Alliance, for, in Latin 

America, we are dealing with human emotions and aspirations -~ not 

just economic charts, loans, and machinery. If the Alliance is left 

entirely to the economists, the technicians, and the government 

officials, it cannot succeed. Lasting progress calls urgently for 

widespread support by private citi_ens of our efforts to work with 

the other governments of the hemisphere in helping their peoples 
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SECRETARY OF THE TREASURY 

BEFORE THE INTERNATIONAL CONVENTION 
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It is a great pleasure for Mrs. Dillon and me to be with you 
here tonight. Your request that I discuss President Kennedy's 
Alliance for Progress was a very welcome one, not only because of 
the importance of the Alliance, but because I know it has a 
special interest for this audience. 
Women have a gift for seeing complex problems in human terms, 
as your scholarship program for talented Latin American students 
so clearly demonstrates. This quality is important to the Alliance, 
for, in Latin America, we are dealing with human emotions and 
aspirations — not just economic charts, loans, and machinery. If 
the Alliance is left entirely to the economists, the technicians, 
and the government officials, it cannot succeed. Lasting progress 
calls urgently for widespread support by private citizens of our 
efforts to work with the other governments of the hemisphere in 
helping their peoples to achieve a better life. 
I want to caution you against expecting miracles from the 
Alliance. There are no overnight solutions for problems that have 
been building up for centuries. The task of the Alliance is nothing 
less than helping the nations of Latin America move into the 
Twentieth Century as quickly as possible — and under their own 
power. 
Latin America contains some 210 million people, whose average 
annual income is only $295 a year — roughly one-eighth of our own. 
Forty years from now, Latin America's population will have tripled. 
Merely keeping pace with that population explosion in terms of 
average income would be a tremendous task — and It would produce 
no real progress. It would merely perpetuate the status quo. 
Therefore, the Alliance has had to go beyond this and, in order to 
raise the average individual income by a mere 2-1/2 per cent a year, 
has been obliged to set a ten-year goal of an over-all annual 
growth rate of five per cent. 
Obviously, achieving such a rate of economic growth will require 
tremendous effort, and a heavy investment of capital for industrial 
and agricultural progress. In addition, Latin America cannot ignore 
the need for social progress. It needs schools as well as roads, 
and hospitals as well as factories. This is recognized by the democratic leaders of the hemisphere, who are well aware that economic progress must go hand-in-hand with social progress, for each reinforce-the other. 



