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SECRETARIES, UNDER SECRETARIES, AND ASSISTANT SECRETARIES
OF THE TREASURY DEPARTMENT FROM JANUARY 21, 1953, TO
DECEMBER 16, 19571

Term of service
. Official

"From— To—

Secretaries of the Treasury

Jan. 21,1953 | July 28, 1957 | George M. Humphrey, Ohio.
July 29,1957 |oocooooo___ Robert B, Anderson, Conneeticut.

Under Secretaries?

Jan. 28,1953 | July 31, 1955 | Marion B. Folsom, New York.
Aug. 3, 1954 | Sept. 25, 1957 [ W. Randolph Burgess Maryland.
Aug. 38,1955 | Jan. 31,1956 | H. Chapman Rose, Ohio.

Aug., 9,1957 | _____...._ Fred C. Scribner, Jr., Maine.
Sept. 30, 1957 {_____________. Julian B. Baird, Minnesota.

Deputies to the Secretary

Jan. 21,1953 | Aug. 2, 1954 | W. Randolph Burgess, New York.
Jan, 9,1957 | oo ____ Dan Throop Smith, Massachusetts.

Asststant Secretaries ?

Jan. 24, 1952 | Feb. 28, 1957 | Andrew N. Overby, District of Columbia.
Jan. 28,1953 | Aug. 2, 1955 | H. Chapman Rose, Ohio.

Sept. 20,1954 | ________._____ Laurence B. Robbins, Illinois.

Aug. 3, 1955 | Deec. 15, 1957 | David W, Kendall, Michigan.

Apr. 18,1957 | Aug. 8, 1957 | Fred C. Scribner, Jr., Maine.

Dec. 4,1957 | ___________. Tom B. Coughran, California,

Dec. 16,1957 | oo A. Gilmore Flues, Ohio,

Fiscal Assistant Secretaries

Mar. 16, 1945 { June 17, 1955 | Edward F. Bartelt, Illinois.
June 19,1955 |_.____________ William T. Heffelfinger, District of Columbia,

Administrative Assistant Secretary

Aug. 2,1950 \.._.__...._._.| William W. Parsons, California.

1 F%r officials from September 11, 1789, through January 20, 1953, see exhibit 55, p. 314, in the 1953 annua}
repor

? The positions of an additional Under Secretary and an additional Assistant Secretary were established
under the provisions of an act approved July 22, 1954 (5 U. 8. C. 244, 246). )

X1



PRINCIPAL ADMINISTRATIVE AND STAFF OFFICERS OF THE
- TREASURY DEPARTMENT AS OF DECEMBER 16, 1957

SECRETARY
ROBERT B. ANDERSON

Fred C. Seribner, Jr______________ Under Secretary.
Robert D. Hartshorne, Jr... Assistant to the Under Secretary.
William W, Parsons_.____.__._ Administrative Assistant Secretary.
James H. Stover..___.___ Head, Management Analysis Staff.
Paul Mc¢Donald..____.___ Director of Administrative Services.
John D. Larson_.____ Assistant Director of Administrative Services.
Willard L. Johnson_______ Budget Officer.
Howard M. Nelson. . Assistant Budget Officer.
S.T. Adams_____________ Director of Personnel.
Nils A. Lennartson___________ Assistant to the Secretary (for public
affairs).
Fra'ncis J. Gafford____________ Assistant to the Secretary and Personnel
Security Officer.
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ANNUAL REPORT ON THE FINANCES

TrEASURY DEPARTMENT,
v ‘Washington, D. C., January 31, 1958.

Sirs: I have the honor to report to you on the finances of the
Federal Government for the fiscal year ended June 30, 1957.

Present conditions of world tension emphasize the importance of
wise handling of our finances. Essential military and civilian needs
must be met; and at the same time, the total demands on our available
resources must be kept within sustainable limits.

On the fiscal front, we must continue to examine every expendi-
ture—military and civil—from the point of view of its contribution
to national defense or to the stability and good health of the economy.
Priority of national security over lesser needs must be recognized,
and Federal participation in programs which might be undertaken by
private business or which are the primary responsibility of States and
localities must be held to a minimum. This is a sound policy at all
times, but it is particularly urgent at present when an increasing share
of Federal revenues must be allocated to military research, training,
and procurement.

A full report follows on the Treasury’s operations during the 1957
fiscal year. During that period my predecessor, George M. Humphrey,
was Secretary of the Treasury.

RoserT B. ANDERSON,
Secretary of the Treasury.

To THE PRESIDENT OF THE SENATE.
To THE SPEAKER OF THE HoUSE OF REPRESENTATIVES. ~

2
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REVIEW OF FISCAL OPERATIONS







- Summary of Fiscal.Operations

The Government’s budget has been balanced for the second con-
secutive year with a surplus of $1.6 billion for the fiscal year 1957,
‘approximately the same as that achieved in the fiscal year 1956.
Net budget receipts of $71.0 billion and expenditures of $69.4 billion
were slightly higher than estimated, while the surplus was $0.1 billion
lower than estimated in January 1957. This surplus, together with
an excess of receipts in trust account and other transactions, and a
reduction in the balance in the account of the Treasurer of the United
States, made possible a reduction in the public debt of $2.2 billion.
As of June 30, 1957, the public debt outstanding was $270.5 billion
compared with $272.8 billion on June 30, 1956,.while, the Treasurer’s
balance on these dates was $5.6 and $6.5 billion, respectwely

Results of the Government’s budget operations and the change in
the public debt for the fiscal years 1956 and 1957 are summarized in
the table that follows. It will be noted that net receipts for the fiscal
year 1957 were $2.9 billion higher than in fiscal 1956, while the ex-
penditures were also $2.9 billion higher.

1956 | 1957

In billions of dollars

Budget results:

Neb reCeiDtS. . . o n oo .68.2 710

Net expenditures. .........._. P, :_|#66.5 69. 4
Budget sSurplus. . .o e 1.6 1.6

us:

Trust account and other transactions, excess of receipts, or expenditures (—)L.. .3 -.3
Change in Treasurer’s balance: decrease, or inerease (—).-ovo oo oecmoeeooeoomono. -3 | rLo .6
2.2

Equals: Public debt decrease. ... ... oo 1.6

*Less than $50 million.

! Includes net trust account transactions, etc.; net invéstment by Government agencies in public debt
securities; net sales or redemptions of obllgatlons ‘of Government agencies in the market; changes in clearing.
%‘nd other accounts necessary to reconcile to Treasury cash; and changes in amount of cash held outside the

reasury.

The President’s budget message for the fiscal year 1959 indicates an
estimated deficit of $0.4 billion in 1958 and an estimated surplus of
$0.5 billion-in-1959. . Net budget receipts are.estimated at $72.4 bil-
lion for the fiscal year 1958 and $74.4 billion for 1959. Expenditures
for these fiscal years are estimated at $72.8 billion and $73.9 billion,
respectively. Table 8 shows budget receipts and expenditures, actual

5
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for the fiscal year 1957 and estimated for the fiscal years 1958 and
1959, and table 10 shows the effect of financial operations on the
public debt..

THE BUDGET

$8il,

743 §urpl\us
16 16,

Expenditures w.

60

40

Fiscol Years g
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In furtherance of the policy enunciated by the President in his
Budget message of January 16, 1956, further progress was made in
reducing the unexpended balances of appropriations, including the
balances of revolving and management funds and other authoriza-
tions. The progress in reducing these balances is indicated in the
_ following table. It shows an appreciable decline in unexpended
balances of appropriations from $78.4 billion on June 30, 1953, to
$43.9 billion on June 30, 1957. The total unexpended balances
which were $102.8 billion on June 30, 1953, declined to $68.8 billion
on June 30, 1957. During the fiscal year 1957 unexpended balances
were reduced by $4.2 billion. The table that follows shows the
amounts of balances at the end of each fiscal year from June.30, 1953
to 1957,
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Unexpended balances

{In billions of dollars]
. : Appro- | Revolving Other
June 30 priated and man- | authoriza- Total
funds agement tions
funds
8 PR 78.4 1.7 22.7 102.8
1954 ... - 67.8 2.9 23.6 94.2
1955 e - 52.1 5.4 22.2 79.7
3056 e e cacmmcemememmemeeae 46.0 4.1 22.9 73.0
i U 43.9 3.4 21.7 68.8

SOURCE: Budget of the Uniled States Government for the Fiscal Year Ending June 80, 1959.

