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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
July 6, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SA VI~GS BONDS OWNERS 
AFFECTED BY FLOODING IN OHIO 

The Bureau of Public Debt took action to assist victims of flooding in Ohio by expediting the 
replacement or payment of United States Savings Bonds for owners in the affected areas. The 
emergency procedures are effective immediately for paying agents and owners in those areas of 
Ohio affected by the storms. These procedures will remain in effect through August 31, 1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Most financial institutions serve as paying agents for savings bonds. 

Ohio counties involved are Athens, Coshocton, Delaware, Guernsey, Knox, Licking, Marion, 
Meigs, Monroe, Morgan, Morrow, Muskingum, Noble, Perry, Richland and Washington. 
Should additional counties be declared disaster areas the emergency procedures for savings bonds 
owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-I048, available at most financial institutions or by writing the 
Pittsburgh Federal Reserve Bank's Savings Bond Customer Service Department, 717 Grant St., 
Pittsburgh, Pennsylvania 15219; phone (412) 261-7800. This form can also be downloaded 
from Public Debt's website at: www.publicdebureas.gov. Bond owners should include as 
much information as possible about the lost bonds on the form. This information should include 
how the bonds were inscribed, social security number, approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St., Parkersburg, West 
Virginia 26106-1328. Bond owners should write the word "STORMS" on the front of their 
envelopes, to help expedite the processing of claims. 
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TREASURY NEWS 
OFFICE OF PUBLIC AFFAIRS _1500 PENNSYLVANIA AVENUE, N.W. _ WASHINGTON. D.C.- 20220 - (102) 622·2940 

EMBARGOED UNTIL 2: 30 P. M . 
JUly 1. 1998 

CONTACT: 

TREASURY TO AUCTION $8,000 MILLION OF 
29-3/4-YEAR 3-5/8% INFLATION-INDEXED BONDS 

Office of Financing 
202/219-3350 

The Treasury will auction $8,000 million of 29-3/4-year 3-5/8% inflation-indexed 
bonds to raise cash. 

Amounts bid by Federal Reserve Banks for their own accounts and as agents for 
foreign and interna~ional monetary authori~ies will be added eo the offering. 

The auction will be conducted in the single-price auction format. All competitive 
and noncompetitive awards will be at the highest yield of accepted competitive tenders. 

The bonds being offered today are eligible for the STRIPS program. 

Tenders will be received at Federal Reserve Banks and Branches and at the Bureau of 
the Public Debt, Washington, D. C. This offering of Treasury securities is governed by 
the terms and conditions set forth in the Uniform Offering Circular (31 CFR Part 356, as 
amended) for the sale and issue by the Treasury to the public of marketable Treasury 
bills, notes, and bonds. 

~or original issue discount (OlD), IRS regulations permit reopenings of inflaeion
indexed securities wi~hout regard to OlD rules, provided that the reopenings occur not 
more than one year after the original securities were first issued to the public. 
Therefore, the OlD limit does no~ apply to this auction. 

Details about the security are given in the attached offering highlights. 
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KXGXI.IGK'l'S OF 'l'UASURY OFPnDlG TO TD Pl1BL:tC OF 
29-3/4-YKAR XN7LATION-rNDBXED SONDS TO BE :tSSUBD JULy 15, 1998 

Offeripg Amgunt ............. $S,OOO million 

Description Of Offeripg: 
Term and type of security ... 23-3/4-year inflatioo-

indexed :bonds (reopening) 
Series .....•...•...•........ Bonds of April 2028 
CUSIP number ................ 912S10 FD ~ 

Auc~ion date •.•...••.....•.. Ju1y 8, 19~B 

Issue date .................. JUly 15, 1998 
Dated date .•..•.•...•....... April 15, 1998 
Maturity date ......•.....•.. April 15. ~028 

Intereet rate ............... 3-S/8% 
Currently out6tanding ....••. sa,427 milli.on 
Real yield .............••••• Determined ~t auction 
Interest payment dates ...... octo:ber lS and April 15 
Minimum bid amount ••..•..... $l,OOO 
Multiples ...........•....... $1,000 
Accrued interest ••••••••••• $9.01298 per $1,000 

July 1, 1998 

(from April 45 to July 15, 1998) 
Adjusted accrued interest 

payable by investor ........ $9.06291 per sr,ooo 
premium or discount •...•.•.. Deeermined ~c auction 

STRIPS InformaCion; 
Minimum amount required .•... S1,600,OOO 
corpus CUSIP oumDer .•....•.. 912S03 BN 2 

Submission of Bids: 
Noncompetitive bids: 

competitive bids: 

will be accepced in full up to $5,000,000 at the hignest 
accepted yield. 

(1) Must be expressed as a real yield with three decimals, e.g., 3.123%. 
(2) Net long position for each :bidder mllst :be reported when the sum of tne total bid 

amount. at all yields, and the net long pOSition is $2 billion or greater. 
(3) Net loog po~ition must be determined as of one half-hour prior to the closing time 

for receipt of competitive cenders. 

Maximum Recpsvized Bid at a Single Yjeld .•.••.....•..•. 35% of public offering 
Maximum Award ......•....•.............................. 35% of public: offering 

ReceiPt of Tenders: 
Noncompetitive tenders: Prior to 12:00 noon Eastern Daylight Saving time on 

auction day. 
Competitive tenders! Prior co 1:00 p.m. Ea~~ern Dayligh: Saving time on 

auction day. 

Payment Terme: Full payment with tender or by charge to a funds account at a 
Federal Reserve Bank on issue date. 

CPI Sase Reference Period ............ 1982-1984 
Ref CPI 04/15/1~SlB ••••......•..•..... In. 74000 
Ref CPI 07/15/1998 ..•................ 162.63548 
Index Ratio 07/15/1998 ................. 1.00554 



DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
................ ~8&9~ ............ .. 

OmCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASlDNGTON, D.C. - 20220 - (202) 622-2960 

EMBARGOED UNTIL 10 A.M. EDT 
Text as Prepared for Delivery 
July 6, 1998 

Statement of Treasury Deputy Secretary Lawrence H. Summers 
before the 

United States Senate Special Committee on the Year 2000 Technology Problem 

Mr. Chairman, and Members of the Committee, the Department of the Treasury wishes to thank 
you for conducting this important hearing and supports your efforts to review the year 2000 
problems and its ramifications on international banking and finance. Unless fixed, year 2000 
problems will pervade every aspect of our financial system, including the settlement of financial 
trades, the processing of routine financial transactions, and the dispensing of funds by A TM 
systems. 

All financial firms are potentially at risk. Even those entities which act responsibly to renovate 
their own systems can still be harmed, because of the intertwined nature of the financial system -
a failure by a counterparty, supplier or vendor can have a negative impact on an otherwise 
solvent firm. If the failures are widespread, they can pose a threat to central markets such as an 
exchange or clearinghouse. 

Today's hearing on this issue comes at a propitious time. There has been a flurry of international 
action on the year 2000 matter over the past few months. Two weeks ago, the United Kingdom 
hosted a meeting of experts from the Foreign Ministries of the G-8 countries to discuss the year 
2000 issue and trans-boundary issues. At that meeting, each country provided a brief overview 
of its domestic efforts, along with an analysis relating to progress in other countries. Other 
international fora, including the World Bank, OECD and regional organizations are also 
undertaking significant programs to help in the coordinate international activities in this area. 

US Supervisory Actions 

In the United States, financial regulators have taken steps to encourage firms to properly addres~ 
the year 2000 issue. 
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The US Securities and Exchange Commission now requires public companies to disclose year 
::WOO problems in their corporate filings, which can help investors assess the impact of year 2000 
on a firm's market value. Among other things, the SEC now requires a public company to 
disclose the fact that it has not made an assessment of its year 2000 issues. In addition. a public 
company must describe material year 2000 issues and disclose the nature and potential impact on 
the firm, including its general plans to address them. This disclosure, which is potentially a very 
powerful incentive-based approach, is designed to induce market pressure on public companies 
to take appropriate corrective measures. 

Similarly. US bank regulators now routinely review year 2000 issues when they conduct 
examinations of federally supervised banking institutions. The examinations are designed to: 

• determine whether the organization has an effective plan for identifying, renovating, 
testing and implementing a year 2000 solution; 

• assess the effect of year 2000 efforts on the bank's strategic and operating plans; 
• determine whether the organization has effectively coordinated year 2000 processing 

capabilities with its customers, vendors and payment systems partners; 
• assess the adequacy of internal controls for the year 2000 process; and 
• identify whether further corrective action may be necessary. 

Concerns Outside the United States 

In the United States and elsewhere, the financial services industry appears to be ahead of other 
major industry sectors in addressing the year 2000 problem. Financial firms are working hard to 
renovate obsolete systems in such large financial centers of the United States such as New York 
and Chicago, as well as in other major market jurisdictions such as London and Frankfurt. 
Leading international financial firms have already started internal testing, and industry-wide 
testing programs are scheduled for next year. 

However, it is very difficult to assess the effectiveness of the renovation programs currently 
under way in each country. Each country faces unique difficulties as it searches for an effective 
solution to the problem. In Europe, for example, many countries in the European Union must 
handle the conversion to the Euro currency simultaneously with the year 2000 problem. Japan is 
undertaking major changes to its financial system, which could also affect its year 2000 
compliance effort. Other Asian countries must deal with more immediate threats to their 
economies. 

Outside the major financial centers, the problems caused by year 2000 may be greater. In these 
countries, it may be more difficult to finance the cost of hiring programmers to fix the problem, 
or even to identify the systems which need renovation in the first place. On the other hand, the 
fact that many underdeveloped countries have not automated to the same extent as the United 
States means that there are not as many systems which can fail. Moreover, the systems which are 
ill place in such poorer countries have often been purchased more recently -- and are therefore 
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more likely to be year 2000 compliant -- than computer systems installed in many parts of the 
advanced industrial nations. 

Suggested Steps for Other Countries 

Each country will have to implement its own solution to the year 2000 problem. based on the 
particular circumstances, resources and problems relevant to it. However. there are some 
fundamental premises which many experts believe each country should keep in mind as it 
implements a year 2000 compliance effort. In particular, there are three fundamental issues -
inventory/assessment, renovation, and testing. 

First. authorities in the computer area believe it is helpful for each country to assess its 
vulnerability to the year 2000 problem. This should include an inventory of all applications that 
require modification and an assessment of what renovation measures must be implemented. In 
the United States, the goal was to ensure that all such inventory and assessment review be 
completed by September, and regulators are monitoring those financial institutions which failed 
to meet this deadline. 

Second, experts agree that each country should follow assessment with a renovation phase, 
where individual software programs are modified to ensure year 2000 compliance. It is critical 
that firms prioritize their efforts so that the most critical applications receive priority attention, 
followed later by software programs which would have a more limited impact on the firm in the 
event of a year 2000 failure. Most United States firms currently are undertaking their renovation 
programs, which should be largely completed by December 1998. 

Third, and equally important in the eyes of virtually all professionals, is the testing phase. which 
individual countries should mandate for firms in their jurisdiction. The importance of such 
testing programs cannot be overemphasized, since even skilled programmers can overlook 
critical tasks. External testing should include tests with both single counterparties and multiple 
counterparties. In the United States, such testing is expected to begin no later than December 
1998, but external testing necessarily requires the cooperation of governments and firms in other 
countries. 

Work in Other International Fora 

Because of our concern with respect to the progress that other nations are making in the year 
2000 area, Treasury began a major effort to raise the profile of the issue and act as a catalyst for 
action in many countries. Treasury submitted a paper on the year 2000 issue in March 1998 to 
the G-7, which called on the G-7 countries to implement comprehensive year 2000 programs in 
each of their jurisdictions, and to help other countries as well. We have since worked with other 
countries to ensure that the year 2000 issue was placed on the Birmingham summit agenda. The 
May 8 G-7 Finance Ministers' conclusions called on the international regulatory bodies (i.e .. the 
Basle Committee on BaMing Supervision, the International Organization of Securities 
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Commissions. the International Association of Insurance Supervisors. and the Committee on 
Payment Systems and Settlement) to "monitor" private sector efforts. and "to do all that they can 
do to encourage compliance." As discussed below, these entities are taking up the year :WOO 
challenge and are actively assessing and monitoring year 2000 compliance efforts by financial 
firms in their respective industries. rather than merely "raise awareness" of the problem. 

Subsequently, on May 17, the G-8 Heads of State and Government met and called on countries 
to work together to solve the year 2000 issue, and expressly asked international organizations. 
including the World Bank and the Organization of Economic Cooperation and Development 
(OECD) to help solve the problem. 

Treasury also raised year 2000 in other international fora. In late May, Finance Ministers at the 
Asia Pacific Economic Cooperation forum (APEC) discussed with private sector representatives 
the importance of resolving year 2000 problems in APEC economies in a timely manner. They 
also urged the World Bank and the Asian Development Bank to help countries to address this 
issue, and domestic supervisory and regulatory authorities in the region work with the 
international regulatory bodies to implement measures to resolve this problem. The year 2000 
issue was also included in the Joint Ministerial Statement of the Summit of the Americas Finance 
Ministers' meeting in Chile last December, and Treasury is continuing to encourage this regional 
grouping of North and South American finance ministries to work with its member countries in 
implementing effective solutions to the problem. 

Work of the International Regulatory Bodies 

The international regulatory bodies have established the Global Year 2000 CounciL and they are 
taking action to coordinate financial aspects of the year 2000 issue. The Year 2000 Council's 
efforts were kicked off in April, following a conference of world leaders on the Year 2000 
problem held in Basle, Switzerland. That conference was helpful in further raising awareness of 
the year 2000 issue. We are in the process of designating a Treasury liaison to the Year 2000 
Council to be kept informed of and promote their efforts to undertake an active program of 
monitoring and assessing the situation, and to develop appropriate remedial steps where it is 
apparent that a particular country or group of countries has fallen behind in its year 2000 
program. 

Other organizations, particularly the OECD. take part in the task of coordinating some of the 
most significant non-financial aspects of the year 2000 problem, such as telecommunications and 
power grids, where a disruption to communications or power grids could cause general economic 
harm. 

Role of the IFIs and the MDBs 

Treasury is paying increasing attention to the role which the World Bank and the International 
Monetary Fund, as well as regional multilateral development banks such as the Asian 
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Development Bank, Inter-American Development Bank, and the European Bank for 
Reconstruction and Development, could play with respect to the year 2000 issue. In our 
discussions with these entities. we are generally satisfied that they are taking reasonable 
measures to assess and renovate their own internal systems and we applaud their foresight in this 
regard. Among other things. it appears that all of these institutions have taken steps to assess 
their mission critical systems, and they are well under way with respect to renovating or replacing 
obsolete systems which will not be compliant. 

We are also actively encouraging the international financial institutions (lFIs) to consider a full 
range of policies which they could undertake in conjunction with their client countries. We hope 
to ensure that all projects and programs which these organizations finance are year 2000 
compliant. On June 15, CIOs of all the IFIs met to share views and experiences on potential year 
2000 computer problems and to explore ways to provide technical assistance to their member 
countries. 

Conclusion 

There is no easy cure for the year 2000 problem. Like many other issues, the year 2000 issue will 
require a great deal of diligence, planning, and plain hard work so that countries prevent critical 
systems from failing. Treasury is working in a range of international fora to help promote 
appropriate solutions. 

But while various international institutions, and the Treasury, can assist the year 2000 effort 
underway in various countries, at the end of the day each country will have to put in place its 
own solution to the problem and take responsibility for any failures. We must be realistic about 
the fact that the year 2000 problem is a novel event, and we cannot foresee all of the 
complications which might arise. Therefore, we cannot entirely rule out the possibility of 
disruptions to the financial system and other sectors of the economy, both in the United States 
and elsewhere. The key is to manage the risks, by prioritizing those systems which absolutely 
must be in working order while devoting lesser resources to other areas, and putting in place 
appropriate contingency arrangements to reduce the harm of any failures that do occur. 

We are well underway with this process in the United States, and we are hopeful that other 
countries are making similar progress with respect to renovating and testing their computer 
systems to take account of the year 2000 problem. This hearing is very useful to that process, as 
they can help raise awareness and ensure that all relevant entities employ their best efforts to 
solve the problem. 

-30-
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DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
OFFICE OF PUBUC AFFAIRS .1500 PENNSYLVANIA AVENUE, N.W .• WASlDNGTON, D.C .• 20220. (202) 622·2960 

FOR IMMEDIATE RELEASE 
July 2, 1998 

Contact: Dan Israel 
(202) 622-2960 

ST ATEMENT OF TREASURY SECRETARY ROBERT E. RUBIN 

Japan has announced new and potentially significant steps toward addressing its banking 
problems. We welcome this further recognition by Japan of the importance of strengthening its 
financial system. 

What is important is for the Japanese authorities to move quickly to translate this approach 
into concrete actions that will dispose of the burden of bad assets on the system and achieve the 
necessary restructuring and consolidation of the banking system with appropriately conditioned 
provision of public money. Quick and decisive actions are essential to restore confidence. 

Resolution of the financial sector problems, combined with sustained and substantial fiscal 
stimulus, are needed to achieve the strong recovery in domestic demand that is so important to Asia 
and the international community as a whole. 

As always, we will continue to watch developments in exchange markets closely 
-30-
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COMMUNITY DEVELOPMENT 
FINANCIAL INSTITUTIONS FUND 

July 2, 1998 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

NEWS RELEASE 

Contact: Helen SzablyalCDFI Fund 
(202) 622-8401 

ATTENTION **CORRECTION 

CDFI FUND RECEIVES 243 APPLICATIONS 
TOTALLING $177 FOR 1998 CDFI PROGRAM 

Washington, DC - The Community Development Financial Institutions (COFO 

Fund, U.S. Department of the TreasllIY, has announced receiving 243 applications for its 

1998 round of the CDFI Program. Of the 243 applications received, 131 were for the 

Core Component of the COFI Program, requesting $169.3 million; and 112 were for the 

new Technical Assistance Component, requesting $7.7 million. The CDFI Fund will 

award up to $5 million for the Technical Assistance Component and up to $40 million for 

the Core Component. 

" We were delighted to see the tremendous response to the new Technical 

Assistance Component ofthe CDFI Program," said CDFI Fund Director Ellen Lazar. "It 

is essential that we help build the capacity of these organizations and thereby enhance the 

ability of the COF! industry to serve distressed areas across the nation." 

In April and May. the CDFI Fund program staff traveled to 13 cities throughout 

the country and conducted workshops on the requirements and application process of the 

CDFI Program. Thirty-three states were represented among the 425 workshop 

participants. "These workshops assisted institutions to determine whether they should 

apply for assistance from the CDFI Fund and if so, whether they should apply for the 
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Page Two 
CDFI Fund 

(more) 

Core or Technical Assistance Component," said Deputy Director for Policy and 

Programs, Maurice Jones. 

In 1997, a total of 159 applications were received under the Core Component, of 

which 47 were awarded a total of$33.85 million. With the introduction of the Technical 

Assistance Component this year, the Fund is expanding the tools it uses to assist the 

variety of organizations represented in the CDFI field. 

The CDFI Fund's mission is to expand access to critically needed capital and 

financial services in underserved urban, rural and Native American communities, areas 

where one of the biggest obstacles to economic development is a lack of access to 

mainstream sources of private sector capital. The Fund's programs pursue strategies 

designed to meet the unique needs of each community by assisting the community to 

respond to its particular circumstances. 

Established by Congress in 1994, the CDF! Fund has made 81 awards totaling 

more than $77.6 million through its CDFI Program. As required by law, these dollars are 

matched one-to-one with non-Federal dollars by the award recipient, resulting in a 

Federal investment that will be leveraged at a minimum, two-fold. 

The CDFI Fund has also awarded 70 insured depository institutions a total of $30 

million through its Bank Enterprise Awards Program. These institutions provided nearly 

$133 million in equity investments and financial support to CDFI s, and $143 million in 

total direct lending and financial services in distressed communities. 

At the direction of President Clinton, the CDFI Fund designed and implemented 

the Presidential Awards for Excellence in Microenterprise Development. This non

monetary award program, launched in 1997, recognized seven organizations at a White 

House Ceremony. It is intended to highlight best practices in the micro enterprise field. 

CDFI FUND - 0008 ###### 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

FOR IMMEDIATE RELEASE 
July 6, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS O\V~'ERS 
AFFECTED BY FLOODING IN WEST VIRGINIA 

The Bureau of Public Debt took action to assist vlctims of flooding in West Virginia by 
expediting the replacement or payment of United States Savings Bonds for owners in the affected 
areas. The emergency procedures are effective immediately for paying agents and owners in 
those areas of West Virginia affected by the storms. These procedures will remain in effect 
through August 31, 1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Most financial institutions serve as paying agents for savings bonds. 

West Virginia counties involved are Braxton, Calhoun, Clay, Doddridge. Jackson, Kanawha, 
Marshall, Monongalia, Nicholas, Pleasants, Ritchie, Roane, Tyler, Upshur. Wetzel. Win and 
Wood. Should additional counties be declared disaster areas the emergency procedures for 
savings bonds owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-1048, available at most financial institutions or by writing the 
Richmond Federal Reserve Bank's Savings Bond Customer Service Department, 701 East Byrd 
Street, Richmond, Virginia 23219; phone (804) 697-8370. This form can also be downloaded 
from Public Debt's website at: www.publicdebureas.gov. Bond owners should include as 
much information as possible about the lost bonds on the form. This information should include 
how the bonds were inscribed, social security number, approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St.. Parkersburg. West 
Virginia 26106-1328. Bond owners should write the word "STORMS" 'on the front of their 
envelopes, to help expedite the processing of claims. 

000 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 06, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
July 09, 1998 
October OB, 1998 
912795AM3 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.94St 5.077% 98.750 

High 4.960\' 5.094\' 98.746 

Average 4.960% 5.094% 98.746 

Tenders at the high discount rate were allotted 79%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

35,434,038 
1,273,291 

36,707,329 

270,509 

36,977,838 

2,889,320 
101,791 

39,968,949 

Bid-to-Cover Ratio = 36,707,329 / 5,525,138 = 6.64 

1/ Equivalent coupon-issue yield. 

RR-2576 
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$ 

$ 

Accepted 

4,251.,847 
1,273,291 

5,525,138 

270,509 

5,795,647 

2,889,320 
101,791 

8,786,758 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 06, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
July 09, 1998 
January 07, 1999 
912795BS9 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 5.000\ 5.201t 97.472 
High 5.015% 5.216% 97.465 
Average 5.010\' 5.212% 97.467 

Tenders at the high discount rate were allotted 22\'. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

29,146,233 
1,300,278 

30,446,511 

1,876,391 

32,322,902 

4,145,000 
706,609 

37,174,511 

Bid-to-Cover Ratio = 30,446,511 / 5,429,848 5.61 

1/ Equivalent coupon-issue yield. 
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$ 

$ 

Accepted 

4·,129,570 
1,300,278 

5,429,848 

1,876,391 

7,306,239 

4,145,000 
706,609 

12,157,648 



DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
omCE OF PUBUC AFFAIRS .1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C. • 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
July 7, 1998 

Contact: Hamilton Dix 
(202) 622-2960 

GORE AND RUBIN TO INTRODUCE NEW SAVINGS BONDS 
Eight Prominent Americans Honored on Bonds 

Vice President Al Gore and Treasury Secretary Robert E. Rubin will introduce the Inflation
Indexed Saving Bond honoring eight prominent Americans, on Wednesday, July 8 at 10 a.m. in the Cash 
Room of the Treasury Department, 1500 Pennsylvania Avenue, N.W. 

Individuals representing those honored on the I-Bonds and Deputy Treasury Secretary Lawrence 
H. Summers also will join Vice President Gore and Secretary Rubin. 

The first new Savings Bond since 1980, the I -Bonds are designed to encourage more Americans to 
save for the future by protecting the purchasing power of their investment from inflation. 

Media without Treasury, White House, State, Defense or Congressional credentials wishing to 
attend should contact the Office of Public Affairs at (202) 622-2960 with the following information: 
name, organization, social security number and date of birth. This information may be faxed to (202) 
622-1999. Cameras may begin setting up at 9 a.m. 

-30-
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PUBLIC DEBT N-EWS 
Department of the Treasury • Bureau of the Public Debt. Washington. DC 20239 

EMBARGOED FOR RELEASE AT 3:00 PM 
July 7, 1998 

Contact: Peter Hollenbach 

(202) 219-3302 

PUBLIC DEBT ANNOUNCES ACTIVITY FOR 
SECURITIES IN THE STRIPS PROGRAM FOR JUNE 1998 

Treasury's Bureau of the Public Debt announced activity figures for the month of June 1998, of 
securities within the Separate Trading of Registered Interest and Principal of Securities program 
(STRIPS). 

Principal Outstanding 
(Eligible Securities) 

Held in Unstripped Fonn 

Held in Stripped Fonn 

Reconstitutedin June 

Dollar Amounts in Thousands 

$1,396,133,053 

$1,168,138,257 

$227,994,796 

$14,628,311 

The accompanying table gives a breakdo\\TI of STRIPS activity by individual loan description. The 

balances in this table are subject to audit and subsequent revision. These monthly figures are included 

in Table VI of the MonrhlySfaremenfojthe Public Debt, entitled "Holdings of Treasury Securities in 

Stripped Fonn." 

The STRIPS data along with the new Monthly Statement 0/ (he Public Debt, is available on Public 
Debt's Internet homepage at: www.publicdebt.treas.gov.Awide range of information about the 

public debt and U.S. Treasury securities is also available on the homepage 

000 
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C01JlUS Principill Amount Oul!landinO in Thousands 
Recon~tilutsd 

loan OescnPllon STRIP M.aturily Date 
CUSIP fotal POl'\Jon H.ld In Pon,on Held in Thi~ Month 

Oul!llBnc!iM UMStripp.d Form Stopped Form 

TllIilSlltY Notes: 
CUSIP: SerieS: I,,\enuil Rat": 

9121127 WN8 C 9-1/4 912820 AP2 OBl15/98 11.342.6-46 7.188.~46 4.154.4CJO 64.800 

I/IMI8 0 11.7'8 AQO 11115/98 9.90287:; 5.062.875 4.840.000 198.400 

x"7 A 8.7/8 AR8 02115/951 9.711l.823 6.554,82;' ~.164.l!00 24.000 

XN? 9 9-118 ASS 0S/15/99 10.047.103 5.271.10J 4.776,000 1eO.500 

)fW7 C 8 AT4 08115199 10.163.64-4 6.6811.489 3.475.175 43.425 

3H3 ~ 6-314 CB1 otI3Of99 17.487.267 17.2S!U87 217.600 0 

3K8 AL ~5/8 C07 10131199 16.823.941 16.604.747 219.200 0 

YE8 0 7-7/8 AU1 11/151~9 10.n3,960 6.805.960 3.968.000 134.400 

3P5 AM 5·516 eGO 11/30lSg 17.0~1.198 16,665.598 185.600 0 

3Rl AN 5·5/8 CJ4 121J1/99 18.7~7.060 18.841.850 99.200 0 

3~ Y 5-3/8 CM7 01131100 17,602,026 17.502.026 0 0 

YN6 A 11-112 AVO 02115/00 10.873,033 7.696.23:\ 2.,976.800 24.000 

3Y6 Z $-112 eRG 02129/00 17.nS.125 17.776,125 a 0 

4147 AB 5·112 en 03131100 17.206.378 17.206.~76 0 0 

4C3 AC 1>.5/8 CV7 04/:30/00 lS.633.8~5 1S.63J.1l45 0 0 

'fINs 8 A.7/8 AWl 05115100 10.-496.230 5.4~S.830 5.070.400 0 

4G-4 AD 5.112 CZ8 05131/00 16.500.032 16.580.032 0 0 

4J8 AE S·3/8 DBa 06/30/00 14.936.645 104.938.645 0 0 

us C &-3/4 AX5 08115/00 11.080.646 7.244.966 3.835.680 26.860 

ZN5 0 11-1/2 AY3 11115100 11.519.6112 6.959.66~ 4.560.000 25.200 

3M2 X 5·3/4 CF2 11/15100 lB.036.0Be 115.038.088 0 0 

ZX3 A 7-3/4 AZO 02115/01 , 1.312.B02 7.981.60:2 3.351,200 68.000 

31ND S S-3/11 CPo 02115101 115.367,153 15.387. 153 a 0 

AilS B 8 aM 05115101 12.38B.083 8,679.033 3.719.050 B1.BOO 

4E9 T $-518 CX3 05115/01 12.873.752 12.873.752 0 0 

892 C 7-7/8 aS2 08/15101 12.339. IllS 8.7415,565 3.51)3.600 203.200 

D25 0 7.112 aco 11/15/01 202Ei.l02 18.844.182 4.;'81.920 102,080 

F .. g A 7.1/2 aoe oS/1!102 11,714.397 9.522.8n 2.191.520 110,080 

(055 B 6-3/8 BE8 0lII15102 23.8SQ.015 22.388.215 1.460.1100 0 

3J9 M S-718 ecg 09/30/02 12.80e.BH 12.771.1,;14 36.200 0 

3L4 N S-3I4 CE5 10/31/02 1'.7J7.2B4 11.615.584 81,600 0 

JQ3 P 5-3/4 CH8 11130/02 12.120.580 11.920.680 200.000 0 

3S9 Q !5·!5/B CKI 12131/02 12.052.433 12.052433 0 0 

3V2 C S-1I2 eNS 01/31/03 13,100.640 13.100.840 0 0 

J18 A 6-1/4 SF3 02115/03 2J,5B2.6al 22.834.403 728.2eB 32.000 

3Z3 0 6-112 eS4 02126103 13.670,3&4 13,e26.35~ 44.000 0 

4BS E ~1/2 CU51 03/31/03 ,'.172,892 14,172.e92 0 0 

401 F 5-3/4 CW5 OC/30/03 12.573.256 12.573.~5S 0 0 

4H2 G 5-,/2 OA2 05131103 13.132,243 13.132.243 0 a 
41<5 H S-3/8 OCB 00/30/03 13.128,778 1J.I2ti.77e 0 a 
L83 B ~3/4 aG1 08l1S103 28.011.028 27.573.4.:28 437.600 10.400 

NS1 A t;.7If1 aH9 02115104 12.955.077 12.181.477 193.600 0 

peg a ,.,,4 8J5 05115104 14.440.372 14.4'8.772 21.600 82.400 

Q&8 C 7-1/4 8K2 08115104 13.346.467 12.826.<467 6:20.000 a 
RB7 0 '-718 BlO 11/1W04 14.373.760 14.373.760 0 0 

SB6 A 7-1/2 BMB 02115/05 13.834.754 13.634.194 560 0 

T85 B 6.112 eNG 05/15/05 14.7311.50" 1~.739.504 0 0 

U83 C &-1/2 ap, 0611 SioS 15.002,5130 15.002.580 0 0 

VS2 Cl 5-7/8 BQ9 11/1510~ 1S . .209.920 15.205.120 4.800 0 

weI A $-5/8 SR7 02l1S/06 15.513.567 15.S0G.427 4.150 0 

xeo 8 &-718 BSS 05/15/06 16.015.475 18,015,.15 0 0 

Y55 C 7 B13 07115106 22.740.446 22.738,446 2.000 0 

Z62 0 8·112 Suo 10/15108 22.459.875 22.459.675 0 0 

2JO 8 8·1/4 8we 0211 SI07 13.103.676 1 J.043.2QC 60,364 0 

2U5 C 8·518 aX4 05/1 ~/07 13.958.1f.\e 13.932.566 25.800 1.600 

3EO 0 g.1/S CAJ 01ll1SI07 25.63(;\.803 26.616.003 :'0.800 a 
axe 8 5·11:2 COB 02115106 13.563.412 13.563.412 0 a 
4F6 C S-.5/8 CYI 05/151011 14.775.244 14.nS244 0 D 

TOUI TreuutY Notu ................... 885.346.4g5 602.747.358 62.801.131 1.383.565 

Trenury Inflatian·lndClI:Cd Noles: 

CUSIP S.nes: Inler!'al Rat,,: 

912827 :lAS J 3.S/8 912820 eZ9 07115102 17,062.55:3 17,062.553 0 0 

2M3 A 3-3/8 eVil 01/,5/07 18.161.217 1B.161.217 a 0 

3T7 A ~Sl8 Cl9 01/1510B 8.456,982 8.458,982 0 0 

iotsllnflBtian·lnda~ed Notes ... ........... 41.882,752 , 1.5B2.752 0 0 

Tr1IB5Ury Innatio,,·lndeltlld Bond,: 
CllSrp: Inl8,..t\ fUle: 

912810 "OS ~5/s g12803 BN2 04/15126 11.443.005 8.443.005 0 0 

To~1 Itlfiabon.lndexllc! BOMS ..... --- .-. e.443.00S 8.«3.005 a 0 

Grand Tatill.. ................... -_ ........ ,,, .... .............. -... __ ..... ,,, ......... _-_ ...... 1398.133.053 1. HI8.1JB.2S7 227.994.796 14.828.3" 

Nal. On Itte 4C11wortllfty al each monlh Taac" VI WID !Ie ava/llble ellotr 3.00 p.m. "."t~M Ume on the Commtre. O.~AI\m."r. Eco"on'llc Bulill'" Go"rd (E8B) aM on lIle Su'tau 01 the 
~Ublit 01101 i _611111. ''''"p _ Qy/lII~:Ot.U.8 •. gCV For more ,l\lorm.~on 'bO~1 ~ee. c..oU (202) ~8~.,~ Th. hlanco ... I~'. tlb" .r •• ubl"Ot to aud,t and .u~"Qu.N 'dJul1m.n\~ 



TABLE VI- HOLDINGS OF TItEASURY SECURITIES IN STRIPPED FORM, JUNE 30. iua 

CorpUJ; PrincIpal Amou~1 Outs~nClitl9 I" rhou8Bnd~ 

lo.an Descnption STRIP Maturity Dilte Recon,liluled 

CUSIP Total Portion Held in portion Held ;('1 . ThIs MOnlh 

OUIlIlaMlng Unstrippct! Form SlI'Illped Form 

Tf1!86ury Sends: 
CUSIP: Inlerelll Rate: 
9121110DM7 11-518 9~21103 AS9 11/15/04 8,301,806 4,:124,206 3,977,800 102,400 

0011 12 AD5 05115105 4,260,758 2,596,358 1,884,400 2UOO 

ORIS 10-314 AGB 01'1115/05 9,269,713 7,1S6,113 2,113,800 85,600 

DU9 9-318 A.J2 OVl5/01S ~,7S5,9'6 ~.747,91!! B,OOO 0 

DN5 11-3/4 912800 AA7 11/15/104 6,005,584 2,917,584 3,oee,Ooo 234,400 

D~O 1,.,/4 912803AA1 02115115 12,887,799 11,5ee,439 1,079,360 500,980 

0S4 10-5/8 AC7 06/15/15 7, H9,916 6,e46,236 303,680 155,520 

OT2 9-7/8 AE3 1111511S 6,899,659 5,323,B59 1,518,000 4S8,SOO 

DV7 9-114 AFO 02/1S/16 7.266,654 7,124,454 142,400 150,400 

O\IV5 7-114 Alie OS115/16 18,823,551 lB,56B,351 255,200 2,400 

OX3 7-1/2 AK9 l1/1Si16 18,864,446 1S,097,~6e 788,480 166,320 

DY1 8.3/4 Al7 05115117 18,194,1159 8,522,969 9,S71,200 244,000 

DZB 6-7/8 AM!! 08/15117 14,01l:i,856 9,204,058 4,1112,900 382,400 

E.A.2 9-1/B ANJ 05/15/,8 D,l06,B3S 3,126,239 5,S82,400 97,600 

ESO 9 APH 11/151,8 9,O~2,570 2,034,470 6,g9a,~00 430,600 

Ee8 6-7/8 "aS 02115119 19,250,796 5,796,398 l3,454,~00 712,000 

E06 8-1/11 AR4 06/15/19 20,213,832 16,553,672 1,660,160 845,760 

EE4 8-112 AS2 02115120 10,22US8 6,131,66B 4,097,200 2B2,OOO 

EFl 8-3(4 ,ATO 05115/20 10.158,663 3,027,1).43 7,131,840 259,040 

EG9 8-3/4 AU7 OB/lSi20 21,418,606 6, 125,~6G 15,292,1>40 1,145,120 

EH7 7-7/8 AV5 OV1S121 11,113,313 10,090,Q73 1,022,400 107,200 

EJ3 ~'/8 AIM 05/15121 11,9sa,IIB8 4,36U08 7,574,080 297,360 

EKO &-1/8 AXl 08l1S121 12,163,4112 6,fl38,442 5,527,1).40 574,080 

EL5 8 AY9 11/1S121 32,79B,394 9,682,219 23,116,175 1,813,250 

EMe 7-1/4 AZI!5 011116122 10,352,790 11,799,190 1,553,600 81,800 

EN4 7-5/8 BAO 111161:12 10,699,626 2,976,428 7,723,200 264,000 

EPs 7-1/11 BS8 02115123 18,374,361 11,10~,S81 7,268,BOO 1,03B,800 

EO? 6-1/4 BCe 011/1512:1 n,IIOS,a44 19,078.900 3,830,144 1,44B,496 

ES3 7-1/2 B04 11/1S124 11,469,662 2,91lO,942 8,50e,720 10ll,200 

En 7·!l8 BE2 02115125 11,725,170 3,217,970 8,507,200 300,800 

EV6 &-7/8 BF9 08/15/25 12,602,007 10,oS6,767 2,5.C6,240 459,840 

EW4 II BG7 02/151213 12.1104,916 12,688,818 316,300 232,400 

EX2 6-3/4 BH5 011115126 10,SII:1,B18 9,283,418 1,6:10,400 39,:200 

EVO 6-1/2 BJ1 11/1 S/4!!3 11,493,177 10,1363,S71 82Q,600 :28,800 

EZi' 6-5/8 SKI! 02116127 10,~5e,071 B,931,271 1,524,eoO 184,000 

FAl 6-3/8 BL8 08/151417 10,735,756 10,447,758 289,000 0 

Fe9 6-1/8 B~4 "'15~7 22,518,53; 2:2,487,339 51,200 0 

Total TI'O"ury 9ondl!L. ....................... 480,6se,eO I 315,26!1,142 165.393,659 1:1,234,746 



OFFICE OF PUBLIC AFFAIRS -1500 PENNSYLVANIA AVENUE. N.W .• WASHINGTON, D.C .• 20220. (202) 62%·2960 

EMBARGOED UNTIL 2: 30 P. H. 
July 7, 1998 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Finan~ing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approx~a~Qly $1),000 mi~l~on, to be issued July 16, l~~S. This offering will 
result in a paydown for the Treasury of about $900 million, as the maturing 
publicly held weekly bills are outstanding in the amount of $13,895 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $7,042 ~llion of the maturing bills, which may De refunded a~ the 
weighted average disco~t rate of accepted ~ompetitive tenders. Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $3,870 million of the maturing issues as aaents 
for foreign and international monetary authorities. up to $3,000 million of 
these securities may he refunded within the offering amount in each of the 
au~tions of l3-week bills and 26-week bills at the weighted average discount 
rate of accepted competitive tenders. Additional amounts may b@ issued in each 
auction for such accounts to the extent that the amount of new bids exceeds 
$3,000 million. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed hy the terms and conditions set forth in the 
Unifor.m Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the atta~bed offering 
highlights. 

000 

Atta~hment 
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For press releases, speeches, public schedules fllld official hi(J!:!rapnies. call our 24·hour ftD: lille at (202) 622.2040 



HIGHLIGHTS OF TRBASURY O.FBRINGS or WBBKLY BXLLS 
TO BB XSSDKO JULy 16. 1998 

Offering Amou~ .........•........•..•.....• $5,750 million 

n'8criptiQn of Offering; 
Te~ and type of security .•.............•.. 91·day bill 
CUSIP number ...••...•...•...•.....•.....•.• 912794 SA 8 
Auction date ......••...•...•.•...•••...••.• July 13 I 1998 
I.aue date ............•..•.•.......•...•..• JUly 16, 1998 
Maturity date ••.......••.•••.••..•.••.••..• October 1S, 1998 
original isaue date •..•••.•...•....••..•..• October 16, 1997 
Currently outstanding ..•.•••.••..•..•.•.•.• $30,214 million 
l.JinimUU\ bid amount ...•••..•...•...•.•.••..• $10,000 
Multiples ..•.........•.....••••...•.•.•..•• $ 1,000 

The following rules apply to all securities mentioned above. 

§ubmis@ion of Bidsl 

July 7, 19'8 

$1,250 mUlion 

182·day bill 
912195 AX 9 
.:July 13, 1998 
July 16, 19t8 
January 14, 1999 
July 16. 1998 

$10.000 
$ 1.000 

Noncompetitive bids ...•..•••••.•••.•.•.•.•. ~Qcepted in full up to $1,000,000 at the av~rage 
discount rate of accepted competitive bids. 

Competitive bids ...•..••..•••••....•••••... Cl) Must be expressed as • di.count rate with three decimals in 
increments of .005%, e.g., 7.100\, 7.105\. 

Haximum Eecog!'liz~iQ 

(2) Net long position for each bidder must be reported waen the 
sum of the total bid amount, at All discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined a. of one half-hour 
prior to the closing time for receipt of competitive tenders. 

at aJ[!ngle Yield ....................... 35% of public offering 

Maximum bward ............•.•..•....•.•...•. 35\ of public offering 

Receipt of Tendersl 

Noncompetitive tenders ..•...•........•...•. Prior to 11100 noon Kastern Dayligbt Saving time on auction day 
Competitive tenders •.............•.•••..... Prior to 1,00 p.m. Eastern Daylight Saving time on auction day 

Payment Terms .....•..•...•...•..•.......•.. Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 



THE WHITE HOUSE 

Office of the Vice President 

For Immediate Release 
Wednesday, July 8,1998 

Contact: 
(202) 456-7035 

VICE PRESIDENT GORE INTRODUCES NEW 
INFLATION-INDEXED SAVINGS BONDS 

Bonds Honor Eight Distinguished Americans 

Washington, DC - Vice President Gore and Treasury Secretary Rubin introduced new 
inflation-indexed savings bonds that will protect Americans' savings against future inflation, and that 
also honor eight Americans for their significant contributions to America's past, present, and future. 

"Now more than ever, Americans need to focus on saving for their children's college and their 
own retirement," Vice President Gore said. "These bonds will make that much easier, and ensure that 
those savings will never be undercut by future inflation." 

RR-25Bl 

The eight Americans featured on the bonds include: 

• $50 I-Bond: Helen Keller, a noted author and advocate for individuals with 
disabilities. Ms. Keller is also responsible for Braille becoming the standard for 
printed communication with the blind. 

• $75 I-Bond: Dr. Hector Garcia, a leading advocate for Mexican-American veterans' 
rights, an activist in the Latino civil rights movement, and the founder of the American 
GI forum. 

• $100 I-Bond: Dr. Martin Luther King, Jr., one of the nation's most prominent civil 
rights leader. Dr. King was also a minister and Nobel Peace Prize recipient. 

• $200 I-Bond: Chief Joseph-Nez Perce Chief, one of the greatest Native American 
leaders. 

• $500 I-Bond: General George Marshall, U.S. Anny Chief of Staff during World War 
II, Secretary of State and Defense, author of the Marshall plan, and Nobel Peace Prize 
recipient. 

• $1,000 I-Bond: Albert Einstein, a physicist and creator of the Theory of Relativity. 
Einstein was also a Nobel Prize recipient for Physics. 

• $5,000 I-Bond: Marian Anderson, a world-renowned vocalist and the first African 
American to sing with the Metropolitan Opera. 

• $10,000 I-Bond: Spark Matsunaga, a fonner U.S. Senator and Congressman and 
World War II hero. 



"These I-Bonds will give Americans a way to save and be protected from inflation," said 
Treasury Secretary Rubin, who joined Vice President Gore in announcing the new bonds and 
presenting each individual representing those honored a portrait as it appears on the Series I Inflation
Indexed Savings Bonds. 

"The design of this new security gave us a rare opportunity to recognize these distinguished 
individuals whose talent and dedication helped our nation make great strides in knowledge, the arts, 
civil rights, and world peace," Rubin added. 

The Series I Inflation-Indexed Savings Bonds (I-Bonds) offer Americans' protection from 
inflation, insuring investors a real rate of return over and above inflation. The earnings rate an investor 
makes on inflation-protected bonds is the combination of two rates: 1) a fixed rate of return announced 
by the Treasury Department that remains the same for the life of the bond; and 2) a rate of inflation that 
is adjusted every six months by the Bureau of Labor Statistics to reflect changes in the Consumer Price 
Index for all Urban Consumers (CPI-U). 

I-Bonds may be attractive to investors for the following reasons: they protect investors from 
inflation; they are exempt from state and local income taxes and federal taxes can be deferred until the 
bond is redeemed or stops earning interest at 30 years; they increase in value monthly with interest 
compounded semiannually; and all or part of the interest earned may be tax-exempt ifused for college 
tuition and fees at eligible post-secondary educational institutions, when income qualifications are met. 

I-Bonds also protect investors from potential deflation. Even if deflation is greater than the 
fixed interest rate, the I-Bond's value will remain the same. 

Six of the eight I-Bonds ($50, $75, $100, $500, $1000 and $5000) will go on sale September 
1, 1998 and the rest will be available in May of 1999. The Bonds can be redeemed after six months 
and earn interest for 30 years. Investors redeeming Bonds before five years are assessed a three-month 
earnings penalty. Individuals can purchase up to $30,000 worth of I-Bonds each calender year. 1-
Bonds are sold at face value. 



DEPARTMENT OF THE TREASURY 

'IREASURY NEWS 
OFFICE OF PUBUC AFFAIRS. 1500 PENNSYLVANIA AVENVE, N.W .• WASIDNGTON, D.C.· 20220. (202) 622-2960 

Monthly Release of U.S. Reserve Assets July 8, 1998 

The Treasury Department today released U. S. reserve assets data for the month of June 
1998. 

As indicated in this table, U.S. reserve assets amounted to $ 71,163 million at the end 
of June 1998, up from $ 70,723 million in May 1998. 

End Total Special Foreign Reserve 
of Reserve Gold Drawing Currencies 11 Position 
Month Assets Stock II Rights in IMF 2.1 

2.1 3.1 ESF System 

1998 

May 70,723r ll,049r 10,296 13,514 16,907 18,957 

June 71,163p 11.049p 10,001 13,916 17,252 18,945 

II Valued at $42.2222 per fine troy ounce. 

'Z.I Beginning July 1974, the IMF adopted a technique for valuing the SDR based on a 
weighted average of exchange rates for the currencies of selected member countries. The 
U.S. SDR holdings and reserve position in the IMF also are valued on this basis 
beginning July 1974. 

3.1 Includes allocations of SDRs by the IMF plus transactions in SDRs. 

11 Includes holdings of Treasury and Federal Reserve System; beginning November 1978, 
these are valued at current market exchange rates or, where appropriate, at such other 
rates as may be agreed upon by the parties to the transactions. 

p Preliminary 

r Revised 

RR-2582 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 08, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 29-YR 9-MO INFLATION-INDEXED BONDS 

This issue is a reopening of an inflation-indexed bond originally issued 
April 15, 1998. 

Interest Rate: 3 5/8% 
Series: APRIL 2028 
CUSIP No: 912810FD5 

Issue Date: 
Dated Date: 
Maturity Date: 

July 15, 1998 
April 15, 1998 
April 15, 2028 

STRIPS Minimum: $1,600,000 

High Yield: 3.680% Adjusted Price: 99.550 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 22%. 

Adjusted accrued interest of $ 9.06291 per $1,000 must be paid for 
the period from April 15, 1998 to July 15, 1998. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accepted 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 

TOTAL 

$ 

$ 

19,049,600 
6,557 

19,056,157 

400,000 

19,456,157 

$ 

$ 

7,997,460 
6,557 

8,004,017 

400,000 

8,404,017 

Both the unadjusted price of $ 99.002 and the unadjusted accrued interest 
Jf $ 9.01298 were adjusted by an index ratio of 1.00554, for the period 
from April 15, 1998, through July 15, 1998. 

Median yield 3.630%: 50% of the amount of accepted competitive 
:enders was tendered at or bela· that rate. 

Low yield 3.500%: 5% of the amount of accepted competitive 
:enders was tendered at or below that rate. 

3id-to-cover Ratio = 19,056,157 / 8,004,017 = 2.38 

http://www.publlcdebt.treas.gov 
RR-2583 



DEPARTMENT OF THE TREASURY 
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OFFICE OF PUBUC AFFAIRS. 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
July 9, 1998 

Contact: Michelle Smith 
(202) 622-2960 

JOINT STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN AND 
IRS COMMISSIONER CHARLES O. ROSSOTTI 

Today, we are closer to creating an IRS where the American taxpayer comes first and customer 
service is second to none. 

Senate passage of the IRS restructuring legislation conference report represents one more step in our 
continuing efforts to ensure that each and every taxpayer is treated fairly and that the IRS collects 
our nation's revenue efficiently and effectively. 

In addition to important taxpayer protections and critical oversight of the Service, the bill provides 
much needed tools, such as personnel flexibilities, to help recruit key individuals to lead and manage 
the IRS restructuring. 

We welcome final passage of this bill and look forward to working with Congress to continue the 
hard work that lies ahead in implementing these reforms. 
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D EPA R T 1\1 E N T 0 F THE T REA SUR '\" 

TREASURY NEWS 
OFFICE OF PUBLIC AFFAIRS .1500 PENNSYLVANIA ,\vENUE, N.W .• WASHINGTON. D.C.e %OllO. (10l) Ul-1960 

EMBARGOED UNTIL 2:30 P.M. 
July 10, 1998 

CONTACT: Office of Financing 
202/219-3350 

TREASURY'S 52-WEEK BILL OFFERING 

The Treasury will auction approximately $10,000 million of 52-week Treasury 
bills to refund $13,525 million of publicly held 52-week bills maturing July 23 , 
1998. This offering will result in a paydown for the Treasury of about $3,525 
million. In addition to the maturing 52-week bills, there are $12,705 million 
of maturing publicly held 13-week and 26-week bills. 

In addition to the public holdings, Federal Reserve Banks for their own 
acco~~ts hold S12,5S1 million of the maturing bills. These accounts are con
sidered to hold $5,305 million of the maturing 52-week issue, which may be 
refunded at the weighted average discount rate of accepted competitive tenders. 
Amounts issued to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $4,959 million of the maturing issues as agents 
for foreign and international monetary authorities. These may be refunded 
within the offering amount at the weighted average discount rate of accepted 
campetie1ve tenders. Addit~onal amounts may be issued for sueh aeeounts if the 
aggregate amount of new bids exceeds the aggregate amount of maturing bills. 
For purposes of de~ermining such additional amounts, foreign and international 
monetary authorities are considered to hold $1,069 million of the maturing 
52-week issue. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offer~g Circular (31 CPR Part 356, as amended) for the sale and issue 
by ~he Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about the new security are given in the attached offering 
highlights. 

000 
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HIGHLIGHTS OF TREASURY OFFERING OF 52-WEEK BILLS 
TO BE ISSUED JULy 23, 1998 

Offering AmOunt ............ $10,000 million 

Description of Offering: 
Term and type of security 364-day bill 
CUSIP number .....•......... 912795 BZ 3 
Auction date ........••..... July 16, 1998 
Issue date ••..••.•..••..... JUly 23, 1998 
Maturity date ..•....••..... July 22, 1999 
Original issue date •.•..... July 23, 1998 
Maturing amount ..•..•...... $18,830 million 
Min~ bid amount ..•...... $10,000 
Multiples ••.....••......... $1, 000 

Sybmission of Bids: 

July 10, 1998 

Noncompetitive bids •....... Accepted in full up to Sl,OOO,OOO at the 
average discount rate of accepted 
competitive bids 

Competitive bids ..•..•. (1) Must be expressed as a discount rate with 
three dec~ls, in increments of .005%, 
e.g., 7.100\, 7.105%. 

Maximum Recognized Bid 

(2) Net long position for each bidder must be 
reported when the sum of the total bid 
amount, at all discount rates, and the net 
long pOSition is $1 billion or greater. 

(3) Net long position must be deter.mined as of 
one half-hour prior to the closing time for 
receipt of competitive tenders. 

at a Single Yield •...... 35% of public offering 

Maximum Award •••..•••...... 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders Prior to 12:00 noon Eastern Daylight Saving 

time on auction day 

Competitive tenders ••...•.. Prior to 1:00 p.m. Eastern Daylight Saving 
time on auction day 

Payment Tenms •••••.••...... Full payment with tender or by charge to 
a funds account at a Federal Reserve Bank 
on issue date 
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'IREASURY NEWS 
OFFICE OF PUBUCAFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

Remarks Prepared for Delivery 
For release at noon Abidjan time (8 a.m. EDT) 
July 13, 1998 

Treasury Secretary Robert E. Rubin 
Speech to the African Development Bank 

Abidjan, Cote d'Ivoire 

It is a pleasure to speak with all of you today, and I am delighted to be in Abidjan. Let me 
begin by thanking President Kabbaj for that introduction, and for his leadership of the African 
Development Bank. The African Development Bank and the Development Fund and its 
committed staff have contributed significantly to African development finance over the last 35 
years, providing more than $30 billion in resources to African countries. Under President 
Kabbaj's leadership, the African Development Bank has undertaken sweeping reforms that have 
helped restore confidence and optimism to the Bank and effectively positioned the Bank to help 
the nations it serves. We look forward to participating fully in the Bank and to making a 
substantial contribution to replenishing the African Development Fund. 

This is my first trip to Africa -- and I come with great enthusiasm and interest. Part ofth;: 
purpose of our trip is to continue the process the President began with his trip in March: (l) to 
establish regular discussion and introduction between senior officials of our country and those (\:' 
Africa to further improve our working together on the great array of issues of mutual concem. 
and (2) to help convey to Americans an accurate and balanced view of Africa and its many 
countries. As part of all this, and also to share our views on various matters, I greatly look 
forward to discussing the economic issues of Africa -- the opportunities and the challenges -
with gO\'ernment officials, business people, and the others I will be seeing on this trip, at 
meetings like the very concrete and substantive discussions we had last night with Prime 
Minister Duncan and his economic team, and then over dinner with President Bedie. 

[n preparing for this trip. [ spoke to American businesspeople \\ho are active in Africa. 
They all discussed the great differences among African nations and the \'ie\\' that while the 
difficulties in investing in African nations were real, there was also an unfair gap for Illany of 
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those countries between the actual opportunities and problems and the perception of 
opportunities and problems. I'm looking forward to my time here and adding first-hand exposure 
to my understanding ofthe realities of Africa and African nations, and then returning to the 
United States with an enhanced understanding to help inform my work with business and 
financial people, Congress, and the International Monetary Fund, the World Bank, the African 
Development Bank, and others. 

I come as the u.S. Secretary of Treasury, but also as someone who spent 26 years in the 
highly entrepreneurial world of Wall Street. During the time I spent in the private sector, I lived 
first-hand the emergence of the global economy and global financial markets, events that helped 
developing countries around the globe attract investment, foster growth and lift millions of 
people out of poverty. 

But just as those developments have brought enormous opportunities for nations around 
the world, so have they brought new risks, as demonstrated most recently by the financial crises 
in Asia. Countries in many parts of the world, including Africa, have been impacted by the 
Asian crisis. However, as we consider the implications of the Asian crisis for the economic 
development of African nations and their integration into the global economy, it is important to 
remember that many Asia nations, by integrating into the global economy and attracting private 
capital, have had 20 to 30 years of high rates of growth. Countries like the Phillippines, Korea, 
Thailand, Malaysia, Singapore -- and the list goes on -- are far better off today than they were 
before the process of integration began. Having said that, there were also underlying problems, 
which eventually led to crisis, and African nations have the opportunity to learn from the Asian 
expenence. 

A central lesson of the experience of Asia and other developing countries during the last 
25 years is that attracting private sector capital is central to fostering growth. But it is also clear 
that the public sector has a key role to play in creating an environment that attracts private 
investment and allows it to flourish, and in performing functions which markets simply can't 
perform. 

Pursuing policies for success in the global economy is politically difficult in any country, 
and in the United States we certainly have had throughout our history -- and continue to have -
real political struggle around important policy decisions. But we can't and you can't turn away 
from these difficult political challenges. The politics of reform must keep pace with the policies 
of reform. This challenge may well be even greater in many African nations than in many other 
parts of the world, for a variety of historical reasons, but the imperative is no less. 

Against that backdrop, today I would like to discuss how African nations can better 
attract private investment at a time when African nations still depend on official financing for 
most of their needs; how the international financial institutions such as the African Development 
Bank can help them through official financing; and what the United States can do to help African 
nations in creating the environment that attracts investment and more generally in promoting 
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economic development. 

This is a pivotal time in the history of many African countries. Across the region, 
democracy has started to take root and 25 nations have held free elections since 1990. In many 
nations, market reforms have also begun to take hold, and, in response, the region's annual 
average growth rate has risen from less than 2 percent over the period of 1990 to 1994, to 4 
percent in the period from 1995 to 1997. Sixteen countries had growth rates of 5 percent or 
greater. 

In response to these changes, portfolio and foreign direct investors have begun -- though 
this is still just a beginning -- to take a new look at African nations. However, for this process to 
move forward towards its full potential, there is much that the African nations must do. Right 
after President Clinton returned from Africa, a few of us were discussing his trip with him in the 
Oval Office. He said, among other things, that the African leaders were highly focused on 
attracting foreign investment and very much wanted to discuss how to do it. This is part of why 
we are here on this trip. 

Clearly there is an enormous amount to do to achieve desired levels of private investment 
in Africa. Sub-Saharan Africa attracted less than 3 percent of total long-term private capital 
flows to developing countries last year, and the region remains heavily dependent on 
concessionalloans and grants from multilateral and bilateral donors. The relative importance of 
the foreign private sector in financing Africa's development has actually declined since 1970. 
And maybe most important of all is capital flight. One scholar has estimated that 39 percent of 
the private wealth of Africans is held overseas. As a result, African investment rates remain low 
relative to other developing regions. Private investment as a percent of GDP in the newly 
industrialized economies of Asia has been double the rate in sub-Saharan Africa. 

While perception gaps and lack of focus in the industrial countries have played an 
important role in this, so have a wide array of real problems -- many grounded in Africa's history 
-- and too little African focus, prior to recent years, on creating an environment to attract private 
investment. Creating such an environment is critical to the future of African nations, because as 
you look at economic success in countries around the world in recent decades, I think the 
evidence is overwhelming that it is private sector investment and activity that is key to fostering 
economic growth and raising living standards. 

Developing countries focused on attracting capital have a complex set of challenges 
before them. Let me describe six of the elements that I view as particularly critical in the context 
of African nations today in attracting private capital. 

First is political and social stability. Instability is obviously a major deterrent to investors. 
Moreover, in Africa, the problems affect not only the countries involved but the perception of the 
whole continent. The instabilities are extremely serious and must be effectively addressed for 
humanitarian and economic reasons; but we in the industrial world must also learn to draw the 
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appropriate distinctions, a process I hope to further. I might add that strife and social instability 
are obviously extremely complex matters, but an important factor with respect to social stability 
around the world -- and a problem in Africa and in some measure in our country -- is the absence 
of full participation through the whole population in the benefits of economic growth. 

Second is macroeconomic stability -- sustained, sound policies that lay the foundation for 
low inflation and steady growth. 

Third is a sound legal and administrative framework. This includes a legal and judicial 
infrastructure that reinforces private property rights; p'romotes impartial and transparent decision
making by governments; and contains access to fast, transparent and fair legal remedies to 
disputes. Let me also add, as someone who has been around financial markets a long time, 
corruption is a major impediment to economic activity, a deterrent to foreign investment, and 
leads to the misappropriation of scarce resources. 

Fourth is openness to international trade and investment. Regional arrangements that 
break down barriers to trade and investment in a group of countries -- such as those that exist in 
the West African Economic and Monetary Union -- can be very useful to achieve economies of 
scale, larger markets, and policy stability. However, regionalism must be part of a larger strategy 
of global integration, and not an instrument for trade and investment barriers of the region 
towards the global economy. Moreover, while regionalism can be very positive in raising all 
members to the policies of the most forward looking, regionalism has the danger that must be 
avoided of convergence towards the least forward looking. 

Fifth is a well supervised, regulated, and competitive financial system. Experience around 
the world suggests banks, securities firms, insurance companies and pension funds function best 
when in the private sector and operated on a commercial basis. A successful financial sector also 
requires a critical mass of loan officers and bank auditors with the requisite skills to carry out the 
types of financial transactions demanded in a market-based economy and a strong credit culture. 
One of the lessons of financial crises in Asia and elsewhere is that they have almost always either 
been triggered by or exacerbated by problems in the financial sector. 

Sixth is investment in people, which is obviously good in itself, but also critical to 
creating an environment to attract investment. 

In all of these six elements, the international financial institutions have long had an 
important role to play. In addition to the African Development Bank, the World Bank, since its 
first loan to Ethiopia in the 1950s, has lent more than $50 billion to African nations. And the 
IMF, through its concessionallending window, has also been actively engaged in almost all 
African countries at one time or another. 

Having said that, these institutions are dealing with complex and unprecedented issues in 
today's global economy and global financial markets, and for many decisions, there are no easy 
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or sure answers, but instead best judgements and then adjustment when circumstances warrant. I 
believe these institutions are doing a good job, but also must keep changing to reflect our greatly 
and rapidly changing world. I would like to discuss four specific areas in which the IFls are 
changing their practices and should continue to do so. 

First, the IFIs should be more selective in lending and focus on these countries that are 
implementing pro-market reforms. Some argue that putting conditions on assistance is harmful. 
But recent research at the World Bank and elsewhere demonstrates that foreign assistance is of 
little benefit -- and is sometimes harmful -- where the policy environment is not sound. Where 
policies are appropriate, by contrast, aid can be an enormous help in promoting growth. In other 
words, the IFls should help those nations that are doing the most to help themselves. 

Second, the IFIs should focus efforts on areas that catalyze private investment. This can 
be done not only through encouraging effective policy reforms but also by using innovative 
financing vehicles such as equity seed capital and insurance products that can give investors 
great~r confidence. 

Third, each institution should focus on its comparative strengths. The African Bank with 
its unique character as an African institution has a great comparative advantage in focusing on 
governance, agricultural development, and fostering small scale business, including 
micro finance. 

And, with respect to all of the IFls, the programs they do undertake should enjoy a high 
degree of national ownership and participation. 

Fourth, and finally, the banks should focus more attention on building human capital, that 
is, investing in health, education and training. 

The U.S. approach toward the IFls parallels our own economic policies toward African 
nations: assist those countries undertaking the boldest reforms; encourage private sector trade 
investment, and economic activity, and encourage human capital development; and make sure 
that Africans themselves are full partners in this relationship. This is the essence of President 
Clinton's Partnership for Economic Growth and Opportunity with Africa. 

The fundamental purpose of the Partnership is to support the governments in Africa in 
bringing their economies into the global economy and in attracting the private sector. We can do 
so by maintaining our traditional openness to trade and by opening our markets further to 
countries that are most committed to reform and opening markets. We recognize that reduction 
of trade barriers can cause fiscal and balance of payment difficulties in the short-term. To help 
make sure those concerns do not deter bold reformers, we have asked "the IMF and World Bank -
and they have agreed -- to make financing available to help African governments that are 
committed to integrating into the global economy. 
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Another financial constraint the Partnership seeks to address is the burden of excessive 
debt. All told, through bilateral and multilateral programs and the private sector, the international 
community has reduced debt among African nations by more than $35 billion in the last decades, 
with another $40 billion expected under current programs. The United States is committed to 
continuing to provide leadership to reduce indebtedness to sustainable levels -- we are doing so 
through our participation in the Paris Club, our leadership in the HIPC Initiative, and the 
Partnership's commitment to extinguish remaining bilateral concessional debt for the strongest 
reformers. But I should emphasize that debt relief makes sense only in the context of economic 
reform. In the absence of reform, these benefits are likely to be lost. 

The Partnership also aims to use our existing institutions -- the Overseas Private 
Investment Corporation, the U.S. Export Import Bank, and USAID -- with greater effectiveness 
and innovation on Africa's behalf. 

Already President Clinton's trip -- and the changes and trends it highlighted -- has served 
to provide greater and more balanced attention to Africa. Under the President's Partnership, we 
are working to establish the same kind of ongoing dialogue and relationship on economic issues 
with African nations we have in other parts of the world. 

Let me conclude by saying most emphatically that helping Africa's reformers foster 
growth and prosperity is not only in the interest of the African people but very much in the 
economic and national security interests of the American people. It is in that spirit that I have 
discussed with you today the conditions for attracting private investment to African nations and 
the activities of the international financial institutions. The emergence of the global economy and 
the global financial markets has led to increased interdependence of all nations around the world. 
All of us -- the African Development Bank and the other international financial institutions, the 
United States, and the rest of the international community, and most importantly the African 
nations -- must work together to help the people of this continent realize the opportunities in the 
global economy at this important period in their histories. All of us will benefit when African 
nations fulfill their potential, and the United States is committed to reaching that goal. Thank 
you very much. 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 13, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF I3-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
July 16, 1998 
October 15, 199B 
9127945A8 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.970\ 5.102\ 98.744 
High 4.985%- 5.118\ 98.740 
Average 4.980~ 5.114\ 98.741 

Tenders at the high discount rate were allotted I%-. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

29,464,392 
1,308,020 

30,772,412 

87,200 

30,859,612 

3,131,860 
o 

33,991,472 

Bid-to-Cover Ratio = 30,772,412 / 5,701,132 5.40 

1/ Equivalent coupon-issue yield. 

RR-2587 

$ 

$ 

Accepted 

4,393,112 
1,308,020 

5,701,132 

87,200 

5,788,332 

3,131,860 
o 

8,920,192 
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Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 13, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182 -Day Bill 
July 16, 1998 
January 14, 1999 
912795AX9 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 5.000% 5.201% 97.472 
High 5.025% 5.227\ 97.460 
Average 5.025% 5.227\ 97.460 

Tenders at the high discount rate were allotted 52%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

26,822,525 
1,419,509 

28,242,034 

2,371,500 

30,613,534 

3,910,000 
o 

34,523,534 

Bid-to-cover Ratio = 28,242,034 / 4,909,879 = 5.75 

1/ Equivalent coupon-issue yield. 

RR-2588 

$ 

$ 

Accepted 

3,490,370 
1,419,509 

4,909,879 

2,371,500 

7,281,379 

3,910,000 
o 

11,191,379 
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FOR IMMEDIATE RELEASE 
July 14, 1998 

Contact: Michelle Smith 
(202) 622-2960 

IMF ARTICLE IV CONSULTATION WITH THE UNITED STATES 

The Treasury Department is releasing the concluding statement by the staff of the 
International Monetary Fund for this year's Article IV Consultation with the United States (copy 
attached). 

In their statement, IMF staff extend high praise to the U.S. Administration and the 
Federal Reserve Bank for their conduct of economic policy, noting that "[t]he implementation of 
sound monetary and fiscal policies over the past five years has made a major contribution to the 
outstanding performance of the U.S. economy and has helped to establish a solid foundation for 
continued economic expansion." Fund staff also noted the importance of this performance for 
the rest of the world: "From an external perspective, the current strength of the U.S. economy 
will facilitate adjustment in countries affected by the financial crisis in Asia and will help to 
maintain growth in the world economy." 

The strength of the U.S. economy, according to IMF staff, can be attributed to the resolute 
implementation of sound policies. "As a result of decisive actions and their firm 
implementation, the federal fiscal balance has shifted from a large deficit in FY 1992 to an 
expected surplus of Y:z percent of GOP in FY 1998, the first U.S. budget surplus in almost 30 
years. At the same time, monetary policy has supported the economic expansion, while 
maintaining inflation at a low rate. Flexibility in labor and product markets has restrained 
inflationary pressures and bolstered employment growth, reducing the unemployment rate to its 
lowest level in two decades." 

This release is part of a broad effort by the United States to improve the transparency of 
the IMF, which has led to the public distribution of an increasing number of Press Information 
Notices (PINs) for such Article IV consultations, as well as Letters ofIntent stating the policy 
reform undertakings of countries benefitting from an IMF lending program. 
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INTERNATIONAL MONETARY FUND 

1998 Article IV Consultation with the United States of America 

Statement of the Fund Mission 

July 14, 1998 

1. The implementation of sound monetary and fiscal polices over the past five years 
has made a major contribution to the outstanding performance of the U.S. economy and 
has helped to establish a solid foundation for continued economic expansion. As a result 
of decisive actions and their firm implementation, the federal fiscal balance has shifted 
from a large deficit in FY 1992 to an expected surplus of ~ percent of GDP in FY 1998, 
the first U.S. budget surplus in almost 30 years. At the same time, monetary policy has 
supported the economic expansion, while maintaining inflation at a low rate. Flexibility 
in labor and product markets has restrained inflationary pressures and bolstered 
employment growth, reducing the unemployment rate to its lowest level in decades. 
From an external perspective, the current strength of the U.S. economy will facilitate 
adjustment in countries affected by the financial crisis in Asia and will help to maintain 
growth in the world economy. The IMF staff highly commends the authorities for their 
sustained policy efforts and the successful performance of the economy. 

2. Assessing the underlying strength of economic activity in the United States, 
especially in view of the uncertainties associated with the effects of the Asian crisis on 
U.S. growth and economic prospects in these countries, represents a key challenge for 
the monetary authorities in the period immediately ahead. With the U.S. economy 
estimated to be operating at a very high level of resource utilization, preventing the 
emergence of inflationary pressures will depend critically on aggregate demand growing 
at a rate more in line with the economy's productive capacity. Whether inflationary 
pressures will remain quiescent in 1998 and into 1999 also depends on the extent to 
which the various forces that have restrained increases in prices (including the 
appreciation of the U.S. dollar and declines in energy and other commodity prices) can 
be expected to persist. Given recent inflation performance and the prospects for a 
moderation in aggregate demand growth during 1998, the current stance of monetary 
policy is appropriate for the time being. 

3. In the absence of further adverse economic shocks from Asia and the rest of the 
world, labor market conditions are expected to remain tight in the United States, and the 
influence of factors restraining inflation is likely to wane in the period ahead, especially 
as growth picks up abroad, contributing to reduced upward pressure on the value of the 
dollar and diminished competitive pressures and rising commodity prices. The authorities 
will also need to watch developments carefully in asset markets, especially the stock and 



real estate markets, and in the monetary and credit aggregates, all of which have posted 
strong gains recently. Absent deflationary shocks from abroad, and if the underlying 
strength of the U.S. economy reasserts itself, monetary policy is likely to need to be 
tightened at some point beyond the next three to six months. Under these circumstances, 
delaying a monetary policy response until there is clear evidence that inflation is on the 
rise would risk losing hard-won ground on inflation and inflation expectations. It cannot 
be ruled out, however, that monetary policy might instead need to be loosened if weaker 
economic conditions in Asia, together with instability in world financial and foreign 
exchange markets, slow the U.S. economy by significantly more than is currently 
anticipated. 

4. Beyond the immediate questions regarding monetary policy, the future course 
charted for fiscal and structural policies will be critical to ensuring a sustained favorable 
performance of the economy. In the area of fiscal policy" last year's agreement between 
the Administration and the Congress on measures to balance the federal budget by FY 
2002 established a firm foundation for further improvements in the fiscal position over 
the medium term. However, the fiscal restraint exercised since 1993 is already giving 
way in some quarters to premature calls for net tax cuts and/or spending increases. 
Budget discipline is likely to come under additional pressure in the medium term, as 
existing spending caps increasingly restrict discretionary spending at a time when overall 
budget surpluses may be growing. The IMF staff strongly supports efforts to preserve the 
budget surpluses in prospect over the next few years. Achieving these surpluses would 
help contain the growth of aggregate demand in the near term, which is appropriate at 
this juncture, and, more importantly, these surpluses could serve as a down payment 
toward resolving the longer-term financial problems of the Social Security and Medicare 
programs. 

5. The IMF staff believes that an appropriate longer-term fiscal policy objective would 
be for the authorities to deal promptly with the looming financial problems of Social 
Security and Medicare, while keeping the rest of the budget in balance. In this way, 
sufficient resources could be set aside to meet Social Security's and Medicare's future 
spending requirements. At the same time, a sound fiscal position would be maintained, 
giving a needed boost to national savings. 

6. Efforts to address Medicare's longer-term financing needs should not rely solely on 
increases in payroll taxes and should distribute the cost of improving Medicare's finances 
across generations. Refonn options to be considered include combinations of increases 
in the Medicare payroll tax, further constraints on payments to health-care providers, 
increases in the costs paid by Medicare beneficiaries, and some increase in the age of 
eligibility. It has also to be recognized that a once-and-for-all fix to Medicare's long-term 
finances may not be possible, owing to the difficulties in projecting the demand for 
health care and the costs of medical services, and periodic adjustments in the program 
might be required. 



7. It is also important to put in place a plan to shore up Social Security's longer-term 
financial position as soon as possible. A combination of relatively small increases in 
contribution rates and reductions in benefits (together equivalent to roughly an increase 
of 2';4 percentage points in contribution rates) would be sufficient to restore the system's 
long-term financial viability, if these changes were enacted soon. The IMF staff believes 
that prompt action to shore up the longer-term finances of the system by small 
adjustments in its parameters would be preferable to a more radical reform. More radical 
approaches to reform, such as a full privatization of the system, on their own are not 
likely to provide the increase in national savings needed to address the long-term 
financial problems associated with the aging of the population. They could also entail 
considerable risks associated with uncertainties regarding their implementation and 
performance. Moreover, a more radical reform could face significant political hurdles 
that could unduly delay its implementation. 

8. Tax measures proposed by the Administration in its FY 1999 Budget continue a 
tendency to use tax incentives to promote specific economic or social objectives. Such 
incentives increasingly complicate the income tax system and undermine the 
simplification of the tax code achieved by the Tax Reform Act of 1986. The IMF staff 
urges the authorities to consider measures to simplify the income tax system (including 
reductions in tax expenditures and possible modifications in the tax rate structure to limit 
the number, and lower the level, of marginal tax rates). 

9. The appreciation of the U.S. dollar in late 1997 and early 1998 and the 
accompanying rise in the U.S. external current account deficit will have the short-term 
salutary effect of supporting external adjustment in the hard-hit Asian economies, while 
helping to ease demand pressures in the United States. As the economic situation in Asia 
stabilizes, the IMF staff believes that some reversal of safe-haven capital flows and some 
depreciation of the dollar can be expected, contributing to a narrowing in the U.S. 
external current account deficit. Over the medium term, an additional real depreciation 
of the dollar may be needed if large current account deficits persist. Given the continued 
implementation of fundamentally sound macroeconomic policies in the United States, 
it is expected that this correction in the dollar's value will be an orderly process. 
Moreover, a crowding out of U.S. investment (potentially stemming from a correction 
in the external deficit) could be avoided by pursuing the longer-term fiscal policy 
objective of setting aside the necessary resources to meet the future spending 
requirements of Social Security and Medicare and keeping the rest of the budget in 
balance, which would significantly raise national saving. 

10. The IMF staff commends the authorities for their continued efforts to promote trade 
liberalization on terms supportive of the multilateral trading system, and emphasizes that 
it is important that the United States continues to playa leadership role in this area. It is 
also important in the period immediately ahead that protectionist pressures, whi-:h may 
arise as a result of the effects on trade flows of the crisis in Asia, are strongly resisted. 
The United States remains a major force behind the advancement of trade liberalization 
in new sectors (for example, information technology and telecommunications) and 



through regional (including the North American Free Trade Agreement, and the initiative 
for a Free Trade Area of the Americas) and multilateral fora. The IMF staff also 
commends the authorities for their use of the WTO's dispute-settlement mechanism to 
resolve trade disputes, rather than resorting to unilateral actions as was done at times in 
the past. Notwithstanding strong U.S. support for open trade, sectors such as agriculture 
and textiles and apparel have retained relatively high trade barriers. The IMF staff urges 
the United States to lead by example in accelerating trade liberalization of these sectors. 

11. The Administration's FY 1999 Budget would hold official development assistance 
at historically low levels as a percentage of GDP over the five-year budget horizon. The 
IMF staff urges the authorities to restore the leadership role of the United States in this 
area by making every effort to raise ODA expenditures, helping to reverse a downward 
spiral in such assistance that appears to have developed on a world-wide basis. 
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It is a pleasure to speak with you today and I am delighted to be in South Africa, and here 
in Soweto at Vista University. Soweto is a place that for the many people of your nation and for 
many around the world is a symbol the struggle to achieve political rights, social stability and 
economic opportunity. After visiting some entrepreneurs here this morning and looking out at 
this audience of students, I see Soweto also emerging as a place of hope. 

This is my first visit to South Africa, indeed, my first to Africa and I come with great 
enthusiasm and interest. Part of the purpose of this trip is to continue the process President 
Clinton began with his trip in March: first, to establish regular focus and discussion among 
senior officials of our country and those of Africa to further improve our working together on the 
great array of issues of mutual concern, and second, to help convey to Americans an accurate and 
balanced view of Africa and its many countries. 

I'm here in my capacity as the U.S. Secretary of Treasury, but also as someone who spent 
26 years in the highly entrepreneurial world of Wall Street. During the time I spent in the private 
sector, I lived first-hand the emergence of the global economy and global financial markets, 
events that helped developing countries around the globe attract investment, foster growth and 
lift millions out of poverty. 

But just as those developments have brought enormous opportunities for nations around 
the world, so have they brought new risks. This was demonstrated most recently by the financial 
crises in Asia, which has affected nations in many other parts of the world including South 
Africa. However, as we all consider the implications of the Asian crisis for the development of 
African nations and their integration into the global economy, it is important to remember that 
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many Asian nations -- while having underlying problems which eventually led to crisis -- by 
integrating into the global economy and attracting private capital, have had twenty to thirty years 
of high rates of growth. Countries like the Phillippines, Korea, Thailand, Malaysia, Singapore -
and the list goes on -- are far better off today than they were before the process of integration 
began. 

South Africa now has the opportunity to learn from the Asian experience. Moreover, 
South Africa, as the largest economy in Sub-Saharan Africa, has an unique opportunity to be a 
force in Africa's economic development and integration into the global economy to the benefit of 
South Africa, the other nations of Africa, and the rest of the world. 

Against that backdrop, today I want to discuss some of the economic challenges South 
Africa faces that are critical to promoting long term economic growth and social well-being. 
There are obviously many such challenges, as there are in any country, including my own, but I 
want to focus on three that strike me as particularly important for the South Africa of tomorrow: 
making the economy work for all South Africans; deepening the integration between South 
Africa and its neighbors, and furthering the integration of South Africa and other African nations 
into the global economy. 

South Africa has achieved a great deal as it has undergone tremendous political and 
economic changes in the last few years. Those who believed that South Africa's economy would 
collapse under majority rule have been proven wrong. Macroeconomic policies have been strong 
and stable, and the GEAR <Growth, Employment and Redistribution> program sets forth a 
medium term plan to keep them that way. 

But as you know well, South Africa has enormous challenges ahead. More than half of 
blacks live below the official poverty line, and one out of three black males and almost half the 
black females are unemployed. And many black South Africans lack the basic necessities of life. 
About 67 percent of black households do not have running water, compared to less than 3 
percent of white households. 

As President Mandela and Deputy President Mbeki have stressed, the key for South 
Africa is to bring the majority popUlation into the economic mainstream. In my view, no nation
- very much including the United States -- can ever achieve anything close to its full economic 
potential until its economy works for all its people. Moreover, this isn't just an economic 
imperative; it's also key to fostering social well-being and a sense of community. 

My years in the private sector, followed by my experience in the public sector, have 
given me the opportunity to look at the U.S. economy and many others -- both developing and 
developed -- and from that experience to draw some observations about the essential elements for 
economic success. Each economy, of course, is different, but I would like to focus on four areas 
that seem to me critical to promoting growth in South Africa and broad-based participation in the 
benefits of that growth. 
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First is to continue pursuing the strong macroeconomic policies that have proven so 
critical to sustaining South Africa's financial stability during the transition from apartheid. 
Despite recent financial market pressures, I believe that South Africa's key macroeconomic 
policies, now embodied in the GEAR program, are on the right track. 

Second is to provide quality education for all. In the global economy, economic success 
requires a well-educated workforce. South Africa has spent over 21 percent of its budget on 
education since 1990, but the legacy of apartheid has left the majority population undereducated. 
The challenge now is to give to the whole population access to quality education -- a challenge, I 
might add, that we are still working to meet in our country. 

Third is to find ways to make labor markets more flexible while protecting the interests of 
workers. There are never easy answers, but it is important that labor policies and practices pay 
attention to those who seek jobs as well as to those who have them, and also to consistent and 
sustained growth in productivity. Productivity growth is the only path over time to 
competitiveness in the global economy, lower unemployment and higher standards of living. 

Fourth is to expand access to capital. South Africa has a world class, sophisticated 
system of banking and finance. However, access to credit is very unequally distributed. This is 
partly a legacy of apartheid, under which large segments of the popUlation were prevented from 
having title to property. And the South African banking sector did not serve the great majority of 
the population. One of the most important steps South Africa can take is to develop a formal 
banking sector to which all creditworthy borrowers -- be it to borrow to start a large or small 
business or to buy a house -- can gain access to credit. 

Let me comment about one aspect of access to capital which I feel could be especially 
important, microfinance to provide access to credit for people who currently lack such access. At 
a time when the existing formal economy does not create sufficient jobs, microenterprises and 
small businesses can offer the prospect of sustainable incomes and entry into the formal 
economy. Earlier today I visited a child care facility here in Soweto, a microenterprise that not 
only creates jobs, but also enables parents to more readily to go to work. I also participated in a 
round table discussion on this subject where the advantages that microfinance can bring to South 
Africa were made clear. I have participated in similar discussions in distressed inner cities in the 
United States, where we are experimenting with similar programs to expand access to credit in 
under-served areas. While circumstances are quite different in our two countries, I believe we can 
learn from each other in this area. 

Let me tum now to the challenge of regional integration which I believe can be a force for 
growth throughout Africa. 

South Africa has been a leader in regional integration through its participation in the 
Southern African Deve.0pment Community. With its sophisticated financial system, global 
linkages and expertise in vital sectors such as mining, South Africa is well positioned to benefit 
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from deepening and broadening economic integration with your neighbors. This will benefit your 
neighbors' economies in the process. By hannonizing laws, regulations and institutions, South 
Africa and its neighbors can achieve economies of scale, create larger markets, and promote 
better policies, all of which will promote investment and growth. 

I know that some in the region worry that their economies are not yet strong enough to 
integrate with South Africa's much more developed economy. Likewise, many in South Africa 
worry that local industries will relocate to those economies where labor costs are lower. These 
sorts of debates also take place in the United States concerning our trade policies, but I think all 
the evidence is that trade among countries benefits all participants, whatever their relative stage 
of development. The key is to focus on education and training to maintain a competitive work 
force and help those who are dislocated as a result of trade or technology to re-enter the economy 
quickly. 

All over the continent countries are coming together in regional groupings. On Monday, I 
met with eight central bank governors in Abidjan representing the nations of the West African 
Economic and Monetary Union, where we had an interesting discussion on their plans to develop 
a common external tariff, a regional stock exchange, cross border bank licensing, and common 
banking regulations in all eight countries, in addition to its existing common currency, exchange 
rate and monetary policy. Tomorrow I will travel to Namibia for a SADC conference and later 
this week I will travel to Kenya to discuss the revival of the East African Cooperation group 
among Kenya, Tanzania and Uganda. 

Many of these efforts revolve around integrating financial markets, where I have spent 
my whole working life. I think there is no question that for financial markets to be successful 
they need to mobilize savings, attract capital and mobilize resources efficiently, and have a 
substantial infrastructure and appropriate regulatory structure. Uniting several economies into 
one financial system can meet these requisites better than a single economy can on its own. 

Having said that, regionalism must be part of a larger strategy of global integration, not 
an instrument for erecting trade and investment barriers around the region and towards the global 
economy. Moreover, while regionalism can be very positive in raising all members to the 
policies of the most forward looking, it should not be used as an excuse to slow reform to the 
pace and level of the least forward looking. 

