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UNITED STATES SAVINGS BONDS ISSUED AND REDEEMED THROUGH November 30, 1967

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

DESCRIPTION AMOUNT 1ssue0 Y/ REDCEMLD &/ OuTSPANDING o;"’f&’JSH'f?QSSo
ATVURED
Series A-1935 thru D-1041 5,003 L,995 8 .16
Series [ and G-1941 thru 1952 29,521 29,470 51 .17
Series J and K-1952 thru 1950 2,236 2,216 20 .89
NMATURED e ——
Series 10 Y
1541 1,867 1,633 23L 12.53
1042 8,26 7,231 1,014 12.30
1943 13,272 11,670 1,602 12.07
1944 15,473 13,509 1,964 12,69
1945 12,1563 10,119 1,734 14.27
1946 5,498 L,522 976 17.75
1947 _ 5,206 L,112 1,093 21.00
1048 5,372 L1043 1,230 22.90
1949 5,298 L,013 1,284 2h.2l
1950 L,631 3,L52 1,179 25.L6
1051 L,008 2,988 1,020 25.L5
1952 L,199 3,101 1,098 26.15
1953 L,793 3,uL0 1,353 28.23
1554 L,882 3,419 1,L62 29.95
1955 5,083 3,L85 1,599 31.456
1936 li,902 3,302 1,600 32.64
957 L, 610 3,004 1,606 3L.8L
1958 L, L8] 2,756 1,725 28.50
1959 L,192 2,524 1,668 39.79
1960 4,193 2,002 1,791 L2.71
1961 L,220 2,290 1,930 L5.73
1962 L,065 2,143 1,922 L7.28
1963 4,521 2,198 2,323 51.33
1564 4,410 2,102 2,308 £2.3k
1965 4,316 1,968 2,3L8 sh.Lo
1566 L,632 1,780 2,852 61.57
1967 3,228 728 2,500 77.L45
Unclassified sl 503 22 L.20
Total Series E 152,275 108,838 L3,0437 28.53
Series i (1952 thru May, 1959) < 5,L85 2,895 2,590 47,22
H (June, 1959 thru 1967) — et~ 6,407 1,1l 5,267 82.21
_Total Series H 11,892 LL,036 7,856 66.06
Total Series E and H 164,167 112,874 51,293 31.2
4
Series J and K ( 1955 thru 1957) —— | 1,515 1,220 295 Y 19.47
Total matured 36,780 36,681 79 21
All Series { T'otal unmatured —. 165:682 11h:09h 51,588 31.14
Grand Total 202, Ll 150,775 51,667 25.52

cludes acerued discount,
seent redemption value,

L option of owner bonds may be held and will earn int
cludes matured bonds which have not been presented for redemption.
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erest for additional periods after original maturity dates,




UNITED STATES SAVINGS BONDS ISSUED AND REDEEMED THROUGH December 31, 1967

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

DESCRIPTION

AMOUNT ISSUED Y/

AMOUNT
REDEEMED L/

AMOUNT
OUTSTANDING %/

% OUTSTANDING
OF AMOUNT ISSUED

MATURED

Series A-1935 thru D-1941
Series F and G-1941 thru 1952

Series J and K-1952 thru

UNMATURED
Series E ¥/:
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967

Unclassified

Total Series E

Series H (1952 thru May, 1959)—3/
H (June, 1959 thru 1967)

Total Series H

Total Series E and H

Series J and K (1956 thru 1957)

All Series{

Total matured _ |
Total unmatured

Grand Total

5,003 L, 095 8 .16
29,521 29,L70 51 .17
3,156 3,089 67 2.12
1,869 1.635 235 12.57
8,250 7,237 1,013 12.28
13,276 11,679 1,597 12.03
15,L8L 13,519 1,96k 12.68
12,162 10,L28 1,734 1L.26
5,502 L4527 97k 17.70
5,210 L, 119 1,091 20,94
5,377 L, 149 1,229 22.86
5,303 1,020 1,283 24,19
L,635 3,.08 1,177 25.39
L,012 2,994 1,018 25.37
L,201 3,107 1,094 26,04
L,797 3,LbL7 1,350 28414
L,886 3,427 1,L59 29.86
5,088 3,L% 1,594 31.33
L, 907 3,512 1,595 32.50
L,613 3,017 1,596 3% .60
L,L88 2,758 1,720 38,32
L,198 2,833 1,665 39.66
L,201 2,111 1,790 L2.51
L,227 2,299 1,929 L5 .6k
L,073 2,152 1,921 L7.16
L,529 2,209 2,320 51.23
bL,L18 2,116 2,302 52.11
L,32L 1,985 2,339 5L.09
L,6L2 1,815 2,827 60.5C
3,589 8Lo 2,7L0 76.3L
199 553 -53 -

152,761 109,257 43,50l 28.L8
5,L88 2,932 2,552 L6.53
6,LL1 1,1L5 5,296 82.22
11,926 4,077 7,8L8 65.81
164,687 113,33k 51,352 31.18
595 366 229 38.L9
37,680 37,55k 126 .33
165,282 113,701 51,581 31.21
202,961 151,255 51,707 25 .8

Includes accrued discount.
Current redemption value.

At option of orner bonds may be held and will earn interest for additional periods after original maturity dates.
WW .
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TREASURY DEPARTMENT

FOR IMMEDTATE RELEASE

SECRET SERVICE PROMOTIONS
ANNOUNCED

f. &. Secret Service Director, James J. Rowley, today announced
the promotica of Rufus W. Youngblood to Deputy Director. This

new post is the second highest position in the Secret Service.

Thomas L. Johns, formerly Special Agent in Charge of the
Presidential Protective Division, is succeeding Mr. Youngblood
as Assistant Director {Protective Forces).

Robert H. Taylor, formerly Deputy Special Agent in Charge
of the Presidential Protective Division, is promoted to the
position of Deputy Assistant Dircctor (Protective Forces).

Clinton J. Hill, formerly Assistant Special Agent in Charge
of the Presidential Protective Division, is promoted to
Special Agent in Charge of that Division.

Director Rowley said thut these promotions are a final part
of the overall racent reorganization of the Secret Service. The
purpose of this reorganization is to strengthen and broaden the
administrative structure of the Service.

The Deputy Director participates with the Director in
supervising the activities of the Secret Service in the
discharge of its protective and criminal investigative
responsibilities.

Mr. Youngblood was born January 13, 1924 in Macon, Georgia.
He served in the U. S. Army Air Force during World War II. He
is a graduate of the Georgia Institute of Technology, Atlanta,
Georgia, and earned a Bachelor of Industrial Engineering Degree
in 1950. Mr. Youngblood was appointed as a Special Agent with
the Secret Service in 1951 and has served in the Atlanta and
Washington, D. C., field offices and on the Vice Presidential
and Presidential Protective Divisions. 1In 1965 he was promoted
to Special Agent in Charge of the Presidential Protective Division
and later that year promoted to Assistant Director (Protective
Forces). Mr. Youngblood resides in suburban Virginia with his
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wife, the former Peggy Denham, and three children; daughters -
Adele Lois age 11; Rebecca Ann age 6; and son Mark age 17.

A married daughter, Joy Youngblood Rumpf, resides in
Andover, Massachusetts.

Mr. Johns was born on December 11, 1925, in Birmingham,
Alabama. He served as an Aviation Cadet with the U.S. Naval
Air Corps during World War II. 1In 1950 he earned a Bachelor of
Science Degree in Law and Business Administration from Howard
College in Birmingham. Mr. Johns was appointed to the
Secret Service as a Special Agent in 1954 and has served in the
Birmingham, Chicago, and Atlanta field offices on the Vice
Presidential and Presidential Protective Divisions. He was
promoted to Assistant Special Agent in Charge of the Presidential
Protective Division in 1965 and in 1966 to Special Agent in
Charge of that Division. He resides in suburban Virginia with

his wife, the former Nita Jean Parker, with their son Jeff age
17.

Mr. Taylor was born May 16, 1926 in Iola, Kansas. He served
in the U.S. Navy during World War II. He received a B.A. Degree
in Political Science from Wichita State University in Wichita,
Kansas, in 1950 and has attended Memphis State Law School,
Memphis, Tennessee. He was appointed to the Secret Service as
a Special Agent in 1950 and has served in the Kansas City,
Washington, D. C., and Memphis field offices and on the
Presidential Protective Division. Before his promotion to
Deputy Special Agent in Charge of the Presidential Protective
Division in 1966, Mr. Taylor was Special Agent in Charge of the
Mcmphis Field Office. Mr. Taylor resides in suburban Virginia
with his wife, the former Loretta Mae Bowman, and their two
children, a daughter Karen age 16, and a son Kenneth age 14,

Mr. Hill was born January 4, 1932 in Larimore, North Dakcta.
In 1954 he graduated from Concordia College, Moorehead, Minnesota,
with an A.B. Degree in History. He served in the U.S. Army,
Counter Intelligence Corps, from 1954 to 1957. He was appointed
as a Special Agent with the Secret Service in 1958. After
serving in the Denver Field Office he was transferred in 1959
to the Presidential Protective Division. Mr. Hill resides
in suburban Virginia with his wife, the former Gwen Ardeth Brown,
and their two sons, Chris age 1l and Corey age 6.

o0o



TREASURY DEPARTMENT

OR RELEASE 6:30 P.M., WASHINGTON. D.C.

— —— s T

RESULTS OF TREASURY'S WEEKLY BILL OFFERING

The Treasury Department announced that the tenders for two series of Treasury
ills, one series to be an additional issue of the bills dated September 7, 1967, and
he other series to be dated December 7, 1967, which were offered November 29, 1967,
ere opened at the Federal Reserve Banks todey. Tenders were invited for $1,500,000, 000,
r thereabouts, of 9l-day bills and for $1,000,000,000, or theresbouts, of 182-day
ills. The details of the two series are as follows:

ANGE OF ACCEPTED
OMPETITIVE BIDS:

9l-day Treasury bills :
maturing March 7, 1968 :
Approx. Equiv.

182~-day Treasury bills
maturing June 6, 1968
Approx. Equiv.

Price Annusal Rate : Price Annual Rate
High 98.746 4.961% : 97.190 00085
Low 98.736 5.000% : 97.174 5.590%
Aversge 98.739 4.98% 1/ 97.179 5.580% 1/

46% of the amount of 9l-day bills bid for at the low price was accepted
34% of the amount of 182-day bills bid for at the low price was accepted

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted : Applied For Accepted

Boston $ 19,161,000 3 9,161,000 : § 28,253,000 § 7,153,000
New York 1,888,148,000 1,054,068,000 : 1,647,400,000 756,133,000
Philadelphia 37,455,000 12,605,000 14,983,000 4,917,000
Cleveland 48,773,000 23,690,000 : 64,010,000 29,390,000
Richmond 20, 456,000 17,279,000 20,584,000 9,604,000
Atlanta 57,263,000 34,261,000 43,433,000 23,323,000
Chicago 247,267,000 135,089,000 ¢717,607,000 78,917,000
St. Louis 51,803,000 33,903,000 31,812,000 16,442,000
Minneapolis 28,746,000 18,336,000 : 21,328,000 7,868,000
Kansas City 26,729,000 20,487,000 . 13,787,000 11,287,000
Dallas 26,129,000 13,929,000 : 14,174,000 8,874,000
San Francisco 309, 780,000 127,320,000 : 238,498,000 46,823,000

TOTALS  $2, 761,710,000 $1,500,128,000 &/ $2,415,869,000  $1,000, 731,000 b/

Includes $216,041,000 noncompetitive tenders accepted at the average price of 98.739
/" Includes $153,936,000 noncompetitive tenders accepted at the average price of g97.17¢
/" These rates are on a bank discount basis. The equivalent coupon issue yields are

5.14% for the 91-day bills, and 5.84 % for the 182-day bills.
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TREASURY DEPARTMENT

WASHKINGTON, D.C.
December 4, 1967

FOR IMMEDTATE RELEASE

UNITED STATES FOREIGN GOLD TRANSACTIONS IN 1967

The Treasury announced today that net sales of monetary
gold by the United States to foreign countries during the
third quarter of 1967 amounted to approximately $53 million.

The major transactions during the quarter, as shown in
Table I, were the purchase of $19,.6 million from Greece by
the United States and the sale by the United States of $76.6
million to the United Kingdom.

The net drain on United States monetary gold stocks in the
third quarter due to industrial and artistic demand (net of
inflow from new production and scrap) came to $39 million. This
brought the total net outflow of gold from the gold stock of the
United States in the third quarter of 1967 to $92.2 million.

Table II, attached, shows quarterly sales of gold by the
United States during 1967 to other countries to enable them to
pay the gold portion of their quota increases in the Inter-
national Monetary Fund. Deposits of like amounts of gold were
made by the IMF with the United States to mitigate the effects
upon the United States gold stock of the quota increases.

Attachments
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TABLE 1

UNITED STATES NET MONETARY GOLD TRANSACTIONS WITH

FOREIGN COUNTRIES AND INTERNATIONAL INSTITUTIONS
January 1 - September 30, 1967

(In millj
Fgrsi 5

f dollars at $35 per fine troy ounce)

i econd Third
Area and Country Quarter Quarter Quarter Total
¥estern Europe
Greece - - +19.6 +19.6
Ireland -0.3 -0.56 -0.4 -1.3
Switzerland - -3C,.0 - -30.0
Turkey -16,9 +21.2 - +hod
United Kingdom +3.3 -34.0 -76,6  -107.3
Yugoslavia =0.7 —~=0,9 _=0.7 2.2
Total "1405 -44-3 -58.1 - 16.8
Canads - +50.0 - +50,0
Latin fmerics
Argentma "Golg "003 -Ool -Oo8
Brazil ~0.4 -0,3 -0,1 -0.8
C’hile “’105 "105 - "‘300
Colombia * * - *
Costa Rica -0.1 -0,.1 ~0,1 =04
Dominican Republic -0, L ~0,1 -0,1 0.4
Ecuador - ~0.2 -0.6 -0.8
El Saivador - - -2.5 2.5
Guatemals * * #* -0.1
Haiti * -0,.1 -0,1 -0.2
Honduras * - > *
Mexico -1G,0 - - -10.0
Nicaragua ~C.1 * - =0,.1
Peru +10,0 +15.,0 +10,0 +35.0
Surinam +2.6 - - +2.6
U a * »* * jzl !
ng:ﬁ{ -C,1 +12.3 +6.2 +18,4
Aﬁi?gh&nistan -1.2 -0,1 0.1 -1l.3
Ceylon ~0,.1 * -0.1 ~0e2
Indonesia -1.8 - 0,2 =20
Iran -1.3 - - -1.3
Iraq =0,1 -0,1 - =0,2
Pakistan 0.2 -0,2 ~0.2 0,7
Syria —=0a2 —D.0 Qa2  —=Q.2
Total -4 58 =0,6 0.8 -6,2
Africa
Burundi * * * *
Liberia -0.1 -0,1 -0,.1 -0.3
Rwanda * * * -0.1
Somalia -0.1 0,1 ~0.1 -0.2
Sudan 0.1 0,2 0.2 0.5
Tunisia —=0.1 —=0.1 —0.1 —=0.3
Total 0.4 0.5 0.5 -l
Total -19.8 +17.0 ~53,2 -56,1
Damestic Transactions ~-29.9 -32.5 -390 -101.3
Total Gold Outflow -49.7 -15.5 =0 ez =157 .4

*Under $50 » 000,

Figures may not add to totals because of rounding.



UNITLED STATES MONETARY GOLD TRANSACTIONS
WITH FOREIGN COUNTRIES

TABLE 2

MITIGATED THROUGH SPECIAL DEPOSITS BY THE IMF
(Millions of U.S.$)

January 1 - September 30, 1967

Area and Country First Second Third
Quarter Quarter Quarter Total
Latin America
Dominican Republic -0.4 - - -0.4
Total -0.4 - - -0.4
Asia
Iran -13.7 - - =13.7
Lebanon -0.6 - - -0.6
Vietnam -1.3 - - -1.3
Total -15.6 - - =15.6
Africa
Algeria - -0,8 -0.8
Cameroon - -0.2 - -0.2
Central African Rep. - -0.1 - -0.1
Chad - -0.1 - -0.1
Congo(Brazzaville) - -0.1 - -0.1
Congo(Kinshasa) - -2.4 - -2.4
Dahomey - -0.1 - -0.1
Gabon - -0.1 - -0.1
Ivory Coast -0.2 - - -0.2
Mauritania - -0.1 - -0.1
Morocco - -0.9 - -0.9
Niger - - -0.1 -0.1
Rwanda - -0.2 - -0.2
Upper Volta - -0.1 - -0.1
Total -0.2 -5.3 -0.1 -5.5
Total -16.2 -5.3 -0.1 -21.6
IMF Deposit £16.2 £5.3 /0.1 £21.6



TREASURY DEPARTMENT

WASHINGTON, D.C.
I3
December §, 1967

FOR RELEASE P.M.'S
TUESDAY, DECEMBER 5, 1967

VICE PRESTIDENT HUMPHREY WILL MEET WITH
INDUSTRY -GOVERNMENT SPECTAL TRAVEL TASK FORCE
AT ORGANIZATION SESSION IN WASHINGTON
JANUARY 16, 1968

The first meeting of the Industry-Government Special
Travel Task Force will be held at the Treasury in
Washington on January 16, Robert M. McKinney, Chairman,
announced here yesterday. Vice President Hubert H.
Humphrey, will meet with the group at its organization
session.

Appointment of Robert G. Pelikan as Executive Director
of the Task Force was announced by Mr. McKinney. Mr. Pelikan,
on loan from the Office of the Assistant Secretary for
International Affairs, has served as Treasury Attache in
Rome and Tokyo. An office and staff to deal with matters
on the government sector of the Task Force assignment has
been established in the Treasury Department, Washington.
Matters in the private sector will be handled from the
New York office, to be established shortly.

The Presidential Task Force, consisting of leaders in
private industry and government, will recommend actions
to increase foreign travel to the United States, improving
the U.S. balance of payments and helping foreign visitors
learn to know the United States and its people. 1In
appointing the Task Force, the President noted that the wost
satisfactory way to arrest the increasing balance of payments
gap resulting from travel was not to limit American travel
abroad but rather to stimulate and encourage foreign travel
to the United States.

o0o
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TREASURY DEPARTMENT

WASHINGTON, D.C.

December 5, 1967
FOR_IMMEDIATE RELEASE

TREASURY ANNOUNCES PUBLICATION OF
PROGRESS IN MANAGEMENT IMPROVEMENT BOOKLET

The Treasury today announced the publication of "Progress in
Management Improvement," a pamphlet illustrating the results of
cost reduction and management improvement efforts undertaken by
bureaus of the Treasury Department in fiscal year 1967.

Savings under these actions added up to approximately
$145.6 million and 2,600 man-years. This total was reported by
the Treasury in a report to the President in September.

Examples of the achievements of the Department listed in
the 31-page booklet include:

(1) Two major changes in tax collection procedures
that had the effect of accelerating the collection
of revenue and thereby reducing borrowing costs
and saving $80 million.

(2) Elimination of needless paperwork by the Bureau
of Customs that will save an estimated $341,000
in processing time and costs. In terms of
processing, this will mean a reduction of
1,324,000 pieces of paper each year within
Customs and 566,000 pieces of paper the public
will no longer have to prepare.

(3) The Bureau of Accounts presorted by ZIP Code,
Social Security, and tax refund checks prior
to release to the Post Office Department with
resulting savings to the Post Office Department
of more than S1 million.

S P s o
PAY PAY PAY PAY

F-1099



-2 -

(4) The Internal Revenue Service program saved

$16.4 million and 1,641 man-years through
management improvements including:

a. Greater use of GSA vehicles and adoption
of a sliding scale reimbursement rate
for users of privately owned automobiles.
Nearly half a million dollars were saved
by encouraging drivers to use GSA vehicles
for official travel and, where this was not
possible, reimbursing them at a rate
comparable to the cost of renting a GSA
vehicle. Previously, drivers of privately
owned automobiles were reimbursed at a rate
of 10 cents per mile as compared with the
7 cents per mile cost of renting a GSA
vehicle.

b. In excess of $2 million was saved by IRS
through constant review of the need for
vacant positions. During fiscal years
1966 and 1967, over 300 vacant positions
were abolished as a result of this review.

c. Saving of $2.3 million resulted from
suggestions submitted by IRS employees.
This developed from the IRS policy to
make maximum use of the employee suggestion
program as a tool for improving management
effectiveness.

(5) The Bureau of Engraving and Printing saved

(6)

$256,000 by the use of improved equipment
and techniques to reduce the average cost
of printing currency from $8.42 to $8.14
per thousand notes.

The Office of the Treasurer reduced reimbursable
costs by more than $1 million through regulations
granting the Federal Reserve banks the authority
to verify and destroy certain denominations of
unfit Federal Reserve notes.



-3 -

(7) The United States Coast Guard, which at the time
was a bureau of the Treasury Department, saved
nearly $38 million during fiscal year 1967.

The major cost reduction of $14.6 million
resulted from a reorganization of the search
and rescue facilities along the East and Gulf
coasts which will enable the Coast Guard to
provide better service at less cost.

o0o



TREASURY DEPARTMENT

WASHINGTON. D.C.
December 4, 1967

FOR IMMEDIATE RELEASE

TREASURY SECRETARY FOWLER NAMES WILLIAM B. ANDREWS
AS NEW SAVINGS BONDS CHAIRMAN FOR THE STATE OF MONTANA

William B. Andrews, President of the Union Bank and Trust
Company of Helena, Montana, has been appointed by Secretary
of the Treasury Henry H. Fowler as volunteer State Chairman
for the Savings Bonds Program in Montana. He succeeds A. T.
Hibbard, Honorary Chairman of the Board, Union Bank and Trust
Company, Helena.

Commenting on Mr. Andrews' appointment, Secretary Fowler
said "We feel that the Savings Bonds Program is one of the
most important activities in which we are engaged. It not
only is an essential feature of our debt management program
but also serves to encourage thrift."

Mr. Andrews has served for eight years as Vice State
Chairman of the Montana Savings Bonds Committee and has long
been associated with the program.

He is a graduate of the University of Montana,majoring
in business administration. He served as an officer in the
Army during World War II. He entered the banking industry in
1951 and rose to the presidency of one of the largest banks
in Montana in 1966. He is a leader in civic activities in
his community and is well known and highly regarded in indus-
try throughout Montana.

o0o



TREASURY DEPARTMENT

WASHINGTON. D.C.

December 6, 1967
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
$2,500,000,000, or thereabouts, for cash and in exchange for

Treasury bills maturing December 14, 1967, in the amount of
$2,400,635,000, as follows:

91 -day bills (to maturity date) to be issued December 14, 1967,
in the amount of $1,500,000,000, or thereabouts, representing an
additional amount of bills dated September 14, 1967 and to
mature March 14, 1968, originally issued in the amount of
$1,000,527,000, the additional and original bills to be freely
interchangeable.

182 -day bills, for $1,000,000,000, or thereabouts, to be dated
December 14, 1967, and to mature June 13, 1968.

The bills of both series will be issued on a discount basis under
competitive and noncompetitive bidding as hereinafter provided, and at
maturlty 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 Standard
time, Monday, December 11, 1967, Tenders will not be
recelved at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three decimals, e. g., 99.925., Fractions may not
be used. It 1s urged that tenders be made on the printed forms and
forwarded in the special envelopes which will be supplied by Federal
Reserve Banks or Branches on applicatlion 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 recelved
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 1lncorporated bank
or trust company.

F-1100



Immediately after the closing hour, tenders will be opened at the
Federal Reserve Banrks and Branches, following which public announce-
ment 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 Treasur
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
each issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on December 14, 1967, in
cash or other immediately available funds or in a like face amount
of Treasury bills maturing December 14, 1967. Cash and exchange tender:
will receive equal treatment. Cash adjustments will be made for
differences between the par value of maturing bills accepted in
exchange and the issue price of the new bills.

The income derived from Treasury bills, 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. 418 (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«
anyv Federal Reserve Bank or Branch.

o0o



TREASURY DEPARTMENT

WASHINGTON, D.C.
December 6, 1967

FOR IMMEDIATE RELEASE

TREASURY SECRETARY FOWLER NAMES JAMES W, RAWLES
NEW SAVINGS BONDS CHAIRMAN FOR THE STATE OF VIRGINIA

James W, kawles, Executive Vice President, State-Planters
Bank of Commerce and Trusts, Richmond, Va., was appointed by
Secretary of the Treasury Henry H. Fowler as volunteer State
Chairman for the Savings Bonds Program in Virginia, effective
Cecember 1, He succeeds John H. Randolph, Jr., President,
First Federel Savings and Loan Association of Richmond, Va.

Mr. Rawles is a native of Virginia. He received a Bachelor
of Arts degree from the University of Virginia, a Master of Busi-
ness Administration degree from the Harvard Business School, and
4 certificate from the Stonier Graduate School of Banking, Rut-
gers University.

He began his banking career with the J. & W. Seligman and
Company of New York in 1930. He joined State-Planters in
September 1933. He has served in a number of positions and
was elected Executive Vice President in 1966,

Mr., Rawles is a member of the Association of Reserve City
Bankers and has held a number of posts with the Virginia Bankers

Association.

He is active in many community activities including the
Red Cross, American Cancer Society and the United Givers Fund,

He is a member and former vestryman and treasurer of
St. Paul's Episcopal Church,

Mr. Rawles is married to the former Georgina Olivia
Marraccini. They have five children,
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TREASURY DEPARTMENT

WASHINGTON, D.C.

December 7, 1967

FOR IMMEDIATE RELEASE

The Treasury today announced that it has
transferred $475 million in gold from its
Treasurer of the United States account to its
Exchange Stabilization Fund. The gold will be
used to make settlement for the United States'
share in support operations in the London gold
market in November, to cover sales made
recently to central banks which requested the
Treasury to convert some of their dollar
balances into gold, and, as is customary from
time to time, to provide the Exchange Stabilization
Fund with additional resources to meet future

contingencies.

o0o

F-1101



TREASURY DEPARTMENT
Washington

REMARKS BY THE HONORABLE MELVIN I. WHITE
DEPUTY ASSISTANT SECRETARY FOR TAX POLICY
UNITED STATES TREASURY DEPARTMENT
BEFORE THE

ANNUAL TAX DINNER OF THE
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
AT THE BRUNSWICK INN, EAST BRUNSWICK, NEW JERSEY
WEDNESDAY, DECEMBER 6, 1967

Economic Issues in Tax Policy

Essentially good policy making is choosing the best among
the possible alternatives. To establish the proper basis for
policy, alternative courses of action must be subjected to a
two-sided examination: the benefits of each must be identified
and the cost calculated. Then the various benefit-cost
relationships -~ or expressed quantitatively, the benefit-
cost ratios -- must be compared with one another so that the
optimum action program can be decided upon. Furthermore, the
entire examination must be future-oriented, involving fore-
casts of possible consequences as a result of taking
alternative measures.

Economics perhaps more so than other disciplines does
develop, I think, sensitivity to, or even affinity for the
policy making problem. 1In economics one is accustomed to

think never in absolute, but only in relative terms; gains
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are always measured against costs; and the search is always
for the optimum, not the perfect solution. History is
irrelevant except when it can serve as a basis for appraising
the future.

However, the expertise of the economist is limited, and
there are not many areas where he can, working entirely within
the framework of his own discipline, designate the optimum
choice -- especially if you include capability of political
enactment as a criterion.

Certainly this is the case in the multi-faceted field of
tax policy. Therefore, I am aware that in dealing with the
economic aspects of tax policy tonight I am not giving a
rounded treatment of the subject. But in speaking to a group
as sophisticated in tax matters as this one, it is undoubtedly
wise to abide by a basic economic principle and focus these
remarks on that phase of the subject where I can at least
claim a comparative advantage. Beyond this, I do believe that
economics invariably has something important to say about what
should be done in tax policy, if not always about what can be

done.
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I would like then to consider some specific tax policy
issues for which an economic examination of the alternatives
involved appears to me to be particularly relevant and useful.

Form of the Surcharge

First -- a surprise to no one, I'm sure -- I would like
to consider the surcharge. As all of you undoubtedly know
the surcharge proposed by the President calls for a tax that
on a full year basis would be equal to 10 percent of existing
liabilities of individuals and corporations, not 10 percent
of income. On average the surcharge would amount to about
1 percent of personal income. Thus a married couple with two
dependents, a wage income of $10,000, and taking typical
deductions, would have a tax under present rates of $1,114.

A 10 percent surcharge would amount to S$111, or only slightly
more than 1 percent of the family's income.

The surcharge would not apply to low-income families and
individuals. The surcharge proposal provides an exemption
so that married couples with two dependents and with total
earnings of $5,000 or less, and single people with earnings
of less than $1,900 a year would not be subject to the sur-

charge. This exemption would cover approximately 16 million
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taxpayers. In addition there are, of course, all the families
and individuals who would not be subject to the surcharge
because they are not subject to tax under present law.
Altogether there are approximately 75 million men, women, and
children who would not be touched at all by the surcharge.

The surcharge form is itself, of course, a choice among
alternative ways of raising revenue. It is a choice that is
easy to administer, requires no change in the definition of
the tax base and is easy for the taxpayer to understand. It
reflects the generally progressive pattern of our present
income tax system, and this is strengthened by the provision
for a low-income exemption.

The surcharge form of tax increase is in line with the
recommendations concerning tax changes for short-run stabiliza-
tion of the Subcommittee on Fiscal Policy of the Joint
Economic Committee. 1In the spring of 1966 the Subcommittee
held hearings on the subject of tax changes for short-run
stabilization. These hearings constituted a thorough and
comprehensive investigation of the subject including alterna-

tive types of tax measures. The Subcommittee gave a final
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endorsement to a uniform percentage addition to (that is a
surcharge) or subtraction from, tax liabilities, as being on

balance the best type of tax change for purposes of economic
stabilization.

Relation to Tax Reform

There are those who, while not disclaiming the need for
a tax increase, have advocated the closing of loopholes in
our existing tax laws as a possible partial alternative, or
adjunct to, the surcharge. However, tax reform measures are
not appropriate for meeting the temporary objectives for
which the surcharge is so well designed.

Reform measures have the purpose of accomplishing permanent
not temporary structural changes in the tax system. They must
be appraised in relation to long-range objectives of the tax
system. The issues involved are complex and controversial,
and protracted Congressional debate about them is only to be
expected.

Furthermore, realistically viewed, revenue raising reforms
would provide significant revenue only after a considerable lapse
of time, and, thus, would not contribute significantly to the

fiscal restraint we now need. This reflects not only the



time required for Congressional debate but also the fact that
most reforms would involve some phasing in arrangement and
period of adjustment by taxpayers that would defer realiza-
tion of the potential revenue, in some cases, for many years.
This is not by any means to say, however, that tax reform
is unimportant, or that it is not a high priority item in the
tax policy outlook. On the contrary, tax reform proposals
for permanent revision of the laws are under intensive prepara-
tion in the Treasury. The President has said that tax reforms
will be forwarded to the Congress for the deliberate study,
debate, and action they require during the session next
year.

Alternatives to a Tax Increase

Accepting that the surcharge is the best form of tax
increase, there is still, of course, the question of whether
any tax increase at all is justified in present circumstances.
Put another way, would nct the nation be better off with the
alternative of a substantially larger Federal deficit?

We are all aware I'm sure that still another alterna-

tive has been proposed -- namely, to cut Federal non-defense
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expenditures so drastically that the surcharge will not be
needed. Some carefully worked out budget cutting at this time
is desirable, and a formula for doing so was presented to
the Ways and Means Committee by Secretary Henry H. Fowler
and by Director Charles L. Schultze of the Budget Bureau.
But it is neither feasible nor desirable to cut expenditures
in the drastic amount that would be necessary to obviate the
need for the surcharge. Responsible expenditure cut-backs
and the tax increase are what is needed; it is not a matter
of choice of one or the other.

The tax increase program proposed by the Administration,
including the speed-up on corporate tax payments and deferral
of excises, would yield $7.4 billion in fiscal year 1968.
Viewed against the nearly $800 billion level of our Gross
National Product, the fiscal year tax yield figure may not
indeed, appear significant. But in judging the economic impact
it must first of all be kept in mind that once the tax increase
program is fully in effect it will raise Federal revenues at

an annual rate of about $12 billion. Then, due to the
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multiplier effect, the tax increase could diminish the
annual rate of the GNP by considerably more than $12 billion
within a few quarters -- conservatively as much as $15 billion.

Next, in the present circumstances the tax increase and
its GNP effects should not be viewed against the level of
GNP but against the growth we might anticipate from hereon
with and without the tax increase, compared to the growth
the economy can stand without becoming unbalanced and infla-
tionary.

Chairman Gardner Ackley of the Council of Economic Advisers
and others have indicated that the economy can tolerate without
undue strain a growth in GNP of between $50-$60 billion. A
growth of $15 billion -- 25%-30% =-- more than this, which might
occur in the absence of the tax increase, is not compatible
with a balanced economy and non-inflationary rise in prices.

Again, the tax increase must be put in the proper perspec-
tive in order to appreciate its importance for the money and
credit markets. As Secretary Henry H. Fowler pointed out in
his statement before the Ways and Means Committee last Wednesday,

November 29, a key question is what the Federal sector's net
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demands will be in the January-June 1968 period, and beyond.
With a program of rigorous fiscal restraint, it would be
possible to make a seasonal repayment to the market of between
$2 to $5 billion during the January-June period of 1968.
Without the tax increase, it would be necessary to make a net
demand on the credit market in this period of $5-$6 billion or
more, depending on how successfully the expenditure side of
the budget was restrained. By comparison, in the January-
June period of 1967 the Federal sector supplied $11 billion

to the credit market. Thus without the tax increase the

swing in Federal credit demands from the first half of fiscal
1967 to the first half of fiscal 1968 might amount to $17
billion or more.

A figure of $17 billion may also not appear large in relation
to an $800 billion GNP. But that is not the relevant compari-
son. Rather the swing in Federal credit demand must be related
to the annual flow of credit through the credit markets,
which amounts to around $70 billion annually. Against this
total flow of $70 billion, a change in one sector of $17

billion does loom very large indeed.
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In the absence of the tax increase program, then, the
deficit and the borrowing, or credit, needs of the Federal
Government -- which would be large even with the surcharge --
would assume outsized proportions which would have consequences
for money and credit markets, interest rates, prices, and the
general economy.