In fiscal 1957 there was a somewhat more even flow of net budget
receipts than in 1956. - Receipts in the first half of the fiscal year 1957
were not only $2.8 billion greater than in the same part of the prior
year but also they comprised 40 percent of the total receipts for 1957
as compared with 37 percent in 1956. While the budget deficit of
$5.7 billion in the first half of 1957 was $2.2 billion less than the first-
half deficit of 1956, there was still need for substantial amounts of
temporary borrowing., Budget receipts and expenditures and their
imbalances by quarters of the fiscal years 1956 and 1957 are shown in
the table which follows.

Federal budget operations
[In billions of dollars)

1956 1957
Period
Net Budget Surplus, Net Budget Surplus,
budget expendi- - or budget expendi- or
receipts tures deficit (=) | receipts tures deficit (=)
July-September. ____._..___._. 13.0 16.9 -39 14.7 16.4 -1.7
October-December. _....__... 12.2 16.2 3.9 13.4 17.4 —4.0
Total first half_-___._.___ 25.2 33.1 -7.9 28.1 33.8 —5.7
January-March...___.___.____ 22.2 15.6 6.6 21.7 17. 4 4.3
April-June___ ... . 20.7 17.8 2.9 212 18.2 3.0
Total second half__..._. 42.9 33.4 9.5 42.9 35.6 7.3
Total fiscal year ... 68.2 66. 5 1.6 71.0 69.4 | . 1.6

The increase in the proportion of total receipts which was received in
the first half of the fiscal year is due in most part to the acceleration
of the payment schedule for corporation income tax under the 1954
Internal Revenue Code. This requires for corporations with tax
lLiabilities in excess of $100,000 a gradual shift over a 5-year period to &
payment of 25 percent of estimated tax in each of the third and fourth
quarters of the taxable year and 25 percent in each of the ensuing
quarters. The schedule will be fully effective in the fiscal year 1960.
In fiscal 1957 the calendar year corporations to which this schedule
applies were required to pay 10 percent of their estimated tax on 1956
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income in September 1956 and 10 percent in December 1956 and 40
percent each in March and June 1957. * The progressive redistribution
of these corporation tax payments will tend to mitigate the seasonal
borrowing problem of the Treasury. However, payment of estimated
corporation taxes in the first half of the fiscal year are reduced by the
$100,000 exemption and by the leeway permitted in the amounts
estimated. In addition, only one quarterly payment of estimated
individual income tax is received in the July-December period.
Therefore, comparatively large proportions of total receipts will con-
tinue to be received in the January-June period. If expenditures for
the first six months of a fiscal year remain as high as they have in the
past, the Treasury will continue to be required to resort to consider-
able seasonal borrowing.

BUDGET RECEIPTS AND EXPENDITURES

BUDGET RECEIPTS IN 1957

Net budget receipts in the fiscal year 1957 amounted to $71.0
billion, an increase of $2.9 billion over the previous high record of
$68.2 billion collected in 1956. Certain excise taxes included in net
budget receipts in 1956 were treated as trust fund receipts in 1957. If
the classification of these receipts had not been changed, the rise in
1957 would have been substantially larger. The increase in 1957
receipts reflected substantial gains in personal incomes and a moderate
rise in corporate profits.

A comparison of receipts, by major sources, in the two fiscal years
is shown in the following table.

.. |Increase, or decrease (—)
1956 . 1957 ’
Source Amount
..Percent
In billions of dollars
Internal revenue:
Individual income taxes. ... oo oooooccaioooooo 35.3 39.0 3.7 10.5
Corporation income taxes 8 - 21.3 21.5 .2 1.1
Excise taxes......_...._ . 10.0 10.6 .6 6.3
Employment taxes..... . 7.3 7.6 .3 3.9
Estate and gift taxes__ .. ..o ... 1.2 1.4 .2 17.7
Internal revenue not otherwise classified-_...._...___.__ *) ™ (60 JEN P
Total internal revenue. . ... c.cociinacecacaanaaas 75.1 80.2 51 6.7
CUStOINS - oo ceemcmccccecemeeaaeaan .7 .8 ™ 7.0
Miscellaneous receipts. . v oo oo oo 3.0 2.7 =3 -8.6
Gross budget receipts. ... .. 78.8 83.7 4.9 6.2
Deduct:
Transfer to Federal old-age and survivors insurance
trast-fund:. __ N tIon 6.3 6.3 ™ —.8
Transfer to Federal disability insurance trust fund .. _.{_..______. .3 I 2 D
‘Transfer to highway trust fund____ ... . _____ .| ... 1.5 ) T I
Transfer to railroad retirement account.. ... ...____._____ .6 .6 *) -2.9
Refunds of recelpts. . .o .o il 3.7 3.9 .2 6.3
Net budget receipts. .. oo cceaaeae 68.2 71.0 2.9 4.2

*Less than $50 million.
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All major sources of revenue increased in 1957 except for the nontax
source, miscellaneous receipts. However, a large part of the rise in
gross receipts in 1957 did not carry through to net budget réceipts,
principally because of initial transfers of certain excise tax collections
to the highway trust fund. The increase in 1957 may therefore be
attributed principally to the large increase in receipts from the in-
dividual income tax.

Individual income tazes—Receipts from individual income taxes
increased to $39,030 million, $3,696 million greater than the receipts of
$35,334 million in 1956. The continued increase in personal incomes
accounted for the rise.

Corporation income tazes.—Corporation income tax receipts amounted
to $21,531 million in the fiscal year 1957, as compared with receipts of
$21,299 million in 1956. The increase of $232 million reflected larger
profits in liability years 1955 and 1956, the liabilities which determined
receipts in fiscal 1957, as compared with profits in 1954 and 1955.
Other factors of a technical nature affecting the 19561957 comparison
of receipts were largely offsetting.

Excise tazes.—Receipts from this source are listed in the table which
follows.

Increase, or decrease (—)
1956 1957
Source Amount
Percent
In millions of dollars

Aleohol taxes. ... e 2, 921 2,973 53 1.8
Tobacco taxes.. ..o ooicooaiaaooo. e eaan 1,613 1,674 | 61 3.8
Taxes on documents, other instruments, and playing cards. 115 108 -7 —6.4
Manufacturers’ excise taxes. ..o ... 3,456 3,762 306 8.9
Retailers’ excise taxes. .. ... e 322 336 14 4.4
Miscellaneous excise taxes - .. oo ooooiiiiiieaaio. 1, 608 1,719 110 6.8

Undistributed depositary receipts-and unapplied «collec-- .

BN L e ~31 66 97 ®
Gross excise taXes. .. . oo eeemae e 10, 004 10, 638 633 6.3
Deduct:

Transfer to highway trust fund._ ... _{-._..___._ 1,479 1,479 [cacaceaa o
Net excise taxes . oo oo oeieicceicaaae 10, 004 9,159 —846 -85

| Percentage comparison inappropriate.

Gross excise tax receipts in 1957 of $10,638 million were $633 mil-
lion higher than receipts in 1956. Most of this increase was due to
higher tax rates and new taxes enacted in the Highway Revenue Act
of 1956 (26 U. S. C. 4426, 4481). Tax rate changes were primarily
responsible for the large gains reported in receipts from taxes on gaso-
line, tires and tubes (including the new tax on tread rubber), and
diesel “fuel;"and for the nioderate rise in receipts-from the tax on
automobile trucks and buses. Initial receipts from the new use tax
on certain vehicles also contributed to the increase in 1957.
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Most of the excise taxes were unaffected by rate changes and showed
moderate increases consistent with the gains in consumer incomes
and general business activity. However, the general increase through-
out the excise tax list was offset to a considerable degree by the very
large decrease of $232 million in receipts from the tax on passenger
automobiles. This decline reflected a drop in automobile production
from the unusually high level attained in the calendar year 1955. »

Collections of certain excise taxes in effect prior to the enactment
of the Highway Revenue Act are required by the act to be transferred,
together with receipts from increased rates and new taxes, to the
highway trust fund. The deduction for transfers of previously exist-
ing taxes, made for the first time in 1957, resulted in a decline in net
excise taxes in the fiscal year 1957 as compared with 1956.

Employment taxes.—Receipts from the various employment taxes
are shown in the following table.