This question of global integration is the third challenge I wish to discuss. As I noted 
earlier, emerging markets around the globe have benefited enormously from global integration, 
even taking into account the recent crisis. I know the recent pressure on the Rand has raised 
questions in South Africa about the appropriate path going forward. I believe strongly that South 
Africa should continue to follow the path of global economic integration. The experience of 
economically developed and developing nations around the world provides strong evidence that 
integration into the global economy produces su.:itained growth and higher standards of living by 
promoting internal competitiveness and encouraging an economy to make the best use of its 
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resources. However, global integration must be combined with a strong commitment to prudent 
macroeconomic policies, a sound and well-regulated domestic financial system, and transparency 
in government and business operations. 

Pursuing policies -- policies that are essential to success in the global economy -- is 
politically difficult in any country, and in the United States, we certainly have had throughout 
our history -- and continue to have -- real struggle around forward looking economic policy 
decisions. Moreover, this challenge may be heightened in South Africa, by the legacies of 
apartheid. But we can't and you can't turn away from these difficult political challenges. The 
politics of reform must keep pace with the policies of reform. 

And as you pursue those policies, we are committed to standing with you and supporting 
you, because the success of South Africa and the other nations of Africa is not only in your 
interest but ours as well. That mutuality ofinterest is fundamental to President Clinton's 
Partnership for Economic Growth and Opportunity with Africa. One contribution the United 
States can make is to maintain and increase our traditional openness to trade to those countries 
that do the most to reform their economies. With South Africa we can even envisage the day 
when we can conclude a free trade agreement together. 

This afternoon I have focused on broadening opportunity within the nation, regional 
integration and global integration because all three are critical to the future of South Africa, as 
well as other nations in the region. A nation that integrates globally will enjoy the maximum 
opportunity to raise their standards of living for their people. A region that integrates all its 
nations can offer a strong base from which to attract investment and promote growth. And a 
nation that integrates all its citizens economically will have an advantage in today's competitive 
economy. 

As students representing South Africa's leaders of tomorrow you will bear the 
responsibility of creating a strong South Africa for the future, with an economy that works to the 
benefit of everyone. Let me say that I have been fortunate in my career, to have had an 
extraordinary experience during my time in the private sector, followed by the opportunity over 
the past five and a half years to bring that experience to bear on the great public policy issues 
facing our country. I've found that extremely rewarding and I hope that you will consider 
bringing your experience to bear, whether it be from the private sector or the public sector on the 
great challenges facing your country. I wish you the best as you face these challenges, and help 
South Africa prosper in the years and decades ahead. Thank you very much. 

-30-
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(202) 219-3350 

TREASURY'S INFLATION-INDEXED SECURITIES 
AUGUST REFERENCE CPI NUl\1BERS AND DAlLY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (Cpn numbers and daily 
index ratios for the month of August for the following Treasury inflation-indexed securities: 
(1) the 3-3/8% 10-year notes due January 15, 2007, (2) the 3-5/8% 5-year notes due July IS, 
2002, (3) the 3-5/8% 1 O-year notes due January 15, 2008, and (4) the 3-5/8% 30-year bonds due 
April 15, 2028. This information is based on the non-seasonally adjusted U.S. City Average All 
Items Consumer Price Index for All Urban Consumers (CPI-U) published by the Bureau of Labor 
Statistics of the U.S. Department of Labor. 

In addition to the publication of the reference CPI's (RefePI) and index ratios, this 
release provides the non-seasonally adjusted CPI-U for the prior three-month period. 

This information is available through the Treasury's Office of Public Affairs automated fax 
system by calling 202-622-2040 and requesting document number 2591. The infonnation 
is also available on the Internet at Public Debt's web site (http://www.publicdebttreas.gov). 

The information for September is expected to be released on August 18, 1998. 
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I 
Security: 

! 
Description: 

I 
CUSIP Number: 

I Dated Date: 
Originallasue Date: 
~ddiUonalls6ue Date: 

Maturity Date: 
Rof CPt on Dated Date; 

Date RefCPI 

~ug. 1 1998 162.80000 
~ug. 2 1998 162.80645 
~ug. 3 1998 162.81290 
~ug. 4 199B 162.81935 
Aug. S 1998 162.82581 
Aug. 6 1998 16283226 
~ug. 1 1998 162.83871 
Aug. 8 1898 162.84516 
~ug. 9 1898 162.85161 
Aug. 10 1998 162.85806 
Aug. 11 1998 162.86452 
Aug. 12 1998 162.87097 
Aug. 13 1998 162.87742 
Aug. 14 1998 162.88387 
Aug. 15 1998 162.89032 
Aug. 16 1998 162.89677 
Aug. 17 1998 162.90323 
~ug. 18 1998 162.90968 
Aug. 19 1998 162.91613 
Aug. 20 1898 162.92258 
Aug. 21 1998 162.92903 
Aug. 22 1998 162.93548 
Aug. 23 1998 162.94194 
Aug. 2-4 1998 162.94839 
Aug. 25 1998 162.95484 
Aug. 26 1998 162.96129 
Aug. 27 19118 162.96714 
Aug. 28 1998 162.97419 
Aug. 29 1998 162.98065 
Aug. 30 1998 162.98710 
Aug. 31 1998 162.99355 

CPI-U (NSAI for: April 1998 

TREASURY INFLA TION..JNDEXED SECURITIES 
Ref CPI and Index Ratios for 

August 1998 

3-3/8% 10-Year Notes 3-5/B% 5-Year Note6 
Series A·2001 5erle6 J·2002 
9128272M3 9128273A8 
January 15. 1997 July 15.1997 
February 6, 1997 July 15, 1991 
April 15, 1997 October 15,1991 

January 15, 2007 July 15, 2002 
158.43548 160.15484 

Indell Ratio Indell Ratio 

1.02755 1.01652 
1.02759 1.01656 
1.02163 1.01660 
1.02767 1.01664 
1.02771 1.01668 
1.02775 1.01612 
1.02779 1.01676 
1.02783 1.01680 
1.02787 1.01684 
1.02791 1.01688 
1.02795 1.01692 
1.02800 1.01696 
1.02804 1.01700 
1.02808 1.01704 
1.02812 1.01708 
1.02816 1.01712 
1.02820 1.01716 
1.02824 1.01720 
1.02828 1.01724 
1.02832 1.01728 
1.02836 1.01732 
1.02840 1.01736 
1.02844 1.01740 
1.02848 1.017-44 
1.02852 1.01748 
1.02857 1.01752 
1.02861 1.01756 
1.02865 1.01760 
1.02869 1.01764 
1.02813 1.01768 
1.02877 1.01772 

162.5 May 1998 
-- -

3-5/8% 10-Year Notes 3·518'/0 30·Year Bonds 
Series A-200B Bonds of April 2028 
912821311 912B10FD5 
January 15. 1998 April 15. 1998 
January 15, 1998 April 15, 1998 

July 15, 1998 

January 15, 2008 April 15, 2028 
161.55484 181.74000 

In del( Ratio 'ndell Ratio 

1.00771 1.00655 
1.00775 1.00659 
1.00778 1.00663 
1.00783 1.00667 
1.00781 1.00671 
1.00791 1.00675 
1.00195 1.00679 
1.00799 1.00683 
1.00803 1.00687 
1.00807 1.00691 
1.00811 1.00695 

I 
1.00815 1.00699 
1.00819 1.00703 
1.00823 1.00707 
1.00827 1.00711 
1.00831 1.00715 
1.00835 1.00719 
1.00839 1.00123 
1.00843 1.00727 
1.00847 1.00731 
1.00851 1.00735 
1.00855 1.00739 
1.00859 1.00743 
1.00863 1.00747 
1.00867 1.00751 
1.00871 1.00755 
1.00875 1.00759 
1.00819 1.00763 
1.00883 1.00767 
1.00887 1.00771 
1.00891 1.00775 

162.8 June 1998 163.0 
_. 
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EMBARGOED UNTIL 2: 30 P. K. 
July 14, 1998 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of F~ancing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling approxi
mately $13 , 000 million, to be issued July 23, 1998. This offering will provide 
about $300 m~llion of new cash for the Treasury, as the maturing publicly held 
13-week and 26-week bills are outstanding in the amount of $12,705 million. In 
addition to the maturing 13-week and 26-week bills, there are $13.525 million of 
maturing publicly held 52-week bills. The disposition of this latter amount was 
announced last week. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $12,581 million of the maturing bills. These accounts are 
considered to hold $7,276 million of the maturing 13-week and 26-week issues, 
which may be refunded at the weighted average discount rate of accepted 
co=petitive tenders. Amounts issued to these accounts will be in addition to 
the offering amount. 

Federal Reserve Banks.hold $4,866 million of the maturing issues as agents 
for foreign and international monetary authorities. Up to $3,000 million of 
these securities may be refunded within the offering amount in each of the 
auctions of 13-week bills and 26-week bills at the weighted average discount 
rate of accepted competitive tenders. Additional amounts may be issued in each 
auction for such accounts to the extent that the amount of new bids exceeds 
$3,000 million. Foreign and international monetary authorities are considered 
to hold $3,797 million of the original 13-week and 26-week issues. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington. D. c. This offering 
of Treasury secur1~1es is governed by che cerms and conditions set forth in the 
Uniform Offer~9 Circular (31 CFR Part 356. as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached offering 
highlights. 
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HIGHLIGHTS O~ TRB~SURY OFFERINGS OF W8B~Y BILLS 
TO BE ISSUED JULy 23, 1998 

Offering Amount ............................ $5,7 SO million 

Description of Offering' 
Te~ and type of security ••.•.........•..•. 91-day bill 
C17SIP number ..•..•••...•••••.•........•.••. 9127'5 AN 1 
~uction date ••....•.......•..•.........•••. July 20, 19'B 
IS8ue date ..•.........•.•..•....•..•..••.•. July 23, 1998 
Maturity date ........•.••...•.....••..•••.. October 22, 1998 
Original issue date ............••..••....•. April 23, 1998 
CUrrently outstanding ...•......•••.••...... $10,765 million 
Minimum bid amount ......•....•.... , .•....•• $10,000 
Multiples ..........•....•.........••....... $ 1, 000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 

July ~4, 1998 

$7,250 million 

182-day bill 
912795 AY 7 
JUly 20, 1998 
JUly 23, 1998 
January 21, 1999 
July 23, 1999 

$10,000 
$ 1,000 

Noncompetitive bids .•.•.•....•....••••.•.•. Accepted in fu11 up to $1,000,000 at the average 
discount rate of accepted competitive bids. 

Competitive bide ........................... (1) Hust be expressed as a discount rate with three decimals in 

Maximum Recognized Bi~ 

increments of .005%, e.g., 7.100\, 7.105%. 
(2) Net long position for each bidder must be reported when the 

8um of the total bid amount. at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be dete~ined a8 of one half-hour 
prior to the closing time for receipt of competitive tendars. 

at a Single Yie14 ..•.•...•••••..•.....•. 35' of public offering 

Maximum Award •••......•......••••.•.•....•• 35% of public offering 

Receipt of Tenders; 
None. _mpeti ti ve tenders .....•.••••..•...•.•• 

Competitive tenders ........................ 
'aymen t Terll'\s ..•........ ,. .................. . 

Prior to 12:00 noon Eastern Daylight Saving time on 
auction day 
Prior to 1100 p.m. Eastern Daylight Saving time on 
auction day 

Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank·on issue date 
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FOR IMMEDIATE RELEASE 
July 14, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY FLOODING IN NEW YORK 

The Bureau of Public Debt took action to assist victims of flooding in New York by expediting the 
replacement or payment of United States Savings Bonds for owners in the affected areas. The 
emergency procedures are effective immediately for paying agents and owners in those areas of 
New York affected by the storms. These procedures will remain in effect through August 31, 
1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. Most 
financial institutions serve as paying agents for savings bonds. 

New York counties involved are Cattaraugus, Clinton, Erie, Essex, Franklin and Wyoming. 
Should additional counties be declared disaster areas the emergency procedures for savings bonds 
owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-1048, available at most financial institutions or by writing the Pittsburgh 
Federal Reserve Bank's Savings Bond Customer Service Department, 717 Grant St., Pittsburgh, 
Pennsylvania 15219; phone (412) 261-7800. This form can also be downloaded from Public 
Debt's website at: www.publicdebt.treas.gov. Bond owners should include as much information 
as possible about the lost bonds on the form. This information should include how the bonds were 
inscribed, social security number, approximate dates of issue, bond denominations and serial 
numbers if available. The completed form must be certified by a notary public or an officer of a 
financial institution. Completed forms should be forwarded to Public Debt's Savings Bond 
Operations Office located at 200 Third St., Parkersburg, West Virginia 26106-1328. Bond owners 
should write the word "STORMS" on the front of their envelopes, to help expedite the processing 
of claims. . 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington. DC 20239 

FOR IMMEDIATE RELEASE 
July 14, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF TIIE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY FLOODING IN VERMONT 

The Bureau of Public Debt took action to assist victims of flooding in Vermont by expediting the 
replacement or payment of United States Savings Bonds for owners in the affected areas. The 
emergency procedures are effective immediately for paying agents and owners in those areas of 
Vermont affected by the storms. These procedures will remain in effect through August 31,1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. Most 
financial institutions serve as paying agents for savings bonds. 

Vermont counties involved are Addison, Chittenden, Franklin, Lamoille, Orange, Rutland, 
Washington and Windsor. Should additional counties be declared disaster areas the emergency 
procedures for savings bonds owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-I048, available at most fmancial institutions or by writing the Pittsburgh 
Federal Reserve Bank's Savings Bond Customer Service Department, 717 Grant St., Pittsburgh, 
Pennsylvania 15219; phone (412) 261-7800. This form can also be downloaded from Public 
Debt's website at: www.publicdebLtreas.gov. Bond owners should include as much information 
as possible about the lost bonds on the form. This information should include how the bonds were 
inscribed, social security number, approximate dates of issue, bond denominations and serial 
numbers if available. The completed form must be certified by a notary public or an officer of a 
financial institution. Completed forms should be forwarded to Public Debt's Savings Bond 
Operations Office located at 200 Third St., Parkersburg, West Virginia 26106-1328. Bond owners 
should write the word "STORMS" on the front of their envelopes, to help expedite the processing 
of claims. 

000 

:n.Hp:/!www.ptlloUcdehunas.gov 



DEPARTMENT OF THE TREASURY 

omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

EMBARGOED UNTIL 9:30 A.M. EDT 
Text as Prepared for Delivery 
July 16, 1998 

TREASURY ASSISTANT SECRETARY FOR FINANCIAL INSTITUTIONS 
RICHARD S. CARNELL 

Subcommittee on Financial Institutions and Consumer Credit 
House Committee on Banking and Financial Services 

Madam Chairwom~ and members of the Committee, I appreciate this 
opportunity to present the Administration's views on streamlining and reducing the costs 
of depository institution regulation. 

This Administration strongly supports regulatory reform. We have taken 
numerous steps to reduce the costs and improve the quality of depository institution 
regulation. For example, the OCC and OTS have each carried out a line-by-line review 
of their regulations to streamline procedures and eliminate needless requirements. In 
addition, each is in the process of putting its regulations into plain English. Each agency 
has also streamlined its examination for smaller well-capitalized, well-managed 
institutions. 

Madam Chairwoman, your July 2 letter listed four specific questions on which you 
sought the Administration's views. In my testimony, I will discuss each of those 
questions and then raise one other issue about the draft bill. Attached to my testimony 
are detailed comments on each section of the June 19 draft bill. 
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Removing Interest Rate Restrictions 

Section 102 of the bill would, upon enactment, pennit banks and thrifts to offer 
NOW accounts for businesses, and would repeal existing prohibitions on their paying 
interest on demand deposits. An alternative version of section 102 would delay its 
effective date until October 1, 2004, but would immediately allow depository institutions 
to pennit the owner of any interest earning deposit or account to make up to 24 transfers 
per month to another account of the owner at the same institution. The Federal Reserve 
could choose to consider this account a transaction account having reserve requirements. 

Both versions of section 102 would ultimately eliminate a needless government 
control on the price banks pay for business deposits, consistent with the earlier 
elimination of Regulation Q ceilings on rates paid on other deposits. The result should be 
more efficient resource allocation. Moreover, small businesses, including minority
owned businesses, stand to benefit from increasing the rate they earn on transaction 
accounts from zero to a market rate. Larger firms can more easily offset the lack of 
interest on transaction accounts by using sweep accounts to earn interest or by obtaining 
price concessions on other bank products. 

We support repealing the prohibition against paying interest on demand deposits. 
Such a repeal would render NOW accounts obsolete, leaving no need to specify that 
businesses may have such accounts. 

We do not support the alternative proposal to delay repeal for six years. There is 
no compelling case for more than a modest delay in making competitive rates available to 
bank customers, and no need for complicated and lengthy transitional arrangements like 
the 24 transfers-per-month cap on interest-earning accounts. We would therefore urge 
making the repeal effective within six months after enactment. Prompt removal of these 
outdated restrictions would particularly benefit small businesses. 

Paying Interest on Reserve Balances 

Section 101 of the bill would permit the Federal Reserve to pay interest on 
balances maintained at a Federal Reserve Bank. The Federal Reserve would pay a rate 
not to exceed "the general level of short-term interest rates," thereby eliminating a cost to 
depository institutions that their nondepository competitors do not face. Depository 
institutions can currently reduce this cost, but only by expending the resources needed to 
adopt such artifices as sweep accounts. In addition, the Federal Reserve believes that 
paying interest on reserves should help to reduce the volatility of the federal funds rate 
and any resulting inefficiencies in short-term cred~t markets, thereby making monetary 
policy easier to implement through open market operations. 
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However, section 101 would result in a shift of significant revenues from 
taxpayers to the banking industry. For example, the Office of Management and Budget 
(OMB) estimates that paying interest on required reserve balances would cost taxpayers 
$800 million over the period 1999-2003. But OMB's estimate did not cover the payment 
of interest on other balances maintained at the Federal Reserve, such as excess reserve 
balances or required clearing balances, which the language of section 101 would appear 
to cover. To the extent that any of such other balances qualify for interest payments, the 
cost to taxpayers may increase appreciably beyond OMB's estimate. Given the many 
high priority claims on scarce budget resources, the potentially high cost, the banking 
industry's current robust earnings, and the failure to identify an acceptable offset, we do 
not believe there is sufficient reason to make these changes at this time. 

Funding the Interest Payments on FICO Bonds 

Section 103 of the bill would transfer to the Financing Corporation (FICO) certain 
funds now in the Federal Deposit Insurance Corporation's Bank Insurance Fund (BIF) 
and Savings Association Insurance Fund (SAIF). 

Congress created FICO in 1987 to issue bonds and use their proceeds to shore up 
the former thrift deposit insurance fund. FICO issued $8.2 billion in bonds. To pay the 
interest due on those bonds, it levies assessments on deposits in FDIC-insured banks and 
savings associations. Section 103 would reduce those assessments on banks and savings 
associations by requiring BIF and SAIF to pay up to 25 percent of FICO's annual interest 
costs -- ahnost $200 million per year. 

We strongly oppose section 103, which would upset the results of long and 
difficult negotiations that successfully resolved the nation's thrift deposit insurance 
problems. That solution, enacted in 1996, (1) required thrift institutions to capitalize 
SAIF by paying a special assessment on their deposits, and (2) required all FDIC-insured 
institutions to help pay FICO interest costs -- which was and is reasonable in view of how 
such institutions benefitted from the many billions of taxpayer dollars expended to 
resolve the problems of troubled thrift institutions and uphold the government's deposit 
insurance guarantee. Spread across all FDIC-insured institutions, FICO costs are minimal 
and are particularly manageable in light of the strong profits banks and thrifts have 
enjoyed over the last several years. 

In diverting money from the deposit insurance funds to enhance the current 
earnings of banks and thrifts, section 103 would set a troublesome precedent. Former 
FDIC Chairman Helfer warned repeatedly in 1995 and 1996 that "the use of deposit 
insurance funds for purposes other than the protection of deposits can crl.ate future 
problems." There is no justification for draining the government's deposit insurance 
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funds and increasing the exposure of the taxpayers who stand behind the funds. 
Moreover, because section 103 would increase the government's borrowing requirements, 
it would effectively shift additional costs for the S&L clean-up from the bank and thrift 
industries to taxpayers. 

Eliminating the SAIF Special Reserve and the Deposit Insurance Fund Special 
Reserve 

Your July 2 letter asked for our views on repealing the current requirement that the 
FDIC establish a SAIF special reserve on January 1, 1999, by transferring out of SAIF 
any reserves that, as of that date, exceed 1.25 percent of SAIF -insured deposits. The 
FDIC estimates the required transfer at some $880 million to $1.35 billion. Subsequent 
determination of SAIF' s reserve ratio would exclude these funds, which could affect 
SAIF premium rates if the fund's reserve ratio fell below the designated ratio of 1.25 
percent. The special reserve would become available only if SAIF' s reserve ratio were to 
fall to half of the designated reserve ratio and were expected to remain at or below that 
level for a year. 

Should there be a merger ofBIF and SAIF (a fund merger would occur under 
current law if another law is enacted eliminating the thrift charter), the special reserve 
would become a reserve of the merged fund, the Depository Institution Fund (DIF), 
available under the same conditions as for SAIF. The proposal would repeal the 
requirement for a SAIF or DIF special reserve. 

Such a change should not adversely affect the budget or have untoward 
consequences for the deposit insurance funds. We do not object to it. 

Protecting Confidential Information Obtained through the Supervisory Process 

Sections 501 and 502 would promote the exchange of confidential infonnation 
between depository institutions and their respective regulators by protecting certain 
supervisory infonnation from disclosure to private litigants. Such infonnation would 
include examination reports, inspection reports, correspondence from an agency to the 
institution, and correspondence from the institution responding to an agency in 
connection with an examination, inspection, and the like. 

In any such communications, examiners should be able to focus exclusively on the 
safety and soundness of the institution, without anxiety about disclosure in subsequent 
lawsuits. By alleviating such anxiety, the proposal would encourage frank and forthright 
discussions between the examiner and institutions on supervisory matters. Such 
supervisory infonnation would become the property of the agency and precluded from 
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disclosure to any other person. However, the agency would retain the right to disclose 
the infonnation itself. Congressional committees and the GAO would continue to have 
access to relevant infonnation notwithstanding sections 501 and 502. Disclosure of such 
infonnation without the permission of the agency would be prohibited, except for 
statistical material that does not disclose the affairs of any person. Federal courts would 
have exclusive jurisdiction over actions to compel disclosure of such infonnation. We 
support the goals of sections 501 and 502, because a more open supervisory envirorunent 
should help benefit safety and soundness. We look forward to working with the 
Committee to refine these sections so as to accommodate any law enforcement concerns. 

Community Reinvestment Act Concerns 

Section 310 seeks to eliminate the application of the Bank Merger Act's filing and 
approval requirements for mergers between banks in the same holding company, subject 
to a 10-day prior notice requirement to the appropriate regulator. The regulator would 
then have 10 days from receipt of the notice to determine whether or not to require a full 
application with respect to the transaction. 

We strongly oppose this provision, which has appeared in previous regulatory 
burden relief proposals. Community Reinvestment Act (CRA) review is required under 
the Bank Merger Act, and section 310 would eliminate the required analysis. Regulators 
could opt to conduct a CRA review, but even then they would have only 10 days -- too 
little time to determine whether the transaction raises CRA concerns. The regulator must 
solicit comments from the public and assess the institution's perfonnance, which, in the 
case of an institution operating on an inter-state basis, requires more than 10 days. 

To reconcile the CRA-related concerns with the shared objective of streamlining 
the applications process, section 310 should be amended to require that the applicant 
publish a notice of such applications (e.g., in a newspaper of general circulation). 
Interested persons must then be given sufficient time after publication to comment on the 
application (no less than 30 days). If a substantial CRA protest arises, the notice 
application process should become a full application process, but only with regard to the 
CRA issue. Regulators would defme what constitutes a substantial CRA protest. If no 
such protest arises, the application would be deemed approved if all other relevant 
conditions of this section are satisfied. 

Conclusion 

Thank you again for this opportunity to discuss the draft bill. We stand ready to 
work with you. I will be pleased to respond to questions. 
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APPENDIX 
SECTION-BY-SECTION COMMENTS ON 

JUNE 19 DRAFT OF FINANCIAL INSTITUTION 

REGULA TORY STREAMLINING ACT OF 1998 

Sec. 101. Payment of interest on reserves at Federal Reserve Banks. 

Section 101 would pennit the Federal Reserve to pay interest on all balances 
maintained by depository institutions at the Federal Reserve. The Federal Reserve would 
pay a rate or rates not to exceed "the general level of short-term interest rates." 
Depository institutions currently expend resources to avoid the reserve requirement 
through such artifices as sweep accounts, which has reduced the reserve balances held at 
Federal Reserve Banks. The Federal Reserve believes that paying interest on reserves 
should increase reserve balances and help reduce the volatility of the federal funds rate 
and the resulting inefficiencies in short-term credit markets, thereby making monetary 
policy easier to implement through open market operations. 

However, the effect of section 101 would be to shift significant revenues from the 
taxpayers to the banking industry. Given the many high priority claims on scarce budget 
resources, the potentially high cost, the banking industry's current robust earnings, and 
the failure to identify an acceptable offset, we do not believe there is sufficient reason to 
make these changes at this time. 

Sec. 102. Amendments relating to savings and demand deposit accounts at 
depository institutions. 

Section 102 of the bill would pennit banks and thrifts to offer NOW accounts for 
businesses, and would repeal existing prohibitions on their paying interest on demand 
deposits. Section 102 would thereby eliminate a needless government control on the 
price banks pay for business deposits, consistent with the earlier elimination of 
Regulation Q ceilings on rates paid on other deposits. The result should be more efficient 
resource allocation. Moreover, small businesses, including minority-owned businesses, 
stand to benefit from increasing the rate they earn on transaction accounts from zero to a 
market rate. Larger fmns can more easily offset the lack of interest on transaction 
accounts by using sweep accounts to earn interest or by obtaining price concessions on 
other bank products. 
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We support repealing the prohibition against paying interest on demand deposits. 
Such a repeal would render NOW accounts obsolete, leaving no need to specify that 
businesses may have such accounts. 

Alternative Version of Section 102 

Current law prohibits business transaction accounts from earning interest or 
dividends. Alternative section 102 would permit depository institutions to pay interest or 
dividends on accounts that permit the owner to make up to 24 transfers per month to 
another account held by the same institution. It would allow the Federal Reserve to 
consider such accounts as transactions accounts having reserve requirements. It would 
delay until October 1,2004, repeal of the prohibition against paying interest on business 
transaction accounts. 

Alternative section 102 would allow the Federal Reserve to reduce reserve 
requirements on business transaction accounts to zero. Under current law, depository 
institutions must maintain reserves against transaction accounts in an amount equal to: (1) 
3 percent of total transaction accounts of $25 million or less; and (2) a ratio between 8 
and 14 percent -- as determined by the Federal Reserve -- of total transaction accounts in 
excess of $25 million. The 3 percent requirement would become a ceiling, and the 8 
percent minimum would be removed, leaving only the 14 percent ceiling. 

There is no compelling case for more than a modest delay in making competitive 
rates available to bank and thrift customers, and no need for lengthy, complicated 
transitional arrangements like the 24 transfers-per-month cap on interest-earning 
accounts. We would therefore urge making the repeal of rate restrictions effective no 
later than 180 days after enactment. Prompt removal of these outdated restrictions would 
be of particular benefit to small businesses. 

Sec. 103. Financing Corporation payments. 

The Financing Corporation (FICO), created by Congress in 1987, issued $8.2 
billion in bonds between 1987 and 1989 in an attempt to shore up the fonner thrift 
deposit insurance fund. FICO covers anticipated interest payments by levying 
assessments on the deposits of FDIC-insured banks and savings associations. Section 103 
would reduce these assessments by tapping the "excess net income" of the FDIC's Bank 
Insurance Fund and Savings Association Insurance Fund. For purposes of this section, an 
insurance fund would have excess net income if: (1) the fund has at least a 1.35 ratio of 
reserves to insured deposits at the beginning of the semi-annual assessment period, and 
(2) at the end of the semi-annual assessment perio~ the ratio remains above 1.35 percent 
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and the balance of the fund at a level higher than the one at the beginning of the semi
annual assessment period. 

The FDIC would pay FICO this excess net income, subject to certain limitations. 
First, the payment from each deposit insurance fund during any calendar year could not 
exceed 25 percent of the aggregate assessment that FICO would impose on the members 
of that fund in the absence of this section. Second, a deposit insurance fund could not 
make such a payment if it would cause the ratio of reserves to insured deposits to fall 
below 1.35 percent or cause the balance of the fund to fall below the level at which it 
stood the preceding calendar year. 

The section would reduce (on a proportional basis) the FICO assessment that each 
member of an insurance fund would otherwise pay, by an amount in the aggregate equal 
to the fund's "excess net income" payment. 

Section 103 would become effective on January 1, 1999. 

We strongly oppose section 103, which would upset the results of long and 
difficult negotiations that successfully resolved the nation's thrift deposit insurance 
problems. That solution, enacted in 1996, (1) required thrift institutions to capitalize 
SAIF by paying a special assessment on their deposits, and (2) required all FDIC-insured 
institutions to help pay FICO interest costs -- which was and is reasonable in view of how 
such institutions benefitted from the many billions of taxpayer dollars expended to 
resolve the problems of troubled thrift institutions and uphold the government's deposit 
insurance guarantee. Spread across all FDIC-insured institutions, FICO costs are minimal 
and are particularly manageable in light of the strong profits banks and thrifts have 
enjoyed over the last several years. 

In diverting money from the deposit insurance funds to enhance the current 
earnings of banks and thrifts, section 103 would set a troublesome precedent. Former 
FDIC Chairman Helfer warned repeatedly in 1995 and 1996 that "the use of deposit 
insurance funds for purposes other than the protection of deposits can create future 
problems." There is no justification for draining the government's deposit insurance 
funds and increasing the exposure of the taxpayers who stand behind the funds. 
Moreover, because section 103 would increase the government's borrowing requirements, 
it would effectively shift additional costs for the S&L clean-up from the bank and thrift 
industries to taxpayers. 

Sec. 201. Authority to allow more than 25 directors. 
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Under current law, a national bank's board of directors must consist of no fewer 
than five and no more than 25 members. The OCC cannot waive this limitation, although 
banks seek such flexibility in the context of mergers. 

This section would let the OCC permit a national bank's board of directors to have 
more than 25 members. The lower limit of five would remain. 

We support section 201. However, rather than grant the OCC authority to provide 
exceptions to a rule that already permits rather large boards, Congress may wish to 
consider deleting the underlying statute altogether, relying on the OCC's supervisory 
authority to make certain that each board of directors is exercising its responsibilities. 

Sec. 202. Loans on or purchases by institutions of their own stock. 

Current law prohibits a national bank from owning or holding its own stock except 
to prevent a loss on a debt previously contracted and sold or disposed of within six 
months. Section 202 would amend this prohibition to codify an OCC interpretation 
stating that a bank may purchase shares of its own stock for legitimate corporate purposes 
but not for speculation. The section would clarify that a national bank may acquire its 
own stock to prevent a loss on a debt. It would also apply the same rule generally to all 
depository institutions. 

We do not object to allowing a national bank to own or hold its own stock. In 
light of modern capital requirements backed by prompt corrective action, we do not 
believe the restriction serves any useful purpose today. We suggest repealing the 
prohibition altogether. However, a bank should not be permitted to originate a loan 
collateralized by its own stock; at most it should be permitted only to accept such stock as 
satisfaction, in whole or in part, for a debt previously contracted in good faith. We 
believe that the amendment should specifically state that the debt must have been 
previously contracted. Omitting the direct reference to a debt previously contracted may 
create needless ambiguity and potential loopholes. 

Sec. 203. Expedited procedures for certain reorganizations. 

Under current law, a national bank that seeks to reorganize as a subsidiary of a 
bank holding company must complete a cumbersome multi-step process. First, a bank 
holding company is formed, and a "phantom bank" subsidiary is chartered. The existing 
bank is then merged into the phantom bank subsidiary, and its stock is converted to stock 
of the bank's holding company. The resulting bank differs from the preexisting bank 
only in that its stock is owned entirely by the holding company. However, the phantom 
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bank must be chartered like any other bank, with the required attendant paperwork and 
fees. 

Section 203 would make this process less costly and more efficient by permitting a 
national bank, with the approval of the OCC, the Federal Reserve Board, and two-thirds 
of the bank's shareholders, to reorganize into a subsidiary of a bank holding company 
without fITst forming a phantom bank. It would also have no substantive effect on the 
existing rights of national bank shareholders. 

We support section 203, which should be of particular value to smaller banks that 
seek to reorganize without all of the costs that would otherwise accrue in such a 
transaction. 

Sec. 211. Noncontrolling investments by savings association holding companies. 

This section grants the OTS discretion to permit a savings and loan holding 
company to acquire or to retain more than 5 percent of the voting shares of a savings 
association or another savings and loan holding company that is not a subsidiary. Current 
law permits such acquisitions in only limited circumstances (e.g., if the shares are 
acquired in a fiduciary capacity or pursuant to a previously contracted debt). Although 
the OTS has discretion to permit a savings and loan holding company to acquire "control" 
of such institutions, the OTS lacks the authority to permit non-controlling ownership of 
more than 5 percent of the voting stock. Bank holding companies, on the other hand, may 
acquire non-controlling ownership of any proportion of voting stock until the Federal 
Reserve deems control to exist. 

We support section 211, which tends to provide parity in this area between savings 
association holding companies and bank holding companies. 

Sec. 212. Streamlining thrift service company investment requirements. 

Under current law, a federal savings association may invest in the stock of a 
corporation only if all of the corporations's stock is owned by savings associations 
located in the same state as the corporation. OTS regulations permit such service 
corporations to engage only in activities "reasonably related to the activities of financial 
institutions. " 

Section 212 would repeal the geographic restrictions, but it would require that all 
stock in such companies be held by savings associations. 

We support section 212. 
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Sec. 213. Repeal of dividend notice requirement. 

This section would repeal the statutoI)' requirement imposed on savings 
association subsidiaries of savings and loan holding companies to provide the OTS with 
30 days advance notice of dividend payments. No similar statutoI)' notice requirement 
applies to savings associations owned by individuals or bank holding companies. The 
OTS has existing regulatoI)' authority to require advance notice when deemed appropriate 
for safety and soundness purposes, and OTS regulations require prior notice of such 
distributions from all institutions. 

The statutOI)' notice requirement prevents the OTS from applying these regulations 
even-handedly across all savings associations. As part of its ongoing effort to reduce 
regulatoI)' burden, the OTS recently proposed to amend its dividend regulation (which 
applies to all thrifts, not just those owned by savings and loan holding companies) to 
exempt adequately capitalized, highly-rated savings associations from providing advance 
notice of dividends under certain circumstances. Unless the statutoI)' notice requirement 
is repealed, this proposed change to OTS' s dividend regulation will, when promulgated in 
fmal form, apply only to savings associations not owned by savings and loan holding 
comparues. 

We therefore support section 213. 

Sec. 214. Updating of authority for community development investments. 

Under current law, a savings association may invest in real estate or loans secured 
by real estate in areas or neighborhoods designated by HUD to receive development 
assistance from the Community Development Block Grant program. The aggregate 
amount of real estate investments made under current law may not exceed 2 percent of 
the thrift's assets, and the aggregate real estate investment plus loans made may not 
exceed 5 percent of the thrift's assets. As a practical matter, HUD no longer designates 
such neighborhoods, and the grants are given directly to states and cities, rather than 
targeted to designated areas. Thus, investment opportunities that meet the technical 
requirements of the statute are rare. 

Section 214 would replace this language with the same statutoI)' language that 
currently defmes the types of community development investments that can be made by 
national banks and state member banks. It would limit such investments to 5 percent of 
the savings association's paid-in and unimpaired capital stock plus another 5 percent of 
unimpaired surplus. However, the OTS may determine by order that a higher amount 
would pose no significant ri~k to the affected deposit insurance fund and that the f:avings 
association is adequately capitalized. In such a case, investments could not exceed 10 

12 



percent of paid-in and unimpaired capital stock plus another 10 percent of unimpaired 
surplus. 

We support section 214. 

Sec. 221. Business purpose credit extensions. 

This section would authorize credit card banks and nonbank banks to provide 
credit card accounts for business purposes. Current law prohibits credit card banks from 
making commercial loans and authorizes them to issue credit cards only to individuals. 

We do not object to permitting credit card banks or nonbank banks to issue 
business credit cards so long as they do not accept retail deposits. However, we oppose 
extending that authority to nonbank banks that have chosen to retain their exemption from 
the Bank Holding Company by not making business loans, while accepting retail 
deposits. A nonbank bank that seeks to both accept retail deposits and make loans should 
become a commercial bank. 

Sec. 222. Divestiture requirement. 

Section 222 would modify a provision of the Competitive Equality Banking Act 
(CEBA) that requires divestiture of a nonbank bank in the event the nonbank bank or its 
owner fails to remain qualified for the CEBA exception. It would allow nonbank bank 
owners to avoid divestiture by correcting the violation within 180 days of receipt of 
notice from the Federal Reserve and by implementing procedures to prevent occurrences 
of the violation in the future. Appropriately, the amendment imposes a duty on the 
nonbank bank to immediately notify the Federal Reserve of any violation, demonstrate 
that the violation was inadvertent, and promptly correct it. 

We do not object to Section 222, which would eliminate an unduly harsh penalty. 

Sec. 301. "Plain English" requirement for Federal banking agency rules. 

This section requires the four federal banking regulators to use plain language in 
all proposed and fmal rulemakings after January 1, 1999. Each regulator must submit a 
progress report to Congress no later than March 1, 1999, describing how it has complied 
with the requirement. 

We support section 301. However, we believe the section should clearly state that 
it is not intended to create a private right of action ~gainst an agency, or a defense to any 
charge that a rule or regulation has been violated. 
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Sec. 302. Call report simplification. 

This section would require the federal banking agencies to work jointly to develop 
a system under which: (1) insured depository institutions may file call reports and other 
disclosures electronically; and (2) such reports and disclosures may be made available to 
the public electronically. A report to Congress on this matter, including any 
recommended legislative changes, must be submitted within one year of enactment. 

The section would also require the regulators to work jointly: (1) to adopt a single 
form for the filing of core information required to be submitted by federal law by all of 
the agencies; and (2) to simplify instructions accompanying such reports and to provide 
an index to the instructions. Finally, each regulator would have to review the information 
required by schedules supplementing the core information and eliminate unwarranted 
requirements 

We believe this provision is unnecessary. Congress already enacted the same 
language as section 307 of the Riegle Community Development and Regulatory 
Improvement Act of 1994. 

Sec. 303. Purchased mortgage servicing rights. 

Current law permits purchased mortgage servicing rights (PMSRs) to be included 
in risk-based capital if, among other things, the rights are valued at not more than 90 
percent of their fair value. Since enactment of this 10 percent "haircut," however, 
accounting standards have been changed to ensure that mortgage servicing rights are 
conservatively valued, and a separate capital rule imposes a capital deduction on any 
institution with a concentration of PMSRs that exceeds 50 percent of tier 1 capital. 

Section 303 would permit the federal banking regulators to allow readily 
marketable PMSRs to be valued at a rate between 90 percent and 100 percent, provided 
the regulators jointly fmd that such valuation would have no adverse affect on the deposit 
insurance funds or the safety and soundness of insured depository institutions. 

We note that the regulators have recently proposed to raise the level at which 
MSRs could be included in capital from 50 percent of tier 1 capital to 100 percent. In 
doing so, the regulators relied in part of the level of supervisory comfort provided by the 
10 percent statutory haircut. We do not object to section 303, because it permits the 
regulators to reduce the haircut only if they make a joint finding that doing so would not 
harm safety and soundness. Moreover, the substance of this provision derives from a 
compromise amung the agencies about how to address this issue. 
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Sec. 304. Judicial review of receivership appointment. 

Current law grants depository institutions 30 days to seek judicial review of 
decisions of the OCC or FDIC to appoint a conservator or receiver. The only exception 
is the absence of a statute of limitations when the OCC appoints a receiver. Generally, in 
suits against the federal government, a plaintiff faces a six-year statute of limitations, 
unless the applicable statute provides for a different time period. Given that lack of a 
statute of limitations in the statute granting the OCC the right to appoint a receiver, a 
federal appeals court recently applied the six-year statute of limitations. 

Section 304 would allow depository institutions to bring a judicial action to 
remove a conservator or receiver appointed by the FDIC or OCC within 30 days of the 
appointment. 

We support section 304. A six-year statute of limitations is too long, and the 30-
day period is commensurate with other review periods applicable to depository 
institutions. 

Sec. 305. Elimination of outdated statutory minimum capital requirements. 

This section would repeal longstanding minimum capital requirements for national 
banks that range from $50,000 to $200,000, depending on the bank's location. Last 
amended in 1935, these outdated requirements do not reflect modem capital standards. 

We support section 305. 

Sec. 306. Elimination of individual branch capital requirements. 

This section would permit national banks to branch without regard to individual 
state branch capital requirements. 

We support section 306. Recent laws requiring banks to maintain consolidated 
capital render this unnecessary and ensure that the bank as a whole has adequate capital 
for safety and soundness purposes. 

Sec. 307. Amendment to shareholder notice provisions relating to consolidations 
and mergers. 

Under current law, a national bank planning a stockholders meeting to discuss a 
conversion, merger, or consolidation n-lust publish a notice of the meeting in a newspaper 
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of general circulation in the place where the principal office of the bank is located at least 
once a week for four consecutive weeks. All shareholders may waive this requirement, 
and two-thirds of the shareholders may deem it sufficient to publish one notice at least 10 
days before the meeting. In addition, a national bank must send a notice to each 
shareholder of record by registered mail or by certified mail at least 10 days prior to the 
meeting, unless specifically waived by the shareholder. 

Section 307 would eliminate the requirement that national banks notify 
shareholders of such meetings through registered or certified mail. However, 
shareholders would still have to be notified by regular mail, unless waived by the 
shareholder. 

We do not object to section 307. 

Sec. 308. Payment of interest in receiverships with surplus funds. 

This section would grant the FDIC express rulemaking authority, as receiver, to 
pay post-insolvency interest to creditors and to establish an interest rate on those 
payments after it has paid the principal amount of creditor claims. 

We support section 308. 

Sec. 309. Repeal of deposit broker notification and record keeping requirement. 

This section would repeal the requirement that deposit brokers register with the 
FDIC, and be subject to any FDIC reporting requirements. The FDIC proposed this 
section, arguing that the requirement serves no useful purpose because the FDIC currently 
has no authority to disapprove or to deny registration and has no enforcement authority 
over deposit brokers. 

We strongly support the requirement in current law that institutions be well 
capitalized or have FDIC permission to accept brokered deposits. Within such a legal 
framework, we can support elimination of the registration requirement. 

Sec. 310. Elimination of Bank Merger Act filing for mergers of institutions within 
bank holding company. 

Section 310 would exclude mergers between subsidiary banks of the same bank 
holding company from the filing and approval requirements of the Bank Merger Act, 
subject to a 10-day prior notice requirement to the appropriat:! bank regulator. The 
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appropriate regulator would have 10 days from receipt of the notice to require an 
application with respect to the transaction. 

We strongly oppose this section. Community Reinvestment Act (CRA) review is 
required under the Bank Merger Act, and section 310 would eliminate the required 
analysis. The regulators could opt to conduct a CRA review, but even then only 10 days 
would be provided, an insufficient time to determine whether the transaction raises CRA 
concerns. Under eRA, the appropriate regulator considers the applicant's record ofCRA 
performance when considering an application under the Bank Merger Act. If the bank 
operates on an inter-state basis, its ratings in each such state and in any multi state MSA 
must also be considered. 

To reconcile the CRA-related concerns with the shared objective of streamlining 
the applications process, section 310 should be amended to require that the applicant 
publish a notice of such applications (e.g .. in a newspaper of general circulation). 
Consumer groups must then be given sufficient time after publication to comment on the 
application (no less than 30 days). If a substantial CRA protest arises, the notice 
application process should be transformed into a full application process, but only with 
regard to the CRA issue. The regulators should be directed to define what constitutes a 
substantial CRA protest. If no such protest arises, the application would be deemed 
approved if all other relevant conditions of this section are satisfied. 

Sec. 311. Uniform regulation of extensions of credit to executive officers. 

This section adds two new provisions to section 22(g) of the Federal Reserve Act, 
which governs the extension of credit to executive officers. The first would authorize a 
member bank to provide to an executive officer a home equity line of credit that does not 
exceed $100,000 and that is secured by a first lien on the executive's primary residence. 
The second would authorize a member bank to extend credit to any executive officer if 
such credit is secured by readily marketable assets and if the fair market value of such 
assets is not less than twice the amount of credit extended. 

We do not object to section 311, although we expect the Federal Reserve to apply 
appropriate safeguards to prevent any abuse of this authority. 

Sec. 312. Federal Reserve Act lending limits. 

This section would repeal the current restriction that prohibits banks from making 
loans secured by stocks or bonds to one borrower in excess of 15 percent of the bank's 
unimpaired capital and surpius. 
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We support this section. In 1982, Congress raised the overall national bank 
lending limit to 25 percent of unimpaired capital and surplus (not more than 15 percent of 
which may correspond to loans not fully secured), but did not raise the limit addressed by 
this section. This hinders a national bank's ability to collateralize its loans to the 
maximum extent possible if the best available collateral happens to be stocks or bonds. 

Sec. 313. Repeal of Bank Holding Company Act provision limiting savings bank 
life insurance. 

Current law contains outdated provisions concerning the insurance activities of 
savings banks that are bank holding company subsidiaries. Recent Federal Reserve 
actions and court decisions have rendered this section obsolete. Section 313 would repeal 
these obsolete provisions. 

We support section 313. 

Sec. 401. Alternative disclosure for variable rate, open-ended home secured credit. 

Under current law, in connection with a variable rate, open-end credit home 
mortgage loan, creditors must provide borrowers with a table depicting how the interest 
rate and minimum payment amount would have been affected during the preceding 15 
years. 

Section 401 would allow a creditor to provide either the 15-year historical table or 
a statement that "periodic payments may increase or decrease." It would retain the 
current requirement to provide a maximum annual percentage rate and the associated 
minimum payment whether or not the creditor opts to disclose the historical example. 

Section 2101 of the Economic Growth and Regulatory Paperwork Reduction Act 
of 1996 directed HUD and the Federal Reserve to unify Real Estate Settlement 
Procedures Act and Truth in Lending Act disclosures. Pursuant to this directive, the two 
agencies will soon be issuing a report with recommendations concerning disclosures, 
including the annual percentage rate disclosure. A private group of affected parties, 
including various lenders, realtors, settlement service providers, and consumer groups, 
known as the Mortgage Reform Working Group, has also been striving to reach 
consensus on recommendations regarding mortgage disclosure requirements. Thus, 
statutory changes to the Truth in Lending Act disclosure requirements may be premature. 
If, nonetheless, the Committee chooses to pursue this amendment, the disclosure should 
be made more reasonable by stating that payments may increase or decrease 
"substantially. " 
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Sec. 402. Alternative compliance methods for advertising credit terms. 

This section would amend the Truth in Lending Act by: (I) reducing the number 
of tenns that trigger disclosures for closed-end credit by eliminating the period of 
repayment and nwnber of installments as trigger tenns; and (2) providing a unifonn rule 
for all credit products advertised on either radio or television. Section 402 would also 
eliminate disclosure of the highest possible annual percentage rate under the plan in 
advertisements for open-end, variable rate, home-secured credit on radio or television. 
As an alternative to current disclosure requirements, credit advertisements in those media 
would state basic rate infonnation, give a toll free number, and make further infonnation 
available upon request. 

We have concerns about section 402. We believe that consumers receive valuable 
infonnation through advertising disclosures, and the provision appears to curtail that 
infonnation. Establishing a unifonn disclosure method for radio and television has merit, 
but we are not convinced that the proposal best serves the needs of consumers. 

Sec. 501. Amendment to the Federal Deposit Insurance Act. 

Section 501 would promote the exchange of confidential infonnation between 
depository institutions and their respective regulators by protecting certain supervisory 
infonnation from disclosure to private litigants. Such infonnation would include 
examination reports, inspection reports, correspondence from an agency to the institution, 
and correspondence from the institution responding to an agency in connection with an 
examination, inspection, etc. 

In any such communications, examiners should be able to focus exclusively on the 
safety and soundness of the institution, without anxiety about disclosure in subsequent 
lawsuits. By alleviating such anxiety, section 501 would encourage frank and forthright 
discussions between the examiner and institutions on supervisory matters. Such 
supervisory infonnation would become the property of the agency and precluded from 
disclosure to any other person. However, the agency would retain the right to disclose 
the infonnation itself. Congressional committees and the GAO would continue to have 
access to relevant infonnation notwithstanding section 501. Disclosure of such 
infonnation without the pennission of the agency would be prohibited, except for 
statistical material that does not disclose the affairs of any person. Federal courts would 
have exclusive jurisdiction over actions to compel disclosure of such infonnation. 

We support section 501 because a more open supervisory environment should help 
benefit safety and soundness. We look forward to working with the ConJ1littee to refine 
the section so as to accommodate any law enforcement concerns. 
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Sec. 502. Amendment to Federal Credit Union Act. 

Section 502 would accord the National Credit Union Administration and federal 
credit unions with the same supervisory protection that section 501 accords the federal 
banking regulators and FDIC-insured depository institutions. 

We support the goals of section 502 and, as with section 501, will work to 
accommodate any law enforcement concerns. 

Sec. 601. Technical correction relating to deposit insurance funds. 

This section would correct an erroneous citation. Section 2707 of the Deposit 
Insurance Funds Act of 1996 amends section 7(b)(2) of the Federal Deposit Insurance Act 
to provide that assessment rates for SAIF members may not be less than assessment rates 
for BIF members. It currently begins as follows: "Section 7(b)(2) of the (12 U.S.C. 
1817(b )(2)(E), as redesignated by section 2704( d)( 6) of this subtitle) is amended--". The 
proper reference is to section 7(b )(2)(E) of the Federal Deposit Insurance Act. 

We support section 601. 

Sec. 602. Rules for continuation of deposit insurance for member banks 
converting charters. 

This section would correct an omitted citation. Section 8(0) of the Federal Deposit 
Insurance Act (FDIA) provides for termination of deposit insurance when a member bank 
ceases to be a member of the Federal Reserve System, subject to an exception for certain 
mergers or consolidations. Prior to the Financial Institutions Reform, Recovery, and 
Enforcement Act (FIRREA), section 4(c) and (d) were referenced in a single subsection: 
subsection (b). In FIRREA, Congress divided former section 4(b) into two separate 
sections, 4( c) and 4( d), but neglected to change the reference in section 8(0). Later, in a 
technical amendment designed to correct the error, Congress amended section 8(0) to 
include an exception for section 4( d). This incomplete amendment was insufficient to 
encompass the original intent of section 8(0), because no exception was included for 
section 4( c), which provides for state-to-federal and federal-to-state conversions. 
Providing a technical amendment to section 8(0) to include a cross reference to section 4 
would remedy this omission and restore the original intent. 

We support section 602. 
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Sec. 603. Waiver of citizenship requirement for national bank directors. 

This section would provide that the acc may waive the U.S. citizenship 
requirements for any national bank director for up to a minority of a national bank's 
directors. The Economic Growth and Regulatory Paperwork Reduction Act of 1996 
granted the DCC the authority to waive the requirement that national bank directors must 
reside within the state in which the bank is located or within 100 miles of the bank. As 
drafted, however, it inadvertently deleted the long-standing authority of the DCC to 
waive the citizenship requirement for up to a minority of directors of national banks that 
are subsidiaries or affiliates of foreign banks. 

We support section 603. 

Sec. 604. Technical amendment to prohibition on Comptroller interests in 
national banks. 

This section would simply update section 11 of the United States Code to reflect 
that national banks no longer issue national currency, while maintaining the prohibition 
against the Comptroller and Deputy Comptroller owning an interest in the national banks 
they regulate. 

We support section 604. 
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SENATE FINANCE COMMITTEE 

Mr. Chairman and Members of the Committee: 

I am pleased today to have this opportunity to present the views of the Treasury 
Department on taxation of the Internet, including proposed legislation dealing with state and 
local tax issues and, more broadly, international tax concerns. The state and local tax issues are 
dealt with in the Internet Tax Freedom Act (S. 442 and H.R. 4105). When I advised Deputy 
Secretary Lawrence Summers of this important hearing he asked me to convey his continued 
strong support for the Internet Tax Freedom Act. The Internet Tax Freedom Act has undergone 
some very important revisions since Deputy Secretary Summers testified in favor of its goals and 
principles last year. These revisions have addressed some technical and substantive concerns that 
we have had in the past and now put the Administration in a position to support strongly this 
legislation. In February, the President announced his support for legislation. More recently, last 
month, Deputy Secretary Summers wrote to the Speaker of the House and Ranking Minority 
Member to convey the Administration's support for the legislation and its important goals on the 
eve of passage of H.R. 4105 by the House. 

The Internet Tax Freedom Act as passed by the House would impose a three-year 
moratorium on subnational taxation of the Internet, including taxes on Internet access and bit 
taxes, and would prohibit multiple and discriminatory taxes on electronic commerce. The 
moratorium would not apply to Internet access taxes imposed by certain states if certain 
conditions are met. The bill establishes an Advisory Commission on Electronic Commerce that 
will address issues concerning the taxation of all remote sales. The Commission, consisting of 
the Secretaries of the Treasury and Commerce and the Attorney General, or their representatives, 
business, taxpayer, and subnational government representatives, in consultation with the National 
Tax Association -- Communications and Electronic Commerce Tax Project, would undertake a 
broad and thorough study of numerous issues concerning domestic and international taxation of 
the Internet and electronic commerce. 

The legislation to which I refer does not, of course, involve Federal level taxation. 
However, the broad tax and trade implications of the Internet and related new technologies make 
it imperative that we develop an appropriate legislative background that will encourage the 
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growth of these wonderful new tools consistent with sound fiscal policy and the many other 
issues involved. 

Treasury belIeves that two vital goals are addressed by this legislation. First, we would 
not want duplicative, discriminatory or inappropriate taxation by thousands of different state and 
local tax jurisdictions to stunt the development of what President Clinton has called "the most 
promising new economic opportunity in decades." For this reason, we support a temporary and 
appropriate moratorium on taxation of the Internet. Second, to insure that the Internet does not 
become a tax haven that drains the sales tax and other revenues that our states and cities need to 
educate our children and keep our streets safe, in conjunction with this moratorium, we need to 
establish a commission to explore the longer-term tax issues raised by the Internet and electronic 
commerce. 

As the legislation has moyed forward, Treasury has worked closely with many interested 
constituencies, including state and local governments and their representatives and the affected 
industries, to reach the point where we have arrived today. We will continue to keep in contact 
with these constituencies. 

Mr. Chairman, we will continue working with the Members and staff with respect to 
issues with which we might be helpful. We hope that the remaining issues can be resolved 
promptly between the two Houses with the assistance of state and local tax authorities and the 
affected industries. 

The proposed legislation declares that it is the sense of the Congress that the President 
should seek bilateral and multinational agreements to establish that the provision of Internet 
access or online services be free from international tariffs and discriminatory taxation. Going 
forward, the Treasury Department is particularly well-positioned to assist with the international 
tax implications of the Internet and electronic commerce. 

My testimony will focus on the international efforts underway to create a smooth playing 
field for commercial activity on the Internet. Our tax policy in this area, as reflected in support 
of the proposed Internet Tax Freedom Act, is consistent with our overall international tax policy 
towards the Internet, electronic commerce, and all of the related new technologies. 

Overall Tax Policy 

To encourage the growth of this technology and the resulting social and economic 
benefits, it is crucial that governments act responsibly and fairly regarding the Internet and 
electronic commerce. The Administration's key objectives are no new Internet taxes and 
neutrality in taxing electronic commerce. Overall, it is the view of the Administration that there 
should be no tax rules at the national, international, federal or sub-federal levels that 
inappropriately impede the full development of these exciting new technologies. 
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Neutrality is a fundamental principle that should guide the development of tax rules in 
this area. Neutrality requires that the tax system treat economically similar transactions equally, 
whether such transactions occur through electronic means or through conventional channels of 
commerce. In addition, tax rules should be consistent across jurisdictions, so as to minimize the 
possibility of multiple or no taxation, and the rules should be transparent and easy to administer, 
so as to protect the revenue base. 

International Issues 

Close cooperation and mutual assistance are necessary between the United States and all 
of our trading partners to ensure that international policies regarding the Internet and electronic 
commerce are consistent and do not lead to multiple or discriminatory taxation of electronic 
commerce or the Internet. Continuing these efforts is one of our major objectives. 

Treasury has been a leader in adapting international tax rules to electronic commerce. In 
November 1996, Treasury published Selected Tax Policy Implications o/Global Electronic 
Commerce, an issues paper that set forth both the major international tax issues created by 
electronic commerce and the general tax policy principles that should apply in this area. This 
paper has been very well-received and has been widely read, both in the United States and 
abroad. This paper has helped us formulate specific tax policy guidance and has stimulated other 
countries to prepare their own papers. At least half a dozen other countries have issued similar 
papers addressing various aspects of global electronic commerce. 

Treasury is actively involved in the work of the Organization for Economic Cooperation 
and Development, which is at the forefront in developing international tax rules to achieve our 
mutually desired objectives. Many of our efforts are directed at preparing materials for the 
upcoming OECD Ministerial conference on "A Borderless World: Realising the Potential of 
Global Electronic Commerce." This conference, which will be held in Ottawa in October, will 
provide an international platform to present, along with other important issues, basic framework 
conditions regarding the taxation of electronic commerce. These framework conditions make it 
clear that any taxation of the Internet or electronic commerce should be neutral, fair, simple, 
consistent, effective and flexible. 

These concepts will be discussed fully with business at the tax roundtable the day 
immediately preceding the Ministerial conference. At the tax roundtable, governments and 
business will have the opportunity to explore the challenges and opportunities presented by the 
Internet. One of the main topics of discussion will be identifying the best mechanisms for 
modernizing tax rules and collection procedures to accommodate global electronic commerce. 
The conference will offer an opportunity for all interested parties from allover the world to share 
knowledge and resolve issues. 

The examination of issues concerning electronic commerce is not limited to the United 
States. The European Commission issued in April 1997 a Communication entitled A European 
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Initiative in Electronic Commerce that promoted the elimination of barriers to the development 
of the Internet. Several countries, including Japan and France, as well as the European Union, 
have issued joint statements with the United States on the Internet and electronic commerce. 
Additional statements with other major trading and investment partners are in the works. 

In addition to Treasury's specific efforts to ensure that inappropriate taxation on any level 
does not impede the development of the Internet, the Administration as a whole is committed to 
encouraging the growth of electronic commerce. An interagency working group has developed a 
set of principles to guide government's role in promoting electronic commerce. These principles 
deal with financial issues, such as customs, taxation, and electronic payments; legal issues, such 
as intellectual property protection, privacy, and security; and market access issues, such as 
telecommunications infrastructure and information technology, content regulation, and technical 
standards. These principles were set forth in A Framework For Global Electronic Commerce on 
July 1, 1997, a report that will be updated shortly. 

Although government has an important role to play, we recognize that the private sector 
must lead this growth and that the success of electronic commerce requires a continuation of the 
partnership between the private and public sectors. Furthermore, as stated in the Framework for 
Global Electronic Commerce, "Innovation, expansion of services and participants, and lower 
prices will depend upon the Internet remaining a market-driven arena, not one that operates as a 
regulated industry." Government's role should be limited to extending appropriate regulatory 
policies to the Internet and electronic commerce. For example, businesses need to know that 
contracts entered into on-line are valid, consumers need to know that goods and services 
purchased on-line are subject to consumer protection laws, and government needs to know that 
the Internet is not being used for any illegal activity. These objectives must be accomplished 
while recognizing the unique features and potential of the Internet and electronic commerce. 

The Administration is working on several fronts to achieve these goals. The Office of 
the United States Trade Representative has advocated in international fora, such as the World 
Trade Organization, the OECD, and APEC, that cyberspace remain a tariff-free environment 
whenever it is used to deliver products or services. Our overall objective is to keep the Internet 
free from international tariffs and discriminatory taxation. 

Suhnational Issues 

The field of taxation is one of the most important areas where governments must adopt 
appropriate rules. Unreasonable taxation, or even a fear of unreasonable taxation, could 
significantly slow the growth of the Internet and electronic commerce. The Internet has a major 
role to play in promoting the ongoing vitality of our economy and our global competitiveness. 
The introduction of new taxes imposed solely on the Internet or electronic commerce will 
inevitability discourage the growth and use of the Internet. While new taxes may initially raise 
some additional revenue, they have the potential of discouraging growth of the Internet and 
electronic commerce, thus slowing the growth of the economy, and becoming counterproductive 
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in the long-term. Instead of seeing the Internet as a bountiful new revenue source, we should, 
instead, adopt policies that encourage its growth and use, which will stimulate economic growth 
that leads to greater revenues from existing taxes. 

Therefore, Treasury is opposed to any new or discriminatory taxes imposed on electronic 
commerce, whether imposed by other countries or at the federal or subfederallevel. Many of our 
trading partners share this view. Reaching this general consensus was not guaranteed. In the 
early days of the Internet ---- just a couple of years ago! ---- some were considering proposals for 
a new "bit tax" that would tax each electronic transmission according to the amount of 
information being transmitted. Needless to say, such a tax would discriminate against the 
Internet and likely stifle its development. These proposals rightly have been rejected. For 
example, Ambassador Hugo Paemen, the Head of the European Commission's Delegation to the 
United States, recently stated that the European Commission has strongly rejected proposals for a 
"bit tax" because such a tax "could easily nip e-commerce in the bud." The United States has 
firmly and consistently opposed any efforts to impose any special taxes, whether at the national 
or the international level, on the use of the Internet. 

The fact that not all share the view that taxation of the Internet should be neutral and that 
no new taxes should be imposed on the Internet reinforces the importance of continuing our 
efforts at the international level. We work hard, together with our colleagues in the 
Administration, to dissuade jurisdictions from seeing the Internet as a lucrative new revenue 
source and choosing to ignore the long-run detrimental effect such a policy would likely have on 
their economic growth. 

Instead of enacting new taxes on the Internet or electronic commerce or providing 
subsidies, Treasury believes that neutrality should be the fundamental principle guiding the 
development of tax rules in this area. Ideally, tax rules should not affect economic choices about 
commercial activities, nor influence market structures. Achieving neutrality in taxation is the 
best way to see that market forces alone determine the success or failure of new commercial 
methods. Neutrality can best be achieved through an approach that adopts and adapts existing 
tax principles - in lieu of imposing new or additional taxes. 

The statement that there should be no new taxes on the Internet does not mean that the 
neutral application of existing taxes should be prevented. On the contrary, it means that any 
taxation should be applied in a neutral manner, that it should not discriminate against one form of 
commerce over another, and that it should be fairly applied. These are goals that all governments 
should pursue in shaping their tax policies. 

Neutrality is not the only principle that should guide tax policy. As stated previously, tax 
rules should also be consistent across jurisdictions and they should be transparent and easy to 
administer. In achieving these goals, Treasury recognizes that the implementation of basic 
principles of tax policy may vary at the state level, although the fundamental principles of 
neutrality, consistency, and non-discrimination apply at all levels of government. 

5 



Advisory Commission on Electronic Commerce 

We applaud the creation of the Advisory Commission on Electronic Commerce, and look 
forward to working with you to structure the Commission in a way that meets our mutual goals. 
As Deputy Secretary Summers stated when expressing his support for H.R. 4105, "In conjunction 
with this moratorium, we need to establish a commission that will explore the longer-tenn issues 
raised by electronic commerce, and develop a policy framework that is fair to states and localities 
while allowing the Internet to earn its fair place in the ever-changing world." The Commission 
allows states and localities, industry, taxpayers and the Federal government to work together in 
finding a solution to these issues. 

No one has the intention of allowing the Internet to become a tax haven that will drain 
states and localities of needed revenues. Indeed, it is vitally important to recognize the legitimate 
concerns of neutrality and equity that exist. Thus, we are encouraged to see that the issue is on 
the agenda of the Commission, as it provides a forum for exchanging of views by all interested 
parties and incorporating those views into appropriate policies. 

Conclusion 

The objectives of the Internet Tax Freedom Act are consistent with the general tax policy 
principles I have described. The Act would impose a temporary moratorium on certain state or 
local taxes on the Internet or electronic commerce. It would establish an Advisory Commission 
on Electronic Commerce composed of representatives from the Federal Government, State, local, 
and county governments, and business and taxpayers who would undertake a thorough study of a 
broad range of issues concerning the Internet and electronic commerce. Treasury wholeheartedly 
supports the goals and underlying objectives of both versions of the Internet Tax Freedom Act, 
and we are ready to work with the Committee to reach our shared objectives. 
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FOR IMMEDIATE RELEASE 
July 16, 1998 

Contact: Paul Elliott 
(202) 622-2960 

PRESIDENT CLINTON TO NOMINATE JOHN D. HAWKE, JR. 
AS COMPTROLLER OF THE CURRENCY 

The President today announced his intention to nominate John D. Hawke, Jr. as the 28th 
Comptroller of the Currency. The Office of the Comptroller, which was created in 1863 as part 
of the Treasury Department, administers the national banking system. 

Mr. Hawke has served since June 1995 as Under Secretary for Domestic Finance at the 
Treasury Department. In that role, he oversees policy and legislation in the areas of financial 
institutions, Treasury securities and public debt management, capital markets, government 
financial management services, federal lending, and government sponsored enterprises. He 
serves on the board of the Securities Investor Protection Corporation, and chairs the Advanced 
Counterfeit Deterrence Steering Committee, an interagency group that addresses policy questions 
involving counterfeiting and currency design. 

Prior to joining the Treasury Department, Mr. Hawke was a Senior Partner at the 
Washington, D.C. law firm of Arnold and Porter, where he headed the financial institutions 
practice. He joined the firm as an associate in 1962 and was elected a partner in 1967. From 
1987 to 1995 he served as chairman of the firm. In 1975 he left the firm to serve as General 
Counsel to the Board of Governors of the Federal Reserve System, returning to Arnold and 
Porter in 1978. 

From 1970 to 1987 Mr. Hawke was an adjunct professor of law at the Georgetown 
University Law Center, where he taught federal regulation of banking. He also taught courses on 
bank acquisitions and financial regulation at the Columbia University School of Law and at the 
Boston Center for Banking Law Studies. where he serves as Chairman of the Board of Advisors 
of the Morin Center for Banking Law Studies. He is the author of "Commentaries on Banking 
Regulation," published in 1985. 

Mr. H1wke came to Washington in 1960 as a law clerk to Judge E. Barrett Prettyman on 
the United States Court of Appeals for the District of Columbia Circuit. From 1961 to 1962 he 
served as counsel to the Select Subcommittee on Education in the House of Representatives. 
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Mr. Hawke received his B.A. from Yale University and his LL.B. from Columbia 
University School of Law. From 1955 to 1957, he served on active duty with the U.S. Air Force. 

The Comptroller of the Currency is responsible for regulating and supervising the 
national banking system and the federally licensed branches and agencies of foreign banks doing 
business in the United States. This includes overseeing the organization, operation. and 
liquidation of national banks; reviewing and approving the organization of new national banks. 
the conversion of state-chartered banks into national banks, the establishment of branches by 
national banks, and consolidations or mergers of banks where the continuing institution is a 
national bank. In addition, the Comptroller serves as a member of the board of the Federal 
Deposit Insurance Corporation, a member of the Federal Financial Institutions Examination 
Council, and a member of the board of the Neighborhood Reinvestment Corporation. 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 16, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 52-WEEK BILLS 

Tenn: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

364-Day Bill 
July 23, 1998 
July 22, 1999 
912795BZ3 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.0801Ji 5.357\ 94.864 
High 5.095" 5.375" 94.848 
Average 5.095\ 5.375\' 94.848 

Tenders at the high discount rate were allotted 51%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

38,690,525 
933,649 

39,624,174 

1,069,000 

40,693,174 

5,305,000 
384,600 

46,382,774 

Bid-to-Cover Ratio = 39,624,174 / 8,988,884 4.41 

1/ Equivalent coupon-issue yield. 
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$ 

$ 

Accepted 

8,055,235 
933,649 

8,988,884 

1,069,000 

10,057,884 

5,305,000 
384,600 

15,747,484 
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Secretary Robert E. Rubin 
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Nairobi, Kenya 

It is a pleasure to speak with you today and I am delighted to be in Nairobi at the School 
for Monetary Studies, an institution that plays a key role in training Kenya's new generation of 
public officials and private professionals for finance and economic management. The U.S. 
government is looking forward to working with your institution, and we are beginning the 
process of engaging our private sector, including Citibank, to develop a technical assistance 
program with your institution. In all countries, including our own, a committed and professional 
civil service is key to economic performance and a healthy society. I can think of no better place 
to discuss my topic for today, the importance of good governance to economic performance in 

developing countries. 

I've come to Kenya because Kenya is a regional economic center, the largest economy in 
East Africa and an important and historic ally of the United States. Kenya has played a vital role 
in working to resolve conflicts in Sudan and Somalia, in promoting the East African Cooperation 
group and in facilitating efforts by the U.S. government to give humanitarian assistance to the 

victims of conflicts in the region. 

During my travels through Africa this past week I have met with business people from 
large and small enterprises, government officials, students and villagers. All of them have given 
me a deeper understanding of the opportunities and challenges facing the diverse nations of Sub
Saharan Africa. Part of the purpose of my trip has been to continue the process President Clinton 
began with his trip in March. First to establish regular and ongoing dialogue between senior 
officials of our country and those of Africa to further improve our working together on the great 
alTay of issues of mutual concern vcry much including economic development. And second, to 
help convey to Americans an accurate and balanced view of Africa and its many countries. Too 
often in my country there is an unfair gap between the actual opportunities and problems and the 
perceived opportunities and problems in many African nations, to the detriment of investment 
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and trade for those African nations. This gap is a consequence of not recognizing the differences 
amongst nations, and the tendency to see all nations through the prism created by the most 
troubled. 

This is a pivotal time in the history of many African countries. Across the region, 
democracy has started to take root and 25 nations have held free elections since 1990. In many 
countries, market reforms have also begun to take hold, and, in response, average inflation for 
the region has fallen from 45 percent in 1994 to about 13 percent last year, and the region's 
annual average growth rate has risen from less than 2 percent over the period of 1990 to 1994, to 
4 percent in the period from 1995 to 1997. Sixteen countries had growth rates of 5 percent or 
substantially greater during that period. 

But even at those growth rates it will take many decades for African countries to achieve 
standards of living comparable to other emerging markets today. African nations must strive to 
attain even higher rates of growth on a sustained basis -- an achievable objective, although the 
path is certainly not easy. One of the keys to achieving those high levels of growth is attracting 
private investment. Although market reforms have caused portfolio and foreign direct investors 
to begin to take a new look at and invest in African nations -- a most promising contrast to the 
situation as recently as seven or eight years ago -- a great deal still needs to be done. 

A successful strategy to generate higher rates of investment in Africa needs to focus on 
three areas. First is attracting foreign capital. Sub-Saharan Africa received just 2 percent of total 
long-term private capital flows to developing countries last year, and the region remains heavily 
dependent on concessionalloans and grants from multilateral and bilateral donors. The relative 
importance of the foreign private sector in financing Africa's development has actually declined 
since 1970. Reversing those trends is critical for African nations. 

Second is to successfully mobilize domestic savings. This requires effective capital 
markets, which intermediates to bring domestic savings into the mainstream economy and then 
allocates that savings to the best investment uses. And third is to keep capital at home. A major 
investment problem in Africa is that so many Africans themselves have taken their money out of 
the continent: One scholar has estimated that 39 percent of the private wealth of Africans is held 

overseas. 

Kenya was on a good reform track for some time, had attracted capital and was starting to 
achieve strong growth. Following liberalization of its economy and economic reform, Kenya's 
inflation rate fell to ten percent in 1995 from nearly 100 percent two years earlier and its growth 
reached nearly 5 percent in 1995. That should have provided a base from which Kenya could 
have worked towards even higher rates of growth. But instead Kenya is now going in the 
opposite direction. Foreign direct investment has declined and growth has slowed. The challenge 
for Kenya is to get back on track towards strong growth and higher standards of living for its 

people. 
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There are many factors that need to be addressed for any country to attract private capital 
and foster growth -- sound macroeconomic policies, a strong financial system, openness to trade 
and investment, and an educated work force to name a few. In addition, good governance, which 
includes a well-managed public service and efficient implementation of policies, is central. 
Today, though, I want to focus on one aspect of governance that, despite its great importance, 
was considered a matter that could not be discussed as recently as a few years ago: corruption. 

To start, corruption is very much a political issue. An accountable, responsive and honest 
government is central to a government's legitimacy and, ultimately, political and social stability. 
Conversely, there are many instances of governments that have lost public support in part 
because of corruption. 

But corruption is also very much an economic issue. Corruption is a major impediment to 
economic activity, a cause of gross misallocation of scarce resources, and an additional cost to 
business that causes substantial inefficiency. Corruption is also a strong deterrent to foreign 
investment, especially in the global economy, where investors have so many options. Moreover
- and very importantly -- corruption in the public sector creates an environment conducive to 
crime and corruption in the private sector which exacerbates each of those problems. 

To be sure, no region or nation -- developed or developing -- can claim purity in this area. 
Corruptio.n exists everywhere, but corruption is especially troubling in developing countries, 
where it diverts the scarce resources needed so badly for health, education and housing. In short, 
corruption benefits the few and hurts the many. Finally, corruption, while increasing real risk for 
investors, also widens the gap between the perception and the reality of risk in African nations. 

Against that backdrop, I would like to comment on six elements critical to effectively 
combating corruption. 

First, a nation must have good, clear laws that can be easily and reliably enforced. Clarity 
of law and regulations and fairness of application and enforcement are issues raised repeatedly 
by the American and foreign businessmen with whom I have discussed investment in Africa. 
That requires courts that are adequately funded and independent of political pressure, as well as 
the appointment of honest and well-trained regulators and judges. 

Second is to establish strong, independent anti-corruption units with real authority and 

power. 

Third is to privatize state-owned enterprises and eliminate unnecessary controls on the 
economy. Both reducing the scope and the administrative discretion of government reduce the 
potential for corruption. for example. the fewer licenses that need to be granted and the fewer 
approvals that need to be obtained, the fewer opportunities there are for corruption. In many 
countries in Eastern Europe, for example, corruption has decreased significantly since the end of 
communism and the privatization and liberalization of much of the economy. 
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Fourth is to create a well-supervised, well-regulated, and competitive financial system 
that operates on a commercial basis and is not subject to the misalIocation of credit based on 
personal or political connections. In addition, good supervision and regulation are the best 
antidote to a financial system being used to siphon or launder money. I look forward to working 
with the government of Kenya and other African countries to develop an effective anti-money 
laundering strategy for this region. 

Fifth is to improve the operation of the public administration itself. Creating a sound civil 
service system entails strict conflict of interest rules, appropriate sanctions for malfeasance, and 
adequate compensation for employees. This may require civil service reform so the government 
functions more efficiently. 

Sixth is greater transparency. Shining light on the activities of government by publishing 
information about its operations and decision making is a powerful deterrent to corruption. In 
that regard, the International Monetary Fund has developed a code of fiscal transparency for 
governments which should be adopted. This code calls for governments to accurately disclose 
expenditures and thereby helps to hold governments accountable for their spending decisions. 
And a free press, acting as watchdog and critic, can contribute greatly to this effort. 

More broadly, with better economic and statistical information, savers, investors and the 
public have a better sense of what the government is doing and that, through the market or 
otherwise, can have a disciplining effect on government. The IMF has developed systems of 
statistical reporting to help governments improve their economic reporting. In my view Kenya 
could benefit by adopting one of these systems. 

There are also a number of other steps the international financial institutions -- including 
the IMF, World Bank, and the African Development Fund -- can take to help nations combat 
corruption. In my opinion, it is greatly in the interest of the people of the developing nations for 
the international community to focus on this issue because it is so central to economic 
development. I also believe it is important for the IFIs to withhold assistance when corruption 
undermines the viability and effectiveness of their reform programs, as they have done and 
should continue to do. But it is also important for the international financial and development 
institutions to provide technical assistance and other forms of support to help countries take the 
steps I've laid out above. 

Developed countries have an important role to play in addressing corruption as well. 
After all, corruption is a two-way street. In 1976, the United States passed the Foreign Corrupt 
Practices Act, which outlaws bribery by our businesses and investors in other countries. For the 
last several years, we have been urging the OECD countries to get forceful to discourage bribery. 
The OECD Bribery Convention was a critical step in recognizing the responsibility of industrial 
countries to discourage the giving of bribes by ending their tax deductibility and criminalizing 

them. 
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Having said that, the largest burden in this effort falls on the shoulders of African 
governments and the citizens of their countries. In fact, African governments are focusing on this 
problem. In November 1997 in Maputo and just last month in Accra, senior African leaders have 
come together to discuss openly anti-corruption strategies. Several nations, including Guinea, 
Benin, Ethiopia, Cameroon and others have taken specific legal or administrative actions to 
assert, or reassert, their commitment to good governance. 

The key to success is concrete action. In that spirit, I think it is very constructive that the 
government of Kenya and the World Bank have agreed to new procedures for the transparent and 
accountable administration of the El Nino Emergency Credit approved earlier this week. 

Pursuing policies designed to combat corruption is politically difficult -- as are almost all 
economic policies that are critical to economic growth and development. In the United States, 
we certainly have had throughout our history -- and continue to have -- real political struggle 
around important economic policy decisions. But we can't and you can't turn away from these 
difficult political challenges. The politics of reform must keep pace with the policies of reform. 

Over the last week, as I have traveled through Africa, I have learned first-hand about the 
difficulties that nations across the continent are confronting in achieving economic growth and 
political stability. But in this brief time I have also gained a sense of the enormous potential of 
the leaders, the peoples and the economies of these countries. In this pivotal period, many nations 
throughout Sub-Saharan Africa are focusing and moving forward on the key challenges to 
improving the economic well-being of their peoples -- sound macroeconomic policies including 
fiscal discipline; building human capacity by improving education and health; integrating 
regionally to create new markets and more efficient use of regional resources; and building 
accountable, transparent governments. And all of this is critical to attracting the private 
investment that African nations need to bring all their citizens into the economic mainstream and 
realize the opportunities in the global economy. 

Our government is committed to supporting the nations of Africa in the difficult process 
of economic transformation. And, in the last few years, the American private sector has begun 
portfolio investment in Africa and focus on foreign direct investment has increased substantially. 
In both the public and the private sectors, our nation is working to build a partnership that will 
forge stronger links between the United States and the nations of Africa, particularly those in the 
process of reform. And all of that will be to our mutual benefit. 

Across this continent, there are people like you who are developing the skills and talents 
to help transform their nations. All of you here will bear the responsibility of creating a strong, 
prosperous and democratic Kenya, with an economic and political system that works to the 
benefit of all. I wish you the best as you take on the enormous challenges that lie before you, and 
we are committed to helping you achieve your goals. Thank you very much. 

--30--
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Contact: Hamilton Dix 
(202) 622-2960 

WHITE HOUSE Y2K CHIEF TO SPEAK AT TREASURY'S PARTNERSHIPS/IT CONFERENCE 

Chairman of the President's Council on the Year 2000 Conversion John Koskinen will be the 
keynote speaker at the Treasury Department's annual Partnerships/IT Conference. The conference will be 
held from 7:30 a.m. until 4 p.m. on Tuesday through Thursday, July 21-23, at the International Trade 
Center, Ronald Reagan Building, 1300 Pennsylvania Avenue, N.W. 

During the three-day conference small, minority and women-owned businesses will have the 
opportunity to meet with Treasury representatives, small and large business prime contractors and other 
government agencies to discuss doing business with the federal government. IT (information teclmology) 
professionals will be able to learn state of the art information technology used at the Treasury Department. 

Treasury bureaus and industry leaders will showcase and demonstrate products all three days, 
including Secret Service's display ofthe ALERT vehicle and ATF's display of the Mobil Command Post, 
Rapid Response Laboratory and National Response Team Vehicle; and FinCEN's presentation of 
Artificial Intelligence teclmology to detect suspicious financial transactions and money laundering 

activities. 

• 

• 

• 

• 

• 

• 

Conference speakers will include: 
Chairman of the President's Council on the Year 2000 Conversion John Koskinen 
Wednesday, July 22, 10-10:45 a.m., Atrium Ballroom 
Netscape co-founder and Executive Vice President Marc Andreesen 
Wednesday, July 22, 11-11 :45 a.m., Amphitheater 
Former POW and author Col. Edward L. Hubbard USAF (Ret.) 
Wednesday, July 22, 9-9:50 a.m., Atrium Ballroom 
Dr. Victor Lawrence, Lucent Technologies, Bell Labs Innovations 

Thursday, July 23, 9-9:45 a.m., Atrium \3;:1IIrool11 
Treasury Assistant Secretary for Management zmcl Chief Financial Officer Nancy Killefer 

Thursday, July 23, 10-10:45 a.I11., Atrium Ballrool11 
CICSO Systems Chief Science Of1icer Dr. Bruce Nelsol1 

Thursday, July 23, 1-1:45 p.m., Amphitheater 
The Washington Post's Editor of The Federal Diary fvlike Causey 

Thursday July 23,12:30-12:45 p.m., Atrium Ballro0111 

Treasury Chief Information Officer Jim Flyzik 
Thursday, July 23,2-3 p.m., AtriuIll Ballrool11 
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The conference including all seminars and sessions is open to the media without registration. 
Individuals attending the conference must be registered to attend the seminars and sessions. Exhibits and 
showcases are open to the public without registration. For conference and registration information, please 
see the Treasury website at www.treas.gov.conference. 

Media wishing to attend should call the Federal Small Business Technology Council at (301) 206-
2940, ext. 212 with name and affiliation. 
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RESULTS OF TREASURY'S AUCT10N OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
July 23, 1998 
October 22. '~98 
91279SAN1 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investmenr 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.950% 5.081% 98.749 

High 4.955% 5.090% 98.747 

Average 4.950% 5.081%- 98.749 

Tenders at the high discount rate were allotted 54%. 

AMOUNTS TENDERED AND ACCEI'TED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

Tendered 

35,746.611 
1,138,480 

-----------------
36,885,091 

246,500 
-----------------

s 

37,131,591 

3,430,500 
o 

40,562,091 

Bid-to-Cover Ratio = 36,885,091 / 5,527,122 6.67 

1/ Equivalent coupon-issue yield. 
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$ 

$ 

Accepted 

4,388,642 
1,138,480 

5,527,122 

246,500 

5,773,622 

3,430,500 
o 

9,204,122 
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July 20, 1998 
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202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
JUly 23, 1998 
January 21, 1999 
912795AY7 

RANGE OF ACCEPTED COMPET1TIVE BIDS: 

Discount Invest:menc 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.035% 5,237% 97.455 

High 5.045% 5.250% 97.449 

Average 5.045% 5.250% 97.449 

Tenders at the high discount race were o11otted 51%. 

AMOUNTS TENDERED AND ACCEPTL::D (in thousands) 

Tender Type 

competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 
--_ .. -------------
$ 

s 

26,172,690 
1,218,B64 

27,391,554 

2,355,600 

29,747,154 

3,845,000 
o 

33,592.154 

Bid-~o-Cover Ratio = 27,391,554 I 4,908,504 5.58 

1/ Equivalent coupon-issue yield. 
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$ 

$ 

Accepted 

3.689.640 
1,218,864 

4,908,504 

2,355,600 

7,264,104 

3,845,000 
o 

ll,109,l04 
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RMBARGOED tlN'rII. 2: 30 P. !It. 
July 21, 1998 

CONTACT: 

TREAStl'Ry' S WEEKLY BII.L OFFERnm 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $13,000 million, to be issued July 30, 1998. This offering will 
result in a paydown for the Treasury of about $75 million, as thG maturing 
publicly held weekly bills are outstand~g in the amount of $13,082 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,793 million of the Macuring bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders_ Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $2,805 million as agents for foreign and 
international monetary authorities, which may be refunded within the offeri~g 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills ~ill be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CPR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about eaeh of the new securities are given in the attached offering 
highlights. 