Effects Without a Tax Increase

I cannot predict the exact magnitude of these consequences.
But it does not take much imagination, based on past experience
and the teachings of economics to suggest realistic possibilities.
Interest rates could rise. The cost of meeting the
Federal Government's credit needs would probably rise, but
those needs would, nevertheless, be met. So probably would
the needs of large corporations. But one cannot expect that
bank credit would expand sufficiently to accommodate all
demands. The monetary authorities will want to appraise total
demands carefully and accommodate only with reluctance a
larger aggregate volume. Undoubtedly as the net result of
enlarged Federal credit demands and Federal Reserve action,

there would be monetary restraint. Therefore, credit demands
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would go unsatisfied and perhaps other demands met only at
exorbitantly high rates. As was clear from our experience

in 1966, monetary restraint can have a powerful dampening
influence on the economy. But the major victim was, and
undoubtedly would be again, the homebuilding industry. State
and local governments would also be pinched, as would smaller
business firms.

Whether or not the surcharge is imposed, it is likely
that prices will rise. But without the surcharge prices will
rise more and faster. How much more, again, cannot be predicted
exactly. But all those low-income families and individuals
who would not be touched by the surcharge would clearly stand
to lose if there is an additional price rise because of not
imposing the surcharge. Beyond this, however, many families
and individuals -- and surprisingly far up the income scale --
might very well fare better with the surcharge than without
it, in the simple direct sense that the surcharge would amount
to less than the loss of purchasing power through the infla-

tionary rise in prices that might occur without the surcharge.
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I realize that I am speaking about future consequences
rather than about what is observable right now -- although
there is much to observe that points toward the necessity of
fiscal restraint. This is the way it should be. There are lags
in the effects of fiscal policy measures, and these measures
are not 100 percent flexible in the sense that they can be
reversed quickly and frequently. Therefore, we cannot wait
until we are already in an inflationary situation to act.

Action must be taken before hand, and therefore, whether
willingly or unwillingly, implicitly or explicitly, we are
bound to rely on forecasts when policy decisions are made.

I could go on with more detailed examination of the pos-
sible implications of not imposing the surcharge. But if I
did it would only reinforce what is implied in what I have
already said: namely, that in the clearest light that analysis,
prudent judgment, and evidence can provide, the surcharge
proposal does appear to meet the rigorous, and only really
relevant, test of being the best of the alternative courses

of action open to us.



Tax Credits and Incentives

Turning now to another aspect of tax policy, the use of
tax credits and tax incentives has an eternally popular appeal
as a method of achieving specific policy goals. One quickly
learns at the Treasury that the flow of claimants for such
use of the tax system is enormous and endless. In a recent
statement before the Senate Finance Committee on the bill
introduced by Senator Robert Kennedy to provide tax incentives
for the construction and rehabilitation of low-income housing,
Under Secretary Joseph W. Barr gave an indication of the
variety of tax incentive bills that have been introduced into
Congress. He listed bills to provide:

-- A tax credit for tuition and expenses of higher

education.

-- A tax credit to encourage contributions to higher

education.

-- A tax credit to encourage worker training.

-- A tax credit to encourage industrial pollution control.

-- A tax credit to encourage airport development.

-- A tax credit for underground transmission lines.
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-- A tax credit for exports.

-- A tax credit for freight cars.

-- A tax credit for gold mining.

-- A tax credit to encourage hiring older workers.

And this was only a partial list.

Now, in general, a tax credit, or tax deduction, costs
public funds just as surely as does an expenditure program.
However, they are not generally subject to as careful appraisal
as are expenditures since budgets are reviewed annually, tax
law only rarely. Thus, the use of tax credits and deductions
makes difficult the continuous rational calculation of the
efficiency with which our resources are being used for public
purposes.

Concern for this consequence of credits, deductions and
other tax benefits recently prompted Assistant Secretary
Stanley S. Surrey to advance a novel and very interesting
suggestion relating to the Federal Budget. Namely, that the
possibility should be explored of describing in the Federal
Budget the expenditure equivalents of the various tax benefit

provisions.
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While tax incentives may accomplish some desirable results,
in every case the question must be raised as to whether there
are alternative ways of accomplishing these results at lower
cost. Included in this cost is the erosion of the tax base
that goes beyond the one particular credit that is proposed.
It is a simple fact of life that no one proposal for use of
a credit or deduction can be evaluated in isolation. It
inevitably becomes a precedent that will weaken resistance
to others. The proliferation of deductions, credits and
preferences, increases inequity, multiplies opportunities
for tax avoidance, and, in narrowing the tax base, causes
the level of tax rates to be higher than they otherwise would
be. The Treasury official must always include a heavy ''cost
add-on'" reflecting this precedent effect when weighing cost
against benefits of a specific proposal. Finally, the goal
of a particular tax credit or deduction, laudable though it
may be in its own right, must be evaluated against the aims

of other laudable programs that also require public funds.
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These general points about the role of tax incentives
can be illustrated by considering some of the specific areas
where such incentives have been proposed.

Tax Incentives for Low-Income Housing

Tax incentives have been advocated to induce investment
in low-income housing in slum areas. This advocacy does not
imply that the present tax law is disadvantageous to real
investment in general or specifically to investment in low-
income housing. Present law provisions offer opportunity for
converting ordinary income into capital gain. For several
categories of building investment we are aware of the fact
that a common operating procedure is for an investor to acquire
or construct a building on a relatively small equity and hold
it for a period of 8 to 10 years, and then sell it. During
his period of ownership depreciation deductions allowed for
tax purposes are sufficiently high to offset most of the cash
throw-off, and perhaps even create a loss which can be used
to offset taxable income from other sources. The gain from
the sale of the building at the end of the period is then

taxed mostly at the preferential capital gains rate.
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On the other hand, it must be recognized that buildings
are not eligible for the investment credit nor have deprecia-
tion guidelines been established for them. One cannot really
say then, a priori, whether on balance the tax system favors
or disfavors real estate investment.

Rather the problem is seen to be that low and moderate- income
families cannot afford to pay rents that will, at prevailing
levels of building and construction costs, provide sufficient
profit to induce the construction of an adequate volume of
low-income housing. The purpose of the tax incentive proposals
then i{s to help close the gap between what low-income tenants
can afford to pay and the net return required from housing
projects by investors. The tax proposals include tax credits
and especially fast write-off of capital costs.

Immediately it may be worth noting that the equivalent
of any tax incentive proposal can be provided by some form of
government expenditure or loan program. Allowing a taxpayer to
speed up depreciation deductions by taking, say, 20 percent of
the cost in the first year permits a corporate taxpayer to reduce
tax payments by 48 percent of this deduction in that year, and

requires a commensurate increase in tax payments at a future
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time over what would have been paid in the absence of the
special depreciation deduction. This benefit can be matched

by providing an interest-free loan equal to the tax saving from
the depreciation deduction, to be repaid at a later date.

A tax credit equal to X percent of the cost of the invest-
ment can be matched by a direct payment equal to the same
X percent. Alternatively a comparison can be made in the
opposite direction: the stream of benefits to an investor
from an annual rent supplement program could be duplicated by
a program of annual tax credits.

Thus the tax incentive approach has alternatives for
providing investor inducements. How does its impact differ
from the alternatives?

One dvious difference is that the tax approach does not
provide inducement to the individual or corporation having
limited income from other sources and therefore unable to make
full use of tax incentives. A direct payment could provide
benefits even where the housing project was the investor's

sole activity.



- 19 -

The tax benefit from a rapid depreciation deduction varys
with the income and tax brackets of the investor. The benefit

from a dollar of depreciation deduction can range from as

high as 70 cents for the top bracket taxpayer to as low as 14 cents
for a low-income investor. This incidentally implies a reversal
in the pattern of rewards from what is provided by a free
market response to a condition of shortage. Under the free
market a shortage results in uniformly higher prices to all
suppliers of shortage items increasing the income they earn
for their services and the services of their capital. Then
the progressive tax implies that the rich supplier keeps after
tax only 30 cents of the dollar of additional income while
the low-income investor would retain 86 cents on the dollar.

The provision of tax incentives as I have already men-
tioned, costs public funds. 1In this case the funds would be
transferred from the rest of the community to investors in
low-income housing. The transfer would be the price paid to
attract investors' capital. Questionsmy be raised as to
whether there are alternative ways of attracting the needed
capital at lower cost. Guaranteed loan programs similar to

those already in being,but perhaps on a more liberal scale,



- 20 -
should be examined as an alternative. Guarantees of various
sorts might do much to remove some of the special risks that
deter investment in low-income areas, reducing perhaps the
required rate of return. Debt capital is likely to be cheaper
to attract than equity capital. The argument for the latter
is that it is necessary to assure high quality entrepreneurship
in "packaging'' projects, and high quality management of the
constructed project. But it is not clear how large an equity
ratio is needed to fulfill this function.

Manpower Training Incentives

Manpower training is another area, I think, where there
is general agreement that programs should be expanded
beyond their present scope. Such expansion would have the
objectives of alleviating skill shortages, increasing the
employability of disadvantaged workers, facilitating the re-
employment of workers displaced by technological change and
generally improving the skills and productivity of the labor
force.

Fundamentally, the justification for a subsidy to private

industry to train workers is that, due to labor turn-over,
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the individual firm under-invests in worker training, because
the benefit from the training will not be returned to the
firm but will go to other employers when the worker shifts
his job.

To improve on the solution provided by the market and
induce additional investment in training, it has been proposed
that a tax credit for manpower training be allowed to industry.
This has been viewed as a particularly apt approach, since
it would appear to put investment in human capital on a par
with investment in physical assets, to which the 7 percent
investment credit applies.

However, there are serious defects with this approach.

In the first place it might be noted that insofar as tax
treatment is concerned investment in manpower training is not
now necessarily disadvantaged compared to physical investment,
even after allowing for the investment credit. The reason

for this is that outlays for training are treated as current
expense for tax purposes. This is equivalent to permitting
instant, 100 percent depreciation, and it is sufficiently

more favorable than double declining balance or sum of the
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years digits methods of depreciation to more than offset the
investment credit.

Further, the investment credit was readily integrated
into the regular administration of the income tax since the
essential determinations involved in its application are part
and parcel of administering depreciation on capital equipment.
Manpower training credit, on the other hand, requires new
factual determinations, judgments and application of criteria
that are not a normal part of tax administration nor readily
adapted to it.

The tax credit approach does not appear an efficient
device for alleviating specific occupational shortages, which
are concentrated in a few sectors of the economy and in public
service areas (medical, educational, and welfare occupations)
which would not be affected by the credit. For firms that
do have labor shortages the effect of the credit is quite
uncertain: many firms are too small to conduct training
programs effectively, and many large firms in capital goods
and defense industries are limited in their engagement in

training by uncertainty as to output which the credit would
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not overcome. The help the credit might give to the disad-
vantaged is likely to be very limited: most workers who would
be trained would be those already employed and relatively well
educated, and the disadvantaged probably need pre-job train-
ing before they can benefit from on-the-job training.

All this is not to say that industry should not be assisted
in expanding training. Rather, it is to say that the tax
incentive device is not the proper tool. Alternative approaches
would be more effective.

Pollution Control

A similar line of reasoning applies to pollution control.
Again a problem arises because the market does not produce
the desired solution. In this case it is due to the fact
that a cost item, rather than a benefit, accrues to other than
the originating firm. Thus, the firm tends to under-invest
in methods that will reduce this cost.

There is, of course, an economic viewpoint that the cost
of pollution -- or of averting pollution -- ought to be borne
entirely by the industry and its customers. This viewpant
leads to such proposals as imposing a charge on effluents set
sufficiently high to induce their curtailment to acceptable

levels, which would come about as a result of adopting methods
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that diminish effluents or as a result of curtailing industry
output in response to higher costs and prices, or both.

But setting such an approach aside and accepting public
responsibility for meeting some portion of the costs of pol-
lution control, the question is whether tax allowance is the
proper way to do it. A tax allowance is likely to be ineffi-
cient. It tends to be geared to meeting the cost of pollution
control only when it is done by treating effluents at the end
of the production process. But there apparently are numerous
other possible technical means of cutting down on pollution at
other stages in the production process which would be reflected
in higher operating costs (low sulphur fuels for power plants;
better quality control in production; alkalize acid waste and
dump it rather than build a plant to remove it). It would be
difficult to devise equivalent tax allowances when these means
are adopted. Not all pollution is equally significant and it
would be preferable to have a method of cost-sharing that
could be varied so that the sharing might be greater, say, for
high density communities with many sources of pollution than
for low density communities with few pollution sources. And
tax incentives vary in their impact on firms: pollution does

frequently arise from firms that operate at little or no profit,
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perhaps for purposes of recovering sunk capital, and, there-
fore, would not be responsive to tax incentives, while rela-
tively small benefits would be derived from tax deductions by
small firms subject to lower marginal rates.

All three of these areas -- low-income housing, manpower
training, pollution control -- as well as many others involve
socially desirable objectives although individuals would differ
about priorities. 1If the tax system were used for such programs,
one wonders how often the programs would be re-examined to
evaluate effectiveness and to reappraise their priorities.
Finally, if we were to travel freely down the tax incentive
route the Treasury Department would soon be making crucial
decisions in almost all matters of economic policy. I can
assure you that the prospect of such an empire is not really

an appealing one to the Treasury Department.

Federal Assistance to States and Localities

Finally, and briefly,a policy issue that very much requires
examination of alternatives is that of Federal assistance to
state and local govermments. Many alternatives have been

advanced as to the method to be followed. These include:
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substantial Federal tax credits for state income taxes; Federal
assumption of a larger share of welfare costs (either directly
or through such devices as guaranteed income or negative income
tax); expanded urban programs with adequate funding of the
Model Cities program and more flexibility provided through an
urban development fund which merges different grant programs;
and general support grants with a wide range of proposed
formulas for distributing funds to states and to localities.

On the basis of our present knowledge and analysis, it seems

to me premature to try to make a choice at this time. All of
these alternatives involve difficult problems of implementa-
tion. We are faced today with heavy demands on our fiscal
resources. But also in the post-Vietnam period any proposed
method of aid involving substantial sums will have to, in the
final analysis, also be placed against alternative claims for

Federal expenditures and tax reduction.

But, then, the import of what I have been saying this
evening is that all uses of Federal funds -- in the form of tax
preferences, expenditure or debt reduction -- should be subject
to a similar comparative analysis and evaluation. The economist's
role in this task is not, of course, exclusive, but it is now

and will, I think, become increasingly important.

o0o



TREASURY DEPARTMENT

WASHINGTON, D.C.

R RELEASE 6:30 P.M.,
ndey, December 11, 1967.

RESULTS OF TREASURY'S WEEKLY BILL OFFERING

The Treasury Department announced that the tenders for two series of Treasury
11s, one series to be an additional issue of the bills dated September 14, 1967,
1 the other series to be dated December 14, 1967, which were offered on December

1967, were opened at the Federal Reserve Banks today. Tenders were invited for
,500,000,000, or thereabouts, of 9l-day bills and for $1,000,000,000, or there-
outs, of 182-day bills. The details of the two series are as follows:

NGE OF ACCEPTED 91-day Treasury bills : 182-day Treasury bills
MPETITIVE BIDS: maturing March 14, 1968 : maturing June 13, 1968
Approx. Equiv. Approx. Equiv.
Price Annual Rate : Price Annual Rate
High 98.758 a/ 4.913% : 97-238 b/ S5.465%
Low 98.746 4.961% : 97.215 5.509%
Average 98.751 4.941% 1/ 97.223 5.493% 1/

a/ Excepting Z tenders totaling $62,000; b/ Excepting 1 tender of $975,000
57% of the amount of 91-day bills bid for et the low price was accepted
38% of the amount of 18Z-day bills bid for at the low price was accepted

TAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted : Aprlied For Accepted

Boston $ 20,020,000 3 9,811,000 : § 12,911,000 % 3,911,000
New York 1,774,841,000 1,077,451,000 : 1,44g,311,000 698,611,000
Philadelphia 33,158,000 11,058,000 : 21,206,000 10,866,000
Cleveland 51,461,000 49,161,000 : 66,142,000 51,042,000
Richmond 16,220,000 13,220,000 : 5,851,000 5,851, 000
Atlanta 44,388,000 28,158,000 : 29,212,000 18,652,000
“hicago 226,158,000 110,245,000 : 179,148,000 75,806,000
5t. Louis 45,943,000 29,514,000 : 28,812,000 21,612,000
Minneapolis 27,922,009 18,565,000 : 21,946,000 11,446,000
Kansas City 33,456,000 29,456,000 : 20,687,000 18,687,000
Dallas 25,667,000 17,237,000 : 19, 980, 000 12,260,000
3an Francisco 189, 750, 000 105,840,000 : 116,640,000 71,340,000

TOTALS  $2,488,984,000 $1,500,716,000 ¢/ $1,973,846,000 $1,000,184,000 &/

Includes $237,667,000 noncompetitive tenders accepted at the average price of 98.751
Includes 160,325,000 noncompetitive tenders accepted at the average price of 97.2¢3
These rates are on a bank discount basis. The equivalent coupon issue yields are
5.09% for the 91-day bills, and 5.74% for the 182-day bills.
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TREASURY DEPARTMENT

WASHINGTON, D.C.
December 11, 1967

FOR_IMMEDIATE RELEASE

TREASURY ANNOUNCES SCHEDULE FOR REGULAR WEEKLY
BILL AUCTIONS DURING THE HOLIDAY SEASON

The Treasury announced today that its next regular weekly bill auction
will be held on Friday, December 15, rather than on Monday. The day for
the auction is being advanced to assure ample time bpetween it and the pay-
nent date during the pre-holiday season. Payment for and delivery of the
bills will be on the normal day Thursday, December 21.

The Treasury added that for the subsequent two weekly bill auctions
the announcements inviting tenders will be made on Monday, December 18,
and Friday, December 22, and the auctions will be held on Friday, the 22nd
and the 29th. The payment and delivery day for these issues will be Thursday

as usual.

c0o
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TREASURY DEPARTMENT

WASHINGTON. D.C.

December 11, 1967
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
$2,500,000,000, or thereabouts, for cash and in exchange for
Treasury bills maturing December 21,1967, in the amount of
$2,400,015,000, as follows:

91-day bills (to maturity date) to be issued December 21,1967
in the amount of $1,500,000,000, or thereabouts, representing an
additional amount of bills datedSeptember 21,1967, and to
mature March 21,1968, originally issued in the amount of
$1,000,249,000, the additional and original bills to be freely
interchangeable.

182 -day billa, for $1,000,000,000, or thereabouts, to be dated
December 21,1967, and to mature June 20, 1968.

The bills of both serles will be issued on a discount basis under
competitive and noncompetitive bildding as hereinafter provided, and at
naturlty thelr face amount will be payable without interest. They
will be issued in bearer form only, and in denominations of $1,000,
55,000, $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., Fastern Standard
time, Friday, December 15,1967. Tenders will not be
recelved at the Treasury Department, Washlington. Each tender must
e for an even multiple of $1,000, and in the case of competitive
cenders 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
‘orwarded 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 permlitted 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.
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Immediately after the closing hour, tenders will be opened at g,
Federal Reserve Banks and Branches, following which public announce.
ment 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 Treag,
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 tnese reservations, noncompetitive tenders for
each issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective 1issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on December 21,1967, {
cash or other immediately available funds or in a like face amount
of Treasury bills maturing December 21,1967. Cash and exchange tendy
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 ownar 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. 418 (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 ff
any Federal Reserve Bank or Branch.
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TREASURY DEPARTMENT
Washington

FOR RELEASE P.M.'S
FRIDAY, DECEMBER 15, 1967

REMARKS OF THE HONORABLE TRUE DAVIS

ASSISTANT SECRETARY OF THE TREASURY

AND UNITED STATES EXECUTIVE DIRECTOR

OF THE
INTER-AMERICAN DEVELOPMENT BANK
BEFORE THE
LOS ANGELES ROTARY CLUB

THE STATLER HOTEL, LOS ANGELES, CALIFORNIA
FRIDAY, DECEMBER 15, 1967, 12:00 NOON, PST

THE TRUE MEASURE OF A NATION: RESPONSE TO THE CHALLENGES

A proverb familiar to Rotarians in the Twenties -- and
surely familiar to Rotarians today -- states that it is
easier to pull down tham to build up. Rotarians are
interested in building, in strengthening, not alone the
character of individuals, but also the character of our cultural
institutions. All of us are concerned with problems affecting
individuals in their relations with each other and the
problems of change and growth affecting the cities in which we
live. Without attempting to flatter Rotarians, I think that
it would be a reasonable proposition to state that you are
interested, first and foremost, in constructive criticism;
and through such criticism you help improve the environment
in which you live.

This has been a year of criticism -- a year in which
every critic with a message has been given ample opportunity
in our communication media to express himself. If we were to
believe all we have read and heard we could only conclude
that we are, as a people and as a nation, morally and
spiritually bankrupt. For most of the criticism that we
have been subjected to has been destructive in nature. The
desired effect of this type of criticism is to pull down
our institutions rather than to strengthen them, to weaken
the faith we have in each other, and to destroy the
confidence we have in ourselves,
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Much of this criticism has been leveled at our Government
and at the people who direct its activities. It has even been
said of the Treasury Department that we are so concerned, so
preoccupied with law enforcement, including the collection of
taxes, with fiscal and monetary affairs, with financing the
public debt, and with other related matters of national and
international finance, that we are oblivious to the social
problems of our society, ignorant of the cultural changes
affecting us, and adamant against social change in
developing countries.

This criticism, like so much of the criticism surrounding
us, is just not true. One could easily arrive at such an
opinion through a cursory examination; but a thorough
understanding of the Treasury as an advocate of proposals,
recommendations, and courses of action reveals not only a
deep concern for human welfare in our own country, but for
the welfare of human beings in other countries.

The instruments with which we have to work -- the tools
of our trade, so to speak -- are instruments called tax,
fiscal, and economic policy. When we argue and propose --
as we havedone in the past and will continue to do in the
future -- for a fair, just, and equitable tax policy, it is
precisely because we want the American people -- not just
a privileged few, but all -- to be treated fairly,justly,
and equitably. When we argue for a tax reduction, as we did
in the early Sixties, we are concerned with stimulating our
economy toward full employment and enabling more Americans
to enjoy the fruits of their labor and the rewards of our
technological achievements. When we argue for a tax
surcharge -- as we are now doing and have done for the past
12 months =-- we do so because we are first and foremost
concerned with protecting the purchasing power of our money
so that individuals will not suffer personal financial
hardships, and social programs will not stop becaase of
exorbitant financial costs.

In carrying our fiscal policy, we are vigilant about
preventing disruptions in the money markets which are
invariably overcrowded with demands; because any disruptionm,
quick or prolonged, hurts people, harms vital programs in
need of financing, and hinders necessary progress. Similarily,
our efforts to strengthen the economic structures of other
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countries, as well as the financial foundations upon which
these structures rest, are designed to help other governments
help their people achieve a higher standard of living. In
doing this, we are advancing social progress and hindering,
if not preventing, social decay and degradation.

I have dwelled momentarily on Treasury matters not
primarily because I believe Treasury policy needs clarification
or justification, but rather to illustrate the correlation
between Treasury's action and our response to the challenges
of our times. Such a correlation exists, in one degree or
another, in every branch of government and in most of the
numerous agencies and bureaus of government. It has to, for
government is of the people, by the people, and -- above
all else -- for the people.

No government and people have been confronted with as
many challenges as we have faced in the last quarter of a
century. The leadership of the Western World after
World War II came to us not because we coveted it, but
rather because we inherited it. It was a legacy we accepted
quickly, knowing full well that in our acceptance we were
obligating ourselves to fulfill the inherent responsibilities
within such a legacy. Part of this legacy obliged us to help
keep peace throughout the world, which necessitated heavy world-
wide deployment of human resources and material strength.
Another part compelled us to help developing countries
whose leaders and people believed -- and quite justifiably --
that the richest, largest, and technologically most advanced
nation in the world had a moral responsibility to assist
those who for so long had been deprived of, or denied, the
opportunity to grow.

I think it is a tribute to all Americans not only that
we recognize these innumerable challenges from without, but
more importantly, that our response as a people was immediate
and effective and our contributions permanent to peace and
meaningful to mankind.

Concurrent with the challenges that faced us from
without, we suddenly were face to face with many challenges
arising from within. Many of these challenges were new,
resulting from structural changes that took place in our
society during and immediately after World War II. Others,
however, were the result of our not having fully faced up
to problems that had existed in our society for decades, and
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toward which we had moved pitifully slow or not at all in
finding solutions. Nevertheless, once we recognized the
challenges that faced us across the entire spectrum of our
activity, we responded as a people and a nation toward

their sane and sensible resolution. 1It's about time, I believe,
to recognize how far we have progressed toward the realization
of our domestic national goals, how hard we have worked to
resolve our problems, and how much closer we have moved, as
individual human beings and as a collective nation of some

200 million, toward ameliorating social and legal injustices
toward Negroes and other disfranchised and impoverished
minorities.

We have had this year far too much derogatory criticism
reflected in all media of communication about the imperfections
of our society, about our shortcomings as individual human
beings, and about our failures as a nation to affect quick
solutions to some of the challenges we face -- either because
we don't care or because we are incapable of doing anything
better. The plain truth of the matter is, however, that the
vast majority of Americans are not only conscious of existing
imperfections, but are working mightily to correct these
imperfections and accelerate our rate of effective response
to every challenge confronting us -- at home and overseas.

There are more people working in harmony today in our
country toward mutual goals and common concerns than at any
other time in our history. This is not an accomplishment
of insignificance. It is an incredible achievement.

It would be ordinary if we were few in number, of ome
religion, of one color, of one nationality. But we're not.
The ethnic, cultural and racial threads that form the tapestry
we call the United States are complex, delicate, and diversified.
We cannot determine precisely where one thread begins, how it
weaves its way through this miracle of design, where it needs
strengthening, or how it always should be treated.

Our primary interest -- the primary interest of all
Americans -- should be to preserve the tapestry and thus to
enrich the design. For from the wery beginning of our country
we have constantly changed the design. Threads have been
rewoven and reshaped when necessary. New ones have continuously
been added. We have always striven to preserve and enrich
the tapestry, never to destroy or damage it. Similarly, we have
always striven to fit into this design the separate, ever-
changing parts -- those separate, diverse, and varied ethnic
and cultural aspirations and desires of our people. We should
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be more proud, I believe, of what we have done, are doing, and
will do in the immediate future rather than being ashamed of
what we have not yet done, or of having handled portions of our
endeavors at too slow a speed.

Very few nations have been as conscious as we have been to
challenges to our country from without and to our way of life from
within. Our briéf history has been a succession of responses to
these chaldenges, ¥From these responses we have developed
into the most highly industrialized na&tion in the
World, reflecting the highest per capita income and one of
the highest standards of living. We have also developed
into one of the most humane nations in relation to ourselves and
to other peoples of the world,

The challenges from without, which every generation has
faced, have been primarily a succession of wars against
ideologies that have threatened our survival as a free
democratic nmation. The challenges from within have been
more numerous and far more complex. In one way or another,
they all have been related to our efforts as a heterogeneous
people to resolve prejudices arising from religious, racial,
and cultural differences; to affect a harmonious and profitable
relationship between management and labor; to create a physical
environment conducive to man's enjoyment of life; to create an
educational system and an intellectual environment where the
best in man is nurtured; and to safeguard and strengthen the
inalienable rights that we are all guaranteed, regardless of
race, creed, color, or wealth, under the laws of our land.

We have not always succeeded in our numerous endeavors.
We have not always acted promptly, nor as effectively as we
might have. We have not always come up with the best possible
response. But over the course of some 14 generations, our
achievements far outweigh our failures. More importantly,
where we have not achieved success, where -- upon reflection --
we recognized past mistakes in judgment, we have always tried
to render better judgments, to right previous wrongs, and to
improve or eliminate in our thinking and behavior patterms any
degrading thought or 3action that detracts from us as human
beings and as a mnation dedicated to justice and fair play.

Far too many of our critics today, at home and around the
world, view our country and our people like a photographer in
love with a 175 millimeter lens. For love of detdl, perspective
is lost. They see some three million people unemployed, many
because they are unemployable; they do not see that
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there are more than 75 million people regularly

employed and that every year millions of young people are
added to our work force -- more than six million, in fact,
in the past seven years. They see a crisis when inventories
rise or fall, when interest rates climb or drop, when the
stock market dips or soars; they forget that for 82 months
we have enjoyed a sustained healthy economic growth rate.
The benefits of this unprecedented period of prosperity may
be seen across the entire spectrum of human activity -- in
the rise of personal and corporate income after taxes, in
home ownership, in minimum wage protection, steady employment,
and greater security through social security.

This type of critic focuses on the high school drop-
out, the hippy and the beatnik, all of whom are getting
harder to find. He's blind or indifferent to the startling
facts that over three-fourths of our young people finish
high school, that 40 percent go on to college, that in 1965
our colleges awarded almost one-half million four-year
degrees, and that almost 360 thousand students were enrolled
in graduate schools working for advanced degrees, and that in
the last four years college enrollment has increased by almost
two million to its present enrollment of almost six million
students., He does not see that some 9 million educationally
deprived boys and girls have benefited from the Elementary
and Secondary Education Act -- a modernm landmark in the
history of our educational response to the challenges we faced.
Nor does he see that over one-half million physically and
mentally disabled citizens have been rehabilitated and given
gainful employment.

With his high-powered lens, our critic zooms in on
those families living in poverty or straddling the povery
income line. He does not see the progress made in combating
and eliminating poverty, where today people are crossing the
poverty line more than twice as fast than in the previous
four-year period, where more than 55 million Americans have
been lifted above the poverty line, and where close to
3% million children and young Americans have benefited through
such programs as Headstart, Neighborhood Youth Corps and Job
Corps Training, and that the diets of nearly two million needy
Americans have been improved thrdugh the Food Stamp Program.,
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The critic of civil rights, his perspective limited
by the range of his own mental vision, emphasizes existing
imperfections while ignoring or deprecating the great
accomplishments we have made in the past few years.

What have some of these been? The number of Negro
families earning above $7,000 a year has increased 28 percent --
more than double the number since 1960. 1In five Southern
States, Negro voter registration has increased by over
one-half million since the passage of the Voting Rights Act
three years ago. The educational gap between Negro and
white students is constantly narrowing. Nearly a hundred
Negroes have been appointed to high executive and advisory
posts in the Federal Government, including the first Negro
Supreme Court Justice, the first Negro Cabinet Member, the
first Negro member of the Federal Reserve Board, the first
Negro woman Federal Judge, and the first Negro woman
Ambassador. Perhaps even more importaht, we have seen within
recent days the election of a Negro United States Senator, a
Negro Mayor of Cleveland, Ohio, and Gary, Indiana, and a
Representative to the Louisiana House of Representatives.

One could go on, but that's quite unnecessary.
The enlightened American knows all this and more,

He knows that we have made, are making, and will make
continuing progress in response not only to social challenges,
but to challenges facing us in our efforts tc eliminate from
our physical environment all undesirable features of our
culture., So, too, does he know that we are making progress
fulfilling in a humane way our world-wide commitments to
preserve peace and stability wherever peace and stability
are threatened by those who still believe that that which
is won by subversion, sabotage, guerrilla warfare, or
revolution is more beneficial than that which is honorably
attained through peaceful, constructive efforts of mankind.

Nor for one moment, however, are we oblivious or
indifferent to the ploblems we face that require greater
attention, more money, and more effective approaches to
their solutions. Unfortunately, we have become so used to
instant tea and instant coffee that some Americans .think
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we can come up with instant solutions to complex problems.
Let me assure you, there azte no easy answers. Instant

solutions to complex problems are either unavailable cr
undesirable.

Americans have always been confident that the answers
to the challenges of the present are in the future, rather
than in the past. This is why we have come so far, and this
is why we will continue to improve and progress -- as
individuals and as a collective nation of 200 million people,
When we look back, let it be only to see how far we have
progressed. When we look ahead, let it be to see how quickly
and assuredly we can respond to the challenges we might face.
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I think it is reasonable to state that most Americans

expect things to be done quickly and to be done well, Quality

of performance and swiftness of execution were concepts we

accepted early in our country's history. Regardless of how our

national energies were used, or toward which goal they were

directed, we endeavored =-- and for the most part succeeded --

to keep in balance these two characteristics of thought and action.

When necessary, we controlled our impatience to get the job done

quickly in order that the job should be done well. We certainly

never sacrificed quality of performance for swiftness of execution.

Yet it seems to me lately, especially during the past years,

more and more Americans are less concerned with quality of per-

formance. Whether things are done well is currently not as impor-

tant to many Americans as it once was. What is important to so

many today is to solve the problems we face now, to get the jobs
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over and done with quickly, to get on with other business and

fast, Clean out the urban ghettos -- now! End the war in

Vietnam =~ now! Gid rid of poverty =-- now!

Most of the criticism we have been subjected to in gargan-

tuan proportions during the past year has resulted from the

growing inability of people to control such impatience, or to

bridle the desire to substitute swiftness of execution for quality

of performance. We've become so used to instant tea and instant

coffee, to all types of services based on "in by nine, out by five"”

that we are coming to expect instant solutions to problems that

we face, Surely we should realize by now that instant solutions

to complex problems are neither available nor desirable. And

instant services, particularly in the complex area of social

problems, often intensify the problem rather than relieve the

stress on those who are its victims.

However loud or numerous the critics, the truth is that we
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have made excellent progress during the past seven years toward

the resolution of every important problem we have faced. Our

progress has not often been as swift as some people desire, nor

as expeditious as some cgnditions might seem to warrant. None-

theless, great progress has been made.

A great deal of intelligent deliberation during the Sixties

in debates over methods of solving our problems was the direct

result of a desire to make certain that recommended proposals

were the best available in keeping with our concept of quality

performance. Nowhere was this more apparent than in our national

efforts in the early part of this decade to re-vitalize and

strengthen our economy.

May I briefly restate some important facts we were then

faced with. Unemployment was intolerably high. Our economy was

sick. Business investment was abnormally low. Business had

failed to maintain an adequate level of growth, and as a result

could not compete in world markets against other industrialized
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sountries whose rate of growth surpassed ours.

To restore vitality to the private economy it was necessary

:0 free American enterprise from policies that had stifled private

nvestment, It was impeyative to provide business incentives

‘hat would enable business and industry to expand and grow. One

f the first things we did was to revise depreciation guide-lines

‘or tax purposes. Then Congress, at the President's request,

macted a tax credit of 7 percent on new investment in machinery

ind equipment.

Paralleling these important fiscal measures, we also adopted

 dual approach to over-all economic policy. A massive, across-

he-board income tax reduction increased the general level of

lemand in the private economy and enhanced the incentives for

roductive investment. Through wage-price guidelines, we

:ncouraged wage-price restraint so that measures for expanding

roductivity and aggregate demand would result in rapid and real



growth.

The end result of these and other enlightened policies was

the greatest upsurge of economic well-being in the history of

the world. These constructive efforts did not come about quickly

nor without serious discussions and debate among vitally concerned

segments of our society,

01d myths had to die. Skepticism about the effectiveness

of proposed uses of tax, fiscal, and economic tools at out

disposal had to be overcome. One point we emphasized time and

again, both to the Congress and the American people, was that

these same tools could and would be used later, if necessary, to

control inflationary elements in our economy, to dampen excessive

demands for capitol goods or investment credit, or slow down

economic expansion if we felt that further acceleration would

be detrimental to our national interests.