Increase, or decrease (=)
1956 1957

Source Amount
- Percent

In millions of dollars

Federal Insurance Contributions Act and Self-Employ-

ment Contributions Aet___._._ ... ______________________ 6, 337 6, 634 298 4.7
Railroad Retirement Tax Act___ ... . __________.____ 634 616 —18 [~ —2.9
Federal Unemployment Tax Act. 325 330 5 1.7

- Dedue Total employment taXeS. « o vcmcecacccrcocnnaeccmaan 7,296 7, 581 285 3.9
De
Transfer to Federal old-age and survivors insurance
trust fund. .o iiiciceaeeen 6,337 6,301 —36 —.6
Transfer to Federal disability insurance trust fund...._[-ceceo__.. 333 333 Jocomooeo -
Transfer to railroad retirement account...___.__.____.._ 634 616 —18 -2.9
Net employment taXes. . ..cocacaceeccacacecaceanaan 325 . 330 5 1.7

Receipts from the. Federal Insurance Contributions Act and the
Self-Employment Contributions Act increased in the fiscal year 1957,
principally as a result of higher tax rates in connection with the
establishment of the Federal disability insurance trust fund. Re-
ceipts from the Railroad Retirement Tax Act decreased slightly.

Estate and gift taxes.—Receipts from estate and gift taxes amounted
to $1,378 million in 1957, an increase of $207 million over the $1,171
million received from this source in 1956.

Customs.—Customs receipts increased by $50 mllhon to $754 mil-
lion in 1957.

Meiscellaneous receipts.—Miscellaneous receipts declined to $2,749
million in 1957. The drop of $258 million from the $3,006 million
received in 1956 was principally accounted for by smaller receipts
from rents of Outer Continental Shelf lands and smaller receipts from
the sale of surplus property.
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Refunds of receipts.—Refunds of receipts increased $233 million to
$3,917 million in 1957, The increase over the $3,684 million refunded
in 1956 was mainly accounted for by an increase in individual in-
come tax refunds.

ESTIMATES OF RECEIPTS IN 1958 AND 1959

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to Congress estimates of the public revenue
for the current fiscal year and for the fiscal year next ensuing (act
of February 26, 1907 (5 U. S. C. 265)). ’

The estimates of receipts from taxes and customs for the current
and ensuing fiscal years are prepared in December of each year by the
Treasury Department. In general, the estimates of miscellaneous
receipts are prepared by the agencies depositing the receipts in the
Treasury.

The receipts estimates are based on the assumption that business
activity will resume expansion in 1958. It is also assumed for the
fiscal year 1959 that legislation will be enacted extending tax rates at
their present levels for a year beyond July 1, 1958, as recommended by
the President.

Detailed estimates of budget receipts under both existing and pro-
posed legislation are contained in table 8.

Net budget receipts in the fiscal year 1958 are estimated to be
$72,400 million, an increase of $1,371 million over actual receipts of
$71,029 million in 1957. A further rise of $2,000 million to $74,400
million is expected for 1959.

Fiscal year 1958

Actual receipts in 1957 and estimated receipts in 1958 are compared
by major sources in the following table. The amounts shown are the
net amounts after deductions of refunds and transfers to trust funds
and therefore differ from the amounts shown in table 8 which are on
a gross basis.

] Increase,
. 1957 1958 or de-
Source ) actual estimate |crease (—),

1958 over
1957

In millions of dollars

Individual income taxes. - - 35, 620 37, 200 1, 580
Corporation income taXeS. . oav o ac o couomiceccccmccaccmcc e amaeman 21,167 20, 385 —~782
EXCISE £AXES oo oo oo 9, 055 8,808 —157
Employment taxes....._..... ——- - 328 | - 339 11
Estate and gift taxes. i 1,365 1,486 121
Taxes not otherwise classified - 14 5 ~9
CUSEOMIS. . e cmecmea e mmeccmecmc e acmnan 735 765 30
Miscellaneous receipts. ... - 2, 746 3,322 576

Net budget receipts. R 71, 029 72, 400 1,371
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Receipts from the most important revenue source, the individual
income tax, are estimated to increase in 1958 by a substantial amount.
A large increase is also estimated for miscellaneous receipts which con-
sist almost entirely of nontax revenues. Offsetting these and other
smaller increases are estimated declines of 4 percent for corporation
income taxes and 2 percent for net excise taxes (after transfers to the
highway trust fund).

Individual income taxes.—The yield from this source on a gross and
net basis is shown in the following table.

1957 1958 Increase
Source actual estimate 195189 g;fer

In millions of dollars

Individual income taxes:

Withheld - 26, 728 28, 200 1,472
Other.._. 12,302 12, 600 298
Gross dividual i1eometaxes - - o oo oo . 80,030 40,800 1,770

Less refunds. - . . oot e 3,410 3,600 190

Net individual income taxes. - ..o ooooiiicaoiaaen 35, 620 37, 200 1,580

The increase in individual income taxes results from the higher
levels of income affecting fiscal year 1958 receipts.

Corporation income tazes.—Corporation receipts on a gross and net
basis are shown in the following table.

Increase,
1957 1958 or de-
Source actual estimate | crease (—),
1958 over
’ 1957

I millibns of-dollars

Corporation IRCOME tAXeS. - - - .o cme e 21, 531 20, 800 =731
Less refunds 364 415 51

Net corporation income taxes_ ... oo oomo e el 21,167 20, 385 —1782

The decline in corporation tax receipts reflects an estimate of lower
corporation profits in the calendar year 1957 than in 1956 and an
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irregularity in the flow of corporation receipts that raised the fiscal
year 1957 total in comparison with those estimated for 1958.

- Euxcise tazes.—Receipts.from this source. are listed in the table;which

“follows.

Increase,
1957 1958 or de-
Source actual estimate | crease (—),
1958 over

1957

In millions of dollars

TALCONO] BaXES . . e eicicaeacns 2,973 3,036 . 63 -
TObaCGO, bAXES oo il o] s4<1,674 + 1,735 . 61
Taxes on documents, other instr umcnts and playing cards.. - 108 112 4
Manufacturers’ excise taxes_ ________.__.__________________ - 3,762 4,184 422
Retailers’ excise taxes_ ... ; .- 336 355 19
Miscellaneous excise taxes 1,719 1,770 51
Undistributed depositary receipts and unapplied collections - 66 |oooaoaoooo —~66
Gross excise taxes. ..o ooo. 10, 638 11,192 554
Deduct:
Refunds of receipts..._........_. 103 174 71
Transfer to highway trust fund ' 1,479 2,120 641
Net exXeise taXes .o e cmaicaoo 9, 055 8,898 —~157

Gross excise taxes in 1958 are estimated to increase to $11,192 mil-
lion from actual receipts of $10,638 million in 1957. The full year
effect.of .increased and new taxes under the Highway Revenue Act of

-1956 (26 U. S. C. 4426, 4481), as compared with the part year effect
in 1957, together with estimated higher levels of taxable goods and
services, is responsible for the estimated rise in gross receipts. All
major excise tax sources are expected to increase with the manufac-
turers’ taxes showing the largest advances. ‘Receipts from the gaso-
line tax furnish almost half of the increase shown for this group.

Although gross excise taxes are estimated to increase $554 million
in 1958, a decline of $157 million is estimated for net excise taxes.
Transfers of tax receipts to the highway trust fund will increase in
1958, not only because of increases in the revenue yields of the taxes
transferred, but also because transfers of both increased or new taxes
and taxes in effect prior to the act will occur on a full year basis in
1958. Refunds will also increase because of the gasoline tax refund
provision of the act.
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Employment taxes.—The yield of the employment taxes is shown in.
the following table.

1957 1958 Increase,
actual estimate | 1958 over

Source 1957

In millions of doNars

Federal Insurance Contri!;)utions Act and Self-Employment Contri-

butions Act.. .. ...l 6, 634 7,763 1,129
Railroad Retirement Tax Act_... 616 620 4
Federal Unemployment Tax Aet. - oo oo oo oeooao 330 342 12

Gross employment $aXeS . oo oeamoeas 7,581 8,725 1,144

Deduct: . X .
Refunds of recelpts. - .. oo 3 b 25 PO
Transfer to Federal old-age and survivors insurance trust fund. . 6, 301 6, 900 599,
Transfer to Federal disability insurance trust tund 8 863 530:
Transfer to railroad retirement account. . ........_....... 616 620 4
328 339 1k

Net employment taxes...

All employment taxes are expected to increase in fiscal 1958.
Higher levels of taxable wages and a full year effect of the higher
rates enacted to finance the Federal disability insurance trust fund are
primarily responsible.

Estate and g¢ift taxes—The yield from estate and gift taxes on a,
gross and net basis is shown in the following table.

1957 1958 Increase,.
actual estimate | 1958 over-
Source - 1957

In millions of dollars

Estate and gift taxes 1,378 1, 500 122
Less refunds......._ 13 14 "L
Net estate and gift taxes 1,365 1,486 121

Higher asset valuation is responsible for the estimated rise in these:
receipts in the fiscal year 1958.