000 

Attachment 
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KXGBLXGHTS OV TRBASURY OFHBRINGS or WEBKLY BILLS 
TO as XSSUKD JULy 30, 1998 

Offering Amount ...........••••••••••••..... $5,750 million 

peoQriptioo of Offeripg' 
Te~ and type of security ..••..•..•...••••• 'l-day bill 
COS]:11 number .....•.•.•..•.••.••••••..•••••• '12795 AP 6 
Auction date ..•.....••••••.••..•.••..•..••• July 27, 1998 
I •• ue date .•....•...••..•••.•.•....•...•••• July 30, 1998 
Naturity date ..•••.....•••••••.••...•••.•.• October 29, 1.998 
Original i.aue date •.....••••••••.•..•••.•• April 30,1.998 
Currently outstanding .•..•.••••••••.••.•••• $11,068 million 
MinilllUlD bid amount .•••.••••••••••••••.••••• $10,000 
Multiples •••••••.•••.••.••••••••••••••••••• $ 1,000 

The following rule. apply to ,11 .ecuritiel mentioned above. 

Submil,ion of 8id •• 

July 21, 1998 

$7,250 million 

182-day bill 
912795 AI • 
July 27, 1998 
July 30, 1998 
January 28, 1999 
July )0, 1998 

$10,000 
$ 1,000 

YODcompetitive bids .•••..•.•••••••••.•••.•. Accepted in full up to $1,000,000 at the average 
di.count rate of accepted competitive bids. 

Competitive bids ......................•.... (1.) Must be expressed as • discount rate with three decimals in 
incraments of .005\, e.g., 7.100\, 7.105\. 

Maximum R'CQgnlEod 814 

(2) Net long poaition for each bidder must be reported wben the 
sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined a. of one half-hour 
prior to the closing time for receipt of competitive tenders. 

It • Singl, yl,14 ••••.•••••..•••...•..•• 35' of public offering 

Maximum bward ...•...••••.•••.••....••.••••• 35% of public offering 

Receipt of Tendo". 
Noncompetitive t,nders ...•••..•.•...•.••••• Prior to 12:00 Doon H •• tern Dayligbt Saving time on auction day 
Competitive tender •.••.•..••..........••••• Prior to 1100 p.m. Ea.tern Dayligbt Saving time on auotion day 

Payment Te~8 ..•.......•...•.••..•...•••••• Pull payment with tender or by charge to a funds account 
at a r.deral Reserve Bank on issue date 
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SECRETARY ROBERT E. RUBIN 
SENATE FINANCE COMMITTEE 

Mr. Chairman, members of this Committee, I appreciate this opportunity to say a few 
words about the importance of savings to our economy and to make a few observations about 
promoting savings. 

Saving is obviously important for families; it is also critical for the nation at large. Savings 
provides the capital that funds investment, and increased investment, in turn, is critical to greater 
productivity and higher standards of living. 

Our national savings rate -- which is the sum of private and public savings -- has increased 
in the last few years, fi'om 3 I percent of GOP in 1992 to 6.5 percent last year. But this increase 
has been the net of a large increase in the public sa vings rate while the private savings rate has 
decreased the last five years The public savings rate reflects the move from a budget deficit that 
equaled five percent of GOP in 1992 to a projected budget surplus this year. Critical to this 
process was the President's defIcit reduction program, beginning with the 1993 Deficit Reduction 
Act, and the lower interest rates and greater economic growth it generated, which set off a 
virtuous cycle and further reduced the deficit 

Notwithstanding the recent increase in our national savings rate, it remains among the 
lowest of the industrialized nations and well belo\\ \\ here we were twenty to thirty years ago 
Raising our national savings rate further should be a high priority for our nation especially as we 
approach the retirement of the baby boom generatIon 

While new global capital markets allow us to draw on savings from abroad -- in fact, 
investment rates have substantially exceeded savings rates, and investment in plant and machinery 
is now at historic highs -- funding investment from abroad is not as desirable as funding it from 
domestic savings Etlicient as they are, global capital markets aren't perfect -- domestic savers 
continue to have a preference for investing in domestic assets, and the resulting dependance on 
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foreign capital increases the cost of capital for U. S. firms. Moreover, while foreigl}-fuilded 
investment provides a net benefit to our economy, the return on foreign-funded investment goes 
abroad. Perhaps most importantly, while capital is flowing from abroad because of our attractive 
environment with respect to economic policy and economic conditions, there is always a risk that 
this perception might change and, as a result, capital will become more expensive. One 
conclusion from this is the great importance of maintaining a sound macroeconomic environment, 
including fiscal discipline, so that we continue to attract capital at a low cost. 

It is very tempting with the projected budget surplus to cut taxes or increase spending, but 
I believe that instead, it is critical that we maintain the fiscal discipline which has been central to 
our strong economic growth over the last five years by adhering to the President's strategy of 
putting Social Security on a sound footing. Moreover, while our surplus projections are soundly 
based, we have had almost thirty years of deficits, and h(ive not yet had one full year in surplus. 
Projections are exactly that, projections, not certainties, and subject to change, even great change. 
We shouldn't commit to any policy, let alone to a large tax cut, to use the projected surplus until 
Social Security's long term financial integrity has been effectively addressed. That strategy will 
both protect retirement security and protect the fiscal discipline that his so central to our 
economic well being. Fiscal discipline is the hard path, not the easy path, but it is the right path 
for our economic well being. Large tax cut proposals based on projected surpluses are an 
unsound and unwise strategy for our future. 

Let me make two other observations about what will and will not contribute to increased 
savmgs. 

Most economic work strongly suggests that transforming the tax system to some form of 
consumption tax, whether the flat tax or a V AT, would have little impact on the savings rate. The 
savings rate is not very sensitive to the after tax return on savings. Therefore, I don't believe 
there is a savings argument for reducing the progressivity of the tax system. 

On the other hand, there is a broadly held view among economists that education and 
measures to facilitate savings do have an impact on savings Examples of successful education 
campaigns include the Savings Bonds campaign, and the marketing of IRA's and 401(K) plans 
Pension reforms and I RA reforms also have facilitated savings 

This Committee is making an imponant contribution to our nation's economic health by 
focusing on the importance of savings Deputy Secretary Summers and Commissioner Apfel will 
also be discussing various aspects of retirement sa\ ing in more detail. I look forward to working 
with all of you to promote savings, and to protect our nation's fiscal discipline, and thereby 
benefit both families and our nation as a whole as we approach a new century. Thank you very 
much 
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Mr. Chairman, my colleagues and I appreciate the opportunity to meet with you today to discuss 
new directions in retirement security policy -- an issue of critical importance to eve I)' American 
and to the future of our economy. One of the greatest challenges that we as a nation face as we 
enter the 21 st centul)' is ensuring the financial security of our population as it ages. Let me 
applaud this Committee for addressing and focusing attention on this question at this time. 

Let me focus today on the key challenge of helping working Americans prepare themselves so 
they can retire in good financial health. Given the salience of this issue, I will devote the bulk of 
my time to discussing the President's approach to the reform of Social Security. But I will end 
with some remarks on the other core elements of retirement savings - pensions, and private 
savmgs. 

I. The President's Approach 

Let me start by articulating the case for the President's policy of reserving the surplus until Social 
Security is fixed. Its basic premise is this the economy is remarkably strong. Our budget is the 
healthiest it has been for a generation But we may not always be in such a strong position. And 
we will certainly ne\er be in a stronger position to face the major challenge we have ahead of us -
the challenge of an aging society 

When the Social Security Act was passed in 193:,. :\l11erican life expectancy was 62 years 
Today, I am told that a married couple of 65 year-olds has an even chance of seeing a survivor 
pass the age of 90. These improvements in life e\pectancy, and a fall in birth rates, have put us on 
a path of decline in the number of American workers for evel)' Social Security beneficial)'. In 
1960, the ratio was 5 I to I. Today it is 3.3 to I In a little more than 30 years' time, when there 
will be twice as many elderly as there are today, the ratio will be just 2 to 1, and falling. 
There is a time to reap and a time to sow, and now is a time to sow. Now, at a time when our 
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economy is strong and we face a critical challenge ahead -- that is a time to prepare for the 
challenge we face 

The case for reserving the surplus until Social Security is fixed rests on three pillars. 

First, it is a fiscal imperative By acting to save Social Security first, we can ensure the long-run 
health of the budget. We can avoid a situation where we find ourselves facing the challenge of an 
aging society and its burden on the budget -- at the same time as shouldering the burden of 
servicing large amounts of debt. It is a fiscal imperative to assure the long-run solvency of the 
Social Security system now, when our economy is strong. 

The second pillar is the broad economic case that applies to America as a nation. In the end, what 
you earn depends on what you invest. We as a nation have been plagued for a long time by a 
national savings rate that is too low. In 1992, our net natIonal savings rate was just 3.1 percent. 
With the progress that we have made in reducing the federal deficit in the past five and a half 
years, the savings rate last year was 6.5 percent, nearly twice what it was in 1992. But that 
savings rate is still only a little more than half what we achieved in the 1950s and 1960s, when the 
economy grew most rapidly, and it still ranks America 19th of26 industrialized countries. 

A low national savings rate is a substantial problem because the only way that we can have 
investment in America, financed by Americans, is by increasing our national savings rate. As 
Secretary Rubin has already noted, as long as the national savings rate is too low, we face an 
unfortunate choice between reducing investments, on the one hand, and, on the other, relying on 
foreign capital to finance that investment, with the trade deficits that are associated with that 
borrowing. That is why it is imperative for us as a country to increase our national savings rate. 

By preserving the surpluses until the Social Security system's solvency has been established on a 
long-term basis, \\e act to increase national savings This step maximizes the growth potential of 
our economy \\hich is important to help the economy be as strong as it can be to face the 
challenge of an aging society 

Third, it is a national imperative to maintain Social Security as a basic public trust. Sixteen 
percent of our seniors -- one in six -- receive all of their income from Social Security. The bottom 
two-thirds of the aged population receive half of their total income from Social Security. Without 
Social Security, nearly 50 percent of aged Americans would be in poverty. That makes it 
imperative that we preserve as a basic public trust America's most effective public program -- for 
the next generation and the next generation and the generation after that. 

Social Security .is efTective, in large part because it is efficient More than 99 cents are paid in 
be.nefits by SOCIal Security f~r every dollar that is paid in by workers and employers. Few, if any, 
pnvate systems -- any\\ here 111 the world -- come close to matching this efficiency. One recent 



studyl estimates that during the pay-out phase of privately-provided annuities the loss to overhead 
alone averages more than 8 cents in the dollar. Another study, oflife insurance firms, by the 
American Council on Life Insurance found that on a per-dollar basis, expenses totaled 11 percent 
of annual income, or 16 percent of contributions, of which nearly half went in selling costs, or 
agents' commissions 2 Social Security, quite simply, is the most efficient insurance program in 
existence. Assuring the maintenance of this system for the next generation has to be a crucial 
imperative. 

II. Reform Issues for Debate 

Mr Chairman, a vigorous national debate is now well under wayan how best to rise to the 
challenge of strengthening Social Security -- a debate that will culminate in December with the 
President's White House Conference. There is a great deal still to decide -- and there are a great 
many issues still to be discussed. I will not prejudge any of those discussions today, but I would 
like to discuss some of the economic questions that can and must be asked of any serious proposal 
for reform. 

The first of these is whether the reformed system continues to assure an adequate stream of 
benefits for future retirees. Americans need a benefit they can count on, a fail-safe source of 
income, regardless of economic fluctuations and regardless of their generation. 

For example, various proposals call for investing Social Security funds in the stock market. This 
would potentially bring higher returns to workers but it would also bring higher risks. A careful 
balancing ofrisk and return would be required to assure that Americans' benefits are secure. We 
owe all our sons, our daughters and our grandchildren a good return. But we also owe them the 
guaranteed floor of protection that the program has been providing for all American workers and 
their families since 1940. 

A second question will be whether the reformed system continues to provide financial security for 
survivors and the disabled Unfavorable comparisons are often made between the returns on 
contributions ofTered by Social Security and the returns offered by the market. But we must 
always remember that the Social Security system is more than just a retirement system; it also 
offers important disability and survivors insurance In fact, one in three Social Security recipients 
is not a retiree. Any reform must ensure that Social Security is in a position to continue playing 
these other roles in the future. 

A third question would be whether the proposed reform adequately accounts for the need to 
continue payments to today's retirees It IS important to remember that Social Security is not 
advance funded If, as some have suggested, we were to move toward such a system, in which 

lMitrhell, Poterba and Warshansky et aI, NBER 1997 

2Cited in Mitchell, NBER, 1996 
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contributions of current workers are fully saved in order to be available the workers reach 
retirement age, then we would have to figure out some new way to pay for the Social Security 
benefits paid to current retirees. This "transition problem" must be taken fully into account when 
evaluating any proposals for comprehensive reform. 

Fourth, we will need to ask whether the reformed system maintains America's hard-won fiscal 
discipline By building up reserves for the years ahead, the Social Security Trust Fund is making 
an enormous contribution to our future by increasing the pool of national saving. In choosing the 
way forward we will need to be consistent with that strong record. 

As we proceed with this vital debate there will be many other issues to be discussed -- and many 
other questions to be considered. But I hope we will all be able to agree on the importance of 
maintaining Social Security as a basic public trust for future generations of Americans. And I 
hope we will all be able to agree that until we have met that obligation to our children, we should 
not risk the fiscal progress that we as a country have made. Today virtually every working man 
and woman in America is covered by Social Security Mr. Chairman, let us all agree that however 
we reform Social Security our children will be able to count on Social Security as their parents 
and grandparents did. 

III. Pensions 

Although much of the attention on retirement savings will focus on Social Security, we must not 
forget the importance of the other two legs of the retirement stool: pensions and private savings. 
Let me talk briefly about the state of pension coverage for American workers and the steps that 
this Administration has taken to encourage more retirement plan coverage for workers. 

At the present time there are shortfalls on both the supply and the demand side in the private 
pension market Half of all American workers are not covered by a retirement plan. And one 
reason that so many employers fail to offer such plans is lack of employee demand. Even among 
workers whose employers otfer plans, a surprising number fail to take advantage of the retirement 
savings benefits available to them Nearly 40 percent of employees earning less than $50,000 a 
year who are eligible to save through a 401 (k) plan choose not to participate in the program. 

One key to remedying this situation could be increased education about the importance of 
retirement saving For e:\ample, a recent study found that education provided in the workplace 
tended to increase worker participation in 40 I (k) plans The job here will not be easy. The same 
study concluded that newsletters, other written material, and even occasional seminars were not 
particularly effective in boosting employee participation in 401 (k)s. But frequent, face-to-face 
contact with employees was found to boost participation rates. Clearly, the issue of retirement 
savin~ is one of the more difficult and complex areas of personal finance. It could be that only a 
sustamed effort at employee education is likely to be successful 



In the past several years Congress and the Administration have taken a number of steps to 
encourage employer-provided pension coverage These efforts have focussed largely on three 
areas: expanding the number of people eligible for employer-provided pensions, simplifying 
pension laws for businesses, and making pensions more secure and portable for workers. 

The SIMPLE, a new retirement savings plan introduced last year as a low-cost option for small 
business, is proving popular with small business owners and their employees. We have also 
changed the law to allow tax-exempt organizations to sponsor 401(k) plans. 

To simplify existing pension rules we have repealed measures that had restricted the ability of 
family members of small business owners to save for their own retirement and have enacted the 
upcoming elimination of the overall contribution limits for employees who participate in both 
defined benefit and detined contribution plans. Beginning in 1999, employers will also be 
exe'mpted from nondiscrimination testing for 40 I (k) plans if they provide specified contributions 
to employees under a special safe harbor arrangement. 

Finally, we have enacted reforms to make pensions more secure and portable for workers, 
including the 1994 Retirement Protection Act, which has provided protection for the benefits of 
more than 40 million American workers and retirees. 

The President's FY 1999 budget proposes further expansions of programs to encourage 
retirement savings, particularly for small businesses and for moderate- and lower-income workers 
not currently covered by employer-sponsored plans These include: 

• encouraging payroll deduction -- or "direct deposit" -- IRAs by allowing employers to 
offer workers the opportunity to make I RA contributions on a pre-tax basis through 
payroll deductions. The convenience of this arrangement, as well as peer-group 
reinforcement, should encourage further participation in IRAs; 

• providing a new three-year tax credit for the administrative and retirement-education 
expenses of any small business that sets up a new retirement plan or payroll deduction IRA 
arrangement , 

• offering a new option for a simpler-to-administer pension plan for small business. 

IV. Private Savings 

With the economy performing so well and the elder members of the Baby Boom generation 
coming within reach of retirement - and hence into their peak asset-accumulation years - one 
might expect a high personal saving rate for the nation. But this is anything but the case. In fact, 
despite the rise in national saving, the personal saving rate hit a 50-year low last year, and there is 
clearly a risk that many Americans may not be doing enough to prepare. 
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This Administration is committed to providing our aging population, and future generations as 
well. with the tools for a financially secure retirement. Already. Congress and the Administration 
have taken a number of steps to increase the level of personal saving: 

• with the cooperation and leadership of members of this committee, we have expanded 
eligibility for IRAs and created a new vehicle to encourage additional saving: the Roth 
IRA 

• we have added inflation indexed bonds to the roster of government-issued securities 
These instruments provide savers with guaranteed protection against the corrosive effect 
of inflation on savings. Everyone who saw their nest egg severely diminished during the 
inflation of the 1970s can attest to the importance of this new savings vehicle. We are 
extremely pleased with the reception they have been accorded; 

• by changing the EE bond to allow holders to receive a higher rate of return and providing 
monthly accrual of interest. we have taken steps to make Savings Bonds more attractive. 
And earlier this month. we introduced inflation-indexed Savings Bonds; 

• finally. we have looked to harness new technology in making information about the 
savings bond program more readily available to all Americans. The Bureau of Public 
Debt, the agency at Treasury that issues Savings Bonds, will begin selling Savings Bonds 
on its home page on the World Wide Web later this year. 

V. Concluding Remarks 

Mr. Chairman. as Secretary Rubin mentioned earlier, any effort to increase our national savings 
rate must rest on three core principles. maintaining tiscal discipline; protecting the progressive 
structure of the tax system and strengthening Social Security. By ensuring that the surplus is 
reserved until Social Security is safe, we can help ensure that the Social Security system of the 
2 I st century continues to protect generations of Americans and promote both our economy and 
our values And we can help ensure that it continues to promote our hard-earned fiscal discipline. 

Mr. Chairman, while we may debate the policies by \\hich we will strengthen the pieces of the 
three-legged stool of retirement savings. there is no questioning the importance of strengthening 
all three of those legs I look forward to v.orking \\ith the members of this committee and with 
other~ in Congress as we take on this critical challenge Thank you. I would now welcome any 
questIons 

-30-
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TREASURY TO AUCTION $15,000 MILLION OF 2-YEAR NOTES 

The Treasury will auction $15,000 million of ~-year notes to refund 
$31,410 million of publicly held securities maturing July 31, 1998, and to 
pay dOwn about $16,400 mi1lion. 

In addition to the public holdings, Federal Reserve Banks hold $1,842 
million of the maturing securities for ehair own a~coUDts, which may be 
refunded b.y issuing an additional amount of the new security. 

The maturing securities held by the public include $4,464 million held 
by Federal Reserve Banks as agents for foreign aDd international monetary 
authorities. Amounts bid for these accounts by Federal Reserve Banks will 
be added to the offering. 

The auction ~11 be conducted in the single-price auction format. All 
competitive and noncompetitive awards will be at the highest yield of accepted 
competitive tenders. 

The 2-year notes being offered eoday are eligible for the STRIPS program. 

Tenders will be received at Federal Reserve Banks and Branches and at 
the Bureau of the Publi~ Debe, Washingeon, D. C. This offering of Treasury 
securities is governed by the terms and conditions set forth in the Uniform 
Offering Circular (31 CFR Part 356, as amended) for the sale and issue by 
the Treasury to the publi~ of marketable Treasury bills, notes, and bonds. 

Details about the new security are given in the attached offering 
highlights. 

As announced on May 6, ~998, the Treasury Deparement has discontinued 
issuing 5-year notes on a monthly basis. The last monthly 5-year note was 
issued on JUne 30, 1998. Beginning in August 1998, the 5-year note will 
replace the 3-year note in the quarterly refundings. 

000 

Attachment 
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HIGHLIGHTS OF TREASttRy OFFE~NG TO THE PUBLIC OF 
2-YEAR NOTES TO BE ISSUED JULy 31, 1'98 

$15 000 million 
Offering .Amoune •••••••.••• •••••••••••·•••• , 

Description of Offering: 
Term and type of security •.•••••••••• ····· 2-year notes 
Series .......•........•.•........•........ A:i'- 2 00 0 
COSIP number ••••••••••••••••••••••••• ··••· 912827 4M 1 
Auction date •••••••••.••••••••••••••. ·· ••• July 29,1998 
Issue daee ••••••••••.•••••.•••••..••. ·•.•• July 31,1998 
Dated date ••••••••••••••••••••••••••• ·•••• July 31, 1998 

.JUly 22, 1998 

Maturity date •••.•••••••.•.•••.••••• •·· ••• JUly 31, 2000 
xneerest rate ••.•••••••••••••••••••••..••• Determined baaea QA the hi9ho~t 

accepted competitive bid 
yield ••••..••••••••••••.•••••••••••••••••• Determined at auction 
Interest payment dates •••••••••••••••..••• Januar,y 31 and July 31 
MiuiZlr\l.m bid amount ••••••••..••••••••.. ··.• $5, 000 
Multiples •••••••••••••••••••••••.••••..••• $1,000 
Accrued interest payable by investor ..•••• None 
Premium or discount ••.•••••••••••.••...••• Dete~ined at auction 

S~IPS Information: 
Min~um amount required •.•••.••••••••..••• Determined at auction 
Corpus ~SIP number •••.••••••••••••...•.• 912820 DD , 
Due date(s) and C'OSIP number{s) 

for additional TIN'!' (s) ••••••••••••..•.•• Not applicable 

SUbmission of Bids: 
Noncompetitive bids: Accepted in full up to $5,000,000 at the highest 

accepted yield. 
competitive bids: 
(1) MUst be expressed as a yield with three dec~18, e.g., 7.123%. 
(2) Net long position for each bidder must be reported when the sum 

of the total bid amount, at all yields, and the net long posi~ion 
is $2 billion or greater. 

(3) Nee long position must be determined as of one half-hour prior to 
the closing t~e for receipt of competitive tenders. 

Maximum Recognized Bid at a Single yield •••••• 35% of public offering 
Maximum Award ••••.••••••••••••••••.•...••••••• 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders: Prior to 12:00 noon Eastern Daylight saving time 

on auction clay. 
competitive tenders: Prior to 1:00 p.m. Eastern Daylight Saving t~e on 

auction aay. 

Payment Terms: Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date. 



EXECUTIVE OFFICE OF THE PRESIOENT 
OFFICE OF MANAGEMENT ANO BUDGET 

WASHINGTON, D.C. 2:1503 

July 22, 1998 
(Senate) 

STATEMENT OF ADMINISTRATION POLICY 
(THIs STA.TEMENT HAS BEEN COORDINATED BY OMB wJTH lliE CONCERNED AGENCIES.) 

ILR. 11~ - Credit Unjon M,embenbjp As"" Act 
(Latourette (R) OH, KanjOIili (0) PA and 206 cosponsors) 

. 

The Administration strongly supports Senate passage ofH.R. 1151, as approved by the Senate 
Banking Committee, without extraneous or controversial amendments. The full Senate should 
reject amendments rejected at the Banking Committee mark-up, such as the amendment that 
would substantially weaken the Community Reinvestment Act by exempting certain bSllks from 
the Act's requirements. IfH.R 1151 were presCIl1ed to the President with such an amendment, 
the Secretary of the Treasury would recommend that the President veto the bill. 

The Senate Banking Committee version reflects a careful balancing of important goals: 
(1) protecting existing credit union members and membership groups; (2) removing un.certainty 
created by the Supreme Court's AT&T decision; (3) facilitating credit union expansion beyond 
core membersbip groups in appropriate circumstances, such as when necessary to meet the needs 
ofunderserved areas; (4) reforming credit union safety and soundness safeguards~ by instituting 
capital standards and a risk-based capital requirement, as well as further strengthening the Share 
Insurance Fund; and (5) reaffinning and reinforcing credit unions' mission of serving persons of 
modest means. The Ad.mioistration strongly opposes any efforts to upset this balance by 
stripping the bill of any of these important provisions. 

Specifically, Section 204 would require periodic review of eachF edera11y-insured credit union's 
record of meeting the needs of such persons within its membership. This requirement is flexible, 
tailored to credit unions, and will impose no unreasonable burden. It rests on the 
Congressionally mandated mission of credit unions and on the benefits of Federal deposit 
insurance. Inclusion of Section 204 is particularly important to keeping credit umons focused on 
their public mission in view of how the billlibera1izes the common bond requiremenL 

In addition. the Administration sees no safety and soundness basis for an amendment that would 
limit the ability of credit UDions to make business loans to their members. Existing safeguards, 
coupled with the new capital and other reforms in the bill. are sufficient to protect against any 
safety and soundness risk from member business len..1ing. 

H.R. 1151 would affect direct spending and receipts; therefore it is subject to the pay-as-you-go 
requirements of the Omnibus Budget Reconciliation Act of 1990. lbe Administration's 
preliminary estimate is that H.R. 1151 would have a net budget cost of zero. 
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I appreciate the opportunity to appear before this Committee to present the views of the 
Treasury Department on certain issues relating to the over-the-counter ("OTC") derivatives 
markets -- in particular, on the recent concept release issued by the Commodity Futures Trading 
Commission ("CFTC") and on the legislative proposal made jointly by the Secretary of the 
Treasury and the Chairmen of the Federal Reserve Board and the Securities and Exchange 
Commission ("SEC"). 

I would like to begin by saying that we at the Treasury greatly appreciate the efforts of 
Chairman Leach, as well as members of the Agriculture Committee, to bring about an agreement 
among the interested parties on this matter. The markets would be well served by such an 
agreement, but, in the absence of an agreement, we believe that legislation is essential to cure the 
uncertainty that has been engendered in this area. 

Before turning to the issues raised by the concept release, I would like to address briefly a 
separate issue in which the Chairman has expressed an interest. This is the legislative proposal 
made by the President's Working Group on Financial Markets relating to certain bankruptcy and 
financial institution insolvency issues - the "Financial Contract Netting Improvement Act of 
1998." I am pleased to report that aIJ the Working Group participants support this legislative 
initiative to improve the U. S. legal regime governing netting and termination of certain financial 
contracts in insolvency situations. Improvements in this area can help to reduce systemic risk in 
financial markets. 

We are appreciative that Chairman Leach has introduced our legislative proposal and are 
pleased to report that we have negotiated compromise language with industry participants who 
wanted somewhat broader legislation than we were prepared to propose. We look forward to 
working with this Committee and the Congress in order to enact this important legislation. 
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Now let me tum to the principal subject oftoday's hearing. The issuance of the CFTC's 
concept release is a serious development for the aTC derivatives market. While the market 
appears to have been somewhat reassured by the prompt expression of grave concern by 
Secretary Rubin, Chairman Greenspan, and Chairman Levitt immediately following issuance of 
the release, market participants remain worried about what the concept release may portend. 

The concept release suggests that the CFTC is at least considering imposing significant 
new regulatory requirements on the aTC derivatives market. The problem is that any attempt to 
use the Commodity Exchange Act (''CEA'') in its current form to accomplish this increases legal 
uncertainty about certain types of existing contracts and raises anew difficult jurisdictional 
questions. This serves to weaken, rather than strengthen, financial markets. It also may 
encourage more of this business to migrate overseas. That is why the Treasury, the Federal 
Reserve, and the SEC have disagreed with the CFTC's actions in this area, and it is why the 
agencies have jointly come to Congress for legislation providing legal certainty, while at the same 
time permitting a comprehensive review of these markets and consideration of whether or not 
changes in the regulatory regime should be effected through legislation. Currently, there is no 
clear consensus in the government or in the private sector concerning any possible additional 
regulation for this market, nor is there any consensus that the CFTC currently has the legal 
authority to regulate this market. We submit that the issue of major changes in the regulatory 
regime for aTC derivatives is ultimately for Congress to decide. 

The law in this area is not clear. For the past ten years, there has been an implicit 
consensus that the aTC derivatives market should be allowed to grow and evolve without 
deciding the difficult jurisdictional questions concerning the potential applicability of the CEA to 
any of these transactions. At the heart of that consensus has been a recognition that "swap" 
transactions should not be regulated as contracts subject to the CEA, whether or not a plausible 
legal argument could be made that any of these transactions are covered by the CEA. The CFTC 
release, even though it purports to do no more than pose questions, upsets that consensus because 
the inescapable inference is that it is premised on the CFTC's apparent conclusion that many 
swaps are subject to their jurisdiction as futures contracts and can be appropriately regulated as 
such. We do not concur with that conclusion. It is our collective view that swaps are not futures 
under the CEA, and that the Congress did not intend that swaps, or those who arrange swap 
transactions, should be subject to futures regulation. It is our judgment, and the judgment of the 
Federal Reserve and the SEC, that, in the absence of an agreement such as the one the Chairman 
has proposed, temporary legislation should be enacted as soon as possible to alleviate the current 
legal uncertainty created by the CFTC action while more permanent solutions are considered. 

The perceived threat from the CFTC's concept release to the aTC derivatives market is a 
serious issue because of the importance of this market. However measured, the aTC derivatives 
market is a huge, global market, which, when properly used, enables participants, including many 
businesses, to manage their risk exposures and lower their financing costs. For example, a small 
U. S. business involved in exporting or importing goods can use derivatives to protect against 
fluctuations in foreign exchange rates. aTC derivatives also serve as an alternative mechanism 
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for participants to take positions based on their market views, which can increase the liquidity and 
narrow the bid-ask spreads in the underlying cash markets. These functions of the OTC 
derivatives market serve to facilitate domestic commerce and international trade, capital 
formation, and international investment flows and, thus, ultimately, economic growth. 

Developments that disrupt this market are clearly not desirable. Such disruption can 
inhibit the use of an important risk management tool. AJso, the perceived threat has global 
implications because of the linkages among markets worldwide At some point, disruption can 
increase systemic risk, especially if a fear develops that obligations will not be honored on a large 
scale. 

In addition, the perceived threat has implications for the future of the derivatives market in 
the United States. Many of these transactions can easily be shifted to foreign financial centers. In 
testimony presented to the House Agriculture Subcommittee on Specialty Crops and Risk 
Management in April of last year, a representative of the International Swaps and Derivatives 
Association ("ISDA") pointed out that actions considered by the CFTC a decade ago had raised 
questions that undermined legal certainty in the US. market. ISDA said: "In response to these 
concerns, large segments of US. swap activity moved offshore, and some US. firms ceased 
development of swaps entirely, reducing the ability of US. businesses to manage the risks 
inherent in their businesses and inhibiting the growth of these activities at US. institutions." 

Because of the serious implications of the CFTC action, we and other members of the 
President's Working Group on Financial Markets concluded that a prompt response to the CFTC 
concept release was necessary. On May 7, the day the concept release was made public, the 
Secretary of the Treasury and the Chairmen of the Federal Reserve Board and the SEC expressed 
in a joint statement their grave concern about the CFTC's action, a concern stemming in part from 
reports about the possibility of increased legal uncertainty for certain types of OTC derivatives. 
The joint statement also indicated a willingness to pursue, if appropriate, legislation providing 
greater certainty concerning the legal status of OTC derivatives 

Since the CFTC's issuance of the concept release, the Treasury, the Federal Reserve, and 
the SEC have carefully considered what an appropriate next step should be. We concluded that 
we should seek narrowly targeted legislation, and, to this end, Secretary Rubin and Chairmen 
Greenspan and Levitt transmitted a legislative proposal to Congress on June 5. HR. 4062, 
introduced by Chairman Leach, is based on our proposal. 

In order to provide legal certainty to the market while the jurisdictional and regulatory 
issues are considered, our legislative proposal would do three things. First, it would require the 
President's Working Group to conduct a study ofOTC derivatives and hybrid instruments and to 
report to Congress the results of this study within one year. Second, it would prohibit the CFTC 
from restricting or regulating any swap or hybrid instrument eligible for exemption under current 
CFTC rules until the enactment of reauthorization legislation. Third, it would make clear that 
OTC derivative instruments based on non-exempt securities that meet the conditions of the 
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existing CFTC exemptive rule and that are entered into prior to the enactment of reauthorization 
legislation will not be deemed to be illegal under the CEA 

Chairperson Born has made the criticism that our legislative proposal could impede the 
Commission's enforcement efforts. That was certainly not our intention, and we have suggested 
that the CFTC provide drafting suggestions to ameliorate their concern. We feel confident that, 
working with the Congress and the CFTC, we can devise language that achieves the objective of 
bringing certainty to the market without having an overbroad and unintended effect. 

I would like to underscore that we at Treasury do not underplay the importal)ce of looking 
carefully at the derivatives markets. Our immediate concern is that the manner in which the 
CFTC has chosen to look at this market, which implies that many OTC derivatives are subject to 
its jurisdiction, causes substantial legal uncertainty about the validity and enforceability of certain 
derivatives. Other ways of considering the issues involved, including a study by the Working 
Group and consideration of proposed legislation by Congress, avoid the legal uncertainty that can 
be caused by interpreting the CEA in a very broad manner. 

Derivatives are extremely useful when properly used. They can also be abused. Also, 
there have clearly been large specific problems in the recent past in both the OTe and exchange
traded derivatives markets, as well as problems arising from inappropriate investments in complex 
securities with embedded derivatives. There are also issues relating to whether the derivatives 
markets could exacerbate a large, sudden market decline which merit continued study and 
vigilance. Having said that, though, it is not immediately apparent what the government's role 
should be in this international market. It is clear, however, that the current jurisdictional 
confusion in the United States is not helpful: in fact, it has become a significant problem. That is 
why we are asking Congress for time to study these issues without causing unnecessary legal 
uncertainty, which is not in anyone's interest. 

We understand the seriousness of making this proposal. To question an independent 
agency's concept of its jurisdiction and then to propose legislation that would temporarily curtail 
that agency's ability to act is not something we do lightly. We have concluded, however, that, in 
the absence of an agreement such as the Chairman has proposed, such legislation is necessary to 
avoid disruption and dislocation in the market ~hile the underlying issues are being considered by 

Congress. 

Concerns with the Concept Release 

The CFTC concept release raises important issues concerning the regulatory regime 
governing the OTC derivatives market. Without doubt, the CFTC release has raised legitimate 
questions that merit study, discussion, and debate. However, by raising these questions in the 
manner it has, two major problems have been caused. 
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First, the concept release appears implicitly to assume that the CFTC has broad 
jurisdiction over the aTC derivatives market. This is far from clear and is subject to dispute. The 
concept release has thus increased concern about the legal status of aTC derivatives, particularly 
those based on so-called non-exempt securities -- that is, those securities that, subject to the 
jurisdiction of the SEC, are not exempt from the registration provisions of the securities laws. 
These derivatives potentially include some equity derivatives, emerging market security 
derivatives, and credit derivatives, among others. This concern is created because of limitations 
on the CFTC's authority to exempt futures contracts based on non-exempt securities from the 
CEA. 

The problem arises because the unavoidable implication of the release is that the CFTC 
has decided it has jurisdiction to regulate the OTC derivatives market. If such jurisdiction exists, 
it must be based on the conclusion that many swaps are the principal type of contract covered by 
the CEA -- that is, futures contracts. If this conclusion is correct -- and we believe it is not -- it 
would call into question the legality of swaps involving non-exempt securities. 

Under a technical provision of the Futures Trading Practices Act of 1992 designed to 
preserve the Shad-Johnson Accord, which demarcated certain jurisdictional lines between the 
CFTC and the SEC, the CFTC does not have the authority to exempt futures contracts from the 
provisions of the CEA that prohibit all futures contacts based on non-exempt securities, except 
for futures contracts on security indices trading on a designated contract market. Consequently, if 
those aTC derivatives based on non-exempt securities are deemed to be futures contracts, they 
could be viewed as illegal and unenforceable. 

Second, the concept release causes uncertainty for other types of OTC derivatives -- even 
those that would clearly be covered by the CFTC's exemptive authority if they were deemed to be 
futures contracts -- since it raises the possibility of increased regulation over this market or new, 
restrictive interpretations of existing exemptions. As a result, in the absence of any reassurance to 
market participants, some business may not be undertaken in this market and other business may 
be shifted abroad. The United States could lose its leadership role in the aTC derivatives 
business as such business is moved to foreign financial centers perceived as providing more 
hospitable legal and regulatory climates for these transactions. 

We do not by any means suggest that there is a market threat anytime an agency reviews 
its regulations. The CFTC has put out numerous releases in which it has reviewed various parts 
of its rules with no unsettling impact on financial markets. However, it is only this concept 
release that has raised such enormous concern. This concern stems from controversy over the 
need for regulation of this market and over the reach of the CEA. Also, concern arises because 
the CEA, in its current form, cannot be used to regulate this market without causing an increase in 
legal uncertainty about certain contracts. This last issue concerns even those who may otherwise 
believe that some increased federal regulation or oversight of aTe derivatives is desirable. 
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Because there is significant uncertainty about the CFTC's jurisdiction, we believe that it is 
Congress that should decide whether there should be additional regulation of the OTC derivatives 
market in the U.S. The ability of many market participants to shift business abroad should be a 
consideration in any decision to increase or alter the regulatory regime for OTC derivatives. If, 
after careful consideration and debate, there is a decision that some more regulation is necessary, 
it should be accomplished in a way that provides legal certainty to market participants. 

Developments Since the Issuance of the Concept Release 

I need to emphasize, Mr. Chairman, that the concerns I have described are not 
hypothetical or academic. From our discussions with market participants, we understand that 
some derivatives business is already beginning to be shifted abroad because of the legal 
uncertainty in the US. We also understand from market participants that, ifit becomes obvious 
that the Congress is unwilling to address this issue, the move to curtail US. derivatives business 
and to shift much of this business abroad will accelerate. 

This is not just a parochial Wall Street concern but a problem that anecdotal evidence 
suggests is beginning to affect other types of businesses which are being deprived of an important 
risk management tool. For example, we have been told that derivatives dealers that previously 
offered major agribusinesses with customized agriculture risk management products have begun 
to pull back from this line of business as a result of the current legal uncertainty. We have also 
heard that major US. corporations are delaying or reconsidering OTC derivatives transactions in 
their own stock that they would use to hedge certain balance sheet risks and that a software 
company developing a product to support the OTC derivatives business has decided to do this 
business in the United Kingdom because of its perception that the US. regulatory environment is 
inhospitable and unstable. 

Furthermore, the general perception that the CFTC is trying to expand its regulatory reach 
through aggressive interpretations of the CEA has spilled over into other areas, including one that 
is of enormous importance to the US. Treasury and taxpayers. The CFTC recently wrote to the 
SEC requesting more time to comment on proposed rule changes filed by the Government 
Securities Clearing Corporation ("GSCC") to provide netting services for repurchase agreements 
based on government securities. The CFTC said in its letter that it needs the additional time to 
review whether the GSCC proposal raises CEA legal issues. As a result, there is some concern 
among participants in the government securities market about the CFTC's intentions with respect 
to this market. In addition to the CFTC's letter, the Chicago Mercantile Exchange ("CME") sent 
a comment letter on the GSCC proposal that is troubling to us. If the principles enunciated in the 
CME letter were followed, especially those concerning the interpretation of the term "board of 
trade" in a provision of the CEA commonly referred to as the "Treasury Amendment," it would 
have a most seriously unsettling effect on the government securities market, a market whose 
efficient operation is crucial to the US. government and the taxpayers. 
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The Treasury Department views this threat to the market with the utmost seriousness. 
The CFTC letter indicates that the Commission has reached no conclusion on this issue and we 
are hopeful that it will not decide to go down this dangerous path. 

Background to the Jurisdictional Uncertainty 

As observers of CFTC jurisdictional questions well know, the current confusion and 
uncertainty concerning the scope of the CEA has its roots in the 1974 legislation that created the 
CFTC. That legislation significantly broadened the CEA by amending the definition of 
"commodity" so that the term is essentially open-ended. However, the term "futures contract" 
remained undefined. As a consequence, to take an example, interest rates are now a "commodity" 
for purposes of the CEA, but it is unclear what types of transactions tied to interest rates are 
futures contracts in an off-exchange context. 

Because it is possible to interpret the CEA, after the substantial amendments made in 
1974, in a very broad manner, jurisdictional and interpretive disputes have occurred among 
interested parties, which include both federal regulators and private industry groups. There have 
been good-faith efforts to resolve these disputes, such as the Shad-Johnson Accord, which was 
enacted into law in 1982. That accord resolved some jurisdictional disputes between the CFTC 
and the SEC concerning mainly exchange-traded derivatives on securities and security indices. 
However, no attempt at resolution has permanently solved the jurisdictional problems. 

During the 1980s, the swap market developed and grew rapidly, but it did so under a 
cloud of legal uncertainty created by the CEA Market participants believed they had good legal 
grounds for concluding that this new and growing business was not subject to the CEA ban on 
off-exchange futures trading. However, there was a threat that a court might disagree and decide 
that a swap was an illegal futures contract and hence unenforceable. If that had happened, the 
market could have been thrown into turmoil. 

In 1989, in response to this problem, which grew in importance as the aTC derivatives 
market expanded, the CFTC decided to address the issue. At the time, the CFTC did not have the 
authority to exempt futures contracts from the exchange-trading requirement of the CEA The 
CFTC therefore issued a policy statement saying it was "the Commission's view that at this time 
most swap transactions, although possessing elements of futures or options contracts, are not 
appropriately regulated as such under the Act and regulations" Given this view, the policy 
statement also said: "The Commission has determined that a greater degree of clarity may be 
achieved through safe harbor guidelines establishing specific criteria for swap transactions to 
which the Commission's regulatory framework will not be applied. Swaps satisfying the 
requirements set forth [in this statement] will not be subject to regulation as futures or commodity 
option transactions under the Act and regulations." 

While the CFTC policy statement was welcomed by the aTC derivatives community, 
there remained a degree of underlying concern about the legal status of swaps. The CFTC had 
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made a policy statement rather than a statutory interpretation, which would have had more legal 
force; the leadership of the CFTC could change and have a different view on this subject; and, 
because there is a right of private action under the CEA, it remained possible for parties to 
transactions to challenge the legality of the contracts they had entered into. 

In response to these concerns, Congress included provisions in the Futures Trading 
Practices Act of 1992 that were designed to provide greater legal certainty to this important 
global market. The mechanism chosen to clarifY the legality of the institutional OTC derivatives 
market was a compromise that did not fully satisfY any of the participants in the process. 
Congress gave the CFTC broad exemptive authority for futures contracts from all provisions of 
the CEA except, importantly, the Shad-Johnson provisions The legislative history expressed the 
expectation that the CFTC would use this new authority promptly to exempt the institutional 
OTC derivatives market from most provisions of the CEA. The CFTC exercised its new 
exemptive authority for OTC derivatives in January 1993. It is important to emphasize that the 
legislative history of the Futures Trading Practices Act and the preamble to the CFTC's 
exemptive rule both clearly state that no judgment was being made concerning whether the 
contracts that were exempted were subject to the CEA in the first place. 

The effect Congress intended was achieved. While there was no resolution of whether the 
CEA applied to any part of the OTC derivatives market, the CFTC's creation of a non-exclusive 
safe harbor brought legal certainty to much of this market, and the OTC derivatives market has 
flourished. 

This arrangement of allowing the OTC derivatives market to grow and evolve without 
having to resolve the CEA jurisdictional issues has worked, but it is fragile. The CFTC concept 
release has disturbed this arrangement, because it has raised a concern that what was intended as 
authority to calm the market by providing a safe harbor exemption may be expanded into a 
comprehensive regulatory regime. Specifically, questions raised in the concept release suggest 
that the CFTC may be considering: 

• Overseeing OTC derivatives clearinghouses; 
• Regulating multilateral transaction execution facilities for aTC derivatives; 
• Requiring registration by aTC derivatives dealers and perhaps other market participants; 
• Imposing capital requirements for OTC derivatives dealers; 
• Prescribing internal control requirements for OTC derivatives market participants: 
• Establishing extensive sales practice rules and disclosure requirements for OTC derivatives 

dealers; 
• Adopting recordkeeping and reporting requirements for aTC derivatives dealers, and 
• Requiring mandatory membership in a self-regulatory organization for aTe derivatives 

dealers. 
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We do not believe that Congress intended that the CFTC on its own should impose 
anything approaching such a comprehensive regulatory scheme for the OTC derivatives market 
when it passed the 1992 amendments to the CEA. 

Conclusion 

The state of the law with respect to OTC derivatives has become confused, and the 
concept release has heightened concerns among market participants. You heard from some of the 
witnesses at last week's hearing that, in light of the threat implicit in the concept release, they are 
considering curtailing or suspending their derivatives business in this country, and have actually 
begun to relocate some of their activities. Because of this and the very real danger posed to the 
market for non-exempt security derivatives, we believe that legislation is necessary to provide 
legal certainty to market participants until more permanent decisions can be made about the OTC 
derivatives market. 

The OTC derivatives market has grown very fast, and it is reasonable to consider whether 
it is necessary to make changes in how this market, or its participants, are regulated. However, 
because of the impact on OTC derivatives based on equities and other non-exempt securities, the 
CEA in its current form cannot be used as a tool by the CFTC to regulate OTC derivatives 
without creating more serious problems than it is ostensibly solving. In addition, any new 
regulation of this market should have the legitimacy of a clear legislative mandate from Congress. 

Our legislation does not try to resolve any of the issues permanently. That is why all of its 
provisions have time limits. It would simply give Congress and the Working Group agencies time 
to study the issues and to prevent harm to the markets while the issues are being studied. 

Any changes in the regulatory structure for derivatives should be carefully studied by the 
financial regulatory community and by C;ongress, with input from market participants and other 
interested parties, and we look forward to participating in this exercise. In considering whether 
additional regulation is necessary, we would caution that this is a global financial market. It is, 
therefore, relatively easy for participants to shift a considerable amount of business to other 
jurisdictions if they believe regulatory requirements in a particular country have become too 

onerous. 

Mr. Chairman, that concludes my prepared statement. I would be happy to respond to any 
questions you and other members of the Committee may have. 
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• DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

SECRETARY OF THE TREASURY 

The Honorable Alfonse M. D'Amato 
Chainnan 
Committee on Banking, Housing, 

and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chainnan: 

July 27, 1998 

As your Committee prepares to mark up S. 1405, the Financial Regulatory Relief and Economic 
Efficiency Act of 1997, I am writing to let you know of the Administration's concerns about the 
Federal Home Loan Bank. System, and potential changes to the System that we understand the 
Committee may consider at the markup. 

The Federal Home Loan Bank. System is of particular interest to the Treasury, given the benefits 
it enjoys. The System is exempt from federal and state income taxes. Interest on the System's 
debt is exempt from state taxation, and the System's securities are exempt from registration 
under the Securities Act of 1933. As a result of these and other benefits, market participants 
appear to believe that the federal government backs the System's debt, and that perception, in 
turn, enables the System to borrow large sums at rates below those paid by AAA-rated private 
finns. During the first quarter of 1998 alone, the System used this funding advantage to issue 
$614 billion in debt securities and replace the Treasury as the world's largest issuer of debt. 
Although much of the System's debt issuance is short-tenn (and thus unlikely to be funding 
long-tenn mortgages), its outstanding debt at the end of 1997 was $314 billion. 

We believe that two fundamental problems with the System must be promptly addressed. The 
first relates to the System's investment portfolio, which currently totals some $146 billion. The 
System uses this portfolio to conduct extensive arbitrage -- issuing debt securities at close to the 
Treasury rate and investing the proceeds in other, higher yielding securities. Most of the 
System's investments, which amount to about 40 percent of the System's assets, do nothing to 
support residential mortgage lending or otherwise advance the System's public purpose. We 
believe that any legislation aimed at refonning the System must resolve this serious problem 
through specific, objective limits on the System's investments. 

The second problem with the System is equally fundamental. Because money is fungible, there 
is currently no assurance that money lent by the System will actually be used to finance housing. 
When Congress created the System, only thrift institutions were eligible to join, and thrifts could 
generally invest only in home loans. But much has changed in the ensuing 66 years. 
Commercial banks now constitute 69 percent of the System's membership, and the powers of 
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thrifts have expanded to include commercial lending and other activities unrelated to housing 
finance. Moreover, capital markets have grown much more efficient, and an enormous 
secondary market has developed for residential mortgages. 

Thus, advances from the System have generally ceased to be a vital source of liquidity for many 
home lenders and have instead become a government-subsidized source of funds for practically 
any depository institution -- even those with ready access to the private capital markets. The 
System can serve a useful purpose for community banks lacking access to capital markets, and 
some institutions use System advances to fund portfolio lending in nonconforming mortgages 
and innovative programs that expand access to affordable housing. Given, however, that only 15 
percent of System advances go to community banks and that the vast percentage of System 
advances are short-:term (and thus clearly not funding mortgages), we believe that legislative 
changes are necessary to provide greater assurance that the System's government subsidy is 
being used to advance the public purposes for which the System exists. 

The existing Federal Home Loan Bank provisions ofS. 1405 fail to address either of these two 
problems. We continue to oppose such piecemeal System reform, and urge that these provisions 
-- which do not appear in the House version of the bill -- be stricken. Of even greater concern, 
however, is a reported proposal that would exacerbate the investment problem by significantly 
expanding the types of investments that the Federal Home Loan Banks can make. We would 
strongly oppose such efforts, as they lead the System in exactly the wrong direction. 

The Administration stands ready to work with you and the other members of the Committee to 
develop Federal Home Loan Bank legislation that modernizes the System while protecting and 
promoting the public interest in this government-sponsored enterprise. 

Sincerely, 

Robert E. Rubin 



PUBLIC DEBT NEWS-
Department of the Treasury. Bureau of the Public Debt. Washington. DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 27, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13 -WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
July 30, 1998 
October 29, 1998 
912795AP6 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 4.900\ 5.032\ 98.761 
High 4.920% 5.053\ 98.756 
Average 4.920t 5.053% 98.756 

Tenders at the high discount rate were allotted 61%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-on 

TOTAL 

$ 

$ 

Tendered 

27,001,685 
1,259,555 

28,261,240 

381,774 

28,643,014 

3,012,815 
69,826 

31,725,655 

Bid-to-Cover Ratio = 28,261,240 I 5,414,390 5.22 

1/ Equivalent coupon-issue yield. 
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$ 

$ 

Accepted 

4,154,835 
1,259,555 

5,414,390 

381,774 

5,796,164 

3,012,815 
69,826 

8,878,805 



PUBLIC DEBT NEWS 
Department of the Treasury. Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 27, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
July 30, 1998 
January 28, 1999 
912795AZ4 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.010\' 5.212% 97.467 
High 5.020t 5.222% 97.462 
Average 5.015t 5.216\' 97.465 

Tenders at the high discount rate were allotted 3\. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

28,019,624 
1,296,821 

29,316,445 

2,423,326 

31,739,771 

3,7BO,000 
442,674 

35,962,445 

Bid-to-Cover Ratio = 29,J16,445 / 4,893,775 5.99 

1/ Equivalent coupon-issue yield. 
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$ 

$ 

Accepted 

3,596,954 
1,296,821. 

4,893,775 

2,423,326 

7,317,101 

3,780,000 
442,674 

11,539,775 



OFFlCF. OF Pl'RU(' A Ft',\IR!\ • Isno PEIliN!'iYLV.&.NIA .WE'll'E. N.W.- \V,\SHI"lGTO;'ol. D.C .• 2U220. (202, (,22-2Y60 

EMBARGOED UNTIL 2:30 P.M. 
July 28, 1998 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

The Treasury will auction two series of Treasury bills 
approximately $13,000 million, to be issued August 6, 1998. 
result in a paydown for the Treasury of about $600 million, 
publicly held weekly bills are outstanding in the amount of 

Office of Financing 
202/219-3350 

totaling 
This offering will 

as the maturing 
$13,590 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $7,418 million of the maturing bills, which may be refunded at 
the weighted average discount rate of accepted competitive tenders. Amounts 
issued to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $1,953 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds_ 

Details about each of the new securities are given in the attached 
offering highlights. 

000 

Attachment 
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H:rGHLIGHTS OP TREASURY OPPERINGS OP WEEKLY BILLS 
TO BE ISSUED AUGUST 6, 1998 

JUly 28, 1998 

Offering Amount. . . . . . . . . . . . . . . . . . . .. . ........ $5,750 million $7,250 million 

Description of Offering: 
Te~ and type of security .......... . 
CUSIP number ....................... . 
Auction date ...... . 
Issue date ........ . 
Maturity date ...................... . 
Original issue date ................ . 
Currently outstanding .............. . 
Minimum bid amount ................. . 
Multiples .......................... . 

91-day bill 
912795 AQ 4 
August 3, 1998 
August 6, 1998 
November 5, 1998 
May 7, 1998 
$11,838 million 
$10,000 
$ 1,000 

182-day bill 
912795 BT 7 
August 3, 1998 
August 6, 1998 
February 4, 1999 
February 5, 1998 
$19,190 million 
$10,000 
$ 1,000 

The following rules apply to all securities mentioned above: 

submission of Bids: 
Noncompetitive bids 

Competitive bids '" 

Maximum Recognized Bid 
at a Single yield ............... . 

Maximum Award ..... . 

Receipt of Tenders: 
Noncompetitive tenders ............. . 
Competitive tenders ................ . 

payment Terms ..... . 

Accepted in full up to $1,000,000 at the average 
discount rate of accepted competitive bids. 
(1) Must be expressed as a discount rate with thrce dccLffials in 

increments of .005%, e.g., 7.100%, 7.105%. 
(2) Net long position for each bidder must be reportcd when the 

sum of the total bid amount, at all dlscount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined as of one half-hour prior 
to the closing t~ for receipt of competitive tenders. 

35% of public offering 

35% of public offering 

Prior to 12:00 noon Eastern Daylight Saving tine on auction day 
Prior to 1:00 p.~ Eastern Daylight Saving tine on auction day 

Pull payment with tender or by charge to a funds account 
at a Pederal Reserve Bank on issue date 
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OmCE OFPUBUCAFFAIRS· 1500 PENNSYLVANIA AVENUE, N.W .• WASIDNGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
July 29, 1998 

Contact: Hamilton Dix 
(202) 622-2960 

IMAGE REPRESENTING SACAJAWEA TO APPEAR ON NEW DOLLAR COIN 

Treasury Secretary Robert E. Rubin accepted the recommendation of the Dollar Coin 
Advisory Committee that the new dollar coin contain an image representing Sacajawea, the 
Native American woman whose presence was essential to the success of the Lewis and Clark 
expedition. 

Secretary Rubin established the Dollar Coin Advisory Committee in May to recommend 
a design concept for the heads (obverse) side of the new dollar coin. The Committee on June 12 
made their recommendation to Secretary Rubin that the new dollar coin bear a design of Liberty 
represented by a Native American woman, inspired by Sacajawea. Sacajawea was the Shoshone 
Indian tribe guide who in 1804 joined the Lewis and Clark expedition en route from the Ohio 
River Valley to the Pacific Ocean and back. 

The United States Dollar Coin Act of 1997 required the Treasury Department to place 
into circulation a new dollar coin similar in size to the Susan B. Anthony dollar coin, golden in 
color with a distinctive edge. The law required the Treasury Secretary, in consultation with 
Congress, to select the designs for both sides of the new coin, although the design on the tails 
(reverse) side is required under the statute to depict an eagle. Secretary Rubin determined that 
the design on the heads (obverse) side should be a representation of one or more women and 

could not depict a living person. 

The actual design of the new dollar coin will now be created by the Mint 
sculptor/engravers. The law requires the new dollar coin to go into circulation once the supply of 
Susan B. Anthony dollar coins is depleted, estimated to be spring 2000. 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 26239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
July 29, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 2-YEAR NOTES 

Interest Rate: 5 3/8% 
Series: AF-2000 
CUSIP No: 9128274M1 

Issue Date: 
Dated Date: 
Maturity Date: 

July 31, 1998 
July 31, 1998 
July 31, 2000 

STRIPS Minimum: $1,600,000 

High Yield: 5.475% Price: 99.813 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 55%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accepted 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

35,565,256 
1,587,631 

37,152,887 

1,841,750 
1,800,000 

40,794,637 

$ 

$ 

Median yield 5.464%: 50% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Low yield 5.400%: 5% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Bid-to-Cover Ratio = 37,152,887 / 15,000,631 2.48 
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13,413,000 
1,587,631 

15,000,631 

1,841,750 
1,800,000 

18,642,381 



DEPARTMENT OF THE TREASURY 

'lREASURY NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C.. 20220. (202) 622-2960 

EMBARGOED UNTIL 9.00AM 
Text as Prepared for Delivery 
July 30, 1998 

TREASURY DEPUTY SECRETARY LAWRENCE H. SUMMERS 
SENATE COMMITTEE ON AGRlCULTURE, NUTRlTION, AND FORESTRY 

Mr Chairman, thank you for giving me the opportunity to discuss issues raised recently 
regarding the regulation of the OTC derivatives market -- notably, the concept release issued last 
May by the Commodity Futures Trading Commission ("CFTC") and the subsequent legislative 
proposal put forward jointly by Secretary Rubin and the Chairmen of the Federal Reserve Board 
and Securities and Exchange Commission ("SEC"). 

As you know, Mr Chairman, the CFTC's recent concept release has been a matter of 
serious concern, not merely to Treasury but to all those with an interest in the OTC derivatives 
market. In our view, the Release has cast the shadow of regulatory uncertainty over an otherwise 
thriving market -- raising risks for the stability and competitiveness of American derivative 
trading. We believe it is quite important that the doubts be eliminated. 

Let me devote my remarks to three aspects of this issue: 

• the CFTC's concept release and the immediate risks to the American derivatives market 
that were posed by that release; 

• the rationale for temporary legislation to allay the immediate uncertainties triggered by 
the release and to enable Congress to undertake careful consideration of these issues; 

• some of the broader, conceptual considerations that should be taken into account when 
analyzing questions of the proper regulation of this market going forward. 

I. Concerns Raised by the CFTC's Concept Release 

Mr Chairman, the American OTe derivatives market is second to none. In a few short 
years it has assumed a major role in our own economy and become a magnet for derivative 
business from around the world. The dramatic development of this market has occurred on the 
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basis of complex and fragile legal and legislative understandings -- understandings which the 
CFTC release put into question. 

Let me first explain the principal legal and regulatory uncertainties created by the CFTC's 
concept release that was made public on May 7. I will then briefly explain the potential economic 
and financial concerns posed by the creation of this kind of legal uncertainty. 

Legal and regulatory uncertainties created by the concept release 

The CFTC concept release raises important issues concerning the regulatory regime 
governing the OTC derivatives market. Without doubt, the CFTC release has raised legitimate 
questions that merit study, discussion, and debate. I will be returning to some of these longer 
tenn questions in a moment. However, by raising these questions in the manner it has, two major 
problems have been caused. 

First, the concept release implicitly assumes that the CFTC has broad jurisdiction over the 
OTC derivatives market. This is far from clear. The concept release has thereby increased 
concern about the legal status of OTC derivatives, particularly those based on so-called non
exempt securities -- that is, those securities that are not exempt from the registration provisions 
of the securities laws. These derivatives include some equity derivatives, emerging market 
security derivatives, and credit derivatives, among others. 

If the CFTC did have broad jurisdiction over the OTC derivatives market, it would have 
to be based on ajudgment that many swaps are the principal type of contract. covered by the 
Commodities Exchange Act (CEA) -- namely futures contracts. This, in tum, would call into 
question the legality of swaps involving non-exempt securities, because the CFTC does not have 
the authority to exempt futures contracts based on non-exempt securities from the exchange 
trading requirement ofthe CEA that is embedded in the Shad-Johnson Accord. Consequently, if 
OTC derivatives based on non-exempt securities are deemed to be futures contracts, they could 
be viewed as illegal and unenforceable. 

Second, the concept release causes uncertainty for other types of OTC derivatives -- even 
those that would clearly be covered by the CFTC's exemptive authority ifthey were deemed to 
be futures contracts -- since it raises the possibility of increased regulation over this market. 

Mr Chainnan, for the past ten years, there has been an implicit consensus that the OTC 
derivatives market should be allowed to grow and evolve without deciding the various questions 
concerning the potential applicability of the CEA to any of these transactions. At the heart of 
that consensus has been a recognition that "swap" transactions should not be regulated as 
contracts subject to the CEA, whether or not a plausible legal argument could be made that any 
of these transactions are covered by the CEA. 
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The CFTC concept release, even though it purports to do no more than pose questions, 
upsets this fragile consensus because it suggests that the CFTC is at least considering imposing a 
significant new regulatory requirements on the aTC derivatives market. This, in tum, can only be 
based on a belief that many swaps are subject to CFTC jurisdiction as futures contracts and might 
appropriately be regulated as such. 

As I have indicated, we do not agree with this conclusion. It is our view, and that of both 
the Federal Reserve and the SEC, that swaps are not futures under the CEA. Thus, the 
Administration proposed temporary legislation to alleviate the legal uncertainty created by the 
release while more permanent solutions are considered. 

Potential economic and financial costs of market disruption 

- Mr Chairman, we believe that the uncertainties created by the release posed risks to the 
American aTC derivatives market. This is not a possibility to be taken lightly when one 
considers the critical importance of these activities to the growth and efficiency of our economy. 

The aTC derivatives market is a vast, increasingly global industry. By some estimates, 
the market now has a notional value of around $26 trillion, with contracts of more than $4 trillion 
undertaken in 1997 alone. The dramatic growth of the market in recent years is testament not 
merely to the dynamism of modem financial markets, but to the benefits that derivatives provide 
for American businesses. 

By helping participants manage their risk exposures better and lower their financing 
costs, derivatives facilitate domestic and international commerce and support a more efficient 
allocation of capital across the economy. They can also improve the functioning of financial 
markets themselves by potentially raising liquidity and narrowing the bid-asked spreads in the 
underlying cash markets. Thus, aTC derivatives directly and indirectly support higher 
investment and growth in living standards in the United States and around the world. 

Any disruption to this market brings two large potential costs. First, it could inhibit the 
use of an important risk management tool, thus reducing the efficiency our financial markets in 
channeling capital to its most effective use. 

Second, uncertainties of this kind threaten the position of the United States relative to 
other global trading centers, thereby depriving our economy of the multiple benefits which this 
activity affords. This concern is not hypothetical. From the opening of the Lloyds coffee shop in 
17th century London to the creation of the Eurodollar market in the early 1960s, the history of 
world financial markets offers plentiful cases in which chance differences in location or national 
regulation have brought major long-term consequences that could never have been predicted at 
the start. The lesson is that early dominance of a fast-moving industry should not be ceded lightly 
-- and even small regulatory changes should be considered very carefully indeed. 
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Our discussions with market participants suggest that derivatives business is beginning to 
be shifted abroad because of the legal uncertainty in the U.S. We also understand from market 
participants that the move to curtail U.S. derivatives business and to shift much of this business 
abroad could accelerate if it becomes obvious that we are unwilling to address this issue. 

Let me stress that this is not simply a matter of parochial Wall Street concern. Quite apart 
from the potential loss of key decision-making positions in the financial services industry and a 
decline in the depth and liquidity of our financial market, the broader economy would be 
adversely affected as firms would find it more costly -- impossible, even -- to obtain these 
financial products to support their growth and investment plans. 

In fact, anecdotal evidence suggests that the uncertainties created by the release had 
begun to spread beyond Wall Street to a broad range of industries -- all of which are being 
deprived of an important risk management tool. For example: 

• derivatives dealers who previously offered major agribusinesses with customized 
agriculture risk management products have reportedly begun to pull back from this line of 
business as a result of the current legal uncertainty; 

• major U.S. corporations are reportedly delaying or reconsidering OTC derivatives 
transactions in their own stock that they would otherwise have used to hedge certain 
balance sheet risks; 

• a software company developing a product to support the OTC derivatives business is said 
to have decided to do this business in the United Kingdom -- because of a perception that 
the U.S. regulatory environment is inhospitable and unstable. 

Mr Chairman, none of this is to suggest that markets are threatened every time that an 
agency reviews its regulations. The CFTC has put out numerous releases in which it has 
reviewed various parts of its rules with no unsettling impact on financial markets. It is only this 
concept release that raised such concern. 

In the presence of such uncertainty about the CFTC's jurisdiction, we believe that it is up 
to Congress to decide whether there should be additional regulation of the OTC derivatives 
market in the U.S. That is why Treasury, the Federal Reserve, and the SEC have disagreed with 
the CFTC's actions -- and the agencies jointly proposed legislation providing legal certainty, 
while at the same time permitting a comprehensive review of these markets and consideration of 
whether or not changes in the regulatory regime should be effected through legislation. 

II. The Joint Treasury/Federal Reserve/SEC Proposal 

Mr Chairman, the market appeared to have been somewhat reassured by the prompt 
expression of concern by Secretary Rubin, Chairman Greenspan, and Chainnan Levitt 
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immediately following issuance of the concept release. But market participants remain worried 
about what the concept release may portend. As a consequence, some business is reportedly not 
being done and other business is beginning to be transferred abroad. 

The longer that legal uncertainty persists, the greater the risk of market problems 
developing and the greater the risk that the U.S. will see its leadership position in derivatives 
erode as market participants seek jurisdictions with more certain legal and regulatory regimes. 

It was for this reason that Secretary Rubin and Chairmen Greenspan and Levitt 
transmitted a legislative proposal on June 5 that was designed to provide legal certainty to the 
market until Congress could study the issues: 

• first, the proposal would temporarily prohibit the CFTC from issuing new rules regulating 
any swap or hybrid instrument; 

• second, it would give some limited legal protection to OTC derivative instruments based 
on non-exempt securities; and 

• third, it would require the President's Working Group to conduct a study of OTC 
derivatives and hybrid instruments and to report to Congress the results of this study 
within one year. 

We understood the seriousness of making this proposal. To question an independent 
agency's concept of its jurisdiction and then to propose legislation that would temporarily curtail 
that agency's ability to act is not something we do lightly. We concluded, however, that such 
legislation was necessary to avoid disruption and dislocation in the market while the underlying 
issues were being considered by Congress. 

Last Friday, Chairperson Born sent a letter to Congo Smith, the Chairman of the House 
Agriculture Committee. In this letter, the CFTC agreed not to issue or propose new rules 
affecting swaps or hybrids until Congress reconvenes next year. It also reiterated something the 
CFTC had said in its 1989 Swaps Policy Statement -- that "swaps are not appropriately regulated 
as futures." Chairman Leach described this letter as going about half of the way to a resolution. 
While on Monday, eight market trade associations issued a statement calling the letter a 
"constructive step". 

We think the letter improves the situation with regard to the first two points addressed by 
our legislative proposal. However, as Chairman Leach noted, more needs to be done. On 
Monday, Chairman Smith said that it was his understanding that the CFTC would not issue or 
propose new rules affecting swaps or derivatives until Congress had time to consider the various 
issues. This is indeed welcome news, which perhaps can be amplified at today's hearing. In 
addition, market participants need some re-confirmation of Chairman Schapiro's statement of 
two years ago -- that "the Commission has not taken a position on whether swap agreements are 
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futures contracts." I believe that can be inferred from last Friday's letter, but the market would 
appreciate hearing it directly. 

III. Longer Term Conceptual Issues Raised by Recent Debates 

Even with this reassurance, Mr Chairman, there are still enormously complicated and 
difficult issues that Congress will have to address in next year's reauthorization. Treasury 
responded to the CFTC's concept release, because it poses risks to the continued strength and 
stability of the American OTe derivatives market. But this is not to deny that there are legitimate 
legal and regulatory questions involved. 

As I have said, derivatives can provide important benefits to financial markets and to the 
economy as a whole. But clearly, they can also be abused. And there have been certain problems 
that have arisen in recent years in both the OTC and exchange-traded derivatives market, as well 
as problems arising from inappropriate investments in complex securities with embedded 
derivatives. More broadly, questions have been raised as to whether the derivatives markets 
could exacerbate a large, sudden market decline. 

All of these questions merit careful study and continued vigilance. But if there is to be a 
broader reassessment of the regulatory and legal envirorunent governing this market it will be 
important this reassessment begins from the right place -- namely with the underlying rationale 
for goverrunent intervention in financial markets and its applicability to OTe derivatives. 

Government regulation of different financial instruments in the United States has been 
based on one or more of the following rationales, after a demonstration of the need for additional 
regulation. Such rationales are first, to protect retail investors from unscrupulous traders and 
second, to guard against manipUlation in markets where the scope for such manipulation exists. 
As Chairman Greenspan has noted, these have been the major concerns guiding regulation of 
American commodities markets from the CEA onwards. 

Once again, it is legitimate and valuable for Congress to consider whether it is necessary 
to make changes to the regulation of the entire OTe derivatives market. But I would note that it 
is not immediately obvious how either of these rationales applies in the case ofthe vast majority 
of OTC derivatives: 

• 

• 

first, the parties to these kinds of contract are largely sophisticated financial institutions 
that would appear to be eminently capable of protecting themselves from fraud and 
counterparty insolvencies and most of which are already subject to basic safety and 
soundness regulation under existing banking and securities laws; 

second, given the nature of the underlying assets involved -- namely supplies of financial 
exchange and other financial instruments -- there would seem to be little scope for market 
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manipulation of the kind seen in traditional agricultural commodities, the supply of which 
is inherently limited and changeable. 

To date there has been no clear evidence of a need for additional regulation of the 
institutional OTC derivatives market, and we would submit that proponents of such regulation 
must bear the burden of demonstrating that need. To address problems that have arisen affecting 
retail investors in certain foreign currency products, we would urge enactment of the provisions 
to amend the CEA that Treasury proposed last year. These would give the CFTC the necessary 
authority to protect retail investors from unscrupulous traders without harming legitimate activity 
in the rest of the derivatives market. 

IV. Concluding Remarks 

Mr Chairman, the OTC derivatives market has grown from nothing to become a highly 
lucrative industry of major international importance. It is reasonable to consider whether it is 
necessary to make changes in how this market is regulated. But there is currently no clear 
consensus in the govenunent or in the private sector concerning any possible additional 
regulation for this market. And there is certainly no consensus that the CFTC currently has the 
legal authority to regulate this market or raise questions about possible regulation of this market 
in the future. 

In this testimony I have put forward some of the considerations that Treasury believes 
ought to be kept in mind in approaching a resolution ofthese issues going forward. But this 
should not distract from our basic point: that any further clarification of the situation, not to 
mention any new regulation ofthis market, ought to come with the legitimacy of a clear 
legislative mandate from Congress. 

The CFTC's letter oflast Friday does not address the third leg of the joint 
Treasury/Fed/SEC legislative proposal: a Working Group study of the OTC derivatives market. 
If legislation is not forthcoming, Secretary Rubin, as Chairman of the Working Group, has asked 
me to assure the Committee that the Working Group will work to assist this Committee in 
evaluating the issues in whatever way would be helpful. We look forward to working with this 
Committee, with other members of Congress and interested parties as we work to resolve these 
issues in a way that safeguards America's position in this fast-developing global market. Thank 
you. I would be happy to respond to any questions you and other members of the Committee may 

have. 
-30-
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WASHINGTON, D.C. 20220 
bankNEWS federal financing 

FEDERAL FINANCING BANK July 3l~ 1998 

Charles D. Haworth, Secretary, Federal Financing Bank (FFB) , 
announcea the following activity for the month of June 1998. 

FFB holdings of obligations issued, sold or guaranteed by 
other Federal agencies totaled $43.2 billion on June 30, 1998, 
posting a decrease of $1,064.3 million from the level on 
May 31, 1998. This net change was the result of a decrease in 
holdings of agency debt of $485.6 million, in holdings of agency 
assets of $450.7 million, and in holdings of agency guaranteed 
loans of $128.0 million. FFB made 28 disbursements during the 
month of June, extended the maturity of 120 RUs-guaranteed loans, 
repriced one RUS-quaranteed loan, and refinanced 65 RUS
guaranteed loans. FFB also received 20 prepayments in June. 

Attached to this release are tables presenting FFB June loan 
activity and FFB holdings as of June 30, 1998. 
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BORROWER 

AGENCY DEBT 

U.S. POSTAL SERVICE 

U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 
U.S. Postal service 
U.S. Postal service 
U.S. Postal Service 
U.S. Postal Service 

FEDERAL FINANCING BANK 
JUNE 1998 ACTIVITY 

DATE 

6/1 
6/1 
6/2 
6/3 
6/15 
6/15 
6/16 
6/26 
6/29 
6/29 
6/30 

AMOUNT 
OF ADVANCE 

$300,000,000.00 
$159,700,000.00 
$247,000,000.00 
$69,760,000.00 

$134,000,000.00 
$150,000,000.00 

$83,200,000.00 
$15,000,000.00 

$213,100,000.00 
$150,000,000.00 
$120,500,000.00 

GOVERNMENT - GUARANTEED LOANS 

GENERAL SERVICES ADMINISTRATION 

Chamblee Office Building 6/10 $94,569.54 
Chamblee Office Building 6/15 $2,548,410.07 
Foley services Contract 6/18 $167,243.56 
Atlanta CDC Office Bldg. 6/29 $765.78 
Atlanta CDC Office Bldg. 6/29 $778.88 
Atlanta CDe Office Bldg. 6/29 $765.78 
Foley Square Office Bldq. 6/30 $1.18,596.00 

GSA/PADe 

reTe Building 6/18 $6,733,833.19 

RURAL UTILITIES SERVICE 

Orange County Elec. #466 6/2 $350,000.00 
+Oglethorpe Power #445 6/2 $3,287,406.27 
+Oglethorpe Power #445 6/2 $14,110,115.40 
+Oglethorpe Power #445 6/2 $4,686,688.12 
United Power Assoc. #432 6/12 $14,500,000.00 
Basin Electric #425 6/15 $17,475,000.00 
Farmer's Telephone #459 6/16 $176,949.00 
French Broad Elec. #481 6/16 $4,000,000.00 
Shelby County Elec. #465 6/23 $365,000.00 
Excelsior Elec. Corp. #46 6/26 $500,000.00 
Brazos Electric #437 6/29 $332,000.00 

S/A is a Semi-annual rate. 
~ 306C refinancing 

FINAL 
MATURITY 

6/2/98 
6/2/98 
6/3/98 
6/4/98 
6/16/98 
6/16/98 
6/17/98 
6/29/98 
6/30/98 
6/30/98 
7/1/98 

4/1/99 
4/1/99 
7/31/25 
9/2/25 
9/2/25 
9/2/25 
7/31/25 

11/2/26 

9/30/98 
1./3/11 
1/3/17 
1/3/11 
12/31/20 
9/30/98 
6/30/00 
1/2/29 
6/30/28 
12/31./31 
12/31/98 
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INTEREST 
RATE 

5.207% S/A 
5.142% S/A 
5.207% S/A 
7.701% S/A 
5.280% S/A 
5.246% S/A 
5.322% S/A 
5.121% S/A 
5.280% S/A 
5.121% S/A 
5.228% S/A 

5.567% S/A 
5.460% S/A 
5.879% S/A 
5.783% S/A 
5.783% S/A 
5.783% S/A 
5.793% S/A 

5.879% S/A 

5.257% Qtr. 
5.550% Qtr. 
5.663% Qtr. 
5.550% Qtr. 
5.710% Qtr. 
5.303% Qtr. 
5.516% Qtr. 
5.694% Qtr. 
5.762% Qtr. 
5.749% Qtr. 
5.378% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
JUNE 1998 ACTIVITY 

AMOUNT 
DATE OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

Marshalls Enerqy Co. #458 6/29 $80,000.00 
*Allegheny Electric #255 6/30 $3,414,982.10 
*Allegheny Electric #255 6/30 $1,243,368.51 
*Alleqheny Electric #255 6/30 $995,266.77 
*Allegheny Electric #255 6/30 $5,092,569.95 
*Allegheny Electric #255 6/30 $1,754,584.60 
*Allegheny Electric #908 6/30 $919,858.73 
*Allegheny Electric #908 6/30 $2,814,698.82 
*Allegheny Electric #908 6/30 $4,082,400.24 
*Allegheny Electric #908 6/30 $1,325,548.35 
*Allegheny Electric #908 6/30 $1,628,996.25 
*Allegheny Electric #908 6/30 $4,504,380.74 
*Allegheny Electric #908 6/30 $4,354,242.86 
*Allegheny Electric #908 6/30 $5,465,170.50 
*Arkansas Elec. 1920 6/30 $3,919,176.19 
*Arkansas Elec. #920 6/30 $599,386.15 
*Arkansas Elec. #920 6/30 $34,335.29 
"'Arkansas Elec. #920 6/30 $59,852.00 
*Arkansas Elec. ,920 6/30 $406,188.59 
"'Arkansas Elec. #920 6/30 $18,281.32 
*Arkansas Elec. #920 6/30 $5,426,241.76 
"'Arkansas Elec. #920 6/30 $4,851,287.57 
*Arkansas Elee. #920 6/30 $1,741,171.31 
wArkansas Elec. #920 6/30 $5,459,393.59 
*Arkansas Elec. #920 6/30 $3,639,730.74 
*Arkansas Elec. 1920 6/30 $2,853,299.23 
*Arkansas Elec. #920 6/30 $4,169,348.96 
*Arkansas Elec. #920 6/30 $2,544,648.54 
*Arkansas Elec. #920 6/30 $2,775,111.00 
*Arkansas Elee. #920 6/30 $4,010,550.20 
*Arkansas Elec. #920 6/30 $5,827,060 .. 67 
*Arkansas Elec. #920 6/30 $3,849,733.28 
*Arkansas Elec. #920 6/30 $4,279,653.53 
*Arkansas Elec. #920 6/30 $3,298,470.18 
*Basin Electric #425 6/30 $40,789,356.53 
"Brazos Electric #917 6/30 $3,626,712.43 
*Brazos Electric #917 6/30 $1,610,832.70 
*Brazos Electr ic #917 6/30 $397,237.82 
*Brazos Electric #917 6/30 $916,253.24 
*Brazos Electric #9~7 6/30 $1,196,342.85 
*Brazos Electric #91.7 6/30 $796,689.08 
*Brazos Electric #917 6/30 $458 t 053.36 

Qtr. is a Quarterly rate. 
* maturity extension or interest rate reset 
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FINAL INTEREST 
MATURITY RATE 

1/2/18 6.092% Qtr. 
12/3~/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
12/31/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
12/31/98 5.364% Qtr. 
12/31/12 5.486% Qtr. 
12/31/12 5.486% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/12 5.486% Qtr. 
12/31/12 5.486% Qtr. 
12,/31/12 5.486% Qtr. 
12/31/12 5.486% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/13 5.502% Qtr. 
12/31/20 5.737% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.~55% Qtr. 
9/30/98 5.155% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
JUNE 1998 ACTIVITY 

AMOUNT 
DATE OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

*Brazos Electric #917 6/30 $856,367.95 
*Brazos Electric #917 6/30 $1,023,652.35 
*Brazos Electric #917 6/30 $330,095.95 
*Brazos Electric #917 6/30 $239,570.64 
*Brazos Electric 1917 6/30 $407,630.36 
*Brazos Electric #917 6/30 $238,905.61 
*Brazos Electric #917 6/30 $171,169.20 
*Brazos Electric #917 6/30 $149,122.27 
*Brazos Electric #917 6/30 $81,699.97 
*Brazos Electric #917 6/30 $123,456.24 
*Brazos Electric #917 6/30 $39,735.64 
*Brazos Electric #917 6/30 $1,303,629.0.0 
*Brazos Electric #917 6/30 $162,672.50 
*Brazos Electric #917 6/30 $521,867.34 
*Brazos Electric #917 6/30 $779,518.79 
*Brazos Electric 1917 6/30 $58,261.11 
*Brazos Electric #91.7 6/30 $262,411.42 
*Brazos Electric #917 6/30 $984,031.79 
*Brazos Electric #91.7 6/30 $2,947,580.10 
*Brazos Electric #917 6/30 $1.,765,225.81 
*Brazos Electric #917 6/30 $1,057,899.21 
*Brazos Electric #91.7 6/30 $638,733.77 
*Brazos Electric #917 6/30 $453,175.1.9 
*Brazos Electric #917 6/30 $1,215,874.20 
*Brazos Electric #91.7 6/30 $1,579,819.4l 
*Brazos Electric #917 6/30 $2,597,303.17 
*Brazos Electric #91.7 6/30 $2,780,128.27 
*Brazos Electric #91.7 6/30 $547,310.61 
*Brazos Electric #917 6/30 $17,709.21 
*Brazos Electric #917 6/30 $933,727.77 
*Brazos Electric #917 6/30 $3,059,020.10 
*Brazos Electric #917 6/30 $2,394,621. 74 
*Brazos Electric #437 6/30 $4,349,354.98 
*Coop. Power Assoc. #130 6/30 $5,546,380.08 
*COOp.' Power Assoc. #130 6/30 $12,437,488.40 
*Coop. Power Assoc. #1.30 6/30 $309,279.12 
*Coop. Power Assoc. #130 6/30 $1,056,883.76 
@East River Power #1.17 6/30 $2,617,567.24 
*Farmers Telephone #399 6/30 $3,601,688.49 
~eorgia Trans. corp. #446 0/30 $23,031,495.00 

Qtr. is a Quarterly rate. 
@ interest rate l:Iuyclown 

rate reset * maturity extension or interest 
+ 306C refinancing 
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FINAL INTEREST 
MATURITY RATE 

9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.~55% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.155% Qtr. 
9/30/98 5.280% Qtr. 
9/30/98 5.280\ Qtr. 
~2/31/13 5.654% Qtr. 
1.2/31./13 5.619% Qtr. 
12/31/13 5.6l9% Qtr. 
12/31/13 5.61.9% Qtr. 
12/31./18 5.715% Qtr. 
6/30/99 5.487% Qtr. 
12/31/09 5.453% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
JUNE 1998 AC~IVITY 

AMOUNT 
DATE OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

+Georgia Trans. corp. #446 6/30 $250,001.29 
+Georgia Trans. corp. #446 6/30 $345,381.00 
+Georgia Trans. Corp. #446 6/30 $346,330.73 
+Georqia Trans. Corp. #446 6/30 $190,681.79 
+Georgia Trans. corp. #446 6/30 $2,208,439.20 
+Georqia Trans. Corp. #446 6/30 $117,361.74 
+Georgia Trans. corp. #446 6/30 $196,793.37 
+Georgia Trans. corp. #446 6/30 $307,480.73 
+Georgia Trans. Corp. #446 6/30 $658,842.88 
+Georgia Trans. Corp. #446 6/30 $403,645.90 
+Georgia Trans. Corp. #446 6/30 $227,601.33 
+Georgia Trans. Corp. #446 6/30 $1.37,098.23 
+Georgia Trans. Corp. #446 6/30 $477,556.22 
+Georgia Trans. Corp. #446 6/30 $1,047r33~.80 
+Georqia Trans. Corp. #446 6/30 $538,094.18 
+Georgia Trans. Corp. #446 6/30 $428,891.25 
+Georgia Trans. Corp. #446 6/30 $2,843,898.42 
+Georgia Trans. Corp. #446 6/30 $939,278.83 
+Georgia Trans. Corp. #446 6/30 $4,888,472.81 
+Georgia Trans. Corp. #446 6/30 $369,323.31 
+Georqia Trans. Corp. #446 6/30 $263,629.25 
+Georgia Trans. Corp. #446 6/30 $286,925.95 
+Georgia Trans. Corp. #446 6/30 $475,153.92 
+Georqia Trans. Corp. #446 6/30 $2,325,725.32 
+Georgia Trans. Corp. #446 6/30 $3,104,082.48 
+Georgia Trans. Corp. #446 6/30 $3,580,224.08 
+Georgia Trans. Corp. #446 6/30 $2,204,503.08 
+Georgia Trans. Corp. #446 6/30 $2 1 663,227.02 
+Georc;ia Trans. corp. #446 6/30 $2$079,039.37 
+Georgia Trans. Corp. #446 6/30 . 962,646.76 
+Georgia Trans. Corp. #446 6/30 $3,769,308.99 
+Georqia Trans. Corp. #446 6/30 $109,583.52 
+Georgia Trans. corp. #446 6/30 $1$354,509.86 
+Georgia Trans. Corp. #446 6/30 795,854.80 
+Georqia Trans. corp. #446 6/30 $767,095.09 
+Georqia Trans. Corp. #446 6/30 $80,965.77 
+Georgia Trans .. Corp. #446 6/30 $42,622.35 
+Georgia Trans. Corp. #446 6/30 $2,745,~74.52 

+Georgia Trans. Corp. #446 6/30 $4,114,976.88 
+Georgia Trans. corp .. #446 6/30 $~,981,962.23 

+Georgia Trans. Corp. #446 6/30 $642,435.~6 

+Georgia Trans. Corp. #446 6/30 $3,085,830.26 

Qtr. is a Quarterly 
+ 30se refinancing 

rate. 
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FINAL INTEREST 
MATURITY RATE 

~2/3~/09 5.453% Qtr. 
~2/31/09 5.453% Qtr. 
~2/3~/09 5.453% Qtr. 
12/31/09 5.453% Qtr. 
12/31/09 5.453% Qtr. 
12/31/09 5.453%' Qtr. 
12/31/09 5.453% Qtr. 
1/3/11 5.456% Qtr. 
1/3/11 5.456% Qtr. 
1/3/12 5.463\ Qtr. 
1/3/12 5.463% Qtr. 
1/3/1.2 5.463% Qtr. 
1/3/12 5.463% Qtr. 
1/3/12 5.463% Qtr. 
1/3/12 5.463% Qtr. 
1/3/12- 5.463% Qtr. 
1/3/17 5.547% Qtr. 
1/3/11 5.456% Qtr. 
1/3/12 5.463% Qtr. 
~/3/12 5.463% Qtr. 
~/3/~2 5.463% Qtr. 
1/3/12 5.463% Qtr. 
~/3/12 5.463% Qtr. 
12/3~/~3 5.490% Qtr. 
12/31/~4 5.508% Qtr. 
12/31/15 5.527% Qtr. 
1/3/~7 5.547% Qtr. 
1/3/17 5.547% Qtr. 
12/31/~4 5.508% Qtr. 
12/31/14 5.508% Qtr. 
~2/31/15 5.527% Qtr. 
~/3/~7 5.547% Qtr. 
1/3/17 5.547% Qtr. 
~/3/17 5.547% Qtr. 
1/3/~7 5.547% Qtr. 
1/2/18 5.564% Qtr. 
~2/31/19 5.592% Qtr. 
1/2/~8 5.564% Qtr. 
1/2/18 5.564% Qtr. 
1/2/18 5.564% Qtr. 
12/31/~8 5.580% Qtr. 
~2/31/18 5.580% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
JUNE 1998 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LQANS 

RURAL UTILITIES SERVICE 

+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georqia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georqia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
+Georgia Trans. Corp. #446 
*Georgia Trans. Corp. #446 
*Geor9ia Trans. Corp. #446 
*Hoos1er Energy Elec. #901 
*Hoosier Energy Elee. #901 
*N. pittsburgh Tele. #449 
+oglethorpe Power #445 
+oglethorpe Power #445 
+Oqlethorpe Power #445 
*Oglethorpe Power #445 
*Oglethorpe Power #445 
*Plains Elec. #918 
.Plains Elec. #918 
*Plains Elee. #918 
*Plains Elee. #918 
*Plains Elec. #918 
*Plains Elec. #918 
*Plains Elec. #918 
*Plains Elec. #918 
*Plains Elec. #916 
*South Miss. Elec. #421 
*San Miquel Electric #919 
*San Miguel Electric #9~9 
*Sho-Me Power #913 
*Tri-state #439 
*Tri-state #440 

6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 
6/30 

$2,659,360.00 
$1,948,486.81 
$3,364,199.97 
$3,804,735.54 
$3,812,232.28 
$3,911,765.75 
$2 t B22,565.16 
$3,874,583.97 
$4,588,610.27 

$11,035,512.03 
$4,744,322.73 
$2,697,601.10 
$4,530,562.42 
$1,350,252.66 
$5,901,620.74 

$168,597.92 
$7,890,495.40 

$10,023,842.67 
$20,942,881.14 
$1,384,203.78 
$3,132,000.00 

$15,302,478.68 
$10,249,229.96 
$15,212,499.10 
$38,898,495.40 
$17,846,286.15 

$5,562,780.81 
$9,394,036.45 
$6,774,936.31 
$6,893,146.74 
$5,515,825.55 
$2,874,980.65 

$855,954.89 
$1,559,559.61 

$554,961.13 
$7,995,699.13 
$9,365,784.89 
$9,834,183.69 

$401,376.38 
$10,347,000.22 
$13,209,725.63 

Qtr. is a Quarterly rate. 
* maturity extension or interest rate reset 
+ 306e refinancinq 

FINAL 
MATURITY 

12/31/18 
12/31/18 
12/31/18 
12/31/19 
12/31/19 
12/31/19 
12/31/19 
12/31/20 
12/31/20 
12/31/20 
12/31/20 
12/31/20 
12/31/20 
J.2/3J./20 
12/31/20 
1/2/24 
1/2/24 
12/31/19 
9/30/98 
9/30/98 
9/30/98 
12/31/J.4 
12/31/14 
12/31/18 
1/2/24 
12/31/J.9 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
12/31/18 
9/30/98 
9/30/98 
1/2/18 
12/31/25 
1/2/24 
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INTEREST 
RATE 

5.580% Qtr. 
5.580% Qtr. 
5.580% Otr. 
5.592% Qtr. 
5.592% Qtr. 
5.592% Otr. 
5.592% .otr. 
5.602% Qtr. 
5.602% Otr. 
5.602% Qtr. 
5.602% Qtr. 
5.602% Qtr. 
5.602% Otr. 
5.602% Qtr. 
5.602% Qtr. 
5.617% Qtr. 
5.751% Qtr. 
5.604% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.280% Qtr. 
5.508% Qtr. 
5.508% Qtr. 
5.580% Qtr. 
5.751% Qtr. 
5.604% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.l.55% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.71.5% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.554% Qtr. 
5.752% Qtr. 
5.751% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
JUNE 1998 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LeANS 

RURAL UTILITIES SERVICE 

*United Power Assoc. #911 6/30 $859,177.86 
*United Power Assoc. #911 6/30 $10,310,133.44 
"United Power Assoc. #911 6/30 $3,333,541.91 
*United Power Assoc. #911 6/30 $2 1 808,907.47 
*United Power Assoc. #911 6/30 $3,334,564.53 
"United Power Assoc. #911 6/30 $3,549,986.07 
*United Power Assoc. #911 6/30 $3,934,758.51. 
*united Power Assoc. #911 6/30 $1,103,373.92 
*United Power Assoc. #911 6/30 $839,734.97 
*United Power Assoc. #911 6/30 $513,216.20 
*United Power Assoc. #911 6/30 $1,054,307.47 

Qtr. is a Quarterly rate. 
.. maturity extension or interest rate reset 

FINAL 
MATURITY 

9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
9/30/98 
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INTEREST 
RATE 

5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Qtr. 
5.155% Otr. 
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Program 
Agency Debt: 
Export-Import Bank 
Resolution Truat Corporation 
U.S. Postal Service 

aub-total* 

Agency Assete: 
FmHA-ROIF 
FmHA-RHIF 
DHHS-Health Maintenance Org. 
DHHS-Medical Facilities 
Rural Utilities Service-CEO 

sub-total* 

Government-Guaranteed Loans: 
DOD-Foreign Military Sales 
DoEd-HECU 
DHUD-Community Dev. Block Grant 
DHUD-Public Housing Notes 
General Services Administration + 
DOl-Virgin Islands 
DON-Ship Lease Financing 
Rural Utilities Service 
SBA-State/Local Development dos. 
DOT-Section 511 

sub-total* 

grand-total· 

*figures may not total due to rounding 
+does not include capitalized interest 

FEDERAL FINANCING BANK 
Un millions) 

JUQe 30. 199B Ma~n, ~99B 

$ 0.0 $ 541.9 
352.3 416.6 

1.120.5 1,000.0 
1,472.8 1,959.4 

3,575.0 3 / 6'15.0 
10,9QO.0 11 / 350.0 

4.4 4.4 
12.3 13.0 

-- 4,59B,9 4,528,9 
19,190.6 19,641. 3 

2,891.3 2,922.7 
2.4 2.4 

32.9 32.9 
1,491.4 1,491.4 
2 / 452.3 2,472.3 

17.8 17.8 
1,224.9 1,2~4.9 

14,125. '1 14,209.4 
242.4 245.3 

3.9 J.9 
22,495.1 22,623.1 

:;;0:;;:=;: =: = =:=:= :=:::;;;;::===:=.=::== 

$ 43,158.5 $ 44,222.8 

Net Change 
6/1/9B-5/30/98 

$ -541.9 
-64.3 
120.5 

-485.6 

0.0 
-450.0 

0.0 
-0.7 
0.0 

-450.7 

-31. :3 
0.0 
0.0 
0.0 

-10.0 
0.0 
0.0 

-83.8 
-2.9 
!hQ 

-128.0 
::===:===-= 

$ -1,064.3 

Page B of B 

FY I 98 Net Change 
10/1/97-6/30/98 

$ -1,294.6 
-1,022.7 

-B43.Q 
-3,160.2 

0.0 
-2,630.0 

0.0 
-0.7 
0.0 

-2,630.7 

-156.9 
1.7 

-3.0 
-70.0 
42.6 
-0.9 

-B3.1 
-693.1: 
-32.5 

-0.1 
-995.3 

========== 
$ -6,786.3 
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OmCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASIDNGTON, D.C .• 20220. (202) 622-2960 

EMBARGOED UNTIL 3 :00 PM 
August 3, 1998 

Contact: Michelle Lynn Bonner 
(202) 622-2960 

TREASURY ANNOUNCES MARKET BORROWING ESTIMATES 

The Treasury Department announced on Monday that its net market borrowing for the July -
September 1998 quarter is estimated to be a pay down of $45 billion with a cash balance of $40 
billion on September 30. This is the first time since 1973 that net market borrowing in a July -
September quarter will be a pay down. The Treasury also announced that its net market borrowing 
for the October - December 1998 quarter is estimated to be in the range of $1 0 billion to $15 billion 
with a cash balance of $20 billion on December 31, 1998. This is the lowest net market borrowing 
in an October - December quarter since 1978. 