Last year, at the request of President Johnson, the Congress
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suspended the special incentives to investment, including the
7 percent tax credit on investment and accelerated tax deprecia-
tion procedures. In August of this year, the President asked
Congress to enact a tempprary surcharge of ten percent on
individual tax liabilities, and a similar levy on corporate taxes.
He asked that Congress apply these surcharges on corporations
effective July 1 of this year and on individuals effective Oct-
ober 1, These two specific requests, I would like to emphasize,
recognize that positive use of the tax system is not a one-way
street, It embraces the sterner aspect of restraint, as well
as the pursuit of tax reduction.

Our Congress listens most attentively to testimony of indi-
viduals who are recognized authorities in their fields when they
present opinions regarding proposed Congressional legislation.
They certainly listened most attentively to the numerous disting-

uished experts in the fiscal, monetary, and economic areas who
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testified in behalf of the President's tax surcharge proposal,
Never have so many recognized authorities =-- in areas where
unanimity of opinion is a rare phenomenon -- been in such complete
agreement regarding the pecessity for a surcharge on individual
and corporate taxes.

Yet, it is rather ironic that something which should have
been done NOW, when it was proposed, or ac soon as possible
thereafter, has not been done, will not be done this Year, and
may not be accomplished in sufficient tiw: next year to help
alleviate excessive pressures on our economy.

Paralleling Congress' refusal to take positive action in
this area, we have witnessed an advance in prices, wage increases
in excess of productivity gains, and a rise in interest rates.
Inflation is no longer a possibility. Inflation is with us now.
When we face it again in 1968 -- in the form of a New Year's

present of an old year's problem -- it will remind us of how
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negligent we have been, as individuals and as representatives

of important segments in our society, about keeping our financial-

economic house in order.

We have enjoyed an ynprecedented period of prosperity =--

82 consecutive months, Surely none of us wants to see the good

results of our individual and collective efforts blown away on

the winds of inflation. Perhaps as a New Year's resolution we

could declare our willingness to work together in a determined

effort to control every inflationary element in our economy. If

we agree on this, then let us use the same fiscal and tax instru-

ments in 1968 to relieve tensions in our economy that we used in

1961 and the following years to accélerate our economy to these

unprecedented heights.

One of the first orders of business then would be the enact-

ment of the surcharge on individual and corporation tax liabili-

ties that President Johnson first mentioned to the Congress in
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January of this year. To accomplish this, however, will require

further positive action on the part of our business-banking-

financial fraternity to convince the Congress -- especially in

an election year -- of the imperative necessity for such action,

Such fiscal action is imperative; otherwise the burden of

restraint could fall on the Federal Reserve System with deleter-

ious effects to the mortgage market. The quick passage of this

proposed tax surcharge will be of inestimable value in relieving

pressure demands on an economy that is now volatile.

Following this, business and labor should make every effort

to establish and adhere to a wage-price guideline policy of

restraint, comparable to that which served us so admirably from

1961 to this year. Labor and business must accept this as a

joint responsibility; =-- otherwise there can be no substantial

or enduring policy, =-- there can be no lasting benefit to our

economy.
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President Johnson emphasized this point earlier in the

month when, speaking before the Business Council, he said:

"Nobody benefits from a wage-price spiral. Labor knows that it

does not. You know that ,business does not. And surely the Ameri-

can people do not. Yet business says it is labor's responsibility

to break the spiral, and labor says it is yours. 1 say it is

everyone's responsibility. It is the responsibility of Govern-

ment, of labor, and of business."

Paralleling our national efforts to create and abide by a

meaningful wage=-price guideline policy of restraint, every

American should exercise individual fiscal restraint in order to

help relieve existing pressures on our financial markets, to

help restore sound economic growth, and to further protect the

strength of our dollar -- which is the world's major currency.

The enactment of the proposed tax surcharge, of course, will

have considerable effect on private spending, and will materially
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aid us in achieving these desirable and essential objectives.

The federal govermment, meanwhile, will continue, as it has

effectively done in the immediate past, to practice fliscal

restraint by reducing federal expenditures to an absolute minimum

consistent with defense commitments and national domestic require-

ments.

The problem we face as a nation in controlling or eliminating

inflationary elements in our economy is everybody's problem --

housewives as well as trust officers, employees as well as

employers, labor as well as management. The strengthening of our

dollar should be our nation's highest priority. For upon its

continued strength rest all our national endeavors. 1In this

endeavor, each of us should commit himself to the most practical,

possible extent. 1If we do, then we need not worry about the

eyes of the rest of the world, now focused upon us, questioning

our ability to respond to this new challenge we now face.
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TREASURY DEPARTMENT

WASHINGTON, D.C.
December 13, 1967

FOR IMMEDIATE RELEASE

TREASURY MARKET TRANSACTIONS IN NOVEMBER

During November 19€7, market transactions in
direct and guaranteed securities of the Government
investment accounts resulted in net purchases by

the Treasury Department of $219,976,500.00

o0o
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TREASURY DEPARTMENT

WASHINGTON. D.C.

FOR RELEASE 6:30 P.M.,
Friday, December 15, 1967.

RESULTS OF TREASURY'S WEEKLY BILI. OFFERING

The Treasury Department announced that the tenders for two series of Treasury
bills, one series to be an additional issue of the bills dated September 21, 1967,
and the other series to be dated December 21, 1967, which were offered on December
11, 1967, were opened at the Federal Reserve Banks today. Tenders were invited for
$1,500,000,000, or thereabouts, of 91-day bills and for $1,000,000,000, or there-
abouts of 18<-day bills. The details of the two series are as follows:

RANGE OF ACCEPTED
COMPETITIVE BIDS:

91-day Treasury bills
maturing March 21, 1968
Approx. Equiv.

18¢-day Treasury bills
maturing June <0, 1968
Approx. Equiv.

Price Annual Rate : Price Annual Rate
High 98.723 5.052% : 97.18% a/ 3
Low 98.696 5.159% . 97.131 5.675%
Average 98.704 5.127% 1/ 97.139 5.659% 1/

a/ Excepting 1 tender of $300,000
48% of the amount of 91-day bills bid for at the low price was accepted
27% of the amount of 18z-day bills bid for at the low price was accepted

IOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted Applied For Accepted

Boston $ 22,324,000 $ 12,324,000 : $ 7,138,000 $ 7,138,000
New York 1,851,604,000 923,644,000 * 1,737,001,000 729,941,000
Philadelphia 44,754,000 22,754,000 : 17,814,000 6,789,000
Cleveland 46,998, 000 29,998,000 - 50,122,000 41,022,000
Richmond 10,711,000 10,711,000 * 9,047,000 6,377,000
Atlanta 41,198,000 32,158,000 - 35,846,000 25,846,000
Chicago 231,954,000 129,002,000 * 225,903,000 98,953,000
S?. Louis 39,294,000 36,474,000 : 29,792,000 23,192,000
Minneapolis 25,183,000 19,623,000 - 23,502,000 12,102,000
Kansas City 25,471,000 3,471,000 * 18,588,000 17,588,000
Dallas 19,842,000 14,842,000 : 14,299,000 9,089,000
San Francisco 364,678,000 245,698,000 : 129,060,000 21,963,000

TOTALS $2,724,011,000 $1,500,699,000 2/ $2,298,112,000 $1,000,010, 000 E/

/ Includes $208,665,000 noncompetitive tenders accepted at the average price of 98.704

/ Includes $135,707,000 noncompetitive tenders accepted at the average price of 97.139

/ These rates are on a bank discount basis. The equivalent coupon issue yields are
5.28% for the 91-day bills, and 5.92% for the 182-day bills.
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TREASURY DEPARTMENT
and
FEDERAL RESERVE BOARD

FOR IMMEDIATE RELEASE Washington, D,C.

December 16, 1967

STATEMENT BY THE HONORABLE HENRY H, FOWLER,

SECRETARY OF THE TREASURY, AND

THE HONGORABLE WILLIAM McCHESNEY MARTIN,
CHAIRMAN OF THE FEDERAL RESERVE BOARD

The Secretary of the Treasury and the Chairman of the
Federal Reserve Board today issued the following statement:

The

United States stands firm in its deter-

mination to maintain the gold value of the dollar.

The central banks of Belgium, Germany, Italy,
the Netherlands, Switzerland, and the United
Kingdom support this position and continue to
participate fully with the United States in

policies

and practices in support of the price

of gold at $35 an ounce.

The
continue

The
European
position
interest

operation of the Londen gold market will
unchanged,

United States authorities and the
central banks concerned endorse this
unanimously and are cooperating in the
of maintaining the stability of the

international monetary system,
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TREASURY DEPARTMENT

WASHINGTON. D.C.

December 18, 1967
OR IMMEDIATE RELEASE

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders
r two series of Treasury bills to the aggregate amount of
2,500,003,000,0r thereabouts, for cash and in exchange for
reasury oiiis matiring December 28,1967, in the amount of
7,401,523,000, 2+« follows:

91-day bills (to maturity date) to be i1ssued December 28,1967,
7 the amount of $1,500,000,000, or thereabouts, representing an
iditional amount of bills dated September 28,1967,and to
zture March 28,1968, originally issued in the amount of
1,000,271 ,000,the additional and original bills to be freely
1cerchangeable,

182 -day bills, for $1,000,000,000, or thereabouts, to be dated
ecember 23,1967, and to mature June 27, 1968.

The bills of both serles will be 1issued on a discount baslis under
xympetitive and noncompetitive bidding as hereinafter provided, and at
aturlty their face amount willl be payable without interest. They
‘11 be issued in bearer form only, and in denominations of $1,007,
3,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
naturity value).

Tenders will be recelved at Federal Feserve Bank3 and Branches
> to the closing hour, one-thirty p.m., Eastern Standard
Ime, Friday, December 22, 1967. Tenders will not be
2ceived at the Treasury Department, Washington. Each teznder nmust
> for an even multiple of $1,000, and in the case =7 _.cmpetitive
2nders the price offered must be expressed on the basis of 100,
I1th not more than three decimals, e. g., $9.925. PFractions mzy uutb
> used, It is urged that tenders be made on the printed forms =nd
)rwarded in the special envelopes which will be supplied by Feczpral
2Serve Banks or Branches on application therefor.

Banking institutions generally may submit tenders for account of
istomers provided the names of the customers are set forth iv auch
:nders. Others than banking institutions will not be permitted ©>
1bmit tenders except for their own account. Tenders will be received
1thout deposit from incorporated banks and trust companies and fcom
:Sponsible and recognized dealers 1n investment securities. Tenders
rom others must be accompanied by payment of 2 percent of the a:-
nount of Treasury bills applied for, unless the tenders are
-companied by an express guaranty of payment by an incorporated banks
¢ trust company.
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Immediately after the closing hour, tenders will be opened at the
Federal Reserve Banks and Branches, following which public announce-
ment will be made by the Treasury Department cof the amount and price
range of accepted bids. Those submitting tenders will be advised
of the acceptance or rejection thereof. The Secretary of the Treasy
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
each issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues,
Settlement for acceopted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on December 28, 1967, i
cash or cther imnediately available funds or in a like face amount
n% Treasury bills maturing December 28,1967. Cash and exchange tender
will receive equal treatment. Cash adjustments will be made for
differences between the par value of maturing bills accepted in
exchange and the issue price of the new bills.

The income derived from Treasury bills, whether interest or
galn Lrom the sale »r 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
nossessions 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 ownar 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 ordinmary gain or loss,.

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

conditions of their issue. Copies of the circular may be obtained f¥
any Federal Reserve Bank or Branch.
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TREASURY DEPARTMENT

WASHINGTON. D.C.

December 18, 1967
FOR IMMEDIATE RELEASE

TREASURY'S MONTHLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders
for two series of Treasury bills to the aggregate amount of
$ 1,500,000,000,0or thereabouts, for cash and in exchange for
Treasury bills maturing December 31,1967, in the amount of
$1,401,121,000, as follows:

272 -day bills (to maturity date) to be issued January 2, 1968,
in the amount of $500,000,000), or thereabouts, representing an
additional amount of bills dated September 30,1967, and to
mature September 30,1968,originally issued in the amount of

$ 1,000,206,000,the additional and original bills to be freely
interchangeable.

366 -day bills, for $1,000,000,000, or thereabouts, to be dated
December 31,1967, and to mature December 31, 1968.

The blills of both serles will be issued on a discount basils 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 Standard
time, Tuesday, December 26, 1967, Tenders will not be
recelved at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three declimals, e. g., 99.925. Fractions may not

be used. (Notwithstanding the fact that the one-year bills Will run
for 366 days, the discount rate will be computed on a bgnk discount
basis of 360 days, as is currently the practice on all issues of
Treasury bills.) It is urged that tenders be made on the prlnteq
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 recelved
without deposit from incorporated banks and trust companles and from
resoonsible and recognized dealers in investment securities. Tenders
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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 announce-
ment will be made by the Treasury Department of the amount and price
range of accepted bids. Those submitting tenders will be advised
Ol thne acceptance or rejection thereof. The Secretary of the Treasury
cxpressly 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 taese reservations, noncompetitive tenders for
each issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on January 2, 1968, in
cash or other immediately available funds or in a like face amount
of Treasury bills maturing December 31,1967. 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
gzain from the sale or other disposition of the bills, does not have
anv exemption, as such, and loss from the sale or other disposition
5L 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
v.11ls 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 ownar of
Treasury bills (other than life insurance companies) issued hereunder
need include in his income tax return only the difference between
the price paid for such bills, whether on original issue or on
subsequent purchase, and the amount actually received either upon

sale or redemption at maturity during the taxable year for which the
return is made, as ordinary gain or loss.

Treasury Department Circular No. 418 (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.
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TREASURY DEPARTMENT

WASHINGTON, D.C.
FOR IMMEDIATE RELEASE December 21, 1967

UNITED STATES AND MEXICO SIGN
$100 MILLION EXCHANGE AGREEMENT

Secretary of the Treasury Henry H. Fowler and the Ambassador
of Mexico, Hugo B. Margain, today signed a $100,000,000
Exchange Stabilization Agreement between the United States
Treasury, the Bank of Mexico, and the Government of Mexico,
replacing a similar agreement signed in December, 1965 which
expires at the end of 1967. The 1965 agreement was in the
amount of $75,000,000 and was increased to $100,000,000 in
May, 1967.

The Agreement signed today represents a continuation of
stabilization arrangements between the United States and Mexico
which have been in effect since 1941, and have proved beneficial
to the financial relationships between the two countries.

The agreement provides reciprocal swap facilities available
for use both by Mexico and by the United States. These swap
facilities strengthen the ability of the financial authorities
to cooperate effectively and to conduct such stabilization
operations as may be desirable from time to time to promote
stable and orderly conditions in the exchange markets.

The new agreement will be effective during the two-year

period ending December 31, 1969.
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TREASURY DEPARTMENT

WASHINGTON, D.C.

December 22, 1967
FOR IMMEDTATE RELEASE

UNITED STATES TINCOME TAX CONVENTIONS WITH TRINIDAD
AND TOBAGO AND WITH CANADA ENTER INTO FORCE

The Treasury Department has announced that instruments of
ratification have been exchanged of an income tax convention
between the United States and Trinidad and Tobago and of a
supplementary convention amending the United States-Canade
income tdax convention.

The convention with Trinidad and Tobago was brought into
force December 19, 1967, and the supplementarv convention with
Canada took effect on December 20, 1967.

The convention with Trinidad and Tobago is an interim
agreement while discussions between that countrv and the United
States continue on an income tax convention of general
application. The convention deals only with the rate of withhold-
ing tax on distributed profits.

The convention provides that dividends paid by a corporatiorn
of one of the contracting states to residents in the other
contracting state shall be subject to a withholding tax rate
of 25 percent, rather than the statutory rate of 30 percent
which applies in both countries. However, the withholding race
is reduced to 5 percent on dividends paid by a corporation of one
state to a corporation of the other state which owns 10 percent
or more of the outstanding voting stock of the paying corporation.
In addition, the withholding tax imposed by Trinidad and Tobaygo
on the profits paid to its home office by a permanent establisnment
of a U.S. corporation is also reduced to 5 percent,.

The supplementary convention with Canada eliminates an
unintended tax privilege which resulted from the interaction of
Canadian tax law and che provisions of the tax treaty between
the United States and Canada.

The treaty provides that a company organized in Canada and
recelving investment income from the United States is subject
to a 15 percent U.S. withholding tax on such income rather than
the usual 30 percent. However, a company organized under
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Canadian law but deriving its income from outside Canada 1s

exempt from Canadian taxes under Canadian law if the company is
managed or controlled outside Canada. Canadian legislation of
a few years ago eliminates this tax-cxempt status for Canadian

corporations subsequently created, but does not apply

retroactively. This combination of provisions permits such a

company created prior to that legislation to be used by third
country residents to avoid U. S. taxes.

The supplementary convention eliminates this tax haven
situation by denying the reduced rate of U.S. withholding tax
on investment income under the treaty to a corporation which
is exempt from tax in Canada because it is regarded as not
being resident in Canada.

The 1945 income tax convention between the United States
and the United Kingdom, as modified by various supplementary
protocols, was extended in its application to Triuiucd and
Tobago as of January 1, 1959, Trinidad and Tobago became
independent in 1962, and, in 1965, notiliied the U.S. Government

of its intention to terminate the application of the 1945
convention, as modified.

Discussions on the pending convention were begun in
October 1965. Tt was signed on December 22, 1264, =nd submitted
to the Senate on Februarv 23, 1967,

The supplemencary convention with Canada was signed on
October 25, 1966, and submitted to the Semate on January 25,
1967. It will supplement the existing 1942 convention between

the United States and Canada, as modified by the supplementary
conventions of 1950 and 1956,
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TREASURY DEPARTMENT

WASHINGTON. D.C.
December 22, 1967
FOR IMMEDIATE RELEASE

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders
for two series of Treasury bllls to the aggregate amount of
$2,500,000,000,0r thereabouts, for cash and in exchange for
Treasury bills maturing January 4,1968, in the amount of
$2.400,723,000, as follows:

9Fday bills (to maturity date) to be issued January 4, 1968,
in the amount of $1,500,000,000, or thereabouts, representing an
additional amount of bills dated October 5,1967, and to
mature April 4,1968, originally issued in the amount of
$1’000,305,000,the additional and original bills to be freely
interchangeable.

183 -day bills, for $1,000,000,000, op thgreabouts, to be dated
January 4,1968, and to mature July 5, 1968.

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

Tenders will be received at Federal Reserve Banks and Branches
up to the closing hour, one-thirty p.m., Eastern Standard
time, Friday, December 29, 1967. Tenders will not be
recelved at the Treasury Department, Washington. Each tender must
be for an even multiple of $1,000, and in the case of competitive
tenders the price offered must be expressed on the basis of 100,
with not more than three decimals, e. g., 99.925. Fractions may not
be used. It is urged that tenders be made on the printed forms and
forwarded in the special envelopes which will be supplied by Federal
Reserve Banks or Branches on application therefor.

Banking institutlons 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 theilr 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.
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Immediately after the closing hour, tenders will be opened at
Federal Reserve Barks and Branches, following which public announce.
ment will be made by the Treasury Department of the amount and price
range of accepted bids. Those submitting tenders will be advised
0f the acceptance or rejection thereof. The Secretary of the Treas
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
tinal. Subject to tnese reservations, noncompetitive tenders for
each issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on January 4, 1968, i
cash or other immediately available funds or in a like face amount
of Treasury bills maturing January 4, 1968. Cash and exchange tende
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
trom 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.

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

conditions of their issue. Copies of the circular may be obtained
any Federal Reserve Bank or Branch.
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TREASURY DEPARTMENT

WASHINGTON, D.C.

OR RELEASE 6:30 P.M.,
riday, December ¢z, 1967.

RESULTS OF TREASURY'S WEEKLY BILL OFFERING

The Treasury Department announced that the tenders for two series of Treasury
ills, one series to be an additional issue of the bills dated September 28, 1967, and
he other series to be dated December 28, 1967, which were offered on December 18,
967, were opened at the Federal Reserve Banks today. Tenders were invited for
1,500,000,000, or thereabouts, of 9l-day bills and for $1,000,000,000, or there-
bouts, of 182-day bills. The details of the two series are as follows:

ANGE OF ACCEPTED
OMPETITIVE BIDS:

91-day Treasury bilis
maturing March 238, 1968
Approx. Equiv.

182-day Treasury bills
maturing June 27, 1968
Approx. Equiv.

Price Annual Rate Price Annual Rate
High 98. 748 4.953% : 97.224 a/ 5.491%
Low 98.730 5.024% : 97.201 5.536%
Average 98.739 4.989% 1/ 97.212 5.5154 1/

a/ Excepting 1 tender of $1,000,000
10% of the amount of 91-day bills bid for at the low price was accepted
38% of the amount of 18Z-day bills bid for at the low price was accepted

TAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted Applied For Accepted

Boston 19,468,000 $ 9,468,000 : $ 14,786,000 $ 3,536,000
New York 1,786,994,000 1,117,994,000 : 1,526,280,000 807,780,000
Philadelphia 31,933,000 14,933,000 : 13,828,000 5,470,000
Cleveland 57,239,000 39,439,000 : 38, 762, 000 20,688,000
Richmond 11,493,000 9,593,000 : 17,431,000 8, 361, 000
Atlanta 35,773,000 27,473,000 : 24,275,000 14,408,000
Chicago 265,417,000 131,717,000 : 225,534,000 61,431,000
St. Louis 38,431,000 34,431,000 ° 29,827,000 19,587,000
Minneapolis 11,107,000 10,107,000 : 9,416,000 4,316,000
Kansas City 31,902,000 25,902,000 : 30, 910, 000 21,180, 000
Dalles 23,578,000 13,678,000 : 27,160,000 12,860, 000
San Francisco 135,152,000 65,282,000 : 101,945,000 20, 495,000

TOTALS  $2,448,487,000 $1,500,017,000 b/ $z,059,754,000 $1,000,117,000 c/

Includes $212,756,000 noncompetitive tenders accepted at the average price of 98.739
Includes $150,425,ooo noncompetitive tenders accepted at the average price of 97.71¢
These rates are on a bank discount basis. The equivalent coupon issue yields are

lf%;4% for the 91-day bills, and 5.77% for the 182-day bills.



TREASURY DEPARTMENT

WASHINGTON. D.C.

R RELEASE 6:30 P.M.,
esday, December 26, 1967.

RESULTS OF TREASURY'S MONTHLY BILL OFFERING

The Treasury Department announced that the tenders for two series of Treasury
11s, one series to be an additional issue of the bills dated September 30, 1967,
d the other series to be dated December 31, 1967, which were offered on December 18,
67, were opened at the Federal Reserve Banks today. Tenders were invited for
00,000,000, or thereabouts, of Z72-day bills and for $1,000,000,000, or thereabouts,
' 366-day bills. The details of the two series are as follows:

NGE OF ACCEPTED c72-day Treasury bills
MPETITIVE BIDS: maturing September 30, 1968
Approx. Equiv.

266~day Treasury bills
maturing December 31, 1968
Approx. Equiv.

Price Annual Rate : Price Annual Rate
High 95.833 5.515% 94.408 5.500%
Low 95.777 5.589% 94.307 5.600%
Average 95.803 5.555% 1/ 94.364 5.544% 1/

56% of the amount of 27¢-day bills bid for at the low price was accepted
81% of the amount of 366-day bills bid for at the low price was accepted

TAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted Applied For Accepted

Boston ) ) $ 10,501,000 $ 10,501,000
New York 871,256,000 361,376,000 : 1,148,138,000 728,658,000
Philadelphia 15,421,000 9,541,000 . 11,552,000 7,602,000
Cleveland 14,002,000 14,002,000 . 33,258,000 33,258,000
Richmond 575,000 575,000 . 2,912,000 2,912,000
Atlanta 8,404,000 3,404,000 19,466,000 19,466,000
Chicago 106,131,000 49,931,000 . 140, 304, 000 99, 304, 000
St. Louis 10,480,000 7,480,000 . 17,515,000 17,325,000
Minneapolis 14,825,000 14,825,000 . 15,069,000 15,069,000
Kansas City 1,728,000 1,728,000 . 4,399,000 4,399,000
Dallas 11,400,000 7,400,000 . 11,692,000 10,692,000
San Francisco 76,726,000 29,766,000 . 78, 336, 000 50, 956,000

TOTALS  $1,137,080,000 § 500,160,000 a/ $1,493,142,000 $1,000,142,000 b/
Includes $16,945,000 noncompetitive tenders sccepted at the average price of 95.803
Includes $46,545,000 noncowpetitive tenders accepted at the average price of 94,364
These rates are on & bank discount basis. Te equivalent coupon issue yields are

5.84% for the Z7¢-day bills, and 5.89% for the 366-day bills.
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TREASURY DEPARTMENT

WASHINGTON, D.C.
December 28, 1967

FOR IMMEDIATE RELEASE

PROTOCOL TO THE UNITED STATES - BELGIUM
INCOME TAX CONVENTION EXTENDED

The Treasury Department today announced that the
United States and Belgium have agreed, in an exchange of
notes, to extend the protocol of May 21, 1965, amending the

convention for the avoidance of double taxation of income.

The protocol will remain in effect for income of
calendar years or taxable years beginning after December 31,
1967, but ending before January 1, 1971. 1t will apply to

payment of taxes payable at source before January 1, 1971.

The present income tax convention between Belgium and
the United States was signed October 28, 1948 and has been
amended three times, by the supplementary conventions of
September 9, 1952 and August 22, 1957, and by the protocol
of May 21, 1965, which further amended the convention in

light of modifications in the Belgian income tax law.

The exchange of notes keeps the protocol in force
through 1970, by which time it is expected that a new income

tax convention will have been negotiated.
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TREASURY DEPARTMENT

} RELEASE 6:30 P.M.,
iday, December 29, 1967.

WASHINGTON. D.C.

RESULTS OF TREASURY'C WEEKLY BILL OFFERING

The Treasury Department announced that the tenders Tor two series of Treasury

.1s, one series to be an additional issue of the bills dated October 5, 1967, and the
ler se-ies to be dated January 4, 1963, which were offered con December 22, 1967, were

;ned at the Federal Reserve Banks today. Tenders were invited for $1,500,000,000,

thereabouts, of 91-day bills and for $1,000,000,000, or thereabouts, of 183-day

1s.

IGE OF ACCEPTED
PETITIVE BIDS:

91-day Treasury bills
maturing April 4, 1968

Approx. Equiv.

The details of the two series are as {ollows:

183-day Treasury bills
maturing July 5, 1968

Approx. Equiv.

Price Annual Rate Price Annual Rate
High 98.722 5.055% 97.158 5.571%
Low 98.700 5.14%% 97.144 5.614%
Average 98.710 5.105% 1/ 97.157 5.592% 1/

40% of the amount of 9l-day bills bid for e% “he low price was accepted
1% of the amount ol 183%-day bills bid for at the low price was accepted

AL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

trict Avpplied For Accepted Applied For Accepted
ton $ 19,126,000 $ 9,126,000 3 14,3¢1,000 § 4,371,000
" York 1,690,735,000 1,084,135,000 : 1,477,37%,000 759,519, 000
ladelphia 32,682,000 20,682,000 : 18,992,000 7,789,000
veland 33,461,000 22,461,000 : 56,346,000 75,156,000
hmond 3,651,000 9,851.000 : 4,112,000 3,812,000
anta 41,489,000 33,129,000 : 26,922,000 13,772,000
cago 261,894,000 125,934,000 : 243,191,000 118,189,000
Louis 37,359,000 20,359,000 : 33,975,000 12,923,000
neapolis 23,119,000 17,319,000 : 15, 704,000 4,704,000
sas City 26,214,000 2¢,214,000 : 15,808, 000 11,793,000
las 12,021,000 12,021,000 11,212,000 11,212,000
Francisco 188,041,000 113,241,000 129,263,000 25,694,000
TOTALS $2,375,792,000 $1,500,272,000 a/ $2,052,216,000  $1,000,084,000 b/

Includes $215,o43,ooo noncompetitive tenders accepted at the average price of 98.710
Includes $125,505,000 noncompetitive tenders accepted at the average price of 97.157
These rates are on a bank discount basis. The equivalent coupon issue yields are
5.26% for the 91-day bills, and 5.85% for the 183-day bills.
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TREASURY DEPARTMENT

WASHINGTON, D.C.
January 3, 1968

FOR IMMEDIATE RELEASE
WEDNESDAY, JANUARY 3, 1968

INDUSTRY -GOVERNMENT SPECIAL TASK FORCE ON TRAVEL
RESCHEDULES FIRST ORGANIZATION SESSION FOR
JANUARY 11 IN WASHINGTON

The first meeting of the Industry-Government Special Task Force on
Travel will be held at the Treasury in Washington on January 11, Task Force
chairman Robert M. McKinney announced today.

The new January 11 date for the Task Force's first meeting--which was
originally scheduled for January 16--was prompted by President Johnson's
directive, at his New Year's Day press conference, that the Task Force
submit an interim report in 45 days--by February 15--and its final report
within 90 days--by April 1.

Pointing out that the 1968 travel deficit will exceed $2 billion, the
President called for a $500 million deficit reduction through an intensified
program to attract more visitors to the United States, and to encourage
Americans to refrain from non-essential travel outside the Western Hemisphere
for the next two years.

The President then directed the Task Force "to report within 45 days on
the immediate measures that can be taken, and to make its long-term recom-
mendations within 90 days."

The Task Force members are: Robert M. McKinney, Santa Fe, N.M., chairman;
William Bernbach, New York, N.Y.; Professor Daniel J. Boorstin, Chicago, Ill.;
Governor John A. Burns, Honolulu, Hawaii; Edward E. Carlson, Seattle, Wash.;
Howard L. Clark, New York, N.Y; Arthur Frommer, New York, N.Y; Frank Hildebrand,
Austin, Texas; Frank N. Ikard, New York, N.Y.; John H. Johnson, Chicago, Ill.;
Willis G. Lipscomb, New York, N.Y.; Winston V. Morrow, Jr., Garden City, N.Y.;
William D. Patterson, New York, N.Y.; Gerald Shapiro, New York, N.Y.; Lew R.
Wasserman, Universal City, Calif.; Anthony M. Solomon, Department of State;
Winthrop Knowlton, Department of the Treasury; Harry M. Shooshan, Department
of the Interior; Donald G. Agger, Department of Transportation; Charles S.
Murphy, Civil Aeronautics Board; Andrew F. Brimmer, Federal Reserve System;
and John W. Black, Department of Commerce.

o0o
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TREASURY DEPARTMENT

WASHINGTON. D.C.
January 3, 1968

FOR TMMEDIATE RELEASE

The Treasury today announced that it has transferred $450
million in gold from its Treasurer of the United States account
to its Exchange Stabilization Fund. The transfer was made on
December 28, 1967. The gold was used in part in December to
make settlement for the United States' share in support operations
in the London gold market in December and the balance, as is
customary from time to time, to provide the Exchange
Stabilization Fund with additional resources to meet future
contingencies.

The total of such transfers in 1967 was $1,175 million of
which $925 million was subsequent to the sterling devaluation.
The transfers this year were approximately twice that of last

year but one-half billion less than that in 1965.

oo
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TREASURY DEPARTMENT

WASHINGTON. D.C.

January 3, 1968
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
$2,500,000,000, or thereabouts, for cash and in exchange for
Ireasury bllls maturing January 11,1968, 1in the amount of
52,501,746 ,000, as follows:

91-day bills (to maturitg date) to be issued January 11,1968,
in the amount of $ 1,500,000,000, or thereabouts, representing an
additional amount of bills dated October 13,1967, and to

nature April 11,1968, originally issued 1in the amount of

$ 1,000,840,000 the additional and original bills to be freely
interchangeable.

182-day bills, for $1,000,000,000, or thereabouts, to be dated
January 11,1968, and to mature July 11, 1968,

The bills of both serles will be issued on a discount basis under
competitive and noncompetitive bidding as hereinafter provided, and at
naturity their face amount will be payable without interest. They
¥111 be issued in bearer form only, and in denominations of $1,000,
55,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches
Ip to the closing hour, one-thirty p.m., Eastern Standard
ime, Monday, January 8, 1968, Tenders will not be
recelved at the Treasury Department, Washington. Each tender must
>e for an even multiple of $1,000, and in the case of competitive
cenders the price offered must be expressed on the basis of 100,
vith not more than three decimals, e. g., 99.925. Fractions may not
J>e used, It 1s urged that tenders be made on the printed forms and
"orwarded in the special envelopes which will be supplied by Federal
leserve Banks or Branches on application therefor.

Banking institutions generally may submit tenders for account of
>ustomers provided the names of the customers are set forth in such
-enders, Others than banking institutions will not be permitted to
submit tenders except for their own account. Tenders will be received
vlthout deposit from incorporated banks and trust companies and from
‘esponsible and recognized dealers in investment securities. Tenders
‘rom others must be accompanied by payment of 2 percent of the face
imount of Treasury bills applied for, unless the tenders are

iccompanied by an express guaranty of payment by an incorporated bank
r trust company.
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Immediately after the closing hour, tenders will be opened at t
Federal Reserve Banks and Branches, following which public announce-
ment will be made bv the Treasury Department of the amount and price
range of accepted bids. Those submitting tenders will be advised
0ol the acceptance or rejection thereof. The Secretary of the Treasyy
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
tinal. Subject to tnese reservations, noncompetitive tenders for
cach issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on January 11, 1968, in
cash or other immediately available funds or in a like face amount
of Treasury bills maturing January 11,1968. Cash and exchange tender
will receive equal treatment. Cash adjustments will be made for
differences between the par value of maturing bills accepted in
exchange and the issue price of the new bills.

The income derived from Treasury bills, 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 exc luded
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. 418 (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 ¥
anv Federal Reserve Bank or Branch.
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TREASURY DEPARTMENT

WASHINGTON, D.C.
January 3, 1968

. IMEDIATE RELEASE

AUCTION OF TAX ANTICIPATION BILLS
The Treasury Depariment announced today the forthcoming auction of $2.:
dion of tax anticipation bills maturing in June 1968. The bills are in
iition to the $3 billion of June tax bills already outstanding.
The pills will be auctioned on Tuesday, January 9, for payment on Monday,

wary 15. Commercial bpauks may make payrient for the bills by crediting Treasury

¢ and loan accounts.

The pills matvie on June 24, 1968, but ror be uz-d at face value in payment

Federal taxes due on Junc 15, 1968.
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TREASURY DEPARTMENT

WASHINGTON, D.C.