Customs.—The yield of receipts from this source on a gross and:
net basis is shown in the table which follows. '

1957 1958 Increase,
actual estimate | 1958 over

Source 1957

In millions of dollars

CUSEOMS . < o oo e ——ea——ne 754 785 31
Less refunds......__ . 20 b

735 765 303

Net customs,
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The estimated annual increase In customs receipts for the fiscal
year 1958 is expected to be concentrated mainly in the first half of
the year.

Miscellaneous receipts.—Receipts from this source on a gross and
-net basis are shown in the following table.

1957 1958 Increase,
: actual estimate | 1958 over
Source : 1957 -

In millions of dollars

stcellaneé)us TeCeIDES . Lo i 2,749 3, 323 516
3

Net miscellaneous receipts - oo oo oo oam i icaian 2, 746 3,322 576

Miscellaneous receipts are estimated to increase substantially in
the fiscal year 1958. Interest payments by Government enterprises
and foreign countries, rents and royalties on the Outer Continental
Shelf, and larger depos1ts by the Federal Reserve Board are primarily
respons1ble

Fiscal year 1959

Estimated net receipts in 1958 and 1959 are compared by major
sources in the following table.

1958 1959 Increase,
estimate estimate 1959 over
Source . 1958

In millions of dolars

Individual income taxXes. . . o oo oo 37,200 38, 500 1, 300
Corporation income taxes..... - 20, 385 20, 400 .
Excise taxes.___.._____. - 8, 898 9, 280 382
Employment taxes... - 339 347 8
Estate and gift taxes....__.__.._ . 1,486 1, 570 84
Taxes not otherwise classified.._ . 5 i ] PO
Customs. oo - 765 780 15
Miscellaneous recelpts . - .o oo eetmacacceaaea 3,322 3,518 196.

Net budget receipts. o oo oo 72, 400 74,400 2, 000

Receipts are estimated to increase $2,000 million in the fiscal year
1959 as compared with 1958. Major increases are estimated to occur
in receipts from the individual income taxes and from excise taxes..
Other receipt sources are expected to show small gains or to remain
virtually unchanged.



v

16 1957 REPORT OF THE SECRETARY OF THE TREASURY

Individual income taxes.—Receipts from the individual income
taxes on a gross and net basis are as follows:

1958 1959 Increase,

estimate estimate 1959 over
Source 1958

In millions of dollars

Individual income taxes:

Withheld.. . 28,200 | 29, 400 1, 200
Other.__. - 12, 600 12, 900 | 300
Gross individual Ineome taXes. - - oo ooeoooom oo 40, 800 42,300 1, 500

Less refands. . e 3,600 3,800 { 200
., Net individual income £aXes. - .o oo oeeoaoe e 737,200 - - 38,500 . 1,300

An expected rise in personal income accounts for the increased
receipts from individual income taxes.

Corporation income taxes.—Receipts from this source on a gross and
net basis are shown in the following table.

1958 1959 Increase,
estimate estimate 1959 over
Source 1958

In millions of doNars

Corporation income taxes. ..o . 20,800 20, 815 15
. Lessrefunds....... SO 415 415

Net corporation income taxes. ..o ooeo oo .. 20, 385 20, 400 15

Virtually unchanged receipts of corporation income taxes from fiscal
year 1958 to 1959 reflect the assumption that corporate profits will be
about the same in calendar year 1958 as in 1957. Although corporate
profits declined in the latter part of 1957, they are expected to improve
and average for the whole of 1958 at about the same level as in the
calendar year 1957. '

Ezxcise taxes—Receipts from this source, by major groups, are listed
in the following table.

1958 1959 Increase,
estimate estimate 1959 over
Source 1958

In millions of dellars

Aleohol $RXeS . - . o e e 3,036 3,098 62
TODACCO BAXES . - oee oo e e em e aan 1,735 1,780 45
Taxes on documents, other instruments, and playing cards. 112 12 o
Manufacturers’ excise taxes. ..o oo __..___ 4,184 4,418 234
Retailers’ excise taxes.__._..... 355 367 12
Miscellaneous excise LaXes. oo - oot iccciiccccaeaas 1,770 1,858 88
GroSS eXCISe tAXES _ - o oo oo oo e 11,192 11,633 441
Deduct:
Refunds of receipts. - - - eiiaool 174 189 15
Transfer to highway trust fund. 2,120 2,164 44

Net excise taxes e ococaaaaan - R 8, 898 9, 280 382
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.Excise taxes under proposed legislation are estimated to increase
in 1959 on both a gross and a net basis. Expanded business activity
and increased consumer incomes are estimated for 1959 and these are
reflected in advances throughout the excise tax group. "

These estimated increases also reflect enactment of legislation (1)
extending existing excise tax rates for another year and (2) providing
a new tax of 3% cents a gallon on jet fuels and an increase in the existing
tax rate on aviation gasoline to 3% cents from the present 2 cents.
Receipts from taxes on aviation gasoline and tires are presently
transferred into the highway trust fund; it is also proposed that
starting in 1959, receipts from aviation gasoline and tires be retained
in general receipts. ’

Employment taxes.—The yield of the employment taxes is shown
in the following table. :

1958 .1959 Increase, -
. estimate estimate | 1959 over
Source 1958

In millions of dollars

Federal Insurance Contributions Act and Self-Employment Con-

EEADUEIONS ACE - oo - e oo e 7,763 7,988 225
Railroad Retirement Tax Act..... 620 625 5
Federal Unemployment Tax Act 342" 350 8

Gross employment taxes. - - ool 8,725 8, 963 238

Deduet:
Refunds of receiptS- o o oo o v oouiomocccacaieaeoas 3 b: J
Transfer to Federal old-age and survivors insurance 6, 900 7,100 200
Transter to Federal disability insurance trust fund._.__ 863 888 25
Transfer to railroad retirement account. ... ... ... 620 625 .5
Net employment taXes. ..o oooooo oo oo loa i 339 - 347 8

All employment taxes are estimated to increase in fiscal 1959 as a
result of higher levels of taxable wages.

Estate and gift tawzes.—Receipts from this source are shown in the
following table.

1958 1959 Increase,
estimate estimate | 1959 over

Source 1958

In millions of dollars

Estate and giff taXes .« oo oo ceicaaeaas 1, 500 1, 585 ‘85
Less refunds 14 15

Net estate and gitt taxes. ool 1,486 1, 570 84

438363—58——3



18 1957 REPORT OF THE SECRETARY OF THE TREASURY

An expected rise in asset valuation accounts for the estimated
increase in receipts in the fiscal year 1959. _

Customs.—Receipts from this source on a gross and net basis dre
shown in the following table.

1958 1959 Increase,
: estimate estimate | 1959 over
Source 1958

In millions of dollars

CUSEOMS. e oo eeeeeeccaeemmceeee - 785 800 15
Less refunds S U 20 20 ... R
Net customs. covueecaemanne e emmaceceemcseeameaeee 765 780 15

An estimated rise in business activity is responsible for the expected
increase in customs receipts.

Miscellaneous receipts.—Receipts from this source on a gross and
net basis are shown in the following table.

1958 1959 Increase,
estimate estimate | 1959 over
Source 1958

In millions of dollars

Miscellaneous receipPts. « oo oo oo ccccceccmeenae 3,325 3, 521 196
Liess refunds. oo o i 3 -7 S
Net miscellaneous receipts . e oo m oo oo cemeeeeees 3,322 3,518 196

The estimated increase of $196 million in miscellaneous receipts is
attributable for the most part to larger collections of principal and
interest payments on loans.