In the quarterly announcement of its borrowing needs on May 4, 1998, the Treasury estimated 
net market borrowing for the July - September quarter to be in the range of $0 billion to $5 billion 
with a cash balance of$40 billion on September 30. The decrease in estimated net market borrowing 
is the result of a higher than estimated end-of-June balance, an increase in estimated budget receipts 
and lower estimated budget outlays. 

Actual net market borrowing for the April - June 1998 quarter was a pay down of $97.9 
billion with an end-of-quarter cash balance of $72.3 billion. On May 4, the Treasury estimated net 
market borrowing for the April - June quarter to be a pay down of $11 0 billion with a cash balance 
of $45 billion on June 30. The lower-than-expected pay down is the result of a higher end-of-quarter 
cash balance, which included higher receipts, lower outlays and a larger net issuance of State and 

Local Government Series securities. 

The regular quarterly Press Conference will be held at 9:00AM on Wednesday, 

August 5, 1998. 

RR-2618 

For press releases, speeches, public schedules and official biographies, call our 24.1zour fax line at (202) 622-2040 

: 



DEPARTMENT OF THE TREASURY 

.................... ~~178£q~ .................. . 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

FOR Th1MEDIATE RELEASE 
August 3, 1998 

Contact: Michelle Lynn Bonner 
(202) 622 - 2960 

TREASURY TO ANNOUNCE RELEASE DATE FOR REDESIGNED $20 NOTE 

Tuesday, August 4 at Noon, Treasury Secretary Robert E. Rubin will announce the 
release date for the new $20 note in a photo opportunity in the Diplomatic Reception Room, 
Room 3327 at the U.S. Treasury Department. The note contains new and improved security 
features to deter counterfeiting. 

Secretary Rubin wiIl also announce a partnership with a group oflarge retail companies to 
help ensure a smooth transition to the new $20 note. These retailers have agreed to distribute 
posters, train cashiers, offer brochures to customers and include information about the new note 
in advertising circulars. Retail representatives will be present at the photo opportunity. 

Reporters without Treasury, White House, State Department, Congressional, Justice or 
Defense credentials, should call (202) 622-2960 with their name, date of birth, social security 
number and news organization to be cleared to enter the building. All reporters should enter the 
Treasury Department from the 15th Street entrance at 1500 Pennsylvania Avenue. 

Background materials on the new note are available through Treasury's interactive fax 
by calling (202) 622-2040 (request #1745 for a currency index) and on the Bureau of 
Engraving and Printing's website: www.moneyjactory.com. 

-30-

RR-2619 

For press releases, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 



PUBLIC DEBT NEWS 
Department of the Trusury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUcrION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 03, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUcrION OF 13 -WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
August 06, 1998 
November OS, 1998 
912795AQ4 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.970\ 5.102\ 98.744 

High 4.985\ 5.118\- 98.740 

Average 4.980\ 5.114\ 98.741 

Tenders at the high discount rate were allotted 14% . 

.AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-on 

TOTAL 

Tendered 
-----------------
$ 27,465,894 

1,390,526 

-----------------
28,856,420 

123,186 

-----------------
28,979,606 

3,313,010 
36,414 

-----------------
$ 32,329,030 

Bld-to-Cover Ratio = 28,856,420 / 5,642,340 = 5.11 

1/ Equivalent coupon-issue yield. 

RR-2~21 
htlp:/Jwww.pubUcdebLtreaa.gov 

$ 

$ 

Accepted 

4,251,814 
1,390,526 

5,642,340 

123,186 

5,765,526 

3,313,010 
36,414 

9,114,950 
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Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 03, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date; 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
August 06, 1998 
February 04, 1999 
912795BT7 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 5.030\' 5.233\' 97.457 

High 5.035\' 5.237\, 97.455 

Average 5.030\' 5.233t 97.457 

Tenders at the high discount rate were allotted 30t. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

. PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 
-----------------
s 28,003,103 

1,347,268 

-----------------
29,350,371 

1,792,614 

-----------------
31,142,985 

4,105,000 
530,386 

-----------------
$ 35.778,371 

Bid-to-Cover Ratio D 29,350,371 / 5,512,627 = 5.32 

1/ Equivalent coupon-issue yield. 

RR-2622 
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Accepted 

-----------------
$ 4,165,359 

1,347,268 

-----------------
5.512,627 

1,792,614 

-----------------
7,305,241 

4,105,000 
530,386 

-----------------
$ 11.940,627 



DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASlllNGTON, D.C. - 20220 - (202) 622·2960 

FOR IMMEDIATE RELEASE 
August 3, 1998 

Contact: Hamilton Dix 
(202) 622-2960 

RUBIN TO UNVEIL FIRST FIVE STATE QUARTER DESIGNS 

Treasury Secretary Robert E. Rubin will unveil the first five state circulating 
commemorative quarter designs in a photo opportunity at 11: 15 a.m. on Wednesday, August 5 in 
the President's Room (S-216) in the Senate side of the U.S. Capitol Building. The five states to 
have their designs appear on the quarter in 1999 are Delaware, Pennsylvania, New Jersey, 

Georgia and Connecticut. 

Congressman Michael N. Castle, chairman of the House Banking Subcommittee on 
Domestic and International Monetary Policy, U.S. Treasurer Mary Ellen Withrow, U.S. Mint 
Director Philip N. Diehl and state representatives will join Secretary Rubin in unveiling the new 

designs. 

The Fifty States Commemorative Coin Program Act (Public Law lO5-124) provides for 
the redesign of the tails (reverse) side of the quarters with designs emblematic of each of the 50 
states. The law provide for five states to be featured each year beginning in 1999, in the order in 
which the states ratified the U.S. Constitution or were admitted into the Union. 
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DEPARTMENT OF THE TREASURY 

'IREASURY f') NEW S 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N .W .• WASillNGTON, D.C .• 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
Text as Prepared for Delivery 
August 4, 1998 

DIRECTOR OF THE OFFICE OF FINANCIAL ANALYSIS 
JOHN H. AUTEN 

REMARKS TO THE TREASURY BORROWING ADVISORY COMMITTEE 
OF THE PUBLIC SECURITIES ASSOCIATION 

When you were here three months ago, the economy had completed a strong first quarter 
and seemed poised for further growth. It was recognized at the time that there had been a boost 
early in the year from unseasonably mild winter weather. For that and other reasons, it was 
widely anticipated that growth would be slower in the second quarter. The results are in now and 
that did prove to be the case. Growth slowed from a revised 5.5 percent annual rate in the first 
quarter to 1.4 percent in the second -- a drop of about 4 percentage points. 

That, in itself, may seem like quite a sizable move. But there was a phase during which an 
even larger decline was projected by many economists with growth expected to tum negative in 
the second quarter. Fortunately, we have been spared the potentially adverse effects on 
confidence that even a transitory negative quarter might have triggered. The fact of the matter is 
that the economy was strong in both the first and second quarters. If the economy was strong, 
how could growth fall by 4 percentage points? Since the now-settled GM strike cut from Ih to 
1 full percentage point from the second quarter, the net decline might be taken as 3-112 percent or 

a little less. 

Domestic final sales (the bulk of GDP) grew about as rapidly in the second quarter as in 
the first -- over 6 percent annual rate increases in real terms in both quarters. What about Asia 
and foreign demand generally? That was an area of weakness. But net exports subtracted 
somewhat more than 2 percentage points in hill.h the first and second quarters, dampening activity 
throughout. Hence, in a narrow arithmetic sense, this would not be a part of the 3-1/2 percent 
drop in growth. Instead, it was a swing in inventory investment which accounts for the entire 
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3-1/2 percent. The change in business inventories added 1.2 percentage points in real terms to 
growth in the first quarter when inventories rose by more than $90 billion, but subtracted 
2.3 percentage points in the second quarter when inventories rose by nearly $45 billion -- about 
one-half as much. 

When inventories are piling up because sales are slow, there is cause for concern. A sharp 
rise in inventory-sales ratios has been a clear sign of trouble in the past, sometimes signaling 
oncoming recession. But sales have not been slow this year, inventory-sales ratios generally 
remain at low levels by historical standards and business surveys do not suggest that inventories 
are regarded as excessive by those that hold them. It makes a world of difference whether 
inventory adjustments take place when aggregate demand is strong, as has been the case this year; 
or whether unsold goods pile up when demand is weak, which has not been the case this year. 

In any event, a sizable inventory adjustment did take place in the second quarter. 
Domestic demand continued to run close to its first-quarter pace, while production grew much 
more slowly, with selective cutbacks taking place, some of which were undoubtedly attributable 
to the Asian situation. With strong demand and flatter production, the rate of inventory 
accumulation fell sharply and pulled down growth in GDP. 

It seems questionable whether the macroeconomic situation has really changed very much 
in the first half of this year, despite the big difference in first and second quarter growth rates. 
The feel that one had from monitoring the flow of statistics from week to week and month to 
month was not that things ran at a 5-112 percent annual rate part of the way and then dropped 
sharply to 1-1/2 percent. There seemed to be much more consistency in the way the economy 
performed. This may be a case in which the first half rate of growth gives a better picture of what 
was happening than either of its quarterly components. 

It is a striking feature of recent economic performance that the economy could grow at a 
3-1/2 percent annual rate in the first half of the year while extending its record of good inflation 

performance. 

• The chain-weighted GDP price index (one of the broadest measures of inflation) rose at a 
little under a 1 percent annual rate in the first half of this year, down from about 1-3/4 
percent during all of last year. (Recent GDP revisions introduced some technical changes 
in the indexes which slightly lowered these readings.) 

• The consumer price index rose at a 1.4 percent annual rate in the first half of this year, 
down from a rise of 1.7 percent during all of last year. The core CPI, which excludes food 
and energy components, shows some acceleration, rising at a 2.5 percent annual rate, 

compared to 2.2 percent during all oflast year. 

The employment cost index, released last week, also showed so~e accelerati?n. It. )se 
3.5 percent over the year ended in June, up from 2.8 percent a year earlIer, and the biggest 
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increase in 4-112 years. Wage growth accelerated from 3.2 percent to 3.8 percent, and benefits 
from 2.0 percent to 2.4 percent. Even so, the combination of productivity developments with 
these compensation costs can be taken to suggest little increase in inflationary pressure. Over the 
year ended in the first quarter, private nonfarm productivity growth was a rapid 2.1 percent, 
offsetting all but about 1-112 percentage points of the 3.5 percent increase in private industry 
compensation costs through the first quarter. It remains to be seen whether or not a similar 
productivity offset will persist in the future. 

So, by and large, the economy did very well in the first half of the year. Real growth 
shaded down a little from about 3-3/4 percent last year to 3-1/2 percent in the first half of this 
year and might be expected to moderate somewhat further in the second half Some key inflation 
rates actually edged lower in the first half and others showed only modest upward drift. The 
Asian situation continues to introduce an element of uncertainty into the economic outlook; but 
domestic considerations alone would seem to suggest a path of fairly steady expansion. 

That is a summary of recent economic developments and the near term economic outlook. 
-30-
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DEPARTMENT OF THE TREASURY 

EMBARGOED FOR RELEASE AT 12 PM EDT 
August 4, 1998 

NEWS 
Hamilton Dix, Treasury (202) 622-2960 

Bob Moore, Federal Reserve (202) 452-3215 

TREASURY ANNOUNCES RELEASE DATE FOR REDESIGNED $20 NOTE 

Treasury Secretary Robert E. Rubin and Federal Reserve Board Chairman Alan Greenspan 
announced Tuesday the Series 1996 $20 note will be issued starting Sept. 24, 1998. The new $20 note 
contains improved security features to deter counterfeiting. 

Secretary Rubin also announced Tuesday that many large retail companies have partnered with 
Treasury to help ensure a smooth transition to the new $20 note, the first major redesign of the U.S. 
currency in almost 70 years. The retailers have agreed to educate their employees and customers by 
distributing posters to their outlets, training cashiers, offering pamphlets to the public, and including 
information about the new note in advertising circulars. 

Like the Series 1996 $100 and $50 bills introduced since 1996, the new $20 bill has a familiar 
appearance, since the size, color and historical subjects have not changed. It also incorporates several 
security features that have proved effective against would-be counterfeiters: a watermark; enhanced 
security thread; fine line printing patterns; color-shifting ink; and a larger, off-center portrait that is 
the most noticeable change in the overall architecture of the note. The new $20 bill also includes a 
capability that will allow the development of technology to help the blind ascertain the denomination 
of their currency; the new $20 and $50 notes also have a large numeral on the back that make the 
notes easier for millions of Americans with low vision to read. 

Since the $20 bill is so widely used in daily commerce and most frequently dispensed by ATMs, 
broad nationwide recognition of the new note when it is introduced will be critical to a smooth transition. 
A comprehensive Treasury/Federal Reserve public education campaign includes outreach to major 
retailers, financial institutions and business organizations, constituency groups, news media, schools, and 
the general public; and partnerships with key industry leaders. 

To date, nearly two million pamphlets and thousands of training videos and CD-Roms have been 
ordered by companies and business organizations contacted directly by Treasury, and a series of seminars 
in 20 different cities held jointly by the Federal Reserve and U. S. Secret Service drew more than 1,000 
representatives of businesses nationwide. A number of companies have made ~ignificant commitments to 
educating their employees and their .nillions of customers about the new $20 bIll. 

(more) 
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. ~ith stores, branches and a~liates around the country, these are a few of the companies and 
orgamzatlOns that have made extensIve commitments to--~ elp ensure that information about the new $20 
note reaches their front~line cashiers and consumers: 

• 

• 

• 
• 

• 

• 
• 

'Yal~Mart. will include a prom?tional ad in its Sept/Oct. circular reaching 84 million households; post 
slgnage at Its 100,000 cash registers; include materials in its company-wide training; and host Treasury 
speakers at its August managers convention. 

Supervalue will feature the note on paper grocery bags; display posters in more than 3,000 stores; and offer 
pamphlets to customers. 

Domino's Pizza Inc. will train employees; and distribute infonnation to all its franchisees. 

Kroger Company, Inc. will display tent cards and posters; include a $20 ad in their circular; play Treasury's 
radio announcement; host authentications seminars for their cashiers and send training CD-Roms to its 155 
stores; and enclose posters in all its employee paychecks. 

Greyhound Bus Lines will distribute posters and pamphlets to ticket agents and stations; and publish 
articles in all its internal publications. 

Ace Hardware will distribute posters, pamphlets and point-of-sale displays to all its stores. 

Many national associations are also actively participating in the education campaign, including: the National 
Retail Federation and International Mass Retail Association; National Association of Chain Drug 
Stores; Food Marketing Institute; and the American Association of Retired Persons. 

On September 24, banks and other depository institutions will begin receiving the first 
shipments of new $20 bills from Federal Reserve banks and branches around the country. The new 
notes will be available to customers in the days and weeks to follow as banks place and receive their 
currency orders. Some customers may not see the new $20 bills for some time, since their depository 
institutions may already have a large supply of the older series notes. There will be no recall or 
devaluation of the older~series notes, which will be removed from circulation as they wear out and are 

replaced with the new bills. 

Background materials on the new note are available through Treasury's interactive fax by 
calling (202) 622-2040 (request #1745 for a currency index) and on the Bureau of Engraving and 
Printing's website: www.moneyfactory.com. 

-30-

2 



DEPARTMENT OF THE TREASURY 

NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

EMBARGOED FOR RELEASE AT 930 AM COT 
Remarks as Prepared for Delivery 
August 4, 1998 

"THE GLOBAL ECONOMIC SITUATION AND WHAT IT MEANS 
FOR THE UNITED STATES" 

DEPUTY TREASURY SECRETARY LAWRENCE H. SUMMERS 
REMARKS TO THE NATIONAL GOVERNORS ASSOCATION 

MILWAUKEE, WISCONSIN 

Thank you. It is an honor to be here. Let me say, first, that I am particularly glad to be following 
Daniel Yergin here today. Because it is against the backdrop of the events described in his book -
the global embrace of the market and all that that implies -- that today's turbulent economic times 
should be considered. 

I would like to spend most of my time today discussing the global economic situation, the United 
States response to it, and the vital role of the IMF in that response. But let me begin with a few 
words about conditions here at home. 

The American economy today is the strongest it has been in a generation: 16 million new jobs in 
the past five and a half years, stable prices, real wages increasing at their fastest pace in 25 years, 
and lest we forget, the budget deficit is no more. At the start of the first Clinton Administration 
the deficit for 1998 was projected to be $357 billion. Today, as you know, we expect a significant 

surplus. 

These successes have come because our policies have been prudent, and in a deeper sense, 
because America is superbly placed to take advantage of the kinds of trends that Daniel Yergin has 

described. 

Emerging markets are paving the way for the world's first truly global economy. Countries where 
three billion people live have moved toward the market, with vast populations seeing a doubling, 
sometimes trebling of incomes in a single generation. And if you think about emerging markets, 
about Latin America, about Central and Eastern Europe, about Asia -- America is uniquely linked 
to all of these regions and uniquely placed to prosper from their emergence. 
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infonnatlon technolol..(v and modern competItIve finance are fast moving US toward a post~ 
mdustnal aQe And If-,:ou think about what thIs new economy means -- whether It IS AIG 10 

lIlsurance, ~tcDonald:s 111 fast-food, Walmart 111 retailing, Microsoft in software, Harvard 

Ul11verslty in education -- the leadmg enterpnses are American. 

And yet, as a wise former Secretary of State once said, "history knows no resting places and ~o 
plateaus". As strong as our economy is -- as well-equipped as we are to compete -- our capacity 

to continue this success in an ever-more interconnected world will depend in no small part on 
events beyond our shores And looking around the world, there are today enormous reasons for 

concern 

I. A Critical Time For The Global Economy 

What has been labeled the Asian financial crisis is today having a very substantial impact not 

merely in these countries but globaIJy. 

The Thai, Indonesia, Korean and Malaysian economies are all now expected to shrink 

substantially this year -- by upwards of 12 percent in the case of Indonesia -- with 

unemployment and inflation rising to unprecedented levels. 

Japan, the world's second largest economy, has been mired in recession for seven years 
and faces banking problems several times larger than our own Savings and Loan crisis in 

the early 19805 

In South Africa, where the US exports more than to all of the states of the former Soviet 
Union, we have seen the rand depreciate by over 20% in the last 3 months. 

And in Russia, continuing structural problems have been exacerbated by contagion effects 

from Asia and have raised serious questions about the future. Russia's trouble, in turn, has 
the potential to become Central Europe's -- and the world's. 

Make no mistake. Containing these problems is critically important to America's future. It is about 
safeguarding American Jobs, American savings and American national security. 

Trade has accounted for one third of our growth in this expansion and is the prime engine of high
wage jobs. More than 30 percent of those exports -- and 40 percent of our agricultural exports-
go to Asia. Already, exports to the economies in crisis are down by nearly one third, year-on-year. 
Pnvate forecasts are suggesting that the crisis could add one half, even one percentage point of 
GDP to the Ul1Ited States current account deficit this year. 

• ConsIder the Implic?tlOns of a sustamed criSIS for California, where about half oflast year's 
exports went to ASIa. 
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• Or Colorado, where exports to Thailand alone grew nearly four-fold between 1993 and 
1996. 

American markets have been remarkably strong in recent years, including through the last year, 
and American savings are ever more dependent on our markets. But history teaches us that the 
performance of our markets continues to become more closely linked to the performance of global 
markets, because our companies' profitability depends increasingly on these markets and because 
ever more capital flows across international borders. 

The Cold War is over but the world is still a fragile place. In too many ways -- nationalist forces, 
economic frustration, incipient ethnic conflicts, a shortage of institutions knitting nations together 
-- Asia bears resemblance to Europe at certain points early in this century. Seen in that light, a 
strong response to the crisis that prevents it from festering is forward defense of America's core 
interests. 

I am convinced that few issues we confront will be as important to the way the 21 st century begins 
as our management of these crises. Our goal is clear: to work to restore stability and growth in 
Asia and Russia and prevent further contagion in other markets. Let me now say a little about the 
means. 

ll. An Effective Response 

Our response in addressing these situations has been based on three principles. 

• 

• 

• 

First, a strong domestic response is the absolute prerequisite for restoring stability because 
any amount of financial support that goes into an economy will flow right back out if 
policies are unsound and governments are not credible. That means sound monetary and 
fiscal policies; that means policies to strengthen the financial system; and that means 
structural reforms to open the economy, raise transparency and let market forces operate. 

Second, in many ways, sovereign financial crises have elements of a self-fulfilling prophecy 
__ like bank runs, everyone expects failure or everyone expects everyone else to expect 
failure which leads to a rush to be the first one out and thus causes failure. Temporary, 
conditioned international financial support provides countries a bridge to overcome this 

self-fulfilling prophecy. 

Third, there must be strong policies to support growth in the major economies of the 
region. Because no country will emerge safely from crises in an environment of region-

wide deflation and declining demand. 

• The United States must continue to do its part in maintaining sound economic and 
financial policies that provide the basis for sustainable economic growth that we 

are experiencing today. 

3 



• 

• 

The Chinese have recognized that their continued commitment to addressing their 
financial sector problems and to maintaining a stable currency will be critical to the 

stability of Asia. 

Japan, the largest Asian economy, has an even more crucial rol~ to play. The n~w 
government has reaffirmed the importance of fiscal action to stimulate domestic 
demand and tackling decisively the problems in the financial sector. But as 
confidence has declined so too has the scope for further delay 

The crisis is still very much an unfolding story, and very large challenges lie ahead. There is no 
question that there is enormous economic distress being felt in the countries worst affected. This is 
inevitable given the massive withdrawals of private capital that have occurred. But it is 
encouraging that in those countries that were first hit and where policy has been most determined 

there has been evidence of containment: 

• In Korea and Thailand the run on the currency has stopped and production shows signs of 
stabilizing. The Korean won has risen more than 35 percent since January, retracing almost 
four-fifths of its decline, and import volumes have actually been rising in recent months. 

• And in Latin America, a quick response to market pressure in Brazil last fall has helped to 
maintain stabilIty in a region not so long ago considered highly vulnerable. 

The case of Mexico is instructive. In early 1995 Mexico was mired in crisis and a matter of days 
away from default. The economy shrank by 6 percent that year. But with strong policies and 
conditIOned support from the United States and the IMF, it grew over 5 percent the year after and 
has sustained that pace ever since. Unemployment has fallen and investment and real wages are on 
the rise. 

To be sure, the implementation of the principles I have been speaking about involves questions of 
balance. 

• 

National sovereignty should be respected, politics should be understood, and the provision 
of support should not engender a backlash against the providers. These criteria must be 
balanced against credible policies that will contain the crisis, reduce the risk of future 
crisis, and have the potential to increase confidence In Asia, the problems related to 
"crony capitalism" are at the heart of this crisis and that is why structural reforms must be a 
major part of the 1.t'v1F's solution 

Econom.ic growth -- not austerity -- is a crucial objective of support programs, but a 
resu.mptlOn 0: market con.fidence is essential to restore growth, with this balance being 
particularly difficult to stnke when banks are failing and currencies collapsing. It does bear 
emphaSIS that Interest rates In Korea and Thailand are near pre-crisis :~vels and, in real 
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• 

• 

terms, are well below pre-crisis levels. And in Thailand, the government has chosen not to 
make full use of the fiscal expansion provided for in the IMF program. 

A balance must be found between the imperative of maintaining confidence and avoiding 
bailouts of investors who should have known better. As Secretary Rubin has often said, he 
would not give one dime to help any creditor or investor, but the imperative to create 
confidence and to avoid disaster can in some circumstances compel actions that do benefit 
some creditors. To be sure, investors in non-Japan Asia have lost, by some estimates, as 
much as three quarters of a trillion dollars, in part because of the programs for resolution of 
private-sector debt entered into by Korea and Indonesia along with the IMF. 

The final area of balance is in the application of conditional support. In each crisis 
country, the international community's interest is to reinforce market confidence while 
national policy makers are motivated to act in an expeditious yet prudent manner. This is 
one reason why the lMF has, at US behest, begun charging penalty interest rates on 
extraordinary loans. 

Ill. The Way Forward 

The United States has enormous stakes in containing financial problems around the world. What 
will be most crucial going forward is the steps other countries take, particularly in Japan and in 

Russia. 

• Japan's actions to fix its problems and to get its economy growing are crucial to the future 

of the world economy. 

• The success of the Russian government in carrying forward on its reform program is of the 
utmost importance economically and politically 

• And, as the world's largest and strongest economy, we too have a critical role. Most 
important is keeping our economy strong, maintaining the strength of our example, and 
encouraging others to take necessary policy steps. 

What is also essential is providing the IMF with the support that it needs. The IMF has been 
critical to our containment of the Asian financial crisis to date. 

Let me be clear. Without the IMF there would have been no effective international response to 
events in Asia and we would, without question, be facing a situation far more serious and 
damaging to American interests than we face today. There would have been no conditioned 
reforms; there would have been larger devaluations and greater reductions in these countries' 
capacity to purchase our goods; and I am confident that there wo~ld now be .much more pressure 
on the United States -- at events such as this one -- to respond umlaterally WIth taxpayer . 

resources. 
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The crises have taken their toll on the IMF's resources, and as of today, the IMF has less than $10 
billion that it could prudently use to respond to an intensification of the present crisis. Moreover, 
its lack of resources could well become a constraint to action in case further problems arise, and 
by reducing confidence, its lack of resources make future problems more likely. And the IMF's 
ability to get new resources awaits approval by the United States. 

Making good on our commitments has not cost American taxpayers one cent. Appropriations for 
the IMF are scored as a zero net cost to the budget. That is because the IMF acts like an 
international credit union. We and other countries are providing a line of credit, and when the 
IMF draws on our commitments, we receive a liquid, interest bearing offsetting claim on the IMF. 

To say that the IMF has been indispensable is not to say we must be satisfied with the institution 
we have now. The IMF needs to be more transparent and accountable to the public, allow for 
increased external evaluation, and work at ways of making more information available to the 
markets. With pressure from the United States, the IMF has come some distance in these areas 
but it is not past the finishing line. It seems clear to me that the way forward is for the U.S. to 
continue to shape the IMF's approach to economic policy around the world. 

But maybe the way forward is to look backward when, as in the 1930's, there was no effective 
international response to financial crises. The result was competitive devaluations, deflation, 
contraction, and widespread depression that laid the ground for what was as great a conflict as 
human history has seen 

The speaker who follows me this morning has written eloquently of American diplomatic history 
as "oscillating between isolation and commitment" In the 1920s and early 1930s we oscillated in 
one direction -- with disastrous consequences for America, and the world. With the leadership of 
Franklin D Roosevelt and our post-war leaders we swung decisively -- and triumphantly -- in the 
other. 

When we consider our failure to pay our dues to the United Nations and prospective loss of our 
seat in the general assembly; when we consider our failure to ensure adequate funding for the IMF; 
the conclusion can only be that we are fighting another swing of the pendulum into perilous 
isolation. America's success and economic strength is not now in question. What is today very 
much in question is our ability to invest that success wisely. Quite simply, not to invest in an 
effective IMF at such a time would be like canceling your life insurance when you have just gotten 
sick. It is simply not a risk we should take. And with your help, it is not risk we will take. Thank 
you. 
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FOR IMMEDIATE RELEASE 
August 4, 1998 

Contact: Hamilton Dix 
(202) 622-2960 

QUARTER DESIGNS UNVEILING EVENT POSTPONED 

The photo opportunity to unveil the first five state circulating quarters originally 
scheduled for 11: 15 a.m. on Wednesday, August 5 has been postponed and will be rescheduled. 

-30-

RR-2627 

For press releases, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 



DEPARTMENT OF THE TREASURY 

.............................. ~~/78~9~ ............................ .. 
OmCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C. • 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
August 5, 1998 

Contact: Michelle Lynn Bonner 
(202) 622-2960 

TREASURY BILL AND 2-YEAR NOTE MINIMUMS CUT TO $1,000 

The Treasury Department announced today that all marketable Treasury bills, 
notes and bonds will now be available to the public in minimum amounts of$I,OOO. The 
move puts Treasury bills and short-term notes within the reach of small investors. The 
changes are effective immediately for tenders submitted in the regular 13 and 26 week 
Treasury bill auction to be held Monday, Aug. 10, 1998. 

All Treasury bills, notes and bonds will now be sold and transferable in increments 
of$I,OOO. The new minimums will also apply to outstanding Treasury bills and notes 
effective Monday, Aug. 10, 1998. Previously, Treasury bills were available in minimum 
purchase amounts of $10,000 and notes with maturities of four years or less required a 
minimum purchase of$5,000. Notes with longer maturities and 30-year bonds are already 
available in $1,000 amounts. 

"These steps, once again, demonstrate the Administration's commitment to seek 
innovative ways to encourage all Americans to save and invest," Treasury Secretary 
Robert E. Rubin said. "We are also making it convenient for all investors to add Treasury 
securities to their portfolios. Our Treasury Direct program lets investors hold their bills, 
notes and bonds in safe, easy to manage accounts." 

Treasury is also making it easier for investors to buy its securities with its new Buy 
Direct service for Treasury Direct customers. Beginning Sept. 16, 1998, in time for the 
regular weekly bill auction on Monday, Sept. 21, current Treasury Direct customers will 
be able to purchase securities over the Internet at the Bureau of the Public Debt's website 
at www.publicdebt.treas.gov. 

To Buy Direct over the Internet, investors with established Treasury Direct 
accounts visit Public Debt's "virtual lobby," indicate which security they wish to purchase 
and authorize Public Debt to charge their bank account of record for the purchase price. 
Investors will receive a confirmation number and the Bureau will charge their bank 
account on the day the security is issued. 

(more) 
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Buy Direct transactions use the web browser's Secure Sockets Layer,_meaning 
that information sent to Public Debt is encrypted to protect investor privacy. Buy Direct 
was designed to require very little personal information from the investor as most of the 
information needed to complete the transaction is already on record. 

In late October, current investors will be able to Buy Direct using a touch-tone 
phone. To use this new telephone feature, investors will dial 1-800-943-6834 and follow 
a simple interactive menu that will tell them which securities are available and instruct 
them on how to complete the transaction. As with Internet sales, investors will pay for 
their purchases by authorizing Public Debt to charge their bank account on issue day. 

Buy Direct services will be available from 8:00 a.m. to 8:00 p.m., Eastern time, 
Monday through Friday except on Federal holidays. 

The new services are for investors who submit non-competitive tenders only. 
Most Treasury Direct customers use non-competitive bidding to buy bills, notes and 
bonds. On auction days the regular Noon, Eastern time deadline for non-competitive 
tenders applies to Internet and telephone purchases. 

These new services join the Bureau of the Public Debt's growing list of Treasury 
Direct customer conveniences available over the Internet or by phone. Treasury Direct 
customers can reinvest their securities, check account balances, and order statements of 
account or tax information from their home using a personal computer or touch-tone 
phone. 

Treasury Direct customers who purchase securities by mail can also use another 
option called Pay Direct, which authorizes Public Debt to charge their bank account for 
the purchase price the bills, notes or bonds they buy. 

-30-
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DEPARTMENT OF THE TREASURY 

TREASURY NEWS 
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EMBARGOED UNTIL 2:30 P.M. 
August 4, 1998 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approx~tely $13,000 million, to be issued August 13, 1998. This offering 
will result in a paydown for the Treasury of about $175 million, as the 
maturing publicly held weekly bills are outstanding in the amount of $13,186 
million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,584 million of the maturing bills, which may be refunded at 
the weighted average discount rate of accepted competitive tenders. Amounts 
issued to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $2,462 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Unifor.m Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached 
offering highlights. 
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HIGHL:IGH'l'S OP 'l'RXASURY OPPERJ:NGS OP WEEKLY B:ILLS 
TO BE :ISSUED AUGUST 13, 1998 

Offering Amount .................... . 

Description of Offering: 
TeDm and type of security .......... . 
CUSIP number....... . ............... . 
Auction date ...... . 
Issue date ......................... . 
Maturity date ...................... . 
original issue date ................ . 
Currently outstanding .............. . 
~n~um bid amount ................. . 
Multiples .......................... . 

$5,750 million 

91-day bill 
912794 5B 6 

· ........ Auqust 10, 1998 
· ........ Auqust 13, 1998 
· ........ November 12, 1998 
· ........ November 13, 1997 
......... $30,337 million 
· ........ $10,000 
......... $ 1,000 

Auqust 4, 1998 

$7,250 million 

182-day bill 
912795 SA 8 
Auqust 10, 1998 
Auqust 13, 1998 
pebruary 11, 1999 
Auqust 13, 1998 

$10,000 
$ 1,000 

The following rules apply to all securities mentioned above: 

submission of Bids: 
Noncompetitive bids ......................... Accepted in full up to $1,000,000 at the average 

discount rate of accepted competitive bids. 
competitive bids ............................. (1) Must be expressed as a discount rate with three decimals in 

Max~um ReCognized Bid 
at a Single lield ............... . 

Max~um Award .... " ................ . 

Receipt of Tenders: 
Noncompetitive tenders ............. . 
Competitive tenders ................ . 

payment TeDmS ...................... . 

increments of .00St, e.g., 7.100t, 7.105t. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be deteDmined as of one half-hour prior 
to the closing time for receipt of competiti~e tenders. 

35i of public offering 

35t of public offering 

Prior to 12:00 noon Eastern Daylight Saving time on auction day 
Prior to 1:00 p.OL Eastern Daylight Saving time on auction day 

Pull payment with tender or by charge to a funds account 
at a pederal Reserve Bank on issue date 



DEPARTMENT OF THE TREA'SURY . . 

TREASURY f • ., NEW S 
OFFICE OFPUBUCAFFAIRS -1500 PENNSYLVANlAAVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

FOR IMMEDIATE RELEASE 
August 5, 1998 

ASSISTANT SECRETARY FOR FINANCIAL MARKETS 
GARY GENSLER 

AUGUST 1998 TREASURY QUARTERLY REFUNDING 
PRESS CONFERENCE 

Good morning. I am pleased to be with you today to announce the August quarterly 
refunding. I will also discuss some cbanges in Treasury security offerings. 

As many of you may recall, we announced two changes to the auction schedule in May: 
We eliminated quarterly sales of 3 -year notes and decreased the frequency of auctions of 5-year 
notes. These changes are allowing us to respond to the improved budget situation, while 
promoting large, liquid Treasury issues, and ensuring adequate supply in the bill market. Today 
marks the first refunding announcement that reflects those changes. 

I. Terms of the Quarterly Refunding 

I will begin with the terms of the quarterly refunding. 

We are offering $37 billion of notes and bonds to refund $27.8 billion of privately held 
notes maturing on August 15, and to raise approximately $9.2 billion of cash. 

The securities are: 

• First, a 5-year note in the amount of $16.0 billion, maturing on August 15, 2003. This 
note is scheduled to be auctioned in the single-price auction format, on a yield basis, at 

1 :00 p.m. Eastern time on Tuesday, August 11. 

• Second, a reopening of the 5-5/8% note of May 15,2008, in the amount of$I1.0 billion. 
This note is scheduled to be auctioned in the multiple-price auction format, on a yield 
basis, at 1 :00 p.m. Eastern time on Wednesday, August 12. 

• Third, a 30-year bond in the amoun' of $10.0 billion, maturing on August 15, 2028. This 
bond is scheduled to be auctioned in the multiple-price auction format, on a yield basis, at 

1:00 p.m. Eastern time on Thursday, August 13. 
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As announced on Monday, August 3, we estimate that we will net redeem $45 billion of 
marketable securities in the July-September quarter. The estimate assumes a $40 billion cash 
balance at the end of September. This will be the first time since 1973 that we will pay down net 
market borrowing in the July-September quarter. Including the securities announced in this 
refunding, we have paid down $33.9 billion of cash from sales of marketable securities. (See the 
attachment for more details.) 

We estimate that the Treasury will borrow between $10 and $15 billion in marketable 
securities during the October-December quarter, assuming a $20 billion cash balance on 
December 31. This would be the lowest October-December quarter net market borrowing since 
1978. 

II. Changes to Benefit Small Investors 

Now, I would like to announce some good news for small investors. 

First, as part of the Administration's effort to encourage more Americans to save and 
invest, Treasury is reducing the minimum purchase amounts for all Treasury bills, notes 
and bonds to $1,000. This change is effective with our next regular 13- and 26-week bill 
auction on Monday, August 10, 1998. 

Now, Treasury bills and short-term notes will be easily within the reach of small investors. 
The minimum purchase amount for Treasury bills has been $10,000 since 1970, and that for 2-
year notes has been $5,000 since 1974. A separate press release is available, describing this 
change in more detail. 

Second, we are making it even easier for investors to buy securities with our new Buy 
Direct service for Treasury Direct customers. Beginning on September 16, 1998, in time for the 
weekly bill auction on September 21, Treasury Direct customers will be able to purchase 
securities over the Internet at the Bureau of the Public Debt's website. Starting in October, they 
will also be able to use a touch-tone phone. Again, more details are available in a separate press 
release. 

II. Inflation-Indexed Securities 

Next, I would like to tum to an update on the inflation-indexed program. 

Last month, we held our seventh auction of inflation-indexed securities: a reopening of 
the 30-year indexed bond issued in April. We were pleased with the results of this auction, and 
we continue to be pleased with the development of the inflation-indexed market. As has been 
recommended by the Treasury Borrowing Advisory Committee, we are planning to sell a 10-year 
indexed note in October 1998. 
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The Treasury Borrowing Advisory Committee has recommended a regular quarterly 
auction schedule for indexed securities. We plan to announce, before the October auction, a 
regular schedule of indexed note and bond auctions for issue on January 15, April 15, July 15, and 
October 15. 

Final rules on fungible indexed STRIPS were published in the Federal Register on June 30, 
and will become effective on March 31, 1999. 

IV. Other Debt Management Changes 

Finally, I would like to announce some technical changes. 

First, we are shortening the when-issued trading periods for Treasury bills, other than cash 
management bills. The typical when-issued periods have been somewhat longer than needed for 
distribution and price discovery, and shorter periods will give the Treasury more time and 
additional information on short-term cash flows to fine tune the size of the offerings. 

Accordingly, we are implementing a shorter standard cycle: All bill announcements will be 
on Thursday. Weekly 13-week and 26-week bill auctions will remain on Monday and will be 
settled the following Thursday. This will shorten the WI period by two weekdays. The monthly 
52-week bill auction will move to Tuesday and will be settled on the following Thursday. This 
will shorten the WI period by four weekdays. These changes will be implemented with the regular 
weekly bill announcement on August 20. 

Second, as I mentioned at the May press conference, we are considering extending the use 
of the single-price auction technique to the 10- and 30-year auctions in the regular quarterly 
refundings. We expect to make a decision on this matter in connection with the November 
refunding. 

Thank you for your attention. The next quarterly refunding will be announced on 
October 28, 1998. 
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ATTACHMENT 

CASH RAlSED 

Including the securities announced in this refunding, we have paid down $33.9 billion in 
sales of marketable securities. 

This was accomplished as follows: 

• raised $8.4 billion from the 30-year inflation-indexed bonds issued on July 15; 

• paid down $9.7 billion in the 7 -year notes maturing July 15; 

• paid down $3.6 billion from the 2-year notes issued July 3 1 ; 

• will pay down a total of $35 billion in the 5-year notes maturing July 31, August 31, and 
September 30; 

• paid down $0.1 biIlion in the regular weekly bills including those announced yesterday; 

• paid down $3.1 billion in the 52-week bills issued on July 22; and 

• will raise $9.2 billion with the notes and bonds announced today. 

-30-
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» EPA R T :\1 E N T 0 F T 1-1 E T n. E A SUR Y 

TREASURY{WJ NEW S 
OFFICE OF PllBLIC AFFAIRS. 1500 PENNSYLVANIA AVENUE. I\.W .• WASHINGTON. D.C.. 20Z20. (ZOZl 622-2960 

FOR RELEASE WHEN AUTHORIZED AT PRESS CONFERENCE 
August 5, 1998 CONTACT: Office of Financing 

202/219-3350 

TREASURY AUGUST QUARTERLY FINANCING 

The Treasury will auction $16,000 million of 5-year notes, $11,000 million of 
9-3/4-year 5-5/8% notes, and $10,000 million of 30-year bonds to refund $27,791 million 
of publicly held securities maturing August 15, 1998, and to raise about $9,200 million 
of new cash. 

In addition to the public holdings, Federal Reserve Banks hold $5,970 million 
of the maturing securities for their own accounts, which may be refunded by issuing 
additional amounts of the new securities. 

The maturing securities held by the public include $2,041 million held by 
Federal Reserve Banks as agents for foreign and international monetary authorities. 
Amounts bid for these accounts by Federal Reserve Banks will be added to the offering. 

The 5-year note auction will be conducted in the single-price auction format. 
All competitive and noncompetitive awards will be at the highest yield of accepted 
competitive tenders. 

The 5-year and 9-3/4-year notes and the 30-year bond being offered today are 
eligible for the STRIPS program. 

Tenders will be received at Federal Reserve Banks and Branches and at the Bureau 
of the Public Debt, Washington, D. C. This offering of Treasury securities is governed 
by the terms and conditions set forth in the Uniform Offering Circular (31 CFR Part 356, 
as amended) for the sale and issue by the Treasury to the public of marketable Treasury 
bills, notes, and bonds. 

Details about the notes and bond are given in the attached offering highlights. 

If the auction of 5-year notes to be held Tuesday, August 11, 1998, results in a 
high yield in a range of 5.750 percent through and including 5.874 percent, the 5-year 
notes will be considered an additional issue of the outstanding 5-3/4% lO-year notes of 
Series B-2003 (CUSIP No. 912827L83) originally issued August 16, 1993. The additional 
issue of the notes would have the same CUSIP number as the outstanding notes, which are 
currently outstanding in the amount of $28,011 million. 

If the auction results in the issuance of an additional amount of the Series B-2003 
notes rather than a new 5-year note, it will be noted at the bottom of the Treasury 
auction results press release. 

000 
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HIGHLIGHTS OF TREASURY OFFERINGS TO THE PUBLIC 
AUGUST 1998 QUARTERLY FINANCING 

Offering Amount ................. $16,000 million 

Description of Offering: 
Term and type of security 
Series .................. . 

5-year notes 
J-2003 

CUSIP number .................... 912827 4N 9 
Auction date .................... August 11, 1998 
Issue date ...................... August 17, 1998 
Dated d~te ...................... August 15, 1998 
Maturity date ................... August 15, 2003 
Interest rate ................... Determined based on the highest 

accepted competitive bid 
yield ........................... Determined at auction 
Interest payment dates .......... February 15 and August 15 
Minimum bid amount .............. $1,000 
Multiples ....................... $1,000 
Accrued interest payable 

by investor ................... Determined at auction 

Premium or discount Determined at auction 

STRIPS Information: 
Minimum amount required ......... Determined at auction 
Corpus CUSIP number ............. 912820 DE 4 
Due date(s) and CUSIP number(s) 

for additional TINT(s) Not applicable 

The following rules apply to all securities mentioned above: 
Submission of Bids: 

$11,000 million 

9-3/4-year notes (reopening) 
C-2008 
912827 4F 6 
August 12, 1998 
August 17, 1998 
May 15, 1998 
May 15, 2008 
5-5/8% 

Determined at auction 
November 15 and May 15 
$1,000 
$1,000 

$14.36821 per $1,000 (from 
May 15 to August 17, 1998) 
Determined at auction 

$320,000 
912820 CY 1 

Not applicable 

$10,000 million 

30-year bonds 
Bonds of August 2028 
912810 FE 3 
August 13, 1998 
August 17, 1998 
August 15, 1998 
August 15, 2028 

August 5, 1998 

Determined based on the average 
of accepted competitive bids 

Determined at auction 
February 15 and August 15 
$1,000 
$1,000 

Determined at auction 

Determined at auction 

Determined at auction 
912803 BF 7 
February 15, 2028--912833 RY 8 
August 15, 2028--912833 RZ 5 

noncomp.~titive bids Accepted in full up to $5,000,000 at the highest accepted yield for the 5-year note auction, and 

Cqmpetitive bids ... 
at the average yield of accepted competitive bids for the 9-3/4-year note and 30-year bond auctions. 
(1) Must be expressed as a yield with three decimals, e.g., 7.123%. 
(2) Net long position for each bidder must be reported when the sum of the total bid amount, 

at all yields, and the net long position is $2 billion or greater. 
(3) Net long position must be determined as of one half-hour prior to the closing time 

for receipt of competitive tenders. 
M~imum Recognized Bid 

at a Single Yield ......... 35% of public offering 
M~imum Award ............... 35% of public offering 
R.ceipt of Tenders: 
Nqncompetitive tenders ...... Prior to 12:00 noon Eastern Daylight Saving time on auction day 
~ompetitive tenders ......... Prior to 1:00 p.m. Eastern Daylight Saving time on auction day 
P~yment Terms ............... Full payment with tender or by charge to a funds account at a Federal Reserve Bank on issue date 
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TREASURY NEWS 
OFFICE OF PUBLIC AFFAIRS. 1500 PENNSYLVAl\IA AVE:"<UE, N.W .• WASHINGTO:-t, D.C.. 20220. (202) 622.296(1 

FOR RELEASE WHEN AUTHORIZED AT PRESS CONFERENCE 
August 5, 1998 CONTACT: 

TREASURY'S WEEKLY BILL OFFERING AMENDED 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $13,000 million, to be issued August 13, 1998. This offering will 
result in a paydown for the Treasury of about $175 million, as the maturing 
publicly held weekly bills are outstanding in the amount of $13,186 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,584 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders. Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $2,462 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of:the Public Debt, Washington, D.C. This offering 
of Treasury securities is gove'rned by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached offeri~g 
highlights. 
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AMENDED HIGHLIGHTS OF TREASURY OFFERINGS OF WEEKLY BILLS 
TO BE ISSUED AUGUST 13, 1998 

August 5, 1998 

Offering Amount ............................ $5,750 million $7,250 million 

Description of Offering: 
Term and type of security ................. . 91-day bill 182-day bill 
CUSIP number .................... . 912794 5B 6 912795 BA 8 
Auction date ...... . ................... . August 10, 1998 August 10, 1998 
Issue date ................................ . August 13, 1998 August 13, 1998 
Maturi ty date ............................. . November 12, 1998 February 11, 1999 
Original issue date ....................... . November 13, 1997 August 13, 1998 
Currently outstanding ..................... . $30,337 million 
Minimum bid amount ........................ . $1,000 $1,000 
Mul tiples ................................. . $1,000 $1,000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 
Noncompetitive bids Accepted in full up to $1,000,000 at the average 

discount rate of accepted competitive bids. 
Competitive bids ........................... (1) Must be expressed as a discount rate with three decimals in 

Maximum Recognized Bid 

increments of .005%, e.g., 7.100%, 7.105%. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined as of one half-hour 
prior to the closing time for receipt of competitive tenders. 

at a Single yield ....................... 35% of public offering 

Maximum Award . 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders Prior to 12:00 noon Eastern Daylight Saving time on auction day 
Competitive tenders Prior to 1:00 p.m. Eastern Daylight Saving time on auction day 

Payment Terms...... Full payment with tender or by charge to a funds account " 
at a Federal Reserve Bank on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

EMBARGOED FOR RELEASE AT 3:00 PM 

August 6. 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

PUBLIC DEBT ANNOUNCES ACTIVITY FOR 
SECURITIES IN THE STRIPS PROGRAM FOR JULY 1998 

The Bureau of the Public Debt announced activity figures for the month of July 1998, of securities 
within the Separate Trading of Registered Interest and Principal of Securities program (STRIPS). 

Principal Outstanding 
(Eligible Securities) 

Held in UnstrippedForm 

Held in Stripped Form 

Reconstituted in July 

Dollar Amounts in Thousands 

$1,423,367,430 

$1,194,440,322 

$228,927.108 

$14,567.542 

The accompanying table gives a breakdown of STRIPS activity by individual loan description. The 
balances in this table are subject to audit and subsequent revision. These monthly figures are included 
in Table VI of the Monthly Statement of the Public Debt, entitled "Holdings of Treasury Securities in 

Stripped Form." 

The STRIPS data along with the new Monthly Statement of the Public Debt. is available on Public 

Debt's Internet homepage at: www.publicdebt.treas.gov.Awide range of information about the 

public debt and Treasury securities is also available on the homepage. 
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TABLE VI - HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM, JULY 31, 1998 

I 

Corpus Principal Amount Outstanding In Thousands 

Loan Description STRIP Maturity Date Reconstituted 

CUSIP Total Portion Held In Portion Held ,n ThiS Month 
Outstanding Unslflpped Form Slflpped Form 

Treasury Bonds 
CUSIP Interest Rate 
912810 DM7 11-5/8 912803 AB9 11/15/04 8.301.806 4.327 406 3.974,400 136.000 

D08 12 ADS 05/15/05 4.260.758 2.208.958 2051.800 19.800 

DR6 10-3/4 AG8 08/15/05 9.269.713 7.111.313 2.158,400 272.000 

DU9 9-3/8 AJ2 02115/06 4.755.916 4.747.916 8.000 0 

DN5 11-3/4 912800 AA7 11/15/14 6.005.584 2}21.584 3.284.000 0 
DPO 11-1/4 912803 AAI 02115/15 12.667.799 11.222.999 1,444.800 241.920 
DS4 10-5/8 AC7 08115/15 7.149.916 6527.196 622.720 860,480 

DT2 9-7/8 AE3 11115/15 6.899.859 3.775.059 3.124.800 0 
DV7 9-1/4 AFO 02115/16 7.266.854 7.106.854 160.000 0 

DW5 7-1/4 AH6 05115/16 18.823.551 18.348.351 475.200 0 
DX3 7-1/2 AK9 11115/16 18.864,448 18.094.848 769.600 7.040 
DYI 8-3/4 AL7 05115/17 18.194.169 7,837.529 10.356,640 667.840 
OZ8 8-7/8 AM5 08115/17 14.016.858 8.546,458 5,470,400 636.800 
EA2 9-1/8 AN3 05115/18 8.708,639 3,414.239 5.294,400 528.000 
EBO 9 AP8 11/15/18 9.032.870 2,098,870 6,934,000 288.600 
EC8 8-7/8 AQ6 02115/19 19,250.798 6.081.198 13.169.600 846,400 
ED6 8-1/8 AR4 08115/19 20.213.832 18,610.312 1,603.520 126.080 
EE4 8-1/2 AS2 02115/20 10.228.868 6,074,468 4,154,400 67.600 
EFI 8-3/4 ATO 05115/20 10.158,883 2.898.243 7.260.640 466,560 
EG9 8-3/4 AU7 08115/20 21,418.606 5,797.006 15.621.600 583.200 
EH7 7-7/8 AV5 02115/21 11.113,373 10.242,973 870,400 216.000 
EJ3 8-1/8 AW3 05115/21 11,958,888 4,979.688 6.979,200 690.880 
EKO 8-1/8 AXI 08115/21 12,163,482 8,188,442 3.975,040 1,696,000 
EL8 8 AY9 11/15/21 32,798,394 11,098.619 21,699,775 1,995,400 

EM6 7-1/4 />.26 08115/22 10,352,790 8,815,190 1,537,600 112,800 
EN4 7-5/8 BAO 11115/22 10,699,626 3,086,826 7,612,800 171,200 
EP9 7-1/8 BB8 02115/23 18.374,361 11,196.761 7,177,600 355.200 
EQ7 6-1/4 BC6 08115/23 22.909.044 18.910.388 3,998,656 82.112 
ES3 7-112 BD4 11/15/24 11,469,662 3.006.782 8,462.880 217.040 
ETI 7-5/8 BE2 02115/25 11,725,170 3,312.370 8,412.800 350,400 
EV6 6-7/8 BF9 08115/25 12.602.007 10,424.087 2,177,920 802,240 

EW4 6 BG7 02115/26 12,904,916 12,632.616 272,300 148.000 
EX2 6-3/4 BH5 08/15/26 10,893.818 9,372.218 1.521,600 274,400 
EYO 6-112 BJI 11/15/26 11,493,177 10,560,377 932,800 34.800 
En 6-5/8 BK8 02115/27 10,456.071 8,792.071 1,664,000 102,400 
FAI 6-3/8 BL6 08115/27 10.735.756 10,457,356 278,400 9,600 
FB9 6-1/8 BM4 11115/27 22.518.539 22,467,339 51,200 0 

Total Treasury Bonds ... ........ 480.658,801 315,094,910 165,563,891 13.006.792 



TABLE VI- HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM, JULY 31,199Q --Contlnuey 

Corpus Principal Amount Outstanding In Thousands 
" 

Loan De5cnp~lo" STRIP Maturity Date I Recons:,~ ... tej 

CUSIP Total Portion Held In Portion Held In 

I 
n"lIs ~w~c"'~r'; 

Outstanding Unstrlpped Form StriPped Form 

Treasury Notes 
CUSIP Series Interest Rate 

912827 WN8 C 9-1/4 912820 AP2 08/15/98 11,342.646 7,268246 4,074,400 216 000 

VVVV8 D 8-7/8 AOO 11/15/98 9.902,875 4,942,875 4,960.000 112.000 

XE7 A 8-7/8 AR8 02/15/99 9.719,623 6,404,423 3,315,200 62400 

XN7 B 9-1/8 AS6 05/15/99 10,047,103 5,207,103 4,840,000 60800 

XVV7 C 8 AT4 08/15/99 10,163,644 6,628,669 3,534,975 52.275 

3H3 AK 5-3/4 CB1 09/30/99 17,487,287 17,269,687 217,600 0 

3K6 Al 5-5/8 CD7 10/31/99 16,823,947 16,604,747 219,200 0 

YE6 D 7-7/8 AU1 11/15/99 10,773,960 6,730,760 4,043,200 12,800 

3P5 AM 5-5/8 CGO 11/30/99 17,051,198 16,865,598 185,600 0 

3R1 AN 5-5/8 CJ4 12131/99 16,747,060 16,647,860 99,200 0 

3U4 Y 5-3/8 CM7 01/31/00 17,502,026 17,502,026 0 0 

YN6 A 8-1/2 AV9 02115/00 10,673,033 7,686,633 2,986,400 38,400 

3Y6 Z 5-1/2 CR6 02129/00 17,776,125 17,776,125 0 0 

4A7 AB 5-1/2 CT2 03/31/00 17,206,376 17,206,376 0 0 

4C3 AC 5-5/8 CV7 04130/00 15,633,855 15,633,855 0 0 

YVV6 B 8-7/8 AW7 05/15/00 10,496,230 5,211,430 5,284,800 35,200 

4G4 AD 5-1/2 CZ8 05/31/00 16,580,032 16,580,032 0 0 

4J8 AE 5-3/8 DBO 06/30/00 14,939,037 14,939,037 0 0 

4M1 AF 5-3/8 DD6 07/31/00 18,682,204 18,682,204 0 0 

ZE5 C 8-3/4 AX5 08/15/00 11,080,646 7,189,766 3,890,880 71,680 

ZN5 D 8-1/2 AY3 11/15/00 11,519,682 6,982,082 4,537,600 60,000 

3M2 X 5-3/4 CF2 11/15/00 16,036,088 16,036,088 0 0 

ZX3 A 7-3/4 AlO 02115/01 11,312,802 7,922,402 3,390,400 20,000 

3WO S 5-3/8 CPO 02115/01 15,367,153 15,367,153 0 0 

A85 B 8 BA4 05/15/01 12,398,083 8,664,433 3,733,650 48,875 

4E9 T 5-5/8 CX3 05/15/01 12,873,752 12,873,752 0 0 

B92 C 7-7/8 BB2 08/15/01 12,339,185 9,011,185 3,328,000 400,000 

D25 D 7-1/2 BCO 11/15/01 24,226,102 19,759,702 4.466,400 45,520 

F49 A 7-1/2 BD8 05/15/02 11,714,397 9,484,317 2,230,080 0 

G55 B 6-3/8 BE6 08/15/02 23,859,015 22,287,815 1,571,200 4,800 

3J9 M 5-7/8 CC9 09/30/02 12,806,814 12,771,614 35,200 0 

314 N 5-3/4 CE5 10/31/02 11,737,284 11,675,684 61,600 0 

303 P 5-3/4 CH8 11/30/02 12,120,580 11,920,580 200,000 0 

3S9 0 5-5/8 CK1 12131/02 12,052.433 12,052,433 0 0 

3V2 C 5-1/2 CN5 01/31/03 13,100,640 13,100,640 0 0 

J78 A 6-1/4 BF3 02115/03 23,562,691 22,872,963 689,728 73,600 

3Z3 D 5-112 CS4 02128/03 13,670,354 13,626,354 44,000 0 

4B5 E 5-1/2 CU9 03/31/03 14,172,892 14,172,892 0 0 

4D1 F 5-3/4 CW5 04/30/03 12,573,248 12,573,248 0 0 

4H2 G 5-1/2 DA2 05/31/03 13,132,243 13,132,243 0 0 
4K5 H 5-3/8 DC8 06/30/03 13,126,799 13,126,799 0 0 
l83 B 5-3/4 BG1 08/15/03 28011,028 27,570,228 440,800 0 
N81 A 5-7/8 BH9 02/15/04 12,955,077 12,761.477 193,600 0 
P89 B 7-1/4 BJ5 05/15/04 14.440,372 14,416,372 24,000 0 
088 C 7-1/4 BK2 08/15/04 13,346.467 12,810,467 536,000 0 
R87 D 7-7/8 BlO 11/15/04 14,373,760 14,373,760 0 1,600 
S86 A 7-1/2 BM8 02115/05 13,834,754 13,722,994 111,760 244,800 
T85 B 6-1/2 BN6 05/15/05 14,739,504 14,739,504 0 0 
U83 C 6-1/2 BP1 08/15/05 15,002,580 15,002,580 0 0 
V82 D 5-7/8 B09 11/15/05 15,209,920 15,205,120 4,800 0 

W81 A 5-5/8 BR7 02115/06 15,513,587 15,509,427 4,160 0 
X80 B 6-7/8 BS5 05/15/06 16,015.475 16,015.475 0 0 
Y55 C 7 BT3 07/15/06 22,740.446 22,738,446 2,000 0 
Z62 D 6-1/2 BUO 10115/06 22.459,675 22,459,675 0 0 
2JO B 6-1/4 BW6 02115/07 13,103,678 13,043,294 60,384 0 
2U5 C 6-5/8 BX4 05/15/07 13,958,186 13,932,586 25,600 0 
3EO D 6-1/8 CA3 08/15/07 25,636,803 25,616,003 20,800 0 
3X8 B 5-1/2 C08 02115/08 13,583.412 13,583,412 0 0 
4F6 C 5-5/8 CY1 05115/08 14,775,244 14,775,244 0 0 

Total Treasury Notes 884,031,112 820,667,895 63,363,217 1,560,750 

Treasury Infiatlon-Indexed Notes 

CUSIP Series Interest Rate 
9128273A8 J 3-5/8 912820 BZ9 07/15/02 17,094,170 17,094,170 0 0 

2M3 A 3-3/8 BV8 01/15/07 16,191,158 16,191,158 0 0 
3T7 A 3-5/8 Cl9 01/15/08 8.474,625 8.474,625 0 0 

Total Infiatlon-Indexed Notes 41,759,953 41,759,953 0 0 

Treasury Infiatlon-Indexed Bonds' 

CUSIP Interest Rate. 

912810 FD5 3-5/8 912803 BN2 04/15/28 16,917,565 16,917,565 0 0 

Total Infiatlon-Indexed Bonds 16,917,565 16,917,565 0 0 

Grand Total .. 1,423,367,430 1,194,440,322 228,927,108 I 14567,542 
-Note On the 4th wOri<.day of ea .... 1 month Table VI Will oe available after 3 00 p m eastem lime on the Commerce Departmenfs Economic Bulletin Board (EBB) and on the Bureau of the 

PubliC Deal s weOslte at nno i!"WWvv DubllCClebt treas go ... For more Information about EBB call (202) 482-1966 The balances In thiS table are subject to audit and subsequent adjustments 



DEPARTMENT OF THE TREASURY . 

TREASURY NEWS 
OFFlCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W. • WASHINGTON, D.C .• 20220. (202) 622-2960 

Monthly Release of U.S. Reserve Assets 

The Treasury Department today released U.S. reserve assets data for the month of july 
1998. 

As indicated in this table, U.S. reserve assets amounted to $71,782 million at the end 
of July 1998, up from $ 71,161 million in June 1998. 

End Total Special Foreign Reserve 
of Reserve Gold Drawing Currencies :1:1 Position 
Month Assets Stock II Rights in IMF 2.1 

2.1 3.1 ESF System 

1998 

June 71,161r 11 ,047r 10,001 13,916 17.252 18,945 

july 71,782p 11,047p 9,586 13,653 17,199 20,297 5) 

11 Valued at $42.2222 per fine troy ounce. 

2.1 Beginning July 1974, the IMF adopted a technique for valuing the SDR based on a 
weighted average of exchange rates for the currencies of selected member countries. The 
U.S. SDR holdings and reserve position in the IMF also are valued on this basis 
beginning July 1974. 

3.1 Includes allocations of SDRs by the IMF plus transactions in SDRs. 

::il Includes holdings of Treasury and Federal Reserve System; beginning November 1978. 
these are valued at current market exchange rates or, where appropriate. at such other 
rates as may be agreed upon by the parties to the transactions. 

~I This amount includes $483 million of loans to the IMF under the General Arrangements to 
Borrow (GAB). 

RR-2634 
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OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622·2960 

EMBARGOED 'ON"l'IL 2: 30 P. M . 
August 7, 1998 

CONTACT: Office of Financing 
202l219-3350 

TREASURY'S 52-WEEK BILL OFFERING 

The Treasury will auction approximately $10,000 million of 52-week Treasury 
bills to refund $13,218 million of publicly held 52-week bills maturing 
August. 2.0, 1998. This offering will result in a paydown for the Treasury of 
about $3,225 million. In addition to the maturing 52-week bills, there are 
$12,655 million of mat.uring publicly held 13-week and 26-week bills. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $13,297 million of the maturing bills. These accoun~s are con
sidered to hold $5,565 million of the maturing 52-week issue, which may be 
refunded at the weighted average discount rate of accepted competitive tenders. 
Amounts issued to these accounts. will be in addition to the offering amount. 

Federal Reserve Banks hold $3,070 million of the maturing issues as agents 
for foreign and international monetary authorities. These may he refunded 
within the offering ~ount at the weighted average discount rate of accepted 
competitive tenders. Additional amounts may be issued for such accounts if the 
aggregate amount of new bids exceeds the aggregate amount of macuring bills. 
For purposes of determining such additional amounts, foreign and international 
monetary authorities are considered to hold $1,477 million of the maturing 
52-week issue. 

TenQers for che bi~~s will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of· marketable Treasury bills, notes, and bonds. 

Details about the new security are given in the attached offering 
highlights. 

RB-2635 
000 

Attachment 

For press rel~llses. speec/les, public schedllles and official biograp/rie!;, call our 24·"ollr fax lille nt (101) 611.2040 



RIGKLIGHTS OP TREASURY OFFERING OF 52-WEEK BILLS 
TO BE ISSUED AUGUST 20, 1998 

Offering Amount ••••.••....• $10,000 million 

Des~rip;10n of Offering: 
Term and type of security •• 364-day bill 
CUSIP number ...........•... 912795 CA 7 
Auction date ..•...••••.••.• August 18, 1998 
Issue date ••.••••.....•..•. August 20, 1998 
Maturity date ••...••...••.• August 19, 1999 
Original issue date •.....•. August 20, 1998 
Maturing amount ............ $18,783 million 
Minimum bid amount .••.•••.• $1,000 
Multiples •...•..•••.•..•..• $1,000 

Submission of Bids; 

AuguSC 7, 1998 

Noncompetitive bids ••.••.•. Accepted in full up to $1,000,000 at the 
average discount rate of accepted 
competitive bids 

Competitive bids ....... (1) Must be expressed as a discount rate with 

M~1ml.lm Eeoogniz~d. Bid 

three decimals, in increments of .005%, 
e.g., 7.100%, 7.105\. 

(2) Net long position for each bidder must he 
reported when the sum of the total bid 
amount, at all discount rates, and the net 

(3 ) 
long position is $1 billion or greater. 
Net long position must be determined as of 
one half-hour prior to the closing time for 
receipt of competitive tenders. 

at a Single Yield ....... 35% of public offering 

Hj,~.i,rnum Aw~rg ....... ,. ............. 

Receipt of Tenders: 
Noncompetitive tenders 

35% of public offering 

Prior to 12:00 noon Eastern Daylight Saving 
time on auction day 

Competitive tenders ......•• Prior to 1:00 p.m. Eastern Daylight Saving 
time on auction day 

Paymenk Terms ••.•.•.••.••.. Full payment with tender or by charge to 

a funds account at a Federal Reserve Bank 
on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington. DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August ~O, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term; 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
August 13, 1998 
November 12, 1998 
9127945B6 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

---------- ------------
Low 4.910% 5.040% 98.759 

High 4.940% 5.073%- 98.751 

Average 4.940% 5.073% 98.751 

Tenders at the high discount rate were allotted 82%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 
-----------------

$ 27,377,978 
1,290,062 

-----------------
28,668,040 

233,523 
-----------------

28,901,563 

2,984,485 
61,277 

-----------------

$ 31,947,325 

Bid-to-Cover Ratio = 28,668,040 / 5,528,486 5.19 

1/ Equivalent coupon-issue yield. 

RR-2636 

$ 

$ 

Accepted 

4,238,424 
1,290,062 

5,528,486 

233,523 

5,762,009 

2,984,485 
61,277 

8,807,771 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
EUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
AUgust 10, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Eill 
August 13, 1998 
February 11, 1999 
912795BAB 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 4.920\ 5.115\ 97.513 

High 4.940\ 5.136\ 97.503 
Average 4_940\ 5 _ 136t 97.503 

Tenders at the high discount rate were allotted 97\. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

23,507,591 
1,318,594 

24,826,185 

2,201,547 

27,027,732 

3,600,000 
578,453 

31,206,185 

Bid-to-Cover Ratio ~ 24,826,185 / 5,054,011 4.91 

1/ Equivalent coupon-issue yield. 

RR-2637 

http://www.pubUcdebLtreas..gOv 

$ 

$ 

Accepted 

3,735,417 
1,318,594 

5,054,011 

2,201,547 

7,255,558 

3,600,000 
578,453 

11,434,011 
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OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622·2960 

EMBARGOED UNTIL 2:30 P.M. 
August 11, 1998 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling approxi
mately $13,000 million, to be issued August 20, 1998. This offering wi~~ provide 
about $350 million of new cash for the Treasury, as the maturing publicly held 
13-week and 26-week bills are outstanding in the amount of $12,655 million. In 
addition to the maturing 13-week and 26-week bills, there are $13,218 million of 
maturing publicly held 52-week bills. The disposition of this latter amount was 
announced last week. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $13,297 million of the maturing bills. These accounts are 
considered to hold $7,732 million of the maturing 13-week and 26-week issues, 
which may be refunded at the weighted average discount rate of accepted 
competi~ive tenders. Amounts issued to these accounts will be in addition ~o 
the offering amount. 

Federal Reserve Banks hold $3,100 million of the maturing bills as agents 
for foreign and international monetary authorities. These may be refunded 
within the offering amount at the weighted average discount rate of ~ccepted 
competitive tenders. Additional amounts may be issued for such accounts if the 
aggregate amount of new bids exceeds the aggregate amount of maturing bills. 
For purposes of determining such additional amounts, foreign and international 
monetary authorities are considered to hold $1,623 million of the original 13-
week and 26-week issues. 

Tenders tor the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D. C. This offering 
of Treasury securities is governed by the terms and condi~ions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the public of marketable Treasury hills, notes, and bonds. 

Details about each of the ne~ securities are given in the attached offer~ng 
highligh ts. 

000 

Jl,ttachment 
For press releases, speeches, public schtdules and official biographies, call our 24·hour fax line at (202) 622·2040 

RR-2638 



HIGHLIGHTS OF TREASURY OPFSRINGS OF WEBKLY BILLS 
TO BB ISSUED AUGUST 20, 1998 

')ffedng Amount ..... " ...................... $5,750 million 

Pescription of Offering: 
rerm ~nd type of security .....•..•....•...•. 91-day bill 
:USIP number ..••...•.........••.......••.•.. 912795 AR 2 

~uct1on date ..•..............•••......•..•.. August 17, 1999 
Issue da.te ••.........•.......•...•..•.••..•. August 20, 1999 
Haturity date .......••...........•.......... November 19, 1998 
Original issue date .•...••...••..•..•..•..•. May 21, 1998 
CUrrently outstanding ..•.•...•..••..•..•.•.. $11,367 million 
Ninimum bid ll.l1lount .......................... $1,000 
Multiples .......... , ....... , . '" ............ $1, 000 

The following rules apply tQ all securities mentioned above: 

~ubmisBion of ~: 

August 11, 1996 

$7,250 million 

182 -day bill 
912795 BB- 6 
August 17, 1998 
August 20, 1998 
February 18, 1999 
August 20, 1998 

$1,000 
$1,000 

~oncompetitive bids ......................... Accepted in full up to $1,000,000 at the aveLage 
discount rate of accepted competitive tid~. 

Competitive bids ............................ (1) Must be expressed as a. discount rate with three decimals in 

Maximum Recognized a~ 

increments of .005%, e.g., 7.100%, 7.105%. 
(2) Net long position for each bidder must be reported when the 

sum DE the total bid amount, at all discount rates, and the 
net long position ie $~ billion or greater. 

(3) Net long position must be determined as of one half-hour 
prior to the closing time for receipt of competitive tenders. 

at a Single Y~~ ............•........... 35% of public offering 

Hs!ximum ~ ...................•........... 35% of public offering 

Receipt of Tenders I 
Noncompetitive tenders ...................... Prior to 12:00 noon Eastern Daylight Saving time on 

auction day 
Competitive tenders ......................... Prior to 1100 p.m. Eastern Daylight Saving time on 

auction day 

~nt Te~8 ............................... Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the PubUc Debt • Washlngton, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August II, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF S-YEAR NOTES 

Interest Rate: 
Series: 
CUSIP No: 
STRIPS Minimum; 

5 1/4% 
J-2003 
9128274N9 
$800,000 

High Yield: 

Issue Date: 
Dated Date: 
Maturity Date: 

5.327% Price: 99.665 

August 17, 1998 
August 15, 199B 
August 15, 2003 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 8%. 

Accrued interest of $ 0.28533 per $1,000 must be paid for the period 
from August IS, 1998 to AUgust 17, 1998. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accepted 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 30,124,000 
459,966 

30,583,966 

2,B34,OOO 
1,000,000 

---------~-------

$ 34,417,966 

$ 

$ 

Median yield 5.298%: 50% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Low yield 5.250%: 5% of the amount of accepted competitive 
:~der8 was tendered at or below that rRte. 

iid-to-cover Ratio = 30,583,966 / 16,000,766 1.91 

RR-2639 

15,540,800 
459,966 

16,000,766 

2,834,000 
1,000,000 

19,834,766 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 12, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 9-3/4-YEAR NOTES 

This issue is a reopening of a note originally issued May ~5, 199B. 

Interest Rate: 
Series: 
CUSIP No: 
STRIPS Minimum: 

5 5/B% 
C-200B 
9128274F6 
$320,000 

Issue Date: 
Dated Date: 
Maturity Date: 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Low 
High 
Average 

Yield 

5.418% 
5.436\ 
5.428% 

Price 

101.533 
101.397 
101.457 

Tenders at the high yield were allotted 40\. 

August 17, 199B 
May 15, 199B 
May 15, 2008 

Accrued interest of $ 14.36821 per $1,000 must be paid for the period 
from May 15, 1998 to August 17, 199B. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

Tendered 

23,209,000 
88,466 

23,297,466 

1,364,000 
50,000 

24,711,466 

Bid-to-cover Ratio = 23,297,466 / 11,000,466 = 2.12 

RR-2640 

$ 

$ 

Accepted 

10,912,000 
88,466 

11,000,466 

1,364,000 
50,000 

12,414,466 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the PubUc Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 13, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 30-YEAR BONDS 

Interest Rate: 5 1/2% 
Series: 
CUSIP No: 912810FE3 
STRIPS Minimum: $400,000 

Issue Date: 
Dated Date: 
Maturity Date: 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Low 
High 
Average 

Yield 

S.S87%" 
5.598% 
5.590% 

Price 

98.740 
98.583 
98.697 

Tenders at the high yield were allotted 7%". 

August 17, 199B 
August 15, 199B 
August 15, 2028 

Accrued interest of $ 0.29891 per $1,000 must be paid for the period 
from August 15, 1998 to August 17, 1998. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 

TOTAL 

$ 

Tendered 

24,830,007 
47,165 

24,877,172 

1,771,808 
-----------------
$ 26,648,980 

Bid-to-Cover Ratio 24,877,172 / 10,003,245 = 2.49 

RR-2.642 

http://www.pubUcdebt.treaa.gov 

$ 

$ 

Accepted 

9,956,OBO 
47,165 

10,003,245 

1,771,808 

11,775,053 



DEPARTMENT OF THE TREASURY 

lREASURY NEWS 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASIllNGTON, D.C. - 20220 - (202) 622-2960 

FOR IMMEDIATE RELEASE 
August 17, 1998 

Contact: Michelle Smith 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

The Russian authorities announced a series of extraordinary measures today which they had 
designed to stabilize the Russian financial situation, in response to the failure to restore market 
confidence. 

We believe it is critically important that the Russian authorities move quickly to take actions 
to restore confidence, including the adoption of a careful and cooperative approach to dealing with 
its creditors and the full implementation of the measures outlined in the Russian stabilization 
program agreed with the IMF. 

Going forward, we urge the IMF to work with the Russian authorities to find appropriate 
ways to support Russian policies that enhance the prospects for economic recovery. The United 
States and the international community have a great stake in successful Russian economic reform. 