January 3, 1968
R DMMEDIATE RELEASE

TREASURY OFFERS ADDITIONAL $2.5 BILLION IN JUNE TAX BILLS

The Treasury Devartment, by this public notice, invites tenders for
,500,000,000, or thereabouts, of 161l-day Treasury bills (to maturity date),
be issued January 1o, 1968, on a discount basis under competitive and non-
wpetitive bidding as nrereinafter provided. The bills of this series will te
signated Tax Anticimation Series and represent an additional amount of bills
ted October 9, 1967, to mature June 24, 1968, originally issued in the amount
$3,005,517,000. The additional and original bills will be freely interchange-
le. They will be accepted at face value in payment of income taxes due on
ne 15, 1968, and to the extent they are not presented for this purpose the face
ount of these bills will be payable without interest at maturity. Taxpayers
siring to apply these v0ills in payment of June 15, 1968, income taxes may sub-
t the bills to a Federzl Reserve Bank or Branch or to the Office of the Trecsurer
the United States, Washington, not more than fifteen days before that date.
the case of bills suomitted in payment of income taxes of a corporation they
all be accompanied vy a duly completed Form 503 and the office receiving these
ems will effect the deposit on June 15, 1966. 1In the case of »ills suomitted
payment of income taxes of all other taxpayers, the office receiving the bills
11 issue receipts therefor, the original of which the taxpayer shall submit on
vefore June 15, 1963, to the Nistrict Director of Internal Revenue for the
strict in which such taxes are payable. The Dbills will be issued in oearer form
ly, and in denominations of $1,000, $5,000, $10,000, $50,000, $1C0,000, $500,000
d $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the closing
ur, one-thirty p.m., Eastern Standard time, Tuesday, January 9, 1968. Tenders will
t be received at the Treasury Department, Washington. Each tender must ve for an
cn multiple of $1,00C, and in the case of competitive tenders the price offered must

cxpressed on the bpasis of 100, with not more than three decimals, e. g., 99.925.
actions may not ve used. It is urged that tenders be made on the printed forms and
rwarced in the special envelopes which will ve supplied by Federal Reserve Banis or
anches on application therefor.

Ban:iing institutlons generally may submit tenders for account of customers pro-
ded the names of the customers are set forth in such tenders. Others than vanking
stitutions will not be permitted to submit tenders except for their own account.
nders will be received without deposit from incorporated banks and trust companies
d from responsible and recognized dealers in investment securities. Tenders from
hers must be accompanied by payment of 2 percent of the face amount of Treasury
11z aovplied for, unless the tenders are accompanied by an express guaranty of pay-
Nt oy an incorporated bank or trust company.
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All bidders are required to agree not to purchase or to sell, or to make any
agreementswith respect to the purchase or sale or other disposition of any bills
of thic issue at a specific rate or price, until after one-thirty p.m., Eastern
Standard time, Tuesday, January 9, 1968.

Imrediately 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 teniers, in whole or in part, and his action in any such respect shall be fina!,
Sub,ject to these reservations, noncompetitive tenders for $400,000 or less without
stated price from any one bidder will be accepted in full at the average price (in
three decimals) of accepted competitive bids. Peayment of accepted tenders at the
prices offered must ve made or completed at the Federal Reserve Bank in cash or otre
immediately available funds on January 15, 1968, provided, however, any qualified
depositary will be permitted to make payment by credit in its Treasury tax and
loan account for Treasury bills allotted to it for itself and its customers up to
any amount for which it shall be qualified in excess of existing deposits when so
notified by the Federal Reserve Bank of its District.

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 trea'.
ment, 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
cxen@t from all taxation now or hereafter imposed on the principal or interest there
of 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
0ills are originally soid 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 o0ills issued hereunder are sold is not considered to accrue until
such bills are sold, redeemed or otherwilse 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
oricginal 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.

Trezsury Department Circular No. 418 (current revision) and this notice, pre-
scrice the terms of the Treasury bills and govern the conditions of their issue.
Copies of the circular may be ootained from any Federal Reserve Bank or Branch.



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 4, 1968
FOR IMMEDIATE RELEASE

STUART E. SELGEL NAMED TO TREASURY POST

Treasury Secretary -enry #H. Fowler today announced the
appointment of Stuart E. Seigel as Associate Tax Legislative
Counsel.

Mr. Seigel, who haz been with the Office of Tax Legislative
Counsel cince 1965, succeeds Thomas A. Troyer, who recently
resigned to join the Washington law firm of Caplin and Drysdale.

Mr. Seigel, 34, was born in New ‘ork City. rle received a
£.5. degree from New York University in 1953, and an i.L.R,
from New York University Law School in 1957. While atr the N y.U.
Law School, he was Associate Editor of the Law Review.

After finic¢hing his schooling in New York, Mr. Seigel came
to Washington to work in the Chief Counscl's Office of the
Internal Revenue Service., While there re attended the Evening
Division of the Leorgetown University School of Law, where he
received a Mast.r of lLawzs in Taxation in 1960,

For more than eight years the appointee worked in the
Office of Chief Counsel, 1.R.S., where he was Attorney-Advisor,
and a Trial Attornev, representing the Covernment in tax cases
before the Tax Court of the United States. Mr. Seigel joined
the staff of the Tax Legislative Counsel, Main Treasury, in
October, 1965.

The Office of Tax Legislative Counsel furnishes the Assistant
Secretary for Tax Policy and other policv-making officials of the
Department with legal advice and analysis with respect to tax
matters, and assists in the development of tax legislation.

The appointee is a member of the American Ear Association,
the Federal Bar Association and the American Jjudicature Society .

Mr. Seigel is married to the former Jjoyce R. Meyers, of
New York, They heve three children, Charles, Lee and Suzarne,
and make their home at 412 Sisson Court, Silver Spring, Maryland.

00o
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REASURY DEPARTMENT

WASHINGTON, D.C.

January 4, 1968

FOR IMMEDIATE RELEASE

MINT MARKS RESTORED TO COINS

The 1968 United States coins, which carry mint marks for the first
time since the 1964 dated coins, were shown today at the Denver Mint,
Miss Eva Adams, Director of the Mint, and Mrs, Marian Rossmiller,
Superintendent of the Denver Mint, presided at ceremonies which included
the inspection of a specimen proof coin set bearing the San Francisco
mint mark.

This marks the first time in history that mint marks will appear
on proof coins. Mint marks have not been on United States coins since
passage of the Coinage Act of 1965 which prohibited the use of mint marks
because of the coin shortage. In 1967 the Congress repealed this prohibition
thereby authorizing the restoration of mint marks. Mint marks are
lmportant to the operation of the Mint because they provide an effective
control over the coinage by identifying the issuing institution.

To achieve uniformity, Miss Adams has directed that all mint marks
be placed on the obverse (face) of the coins. The mint mark on t:e cent,
nickel, dime and quarter will be to the right of the portraits, while on the
half dollar it will appear in the center under the portrait of the late
President Kennedy,

Coins produced at the Denver Mint will carry a small "D" mint mark,
and the proof coins struck at the San Francisco Assay Office will bear a
small "S" mint mark. In the past, proof coins were made at Philadelphia
and bore no mint marks., Traditionally, coins made at the Philadelphia Mint
are distinguished by the absence of mint marks,

Proof coin sets, which consist of a specially made half dollar, quarter,
dime, nickel and cent, have not been produced since 1964. Their production
was discontinued at the end of that year so that full production facilities

would be given over to making regular issue coinage to alleviate the existing
coin shortage.



-2 -

Beginning late in 1965, however, conditions permitted the production
of special mint sets at the San Francisco Assay Office. Although these sets
are better in quality than any of the regular uncirculated coin sets previously
packaged by the Mint, they are not of proof quality. The manufacture of
these sets has been discontinued with the resumption of the production of
proof coins.

Miss Adams said that ''during 1967 the Mint facilities produced over
seven billion coins, and in 1966 more than nine billion were produced,
thereby completely eliminating the coin shortage except for the half dollar."
She added that ''the half dollar is now beginning to circulate more freely
in various sections of the country and is on the way to resuming its normal
commercial function as a medium of exchange. "

The 1968 coins will enter circulation through normal channels --
the Mints make distribution of regular issue coin directly to the Federal
Reserve banks and branches, and it is the requisitions of the commercial
banks upon them for supplies that determine the amounts of the shipments
into the various areas,

Requests for the 1968 proof coin sets should be directed to the
Officer in Charge, United States Assay Office, Numismatic Service,
350 Duboce Avenue, San Francisco, California 94102. The price of $5.00

per set includes first class registered mail fee. The maximum number of
sets per order is 20 sets.
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TREASURY DEPARTMENT

WASHINGTGN, D.C
January 5, 1968

FOR IMMEDIATE RELEASE

INDUSTRIAL PAYROLL SAVINGS COMMITTEE
MEETS JANUARY 9 WITH SECRETARY FOWLER

The U. S. Industrial Payroll Savings Committee, made up of
top executives of American business and industry appointed by
Secretary of the Treasury Henry H. Fowler, meets in Washington
on Tuesday, January 9, to review program accomplishments in 1967
and to formulate plans for the 1968 campaign.

Secretary Fowler and other Administration leaders will mest
with the Committee. William P. Gwinn, President and Chief
Administrative Officer, United Aircraft Corp., East Hartford,
Conn., is to be installed as 1968 Chairman, succeeding 1967 Cna. i -
man Daniel J. Haughton, Chairman of the Board, Lockheed Aircraf:
Corp., Burbank, Calif.

Haughton is to preside over the meeting, to be held in the
Benjamin Franklin Room of the State Department's Diplomatic Fur.
tions Suite, with a reception at 6:00 and dinner at 7:00.

Other speakers on the day's program include Under Secretary
of the Treasury for Monetary Affairs, Frederick L. Deming, and
Glen R. Johnson, National Director of the Treasury's Savings B
Division. There will also be a special message from President
Lyndon B. Johnson.

During the past year, the Committee, members of which led
Payroll Savings activities in the major industrial and geograph::
areas of the country, spearheaded a drive '"For Freedom's Future
In which 2,606,640 new payroll savers or savers who increased
their purchases were signed up for the regular purchase of Savings
Bonds and Freedom Shares. Of these, 716,000 were from within com-
panies of the Committee members. In terms of dollar volume, the
Committee's accomplishment comes to $3.5 billion.

A list of the 1967 Committee and of the new members who will
serve on the 1968 Committee is attached.

o0o
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U. S. INDUSTRIAL PAYROLL SAVINGS COMMITTEE

1968 MEMBERS

Fx Officio General Chairman

Honorable Henry H. Fowler
Secretary of the Treasury

1968 Chairman

William P. Gwinn

President

United Aircraft Corporation
East Hartford, Connecticut

1963-1967 Chairmen

Daniel J. Haughton

Chairman of the Board

Lockheed Aircraft Corporation
Burbank, California

( 1967 Chairman )

Lynn A. Townsend
Chairman of the Board
Chrysler Corporation
Detroit, Michigan

( 1966 Chairman )

Dr, Elmer W. Engstrom

Chairman of the Executive
Committee

Radio Corporation of America

New York, New York

( 1965 Chairman )

Frank R, Milliken

President

Kennecott Copper Corporation
New York, New York

( 1964 Chairman )

Harold S, Geneen

Chairman and President

[nternational Telephone and
Telegraph Corporation

New York, New York

( 1963 Chairman )

Geographic Members
Charles F. Adams
Chairman of the Board
Raytheon Company
Lexington, Massachusetts

J. Paul Austin
President

The Coca-Cola Company
Atlanta, Georgia

Edd H. Bailey

President

Union Pacific Railroad Company
Omaha, Nebraska

Robinson F. Barker
Chairman of the Board
PPG Industries
Pittsburgh, Pennsylvania

Roy C. Echols

President

Indiana Bell Telephone Company
Indianapolis, Indiana

Francis E. Ferguson

President

The Northwestern Mutual Life
Insurance Company

Milwaukee, Wisconsin

Robert 0. Fickes

President and Chairman
Philco-Ford Corporation
Philadelphia, Pennsylvania

Richard A. Goodson

President

Southwestern Bell Telephone
Company

St, Louis, Missouril



J. E. Gosline
President
Standard Oil Company
of California
San Francisco, California

Fred L, Hartley

President

Union 0il Company of California
Los Angeles, California

Sherman R. Knapp

President

Northeast Utilities Service
Company

Hartford, Connecticut

John F. Lynch

President

La Gloria 0il and Gas Company
Houston, Texas

Wilfred D. MacDonnell
President
Kelsey-Hayes Company
Romulus, Michigan

Donald A. McMahon
President

Monroe International, Inc.
Orange, New Jersey

Robert D. O'Brien

Chairman of the Board

Pacific Car and Foundry Company
Renton, Washington

Robert T. Person
President

Public Service Company of Colorado

Denver, Colorado

Vernon R. Rawlings

Vice President
Martin-Marietta Corporation
Baltimore, Maryland

Robert W. Reneker
President

Swift & Company
Chicago, Illinois

Frederick W. Roth
President in Charge of
Operations
Gould-National Batteries, Inc,
St, Paul, Minnesota

Marion Sadler
President

American Airlines, Inc.
New York, New York

William C., Safford

President

The Western and Southern Life
Insurance Company

Cincinnati, Ohio

Horace A, Shepard
President

TRW Inc.
Cleveland, Ohio

Clyde Skeen

President
Ling-Temco-Vought, Inc.
Dallas, Texas

Industry Members

William R. Adams
President

St. Regis Paper Company
New York, New York




J. L. Atwood

President

North American Rockwell Corp.
El Segundo, California

Orville E. Beal

President

The Prudential Insurance Company
of America

Newark, New Jersey

D. C. Burnham

President

Westinghouse Electric Corporation
Pittsburgh, Pennsylvania

L. du P, Copeland

Chairman of the Board

E. I. du Pont de Nemours
& Company, Inc.

Wilmington, Delaware

Edward S. Donnell

President

Montgomery Ward and Company
Chicago, Illinois

Ben S. Gilmer

President

American Telephone and Telegraph
Company

New York, New York

James M, Hait
Chairman

FMC Corporation

San Jose, California

Herbert E. Harper

President

Public Service Coordinated Transport
Maplewood, New Jersey

Mr, John D, Harper
President

Aluminum Company of America
Pittsburgh, Pennsylvania

Honorable Richard J. Hughes
Governor of New Jersey
Trenton, New Jersey

W. Maxey Jarman
Chairman

Genesco, Inc.
Nashville, Tennessee

Byron Jay

President

The Great Atlantic & Pacific
Tea Company, Inc.

New York, New York

David M. Kennedy

Chairman of the Board

Continental Illinois National
Bank and Trust Company of
Chicago

Chicago, Illinois

Joseph L. Lanier

Chairman

West Point-Pepperell, Inc.
West Point, Georgia

T. V. Learson
President
International Business
Machines Corporation
Armonk, New York

John P. Levis
Chairman
Owens-Illinois, Inc,
Toledo, Ohio



Michael R. McEvoy
President

Sea-Land Service, Inc.
Elizabeth, New Jersey

Louis W. Menk
President

Northern Pacific Railway Company

St. Paul, Minnesota

Robert L. Milligan
Chairman of the Board
Pure 0il Company
Palatine, Illinois

Thomas F. Patton

Chairman and President
Republic Steel Corporation
Cleveland, Ohio

William Wood Prince
President

Armour and Company
Chicago, Illinois

James M. Roche

Chairman of the Board
General Motors Corporation
New York, New York

Watson F, Tait, Jr.
Chairman of the Board
Public Service Electric
and Gas Company
Newark, New Jersey

Charles C. Tillinghast, Jr,
President

Trans World Airlines, Inc,
New York, New York

Jack Valenti

President

Motion Picture Association
of America, Inc,.

Washington, D. C.

George R. Vila
Chairman and President
Uniroyal, Inc.

New York, New York



U. S. INDUSTRIAL PAYROLL SAVINGS COMMITIEE

Ex Officio General Chairman

Honorable Henry H., Fowler
Secretary of the Treasury

Geographic Members

Frank Armour, Jr,

Vice Chairman of the Board

H. J. Heinz Company
Pittsburgh, Pennsylvania

Allen G. Barry

President

New England Telephone
& Telegraph Company

Boston, Massachusetts.

John B. Bunker
President
Holly Sugar Company

Colorado Springs, Colorado

Norton Clapp

Chairman of the Board
Weyerhaeuser Company
Tacoma, Washington

J. E. Countryman
President

Del Monte Corporation
San Francisco, California

Charles H. Dolson
President

Delta Air Lines, Inc,
Atlanta, Georgia

1967 MEMBERS

Chairman

Daniel J. Haughton

Chairman of the Board
Lockheed Aircraft Corporation
Burbank, California

Robert 0. Fickes

President & Chairman
Philco-Ford Corporation
Philadelphia, Pennsylvania

Philip O. Geier, Jr.

President

The Cincinnati Milling
Machine Company

Cincinnati, Ohio

Richard A. Goodson
President

Southwestern Bell Telephone Co.
St. Louis, Missouri

Paul A, Gorman

President

Western Electric Company, Inc.
New York, New York

William P. Gwinn

President

United Aircraft Corporation
East Hartford, Connecticut

Gordon Hanes

President

Hanes Corporation
Winston-Salem, North Carolina



John F. Lynch

President

La Gloria 0il and Gas Company
Houston, Texas

G. Barron Mallory

President

P. R. Mallory & Company, Inc.
Indianapolis, Indiana

Arjay Miller
President

Ford Motor Company
Dearborn, Michigan

Thomas F. Patton

Chairman and President
Republic Steel Corporation
Cleveland, Ohio

William J. Quinn
President
Burlington Lines
Chicago, Illinois

Vernon R. Rawlings

Vice President
Martin-Marietta Corporation
Baltimore, Maryland

Frederick W, Roth
President

Gould-National Batteries, Inc,

St. Paul, Minnesota

Clyde Skeen

President
Ling-Temco-Vought, Inc,
Dallas, Texas

Robert S. Stevenson
Chairman

Allis-Chalmers Manufacturing Co,

Milwaukee, Wisconsin

W. A. Strauss

President

Northern Natural Gas Company
Omaha, Nebraska

Watson F. Tait, Jr,
Chairman of the Board
Public Service Electric
& Gas Company
Newark, New Jersey

Charles B. Thornton
Chairman of the Board
Litton Industries, Inc,
Beverly Hills, California

Industry Members

Harllee Branch, Jr.
President

Southern Company
Atianta, Georgia

Donald C. Burnham
President

Westinghouse Electric Corp.
Pittsburgh, Pennsylvania

Gilbert W. Fitzhugh

Chairman of the Board
Metropolitan Life Insurance (o,
New York, New York

Ben §. Gilmer

President

Anerican Telephone and Telegrah
company

New York, New York

John D. Harper

President

Aluminum Company of America
Pittsburgh, Pennsylvania



Fred L. Hartley

President

Union 0il Company of California
Los Angeles, California

Amory Houghton, Jr,
Chairman of the Board
Corning Glass Works
Corning, New York

Honorable Richard J. Hughes
Governor of New Jersey
Trenton, New Jersey

W. M. Jarman

Chairman of the Board
Genesco Inc,
Nashville, Tennessee

Walter H. Johnson, Jr.
Senior Vice President
Interpublic, Inc,

New York, New York

James A, Linen
President

Time Inc.

New York, New York

Robert L. Milligan
Chairman of the Board
Pure 0il Company
Palatine, Illinois

o0o

William B, Murphy
President

Campbell Soup Company
Camden, New Jersey

Herman H., Pevler
President

Norfolk & Western Railway
Roanoke, Virginia

James M., Roche

Chairman of the Board
General Motors Corporation
New York, New York

Marion Sadler
President

American Airlines, Inc,
New York, New York

Jack Valenti

President

Motion Picture Association
of America, Inc,

Washington, D. C.

H. E. Whitaker
Chairman

Mead Corporation
Dayton, Ohio



TREASURY DEPARTMENT

WASHINGTON. D.C.

ELEASE 6:30 P.M.,
y, January 8, 1968.

RESULTS OF TREASURY'S WEEKLY BILL OFFERING

The Treasury Department announced that the tenders for two series of Treasury

;,, one series to be an additional issue of the bills dated October 13, 1967, and
yther series to be dated January 11, 1968, which were offered on January 3, 1968,
opened at the Federal Reserve Banks today. Tenders were invited for $1,500,000,000,
jereabouts, of 91-day bills and for $1,000,000,000, or thereabouts, of 182-day bills.
letails for the two series are as follows:

i OF ACCEPTED 91-day Treasury Bills : 182-day Treasury Bills
JTITIVE BIDS: maturing April 11, 1968 : maturing July 1ll, 1968
Approx. Equiv. : Approx. Equiv.
Price Annual Rate : Price - Annual Rate
High g8.731 5.020% . 97.30L &/ 5. 335%
Low 98.708 5.111% . 97.272 5.396%
Average 98.716 5.080% 1/ 97.282 5.376% 1/

a/ Excepting 1 tender of $10, 000

14% of the amount of 9l-day bills bid for at the low price was accepted
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

ston $ 4,087,000 $ 14,087,000 : $ 23,323,000 $ 13,323,000
4 York 1,699, 950,000 927,750,000 : 1,444,343,000 634,143,000
1ladelphia 35,602,000 22,602,000 18,478,000 10,478,000
2veland 41,259,000 41,259,000 : 36,323,000 28,495,000
chmond 18,015,000 15,015,000 : 5,949,000 5,949,000
lanta 54,884,000 44,304,000 : 30,759,000 24,759,000
icago 276,167,000 217,367,000 : 212,503,000 122,822,000
. Louis 54,929,000 . 47,629,000 : 53,338,000 44,000,000
nneapolis 26,760,000 24,760,000 : 21,969,000 19,469,000
nsas City 31,782,000 29,782,000 : 21,581,000 21,581,000
llas 28,679,000 23,679,000 : 24,685,000 17,685,000
n Francisco 119,221,000 92,021,000 : 107,507, 000 57,858,000

TOTALS  $z,411,335,000 $1,500,255,000 b/$2,000,758,000 $1,000,562,000 c/

ncludes $280,945,000 noncompetitive tenders accepted at the average price of 98.716
ncludes $187,654, 000 noncompetitive tenders accepted at the average price of 97.28¢
hese rates are on a bank discount basis. The equivalent coupon issue yields are
.23% for the 91-day bills, and 5.62% for the 18Z-day bills.

-1124



TREASURY DEPARTMENT

WASHINGTON. D.C.
January 9, 1968

FOR IMMEDIATE RELEASE

INDUSTRIAL PAYROLL SAVINGS COMMITTEE
SETS TWO MILLION 1968 CAMPAIGN GOAL

Fifty-six of America's top executives, representing 23
geographic areas and 27 industries and state government, met
with Secretary of the Treasury Henry H. Fowler today to ini-
tiate plans to sign up 2,000,000 Americans as new savers or
increased allotments for the purchase of U. S. Savings Bonds
and Freedom Shares during 1968, They are members of the
U. S. Industrial Payroll Savings Committee, first established
in 1963.

For 33 of the group, this was thz2ir first such meeting,
They were installed officially as new members of the Commit-
tee for 1968, following their meeting with Secretary Fowler
and other Treasury officials, in the State Department's
Benjamin Franklin Dining Room., FEach was presented with
a Certificate of Appointment, signed by the Secretary.

In making the appointments, Secretary Fowler said, '"Your
Committee now represents the nation's largest markets, as well
as its major industries. Some of you are responsible for
organizing campaigns in your respective geographic areas,
Others will concentrate on the larger employers in their
related industries, Your abilities and your energies --
cast together with the cause of Savings Bonds and Freedom
Shares -- can only add substantially to the growth and
strength of the economy."

The Chairman of the Industrial Payroll Savings Committee
for 1968 is William P. Gwinn, President and Chief Administra-
tive Officer, United Aircraft Corp., East Hartford, Conn. 1In
acknowledging Mr, Gwinn's acceptance as Chairman, Secretary
Fowler said, "The vital volunteer activity which you will
now head is additional evidence of responsible patriotism
on the part of American business, The President joins with
me in a firm conviction that such outstanding public service
as that performed by your Committee adds strength to our
financial structure, helps to offset the forces of inflation

and substantially supports the valor of our servicemen in
Vietnam."



Mr. Gwinn succeeds Daniel J. Haughtcn, Chairman of the
Board, Lockheed Aircraft Corpcoration, Burbank, Calif. Mr.
Haughton will remain active as a memb:r-at-large of the
1968 Committee, joining with other former chairmen -- Lynn
A. Townsend, Chairman of the Board, Chrysler Corp., Detroit,
1966; Dr. Elmer W. Engstrom, Chairman of the Executive Com-
mittee, Radio Corporation of America, New York, 1965; Frank
R. Milliken, President, Kennecott Copper Corporation, New
York, 1964, and Harold S. Geneen, Chairman and President,
International Telephone and Telegraph Corp., New York,

1963,

In addition to providing over-all direction for the
national Payroll Savings effort, the business executives
who formed the 1967 Committee spearheaded Payroll Savings
drives in their own companies -- for a total of 716,000
savers. And purchasers of the Freedom Shares/Savings
Bonds combination accounted for 334,000 of that number,
The Committee exceeded its national goal of 2,500,000
new savers or savers who increased their payroll allot-
ments, In terms of dollar volume, the 1967 Committee's
accomplishment comes to $3.5 billion.

In a special message to the industrialists, President
Lyndon B. Johnson complimented the 1967 Committee. His re-
marks stressed the urgent need to stabilize our economy,
preserve the value of the dollar and offset the deficit
in the balance of payments. He cited the values of the
Savings Bonds Program in that all-out national effort.

Commenting on the Committee's accomplishments, Secre-
tary Fowler said, ''Your 1967 Payroll Savings campaign
throughout industry was a shining example of distinguished

and enlightened self-service by the business community in
meeting the needs of the nation.,"

Incoming Chairman William P. Gwinn told the members,
"Secretary Fowler has clearly spelled out the economic
facts. As individuals deeply involved in the commerce and
industry of our nation, I am sure we fully appreciate the
need for maintaining the stability of the dollar. In Sav-
ings Bonds, and their sale through Payroll Savings, we have
a powerful, positive instrument for helping to keep not only



our economy strong but the dollar stable, This is not a
one-way street, for the individual whc participates builds
a nest egg for himself and his family at the same time,"

Another highlight of the meeting was the presentation
of awards to outgoing Chairman Haughton and members of his
Committee., Mr. Haughton received the Treasury's Medal of
Merit, while Committee members were presented with Silver
Medals of Merit,

The session -- which got underway in the afternoon --
was opened by Under Secretary of the Treasury for Monetary
Affairs, Frederick L. Deming, who introduced the new members
of the 1968 Committee,

Glen R. Johnson, National Director of the Treasury's
Savings Bonds Division, spoke of the outstanding team
spirit shown by the Committee and outlined the guidance
and logistical support available from his Division.

o0o



TREASURY DEPARTMENT

WASHINGTON. D.C.

LEASE 6:30 P.M.,
y, January 9, 1968.

ESULTS OF TREASURY'S OFFER OF ADDITIONAL $2.5 BILLION OF JUNE TAX BILLS

he Treasury Department announced that the tenders for an additional $Z,500,000,000,
reabouts, of Tax Anticipation Series Treasury bills dated October 9, 1967, maturing
4, 1968, were opened at the Federal Reserve Banks today. The additional amount of
vhich were offered on January 3, 1968, will be issued January 15, 1968, (161 days

urity date).

he details of this issue are as follows:

otal epplied for - $6,332,020,000

otal accepted

- $2,500, 362,000

(includes $5867,380,000 entered on a non-
competitive basis and accepted in full

at the average price shown below)

ange of accepted competitive bids:
i/ Excepting one tender of $40,00).

igh - 97.788 g/ Equivalent rate of dlscount approx. 4.946% per annum
ow - 97.727 — o 5.082% "
verage - 97.738 o " 5.058% "

( 2% of the amount bid for at the low price was accepted)

ral Reserve Total Total
rict Applied For Accepted
on $ 239,520, 000 $ 187,020,000
fork 2, 905,082,000 754,502, 000
idelphia 250, 915, 060 174,915,000
*land 323,717,000 71,567, 000
aond 85,655,000 44,255,000
1te 176,675,000 119,175,000
180 789, 348,000 335,490, 000
souis 215,707,000 158, 907, 000
‘apolis 220,670, 00C 131,660,000
15 City 116,409, 009 9€, 109, 000
18 223,380,000 107, 380, 000
‘rancisco 785,442, 000 339, 382, 000
TOTAL $6, 332,020,000 $2,500, 2¢2, 000

-5 15 on a bank discount basis.

The equivalent coupon issue yield is 5.:26%.



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 10, 1968
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
$2,500,000,000, or thereabouts, for cash and in exchange for

Treasury bills maturing January 18, 1968, in the amount of
$2,501,068,000, as follows:

91-day bills (to maturity date) to be issued January 18, 1968,
in the amount of $ 1,500,000,000, or thereabouts, representing an
additional amount of bills dated October 19, 196

7, and to
nature April 18, 1968 originally issued in the amount of

51,000,119,000, the additional and original bills to be freely
Interchangeable.

182-day bills, for $1,000,000,000, or thereabouts, to be dated
January 18, 1968, and to mature July 18, 1968.

The bllls of both serlies will be issued on a discount basis under
ompetitive and noncompetitive bldding as hereinafter provided, and at
iaturity theilr face amount will be payable without interest. They
'111 be issued in bearer form only, and 1in denominations of $1,000,

5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
maturity value).

Tenders wlll be received at Federal Reserve Banks and Branches
p to the closing hour, one-thirty p.m., Eastern Standard
ime, Monday, January 15, 1968. Tenders will not be
ecelved at the Treasury Department, Washington. Each tender must
e for an even multiple of $1,000, and in the case of competitive
enders the price offered must be expressed on the basis of 100,
1th not more than three decimals, e. g., 99.925. Fractions may not
2 used., It is urged that tenders be made on the printed forms and

srwarded in the special envelopes which will be supplied by Federal
¢serve Banks or Branches on application therefor.

Banking institutions generally may submit tenders for account of
1stomers provided the names of the customers are set forth in such
inders. Others than banking institutions will not be permitted to
1bmit tenders except for their own account. Tenders will be receilved
lthout deposit from incorporated banks and trust companies and from
'sponsible and recognized dealers in investment securities. Tenders
‘om others must be accompanied by payment of 2 percent of the face
ount of Treasury bills applied for, unless the tenders are

companied by an express guaranty of payment by an incorporated bank
trust company.
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Immediately after the closing hour, tenders will be opened at the
Federal Reserve Banks and Branches, following which public announce-
ment 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 Treasyr
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
each issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average . rice (in three
decimals) of accepted competitive bids for the —spective issues,
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on January 18, 1968, in
cash or other immediately available funds or in a like face amount
of Treasury bills maturing January 18,1968. Cash and exchange tender:
will receive equal treatment. Cash adjustments will be made for
differences between the par value of maturing bills accepted in
exchange and the issue price of the new bills.

The income derived from Treasury bills, 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, whecher Federal or
State, but are exempt from all taxation now or hereaiter imposed on
the p incipal or interest thereof by any State, or any of the
possessions of the United States, or by any local t:¢ <ing authority.
For purposes of taxation the amount of discount at v i1ich Treasury
bills are originally sold by the United States is considered to be
interest. Under Sections 454 (b) and 1221 (5) of tt 1Internal
Revenue Code of 1954 the amount of discount at whick bills issued
hereunder are sold is not considered to accrue until such bills are
sold, redeemed or otherwise disposed of, and such biils are excluded
from consideration as capital assets. Accordingly, . he owner of
Treasury bills (other than life insurance companies) issued hereunder
need include in his income tax return only the difference between
the price paid for such bills, whether on original issue or on
subsequent purchase, and the amount actually received either upon

sale or redemption at maturity during the taxable year for which the
return is made, as ordinary gain or loss.

Treasury Department Circular No. 418 (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.
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TREASURY DEPARTMENT
Washington

REMARKS BY THE HONORABLE HENRY H. FOWLER
SECRETARY OF THE TREASURY, BEFORE
LUNCHEON-MEETING OF 1968 ""SHARE IN FREEDOM'
SAVINGS BONDS VOLUNTEER CONFERENCE
COTILLION ROOM, SHERATON PARK HOTEL, WASHINGTON, D.C.
WEDNESDAY, JANUARY 10, 1968, 1:55 P. M., EST

Chairman Gwinn, Distinguished Guests, Ladies and
Gentlemen -- I am delighted to be here with you and to witness
the inspiring example that this superb audience is giving the
American people.

As volunteers in the cause of good citizenship, you are
putting patriotism into practice You are demonstratirg --
not your rights -- but your responsibilities,

Your numbers are impressive and the importance of your
callings more so. You exemplify the simple truth on the cover
of your colorful campaign brochure as stated by a great
President =-- "I go for all sharing the privileges of the Govern-
ment who assist in bearing its burdens."

In an altogether fitting observance of New Year's day,
President Johnson launched an Action Program to maintain the
strength of the dollar and preserve the soundness of the Free
World monetary system by restoring our international parments
to balance.

This was an act of singular courage and decisiveness,
but also an act of challenge -- to you and to me -- whatever our
respective callings -- public or private.

The challenge was to all responsible citizens to join
in the "very necessary and laudable effort to preserve our

country's financial strength."

Today we launch a related and equally laudable effort for

the same noble purpose -- for the sale of U.S. Savings Bonds,
like the restoration of our balance of payments to equilibrium,
will preserve a strong dollar -- at home or abroad.
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And that strong dollar is the bulwark of both our domestic
and international monetary system.

It has helped bring the greatest economic miracles of
all times.

It has underwritten unprecedented prosperity for the
people of the United States who are now in the 83rd month of
sustained economic growth shared with our near neighbors.

It has helped bring back a war-torn Europe and Japan to
share in that prosperity.

It is helping to bring new life and strength and hope to
the developing world of Asia, Africa and Latin America.

It is turning back the naked aggression in Southeast Asia,
which, if left unchecked, would light the fires and fears of
war in other parts of the world.

The strength of the world economy and the functioning of
the international monetary system depend to a large extent on
the level of economic activity in the United States and the
maintenance of a stable dollar -- stable in terms of prices
and of exchange rates.

Yes, as the President said on New Year's day =-- a strong
dollar protects and preserves the prosperity of businessman
and banker, worker and farmer -- here and overseas -- as it

is restoring peace and security.

And it is our job to protect and preserve the strength of
the dollar for these tasks in the years ahead.

The New Year is a time for action -- for decisive action
pursuant to firm resolution.