- 2 -

No two countries in Latin America are completely alike, and 
every government must make for itself the hard decisions which sound 
allocation of available resources between social and economic progress 
will inevitably require. Those decisions will not only be difficult, 
they may in many cases be unpopular. There will always be some who 
will want to spend more on social progress, and others who see 
economic progress as paramount. 
As the Alliance advances, the pressures for more rapid growth 
will mount, rather than subside. There is already some feeling — 
in the United States, as well as in Latin America -- that the 
Alliance is not moving fast enough. This is understandable, for the 
eradication of injustice and poverty demands both speed and vigorous 
action. But impatience is no substitute for hard work — and that's 
what the Alliance requires. Unquestionably, there is need for more 
speed and urgency by some of our Latin American partners in under
taking the reforms which will provide the basis for greater economic 
and social development. I hope that all of our friends will move 
resolutely to mobilize their own resources — for self-help is the 
essence of the Alliance. 
The United States is doing its part, not only directly, but 
through its membership in such international organizations as the 
Inter-American Development Bank and the World Bank, which are making 
major contributions. We have kept the promise we made ten months 
ago at Punta del Este when the Alliance was launched, to contribute 
more than a billion dollars in the year ended last March — the 
anniversary of President Kennedy's call for creation of the 
Alliance. We will continue to do our full share. 
But the success of the Alliance requires more than help from 
outside Latin America. It is true that twenty billion dollars in 
outside government and private capital will be needed during the 
first ten years of the Alliance. But it is also true that Latin 
Americans must commit four times that amount to their own economic 
and social development if the Alliance's goals are to be realized. 
Therefore, our assistance is being concentrated on those countries 
making the greatest effort to help themselves. 
Most of the nations of Latin America are actively helping 
themselves. Essential land and tax reforms are moving ahead In many 
areas. So are effective programs to improve housing, education, and 
sanitation. The face of Latin America is changing, and while the 
problems are so vast that the changes may appear to be minor, 
significant advances are being made. For instance: 
In tax reform, the administration and collection of taxes has 
been improved in Argentina, Bolivia, Chile, Colombia, Guatemala, 
Panama, Paraguay, Peru and Uruguay, and tax rates have been increased 
in Argentina, Salvador, Mexico, Nicaragua, Panama, Uruguay, 
Venezuela, Costa Rica and Ecuador. 
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In housing, savings and loans systems have been established in 
seven countries — Chile, Costa Rica, Ecuador, Guatemala, Colombia, 
Peru and Venezuela. Plans are being prepared for similar systems in 
five more. Low-cost housing projects are also being undertaken in 
ten countries. 
In land reform, Mexico and Bolivia are continuing reforms, and 
broad programs are underway in Colombia and Venezuela. Other 
nations — including Brazil and the Dominican Republic — are at 
various stages of developing plans. Salvador, Peru, Honduras, and 
Chile have established new facilities for small-scale farms, and 
other nations have expanded existing facilities. These programs 
encompass more than land redistribution, although that is long 
overdue in some countries. Equally important are the programs 
underway to raise agricultural productivity, provide rural credit, 
improve farm-to-market roads, and make available new agricultural 
extension services. 
In education, six nations — Chile, Ecuador, Mexico, Costa Rica, 
Panama and Peru — have substantially increased their budgetary 
outlays for education and many more are preparing to expand their 
school programs. 
If a single area can be said to symbolize the challenges facing 
the Alliance, it is surely Brazil's sprawling, drought-ridden 
Northeast, where 25 million Brazilians live, many of them under a 
constant burden of poverty, disease and despair. For them, hope 
Is a precious commodity. There are plans for a huge irrigation 
program, but in the meantime, the situation is desperate, and the 
Alliance is not standing still. 
Just this month, a $17-million agreement under the Alliance was 
signed to provide pure water for 140 communities in Northeastern 
Brazil, as well as a dozen mobile health units and dozens more 
permanent health centers. At the same time, another project was 
approved for this area which will expand the educational system in 
the state of Pernambuco and permit 200,000 children who have had no 
educational opportunities to attend school. 
The Food for Peace program is an important part of the Alliance, 
and only this month a new type of agreement was signed to provide 
food for a cooperative in Alagoas State in Northeastern Brazil. 
The food will maintain the families in the cooperative until it can 
produce Its own. When this venture began last November, the 
cooperative had only 130 member families. Now there are more than 
400, and there are plans for 1,300 four years from now. 
The poor of Brazil's cities are not being forgotten. For 
example, in Guanabara State, of which the beautiful city of 
Rio de Janeiro is a part, a resettlement program is underway which 
will improve 35 slum areas containing 300,000 people. In the spirit 
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of the Alliance the project is being financed partly by the sale of 
surplus wheat from the United States, partly by the tax revenues of 
Guanabara State, and partly by the Brazilian Federal Government. 