-30-
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For press releases, speeches, public schedules alld official biogmphics, call our 24-hourfax litlc at (202) 622-2WO 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 17, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
August 20, 1998 
November 19, 1998 
912795AR2 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 4.895%- 5.024% 98.763 

High 4.915% 5.044%- 98.758 

Average 4.910% 5.040% 98.759 

Tenders at the high discount rate were allotted 25%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

1/ Equivalent coupon-issue yield. 

RR-2644 

$ 

$ 

Tendered 

28,642,864 
1,262,512 

29,905,376 

108,679 

30,014,055 

33,750,440 

http://www.pubUcdebt.treas.gov 

$ 

$ 

Accepted 

4,418,402 
1,262,512 

5,680,914 

108,679 

3,696,564 
39,821 

9,525,978 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 2()-239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 17, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
August 20, 1998 
February 18, 1999 
912795BB6 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

---------- ------------

Low 4.935% 5.132% 97.505 

High 4.950% 5.14 7% 97.498 

Average 4.945% 5.142% 97.500 

Tenders at the high discount rate were allotted 31%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

Tendered 

25,288,650 
1,291,169 

-----------------

26,579,819 

1,446,101 
-----------------

28,025,920 

4,035,000 
529,699 

-----------------

$ 32,590,619 

Bid-to-cover Ratio = 26,579,819 / 5,829,219 4.56 

1/ Equivalent coupon-issue yield. 

RR-2645 
http://www .publicdebt.treas.gov 

$ 

$ 

Accepted 

4,538,050 
1,291,169 

5,829,219 

1,446,101 

7,275,320 

4,035,000 
529,699 

11,840,019 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
August 18, 1998 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S INFLATION-INDEXED SECURITIES 
SEPTEMBER REFERENCE CPI NUMBERS AND DAILY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (CPI) numbers and daily 
index ratios for the month of September for the following Treasury inflation-indexed securities: 
(1) the 3-3/8% 10-year notes due January 15, 2007, (2) the 3-5/8% 5-year notes due July 15, 
2002, (3) the 3-5/8% 10-year notes due January 15, 2008, and (4) the 3-5/8% 30-year bonds due 
April 15, 2028. This information is based on the non-seasonally adjusted U.S. City Average All 
Items Consumer Price Index for All Urban Consumers (CPI-U) published by the Bureau of Labor 
Statistics of the U.S. Department of Labor. 

In addition to the publication of the reference cpr s (Ref CPI) and index ratios, this 
release provides the non-seasonally adjusted CPI-U for the prior three-month period. 

lbis infonnation is available through the Treasury's Office of Public Affairs automated fax 
system by calling 202-622·2040 and requesting document number 2646. The information 
is also available on the Internet at Public Debt's web site (hnp://www.publicdebureas.gov). 

The infonnation for October is expected to be released on September 17, 1998. 

000 

Attachment 

PA-363 
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Security: 
Oescrlpllon: 
CUSIP Numoor: 
.Doled Oata: 
Orlglnat Issue Dalo: 
Addilionalissue Dalo: 

Maturity Date: 
Ref CPI on Dated Date: 

I Oata Ref CPI 
I 

I Sept. 1 1998 163.00000 

I Sept. 2 1996 163.00667 

I 
SlIpt. 3 199B 163.01333 
Sept. 4 1998 163.02000 

I 
Sept. 5 1998 18l.02687 
Sept. 6 1998 163.03333 
Sept. 7 1998 163.04000 
SepL 8 1998 163.04667 
Sept. 9 1998 163.05333 
Sept. 10 1998 163.()6DOO 
Sept. 11 1998 163.06667 
S9pl 12 1998 163.07333 
Sept. 13 1998 153.08000 
Sept. '4 1998 163.08687 
Sept. 15 1998 163,09333 
Sopt. 16 1998 163.10000 
Sept. 17 1998 163.10867 
S9pt. 16 1996 163.11333 
S9pt. 19 1998 163.12000 
Sept. 20 1998 163.12667 
Sopt. 21 1998 163.13333 
Sept. 22 1998 163.14000 
Sept. 2J 1998 163.14667 
Sept 24 199B 163.15333 
Sopl. 2S 1998 163.18000 
Sopt. 28 1998 163.16867 
Sept. 27 1998 163.17333 
Sept 28 1998 163.18000 
Sept. 29 1998 163.18667 
Sep!. 30 1998 163.19333 

CPI-U (NSA) fo, : May 1998 

TREASURY INFLATION-INDEXED SECURITIES 
Ref cpr and Index Rallos for 

September 1998 

3-3/8% 10·Vear Notes 3-5/8% S-Year Notes 
Serl&a A·2007 Serlos J·2002 
9f28272MJ 9128273AB 
January 15, 1997 July 15, 1997 
Feb,uary 6, 1997 JulV 15, 1997 
April 15, 1997 Oclober 16, 1997 

January 15,2007 JulV 15, 2002 
158.43548 1(10.15484 

Indol( Rallo Indllx Ratio 

1,02881 1,01777 
1,02885 1.G1781 
1,02889 1.01785 
1.02894 1.01789 
1.02898 1.0179J 
1.02902 1.01797 
1.02908 1.01801 
1.02910 1.01806 
1.02915 1.0f810 
1.02919 1.01814 
1.02923 1.01818 
1,02927 1.01822 
1.02931 1.01826 
1.02938 1.01831 
1.02940 1.01635 
1.02944 1.01839 
1.02&46 1.01843 
1.02953 1.01847 
1.02957 1.0t851 
1.02961 1.01856 
1.02965 1.01860 
1.02969 1.01864 
1.02974 1.01868 
1.02978 1.01872 
1.02982 1.01876 
1.02988 1.01881 
1.02990 1.01885 
1.02995 1.01889 
1.02999 1.01893 
1.03003 1.01997 

162.8 June 1998 
-- -~---- -~ 

3·/iIS% 10·Yellr Not09 3-518% 30-Vear Bonds 
Sarle8 A·200B Bonds of April 2028 
912B273T7 912810F05 
January 15, 1998 Aprtl15, 1998 
January 15, 1998 April 16, 1998 

July 16, 1998 

January 15, 2008 April 15, 2028 
161.65484 161.74000 

Inde" Rallo Indox Rallo 

1.00895 1.00779 
1.00899 1,00783 
1.00903 1.00787 
1.00907 1.00791 

I 
1.00911 1.00198 
1.00915 1.00800 
1.00919 1.00804 
1.00923 1.00808 
1.00928 1.00612 
1.00932 1.00616 
1.00938 1.00620 
1.()O940 1.00824 
1.00944 1.00828 
1.00948 1.00833 
1.00952 1.00837 
1.00956 1.00841 
1.00961 1.00845 
1.00985 1.00849 
1.00989 1.00B153 
1.00973 1.008157 
1.00977 1.00B61 
1.00981 1.00866 
1.01)985 1.00870 
1.00989 1.00874 
1.00994 1.00878 
1.00998 1.00882 
1.01002 1.00886 
1.01006 1.00890 
1.01010 1.00894 
1.01014 1.00699 

16M July 1998 163.2 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 18, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 52-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

364-Day Bill 
August 20, 1998 
August 19, 1999 
912795CA7 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 4.990%- 5.259%- 94.955 

High 5.000%- 5.271%- 94.944 

Average 5.000%- 5.271%- 94.944 

Tenders at the high discount rate were allotted 41%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

Tendered 

30,552,875 
1,038,724 

-----------------

31,591,599 

1,477,000 
-----------------

33,068,599 

5,565,000 
167,100 

-----------------

$ 38,800,699 

Bid-to-cover Ratio = 31,591,599 / 8,534,099 3.,0 

1/ Equivalent coupon-issue yield. 

RR-2647 

http://www.publicdebt.treas.gov 

$ 

$ 

Accepted 

7,495,375 
1,038,724 

8,534,099 

1,477,000 

10,011,099 

5,565,000 
167,100 



DEPARTMENT OF THE TREASURY 

NEWS 
omCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASIflNGTON, D.C. - 20220 - (202) 622-2960 

EMBARGOED UNTIL 2: 30 P. H. 
August 19, 1998 

CONTACT: Office of Financing 
202/2l9-3350 

TREASURY TO AUCTION $15,000 MILLION OF 2-YEAR NOTES 

The Treasury will auction $15,000 million of 2-year notes to refund 
$31,974 million of publicly held securities maturing August 31, 1998, and to 
pay down about $l6,975 million. 

In addition to the public holdings, Federal Reserve Banks hold $2,994 
million of the maturing securities for their own accounts, which may be 
refunded by issuing an additional amount of the new security. 

The maturing securities held by the public include $4,802 million held 
by Federal Reserve Banks as agents for foreign and international monetary 
authorities. Amounts bid for these accounes by Federal Reserve Banks will 
be added to the offering. 

The auction will be conducted in the single-price auction format. All 
competitive and noncompetitive awards will be at the higbest yield of accep~ed 
competitive tenders. 

The 2-year notes being offered today are eligible for the STRIPS program. 

Tenders will be received at Federal Reserve Banks and Branohes and at 
the Bureau of tbe Publio Debt, Washington, D. C. ~bis offering of Treasury 
securities is governed by the terms and conditions set forth in the Uniform 
Offering Ciroular (31 CFR Part 356, as amended) for the sale and issue by 
the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about the new security are given in the attached offering 
highlighes. 

RR-2648 000 

For p,ess Ntleases, speeches, public schedules and official biographies, clIll our 24-hour fax line III (202) 622-2040 



IlXGHL%GH'rS OP 'l'REASORY OFPERIHG 'l'O Tm:: PtJBLl:C OF 
2-YEAR NOTES TO BE ISSUED AUGUST 31, 1998 

$15 000 million Offering Amount •••••••••••••••••••••••• ••• , 

Description of Offering: 
Term and type of •• curity ••••••••••••••••• 2-yaar DOtes 
Seri ........................................ AeJ-2000 
CUSIP number •••••••••••••••••••••.•••••••• 912827 40 2 
Auction dat •••••••••••••••••...•.••••••••• August 26, 1998 
Issue dat •••••••••.••.••••••.•.••••••••••• August 31, 1998 
Dated date ••.••••••••••••••••••••••••••••• August 31, 1998 
Maturity date ••••••••••••••••••••••••••••• August 31, 2000 

t Dete--~~ed based on the highest Interest ra e............................. • ......... 
accepted compe~itive bid 

yield ••••••••••••••••••••••••••••••••••••• Dete~.d at auction 
Xnterest p~ent dates ••••••••••••••••••.• Tbo last c~eDdar day of February 

aDd Augu.t through August 31, 2000 
Min~ bid &mOunt •••••••••••••••••••••••• $1,000 
Multiples ........................... _ .....•• $1,000 
Aecrued interest payable b.y investor •••••• NODe 
Premium or discounc ••••••••••••••••••••••• oecermined at auction 

STRIPS Information: 
Min~ amoun~ required •••••.••••••••••••. Deter.mined at auction 
corpus cos~p number •••••••••••••••••.•••. 912820 DF 1 
Due date (s) and CtJSIP number (s) 

for additional TXNT(s) ••••••••••••••••.• NoC applicab1e 

Submission of Bids: 
Noncompetitive bids: Accepeed in full up to $5,000,000 at the highest 

accepted yield. 
Competitive bids: 
(1) MUst be expressed as a yield with three decimals, e.g., 7.123%. 
(2) Net long position for each bidder must be reported when the sum 

of the total bid amount, a~ all yields, and the net long position 
is $2 billion or greater. . 

(3) Net long position must be deter.mined as of one half-hour prior to 
the closing time for receipt of compe~itive tenders. 

Max~ Recognized Bid at a Single yield •••••• 35% of public offering 
Max~ Award •••••••••••••••••••.••••••••••••• 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders: Prior to 12:00 DOOU Eas~ern Daylight Savin~ t~ 

on auction day. 

Competitive tenders: Prior to 1:00 p.m. Baste~ Daylight Saving time on 
auction day. 

P~nt Terms; Full payment with tender or by charge to a funds account 
at a Pederal Reserve Bank on issue date. 



DEPARTMENT OF THE TREASURY 

NEWS 
omCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASIflNGTON, D.C. - 20220 - (202) 622·2960 

EMBARGOED UNTIL 2: 30 P.M. 
August 20, 1998 

CONTACT: 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approx~ately $13,000 million, to be issued August 27, 1998. This offering will 
result in a paydown for the Treasury of about $325 million, as the maturing 
publicly held weekly bills are outstanding in the amount of $13,325 million. 

In addition to the public holdings. Federal Reserve Banks for their own 
accounts hold $7,308 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted competitive tenders. Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $3,241 million as agents for foreign and 
international monetary authorities, which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills will be recp-ived at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356. as amended) for the sale and issue 
by the Treasury to the public of market.able Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached offering 
highlights. 

000 
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HIOHLIGHTS OF TREASURY OFFERINGS OF WEBKLY BILLS 
TO DB ISSOBO AUGUST 27, 1998 

Offering~nt ...••.........•..•.••....•••• $5,750 million 

DeBCri~2D-2~~Ling; 

Term end type of pecuri ty •.•••..•••.....••.• 92-day bill 
€:USIP number ••..••••.•••..••••...•••..•••.•• 912795 AS 0 
Auction date •.•...•.•••....•••...•....••• .' .. August 24, 199B 
ISBue date .••..•.••..•......••.•..•....•..•. August 27, 1998 
Maturity date •.....•..•.•..•.•....••.......• November 27, 1998 
Original issue date ••....•...••...•.•.•..•.. May 28, 1998 
Currently outstanding .•.•••..•.•.•• ~ •.•.••.. $11,320 million 
Minimum bid all\Ount .••.••..•..••.•..•••.•••.• $1,000 
Wultiples .•.•••••..•••.•...•...•••..••••..•• $1,000 

~e followln~~~nly to all Becu~~s mentioned aboye; 

SuhmlQQ~'-DldQI 

Augus t 20, 1998 

$7,:l50 million 

lBl-day bill 
912795 BC 4 

August 24, 1998 
August 27, 199 B 

February :l5, 1999 
August 27, 1998 

$1,000 
$1,000 

Noncompetitive bids .......•.....•.•..•....•. Accepted in full up to $1;000,000 at the average 
discount rate of accepted competitive b~ds. 

Competiti'Je bids", .. , ....... ,., ...... " .... (1) ~ust be expressed as a discount rate with three decimals in 
. increments of .005%, e.g., 7.100%. 7.105\. 

Maximum Recognized Bid 

(2) Nat long position for each bidder must be reported when the 
sum of the total bid amount, at all discount rates. and the 
net long position is $1 billion or g~eater. 

(3) Net long position must be determined as of one half-hour 
prior to the closing time for receipt of competitive tenders. 

at A Single Yiel~ ........................ 35\ of public offering 

Maximum Award .................•............. 35\ of public offering 

Receipt of TenderQI 
Noncompetitive tenders .•..........••..•..... Prior to 12:00 noon Eastern Daylight Saving tima on auction day 

Competitive tenders ...............•......... Prior to 1:00 p.m. Eastern Daylight Saving tima on auction day 

~nt Terms ............................... Full payment with tender or by charge to a funda account 
at a Federal Reserve Bank on iaaue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington. DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 24, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

92-Day Bill 
August 27, 1998 
November 27, 1998 
912795ASO 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 4.890% 5.022% 98.750 

High 4.925\ 5.059% 98.741 

Average 4.920% S.OSO\- 98.743 

Tenders at the high discount rate were allotted 95%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 
-----------------
$ 24,209,438 

1,282,260 
-----------------

25,491,698 

497,700 
-----------------

25,989,398 

3,283,180 
o 

-----------------
$ 29,272,578 

Bid-to-cover Ratio = 25,491,698 / 5,255,393 = 4.85 

1/ Equivalent coupon-issue yield. 

RR-2650 
http://WWW.DubUcdebt.treu.trov 

$ 

$ 

Accepted 

3,973,133 
1,282,260 

5,255,393 

497,700 

5,753,093 

3,283,180 
o 

9,036,273 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington. DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 24, 199B 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
August 27, 1998 
February 25, 1999 
912795BC4 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.940\' 5.136\' 97.503 
High 4.945\ 5.142\ 97.500 
Average 4.940\ 5.136\ 97.503 

Tenders at the high discount rate were allotted 37\. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 

-----------------
$ 27,944,565 

1,225,902 
-----------------

29,170,467 

2,189,900 
-----------------

31,360,367 

4,025,000 
o 

-----------------
$ 35,385,367 

Bid-to-Cover Ratio = 29,170,467 / 5,064,067 = 5.76 

1/ Equivalent coupon-issue yield. 

RR-2651 

$ 

$ 

Accepted 

3,838,165 
1,225,902 

5,064,067 

2,189,900 

7,253,967 

4,025,000 
o 

11,278,967 



DEPARTMENT OF THE TREASURY 

'IREASURY NEWS 
1789 

OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

EMBARGOED UNTIL 2:30 P.M. 
August 25, 1998 

COIQTACT: 

TR.EAStI'R.Y TO AtrCT:ION CASH MANAGDdEla'l' BILLS 

Office of Financing 
202/2l.9-3350 

The Treasury will auction approxtm&tely $40,000 million of lS-~ 
Treasury cash management bills to be issued August 31, 1998. 

Competitive and noncompetitive tenders will be received at all Federal 
Reserve Banks and Branches. Tenders will ~ be accepted £or bills to be 
maintained on the book-entry records of the Department of the Treasury 
(TREASURY DIRECT). TeDders will not be received at the Bureau of the Public 
Debt, Wash~ngton, D.C. 

Additional amounts of the bills may be issued to Federal Reserve Banks 
as agents for foreign and international monetary authorities at the average 
price of accepted competitive tenders. 

This offering of Treasu~ securities is governed by the terms and 
conditions set forth in the Onifor.m Offering Circular (31 CFR Part 356, as 
amended) for the sale and issue by the Treasur.y to the public of marketable 
Treasury bills, notes, and bonds. 

Note that competitive bids in cash management bill auctions must be 
expressed as a discount rate with two decimals, e.g., 7.10%. 

Details about the new security are given in the attached offering 
highlights. 

000 

Attachment 
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HIGHLIGHTS OF TREASORY OFFERING 
OF IS-DAY CASH ~GEMENT BILL 

Offering Amount •••••••••••••• $40 "pOO million 

Description of Offering: 

August 25, 1998 

Texm and type of security •••. lS-day Cash Management Sill 
COSIP number •.•....••••..•••• 912795 XL 1 
Auction date •••••.••••••••••• August 27, 1998 
Issue date ••••••••••••••••••• August 31, 1998 
Maturi~y date ••••.••••.....•. Se~temher 15, 1998 
Original issue date •.....•.•. August 31, 1998 
Minimum bid amount .••.••••••• $1,000 
Multiples •.••••.••••••.•••••• $1,000 
Min~ to hold amount ••••••• $1,000 
MUltiples to hold .•••.•..••. $1,000 

SUbmission of Bids: 
Nonc~etitive bids •••••••• Accepted in full up to $1,000,000 at 

the average discount rate of accepted 
competitive bids 

Competitive bids ••••••• (1) Must be expressed as a discount rate 
with two dectmals, e.g., 7.10%. 

Maximum Recognized Bid 

(2) Net long position for each bidder must 
be reported when the sum of the total bid 
amount, at all discount rates, and the 
net lo~g position is $1 billion or 
grea.ter. 

(3) Net long position must be deter.mined as 
of one half-hour prior to ~he closing 
time for receipt of competitive tenders. 

at a Single Yield •••.••••• 35% of public offering 

Max~ Award ••..•.....•..••. 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders Prior to 12:00 neon Eastern Daylight 

Saving time on auction day 

Competitive tenders ••.•••.. Prior to 1:00 p.m. Eastern Daylight 
Saving t~ on auction day 

Payment Terms ..•••••••••••••• Full payment with tender or by charge to 
a funds account at a Federal Reserve Bank 
on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 26, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 2-YEAR NOTES 

Interest Rate: 5 1/8% Issue Date; August 31, 1998 
Series: AG-2000 Dated Date: August 31, 199B 
CUSIP No: 9128274Q2 Maturity Date: August 31, 2000 
STRIPS Minimum: $1,600,000 

High Yield: 5.125% Price: 100.000 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 86%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accepted 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

31,460,067 
1,424,2B8 

32,884,355 

2,994,300 
2,000,000 

37,878,655 

$ 

$ 

Median yield 5.110%: 50' of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Low yield 5.050%: 5' of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Bid-to-Cover Ratio = 32,884,355 / 15,006,205 2.19 

RR-2653 
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13,581,917 
1,424,288 

15,006,205 

2,994,300 
2,000,000 

20,000,505 



DEPARTMENT OF THE TREASURY 

NEWS 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622·2960 

EMBARGOED UNTIL 2: 3 a P. M • 
August 27, 1998 

CONTACT; 

TREASURY'S WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills total~g 
approx~tely $13,000 ~llion, to be issued September 3, 1998. This offering 
will result in a paydown for the Treasury of about $125 million, as the ~turing 
publicly held weekly bills are outstanding in the amount of $13,130 million. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $7,015 million of the maturing bills, which may be refunded at the 
weighted average discount rate of accepted compeeitive tenders. Amounts issued 
to these accounts will be in addition to the offering amount. 

Federal Reserve Banks hold $2,598 million as agents for foreign and 
international monetary authorities, which may be refunded ~ehi.n the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Additional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

T.nders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Oebt, Washington, D.C. This offering 
of Treaaury securities is governed by th~ terms and conditions set forth in the 
Uniform Offering Circular (31 erR Part 356, as amended) for ebe sale and issue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of tbe new securities are given in the attached offering 

highlights. 

000 
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HIGHLIGHTS OF TREASURY OFFKRINGS OF WEEKLY BILLS 
TO 88 ISSUED SEPTEMBER 3, 1998 

Offering Amount .....•..•.......•....•....... $5,750 million 

Description of Offerings 
~erm and type of security ..........•••...... 91-day bill 
COSIP number ...........••....•.•....•....... 912795 AT 8 
Auction dete ...........•....••.............. August 31, 1998 
Issue date ......................... , .•...... September 3, 1998 
Maturity date I I • I •• , ••• " ••• I ••••••••••••••• December 3, 1998 
Original issue date ......................... June 4, 1998 
Currently outstanding. I ••• I • •••••••••••••••• $11,186 million 
Minimum bid amount ....... I I ••••••••••• I ••••• $1,000 
Multiples ...... , ......... " ................. $1,000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 

August 27, 1998 

$7,250 million 

182-day bill 

912795 BU " 
August 31, 1998 
September 3, 1993 
March 4, 1999 
March 5, 1998 

$17,973 million 
$1,000 
$1,000 

Noncompetitive bids............. . ...... Accepted in full up to $1,000,000 at the average 
d:scount rate c= accepted competitive b~ds. 

Competitive bids .......... ................ ,. (1) Must be expressed as a discount rate with three decimals in 

Maximum Recognized Bid 

increments of .005%, e.g., 7.100%, 7.105%. 
(2) Net long position for each bidder must be reported when the 

sum of the total bid amount, at all discount rates, and the 
net long position is $1 billion or greater. 

(3) Net long position must be determined as of one half-hour 
prior to the closing time for receipt of competitive tenders. 

at a Single yield .....•......•........... 35% of public offering 

Haximum Award ............................... 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders ...................... Prior to 12:00 noon 8aBtern Daylight Saving time on auction day 
Competitive tenders ......................... Prior to 1 :00 p.m. Eastern Daylight Saving time on auction day 

iayment TermS ............................... Full payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 



PUBLIC DEBT NEWS 
Department of the Treasury· Bureau of the Public Debt • Washington. DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 27, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 1S-DAY BILLS 

Term: 
Issue Date: 
Maturity Date: 
CDSIP Number: 

IS-Day Bill 
August 31, 199B 
september 15, 1998 
912795ELl 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 

Rate Rate 1/ Price 
----------------------

Low 5.42 % 5.51 % 99.774 

High 5.49 % 5.59 % 99.771 

Average 5.45 % 5.54 % 99.773 

Tenders at the high discount rate were allotted 26%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

TOTAL 

Tendered 
----------~-----

$ 60,925,000 
o 

----------------

$ 60,925,00 0 

Bid-to-Cover Ratio = 60,925,000 / 40,010,000 1.52 

1/ Equivalent coupon-issue yield. 

RR-2655 

Accepted 
-----------------
$ 40,010,000 

o 
-----------------
$ 40,010,000 



DEPARTMENT OF THE TREASURY 

lREASURY NEWS 
1789 

OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASIDNGTON, D.C. - 20220 - (202) 622-2960 

FOR IMMEDIATE RELEASE 
August 3 1, 1998 

Contact Maria Ibanez 
(202) 622-2014 

u.s. AND VENEZUELA INITIAL INCOME TAX TREA TV 

The Treasury Department announced Monday that delegations from the United States and 
Venezuela have reached agreement on an income tax treaty 

The text of the new treaty was initialed in Washington, D.C on August 28, 1998, by 
Patricia A. Brown, Treasury Department Deputy International Tax Counsel, and Eduardo Wallis 
Olavarria, National Tax Superintendent, SENIA T (Servicio Nacional Integrado de Administracion 
Tributaria). The initialing confirms a mutual commitment to move forward as quickly as possible 
to signature and ratification of the new treaty 

The treaty follows closely the pattern of recent US income tax treaties and the 
Organization for Economic Cooperation and Development (OECD) Model income tax treaty. 
The agreement significantly reduces tax-related barriers to trade and investment flows between 
the United States and Venezuela. It also establishes many ways in which the fIscal authorities may 
assist each other in tax administration, and also contains comprehensive anti-treaty-shopping 
rules 

"The double tax agreement, the first between Venezuela and the United States, reflects 
our interest in expanding our Latin American tax treaty network," said Treasury Deputy Assistant 
Secretary for International Tax Affairs, Joseph H Guttentag "It is a pali of our continuing 
efforts to remove all untoward barriers to desirable cross border economic acti\'ities and to 
promote financial integration in this imporiant part of the world" 

The text of the new treaty is not vet publich available 

RR-2656 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 31, ~998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
September 03, 1998 
March 04, 1999 
912795BU4 

RANGE OF ACCEPTED COMPETITIVE BIDS; 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 2/ 4.820% 5.009t 97.563 

High 4.835\ 5.024% 97.556 

Average 4.830' 5.020% 97.558 

Tenders at the high discount rate were allotted 39%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 
-----------------
$ 22,745,528 

1,191,575 
-----------------

23,937,103 

1,756,427 

25,693,530 

3,985,000 
425,773 

-----------------
$ 30,104,303 

Bid-to-cover Ratio = 23,937,103 / 5,497,053 = 4.35 

$ 

$ 

1/ Equivalent coupon-issue yield. 
2/ $1,250,000 was accepted at rates below the competitive range. 

RR-2657 

Accepted 

4,305,478 
1,191.575 

5,497,053 

1,756,427 

7,253,480 

3,985,000 
425,773 

11,664,253 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • WashIngton, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
August 31, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number; 

91-Day Bill 
September 03, 199B 
December 03, 1998 
912795AT8 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 2/ 4.780% 4.905\ 98.792 
High 4.810% 4.937% 98.784 
Average 4.800% 4.925\ 98.787 

Tenders at the high discount rate were allotted 12\. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

25,932,807 
1,306,477 

27,239,284 

339,548 

27,578,832 

3,029,955 
82,452 

30,691,239 

Bid-to-cover Ratio = 27,239,284 / 5,421,426 = 5.02 

$ 

$ 

1/ Equivalent coupon-issue yield. 
2/ $2,550,000 was accepted at rates below the competitive range. 

RR-2658 
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AccePt::ed 

4,114,949 
1,306,477 

5,421,426 

339,548 

5,760,974 

3,029,955 
82,452 

8,873,381 



WASHINGTON, 0 C 20220 S federal financing 

FEDERAL FINANCING BANK August 28, 1998 

Charles D. Haworth, Secretary, Federal Financing Bank (FFB), 
announced the following activity for the month of July 1998. 

FFB holdings of obligations issued, sold or guaranteed by 
other Federal agencies totaled $42.6 billion on July 31, 1998, 
posting a decrease of $548.6 million from the level on 
June 30, 1998. This net change was the result of an increase in 
holdings of agency debt of $64.5 million, a decrease in holdings 
of agency assets of $736.4 million, and an increase in holdings 
of agency guaranteed loans of $123.3 million. FFB made 21 
disbursements during the month of July, refinanced 70 RUS
guaranteed loans, and repriced eight Rus-guaranteed loans. FFB 
also received 10 prepayments in July. 

Attached to this release are tables presenting FFB July loan 
activity and FFB holdings as of July 31, 1998. 
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FEDERAL FINANCING BANK 
JULY 1998 ACTIVITY 

BORROWER DATE 

AGENCY DEBT 

RESOLUTION TRUST CORPORATION 

*Note 29 /Advance #1 

U.S. POSTAL SERVICE 

U.S. Postal Service 
U.S. Postal Service 
U.S. Postal Service 

7/1 

7/6 
7/6 
7/27 

GOVERNMENT - GUARANTEED LOANS 

GENERAL SERVICES ADMINISTRATION 

Chamblee Office Building 7/21 
Chamblee Office Building 7/21 

GSA/PADC 

rCTC Building 

DEPARTMENT OF EDUCATION 

Bethune Cookman 
Bethune Cookman 

R~L UTILITIES SERVICE 

Marshalls Energy Co. #458 
Sumter Elec. #485 
Orange County Elec. #466 
Farmer's Telephone #459 

@Cornbel t Power # 138 
@Cornbel t Power # 138 
@Cornbelt Power #138 
@Cornbelt Power #138 
@Cornbelt Power #138 
@Cornbel t Power # 138 
@Cornbelt Power #138 
@Cornbel t Power # 138 
South Miss. Elec. #421 
Horry Tele. Coop. #419 
Marshalls Energy Co. #458 
W. Farmer Elec. #444 

7/20 

7/2 
7/2 

7/6 
7/6 
7/16 
7/20 
7/21 
7/21 
7/21 
7/21 
7/21 
7/21 
7/21 
7/21 
7/27 
7/28 
7/28 
7/30 

AMOUNT 
OF ADVANCE 

$287,294,693.59 

$150,000,000.00 
$100,000,000.00 
$17,300,000.00 

$2,655,213.37 
$118,451. 74 

$5,657,294.30 

$464,564.43 
$167,429.63 

$243,000.00 
$1,000,000.00 

$400,000.00 
$34,899.00 

$727,453.51 
$1,169,954.05 
$1,120,115.50 

$558,213.07 
$468,737.30 
$373,879.72 

$84,909.74 
$210,410.94 
$946,000.00 

$2,540,000.00 
$1,797,000.00 
$9,559,000.00 

S/A is a semi-annual rate: Qtr. is a Quarterly rate. 
@ interest rate buydown 
~aturity extension or interest rate reset 

FINAL 
MATURITY 

10/1/98 

8/15/07 
11/15/27 
7/28/98 

4/1/99 
4/1/99 

11/2/26 

9/1/27 
9/1/27 

1/2/18 
6/30/05 
10/2/28 
6/30/00 
1/3/17 
1/2/18 
1/2/18 
1/2/18 
1/2/18 
1/2/18 
1/2/18 
12/31/18 
12/31/18 
12/31/12 
1/2/18 
12/31/24 
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INTEREST 
RATE 

5.228% S/A 

5.546% S/A 
5.726% S/A 
5.187% S/A 

5.441% S/A 
5.441% S/A 

5.874% S/A 

5.767% S/A 
5.767% S/A 

6.029% 
5.557% 
5.774% 
5.546% 
5.708% 
5.731% 
5.731% 
5.731% 
5.731% 
5.731% 
5.731% 
5.751% 
5.722% 
5.615% 
5.994% 
5.724% 

Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 
Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
JULY 1998 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

Alabama Electric #431 7/31 $303,000.00 
tN. Carolina Elec. #921 7/31 $351,322,791.86 
tN. Carolina Elec. #921 7/31 $6,704,606.49 
tN. Carolina Elec. #921 7/31 $6,819,997.05 
tN. Carolina Elec. #921 7/31 $4,086,997.36 
tN. Carolina Elec. #921 7/31 $2,553,813.21 
tN. Carolina Elec. #921 7/31 $2,498,251. 09 
tN. Carolina Elec. #921 7/31 $4,216,233.68 
tN. Carolina Elec. #921 7/31 $12,507,284.55 
tN. Carolina Elec. #921 7/31 $5,550,758.29 
tN. Carolina Elec. #921 7/31 $9,753,475.35 
tN. Carolina Elec. #921 7/31 $17,670,515.18 
tN. Carolina Elec. #921 7/31 $4,797,424.51 
tN. Carolina Elec. #921 7/31 $2,813,639.95 
tN. Carolina Elec. #921 7/31 $23,888,776.75 
tN. Carolina Elec. #921 7/31 $2,667,147.16 
tN. Carolina Elec. #921 7/31 $6,459,511. 62 
tN. Carolina Elec. #921 7/31 $18,608,132.90 
tN. Carolina Elec. #921 7/31 $4,961,251.76 
tN. Carolina Elec. #921 7/31 $8,049,585.08 
tN. Carolina Elec. #921 7/31 $23,195,235.26 
tN. Carolina Elec. #921 7/31 $6,536,830.26 
ffl. Carolina Elec. #921 7/31 $12,141,946.87 
ffl. Carolina Elec. #921 7/31 $24,386,800.01 
tN. Carolina Elec. #921 7/31 $6,502,076.95 
tN. Carolina Elec. #921 7/31 $4,416,767.84 
tN. Carolina Elec. #921 7/31 $7,129,939.19 
tN. Carolina Elec. #921 7/31 $9,861,858.41 
tN. Carolina Elec. #921 7/31 $16,401,246.89 
tN. Carolina Elec. #921 7/31 $32,778,721.41 
tN. Carolina Elec. #921 7/31 $8,118,029.23 
ffi. Carolina Elec. #921 7/31 $7,175,284.03 
tN. Carolina Elec. #921 7/31 $37,416,860.78 
tN. Carolina Elec. #921 7/31 $13,718,897.40 
tN. Carolina Elec. #921 7/31 $8,513,687.32 
tN. Carolina Elec. #921 7/31 $25,422,936.87 
ffi. Carolina Elec. #921 7/31 $6,832,026.94 
tN. Carolina Elec. #921 7/31 $9,025,370.33 
ffi. Carolina Elec. #921 7/31 $1,469,336.35 
+N. Carolina Elec. #921 7/31 $30,764,341.15 
+N. Carolina Elec. #921 7/31 $7,529,511.41 
tN. Carolina Elec. #921 7/31 $10,990,766.84 
tN. Carolina Elec. #921 7/31 $35,184,035.13 

Qtr. is a Quarterly rate. 
t 306C refinancing 

FINAL 
MATURITY 

1/2/24 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
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INTEREST 
RATE 

5.807% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.488% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 



BORROWER 

FEDERAL FINANCING BANK 
JULY 1998 ACTIVITY 

DATE 
AMOUNT 

OF ADVANCE 

GOVERNMENT - GUARANTEED LOANS 

RURAL UTILITIES SERVICE 

+N. Carolina Elec. #921 7/31 $7,795,921.74 
+N. Carolina Elec. #921 7/31 $9,599,160.26 
+N. Carolina Elec. #921 7/31 $36,562,060.42 
+N. Carolina Elec. #921 7/31 $5,705,378.28 
+N. Carolina Elec. #921 7/31 $12,858,779.20 
+N. Carolina Elec. #921 7/31 $27,164,536.76 
+N. Carolina Elec. #921 7/31 $12,465,953.44 
+N. Carolina Elec. #921 7/31 $11,234,192.74 
+N. Carolina Elec. #921 7/31 $8,440,533.17 
+N. Carolina Elec. #921 7/31 $7,857,562.52 
+N. Carolina Elec. #921 7/31 $29,452,538.53 
+N. Carolina Elec. #921 7/31 $4,795,400.77 
+N. Carolina Elec. #921 7/31 $26,230,231.94 
+N. Carolina Elec. #921 7/31 $3,202,336.20 
+N. Carolina Elec. #921 7/31 $2,975,152.52 
+N. Carolina Elec. #921 7/31 $20,829,386.77 
+N. Carolina Elec. #921 7/31 $5,663,724.73 
+N. Carolina Elec. #921 7/31 $3,751,377.00 
tN. Carolina Elec. #921 7/31 $17,980,142.39 
tN. Carolina Elec. #921 7/31 $2,957,628.03 
tN. Carolina Elec. #921 7/31 $1,160,559.20 
+N. Carolina Elec. #921 7/31 $3,562,325.63 
tN. Carolina Elec. #921 7/31 $14,751,259.50 
tN. Carolina Elec. #921 7/31 $2,785,040.55 
ffl. Carolina Elec. #921 7/31 $8,315,280.13 
tSho-Me Power #913 7/31 $600,027.09 
tSho-Me Power #913 7/31 $473,025.36 
tSho-Me Power #913 7/31 $901,592.15 
Sho-Me Power #480 7/31 $1,000,000.00 
Tri-state #439 7/31 $2,234,000.00 
Tri-state #440 7/31 $2,196,000.00 
Tri-state #475 7/31 $1,053,000.00 

Qtr. is a Quarterly rate. 
t 306C refinancing 

FINAL 
MATURITY 

9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
9/30/08 
12/31/19 
12/31/19 
12/31/19 
1/3/22 
12/31/25 
1/2/24 
12/31/25 
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INTEREST 
RATE 

5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.487% Qtr. 
5.684% Qtr. 
5.684% Qtr. 
5.684% Qtr. 
5.763% Qtr. 
5.811% Qtr. 
5.807% Qtr. 
5.812% Qtr. 



Program 
Agency Debt: 
Export-Import Bank 
Resolution Trust Corporation 
u.s. Postal Service 

sub-total* 

Agency Assets: 
FroHA-RDIF 
FroHA-RHIF 
DHHS-Health Maintenance Org. 
DHHS-Medical Facilities 
Rural Utilities Service-CBO 

sub-total* 

Government-Guaranteed Loans: 
DOD-Foreign Military Sales 
DoEd-HBCU 
DHUD-Community Dev. Block Grant 
DHUD-Public Housing Notes 
General Services Administration + 
DOl-Virgin Islands 
DON-Ship Lease Financing 
Rural utilities Service 
SBA-State/Local Development Cos. 
DOT-Section 511 

sub-total* 

grand-total* 

*figures may not total due to rounding 
+does not include capitalized interest 

FEDERAL FINANCING BANK 
(in mill ions) 

July 31. 1998 June 30, 1998 

$ 0.0 $ 0.0 
287.3 352.3 

1.250.0 1. 120.5 
1,537.3 1,472.8 

3,675.0 3,675.0 
10,170.0 10,900.0 

3.1 4.4 
7.2 12.3 

4.598.9 1,598,~ 
18,454.2 19,190.6 

2,879.1 2,891.3 
3.0 2.4 

32.5 32.9 
1,491.4 1,491.4 
2,463.3 2,462.3 

17.5 17.8 
1,224.9 1,224.9 

14,263.4 14,125.7 
239.4 242.4 

3,9 3,9 
22,618.4 22,495.1 

=========== ========= 
$ 42,609.9 $ 43,158.5 

Net Change 
711198-7/31198 

$ 0.0 
-65.0 
129,5 

64.5 

0.0 
-730.0 

-1. 3 
-5.1 

£hQ 
-736.4 

-12.2 
0.6 

-0.5 
0.0 
1.0 

-0.3 
0.0 

137.7 
-3.0 

£hQ 
123.3 

========== 

$ -548.6 
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FY '98 Net Change 
1011197-7/31/98 

$ -1,294.6 
-1,087.7 

-713,5 
-3,095.7 

0.0 
-3,360.0 

-1.3 
-5.8 
0,0 

-3,367.1 

-169.1 
2.4 

-3.5 
-70.0 

43.6 
-1.2 

-83.1 
-555.4 
-35.5 
-0,1 

-872.0 
========== 

$ -7,334.9 
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NEW I-BONDS GO ON SALE TODAY 
WILL EARN 3.40 PERCENT OVER INFLATION 

Treasury's new inflation-indexed I-Bonds go on sale today at banks and other financial institutions. I-Bonds are 
designed to offer all Americans a way to save that protects the purchasing power of their investment while assuring 
them a real rate of return over and above inflation. The fixed rate for I -Bonds purchased in September and October 
1998 is 3.40 percent, and the Earnings Rate is 4.66 percent. 

I-Bonds have features that make them attractive to many investors. They are sold at face value in denominations of $5 0, 
$75, $100, $500, $1,000, and $5,000 and earn interest for as long as 30 years. Two new denominations, $200 and 
$10,000, will go on sale in May 1999. I -Bond earnings are added every month and interest is compounded semi
annually. They are free from State and local income taxes, and Federal income tax on I-Bond earnings can be deferred 
until the bonds are cashed or they stop.earning interest after 30 years. Investors cashing I-Bonds before five years are 
subject to a 3-month earnings penalty. 

FIRST I-BOND EARNINGS RATE - 4.66% 

The Earnings Rate for I-Bonds is a combination of a fixed rate, which will apply for the life of the bond, and the 
inflation rate. The 4.66 percent Earnings Rate for I-Bonds bought in September and October 1998 will apply for the 
first six months after their issue. The Earnings Rate combines the 3.40 percent fixed rate of return with the 1.2'+ percent 
annualized rate of inflation as measured by the Consumer Price Index for all Urban Consumers (CPI-U). The CPI-U 
increased from 161.2 to 162.2 from September 1997 to March 1998. a six-month increase of 0.62 percent. 

Fixed and Earnings Rates for I-Bonds are announced each May 1 and November 1. 

MORE INFORMATION 

Get more information about I-Bonds at Public Debt's website (w'.nl'.publicdehureas.gov) Do\\nload the Sa\ings 

Bond Wizard TM, a free, easy-to-use program that lets you keep track of your savings bonds and value your portfolio. 

For a complete description of the terms and conditions of I -Bonds. refer to the offering circular published 

at 31 CFR Part 359. 

000 
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GEPA.RTMENT OF THE iR=:ASU::'/ 
WA3.-,\,'<GTON, DC. 

The Honorable Newt Gingrich 
Speaker 
U S. House ofRepresemarives 
\Vashingto~ D.C. ·20515 

Dear:Mr. Speaker: 

September 1, 1998 

As the 10Sth Congress returns to complete its business in the few weeks remaining before 
adjournment, I am writing to urge once again that Congress immediately consider and pass the 
Adminis~ration's request for $18 billion in critical funding for the International Monetary Fund 
(ThfF). 

Since late last year, we have been urging action on this priority legislation. Events over the last 
eight months - not to mention the last few days and weeks - underscore the impact on the U.S. 
~conomy of developments abroad, including in Asia and Russia. \Ve simply cannot afford any 
further delay in providing the IMF with the resources it requires to help contain the threat of 
:c..,-:~e: 2...:::..-.cial and political instability around the world. 

Let me be clear, the fundamentals of the American economy remain sound, with continuing good 
prospects for strong growth with low inflation, but recent developments testify clearly to the 
impact of global uncertainty on US. financial markets and, ultimately, on our economy. While 
there has been progress in stabilizing economies in countries such as Korea and Thailand, which 
are implementing strong IMF programs, we have already seen a decline in US exports to key 
markets in Asia by over 20 percent through June of this year, amounting to over $22 billion worth 
of exports on an annualized basis. 

Against this backdrop, it is critical that the United States take the steps necessary to protect the 
interests of American workers, businesses, and farmers. More broadly, a fully equipped Th1F is in 
:::e economic interest of our important trade partners throughout Latin Arnerica. \Vh.ile we agree 
that the [\fF needs reform, and are commi::ed to continuing our strong efforts to achieve 
meanin~ful chan~e it remains an effective and indisoensable tool in the management of the - - , . 
international economy. r respectfully urge you and your colleagu~s to act with the utmost 
dispatch to pass this legislation. 

Robert E. R:.Jbin 

RR-2661 
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Text as Prepared for Delivery 
September 3, 1998 

UNDER SECRETARY OF THE TREASURY (ENFORCEMENT) 
JAMES E. JOHNSON 

SENATE COMMITTEE ON FINANCE 

Introduction 
Mr. Chairman, Senator Moynihan, and Members of the Committee: I am pleased to 

appear before you today to discuss the role of the U.S. Customs Service in the protection of our 
borders and the facilitation of trade. Treasury welcomes the opportunity to highlight our support 
of Customs as a critical component of our departments overall enforcement mission. We would 
also take this opportunity to thank the Committee for its many efforts to support Customs and to 
discuss issues relevant to the fulfillment of organizational Customs' mission. 

This is an important moment in Customs' long and distinguished history, as it continues to 
advance its mission under the able helm of newly appointed-Commissioner Raymond W. Kelly. 
While we should in no way underestimate the seriousness of the challenges facing Customs, we 
face them with renewed confidence with Commissioner Kelly at the helm. His knowledge of law 
enforcement issues, his record of effectively managing public institutions, and his commitment to 
Customs' broad mission command the highest respect. 

I will defer to Commissioner Kelly for a more detailed discussion of the current state of 
affairs at Customs, and will focus my own remarks more broadly on the vital importance of 
Customs' activities in anti-narcotics enforcement, revenue collection, and trade facilitation; the 
ways it seeks to fulfill these missions in an era of limited resources; and some of the current issues 
that it faces. 

Customs' Mission 
While Customs' mission continues to reflect the range of activities envisioned when the 

first U.S. Congress enacted statutes providing for levying and collecting duties, it has grown over 
the years to include many additional responsibilities. Today, Customs collects over $19 billion in 
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revenue. Its statutory obligations also include protection of our citizens from dangerous drugs 
that harm our cities, intellectual property rights violations that harm our economy, hazardous 
materials that harm our environment, and unsafe products that harm our children. These laws 
have greatly expanded the duties and responsibilities of Customs employees located both at 
headquarters and at the more than 300 ports of entry. 

Narcotics Enforcement 
One of Customs' most critical duties is preventing illegal drugs from entering the United 

States. Both Treasury and the U.S. Customs Service are fully committed to battling narcotics 
traffickers. Indeed, Customs stands at the core of Treasury's comprehensive efforts to combat 
the multiple threats posed by narcotics traffickers: 1) Customs stops narcotics at our borders; 2) 
Customs, IRS, and the Financial Crimes Enforcement Network (FinCEN) work to take the profit 
out of narcotics trafficking by preventing, detecting, and investigating money laundering; 3) 
OF AC blocks the assets of narcotics traffickers; and 4) ATF and Customs make it more difficult 
for narcotics traffickers and their allies to obtain weapons that could be used against our citizens 
and law enforcement personnel. 

Customs has consistently seized more drugs than any other agency. Customs has achieved 
this standard through effective interdiction, intelligence and investigation that disrupts and 
dismantles drug smuggling organizations. And while it continues to seize drugs, Customs 
identifies, disrupts and dismantles criminal organizations that launder the proceeds generated by 
the smuggling of illegal drugs. In FY 1997, Customs seized nearly 1 million pounds of narcotics. 
Customs exceeded this amount during the first nine months ofFY 1998. The success stories 
abound, but two operations -- Hardline and Gateway -- both of which received tremendous 
support from Senator Grassley, deserve special mention. 

Operation Hardline. The Southwest border continues to command our attention as we 
work to combat drug smuggling and other offenses. With this goal in mind, Customs 
implemented Operation Hardline during FY 1996. With the support of Congress, Hard Line 
resulted in the deployment of more agents, inspectors, technology, and canine officers to the 
Southwest border. This additional investment meant more primary and secondary searches, more 
inspectional "blitzes", better use of technology, better development of intelligence, and more 
seizures. In 1997, seizures under Operation Hardline exceeded 33,000 pounds of cocaine, 
600,000 pounds of marijuana and 190 pounds of heroin. 

Operation Gateway. Recognizing that enhanced efforts at one point of the border can 
result in the movement of a threat to another area, Customs deployed comparable assets to the 
Caribbean in Operation Gateway. This program, which was tailored to address the air and 
maritime narcotics threat in Puerto Rico and the Virgin Islands, began its second year of operation 
in March 1997. From March 1997 through February 1998, Gateway seizures exceeded 18,000 
pounds of cocaine, 80 pounds of heroin and $ 4.4 million in currency. 

Money Laundering 
Another element of Treasury Enforcement's attack on narcotics smugglers and other 

criminals is our anti-money laundering program. As Secretary Rubin has noted on many 
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occasions, anti-money laundering strategies not only protect our financial systems from the taint 
of illicit proceeds, but also allow us to unravel complex criminal enterprises. To this end, 
Customs alone conducted nearly 4,500 money laundering investigations last year. 

Operation EI Dorado. Operation EI Dorado is an example of our anti-money laundering 
strategies. In this multi-agency task force, Customs was joined by Treasury's FinCEN, IRS, 
DEA, and state and local law enforcement agencies in New York who, together, developed 
evidence that 12 money remitters in the New York City area had funneled approximately $800 
million a year to Colombia. Based on information obtained through El Dorado, then-Under 
Secretary Kelly signed a Geographic Targeting Order ("GTO") under FinCEN regulations in 
August 1996. The GTO was aimed at the 12 money remitters and their approximately 1,600 
agents to obtain information on all cash remittances of $750 or more to Colombia. The use of 
GTOs forced narcotics traffickers to turn to less convenient means to move their money. As a 
result, Customs' currency seizures at East Coast ports of entry increased approximately 400 
percent. 

Operation Casablanca. Another example of Customs' success in this area was the recently 
concluded Operation Casablanca, the largest drug money laundering investigation in U.S. history. 
The investigation targeted both the infrastructure of the Juarez and Cali cartels and the financial 
systems they used to launder their U.S. drug proceeds. Through June 1998, Operation 
Casablanca has resulted in the arrest of more than 160 individuals and the seizure of 
approximately $ 103 million. I will defer to Commissioner Kelly for additional details on 
Operation Casablanca. 

The EI Dorado and Casablanca successes highlight the value of a coordinated, multi
faceted approach to money laundering enforcement. Because of our multiple bureaus and offices 
with both investigative and regulatory responsibilities, Treasury has been able to develop, plan, 
and execute such coordinated approaches. 

Further Progress -- Operation Brass Ring 
While we are proud of the successes of Customs' anti-smuggling and money laundering 

programs, we recognize that we must continually innovate and adapt to changing environments 
and trends. Such was the basis for Customs' Operation Brass Ring, which was launched on 
February 1, 1998 and was completed July 31, 1998. Developed in response to downward trends 
in seizure data, Brass Ring required local port directors and special agents in charge to intensify 
their anti-smuggling measures but allowed them to tailor such measures to specific trends and 
characteristics of their geographic and jurisdictional areas. This strengthened but targeted focus 
has resulted in significant increases in narcotics and currency seizures when measured against the 
same period last year. Indeed, from February through July for FY 1997 and FY 1998, narcotics 
seizures increased 45% and currency seizures increased 59%. 

Integrity 
Customs' success also depends on ensuring that its workforce is as productive and 

professional as possible. The opportunity to erect effective barriers to narcotics and protect our 
frontiers begins with our employees. Treasury Enforcement believes that to accomplish its 
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mission, Customs employees must consistently demonstrate the highest levels of integrity and 
professionalism. We believe that the vast majority of Customs employees meet this standard. To 
ensure, however, that all personnel adhere to appropriate standards of integrity, Treasury 
Enforcement's Office of Professional Responsibility will work closely with Commissioner Kelly 
and his staff. 

Collaboration with Justice and INS on Southwest Border Enforcement 
Our long term success depends greatly on our close collaboration with other federal, state, 

and local law enforcement agencies. To this end, Customs has developed a Port Management 
Model in San Ysidro, California in cooperation with the Immigration and Naturalization Service. 
We believe that the Port Management Model will increase coordination at the ports, strengthen 
anti-smuggling efforts, and facilitate legitimate commerce, as it has done in San Ysidro. Treasury 
and Customs are working with INS and Justice to expand the model to other ports. 

As currently envisioned, the plan would implement the successful Port Management 
Model at all Southwest border ports, creating coordinated leadership at the port level for 
enforcement and traffic management. The plan also would expand joint intelligence collection, 
adopt a unified investigative approach for Southwest border seizures, provide for coordinated 
technology deployment and R&D, and harmonize resource decisions. We are working with our 
sister agencies to finalize this plan and draw on its results to further increase our success in both 
combating drug trafficking and facilitating legitimate trade. 

Trade Facilitation 
Let me take this opportunity to emphasize that our anti-narcotics efforts do not come at 

the expense of our trade processing programs. Both Treasury and Customs recognize that for 
every drug smuggler or other criminal threat to our border, there are many more legitimate 
crossings and conveyances. Customs, therefore, continues to pursue policies that fulfill its anti
narcotics mission as effectively as possible, while still facilitating legitimate commerce. 

One of the ways in which Customs performs such a dual mission is through partnership 
with private sector trade interests. Such partnerships, for example, have given rise to the Carrier 
Initiative Program and the Business Anti-Smuggling Program. Far from presenting a false choice 
between anti-smuggling and trade facilitation, these programs actually enhance both missions. 
They do so mainly by enlisting legitimate businesses in thorough pre-screening and background 
checks that allow Customs to target its limited anti-narcotics resources to other, more high-risk 
carners. The result is both stronger anti-narcotics efforts and more productive trade facilitation. 

One of the most important mechanisms for fostering our partnership with the private 
sector is the Treasury Advisory Committee on Commercial Operations of the U.S. Customs 
Service, or "COAC." This 20-member private sector advisory group was established by the 
Congress in 1987, and has been renewed and appointed bi-annually by the Secretary of the 
Treasury. It has typically drawn top-flight experienced representatives from major multinational 
corporations, trade associations, and from the customs service sectors, including brokers, lawyers, 
and consultants. The Committee is chaired by the Assistant Secretary (Enforcement) and it was 
my privilege to serve in that capacity for over two years. Secretary Rubin met with the 
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Committee last December and listened to their recommendations on a wide range of issues 
involving Customs' commercial operations. 

During the last year, the Committee completed a landmark project, the development of an 
industry consensus on changes needed in the Automated Export System (AES), a very important 
component of Customs' efforts to achieve an efficient, paperless environment. The Committee 
worked with a team composed of Customs and Census officials and, through a process known as 
IBN or "interest-based negotiations," managed to iron out differences of opinion and develop a 
consensus proposal that is expected to substantially increase industry acceptance of the AES. 
Based on the Committee's recommendations, the Customs Service is now at work on the 
regulatory changes that will be needed to implement the proposal. 

Finally, the efforts of both Customs and the public it serves will also be enhanced through 
improved automation. In this regard, few issues are more important than finalizing the 
Automated Commercial Environment, or ACE. ACE represents a business re-engineering 
process designed with input from the trade community and other agencies. Once fully 
implemented, it will drastically reduce unnecessary paperwork, improve ready access to relevant 
data, enhance enforcement, and expedite trade. The Treasury Investment Review Board 
continues to monitor the progress of ACE, and Commissioner KelIy can speak at greater length 
on its progress. 

Building on Existing Efforts 
In conclusion, Mr. Chairman, I would note again that safeguarding our nation's borders is 

one of the Federal government's most basic responsibilities. It is also one of our biggest 
challenges. Even as the responsibilities and duties of Customs have increased in a time of tight 
budgets, we do not anticipate any decline soon in the necessary work of narcotics interdiction or 
trade facilitation. We therefore support the objectives of the Drug Free Borders Act of 1998, and 
we look forward to having the Committee's continued support for the U.S. Customs Service as it 
pursues its mission. 

-30-
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BUREAU OF THE PCBLIC DEBT AIDS SA VI~GS BONDS O\Y:\"ERS 
AFFECTED BY HCRRICA:\"ES L\ :\ORTH CAROLI:\"A 

The Bureau of Public Debt took action to assist victims of severe weather in Konh Carolina by 
expediting the replacement or payment of enited States Savings Bonds for owners in the affected 
areas. The emergency procedures are effective immediately for paying agents and owners in 
those areas of N onh Carolina affected by the hurricane. These procedures will remain in effect 
through October 31. 1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Ivlost financial institutions serve as paying agents for sa\'ings bonds. 

Konh Carolina counties involved are Beaufort. Brunswick. Carteret. Currituck. Dare. Hyde, 
Kew Hanover. Onslow, Pamlico. and Pender. Should additional <:ounties be declared disaster 
areas the emergency procedures for savings bonds owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete fonn PD-I04S, available at most financial institutions or by writing the 
Richmond Federal Reserve Bank's Savim:s Bond Customer Service Department. 701 East Byrd 
Street. Richmond. Virginia 23219; phone (SO·+) 697-8370. This form can also be downloaded 
from Public Debt's website at: www.publicdebureas.go\·. Bond owners should include as much 
information as possible about the lost bonds on the form. This information ~hould include how 
the bonds were inscribed. social security number. approximate dates of issue. bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St.. Parkersburg. West 
Virginia 26106-1328. Bond owners should write the word "STORMS" on the front of their 

envelopes, to help expedite the processing of claims. 

000 
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FOR IMMEDIATE RELEASE 
September 2, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SA VI~GS BONDS OWNERS 
AFFECTED BY HlJRRICA~ES IN VIRGINIA 

The Bureau of Public Debt took action to assist ViCtIms of severe weather in Virginia by 
expediting the replacement or payment of United States Savings Bonds for owners in the affected 
areas. The emergency procedures are effective immediately for paying agents and owners in 
those areas of Virginia affected by the hurricane. These procedures will remain in effect 
through October 31, 1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Most financial institutions serve as paying agents for savings bonds. 

Virginia counties involved are Accomack, Northampton, and Nansemond, as well as Virginia 
cities of Hampton, Newport News, Norfolk, Portsmouth, and Virginia Beach. Should additional 
counties or cities be declared disaster areas the emergency procedures for savings bonds owners 
will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-1048, available at most financial institutions or by writing the 
Richmond Federal Reserve Bank's Savings Bond Customer Service Department, 701 East Byrd 
Street, Richmond, Virginia 23219; phone (804) 697-8370. This form can also be downloaded 
from Public Debt's website at: www.publicdebureas.gov. Bond owners should include as much 
information as possible about the lost bonds on the form. This information should include how 
the bonds were inscribed, social security number. approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third S1., Parkersburg, West 
Virginia 26106-1328. Bond owners should write the word "STORMS ". on the front of their 

envelopes, to help expedite the processing of claims. 
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CONTACT: 

TREASURyrS WEEKLY BILL OFFERING 

Office of Financing 
202/219-3350 

The Treasury will auction two series of Treasury bills totaling 
approximately $13,000 million, to be issued September 10, 1998. This offering 
will result in a paydown for the Treasury of about $700 million, as the 
maturing publicly held weekly bills are outstanding in the amount of $13,701 
milli.on. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,947 ~llion of the maturing bi.lls, which may be refunded at 
the weighted average discount rate of accepted competitive tenders. Amounts 
issued to these accounts will be in addition to the offering amount .. 

Federal Reserve Banks hold $2,014 million as agents for foreign and 
international monetary authorities I which may be refunded within the offering 
amount at the weighted average discount rate of accepted competitive tenders. 
Addi tional amounts may be issued for such accounts if the aggregate amount of 
new bids exceeds the aggregate amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Eranches and at the BurGau of the pUpl~c Oebt, Wash~ngton, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Uniform Offering Circular (31 CFR Part 356, as amended) for the sale and issue 
by the Treasury to the publiC of marketable Tr@asury bills, notes, and bonds. 

Details about each of the new securities are given in the attached 
offering highlights. 
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HIGHLIGHTS O~ TREASURY OFFERINGS OF WEEKLY BILLS 
TO BE ISSUED SEPTEMBER 10, 1998 

Offering Amount ....••...................... $5,750 million 

Desoription of Offering: 
T~rm and type of security .................. 91-day bill 
CUSIP nwnber ............................... 912794 5C 4 

Auct.ion date ...................•.•........• September 0, 1998 
Issue date ................................. September 10, 199B 
Maturity date .............................. December 10, 199B 
Original issue date ........................ December 11, 1997 
Currently outatanding ...................... $29,5B2 million 
Minimwn hid amount ......................... $1,000 
Multiples .................................. $1,000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 

September 3, 1999 

$7,250 million 

1B2-day bill 
912795 BD 2 
September 0, 199B 
September 10, 1998 
March 11, 1999 
September 10, 199B 

$1,000 
$1,000 

Noncompet~tive bids Accepted in full up to $1,000,000 at the avorage 
discount rate of accepted competitive bids. 

Competitive bids .......................... . 

Haximum Recognized Bid 
at a Single yield ............ . 

Maximum Award .................... . 

Receipt of Tenders: 

(1) Must be expressed as a discount rate with three decimals in 
increments of .00Si, e.g., 7.100~, 7.105%. 

(2) Net long position for each bidder must be reported when the 
5um of the total bid amount, at all discount rates, and the 
net long position is $1 bill~on or greater. 

(3) Net long position must be detormined as of one half-hour 
prior to the closing time for receipt of competitive tenders. 

35% of public offering 

35% of public offering 

Noncompetitive tenders ...... . ......... Prior to 12: 00 noon Eastern Daylight Saving time on auction <L1y 

Competi live tenders... Prior to 1: 00 p.m. Eastern Daylight Saving time on auct:1.on ddy 

Payment Terms... ....... .. E'ull payment with tender or by charge to a funds account 
at a Federal Reserve Bank on issue date 



DEPARTMENT OF THE TREASURY 

lREASURY NEWS 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASlDNGTON, D.C. - 20220 - (202) 622·2960 

FOR IMMEDIATE RELEASE 
September 4, 1998 

Contact: John Longbrake 
(202) 622-2960 

TREASURY ANNOUNCES $150,000 NADBANK CAIP DISBURSEMENT 

The Treasury Department announced Friday a $150,000 disbursement by the North 
American Development Bank's Community Adjustment and Investment Program (CAIP). 

The disbursement is part of the CAIP's $500,000 direct loan to the California Coastal 
Rural Development Corporation (CCRDC) and was used to secure a USDA loan for Pajaro 
Valley Greenhouses (PVGH). PVGH, one of the largest commercial rose growers in the 
country, will use the loan to help repair and expand its flood damaged operations, enabling it 
to remain competitive amidst the growing challenge from imported cut flower producers. 

Through the CAIP, the NADBank provided the CCRDC, a not-for-profit small 
business and farm lender, with a line of credit necessary to become a USDA-certified Business 
and Industry Loan Guarantee Program lender. With additional money from the USDA, the 
CCRDC will expand its support of rural business lending to the Watsonville, California, area. 
The loan to PVGH, the first made under this arrangement, helps secure the jobs of more than 

100 employees in the region. 

The Community Adjustment and Investment Program encourages and fosters economic 
opportunities within communities that have experienced job losses related to implementation of 
the North American Free Trade Agreement. It works through the coordinated efforts of the 
U.S. Government and the NADBank providing financing to business communities with job 
displacement and few existing employment opportunities. To date, the program has financed 
more than $83 million to 123 private sector businesses. 

The NADBank is an international financial institution jointly capitalized and governed 
by the United States and Mexico to finance environmental projects along the U.S.lMexico 
border and to provide financial assistance for domestic community adjustment and investment 
in both countries. Approximately 10 percent of the U.S. contribution to the NADBank is 

earmarked for domestic needs which are addressed by the CAlP. 
-30-
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DEPARTMENT OF THE TREASURY 

lREASURY NEWS 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASlDNGTON, D.C. - 20220 - (202) 622·2960 

FOR IMMEDIATE RELEASE 
September 3, 1998 

MEDIA ADVISORY 

Contact: Public Affairs 
202-622-2960 

Secretary of the Treasury Robert E. Rubin will hold a press conference upon the 
conclusion of his meeting with Japanese Finance Minister Miyazawa at 6:30 p.m. PDT on 
Friday, September 4 in the Fairmont Hotel, Venetian Room, 950 Mason Street, San Francisco, 
California. 

Members of the press need to bring press credentials to the press conference. 
-30-
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

EMBARGOED FOR RELEASE AT 3 :00 PM 
September 4, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

PUBLIC DEBT ANNOUNCES ACTIVITY FOR 
SECURITIES IN THE STRIPS PROGRAM FOR AUGUST 1998 

The Bureau of the Public Debt announced activity figures for the month of August 1998, of securities 
within the Separate Trading of Registered Interest and Principal of Securities program (STRIPS). 

Principal Outstanding 
(Eligible Securities) 

Held·in Unstripped Fonn 

Held in Stripped Form 

Reconstituted in August 

Dollar Amounts in Thousands 

$1,476,173,288 

$1,249,383,657 

$226,789,631 

$8,292,031 

The accompanying table gives a breakdown of STRIPS activity by individual loan description. The 
balances in this table are subject to audit and subsequent revision. These monthly figures are included 
in Table VI of the Monthly Slalemenr oflhe Public Debt, entitled "Holdings of Treasury Securities in 

Stripped Form." 

The STRIPS data along with the new Monthly Statemenr of/he Public Debt, is available on Public 
Debt's Internet homepage at: www.publicdebt.tress.gov.Awide range of information about the 
public debt and Treasury securities is also available on the homepage. 
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Cot'pUS Pri"~~ Amounl Ou1513ndll'l9 In Thou~~"d. 

Loan O.,~cnpilim Sn:lIP Mlllllil)' DIIO Reconstlluted 

CUSIP TOIIII Portion Held In PortlOn Held in Tnl.! Month 
OUI$~Mln~ Un6tnpped Form Stnpped Form 

TrcUur'V Bond$: 
CUSIP. Inlenlst R~t.: 
912810 OM! , 1'SIa 9,280J1Y!9 1111S104 8.301.1106 4.l22.eoe 3.979.200 19.200 

OC8 12 A05 05115105 ".260.758 2.191.608 2.06e.9S0 3.eSo 

OR8 ,0-31<4 AGII Otlll~05 9.269.713 7,OOO.91J 2.208.800 10.400 

OU9 9-318 A.n 02/15108 ... 755.916 4.747.9113 eooo 0 

ONS , 1-J14 1121100M7 11/15114 11.005.50<4 2.391,114 3.614.400 a 
OPO 11-114 II2B03Ml 02115115 12.667,799 11.019.539 1.8<48.160 205.800 

CS4 1o-SIt! AC7 05115/15 7,149.9111 6.71 •. 876 431.040 281,280 

OT2 9-718 AE3 11/1511.5 11.1199.11.59 ;'.992.659 2.9Q7.200 2S7,I;iOO 

OVl 9·1/. AFO 02115116 7.266.854 7.148854 120.000 '<45.800 

DW!i 7-1'" ~ti 0s/1S118 18.82;'.551 ' •. 349.151 474,400 40.1100 

OX3 7-1f2 AK9 11/15111 18.1184.441 18.04.&.848 819.600 12.000 

DYI B.Jl4 AL7 OS115117 HI.194.1'9 11.3111.321 U7!.1I40 670.560 

Ole 8-lle AMS 08,,5/17 , ... 01USII 11.692.058 5.314.800 24S.000 

EA2 9-1/1 AN3 051151111 8.70l1,63a 3.612.6J9 5.096.000 204.800 

ESO 9 APe 11115/111 9,032.B70 2.130.270 6.902.000 59."00 

f;CB e-7I1 A06 02115/19 111,250,798 :S.9~,99S ".316100 4ae."OO 

E06 "'11 AR4 08l1S119 20.213.B32 18.1!85.872 1.548.1e9 184.320 

EE4 1·112 AS2 02115120 10.228.868 5.890,41:18 ".338.400 33.&00 

E~1 .. 31. ATtl oSl1SJ:zO 10.15B.es3 3.025.283 7.13UOO 328.320 

EG9 1-314 AU7 0811$120 21.418.1:100 S,801.3118 15.810.240 878.560 

EH7 7·7/8 AVS 02115121 11.113.373 10,24,.373 172.000 97.600 

EJ3 1·1111 AWl 05115/21 11.958.1:186 S.201,128 1.757,780 266.240 

EKO 1-,18 AXI 08l1Si21 12,153.482 1.311.3112 3.845.120 350.080 

E~8 I AV9 l111Si21 ;'2.791.;'94 ".310,444 21.'117.850 964.02S 

EMS 7·1/4 foZ6 08115122 Hl.352.790 1.159.990 1.892.100 95.000 

EN. 7-5/. SAO ""$/22 10,099.1:120 ;).08&.1126 7.612.800 59.200 

EPa 7·111 eel.l 02115123 10.374.381 11.2&3.161 7,081.200 "2.800 

£Q7 6-1/.4 BCO 08115123 22.909.044 18.840.404 4.068.6.0 85.218 

£S3 7-112 BD4 11115124 11.4119.662 2.616.222 6.773.440 70,000 

En 7-5/8 BE2 02115125 l'.72S,170 2.es:;,170 8.840,aoo 3111.1100 

EV6 6-7/0 BF9 06/1S125 12.602,007 9.741,007 2.8515.000 114.B80 

EW1 6 BG? 02l15f26 12.804,816 12.1;'2.6111 272.300 105.000 

EX2 6-314 BMS 08l1SJ26 10,883.816 9.;'13018 1.580.800 tn.eoD 

EYO 1-112 BJI "115/26 11,413.177 10.58;'.977 90S.200 102.400 

EZ7 6-Sl1 eKS 02115127 10.456.071 B.497.671 1.955.400 272.000 

FA1 6-318 BI.6 08115127 10.735.756 10,;'91,758 344.000 6.400 

F89 6-118 8M. 11/15127 22.518.539 22.407.339 51.200 0 

FE3 5-112 SP7 0811612. 1'.TTG.201 11.7711.201 0 a 

Total Treuul'f 8ol\ds ... .................. 492.435.002 ~25.795.202 168.1539.800 7,;]91.;'31 



........ , ... ". . ..... ,.- .--... ---_ ........ 
Loan Descriptivn STRIP Matunty Date R~natJlutcd 

CUSIP TOlal POrtIO" Held In PortJon Hela In Th,s Month 
Outstanding Un stripped Form Stripped Form 

Treasury Notes: 
CUSIP' Sene!: Intarest Rite: 
912e2'7WNa 0 1-718 912820 AClO l111S/98 9.902.875 4,e70,875 5,092.000 28.eoo 

X~7 A 8-718 .AFt! av15199 9,719.62J e.:327.623 :1,392.000 38.400 

XN7 e 0-1/8 ASS 06/1S/90 10.047.103 5.176.703 ".1370.400 100.eoo 

XW7 C 8 AT4 OB/lS/99 10.163.644 6.480.094 3.703,550 59.000 

3H3 AK 5-!1J.4 CSl 09r.lOXl9 1'7.487.287 17,289,887 217.600 0 

3K6 AL 5-518 C07 10131199 16.823,947 lS.804.747 219,200 0 
YE6 0 7.718 AU, 11115199 10.773.960 6.6S2.380 4,121,600 176,000 
3P5 AM 5.S/8 CGO 11130199 17,051.198 16.8155.596 185,600 0 

3Rl AN 5-S/8 CJ.4 121:l1l99 18.747.060 115.647.&130 99.200 0 

3U" If 5-318 eM7 01131100 17.502.026 1H02.026 0 0 
YN6 A 6-112 AV9 02/16100 10.873,0::1:1 7.671.833 3,001.200 15.200 

3YII Z 5-112 CRII 02129100 17,776,125 17,776,126 0 0 

4A7 AS 5-1r.l CT2 03nl/00 17.200.376 17.206,376 0 0 

4CS AC 5-518 CV7 04130100 IS.633.855 15.633.855 0 0 

'(INS B 8-718 AIM 05/15/00 10.49&.230 5.246.630 5.249.600 100.800 

.. G4 AD 6·112 CZ8 05131100 16,580.032 16.580.032 0 0 

4.JII AE 5-318 oeo 06/30/00 14.9311.037 14,939.037 0 0 

4Ml AF 5-318 00& 07/31/00 111.683,300 111.693.300 0 0 

ZES C 1-314 AXS 08115100 11.060.&46 7.137.126 J.943,520 12,980 

04Q2 AG 5-1/8 OFI 08131/00 20.029.402 20.029.402 0 0 

ZN5 0 8·112 AV3 11/15100 11.51'.682 6.961.~2 4,:;58.400 14,400 

3M2 X 5-3/4 CF2 11/15/00 16.036.088 16.0S6.0M a 0 

ZX3 II 7·3/4 AZO 02115101 11.312.1102 7.87B.c02 3,434,400 15.200 

31M) 5 5-3/11 CPO 02115101 15.3&7.153 15.SST.153 0 a 
A85 B II BA4 05115101 12.398.083 8.633.658 ;',7114.425 10.S00 

"E9 'T 50S/II CX3 05115101 12.873.752 12.e73.7S2 a 0 

S92 C 7·7/8 BB2 08115/01 12.339.185 9.041.585 3.297.600 72.000 

025 0 7·112 BCO 11/15/01 ~.226,102 19.496.102 4.730.000 102,240 

F-49 A 7·112 B08 05115102 11.71~.397 1:I.4&I.S17 2,252.880 10.BOO 

G55 B 8·3/8 BE6 08115102 ~.e59.015 22,284.615 1.574,400 0 

3J9 M 5-7/8 ce9 09130102 12.806,614 12,n1.614 35,200 0 

3L.4 N 6-3/" CE5 10131102 1 I .73'7.294 11.675.684 61,(100 0 

303 P 6-3/' CH8 111lO/02 12.120.580 11.9111.780 200,800 0 

359 0 6-5/8 CK1 12131102 12.052.433 12.0S2.433 a 0 

3V2 C 5-112 eNS 01131/03 13.100.6-40 13,100,B40 0 0 

J7B /II. 6-1/4 BF3 02J1S/03 23.562.691 22,871.039 890,752 5,800 

3Z3 0 5-112 Cs. . 02128103 13.670.354 13,626.354 44,000 0 

"S5 E 6-1r.l CU9 03n1/03 14.172.1192 14,112.892 0 0 

401 ~ Soll4 CWS 04130103 12.573.248 12.513.248 0 0 

41'(2 G 5-1/2 OAl O~1103 13.132.243 13.132.2043, 0 0 

"K5 H 5-3/8 eC8 06/30103 13.126,799 13.126.7911 0 0 

LB3 B 5-3/4 SGl 08l1S/03 28,011,026 27."32.628 518.400 1~,000 

4N8 J S-114 OE4 08115/03 19.152,098 19.852.098 0 0 

N81 A 5-718 8H8 02l1SJ04 12,9S5.0n 12.759.077 195.200 B .• OO 

P89 B 7-114 BJ5 05l1~ 14,440.372 141.418.772 21.600 2.400 

QM C 7-1/4 8K2 08l1S/04 13.:348.467 12.788.067 558.400 ",000 

RB7 D 7-7/B SLO 11/15104 14,373,760 , •. 373.780 0 0 

586 A 7-112 8MB 02115105 13.834,754 13.83".194 560 111,200 

TeS B &-112 SN6 05/15105 14,739,~04 1U39.504 0 0 

UB3 C 6-1/2 BP1 08l1~S 15.002.S80 lS.002,580 0 0 

V62 0 5-718 B09 11115105 15.209.920 15,205,120 ".800 0 

wa1 A 5-518 SR7 02116/06 15.513.517 lS.S09,0121 4.180 0 

X80 B 6-718 BS5 OSlIS106 16.015.475 16.01M75 0 0 

V55 C 7 BT3 07/1S/08 22.740,448 22.74M46 0 2.000 

Z62 0 6-112 auo 10115106 22,459,876 2.2,.59.615 0 0 

2JO B 6-1/4 13\1115 02I1S107 13.10~,"78 13.043.294 BO,3B4 0 

2U5 C 6-518 ex. 05115/07 13.956,lUB 13.932.58& 25.600 0 

lEO 0 6-118 CA.:! 08115107 25,636,603 25.616.003 20.800 0 

3,)(8 B ~112 Ca8 02115108 13,583,.12 13.583 .. 412 0 0 

.F6 C 5-518 CYI 05J15JD8 27.111.815 27.1111.815 0 0 

Tot81 Trl!8!ury Notes ........................... 924.987.633 884.8~7.eo2 60.149.831 900.700 

Treasury Innetlon.lndlDed Notea: 
CUSIP; Serle!: tntel'Mt Rete: 17.115,360 0 0 
912B27 JAB J 3.S/8 g,2820 BZ9 07/15102 17.115.360 

01/15107 16.211.328 16.211,326 0 0 

2M3 A 3-318 Bve 
01115108 8,465.222 8."85.2'2'2 0 0 

aT7 A 3-518 CL9 
., .811.910 41,811.910 0 0 

Tolallnnllliol'l.ll'ldexed Notal ............... 

Trenuty 'nb\lon-Indexed Bonda: 
CUSIP: Intere,t R;lIo: 

111.9311.7". 1'.938,144 0 0 

812810 F05 3-518 912B03 BN2 04/15121 

lB.IIJl!.7+4 18.93B.744 0 0 

Total'nna1ion.lndexed BOllds .............. - I 478,173.288 1.2.i.S8),&57 228.789,831 8.292,031 
GraM TotaL ....................................... .......... . ....... "",, ..................... 

!he CtJmI'MlIU Oe~ll'I/MI1r. f~1c; 8l.1li."" B<wd (EBBlatld on !lie Bureau 01 tne 

TOTRL P.03 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
september 08, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
September 10, 1998 
December 10, 1998 
9127945C4 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.780% 4.905% 98.792 
High 4.795% 4.921% 98.788 
Average 4.790% 4.917% 98.789 

Tenders at the high discount rate were allotted 45%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

$ 

Tendered 

23,001,283 
1,254,351 

24,255,634 

302,876 

24,558,510 

3,206,780 
47,624 

27,812,914 

Bid-to-cover Ratio = 24,255,634 / 5,466,891 4.44 

1/ Equivalent coupon-issue yield. 

RR-2669 
http://www.publlcdebt.treas.gov 

$ 

$ 

Accepted 

4,212,540 
1,254,351 

5,466,891 

302,876 

5,769,767 

3,206,780 
47,624 

9,024,171 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington. DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
september 08, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

182-Day Bill 
September la, 1998 
March II, 1999 
912795BD2 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 

Rate Rate 1/ Price 
----------------------

Low 4.770% 4.955% 97.589 

High 4.790% 4.978% 97.578 

Average 4.790% 4.978% 97.578 

Tenders at the high discount rate were allotted 73%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 
-----------
Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign official Add-On 

TOTAL 

Tendered 
-----------------

$ 23,480,836 
1,153,454 

-----------------

$ 

24,634,290 

1,702,924 
----------------

26,337,214 

3,740,000 
267,076 

-------------
30,344,290 

Bid-to-Cover Ratio = 24,634,290 / 5,584,684 
4.41 

1/ Equivalent coupon- issue yield. 

RR-2670 http://WWW.publlcdebt.treas.gov 

Accepted 
-----------------

$ 4,431,230 
1,153,454 

-----------------
5,584,684 

1,702,924 
-----------------

7,287,608 

3,740,000 
267,076 

-----------------

$ 11,294,684 



DEPARTMENT OF THE TREASURY 

NEWS 
OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622·2960 

FOR IMMEDIATE RELEASE 
September 9. 1998 

"Repairing and Rebuilding Emerging Market Financial Systems" 
Remarks by Lawrence H. Summers 

Federal Deposit Insurance Corporation 
International Conference on Deposit Insurance 

Washington, DC 

Thank you. I am delighted to have this opportunitv to discuss these issues at such a distinl!uished 
gathering. . ~ 

Let me start by congratulating our hosts on their timing. Events in Asia have highlighted the 
difficulties of designing effective deposit insurance and banking regulations -- ones that \\'ill 
promote stability. without also promoting crises. These and other riddles have assumed center 
stage in recent months in considering the lessons from the crises. I doubt there are going to be 
many easy solutions. But with the combined efforts of the people in this room we will have a 
much better chance of finding effective ones. 

A crisis that began in Asia more than a year ago has now spread to include Russia and raised 
concerns in markets around the world. This finds us in new and difficult terrain. But one thing is 
certain. Repairing troubled financial systems and building healthy ones for the future will both be 
crucial to crossing it safely. 

I would like to discuss each of these challenges today, sketching some of the broad principles 
that have emerged for strengthening financial systems in emerging market economies and for 
dealing aggressively with the deep financial sector problems we see in Asia today. But let me 
start with a few general observations that should guide us in these efforts. 

I. The Centrality of Finance and the Lessons of History 
This week's Washington Post articles have underlined that interruptions in finance and financial 

disruptions have the most profound human consequences far beyond profits and losses. In Korea 
today, eleven year-old children are being plucked out of school to beg at car windows. and family 
firms of three generations' standing are being forced into bankruptcy. Yet it would be an even 
greater catastrophe if countries were to absorb the \wong lesson from these crises -- if they were 
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to develop the idea that \vithdrawing from the global system was right and building better 
functioning market economy was wrong. Unfortunately, this concern is not without some 
foundation. 

Ever since there has been finance there have been financial disturbances and no doubt countries 
will face financial disturbances and countries moving in the wrong direction in the years to come. 
But international financial citizenship -- respecting obligations and contracts and dealing 
cooperatively with creditors in exceptional circumstances where necessary -- is a crucial part of 
being a member of the world community and enjoying its benefits and support. Countries that 
choose to embrace unilateral actions as a substitute for reform and cooperation hurt the world 
system -- and by severing links with world markets hurt the prospects of their own citizens most 
of all. 

So let there be no doubt about the basic ends and means: continued rapid growth in the 
developing world based on their moving more toward market principles and integrating more 
closely with the world economy is what we should all want to see. The challenge is not to halt 
the flow of capital around the world -- but to build financial systems that can channel those flows 
effectively and ensure that they can be sustained. 

No country has been immune to financial sector problems in recent years and none has the 
monopoly on wisdom when it comes to finding the best way to address them. Even before the 
recent crises, more than two-thirds of the member countries of the International Monetary Fund -
developed and developing -- had had significant banking problems in the last fifteen years. These 
have often cost the economy and the taxpayer a great deal. 

Spain ended up paying out 15 percent of ODP to clean up its banking problems. In Chile the 
price was closer to 20 percent. Our own Savings and Loan crisis ended up costing the taxpayer 
roughly 3 percent of ODP -- a sum that was greatly increased by mistakes of supervision and 
regulation which helped to cause the crisis and later perpetuated it. 

But lessons have been learned -- and recent events have only underlined the need to work to see 
these lessons applied, both at the level of individual countries and internationally. For some time 
now the United States has taken the lead in mobilizing intensive dialogue about the international 
financial architecture among governments of industrial and developing countries. These 
discussions began in April and build on previous 07 efforts set in train at the Lyons Summit. 
They have been wide-ranging and constructive, leading to a number of potential areas for reform. 

Elaboration of specific proposals must await the conclusions of the international working groups. 
But let me sketch out some of the broad principles that have emerged for strengthening domestic 
financial systems to avoid crises and resolving them effectively when they strike. 

II. Principles for Strengthening Domestic Financial Systems 
Reducing the risk of financial crises is not primarily about reducing the quantity of international 
capital flows. It is about raising their quality. We have seen in recent months in Asia -- as at many 
points in the past in other countries -- the danger of opening up the capital account when incentives 
are distorted and domestic regulation and supervision is inadequate. Let me be very clear. Inflows 



in search of fairlv valued economic opportunities is a good thing. Inflows in search of government - ~ ~ 

guarantees or undertaken in the belief that they are immune from the standard risks is quite another 
matter. 

The challenge across the emerging market economies is much less to slow the pace of capital 
account liberalization than to accelerate the pace of creating an environment in which capital will 
flow to its highest return use. That means governments pursuing strong. mutually consistent 
monetary. fiscal and exchange rate policies. It means governments putting in place all the legal and 
regulatory underpinnings for markets that lessen the probability that financial imbalances will arise. 
and can help contain the effects when they do occur. 

Experience -- especially that of the past year -- points to a long list of critical ingredients for a 
strong and efficient banking system. 

First on the list must be a strong supervisory regime. That means tough entry requirements: 
prudential norms for capital. liquidity and currency exposure; limits on connected and directed 
lending; strict rules governing income recognition, classification and provisioning; reporting and 
disclosure requirements; a risk-based regime for remedial actions; consolidated supervision; and 
an effective framework for dealing with insolvent institutions. 