Today -- this month -- we are concerned with three related

areas for decisive action and firm resolution to strengthen
the dollar by:

-- taking action to deal directly with our balance
of payments deficit through the selective
temporary and longer term measures set forth by
the President on January 1;
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-- making it "'the first order of business" --
as termed by the President -- to restore the
first line of defense of the dollar -- a
strong American economy -- by moving decisively
in the direction of balance in our budget and
stability in prices and unit labor costs with
the enactment of the anti-inflation tax increase,
coupled with an austere budget, appropriate
monetary policy, and a more effective voluntary
program of wage-price restraint, and

-=- launching here today the most intensive,
effective effort since World War II to meet
to the maximum extent the government's borrowing
needs outside the over-crowded money markets
through the sale of U.S. Savings Bonds and
Freedom Shares, thereby financing the debt in
an anti-inflationary manner.

First, I would like to discuss briefly three questions that
seem to arise frequently about the President's new balance of
payments program,

Why were these measures -- some of them drastic and
unprecedented -- taken at this particular time when we have had
this problem around for a long time and it concerns a deficit
that is only a fraction of one percent of our national output
of goods and services?

It is apparent that even today, many of our people are not
fully aware of the urgent necessity of restoring a balance in
our international payments. The U. S. economy is strong and
prosperous. The international transactions of the United
States, while very large in terms of the world economy, are
small relative to our total production, consumption and
investment., Why should the United States or the world be
disturbed about a balance of payments deficit that at worst
has been only a fraction of one percent of our output of
goods and services?

Despite the magnitude of our domestic economy, the foreign
transactions of the United States are very important to our
economic well-being and indispensable to the Free World.

Imports of foodstuffs, raw materials and finished goods are
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essential for our production and our high standard of living.
The overseas expenditures of the U.S. Government for foreign
aid and defense are vital to our objectives of world peace

and security. U. S. private foreign investment or lending

is profitable to our banking and business institutions,
important for economic growth and development in many other
countries, and an inherent part of the functions of the dollar
as the preeminent international currency.

The cost of these imports, security expenditures abroad,
foreign investment, and -- yes -- our travels to other lands
for pleasure or profit, must be paid for by exports of goods
and services, the earnings of our foreign investment:s, foreign
investment and tourism in the United States, and other foreign
exchange receipts. When our total foreign payments are more than
our foreign receipts, some of the excess dollars received by
foreigners are sold to their monetary authorities in return
for local currency.

To some extent and for some time, foreign central bank:s
are willing to add such dollars to tieir reserves. but whemn
the accumulation of dollars is large in amount and cortinuc:
for a long time, some foreign central banks no longei add

these dollars to their re:erves but convert them into gold.

Our total foreign payments have exceeded our tot.
foreign receipts steadily since 1958. As our gold re: rves

were very large then -- they were larger at the end oif 1957
than they had been at the end of 1950 -- there was mo urgency
about restoring our balance of payments. In fact, near!y

all countries had very small reserves and many veore cag r to
add to their dollar reserves.

Nevertheless, President Eisenhower instructed the
Department of Defense and other Govermment agcncies to
cconomize on their foreign expenditures. Pre:ident Kennedy
strengthened the earlier program and introduc d new measures,
including those designed to increase U. S. ex orts, to hold
down U. S. purchases of foreign securities and to increase
foreign purchases of U.S. sccurities. A renewed capital
outflow in 1964 made it necessary for President Johnson to
%ntroduce a voluntary program for holding down foreign dircct
investment and foreign bank loans.
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1t had been hoped that the normal adjustment of
international payments would enable us to restore our payments
without restrictive measures. In fact, from 1959 to 1964, we
made good progress in reducing our payments deficit because of
the growth of our exports of goods and services, and because
of the rise in earnings from our foreign investments, and
because of the savings on the government account. The sharp
increase in our private capital outflow, however, prevented the
achievement of balance in 1964,

In 1965 and 1966, the accelerated expansion in the U. S.
economy and the war in Vietnam placed renewed pressure on the
balance of payments., The great boom resulted in an extraordinary
increase of imports, very much more than the increase of exports.
The costs of our forces in Vietnam added substantially to our
foreign payments. Thus, while the voluntary program reduced
the capital outflow considerable from the peak of 1964, the
payments deficit persisted. No progress was made in 1967 because
our imports continued to rise nearly as much as our exports, the
foreign exchange costs of Vietnam rose further to over $1.5
billion, and private capital outflows and the tourism deficit
again increased.

The devaluation of sterling Lrought the balance of
payments problem to an acute stage. It resulted in a loss
of confidence in currencies and was accompanied by a large
outflow of foreign funds from the United States and a burst of
speculative buying of gold. This was a threat not only to the
dollar but to the international monetary system as a whole,
While the speculation was repulsed with the cooperation of
the members of the gold pool, it has underlined the urgency of
placing the dollar once more in ar impregnable position. With
the implementation of the Rio resolution for creating Special
Drawing Rights by the Internationdl Monetary Fund, the world will
be assured of an adequate supply of reserves without the
necessity of depending on continucd U.S. deficits. The time
has come, therefore, when it is necessary and desirable to
tgke decisive measures to eliminatc¢ the payments deficit. That
will be done through the Action Program.
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The second question often raised in connection with the
President's new balance of payments program is why were measures
selected that were restrictive of spending abroad in the private
sector -- business and direct investment, banking and
tourism -- instead of reducing Government expenditures overseas?

The answer is twofold. For some years the Government has
conducted a rigorous program to reduce and neutralize the
balance of payments costs of its overseas expenditures
resulting in the saving of billions of dollars of foreign
exchange. Government spending abroad consists primarily of
military expenditures resulting from the positioning of
our militaryv forces beyond our borders in the interest of
maintaining our security and that of our allies in Europe
and the Far East, and foreign aid provided to certain of the
less developed countries directly or in association with
other financially powerful nations in international
organizations such as the World Bank, the Inter-American
Development Bank and the Asian Development Bank.

In the field of military expenditures a very stringent
program, developed and rigorously executed by the Defense
Department under the leadership of Secretary McNamara, has
saved billions of dollars in foreign exchange costs of our
military expenditures abroad. I invite any who raise the
question as to what the Government is doing to hold down the
bailance of payments consequences of its own expenditures abroad
to secure a copy and ready carefully a 26 page Report released
last week by the Department of Defense. That Report reviewed
the most intensive program being executed by that Department
in a variety of measures to reduce the balance of payments
impact of maintaining our security abroad.

For a few examples -- actual numbers of military perspnnel
deployed abroad have been reduced tc the degree consistent with
our security commitments to our allies.
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Military strength levels in Western Europe have been
reduced by 67,000 since the peak of the Berlin build-up in
March 1962 and there will be an additional reduction of
35,000 in 1968 resulting from arrangements made last year
on a new force rotation principle.

There has been a continuing effort to encourage
participation by military personnel stationed in foreign
countries in voluntary programs designed to channel available
disposable income back to the United States -- premiums on
savings returned home, the use of military payments
certificates in Vietnam and, more recently, the establishment
of a rest and recuperation program in Hawaii for military
personnel serving in South Vietnam are examples.

Actions taken to reduce the number of foreign nationals
employed in commection with military operations abroad has
resulted in substantial reduction of this category of
foreign exchange cost in all areas except Southeast
Asia.

Expenditure for material, supplies and services and
major equipment from U. S. sources rather than off shore
has received very great emphasis. The Defense Department is
also attempting to achieve maximum feasible use of U.S. owned
excess currencies and barter arrangements as a means of con-
serving defense dollar expenditures entering into the
balance of payments.

A program to conduct sales of U.S. type military equipment
to our allies to further the practice of cooperative logistics
and standardization of equipment and reduce costs to our allies
and to ourselves has had the result of offsetting, at least
partially, the unfavorable payments impact of our deployments
abroad in the interest of collective defense. Receipts from
these sales have increased from an annual rate of

?300 million a year in fiscal 1961 to close to $1.6 billion
In fiscal 1967.

. The reduction of the foreign exchange impact of foreign
aid by tying it to the purchase of U.S. goods and services --
a program inaugurated in the latter part of the Eisenhower
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Administration -- has been rigourously pursued. Whereas in
1959 only forty percent of our bilateral aid dollars were being
spet on U.S. goods and services, tying procedures have been
continually strengthened so that the percentage has been
increased to nearly ninety percent. Recognizing that

tying procurement to U.S. sources may not itself be

enough to reduce to the extent necessary the impact of the

aid program on the balance of payments if the purchaces made with
the funds merely substitute aid exports for commercial exports,
special efforts are being made to insure that aid f{iianced
exports will be "additional."

But the President's new balance of payments prcegram did
not stop with pointing to past and current efforts to reduce
the impact of Government expenditures abroad on our balance
of payments. In speaking of these efforts he said: "I am
convinced that much more can be done. I believe we should set
as our target avoiding a drain of another $500 million on our
balance of payments."

To achieve this objective, he took three steps -- directing
the Secretaries of State, Treasury and Defense to initiate
prompt negotiations with our allies to minimize further the
foreign exchange costs of stationing our troops within
their borders, instructing the Director of the Budget to find
ways of reducing the number of Government civilian emnlovees
working overseas, and instructing the Secretary of Defense
to find ways to reduce further the foreign exchange impact
of personal spending by U. S. forces and their depencents
in Europe.

Of course, there are those who would argue that
Government expenditures overseas should be further reduced
by bringing our forces back to the United States into a kind
of "fortress America." To this contention the answer is
clear. 1In the words of the President: '"We carmot forego
our essential commitments abroad, on which America's zecurity
and survival depend."”

When a family has a cash stringency because there is more
outgo than there is income and it has to cut detm o =vending
and/or try to increase its earnings, I believe the head of that
family would make a very poor choice of means i€ he --rided to

cancel the insurance policies on which family secur.: was
based,



The third question asked about the President's new balance of
payments program is -- won't the reduction of outflow of dollars
from the United States or flow-back of dollars to the United States
cause a sharp deflation in the remainder of the world?

Again, the answer is in two parts. First, the monetary and
fiscal authorities in other countries can take domestic measures
to provide additional money and credif in their own currencies
for the dollars that no longer come or the dollars that go home
by adopting more expansionary monetary and fiscal policies.

Second, the early availability of additional monetary
reserves to the world's total in the form of Special Drawing
Rights in the Tnternational Monetary Fund through a new facility
now being provided by the collective action of the 106 member
countries in that organization should remove the concern that
the elimination of the U. S. deficit will endanger a healthy
growth in the monetary reserves of the rest of the world.

In past years there have been fears that more intensive
action to eliminate the deficits in our balance of
payments which have characterized past years and added

to the reserves of other nations at a time when little, if
any, newly mined gold was being added to world monetary
reserves would cause a worldwide recession as a scramble
by countries for reserves resulted in ''begger thy
neighbor'" policies, sharp deflation or escalating inter-
national interest rates. Now the risks of cutting our
deficit too much are negligible.
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Last September at the Annual Meeting of the International
Monetary Fund in Brazil the Governors representing the 106 member
countries unanimously approved a resolution directing the
submission to Governments by March 31, 1968 of the first major
amendment to the Articles of Agreement of the IMF since the original
Agreement at Bretton Woods in 1944. This amendment, the
product of two years of intensive negotiations inaugurated in
July 1965 at the initiative of our President, would provide
a facility for the deliberate creation of additional monetary
reserves supplementary to gold and the reserve currencies such
as dollars in the form of "Special Drawing Rights.'" These Rights
would bz distributed to the central banks of the 106 member
countries in accordance with their percentage quotas in the
fund. They could be used for an unconditional call on the
currencies of other countries in accordance with procedures
set forth in an extensive '"'Qutline of a Plan' which was
approved as a basis for the amendment.

When operational -- this new facility will supply additional
liquidity to the world in amounts needed to accommodate
an increasing volume of trade and capital movements., The
international monetary system would no longer depend for
additional reserves on newly mined gold excess to increasing
industrial and decorative use and sporadic speculative demand
and additions to the holdings of dollars in official reserves
of other countries resulting from variable deficits in U. S.
balance of payments,

In the words of the President, as our movement toward
balance curbs the flow of dollars into international reserves,
"it will therefore be vital to speed up plans for the creation
of new reserves -- the Special Drawing Rights -- in the
International Monetary Fund., These new reserves will be a
welcome companion to gold and dollars, and will strengthen the
gold exchange standard."
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1 have discussed the three questions most often raised
about the President's new balance of payments program. Sometimes
those who have not studied the President's statement carefully
ask a fourth question -- why does the program try to restrict
certain outflows instead of tackling the more fundamental
problem of handling our internal economy so as to avoid the
inflation that is the root cause of the problem?

The answer is that the President's balance of payments program
incorporates in very specific terms measures for tackling this
fundamental problem. Indeed, he labels them in his Message
as '"the first order of business' and uses the word "urgent"
in describing them saying: ''No business before the returning
Congress will be more urgent than this: to enact the anti-
inflation tax which I have sought for almost a year. Coupled
with our expenditure controls and appropriate monetary policy,
this will help to stem the inflationary pressures which now
threaten our economic prosperity and our trade surplus."

In addition, the President directed his Cabinet officers
to work with leaders of business and labor '"to make more
effective our voluntary program of wage-price restraint 'and'
prevent our exports from being reduced or our imports increased
by crippling work stoppages in the year ahead."

This brings us in a natural transition to a concern for
the strength and stability of the U. S. economy which is the
first line of defense of the dollar.

To sustain the kind of economy that has given us nearly
seven years of continuous growth, we have urgent business before us.

We need a tax increase, and we need it now.

President Johnson last August requested a temporary, ten
percent surcharge. He did this in the face of a dangerous

deficit, rising interest rates and the threat of unacceptable
inflationary pressures.

Since that time a consensus in favor of a tax increase has
gmerged among responsible leaders throughout the country,
lncluding many of you here today. It takes a sense of true
responsibility for an industrialist, who is responsible to his
stockholders, to recommend greater taxes.

The labor leader, elected by the members of his union to

represent their best interest, must show a similar sense of
wise fortitude.
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The professional economist, who is paid to be right more
often than he is wrong, evaluates the economic climate most
carefully before he goes down the line for a tax increase.

And the responsible journalist and business writer, whose
views often mold the public thinking on important questions
affecting the economic course of our daily lives, must be doubly
cautious about what he commits to paper.

In a way, all of these have as much to lose from making
wrong judgment on this question as a member of Congress.

But -- to get the action that counts we need to add to the
singular near unanimity among many of the nation's foremost
businessmen and labor leaders, economists, industrialists,
bankers and financial leaders who have recommended a tax increase --
the votes of the majority of the members of the House of
Representatives and the Senate.

A failure to take this tax action promptly will risk a
declining trade surplus. This trade surplus is the mainstay
of our balance of payments position. It can rapidly decline --
as it did in late 1965 and 1966 -- when a floodtide of imports
were induced by an economy running at a very high rate of speed.
When our rate of economic growth in money terms expands at a
rate of eight or nine percent, there is an increasing propensity
to import. 1In that situation, imports occupy an increasing
percentage of our gross national product and our trade surplus
evaporates. We cannot afford to let that happen, cancelling
our savings effected by the direct measures in the President's
program.

A failure to take this tax action promptly and decisively
will cause strain, tension and a scramble in our domestic credit
markets, endangering the housing industry and the satisfaction
of credit needs of states and local government and small business
on reasonable terms.

A failure to take this tax action promptly will give rise
to doubt at home and abroad on the health of the dollar -- and
the will and capacity of the American Government and people to
protect it from the internal danger of an inflation which is
accompanied by a wage-price spiral.

. Let me be clear: The Number One domestic and inter-
Dational legislative objective of this Administration remains
pPassage of this badly needed tax surcharge.

I ask you to give your help in support of this measure.
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This brings us to the last of the three programs being

aunched this January to strengthen the dollar -- vyour principal
usiness of the day and, I hope, an important part of your
usiness for the year -- promoting the sale of U. S. Savings
onds.

Buying and holding U. S. Savings Bonds are actions more
mportant to our nation's economic stability today than ever
efore, These bonds not only support our fighting men in
‘ietnam and our commitment to the defense of freedom through-
ut the world, but they strengthen the dollar by strengthening
ur economy at home and guarding against the forces of
nflation,

In the days and months to come, all of us -- in government,
n banking and finance, in industry and commerce -- must share
n extra burden of responsibility in maintaining a steady
conomic footing while we continue to move ahead.,

Now, more than ever before, it is essential that we
inance our debt in the soundest possible way; that we do
11 we can to place more of the debt in the hands of savers,
ou well know that participation in the Savings Bonds Program
S a measurable and effective means of accomplishing both these

bjectives, because you have done an outstanding and admirable
ales job,

I am convinced our program can be expanded, We have good
products," Savings Bonds are an attractive investment, To
e sure, higher rates are available in today's markets than
he 4,15 percent rate of interest on our Szvings Bonds, But
ur bonds do have advantages, namely, safety, convenience,
iquidity, and certain tax benefits in terms of deferred
ncome as well as exemption from State and local income
axation, Similarily, our newer 'Freedom Shares" with a 4.74

ercent rate of interest are very attractive and worthwhile
nvestments too,

In closing let me express a debt of gratitude from
reasury to you who are doing so much in the promotion of the
ale of Savings Bonds, The growing stockpile of Savings Bonds
Ssists the Treasury materially in managing the nation'‘s
lnancgs -- maintaining a stable economy at home, and a strong
-onomic position internationally, to back our stand for
reedom in Vietnam and elsewhere in the world.

The fact that so many Americans participate in the regular
irchase of Savings Bonds is irrefutable and inspiring evidence
g Fhe effective energies and talents that you leaders of
18iness, labor and finance have put into our programs to



TREASURY DEPARTMENT

WASHINGTON, D.C.
January 10, 1968

FOR IMMEDIATE RELEASE

TREASURY MARKET TRANSACTIONS IN DECEMBER

During December 19€7, market transactions in
direct and guaranteed securities of the Government
investment accounts resulted in net purchases by

the Treasury Department of $51,741,000.00.
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TREASURY DEPARTMENT

- WASHINGTON, D.C.
January 11, 1968

FOR IMMEDIATE RELEASE
THURSDAY, JANUARY 11, 1968

McKINNEY OUTLINES TASK FORCE ON TRAVEL WORK
PROGRAM AND ANNOUNCES APPOINTMENT OF COMMITTEE CHAIRMEN

Robert M. McKinney, chairman of the Industry-Government
Special Task Force on Travel, today listed 12 areas of study the
Task Force will pursue before submitting recommendations to
the President on how to attract more visitors to the United
States, and reduce our balance of payments deficit. He
also announced the appointment of the chairmen who will head
the 12 working parties.

Objectives of the Task Force, Mr. lMcKinney said, are:

(1) to determine practical steps which can be taken
quickly to produce early improvement in the
travel sector of the balance of payments;

(2) to determine medium and long term measures to
bring U.S. travel expenditure- and receipts into
better balance, and to recommend the necessary
steps that should be taken in both the private
and government sectors to accomplish this
objective; and

(3) to determine how best to help foreign visitors
improve their knowledge and understanding of
the U.S. and the American people through first-
hand experience, and to provide a new bridge of
understanding through tourism between the U.S.
and other countrics, including Eastern European
and developing nations.

F-1129
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The 12 committee chairmen and the areas of activity each
committee will study are:

COMMITTEE ONE -- Chairman, William D, Patterson,
The Saturday Review

Provide statistical information, including projections
of U.S. travel receipts and expenditures in 1970 and 1975, under
various assumptions. Submit an analysis of factors which
tend to limit or impede travel or which would be advantageous
to build upon. Recommend the most promising major markets for
rapid expansion of visitor travel, and analyze current travel
trends within the United States.

COMMITTEE TWO -- Chairman, E. 0. Cocke, Trans World Airlines

Evaluate the effectiveness of present American travel
promotional programs by U. S. private industry, including
sources of funding; target areas and objectives, and scale of
efforts., Analyrze potential new target areas; magnitude of
efforts required; methods for financing new programs; new
government-indu-try roles; ways to increase assistance from
travel-related industries, and the possibility of cooperative
participation by federal, state and local governments with
private industr7. Recommend how better to mobilize the
travel industrv, oth in the U. S. and foreign countries,

and new promotional programs most likely to produce significant
response.

COMMITTEE THREE -~ Chairman, Howard L. Clark,
American Express Company

Consider solutions to problems currently encountered in
creating and selling tours within the United States,
Recommend measures required to design and produce tours
which can compete successfully with tours offered in
competing travel areas outside the U.S.; ways to increase
student and educ..tional travel; travel for purposes of
conventions, conferences, and incentive programs, and how to

enlist the cooperation of U.S. internarional corporations and
organizations.
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COMMITTEE FOUR -- Chairman, Willis G. Lipscomb,
Pan American World Airways

Report what new efforts should be asked from the
ransportation industry -- including airline, bus, railroad,
hipping, car rental, sightseeing, automobile, tire and
etroleum companies.

COMMITTEE FIVE -- Chairman, Edward E. Carlson,
Western International Hotels, Inc.

Report on what new efforts should be asked from hotels
mnd potential providers of other accommodations (e.g., youth
1ostels, college dormitories). Seek new government efforts
‘or improving services and facilities in federal, state, and
.ocal parks, monument areas, etc.

COMMITTEE SIX -- Chairman, George Moore,
First National City Bank of New York

Report on what new efforts should be asked from banking,
'redit card, and insurance companies.

COMMITTEE SEVEN -- Chairman, Frank N. Tkard,
American Petroleum Institute

Suggest new efforts which would assist in increasing travel
-0 the U.S. through better visitor information, services, and
10st programs. Consider travel attractions, museums,
iightseeing services, guides, interpreters and host programs
n major cities and resorts, as well as guide books, maps,
‘ravel brochures, and news media in formulating recommendations.
‘eek new ways to help foreign visitors improve their knowledge
ind understanding of the U.S. through first-hand experience
'ith our way of life, attitudes, and aspirations.

COMMITTEE EIGHT -- Chairman, Winston V. Morrow, Jr.,
Avis Rent a Car Service

Advise on ways and means of reducing costs of travel to
nd within the U.S. and of acquainting potential travelers with
uch lowered costs. Consider the cumulative impact of costs of
ransportation to and within the U.S., accommodations, meals,

hOPping, sightseeing, travel attractions, accident, and
edical ins_u_‘cance ete
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COMMITTEE NINE -- Chairman, Donald G. Agger,
Department of Transportation

Examine domestic and international transportation policies
of the federal government as they affect the balance of payments.
Study federal policies on rates, including rate differentials
and "directional fares' -- fares, making travel to the U. S.
attractive -- for international travelers, carrier certifications,
bilateral and multilateral transport agreements, U.S. and foreign
regulations impeding competition by U.S. carriers, special
arrangements for group travel and other methods of reducing cost
of transportation to the U.5, Suggest ways of assisting U.S.
flag carriers to obtain a larger share of international travel.

Consider ways of simplifying and facilitating frontier
formalities (visas, customs, immigration, agriculture
inspection, nublic health, etc.). Consider how better to
mobilize federal programs and resources affecting tourism,
including the role of a national tourist office. Consider
possible relief from indirect and direct taxes for visitors
and/or the travel industry. Consider anti-trust matters
related to coordinated domestic programs of the tourist and
travel industries (common special rates for foreign tourists
in hotels and restaurants, pooling of language and other
special service resources, etc.).

COMMITTEE TEN -- Chairman, Frank Hildenbrand, Texas
Tourist Development Agency

Explore new ways for state and local governments to assist
through tax incentives, promotional programs, facilities
development, host activities, and other measures. Seek ways of
increasing cooperation with federal and/or travel industry
promotion and other programs -- including possibilities of the
government matching private promotional funds.

COMMITTEE ELEVEN ~-- Chairman, John Black,
United States Travel Service

Report on what can be learned from other governments and
governmental entities about methods of improving visitor
earnings. Explore means of reducing barriers imposed by
foreign governments which impede travel to the U.S. {Such 22
currency restrictions, travel restrictions, free entrv
provisions, etc.)j. Consider ways of increasing travel from
Eastern European and developing nations to the U.S.



-5 -

COMMITTEE TWELVE -- Chairman, Stuart Guy Tipton,
Air Transport Association

Draft a new national travel policy in line with the
objectives of the Task Force and leading to intensified travel
within the U.S. by both U.S. citizens and foreign nationals
through: new services and technologies in the travel
industry; new facilities and attractions so designed and
located as to have maximum impact in attracting and serving
foreign visitors; new methods of cooperation between travel
and travel-related industries and the federal government; new
relationships between federal, state, and local government,
and new legislation and/or regulatory and administrative
practices designed to make the U. S. more competitive in
the international tourist market.

o0o



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 12, 1968
FOR A,M. RELEASE

SATURDAY, JANUARY 13, 1968

MELVIN I. WHITE RECEIVES TREASURY AWARD
ON LEAVING POST

Melvin I. White, who is leaving the Treasury today to resume
his teaching post at Brooklyn College, City University of
New York, has been awarded the Department's Exceptional Service
Award by Secretary of the Treasury Henry H. Fowler.

During the past two years Mr. White has been Deputy Assistant
Secretary for Tax Policy to Stanley S. Surrey, Assistant
Secretary of the Treasury for Tax Policy.

Mr. White, a professor of economics, took a leave of absence
from Brooklyn College early in 1966. Prior to his appointment as
Deputy Assistant Secretary, he was a Consultant to the Treasury
on tax matters, a position he will continue to hold.

Secretary Fowler cited Mr. White's work in helping shape the
thinking, within and without the Treasury, on the nature and
structure of tax changes to meet swings in our economy, his work
in the development of the major domestic legislative measures of
1966 and 1967 -- the investment credit legislation and the
surcharge proposal -- and his efforts to develop major research
studies in tax policy, with special emphasis on the use of
>conometric and other analytical techniques.

The award citation said:

"In all ... of his labors in his two years with
the Department, he has displayed a rare ability to
comprehend complex matters and translate them with

remarkable clarity into more easily understood
concepts."

A native of Cincinnati, Ohio, Mr. White, 49, holds a
A degree with high Honors from the University of Cincinnati
nd a Ph.D. in economics from Columbia University where he
as a University Fellow. He is a member of Phi Beta Kappa and
f the honorary forensic society, Tau Kappa Alpha.

-1130
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He served as a staff economist with the Council of
Economic Advisers in 1947-1948 and as an economist on the
staff of the Federal Reserve Board, 1948-1950.

Mr. White, who was a Fulbright Professor in Norway and
France in 1956-1957, also has been a consultant on various
fiscal projects for the City of New York. He also has served
as a research associate with the National Bureau of Economic
Research, New York, and has performed research work for the
Brookings Institution, Washington. He is the author of numerous
articles in various economic journals, and is a member of several
professional organizations in the field of economics.

Mr. White is married to the former Anne Schapiro of
New York, a statistician. They have four children. They made

their home at 5526 Westbard Avenue, Bethesda, Maryland.

A copy of the citation which accompanied the award is
attached.

o0o
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CITATION
Exceptional Service Awarnd

Melvin 1., White

As Deputy Assistant Secrnetany forn Tax Policy, Melvin 1, White has been a
pruinedipal member of the Treasuny Deparntment's fiscal policy team,

He has had a Leading part in shaping the thinking, within and without the
Trneasury, on the naturne and strhucture of tax changes Lo meet swings in our
economy, This Led to an active participation in the majon domestic tax
Legislative measurnes of 1966 and 1967--the investment credit suspension and
restonation and the suncharnge proposal. 1In addition, he also played a key role
in the fowmulation of policy in the imporntant anea of Lax neform, Alongside
these cwurent proghams, he has materially advanced the Department's effornts to
develop majon reseanrch studies in tax policy, with special emvhasis on the use
04§ econometric and othen analytical techniques.

In all of these activities, and the nest of his Labons in his two yeans
with the Department, he has displayed a nane ability to comprehend complex
matterns and trhanslate them with nemarkalle cLarity into morne easily undenstood
concepts. To his wonrk he has brought a keen and scholarly mind, solidly
grounded 4n the fLearnina of pubfic finance, and a full awareness of the concenns
and uses of Government policies., His deep understanding of the nesponsibilities
0§ the Treasury and (s nole in f4is8cal pelicy has served the Department well,
That service fully mernits this Exceptional Senvice Awand,



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 12, 1968
FOR TMMEDIATE RELEASE

FRANK W, SCHIFF TO BECOME NEW
DEPUTY UNDER SECRETARY FOR MONETARY AFFAIRS

Frank W. Schiff, a senior staff economist of the President's
Council of Economic Advisers, will be appointed Deputy Under
Secretary for Monetary Affairs,Treasury Secretary Henry H.

Fowler announced today.

Mr. Schiff will succeed Peter D. Sternlight, who resigned
in November to return to the Federal Reserve Bank of New York
after two vears' service as Deputy Under Secretary.

Mr. Sternlight continued to perform most of the duties of the
Treasury office on a loan basis until December 22.

As Deputy Under Secretary, Mr. Schiff will assist
Frederick L. Deming, Under Secretary for Monetary Affairs,
with domestic and international financial matters, and will
supervise Treasury's Office of Debt Analysis, Financial
Analysis, and Domestic Gold and Silver Operations.

Mr. Schiff is expected to assume his duties at Treasury in
early February. During the interim, the Treasury has arranged
with the Board of Governors of the Federal Reserve System for
Albert R. Koch, Deputy Director of the Federal Reserve's
Division of Research and Statistics, to servé as a
Treasury consultant on monetary affairs.

Mr. Schiff has played an important role since 1964 in
the Council of Economic Advisers' work on domestic and
international financial problems. He has been closely involved
in international discussions on balance of payments adjustment
and international liquidity. As a member of the United States
delegation to Working Party 3, the balance of payments sub-
committee of the Organization for Economic Cooperation and
Development, he was a major contributor to the subcommittee's
report on the balance of payments adjustment process.

F-1131
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From 1951 until the fall of 1964, Mr. Schiff was with
the Research Department of the Federal Reserve Bank of
New York, holding varied positions relating to domestic and
international finance. He was editor for several years of the
Bank's Monthly Review and Annual Report. He also served as a
member of a System-wide committee that undertook a basic
reevaluation of the Federal Reserve's financial research
program. In 1955 and again in 1957, he went to Vietnam as
adviser to the newly created National Bank. He was an Assistant
Vice President of the New York Federal Reserve Bank when he was
granted leave of absence to join the staff of the Council of
Economic Advisers.

Mr, Schiff, 46, is a native of Greifswald, Germany. He
attended high schcol in New Rochelle, New York, and received
an A,B. degree from Columbia University in 1942. After
serving as an executive in private industry and overseas with
the U.S. Army during World War II, he pursued graduate studies
in economics at Columbia. He also served as a member of the
university's economics faculty from 1946 to 1951.

Mr. Schiff is a member of Phi Beta Kappa,the Council on
Foreign Relations, the American Economic Association, and the
American Finance Association. He lives at 1330 New Hampshire
Avenue, N. W., Washington, D, C,

Mr. Koch, who is serving as a Treasury consultant until
Mr. Schiff assumes his new duties, received a B.A. degree
from Oberlin College in 1936 and M.A. and Ph.D. degrees
from Columbia University in 1937 and 1943, respectively.
After employment at the National Bureau of Economic Research,
teaching experience at the Wharton School of Finance, University
of Pennsylvania, and military service in World War II, he
joined the research staff of the Board of Governors of the
Federal Reserve System in 1946, He has been Deputy Director of
the Division of Research and Statistics &ince 1966.
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TREASURY DEPARTMENT
Washington

FOR RELEASE ON DELIVERY

REMARKS OF THE HONORABLE ROBERT A. WALLACE
ASSISTANT SECRETARY OF THE TREASURY
BEFORE A LUNCHEON OF THE SILVER USERS ASSOCIATION
WALDORF-ASTORIA HOTEL, NEW YORK, NEW YORK
FRIDAY, JANUARY 12, 1968, 1:00 P.M.

THE TREASURY SILVER AND COINAGE PICTURE, JANUARY 1968

THE OPPORTUNITY TO DISCUSS THE SILVER AND COINAGE SITUATION WITH THE
SILVER USERS ASSOCIATION IS MOST WELCOME. THIS GROUP HAS A NATURAL STAKE
IN SILVER, NOT SIMPLY BECAUSE YOU 'USE' IT, AS YOUR NAME IMPLIES, BUT BECAUSE
IT IS A VITAL INGREDIENT IN YOUR BUSINESSES. THE REAL SILVER USER IS THE
CONSUMER. DIRECTLY OR INDIRECTLY, THIS IS JUST ABOUT EVERY ONE OF US.

MOREOVER, I THINK IT'S ABOUT TIME I ADDRESSED ONE OF YOUR MEETINGS.
AFTER ALL, I HAVE BEEN CONCERNED WITH COINAGE AND SILVER SINCE 1961. NOT
ONLY THAT, BUT, OBVIOUSLY, ONE OF MY KINSMEN STARTED A VERY IMPORTANT SILVER
USING FIRM -~ WALLACE SILVERSMITHS.

WELL NOW, JUST A MOMENT. I WILL HAVE TO CHECK THAT. 1 MAY HAVE THAT
WALLACE CONFUSED WITH THE ONE IN THE SILVER PRODUCING AREA WHO STARTED THE
TOWN OF WALLACE, IDAHO.

I MUST STRAIGHTEN THIS OQUT. [ HAVE THE SAME PROBLEM REMEMBERING
WHETHER I AM RELATED TO GEORGE WALLACE -- OR HENRY WALLACE.

PERHAPS I AM RELATED TO THEM ALL.

I SHALL KEEP MY REMARKS BRIEF SINCE THIS WOULD BE THE LAST AUDIENCE
TO REQUIRE AN EDUCATION ON THE HISTORY OF SILVER PROBLEMS AND POLICIES.
CONSIDERING YOUR INTEREST IN SILVER, HOWEVER, YOU CERTAINLY HAVE A RIGHT TO
KNOW AS MUCH OF THE FACTS AS POSSIBLE. MOREOVER, WHERE FACTS DRIFT INTO

OPINIONS ON POLICIES, YOU NEED TO KNOW THE CONSIDERATIONS INVOLVED IN REACHING

FINAL DECISIONS.,
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THE JOINT COMMISSION ON THE COINAGE IS, OF COURSE, THE BASIC GROUP FOR
THE CONSIDERATION OF POLICY ALTERNATIVES. IT WAS THE INTENT OF THE CONGRESS
IN CREATING IT WITH THE ENACTMENT OF THE COINAGE ACT OF 1965 THAT THE COMMISSION
SHOULD PLAY A VITAL ROLE IN THE FORMULATION OF ALL IMPORTANT SILVER AND
COINAGE POLICIES. OF COURSE, WE IN THE TREASURY DEPARTMENT CANNOT AVOID
THE FINAL RESPONSIBILITY FOR ALL ACTIONS TAKEN,

THE COMMISSION HAS BEEN AN INVALUABLE ASSET TO THE COUNTRY. OF ITS
24 MEMBERS, 12 ARE LEADING MEMBERS OF CONGRESS WHO ARE CONCERNED WITH
SILVER POLICIES, 8 PUBLIC MEMBERS ARE APPOINTED BY PRESIDENT JOHNSON, AND
4 ARE DRAWN FROM THE EXECUTIVE BRANCH OF THE GOVERNMENT. TREASURY SECRETARY
FOWLER 1S THE CHAIRMAN.