BUDGET EXPENDITURES IN 1957

For the fiscal year 1957 the net budget expenditures were $69.4
billion, or $2.9 billion more than in the preceding fiscal year. The
following table gives comparative annual budget expenditure figures,
beginning with an average of 1949-50, the two fiscal years preceding
the Korean action, classified under major functional categories.
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Inter- Veterans’ Adjustment
Major national services to daily
national affairs  |Interest and Other 2 Treasury | Total
Fiscal year security ! and benefits statement

finance basis

" In billions of dollars

1949-50 average 13.0 5.4 56 6.7 86 39.6.
1951 22.4 3.7 5.7 5.3 7.5 44,1
1952 r 46.0 r.8 59 4.9 8.7 65. 4
1953. r51.8 .7 6.6 4.3 10.8 74.3
1954 r47.9 r.8 6.5 4.3 8.4 67.8
1955 r42.1 r7 6.4 4.5 10.9 64.6
1956 - r41.8 r7 6.8 4.8 12.4 66. 5-
1957 e 44.4 .8 7.3 4.8 12.1 69. 4

Nore.—The classification in this table is taken from the 1959 Budget document. The figures beginning:
with 1953 are on the basis of the Monthly Statement of Receipts and Expenditures of the United States Goyv~
er?%ﬁti S(zgef:?g}slgi gé i'flag;esss:igéatl‘?olgther details will be found in the tables section of this report.,

1 Includes, principally, military functions of the Defense Department, Mutual defense military assist-
i%cgiﬁig(%ﬂﬁﬁ?glgg &?glx;gi%rigghacg%ﬁs&?;ngg ggategic and critical materials under the General Services

2 Functional breakdown shown in the accompanying table.

The cost of major national security increased to $44.4 billion,
which accounts for $2.6 billion of the total increase. This increase
in major national security is represented by increased expenditures of
the military services in the amount of $2.6 billion and the develop-
ment and control of atomic energy in the amount of $0.3 billion,
partly offset by decreased expenditures for mutual defense assistance
in the amount of $0.3 billion, and for stockpiling and defense produc-
tion expansion in the amount of $0.1 billion. The increased expendi-
tures of the military services consisted of $1.6 billion for Air Force
defense, $0.4 billion for Army defense, and $0.7 billion for naval de-
fense. Expenditures for international affairs and finance show in-
creases for economic and technical development, foreign information
and exchange activities, and the conduct of foreign affairs amounting
to $0.2 billion. Interest expenditures, all of which related to public
debt obligations except $63 million, rose $0.5 billion from those in
1956, reflecting the general rise in money rates. Veterans’ services
and benefits did not change materially over the previous year, although
the various programs showed nominal increases and decreases.

Other programed expenditures of the Government, as identified in
the table below, show nominal increases and decreases as follows:
Under “Labor and welfare’’ the grants and other assistance for health,
education, and welfare increased by $0.2 billion; under “Agriculture
and agricultural resources” the price support program decreased by
$1.0 billion which was offset by increased payments of $0.7 billion
under the soil bank and other agricultural programs for a net decrease
of $0.3 billion; under ‘“Natural resources” the expenditures for con-
servation and development increased by $0.2 billion; under “Com-
merce and housing” a reduction of $0.6 billion represents primarily
the classification of Federal highway expenditures for 1957 as trust
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fund transactions; and under ‘“General government” the increase of
$0.2 billion is due principally to the Federal payment of $0.5 billion
to the civil service retirement and disability fund, partially offset by

reduced expenditures for other functions.

Budget expenditures—other
{In billions of dollars]

Agricul- Com- -
Labor | tare and | Natural | merce | General
Fiscal year and agricul- | resources and govern- | Total
wellare tural ’ housing ment
resources
1949-50 AVerage_ - oo 1.8 2.6 1.1 1.9 1.1 8.6
........... . 2.1 .6 1.3 2.2 1.3 7.5
1952 ....... - 2.2 1.0 1.4 2.6 15 8.7
1953 ... - 2.4 2.9 1.5 2.5 1.5 30.8
1954 ... - 2.5 2.6 1.3 .8 1.2 8.4
1955 ... - 2.6 4.4 1.2 1.5 1.2 10.9
1956__. - 2.8 4.9 1.1 2.0 1.6 12. 4
1957 e eee 3.0 4.6 1.3 1.5 1.8 12.1

ESTIMATES OF EXPENDITURES IN 1958 AND 1959

Actual expenditures for the fiscal year 1957 and estimates for the
fiscal years 1958 and 1959 are summarized by agencies in the following
table. Further. details will be found in table 8. The estimates are
based on those submitted to the Congress in the Budget of the United
States Government for the Fiscal Year Ending June 30, 1959.

Actual budget expenditures for the fiscal year 1957 and estimated expenditures for

1958 and 1969

{In millions of dollars. On basis of 1959 Budget document]

1957 1958 1959
actual | estimate estimate
Legislative branch_ . e 97 116 126
The Judiciary - 39 44 46
Agriculture Department (including Commodity Credit Corpmatlon) .-} 5006 5,327 4,981
- Atomic Energy Commission 2,300 2, 550
Civil Service Commission.. 22 21
Commerce Department. .o icaiiaaeea 652 803
Defense Department:
Military functions.. 38, 861 39, 779
Civil functions..___._ 639 662 701
Expansion of defense prod 130 370 272
Export-Import Bank of Washmgt 2300 393 51
General Services Administration.. 558 447 413
Health, Education, and Welfare De; 2,295 2,745 2,854
Housing and Home Finance Agency.._... - 823 207 455
Interior Department - 572 647 663
Justice Department. . - 214 223 228
Labor Department . - . cccmiaeen 418 463 452
Mutual security:
Military assistanee. . oo e 2, 200 2, 200
Other mutual security programs 1, 549 1, 668
Post Office Department_.._.._....__._.__. 686 516
Small Business Administration. 92 63
State Department . - o dcmeeee e cmeemceaa 228 228
Treasury Department:
Interest on the public debt. .. - . 7, 800 7,800
Other.__.___..______.___ 841 N
Veéterans Administration 5124 4,977
Allowance for proposed legislation and contingencies:
Pay adjustment:
Postal. e 160
Other (excluding Department of Defense).. 179
Delfense contingencies. ... o ... 500
Other contingencies.. 300
AN other. .. e 689
Net budget expenditures. ..o 73,934

s Excess of credits (deduct).
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TRUST ACCOUNT AND OTHER TRANSACTIONS_

In addition to the foregoing transactions of Federal agencies
relating to budgetary receipts and expenditures, there are other
financial activities which affect the cash balance of the Treasurer of
the United States as well as the cash held outside the Treasurer’s
account. These transactions do not affect the Federal budget and
are classified in Treasury reports under: Trust and deposit fund
transactions; net investments by Government agencies in public debt
securities; or net sales or redemptions of obligations of Government
agencies in the market: Data as to monthly and fiscal year trans-
actions in these categories will be found in the tables section of this
report. For the fiscal year 1957 the aggregate of these transactions
resulted in an excess of receipts of $195 million, as compared with an
excess of expenditures of $194 million in 1956.

Trust and deposit fund accounts.—These accounts are explained on
p. 331, under “Description of Accounts Relating to Cash Operations:
Nonbudget accounts.” The trust funds are maintained to account
for moneys held by the Government for use in carrying out programs
in accordance with trust agreements or statutes. Deposit fund
accounts are used to account for moneys held by the Government as
banker or agent for others, or to accouat for funds held in suspense
temporarily and later refunded or paid into some other account of the
Government. Receipts and expenditures of most of the trust funds
are reported on a gross basis, although certain trust accounts operate
as revolving or working funds and are reported net. Deposit fund
transactions are reported net. Major trust funds include the Federal
old-age and survivors insurance trust fund, the unemployment trust
fund, the veterans’ insurance funds, the civil service retiremeat and
disability fund, and the highway trust fund. During the fiscal year
1957 the aggregate of transactions in trust and deposit fund accounts
resulted in an excess of receipts in the amount of $1,409 million, as
compared with $2,250 million in 1956.

Investments of Government agencies in publ@c debt securities (net).—
These transactions are shown separately since they represent an
exchange of assets and have no effect on operating programs of the
fund involved. The investments provide interest earnings for the
trust and investment accounts until the moneys are needed to meet
the cash requirements of the programs. During the fiscal vear 1957
the aggregate of investment transactions showed net purchases of
public debt and guaranteed securities amounting to $2,300 million as
compared with $2,617 million in 1956. These figures are exclusive
of net purchases by Government-sponsored enterprises amounting to
$39 million in 1957 and $548 million in 1956.
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Sales and redemptions of obligations of Government agencies in market
(net).—These transactions are also stated separately, representing
financing operations between the Government agencies and the -
" public. The transactions are reported at the par value of the securi-
ties and are classified as to those guaranteed and those not guaranteed
by the United States. Currently, these financing operations are con-
fined to nonguaranteed securities, except for debentures issued by the
Federal Housing Administration in exchange for defaulted mortgages,
and redemptions of matured guaranteed obligations still outstanding
in nominal amounts. During the fiscal year 1957 the aggregate of
these transactions showed net sales of obligations of Government
" agencies in the amount of $1,085 million as compared with $173 million
in 1956. These figures are exclusive of net sales of obligations of
Government-sponsored enterprises amounting to $86 million in 1957
and $872 million in 1956.