Let me add, here, that the Asian crisis has especially brought home the dangers of large amounts of 
connected and directed lending -- much of it opaque and undertaken on the basis of implicit or 
explicit commitments to government underwriting. Commentators and others have recently made 
much of the problem of moral hazard. There is has been too little emphasis on moral hazard 
problems in the misallocation of capital within these countries .. 

Second, rules and standards need to be enforced by a thorough system of bank examination. 
Supervision needs to be backed up by an independent bank supervisory authority with the ability 
to enforce compliance. Elegant risk-weighted capital ratios are not enough. The bank 
examination process has to be on-site, detailed, regular and complete, focusing on credit quality 
and internal controls. Matched books. for example, is all very well: it means little if companies are 
taking on foreign currency debt service commitments on the basis of domestic assets that will not 
generate the ability to repay. 

In the wake of the crises the IMF has worked with Thailand, Korea and Indonesia to put in place 
more effective loan classification and other procedures to address manifest failings in bank 
supervision and credit management. In the lead up to the crisis, loan classification and provisioning 
practices in these economies had often made it virtually impossible for market participants -- even 
supervisors -- to gain a true picture of the condition of institutions. The more general lack of 
effective risk management at the level of individual institutions and the supervisory community as a 
whole was a key factor allowing the excessive build-up of foreign exchange obligations in the Asian 
crises and will be a major focus of international reform efforts going forward. 

Yet, the very depth of these crises underlines the need for a third element -- a true credit culture at 
the level of individual institutions and firms. This ultimately rests on the rules of law and all that 
that implies -- not least independent judiciaries and effective bankruptcy regimes. Corruption and 



other illicit practices cannot go unpunished if the public is to have any confidence in the safety and 
integrity of domestic financial institutions. 

The crises have taught us that supervisory and broader financial infrastructures may not have 
fully kept pace with the rapid development of their domestic economy and their closer integration 
with global financial markets. The Basle Committee has already developed core principles for 
effective banking supervision that can serve as a blueprint for steps to improve supervision at the 
nationalleve!. The International Organization of Securities Commissions (lOSCO) is engaged in a 
similar project. Events in Asia have focused attention on ways that these might be broadened and 
expanded to address some of the particular problems highlighted by recent events -- for example, 
with the development of comparable core principles in the area of corporate governance. 

Yet common standards and principles will achieve little if countries and institutions do not 
implement them. And experience suggests that the lag between words and deeds can be long 
indeed. The collective global stake in timely prevention of crises and the contagion they cause 
calls for creative thinking about more powerful incentive mechanisms-- including especially the 
role of enhanced disclosure requirements to strengthen the disciplining effects of the markets 
themselves. We will need also to explore ways of building on recent steps to improve 
cooperation among the international financial institutions in this area and upgrade their financial 
sector capability. 

One related point that is worth stressing in this context the very valuable role that foreign 
participation in the financial sector can play. Last years's WTO agreement on financial services was 
an historic step in committing countries to openness and encouraging foreign financial service 
providers -- and all the capital, expertise and competitive pressure they bring with them. Here in the 
United States we discovered long ago that inter-state banking is more diversified and more stable. 
In the same way, greater internationalization of finance can reduce risks at the same time as 
lowering the cost of capital. 

Mexico and Argentina have both successfully applied this lesson by encouraging widespread 
foreign financial sector participation in the wake of the 1995 Tequila crisis. The Korean and Thai 
reform programs include important liberalization of the domestic economy in addition to radical 
financial sector reform -- and look to foreign competition and participation as a way of supporting 
those efforts. 

III. Principles for Resolving Financial Sector Problems 
So far I have been reflecting on the basic elements of building healthy and enduring banking 
systems. But in several countries today the task faced is that of repairing very troubled financial 
systems at a time of acute economic distress. A recognized irony of financial crises is that, unlike 
most kinds of crises, simply stopping what caused them does not take you closer to a solution. In 
many ways, the opposite is true: resolving the crises in Asia will involve reviving some of the 
things that caused it. 

The dilemma is simply put. Economies will not recover without a resumed flow of lending to the 
corporate sector. Yet lending activity will not resume unless banks are recapitalized and the debt 
burdens of corporations are assessed and then reduced. Yet merely restarting credit flows without 



a fundamental change in the practices of banks. corporations and regulators runs the risk of the 
same past mistakes being repeated. and corporate debt/equity ratios and nonperforming loans 
continuing to rise. 

You will remember that we faced similar dilemmas -- fortunately on a very different scale -
during the Savings and Loan crisis. It is fair to say that in the early years the authorities tended to 
focus excessively on worries of a credit crunch and too little on proper supervision and regulation 
of banks. Underlying problems grew bigger as a result. Several years later, however. evidence 
of problems of a credit crunch did arise. 

Thailand. Korea and Indonesia have each been working to address banking sector problems by 
merging, intervening in or closing banks and finance companies. In all three countries the 
problem is turning out to be much larger and more complex than originally expected -- and as a 
result the impact on growth has been more severe. Government estimates of the potential cost of 
restructuring run from $20 billion in Indonesia to upwards of $1 00 billion in Korea. 

Across Asia the international community has an enormous stake in the right strategies being 
pursued to help countries and companies grow out of crisis and to put the financial sector back 
on a stable footing. The challenges are immense, but the past year's efforts have yielded some 
important lessons: 

• first, strategies that help solve a systemic crisis tum out to be very different from the ones 
that are needed to address more isolated financial sector problems -- it becomes more 
difficult to pursue case-by-case approaches when even "strong" firms are well below 
water. 

• second, in an environment of systemic financial crisis. financial sector restructuring 
cannot proceed independently of corporate restructuring. That is why Thailand's 
announcement last month of a major public recapitalization plan that recognizes this logic 
is such a welcome development. 

• third, governments need to be prepared to spend very large amounts of public funds and 
to do so aggressively. There are understandable fiscal concerns. Yet history suggests that 
governments who try to put off large public expenditures will ultimately raise their 
magnitude by prolonging the crisis. 

• fourth, maintaining liquidity support for banking systems in crisis can be extremely 
difficult when a country lacks the financial instruments to do it effectively. In many crisis 
countries, for example, the lack of well-developed government debt markets has limited 
or eliminated the scope for open market operations. Here, as elsewhere, the search is on 
for new and creative solutions. 

• fifth, attention needs to be paid to finding effective strategies for disposing of bad assets. 
Governments need to get bad assets offbank balance sheets and dispose of them in a way 
that allows markets to clear. Yet these efforts have been seriously impeded in Asia by 



large numbers of creditors having recourse. Legislation has been announced to address 
this problem in some of the crisis countries but the signs are that more sweeping changes 
-- and more streamlined disclosure procedures -- will be needed to break the bottleneck. 

• finally. we have learned that countries have to strike a difficult balance. both ex ante and 
ex post. in the design of deposit insurance -- avoiding confidence problems when banks 
are restructured yet not making them so generous that they undermine stability and 
overburden the budget. The irony of too many places in Asia is that while the belief in wide
ranging implicit guarantees did much to bring on the crisis -- the lack of credible and 
explicit depositor guarantees has in some cases helped to worsen it by causing 
indiscriminate pressure on banks. 

It is fair to say that the challenges you will be addressing at this conference -- getting beyond 
general principles to devising concrete schemes for reducing the risk of crises and containing 
them effectively -- are as important as any challenge faced by the global policy making 
community at a particularly difficult time. The solution to the puzzle will contain many different 
elements -- and dealing effectively with banking sector problems, particularly in Japan. will be a 
very important part. But I do think that as financial markets are integrated in the future the 
rewards will be even greater. Thank you. 
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STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

The Administration has expressed strong opposition to the Financial Modernization 
legislation, H.R. 10, in its current form and has stated that the bill will be vetoed unless significant 
changes are made. 

A key issue in the current discussions about H.R. 10 involves the obligations of financial 
institutions to serve the credit and other banking needs of low- and middle-income Americans. 
Recent reports indicate that proposals may be considered that would undermine the Community 
Reinvestment Act. I want to make clear that any efforts to undercut CRA, as well as any proposals 
that would provide the opportunity for depository institutions to evade CRA responsibilities, would 
be unacceptable to the Administration. 

The failure to extend CRA to all wholesale financial institutions, which will enjoy access to 
such benefits as the discount window and the payments system, would open opportunities for 
significant evasion of CRA and are not justified. The elimination of the requirement in the 
House-passed version ofH.R. 10 for a satisfactory CRA rating as a prerequisite for eligibility for new 
powers would erode CRA enforcement by removing an important incentive for banks to demonstrate 
CRA performance. Finally, restrictions that would prohibit banks from conducting ne\y financial 
activities through subsidiaries, which we have opposed for other reasons as well, would tend to force 
bank resources into affiliates and would thus have seriously adverse consequences for CRA . 
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Mr Chairman, I am grateful for this opportunity to discuss recent developments in Russia, which I 
know to have been of considerable interest to this committee and other members of Congress. 

United States policy toward Russian economic reform has been and will continue to be a subject 
of vigorous debate in Congress and elsewhere. But there can be little debate about its 
importance. Russia's transition to a market democracy is one of the defining economic challenges 
of the end of the twentieth century The outcome will help define the shape of the 21st century 
global economy and the progress of democratization around the world. 

From a more immediate standpoint, we have seen in recent weeks that -- despite the relatively 
small size of Russia's economy and financial markets -- developments in Russia can have a 
disproportionate impact on confidence in other emerging markets and around the world. They can 
also profoundly affect how investors view the prospects for underlying stability. 

A prolonged financial crisis in Russia would likely strengthen opponents of further political and 
economic reform and likely mean a regression to\vard a more inward-looking, protective, and 
ultimately ineffective economic strategy I t is also clear that Russia will continue to playa pivotal 
role with respect to nuclear security, the battle against terrorism, the stability of Eurasia, and 
conflict resolution in global hot spots like the Balkans. 

Let me start by putting the present crisis in the context of Russia's longer-term transformation 
effort. I will then discuss what the U. S. government and the international community have done to 
promote Russia's transition since 1991 and respond to a number of criticisms of our approach. I 
will end with a few words about prospects or the future. 
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I. Recent Developments in Context 

Mr Chairman, for nearly seven years the Russian government has struggled to lay the foundations 
for a stable and prosperous market economy amid the wreckage that the collapsed Soviet system 
left behind. The government faced unique obstacles in doing so -- not least the fact that 
communism had been in place in Russia far longer than in Eastern Europe. Those political and 
economic obstacles to reform led to numerous setbacks and disappointments. Nonetheless, 
reformist policy makers did succeed in laying many of the building blocks of a market economy. 
Extensive privatization took the economy out of the government's hands -- 70 percent or more of 
all economic activity is now generated by the private sector. Prices were liberalized and 
government spending was cut by more than 40 percent. 

That said, other critical reforms lagged behind. Principal among these was the failure to control 
the budget deficit and government borrowing. Russia's budget problems are a manifestation of 
the political struggle over the country's economic direction. That is because the budget has been 
the battleground for disputes about the proper role of government and about resource allocation. 
So, as these disputes went unresolved, budget difficulties continued and borrowing continued 
unabated. That borrowing starved the incipient Russian private sector of capitaL Also critical 
was a failure to build and institutionalize a favorable investment climate and the rule oflaw. This 
kept much of the economy off-the-books, under-monetized, vulnerable to crime and corruption, 
and dependent on barter. Those failings sowed the seeds for the current crisis. 

After a bout of hyperinflation in the early 1990s, the government for 3 years achieved rough 
control of inflation through the maintenance of a exchange rate band, backed by tight monetary 
policy. Yet macroeconomic stability remained fragile as long as the budget deficit and government 
borrowing remained high. Successive Russian cabinets -- supported by the International 
Monetary Fund and other international financial institutions -- committed themselves to tackling 
the borrowing problem through reform of the tax code and other long overdue structural reforms 
aimed at providing permanent budgetary improvement. However, despite sporadic successes, 
poor tax collection, weak budgetary control, chronic wage and pension arrears, and a 
dysfunctional tax and social payments system kept Russian government borrowing at 
unsustainably high levels. 

Russia's problems intensified during the past ten months as a number of factors combined to put 
pressure on the exchange rate: continued Russian policy failures; periodic, debilitating political 
uncertainty; contagion from Asia leading to worsening investor sentiment; and slumping oil and 
gas prices. First among these was the political paralysis that prevented the Kiriyenko government 
from forging a political consensus in favor of fiscal restraint and reform that could have led to 
improved investor sentiment and in time improved budgetary prospects. Also important was the 
slump in energy prices. The value of Russia's energy exports has fallen 18 percent this year, 
resulting in a sharp increase in the current account deficit from less than $1 billion in 1997 to a 
likely deficit of $1 0 billion this year In the end, opposition to the Kiriyenko reform agenda and 
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the deterioration in market conditions helped fuel great market scepticism. A breakdown in 
confidence followed. 

Russia's authorities then decided on the enormously risky course of simultaneously devaluing the 
ruble, imposing a debt moratorium and restructuring government bonds. This was the Russian 
government's decision and not one which we supported. It should not be viewed in any sense as 
a precedent or guide for future policy responses by other emerging markets under pressure. 
Those regrettable actions have played out in a manner which has deepened the crisis of 
confidence, unleashed spending, lending, and inflationary pressures, and prompted a change in 
government. Russia's crisis has become one of grave political and economic dimensions. 

D. United States Support for Russian Economic Reforms 

Mr Chairman. Since 1991 the United States has taken a leading role in multilateral financial 
support for Russian market reforms because we believe that a successful market transformation in 
Russia to be critical to American interests -- and because we believe that, when policy makers 
themselves are committed to reform, IMF and World Bank programs can materially increase the 
prospect of such a transformation being achieved. This has been the experience in other regions. 
In Latin America and in Central Europe, the IMF and the World Bank have led countries to 
sustained growth and stability. Russia has proven an uniquely complicated and difficult case. 
Much more of the market economy has had to be constructed from scratch than in other places. 
And the struggle to build a political consensus in support of reform has progressed poorly. 

Since 1992, Russia's cooperation with the international financial institutions produced an 
important economic transformation and a fragile stability. That stability has now evaporated. But 
this painful setback should not obscure what has been accomplished during those years. Russia is 
now a different country and a different economy. Let me describe a little of what has changed. 

First, economic activity has been put in private hands after 70 years. Private property and profit 
are no longer regarded as evils. 

Second, there has been a dramatic demilitarization of the Russian economy. Last year, Russia's 
military spending was only one-seventh its peak Soviet level in 1988 and two-fifths its 1992 level. 

Third, an economy which had been cut otT from the world for most of this century, has been 
opened up to trade, investment, technology. Between 1992 and 1995, in cooperation with the 
IMF, Russia dramatically reduced import duties to an average of 15 percent with a 30 percent 
ceiling. In addition, the World Bank has helped Russia cast off quantitative restrictions on 
international trade and refrain from implementing any export controls disguised as mandatory 
monitoring of quantity, quality, or price of exports. 

Fourth, prices generally reflect market forces. In 1992, oil and gas prices were a tiny fraction of 
world prices, leading to energy use far in excess of levels in Western industrialized countries. 



Now prices have moved toward world prices And the incredibly wasteful resource allocation 
which flowed from unrealistic communist pricing has been curbed dramatically. 

Fifth, Russia has private banks and private capital markets. The IMF played a large role in 
reforms to monetary and exchange policy which conquered hyperinflation and supported the 
development of the financial sector. The central bank stopped providing directed credit to the 
government or enterprises -- the major cause of high inflation before 1995, and adopted modern 
tools for controlling liquidity and exchange rates. At the same time, the ruble was made fully 
convertible for current account transactions. Unfortunately, monetary reforms were not matched 
with fiscal reforms, ultimately undercutting both ruble convertibility and stability. 

While the fiscal policy failure was central, it should be properly viewed in a broader context of 
other impo.rtant policy weaknesses. Russia's banking sector never developed into a strong 
intermediator for channeling savings into productive private investment. The terms of 
privatization frequently were not competitive, and private ownership often failed to improve 
company management. Corruption remains pervasive and fundamentally undermines peoples' 
faith in the legitimacy of the political and economic system. Russia still does not have a properly 
functioning land market, and use of land as collateral has been stifled. Social payments are not 
adequately targeted and, as a result, the truly needy often receive little or no support. In all of 
these areas, reform has lagged, especially in comparison to Central Europe. 

In this context, the Kiriyenko government began taking the right steps. That government's 
strategy, as supported by the IMF, was to cut spending, especially unproductive subsidies, while 
building a new tax system capable of raising revenues adequate to finance reduced federal 
spending. The IMF also secured commitments from the government to cut federal government 
non-interest expenditures by 20% this year. Federal government expenditures were to fall to 16.4 
% of GDP; non-interest expenditures to 11.1 % of GDP. Further expenditure cuts, to 15.7% of 
GDP, were planned for next year. 

The rationale for the $226 billion additional multilateral financing package mobilized in July was 
to provide measured, conditional assistance to support these reform efforts and, by helping Russia 
withstand intense financial pressures, give it time to continue reform. The first element of this 
support was a $4.8 billion tranche from the IMF on July 20 

We supported this financing because we believed there was a reasonably good chance, not a 
certainty, but a reasonably good chance, that reform would move forward in the period ahead. 
This judgement was based on the fact that President Yeltsin and Prime Minister Kiriyenko had 
just taken some important steps, largely in the form of decrees, to cut Russia's federal deficit. 

There was every indication that the government planned to continue a course of essential reforms 
on which there is a broad international consensus. Deficit cutting was not the extent of the 
Kiriyenko government's reform horizon. Additional IMF and World Bank financing was to be 
made available to support important structural reforms. On the fiscal side reforms were aimed at 
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strengthening the budgetaI)' control process, extending the TreasuI)' system to cover all 
ministries, improvements in tax administration, and the elimination of "offsets" (swapping 
government spending obligations to firms for the firms' tax obligations). More broadly, Russia 
was urged to make the privatization process more transparent and open; cut substantially the 
number of "strategic firms" exempted from privatization; accelerate reform of the banking and 
energy sectors; eliminate non-cash payments for utilities and infrastructure; increase capital 
market transparency; strengthen measures to enforce minority shareholder rights; and improve 
bankruptcy legislation and enforcement. 

This Administration has also strongly encouraged the World Bank to intensifY its engagement 
with Russia as a means of broadening and deepening structural reform. With our support, the 
World Bank is working to promote reforms in the public sector, banking, the pension system, 
programs for social assistance and unemployment, and the coal sector. As part of the $22.6 
billion additional financing package, World Bank financing of $6 billion this year and next could 
be made available to support further reforms in these areas as well agricultural reform and 
regional fiscal reform 

Of course, it would have been vastly preferable if the Kiriyenko government had been able to 
forge a broad political consensus in favor of the full program of fiscal restraint and reform. But 
the reality is there was, and is, strong opposition in the Duma and elsewhere from powerful 
special interests and from those who seek a return to communism. In this sense, the origins of 
this financial crisis are fundamentally a political struggle over the economy's direction. 

In the end, the opposition helped fuel great market skepticism, and a breakdown in confidence 
ultimately followed. But if the IMF had not acted quickly to support key elements in the 
government's anti-crisis program, it and we would have been rightly criticized for timidity and for 
a failure to seize a critical opportunity to support reform and stabilize Russia's economy. 

In. The Logic of the United States' and the IMF's Approach 

The periodic setbacks in Russia's progress lead inevitably to the question of what the multilateral 
community should have done, or should do, to help Russia improve its economic performance. 
Historians will debate whether too much or too little Western assistance has been provided since 
the collapse of the Soviet Union Some observers now charge that while large amounts of 
financing were promised to Russia in this decade, little was actually disbursed. In fact, most of 
this financing was disbursed, although the IFI lending components were delayed because reforms 
lagged. There has clearly been no absence of willingness on the part of Western governments to 
provide support for credible Russian reform 

Too much, for too lillIe'! 

Some argue that IMF and World Bank support has been too forgiving of Russian policy failures. 
The truth is that IMF support has been delayed or cut when the Russian government has not made 
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good on its commitments. Moreover, since 1992, Russia's persistent failures to achieve solid 
reform in some areas have led to ever tighter conditionality. For example, Russia was the first 
country to have monthly tranching as part of its IMF program 

With regard to the most recent IMF loan announced in July, $9.5 billion of the total $15 billion 
commitment was to be provided at normal IMF interests rates of about 4 12%, while $5.6 billion 
from the new Supplemental Reserve Facility would carry a higher rate of about 7 112% which 
would be increased if the loan were extended beyond I year. 

The $4.8B first tranche of this program went to bolster the foreign exchange reserves of the 
Russian central bank, which is where all IMF funding to Russia has gone. Support for Russian 
reserves combined with policy progress helped achieve a sustained period of exchange rate 
stability from 1995 to August 1998. But in recent months, as confidence in prospects for reform 
waned, additions to reserves ultimately proved unsuccessful in defending the ruble. We 
acknowledge that, under these circumstances, the use of reserves to maintain exchange rate 
stability benefitted those who wished to conver1 their ruble holdings into dollars. But, this does 
not mean that the goal of exchange rate stability was not the right goal. Large-scale capital flight 
can only be addressed by a strong stable policy environment as well as measures to combat crime, 
corruption, and money laundering. Russia, unfortunately, did not make sufficient progress in 
these areas. 

It is important to stress that disbursement of funds in July was based on completion of a long list 
of prior actions -- largely tax reforms and expenditure cuts. These prior actions included new tax 
administration procedures and a budget code; more uniform application of the VAT, including 
application to barter transactions; a simplified small business tax; and reductions in federal 
subsidies. 

The IMF insisted that it needed more than legislative proposals as a basis for disbursing this 
money. It required laws passed or actions that had the force of law. The important decrees 
issued by the Russian government were therefore directly related to IMF conditionality. Because 
two actions were not taken -- a rebalancing of personal income tax revenue sharing and closure of 
the pension fund deficit -- the IMF Board cut the disbursement from $5.6 billion to $4.8 billion. 
Our firm position going forward is that IMF and World Bank financing must remain strictly tied 
to fulfillment of policy conditions. 

We very much share the concern in Congress about corruption in Russia and so do the 
international financial institutions. It is a fundamental threat to Russia's stability, democratization, 
and prospects for a broadly-shared rise in living standards. And there is a real risk that corruption 

will be mistakenly blamed on reform 

Much corruption in Russia is related to government economic and regulatory policy. Below
market-value sales of government assets to favored oligarchs, protection payments extorted from 
firms in the "informal" sector, the prevalence of barter rather than cash payments to avoid the 

6 



punitive tax system, violations of minority shareholder rights, crony bank lending to clients with 
ownership ties, and bribes extorted by government ot1icials are al1 related to policy/regulatory 
failures. (These problems are, of course, compounded by weak law enforcement agencies and 
organized crime infiltration of government and tinancial institutions.) These are precisely the 
failures that the IMF has been trying to correct -- through its support for competition, tax reform, 
improved corporate governance, more firm and government transparency and disclosure, stronger 
bank supervision, and restraints on the discretion and scope of government regulation. 

On a bilateral level, legal reform and the battle against corruption have long been a central focus 
of Vice President Gore's work with the Russian Prime Minister and President Clinton's dialogue 
with President Yeltsin. To cite just one Treasury-related example, we are working with Russia to 
curb money laundering through promoting passage of legislation which criminalizes money 
laundering and consulting on the creation of a tinancial intelligence unit. 

Countelprodllctiw poliCies 

In the Russian context and in certain other countries hit by crisis, some have accused the IMF of 
being part of the cause of financial crisis rather than part of the solution. Critics blame sharp 
interest rate hikes under IMF programs for bringing down banking sectors. Yet in the Russian 
case, the blame for high interest rates lies fairly and squarely on an unsustainably high fiscal 
deficit. Especially because the Russian economy is under-monetized, the budget deficit absorbs 
much of the scarce financial savings of the Russian people. By raising dependence on volatile 
capital inflows, it also makes Russia vulnerable to external shocks and financial market upheaval. 
This burdensome borrowing requirement not only keeps interest rates high even during non-crisis 
periods, it destroys prospects for growth. That is why cutting Russia's budget deficit to a 
sustainable level has been such a fundamental IMF and US objective since transformation began. 

During the global financial turmoil which intensified beginning last October, Russia's monetary 
authorities raised interest rates sharply to support the ruble which had come under strong 
pressure. They made the judgement, we think rightly, that ruble stability had to be their policy 
priority to protect crucial Russian progress on price stability. In the end, the deficit, large 
borrowing requirements, and an increasingly dit1icult global tinancial environment brought down 
the ruble even with high interest rates. But it is a mistake to blame interest rates or monetary 
policy for Russia's crisis. Russia's macroeconomic problem is fundamentally fiscal; interest rates 
are more properly viewed as a symptom of that problem, not a cause. 

By way of comparison, the countries that withstood the Asia contagion did so initially with an 
interest rate defense, followed by policy adjustment, especially fiscal cuts where that was relevant. 
Russia also used the interest rate defense, but, despite consistent and urgent IMF advice, delayed 
too long on the policy adjustment 
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IV. Prospects for the Future 

Today Russia's future lies shrouded in uncertainty Neither the composition nor the aims of the 
new government can be known with any confidence and I would certainly hesitate to predict them 
here. What is clear is the grave risk if Russia fails to set the economy back on the reform course. 
Many of this century's worst crises have had their roots in economic failures -- in the loss of 
control over prices and a failure to lay the legal and institutional basis for the rule oflaw. A 
similar failure today in Russia could carry very serious implications for our broader national 
security and for the stability of the global economy at this critical time. 

The United States thus has a strong stake in Russia successfully overcoming today's crisis and 
laying the grounds for a more stable future -- by carrying out the kind of macroeconomic and 
structural reforms included in the IMF program. We will strongly support a Russian government 
that is determined to carry out these changes and continue the process of democratization. This is 
not about imposing "American" economic models or any other kind. Russia has its own unique 
history and traditions and it will plot its own path in the economic arena as it will in every other 
respect. It will have to make its own decisions about specific institutions and market 
arrangements. Yet, as President Clinton said in Moscow last week, if the past year has taught 
anything it is that no country can escape the imperatives of the global marketplace. 

All countries must have: fair tax laws and enforcement, private ownership and free land markets, 
independent courts that enforce laws and contracts, strong banks that safeguard peoples' savings 
and channel those savings to productive private investment, securities markets that deter fraud 
and protect legitimate investor rights, social spending targeted to those really in need, and 
prevention of hidden, anti-competitive ties between government and business interests. These 
policies and institutions will work for Russia just as they have for countries in all regions of the 
globe. 

The reform agenda now confronting Russia is formidable - it combines the urgent need to 
restabilize and the imperative of laying the foundation for growth. By devaluing and 
restructuring debt, Russia has taken drastic measures to cope with failed policies. Russia's 
authorities urgently need to clarify those steps and begin a dialogue with creditors. At the same 
time, Russia must resist pressures to spend and lend which will doom the economy to another 
bout of high, perhaps hyper- inflation. The etTort to restabilize must combine a rational strategy 
for coping with the failure of the banking system with sound monetary and fiscal policies. Russia 
needs to make a decision on a new exchange rate regime. Beyond restabilization, it must chart a 
long term growth strategy based on reform, creating an environment in which business and 
investment can flourish. This will require not only price stability but also vigorous legal reform, 
attacking corruption, creating the institutions of a market economy, finishing privatization 
including land, and completely revamping the social payments system. The present crisis and 
politics may make the chance that Russia will pursue this course remote, but it is the only route 
which will lead Russia's people to the prosperity they deserve 

8 



Mr Chairman. Russia faces a choice, to restart, accelerate and deepen reform, or to drift in 
dangerous policy directions The pressures at the moment are all for spending, subsidies, 
intervention etc. to provide relief from the perceived hardships of reform. Many view reform and 
reformers as discredited. It will be hard for many in Russia to understand that the failing was too 
little rather than too much reform. As President Clinton said, "There is no shortcut to developing 
a system that will have the confidence of investors around the world. These are not American 
rules or anybody else's rules. These are [the rules] in a global economy." We all have an interest 
in Russian economic success and the President made clear that the administration is ready to offer 
further assistance if Russia stays with the path of reform. 

Thank you. I would now welcome any questions. 
-30-
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Monthly Release of U.S. Reserve Assets Sept. 10, 1998 

The Treasury Department today released U.S. reserve assets data for the month of 
August 1998. 

As indicated in this table, U.S. reserve assets amounted to $73,544 million at the end 
of August 1998, up from $72,264 million in July 1998. 

End Total Special Foreign Reserve 
of Reserve Gold Drawing Currencies 11 Position 
Month Assets Stock II Rights ZI 3.1 ESF System in IMF ZI 5/ 

1998 

July 72,264r 11,046r 9,586 13.653 17.199 20.780r 

August 73,544p 11,046p 9,891 13,939 17,507 21,161 

11 Valued at $42.2222 per fine troy ounce. 

'f.1 Beginning July 1974, the IMF adopted a technique for valuing the SDR based on a 
weighted average of exchange rates for the currencies of selected member countries. The 
U.S. SDR holdings and reserve position in the IMF also are valued on this basis 

beginning July 1974. 

3..1 Includes allocations of SDRs by the IMF plus transactions in SDRs. 

41 Includes holdings of Treasury and Federal Reserve System; beginning November 1978, 
these are valued at current market ex.change rates or, where appropriate. at such other 
rates as may be agreed upon by the parties to the transactions. 

Sl Includes $483 million of loans to the IMF under the General Arrangements to Borrow 

(GAB) in July 1998. 

p Preliminary 

r Revised 
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EMBARGOED UNTIL 2:30 P.M. 
September 10, 1998 

CONTACT! Office of FitJADcing 
202/219-3350 

TREAS'ORY OFFERS 13-WEElt, 36-WEEK, AllW 52-WEEK BILLS 

The Treasury will auction three series of Treasury bills totaling 
approximately $23,000 million to refund $25,220 million of publicly held 
securities maturing September 17, 1998, and to pay down &bout $2,220 ~llion. 

Xn addition to the public holdings, Fed8~al Reserve Banks for their own 
accountB hold $12,779 million of the maturing bills, which may be refunded at 
the weighted average discount rate of accepted co=petitive tertders. Amounts 
issued to these accounts will be in addition to the offering amount. 

The maturing bills held by the public include $3,810 million held by 
Federal Reserve Banks as agents for foreign and international monetary authori
ties, which may be refunded within the offering amount at the weighted average 
discount rate of accepted competitive tenders. Additional amounts may be issued 
for such accounts if the aggregate amount of new bids exceeds the aggregate 
amount of maturing bills. For purposes of determining such additional amounts, 
foreign and international monetary authorities are considered to hold $2,088 
million of the original 13- and 26-week issues, and $1,722 million of the 
original 52-week issue. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
onifo~ Offering Circu~ar (31 CFR Part 356, as amended) tor the sale and ~ssue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about each of the new securities are given in the attached offer
i:n~ highlights. 

000 
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HIGHLIGHTS OF TREASURY OFFERINGS OF BILLS 
TO BB ISSUED SEPTEMBER 17, 1998 

Offering Amount .••••••••••••••••.•• $5,750 million 

Description of Offerings 
Term and type of security •••••••••• 91-day bill 
CUSIP nUlllber ••••••••.•••.•••••••••• 912795 AU 5 
Auction date ••••••••••••.•••••••.•• September 14, 1998 
Iisue date ••••••••••••.••••••••.••• September 17, 1998 
Maturity date •••••••••••••••••••••• December 17, 1998 
Original issue date •••..••••••••••• June 18, 1998 
CUrrently outstanding ••••••••••••.• $11,246 million 
Minimum bid amount and multiples ••• $1,000 

The following rules apply to all securitie8 mentioned above: 

submi8sion of Bidss 

$7,250 million 

182-day bill 
912795 BE 0 
September 14, 1998 
September 17, 1998 
March 18, 1999 
September 17, 1998 

$1,000 

September 10, 1998 

$10,000 million 

364-day bill 
912795.CB 5 
September 15, 1998 
September 17, 1998 
September 16, 1999 
September 17, 1998 

$1,000 

Nonconpetitive bids •••••• Accepted in full up to $1,000,000 at the average discount rate of accepted 
co~etitive bids. . 

CompetLtive bids •••••••.. (I) Must be expressed as a discount rate with three decimals in increments 
of .005%. e.g., 7.100%, 7.105%. 

~ximum ~ecognized Bid 

(2) Net long position for each bidder must be reported when the sum of the 
total bid amount, at all discount rates, and the net long position is 
$1 billion or greater. 

(3) Net long position must be determined as of one half-hour prior to the 
closing time for receipt of competitive tenders. 

at a Single Yield •••.•.•• 35% of public offering 

Maximum Award ••••••••....••• 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders ••• Prior to 12:00 noon Eastern Daylight Saving time on auction day 
Competitive tenders .••••• Prior to 1.00 p.m. Eastern Daylight Saving ttme on auction day 

Payment Term •••••••••••••••• By charge to a funds account at a Federal Reserve Bank on issue date, or 
payment of full par amount with tender. Treasury Direct customers can use 
the Pay Direct feature which authorizes a charge to their account of record 
at their financial institution on issue date. 
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FOR IM:MEDIATE RELEASE 
September 11, 1998 

Contact: Michelle Smith 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN ON BRAZIL 

We have been in close contact with Brazilian officials as financial pressures have 
intensified. I telephoned President Cardoso on Friday to discuss recent developments in global 
financial markets and to express U.S. support for Brazil's actions thus far to respond to these 
pressures. 

I believe Brazil has made impressive achievements in recent years to stabilize its economy 
and improve underlying economic fundamentals Continuing on this reform path is the best way to 
respond to current financial turbulence and sustain long-term growth prospects. 

The financial stability and prosperity of Brazil is of vital importance to the United States 
and to the global economy more generally We will remain in close touch with Brazilian officials 

over the coming days and weeks. 
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OFFICE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

FOR IMMEDIATE RELEASE 
September 16, 1998 

Contact: Michelle Lynn Bonner 
(202) 622-2960 

TREASURY WORKING WITH TRANSIT SYSTEMS TO PREPARE FOR $20 BILL LAUNCH 

The U.S. Treasury Department this week wrote to state and local officials to work with them to 
prepare their public transit authorities for the introduction of the redesigned $20 note. The fare machines 
used by a number of transit authorities may be unable to accept the redesigned notes when they become 
available. 

The Series 1996 $20 note has been redesigned to include new and modified security features to 
deter counterfeiting and will enter circulation on September 24. The new bill follows the introduction of 
a redesigned $100 bill in March 1996 and $50 bill in October 1997. Redesigned $10, $5 and $1 bills will 
be introduced in the next few years. 

Vending machines that accept $20s must be retrofitted to include new software, and in the case of 
some older machines, hardware, in order to "read" the newly designed note. Treasury has been working 
closely with manufacturers responsible for providing software and hardware retrofits for these machines. 
Additionally, the Department plans to produce and provide educational and training materials to transit 
systems and others, like the U. S. Postal Service, facing similar challenges. 

The larger transit authorities expected to need to retrofit their machines include: New Jersey 
Transit, Chicago Transit Authority, Southeast Penn Transportation Authority, Washington (DC) Metro 
Area Transit Authority, Maryland Mass Transit (Baltimore, MD area); Metropolitan Atlanta Rapid 
Transport Authority, Bay Area Rapid Transit (San Francisco, CA area), Massachusetts Bay 
Transportation Authority (Boston, MA area), Greater Cleveland Regional Transit Authority, Miami-Dade 
Transit Authority, Dallas Area Rapid Transit Authority, Tri-Met (Portland, OR area), and Denver 

Regional Transportation District. 

Treasury and the Federal Reserve System have been engaged in an extensive public education 
campaign to inform consumers and people who handle cash every day that the new bills are entering 
circulation. To minimize confusion, it is imperative that the public be familiar with the appearance of the 
new notes when they encounter them for the first time. With an increase in computer-generated 
counterfeiting, it is also important for people who use currency to take a moment to look for the security 

features to ensure that the notes are genuine. 
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Treasury will produce and provide information stickers indicating which machines do and do not 
accept the redesigned $20s. It will otTer guidance and background information that may be useful in 
reassuring customers about the new note and the transition period, and will continue to offer a variety of 
educational and training materials about the new series notes. In addition, while it recognizes that each 
system has developed its own implementation plan for software and hardware fixes, Treasury 
recommends that transit systems retrofit at least one machine per station early in the conversion process 
to maximize all customers' ability to use the newer notes throughout the system. 

The Department continues to work with manufacturers responsible for providing software and 
hardware retrofits for these machines. These companies have been able to use actual specimen notes to 
test their software in Washington in May, July and September 1998 as well as in their own facilities. To 
facilitate a smooth introduction of the smaller denomination notes, Treasury expects to provide 
manufacturers with design information about them so they can plan for those introductions as far as 
possible in advance of the actual note introductions; the $10 and $5 are expected to be introduced 
simultaneously as part of the plan to ensure minimal disruption for the even greater number of machines 
accepting only $10 and lower denominations. Treasury first formally announced the currency would be 
redesigned in 1994, and has made clear throughout that the lower denominations would also be 
redesigned. 

Since older series $20 notes will not be removed from circulation until they are worn out, the new 
$20 will appear gradually, co-circulating with the older notes. With an average lifespan of about two 
years, the new $20 is projected to represent less than half of all circulating $20s within six months. 

Attachment 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

September 15, 1998 

MEMORANDUM FOR ELECTED OFFICIALS 

FROM: Joyce Carrier 
Deputy Assistant Secretary for Public Liaison 
U.S. Department of the Treasury 

Evelyn Fierro 
Director of Intergovernmental Affairs 
U.S. Department of Transportation 

SUBJECT: Transit Authority Acceptance of the Redesigned $20 Bill 

The Department of the Treasury, working with the Department of Transportation, would 
like to inform you about the introduction of the new U.S. $20 bill, slated to enter circulation 
starting September 24. The new bill contains new and improved security features to deter 
counterfeiting. 

The U.S. Department of the Treasury is confident that the introduction of the new bill, 
which will co-circulate with older series notes, will be smooth. Together with the Federal 
Reserve System, we have been engaged in an extensive nationwide public education campaign, 
aiming to reach consumers and those who handle volumes of cash on a daily basis. This 
campaign has included public service announcements, the distribution of millions of 
informational brochures, posters, tent cards and training videos, and direct outreach to 13,000 of 
the nation's largest retailers, financial institutions and business organizations. Treasury is 
working with more than 100 constituency groups representing seniors, retailers, and other key 
audiences to ensure their members are well informed. 

We are writing to caution that even with these outreach efforts, there will be a period of 
transition as the new notes first start to appear. One particular area of concern that we have 
identified is the vending machines which are used by local and regional transit systems, as well 
as some U.S. Postal Service offices and other like organizations. Some automated systems may 
not be fully able to accept the new notes in the first few months. This is because vending 
machines that accept $20s must be retrofitted to include new software, and in the case of some 
older machines, hardware, in order to "read" the newly designed notes. 



Treasury has been working closely with the operators of these machines, their 
manufacturers and software providers for some time to provide assistance to update their 
machines. Manufacturers have visited Treasury's Bureau of Engraving and Printing to test notes 
in their machines and meet with technicians and have been allowed to use specimen notes in their 
facilities for more extensive testing. It is important to note that the majority of$20 bills in 
circulation for many months to come will be the older series notes; the newer series notes will 
replace the older notes only as they wear out and returned to the Federal Reserve System in the 
normal course of business. 

In order to help minimize frustration on the part of commuters and attendant delays, 
Treasury will produce and provide transit authorities with consumer information stickers 
indicating which machines do and do not accept the redesigned $20s. Treasury will also offer 
guidance and background information to help them reassure customers about the new note's 
purpose and the reasons they may experience an occasional inconvenience during the transition. 

Finally, while we recognize that each transit authority has developed its own 
implementation plan, we would encourage transit authorities to retrofit at least one machine per 
station as early as possible. 

Treasury will be contacting the local media to ask them to help get the message to 
commuters that they should carry smaller denominations and to allow a little extra time if 
changing bills may be necessary. We also believe that being familiar with the new notes and 
understanding the importance of this introduction will keep the public's frustration and confusion 
to a minimum. 

We are confident that all these organizations are working hard to retrofit their vending 
machines in a timely manner, in order to provide their customers with a high level of service. 
We hope you will appreciate both the need to keep our currency secure and assurances that 
efforts to provide the public with information and convenient service are well underway. We 
remain committed to all of these goals, and, should difficulties arise, will continue to work 
closely with both manufacturers and transit and retail operations to ensure the public's needs are 
met. 

Please feel free to contact Joyce Carrier at the Department of the Treasury (202-622-
2970) or Evelyn Fierro at the Department of Transportation (202-366-1304) should you have 
concerns about the introduction of the new $20 bill generally or the issue of vending machine 
retrofitting in particular. 
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FOR IMMEDIATE RELEASE 
September 14, 1998 

STATEMENT BY THE G-7 FINANCE MINISTERS 
AND CENTRAL BANK GOVERNORS 

1. Finance Ministers and Central Bank Governors ofthe G-7 countries have been in close 
contact over the last few days to discuss developments in the world economy and global financial 
markets and to explore ways to respond to the challenges now facing the international financial 
system. 

2. In light of the exceptional pressures in financial markets and deteriorating prospects for 
growth in many parts of the world, the Ministers and Governors agreed on the following 
approach. 

3. First, they agreed that inflation is low or falling in many parts of the world. They 
welcomed some encouraging developments as regards domestic demand growth in continental 
Europe. Nevertheless, in view of the slowdown in demand in a number of economies, especially 
among emerging market economies, the balance of risks in the world economy had shifted. They 
emphasized their commitment to preserve or create conditions for sustainable domestic growth 
and financial stability in their own economies. In this context, they noted the importance of 
close cooperation among them at this juncture. 

4. Second, the Ministers and Governors welcomed the courageous measures taken in many 
emerging economies and the significant progress made in laying the foundation for stability and 
recovery. They agreed to explore ways to reinforce the existing programs, in support of growth
oriented policies, with accelerated efforts to promote comprehensive programs for corporate and 
financial sector restructuring, improved transparency of policy-making. In addition, they agreed 
to consider measures to alleviate the effects of the crisis on the poorest segments of society, 
including if necessary through the provision of augmented financial assistance centered in the 

multilateral development banks. 

5. Third, the Ministers and Governors emphasized that the adverse developments in the 
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external environment make it particularly important that countries take appropriate steps to 
strengthen policies and improve confidence. Countries that embrace unilateral action on debt as 
a substitute for reform and cooperation hurt the prospects for their own economies and the world 
system. 

6. Fourth, the Ministers and Governors agreed to support a cooperative international 
approach to support those countries that have been adversely affected by recent developments in 
global markets and which are implementing strong economic programs. They expressed concern 
about the extent of the general withdrawal of funds from emerging markets without respect to the 
diversity of prospects facing those countries and the significant progress that has been made in 
many countries in carrying out strong macroeconomic policies and structural reforms that 
enhance long-term growth prospects. They agreed on the urgency of the early implementation of 
the IMF quota increase and establishment of the New Arrangements to Borrow. 

7. Finally, they agreed to continue to support the provision of financial assistance from the 
IMF, which will remain at the center of the system, in support of strong policies, and including in 
parallel with the private sector. In this context, they drew attention to the possibility, if 
circumstances so warrant, of activating the General Arrangements to Borrow, in consultation 
with other participants in the arrangements. They also support an active role for the World Bank 
and the other MDBs in cooperating with and providing finance and technical assistance to 
support their member economies in this difficult time, with a particular focus on support for the 
vulnerable groups in society and for financial sector restructuring. 

8. The Ministers and Governors will continue to consult closely among themselves and with 
the major financial institutions in their countries that have a key interest in the smooth and 
efficient operation of markets and promotion of financial stability. 



PUBLIC DEBT NEWS 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
September 14, 1998 

CO:NTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Term: 91-Day Bill 
Issue Date: September 17, 1998 
Maturity Date: December 17, 199B 

ctJSIP Number: 912795AU5 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment. 
Rate Rate 1/ Price 

------ ---------, ------
Low 4.730% 4.SSS\- 98.804 

High 4.745% 4.86B% 98.801 

Average 4.740% 4.B63%- 98.802 

Tenders at the high discount ra~e were allotted 15%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompet:.itive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

$ 

Tendered 

28,320.727 
1,280,764 

29,60l,4~1 

291,718 

29,893.209 

3,479,310 
28,982 

-----------------
$ 33,401,501 

Bid-to-Cover Ratio = 29,601,491 / 5,4Be,06~ 5.39 
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$ 

$ 

.~ccepted 

4:.207,301 
1,280,764 

5,468,065 

291,718 

5,779,783 

3,479,310 
28,982 

9,288,075 



PUBLIC DEBT NEWS 
Department of the Treasury. Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT WASHINGTON DC 

FOR IMMEDIATE RELEASE 
September 14, 199B 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturit.y Date: 
CUSIP Number: 

182-Day Bill 
Sepcember 17, 1998 
March IS, 199Cl 
912795BEO 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 4.730%- 4.913% 97.609 

High 4.760!t 4.944% 97.594 

Average 4.755% 4.940% 97.596 

Tenders at the high discount rate were allotted 29%. 

AMOUNTS TENDERED k~D ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal R@serve 
Foreign Official Add-On 

TOTAL 

Tendered 
-----------------
$ 24,276,681 

1,210,110 
--- ._------------

25,486,791 

1,791,982 

-----------------
27,276,773 

3,910,000 
178,018 

-----------------
$ 31,366,791 

Bid-to-cover Ratio = 25,486,791 / S,474,48S 4.66 

1( Equiv::..1ene cou.pon- i;::;CI\.I.~ yielll. 
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$ 

$ 

Accepted 

4,264,375 
1,210,110 

5,'l'H:,4S5 

1.791,982 

7,266,467 

3,910,000 
178,018 

11,354,485 
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FOR IMMEDIATE RELEASE 
September 15, 1998 

Contact: John Longbrake 
(202) 022-2960 

TREASURY ANNOUNCES MESILLA PARK, NM ELIGIBLE FOR NADBANK'S CAIP 

The Treasury Department announced Tuesday that businesses in Mesilla Park, N.M, 
are eligible to receive financing from the North American Development Bank's Community 
Adjustment and Investment Program (CAIP). 

Mesilla Park will join sixty-five communities in twenty-six other states that have 
previously been designated by the CAIP as eligible to borrow directly from the NADBank or 
other federal loan guarantee programs operated by the United States Department of Agriculture 

and the Small Business Administration. 

The Community Adjustment and Investment Program encourages and fosters economic 
opportunities within communities that have experienced job losses related to implementation of 
the North American Free Trade Agreement. The CAIP works through the coordinated efforts 
of the U.S. Government and the NADBank providing financing to business communities with 
job displacement and few existing employment opportunities. To date, the program has 
financed more than $84 million for 138 private sector businesses, creating and preserving 

3,000 jobs. 

The NADBank is an international financial institution jointly capitalized and governed 
by the United States and Mexico to finance environmental projects along the U .S.lMexico 
border and to provide financial assistance for domestic community adjustment and investment 
in both countries. Approximately 10 percent of the U.S. contribution to the NADBank is 
earmarked for domestic needs which are addressed by the CAIP. 
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lREASURY NEWS 
omCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASlBNGTON, D.C. - 20220 - (202) 622·2960 

FOR IMMEDIATE RELEASE 
September 15, 1998 

Contact: John Longbrake 
(202) 622-2960 

SECRETARY RUBIN NAMES CEOs PARTICIPATING IN BUSINESSLINC 

Treasury Secretary Robert E. Rubin announced Tuesday the names of seven CEOs who 
will participate in the BusinessLINC initiative. 

The group includes: Walter V. Shipley, Chairman & CEO, The Chase Manhattan 
Corporation; John E. Smith, Jr., Chairman, CEO & President, General Motors Corporation; Gary 
C. Wendt, Chairman & CEO, GE Capital Corporation; Jack M. Greenberg, President & CEO, 
McDonald's Corporation; J. Robert Beyster, Chairman, CEO & President, Science Applications 
Information Corporation; Carlton Guthrie, CEO, Trumark Metal Stamping; Diva Garza, President 
of ITC Personnel Services. The group's members are leaders in the field of promoting small 
business development. 

BusinessLINC is one component of Vice President Gore's year-long effort to spotlight the 
importance of business investment in cities and distressed areas. BusinessLINC focuses on 
encouraging the linkage of large businesses to locally-owned small businesses in distressed areas 
to increase their economic competitiveness. Examples of these programs include one-on-one 
technical assistance, boards of advisors, classroom business training, and supplier development 
programs. These programs benefit small firms by providing technical assistance, improved market 
and financial access, expansion opportunities and procurement opportunities. 

As part of its initiative, BusinessLINC has hosted five regional meetings across t~e country 
focusing on different business-to-business strategies. Representatives from small and large 
businesses as well as community members were invited to gather and share information about their 
programs. 

Following the final meeting, scheduled for September 18, 1998, in Atlanta, Ga., a report 
will be compiled and then reviewed by the CEOs listed above. The report will profile successful 
programs, highlight the key principles of success and explore how to expand private-sector activity 
in these areas. The report will be presented to Vice President Gore at a roundtable later this year 
with Secretary Rubin and Administrator Aida Alvarez of the Small Business Administration. 
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EMBARGOED FOR RELEASE AT 1 :00 pm EDT 
Text as Prepared for Delivery 
September 16, 1998 

TREASURY SECRETARY ROBERT E. RUBIN 
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ON THE GLOBAL ECONOMY 

Mr. Chairman, members of this Committee, I appreciate this opportunity to discuss with 
you developments over the last year in the global economy, their impact on American workers, 
farmers and businesses, and America's leadership in the effort toward restoring financial stability 
and promoting global growth. From the beginning of this crisis in Thailand a little over a year 
ago, we have been intensely focused on these issues of the global economy. Now, as throughout 
this crisis, American leadership is absolutely critical. 

As you well know, the crisis, which began in Asia, has now affected countries around the 
globe. Although the situation in each country with difficulty has been different, there have been 
some common deep-seated problems, usually, but not always, centering on badly flawed financial 
systems. And over the last ten or fifteen years, there have been very large capital flows into these 
countries, part of which has been excessive due to inadequate analysis and under weighting of the 
risks involved. The combination of large excesses in capital flows and the problems in the 
developing countries was combustible. 

Just as capital flowed into emerging markets indiscriminately, and that was a mistake, 
capital is now flowing out indiscriminately, likewise a mistake. Credit and investment decisions 
need to be made with careful analysis and judgment of the long term strengths and fundamentals 
of an economy, and unaffected by the prevailing mentality of the moment. 

While the fundamentals of the US economy remain strong, we too are experiencing the 
effects of this crisis. As a consequence of the crisis, we've seen U.S. exports to Asia particularly 
in agriculture, drop significantly. Corporate earnings in many sectors have also been adversely 
impacted. As the contagion strikes countries in Latin America, many of which have made great 
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progress in the last few years in pursuing sound policy regimes, we run the risk of additional 
impact on our economy. 

As this crisis so clearly demonstrates, the nations of the world are interdependent and our 
economic well-being is inextricably linked to the economic well being of the rest of the world. 
That is why we have been so intensely focused on this crisis since it began. And the rest of the 
world looks to the United States, as the world's indispensable nation, to show global leadership at 
times like these. U. S. leadership is critical in the effort to resolve this crisis and it is in our interest 
to show that leadership. 

U.S. efforts to restore financial stability and growth in the global economy begin with 
pursuing sound policies at home to keep our economy strong, such as maintaining fiscal 
discipline, investing in people, and engaging in the global economy. In addition, the other 
industrialized economies need to remain strong, and this is a subject of regular consultation in the 
G-7 process, particularly with respect to Japan. 

Central to this crisis has been the fact that the second largest economy in the world and far 
and away the largest economy in Asia -- Japan -- in difficulty at the beginning of the crisis, has 
just entered its third quarter of negative growth, Japan's worst economic performance since 
records began in 1955. Clearly, swift, strong fiscal action that will give a substantial and 
sustained stimulus to the economy and sufficient immediate measures to strengthen the financial 
system are urgently needed for Japan to resume strong domestic demand and growth, which is so 
crucially important to global growth and financial stability. We and the rest of the world have 
worked together to discuss these matters with Japan. Just as the world said to the United States in 
the late 1980s and early 1990s that we need to get our fiscal house in order because our budget 
deficits were harming the global economy, so has the rest of the world emphasized to Japan the 
need to address their problems. 

Our approach to the crisis has also included encouraging and helping developing countries 
throughout the globe to implement reforms to limit their vulnerability to crises. 

Throughout this situation, the United States has strongly supported the International 
Monetary Fund as the central institution in the effort to resolve the financial crises in Asia. The 
IMF programs have been focused on promoting reform in countries in crisis to address the 
problems that gave rise to the financial instability, combined with financial assistance if necessary. 
The IMF is the right institution to be at the center of this effort for three important reasons. First, 
it has the expertise to shape effective reform programs. Second, it can obtain reforms in crisis 
countries that no assisting nation could obtain. Finally, the IrvfF internationalizes the burden. 

The IMF-Ied reform programs have been facing an unprecedented situation of enormous 
complexity. A number of countries have had great difficulties at the same time, and events in one 
country have greatly affected currencies, trade and investment flows and confidence in others. 
There have been enormous capita) flows into countries with large amounts of private sector debt 
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and badly flawed financial sectors There are no simple answers and no guarantees, and in our 
view, the judgments made by the IMF during this crisis have been largely sensible with subsequent 
adjustments as circumstances warrants. It is important to remember that problems in these 
countries are not a function of the IMF, but of the underlying crisis. 

Countries that have adhered to IMF -led reform programs -- specifically the Philippines, 
Korea and Thailand -- have begun to see signs of a return to stability. Although there is clearly a 
great deal of work yet to do, in Korea and Thailand currencies have appreciated, and interest rates 
have come down below pre-crisis levels. I have no doubt the situation over the past year would 
have been much worse without the work of the IMF. 

Mr. Chairman, as you well know, Russia, where the IMF has played an active role in 
trying to promote financial stability, is in great difficulty. A democratic and prosperous Russia is 
obviously very much in our economic and national security interest; that is why we supported the 
IMF's reform programs in Russia, which we believed offered a sound prospect for stabilization in 
Russia. Russia made significant progress in reforming its economy over the last several years, 
particularly in privatization and trade liberalization. However, the Russian government this 
summer proved unable to adequately carry forward the necessary reforms. We all knew there was 
a real risk this wouldn't work, but it was a risk well worth taking, given the enormous stakes to 
us. Russia needs to build political consensus behind policies of reform. When Russia is prepared 
to move down that path, the United States and the international community are prepared to 
support it. 

Indonesia is another example of a country that simply did not take ownership of reform. 
In all countries in crisis, and this has been demonstrated throughout the past year, the politics of 
reform must keep pace with the policies of reform. 

Mr. Chairman, the Administration has been focused for some time now on the need for 
reforms at the IMF and we are actively promoting a broad range of reforms within the IMF. This 
Committee has been at the forefront on this effort and we look forward to continuing to work 
with the members of this Committee and with many members of Congress on this matter. 

At this critical juncture, resources at the IMF are at historic lows. Every day that Congress 
does not approve the President's request for IMF funding increases our vulnerability to a crisis, 
and decreases confidence in global markets, which is critically important. The Senate has now 
approved full IMF funding by large bi-partisan majorities twice, but there is a serious bottleneck 
in the House. At a time when the markets are looking to see if the international community has 
the capacity to deal with these crises, passage of IMF funding is critically important. Never has 
the importance of an adequately funded IMF been more clear, and the Congress needs to act 

immediately. 

Mr. Chairman, as the crisis has spread and world economic conditions have deteriorated, 
we have been expanding our response, working with our G-7 partners. The expansion of our 

approach has centered on five key areas. 
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First, recognizing that with inflation low or falling in most parts of the world, and with 
consequent shift in the balance of risk in the global economy, we are cooperating with our G-7 
partners in an enhanced emphasis on implementing policies to promote sustainable global growth 

Second, we are focused on reinforcing the capacity of the international community to 
provide financing to countries that are pursuing sound policies and are nonetheless affected by 
contagion. Of course, the critical element in this is IMF funding, and, again, let me emphasize the 
importance of Congress approving IMF funding. We also remain committed to working with 
other countries to make short term bilateral financing when appropriate. 

Third, we are looking at ways to accelerate corporate debt restructuring in countries 
where there is a systematic problem, predominantly in Asia. 

Fourth, we are also working with the Multilateral Development Banks to provide 
increased social safety nets in the countries in crisis to help the least advantaged citizens in those 
countries who are experiencing hardship. 

Mr. Chairman, the experiences of the past year underscore the challenges for all nations 
with respect to the global financial system. This crisis has presented unprecedented and 
enormously complex challenges to the international community. In order to maintain the 
interdependent global economy, which has benefitted so many people around the globe, we need 
to find better preventive measures to reduce the frequency and severity of those problems and 
better ways to deal with those problems when they occur. Under President Clinton's leadership 
activity began in the G-7 about three years ago to strengthen the international financial 
architecture. Last year, the President intensified this effort by asking us to convene a meeting of a 
broader group of22 countries, including key developing and emerging economies. On Monday, 
he asked that within thirty days, Chairman Greenspan and I chair a meeting of finance ministers 
and central bankers to continue the work undertaken by this group of 22 countries and to expand 
the reach of our efforts to strengthen the international financial architecture. 

Although this reform effort confronts enormously complex issues that will in their entirety 
only be worked through over a period of years, already there has been a great deal of work done. 
So far we have focused on three areas: strengthening financial systems; increasing transparency 
and disclosure; and involving private investors in the resolution of these crises. It is very 
important that countries not embrace unilateral actions on debt as a substitute for reform and 

cooperation. 

Mr. Chairman, as I said at the beginning, we are in a new period of enormous pressures, 
complexities and challenges in the global economy. Many of these countries in crisis have deep 
underlying strengths, and the key for these countries is to draw on those strengths to get. ba~k on 
the path of growth and stability. There is no single, easy a~sw~r to these pro~lems, and It WIll 

require a tremendous amount of political will and cooperatIOn m affected natIOns and the 
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industrial nations. But I do know this for certain US. leadership has been absolutely critical 
during this crisis and will continue to be, and our economic well being and national security are 
critically at stake. We have pursued a sound and coherent strategy, in concert with the UvfF and 
our economic partners, while adjusting judgments and programs when circumstances warranted. 
Looking forward, the key is for all countries to work together and meet our respective challenges. 
For the countries in crisis, that means sustained adherence to sound reform programs. For the 
major industrialized nations that means cooperating to spur global growth. In particular, in Japan, 
the world's second largest economy, it means implementing the policies needed to achieve 
sustained domestic demand-led growth. And for the United States it means continuing to pursue 
sound policies at home to maintain our strong economy. More immediately, it means the 
imperative of approving full funding for the IMF, which is now needed urgently for our own 
prosperity as well as for the rest of the world's. Thank you very much. 
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TREASURY SECORITY' AUC'I'rON RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 
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202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 52-WEEK BILLS 

'term: 
Issue Date: 
Maturity Date: 
CUSIP NUmber: 

3G4-Day Bill 
September 17, 1998 
September 16, 1999 
912795CBS 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

DiSCO'Wlt 
Rate 

------
Low 4.460% 
High 4.S10~ 

Average 4.505~ 

Tenders at: the high discount 

AMOUNTS TENDERED 

Tender Type 

competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Investment 
Rate 1/ Price 

---------- ------
4.703\ 95.470 
4.735% 95.440 
4.730% 95.445 

rate were allotted 78%. 

AND ACCEPTED (in thousands) 

$ 

$ 

Tendered 

27,919,270 
673,041 

28,692.311 

1,722,000 

30,414,311 

5,390,000 
10.800 

._-----------
35,815,l1l 

Bid-to-Cover Ratio; 28,692,311 I 8,302,071 ,., 3.46 

Equivalent coupon-issue yield. 
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$ 

Accepted 

7,429,030 
673,041 

S,302,071 

1.722,000 
-----------------

$ 

10,024.071 

5,390,000 
10,800 

15,424,871 
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TasASORY TO AUCTION $15,000 MILLION OF 2-YEAR NOTES 

~e Treasury will auction $15,QOO million of 2-year notes to refund 
$31,820 million of publicly held securities maturing September 3D, 1998, and 
to pay down about $16,820 million. 

~n addition to the public holdings, Federal Reserve Banks hold $2,242 
million of the m&turi~g secu:ities for their own accounts, which may De 
refunded by issuing an additional amount of the new security. 

~e maturing securities held by the public include $3,669 ~llion held 
by Pederal Reserve Banks as agen~s for foreign and in~or.DatioDal monetary 
authorities. Amounts bid for these accounts by Federal Reserve Banks will 
be added to the offering. 

The auction will be conducted in the single-price auction format. All 
competitive and noncompetitive awards will be at the highest yield of accepted 
competitive tenders. 

The 2-year Dotes being offered today are eligible for the STRIPS program. 

Tenders will be received at Federal Reserve Banks and Branches and at 
the Bu:reau of tha PU]:)lic Debt, Washington, D. C. This offering of Treasury 
securities is governed by the terms and conditions set forth in the ODifor.m 
Offering Circu~ar (31 eFR Part 356, as &manded) for the sa~e aDd issue by 
the Treasury to the public of marketable Treasury bills, Dotes, aDd bonds. 

Details about the new security are given in the attaohed offering 
highlights. 

000 
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UYGHLYGB'l'S OF 'l'RBASORY OFl"ElUNG '1'0 '1'BE l'tmL%C OF 
2-YEAR NOTES TO BE ISSUED SEPTEMBER 30, 1998 

september 16, 1~~8 

Offering Amount ••.••.••.•••.••.•••.••••••• $15,000 million 

Description of Offerin~: 
Term and type of seeurity ••••••••••••••••• 2-year ~ot.s 
Series ...... _ ......•..•...•......•...•...• A11-2000 
CtfSXP n1lllll::>er •••••••••••••••••••••••••••••• 912827 4R a 
Auctio~ date ••••••••••••••••.••..••••••••• September 23, 1998 
Issue date •••••••••••••••••••••••••••••••• September 30, 1998 
nated date •••••••••••••••••••••••••••••••• September 30, 1.998 
Maturity date ••••••••••••.•••••••••••••••• Septemba~ 30, 2000 
Interest rate ••••••••••••••••••••••••••••• Deter.mined based on the highest 

accepeed competitive bid 
Yie1d ••..••••••••••••••••••••••••••••••••• Deter.mined at auction 
Interes~ paym~t dates •••••••••••••••••••• March 31. and September 30 
Min~um bid amount and multiples •••••••••• $1,000 
Accrued inte~e8t payable by investor •••••• None 
Premium or discount ••••••••••••••••••••••• Determined at auction 

STRIPS Information: 
M1n~ amount required •••.••....•....•••. Deter.mined at auction 
Corpus CUSIP number •••••••••••••.•••.•••• 91.2820 DC 9 
Due date (s) and CUS:IP number (s) 

for additional TINT(s) ••.••••••••••••••. Not app1.icahle 

Submission of Bids: 
Noncompetitive bids: Accepted in full up to $5,000,000 at the highest 

aceepeed yield. 
Competitive bids: 
(1.) Must be expressed as a yield with three decimals, e.g., 7.1.23%. 
(2) Net long position for each bidder must be reported wben the sum 

of the total bid amount, at all yields, and the net lon~ position 
is $2 billion or greater. 

(3) Net long posi~ion must be determined ag of one half-hour prior to 
the closing t~ Eor receipt of competitive tenders. 

Maximum Recognized Bid a~ a Single yield ••••.. 35% of public offering 
Maximum Award .•.•........•.....•...•...•...... 35% of public offering 

Receipt of Tenders: 
Noncompetitive tenders: Prior ~o 12:00 noon Eastern Daylight Baving t~ 

on auction day. 
Competitive tenders: Prior to 1:00 p.m. Eastern Daylight Saving time OD 

auction day. 

Payment Terms: By charge to a funds account at a Federal Reserve Bank on 
issue date, or payment of full par amount with ~ender. Treasury Direct 
customers can use the Pay Direct feature which authorizes a charge to their 
account of record at their financial institution OD issue date. 
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ON RUSSIA 

Mr Chairman, I am glad to have this opportunity to address the economic situation in Russia 
following the very unfortunate and disturbing set-backs that took place in August. I know that 
this has been of considerable interest to this committee and other members of Congress. 

I have recently returned from a meeting in London of representatives of the G8 countries where 
recent events in Russia were analyzed and their implications discussed. There is no question that 
the United States has enormous national security and economic interests in what happens in 
Russia. Already the country is facing a deep financial crisis that threatens to strengthen opponents 
of further political and economic reform and encourage a lurch backward to past strategies of 
inflationary finance and protectionism. A prolonged crisis would call into question the spread of 
open market polici~s in other emerging nations. And it would raise important concerns for our 
broader national security, given Russia's pivotal and continuing role with respect to nuclear 
security, the battle against terrorism, the stability of Eurasia, and conflict resolution in global hot 
spots like the Balkans. Of course, these issues take on an even graver aspect against the 
uncertainty and instability we see today in global financial markets. 

My colleague from the State Department has already addressed the broader security issues 
relating to Russia's current situation. I would like to begin my remarks with a few words about 
Russia's evolution over the past seven years and the problems leading up the crisis. I will then 
describe the considerations that have guided the United States approach to Russian economic 
reform throughout this period and the main policy challenges going forward. 

I. Russia's Transition Since 1992 

Mr Chairman, since the dissolution of the USSR, Russia has been struggling with the profound 
challenge of creating an entirely new kind of economy, a new kind of politics, and a new geo-
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political setting. While recent events will have very severe consequences for Russia and raise a 
great many uncertainties, it is important to begin any discussion with a recognition that Russia is 
already a very, very different country than it was seven years ago: 

• 

• 

• 

• 

Russia has a democratic leader and democratic system, even if it has also experienced the 
uncertainties that democracy can bring with it. 

Russia has been greatly demilitarized and is no longer channeling one fifth of its national 
resources into the maintenance of military forces directed at America. Last year Russian 
military spending was only 117 of its peak in 1988 and 2/5 of its level in 1992. 

3/5 of the Russian workforce now works in the private sector after 70 years of central 
planning. Russia has private banks and private capital markets. 

Russia is now a country that is open, whose people know what happens in the markets and 
systems beyond their borders and have access to all the ideas and products that the rest of 
the world has to offer. 

Bringing about change on such a scale is enormously difficult in any country and uniquely 
challenging in a country with 150 million people, countless ethnic and nationalist groups, ten time 
zones -- and 3/4 of a century of communism to overcome. Russia is.now a functioning democracy 
and a market economy. But it is widely recognized by outsiders and Russians themselves that the 
new Russian economy is also seriously flawed. It is these flaws that helped sowed the seeds of 
today's crisis. 

ll. Roots of the Crisis 

Russia's economic policy framework collapsed in the middle of last month as the Russian 
authorities -- in the face of severe market pressures -- decided on the enormously risky course of 
simultaneously devaluing the ruble, imposing a debt moratorium and restructuring government 
bonds. This was the Russian government's decision and not one which we supported. In this 
regard, as in so many others, Russia is a unique case and should in no sense be viewed as a 
precedent or guide for other emerging markets under pressure. Indeed, the government's actions 
served to undermine confidence still further, unleash spending, lending, and inflationary pressures, 
and prompt a change in government. The result is an economic and financial crisis as serious as 
any since the reform process began. 

The immediate problems leading up to this crisis are simply stated: an inability to control the 
budget deficit, an excessive reliance on short-term debt and -- partly as a result -- enormous 
difficulties with maintaining a fixed exchange rate peg. During the past ten months investors had 
become increasingly doubtful that Russia would be able to maintain the fixed exchange rate while 
paying its mounting debt service costs. This led to ever-higher interest rates, and a rapid depletion 
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of foreign reserves -- a vicious cycle which culminated in the very unfortunate events I have 
already described. 

Thus, at a purely financial level, this crisis was caused by the usual problem of too much 
borrowing, creating too little ability to repay. But at a deeper level the crisis can be traced to two 
broad political problems that have dogged Russian reforms since the beginning. 

The first of these has been a failure to resolve a basic mismatch between the government's 
spending needs and its available resources -- a mismatch in many ways inherited from the previous 
regime but exacerbated by political stalemates and disagreements of the transition period. At 9 
percent of GDP, the tax revenues the federal government was able to collect last year is at odds 
with the role the government and its electorate envision for the state, indeed, cannot credibly 
sustain the operations of the most minimal state. Yet there has been a repeated political failure, 
either to increase sufficiently the supply of revenues to the center or to reduce sufficiently the 
central government's spending commitments. 

The second, related problem that Russia has failed to overcome has been a fundamental weakness 
of post-Communist institutions. This weakness has come through particularly in the inability to 
collect sufficient tax revenues and, critically, in the failure to build and institutionalize a favorable 
investment climate and the rule oflaw. 

The broader consequences of these failures are severe and wide-ranging. The Russian private 
sector has been starved of the private capital it needs; large parts of the economy have been left 
off-the-books, under-monetized, vulnerable to crime and dependent on barter; the financial sector 
is poorly regulated and a poor intermediator funds for investment; the terms of privatization have 
frequently been noncompetitive, and private ownership often failed to improve company 
management. Worst of all, corruption remains pervasive and fundamentally undermines peoples' 
faith in the legitimacy of the political and economic system. And social payments are not 
adequately targeted and, as a result, the truly needy often receive little or no support. 

While it was possible for such a flawed system to go on for some considerable time, in the end it 
was Russia's inability to service the most basic institutions of an effective state that led to the 
financial collapse that occurred last month. 

ID. The Approach of the United States and the International Financial Institutions 

Mr Chairman, starting with the Vancouver Summit in 1993, President Clinton has made clear that 
the United States would take a leading role in international efforts to help Russia develop the 
institutions and policies of a functioning market economy. We have done this because we believe 
that a successful market transition in Russia is critical to American interests -- and because we 
believe that, when policy makers themselves are committed to reform, IMF and World Bank 
programs can raise the chances of it being achieved. 
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Recent events have not altered this judgment. Indeed, since 1992 the IMF and the World Bank 
have played an important role in achieving many of the positive changes in Russia that I have 
described and have helped to underpin a valuable period of exchange rate stability after the costly 
hyperinflation of the early 1990s. What the crisis has underlined, however, is that international 
support cannot succeed where domestic policy makers have failed. 

In light of increasing uncertainties in Russian markets -- and emerging markets more generally -
both the United States and the international financial institutions had been increasingly aware that 
Russia's situation was becoming more problematic. These concerns were expressed to Russia 
both bilaterally and in the Russian authorities' ongoing contacts with the IMF. 

In the worsening market climate the IMF -- backed by the United States -- decided to support the 
Kiriyenko government because that government had begun to address the fiscal and broader 
institutional failures that threatened Russia's economic stability and because we believed that the 
risks of inaction far outweighed the risks of action. An additional, $22.6 billion multilateral 
financing package was mobilized in July to provide tightly conditioned assistance to the 
government so that it would have financial breathing space to press on with these reforms. 

The first element of this support was a $4.8 billion tranche from the IMF on July 20. The 
disbursement of these funds was based on completion of a long list of prior actions. These 
included steps to streamline the tax code and reduce tax rates, reform to tax administration 
procedures and a budget code; more uniform application of the VAT, including application to 
barter transactions; and reductions in federal subsidies. 

Cutting the deficit was not the extent of the Kiriyenko government's reform horizon. Additional 
IMF and World Bank financing was to be made available to support important structural reforms 
that would help tackle corruption and support private sector growth and investment. For example, 
as part of this program Russia was urged to make the privatization process more transparent and 
open; cut substantially the number of "strategic firms" exempted from privatization; accelerate 
reform of the banking and energy sectors; eliminate non-cash payments for utilities and 
infrastructure; increase capital market transparency; strengthen measures to enforce minority 
shareholder rights; and improve bankruptcy legislation and enforcement. 

With important actions already having been taken, and firm commitments of more to come, the 
United States supported the disbursement of IMF funds for Russia because we believed there was 
a reasonably good chance -- not a certainty, but a reasonably good chance -- that reform would 

move forward in the period ahead. 

In the end, opposition to the Kiriyenko reform agenda and the deterioration in market conditions 
helped fuel great market scepticism. This culminated in a comprehensive breakdown in 

confidence in the first weeks of August. 
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Of course, it would have been vastly preferable if the Kiriyenko government had been able to 
forge a broad political consensus in favor of the full program of fiscal restraint and deeper 
structural reforms to strengthen state institutions and tackle corruption. But the reality is that 
there was, and is, strong opposition in the Duma and elsewhere from powerful special interests 
and from those who seek a return to communism. It was this opposition that helped fuel great 
market skepticism, and the breakdown in confidence that followed. But if the IMF had not acted 
quickly to support key elements the government's anti-crisis program, it and we would have been 
rightly criticized for timidity and for a failure to seize a critical opportunity to support reform and 
stabilize Russia's economy. 

The failures of Russian reform -- and their culmination in the present crisis -- have led some to 
argue that the international institutions and the United States have been overly forgiving in their 
support for Russian reform. On this view, international financial support has merely lined the 
pockets of corrupt officials and oligarches while weakening the incentive to carry out deeper 
reform. The facts of the international community's support for Russia tell a different story -- of 
support given only on the basis of concrete reforms and reform commitments, many of them 
expressly designed to tackle the scourge of corruption. 

IMF support has consistently been delayed or cut when the Russian government has not made 
good on its commitments. And since 1992, Russia's persistent failures to achieve solid reform in 
some areas have led to ever tighter conditionality. For example, Russia was the first country to 
have monthly tranching as part of its IMF program. As a condition for disbursing the first tranche 
of official funds in July, the IMF required more than legislative proposals: it required laws passed 
or actions that had the force of law. Because two actions were not taken -- a rebalancing of 
personal income tax revenue sharing and closure of the pension fund deficit -- the IMF Board cut 
the disbursement from $5.6 billion to $4.8 billion. 

As I have already stressed, we very much share the concern in Congress about corruption in 
Russia and so do the international financial institutions. It is a fundamental threat to Russia's 
stability, democratization, and prospects for a broadly-shared rise in living standards. But let 
there be no doubt: the world's best antidote to corruption is economic reform. 

A large share of corruption and illicit behavior in Russia -- below-market-value sales of 
government assets to favored buyers, protection payments extorted from firms in the "informal" 
sector, the prevalence of barter rather than cash payments to avoid the punitive tax system, 
violations of minority shareholder rights, crony bank lending to clients with ownership ties, and 
bribes extorted by government officials -- can be traced to policy or regulatory failures. It is 
precisely these problems that the IMF has been trying to correct, through its support for 
competition, tax reform, improved corporate governance, more firm and government transparency 
and disclosure, stronger bank supervision, and restraints on the discretion and scope of 

government regulation. 
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Moreover, on a bilateral level, legal reform and the battle against corruption have long been a 
central focus of Vice President Gore's work with the Russian Prime Minister and President 
Clinton's dialogue with President Yeltsin. To cite just one Treasury-related example, we are 
working with Russia to curb money laundering through promoting passage of legislation which 
crirninalizes money laundering and consulting on the creation of a financial intelligence unit. 

IV. Prospects for the Future 

It would be difficult to exaggerate the uncertainties of a moment such as this one. Until there has 
been a resolution of the direction in which the Russian political authorities will go it is difficult to 
calibrate an appropriate international response. The United States has a strong stake in Russia 
successfully overcoming today's crisis and laying the grounds for a more stable future -- by 
carrying out the kind of macroeconomic and structural reforms included in the IMF program. We 
will strongly support a Russian government that is determined to carry out these changes and 
continue the process of democratization. But international programs have always to be built on 
the recognition that countries shape their own destiny: the Russian authorities and the Russian 
people themselves have to choose their own path. 

With this basic warning in mind let me just make three basic points that will guide the approach of 
the international community going forward. 

First, it is critical in the present climate of mistrust that the government present a coherent 
economic strategy and that the strategy be Russian- "owned". The new government of Russia has 
asked to be judged on its actions. And so it will be. But Russian commitments must precede its 
actions. A critical step toward regaining the confidence of Russians themselves and winning the 
support of the international community will be for the government to explain its approach to 
restoring stability and fulfilling its international obligations -- and to describe clearly how this 
approach is to be implemented. 

Second, while any plan must be pragmatic and respond to the political conditions facing the 
government, it has also to recognize that Russia cannot repeal basic economic laws. Russia has 
its own unique history and traditions and it will have to make its own decisions about specific 
institutions and market arrangements. Yet, as President Clinton said in Moscow earlier this 
month, if the past year has taught anything it is that no country can escape the imperatives of the 
global marketplace. Money cannot be printed in excess without causing inflation. And an 
exchange rate peg that is not combined with appropriate monetary and fiscal policies will not 

hold. 

By devaluing and restructuring debt, Russia has taken drastic measures to cope with failed 
policies. Russia's authorities urgently need to clarify those steps and begin a cooperative dialogue 
with official and commercial creditors. They must resist pressures to spend and lend which will 
doom the economy to another bout of high, perhaps hyper- inflation. Just as important, they need 
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to take on the failings of the financial system and finally put in place the core institutions and 
policies of a private market economy. 

The broader long-term challenge that Russia faces in the wake of this crisis is finally to create an 
environment in which business and investment can flourish. That means sound money, the rule of 
law, fair tax laws and enforcement; private ownership and free land markets; independent courts 
that enforce laws and contracts; strong banks that safeguard peoples' savings and channel those 
savings to prod';lctive private investment; securities markets that deter fraud and protect legitimate 
investor rights; social spending targeted to those really in need, and it means the prevention of 
hidden, anti-competitive ties between government and business interests. 

Finally, let me add that to the extent that international finance is used to support Russia we will 
and must work to ensure that they reach the parts of the population that need help -- not just 
enrich off-shore bank accounts. Our confidence in making this judgment will speak to the 
Russian authorities' commitment to rooting out some of the underlying flaws of Russia's reform 
process that have held it back for so long -- not least, the growing popular belief that only those 
with poor connections play by the rules. 

Many will argue that the present crisis and politics make the chances of Russia taking this course 
remote. But if the greater connectivity within the world economy and more rapid flow of capital 
around the world has meant that these kinds of problems come to the surface more quickly -- it 
can also mean that where they are addressed, capital and growth can return that much faster. And 
while it is true that reforms can cause economic dislocation of workers that may have negative 
consequences for reform-minded governments, the economic political consequences of a failure to 
reform -- and continued decline in the economy -- would be graver still. 

Russia faces a choice, to restart, accelerate and deepen reform, or to drift in dangerous policy 
directions. As President Clinton said, "There is no shortcut to developing a system that will have 
the confidence of investors around the world. These are not American rules or anybody else's 
rules. These are [the rules] in a global economy." We all have an interest in Russian economic 
success and the President made clear that the administration is ready to offer further assistance if 
Russia stays with the path of reform. But the choice is for Russia, and Russia alone, to make. 

Thank you. I would now welcome any questions. 
-30-
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Departmellt of the Treasury • Bureau of the Public Debt· Washington, DC 20239 

FOR IMMEDIATE RELEASE 
September 17, 1998 

Contact: Office of Financing 
(202) 219-3350 

TREASURY'S INFLATION-INDEXED SECURITIES 
OCTOBER REFERENCE CPI NUMBERS AND DAILY INDEX RATIOS 

Public Debt announced today the reference Consumer Price Index (CPI) numbers and daily 
index ratios for the month of October for the following Treasury inflation-indexed securities: 
(1) the 3-3/8% 10-year notes due January 15, 2007, (2) the 3·5/8% 5-year notes due July 15, 
2002, (3) the 3-5/8% 10-year notes due January 15, 2008, and (4) the 3-5/8% 30-year bonds due 
April 15.2028. This information is based on the non-seasonally adjusted U.S. City Average All 
Items Consumer Price Index for All Urban Consumers (CPI-U) published by the Bureau of Labor 
Statistics of the U.S. Department of Labor. 

In addition to the publication of the reference CPI's (Ref CPI) and index ratios, this 
release provides the non-seasonally adjusted CPI·U for the prior three-month period. 

This information is available through the Treasury's Office ofPubJic Affairs automated fax 
system by calling 202-622-2040 and requesting document number 2687. The infonnation 
is also available on the Internet at Public Debt's web site (http://www.publicdebt.treas.gov). 

The infonnation for November is expected to be released on October 16. 1998. 
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Socurlty: 
Description: 
CUSIP Number: 
Dated Date: 
Ori,Qinallssue Date: 
Additionalls~lUe Date: 

lliaturlty Date: 
Ref CPI on Dated Dato: 

Date Ref CPI 

Ocl 1 1998 163.20000 
Ocl 2 1998 163.20645 
Ocl 3 1998 163.21290 
Ocl 4 1998 163.21935 
Ocl 5 1998 163.22581 
Ocl 6 1998 163.23226 
Ocl 7 1998 183.23871 
Ocl 8 1998 183.24516 
Ocl 9 1998 163.25161 
Ocl 10 1998 163.25806 
Ocl 11 1998 183.26452 
Ocl 12 1998 163.27097 
Ocl 13 1998 183.27742 
Ocl 14 1998 183.28387 
Ocl 15 1998 163.29032 
Oct. 16 1998 163.29677 
Oct. 17 1998 163.30323 
Ocl 18 1998 163.30968 
Ocl 19 1998 163.31613 
Ocl 20 1998 163.32258 
Ocl 21 1998 163.32903 
Oct. 22 1998 163.33548 
Oct. 23 1998 163.34194 
Oct. 24 1998 163.34839 
Ocl 25 1998 163.35484 
Oct. 26 1998 163.36129 
Ocl 27 1998 163.36774 
Ocl 28 1998 163.37419 
Ocl 29 1998 163.38065 
Ocl 30 1998 163.38710 
Ocl 31 1998 163.39355 

CPI-U (NSA) for: June 1998 

-

TREASURY INFLATION-INDEXED SECURITIES 
Ref CPI and Index Ratios for 

October 1998 

3-318% 10-Year Notes 3-518% S-Year Notes 
Series A·2007 Series J·2002 
9128272M3 9128273A8 
January 15, 1997 July 15, 1997 
February 6, 1997 July 15, 1997 
April 15, 1997 October 15,1997 

January 15, 2007 July 15, 2002 
158.43548 160.15484 

Index Ratio Index Ratio 

1.03007 1.01901 
1.03011 1.01905 
1.03015 1.01909 
1.03019 1.01913 
1.03024 1.01918 
1.03028 1.01922 
1.03032 1.01926 
1.03036 1.01930 
1.03040 1.01934 
1.03044 1.01938 
1.03048 1.01942 
1.03052 1.01946 
1.03056 1.01950 
1.03060 1.01954 
1.03064 1.01958 
1.03068 1.01962 
1.03072 1.01966 
1.03076 1.01970 
1.03081 1.01974 
1.03085 1.01978 
1.03089 1.01982 
1.03093 1.01986 
1.03097 1.01990 
1.03101 1.01994 
1.03105 1.01998 
1.03109 1.02002 
1.03113 1.02006 
1.03117 1.02010 
1.03121 1.02014 
1.03125 1.02018 
1.03129 1.02022 

163.0 July 1998 

3-518% 10·Year Notes 3-518'Y. 3D-Year Bonds 
Series A·2008 Bonds of April 2028 
9128273T7 912810FD5 
January 15, 1998 April 15, 1998 
January 15, 1998 April 16, 1998 

July 15, 1998 

January 15, 2008 April 15, 2028 
161.55484 161.74000 

i 

Index Ratio Index Ratio 

1.01018 1.00903 
1.01022 1.00907 
1.01026 1.00911 
1.01030 1.00915 
1.01034 1.00919 
1.01038 1.00923 
1.01042 1.00927 
1.01046 1.00931 
1.01050 1.00935 
1.01054 1.00939 
1.01058 1.00943 
1.01062 1.00947 
1.01068 1.00951 
1.01070 1.00955 
1.01074 1.00959 
1.01078 1.00963 
1.01082 1.00967 
1.01086 1.00970 
1.01090 1.00974 
1.01094 1.00978 
1.01098 1.00982 
1.01102 1.00986 
1.01106 1.00990 
1.01110 1.00994 
1.01114 1.00998 
1.01118 1.01002 
1.01122 1.01006 
1.01126 1.01010 
1.01130 1.01014 
1.01134 1.01018 
1.01138 1.01022 

163.2 August 1998 163.4 



DEPARTMENT OF THE TREASURY 

lREASURY NEWS 
omCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

EMB1\ROOED UNTIL 2::3 0 P. M. 
September 17, 1998 

CONTACT: Office of Financing 
202/219-3350 

nu:.ASUR.Y On'ERS 13-WEEK AND 26-WEEK BILLS 

The ~r.~ will auction two ser~es of Treasury bills totaling 
approx.i:mataly $16,000 million to refund $13,176 million of publ~cly held 
securities matux~g September 24, 1998, and to raise about $2,824 ~llion of 
new cash. 