THE COMMISSION HAS MET THREE TIMES. SIGNIFICANT ACTIONS WERE TAKEN
AFTER THE FIRST TWO MEETINGS ON MAY 18 AND JULY 14, 1967. AFTER THE MAY
MEETING, THE TREASURY RESTRICTED SALES OF ITS SILVER AT THE $1.29 AN OUNCE
PRICE TO INDUSTRIAL USERS ONLY. AFTER THE JULY MEETING, THIS CEILING
PRICE WAS DROPPED ALTOGETHER. SINCE THEN ALL SALES HAVE BEEN MADE ON THE
BASIS OF COMPETITIVE BIDS AT THE MARKET. AT THE THIRD MEETING, WHICH TOOK
PLACE ON SEPTEMBER 18, THE COMMISSION REVIEWED DEVELOPMENTS FOLLOWING THEIR
PREVIOUS HISTORIC DECISIONS TO SEE IF ANY FURTHER CHANGES WERE WARRANTED.
NONE WERE RECOMMENDED. THE NEXT MEETING WILL BE MARCH 1, 1968, AT WHICH

TIME ANOTHER REVIEW OF CURRENT POLICIES WILL BE UNDERTAKEN.



-3 -

COINAGE SITUATION

FOR SEVERAL YEARS, THE THREAT OF SEVERE COIN SHORTAGES HAS CONSISTENTLY
LURKED IN THE BACKGROUND OF ALL OUR SILVER POLICIES -- SO MUCH SO THAT ALL OF
THESE POLICIES HAVE BEEN GEARED TO THE PREVENTION OF WHAT COULD BE A GENUINE
CATASTROPHE -- A NATION WITHOUT ENOUGH COINS TO CONDUCT ITS BUSINESS.

OUR MOST DANGEROUS PERIOD IN THIS RESPECT WAS IN EARLY NOVEMBER 1965.

AT THIS TIME, JUST BEFORE THE CHRISTMAS SEASON OF PEAK COIN DEMAND, AND
DESPITE OUR TREMENDOUS LEVEL OF COIN PRODUCTION, OUR FEDERAL RESERVE
INVENTORIES OF QUARTERS HAD ALMOST COMPLETELY DISAPPEARED. WE HAD AVAILABLE
ONLY 15 MILLION OF THESE COINS FOR THE ENTIRE COUNTRY. FORTUNATELY, UNDER
THC AUTHORITY OF THE COINAGE ACT PASSED A FEW MNT"HS BEFORE, WE HAD BEEN
AR{E TO PRODUCE 200 MILLION OF THE NEW CLAD QUARTERS WHICH WE QUICKLY PLACED
IN CIRCULATION, THEREBY AVOIDING WHAT MIGHT HAVE BEEN A REALLY MISERABLE
SITUATION.

EARLY IN 1966, I TOLD A CONGRESSIONAL COMMITTEE THAT AT LEAST IN THE
CASE OF THOSE COINS VITAL TO CIRCULATION -- THE PENNY, NICKEL, DIME, AND
QUARTER -- THERE WOULD BE NO MORE SHORTAGES. NEVERTHELESS, WE STILL FACED THE
TASK OF PRODUCING ENOUGH OF THE NEW CLAD DIMES AND QUARTERS TO OFFSET THE
POSSIBILITY OF A COMPLETE DISAPPEARANCE OF SILVER DIMES AND QUARTERS BEFORE
WE COULD SAFELY STOP TREASURY SALES OF SILVER AT $1.29 AN OUNCE. SHORTLY BEFORE
WE COULD ACCOMPLISH THIS GOAL -- IN MAY OF 1967 -- WE WERE CONFRONTED WITH A
RUN ON OUR SILVER SUPPLIES WHICH MADE IT NECESSARY FOR US TO STOP SALES OF
SILVER AT THIS PRICE EXCEPT TO THOSE WHO WERE IN THE SILVER BUSINESS.

BY MID-JULY OF 1967, WE HAD PRODUCED ENOUGH OF THE CLAD DIMES AND
QUARTERS TO REPLACE ALL THE SILVER COINS OF THESE DENOMINATIONS ESTIMATED TO
BE IN CIRCULATION. THUS, ON JULY 14 THE COMMISSION RECOMMENDED, AND THE

TREASURY ADOPTED, A POLICY CEASING SALES OF SILVER AT $1.29 AN OUNCE.
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FUTURE SALES OF TREASURY SILVER WERE TO BE MADE BY THE GENERAL SERVICES
ADMINISTRATION AT A RATE OF TWO MILLION OUNCES A WEEK.

AS A SAFETY FACTOR, THE FEDERAL RESERVE BANKS NO LONGER JSSUED SILVER
COINS. MIXED SILVER AND CLAD DIMES AND QUARTERS WHICH FLOWED BACK FROM THE
BANKING SYSTEM TO THE FEDERAL RESERVE BANKS WERE HELD IN MINT AND FEDERAL
RESERVE INVENTORIES. THE COINS ISSUED TO REPLACE THEM WERE ALL MADE OF THE
NON-SILVER, CLAD MATERIAL.

NOW, IN EARLY JUANUARY 1968, WE HAVE GONE THROUGH ANOTHER CHRISTMAS
SEASON WITHOUT ANY PROBLEMS. I CAN NOW SAY WITHOUT ANY EQUIVOCATION
WHATSOEVER THAT THERE IS ABSOLUTELY NO DANGER OF A SHORTAGE OF QUARTERS,
DIMES, NICKELS, AND PENNIES IN THE FORESEEABLE FUTURE.

THE 40 PERCENT SILVER HALF-DOLLAR REMAINS IN SHORT SUPPLY, BUT EVEN
THIS COIN HAS ACHIEVED CIRCULATION IN MANY PARTS OF THE COUNTRY.

TREASURY SILVER SUPPLIES

AT THE LAST MEETING OF THE COINAGE COMMISSION ON SEPTEMBER 18, WE MADE
A "BEST ESTIMATE' OF THE AMOUNT OF SILVER WHICH WOULD BE AVAILABLE ON JUNE 30,
1968, BY THAT TIME, WE WILL HAVE ALLOTTED TO THE OFFICE OF EMERGENCY
PLANNING 165 MILLION OUNCES OF SILVER AS A DEFENSE STOCKPILE. MOREOVER, AFTER
THAT DATE, SILVER CERTIFICATES WILL NO LONGER BE REDEEMABLE FOR SILVER., WITH
THE OEP STOCKPILE REQUIREMENT MET AND SILVER CERTIFICATES NO LONGER REDEEMABLE
FOR SILVER, WE CAN KNOW BY JUNE 30 HOW MUCH SILVER WE WILL HAVE AVAILABLE FOR
SALES TO THE MARKET AND FOR FUTURE COINAGE. ALLOWING FOR THE CONTINUED SALE
OF TREASURY SILVER AT A RATE OF TWO MILLION OUNCES A WEEK, PROVIDING FOR THE
STOCKPILE REQUIREMENT, SILVER CERTIFICATE REDEMPTIONS AND COINAGE, OUR ESTIMATE
THEN WAS THAT THE AMOUNT OF SILVER WE WOULD HAVE AVAILABLE ON JUNE 30, 1968,
IN BULLION AND IN COINS, WOULD BE BETWEEN 350 AND 400 MILLION OUNCES.
ADDITIONAL SILVER WOULD BECOME AVAILABLE AFTER THAT DATE AS A RESULT OF

FUTURE INFLOWS OF SILVER COINAGE.
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FOUR MONTHS HAVE ELAPSED SINCE THAT PROJECTION WAS MADE. OUR EXPERIENCE
TO DATE, WHICH TAKES INTO ACCOUNT AN ADDITIONAL FOUR MONTH'S INFLOW OF SILVER
COINS AND FOUR MONTH'S REDEMPTIONS OF SILVER CERTIFICATES, INDICATES THAT THIS
ESTIMATE WAS ACCURATE. AS WE HAD ANTICIPATED, THE TREASURY'S TOTAL HOLDINGS
OF SILVER IN BULLION AND COINS ARE NOW ACTUALLY LARGER THAN THEY WERE LAST
SEPTEMBER, DESPITE THE COPPER STRIKE WHICH AFFECTS THOSE COMPANIES PRODUCING
SILVER AS A BYPRODUCT OF COPPER.

AS OF SEPTEMBER 18, WE HAD IN MINT AND FEDERAL RESERVE INVENTORIES AN
ESTIMATED 125 MILLION OUNCES OF SILVER IN THE FORM OF COINS., SINCE TRAT TIME,
AN ADDITIONAL 85 MILLION OUNCES HAS BEEN TAKEN IN, BRINGING THE TOTAL ESTIMATED
HALDINGS OF SILVER IN COINS UP TO 210 MILLION OUNCES. TO MEET THE SEPTEMBER
ESTIMATE OF SILVER AVAILABLE FROM THIS SOURCE BY JUNE 30, WE NEED TO ADD ONLY
45 MILLION OUNCES. I AM CONFIDENT THAT WE WILL EASILY EXCEED THIS AMOUNT.

WE HAVE NOT YET MELTED ANY OF THESE BECAUSE OF THEIR POSSIBLE USE AS A
STANDBY SOURCE OF COINS IN CASE A NEED HAD DEVELOPED DURING THE 1967
CHRISTMAS SEASON. THIS CONTINGENCY IS NOW PAST. WHILE NOT NEEDED NOW, THE
SILVER IN THESE COINS COULD BE MADE AVAILABLE FOR USEFUL PURPOSEB BENEFICIAL
TO BOTH SILVER USERS AND TAXPAYERS WHENEVER NECESSARY.

SALES OF TREASURY SILVER

WHILE THERE WILL ALWAYS BE DIFFERENCES OF OPINION OVER DETAILS, BOTH
THE SILVER USERS AND TAXPAYERS HAVE ALREADY BENEFITED BY THE GSA SALES OF
STLVER BULLION. SINCE AUGUST &4, GSA HAS SOLD 45 MILLION OUNCES OF SILVER
FOR USE IN THE MANUFACTURE OF SILVER USING PRODUCTS, AND THESE SALES HAVE
RESULTED IN A PROFIT OF $22-1/2 MILLION TO TAXPAYERS.

FOR SOME TIME, IT HAS BEEN THE DESIRE OF THE TREASURY DEPARTMENT TO
"GET OUT OF THE SILVER BUSINESS.' BY THIS WE MEANT THAT WE WANTED TO STOP
CONTROLLING THE PRICE OF SILVER, WHICH HAD BEEN NECESSARY IN RECENT YEARS IN

ORDER TO PROTECT THE COINAGE. THIS FINALLY BECAME POSSIBLE LAST JULY.
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NOW THERE STILL MAY BE SOME UNCERTAINTY AS TO WHY THE TREASURY'S
WEEKLY SILVER OFFERING TO THE MARKET WAS SET AT TWO MILLION OUNCES. THE
RATIONALE 1S SIMPLY THIS: IF YOU EXCLUDE THE UNITED STATES FROM THE FREE
WORLD, THERE IS VIRTUALLY NO SUPPLY-CONSUMPTION DEFICIT OF SILVER. WE
ACCOUNT FOR THE ENTIRE FREE WORLD DEFICIT OF ABOUT 100 MILLION OUNCES A YEAR
RIGHT HERE IN THE UNITED STATES. THIS IS NOT TO SAY THAT ALL THE SILVER
SUPPLIES IN THE WORLD ARE MADE AVAILABLE FOR USE IN MANUFACTURING -- SOME OF
IT MAY BE HELD FOR SPECULATIVE PURPOSES. BUT I THINK FEW WOULD EXPECT THE
TREASURY DEPARTMENT TO MAKE UP FOR WHATEVER SPECULATIVE HOARDING TAKES PLACE.
T3 DO THAT WOULD BE TO CONTINUE CONTROLLING THE WORLD PRICE OF SILVER FROM
WASHINGTON .

THE TWO MILLION OUNCES A WEEK RATE WOULD GENERALLY BE SUFFICIENT TO
REPLACE BOTH THE U. S. AND THE WORLD DEFICIT, HAVING A GENERALLY NEUTRAL
EFFECT ON THE PRICE OF SILVER. SELLING SILVER AT A GREATER RATE SHOULD
THEORETICALLY HAVE A DEPRESSING EFFECT ON THE PRICE, WHILE SELLING IT AT
A LOWER RATE SHOULD HAVE THE EFFECT OF PUSHING UP THE PRICE. SINCE IT WAS THE
DESIRE OF THE COMMISSION THAT SILVER SALES SHOULD HAVE A NEUTRAL EFFECT ON
THE PRICE, THE TWO MILLION OUNCES A WEEK RATE WAS SET. OF COURSE, THIS RATE
CAN BE REVIEWED FROM TIME TO TIME. IT SHOULD BE REMEMBERED, HOWEVER, THAT
THE SILVER SOLD AT THESE SALES IS SUPPLEMENTED BY THE ADDITIONAL SILVER
BEING MADE AVAILABLE FOR USE THROUGH THE REDEMPTION OF SILVER CERTIFICATES.

REDEMPTION OF SILVER CERTIFICATES

DESPITE THE FACT THAT PREMIUMS ARE BEING PAID FOR SILVER CERTIFICATES
BECAUSE THEY CAN BE USED TO OBTAIN SILVER FOR LESS THAN CURRENT MARKET PRICES,
THE RATE OF THESE REDEMPTIONS IS NOT EXCEEDING EXPECTATIONS. THESE REDEMPTIONS

HAVE AVERAGED ABOUT THREE MILLION OUNCES A MONTH SINCE THE BEGINNING OF JUNE.
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AT THIS RATE, WE COULD EXPECT REDEMPTIONS TO BE IN THE NEIGHBORHOOD OF
20 MILLION OUNCES BETWEEN NOW AND JUNE 24, 1968, WHEN SILVER CERTIFICATES
WILL NO LONGER BE EXCHANGEABLE FOR SILVER,

OTHER ISSUES

THERE ARE OTHER ISSUES OF INTEREST TO THIS GROUP WHICH WILL CONTINUE
TO BE A SUBJECT OF DISCUSSION BY THE COINAGE COMMISSION, I WILL NOT GO INTO
DETAIL ON THESE MATTERS.

I THINK, HOWEVER, THAT ONE IMPORTANT CONSIDERATION SHOULD BE BORNE IN MIND,
AND IT IS THIS: AMONG MANY MEMBERS OF CONGRESS, MEMBERS OF THE COINAGE
COMMISSION, AND TREASURY OFFICIALS, THERE IS A DISTINCT LACK OF SYMPATHY
FOR THOSE WHO ENGAGE IN HOARDING AND SPECULATION IN SILVER COINS, THEIR
ACTIVITIES SEVERELY HANDICAPPED OUR ACTIONS TO DEAL WITH PAST COIN SHORTAGES.
THE POSSIBILITY OF EVER PERMITTING THEM TO REAP WINDFALL PROFITS OF MILLIONS
OF DOLLARS AT THE EXPENSE OF TAXPAYERS WILL, TO SAY THE LEAST, NOT BE VERY
POPULAR.,

CONCLUSION

I THINK THE RECORD OF CONGRESS, THE COMMISSION, AND THE TREASURY
INDICATES A FULL AWARENESS OF THE PROBLEMS OF THE SILVER USERS. BUT I THINK
WE WOULD ALL AGREE THAT THE GENERAL INTEREST OF THE NATION IS PARAMOUNT.
UNTIL JULY OF LAST YEAR, YOU WERE THE BENEFICIARY OF THE POLICIES MADE
NECESSARY BY COINAGE CONSIDERATIONS. YET, WHEN THE TIME CAME TO END THESE
POLICIES, THIS GROUP WAS READY TO ACCEPT THE CHANGES, DESPITE THE RESULTING
HIGHER COSTS OF YOUR RAW MATERIALS. FOR THIS OVERALL UNDERSTANDING OF THE
TOTAL PROBLEM, WE IN THE GOVERNMENT ARE MOST GRATEFUL.

THANK YOU VERY MUCH.



TREASURY DEPARTMENT

WASHINGTON, D.C.
January 12, 1968

3 IMMEDIATE RELEASE

ASSISTANT TREASURY SECRETARY TRUE DAVIS
RECEIVES EXCEPTIONAL SERVICE AWARD

Secretary of the Treasury Henry H. Fowler has presented the
ceptional Service Award to Assistant Treasury Secretary
1e Davis.

Mr. Davis, former St. Joseph, Missouri, businessman,.wgs cited
r "extraordinary leadership and diplomacy in his supervision OF the
reau of Customs, the Bureau of Engraving and Printing, and until
s transfer to the Department of Transportation, the United States

ast Guard."

"His outstanding qualifications and public-spirited service
ve contributed significantly to Treasury's enviable reputation
r managerial and executive excellence. His warmth, thoughtfulness
d manifest sincerity earned him the respect of all with whom he has
sociated," Mr. Fowler said.

Mr. Davis, who submitted his resignation for 'compelling
rsonal reasons,'" leaves the Department on January 15. He has
rved as Assistant Secretary since September, 1965. Appointed

President Kennedy, he had served as Ambassador to Switzerland
om October 1963 until his nomination as Assistant Treasury
cretary by President Johnson.

~ In September, 1966, Mr. Davis assumed additional duties as
ited States Director of the Inter-American Development Bank.

Prior to his entry into Federal service, Mr. Davis was
airman of the board, president and/or director of 22
rporations. In 1967, he was presented the Americanism Award
the Veterans of Foreign Wars. Previous recipients of this
ard include Secretary of Defense Robert S. McNamara and
Edgar Hoover, director of the Federal Bureau of Investigation.

1133
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The award was presented January 1l by Secretary Fowler at
a formal dinner given in Mr. Davis' honor at the F Street
Club. Secretary Fowler referred to Mr.Davis' career as an outstang
Government official, diplomat, and leading Midwestern business
executive,

Among those attending were Under Secretary of the
Treasury Joseph W. Barr, Under Secretary for Monetary Affairs,
Frederick L. Deming; Mr. Olavi Munkki, Ambassador of Finland;
Mr. Ricardo M. Arias E., Ambassador of Panama; Mr. Felix Scm@dﬂ’
Ambassador of Switzerland.

Mr. T. Graydon Upton, deputy director of the Inter-American
Development Bank; Mr. Harold F. Linder, president and chairman
of the board of the Export-Import Bank of Washington, D. C.;
Mr. Hobart Taylor, director of the Export Import Bank;

Mr. Myer Feldman, former counsel to the President, and
Admiral Willard J. Smith, Commandant of the U. S. Coast Guard,

Mr. Davis was born in St. Joseph, Missouri, December 23, 1914

Before starting his business career he attended Cornell
University.

He 1s married to the former Virginia Brace Motter of
St. Joseph, Missouri. They have three sons.

o0o



TREASURY DEPARTMENT

WASHINGTON, D.C.

LEASE 6:30 P.M,,
Ty January 1.5’ 1968.

RESULTS OF TREASURY'S WEEKLY BILL OFFERING

he Treasury Department announced that the tenders for two series of Treasury

one series to be an additional issue of the bills dated October 19, 1967, and
her series to be dated January 18, 1968, which were offered on January 10,
wvere opened at the Federal Reserve Banks today Tenders were invited for
),000,000, or thereabouts, of 9l-day bills and for $1, 000,000,000, or thereabouts,

J-day bills The details of the two series are as follows:

OF ACCEPTED 91-day Treasury bills 182-day Treasury bills

[ITIVE BIDS: maturing April 18, 1968 maturing July 18, 1968
Approx. Equiv. Approx. Equiv.

Price Annual Rate Price Annual Rate

ligh 98.723 5.052% 97.360 5.2¢0:%

SO0 98.716 5.080% : 97.348 5.246%

\verage 98.718 5.072% 1/ : 97.352 5.238% 1/

1% of the amount of 91-day bills bid for at the low price was accepted
i1% of the amount of 182-day bills bid for at the low price was accepted

TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

rict Applied For Accepted Applied For Accepted

2on $ 21,382,000 $ 11,433,000 : $ 18,240,000 $  8,140.000
York 2,610,151,000 1,133,881,000 : 1,476,106,000 719,695,000
-adelphia 37,320,000 14,895,000 : 16,334,000 7,534,000
reland 53,623,000 30,098,000 : 59,291,000 36,091, 000
1mond 23,372,000 9,866,000 : 5,289, 000 4,989,000
inta 50,501, 000 19,988,000 : 40,180,000 14,730,000
:ago 275,214,000 100,562,000 : 265,871,000 123,421,000
Louis 63,439,000 46,095,000 : 52,440,000 35,690, 000
reapolis 30, 200, 000 6,804,000 : 29, 406,000 12,646,000
sas City 30,665,000 24,115,000 : 17,089,000 12,437,000
-85 30,452, 000 20,452,000 : 22,319,000 11,119,000
Francisco 326,159,000 83,859,000 : 101, 084, 000 13, 755, 000

TOTALS  $3,552,478,000 $1,502,048,000 &/ $2,103,649,000

$1,000,247,000 b/

‘ludes $249,374,000 noncompetitive tenders accepted at the average price of 98.718
‘ludes $150,270,000 noncompetitive tenders accepted at the average price of 97.352

‘sé rates are on a bank discount basis

2% for the 91-day bills, and 5.47% for the 182-day bills.

F-1134

The equivalent coupon issue yields are



TREASURY DEPARTMENT
Washington

)R RELEASE: UPON DELIVERY

REMARKS OF THE HONORABLE JOSEPH W, BARR
THE UNDER SECRETARY OF THE TREASURY
BEFORE THE
ANNUAL CONVENTION OF THE
AGRICULTURAL NITROGEN INSTITUTE
MARRIOTT MOTOR HOTEL, ATLANTA, GEORGIA
WEDNESDAY, JANUARY 17, 1968, 1:00 P.M., EST,

AGRICULTURAL DEVXLOPMENT AND
THE BALANC: OF PAYMENTS

It gives me great pleasure to be here with you today, and
particularly appreciate the opportunity to speak to the leaders
f one of our most basic American industries.

I am keenly aware of the significance of this industry from
averal standpoints. I have been a farmer myself. Also, during
1e past year or two at the Treasury, I have worked very closely
ith the financial institutions of the Farm Credit Administration
1at have helped develop and expand American agriculture., Finally,
have had occasion to study at first hand the economic situation
£ the "third world" -- the developing nations of Latin American,
31a and Africa -- which so pointedly, and often poignantly,
fmonstrates the crucial role of agriculture in almost every economy.

It may surprise you to hear that a Treasury official does

ive occasion to concern himself with foreign agricultural development.

F-1135
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lowever, the Treasury serves a consultative function in connection
Aith the international financial aspects of all of our country's
‘oreign aid programs. Moreover, we are directly responsible for the
mited States' participation in the multilateral development lending
nstitutions -- the World Bank and its International Development
ssociation, the Inter-American Development Bank, the Asian De-
relopment Bank, and the new African Development Bank.

In my work on these matters and my travels in the developing

:ations, it has been confirmed many times over that the development

'f agriculture is one of the most essential -- if not the most
»ssential -- ingredients in any viable national or regional economic
yrogram,

The contribution that the United States can make to this
)rocess is not limited to the amount of development assistance funds
e provide. At least as important is the technical knowledge and
'roduction know-how we have developed so well in our own country,
ind which is so sorely needed in Asia, Africa and Latin America.
Moreover, I am not speaking solely of our moral and foreign
olicy commitment as a Nation to assist the economic development of
hese regions. For your industry, and for the United States, the

all of economic self-interest supplements the prompting of
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.onscience, for we ourselves can benefit from participation in our
reighbors' efforts to feed their growing populations.

In other words, American companies can and do participate in
-his process through sound business operations:

-- By exporting your products to Africa, Asia and

Latin America,

-- By investing in production facilities in these areas.

The ""third world", in fact, may be your most promising market
.n both respects. During the past decade your industry has grown
it an annual rate of about 10% on a worldwide basis, and it should
:ontinue its rapid expansion. But the growth rate in the less-
leveloped countries has been projected as high as 15%, to meet the
)urgeoning demand in those regions.

I know that many of you are very much mindful of these facts.
‘ne United States exported over $200 million of manufactured
‘ertilizer in 1966; and large investments have been and are being
1ade by many of your firms in the developing nations.

What I perhaps can add to the discussion is a few comments on
he relationship between these developments and the Treasury's

pecial responsibility for the United States balance of payments --

ur national "commercial self-interest.'
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In principle, both your exports and your sound foreign
investments are advantageous to our long-run international finan-
cial posture:

-- Your exports add immediately to our trade surplus, and

also over the long run help develop potential markets for

U.S. exports.

-- Your investments are negative factors in the short run,

to the extent that they involve capital outflows; but usually

they will be positive factors in the long run if they are profit-

able, as most American overseas investments have been.

That is a simple statement of the situation. But particularly
today in the balance of payments area, a simple statement cannot
be adequate. As you know, President Johnson found it necessary on
New Year's Day to announce a series of special measures concerning
the balance of payments.

I know that you recognize that it took extraordinary courage
and determination for the President to take the action he took on
New Year's Day. A President never lightly calls for sacrifice and
restraint on the part of the American people -- in any year much less
an election year. The President's action reflects his determination
to put the welfare and security of the nation and free world above

all smaller considerations, and it is only fitting that the rest of



respond in that same spirit.
Let me therefore review for you briefly the circumstances
it impelled the President to act, and the way in which the program
nas announced affects all of us.
In seventeen nf the past eighteen years, the United States
5 sustained deficits in its balance of payments. In the early
st World War I1 years these deficits were desirable and necessary:
-- to redistribute the world's monetary gold reserves and to
supplement them with dollars, and
-- to provide a favorable environment for economic recovery
in Europe, while, at the same time, permitting many barriers
to the international movement of goods and capital which dated
back as far as the 1930s to be dismantled.
However, by 1961 the desirable consequences of our deficits
re clearly being outweighed by undesirable consequences. There
3 no longer a shortage of dollars; on the contrary, foreign
ficial monetary authorities became reluctant to hold increasingly
cge amounts of their international reserve assets in the form of
llars, and this began to pose a real and unacceptable threat to

= strength of the dollar. As a result, beginning in 1961, the

Lted States Government took action to improve the balance of payments.
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The measures instituted during the early 1960s included both

he public and the private sectors:
-- We began to 'tie" all of our foreign aid programs to
U.S. procurement.
-- We reduced the foreign exchange cost of our other major
government expenditure item, our military deployments, by
a variety of techniques.
-- We reduced private capital outflows through the voluntary
restraint programs administered by the Commerce Department
and the Federal Reserve Board, and we also enacted the Interest
Equalization Tax.
-- We initiated programs to increase our receipts from foreign
investment in the United States and foreign tourism in this
country.
-- Last, but assuredly not least, we improved our basic trade
position through a remarkable record of price stability coupled
with economic growth.
Through 1965, this program made good progress. Our deficit

$ cut by two-thirds -- from $3.9 billion in 1960 to $1.3 billion

1965,
The direct and indirect consequences of the buildup in Southeast

la toward the end of 1965 interrupted our progress toward payments



ilibrium. In 1667, the combined impact of:

-- further increases in our foreign cxchange expenditures

for Vietnam,

-- increaset outflows of capital for private loans and

investments abroad,

-- a substantially increased 'travel deficit', and

-- an improved but still inadequate trade balance,
7t the United States pawyments position in an unsatisfactory state.

addition, thc shock of British devaluation in November of 1967 had
e cffect of sharply increasing our balance-of-payments deficit

ring tne fourt: quarter. We now estimate that the 1967 cdeficit

11 be in excess of $3.5 billion, more than half of it occurring

the fourth quarter,

Sterling devaluation raised an international swell of specu-
ltion, We have turned it back, with the cooperation of our allies,
d at some ecxpense. But the threat to the dollar and the inter-
itional monetary system must be answered in a more fundamental way.
1e shock provided by the British crisis dictated that new and
Cisive measurcs be undertaken immediately to bring the United States
1lance of payments into equilibrium,

The Presicent, in his New Year's message, outlined four

tltical conditions which the new Unit ed States program must meet



‘n solving our problem. Tt must:
-- 'Sustain the growth, strength and prosperity of our own
economy.
-- "Allow us to continue to meet our international respon-
sibilities in defense of freedom, in promoting world trade,
and in encouraging economic growth in the developing countries.
-- 'Engage the cooperation of other free nations, whose stake

n a sound international monetary system is no less compelling

tde

than our own.

-- "Recognize the special obligation of those nations with

balance-of-payments surpluses, to bring their payments into

equilibrium.™

What is the program the President has laid out within these
conditions?

First, to sustain the prosperity of our domestic economy, as
well as protect our international financial and commercial position,
President Johnson called for prompt final action on the program of
fiscal restraint that he proposed last year. The Congress and the
Administration already have put into effect agreed reductions in
government expenditures. The President now has called for enactment

of the other part of the program -- the tax proposals -- as the first

order of business.



Second, the President has set forth a series of specific
casures dealing with each of the major components of our inter-
ational payments position, designed to move us prompt to equili-
yrium,

our balance of payments receipts come principally in these
ratezories:

-- A favorable trade surplus

-- Dividends and other returns on foreign investments

-- Foreign investment in the United States

on the ontflow side, the principal items are:

-- government expenditures for

-- military deployments overseas, in Vietnam and
elsewhere
-- bilateral and multilateral foreign aid

-- Private investment and lending abroad

-- A net deficit for tourism and travel

The President's program calls for action in each of these
categories, and is designed to obtain both immediate and longer-run
improvement in our payments position.

1. On the trade account, one of the most fundamental sources
of long-run strength in our international payments, we have recently
concluded a basic step forward. The Kennedy Round of tariff ne-

gotiations will lead to a substantial reduction in tariff barriers,
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and this will provide the opportunity for a further expansion in
United States exports. We now must seek to reduce the impact of
non-tariff barriers. Of these, perhaps the most significant are the
border taxes imposed by a number of countries. Tax harmonization
within the Common Market, although unobjectionable in itself, can
disadvantage our competitive position in those countries. We have
initiated discussions with our major trading partners and have begun
exploring legislative measures to solve this problem.

2. Our export position also is effected by the availability
of export financing. The President therefore has proposed both
the liberalization of the rediscount arrangements in the Export-
Import Bank, and the creation of a special new facility in the Bank
to finance export sales of a slightly riskier nature. The latter
proposal would particularly encourage sales to some of the developing
nations, and therefore it relates directly to the subject with which
I opened my remarks today.

3. The Foreign Investors Tax Act of 1966 was a major step in
the direction of encouraging foreigners to invest in the United
States economy. Following up on this, the government has engaged in
4 cooperative effort with the private financial community to make
foreign investors aware of the opportunities in this area. These

efforts will be continued and intensified.
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4. On the government account, we have over the past several
years effected substantial balance of payments savings through
virtually complete tieing of our foreign aid, and measures including
reductions in overseas military personnel and in the number of
foreign nationals employed abroad, maximum United States procurement,
military sales to our allies, and a long list of other steps. Non-
theless the President has set a target of $500 million in further
savings in this category. Just last week, in this connection, he
issued instructions to reduce expenditures of our foreign aid pro-
gram by $100 million. We are vigorously pursuing other actions to
achieve the President's goal on the government account.

5. To reduce our "'tourist deficit', the President asked all
Americans to defer nonessential travel outside the Western Hemisphere.
He also has called for prompt consideration of possible legislative
measures to insure the achievement of a $500 million improvement in
this category in the balance of payments.

A call for such a reduction in travel by Americans was issued
reluctantly, and only as a temporary measure. Over the long run,
our objective must be to meet the problem in this area by increasing
foreign travel to the United States. The President already had
appointed a special blue ribbon task force, headed by former

Ambassador Robert McKinney, to recommend positive measures in this
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direction. He now has requested a speedup in the work of the task
force, so that additional programs to increase our tourism receipts
can be implemented at the earliest possible date.

6. Finally, the President determined that it is necesscary
to further tighten the existing voluntary restraints on private in-
vestment and bank lending overseas, and to make the investment con-
trols mandatory to insure evenhanded application of the tightened
limitations. As I have mentioned, although our foreign investments
are a source of balance of payments strength over the long run, they
do involve heavy short-run balance of payments outflows. To bring
our payments immediately into equilibrium, some further moderation
in these outflows is essential.

In taking this last step, the President took special account
of the effects upon the developing nations and upon other countries
that rely heavily on the United States as a source of capital. For
this reason, I believe that your industry, and American companies
in general, can and should continue to give active consideration to
further overseas investment in the less developed countries.

Not only are the overall limitations on such investments rela-
tively liberal, but the program will be administered as flexibly as
possible within the limitations to permit the continuation at about

present levels of investment which are so important to the host nations
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as well as to the United States.

I believe that the President's program is a sound one. It is
designed to deal decisively with the urgent international financial
problem that confronts the United Statés and all of the free world.
It calls for understanding and restraint on the part of the American
people, and for cooperation on the part of other nations. The
response thus far -- both domestically and internationally ~-- has

confirmed my belief that such understanding and cooperation will be

forthcoming. With it, we shall succeed.

000



TREASURY DEPARTMENT

WASHINGTON. D.C.
January 17, 1968

OR IMMEDIATE RELEASE
TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tencers
or two series of Treasury bills to the aggregate amount of
2,500,000,000, or thereabouts, for cash and in exchange for
reasury bills maturing January 25, 1968, in the amount of
2,501,384,000, as follows:

91-day bills (to maturity date) to de issued January 25, 1968,
n the amount of $ 1,500,000,000, or thereabouts, representiny an
dditional amount of bills dated October 26, 1967, and to
ature April 25, 1968, originally issued in the amount of
1,000,763,000, the additional and original bills tc be freely
nterchangeable.

182-day bills, for $1,000,000,000, or thereabouts, to be dated
anuary 25, 1968, and to mature July 25, 1968.

The bills of both serles will be issued on a discount basls under
ompetitive and noncompetitive bidding as herelinafter provided, and at
aturlty theilr face amount will be payable without interest. They
111 be issued in bearer form only, and in denominations of $1,000,

5,000, $10,000, $50,000, $100,000, $500,000 and $1,000,000
maturity value).

Tenders wlll be recelived at Federal Reserve Banks and Branches
p to the closing hour, one-thirty p.m., Eastern Standard
ime, Monday, January 22, 1968. Tenders willl not be
ecelved at the Treasury Department, Washington. Each tender must
e for an even multiple of $1,000, and in the case of competitive
enders the price offered must be expressed on the basis of 100,
ith not more than three decimals, e. g., 99.925. Fractions may not
2 used. It 1s urged that tenders be made on the printed forms and
orwarded in the special envelopes which will be supplied by Federal
eserve Banks or Branches on application therefor,.