Similar progress is going forward in other countries. For 
example, tens of thousands of Peruvian school children are now 
getting hot lunches, and 44,000 families in Venezuela have been 
resettled under a land reform program. In tiny El Salvador, 700 
new classrooms are going up which will provide facilities to teach 
28,000 pupils. 
These achievements are important, but the Alliance will not 
produce lasting results without sound planning, which is the key to 
any balanced program of economic and social development. The World 
Bank has been active In this area and the Organization of American 
States has set up an outstanding panel of experts that is working 
hard on the national development plans of Alliance members as 
quickly as they are submitted. This panel — the "Nine Wise Men", 
as they are called — came into being only a few months ago and has 
already received and done extensive work on long-term development 
plans from Colombia, Bolivia, and Chile. Three more long-term 
development plans from other nations are expected by the end of 
August, and a seventh in September. These efforts are important, 
not only to mobilize local resources, but also to attract external 
capital. They will do much to create an attractive climate for 
private investment from abroad. 
Private capital has a major role to play in the continued 
progress of the Alliance — just as it did in the remarkable post
war recovery of Western Europe. Latin America's problem, however, 
is not the same as that faced in the European recovery. One of the 
major differences is the lack of Internal capital and well organized 
resources in Latin America. These resources must be developed, for 
the proper use of private investment -- from both within and outside 
the hemisphere — is essential to the acceleration of development. 
As an Important first step in this direction, I think it 
incumbent upon Latin Americans themselves to reverse the flow of 
capital they are now sending abroad and invest it at home, where 
it is sorely needed. 
Such local capital, particularly when used in partnership with 
external capital, can make a uniquely effective contribution to 
national development by blending local knowledge and resources with 
the highly-developed technical and managerial skills that accompany 
capital from abroad. The opportunities for such investment will 
multiply with social and economic progress. 
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One very important element in the growth process of Latin 
America is foreign trade, since significant declines In the prices 
of the primary commodities which they export have often outweighed 
the benefits of the foreign aid received. This problem has 
intensified in recent years, because prices of many commodities 
produced by Latin America have fallen, thus reducing income from 
exports. 
Take coffee as an example: Most of the countries in Latin 
America export coffee, and for six of them, coffee represents more 
than half their total exports. Coffee constitutes 22 per cent of 
the total of all exports from Latin America. A one-cent drop In the 
price of a pound of green coffee costs Latin America $50 million a 
year, and prices have been dropping. 
The root of this problem is that almost twice as much coffee is 
produced each year as is consumed abroad. The result is a massive 
surplus which overhangs the market and exerts a downward pressure 
on prices. The United States believes that a solution to this 
problem requires a worldwide agreement between producing and consuming 
nations. We have taken the initiative in organizing the Coffee 
Study Group, which includes 28 producing countries and some 20 consuming 
countries. This group will meet in New York next month under the 
auspices of the United Nations, to consider the text of a draft 
agreement to provide consumer-producer cooperation on coffee, which 
is of such vital importance to Latin America. Included In the proposed 
draft agreement are provisions to bring about production controls 
and to speed up economic diversification in coffee-producing 
countries. 
Reliance upon a single export such as coffee as the major source 
of income from abroad is widespread in Latin America. For example, 
copper makes up almost 70 per cent of Chile's exports, petroleum 
more than 90 per cent of Venezuela's, and bananas 75 per cent of 
Ecuador's. Most Latin American countries export somewhere between 
18 and 25 per cent of their total output, compared to only about 
3 per cent In the United States. 
As a result, the domestic economies of Latin American countries 
react directly and immediately to sudden price fluctuations in 
world commodity markets. During the Fifties, Latin America 
expanded its exports, but at the same time prices dropped steadily. 
The result was to wipe out gains resulting from the export expansion. 
A method must be found whereby producers and consumers 
cooperate to avoid these harmful fluctuations. It is not easy to 
arrive at a solution that protects the interest of all concerned, 
but one must be found because trade expansion is vital to the 
development of all of Latin America. 
The United States Is continually supporting efforts to provide 
better and more favorable market opportunities for Latin American 
exports. President Kennedy's new trade program is directly designed to provide significant help. It would give the President wider authority to reduce or eliminate tariffs if the European Common Market agrees to take similar action. 
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I feel that Europe should take cognizance of the Latin Americas1 

need to expand and stabilize their export markets, and that 
European action on this matter — in addition to expanded programs 
of direct aid — would be of great benefit to the development of the 
free world. We would, of course, like to see European capital, both 
government and private, play an increasing role in hemisphere 
development. Expanding trade offers an excellent opportunity for 
the newly prosperous industrial nations to provide — by their 
immediate efforts — greater cooperation in this vital field. 
In conclusion, I would like to emphasize once more the over
whelming urgency of the problems which the Alliance is designed to 
meet. I cannot think of a better way to describe this urgency 
than in the words of Teodoro Moscoso — U. S. Coordinator for the 
Alliance — who said of all the partners of the Alliance recently: 
"Like generals sending regiments Into a 

decisive battle, we may not have the luxury of 
leisurely deployment of our troops, or of perfect 
textbook planning of how the battle should be 
fought. This means that in all probability we 
will make errors. But the one error we cannot 
afford to make is that of waiting, of letting 
the initiative slip out of our grasp. We must 
attack, massively, the enemies of poverty, injustice 
and hopelessness which still characterize the lot of 
so many in our hemisphere." 

oOo 



TREASURY DEPARTMENT 

WASHINGTON, D.C. 

June 26, 1962 

FOR IMMEDIATE RELEASE 

TREASURY DECISION ON FUR FELT HOODS, BODIES, AND CAPS 
UNDER THE ANTIDUMPING ACT 

The Treasury Department has determined that fur felt hoods, bodies, 

and caps from Czechoslovakia are 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. 

The dollar value of imports of the involved merchandise received 

during 1961 was approximately $50,000. 
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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 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 capital assets. Accordingly, the owner 

of Treasury bills (other than life insurance companies) issued hereunder need in

clude 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 actuall; 

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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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. 