In ad.clition to the public holdings, FedAaral Reserve Banks for their own 
accounts hold. $6,399 million of the ~turing bills, .Mch may be rafunded at 
the •• ight.c! averagoe discount rate of accepted competitive tenclers. Mounts 
issued. to these accounts will be in addi tion to the of't'.rinq amo\mt. 

The maturing 1)1118 beld hy the public includ.e $2,863 million held l:ly 
Federal Reserve Banks a. agents f'or f'oreiqn &nci int.rnation&J. monetary authori
ties I which may be retunc!ad. wi thin the offering amount at the weighted average 
discount rate of accepted comp4ttitive tenders. Md.1b.onal. amounts may be 
issued for such accounts if the aggregate amount of new bid5 axc.~ the 
agg-reqata amount of m&turin9 bills_ 

Tenders for the bill. will be racQived at Federal Re.erve Banks and 
Sranc::h.s and a.t: t:he SUr.a.u of the Public Debt, Washington, D.C. Thi.a offeri.ng 
of Trea.sury .ecurities 1.. governed. by the terms anc:1 con~tion.s set forth in the 
Uniform Ot't'ering Circular (:31 en Part 356, as a:nenc:1e<1) for the sala and issue 
:by the Treasury to the public of ma.rket~le Treasury bills I notas, and bonds_ 

o.1:..:U.~. about: each ot' the new s~curities are ¢vcan in the attachad. 
offering ~g~1ghts. 
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HIGHLIGHTS OF TREASURY OFFERINGS OF BILLS 
TO BE ISSUED SEPTEMBER 24, 1998 

Offering Amount ....................... $9,000 million 

Description of Offering: 
Term and type of .ecurtty ............. 9l-day bill 
CUSIP nwnber .......................... 912795 1\V 3 
1\uction date .......................... September 21, 1999 
rS5ue date ............................ Sept.mber 24, 1998 
Maturity date .........•... . ......•. Deoember 24, 1998 
Original issue date ................... June 25, 199B 
Currently outstanding ........•........ $11,885 ~llion 
~nimum bid amount and multiples ...... $1,000 

The following rules apply to all securities Mentioned above: 

Sub~s9ion of Bids: 

September 17, 1999 

$8,000 million 

182-day bill 
912795 BF 7 
September 21, 1999 
September 24, 1998 
March 25, 1999 
September 24, 1999 

$1,000 

Noncompetitive bids ......... Aoc.pted in full up to $1,000,000 at the average discount rate of 
accepted competitive bids. 

Competi t.ive bids ............ (1) Must be expressed as a '-' ()unt rate W~ th three decimal s in 

Maximum Recognized Bid 

increments of .005', e.g., 1.100\, 1.105\. 
(2) Net long position for each bi.dder must be reported when the stun 

of the total bid amount, at all discount rates, and the net 
long position is $1 billion or greater. 

(3) Net long position must l' . ..let.ermined as of one half-hour prior 
to the closing time for reoeipt of competitive tenders. 

at a 9ingle yield ........... 35\ of public offering 

t-' ~Im Award .................. 35\ of publio offering 

Receipt or Tenders: 
Noncompetitive tenders ...... Prior to 12;00 noon Eastern Daylight Saving time on auction day 
Competitive tenders ......... Prior to 1:00 p.m. Eastern Oaylight Saving time on auction day 

Payment Terms .................. By charge to a funds account at a Federal Reserve Bank 0" ; I. ,..··0 

date, or payment of full par amount with tender. Treasury Direct 
customers can usa the Pay Direct feature which authorizes a charge 
to their account of record at their financial institution on issue 
date. 
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FOR IMMEDIATE RELEASE 
September 21, 1998 

Contact: John Longbrake 
(202) 622-2960 

"LOOKING FORWARD TO AN EVEN STRONGER CREDIT UNION SYSTEM" 
ASSISTANT SECRETARY RICHARD S. CARNELL 

REMARKS TO THE NATIONAL ASSOCIATION OF FEDERAL CREDIT UNIONS 
1998 CONGRESSIONAL CAUCUS 

WASHINGTON, DC 

I am pleased to speak to you this morning about the recently enacted credit union 
legislation. 

Let me first say that I appreciate the opportunity we had to work with NAFCU on this 
legislation. From the fall of 1996 when the Treasury began its congressionall y-mandated 
credit union study, right up to the bill's enactment last month, I believe that N AFCU and the 
Treasury have maintained an open, constructive dialogue. 

This dialogue greatly facilitated the Treasury's understanding of credit unions and 
credit union issues. I believe that it improved our mutual understanding of the issues we faced 
and that it contributed to the development and enactment of this important piece of legislation. 

I will talk a bit later about Treasury's future work on credit union issues. But let me 
say here that I look forward to a continued dialogue with NAFCU as we do that work. 

Safety and Soundness Safeguards in H.R. 10 

August 7 will go down as a landmark day in credit union history. H.R. 1151 -- now 
Public Law 105-219 -- will nurture the growth and the health of credit unions and the National 
Credit Union Share Insurance Fund. This is an historic piece of legislation. It reflects the 
credit union tradition of getting ahead of problems and taking prudent precautions. 

Think back to credit unions' decision in the early 1980s to step forward and voluntarily 
recapitalize the Share Insurance Fund. This forward-thinking action not only ensured the 
Fund's stability through the turmoil of the late 1980's and early 1990's. It also set credit 
unions apart from other insured depository institutions during that time. 

RR-2689 
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I believe that the new law's safety and soundness safeguards will similarly be seen in 
the future as a forward-looking step that protected credit unions and their Share Insurance 
Fund from future difficulties. These safeguards, especially prompt corrective action, have 
already begun paying dividends for credit unions. 

During Senate debate over member business lending, Senators that opposed adding new 
restrictions on credit unions repeatedly pointed to the bill's prompt corrective action 
provisions. They argued, as did the Treasury, that these provisions provided the sort of 
assurance needed that member business loans would not threaten credit unions' safety and 
soundness. The bill's prompt corrective action safeguards will also pay dividends in the years 
to come. You might say that enactment of these safeguards are like "a stitch in time that saves 
nine. " 

It is important to realize that these safeguards emphasize early recognition and quick 
response to emerging problems. Recent experience has clearly shown that facing up to 
financial difficulties and dealing with them head-on ultimately means less uncertainty, less 
pain, and a speedier recovery. To see this, just contrast how we faced up to our banking 
problems in the early 1990s while Japan did not. 

Let me take a few minutes now to describe some of these provisions and what I see as 
the key issues to consider as the NCUA begins implementing them. 

The new law formalizes a requirement that credit unions have at least 6% net worth to 
total assets in order to be in good regulatory standing. Virtually all credit unions already 
satisfy this requirement today. Indeed, credit unions as a group operate today with 11 percent 
net worth to assets. 

The law also requires that credit unions set aside, as retained earnings, a small 
percentage of income if they have less than 7% net worth. Ninety-four percent of credit 
unions have more than 7% net worth, and those credit unions hold 94% of total credit union 
assets. 

Working hand-in-hand with these net worth requirements is a system of prompt 
corrective action. Prompt corrective action is a net-worth-based approach to safety & 
soundness supervision. It seeks to resolve net worth deficiencies before they grow into large 
problems. You can think of it as a structured decision-making process aimed at ensuring 

timely regulatory action. 

We fully expect -- and I believe that you should fully expect -- that this system of 
prompt corrective action will benefit credit unions and the credit union system. It will 
reinforce the commitment of credit unions and the NCVA to resolve net worth deficiencies 
promptly, before they become more serious. It will promote fair, consistent treatment of 
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similarly situated credit unions. It should reduce the number and cost of future credit union 
failures. In so doing, it should conserve the resources of the Share Insurance Fund make the , 
Fund even more resilient, and make more money available for lending to credit union 
members. 

The goal of prompt corrective action is to resolve net worth deficiencies promptly so as 
to minimize losses to the Share Insurance Fund -- and hence losses absorbed by other credit 
unions and their members. The goal is early detection and prompt corrective measures to 
ensure that the credit union does not get into deeper trouble, and preferably does not need to 
be put into receivership. 

The new law sets the proper foundation to accomplish this goal. The ultimate 
fulfillment of the goal also depends upon the rules established to implement it and how credit 
unions and the NCU A put the rules into practice. 

Let's consider some of the key aspects of prompt corrective action, including some of 
the issues facing the NCUA in implementing the law's prompt corrective action requirements. 

The law gives the NCUA and credit unions a golden opportunity to create a system that 
reinforces credit unions' safety and soundness. You might think about it in this way: Credit 
unions make a valuable contribution to encouraging thrift, encouraging their members to save 
for a rainy day. Likewise, this new bill encourages credit unions and the NCUA to prepare in 
good times to withstand difficult economic conditions. 

The law says that the prompt corrective action system developed by the NCUA needs 
to be comparable to that for banks and thrifts. What does comparable mean? 

The Senate Banking Committee's report says that comparable means "parallel in 
substance (though not necessarily identical in detail) and equivalent in rigor." Thus, the 
system of prompt corrective action that NCUA will institute should be a streamlined version of 
that used by bank regulators. Streamlined because many of the provisions in bank prompt 
corrective action simply don't apply to credit unions, principally provisions having to do with 
bank capital stock. At the same time, those provisions in the bank regulations that do apply 
should be incorporated by the NCUA, both in substance and in rigor. 

As you consider the various net worth categories, and the implications for credit unions 
and the NCUA associated with each category, I believe that the important situation to consider 
is that of an undercapitalized credit union. An undercapitalized credit union faces one crucial 
requirement -- the development of a net worth restoration plan. 

This is the key to prompt corrective action. A credit union that finds its net worth 
eroding -- for whatever reason -- is called to make a careful evaluation of its situation and to 
develop a rigorous plan for increasing its net worth. The development of this plan will engage 
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both the credit union's managers and its board of directors in a timely consideration of the 
credit union's difficulties. 

The NCU A also has an important role here. It must carefully review a credit union's 
net worth restoration plan to ensure that it is feasible, that it will indeed be responsive to the 
credit union's particular situation, and that it will succeed in restoring the credit union's net 
worth. 

The benefits of a prompt, meaningful response should be self-evident. First, the 
responsibility for planning and executing the response lies with the credit union's management 
and board, not with the regulator. Second, timely correction of a credit union's financial 
difficulties ensures that the credit union will be around to continue serving its members. And 
third, by reducing costs to the Share Insurance Fund, prompt corrective action also aids all 
other credit unions by reducing their Share Insurance Fund costs and by ensuring the public's 
confidence in credit unions' safety and soundness. The ultimate goal is not a rush to 
receivership but a rush to recovery. 

Future Treasury Studies of Credit Union Issues 

Let me now turn to the Treasury's future involvement in credit union issues. The new 
law gives us several responsibilities regarding credit unions. 

First, the law directs the NCVA to consult with the Treasury as it develops its new 
safety and soundness regulations. Second, the law directs the Treasury to prepare three reports 
for Congress. 

In one study we must report on credit union member business lending. Congress asked 
us a series of questions about member business lending. It is my hope that our research in this 
area will shed more light on this subject than was available during the recent congressional 

debate of these loans. 

In another study we must evaluate the differences between credit union regulation and 
the regulation of banks and thrifts. Then we must study the potential effects of applying bank 
and thrift regulations and federal income tax requirements on credit unions. 

Finally, Congress asked us to report on recommendations we would like to make 
regarding the taxation of small banks and any other recommendations we deem appropriate 
that would preserve the viability and growth of small banks. 

As a general comment on these three studies, let me repeat what I said almost two 
years ago to a credit union group as we began our earlier credit union study, I think a few 
simple principles should guide our approach: Be fair and objective. Be thorough and 

rigorous. Be open and inclusive. 
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As with the earlier study, we will approach these new studies with open minds, open 
ears, and an open door. I believe that this approach served us well the last time around and 
helped to produce a report that was fair and objective. 

With that said, I have just a few observations to make at this time about the new 
studies. As you know, the recent congressional debate over credit union member business 
lending reflected broad disagreement as to what these loans really are and who they are made 
to. I hope that our study can provide the kind of information needed for thoughtful 
consideration of the issue. 

Indeed, Congress has asked us to do just that. Congress directed us to report on 
member business loans by size of the loans, and by the types and sizes of businesses that 
receive such loans. Difficult as answering that question will be, Congress has also asked us 
study the extent to which member business loans help meet the financial service needs of low
and moderate-income individuals within credit unions' fields of membership. 

As you know, credit union call reports do not have this kind of information, nor does 
the NCUA. Thus, the only way for us to fulfill our obligation to Congress is to ask you for 
your assistance. 

Our plans as to how we will do this are still being developed, but the general approach 
is taking shape. Working with and through the NCUA, we expect to survey credit unions on 
their member business lending. Only with thoughtful, complete responses from credi~ unions 
can we gather the information that Congress has requested. I would like to ask those credit 
unions that receive our survey to take the time to carefully respond. 

During the congressional debate on member business lending, credit unions tried to tell 
a story about the importance of this aspect of their business. Think about the time spent in 
responding to this survey as a means of helping tell your story about member business lending. 

With respect to comparing credit union regulations with bank and thrift regulations, 
some of you may recall that we have already done that. Indeed, one chapter and a lengthy 
appendix in our 1997 report are devoted to just such a comparison. Hence, in updating this 
work, we will be paying particular attention to the NCUA's implementation of the new law's 
safety and soundness provisions, including the implementation of prompt corrective action. 

Credit Unions in our Financial System 

Before closing, let me offer a few thoughts on credit unions' role in our financial 
services system, and on the relationship between banks and credit unions. 

Credit unions today serve some 70 million Americans. While credit unions hold a 
small portion of the nation's financial assets, credit unions are vital institutions to their 
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members. I believe that the new bill will strengthen credit unions and the credit union system, 
enabling them to continue to serve their members well as we enter the next century. 

The past year has been marked by a great deal of animus between banks and credit 
unions. The debate is over now and Congress has charted a course on credit union 
membership. I hope that both banks and credit unions can tum their attention and energies to 
what really matters -- encouraging thrift, making credit available, and enabling individual 
Americans to reach financial security. 

Credit unions in particular have a critical role to play in assisting people of mQdest 
means. This is not just because Congress says so, or because such a charge was given to 
credit unions in the original Federal Credit Union Act. This is so because providing such 
assistance is at the very core of what credit unions are. 

From the very beginning, people formed credit unions (and, I might add, similar 
cooperative saving and lending associations) to pool the resources of those with limited means 
for the mutual benefit of all. This has always been, and I hope shall remain, the core value of 
credit unions. 

Strengthened by the recent liberalization of the field of membership restrictions, credit 
unions should look to the future without forgetting their past. What has made credit unions 
special is their service -- especially their service to those people that might otherwise have 
been overlooked in our financial system. 

Conclusion 

In conclusion, let me reiterate my appreciation for the candor and goodwill that has 
marked the Treasury's dialogue with NAFCU the past two years. While we may not always 
have agreed, I believe that we have had a constructive working relationship that has helped to 
produce the recent bill. We at the Treasury look forward to continuing this relationship in the 

months ahead. 
-30-
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BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
September 21, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 13-WEEK BILLS 

Te~: 

Issue Date: 
Maturity Date: 
CUSIP Number: 

91-Day Bill 
September 24, 1998 
December 24, 1998 
912795AV3 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------
Low 2/ 4.610% 4.728% 98.835 

High 4.650%- 4.769% 98.825 

Average 4.635% 4.757% 98.828 

Tenders at the high discount rate were allotted IS%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 
-----------------
$ 21,543,956 

1,170,497 
-----------------

$ 

22,714,453 

280,400 

22,994,853 

3,119,235 
o 

26,114,088 

Bid-to-Cover Ratio = 22,714,453 I 7,734,453 = 2.94 

$ 

$ 

1/ Equivalent coupon-issue yield. 
2/ $1,130,000 was accepted at rates below the competitive range. 

RR-2690 
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Accepted 

6,563,956 
1,170,497 

7,734,453 

280,400 

8,014,853 

3,119,235 
o 

11,134,088 
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Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
September 21, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

1.B2-Day Bill 
September 24, 1998 
March 25, 1999 
912795BF7 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 
Rate Rate 1/ Price 

------ ---------- ------

Low 4.585% 4.759%- 97.682 

High 4.625\ 4.B01% 97.662 

Average 4.6~5% 4.79~% 97.667 

Tenders at the high discount rate were allotted 66%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserve 
Foreign Official Add-On 

TOTAL 

Tendered 
-----------------
$ 1.9,236,160 

1,205,627 

20,441,787 

2,186,200 

22,627,987 

3,280,000 
o 

-----------------
$ 25.907,987 

Bid-to-Cover Ratio = 20,441,787 / 5,814,787 3.52 

1/ Equivalent coupon- issue yield. 

RR-2691 
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Accepted 

4,609,160 
1,205,627 

5,814,787 

2,186,200 

8,000,987 

3,280,000 
o 

11,280,987 



DEPARTMENT OF THE TREASURY 

'IREASURY NEWS 
omCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASHINGTON, D.C. - 20220 - (202) 622-2960 

EMBARGOED FOR RELEASE AT 2:15 p.m EDT 
September 22, 1998 

Contact Maria Ibanez 
(202) 622-2960 

REMARKS TO THE "U.S. PERSPECTIVES" CONFERENCE 
ASSISTANT SECRETARY OF THE TREASURY FOR ECONOMIC.POLICY 

DAVID W. WILCOX 

Thank you. I'm pleased to be here today with institutional investors and money managers 
from so many countries around the globe. 

I'd like to use this opportunity to describe the current U S economic landscape as we see 
it from the perspective of the Treasury Department In particular, my remarks today will focus on 
three aspects of the American macroeconomic situation the current macroeconomic environment 
in the United States; the effects on the U.S. economy of the global financial crisis; and the outlook 
for the American economy going forward. 

In the eighth year of the current expansion, the fundamentals of the U.S. economy remain 
exceedingly sound. Thus far, domestic demand has proven sufficiently robust to keep the 
economy on a solid course of growth, even in the face of economic turmoil abroad. And when 
we reach the end of the current fiscal year in just over one week, the Federal government will 
record a budgetary surplus for the first time since 1969 More specifically, a host of indicators 
suggest that the performance of the American economy remains on sound footing: 

• The unemployment rate has held steady at 4.5 percent for the past three months, close to 
the 28-year low of 43 percent reached this spring For college-educated workers, the 
joblessness rate is a remarkably low 18 percent During the first two-thirds of 1998 
alone, nearly two million new jobs have been created, extending the total since the Clinton 

Administration took office in January 1993 to 16 7 million 

• Over the past 12 months, average hourly earnings have increased 29 percent in real terms 
_ the largest such increases since the early 1970's Earlier in the expansion, real wages 
had been stubbornly sluggish, and a common complaint about the U S economy was that 
it was generating an ample number of jobs, but meager gains in real income Not so over 

the more recent period 
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• 

• 

During 1996 and 1997, real GOP grew nearly 4 percent per year, the fastest annual 
increases in a decade. In the first quarter of this year. the pace of growth jumped to 
5.5 percent at an annual rate, before easing back to 1.6 percent in the second quarter. 
Throughout 1998, d.omestic final demand has remained strong. The slowdown during the 
second quarter was In large part due to a slowdown in inventory investment to a pace that 
should be more sustainable. 

One of the most encouraging features of the current expansion has been the strong 
performance of private investment. Real business fixed investment grew at a 10 percent 
annual rate over the five years ending in the second quarter of 1998, the best performance 
since the mid-1960's. As a share of real GDP, real investment has risen to a 
post-World War II record in recent years. Given our recent move from fixed-weight 
national income accounting to chain-weighted, this strength in investment ~ill not be 
revised away. 

As a result of the strong economy, as well as President Clinton's 1993 deficit reduction 
package and the bipartisan budget package enacted in 1997, we are looking forward to the first 
budget surplus in 29 years. The Federal budget is expected to drop from a deficit of $290 billion 
in fiscal year 1992 - an all-time high - to a surplus in the current fiscal year that is more likely 
than not to exceed the $39 billion projected by the Administration in May 

The longer-run fiscal outlook is also encouraging, with surpluses forecast as far as the eye 
can see. I never thought I would see the day when serious market commentators furrowed their 
brows over the issue of whether there would be sufficient supplies of Treasury securities to 
support a deep and liquid market. 

One long-run challenge that we do face is dealing with the demographic strains on the 
Social Security system, but as many of you know, President Clinton has made clear his 
determination to address this issue now, and to reserve the budget surpluses, in their entirety, until 
we have arrived at a solution. Indeed, as the President noted in his radio address last Saturday, he 
is prepared to veto any bill the Congress sends him that would threaten to squander the surplus 
before Social Security reform is in place. The Administration's position on this issue is easy to 
remember, because it is summed up in the simple phrase that the President first used in his State 
of the Union Address earlier this year: "Save Social Security First" 

Even with all of the forward momentum in the domestic economy, there are few signs so 
far that inflationary pressures are building to any significant extent. That, in itself, is remarkable, 
given the length and pace of the expansion and the relatively low level to which the 

unemployment rate has been driven. 

2 



• 
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• 

"Core" CPI inflation (excluding food and energy) remains near the low level of the mid-
1960s. To be sure, a fraction of the recent favorable readings reflects changes in 
measurement methodology, but the bulk reflects genuine slowing in the overall trend in 
inflation. ~ 

The core PPI showed no increase in 1997, the first time that has happened since the series 
began in 1974. The core index has risen only moderately so far in 1998. 

The chain-weighted GDP price index increased at less than a 1.0 percent annual rate in the 
first half of the year, down from 1.7 percent over the four quarters of 1997. This was the 
first time that inflation by this measure has been below I percent since the early 1960's. 

The real proof comes not in these backward-looking measures, but in forWard-looking 
indicators, and inflation expectations over the next five years remain remarkably low. The 
University of Michigan's survey of consumer sentiment finds that inflation expectations have 
continued to edge down over the past year despite the low level of the unemployment rate. Over 
the next five years, according to this survey, consumers expect an annual inflation rate of 2 7 
percent, the lowest reading in two decades. 

Why has the recent inflation experience been so favorable') Many observers of labor 
markets believe that the Nonaccelerating Inflation Rate of Unemployment (NAIRU) - the 
theoretical level of unemployment below which the economy generates inflation - has fallen in 
recent years, to around 5-112 percent or perhaps even less A lower NAIRU implies less 
inflationary pressure for any given level of the actual unemployment rate. 

Another factor that has probably played a role in the recent low inflation results has been 
the healthy pace of productivity growth over the past two years or so. There are even some hints 
in the data that trend productivity may be inching up, boosted by strong investment spending. 
Indeed, output per hour as officially measured, using the output side of the national income and 
product accounts, has risen at a 1.3 percent annual rate since the business cycle peak in the third 
quarter of 1990 - slightly faster than the 1.1 percent trend rate of growth since 1973. And if 
calculated (as it used to be) using data from the income side of the national accounts, productivity 
has risen at a 1.5 percent annual rate over that time span. Moreover, the exceptional performance 
of corporate profits over the last six years in the face of low inflation seems to corroborate the 
idea of an improvement in productivity growth 

While the fundamentals of the US. economy remain strong, we are also now unmistakably 
beginning to experience the effects of the global financial crisis Beginning with the devaluation 
of the Thai baht in July 1997, Asia, Russia, and, more recently, Latin America have come under 
varying degrees of financial pressure. At the same time, the situation in Japan has deepened in 
severity. The effect on the US. has evolved slowly, and although it is too early to know for sure 
how serious the impact of the Asian financial crisis will be on the US economy, it is clear that it 
is having some effect, particularly on our balance of trade. The continued stren.brth of the U. S. 
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economy relative to the rest of the world - most notably East Asia - has led to significant 
changes in international trade flows and a significant increase in the US current ac;ount deficit 

Thus far, the shift in the balance of trade has mainly been a story about exports Indeed, 
total U.S. exports actually declined 2.8 percent at an annual rate in the first quarter of this year, 
and 7.4 percent at an annual rate in the second - a sharp contrast to the 10 percent average 
annual growth in real exports over the preceding four years Perhaps the most obvious 
consequence of this reduced demand for exports has been a noticeable weakening in 
manufacturing activity since the beginning of the year. Meanwhile, real imports into the United 
States have not accelerated thus far, rising at a slightly slower pace in the first half than they did in 
1997. And going forward, if the turmoil continues to spread, we run the risk of additional impact 
on the economy. Consumers have already expressed uneasiness in recent surveys about the 
international economic turmoil, although confidence levels are clearly still high enough to support 
continued solid growth in consumer spending. 

Over the past year, the decline in net exports has taken about 1-l/2 percentage points off 
of the growth of real GDP in the United States. Some of that effect is a normal occurrence during 
an expansionary phase of the business cycle and reflects the strong growth in the U. S economy. 
But a significant portion is attributable to the decline in exports to East Asia. And going forward, 
if the turmoil continues to spread, we run the risk of additional impact on our economy 

Evidence of the impact of the global financial crisis on the US. economy - as well as 
other economies throughout the world - underscores the importance of Congress approving full 
funding for the International Monetary Fund. Failure to do so puts American prosperity at risk. 
As we face what could be the world's greatest economic challenge in half a century - one in 
which the nations of the world are looking to the United States for leadership - disengaging 
from the increasingly interdependent global arena simply ought not be an option. As President 
Clinton said last week: "History teaches us that at a time of worldwide difficulty, it would be folly 
to retreat into a protectionist shell" 

Let me conclude by commenting briefly on the near term economic outlook for the United 
States. The sharp downward adjustments taking place in many foreign economies and the 
appreciation of the dollar in recent years are leading to expectations for moderated growth rates 
in the U.S. economy. Such a tempering in growth, however, does not on its face pose a major 
threat to the longevity of the current expansion and has, in fact, been expected for some time 
now. But let me be clear: Although the precise impact of the global financial crisis on the U.S. 
economy is at this point uncertain, the latest evidence available to us makes a strong case that the 

current expansion will continue. 

In the meantime, we expect to stay on the responsible path of strict fiscal discipline 
charted by this Administration almost six years ago. According to the Office of Management and 
Budget's Mid-Session Review, the budgetary outlook is bright OMB forecasts that the surplus 
will grow over the next four years to $148 billion by 2002. By 2008, OMB forecasts a surplus of 
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just over $340 billion. Such surpluses would likely lead to higher savings and investment and 
continued low interest rates. Moreover, provided we can maintain the kind of fiscal discipline that 
we've been able to muster over the past few years, there is every prospect of continued sound 
fiscal policy for many, many more years 

The current strength of the U. S. economy is in large part the result of a combination of 
sound policies: deficit reduction, open markets, and investing in our people. Our commitment to 

these sound policies benefits both our domestic economy and the global economy. With the 
fundamentals of the U. S. economy strong - and with an outlook for continued strength in the 
domestic economy - the United States is in a position both to continue to generate solid 
economic growth at home and to playa leading role by working with industrialized and emerging 
nations, as well as the international financial institutions, to encourage responsible reforms and 
measures to stem the tide of the contagion effect in economies around the world. 

- 30 -
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NEWS 
omCE OF PUBUC AFFAIRS -1500 PENNSYLVANIA AVENUE, N.W. - WASIDNGTON, D.C. - 20220 - (202) 622·2960 

FOR IMMEDIATE RELEASE 
September 21, 1998 

Contact: Hamilton Dix 
(202) 622-2960 

SECRETARY RUBIN TO RELEASE NEW $20 BILL INTO CIRCULATION 

Treasury Secretary Robert E. Rubin will join Treasurer Mary Ellen Withrow to mark the introduction 
of the Series 1996 $20 bill into circulation at 9:30 a.m. on Thursday, September 24, in the Treasury 
Department's Cash Room. 

The redesigned bill, which was unveiled in May, will also be discussed at more than two dozen events 
around the country hosted by Federal Reserve Banks and branches. The new note is the third of the Series 
1996 to be redesigned with new anti-counterfeiting features. 

In addition, Treasurer Withrow will visit the Industrial Bank of Washington at 412 Georgia Avenue, 
Washington, D.C. at noon to present a commemorative new $20 note to Bank president Doyle Mitchell. 

A satellite feed including portions of this event and B-roll of the new notes in production will be 
transmitted via MEDIALINK (Technical assistance: 800-232-0894) twice on the afternoon of September 24, 

and once on September 25 as follows: 

DISTRIBUTION: 
FEED TIME: 
FEED COORDINATES: 
DOWNLINK: 

DISTRIBUTION: 
FEED TIME: 
FEED COORDINATES: 
DOWNLINK: 

DISTRIBUTION: 
FEED TIME: 
FEED COORDINATES: 
DOWNLINK: 

Thursday, September 24 
1 :30 p.m. - 2:00 p.m. EDT 
C-Band - Galaxy 6/Transponder 9 
Standard audio 6.2 and 6.8 

Thursday, September 24 
2:30 p.m. - 3:00 p.m. EDT 
C-Band - Telstar 5/Transponder 15 
Standard audio 6.2 and 6.8 

Friday, September 25 
10:00 a.m. - 10:30 a.m. EDT 
C-Band - Telstar 4/Transponder 23 
Standard audio 6.2 and 6.8 

Press without Treasury, White House, Congressional, State Department or Defense Department 
credentials planning to attend should call (202) 622-2960 by 6 pm, We.dnesday; September 23, with name, 
date of birth, social security number and affiliation. Specimen notes wIll b~ av.aIlable at the event for 
photographs and television cameras. Cameras may set up for the event begmmng at 8:30 a.m. Press and 
invited guests should enter the Pennsylvania A venue entrance of the Treasury Department. 

RR-2693 -30-
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September 25, 1998 

Contact: Maria Ibafiez 
(202) 622-2960 

TREASURY, EASTERN HIGH SCHOOL TO OPEN NEW LEGAL ACADEMY 

Treasury Secretary Robert E. Rubin on Friday announced a partnership between Treasury 
and Eastern Senior High School in Washington, D.C., to open a new Law and LegaJ Services 
Academy. 

Through the Partnership in Education Internship Program, Treasury will detail officials to 
assist with the management of Eastern's Law and Legal Services Academy, develop academic 
curriculum based on school-to-career strategies and strengthen existing internship programs. 
Additionally. Treasury will donate more than 80 computers to serve every classsroom at Eastem. 

"Today marks the beginning of an even stronger and more productive relationship 
between the Treasury Department and Eastern Senior High School," Secretary Rubin said. 
"Programs like the Law and Legal Services Academy bring together the private and public sector 
to benefit students, area businesses and the community as a whole. I think this program has made 
a difference and I look forward to building on this effort. II 

The Treasury Partnership in Education Internship Program began in 1995 with 20 students 
from Eastern and Wilson High Schools in unpaid internships. Originally sponsored by Treasury's 
law enforcement bureaus, the program expanded to include the Law, Justice and Security 
Academy at Anacostia High School. Last summer, Treasury and its bureaus employed 160 
students from Anacostia, Eastern and Wilson High Schools as interns. Since 1995, nearly 200 
D.C. high school students have completed Treasury's internship program. 

Treasury's student interns gain work experience in a wide range of bureaus and offices 
throughout the department. Currently, District high school teachers are working with the 
Partnership in Education program to develop a range of internships to help students understand 
Treasury's work in the domestic and international fields. A similar exchange of ideas is underway 
between teachers at Anacostia's Law, Justice and Security Academy and officials from Treasury 

" law enforcement and the Department of Defense. 

Secretary Rubin, Eastern Senior High School Principal Dewey Reeves and D.C. Public 
Schools Superintendent Arlene Ackerman met today with students of the new legal academy in 
the school's auditorium for a presentation and signing of a Memorandum of Understanding. 
RR-2694 -30-

Fm- preu rekases, speeches, public schedules and official biographies, call Our 24-hour fax line at (20.2) 622·2040 

TOTRL P.01 



economic difficulties in Japan; 

• difficulties in some countries -- notably Indonesia and Russia -- in effectively carrying out 
basic government functions, such as tax collection and bank regulation, with integrity; 

• and substantial reductions in confidence, as investors began to worry about other 
investors withdrawing their capital, and themselves raced for the exits. 

All of these factors have been contributing to financial crises and disturbances for many 
centuries. But I think it is fair to say that they came together more virulently in these crises than 
they have in the past -- something we can partly attribute to recent improvements in information 
technology, which have raised the scale and speed of international flows, and to the development 
of derivatives and other sophisticated financial instruments that increase the apparent degree of 
liquidity in markets. The very dramatic withdrawal of capital -- a swing of more than 10 percent 
of GDP in the case of several of the Asian economies -- and substantial movements in many 
disparate markets suggest a contagion and generalization that may be leading to overreactions in 
some cases. Yet as Secretary Rubin said last week: "credit and investment decisions need to be 
made with careful analysis and judgment of the long term strengths and fundamentals of an 
economy, and unaffected by the prevailing mentality of the moment." 

I do not need to remind this committee that containing these crises, and the losses in market 
confidence that have accompanied them, is critically important to America's future. It is about 
safeguarding American jobs, American savings and American national security: 

• trade has accounted for one third of our growth in this expansion and is the prime engine 
of high-wage jobs. More than 30 percent ofthose exports -- and 40 percent of our 
agricultural exports -- go to Asia. Already, exports to the economies in crisis are down 
by nearly one third, year-on-year. Private forecasts are suggesting that the crisis could add 
one half, even one percentage point of GDP to the United States current account deficit 
this year. 

• American markets have been remarkably strong in recent years and American savings are 
ever more dependent on our markets. But the performance of our markets is increasingly 
linked to the performance of global markets, because our companies' profitability 
depends increasingly on these markets and because ever more capital flows across 
international borders. Indeed, it is noteworthy that in the last six weeks, in the wake of 
the spread of problems in emerging markets, we have seen substantial reductions in all 
but the most creditworthy firms' ability to access both the equity and debt markets and 
seen some evidence of contractions in bank lending. 

• given the proven scope for financial problems to trigger broader civil and international 
conflicts, history suggests that a strong response to the crisis that prevents it from 
festering is forward defense of America's core interests. I need hardly point out that a 
prolonged crisis in Russia raises important national security concerns, given Russia's 
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pivotal and continuing role with respect to nuclear security, the battle against terrorism 
and other critical problems. 

While the fundamentals of the American economy remain strong, as Chairman Greenspan 
recently reminded us, the United States cannot remain unaffected in a world that is experiencing 
greatly increased stress. In a global economy, our future prosperity and security is inextricably 
bound up with the prosperity and security of our allies and trading partners -- and that, in turn, 
will depend critically on American leadership in the face of global problems and uncertainties. 

That is why, since the earliest days of this crisis, we have worked, domestically and 
internationally, to support the return of stability and growth in the countries in crisis and to 
prevent further contagion in other markets. 

II. The United States Approach 

Our response to this situation has been rooted in a concern for America's economic and security 
interests. It has rested on three pillars: 

First, strengthened policy in the major economies of the region in support of growth and 
confidence, because no country will emerge safely from crises in an environment of regional 
deflation and weak demand: 

• the United States must continue to do its part in maintaining sound policies: that means 
continuing to support and maintain open markets, it means continuing to invest in people, 
and it means preserving the budget surplus and thereby reducing pressure on global 
capital markets and on our own trade deficit. 

• as the Chinese have recognized, their continued commitment to addressing their financial 
sector problems and to maintaining a stable currency will also be very important to the 
stability of Asia. 

• and Japan, which even today accounts for more than two-thirds of the Asian economy, 
has an especially critical role to play. Immediate and effective measures to strengthen the 
financial system and strong fiscal action in Japan that provides a substantial and sustained 
stimulus to the economy are urgently needed for Japan to resume the strong domestically
driven recovery that is now so crucial to global growth and financial stability. 

The second pillar has been the recognition that while the global economic environment is 
important and international support can make a difference, countries shape their own economic 
destiny. A strong domestic response by the countries affected is the absolute prerequisite for 
restoring stability -- because any amount of financial support that goes into an economy will flow 
right back out if policies are unsound and governments are not credible. That means sound 
monetary and fiscal policies; that means policies to strengthen the financial system; and that 
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means structural refonns to open the economy, raise transparency and improve the functioning of 
markets. Particularly at a time when money is flowing out of a country, it is critically important 
to take steps to attract money in. 

The third pillar has been that conditioned international financial assistance can play an important 
part where policy makers are committed to refonn but need financial breathing space to put 
refonns in place. Financial crises have elements of a self-fulfilling prophecy -- like bank runs, 
everyone expects failure or everyone expects everyone else to expect failure, which leads to a 
rush to be the first one out and thus causes failure. Temporary, conditioned support gives 
countries a bridge to overcome this self-fulfilling prophecy and help restore stability. And here 
the IMF has a critical role. 

The crisis is still very much an unfolding story, and very large challenges lie ahead. There is no 
question that there is enonnous economic and social distress being felt in the countries worst 
affected. This is inevitable given the massive withdrawals of private capital that have occurred. 
But it is encouraging that in those countries that were first hit and where policy has been most 
detennined there has been evidence of containment. 

Countries that have consistently followed policies that the IMF were able to endorse and support 
-- specifically the Philippines, Korea and Thailand -- have begun to see signs of a return to 
stability. Although there is clearly a great deal of work yet to do, in Korea and Thailand the 
currencies have broadly stabilized, nominal interest rates are down in the low teens, and real 
interest rates have fallen to well below pre-crisis levels. At the same time these countries are now 
working to expand their fiscal policy to use the room provided by their sound policies for the 
fastest possible return to growth. 

It is vital to remember that the distress and difficult outcomes being seen in Asia are not a 
consequence of IMF policies or IMF finance. These are, rather, the attempts to palliate the true 
cause of the distress: the withdrawal of private capital and declines in domestic confidence that 
led to that withdrawal. Put simply, we must not confuse the doctor with the disease. In those 
cases, such as Indonesia and Russia, where governments did not carry through on their policy 
programs, inflation, interest rates and losses in output will certainly be much higher, and the 
return of confidence is now that much more remote. 

To be sure, as countries choose their policies and the IMF makes judgments about what types of 
programs it is willing to support financially, difficult questions of balance will inevitably arise. 
Notably: 

• on the one hand, there is the legitimate view that structural defects of national economies 
relating to crony capitalism need to be addressed. On the other, there are concerns about 
generating a backlash by pushing too hard for large-scale restructuring of native 
institutions. 

• on the one hand, there is a concern for exchange rate stability, given what we have seen 
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can happen when downward spiraling currencies go out of control. On the other, there is 
the concern about raising interest rates significantly at a time when the banking and 
broader financial system is under serious strain. 

• one the one hand, there is the need to provide confidence at a time when contagion 
causing significant withdrawals of capital and increases in interest rates in emerging 
markets. On the other, there is the concern about moral hazard and encouraging 
irresponsible behavior by investors and governments. 

These issues of balance will no doubt be debated and there is no guarantee that the IMF will get it 
precisely right on every occasion. But let me say that I have no doubt the situation over the past 
year would have been much worse -- with greater devaluations, more defaults, more contagion, 
and greater trade dislocations -- without the programs agreed with the IMF and the finance it has 
provided. 

I might just add, Mr Chairman, that when the IMF supported Russia last July -- in the face of 
what were clearly serious obstacles to carrying out effective policies -- it was taking a calculated 
risk in defending the fixed exchange rate regime. It was a risk that in the end was not rewarded 
but was justified, in our judgment, by the large stake that the world has in continuing Russian 
reform. Russia today needs to build a political consensus behind policies of reform. When 
Russia is prepared to move down that path, the United States and the international community 
are prepared to support it. 

III The Way Forward 

Mr. Chairman, we noted some time ago that the financial strains being felt in Asia could spread 
and have far reaching consequences for the rest of the world financial system. And certainly, 
financial strains have increased in recent weeks -- to the point where they are as serious globally 
as any we have encountered in a long time. In this context, the President in his remarks in New 
York last week, and the G7 finance ministers and central bank governors' statement released at 
the same time, have discussed how this approach can best be carried forward. 

First, recognizing that with inflation low or falling in most parts of the world, and the consequent 
shift in the balance of risk in the global economy, we are working with our G-7 partners in an 
enhanced emphasis on implementing policies to promote sustainable global growth. In this 
regard the President and Japanese Prime Minister Obuchi devoted a substantial portion of their 
meeting this week to financial problems, with the President stressing our belief that it is essential 
for the global economy that Japan swiftly infuse public money, on a substantial scale with 
appropriate conditions, into its banking system. In our judgment this is the only way both to 
maintain stability and provide for growth going forward. 

Second, we are focused on reinforcing the capacity of the international community to provide 
financing to countries that are pursuing sound policies and are nonetheless affected by contagion. 
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Of course, adequate funding for the IMF is critical to this effort, and let me reiterate the 
importance of Congress taking action. It remains a central plank of our approach to these crises 
that the IMF cannot help countries that are not committed to helping themselves. But where 
policy makers are committed, the IMF's involvement is central to an effective international 
response. And today the IMF's resources are at historic lows. 

The Senate has twice now approved full IMF funding by large bi-partisan majorities. Let me pay 
tribute to members of this committee for the leadership they have shown in supporting the IMF 
requests and working with us on crafting tough but realistic reforms. At a time when the markets 
are looking to see if the international community has the capacity to deal with these crises, 
passage of IMF funding would send a critical signal. 

Third, in conjunction with the international financial institutions and the countries in the region, 
we are looking at ways to accelerate the pace of comprehensive corporate and financial 
restructuring in countries where there is a systemic problem -- notably in Asia where the severe 
indebtedness of both the financial and corporate system is a serious barrier to recovery and where 
addressing the overhang of domestic debt is essential. This was also an important area of 
discussion between the President and Prime Minister Obuchi. 

Fourth, we are also working with the Multilateral Development Banks to provide increased social 
safety nets in the countries in crisis to help the least advantaged citizens in those countries who 
are experiencing hardship. As the President said last week, "if we want these countries to do 
tough things, we have to protect the most defenseless people in the society and we have to protect 
people who get hurt when they didn't do anything wrong." 

Finally, the unacceptably large number of major financial disturbances we have seen in recent 
years suggests a need to give very serious thought to how the global financial system and its 
institutions function with respect to preventing and responding to crises. This has been an 
important preoccupation since the Naples Summit and has as a crucial element the bringing 
together of both traditional and newer players on the international financial scene. 

Last year, under President Clinton's leadership, we launched an intensification of this effort by 
convening a meeting in April of a broader grouping of 22 countries, including key developing 
and emerging economies. Last week, he asked that Chairman Greenspan and Secretary Rubin 
chair a second meeting of finance ministers and central bankers early next month to continue the 
work undertaken by this grouping and to expand the reach of its efforts. At the April meeting, 
ministers and governors created working groups that will shortly be coming forward with 
concrete proposals for change in three areas. 

First, increased transparency and disclosure. Mr Chairman, if one were writing a history of the 
American capital market I would suggest to you that the single most important innovation shaping 
that capital market was the idea of generally accepted accounting principles. We need that 
internationally, and we need it at the level of individual companies and financial institutions. 
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Crucial issues here include: ensuring that markets and policy makers have an accurate 
understanding of the true reserve position of governments and the scale and maturity of a 
country's external obligations; measures to increase openness about the underlying policy 
process in individual countries; and steps to make the private sector more open in a world in 
which a single financial and corporate institutions may have substantial cross-linkages with 
markets and institutions overseas. 

Second, concrete proposals for how best to strengthen domestic financial systems and put in 
place the legal and regulatory infrastructure to realize the opportunities of open capital markets 
while handling the risks. This means "best-practice" models for supervising financial institutions 
for developing a strong credit culture, including effective risk management procedures, and it 
means finding the best ways to bring together the World Bank and IMF to help countries in their 
efforts and for the international system to provide incentives for those efforts to be substantial. 

Third, concrete proposals for more effective burden-sharing arrangements in the response to 
financial difficulties, particularly at the domestic level, so as to reduce the scope for individual 
failures to become domestic, systemic failures -- and for national crises to become international 
ones. Among the crucial issues here are devising effective corporate insolvency regimes and 
developing more effective mechanisms and institutions for assuring that creditors and debtors are 
able to resolve problems fairly and cooperatively. 

Mr Chairman, I would expect that the review would also consider how the international financial 
institutions' structure and programs can best be adapted to the kinds of crisis we have seen in 
recent years. Here there is a growing consensus on a number of points: 

• the IMF needs to be more transparent. Thanks in large part to our persistent efforts within 
the institution, there have been some real gains in transparency, though we agree that the 
work is far from over. For example, nearly 100 countries have now published Board 
summaries of their annual economic reviews with the Fund, and Letters of Intent detailing 
the IMF's programs with countries have been published for all of the recent crisis 
programs in Asia, Russia and Ukraine. 

• the IMF needs be more accountable for its policies and programs. Again, an important 
step has been taken with the introduction of external evaluations of key IMF policies, the 
first of which was published earlier this year. But further progress will be needed. 

• the IMF needs to be in a position to deal with a new kind of crisis -- one that is a capital 
account emergency rather than a trade account emergency. Here we have made a good 
start with the creation of a new Supplementary Reserve Financing facility to let the IMF 
lend at premium rates in short-term liquidity crises and improve borrower incentives, a 
mechanism that grew out of recent developments in Asia and has played a major role in 
the IMF's assistance to the region. 
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• growth needs to be a priority in IMF programs. While sacrificing stability is never right. 
we have seen that the political sustainability of reform depends on it being designed in a 
way that can show results. Questions of tax policy, structural reform, social safety nets, 
curbing corruption and the appropriate treatment of workers will all bear on the issue of 
growth in some cases. All of these debates must feed into broader questions of program 
design in such circumstances, including the difficult questions of balance that I 
mentioned earlier. 

• and in its surveillance the IMF needs to be focused on issues bearing on the safety and 
sustainability of capital flows. This goes to factors such as the quality of the legal and 
regulatory infrastructure underpinning the domestic financial system, standards of credit 
management and financial disclosure, and the nature and scale of a country's foreign 
exchange exposures. 

More broadly, there are a range of ideas for reform of exchange rate regimes, the ways in which 
capital flows or financial firms are regulated, or the creation of new institutions, which may be 
important to explore. The task is not to deny the benefits of open, truly global capital markets -
but to work out the best set of policies (international and domestic) for ensuring these are safe 
and sustainable. 

IV Concluding Remarks 

Mr. Chairman, these are immensely challenging times in the global economy. But one thing is 
clear: United States leadership has been indispensable during this crisis and our economic well 
being and national security are critically at stake. We have pursued a sound and coherent 
strategy, in concert with the IMF and our economic partners, while adjusting judgments and 
programs when circumstances warranted. 

Looking forward, as Secretary Rubin has said, the key is for all countries to work together and 
meet our respective challenges. For the countries in crisis, that means sustained adherence to 
sound reform programs. For the major industrialized nations that means cooperating to spur 
global growth. In particular, in Japan, the world's second largest economy, it means 
implementing the policies needed to repair the financial system and achieve sustained domestic 
demand-led growth. 

Finally, for the United States it means continuing to pursue sound policies at home to maintain 
our strong economy. Most immediately, it means the imperative of approving full funding for 
the IMF, which is needed for our own prosperity as well as for the rest of the world's. In so 
many ways, the world's response to these crises looks set to determine the shape of the global 
economic system of the next century. Yet our capacity to be influential on these issues will be 
very much related to whether we meet our obligations to the IMF today. Thank you. I would now 
welcome any questions. 
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UNDER SECRETARY OF THE TREASURY (DOMESTIC FINANCE) 
JOHN D. HAWKE JR. 

SENATE COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS 

Mr. Chairman, Senator Sarbanes, and members of the Committee, it is a great" honor 
for me to appear before you today as you consider my nomination to serve as the 28 th 

Comptroller of the Currency. Having the opportunity to work with this Committee and its 
excellent staff over the past 3-112 years that I have served as Under Secretary of the Treasury 
for Domestic Finance has been a real privilege for me, and I look forward to continuing that 
relationship. 

Being nominated to this important position would be an honor for anyone, but it has a 
special and very personal significance for me. Thirty-six years ago, when I joined myoId law 
firm as a young associate, one of my first assignments was to work with the great Thurman 
Arnold in litigating a case against the Comptroller of the Currency, James Saxon. There were 
only 25 lawyers in the firm at the time, so even new lawyers got important assignments, and 
one of my early tasks was to take the deposition of Comptroller Saxon. I will never forget 
coming into his office in the main Treasury Department building - it was the first deposition I 
had ever taken - and being lectured about the fundamentals of bank regulation by Mr. Saxon -
who has long been one of my heroes - while the firm's partners waited in terror to see what 
chaos I would create. 

I eventually won the case, and that branded me as the banking lawyer in our then small 
firm. As a result, my professional career got channeled into a field of practice that has 
provided great challenges and enormous satisfaction. Over the years following that early case, 
I have spent much of my professional life working with and studying the Office of the 
Comptroller - as a lawyer representing clients, as General Counsel of the Federal Reserve, as 

a Treasury official, 
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and as a law teacher. I have developed great regard for the Office, for its history and 
accomplishments, and I have come to know through first hand experience what- a tremendously 
talented and dedicated group of men and women the Comptroller's Office has been fortunate to 
attract. 

While the banking industry is in excellent condition today - earnings and capital are at 
all time highs - there are significant challenges ahead. Turmoil in the world's financial 
markets, the incipient threat of deterioration in credit quality, the difficult challenges of the 
Year 2000 conversion, developments in technology and electronic delivery systems, the 
continuing need to assure fair access to credit and financial services for all Americans, the 
changing structure of our banking and financial services system, all require careful attention 
from bankers, bank supervisors and legislators. 

Surely the first priority for any new Comptroller must be to ensure the continued safety 
and soundness of the banking system. With a cadre of bank examiners that is second to none 
in quality, and with the strong supervisory tools that Congress provided in the Federal Deposit 
Insurance Corporation Improvement Act of 1991, I am confident that the Office can continue 
to address this priority effectively. From my experience in the private sector, I know how 
important it is to the supervisory process to ensure that banks have strong and effective internal 
controls, and this will be a continuing focus for me. 

In addition, I intend to continue the excellent work that the OCC started in the area of 
electronic banking and commerce. My experience at Treasury with the EFT '99 project has 
led me to become particularly interested in exploring ways national banks can provide. 
affordable electronic accounts to those Americans who receive regular monthly checks, but 
who do not use bank accounts because the traditional paper-based checking account is ill-suited 
for them. And while electronic banking offers great advantages for many citizens, we must be 
concerned about how banking services can continue to be delivered to our inner cities, where 
too often the only financial services available are provided by high cost check cashing 
operations and finance companies. 

Finally, I would like to assure that even as we see greater consolidation among large 
banks we pay attention to the needs of community banks, which will continue to be the 
backbone of our banking system. I am a very strong believer in the dual banking system, and 
I believe it is important for the health of that system that the national bank charter remain a 
viable and attractive choice for community banks. 

I earnestly hope that my experience in this field over the past 36 years will enable me 
to make a contribution in dealing with these issues, and I look forward to a continued and 
productive association with this important Committee. 

I would be pleased to respond to any questions you may have. 
-30-
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TREASURY DEPUTY ASSISTANT SECRETARY MICHAEL S. BARR 
HOUSE COMMITTEE ON BANKING AND FINANCIAL SERVICES 

Chairman Leach, distinguished members of the Committee, it is a pleasure to speak with 
you today about the PRIME Act (H.R. 4179), which has been introduced by Senators Kennedy 
and Domenici in the Senate, and by Representative Rush in the House. The bill authorizes the 
Treasury Department's Community Development Financial Institutions (CDFI) Fund to provide 
valuable support to micro-enterprise organizations and micro-entrepreneurs. I am pleased to be 
joined by Ellen Lazar, the Director of the CDFI Fund. 

Overview of The CDFI Fund 

Before discussing the PRIME Act, I want to give you some background on the CDFI 
Fund. The CDFI Fund is a critical component of our strategy to promote private sector growth in 
economically distressed areas, and to help bring low income Americans into the economic 
mainstream. 

CDFIs are specialized financial institutions that meet the needs of under served 
communities and populations. They include credit unions, microenterprise funds, development 
banks, and equity or loan funds that share this common mission: providing financial services to 
people and communities typicalIy overlooked by traditional financial providers. For many years, 
institutions such as these have defied conventional wisdom by making loans to people that could 
not get financing elsewhere, and these borrowers have repaid with interest. CDFIs are often 
pioneers in their local banking community because they make financially sound loans to the 
homeowners, small business, and nonprofits that do not fit conventional lending norms. CDFIs 
make these pioneering loans based on their intimate market knowledge and intimate customer 
knowledge; they simply choose to focus on the particular market segment of underserved 
borrowers. In so doing, CDFls demonstrate to traditional lenders that these are viable markets. 
CDFls literally expand the reach of the private sector marketplace. 
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With COFIs, we have a new, more market-driven approach to community development. 
By filling market niches and drawing mainstream financial institutions into low income 
communities through partnerships, CDFls help to make our financial system work better for all of 
us. 

The role of the CDFI Fund is to strengthen these institutions and to help new ones to 
grow. The CDFI Fund runs several programs: the core CDFI program, which provides equity, 
loans and grants directly to COFIs; the Bank Enterprise Awards (BEA) program, which funds 
financial institutions that increase their lending and other financial services in distressed 
communities; third, a technical assistance program aimed at bolstering the capacity of CDFIs 
themselves; and finally, the Presidential Awards for Excellence in Microenterprise Development. 
In addition, the Fund will soon also provide a training program directly to microenterprise 
organizations. The CDFI Fund's approach is to help foster the formation and growth of 
permanent local institutions that provide development finance. These programs are 
complementary and mutually reinforcing. By working through local institutions, these programs 
respond to communities' individual needs, rather than imposing a one-size-fits-all solution. 

Thus far, in its Core Program, the Fund has awarded nearly $80 million to 81 COFIs 
around the country. The Fund expects to award over $40 million more by the end of this month. 
The leveraging of the Fund's investment is strong, requiring at least a one-to-one match with non
Federal dollars. And the COFIs, in turn, further leverage these federal dollars by raising deposits, 
or partnering with other lenders in any given loan. 

The program is still young, but we are already seeing signs of success. For example, 
the CDFI Fund's $3 million investment has already enabled Self Help of North Carolina to 
effectuate $24 million in home mortgage and commercial loans. Over the next five years, Self 
Help estimates that the CDFI Fund's award and matching funds will enable Self Help to provide 
more than $100 million to finance affordable housing and small business loans over and above 
what Self Help could have done without the Fund's investments. . 

Under the Bank Enterprise Awards program, more banks and thrifts than ever before are 
reaching out to their communities and investing in COFls, and a number of banks have focused on 
micro-enterprise strategies. This year, the Fund received 104 applications, a 40 percent increase 
over last year's applications. The Fund's $30 million in BEA investments have already leveraged 
$273 million in bank investments and support. 

Though the CDFI Fund has accomplished much in a short time, as with any new 
organization, there have been some growing pains. In my judgment, we have dealt with those 
problems thoroughly and effectively, and they are behind us. With important insight and advice 
gained from the Subcommittee on Government Oversight of this Committee, the Fund 
significantly strengthened itself over the last year. We are moving this program forward with the 
leadership of Ellen Lazar and her team, who bring to the job many years of experience in 
community development, dedication, discipline, and energy. 
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In sum, Mr. Chairman, the CDFI Fund has a strong management team in place with the 
necessary skills and experience to ensure high standards of accountability and performance, the 
Fund has strict awards procedures and sound infrastructure in place, and the Fund is well
positioned to serve low-income communities across the country. As you know, the 
Subcommittee on Financial Institutions and Consumer Credit has reported out the Fund's 
reauthorization bill, for which we are grateful to Chairwoman Roukema and her colleagues, and 
we look forward to working with the full Committee on that legislation. 

The CDFI Fund's Support For Micro-enterprise 

Let me turn now to ways in which the Fund currently supports micro-enterprise. As 
mentioned, under its core CDFI program, the Fund provides grants, loans and technical assistance 
to strengthen the capacity of CDFIs, including micro-enterprise organizations whose primary 
mission is to provide financial assistance to low income borrowers or in low income communities. 
CDFI has provided approximately $8.3 million to micro-enterprise organizations thus far. For 
example, last year, the Fund provided a $250,000 grant to PPEP Microbusiness and Hou·sing 
Development Corporation in Tucson, Arizona, which focuses on low income entrepreneurs in 
rural areas. 

In addition, the Fund plays a leadership role in the micro-enterprise field through its 
Presidential Awards for Excellence in Microenterprise Development. These non-monetary 
awards highlight best practices in key areas, including innovation, access to credit, poverty 
alleviation, and public or private support for micro-enterprise development. The first awards 
were made to seven organizations in January, 1997. One award winner, for example, Cascadia 
Revolving Loan Fund in Seattle, Washington, has made over $7 million in loans, with losses under 
1 percent annually, and 90 percent of the businesses it has financed are still in existence. Cascadia 
is now financially self-sustaining and a permanent resource in its community. The Fund will make 
a second round of Presidential awards this fall. 

Finally, the CDFI Fund, by Executive Memorandum, has been charged with the 
coordination of micro-enterprise programs across the federal government. The Fund has begun 
that effort, which we believe will further strengthen support for micro-enterprise and will bring 
increased benefits for micro-entrepreneurs in the years ahead. 

The PRIME Act 

I will turn now to the PRIME legislation. In our judgment, the PRIME Act fills a critical 
gap in funding for training, primarily for low-income microentrepreneurs and also for training 
micro enterprise organizations. We support the goals of the PRIME Act and believe that technical 
assistance is needed by the industry. As Director Lazar will explain more fully, we believe that 
the PRIME Act could leverage the CDFI Fund's strengths in building the capacity of local 
institutions to serve local communities. The PRIME Act would give authority to the CDFI Fund 
to build the capacity of micro-enterprise development organizations that primarily focus on 
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providing training and technical assistance to micro-entrepreneurs. 

As you know, while capital is critical for any small business to grow, it is not enough. 
Often, the difference between success and failure for any business is the availability of sound 
business advice, particulary for low-income microentrepreneurs. And such assistance is hard to 
find. As Senator Domenici said, on introducing this legislation in the Senate, "Starting one's own 
business is a part of the American dream, and, as every entrepreneur knows, it takes extraordinary 
dedication, creativity, and connections. There are sometimes overwhelming obstacles for would
be small business owners, but we believe a well-placed federal investment could go far in terms of 
encouraging more people to make the American dream a reality." 

The top priorities for the Fund for the next two years are to assure that its basic programs 
are running smoothly and effectively, and that the Fund has satisfactorily addressed the issues 
raised in the oversight committee's report and last year's audit. I think the Fund has made 
enormous progress in all of these areas. We would not want the Fund's management to be 
diverted until we are completely comfortable that we have achieved these priorities. Should 
Congress enact this program, however, we feel confident that the CDFI Fund would be prepared 
to take on additional activities. 

Conclusion 

Mr. Chairman, the Fund's vision for stimulating private sector investment in distressed 
areas makes sense, and the Fund's investments are beginning to make a difference in people's 
lives. Since its inception, CDFI has enjoyed bipartisan support. I look forward to working with 
all of you to enact the CDFI Fund's reauthorization so that CDFI can help more local 
communities across the country rebuild neighborhoods, create jobs, and restore hope. CDFI is a 
solid investment in the long-term economic well being of not only those communities, but all of 
us. 

Thank you very much. 
-30-
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(202) 622-2960 

TREASURY, EASTERN HIGH SCHOOL TO OPEN NEW LEGAL ACADEMY 

Treasury Secretary Robert E. Rubin will announce a partnership with Eastern Senior High 
School to open a new Law and Legal Services Academy at 10 15 am. on Friday, September 25, 
in Eastern's auditorium Eastern High School is located at 17111 & East Capitol Streets, HE 

Washington, D. C 

Through Treasury's Partnership in Education Internship Program, government officials 
will assist with the management of Eastern's Law and Legal Services Academy, develop academic 
curriculum based on school-to-work strategies and strengthen existing internship programs 
Additionally, Treasury will donate 87 computers to serve every classroom at Eastern. 

Secretary Rubin will be joined by Eastern Senior High School Principal Dewey Reeves 

and D.C Public Schools Superintendent Arlene Ackerman. 

- 30 -
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FOR IMMEDIATE RELEASE 
September 23, 1998 

NEWS 
Contact: Michelle Lynn Bonner 
(202) 622-2960 

RUBIN WELCOMES DEBT RELIEF FOR BOLIVIA 

Treasury Secretary Robert E. Rubin on Wednesday welcomed the World Bank and IMF 
decisions this week to qualifY Bolivia for final debt relief under the Heavily Indebted Poor 
Countries (HIPC) debt initiative. 

The HIPC debt initiative was designed to support sustainable development, economic 
reform and growth by reducing the debt burden of very poor countries, such as Bolivia, to a 
manageable level. 

Bolivia's strong record of economic reform since 1985 and the strength of its current 
economic program have qualified Bolivia for final relief only one year after being declared eligible 
for HIPC debt relief. Bolivia will no longer have to pay $760 million in debt service as a result of 
the global effort of all of its creditors, including the United States. This debt relief is in addition 
to the debt reduction already provided by the Paris Club, beginning in 1990 with a 33 percent 
reduction of eligible debt by Bolivia's bilateral creditors and followed by successively deeper debt 
reduction. HIPC debt relief will lower Bolivia's debt ~ervice as a share of exports from 26% in 
1997 to 19% in 1999. 

"I understand that the debt relief to be provided not only will lighten the debt burden but 
will enable Bolivia to intensifY social reforms by allowing an increase in social sector spending," 
said Secretary Rubin. Bolivia's social reform program is focusing on improving primary and 
secondary education and increasing spending on basic health, including maternal and child health 

programs. 

The United States was an early and strong advocate of the HIPC debt initiative, realizing 
that for a number of countries, despite continuing economic reform programs and 67% reduction 
of eligible Paris Club debt and commercial bank reduction, debt burdens would remain 
unsustainable For these countries, coordinated international relief linked to economic reforms, 
with international financial institutions and bilateral creditors both participating, is the key to 

achieving adequate debt relief 

Bolivia is the second country to qualif~1 for final HIPe debt relief: Uganda qualified in 
April this year. To date, Burkina Faso, Guyana, Cote d'Ivoire, Mozambique, and Mali also have 

been declared to be eligible for HIPC debt relief 
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COMMUNITY DEVELOPMENT FINANCIAL INSTITUTIONS FUND DIRECTOR 
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HOUSE COMMITTEE ON BANKING AND FINANCIAL SERVICES 

Chairman Leach, Congressman Lafalce and distinguished Members of the 
Committee, it is a pleasure to be before you today and represent the Community 
Development Financial Institutions Fund. I am Ellen Lazar. I have been the Director of the 
Fund since January of this year. Before I begin my testimony, I would like to introduce you 
to other members of the Fund who are with me: Maurice Jones, Deputy Director for Policy 
and Programs and Paul Gentille, Deputy Director for Management/ChiefFinancial Officer. 

The CDFI Fund was created to address critical community and economic 
revitalization needs of urban, rural and Native American communities. Our mission is to 
promote access to capital and local economic growth by investing in and supporting 
community development financial institutions (CDFls) and expanding banks and thrifts' 
lending, investment, and services within underserved markets. Today's distressed 
communities are faced with many challenges: moving families from welfare to work, . 
providing basic financial literacy skills, and training unskilled workers for jobs or to become 
self employed. The funding we provide, through a variety of programs, is making a 
difference in the lives of people that are often left out of the economic mainstream in this 
country. 

CDFI Program Overview and Principles 
The Fund's programs are built on several key principles: 

• stimulation of private markets is critical for rebuilding economically distressed areas; 
• building the capacity of community based institutions is essential for providing localities 

with the resources and tools necessary to serve underserved individuals; and 
• an initiative that promotes private sector strategies to achieve public policy goals must 

be based on performance and maximizing impact. 
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Currently, the Fund operates four programs that collectively further these principles: 
the Community Development Financial Institutions (CDFI) Program; the Bank Enterprise 

Award Program; the Technical Assistance Program; and the Presidential Awards for 
Excellence in Microenterprise Development. These programs are run through a competitive 
process much like the proposed PRIME Act legislation. 

The CDFI Program seeks to stimulate markets and spark economic activity by 
funding organizations that emphasize private sector market discipline. COFIs include a 
number of different kinds of organizations, for profit and nonprofit, regulated and 
unregulated. These include community banks, community development loan funds, social 
venture capital funds, community development credit unions and microenterprise funds. 
The Fund makes investments in, and provides technical assistance to, CDFIs. These 
organizations provide financing for a host of activities including development of affordable 
housing, community facilities and small business ventures. The Fund began making awards 
to CDFIs in 1996. During its 1996 and 1997 rounds, the Fund awarded a total of$77.6 
million through the CDFI program to over 81 CDFIs, including microenterprise funds, 
serving urban, rural and Native American communities. These investments will leverage 
new capital and generate new community development activity over the next several years. 
The 1998 Award round is currently underway. By the end of this month, the Fund expects 
to award over $40 million in to more than 40 entities. 

The Fund builds the financial capacity of CDFIs by providing financial assistance in 
the form of equity investments, grants, loans or deposits to enhance their capital base - or 
the financial muscle -of the organizations to make loans, investments, provide technical 
assistance or otherwise address unmet community development needs. The Fund also 
provides grants for technical assistance, to help the organizations develop the skills they 
need to further their development objectives. Over the past two years we have provided 
close to $2 million in funding to approximately 25 organizations for technical assistance. 

In addition to CDFls, traditional financial institutions playa key role in community 
development lending and investing. The Bank Enterprise Award (BEA) Program stimulates 
private sector markets by providing incentives for banks and thrifts to increase-their 
investments in CDFls and to increase their community development lending, investment and 
service activities within distressed communities. In 1996 and 1997, the CD FI Fund made 92 
awards totaling $30 million under the BEA Program. In 1998 we expect to award 
approximately $30 million to approximately 80 institutions. The Program has attracted 
significant financial and technical assistance to CDFIs, including microenterprise _ 
organizations, and loans, investments and services within high poverty neighborhoods. 
Program participants have included a wide range of institutions - national banks, state 
chartered commercial banks, Federal savings banks and thrifts, mutual savings banks and 

credit card banks. 

This year the Fund launched a new initiative to build the organizational capacity of 
CDFIs. This initiative is a technical assistance program that will provide grant monies to 
CDFIs, particularly young and relatively small ones, for capacity building activities. We 
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received applications from over 110 organizations throughout the country requesting over 
$7 million in funding. We expect to award over $3 million to approximately 70 
organizations by the end of this month. A second capacity building initiative, to be launched 
in FY 1999, is a new training program that will enhance skill development among CDFls 
and other members of the financial services industry that engage in community development 
finance activities. The Fund expects to provide up to $15 million in FY 1999 for this 
program. 

The Fund also encourages excellence in performance within the microenterprise 
industry by identifYing and promoting best practices. The Fund's Presidential Awards for 
Excellence in Microenterprise Development is a non-monetary program that recognizes and 
seeks to bring attention to organizations that have demonstrated excellence in promoting 
microentrepreneurship. By recognizing outstanding microenterprise organizations, the 
Presidential awards seek to promote sound practices and bring wider public attention to the 
important role and successes of microenterprise development especially in enhancing 
economic opportunities among women, low-income people, and minorities. The first 
Presidential Awards for Excellence in Microenterprise Development were made in January 
of 1997. We expect to make the 1998 awards later this year. 

The PRIME Act 

The proposed PRIME program would be compatible with the Fund's mission and 
current programs. The Fund's current programs focus on providing financial and technical 
assistance to community-based organizations that pursue their community development 
objectives primarily through making loans and investments in distressed communities. The 
PRIME Act proposes to provide technical assistance to a range of microenterprise . 
organizations that employ training-led microenterprise development strategies. 

The proposed legislation establishes a competitive grant program based on the 
Fund's authorizing statute. The Act's key focus -- technical assistance and training for 
microenterprise development organizations and low income entrepreneurs - is consistent 
with the Fund's community development mission. The Act's emphasis on research and 
development to further best practices in microenterprise training and technical ,assistance 
and their outcomes or impacts accords with the Fund's efforts thus far under the Presidential 
Awards for Excellence in Microenterprise Development. 

The PRIME Act requires that all assistance be matched with funds from sources 
other than the Federal government. This matching funds requirement is also a key 
component of the Fund's CDFI Program. The leveraging of private sector investments with 
Federal dollars has greatly enhanced the capability of the organizations that we invest in. 

The Federal Government's Involvement In Microenterprise 

The Presidential Awards for Excellence in Microenterprise Development was 
successfully launched in 1997 and seven awardees were recognized in four categories 
illustrating best practices in the field of microenterprise development. 

The Interagency Workgroup on Microenterprise Development was formally 
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launched in July. 1998. The CDFI Fund is co-chairing this endeavor with the SBA. The first 
meeting included 40 people representing 12 agencies. We have established three working 
committees: Policy; Regulatory; and Education. We take seriously the commitment to 
ensure that the agencies better coordinate amongst themselves. It is our intention to provide 
the public better access to information about these federal programs. Along with other 
objectives. we hope to establish a common definition of "microenterprise" amongst the 
federal agencies. And most importantly, we will work to ensure that our programs do not 
duplicate or undermine each others' efforts. 

Several agencies within the Federal government currently run microenterprise 
programs. They include the Small Business Administration (SBA); the Department of 
Agriculture; Health and Human Services; and Housing and Urban Development. Most of 
these programs are credit-led or finance programs; however, both SBA and the Fund also 
provide technical assistance. SBA's microloan program links technical assistance with a 
loan program and also provides technical assistance both to enable microbusinesses to 
obtain private sector funding and to encourage capacity building within microenterprise 
organizations. PRIME would increase the availability of funds for technical assistance and 
training, thus providing increased access to this important and necessary tool to support the 
federal government's efforts to assist microenterprises. 

The PRIME Act would create a new program within the federal government that is 
specifically dedicated to building a network of non profit community based institutions that 
can provide training and technical assistance to low income entrepreneurs. Its focus, on 
non-profit community based organizations. serving low-income entrepreneurs is consistent 
with the goals of the Fund and other Federal microenterprise initiatives - building 
community based organizations to serve low-income people and communities. 

Thank you for this opportunity to tell you about the CDFI Fund's programs and our 
thoughts about the PRIME Act. I would be very pleased to respond to any questions. 
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Contact Maria Ibanez 
(202) 622-2960 

STATEMENT OF TREASURY SECRETARY ROBERT E. RUBIN ON 
THE NEW IRS MISSION STATEMENT 

The new IRS mission statement reflects the agency's commitment to treat taxpayers fairly 
and collect our nation's revenue efficiently and effectively 

Since the passing of the IRS Restructuring and Reform Act, the IRS has taken bold steps 
to become more customer-focused and customer-oriented by implementing Problem-Solving 
Days, Citizen Advocacy Panels, expanded electronic filing programs, and the Innocent Spouses 

Relief Act. 

I commend the IRS for their continued efforts to ensure that every American taxpayer 

comes first and receives fairness and quality customer service 
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Contact: Michelle Lynn Bonner 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

President Cardoso's speech on Wednesday, which highlighted fiscal adjustment and 
reform as Brazil's national economic priority, is very encouraging. It is also encouraging that his 
Administration is accelerating work on a strong fiscal plan, and that Brazil's congressional 
leadership has indicated its willingness to consider key elements of this plan on an expedited basis. 

We are in close touch with President Cardoso, his economic team and other international 
partners about how the international financial community can be helpful. Brazil's prosperity and 
financial stability is critically important to the United States and to the Americas more generally. 
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TREASURY SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
September 23, 1998 

CONTACT: Office of Financing 
202-219-3350 

RESULTS OF TREASURY'S AUCTION OF 2-YEAR NOTES 

Interest Rate: 4 1/2% 
Series: AH-2000 
CUSIP No: 9128274RO 

Issue Date: 
Dated Date: 
Maturity Date: 

September 30, 1998 
September 30, 1998 
September 30, 2000 

STRIPS Minimum: $400,000 

High Yield: "4.615% Price: 99.783 

All noncompetitive and successful competitive bidders were awarded 
securities at the high yield. All tenders at lower yields were 
accepted in full. 

Tenders at the high yield were allotted 71%. 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Type Tendered Accepted 

Competitive 
Noncompetitive 

PUBLIC SUBTOTAL 

Federal Reserve 
Foreign Official Inst. 

TOTAL 

$ 

$ 

34,750,025 
1,163,012 

35,913,037 

2,241,50U 
2,000,000 

40,154,537 

$ 

$ 

Median yield 4.600\: 50% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Low yield 4.510%: 5% of the amount of accepted competitive 
tenders was tendered at or below that rate. 

Bid-to-Cover Ratio; 35,913,037 / 15,002,912 2.39 
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13,839,900 
1,163,012 

15,002,912 

2,241,500 
2,000,000 
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U.S. TREASURY AND FEDERAL RESERVE ISSUE NE\V $20 NOTE 

Treasury Secretary Robert E. Rubin and Federal Reserve Board Chairman Alan Greenspan 
today announced the issuance of the redesigned $20 note, which includes new and modified security 
features to deter counterfeiting of U. S. currency. 

Secretary Rubin and U.S. Treasurer Mary Ellen Withrow marked the issuance of the new notes 
in a ceremony at Treasury's Cash Room in Washington, D.C. More than two dozen regional events 
hosted by Federal Reserve banks and branches and major retailers were also conducted around the 

country. 

"We have introduced a series of features that greatly raise the hurdle for counterfeiters," 
Secretary Rubin said. "Together these features amount to a fomlidable tool, and make spotting a 
counterfeit note easier than ever. For them to be effective, it is important that people stop for a moment 
to look for the new features." 

The new $20 will replace older notes gradually, and older series $20 notes still in good 
condition will be recirculated. About $83 billion worth of $20 notes is currently in circulation, 80 
percent of those in the U.S. More than $450 billion worth of U.S. currency circulates around the 

globe. 

The Series 1996 $20 note is the third U.S. currency note to be redesigned to lllclude new anc.: 
modified security features. New $10 and $5 notes arc expected to he Issued ~lll1ultal1e()ll~l} If1 200n. 
and a new $1 note with a more modest redesign will follow 

"\Ve are confident that the introduction of this tlmd ledesigiled !lULl.' \', III he ~l\ \m!l[h d'. [h.~· 

of the £100 and $50 notes," Chairman Greenspan scllcl '()lder Il()te\ will I)()[ be le(dlkd ''I d~\dlllL,: 

All existing notes \ViII continue to be legal tender." 

Like the Series 1 996 $100 and $50 notes introduced since llfl)(l. the 11\.'\\ :i>21) !l()le iL\~ d 

familiar appearance. The size, color and historical subjects have not changed It ~!IS(l II1C 11 r[" lTd['~' 
several security features that have proved effective against would-be COlll1lerkllcr:-; ;\ w;ltcrmark 
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enhanced security thread; fine-line printing patterns; color-shifting ink; and a large~, off-center 
portrait that is the most noticeable change in the overall architecture of the note. There are also two 

features for the blind and visually impaired. The new $20 note includes a capability that will allow 
the development of technology to help the blind ascertain the denomination of their currency. In 
addition, the $20 and $50 notes have a large numeral on the back that make the notes easier for 

millions of Americans with low vision to read. 

The continuing introduction of redesigned notes is a critical component of the Federal 
government's anti-counterfeiting effort. The new series aims to maintain the security of the nation's 
currency as computerized reprographic technologies such as color copiers, scanners and printers 
become more sophisticated and more readily available. The $20 note is the most frequently 
counterfeited note in the United States. 

Since the $20 note is so widely used in daily commerce and most frequently dispensed by ATMs, 
broad nationwide recognition of the new note when it is introduced will minimize apprehension on the part 
of the public. A public education campaign now underway encourages the public and people who handle 
cash every day to become familiar with the design and security features of the new notes. Retailers and 
financial institutions are educating their employees and customers by sending posters to their outlets, 
training cashiers, offering pamphlets to the public, and including information about the new note in 
advertising circulars and on shopping bags. More than 100 constituency organizations have helped reach 
small business owners, loss prevention managers, visually impaired and older Americans, and others with 

a stake in the new note's introduction. U.S. embassies and consulates are using materials translated into 

15 languages to conduct localized education outreach to ensure that local users of U. S. currency as well 
as financial institutions are prepared for the issuance of the new note. 

Fact sheets on the new note, the history of U.S. currency and related agencies are 
a vailable at http:/hvH''tv. nzoneyJactory. com. 
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"FEDERAL HOME LOAN BANKS" 
ASSISTANT SECRETARY OF THE TREASURY (FlNANCIAL INSTITUTIONS) 

RICHARD S. CARNELL 
HOUSE SUBCOM1\flTTEE ON CAPITAL MARKETS, SECURITIES AND 

GOVERNMENT SPONSORED ENTERPRISES 

I. Introduction 
Mr. Chairman, Mr. Kanjorski, Members of the Subcommittee. I appreciate this 

opportunity to present the Treasury's views on the investment practices of the twelve Federal 
Home Loan Banks, which I will refer to collectively in my statement as the System or the 
Bank System. 

Today's hearing is one of a series of hearings and bills that you, Mr. Chairman, have 
initiated in this difficult area. While FHLBank issues may attract little notice from the general 
public, the issues are of great importance and the financial stakes are high. We at the Treasury 
commend the leadership that you, Mr. Kanjorski and others on this Committee have 
demonstrated in pursuing FHLBank reform legislation. 

As I believe our testimony and the General Accounting Office's testimony will show, 
there is much about the Federal Home Loan Bank System that warrants scrutiny. At the same 
time, the Bank System does some good, and there is more that it could do. 

As you have requested, Mr. Chairman, today I will describe the Treasury's view of 

FHLBank investments. 

Last year the FHLBank System issued over $2 trillion of debt securities. During the 
first half of this year, the System issued $1.2 trillion in debt securities and replaced the 
Treasury as the world's largest issuer of debt. As of June, 1998, the System had $329 billion 

in debt outstanding. 
RR-2705 
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Most of this debt is short-term, and thus poses less risk than the numbers might 
suggest. Yet we must ask why the System issues so much short-term debt -- debt that receives 
favorable treatment in the marketplace because of the System's government sponsorship. 
Almost all of the short-term debt issued is used to either make short-term advances (Le., loans 
to members) or to make short-term investments. The issue I want to focus your attention on 
today is the System's investments. Why is the Federal Home Loan Bank System issuing 
billions of dollars in debt securities only to reinvest the proceeds in other short-term capital 
market instruments? 

The answer is that the FHLBanks are using their government sponsorship to benefit 
their shareholders even if doing so may not necessarily serve the Bank System's public 
purpose. Since government sponsorship permits the FHLBanks to borrow at subsidized rates, 
most of their investments constitute an arbitrage of credit flows in the capital markets -
borrowing funds in the capital markets at below-market interest rates and investing them in 
securities at market interest rates. In short, the FHLBanks are doing what any rational 
capitalist would do: using every available advantage to maximize profits. 

We do not believe that the System's public purpose -- promoting housing finance by 
providing access to capital for home lenders, particularly community banks and thrifts -- can 
justify the System's current debt issuance and investment activity. 

To fully appreciate how these activities fail to serve the FHLBank System's public 
purpose, one must take a moment to understand why the System was created and endures. 
Congress created the System during the Great Depression because thrifts lacked access to 
capital markets and therefore could not make long-term mortgage loans even to creditworthy 
borrowers. Anyone who has read or seen The Grapes of Wrath remembers the tragedy of Dust 
Bowl residents unable to refinance when their five-year mortgages came due. The System 
rested on the following logic: by providing long-term funding to thrifts -- which were then 
exclusively engaged in mortgage lending -- it would encourage those thrifts to make more 30-
year, fixed-rate mortgages to creditworthy borrowers. 

But much has changed since 1932. The Great Depression is long past. Capital markets 
have become far better developed. An enormous secondary market for mortgages, which was 
non-existent in the 1930s, now readily enables banks and thrifts to sell mortgages and use the 
proceeds to make new loans. Meanwhile, thrifts have become full-service retail financial 
institutions, with activities that go well beyond home mortgage lending, and banks have gained 
access to the System. Thus there is much less assurance today that FHLBank funding. will 
actually result in greater mortgage lending -- as opposed, for example, to more commercial 

lending or derivatives trading. 

We view the lack of assurance that FHLBank advances will be used to fund mortgage 
lending as a fundamental problem with the System. But a key fact I wish to emphasize today 
is that currently 38 cents of every dollar raised by the System is never even lent to banks and 
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thrifts, where it could be used for residential mongage lending. Instead, the FHLBanks simply 
reinvest those funds in higher yielding securities in order to earn an arbitrage profit. 

As I will explain, no valid public purpose, including the need for the System to pay 
obligations associated with the savings and loan debacle, can justify the System's current level 
of arbitrage profits. A look at the System's balance sheet makes clear that it is using these 
profits to attract and retain as System members those larger depository institutions that have no 
need for government-subsidized liquidity. In other words, the System is conducting 
government-subsidized arbitrage to attract -- through high dividends or low-cost overnight 
funding -- depository institutions that have ample access to other funding sources. 

In sum, we believe that by limiting the System's debt issuance and through other 
reforms, Congress ought to focus the System on its public purpose. FHLBank advances have 
remained an important source of funds for residential housing finance, particularly for 
community banks and thrifts that hold mortgage loans in portfolio. The FHLBanks have also 
provided member institutions with a reliable source of funds, the ability to better manage 
interest rate risk, and the tools to stay competitive in the residential housing finance market. 

In the 1990s, the System's Affordable Housing Program and Community Investment 
Program have expanded credit opportunities for lower-income communities. Moreover, at a 
time when FHLBank members, including small community banks, have ready access to the 
capital markets to fund standardized (or "cookie cutter") home mortgage loans, the System 
should increasingly focus its use of government subsidized advances on meeting more difficult 
affordable housing and targeted community development needs that are not being effectively 
met by other market participants. To that end, we support expansion of the AHP, eaSing 
membership rules for small institutions, and allowing advances to be used for targeted 
community development lending. We also support giving community development financial 
institutions that are ineligible for System membership access to advances as nonmember 
mortgagees on the same basis as state housing agencies. But for these ends to be served, the 
System needs to be reformed, and its arbitrage practices ended. 

I would now like to describe (1) the extent of the System's investment arbitrage; (2) the 
reasons the System has offered for its arbitrage activity, and why those reasons are a departure 
from the System's public purpose; (3) the questionable statutory authority for these 
investments; and (4) what we believe should be done to stop this abuse of the System's 
government sponsorship. 

ll. FHLBank Investments are Not Necessary for the System's Public Purpose 
Since the early 1990s, the System has been increasingly borrowing funds in the capital 

markets and investing them in other marketable securities. 
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• As of June 30, 1998, the FHLBanks' investment portfolio stood at $143 billion, or 43 
percent of the System's outstanding debt and 38 percent of the System's total assets. 

• Two of the 12 FHLBanks had over 50 percent of their assets in investments, and 9 out 
of 12 had ratios of investments to total assets that exceeded the System's 38 percent 
average. 

Note what this means in practice: at some FHLBanks, fully half of the money raised at 
government-subsidized rates is never advanced to the System's member banks and thrifts. 
Note what else this means: other FHLBanks can attract and retain members by sticking 
primarily to advances, not arbitrage investments. 

Mortgage-backed securities account for 35 percent and Federal funds (short-term loans 
between financial institutions) account for another 36 percent of total System investments. The 
FHLBanks' other investments include commercial paper, U.S. government and agency 
securities, and reverse repurchase agreements. These securities and marketable financial 
instruments trade in deep and liquid markets. In short, the System does not advance its public 
purpose by purchasing such securities. 

In reviewing FHLBank investments, we have examined the arguments commonly 
presented to justify those investments, and find them unpersuasive. 

The three primary arguments are as follows: 

• First, that investments are necessary to ensure that the FHLBanks have adequate 
liquidity. 