ACCOUNT OF THE TREASURER OF THE UNITED STATES

The assets held in the account of the Treasurer of the United
States consist of gold, silver, paper currency, coin, unclassified collec-
tion items, and deposit balances in the Federal Reserve Banks and
other depositary banks. The liabilities consist of gold and silver
-certificates outstanding, gold reserve, Treasurer’s checks outstanding,
balances to the credit of the Board of Trustees of the Postal Savings
System, and uncollected items, exchanges, etc. The difference be-
tween the assets and liabilities constitutes the balance in the account
of the Treasurer. The principal components of this balance represent
the Treasury’s major operating funds, consisting of the gold balance,
available funds on deposit in the Federal Reserve Banks, and' the
balances 1 the Treasury tax and loan accounts with special deposi-
taries. Details of assets and liabilities are shown under the caption
“Account of the Treasurer of the United States’” in the Daily State-
ment of the United States Treasury. The balance in the Treasurer’s
account at the close of the fiscal year 1957 amounted to $5,590 million,
a decrease of $956 million during the fiscal year.

The net change in the balance in the “Account of the Treasurer of
the United States” during the fiscal year, on the basis of the Daily
Statement of the United States Treasury, is accounted for as follows:
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(In millions of dollars)

Balance June 30, 1956...___ A e e mmm e m e mm e im———— 6, 546

Add:
Net deposits. - .- 81, 875
Certain public debt redemptions included as cash
withdrawals below . . _____________.__ 2,243 84,118
Total - o e 90, 664
Deduct:
Cash withdrawals. ... _________ .. 79,183
Investments of Government agencies in public debt
securities, met. ________________________________ 2, 460
Sales of obligations of Government agencies in market,
111 U E I —743
Accrual of discount on savings bonds and Treasury
il oo e 1, 951
Net decrease in gross public debt. ... ____________.. 2,224 85,074
Balance June 30, 1957 . o e 5, 590

3 Represents principally discount included in savings bond redemptions.

A comparative analysis of the assets and liabilities in the accounts
of the Treasurer of the United States as of June 30, 1956, and June 30,
1957, is shown in table 50.

The balance in the Treasurer’s account during the fiscal year ranged
from a low of $2,112 million on January 16, 1957, to a high of $7,831
million on March 28, 1957.

PUBLIC DEBT OPERATIONS AND OWNERSHIP OF FEDERAL
SECURITIES

A net decrease of $2.2 billion in the public debt and guaranteed
obligations during the fiscal year reduced the total Federal debt out-
standing to $270.6 billion on June 30, 1957. This brought the total
decline in the debt during the past two fiscal years to $3.8 billion.
The reductions achieved in these two years were the first since the
fiscal year 1951.

Interest-bearing public issues outstanding decreased by $3.1 billion.
This was accounted for entirely by the decline of $3.9 billion in non-
marketable securities, offset slightly by an increase of $0.8 billion in
marketable securities. Special issues to Government investment ac-
counts also were increased by $1.7 billion. The small decreases in
matured debt and in debt bearing no interest accounted for the re-
mainder of the net change. . '
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THE PUBLIC DEBT
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*Excluding Victory Loan proceeds used to repay debt in 1946,

A summary of changes in the debt during the year is shown in the
accompanying table. Changes in the level of the debt outstanding

since 1916 are illustrated in chart 3..

Class of debt

Public debt:
Interest-bearing:
Public issues:
Marketable
Nonmarketable

_Total public issues-. ... .ooce_ oo .
Special issues to Government investment accounts._...

Total interest-bearing public.debt ... ...
Matured debt on which interest has ceased
Debt bearingno interest. ... _________ ..

Total publiedebt. ... .
Guaranteed obligations not owned by the Treasuty..........

Total public debt and guaranteed obhga*lon ............

June 30, 1956 | June 30, 1957 | Increase, or
decrease (—)
In billions of dollars
155.0 155.7 .8
69.8 66.0 —-3.9
224. 8 221.7 -3.1
45.1 46.8 1.7
269. 9 268. 5 —1.4
.7 .5 -.1
2.2 1.5 -7
272.8 270. 5 -2.2
1 .1 *
272.8 270.6 -2.2

*Less than $50 million,

Progress toward debt management objectives

The Treasury continued in 1957 to shape its debt management
policy so as to make a maximum contribution to economic stability
and growth. Since January 1953 continued progress has been made
in improving the maturity structure of the debt as well asin distribut-
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ing the ownership of the debt as widely as possible among the various
investor groups, particularly among nonbank investors.

During the fiscal year 1957 there was a heavy demand for credit
throughout the economy, and the Federal Reserve continued its
policy of credit restraint in order to bring demand more closely in
line with the supply of funds. Credit tightness made the situation
unfavorable for the issuance of long-term bonds; the Treasury was
successful, however, in placing over $3 billion of 1ts new marketable
offerings in the medium-term area during the year. Treasury offerings
in February, in March, and in May included medium-term notes
varying in maturity from 3 to 5 years, along with certificates of
1-year or less maturity. These medium-term offerings helped to off-
set partially the effect of the passage of time, which is always oper-
ating to shorten the average length of the marketable debt.

The maturity structure of the debt made it necessary to refund a
large volume of maturing obligations during the year. The Treasury
was able to reduce the frequency of borrowing operations, however,
through a grouping of nearby maturities into single refunding opera-
tions. A considerable amount of new borrowing was required, owing
to seasonal operating deficits and to cash needs resulting from other
factors. Among these were heavy redemptions of savings bonds
(particularly Series F, G, J, and K) and a sizable amount of maturing
marketable issues turned in for cash during exchange operations. Of
importance also were large drawings on the International Monetary
Fund by foreign countries and the Treasury’s cash pay-off of tax-
exempt bonds in September. At the end of the year, approximately
$79 billioa of the total marketable debt was in the over-one-year cate-
gory. The structure of the debt at the end of the 1957 fiscal year is
shown in chart 4.

A significant feature of debt ownership changes during the year
was the continued substantial liquidation of Government securities
by the commercial banking system. As in the previous year this
development was associated with heavy demands for private credit.
By the close of the fiscal year 1957 commercial bank holdings were
down to a little under $56 billion, the lowest year-end figure since
June 1943. Insurance companies and savings banks also continued
to liquidate Government securities to help meet the demands of
mortgage and corporate financings.

Although individuals reduced their holdmgs of Governments slightly
during 1957, they continued to makeup the largest singleinvestor group
‘in the debt ownership structure. .In line with the Treasury’s policy
of encouraging individual ownership, improvements were made in the
savings bonds program during the year. The most important step
was revision of the terms for Series E and H savings bonds—the
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— STRUCTURE OF THE PUBLIC DEBT, JUNE 30,1957 ____
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securities which best meet the needs of the small saver. Although
these bonds are sold primarily on their merits of convenience, liquid-
ity, redemption at the optioa of the holder, and protection from market
price fluctuations, the Treasury nevertheless believed that new
buyers of E and H bonds should share in the higher returns available
on other forms of savings. Interest rates on both series were raised
accordingly from 3 percent to 3} percent for bonds issued on or after
February 1, 1957 (after Congress had approved an amendment to the
Second Liberty Bond Act, as amended, to permit the higher rate),
and at the same time interim yields on new bonds during the early
years of ownership were increased. The sale of Series J and K savings
bonds, primarily bought by larger investors, was discontinued on
April 30, 1957. Detailed information on revisions in the savings
bonds program during 1957 may be found in exhibits 4 through 7.
An account of the operations in the public debt and changes in the
ownership of the Federal securities during the year is given in the
pages immediately following. Further detail on the debt and its
ownership is given in the exhibits and tables sections of the report.

PUBLIC DEBT OPERATIONS

As noted previously, the demand for long-term Government bonds
was not sufficient to warrant further long-term offerings during the
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fiscal year. In the first two major financings of the year, those of
July and December 1956, only securities in the one-year area were
offered. In the exchange offerings of February, however, holders of
maturing securities were offered a choice between a one-year certificate
and a note maturing in 3% years. The same choice was presented to
investors in the cash offering of March. The May exchange offering
again included a medium-term note, this time with a maturity of 4
years 9% months. In all, a little over $2 billion of the medium-term
notes were issued in exchange for maturing securities, and about $1 bil-
lion of the notes were issued for cash. Optional exchange offerings
into a 1-year or a longer term security have characterized most of the
Treasury’s market refinancing operations since the beginning of the
calendar year 1953. .

Seasonal needs in the July-December deficit period were met
through the issuance of tax anticipation certificates, bills of the tax
anticipation series, and special bills, This borrowing was repaid out
of heavy tax receipts the following spring. The seasonal borrowing
brought the public debt to a high point for the year in late November
when debt subject to limit was within $1.3 billion of the temporary
statutory limit of $278 billion. A comparison of the statutory debt
limit with the public debt outstanding subject to the limit since
June 30, 1953, is shown in chart 5.