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 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 bills dated April 5, 1962 , ( 91 days remain-

P5 "W" 
ing until maturity date on October 4, 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 ac

cepted competitive bids for the respective issues. Settlement for accepted ten

ders in accordance with the bids must be made or completed at the Federal Reserve 

Bojjfcg on July 5, 1962 , in cash or other immediately available funds or 

^B_5 
in a like face amount of Treasury bills maturing July 5, 1962 . Cash 
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TREASURY DEPARTMENT 
Washington 

FOR IMMEDIATE RELEASE, jfcne 27, 1962 

' ' >w,*gr,-*,v.w.v. .*.< 

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 $ 2,000,000,000 , or thereabouts, for 

%@l 
cash and in exchange for Treasury bills maturing July 5, 1962 , in the amount 

pp 
of $ 1,801,102,000 , as follows: 
91 -day bills (to maturity date) to be issued July 5, 1962 , 

P_v -
in the amount of $ 1,500,000,000 , or thereabouts, represent-

ing an additional amount of bills dated April 5, 1962 , 

and to mature October 4, 1962 , originally issued in the 

amount of $ 600,567,000 , the additional and original bills 

to be freely interchangeable. 

182 -day bills, for $ 700,000,000 , or thereabouts, to be dated 

" — — ^ s _ _ ? 
July 5, 1962 , and to mature January 5, 1965 

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

and noncompetitive bidding as hereinafter provided, and at maturity their face 

amount will be payable without interest. They will be issued in bearer form only, 

and in denominations of $1,000, $5,000, $10,000, $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 
Daylight Saving 

closing hour, one-thirty p.m., Eastern&GB8BEm time, Monday, July 2, 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 
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TREASURY DEPARTMENT 

WASHINGTON, D.C. 

June 27, 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 
$ 2,000,000,000, or thereabouts, for cash and in exchange for 
Treasury bills maturing July 5, 1962, in the amount of 
$ 1,801,102,000, as follows: 
91-day bills (to maturity date) to be issued July 5, 1962, 
in the amount of $1,300,000,000, or thereabouts, representing an 
additional amount of bills dated April 5, 1962, and to 
mature October 4>, 1962, originally Issued in the amount of 
$ 600,567,000, the additional and original bills to be freely 
interchangeable, 
182-day bills, for $700,000,000, or thereabouts, to be dated 
July 5, 1962, and to mature January 3, 1963. 
The bills of both series will be issued on a discount basis under 
competitive and noncompetitive bidding as hereinafter provided, and at 
maturity their face amount will be payable without interest. They 
will be issued in bearer form only, and in denominations of $1,000, 
$5,000, $10,000, $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 Daylight Saving 
time, Monday, July 2, 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 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 temders 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-531 
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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 reservations, noncompetitive 
tenders for $200,000 or less for the additional bills dated 
April 5, 1962, (91-days remaining until maturity date on 
October 4, 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 Banks on July 5, 1962, 
in cash or other immediately available funds or in a like face 
amount of Treasury bills maturing July 5, 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 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. 4l8 (current, revision) and this 
notice prescribe the terms of the Treasury bills and govern the conditions of their issue. Copies of the circular may be obtained from any Federal Reserve Bank or Branch. 
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TREASURY DEPARTMENT 

WASHINGTON, D 

June 28, 1962 

RELEASE A.M. NEWSPAPERS 
Friday, June 29, 1962 

SWEDEN PAYS MARSHALL PLAN 
OBLIGATION IN FULL 

The Kingdom of Sweden today paid in full Sweden's entire 

remaining obligation to the United States arising out of loans 

under the Economic Cooperation Act known as the Marshall Plan. 

The payment received totalled $16,217,506.85 including 

$16,020,000.00 on principal and $197,506.85 on interest. Under 

terms of the agreement final payment would have been made on 

December 31, 1983. This is the only debt owed by the 

Kingdom of Sweden to the U.S. Government. 

On behalf of the United States, Robert V. Roosa, Under 

Secretary of the Treasury for Monetary Affairs, expressed his 

appreciation to Mr. Krister Wickman, Under Secretary, 

Ministry of Finance of the Kingdom of Sweden. Under Secretary 

Roosa stated that this action is indicative of the strength of 

the Swedish economy and the important role that Sweden is 

playing in the development of international financial cooperation. 
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