Banking institutions generally may submit tenders for account of
istomers provided the names of the customers are set forth in such
2nders, Others than banking institutions will not be permitted to
abmit tenders except for their own account. Tenders will be received
lthout deposit from incorporated banks and trust companles and from
*sponsible and recognized dealers in investment securities. Tenders
rom others must be accompanied by payment of 2 percent of the face
nount of Treasury bills applied for, unless the tenders are

>companied by an express guaranty of payment by an incorporated bank
® trust company.
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Immediately after the closing hour, tenders will be opened at th,
Federal Reserve BRanks and Branches, following which public annmmwf
ment will be made by the Treasury Department of the amount and pri.
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 tnese reservations, noncompetitive tenders for
each issue for $200,000 or less without stated price from any one
bidder will be accepted in full at the average price (in three
decimals) of accepted competitive bids for the respective issues.
Settlement for accepted tenders in accordance with the bids must be
made or completed at the Federal Reserve Bank on January 25, 1968,in
cash or other immediately available funds or in a like face amount
of Treasury bills maturing January 25, 1968. 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 dispositio
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 exc luded
from consideration as capital assets. Accordingly, the owner of
Treasury bills (other than life insurance companies) issued hereunder
need include in his income tax return only the difference between
the price paid for such bills, whether on original issue or on
subsequent purchase, and the amount actually received either upon

sale or redemption at maturity during the taxable year for which the
return is made, as ordinary gain or loss.

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

conditions of their issue. Copies of the circular may be obtained
any Federal Reserve Bank or Branch.

00o



TREASURY DEPARTMENT

WASHINGTON, D.C.

January 18, 1968

FOR A,M. RELEASE
FRIDAY, JANUARY 19, 1968

TREASURY ISSUES DOCUMENTARY REPORT ON U.S. BALANCE OF PAYMENTS
DESCRIBING NEED FOR PRESIDENT'S ACTION PROGRAM

The U. S. Treasury Department today released a documentary
ort on '""Maintaining the Strength of the United States Dollar in a
ong Free World Economy."

The 229-page document describes in detail the background and
sons for the Action Program announced by President Johnson in
New Year's Day message to the nation on the balance of payments.
report also reviews what has been done and what is proposed --
h short and long-term -- to bring the nation's balance of payments
0 equilibrium and keep it there -- an equilibrium described by the
sident as 'a national and international responsibility of the
hest priority."

In a foreword to the report, Treasury Secretary Henry H. Fowler
d that the U.S. program necessarily must involve cooperative actions
and with other nations. "Without such cooperation,''Mr. Fowler
d, "it is not possible to achieve U.S. payments equilibrium in a
mer conducive in the long term to an increased flow of trade and
bital and to viable and sturdy arrangements for the security and
relopment of the free world." Achievement of balance compatible
‘h these objectives, he noted, will call for adjustments by America's
\ding partners and allies as well as by the United States.

‘ The Secretary also said that the acceptance and execution of the
. program will require the understanding, support and participation
the entire Executive Branch of the Government, the Congress and

> American people -- business, labor, financial and farm groups alike.
advocated speeding-up plans for the creation of new reserves --
:cial Drawing Rights in the International Monetary Fund -- "as our

‘’éement toward payments balance curbs the flow of dollars into
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ernational reserves." A plan for such Special Drawing Rights
approved at Rio de Janeiro last September by the IMF's
-member countries.

The Treasury document cited these 'key resources' as ones which
e the U.S. the strength to deal with its underlying long-range
ments problems both constructively and sensibly:

-- A strong economy with a Gross National Product in
excess of $800 billion -- representing 40 to 45
percent of world output;

-- a large stock of foreign assets with powerful earnings
potential. Gross assets abroad -- public and private --
total more than $110 billion. The U.S. net long-term
asset position -- approximately $70 billion -- has
increased every year for 20 years. Private overseas assets
alone now generate annual earnings of about $6 billion;

-- a basic trade surplus which totaled approximately
S4 billion last year on which the U.S. must build;

-- a strong reserve position -- nearly $15 billion, or
about 20 percent of world reserves -- even after losses
of the past few years.

The report pointed out that 'we can build on these elements of
ength and move toward balance of payments equilibrium through
rt-and long-range measures vigorously implemented," and that passage
time "will ameliorate forces that presently exacerbate the balance
payments deficit and hide the fundamental progress achieved."

Ideally, the Treasury Department said, ''the United States would
ve its balance of payments problem through a gradual, long-range
roach in which there was no interference with the free movement of
ds and services, capital or people.'" However, the Treasury said,
e situation that confronts the United States today requires
mpt and major corrective action. Long-term measures alone that
e hold gradually over time are not sufficient."

The Action Program announced by President Johnson on January 1
sists of general and specific measures, including short-range and
g-range actions, designed to reduce sharply the U.S. payments
icit in 1968, and bring it into -- or close to -- equilibrium.



.t measures include:

Mandatory limits on direct investments abroad by U.S.
companies to reduce the payments deficit in 1968 by
$1 billion;

A voluntary program for reducing foreign credits from
U.S. banks and other financial institutions, expected
to bring a net inflow of at least $500 million in
such credits in 1968;

Encouragement of more foreign travel to the U.S.;
deferment of non-essential American travel outside the
Western Hemisphere for the next two years, and
exploring of appropriate legislation, all to reduce
the U.S. travel deficit by $500 million;

. A further reduction of $500 million in the foreign
exchange impact of government programs overseas through
negotiations with our NATO allies to minimize foreign
exchange costs of keeping our troops in Europe by
purchases in the United States of more defense equipment
and investment of exchange receipts in long-term U.S.
securities; reduction of personal spending by U.S.
forces and their dependents; reduction in the number of
American civilians working overseas, and reduction of
Agency for International Development foreign exchange
costs by at least $100 million in 1968;

. Activities to increase the U.S. trade surplus by
encouraging exports,with a goal of a $500 million
increase in exports in 1968. Congress will be asked to
support an intensified five-year program to promote the
sale of U.S. industrial and agricultural products in
foreign markets; $500 million will be earmarked by the
Export-Import Bank to provide better export insurance,
to expand guarantees for export financing, and to
broaden the scope of Government financing of exports;
the Export-Import Bank will encourage banks to help
firms increase their exports, and the Commerce Department
will begin a Joint Export Association program to provide
financial support to American companies joining together
to sell abroad. Discussions have been initiated,
particularly with nations having balance of payments
surpluses, to minimize the handicaps to U.S. trade which
arise from differences in national tax systems.
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The Treasury said the Action Program "will entail sacrifices
his country and it may cause difficulties for some foreign
tries." But in order to assure a fair sharing of these
-ifices, the Treasury said, the program has been widely spread
- all sectors of the U.S. economy. To minimize adverse effects
‘he world economy, the program distinguishes among groups of
tries on the basis of their ability to absorb reductions in
r foreign exchange receipts.

"Restrictive measures are temporary,' the Treasury said.
-~ policy of the United States is to support the unrestricted
rnational flow of goods, services and capital under a stable
rnational monetary system based on fixed values for currencies
ned in terms of gold or the dollar, linked at $35 an ounce.'

An appropriate long-range balance of payments solution for
United States must, the Treasury said, be based on a substantial
growing surplus in trade and services, including earnings from

foreign investments.

"Unfortunately, after a period of unprecedented stability,
prices and costs rose in 1966 and 1967. The rapid expansion
he U.S. economy that is now under way threatens a further rise
rices and costs. This would endanger our economic prosperity
undermine our competitive position in world markets...The most
nt business before Congress is to complete this anti-inflation
ram by enacting a temporary surcharge on income and profits

s,"' the Treasury said.

"Even a strong fiscal policy and a stringent credit policy
ot maintain price stability,"it noted, '"unless business and
T are willing to follow price-wage practices that conform to
needs of our economy...The country cannot afford the loss of
ut resulting from crippling work stoppages in critical
stries. They reduce our exports and increase our imports."

The mandatory controls on direct investment outflows, the
er voluntary guidelines for banks and the request to defer
ssential travel outside the Western Hemisphere ''are all measures which
United States has adopted very reluctantly. The high cost of
¢ measures is in itself a dramatic witness to the priority the
ed States attaches to doing its full share in reducing the
lance in world payments -- and to the recognition that a break-
of the system would have involved far higher costs for the
and even more for the world economy," the report said.
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The reduction of the deficit in the U.S. balance of payments
st be allowed, and even encouraged, by the rest of the world, the
sasury pointed out, adding that "major positive measures' by
ner countries are regquired to bring about payments equilibrium
msistent with the achievement of sound world economic growth
i freer as well as growing international transactions."

Treasury said it is a matter of the highest priority for
ropean governments, particularly the governments of the EEC
untries, to face fully the fact that their balance of payments
sitions must show a large change from excessive surplus to much
re moderate surplus, perhaps even to moderate deficit, for a
ort period.

The document will be placed on sale in the near future by
e Superintendent of Documents, Government Printing Office.
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FOREWORD

As Secretary of the Treasurv and Chairman
of the Cabinet Committee on the Balance of
Payments, I am releasing for public information
a U. S. Treasury Department Report entitled
"MAINTAINING THE STRFNGTH OF THE UNITED STATES
DOLLAR IN A STRONG FRFE WORLD ECONOMY."

This document describes in detail the
background and reasons for the Action Program
announced by President Johnson in his "Message
to the Nation" on the balance of payments of
Januarv 1, 1968. Tt describes what we have done
to date and what we propose to do, both over the
short and long term, to bring our balance of
payments into equilibrium and keep it there--as,
in the words of the President, "a national and
international responsibility of the hicghest
priority."

What we do must be compatible with the
strength and stability of the U.S. economv
because, in the final analysis, that is the
strength of the dollar.

What we do in this American program is
related to our international responsibilities
because without a stronag dollar, a healthy,
stable international monetary system is not
possible.

Moreover, this American program must, as
a counterpart, involve cooperative actions bv
and with other nations. Without that cooper-
ation, it is not possible to achieve U.S. pav-
ments eguilibrium in a manner conducive in the
long term to an increased flow of trade and
capital and to viable and sturdv arrangements
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for the security and develorment of the free
vorld. Achievement of balance compatible with
these objectives will call for adjustments bv
America's tradina partners and allies as well
as bv the United States.

To secure the accentance and execution of
this program will reaquire the understanding,
support and participation of the entire Fxecu-
tive Branch, the Conaress and the American
people--business, labor, financial and farm
groups alike--and also the governments and
peoples of other nations with whom this countrv
is cooperating in mvriad trading, financial,
securitv and developmental relationships.

As our movement toward pavments balance
curks the flow of dollars into international
reserves, the member countries of the Inter-
national Monetary Fund, includina the United
States, should speed up plans for the creation
of new reserves--Special Drawino Riaghts in the
Fund--pursuant to the plan approved at Rio de Janeiro
in September 1967.

It is the purpose of this Report to give
some measure of vital understanding of the
Action Program and its importance at this point
of time to the people of the United States and
peoples everywhere. Given understanding, support

of and participation in its achievement are sure
to follow.

Henry H. Fowler
Secretarv of the Treasurv
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BALANCE OF PAYMENTS

Statement by the President Outlining a Program of Action.

January 1, 1968

WHERE WE STAND TODAY
I want to discuss with the American people a
subject of vital concern to the economic health and

well-being of this nation and the free world.

It is our international balance of payments

position.

The strength of our dollar depends on the strength

of that position.

The soundness of the free world monetary system,
which rests largely on the dollar, also depends on the

strength of that position.

To the average citizen, the balance of payments,
and the strength of the dollar and of the international
monetary system, are meaningless phrases. They seem to
have little relevance to our daily lives. Yet their
consequences touch us all -- consumer and captain of

industry, worker, farmer, and financier,

More than ever before, the economy of each nation
is today deeply intertwined with that of every other.
vast network of world trade and financial transactions
ties us all together. The prosperity of every economy

rests on that of every other.



-iv-

More than ever before, this is one world -- in
economic affairs as in every other way.

Your job, the prosperity of your farm or business,
depends directly or indirectly on what happens in Europe,
Asia, Latin America, or Africa.

The health of the international economic system
rests on a sound international money in the same way
as the health of our domestic economy rests on a sound
domestic money. Today, our domestic money -- the U.S.
dollar -- is also the money most used in international
transactions. That money can be sound at home -- as it
surely 1s -- yet can be in trouble abroad -- as it now
threatens to become.

In the final analysis its strength abroad depends
on our earning abroad about as many dollars as we send
abroad.

U.S. dollars flow from these shores for many

reasons -- to pay for imports and travel, to finance
loans and investments, and to maintain our lines of

defense around the world.

When that outflow is greater than our earnings and

credits from foreign nations, a deficit results in our

international accounts.



For 17 of the last 18 years we have had such
deficits. For a time those deficits were needed to
help the world recover from the ravages of World War II.
They could be tolerated by the United States and wel-
comed by the rest of the world. They distributed more
equitably the world's monetary gold reserves and sup-
plemented them with dollars.

Once recovery was assured, however, large deficits
were no longer needed and indeed began to threaten the
strength of the dollar. Since 1961 your Government has
worked to reduce that deficit.

By the middle of the decade, we could see signs of
success. Our annual deficit had been reduced two-thirds --
from $3.9 billion in 1960 to $1.3 billion in 1965.

In 1966, because of our increased responsibility to

arm and supply our men in Southeast Asia, progress was

interrupted, with the deficit remaining at the same level

as 1965 -- about $1.3 billion.

In 1967, progress was reversed for a number of reasons:

-- Our costs for Vietnam increased further.

-- Private loans and investments abroad increased.

-- OQur trade surplus, although larger than 1966, did
not rise as much as we had expected.

-- Americans spent more on travel abroad.



Added to these factors was the uncertainty and
unrest surrounding the devaluation of the British pound.
This event strained the international monetary system.
It sharply increased our balance of payments deficit and

our gold sales in the last quarter of 1967.

THE PROBLEM

Preliminary reports indicated that these conditions
may result in a 1967 balance of payments deficit in the
area of $3.5 to $4 billion -- the highest since 1960.
Although some factors affecting our deficit will be more
favorable in 1968, my advisors and I are convinced that
we must act to bring about a decisive improvement.

We cannot tolerate a deficit that could threaten the
stability of the international monetary system -- of which
the U.S. dollar is the bulwark.

We cannot tolerate a deficit that could endanger the
strength of the entire free world economy, and thereby

threaten our unprecedented prosperity at home.

A TIME FOR ACTION
The time has now come for decisive action designed to
bring our balance of payments to -- or close to -- equili-
brium in the year ahead.
The need for action is a national and international

responsibility of the highest priority.
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I am proposing a program which will meet this
critical need, and at the same time satisfy four
essential conditions:

-- Sustain the growth, strength, and prosperity of

our own economy.

-- Allow us to continue to meet our international
responsibilities in defense of freedom, in
promoting world trade, and in encouraging
economic growth in the developing countries.

-- Engage the cooperation of other free nations,
whose stake in a sound international monetary
system is no less compelling than our own.

-- Recognize the special obligation of those
nations with balance of payments surpluses

to bring their payments into equilibrium.

THE FIRST ORDER OF BUSINESS

The first line of defense of the dollar is the
strength of the American economy.

No business before the returning Congress will be
more urgent than this: To enact the anti-inflation tax
which I have sought for almost a year. Coupled with our
expenditure controls and appropriate monetary policy,
this will help to stem the inflationary pressures which

now threaten our economic prosperity and our trade sur-

plus.
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No challenge before business and labor is more
urgent than this: To exercise the utmost responsibility
in their wage-price decisions, which affect so directly
our competitive position at home and in world markets.

I have directed the Secretaries of Commerce and

Labor, and the Chairman of the Council of Economic

Advisers to work with leaders of business and labor to

make more effective our voluntary program of wage-price

restraint.

I have also instructed the Secretaries of Commerce

and Labor to work with unions and companies to prevent

our exports from being reduced or our imports increased

by crippling work stoppages in the year ahead.

A sure way to instill confidence in our dollar --

both here and abroad -- is through these actions.

THE NEW PROGRAM
But we must go beyond this, and take additional
action to deal with the balance of payments deficit.
Some of the elements in the program I propose will
have a temporary but immediate effect. Others will be

of longer range.

All are necessary to assure confidence in the

American dollar.



TEMPORARY MEASURES

1. Direct Investment

Over the past three years, American business has
cooperated with the government in a voluntary program
to moderate the flow of U.S. dollars into foreign in-
vestments. Business leaders who have participated so
wholeheartedly deserve the appreciation of their country.

But the savings now required in foreign investment
outlays are clearly beyond the reach of any voluntary
program. This is the unanimous view of all my economic
and financial advisers and the Chairman of the Federal
Reserve Board.

To reduce our balance of payments deficit by at

least $1 billion in 1968 from the estimated 1967 level,

I am invoking my authority under the Banking Laws to

establish a mandatory program that will restrain direct

investment abroad.

This program will be effective immediately. It
will insure success and guarantee fairness among American
business firms with overseas investments.
The program will be administered by the Department
of Commerce, and will operate as follows:
-- As in the voluntary program, overall and
individual company targets will be set.
Authorizations to exceed these targets will

be issued only in exceptional circumstances.



-- New direct investment outflows to countries
in continental Western Europe and other
developed nations not heavily dependent on
our capital will be stopped in 1968. Problems
arising from work already in process or com-
mitments under binding contracts will receive
special consideration.
-- New net investments in other developed countries
will be limited to 65% of the 1965-66 average.
-- New net investments in the developing countries
will be limited to 110% of the 1965-66 average.
This program also requires businesses to continue
to bring back foreign earnings to the United States in
line with their own 1964-66 practices.

In addition, I have directed the Secretary of the

Treasury to explore with the Chairmen of the House Ways

and Means Committee and Senate Finance Committee legisla-

tive proposals to induce or encourage the repatriation

of accumulated earnings by U.S.-owned foreign businesses.

2. Lending by Financial Institutions

To reduce the balance of payments deficit by at

least another §$500 million, I have requested and author-

ized the Federal Reserve Board to tighten its program

restraining foreign lending by banks and other financial

institutions.
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Chairman Martin has assured me that this reduction
can be achieved:

-- Without harming the financing of our exports,;

-- Primarily out of credits to developed countries

without jeopardizing the availability of funds
to the rest of the world.

Chairman Martin believes that this objective can
be met through continued cooperation by the financial
community. At the request of the Chairman, however, I
have given the Federal Reserve Board standby authority
to invoke mandatory controls, should such controls be-
come desirable or necessary.

3. Travel Abroad

Our travel deficit this year will exceed $2 billion.
To reduce this deficit by $500 million:

-- 1 am asking the American people to defer for the

next two years all nonessential travel outside

the Western Hemisphere.

-- 1 am asking the Secretary of the Treasury to

explore with the appropriate congressional

committees legislation to help achieve this

objective.
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4, Government Expenditures Overseas

We cannot forego our essential commitments abroad,
on which America's security and survival depend.

Nevertheless, we must take every step to reduce
their impact on our balance of payments without endangering
our security.

Recently, we have reached important agreements
with some of our NATO partners to lessen the balance of
payments cost of deploying American forces on the
Continent -- troops necessarily stationed there for the
common defense of all.

Over the past three years, a stringent program has
saved billions of dollars in foreign exchange.

I am convinced that much more can be done. I be-

lieve we should set as our target avoiding a drain of

another $500 million on our balance of payments.

To this end, I am taking three steps.

First, I have directed the Secretary of State to

initiate prompt negotiations with our NATO allies to

minimize the foreign exchange costs of keeping our troops

in Europe. Our allies can help in a number of ways,

including:

-- The purchase in the U.S. of more of their

defense needs.
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-- Investments in long-term United States
securities.

I have also directed the Secretaries of State,

Treasury and Defense to find similar ways of dealing

with this problem in other parts of the world.

Second, I have instructed the Director of the

Budget to find ways of reducing the number of

American civilians working overseas.

Third, I have instructed the Secretary of Defense

to find ways to reduce further the foreign exchange

impact of personal spending by U.S. forces and their

dependents in Europe.

LONG-TERM MEASURLS

5. Export Increases

American exports provide an important source of
earnings for our businessmen and jobs for our workers.

They are the cornerstone of our balance of payments
position.

Last year we sold abroad $30 billion worth of
American goods.

What we now need is a long-range systematic program
to stimulate the flow of the products of our factories

and farms into overseas markets.
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We must begin now.
Some of the steps require legislation:

I shall ask the Congress to support an intensified

five year, $200 million Commerce Department program

to promote the sale of American goods overseas.

I shall also ask the Congress to earmark $500

million of the Export-Import Bank authorization to:

-- Provide better export insurance.

-- Expand guarantees for export financing.

-- Broaden the scope of Government financing

of our exports.

Other measures require no legislation.

I have today directed the Secretary of Commerce
to begin a Joint Export Association program. Through
these Associations, we will provide direct financial
support to American corporations joining together
to sell abroad.

And finally, the Export-Import Bank -- through
a more liberal rediscount system -- will encourage

banks across the Nation to help firms increase their

exports.

6. Nontariff Darriers

In the Kennedy Round, we climaxed three decades

of intensive effort to achieve the greatest reduction
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in tariff barriers in all the history of trade negotia-
tions. Trade liberalization remains the basic policy
of the United States.

We must now look beyond the great success of the
Kennedy Round to the problems of nontariff barriers
that pose a continued threat to the growth of world
trade and to our competitive position.

American commerce is at a disadvantage because
of the tax systems of some of our trading partners.
Some nations give across-the-board tax rebates on
exports which leave their ports and impose special
border tax charges on our goods entering their country.

International rules govern these special taxes
under the General Agreement on Tariffs and Trade.
These rules must be adjusted to expand international
trade further.

In keeping with the principles of cooperation
and consultation on common problems, I have initiated
discussions at a high level with our friends abroad
on these critical matters -- particularly those
nations with balance of payments surpluses.

These discussions will examine proposals for

prompt cooperative action among all parties to minimize



- XVi -

the disadvantages to our trade which arise from
differences among national tax systems.

We are also preparing legislative measures in
this area whose scope and nature will depend upon
the outcome of these consultations.

Through these means we are determined to achieve

a substantial improvement in our trade surplus over

the coming years. In the year immediately ahead,

we expect to realize an improvement of $500 million.

7. Foreign Investment and Travel in the

United States

We can encourage the flow of foreign funds to

our shores in two other ways:

-- First, by an intensified program to attract

greater foreign investment in U. S. corporate

securities, carrying out the principles of

the Foreign Investors Tax Act of 1966.

-- Second, by a program to attract more visitors

to this land. A Special Task Force headed

by Robert McKinney of Santa Fe, N. Mex.,

is already at work on measures to accomplish

this. I have directed the task force to

report within 45 days on the immediate

measures that can be taken, and to make its

long-term recommendations within 90 days.
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MEETING THE WORLD'S RESERVE NEEDS

Our movement toward balance will curb the flow
of dollars into international reserves. It will
therefore be vital to speed up plans for the creation
of new reserves -- the Special Drawing Rights -- in
the International Monetary Fund. These new reserves
will be a welcome companion to gold and dollars, and
will strengthen the gold exchange standard. The
dollar will remain convertible into gold at $35 an

ounce, and our full gold stock will back that commitment.
A TIME FOR RESPONSIBILITY

The program I have outlined is a program of action.

It is a program which will preserve confidence
in the dollar, both at home and abroad.

The U. S. dollar has wrought the greatest
economic miracles of modern times.

It stimulated the resurgence of a war-ruined
Europe.

It has helped to bring new strength and life to
the developing world.

It has underwritten unprecedented prosperity
for the American people, who are now in the 83d month

of sustained economic growth.
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A strong dollar protects and preserves the prosperity
of businessman and banker, worker and farmer -- here

and overseas.

The action program I have outlined in this message
will keep the dollar strong. It will fulfill our
responsibilities to the American people and to the
frece world.

I appeal to all of our citizens to join me in this

very necessary and laudable effort to preserve our

country's financial strength.

# F # & #



SUMMARY AND CONCLUSIONS

The United States must, can and will correct
its balance of payments problem. The action program
announced by President Johnson on January lst is a
national and international responsibility of the
highest priority. Our task now is to assure the
success of that program.

This paper explains the importance of correcting
our balance of payments problem and explains why a
new program to achieve it has become necessary. Be-
yond that, it describes the kinds of adjustments that
must now occur--in the United States and in other
countries--if the new program is both to restore
balance of payments equilibrium and to promote con-
tinued prosperity and economic growth in the United
States and throughout the Free World.

The world faces the need to restore equilibrium
in international transactions. The United States
must cut its payments deficit now; it cannot allow
its official reserve assets to run down without
limit. Moreover, the smooth functioning of the
present international monetary system, under which
unparalleled prosperity and growth have been attained,
requires that large and persistent surpluses and
deficits be eliminated, and in particular that con-
fidence in the main reserve currency--the U.S. dollar--
be maintained.

The United States has acted decisively. It is
in the interest of countries which have enjoyed
balance of payments surpluses, as well as of the
rest of the world, that they too act to facilitate
the needed adjustments and hasten the day when un-
desirable restrictions can be removed. They must
accept reductions in their surpluses. This involves
policies leading to higher domestic levels of
activity within the framework of stable prices.

It requires receptivity to imports from developed
and less-developed countries, acceptance of an
appropriate share of the burdens of mutual defense
and of economic development assistance, and greater
encouragement of capital outflow.



A large part of the required adjustment can
be achieved over the longer term without disturbance
to the patterns of economic activity by which men
earn their living. The United States must be able
to finance its share of world trade and investment
and defense without jeopardizina its international
liguidity position and hence the very structure of
the international monetary system. Europe must now
arrange to play a larger role in the financing of
all these activities and devote less of its financial
resources to the accumulation of gold and foreign
exchange reserves.

The Balance of Payments Problem

It is understandable that even today many of
our citizens are not fully aware of the urgent
necessity of restoring a balance in our international
payments. The U. S. economy is strong and pros-
perous. Foreign transactions of the United States,
while very large in terms of the international economy,
are small relative to our total production, consump-
tion and investment--relatively smaller than for almost
any other country. Why should the United States or
the world be disturbed about a balance of payments
deficit that is only a fraction of one percent of
our output of goods and services?

Despite the magnitude of our domestic economy,
the foreign transactions of the United States are
important to our economic well-being and indispens-

able to the free world. Imports of foodstuffs, raw
materials and finished goods are essential for our
production and our high standard of living. The

overseas expenditures of the U. S. Government for
foreign aid and defense are vital to our objectives
of world peace and security. U.S. private foreign
investment is profitable to our banking and business
institutions and important for economic growth and
development in many other countries. And travel
enhances international understanding.

The cost of imports, travel abroad, security
and aid expenditures overseas, and foreign invest-
ment must be paid for by exports of goods and
services, the earnings of our foreign loans and
investments, travel and investment by foreigners

in the United States and other foreign exchange
receipts.



In 1966 our total international payments,
in so far as they can be measured, amounted to
$49 billion while our foreign receipts were
nearly $48 billion. The resulting deficit in
our balance of payments amounted to $1.36 billion.
This incrcased to about $3.5 to $4 billion last
ycar.

When our total foreign payments are more
than our foreign reccipts, some or all of the
excess dollars received by foreigners are sold
to their central banks, which can use them 1in
a variety of ways--including holding them as
reserves or buying gold from the United States.
The rcsult tends to be a deterioration in the
liquidity position of the United States, as thc
ratio of its reserve assets (e.g., gold) declines
relative to its liquid liabilities (e.g., dollars
held by foreigners).

The United States is the major international
banking center holding large aeposits both for
monetary authorities and for private banks, cor-
porations and individuals. The dollar functions
as the principal international currency. Its
liquidity position must remain strong, like that
of any bank, to retain the confidence of 1its
depositors.

The U. S. deficit was welcome when it first
developed in the early postwar years. Then, as
now, the deficit consisted of capital outflows--
both public and private--that exceeded the U. S.
surplus on goods and services. It supplied reserves
to foreign countries~--principally European--which
had drawn them down to finance the war ana postwar
reconstruction. More basically, the U. S. capital
flow to Europe contributed to the European
economic miracle and the smooth transition to
European economic unity.

In the late 1950's, however, U. S. deficits
began to become a source for concern. Not only
did the size of the deficits rise, but they were
financed more by sales of gold and less by foreign
accumulation of dollars than in prior years. Al-
though some foreign central banks had what they
considered to be adequate supplies of dollars in
their reserves, many countries had small reserves



anda were still eager to add to their dollar
reserves. There was still no high urgency about
restoring balance to our international accounts,
Nevertheless, President Eisenhower instructed

the Department of Defense and other Government
agencies to cconomize on their foreign exchange
expendaitures. With three years of large deficits
culminating in a speculative outbreak in the London
gold market in October 1960, new measures were
called for. President Kennedy proposed measures to
increase exports and other receipts, intensified
efforts to cut government balance of payments costs,
and later introduced the Interest Equalization Tax
to hold down U. S. purchases of foreign securities.
A sharp rise in U. S. capital outflows in 1964
made 1t necessary for President Johnson to intro-
duce a voluntary program for holding down direct
investment and bank loans abroaa.

The rationale behind these measures was as follows:

-- First, while the rising outflow of U. S.
capvital was moderatca, U. S. international
balance would be restored by the growth of
the U. S. surplus on non-capital trans-
actions.

-- Second, modestly restraining the 1ncrease
in U. S. foreign investments, particularly
thosc in Western Europe, would have only a
small effect on world economic growth in
sharp contrast to other alternatives and
would yield satisfactory balance of pay-
ments results over time.

~ From 1958-60 to 1965, we made good progress in
reaucing our payments deficit because of the growth
of our cxports of goods and scrvices relative to our
imports, because of the rise in earnings from our
foreign investments, and because of the reduction
in capital outflow in 1965,

~ In 1965 and 1966, we reduced our liquidity
deficit by almost two-thirds from the average deficits
of 195f-60 and one-half from the average of 1961-64.
As this period progressed, however, the accelerated
expansion of the U. S. economv and the war in
Vietnam placeda renewed pressure on the balance of
payments. The boom resulted in an extraordinary
increase in imports. The costs of our forces in
Vietran addaa substantially to our foreign payments.



Thus, while the voluntary program reduced the

capital outflow considerably from the peak of 1964,
the payments deficit persisted. There was retro-
gression in the first three quarters of 1967 because
the foreign exchange costs of Vietnam rose further,
private capital outflow increased, net tourist
expenditures rose, and the European economic slowdown
reduced European 1imports--and our exports.

The devaluation of sterling in November 1967
brought the balance of payments problem to an acute
stage. Against the background of a persistent deficit
in the U. S. balance of payments, the British move
resulted in a weakening of confidence in currencies
and was accompanied by a burst of speculative
buying of gold and a resulting large loss of U. S.
gold reserves in November and December. This was
a threat not only to the dollar but also to the inter-
national monetary system as a whole.

While the speculation was repulsed with the
cooperation of most of the members of the gold pool,
it underlined the urgency of placing the dollar once
more in an impregnable position. The time had come
when it was necessary and desirable to take new and
decisive measures to move the U. S. payments posi-
tion strongly toward balance.

What was the best way to achieve this?
Depressing the American economy is as unacceptable
to most other nations of the world as it is to the
United States. The United States occupies a unique
role in the world economy. It is by far the largest
exporting and importing country. It is the principal
source of international capital. It is the largest
donor of aid. Military forces stationed abroad are
indispensable to the security of many countries--
including the United States. For all these reasons
the entire world is affected by the U. S. economy
and the U. S. balance of payments. The volume of
international trade, the prices of basic commodities,
the cost of money and even the level of production
and employment abro:ad respond to the U. S. economy.
The United States must seek a solution to the payments
imbalance through the expansion of the world economy
rather than the contraction of its own, and conse-
quently the world, economy.



The action program announced by President Johnsop
on January 1 avoids deflation, while underlining the
urgent need for prompt enactment of an anti-inflationary
tax increase, along with proper control of public )
expenditures, appropriate monetary policy, responsible
wage and price decisions on the part of business and
labor, and other measures to 1ncrease our export
surplus.

Because the need to cut the U. S. payments
deficit is urgent, the program also includes new
and stringent temporary restraints on outflows of
U. S. private capital and on foreign travel by
Americans. Indeed, it is upon these uncongenial
measures that we must rely for the largest immediate
effects. These measures have been adopted reluc-
tantly as an emergency matter. How soon they can
be relaxed will depend greatly upon our own efforts
to increase our trade surplus, reduce or neutralize
government expenditures abroad, and encourage
foreign travel and investment in the United States.
It will depend upon the policy responses of other
countries, especially of those countries in con-
tinental Western Europe that have experienced
chronic payments surpluses in recent years.

International Monetary System

It is the relationship of the U.S. dollar
and the U. S. payments position to the international
monetary system that makes this program both a national
and international responsibility. The present inter-
national monetary system has evolved substantially
since the gold standard was in force for all of the
large trading countries. During this long period of
evolution, the very nature of the system has changed
to conform to the needs of the world economy. The
International Monetary Fund, established at Bretton
Woods, embodies in its Articles of Agreement the
main principles on which the international monetary
system is now based. Essentially, it is a system
in which the par value of each currency is expressed
in terms of gold. The foreign exchange rates for
currencies must be kept within 1 per cent of the parity.
In most countries other than the United States, the
central bank supports the currency, when the balance
of payments is in deficit, by selling dollars in the



foreign exchange market; when in surplus, the
central bank purchases dollars against its own
currency in the exchange market. The United States
is the only country that freely buys and sells gold
as the method of meeting its obligation to main-
tain the international value of its currency.

Countries in deficit can receive medium-term
credit from the International Monetary Fund while
restoring their balance of payments without resort
to measures destructive of national or international
prosperity.

Such an international monetary system requires
adequate monetary reserves to enable countries to
meet payments deficits while they take measures to
adjust their balance of payments. The monetary
reserves of the world consist mainly of gold, U. S.
dollars, and other currencies. As world trade and
payments grow, the need for additional monetary
reserves also grows. Since 1950, less than half of
the increase in monetary reserves has been in the
form of gold. More than half of the increase has
been in the form of U. S. dollars acquired by the
central banks of other countries. Without the
growth of dollar reserves, the growth of world trade
and payments would have been severely restricted and
the world economy might have been subjected to
serious deflationary pressures and instability.