PUBLIC DEBT SUBJECT TOLIMIT
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An act approved July 9, 1956, had provided for a temporary in-
crease of $3 billion in the $275 billion statutory limit on outstanding
debt in effect at that time. The increase was made effective for the
period beginning July 1, 1956, and ending June 30, 1957. For further
information on the statutory limit on the public debt and guaranteed
obligations as of June 30, 1957, see table 26, and for earlier years,
see table 27.

The Treasury paid off in cash approximately $1.0 billion of partially
tax-exempt 2% percent bonds of 1956-59 which were called for redemp-
tion on September 15, 1956. This was in line with the Treasury’s
policy of making use of every opportunity to retire securities with
tax-exempt features.

The following tables summarize the financing operations during
the fiscal year and show the results of the public offerings of marketable
notes, certificates of indebtedness, and bills.

Public offerings’ of marketable Treasury securities excluding refinancing of reqular
weekly bills, fiscal year 1957

{In millions of dolars]

Issued in
Date of Description of security and maturity date Issued for | exchange Total
issue cas for other issued
securities
1956 Notes and certificates of indebtedness
Apr. 1. 1%% exchange note—April 1, 1961 1______ . fecciiciaeoo 2121 2121
July 16..; 2349, note—Aug. 1, 1957 .o i iciecfaiceacaen 12, 056 12, 056
Aug. 15.| 2349, certificate (l:ax antlclpatxon) Mar. 22,1957 ... 3,221 | __ 3, 221
Oct. 1.__| 1149, exchange note—Qct. 1, 1961 1________ - 332 . 332
Dee. 1...| 3149, certificate (tax antlclpatlon) June 24 - 1,312 1,312
Dec. 1...| 34 certificate—Oet. 1, 1957 oo e eiice e 7,271 7,211
1957
Feb,15.. 3%? certificate—Feb. 14, 1958 ___ . |eecaieoe 8,414 8,414
Feb. 15..| 3149 note—May 15, 1060, . - ... TITIIITITIIITTTI 1 464 1,464
Feb.153_ 3%% certlﬁcate—Feb. 14, 1958 o e... 2,437 | . 2 437
Feb.153_| 3169, note—May 15, 1960. . ... oo 942 o 942
Apr. 1.__| 1149 exchange nrote—April 1, 1962 1. ___ . __ . }iaecooill 80 80
May 1_.| 3169, certificate—April 15, 1958 ____ 2,351 2,351
May 1. .| 3%4% note—Feb. 15, 1962, . - . oo - 647 647
" Total notes and certificates of indebtedness : . __.__ 6, 600 34,048 40, 648
1966 Bille 4
Oct, 17__| 2.627%, 91-day special bills—Jan, 16, 1957________.._._.____ 1,603
Nov. 16.| 2.617%, 91-day special bills—Feb. 15, 1957 .. __________ 1, 750
Dec. 17._| 2.585%, 95-day tax anticipation bills—Mar, 22, 1957 1, 006
1957 )
Jan. 16._} 3.3059, 159-day tax anticipation bills—June 24, 1957_______{..______._.__ 1, 601 1, 601
Feb.15._| 3.231%, 129-day tax anticipation bills—June 24, 1957_______ | _______.___ 1,750 1,750
May 27.| 2.825% 119-day tax anticipation bills—Sept. 23 1957 .. 1,501 [ceoaaeooo 1,501
Increase in offerings of regular weekly bills durmg period
Jan. 31 to Mar. 14, 1957 1,100 oo 1,100
Total bills..... : 6, 960 3,351 10, 311
Total public offerings. . ... ____.____ 13, 560 37,399 50, 959

1 Xssued only on demand of owners in exchange for 234% Treasury Bonds, Investment Series B—1975-80,

2 Amount jssued subsequent to June 30, 1956.

s Issued March 28, 1957 (additional amount of the security dated February 15, 1957). ;

4 Amounts are matunty value, Treasury bills are sold on a discount basis with competitive bids for each
issue., Theaveragesale price gives an approximate yield on a bank discount basis as indicated for each series.
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Disposition of matured marketable Treasury securities excludmg reﬁnancmg of regular -
“weekly bills, fiscal year 1957 '

[Dollars in millions]

Date of Called or maturing security - Redeemed
refund- i, for cash or | Exchanged Percent
ing or K carried to | for new Total (exchanged
retire- Description and maturity date Issue date matured security i
ment - debt 1 . ’
Bonds, notes, and certificates
1956 of indebtedness .
July 16..| 2% note—Aug. 15, 1956_.......___ May 17,1955 $860 $11,528 | $12,388 T3l
July 16..| 1%4% note—Oct. 1 1956 . ... Oct. 11,1951 22 528 . 550 96.0
Sept. 15.| 234% bond—Scpt 15, 1956-59, ) ’
called Sept. 15, 1966.__._..._..__ Sept. 15,1936 982 | ... 982 [._...l_._.
Dee, 1...] 2% certificate—Dec. 1,1956..... Dee. 11,1955 500 8, 583 9,083 94.5 "
1967
Feb. 15._| 2%4% certificate—Feb. 15, 1957____| Mar. 5, 1956 282 6,937 7,219 96.1
Feb.15..| 274% note—Mar. 15, 1957_._______ Sept. 15,1953 578 2,418 2,997 80.7
Feb.15._ 1,6% exchange note—April 1,
: 1957 e April 1,1952 9 522 531 98.3
Mar. 22.{ 234% certificate (tax antlclpa- : :
tion) Mar. 22, 1957 Aug. 15,1956 3,221 | ... 3,221 |o.o.o....
May 15.1 1589, uote——May 15, 1957 .| Oct. 4,1954 1,157 2,998 " 4,155 72,2
June 24.] 3149, certificate (tax antlclpa-
tion) June 24, 1957_ .. __._.____ Dee.  1,1956 1,312 oo 1,312 |l
Total bonds, notes, and
certificates of indebted-
DTS T, I, 8,924 33, 515 42,438 ... ... ..
1957 Bills
Jan. 16. .| Special bills—Jan. 16, 1957_______ Oct. 17,1956 |...._____._. 21,603 1,603 f.ooo__... .
Feb. 15.| Special bills—Feb. 15, 1957_______ Nov. 16,1956 |_____.._____ 21,750 1,750 [o_....._. °
Mar, 22.| Tax anticipation bills—Mar. 22,
1957 e Dec. 17,1956 1,006 | oo 1,006 f..__.__-_
June 24. Tax anticipation bills—June 24,
1957 el Jan, 16,1957 1,601 §_..__.._.... 1,601 . o ..
June 24_( Tax anticipation bills—June 24, e
1957 e Feb. 15,1957 1,750 [ 1,750 | ... .
Total bills_ oo fecieiiaciaea 4,357 3,353 7,710
Total Treasury securities_..._...___.___. 13, 281 36, 868 50, 148

t Including amounts redeemed for taxes in the case of tax anticipation issues.
2 These special bills were replaced by tax anticipation bills at their maturity.

In handling its regular weekly offering of 91-day Treasury bills dur-
ing the year, the Treasury raised $1.1 billion of new cash by increasing
the level of weekly offerings for seven consecutive weeks. The issues -
of January 31, February 7, and February 14 exceeded the maturities of
those dates by approximately $100 million a week while the issues of
February 21, February 28, March 7, and March 14 exceeded the
respective maturities by approximately $200 million a week. The
other weekly issues were refunded by new bills in approximately
equivalent amounts. The thirteen issues of regular weekly bills out-
standing at the close of the fiscal year 1957 totaled $21.9 billion, as
compared with $20.8 billion at the close of the previous fiscal year.

To raise cash for current requirements, the Treasury also issued
91-day special bills in October and November 1956, amounting to
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$3.4 billion. Upon maturity in January and February 1957, these
were refunded into tax anticipation bills, with both issues maturing on
June 24, 1957. In addition, $1.0 billion 95-day tax anticipation bills
were issued on December 17, 1956, maturing March 22, 1957, and
$1.5 billion 119-day tax anticipation bills were issued on May 27, 1957,
maturing September 23, 1957. All tax anticipation bills were accept-
able at par in payment of taxes on the fifteenth of the month in which
they matured. (For additional information on all bill issues see
exhibit 3.)

Credit tightness throughout the year was reflected in increased
borrowing costs for the Treasury. The average rate on new Treasury
bills, for example, ranged from about 2% percent at the beginning of
the year to a high of more than 3% percent in June 1957, The weekly
average rates on new bill offerings throughout the year are shown in
exhibit 3. The average annual interest rate as computed on the total
interest-bearing public debt was 2.730 percent on June 30, 1957, as
compared with 2.576 percent a year earlier. (For further detail on the
computed annual interest rate by security classes, see table 42.)