• Second, that investments are necessary to produce income to pay System obligations 
associated with the savings and loan debacle. 

• Third, that investments are necessary to generate dividends sufficient to keep members 
from leaving the System. 

A. The System's Government Sponsorship Gives the FHLBanks Immediate Access to 
Market Liquidity 
The FHLBanks often argue that they need their large investment portfolios to maintain 

adequate liquidity -- i.e., to hold assets sufficiently marketable that they can easily be sold to 
meet unexpected demand for advances from members. The inherent characteristics of the 
System's government sponsorship and the sheer size of the System's debt issuance renders an 
argument based on liquidity difficult to understand. 
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Government sponsored enterprises (GSEs) by definition have ready access -- indeed, 
preferential access -- to capital markets and therefore do not need to hold liquid funds. In 
view of the System's government sponsorship, I investors give preferential treatment to the 
FHLBank System's debt obligations. These obligations -- known as consolidated obligations 
because each FHLBank is jointly and severally liable for them -- carry a disclaimer stating that 
they are not guaranteed by, or otherwise an obligation of, the federal government. Yet the 
market prices for these securities, and the fact that the market does not require them to be 
rated by a national rating agency, suggest that investors believe the government implicitly 
guarantees these securities. This perception of an implicit guarantee -- growing out of the 
numerous ties between the FHLBank System and the federal government -- enables the System 
to borrow at near-Treasury rates, rates cheaper than those paid by even by AAA-rated private 
firms. 

Another conceivable argument for the FHLBanks' investment portfolio is that the 
FHLBanks should be able to issue consolidated obligations to lock in favorable long-term 
interest rates, and then temporarily invest the proceeds until members borrow the money. 
Such a strategy, of course, may entail significant interest rate risk. However, such an 
approach does not appear to explain the System's investment activity. The System' s i~suance 
of consolidated obligations overwhelmingly consists of short-term discount notes, many with 
overnight maturities. In 1997, of the System's $2.1 trillion in debt issuance, over $1.5 trilli01 
or 73 percent, were overnight issues. This debt issuance pattern hardly seems consistent with 
locking in favorable long-term funding for members, and it further illustrates the System's 
ample access to market liquidity. And the pattern of daily borrowing underscores that the 
FHLBanks can remain liquid without such large investment portfolios. 

1 As a GSE, the FHLBank System receives numerous benefits that enhance the 
market acceptance and the liquidity of its securities. These benefits include: 

• exempting the interest paid on the System's debt from state taxation; 
• exempting the System's securities from SEC registration requirements; 
• making the System's securities eligible as collateral for public deposits; 
• permitting national banks and thrifts to make unlimited investments in System 

securities; 
• making System securities lawful investments for federal fiduciary and public 

funds; 
• authorizing the System to issue and transfer securities through the book-entry 

system maintained by the Federal Reserve; 
• authorizing the Federal Reserve to buy and sell System securities in open market 

operations; and 
• providing lower risk-based capital requirements for federally insured depository 

institution investments in System securities relative to other private debt. 
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B. The FHLBank System's FIRREA Obligations Do Not Justify Maintaining Large 
Investment Portfolios 
The Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) 

brought about fundamental changes in the FHLBank System. In particular, FIRREA imposed 
two financial obligations on the System: (1) an obligation to make $300 million in annual 
interest payments on Resolution Funding Corporation (REFCorp) bonds, which were issued to 
help resolve the savings and loan debacle; and (2) the Affordable Housing Program, under 
which the System must contribute to affordable housing efforts the greater of 10 percent of its 
net income or $100 million. 

The FHLBanks have used these financial obligations to justify building and maintaining 
large investment portfolios. Some FHLBanks have even referred to these financial obligations 
as the "System's financial mission. II Although such an argument may have had some 
justification in the early 1990s -- shortly after Congress imposed these obligations -- no such 
justification exists today. 

In the early 1990s, thrift institutions' demand for FHLBank advances fell dramatically 
as the government closed troubled thrifts and as a national recession led other thrifts to 
decrease their borrowing. Although many commercial banks joined the System after FIRREA, 
they had only limited demand for advances. 

To meet the System's FIRREA obligations in the face of declining demand for 
advances -- the System's core product -- the FHLBanks sharply increased their investment 
portfolios. Changes made in the early 1990s to the FHLBanks' regulatory investmenrlimits 
permitted this increase in investments. Previously, the FHLBanks could not issue more than 
$12 in consolidated obligations for each $1 of capital, and the FHLBanks' share of mortgage
backed securities could not exceed 50 percent of capital. The Federal Housing Finance Board 
(Finance Board) expanded the FHLBanks' investment authority by permitting the FHLBanks to 
have $20 in consolidated obligations for each $1 of capital, and increasing the FHLBanks' 
allowable share of mortgage-backed securities to 300 percent of capital. 

The General Accounting Office (GAO) foresaw the risks of increasing investments to 
relieve the earnings pressure of the early 1990s. In 1993, the GAO warned that the FHLBanks 
would likely maintain their investment portfolios even after advance demand returned: 

At the present time, facing a fixed payment of $350 million (REFCorp and 
AHP) while experiencing a downward turn in advance demand and having lost 
most of their retained earnings to capitalize REFCorp, the FHLBanks have 
increased their investment portfolios to generate the needed income .... 

Still, allowing FHLBanks to increase their investment portfolios raises two 
concerns. First, running a large securities portfolio may conflict with the 
System's objective of providing liquidity to mortgage lenders if it distracts the 
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System and [the Finance Board] from focusing on that objective. For example, 
FHLBanks may be reluctant to reduce their investment portfolios -- thereby 
forgoing the added income generated by having a large securities portfolio -
and return to their traditional mission when advance demand returns. 

Second, large investment portfolios may conflict with safety and soundness by 
adding interest rate and management and operations risk to a System that 
traditionally has operated relatively risk-free. 2 

By the mid-1990s, the turmoil faced by the FHLBank System had subsided, and the 

System's basic advance business rebounded. By the end of 1997, outstanding advances 

reached an all time high of $208 billion, representing a 154 percent increase since 1992. Yet 

the System's investment portfolio also increased 88 percent since 1992. This trend continued 

in 1997 as outstanding advances grew 25 percent and investments grew 9 percent. 

Whatever the logic of temporarily increasing the FHLBanks' investments during the 

early 1990s, those circumstances are long past. And the System's steady rebound in 

membership and advance volume -- and the accompanying increase in earnings -- mean that 

the REFCorp and AHP obligations do not justify maintaining such a large investment 

portfolio. 

We should also bear in mind that the Bush Administration proposed, and Congress 

enacted, the REFCorp obligation for a reason: to spread the cost of resolving the savings and 

loan debacle. Treasury Secretary Nicholas Brady made the point as follows: "The S&L 

industry will be a major beneficiary of restoring its own financial health. From the outset, the 

administration has stated that the S&L industry must, therefore, contribute its fair share before 

the Federal Government makes good on its pledge to protect insured depositors." The 

FIRREA obligations represent a Congressional decision to raise the rent charged in return for 

the System's government sponsorship. Congress presumably did not intend for the System to 

recoup the rent increase through government sponsored arbitrage. Note that Congress could, 

over time, have raised a similar amount of money by trimming other benefits of the System's 

government sponsorship, such as exemption from federal income taxes or securities 

registration. 

2 U.S. General Accounting Office, Federal Home Loan Bank System: Reforms 
Needed to Promote Its Safety, Soundness, and Effectiveness, Dec. 1993, pages 37 and 40, 
emphasis added. 
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I would note that we have consistently supported changing the REFCorp allocation 

formula to a percentage of income payment in the context of comprehensive FHLBank reform. 

Changing the REFCorp allocation formula should remove some of the perverse incentives to 

increase investments that have existed in the past. 

The REFCorp obligation, even if restated as a percentage of income, does not justify 

the FHLBanks' investment arbitrage portfolio -- any more than a federal department or agency 

would be justified in sponsoring a mutual fund and using the income to replace money that 

Congress had chosen not to appropriate. 

c. Maintaining Dividend Rates Does Not Justify the FHLBanks' Investment Portfolio 

The FHLBanks have argued that maintaining a dividend rate adequate to retain 

voluntary members is necessary for ensuring stability within the System. The general logic 

underlying this statement runs as follows. Since most System members are voluntary 

members, they may redeem their capital stock and leave the System upon six months notice. 

As profit-maximizing firms, they are said to be ready to leave the System if the return on their 

FHLBank stock falls below some market rate of return. Thus, the reasoning goes, since 

demand for advances falls short of a FHLBank's ability to earn the desired rate of return, the 

FHLBank should hold investments to fully leverage its capital and maximize returns to 

members. Besides helping to retain existing members, paying attractive dividends also helps 

the FHLBank attract new members. 

This argument fails to reflect the true economics of System membership, and ignores 

the overall benefits of the System's government sponsorship, including its public mission. 

Consider how a private individual would evaluate a similar financing arrangement, if it were 

available. By making a small redeemable investment in an AAA-rated firm, the individual 

would receive: (1) above market returns on that investment; (2) access to a line of credit -- at 

almost any maturity -- at the lowest rate available; and (3) other services at no cost or 

discounted cost. This would be a substantial package of benefits. So in deciding whether or 

not to undertake the financing arrangement, the individual would evaluate all elements of the 

package, and not just the investment return. 

If it is true that the FHLBanks' investments are needed to attract and retain members, 

then the System is operating just at the point where the benefits of membership equal the costs 

of membership -- so that members are likely to leave at any time. However, recent changes in 

System membership severely undermine this view. Between January 1, 1993, and December 
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31, 1997, only 25 FHLBank members withdrew from the System, while more than 3,000 

commercial banks became System members. 

In fact, System members hold some $2.3 billion in FHLBank stock beyond the 

minimum required by law. This fact suggests that System members find the current return on 

FHLBank stock attractive enough to hold extra amounts of it -- that is, as an investment, its 

return exceeds its opportunity cost. It also suggests that reducing excess capital would permit 
a significant reduction in money market investments without any reduction in dividend rates. 

To illustrate this latter point, assume that the $2.3 billion in excess stock is fully 

leveraged into investments -- that is, that the FHLBanks borrow 20 times $2.3 billion, or $46 

billion, and invest the proceeds. If the FHLBanks retired this excess stock and eliminated $46 

billion in investments, they could keep their dividend rates unchanged. In fact, to the extent 

that the liquidated investments carry lower yields than advances, the dividend rate would 

actually increase despite the substantial reduction in total investments. 

Most FHLBanks' stock pays dividends at rates exceeding the risk-adjusted return on 

member institutions' other assets. This is so even before accounting for the non-pecuniary 

value of System membership -- access to credit across the maturity spectrum and other non

dividend benefits of System membership that I will describe shortly. According to the Finance 

Board, between 1992 and 1997, members received dividends on their capital stock that 

averaged 157 oasis points above the rate on a six-month consolidated obligation, with a range 

from 27 to 409 basis points. While members (as equity investors) take on greater risk than 

System debt holders, they also receive numerous additional benefits. In sum, earning dividend 

rates substantially above market rates for comparable investments while enjoying the benefits 

of System membership seems to be a very good deal for members -- and not one they would 

be eager to forego. 

But most importantly, the dividend-maintenance argument rests on an erroneous 

premise: that maintaining or increasing the size of the System is, in itself, a worthy goal. On 

the contrary, we believe that the public interest lies in a smaller FHLBank System -- one 

focused on community banks and thrifts and residential (and potentially community 

development) lending. 
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1. Banks and thrifts have powerful incentives to become and remain members of the 

System - if those institutions are doing the kind of activities the System is 

designed to encourage 

First, the FHLBanks' public purpose is to extend credit to eligible members in order to 

finance housing. The essential benefit of System membership is access to credit: short-, 

intermediate-, and long-term. The System makes such credit readily available and instantly 

accessible, and generally charges lower interest rates than other available sources. The private 

sector offers no perfect substitute for a FHLBank line of credit, particularly at longer 

maturities. 

Second, FHLBank System membership carries -- quite apart from access to credit 

across the maturity spectrum -- many non-dividend benefits. These benefits include: 

• Credit features that aid in asset-liability management. Advances may have a variety 

of amortization and prepayment features designed to match the repayment of borrowing 

institutions' underlying mortgages. 

• Advantages over deposit funding. Advances involve no reserve requirements, no 

deposit insurance premiums, and no withdrawal risk. And a member institution can 

take out more advances without increasing its other funding costs. 

• System membership pennits members to operate with fewer liquid assets. Because 

System members have ready access to liquidity from their FHLBank, they can hold 

fewer low-yielding liquid assets than they otherwise would -- and place more of their 

funds in higher-yielding loans and securities. 

• Availability of other financial management products. The FHLBanks offer interest 

rate swaps, either directly or as an intermediary, and provide letters of credit to 

members. 

• Ability to provide subsidized funding to borrowers through the Affordable Housing 

Program and Community Investment Program. Both programs help member 

institutions serve low- and moderate-income communities and increase returns on 

community development lending. 
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• Other FHLBank services useful to member institutions. The FHLBanks offer deposit 

programs (overnight and longer-term), securities safekeeping, cash management and 

settlement (i.e. wire transfer and lockbox processing), and various advisory services. 

2. System practices indicate that System membership provides very attractive 
economic returns 
As noted above, the FHLBanks pay high and varying dividend rates to their members. 

The differences in dividend rates across the FHLBanks largely reflect different choices about 

how to allocate the benefits of membership, and suggest that dividends are not determinative in 

whether the FHLBanks retain members. As the Finance Board's staff paper on investments 

pointed out, "One of the Banks that has paid one of the lowest dividends in the System has 

been very successful at attracting new members. " 

Each FHLBank is cooperatively owned by its members. Thus its has two ways to pass 

along to its members the federal subsidies inherent in the System's government sponsorship: 

first, in the pricing of the products it offers; and second, through the dividends it pays from its 

net earnings. The principal benefit of the System's government sponsorship is ready access to 

capital market funding at rates lower than those paid by even the most creditworthy private 

borrowers. When a FHLBank advances those funds to a member, it may pass through this 

benefit by charging a low rate on advances. Alternatively, it may charge a market rate for 

advances and then distribute the excess spread earned to all its members through the dividend 

paid on its stock. 

Of course, there are countless intermediate points along the continuum between 

conveying benefits purely through low prices and conveying benefits purely through dividends. 

The variability in FHLBank dividend rates -- from 27 to 409 basis points above the rate on a 

six-month consolidated obligation -- partly reflects different FHLBanks' decisions along this 

continuum. The wide variance in FHLBank dividend rates across the FHLBanks -- even 

though all 12 FHLBanks have the same cost of funds, the same capital structure, and the same 

basic business -- also suggests that System members' decision to remain members is driven by 

more than dividends. 

Thus, although the FHLBanks emphasize the need to have investments that generate 

earnings from which they can pay high dividends in order to maintain a stable membership 

base, the economics of System membership suggest otherwise: the total returns on System 

membership far exceed the dividends paid on FHLBank stock. And that all-inclusive return --
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dividends plus the other benefits of System membership -- must be compared to the cost of 

obtaining comparable credit lines and other services from fully private institutions. 

ID. FHLBank Powers, the FHLBank Act, and the Finance Board 

We believe that the FHLBanks' large investment portfolios violates the spirit and 

arguably the letter of the FHLBank Act. 

In exchange for the benefits of government sponsorship, the FHLBank Act limits the 

FHLBanks to making advances, operating targeted lending programs, and such other activities 

as are incidental to making advances -- such as accepting deposits and processing payments. 

The FHLBank Act explicitly prohibits the FHLBanks from engaging in general banking 

activities. The FHLBank Act also strictly limits both the scope and amount of the FHLBanks' 

investments. 

Three provisions in the FHLBank Act deal directly with investments. Section 11(g) 

requires the FHLBanks to invest members' deposits in certain advances with maturities not 

exceeding five years or in a limited set of securities. Section 16(a) requires the FHLBanks to 

invest their reserves -- that is, their retained earnings -- in a slightly broader class of acceptable 

securities. 

Section 11(h) provides the general statutory basis for all other investments: 

Such part of the assets of each Federal Home Loan Bank (except reserves and 
amounts provided for in subsection (g) of this section) as are not required for 
advances to members, may be invested, to such extent as the bank may deem 
desirable and subject to such regulations, restrictions, and limitations as may be 
prescribed by the Board . . . . 

The statute thus permits the FHLBanks to hold investments for such purposes as 

meeting their cash management needs and managing changes in members' demand for 

advances. As wholesale banks, the FHLBanks need to hold such investments. For example, 

prepaid advances may create "assets ... not required for advances." Likewise, a FHLBank 

cannot perfectly match the amount raised from consolidated obligations with the amount 
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requested by members seeking advances. Thus the statute rightly permits the FHLBanks to 

invest money not currently needed for advances. 3 

The statutory language makes clear, however, that Congress contemplated that any such 

investment activity would be incidental to making advances -- used only when funds are not 

needed to make advances. Specifically, the statute does not support the FHLBanks' current 

practice of artificially creating "assets ... not required for advances." By directing their 

Office of Finance to raise funds that they never intend to advance to members, the FHLBanks 

violate at least the spirit of section 11(h). The Finance Board has facilitated this practice by 

giving the Office of Finance virtually unlimited debt issuance authority. 

The FHLBanks' current investment levels go far beyond the incidental investment 

authority granted in section 11 (h). As of June 1998, the FHLBanks had $329 billion in 

consolidated obligations outstanding, which financed $227 billion in advance demand. No fair 

reading of section 11(h) could conclude that the remaining $102 billion of investments is the 

incidental difference between FHLBanks' funding sources on the one hand, and their 

members' borrowing requests on the other. 

Furthermore, since section 1 I (e)(l) prohibits activities not incidental to the FHLBanks' 

enumerated powers, such investments are prohibited even if they arguably further the purpose 

of the FHLBank Act. Congress has not authorized the FHLBanks or the Finance Board to 

expand System investments for any purpose beyond the three powers specified in the Act: 

deposit liquidity, reserves, and surplus assets. 

IV. FHLBank Investments Should be Limited by Legislation and Regulation 
In our view, the only effective way to limit FHLBank investments is through objective 

limits on the amount of those investments. Subjective limits -- that is, allowing any 

investment that serves certain enumerated purposes, with monitoring by the Finance Board -

are in our opinion doomed to failure. The System currently operates under a subjective 

standard that is quite narrow -- allowing investment only of such funds "as are not required for 

advances to members" -- yet that standard yields over $140 billion in investments. If Congress 

were to require, for example, that such investments had to be for housing purposes, then the 

System would simply contend that they were. Nothing would change. 

3 Section I I (h) also prescribes a finite but larger list of penn is sible investments 
than is contained in sections I 1 (g) and 16(a). 
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Thus we would propose that, as a general principle, the FHLBanks' consolidated 

obligations should not exceed their advances. This would limit a FHLBank's investments to its 

capital plus its member deposits. Such a limit would still permit the FHLBanks to hold a 

considerable investment portfolio. As of June 30, 1998, it would have allowed an investment 

portfolio of $42 billion, representing over 10 percent of the System's $379 billion in total 

assets (which now includes $143 billion in investments). If this proposal were fully 

implemented and the System reduced its investments from $143 billion to $42 billion, based on 

the System's $227 billion in outstanding advances as of June 30, 1998, the System would still 

have over 15 percent of its total assets in investments. 

The overall investment limitation described here should include investments in 

mortgage-backed securities. The FHLBanks' holdings of mortgage-backed securities averaged 

$47 billion in 1997. While these securities make up a significant portion of the System's 

balance sheet, they are a·small portion of the over $1.7 trillion in outstanding govemment

related mortgage-backed securities. Gradually removing the FHLBanks from this large, 

liquid, highly efficient market should have no effect on the pricing and availability of housing 

credit. The System adds no value to the operation of the mortgage-backed securities market 
and was not intended to do so. 

Limiting consolidated obligations to advances outstanding would effectively limit 

System investments to an appropriate level. Such an investment restriction would have the 

added benefit of focusing the FHLBanks on their primary mission of making advances, which 

should benefit small banks and communities. We recognize that a specific set of rules 

implementing this principle would need sufficient flexibility to account for two factors. 

First, there may be slight differences in timing and dollar amounts between the issuance 

of consolidated obligations and the making of advances. To a large extent, the investment 

authority implicit in the rule we are suggesting -- that investments could equal FHLB'\flks' 

capital plus member deposits -- should be sufficient to deal with these differences. More 

importantly, perhaps, members may prepay their advances, albeit with prepayment penalties 

for almost all but the shortest-term advances. The FHLBanks should have authority to invest 

prepaid advances. However, care should be taken so that prepaying advances does not become 

a loophole for expanding a FHLBank's investment authority. 

Second, there may be rare occasions when added investments may be needed for safety 

and soundness or other business reasons. For these occasions, the Finance Board has, and 
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should exercise, its authority to permit temporary and limited increases in a FHLBank's 

investments. 

V. Conclusion 
Mr. Chairman, I look forward to continuing to work on these issues with you and other 

members of the Subcommittee. 

I would be pleased to answer any questions. 

-30-

15 



DEPARTMENT OF THE TREASURY 

lREASURY NEWS 
omCE OF PUBliC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W. • WASIDNGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
September 24, 1998 

Contact: John Longbrake, Treasury Department 
(202) 622-2960 

Helen Szablya, CDFI Fund 
(202) 622-8401 

SECRETARY RUBIN TO ANNOUNCE $75 MILLION IN CDFI FUND AWARDS 

Treasury Secretary Robert E. Rubin will announce the recipients of the Community 
Development Financial Institutions Fund's (CDFI) awards at 10:30 a.m., Monday, September 
28, in Treasury's Diplomatic Reception Room, Room 3311. The awards, totaling almost $75 
million, will be awarded to banks, thrifts and community development financial institutions 
through the CDFI's Bank Enterprise Award Program and the CDFI Program's Core and 
Technical Assistance Components. 

Since 1996, the CDFI has provided $182 million to promote community and economic 
development and encourage private sector investment to underserved markets. Joining 
Secretary Rubin for the Monday event will be CDFI Fund Director Ellen Lazar and 
representatives from three award recipients -- Peter Nostrand, Crestar Bank, President, Greater 
Washington Region, Washington, D.C.; JoAnn Kane, Executive Director, McAuley Institute, 
Silver Spring, Md.; and Ollyn J. Lettman, Executive Director, Community First Fund, 
Lancaster, Pa. 

Reporters without Treasury, White House, State Department, Congressional or Defense 
credentials, should call (202) 622-2960 with name, date of birth, social security number and news 
organization for clearance. All reporters should enter the Treasury Department from the 15th 
Street entrance at 1500 Pennsylvania Avenue. 
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SECRETARY ROBERT E. RUBIN 
ISSUANCE OF SERIES 1996 $20 NOTE 

TREASURY DEPARTMENT CASH ROOM 

Thank you. I am pleased to be here today to mark the issuance of the new $20 bill. This 
is a significant milestone in our ongoing efforts to keep U.S. currency secure against 
counterfeiting. 

The $20 bill is the most widely circulated denomination after the dollar bill. While our 
earlier introductions of the $100 and $50 bills were very successful, most Americans don't often 
use the larger denominations. So the new $20s will be the first of the new series that most 
people will encounter day after day. 

Starting today, the new $20s will gradually make their way into circulation in this country 
and around the world. They will begin appearing in Automated Teller Machines and banks, at 
supermarkets and convenience stores, at retailers and post offices. Already, more than two 
billion new $20s have been printed at Treasury's Bureau of Engraving and Printing and 
distributed to Federal Reserve Banks all across the nation. It will not be long before one of the 
new notes passes through the hands of everyone who uses U.S. currency. 

Of course, the older-design notes will continue to circulate and will always be honored at 
full face value. There will be no recall and no devaluation of any U.S. currency, no matter how 
old. I know that I have said this before, but the message is vitally important. After all, people 
across the globe depend on our currency. 

The popularity of the $20 is also the reason that the bill is the most frequently 
counterfeited in this country. Using readily available computer scanners, laser printers, and color 
copiers, a new generation of counterfeiters is producing and passing bogus bills -- many of them 
of poor quality. Anticipating this trend more than a decade ago, the Government launched an 
effort to make our paper currency more secure. 

The issuance of the new note could not be more timely. The Secret Service has called our 
attention to a significant increase in the incidence of computer-generated counterfeits in the last 

few years. 
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The new $20 and the other redesigned denominations possess a series of features that 
greatly raise the hurdle for counterfeiters. The new features together amount to a formidable 
tool. The watermark, security thread, color-shifting ink and other new features make spotting a 
counterfeit easier than ever. Many of the familiar features work very well too -- the pliable 
texture of the paper, for example. 

But currency users have to look at the features for them to be effective. This is a most 
important message. Look at your cash, and pay more attention to its feel and appearance. Know 
and understand the new anti-counterfeiting features. 

To educate the public about these new notes, the Treasury Department and the Federal 
Reserve are undertaking an unprecedented public education campaign. Our partners in this effort 
are performing both a customer service and a public service in agreeing to distribute more than 
eight million brochures, posters and other materials to their employees, customers and members. 
Our embassies in some 200 foreign countries are distributing millions more. 

Counterfeiting is a federal crime, one which the Attorney General and I take very 
seriously. Federal arrests rose from 168 in the first quarter of this fiscal year to 257 in the second 
quarter and about the same number in the third quarter -- a fifty percent increase during a period 
in which the number of computer-generated counterfeit notes actually remained relatively steady. 
Counting state actions, the number of arrests similarly kept rising in that time span, reaching 
more than one thousand in the third quarter. 

But we must remain diligent in this effort. That is why the Attorney General and I 
recently asked the U.S. Sentencing Commission to increase the penalties for computer-generated 
counterfeiting. By creating a hostile environment for those who would try to pass counterfeit 
currency, by educating the public, and by creating currency such as this new $20 bill that is 
simply more difficult to counterfeit, we can discourage counterfeiting more effectively. 

Although we have prepared the public for these new notes, we certainly expect a period 
of transition, as Mary Ellen indicated. We understand that a change such as this can be 
unsettling. Still, the public should easily recognize the new $20, particularly given its 
resemblance to the new $50 and $100. And, of course, Andrew Jackson will still be featured on 
the bill. We hope the public will immediately begin checking for the new anti-counterfeiting 

features as well. 

We are doing everything we can to ensure a smooth transition to the new, improved, 
more secure $20 bill. By working to deter counterfeiters -- both the professionals and the casual 
counterfeiters -- we are ensuring that U.S. currency remains the most respected and trusted in the 

world. 
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CON'l'ACT: Office of Financing 
202/219-3350 

TREASURY OP'ERS 13-WEEK AND 26-WEEK BILLS 

The Treasury will auction two series of Treasury bills totaling 
approximately $16,000 million to refund $13,203 million of publicly held 
securities maturing October 1, 1998, and to raise about $2,797 million of new 
cash. 

In addition to the public holdings, Federal Reserve Banks for their own 
accounts hold $6,737 million of the maturing bills, which may be refunded at 
the weighted average discount rate of accepted competitive tenders. Amount. 
issued to these accounts will be in addition to the offering amount. 

The maturing bi1ls held by the public include $2,313 million held by 
Federal Reserve Sanks as agents for foreign and international monetary authori
ties, which may be refunded within the offering ~ount at the weighted average 
discount rate of accepted competitive tenders. Additional amounts may be issued 
for such accounts if the aggregate amount of new bids exceeds the aggregate 
amount of maturing bills. 

Tenders for the bills will be received at Federal Reserve Banks and 
Branches and at the Bureau of the Public Debt, Washington, D.C. This offering 
of Treasury securities is governed by the terms and conditions set forth in the 
Unifor.m Offering Circular (31 erR Part 356, as amended) for the sale and ~ssue 
by the Treasury to the public of marketable Treasury bills, notes, and bonds. 

Details about eaeh of the new securities are given in the attaehed offering 
highlights. 

000 

Attachment 
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HIGHLIGHTS OF TREASURY OFFERINGS OF BILLS 
TO BB ISSUED OCTOBER 1, 1998 

Offering Amount .•...•...••.•...•..•..••• $8,000 million 

Description of Offering: 
Te~ and type of seourity •....•••.•.•... 91-day bill 
CUSIP number ............•.•.....•....... '12795 AW 1 
Auction date .•••.•.•....••••.•....••..•. September 28, 1998 
Issue date '.' .•...•••..••••.•.......•.•.. October 1, 1998 
Haturi ty date ...........••.•.....•••...• December 31, 1998 
Original issue date ...•...........•.•.•. July 2, 1998 
Currently outstanding ...••.•......••.••• $12,154 million 
l!linimum bid amount and mul tiples ......•. $1,000 

The following rules apply to all securities mentioned above: 

Submission of Bids: 

September 24, 1998 

$8,000 million 

182-day bill 
912795 BV 2 
September 28, 1998 
October 1, 1998 
April 1, 19" 
April 2, 19'8 
$16,751 million 
$1,000 

Noncompetitive bids .......... Accepted in full up to $1,000,000 at the average discount rate of 
accepted competitive bids. 

Competitive bids .....•.••.... (1) Must be expressed as a discount rate with three decimals in 
increments of .005%, e.g., 7.100%, 7.105\. 

Maximum Recognized Bid 

(2) Net long position for each bidder must be reported when the sum 
of the total bid amount, at all discount rates, and the net long 
position is $1 billion or greater. 

(3)" Net long position must be determined as of one half-hour prior 
to the closing time for receipt of competitive tenders. 

at a Single yield .•••••....•. 35% of public offering 

Maximum Award •.•.•.••.•....•.... 35\ of public offering 

Receipt of Tenders: 
Noncompetitive tenders •••.... Prior to 12:00 noon Bastern Daylight Saving time on auction day 
Competitive tenders ••••••.••. Prior to 1:00 p.m. Eastern Daylight Saving time on auction day 

P~eot Terms ••.••..••••••••.••. By charge to a funds account at a lederal Reserve Bank on issue date, 
or payment of full par amount with tender. Treasury Direct oustomers 
can use the Pay Direct feature which authorizes a charge to their 
account of record at their financial institution on issue date. 
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TREASURY SECRETARY ROBERT E. RUBIN 
EASTERN HIGH SCHOOL EVENT 

Let me start by thanking Principal Reeves, Mrs. Dixon and Mr. Neal for their 
thoughtful remarks and introduction. Let me also thank the Eastern Choir. 

I am pleased to return to Eastern High School, with which Treasury has had a 
productive partnership for the last three years. Over the last three years, over 120 Eastern 
students have interned in Treasury offices. My familiarity with Eastern also stems from my 
consultant for education issues, Sol Hurwitz, who could not be here with us today, and who 
graduated from Eastern 50 years ago this spring. 

I am especially pleased to be here to sign a memorandum of understanding deepening 
the partnership between Treasury and Eastern through the Law and Legal Services Academy. 
I would like to say a few words about the importance of this school, and the type of education 
it provides, to you and to our broader community. I would then like to try to answer any 
questions you may have. 

Before I begin, let me tell you a little bit about my experiences and then talk briefly 
about the Treasury Department. 

Perhaps I am not the best person to talk about legal education -- after all, my 
experience with law school began with me dropping out after three days. But then I took a 
year and did other things, and returned, and attended law school -- and it turned out to be an 
immensely valuable experience. After attending law school and working at a law firm for a 
year, I spent twenty-six years at an investment firm on Wall Street. Five years ago. I left the 
private sector to join the Clinton Administration. first in the White House and now as 
Secretary of the Treasury. 

One thing I have learned in my career which I would like tn emphasize for you is that. 
regardless of what career you choose to pursue after your education. a legal education can 
have tremendous benefits throughout your life, nor only professionally, but also personally. It 
provides you with enormously valuable hackground on the legal underpinnings of our society 
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and the rules by. which w~ govern ~~rselves, background which is useful in our every day life. 
It also can proVIde you WIth the abIlIty to think more critically and methodically and to make 
arguments more persuasively, all of which will be helpful throughout your life. 

Not including lawyers like me who are not practicing law, Treasury has over 2000 
attorneys. Their efforts are overseen my General Counsel, Edward Knight, who is here with 
me today. They perform a wide variety of tasks at Treasury, including: interpreting the tax 
laws; drafting legislation; helping enforce our nation's laws against drugs, counterfeiting, 
financial crimes, and illegal weapons; helping to regulate banks and other financial 
institutions; helping impose sanctions on countries supporting terrorists; and providing 
guidance to our domestic and international economic policy makers. I rely on their advice and 
counsel very heavily, and could not effectively do my job without their support. 

One more general thing I have learned in my career, in both the public and private 
sector, is the importance of education in making sure that you succeed in your career goals. In 
today's global economy, information and knowledge are fundamental requisites for success. 
Education has always been a key to prosperity. Today it is an imperative. And career 
academies such as the one being set up here at Eastern can play an important role in helping 
you gain the skills you will need and in helping you further your educational and career plans. 

Studying hard and getting a good education is up to you. Having said that, we need to 
make sure you are given the opportunity to succeed. In that respect, the government has a 
very important role to play. We cannot study for you, but we can make education more 
affordable through Pell Grants, Hope Scholarships, tuition deductions, and the national service 
program. We are also trying to promote the idea of national standards so that we can 
determine what students should know and judge how well they are doing. 

As I mentioned earlier, one of the ways we at Treasury try to assist students is by 
offering internships to high school students which provide students substantial and valuable 
work experience as they pursue their career goals. I would encourage you to consider applying 
for an internship next summer. Our Partnership in Education program will also support the 
Law and Legal Services Academy through workshops on college preparation and personal 
finances, and by providing speakers so that you can learn more about specific career areas. We 
will offer training in computer applications, and courses to improve writing skills. I would also 
encourage you to take advantage of these educational opportunities. Also, thanks to my Chief 
Information Officer Jim Flyzik, Charles Thomas a Treasury employee will be here working 
with you full time next year. Furthermore, to continue our efforts to improve technology 
throughout the school, we will be donating an additional 87 computers, one for each classroom. 

Education is enormously important not only to each of you personally, but also to the 
future of our community. We will never realize our full economic potential as a nation until 
the District of Columbia and our other cities are prosperous and thriving and can be the engines 
driving future economic growth. As you get an education here at Eastern, and then pursue a 
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career, I hope you will think about our community and how you can give something back. 
Each of us have responsibilities not simply to ourselves, but also to others. 

So let me conclude by congratulating you on choosing to participate in this academy and 
wish you all the best as you continue your education. Thank you very much. 

- 30 -
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NEWS 
omCE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASlfiNGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
September 25, 1998 

Contact: John Longbrake 
(202) 622-2960 

TREASURY FINALIZES ELECTRONIC PAYMENT RULE AS ENROLLMENT 
NUMBERS CONTINUE TO RISE 

The Treasury Department announced Friday pUblication of the final regulation governing 
the electronic funds transfer (EFT) of Federal government payments to recipients. 

The final rule emphasizes recipient choice and the importance of ensuring that recipients 
are not disadvantaged or forced into making a choice that is not right for their circumstances. 
More than 200 comment letters submitted to Treasury by individuals and organizations were 
considered in determining the final rule. The payments covered by the rule include Social 
Security, Veterans benefits, Railroad Retirement benefits, Federal salaries and retirement benefits 
and vendor payments. 

Treasury's Financial Management Service (FMS) reported significant increases in the 
number of people signing up to receive their payments electronically. In August 1998, 70 percent 
of benefit recipients received payments electronically, up from 50 percent two years ago. The 
Social Security Administration and the Department of Veterans Affairs each posted higher EFT 
growth rates than initially expected bringing EFT participation totals to 73 and 71 percent 
respecti vel y . 

liThe final rule protects the recipient's right to choose while encouraging the safety and 
convenience that EFT provides, II Treasury Under Secretary John D. Hawke, Ir. said. 

The final rule, implementing provisions in the Debt Collection Act of 1996 requiring 
Federal payment to be made electronically beginning Jan. 2, 1999, details the conditions under 
which recipients can continue to receive paper checks if electronic deposit causes them a hardship. 
The rule also paves the way for the establishment of low cost accounts for recipients without 
existing savings and checking accounts that will enable recipients to receive payments by direct 
deposit. 

The rule finalizes the waivers announced by the Treasury in June 1998. The final rule 
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states that any individual is eligible for a hardship waiver if receiving direct deposit will cost him 
or her more than receiving a check. In addition, the rule provides for waivers covering physical 
or mental disability and geographic and language barriers. These waivers are self certifying, 
which means that payment recipients make their own decisions as to whether or not to sign up for 
direct deposit; if they choose not to sign up for direct deposit, they will continue to receive a 
paper check. 

Treasury will continue to work with other Federal agencies to ensure the recipients are 
notified of their choices under this regulation and can choose whatever payment option is best for 
their particular circumstance. The Treasury Department emphasizes that no payment will be 
withheld of delayed for any reason related to the implementation of EFT. 

Direct deposit of payments through EFT has become increasingly popular because it is 
safer, more secure, and for most recipients, more convenient than paper checks. The EFT 
initiative will continue to significantly improve the way Americans receive their government 
payments. Additionally, EFT will enable the government to achieve significant cost savings and 
therefore save money for all taxpayers. 

Electronic Transfer Accounts 
The final rule provides that individuals receiving certain types of Federal payments will 

be eligible to open an electronic transfer account (ETA). The final rule makes the ETA -- a basic 
account offered at reasonable cost and with consumer protections -- available to all recipients. 

Any Federally-insured financial institution will have the option to offer this account, 
subject to requirements to be set forth in a published notice next month. The Department of 
Treasury expects to publish a notice in the Federal Register outlining proposed specific 
characteristics of the ETA for comment. The public will have 30 days from the publication date 
of the ETA notice to provide comments to Treasury. 

Although the final rule does not regulate non-ETA accounts opened voluntarily by 
recipients, Treasury continues to be concerned about arrangements giving recipients access to 
their EFT deposits through uninsured third-party providers. Treasury encourages Federally
insured depository institutions that have entered into, or have announced plans to enter into, 
arrangements with non-depository providers of payment services, such as check cashers and 
money transmitters, to disclose information about fees and costs imposed by all parties to the 
arrangement, as well as the legal relationship involved and whether the funds are protected by 
Federal deposit insurance. 

Treasury will monitor these arrangements and may consider separate rule making in the 
future if warranted. Any such proposed action would be published for public comment. 

-30-
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DEPARTMENT OF THE TREASURY 

NEWS 
omCE OFPUBUCAFFAIRS -1500 PENNSYLVANlAAVENUE, N.W. - WASIDNGTON, D.C. - 20220 - (202) 622-2960 

TENTATIVE PRESS SCHEDULE FOR THE 
OCTOBER G-7 MEETING AND THE SPECIAL MEETING 

OF THE G-7 AND EMERGING MARKETS 

NOT FOR RELEASE OR PUBLICATION, for news planning only. 
Times are tentative and subject to change. 

Treasury Department Contacts: 
General G-7 issues: Press coverage Qyestions: 
Daniel Israel (202) 622-2960 Michelle Lynn Bonner (202) 622-2960 

To be c1eared into Treasyry for press conferences: 
Phyllis Kayson (202) 622-2960 

** All Treasury, White House, Congressional, State and Defense Department credentials 
will be admitted to the Treasury Press Room from October 2 through October 9 and to 
the G-7 press conference. The Treasury Press Room is located at 1500 Pennsylvania 
Avenue, NW Room 1027. !fyou do not have one of these credentials, please call (202) 
622-2960. ** 

Thursday. October 1. 1998 

SECRETARY ROBERT RUBIN ADDRESS TO THE CONFERENCE ON THE MffiRICAS 
Remarks: Agenda for ~he Global Economy 
1 p.m. EDT 
The Waldorf Astoria Hotel 
New York City, NY 
OPEN PRESS 

DEPUTY SECRETARY LAWRENCE H. SUMMERS ADDRESS TO THE SEVENTH 
ANNUAL WORLD ECONOMIC DEVELOPMENT CONGRESS 

Remarks: Global economy 
6p.m. EDT 
Omni Shoreham Hotel, Main Ballroom 
2500 Calvert Street, NW 
OPEN PRESS 

NOT FOR RELEASE OR PUBLICA TION. for news planning only. Times are tentative. 

RR-27 1 1 

For press releases, speeches, public schedules and official biographies, call our 24-hour fax line at (202) 622-2040 



Friday. October 2. 1998 

UNDER SECRETARY FOR INTERNATIONAL AFFAIRS DAVID LIPTON PRESS 
CONFERENCE 

Foreign Press Center 
10 a.m. EDT 
National Press Building, Suite 898 
529-14th Street, NW 

UNDER SECRETARY LIPTON ADDRESS TO THE BROOKINGS INSTITUTION/ 
mID NATIONAL ISSUES FORUM 

Remarks: Global economy 
11:15 a.m. EDT 
Renaissance Mayflower Hotel, State Room 
1127 Connecticut Avenue, NW 
OPEN PRESS 

Saturday. October 3 

G-7 FINANCE MINISTERS' MEETING 
Blair House 

ARRIVALS 
Pennsylvania Avenue entrance to the Blair House 
Noon EDT 
OPEN PRESS 

CLASS PHOTO 
Finance Ministers and Central Bank Governors 
Blair House Courtyard (Rain site: Pool inside Blair House) 
1 :30p.m. EDT 
OPEN PRESS (Rain site: Press pool only.) 

G-7MEETING 
Blair House 
1 :45p.m. EDT 
POOL SPRA Y AT TOP OF WORKING SESSION 
NOTE: Press pool only. See pool details at end of schedule 

NOT FOR RELEASE OR PUBllCATJON,/or news planning only. Times are tentative. 
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G-7PRESSCONFERENCE 
Treasury Secretary Rubin 
Treasury Department (pennsylvania Avenue Entrance) 
Cash Room 
6:00 p.m. (tentative, dependent upon the conclusion of the G-7 meeting) 
Pre-set 5:00 p.m. 
OPEN PRESS 

3 

THERE WILL BE A 15 MINUTE EMBARGO (From the end of the press conference.) 

Monday. October 5. 1998 

SPECIAL ~ETING OF THE G-7 AND EMERGING MARKETS (FINANCE MINISTERS, 
DEPUTY FINANCE MINISTERS AND CENTRAL BANK GOVERNORS) 
Luxury Collection Hotel (former Ritz-Carlton) 

ARRIVALS 
Entrance to the Luxury Collection Hotel on 21 st Street 
2100 Massachusetts Avenue, NW 
Washington, DC 
4:30p.m. EDT 
OPEN PRESS 

SPECIAL ~ETING OF THE G-7 AND EMERGING MARKETS 
Luxury Collection Hotel, Ballroom 
5:00p.m. EDT 
POOL - OPENING REMARKS BY SECRETARY RUBIN ONLY 
NOTE: Press pool only. See pool details at end of schedule. 

POOL INFORMATION: 

Network TV Pool: TBD 

IndependentlInternational TV Pool: TBD 

Print/wire Pool: Treasury press room pool (Individual TBD.) 

Photo Pool: High resolution 300 dpi jpeg photos available www.ustreas.govlpresslphotosl 

There will be a pool advisory with further details released Friday. October 2. 

NOT FOR RELEASE OR PUBliCATION,Jor news planning only. Times are tentative. 



DEPARTMENT OF THE TREASURY 

IREASURY NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASIllNGTON, D.C .• 20220· (202) 622-2960 

FOR IMMEDIATE RELEASE 
September 25, 1998 

Contact: John Longbrake 
(202) 622-2960 

STATEMENT BY TREASURY SECRETARY ROBERT E. RUBIN 

We have been closely following recent developments related to Long-Term Capital 
Management and its creditors. As Chairman of the President's Working Group on Financial 
Markets, I have asked that the staffs of the constituent agencies prepare a study of the potential 
implications of the operations of firms such as Long-Term Capital and their relationships with 
their creditors. 

-30-
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NEWS 
omCE OF PUBUCAFFAmS -1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE 
September 28, 1998 

Contact John Longbrake, Treasury Department 
(202) 622-2960 

Helen Szablya, CDFI Fund 
(202) 622-8401 

SECRETARY RUBIN ANNOUNCES $75 MILLION IN CDFI FUND AWARDS 

Treasury Secretary Robert E. Rubin on Monday recognized the recipients of the 
Community Development Financial Institutions (CDFI) Fund's 1998 awards. 

The awards, totaling $75 million, were awarded to 190 banks, thrifts and community'.·..\. 
development financial institutions througb the CDFI's Bank Enterprise Award Program and the 
CDFI Core Program and Technical Assistance Component. 

liThe CDFI Fund is helping to rebuild communities across the country, II Secretary 
Rubin said. "By filling niches in the private financing market and by drawing mainstream 
fmancial institutions into low income communities through partnerships, the CDFI Fund's 
award recipients help to make our fmancial system work better for all of us. II 

The CDFI Fund's mission is to promote local economic growth and aCCess to 
capital by directly investing in and supporting community development fmanciaI institutions· 
(CDFIs) and expanding financial service organizations' lending, investment, and services 
within underserved markets. Since 1996, the CDFI Fund has proYi:ded $182 million tp 

promote community and economic development and encourage private sector investment to 
underserved markets. 

The CDFI Program leverages Federal dollars by requiring that each CDFI provide at 
least a one-to-one match with funds from non-Federal sources for each dollar of assistance it 
receives. In addition, CDFI award recipients are held to performance standards that help 
ensure that the COFI Fund's investment will result in a significant community impact. Under 
the CDFI Fund, local organizations make the decisions about how to best meet community 
needs. 
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From: TREASURY PUBLIC AFFAIRS 

DEPARTMENT OF THE TREASURY 
WASHINGTON. D.C. 

COMMUNITY DEVELOPMENT 
FINANCIAL INSTITUTIONS FIJNO 

Organizations 
selected for funding under the 

1998 CDFI Program - Core Component 

ACCION New York. Inc. 
ACCION Texas, Inc. 
Anchorage Neighborhood Housing Services, Inc. 
Appalachian Development Federal Credit Union 
Austin Community Development Corporation 
Bethex Fedcnll Credit Union 
Cape and Islands Community Development, Inc. 
Capital District Commu.nity Loan Fund 
Cascadia Revolving Fund 
Community Development V cnturcs, Inc. 
Community Loan Fund of Southwest em Pennsylvania, Inc. 
Conununity Preservation Corporation 
Cooperative Food of New England 
Delaware VaUey Community Reinvestment Fund 
Enterprise COIDIIlunity Fund 
Enterprise Corporation of the Delta 
First Bank oftbe Americas SSB 
Hopi Credit Association 
Illinois Facilities Fund 
Lake Agassiz Regional Development Corporation 
Local Initiatiaves Support Corporation 
Low Income Housing FWld 
McAuley Institute 
Mountain Economic Development Fund. Inc. 
Neighborhood Housing Services ofPboenix., Inc. 
Neighborhood Housing Services, Inc. 
Neighborhood Trust Federal Credit Union 
New Ha.mpshire Conununity Loan Fund 
New Mexico Community Development Loan FWld 
Northeast Community Federal Credit Union 
Northland Foundation 
ruverside County Community Inv~strncnt Corpomtion 
Rural Community Assistance Corporation 
Rural D&::velopment and Finance Corporation 
Self-aelp Ventures Fund 
Southern Dal1as Development Corporation 
Southern Development Bancorporation 
Southern K.entucky Economic Development Corporation 
The Enterprise Foundation, Inc. 
William Mann, Jr. Conununity Development Corporatiol'l 
Women's Self-Employment Project 
Working Capital 

Brooklyn, NY 
San AntOnlO, TX 
Anchorage, AK 
The Plains, OR 
Austin, TX 
Bronx, NY 
Hyannis,MA 
Albany, NY 
Seattle, WA 
Baltimore. MD 
Pittsburgh, P A 
New York, NY 
Hartford, cr 
Philadelphia, P A 
Akron., OR 
Jackson, MS 
Chicago.IL 
Keams Canyon, AZ 
Chicago.IL 
Fargo, ND 
New York, NY 
San Francisco, CA 
Silver Spring, MD 
Winchester, KY 
Phoenix. AZ 
Boise, 10 
New York. NY 
Concord, NH 
Albuquerque, NM 
San Francisco, CA 
Duluth, MN' 
Riversidc. CA 
Sacramento, CA 
San Antonio, TX 
Durham, NC 
Dallas, TX 
Arkadelphia. AR 
Somerset, KY 
Columbia, MD 
Fort Worth, TX 
Chicago,lL 
Cambridge, MA 
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$ 500,000 
SI,200,000 
SI,100,000 
$ 610.000 
$ 500,000 
$ 460,000 
$ 52,500 
$ 290,000 
$1.170,000 
SI.250,000 
$1,250,000 
52,000,000 
$ 250,000 
$2.500.000 
$ 230,000 
$2,500,000 
$1,100,000 
S 500,000 
52,500,000 
5 635.000 
$1.000,000 
S2,000.000 
$1.246,000 
$ 250,000 
$1.150,000 
$ 720,000 
$ 210,000 
$2,500,000 
$ 325,000 
$ 720,000 
$ 500,000 
$ 250,000 
$2,000,000 
$ 500,000 
$2,000,000 
$ 850,000 
$2.500,000 
S 500,000 
$2,500,000 
$ 520,000 
$ 625.000 
$ 800,000 



• 
DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 

COMMUNITY OEVELOl"MENT 
FINANCIAL. INSTITUTIONS FUND 

Organizations 
selected for funding under the 

1998 CDFI Program - Technical Assistance Component 

Baltimore Regional Conununity Development Corporation 
Borinquen federal Credit Union 
Businesses Invest in Growth 
Charlotte-Mecklenburg Housing Partnership, Inc. 
Chicago Community Loan Fund 
College Sration Community Federal Credit Union 
Colorado Enterprise Fund 
Colorado Rural Housing Development Corporation 
Community Collaboration for Economic Development 
CQuununity D~velopment Venture Capital Alliance 
Community First Fund 
Community Works in West Virginia, Inc. 
Comunidades Federal Credit Union 
Cornerstone Homesource Regional Loan Fund 
Delta Foundation, Inc 
Demopolis Federal Credit Union 
Development Credit Fund, Inc. 
Enterprise Community Fedew Credit Union 
Enterprise Development Corporation 
First Combined Community Federal Credit Union 
Genesee Co-Op Federal Credit Union 
Growth Finance Corporation of Oxford Hills 
Hawaii Commtmity Loan Fund 
Home Headquarters. Inc. 
Inglewood Neighborhood Housing Services, Inc. 
Kekaha Federal Credit Union 
Laredo-Webb Neighborhood Housing Services, Inc. 
Legacy BancoIp, Inc. 
Lending Enterprise for Neighborhood Development, Inc. 
Lightstone Community Development Corporation 
local Economic Assistance Program, Inc. 
Local Enterprise Assistance Fund 
Lower East Side People's Federal Credit Union 
Mon Valley Initiative 
Mounlain Association for Community Economic Development, Inc. 
Neighborhood Housing and Development Corporation 
Neighborhood Mousing Services of Chicago, Inc. 
Neighborhood Housing Services of Toledo, Inc. 
Neighborhood Housing Services of Trenton. Inc. 
New Community Development Loan Corporation 
New Horizons Community Federal Credit Union 
Northeast Louisiana Delta Community Development Corporation 
Northern California Community Loan Fund 
NorthSide Community Federal Credit Union 

Baltimore, MD 
Philadelphia. PA 
Austin, TX 
Charlotte, NC 
Chicago,IL 
College Station, AR 
Denver, CO 
Westiminister, CO 
Champaign, IL 
New Yorlc, NY 
Lancaster, P A 
Big Chimney, WV 
Los Angeles, CA 
Cincinnati, OH 
Greenville, MS 
Demopolis, AL 
Baltimore, MD 
Las Vegas, NY 
The Plains, OH 
Landover, MD 
Rochester, NY 
South Paris, ME 
Honolulu, HI 
Syracuse,NY 
Inglewood. CA 
Kekaha, HI 
Laredo, TX 
Glendale, WI 
South Bend. IN 
Moyers, WV 
Oakland, CA 
Boston, MA 
New York, NY 
Homestead, PA 
Berea, KY 
Gainesville. FL 
Chicago,IL 
Toledo, OR 
Trenton. NJ 
Newark:, NJ 
Philadelphia., PA 
Tallulah, LA 
San Francisco, CA 
Chicago, It 

$ 33,500 
$ 52,500 
$ 44,550 
$ 25,000 
S 38,000 
$ 50,000 
$ 50,000 
$ 23,000 
$ 25,000 
$115,000 
$ 25,000 
$ 50,000 
$ 50,932 
$ 35,000 
$ 50,000 
$ 25,000 
$ 51.246 
$ 50,000 
$ 37,350 
$ 45,500 
$ 50,000 
$ 49,865 
$ 50,000 
$ 32,000 
$ 43,000 
$ 48,000 
$ 57,200 
$ 21,500 
$ 44,000 
$ 25,000 
$ 51,000 
$ 46,500 
$ 48,800 
$ 26,000 
$ 25,000 
$ 42,500 
$ 67,700 
$ 50,000 
$ 50,000 
$ 7,000 
$ Sl,OOO 
$ SO,OOO 
S 41,000 
$ 39,500 



Omaha 100, Inc. 
O.U.R. Federal Credit Union 
Ponce Neigbborhood Housing Services, Inc. 
PPEP Microbusiness and Housing Development Corporation, Inc. 
Progressive Neighborhood Federal Credit Union 
Quitman County Federal Credit Union 
Renaissance Economic Development Corporation 
RNA Community BuildcnI. Inc. 
Roberto Clemente Federal Credit Union 
Rocky Mountain Mutual Financial Services, Inc. 
Sable Bancshares, Inc. 
Sa.cramento Neighborhood Housing Services, Inc. 
Salt Lake Neighborhood Housing Services, Inc. 
South Dakota Rural Entelprise, Inc. 
St. Charles BOlTomeo Federal Credit Union 
Stillman Community Development Federal Credit Union 
Sustainable Jobs CorpOIation 
The Immigrant Center 
Union Fidelity Fund, Inc 
Union Settlement Federal Credit Union 
Utica Neighborhood Housing Service, Inc. 
Virginia Community Development Fund, Inc. 
Virginia Community Development Loan FLU'ld 
Washington AIea CoIlllllWlity Invesunent Fund 
Washington County Council on Economic Development 
WashingtoD Heights and Inwood Development Corporation 

Omaha, NE 
Eugene, OR 
Ponce, PR 
Tucson, AZ 
Rochester, NY 
Marks, MS 
New York, NY 
West Rutland, VT 
Bronx, NY 
Denver, CO 
Chicago, IL 
Sacramento, CA 
Salt Lake City, Dr 
Spearfish, SO 
New York, NY 
Tuscaloosa, AL 
Durham, NC 
Honolulu. HI 
Belle Glade. FL 
New York, NY 
Utica, NY 
R~chlnond, V A 
Richmond, VA 
Washington. DC 
Washington., PA 
New Vode. NY 

$ 25,000 
$ 48,000 
$ 50,000 
$ 44,450 
$ 50,000 
$ 32,500 
$ 48,000 
$ 4l,000 
$ 35,000 
$ 35,500 
$ 29,000 
$ 50,500 
$ 42,500 
$ 50,000 
$ 50,009 
$ 25,000 
$ 50,000 
$ 44,800 
$ 35,000 
S 53,818 
$ 40,000 
$ 49,960 
$ 35,000 
$ 50,000 
$ 42,500 
$ 40,000 



COMMUNITV DEVELOPMENT 
FIN"NCI"L INSTITUTIONS FUND 

From: TREASURY PUBLIC AFFAIRS 

OEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

Financial Institutions 
selected for funding under the 

1998 Bank Enterprise Award Program 

Androscoggin Savings Sank 
Bank of America CoIIllllUllity Development Bank. 
Bank. of America, NT & SA 
Bank of America. FSB 
Bank of Hawaii 
Bank of Yazoo City 
Bank,One, Arizona, NA 
Bank One Texas, NA 
BanlcBoston, NA 
Caldwell Bank and Trust Company 
Cambridge SaVings Bank 
Central Bank of Kansas City 
Chase Bank of Texas 
Chinattust Bank USA 
Citibank, FSB 
Citibank, 'NA 
Cole Taylor Bank 
Community Bank. oftbe Bay 
Community Capital Bank 
Compass Bank 
Concordia Bank and Trust Company 
Crestar Bank 
Deposit Guaranty National Bank 
Evergreen Bank, NA 
Farmers Bank and Trust Company 
Fanners NatioruU Bank 
First Bank of Oak Park 
First National Bank of Chicago 
First of America Bank, NA 
First Union National Bank 
Fintar Bank Milwaukee, NA 
Fleet Bank. NA 
Fremont Investment and Loan 
Gateway National Bank 
Golden Gate Bank 
Harris Trust and Savings Bank. 
Hibernia 'National Bank 
International Bank of Commerce 
KeyBank, NA 
Labe Federal Bank 
LaSalle Bank, NA 
Manufacturers and Traders Trust Company 
Manufacturers Bank 

Lewiston., ME 
Walnut Creek, CA 
Chicago,rr. 
Portland. OR 
Honolulu. HI 
Yazoo City, MS 
Phoenix, AZ 
Dallas, TX 
Boston, MA 
Columbia, LA 
Cambridge, MA 
Kansas City, MO 
Brownsville, TX 
Arcadia, CA 
San Francisco, CA 
New York, NY 
Skokie, IL 
Oakland, CA 
Brooklyn. NY 
Houston, TX 
Fteeiday, LA . 
Washington, DC 
Jackson, MS 
Glens Falls, NY 
BlytheviIIe, AR 
Cynthiana. KY 
OakPark, IL 
Chicago, IL 
Kalamazoo, Ml 
Charlotte, NC 
Milwaukee, WI 
New York, NY 
Morgan Hill, CA 
St. Louis, MO 
San Francisco, CA 
Chicago,IL 
New Orleans, LA 
Brownsville, TX 
Portland. ME 
Chicago, IL 
Chicago,IL 
New York, NY 
Los Angeles, CA 
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$ 2,250 
$1,513,647 
$ 474,777 
$ 610,592 
$ 346,366 
$ 3,750 
$ 171,644 
$2,599,075 
$ 11,250 
$ 100,570 
$ 3,668 
$ 585,555 
$ 330,000 
$ 17,816 
$ 650,698 
$ 192,500 
$ 120,628 
$ 776,066 
$ 143,415 
$ 409,177 
$ 3,750 
$ 738,856 
$ 150,000 
$ 137,763 
$ 3,750 
$ 65,250 
$ 41,840 
$ 450,000 
$ 81,670 
52,154,900 
$ 671,968 
$ 88,000 
$ 15,948 
$ 52,756 
$ 11,000 
$ ~.025 
$ 406..428 
$ 55,000 
$ 491,750 
$ 21,000 
$ 122,250 
$2,911,370 
$ 29,588 



MBNA America Bank, NA 
Mercantile Bank, NA 
Merchants and Fanners Bank 
Mid-Peninsula Bank 
National Bank of Greece, Chicago Branch 
Nationsbank, NA 
Northeast Bank 
Norway Savings Bank 
Norwest Bank Minnesota, NA 
Oceaxunark Bank, FSB 
Park Federal Savings Bank 
PFF Bank and Trust 
Planters Bank and Trust Company 
Republic Bank and TIUSt Company 
Republic Bank California. N A 
Republic National Bank 
Roosevelt Savings Bank 
ShoreBank, Cleveland 
SunTrust Bank, Atlanta 
SunTrust Bank. Tampa Bay 
Susquehanna Bank 
Teus State Bank 
Texline State Bank d/b/a Banco Tejano 
The Chase Manhattan Bank 
The Fuji Bank and Trust Company 
The Northern Trust Company 
The South Shore Bank of Chicago 
Triangle Bank 
Union Federal Saving Bank of Indianapolis 
University Bank 
Vine Street Trust Company 
Wachovla Bank. NA 
Wainwright Bank and Trust Company 
Washington Mutual Bank 
Wells Fargo Bank, NA 
Western FinanCial Bank: 

Wilmington, DE 
Brownsville, TX 
Dumas,AR 
Palo Alto, CA 
Chicago, n.. 
Sarasota, FL 
Auburn, ME 
Norway, ME 
Minneapolis, MN 
North Miami Beach. FL 
Chicago, IL 
Pomona, CA 
Indianola, MS 
Louisville, KY 
Beverly Hills. CA 
New York, NY 
Garden City, NY 
Cleveland, OR 
Atlanta. GA 
Tampa, FL 
Baltimore. MD 
McAllen. TX 
Houston, TX 
New York, NY 
New York. NY 
Chicago, IL 
Chicago,IL 
Raleigh, NC 
Indianapolis, IN 
Ann Arbor, MI 
Lexington, KY 
Durham, NC 
Boston, MA 
Seattle, WA 
Los Angeles, CA 
Irvine, CA 

$ 451,000 
$ 165,000 
$ 3,750 
$ 131,893 
$ 22,000 
$1,252,500 
$ 1,575 
$ 23,250 
$ 7,500 
$ 26,497 
$ 115,500 
$ 7,764 
$ 3,750 
$ 118,140 
$ 84,4.08' 
$ 167,875 
$ 105,911 
$ 103,619 
$ 245,660 
$ 27,500 
$ 242,649 
$ 165.000 
$ 41,567 
52,215,548 
$ 734,375 
S 316,825 
$1,060,390 
$ 110,000 
$ 513,871 
$ 22,130 
$ 8,250 
S 550,000 
$ 128,603 
$ 7S0,OOO 
$ 7S.000 
$ 24,002 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

TP~~UF.Y SECURITY AUCTION P~SULTS 
BrJR.EJl.U OF THE PUBLIC DEBT - W~~F.INGTON DC 

FOR IMMEDIATE REL~~E 
September 28, 1998 

CONTJI.CT: Office of Financir-g 
202-215-3350 

RESULTS OF ~~URY'S AUCTION OF 13-w~EK BILLS 

Te:!Ln: 
Issue Date: 
Maturity Date: 
CUSIP N'I.lmbe:r: 

91-Day Bill 
October 01, 1998 
December 31, 1998 
91279SAW1 

~~G~ OF ACCEPTED COMPETITI~ EIDS: 

Low 
EiS-2"! 
J..ve!"age 

Te::c.e::-s - .. c::._ 

Dis C oU-'":: 
1'.-1-: c::. __ 

------
4.3c;G% 

4.~=:'% 

4 .. 430%-

Ccrr.petitive 
Ncr.comFe:itive 

PUELIC S0'"'ETOT.~ 

Fcrei~ Official Refunded 

SUETOT.'\L 

Federal Rese=V'e 
F0rei~ Official A~c-On 

TOT_~ 

Investment 
Rate 1/ F!"ice 

---------- ----- .. 
4.502% :-2.1:90 
4.564:% 9S.S75 
4.S~3%- SS.EEO 

rate WE~e allc~:e~ EO%-. 

$ 

$ 

T€::cE:=e'::. 

2':,003,077 
1,21£,137 

:";,21~,214 

569,997 

2';,7SSI,211 

3,757,430 
7S,603 

8id-to-Cover Ratic = :~,219,214 / 7,437,~26 

1/ Equiva.lent ccu~cn-is5ue yield. 
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TREASUR Y SECURITY AUCTION RESULTS 
BUREAU OF THE PUBLIC DEBT - WASHINGTON DC 

FOR IMMEDIATE RELEASE 
September 28, 1998 

CONTACT: Office of Financing 
(202) 219-3350 

RESULTS OF TREASURY'S AUCTION OF 26-WEEK BILLS 

Term: 
Issue Date: 
Maturity Date: 
CUSIP Number: 

Low 
High 
Average 

I 82-Day Bill 
October 01, 1998 
April 01,1999 
91279SBV2 

RANGE OF ACCEPTED COMPETITIVE BIDS: 

Discount Investment 

Rate Rate 1/ 

4.390% 4.551% 

4.480% 4.648% 

4.455% 4.620% 

Tenders at the high ruscount rate were allotted 1%. 

97.781 
97.735 
97.748 

AMOUNTS TENDERED AND ACCEPTED (in thousands) 

Tender Tvpe 

CompetitLye 
Noncompeti ti \'e 

PUBLIC SUBTOTAL 

Foreign Official Refunded 

SUBTOTAL 

Federal Reserye 
Foreign Official Add-On 

TOTAL 

$ 

Tendered 

19,827,100 
1.154.23 I 

20,981,331 

1.743.303 

22.724,634 

2.980.000 
241.197 

25,945,831 

BID-TO-COVER RATIO = 20,981.331 I 6.277.561 = 3.3-1 

II Equi\'aknll:UUpon-issue yield. 

bttp;/Iwww.pabUcdebt.tftA8.gov 

Accepted 

$ 5,123,330 
1.154.231 

6,277,561 

1.743.303 

8,020,86-t 

2,980,000 
241.197 

11,242.061 



DEPARTMENT OF THE TREASURY 

NEWS 
omCE OF PUBliC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C. • 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
September 28, 1998 

Contact: John Longbrake 
(202) 622-2960 

. 
DONALD V. HAMMOND APPOINTED FISCAL ASSISTANT SECRETARY 

The Department of Treasury announced Monday the appointment of Donald V. 
Hammond as Fiscal Assistant Secretary. 

Mr. Hammond, named Acting Fiscal Assistant Secretary on Jan. 5, was appointed as 
the Deputy Fiscal Assistant Secretary of the Treasury in July 1996. Prior to his appointment 
Mr. Hammond served as the Assistant Director of the Treasury's Government Securities 
Regulations Staff. In his work on the Government Securities Regulations Staff, Mr. 
Hammond focused on developing regulations for government securities broker-dealers and 
advised on issues impacting the government securities market. 

As Fiscal Assistant Secretary, Mr. Hammond provides policy oversight over the 
activities of the Treasury's Financial Management Service and Bureau of the Public Debt. His 
position also serves as the Treasury's liaison with the Federal Reserve System in its capacity as 
the government's fiscal agent. His responsibilities include management of the government's 
cash flow , credit administration and the operation of the government-wide financial accounting 
and reporting systems. In addition, Mr. Hammond chairs the Treasury Working Group on 
Electronic Funds Transfer (EFT'99). 

Mr. Hammond received a Masters Degree in Finance and Accounting from Northwestern 
University's J. L. Kellogg Graduate School of Management and graduated from Duke University 
with a Bachelor of Arts in Chemistry and Economics. He has been married for 15 years to Amy 
Lewis of Milwaukee. They and their two children live in Falls Church, Virginia. Mr. Hammond 
was raised in Northbrook, Illinois and is a lifelong Cubs fan. 

RR-2716 -30-
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DEPARTMENT OF THE TREASURY 

NEWS 
OFFICE OF PUBUC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W. • WASHINGTON, D.C .• 20220. (202) 622-2960 

EMBARGOED UNTIL 4:15 P.M. EDT 
September 29, 1998 

Contact: John Longbrake 
(202) 622-2016 

TREASURY ANNOUNCES REGULAR QUARTERLY SCHEDULE FOR 
INFLATION-INDEXED NOTES AND BONDS 

The Treasury Department announced on Tuesday the regular schedule for issues of 
inflation-indexed securities. As it has since it initiated indexed securities auctions in January 
1997, the Treasury will auction inflation-indexed securities in January, April, July, and 
October. In January and July, the Treasury will auction lO-year indexed notes, and in April 
and October it will auction 30-year indexed bonds. The Treasury may continue to issue (i.e., 
reopen) additional amounts of an outstanding indexed security in one of these regular auctions. 
The Treasury will discontinue issuing 5-year indexed notes. 

This announcement is consistent with the recommendations of the Treasury Borrowing 
Advisory Committee and of other investors and dealers with whom Treasury officials h:we 
spoken. 

Including the reopening of the 3-5/8% 10-year inflation-indexed note of January 15, 
2008 announced today, the Treasury will have issued $63 billion of indexed securities to the 
public since January 1997. 

-30-
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DEPARTMENT OF THE TREASURY 

NEWS 
omCE OF PUBliC AFFAIRS • 1500 PENNSYLVANIA AVENUE, N.W. • WASHINGTON, D.C. • 20220 • (202) 622-2960 

FOR IMMEDIATE RELEASE 
September 29, 1998 

ST A TEMENT BY TREASURY SECRETARY ROBERT E. RUBIN AND 
COUNCIL OF ECONOMIC ADVISERS CHAIR JANET L. YELLEN 

The Administration respects the independence of the Federal Reserve in making decisions 
about the nation's monetary policy. We share the goal of solid economic growth with low 
inflation. 

Recent indicators suggest that the U.S. economy continues to enjoy moderate growth, low 
unemployment and low inflation, despite the challenges posed by the recent international 
financial turmoil. We believe that the U.S. economy will continue on this healthy course. 

-30-
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D EPA R T \l E N T 0 F THE T R E :\ S l.! R Y 

TREASURY' NEWS 
OFFICE OF poaLIC """IItS • 1500 rltNNSYLVANJA AVENUE, N. W •• WASHINGTON, D.C •• zent. (202) f22-Z'60 

5MBAROOlm tJNTIL 4: 15 P. M. 
september 29, 1998 

CONTACT: Office of Financing 
202/219-3350 

'l'REAStJRY TO AUCTION $8,000 MILLION OF 
9-1/4-YEAR 3-5/8% rNPLATION-INDEXED NOTES 

The Treasury will auction $8,000 million of 9-1/4-year 3-5/8\ inflation
indexed notes to raise cash. 

Amounts bid by Federal Reserve Banka for their own accounts and as agents 
for foreign and international monetary authorities will be added to the offering. 

The auction will be conducted in the single-price auction format. All 
competitive and noncompetitive awards will be at the highest yield of accepted 
competitive tenders. 

The notes being offered today are eligible for the STRIPS program. 

Tenders will be received'at Federal Reserve B~nks and Branches and at 
the Sureau of the Public Debt, Washington, D. C. This offering of TreasurY 
securities is governed by the terms and conditions set forth in the uniform 
Offering Circular (31 CFR part 356, as amended) for the sale and issue by ehe 
Treasury to the public of marketable Treasury bills, notes, and bonds •. 

Por original issue discOUDt (OID), IRS regulations per.mit reopenings of 
inflaeion-indexed securities without regard to OID rules, provided that the 
reopenings occur not more eban one year afeer the original .securities.were first 
issued eo the pUblic. Therefore, the OXD limit does not apply to this auction. 

Detail. about ehe security are given in the attached offering highlights. 

000 

Attachment 

RR-2719 
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BXGHLIGBTB 01' DSASUllY OPI'DDIQ TO DIE PUBLIC OF 
9-1/4-YBAa DU'LA'l'IOH-D1T'IEx ID HO'l'ES -ro BE ISsmm OC'l'OBBR 15, 1998 

September 29, 1998 

Offering Amount •.••••••••••••••.••• $8,000 million 

DescriPtion of Of~eriDg: 
'l'er.m aDd type of security •••••••••• 

seri ••••.•..•..••.••....•..•..•...• 
CUSXP Dumber ••••••••••••••••••••••• 
Auction date ••••••••••••••••••••••• 
i.au. da~a •••••••.••••••••.••.••••• 
l)a..t:eCl aate ••••••••••••••••••••••••• 
IfJa t1I,zti ty de. t. ..................... . 
~t.r.st rate ••••••••••••••••.•••.• 
CUrrently outataDding •••••••••••••• , 
Ileal yie14 ••••••••••••••••.•••••••• 
Interest payment dates ••••••••••••• 
Hinimum bid amou.Dt and Multiples ••• 
Accrued ineeres~ ••••••••••• . ...... . 
Adjusted accrued interest 

9-1/4-year iD£latiOD
indexed notes (reopening) 
A-2008, 
912827 3'1' 7 
October 7, 1998 
oa~oher 15, 1998 
Januar.y 15, 1998 
January lS, 2008 
3-5/8% 
$8,~85 ail1:i.~n 
Dete~ine4 at auction 
January 15 aDA JUly 15 
$1,000 
$9.06250 per $1,000 (from 
JUly 15 to October 15, 1998) 

payable b.Y investor ••••••••••••••• $9.15983 per $1,000 
Premium or discount •••••••••••••••• Dete~ed at auction 

STRIPS InfoxmatioD: 
Hin~ amount re~ired •••••••••••• $1,600,000 
Cor,pus COSIP number •••••••••••••••• 912820 CL 9 

Submission of Bids: 
NODcompetitive bids: 

Competitive bids: 
(1) Must be expressed 
(2) Het long position 

~otal bid amount, 
or greater. 

Will be accepted in full up to $5,000,000 at the 
highest accepted yield. 

as a real yield with three dec~ls, e.g., 3.123%. 
for each bicider IIlUSt: be reported when the swa of the 
at all yields, and the net long position is $2 billion 

(3) Net lODg position DaUBt be determiDed as of one half-how:' prior to the 
closLng t~ for ~eceipt of competitive ~enders. 

Nax~ .ecognized Bid at a Single Yield ••••••••• 35% of public offering 
Max~ Award •••••••••••••••••••••••••••••••••••• 35% of puh11e,o££eziD9 

Receipt: of Tenders: 
Noncompetitive teDders: Prior to 12:00 noon Eastern Daylight Saving time 

on auction day. 
Competitive tenders: Prior to 1:00 p.m. Eastern Daylight Saving time on 

auctiOZl clay. 

Payment '1'er.ma: By charge to a funds accOUAt at a Federal ae.erve BaDk OD i88U8 
date, or pay.men~ of full par amount wleb ~eDder. Treasury Direct customers 
can use the Pay Direct feature ~oh au~ori.e. a ch&~ge to their accOUAt of 
record at their financial institution on issue date. 

XDCaxing %Dformation: 
CPI Base aeferenee Period •••••.•• 1982-1984 
Ref CPI 01/15/1998 ••••••••••••••• 161.55'8' 
Kef CPI' 10/15/1.998 ••••••••••••••• 163.29032 
%Ddex Ratio 10/15/1998 ••••••••••••• 1.01074 



PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
September 29, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY HURRICANE GEORGES IN FLORIDA 

The Bureau of Public Debt took action to assist victims of severe weather in Florida by 
expediting the replacement or payment of United States Savings Bonds for owners in the affected 
areas. The emergency procedures are effective immediately for paying agents and owners in 
those areas of Florida affected by the hurricane. These procedures will remain in effect through 
November 30, 1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE and I 
savings bonds presented to authorized paying agents for redemption by residents of the affected 
area. Most financial institutions serve as paying agents for savings bonds. 

Florida counties involved are Broward, Charlotte, Collier, Dade, DeSoto, Glades, Hendry, 
Hernando, Hillsborough, Lee, Manatee, Martin, Monroe, Palm Beach, Pasco, Pinellas and 
Sarasota. Should additional counties be declared disaster areas the emergency procedures for 
savings bonds owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete fonn PD-I048, available at most financial institutions or by writing the 
Richmond Federal Reserve Bank's Savings Bond Customer Service Department, 701 East Byrd 
Street, Richmond, Virginia 23219; phone (804) 697-8370. This form can also be downloaded 
from Public Debt's website at: www.publicdebt.treas.gov. Bond owners should include as much 
information as possible about the lost bonds on the form. This infonnation should include how 
the bonds were inscribed, social security number, approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St., Parkersburg, West 
Virginia 26106-1328. Bond owners should write the word "HURRICANE" on the front of their 
envelopes, to help expedite the processing of claims. 

RR-2722 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt. Washington, DC 20239 

FOR IMMEDIATE RELEASE 
September 29, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY HURRICANE GEORGES IN PUERTO RICO AND 

THE U.S. VIRGIN ISLANDS 

The Bureau of Public Debt took action to assist victims of severe weather in Puerto Rico and the 
U.S. Virgin Islands by expediting the replacement or payment of United States Savings Bonds 
for owners in the affected areas. The emergency procedures are effective immediately for paying 
agents and owners in those areas of Puerto Rico and the U.S. Virgin Islands affected by the 
hurricane. These procedures will remain in effect through November 30, 1998. 

Public Debt's action waives the nonnal six-month minimum holding period for Series EE and I 
savings bonds presented to authorized paying agents for redemption by residents of the affected 
area. Most financial institutions serve as paying agents for savings bonds. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete fonn PD-1048, available at most financial institutions or by writing the Buffalo 
Branch Federal Reserve Bank's Savings Bond Customer Service Department, 160 Delaware 
Avenue, Buffalo, New York 14202; phone (716) 849-5000. This form can also be downloaded 
from Public Debt's website at: www.publicdebt.treas.gov. Bond owners should include as much 
infonnation as possible about the lost bonds on the form. This information should include how 
the bonds were inscribed, social security number, approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St., Parkersburg, West 
Virginia 26106-1328. Bond owners should write the word "HURRICANE" on the front of their 
envelopes, to help expedite the processing of claims. 

RR-2723 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
September 30, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY HURRICANE GEORGES IN ALABAMA 

The Bureau of Public Debt took action to assist VIctIms of severe weather in Alabama by 
expediting the replacement or payment of United States Savings Bonds for owners in the affected 
areas. The emergency procedures are effective immediately for paying agents and owners in 
those areas of Alabama affected by the hurricane. These procedures will remain in effect 
through November 30, 1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Most financial institutions serve as paying agents for savings bonds. 

Alabama counties involved are Baldwin, Clarke, Escambia, Mobile, Momoe and Washington. 
Should additional counties be declared disaster areas the emergency ·procedures for savings bonds 
owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-1 048, available at most financial institutions or by writing the 
Richmond Federal Reserve Bank's Savings Bond Customer Service Department, 701 East Byrd 
Street, Richmond, Virginia 23219; phone (804) 697-8370. This form can also be downloaded 
from Public Debt's website at: www.publicdebUreas.gov. Bond owners should include as much 
information as possible about the lost bonds on the form. This information should include how 
the bonds were inscribed, social security number, approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St., Parkersburg, West 
Virginia 26106-1328. Bond owners should write the word "HURRICANE" on the front of their 
envelopes, to help expedite the processing of claims. 

RR-2724 000 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE Contact: Peter Hollenbach 
September 30, 1998 (202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY HURRICANE GEORGES IN LOUISIANA 

The Bureau of Public Debt took' action to assist VIctIms of severe weather in Louisiana by 
expediting the replacement or payment of United States Savings Bonds for owners in the affected 
areas. The emergency procedures are effective immediately for paying agents and owners in 
those areas of Louisiana affected by the hurricane. These procedures will remain in effect 
through November 30, 1998. 

Public Debt's action waives the normal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Most financial institutions serve as paying agents for savings bonds. 

Louisiana parishes involved are Ascension, Assumption, Jefferson, Lafourche, Livingston, 
Orleans, Pla'quemines, St. Bernard, St. Charles, St. James, St. John, St. Martin, St. Mary, 
St. Tammany, Tangipahoa, Terrebone, Vermillion and Washingt~n. Should additional parishes 
be declared disaster areas the emergency procedures for savings bonds owners will go into effect 
for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-1048, available at most financial institutions or by writing the 
Richmond Federal Reserve Bank's Savings Bond Customer Service Department, 701 East Byrd 
Street, Richmond, Virginia 23219; phone (804) 697-8370. This form can also be downloaded 
from Public Debt's website at: www.publicdebureas.gov. Bond owners should include as much 
information as possible about the lost bonds on the form. This information should include how 
the bonds were inscribed, social security number, approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St., Parkersburg, West 
Vir£inia 26106-1328. Bond owners should write the word "HURRICANE" on the front of their 

'-' 

envelopes, to help expedite the processing of claims. 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
September 30, 1998 

Contact: Peter Hollenbach 
(202) 219-3302 

BUREAU OF THE PUBLIC DEBT AIDS SAVINGS BONDS OWNERS 
AFFECTED BY HURRICANE GEORGES IN MISSISSIPPI 

The Bureau of Public Debt took action to assist victims of severe weather in Mississippi by 
expediting the replacement or payment of United States Savings Bonds for owners in the affected 
areas. The emergency procedures are effective immediately for paying agents and owners in 
those areas of Mississippi affected by the hurricane. These procedures will remain in effect 
through November 30, 1998. 

Public Debt's action waives the nonnal six-month minimum holding period for Series EE savings 
bonds presented to authorized paying agents for redemption by residents of the affected area. 
Most financial institutions serve as paying agents for savings bonds. 

Mississippi counties involved are Covington, Forrest, George, Greene, Hancock, Harrison, 
Jackson, Jefferson Davis, Jones, Lamar, Lawrence, Marion, Pearl River, Perry, Pike, Stone, 
Walthall and Wayne. Should additional counties be declared disaster areas the emergency 
procedures for savings bonds owners will go into effect for those areas. 

The replacement of bonds lost or destroyed will also be expedited by Public Debt. Bond owners 
should complete form PD-1048, available at most financial institutions or by writing the 
Richmond Federal Reserve Bank's Savings Bond Customer Service Department, 701 East Byrd 
Street, Richmond, Virginia 23219; phone (804) 697-8370. This form can also be downloaded 
from Public Debt's website at: www.publicdebt.treas.gov. Bond owners should include as much 
information as possible about the lost bonds on the form. This information should include how 
the bonds were inscribed, social security number, approximate dates of issue, bond 
denominations and serial numbers if available. The completed form must be certified by a 
notary public or an officer of a financial institution. Completed forms should be forwarded to 
Public Debt's Savings Bond Operations Office located at 200 Third St., Parkersburg, West 
Virginia 26106-1328. Bond owners should write the word "HURRICANE" on the front of their 
envelopes, to help expedite the processing of claims. 
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PUBLIC DEBT NEWS 
Department of the Treasury • Bureau of the Public Debt • Washington, DC 20239 

FOR IMMEDIATE RELEASE 
September 30, 1998 

CONTACT: Peter Hollenbach 
(202) 219-3302 

or 
L. Richard Keyser 
(202) 755-7510 

TREASURY AUTHORlZES HUD CALL OF 
FHA INSURANCE FUND DEBENTURES 

The Departments of Treasury and Housing and Urban Development announced today the call of all 
Federal Housing Administration (FHA) insurance fund debentures with an interest rate of 6 percent 
or higher outstanding as of September 30, 1998. Debentures issued with a debenture lock 
agreement are not subject to the call. Debentures that have been registered on the books of the 
Federal Reserve Bank of Philadelphia as of September 30, 1998, are considered, "outstanding." The 
date of the call for the redemption of approximately $123 million in debentures is January 1, 1999, 
with the semi-annual interest due January 1, paid along with the debenture principal. . 

Debenture owners of record as of September 30, 1998, will be notified by mail of the call. 
Properly completed transaction requests for the transfer of debentures within the FHA Book-Entry 
Debenture system will be processed if received by December 12, 1998. Investors should contact 
the Federal Reserve Bank of Philadelphia(215) 574-6684 for more information. 
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-
RR-2727 

http://www.publicdebUreas.gov 



THE DEPUTY SECRETARY OF THE TREASURY 

The Honorable James A. Leach 
Chairman 

WASHINGTON 

September 30, 1998 

Committee on Banking and Financial Services 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

I appreciate the opportunity to discuss the role of the Treasury Department with respect to 
Long-Term Capital Management. At Treasury, we monitor developments in markets around the 
world. We were informed of developments affecting Long-Term Capital Management, and we 
were kept apprised of the progress of discussions among its creditors. We did not, however, 
participate in any of those discussions. 

We applaud your decision to hold a Banking Committee hearing on the role of hedge 
funds in today's financial markets. There are many important issues that will be raised and that 
must be considered by Congress, the financial regulators and market participants. 

Therefore, Secretary Rubin, as Chairman of the President's Working Group on Financial 
Markets, has asked that the staffs of the constituent agencies prepare a study of the potential 
implications of the operations of firms such as Long-Term Capital and their relationships with 
their creditors. We will proceed as expeditiously as possible, and we will share our results with 
Congress as soon as practicable. 

While there are many issues to be studied, we urge the Congress to pass the Financial 
Markets Reassurance Act of 1998. This legislation will decrease rather than increase systemic 
risk, because it will reduce legal uncertainty with respect to certain OTC derivatives and hybrid 
instruments. In addition, the standstill legislation will allow the CFTC to take appropriate action 
in response to a market emergency. I would note that the conferees on the Appropriations for 
Agriculture have preliminarily decided to include a version of this bill. 

We also urge the Congress to enact the financial contract netting legislative proposals 
approved by the Banking Committee. These proposals would amend the 8ankruptcy Code and 
the bank insolvency laws and are important in reducing systemic risk in financial markets. 

Sincerely, 

RR-2728 
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