In actual fact, the international monetary
system has worked well. This is evident from the
enormous expansion of world trade from $55 billion
in 1950 to about $200 billion in 1967. The
expansion of trade and payments and the stability
of the international monetary system have been
buttressed not only by growth of reserves but also
by enlargement of international credit facilities.
The resources of the International Monetary Fund
were increased in two steps from over $9 billion in
1958 to $21 billion at present. The International
Monetary Fund entered into an agreement with a num-
ber of industrial countries (the Group of Ten) under
which they undertook to lend up to $6 billion to



the Fund if this should prove to be necessary. A
network of reciprocal currency agreements was
established by the central banks of the large financial
centers for swaps of each other's currency; the United
States has such swap arrangements totaling $7.1 billion
with 14 central banks and the Bank for International
Settlements. In order to help maintain confidence in
the equivalence of gold and currencies at stable
values, a number of countries formed a gold pool to
maintain the orderly character of the London gold
market.

These various measures helped the international
monetary system to function effectively. Even so,
it became evident that a more basic reform was
necessary. The world can no longer depend entirely
upon increases in gold and dollars to provide an
assured and satisfactory growth of monetary reserves.
The amount of newly-mined gold available will not
provide for an adquate increase in world reserves.
And it is not desirable from the point of view of the
United States or the rest of the world that the
growth of U. S. liabilities in the form of dollar
reserves abroad should continue as in the past. A
steady increase in U. S. liabilities, while its
reserves decline, exposes the international mone-
tary system to the threat of instability.

In 1965, at the initiative of the United States,
the Group of Ten and the International Monetary Fund
began to develop methods for creating a new reserve
asset to supplement gold and dollars. These dis-
cussions have led to an agreement for the creation of
Special Drawing Rights at regular intervals and in an
amount necessary to assure an adequate growth of
monetary reserves. This new supplement to existing
reserve assets will be issued by the International
Monetary Fund. All 107 members of that institution
will be eligible to participate. At the annual
meeting of the International Monetary Fund in
Rio de Janeiro in September 1967, the Governors of
the Fund unanimously approved a resolution providing
for legal drafting of this proposal as an amendment
to the Fund's Articles of Agreement. It is hoped and
expected that the necessary legal steps will be
completed late this year or early in 1969 and that
the plan will then be put into operation promptly.



The Rio resolution for the creation of Special ‘
Drawing Rights (SDR) represents a landmark in the evolution
of an international monetary system responsive to the
needs of the modern world. When this system is in
operation, the growth of monetary reserves can be
adequate without depending either ~n the uncertainties
of gold mining and gold hoarding cr on persistent
deficit in the U. S. balance of payments.

The early availability of SDR removes one of the
concerns as to the impact of the U.S. balance of payments
program--namelv, a slowing of reserve agrowth and a
consequent adverse effect on world trade and income.
Early activation of the SDR plan can maintain an adequate
growth of world reserves together with restoration of
U.S. balance of payments equilibrium.

Strategy for Payments Improvement

The key resources which give the U.S. the strength
to deal with its underlying long-range payments problem
constructively and sensibly are:

-- a strong economy with a Gross National Product
in excess of $800 billion, representing 40-45%
of world output;

-- a large stock of foreign assets with powerful
earnings potential. Gross assets abroad --
public and private -- total more than $110
billion. Our net long-term asset position --
approximatelv $70 billion -- has increased
every yvear for 20 years. Private overseas
assets alone now generate annual earnings of
about $6 billion.

-- a basic trade surplus, on which we must build;

-= a strong reserve position (nearly $15 billion,
or about 20% of world reserves), even after
losses of the past few vears.

We can build on these elements of strength and move
toward balance of payments equilibrium through short-
and long-range measures vigorously implemented. Further-
more, the passage of time will ameliorate forces that
presently exacerbate the balance of payments deficit
and hide the fundamental progress achieved.




Ideally, the United States would solve its balance
of payments problem through a gradual, long-range approach
in which there was no interference with the free movement
of goods and services, capital or people. Over the long
run, the United States is, in fact, dedicated to just such
an approach.

However, the situation that confronts the United.
States today requires prompt and major corrective action.
Long-term measures alone that take hold gradually over
time are not sufficient.

The President's Action Program

President Johnson's program is designed to bring
about a sharp reduction in the United States payments
deficit in the vear ahead, bringing it into--or close to--
equilibrium. The program consists of general and specific
measures, short- and long-range actions.

As indicated in the President's message on January 1,
1968,

"The first line of defense of the dollar is the
strength of the American economy.

"No business before the returning Congress will
be more urgent than this: To enact the anti-
inflation tax which I have sought for almost a
year. Coupled with our expenditure controls and
appropriate monetary policy, this will help to
stem the inflationary pressures which now threaten
our economic prosperity and our trade surplus.

"No challenge before business and labor is more
urgent than this: To exercise the utmost respon-
sibility in their wage-price decisions, which
affect so directly our competitive position at
home and in world markets.

"I have directed the Secretaries of Commerce and
Labor, and the Chairman of the Council of Economic
Advisers to work with leaders of business and labor
to make more effective our voluntary program of
wage-price restraint.

"I have also instructed the Secretaries of Commerce
and Labor to work with unions and companies to pre-
vent our exports from being reduced or our imports

increased by crippling work stoppages in the year
ahead.
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"A sure way to instill confidence in our dgllar"-—
both here and abroad -- is through these =2ctions.

In addition, the Action Program contains these
direct measures:

1. Direct investment. PRv Fiecutive 7rdcr and
requlations issued under the PRankina Law, & mandatorv
limit has been placed on direct investment by U.S. com-
panies in fcreign affiliates. The progran, tcgether
with its accompanying provisions on the repatriation of
foreian earnings, is expected to rrduce the pavments
deficit by $1 billion in 1968,

In the highly-developed countries, principally in
continental Western Europe, a moratorium is imposed on
any new capital outflow from the United States, and a
restraint is placed in the reinvestment of earnings from
direct investment.

In a group of countries in which a high level of
capital inflow is essential for economic growth and
financial stability, and where adequate funds cannot
be secured from other sources, U. S. companies may make
new capital transfers for direct investment which together
with reinvested earnings do not exceed 65 percent of the
average of their capital outflow plus reinvested earnings
in 1965 and 1966. The countries in the group subject Lo
this limitation include, among others, Canada, Japan,
Australia, w~ew Zealand, the United kingdom and the oil-
producing countries.

In the less-developed countries, U.S. companies may
make new capital transfers for direct investment which
together with their reinvested earnings in these countries
do not exceed 110 percent of the 1965-66 average.

The funds available for new investment through the
retention of earnings or permitted transfers of new
funds can be supplemented by borrowing abroad. Funds
available from depreciation reserves abroad are also
not counted as part of the new investment. Specific
authorization will be required for any new transactions
not falling within the targets set up for investors. The
order does not apply to direct investment of less than
$100,000 in any year.



In accordance with the regulations, U.S. companies
must repatriate from their share of the earnings of all
their foreign business ventures in the three groups of
countries amounts equal to the areater of (l) the same
percentage of their share of total earnings from these
three groups as they repatriated during 1964-66, or (2)
so much of their share of earnings as may exceed the
limit set for capital transfers to each group. In the
case of the continental European countries where a
moratorium on capital transfers applies, the applicable
rule with respect to (2) above is that earnings in ex-
cess of 35 percent of investment in 1965-66 must be
repatriated. 1In addition, short-term financial assets
held abroad, other than in direct investments, are

required to be reduced to the average level of 1965 and
1966 and held at this level.

2. Banks and other financial institutions. Revised
guidelines have been issued by the Board of Governors
of the Federal Reserve System for reducing foreign credits
from U.S. banks and other financial institutions. The
new guidelines are designed to bring a net inflow of at
least $500 million in 1968. The program is voluntary,
although the President has given the Federal Reserve
Board standby authority to invoke mandatory controls.

The Bank program also requests banks to reduce the
amount of their term loans to developed countries of

continental Western Europe by not renewing such loans
at maturity and by not relending them to others. All
banks are also asked to reduce the amount of outstanding
short-term credits to developed countries of continental
Western Europe by 40 percent of the amount outstanding
at the end of 1967. As these loans are repaid, ceilings

for outstanding foreign credits will be reduced
correspondingly.

Revised guidelines for other financial institutions,
such.as insurance companies, mutual savings banks,
pension funds, etc., request them to reduce their hold-
1ings of foreign assets covered by the program by 5 per-
cent or more in 1968 compared with the amount of such
assets held at the end of 1967. It is expected that these
institutions will reduce to zero their holdings of liquid
funds abroad, or to the minimum working balance required
to conduct foreign business activities, even if this en-

tails a decline in foreign assets by more than 5 percent.
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In both programs, priority will continue to be
given to credits for financing exports and to loans to
the less-developed countries. The major effects of the
revisions are focused on the developed countries of
continental Western Europe.

3. Foreiagn travel. Our travel deficit increased
substantially 1in 1967 to a figure estimated at approxi-
mately $2 billion. The Administration believes that
the best long-range manner to reduce this deficit is to
encourage more foreign travelers to visit the United
States. A special Task Force is at work on measures to
accomplish this. The President has directed the Task
Force to report within 45 days on the immediate measures
that can be taken and to make its long-term recommenda-
tions within 90 days. Their recommendations will be
acted on promptly. Meanwhile, however, more drastic
measures are required on a temporary basis. A reduc-
tion of $500 million in payments for foreign travel is
essential for restoring our balance of payments. The
President has therefore asked the American people to
defer for the next two years all nonessential travel
outside the Western Hemisphere. The Treasury is explor-
ing with Congressional committees appropriate legisla-
tion to help achieve this objective.

4. Government expenditures overseas. The commit-
ments for aid and defense, on which Free World security
depends, necessitate very large expenditures abroad.
These costs have risen sharply because of the Vietnam
war. Over the past three years, a stringent program has
substantially reduced these foreign exchange costs.

The President has, nevertheless, set a target of a
further reduction of $500 million in the foreign ex-
change impact of such programs in 1968.

Negotiations will be initiated promptly with
our allies in Europe and in the Pacific to minimize
the foreign exchange costs of our military spend-
ing abroad. They can help, as they have, by purchas-
ing in the United States more of the equipment for
their defense needs. They can also offset the adverse
effects of our military expenditures on the balance
of payments by investing part of their foreign
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exchange receipts in long-term U. S. securtities.
The Department of Defense has been instructed to
find ways to reduce further the foreign exchange
impact of personal spending by U. S. forces and
their dependents. The President has instructed the
Director of the Budget to find ways to reduce the
number of American civilians working overseas. AID
has been directed to reduce its foreign exchange
costs by at least $100 million in 1968.

5. Export increases. In the long run, the
best way to restore our balance of payments is to
increase our tradé surplus by increasing the rate
of our export growth. The surplus on goods and
services must be the main source of the foreign
exchange earnings needed to finance our private
foreign investment and the overseas expenditures
of the Government. While the expansion of U. S.
exports 1is primarily a long-range program, special
efforts in this direction can contribute as much
as $500 million to the improvement of the balance
of payments in 1968.

The President will ask Congress to support
an intensified five-year program to promote the
sale of our industrial and agricultural products
in foreign markets. The President will also ask
Congress to earmark $500 million of Export-Import
Bank funds to provide better export insurance, to
expand guarantees for export financing, and to
broaden the scope of Government financing of exports.
Through a more liberal discount system, the Export-
Import Bank will encourage banks to help firms in-
crease their exports. The Commerce Department will
begin a Joint Export Association program to pro-
vide financial support to American companies joining
together to sell abroad.

Since 1934, the United States has taken the
lead in cooperative action to expand world trade
through reciprocal reduction of tariffs. The
policy inaugurated by President Roosevelt and Sec-
retary of State Hull has been extended and broadened
in every Administration since then. In the
Kennedy Round, we climaxed three decades of intensive
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effort to achieve the greatest reduction in tariffs
in all the history of trade negotiations. Trade
liberalization remains the basic policy of the
United States.

Nontariff barriers, however, pose a threat to
the continued growth of world trade and to the U.S.
competitive position. We ask no unfair trade advan-
tage. On the other hand, we cannot ignore the dis-
advantage to our trade resulting from the tax systems
of our trading partners. Some countries, those that
make extensive use of indirect taxes compared to
personal and other income taxes, give across-the-
board tax rebates on their exports and impose
special border taxes on their imports. These tax
practices are governed by the rules of the General
Agreement on Tariffs and Trade, which we will seek
through negotiation to adjust and expand international
trade further.

The United States has initiated discussions,
particularly with nations having balance of payments
surpluses, to minimize the handicaps to our trade
which arise from differences in national tax systems.
We arc also preparing legislative measures in this
area whose scope and nature will depend on the out-
come of these consultations.

Long-Range Aspects of the Balance of Payments Program

A drastic reduction in our balance of payments
deficit is necessary to defend the dollar and to
insure against a breakdown of the international
monetary system. The action program will achieve
this. The program will entail sacrifices in this
country and it may cause difficulties for some
foreign countries. 1In order to assure a fair sharing
of these sacrifices, the program has been widely
spread over all sectors of the U.S. economy. 1In
order to minimize adverse effects on the world
economy, the program distinguishes among groups
of countries on the basis of their ability to absorb
reductions in their foreign exchange receipts.

The action program is designed to deal with
an emergency. We do not regard certain aspects
of it as consistent with a long-range solution
to our underlying balance of payments problem.
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Restrictive measures are temporary. The policy

of the United States is to support the unrestricted
international flow of goods, services and capital
under a stable international monetary system based

on fixed values for currencies defined in terms of
gold or the dollar, linked at $35 an ounce. The world
economy can operate most effectively only with a balanced
pattern of international payments, achieved without
restrictions. The international monetary system

can function effectively only if monetary reserves
can grow steadily at an appropriate rate without
depcnding, as in the past, on a large infusion of
dollar reserves derived from a payments deficit of
this country.

When the fighting in Vietnam ends, the foreign
exchange costs of our security efforts in Southeast
Asia--now running at an annual rate of about
$1.5 billion--will drop and will help our balance
of payments position. But it is important to remember
that we had a balance of payments problem before
Vietnam, and the cessation of the fighting will
not in and of itself effect a cure. Much more is
required 1if we are to terminate restrictive measures
and at the same time maintain equilibrium. This
we are determined to do. This is why the Action
Program includes intensified longer-range balance
of payments measures.

An appropriate long-range balance of payments
solution for the United States must be based on a
substantial and growing surplus in trade and services,
including earnings from U.S. foreign investments.

The present trade surplus is too small. It must

be increased substantially through an expansion of
U.S. exports. The Government is taking measures

to encourage exports. U.S. producers will be able

to benefit from these measures only if they strengthen

their position in world markets by maintaining competitive
prices and costs.

.Unfortunately, after a period of unprecedented
stability, U.S. prices and costs rose in 1966 and
1967. The rapid expansion in the U.S. economy that
is now under way threatens a further rise in prices
and costs. This would endanger our economic prosperity
and undermine our competitive position in world
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markets. The President has instituted rigorous controls
on Government expenditures. The Federal Reserve 1is
following a cautious monetary policy. The most urgent
business beforc Congress is to complete this anti-
inflation program by enacting a temporary surcharge

on income and profits taxes.

Even a strong fiscal policy and a stringent
credit policy cannot maintain price stability unless
business and labor are willing to follow price-wage
practices that conform to the needs of our economy.
Furthermore, at a time like this, the country cannot
afford the loss of output resulting from crippling
work stoppages in critical industries. They reduce
our exports and increase our imports. They may have
an enduring effect on our trade position 1if the need
for vital goods is met by imports not because of
lower prices but solely because of greater assurance
of a regqular supply.

Not only our commodity exports, but our exports
of services can be increased. We hope particularly
that foreign tourists will come to the United States
in growing numbers over the longer term.

The United States is eager--and working hard---
to encourage foreign direct investment in this country
and investment in U.S. corporate securities. Foreign
companies whose products are already familiar to
U.S. buyers would find direct investment very profitable.
We have an enormous market, efficient labor, and
easy access to advanced technology. The attractiveness
of U.S. corporate securities has been enhanced by
the Foreign Investors Tax Act of 1966. The benefits
granted by this legislation, as well as other

factors, should result in a moderate but steady
inflow of investment funds from abroad.

The United States recognizes its responsibility
for adjusting its own balance of payments and it
does not intend to shirk this responsibility. At
the same time, it must be recognized that the U.S.
balance of payments is part of a world pattern of
payments. The counterpart of the deficits of some
countries is the surpluses of other countries. Countries
in surplus have a responsiblity for adjusting their
balances of payments and thereby facilitating the
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progress toward international equilibrium that the
U.S. action program makes possible. They can meet
these responsibilities by reducing their barriers
to trade, by increasing their aid to less-developed
countries, by sharing adequately in the cost of common
defense, by encouraging capital outflows, and, by
maintaining a satisfactory pace of domestic economic
expansion. As part of this vital adjustment effort,
we should be able--indeed we must fina ways--to work
constructively with our allies on forms of bilateral
and multilateral financial arrangements designed

to neutralize the foreign exchange consequences of
the locations of our troops and those of our allies.
The arrangements should be long term and provide
financial viability to our alliances.

The growth of reserves of the rest of the world
will be sharply affected by the reduction in the
U.S. deficit. Yet many countries will wish to see
a gradual increase in their reserves as their international
transactions expand. Therefore, it is important
to implement as speedily as possible the plan agreed
in outline last September to create new international
reserves in the form of Special Drawings Rights in
the International Monetary Fund.
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I. The International Monetary System and Adjustment of
Payments Imbalances

The problem of the U.S. balance of payments can be
understood and analyzed only against the background of
an understanding of the present international monetary
system. This paper therefore begins with a description
of the complex institutional framework within which world
trade and payments are carried out. A second chapter
discusses the current problems facing the present system.
Subsequent chapters then proceed to analyze the key ele-
ments of the U.S. balance of payments problem in detail,
the measures previously employed, and the President's
new program.

A. The International Monetary System--Why and How it Works

An international monetary system provides means and
methods of payments in order to facilitate international
trade, capital and other transactions. In a world composed
of various countries, each with its own currency, trade
and capital movements across national borders have not
only to be paid for as they are within any country, but
have to be provided with a mechanism to convert one
currency into another.

The Americam exporter to Italy usually wants to be
paid in dollars--his currency. The Italian importer has
lire. Some mechanism has to be provided to convert the
lire into dollars to pay the American exporter. And if
credit is involved, there needs to be a financing mechanism
that crosses the frontier.

The requirements for handling international payments
smoothly are:

-- The various currencies should be convertible
easily into each other.

-- There needs to be confidence in the stability
of the exchange rates of the major currencies
against each other.

-- The various countries need to have international
reserves of unquestioned value so that if for a
time their outpayments exceed their inpayments

they can finance the difference by using these
reserves.



-- The system works more smoothly if owned
reserves are supplemented by c¢redit facili-
ties to tide nations over periods of imbalance.

In a strict sense, the international monetary system
is not a system at all. It is a series of arrangements,
procedures, customs and institutions which have evolved
over time and which are laced together by a network of
formal and informal agreements. It has been partially
codified as to objectives, principles and procedures by
the Articles of Agreement of the International Monetary
Fund (IMF). It has been aided by international coopera-
tion on the part of the important central banks of the
world--most notably through the so-called '"swap network."
It works partly through correspondent relationships of
the major commercial banks of the world. Money and
capltal markets in the United States and Europe are
important factors in making the system work. In recent
years 1t has been strengthened by a series of consultative
arrangements undertaken under the auspices of the

Organization for Economic Cooperation and Development
(OECD) .

The system rests on five pillars:
-- a dollar convertible into gold at $35 per ounce:

-- other major currencies convertible into dollars
at stated rates of exchange--under IMF rules

they may vary plus or minus 1 percent from parity;

adeguate international reserves and credit facilities
designed to supnort thene relatcionshins;

a general presumption that a country will over
time be in equilibrium in its international

position--that surpluses will be offset by deficits
on the average;

ip seeking to adjust from deficit to surplus, or
vice versa, a country will take into account the
consequences of its actions on the world community.

B. The Role of the Dollar

In prac?ice, all member countries of the IMF which
have convertible currencies operate through their central
banks or monetary authorities to keep their currencies in

an established relationship to the dollar. For example,



the exchange parity of the D-mark is 4 to the dollar,

or $0.25. The IMF intervention limits are $0.2475 and
$0.2525. In practice, the German Federal Bank intervenes
within somewhat narrower limits. When the dollar is strong
against the D-mark, the dollar price of the D-mark falls
toward $0.2475. The Bundesbank supplies dollars from its
reserves to buy up the excess D-marks. When the D-mark is
strong against the dollar, its dollar price rises toward
$0.2525. Then the Bundesbank supplies marks and buys
dollars.

Each monetary authority acts essentially in the
same way--intervening in its own markets to maintain
the price of its currency vis-a-vis the dollar within
the narrow band of plus or minus 1 percent from its parity.

The United States does not have to carry on operations
like this. It fulfills its IMF parity obligations by
freely buying and selling gold for dollars--only with
monetary authorities and for legitimate monetary purposes,
of course--at $35 per ounce.

The point is that virtually every country does its
market interventions by buying or selling dollars. It does
so because the dollar is the major transactions or vehicle
currency and is widely used in the payment and receipt
transactions of tnternational trade and capital flows.

It does so because the dollar is a reserve currency and
most countries hold dollars in their international reserves.

The dollar is both a reserve currency and a vehicle
currency because:

-- it is strong, being backed by a strong economy;

-- 1t can be invested profitably because there exists
a big money and capital market in the U.S.;

-- 1t is known and is acceptable as a store of value--
that is, it holds its purchasing power better
than most other currencies;

-- it is in sufficient supply so that there are
dollars that can be used or borrowed for trans-
actions; and

-- 1t is convertible by monetary authorities into
gold so that they are willing to hold it.
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The U.S. did not deliberately make the dollar a
reserve currency or a transactions currency. The dollar
evolved as such out of its basic strength.

But this strength can be called into question in
two ways:

-- If the supply of dollars in foreign hands becomes
greater than the amount foreign central banks
and private holders want to hold, either because
of their basic needs or for other reasons.

-— If declines in the U.S. gold reserve and conse-
guent unfavorable effects on the relationship
between U.S. gold and U.S. dollar liabilities
raise questions as to the ability of the U.S.
freely to convert outstanding dollars into gold
at $35 per ounce.

It is to prevent such developments that the U.S.
must achieve sustainable equilibrium in its payments
position. Unless it does so, its liabilities to foreigners
increase and its gold reserves decrease, and the monetary
system becomes more vulnerable to a shrinkage in overall
liquidity that can cause serious financial and business
disruption through an international credit squeeze.

Foreign central banks and other official institutions

hold some $16 billion of liquid dollar assets. Private
foreigners hold another 316 billion.

The official holdings are reserves for the rest of the
world and constitute nearly 30 percent of such reserves.
But so long as they are not withdrawn in the form of gold,
they have not reduced our reserves. Thus, our balance of
payments deficit, unlike those of a nonreserve currency
country, has been only partially reflected in a decline of
gold reserves or in our reserve position in the IMF. A
considerable part of our balance of payments deficit has been

covered by an increase in our liabilities rather than by
a reduction in our reserve assets.

While it is not necessary for a commercial bank to
maintain liquid assets to cover all or even a major part
of its liquid liabilities, the U.S. as a reserve center
is a bank in a rather special sense, and needs to maintain
a substantial reserve against its liabilities. It is
important that our reserves be adequate to meet demands
for conversion, and to maintain confidence in the bank on
the part of the official and private dollar holders abroad.



Rising dollar liabilities which constitute reserves
for other countries have permitted the world as a whole
to build up its reserves more rapidly than would otherwise
have been the case. A return of the United States to
equilibrium would cut off this growth of reserves for
these countries. It has become increasingly clear, there-
fore, that some other means of providing for the future
growth in world reserves will be required. To this end,
the members of the International Monetary Fund have now
agreed on a plan for the deliberate creation of reserves
through multilateral action. When this plan is in effect,
the world would no longer be dependent uoon gold and the
deficits of the United States to provide for the expansion
in world reserves which will be needed in the future.

Thus the role of the dollar as a reserve currency
has been intertwined with the problem of our balance of
payments and has also been related to the general problem
of expanding world reserves. Through a multilateral
system of reserve creation, we can relieve the dollar of
its responsibility to provide for a growth in world
reserves, and permit concentration on the balance of
payments problem.

The following sections of this chapter set forth
the elements of the international monetary system.

C. Exchange Rates

One of the distinguishing features of the present
international monetary system is the relative stability
of exchange rates. Under the Articles of Agreement of the
International Monetary Fund--which since their adoption
at Bretton Woods, New Hampshire, in 1944 have embodied
the formal principles and procedures which underly the
present system--countries undertake to maintain exchange
rates for transactions in their currencies within a margin
of one percent of a declared par value. This par value may
be changed, with the approval of the IMF, in the event of
a "fundamental disequilibrium" in a country's balance of
payments. For the most part, however, all the members
of the IMF have shown a strong preference for stable
exchange rates that are changed only infrequently.

In order to maintain their currencies within a
margin of ane percent of the declared par value, the
monetary authorities of almost all countries other than
the United States intervene when necessary in their exchange
markets, buying or selling dollars against their own
currency. There are a few exceptions to this method of
official exchange-market intervention (notably in the
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sterling area), but for the most part the entire patterp
of stable exchange rates is maintained by virtue of the
fact that countries "peg" their exchange rates to the
dollar.

Since most other countries peg their currencies
to the dollar, the United States itself does not need
to intervene in the exchange markets to maintain the
value of the dollar in terms of other currencies. Although
it may at times find it advantageous to do so in order to
assure more orderly markets and more efficient and
economical use of its reserves, the United States basically
maintains its obligations regarding exchange stability in
a very different manner: by freely buying and selling gold
in transactions with monetary authorities (primarily
central banks of other countries) at the price of $35 an
ounce. No country other than the United States freely
buys and sells gold. The whole exchange-rate system is
therefore pegged to gold only through the commitment of

the U.S. monetary authorities to buy and sell gold freely
at the $35 price.

D. Reserves

In order to weather periods of deficit in a system
of stable exchange rates, monetary authorities must hold
reserves of internationally-acceptable liquid assets.

If a central bank had no reserves with which to purchase
its own currency at times when its currency was in
excess market supply, it would have no choice but to ask
the IMF to approve a change in its par value.

Reserves are held primarily in the form of gold and
dollar claims on the United States. Because dollars are
held so widely in countries' reserves, the dollar is the
main "reserve currency" of the international monetary
system. Countries in the sterling and franc areas hold
part of their reserves in sterling or French francs, and
thus--to a much lesser extent--the pound and the franc
also function as reserve currencies. Gold and reserve
currencies are supplemented by reserve credit available
from the International Monetary Fund (see below).

After an initial accrual of dollars resulting from
market intervention, the country can either retain its
reserve gain in the form of dollars or choose to convert
the dollars into another reserve asset, usually gold.
Conversely, a country necessarily experiences a reserve
loss by the act of selling dollars in its exchange market,
thereby reducing its dollar holdings. In order to stand
ready to intervene in the market, central banks have toO



hold at least a working balance in dollars. This working
balance can be replenished as necessary either by selling
other reserve assets (such as dollar securities, time
deposits, or gold) held by the monetary authorities or

by drawing on the IMF or other credit facilities.

Many diverse factors enter into the decisions of
central banks when they determine the proportions of
their reserves to hold in gold, dollars, and other assets.
Some central banks have traditionally held their reserves
primarily in gold except for foreign-exchange working
balances. Others have historically invested almost all

their reserves 1n dollar or sterling assets. There are
many different patterns of behavior in between these
two extremes. Moreover, many countries have changed

their reserve-composition policies over time.

One important motive for holding dollars is that they
can be invested at interest. Gold does not earn any
interest and actually costs something to store safely.

It has already been pointed out that the United States
maintains its exchange stability obligations 1in a unique
manner. It is equally true that the United States must
of necessity have a unigue policy with respect to 1its
reserves. Whereas other countries use their reserves by
buying or selling dollars in their exchange markets, the
United States uses its reserves only to redeem excess
dollars acquired by the monetary authorities of other
countries.

This structural feature of the international monetary
system has another important implication: when the United
States does use its reserve assets to redeem outstanding
dollar liabilities, this redemption--both in amount and
timing--is determined by the reserve-asset preferences
of foreign monetary authorities. The amount and timing
of U.S. use of reserve assets 1is therefore not directly
subject either to U.S. desires or to U.S. official policy
actions. The United States can influence the rate at which
it gains or loses reserves only by influencing the attitudes
and asset preferences of foreign monetary authorities.

One of the major factors influencing foreign official
attitudes, of course, is the prevailing appraisal of the
strength or weakness of the U.S. balance of payments and
reserve positions.

Just as the United States uses reserves in a unique
manner, it must hold its reserves subject to considerations
that are unique. Whereas other countries have a range of
assets from which to choose that includes gold, dollars,



other currencies, and reserve positions in the IMF,

the United States has a much more restricted field of
choice. It must hold assets which are acceptable

to other countries when they call upon the United States
to redeem our outstanding reserve-currency liabilities.
While there is some scope for holding other countries'
currencies in our reserves, it 1is clear that in the

present system the United States must hold most of its
reserves 1in gold.

Given the wide extent to which the dollar is used
as the "intervention currency" and as a reserve currency,
it is clear that the stability of the entire international
monetary system is intimately bound up with the behavior
of U.S. reserves. If a widespread feeling were to develop
that U.S. reserve assets might be inadequate in comparison
with the size of outstanding reserve-currency liabilities,
or especially if U.S. reserve assets threatened to continue
to decline simultaneously with a further large expansion
of U.S. reserve-currency liabilities, dollar assets might
be viewed with increasing distrust by individuals and
governments all around the world. The U.S. Government
fully appreciates the significance of the fact that the
stability of the entire monetary system is interdependent
with U.S. reserve and balance of payments policy. This
fact and the desire to act responsibly in the face of it
have been one of* the primary considerations underlying
U.S. balance of payments policy since the large payments
deficits of 1958-60, accompanied by heavy gold losses,
first underscored the existence of a problem.

E. Operations of the International Monetary Fund

In addition to the gold and reserve currencies which
countries hold in their reserves outright (sometimes
referred to as "unconditional" liquidity since they are
usable without any outside institution or government
placing conditions on their availability), countries have
access to a pool of currencies in the International Monetary
Fund. The amount of resources a country may draw from the
Fund is governed by its gquota, which reflects its economic
size and importance relative to other countries. When
initially paying in its guota subscription, each country
subscribes 25 percent in gold and 75 percent in terms of
its own currency. In return for agreeing that the 75 percent
balance of its own currency may be drawn upon in case of
need to finance other countries' drawings from the currency
pool, countries obtain the right to draw the currencies of

others from the Fund themselves under certain stipulated
conditions.
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The right of a country to draw on its gold sub-
scription ("gold tranche") is essentially beyond chal-
lenge; so also is its right to draw on any credit balance
it acquired as a result of other countries having drawn
its currency. These two amounts together are described
as the country's "reserve position in the Fund;" it 1s
also a form of unconditional liquidity. Most countries,
including the United States, regard their reserve positions
in the Fund as an asset fully liquid and usable in case of
balance of payments need, and accordingly include the Fund
reserve position in their published reserves.

Under circumstances which involve increasingly
stringent analysis and discussion of a country's economic
policies, members of the Fund may draw successive further
amounts from the Fund up to 100 percent of their quotas.
These further borrowings in a country's "credit tranches"
are not comparable to reserves. They are conditional
credit facilities (hence sometimes referred to as
"conditional" liquidity). They carry specific repayment
obligations and interest charges.

The role of the International Monetary Fund in
supplying conditional liquidity to governments for the
purpose of maintaining stability in exchange rates and
the adjustment of payments 1imbalances has expanded greatly
since the inauguration of the Bretton Woods system. The
aggregate quotas of all members of the IMF are now some
$21 billion. The appropriateness of quotas is reviewed
every five yearse; the last round of general quota increases
became effective 1n 1966. In addition to expanding the
general level of quotas and selectively increasing the
quotas of certain countries, the IMF was also strengthened
in 1962 by an agreement among the ten main industrial
countries (the "Group of Ten") known as the General
Arrangements to Borrow (GAB). The GAB is an undertaking
by these countries to lend the Fund specified amounts of
their currencies (aggregating to the equivalent of about
$6 billion) if the Fund decides that supplementary
resources are needed to forestall or cope with an impair-
ment of the international monetary system. The GAB
arrangements have been activated several times in connection
with large U.K. drawings from the Fund.

The U.S. quota in the IMF is $5.2 billion, out of
total Fund quotas of about $21 billion. As of the end of
1967, the United States had approximately $400 million
of its "gold tranche" and the full $5.2 billion of credit
tranches available.

F. Other Institutional Arrangements

In 1961, the new U.S. Administration began to foster
the develgpment of a new system of international short-
term credits in the form of the "swap network" of the
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Federal Reserve System, and also introduced the so-
called "Roosa bonds." Both of these provide a type

of exchange protection to the lending country. That is,
the lending country is repaid in a constant value in its
own currency, and is thereby protected against an exchange
adjustment by the borrowing country. The United States,
at the center of the swap network, can borrow foreign
currencies and sell them in the market in lieu of making
gold sales, in the expectation that a subsequent reversal
of part of the outflow will reduce the eventual drain on
its reserves. In the meantime the swap partner holds
dollars with a form of exchange protection. Similarly,
the United States has, itself, been able to extend credit
and acquire foreign currency with exchange protection
when, for example, Italy or Canada or the United Kingdom
had an outflow of funds. This network of short-term
reciprocal borrowing of reserves, frequently called

"a first line of monetary defense,"”" now totals about
$7.1 billion. It has helped to avoid gold losses
resulting from short-term flows that were later reversed.
When the United States has been drawn upon, other countries

have been provided with dollars to hold their exchange
rates stable.

Roosa bonds were designed to provide a longer-term
instrument for the investment of dollars accumulated by
foreign monetary authorities. Most of them have been
denominated in the foreign country's currency as an
added attraction to the purchasing country. A total of

about $1.5 billion of these bonds was outstanding as of
November 30, 1967.

Since its reopening in 1954, the free market for gold
in London has re-emerged as the largest and most important
center in the world for free-market gold transactions.
During most of the period since that time the flow of gold
to the London market, from new production and Russian sales,
has exceeded the various demands on it. Accordingly, the
residual supply of gold was absorbed by central bank
purchases and by the U.S. Treasury at prices varying fairly
closely around the U.S. fixed price of $35 per ounce. For
short periods, sudden outbreaks of speculative demand for
gold substantially exceeded the supply available to the
market. Such a situation occurred in October 1960 when
the market price rose to around $40 and aroused widespread
anxieties concerning the international monetary system.
The U.S. monetary authorities supported the Bank of England

in intervening in the London market to stabilize the price
within an acceptable range.
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In the following year, after a similar but milder
strain on the London market, the U.S. authorities
suggested that, in view of the mutuality of interest
among the monetary authorities of the major industrial
countries in maintaining orderly conditions in the gold
and exchange markets, an informal gold selling arrangement
be arranged among the group of central banks that are
members of the 