The public nonmarketable debt declined $3.9 billion during the
fiscal year. Changes in this category of the debt, by type of security,
are shown in the following table.

Class of security June 30, June 30, Increase, or
1956 1957 decrease (—)

In billions of dollars

United States savings bonds:
Series E .

[l
[l
wo

7.9 8. 0 1

Series F and G... 3.5 0.1 —3.4
Series H 3.0 3.5 .5
Series Jand K. oo 3.1 3.0 -1
Subtotal, savings bonds. ..ol 57.5 54.6 —2.9
Treasury bonds, investment series. ... _o_._o___ 12.0 1.1 -.9
Depositary bonds. . ool .3 2 —-.1
Total interest-bearing nonmarketable issues............. 69.8 66.0 -3.9




REVIEW OF FISCAL OPERATIONS 31

The decline of $0.9 billion in investment series bonds outstanding
was due principally to the exchange of the 2% percent convertible
Series B-1975-80 bonds for marketable 5-year 1% percent notes.
The decline also reflected the direct redemption for cash of approxi-
mately $0.3 billion of 2% percent bonds for Treasury investment
accounts.

The largest portion of the nonmarketable debt is, of course, in
United States savings bonds. The total of all series of -interest-
bearing savings bonds outstanding at the close of the fiscal year was
$54.6 billion as compared with $57.5 billion at the close of the previous
fiscal year. The decline of almost $3.0 billion in outstanding savings
bonds was due entirely to the large redemption of Series F, G, J, and K
savings bonds, both matured and unmatured. '

As shown in chart 6, sales of the investment-type Series J and K
bonds combined (Whlch replaced the F and G bonds beginning May 1,
1952) have been declining since the fiscal year 1955 while redemptions
have been rising. As previously noted, the sale of Series J and K
bonds was discontinued on April 30, 1957

The amount of E and H bonds outstanding (including accrued
interest) reached an alltime peak of $41.5 billion on June 30, 1957, as
compared with $40.9 billion on June 30, 1956. An excess of redemp—
tions of E and H bonds over sales during the fiscal year was more than
counter-balanced by the accrual in interest. Throughout the period
sales of the smaller denomination E bonds ($200 or under) continued
at record levels, while sales of the larger denomination bonds declined.
(For further detail on savings bonds sales by denomination, see table
37.)

The redemptlons of savings bonds as a percentage of the total sold,
by yearly series, are summarized in the accompanying table. De-
tailed information on savings bonds from March 1935, when this type
of security was first offered, through June 30, 1957, is given in tables 35
through 40.
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- F,G,J AND K BONDS, FISCAL YEARS 195I-57 _____

1 Including Series F and J interest accruals.,
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Percent of Series E, F, G, H, J, and K savings bonds sold in each year redeemed
through each yearly period thereafter 1

[On basis of Public Debt accounts, see‘‘Bases of Tables”’]

. Redeemed by end of—.
Seriles and cal- - " " - T "
endar year in a " " @ » » @ » = 2 4] L1 2| & 2
whichissued | 5§ | 5| 5 | 5 | 5| 8| 8| 515 |8 6/8|5|s8|8|¢8
g S > @ & O 8 k) D ~ S By = S >4 By
ES = > S Y S ES > e O al ol ol al o
- ™ o -+ 0 © ~ o » "" - — - - — -
Series E 2
3
8
15
19
28
23
21
20
22
26
29
29
28
29
29
32 |- |eaal PO P
Fand G-1941... 1 3 5 7] 10
T and G-1942.__ 1 4 7 11 14
Fand G-1943.._ 2 6 10 14 19
Fand G-1944___ 2 6 10 14 18
Fand G-1945___ 2 7 11 14 18
Fand G-1946_..f 3 70 12| 15] 20
Fand G-1947...| 3 81 121 17| 21
Fand G-1948...| 2 5 91 11} 13
Fand G-1949.._ 3 9 13 17 20
Fand G-1950...] 3 9l 11{ 15 16
Fand G-1951___ 4 9 14 17 20
Fand G-1952... 6| 12| 16| 20| 24
Series H
H-1952. ... 3
H-1953. ... 3
H-1954. ... 3
H-1955. ... 4
H-1956__.__._.. [ T PRNUIS SV PR [RNVENORY PRV RN P [N PRI R JROVEDRES DR DR
Series J
2
2
3
4
6
2
3
1
2
-4

Note.—The percentages shown in this table are proportions of the value of the bonds sold in any calendar
year which are redeemed before July 1, of the next calendar year and before July 1 of succeeding calendar
years. Both sales and redemptions are taken at maturity vaJue

1 Percentages by denominations may be found in table 40.

2 Similar detail for Series A through E savings bonds may be found in the 1952 annual report, p. 77.
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OWNERSHIP OF FEDERAL SECURITIES

Private nonbank investors held an estimated $136.2 billion of
Federal securities at the end of the fiscal year 1957—one-half of the
total debt outstanding. Private nonbank investors include individuals,
insurance companies, mutual savings banks, nonfinancial corporations,
pension funds, foreign accounts, State and local governments, and
nonprofit associations. Commercial banks and Federal Reserve
Banks together held $78.9 billion, representing about 30 percent of
the debt. The remaining 20 percent of the debt, $55.6 billion, was
held by Government investment accounts, primgirjly social security
and unemployment trust funds, veterans’ insurapce funds, and
Government retirement funds. :"‘x_,&

—_OWNERSHIP OF THE PUBLIC DEBT, JUNE 30?!9\57__
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Private nonbank investors decreased their holdings by $2.3 billion
during the fiscal year. Commercial banks decreased their Federal
security portfolios by $1.2 billion, while the Federal Reserve Bank
holdings declined by $0.7 billion. Ownership of the debt by Federal
Government investment accounts increased by $2.1 billion during
the year. The following table presents figures on bank and nonbank
ownership, together with pertinent details on the holdings of Federal
securities by the various investor classes. Their holdings as of June
30, 1957, are shown in chart 8.
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Qunership of Federal securities by investor classes on selected dates, 1 941—1 9571

[Dollars in billions)
' Change
June 30, Feb. 28, June 30, June 30, during
1941 1946 2 1956 1957 fiscal year
1957
Estimated ownership by:
Private nonbank investors:
Individuals 3. $11.2 $64.1 £ $67.5 $67.4 3.1
Insurance companies. 7.1 24.4 13.3 12.3 -1.0
Mutual savings banks. 3.4 11.1 8.4 7.9 —.4
Corporations 4. ________. 2.0 19.9 r17.4 15.7 -1.7
State and local governments - .6 6.7 15.7 16.9 +1.2
Miscellaneous investors §.____._._. 7 8.9 16.2 16.1 -1
Total private nonbank investors. 25.0 135.1 |. 138.5 136.2 -2.3
Federal Government investment ac-
counts, - 8.5 28.0 53.5 55.6 “+2.1
Banks:
Commercial banks_ ... 19.7 93.8 57.1 55.8 —1.2
Federal Reserve Banks._..._......... 2.2 22.9 23.8 23.0 -7
Total banks - 21.8 116.7 80.8 78.9 —2.0
Total gross debt outstanding...... 55.3 279.8 272.8 | 270.6 -2.2
) Percent of total
Percent owned by:
Private nonbank investors: .
Individuals. —— 20 23 25 25 |oeoooilol
Other_ . 25 25 26 25 |eeoioaae
Total .. 45 48 51 50 [awee-- PR
t: 15 10 19
Commercial banks. 36 34 . 21
Federal Reserve Bal 4 8 9
Total gross debt outstanding. ...____ 100 ] 100 100

r Revised.

1 Gross public debt, and guaranteed obligations of the Federal Government held outside the Treasury.

2 Immediate postwar peak of debt.

3 Includes partnerships and personal trust accounts. Nonprofit institutions and corporate pension trust
funds are included under ‘“‘Miscellaneous investors.”

4 Exclusive of banks and insurance companies.

b Includes savings and loan associations, nonprofit institutions, corporate pension trust funds, dealers
and brokers, and investments of foreign balances and international accounts in this country.

Individuals’ holdings (including personal trust accounts) amounted
to $67.4 billion on June 30, 1957, with savings bonds accounting for
nearly three-fourths of this total. Series E and H savings bonds in-
creased $0.6 billion to a new high of $41.5 billion. Individuals’ hold-
ings of Series F, G, J, and K savings bonds decreased by $1.8 billion,
resulting in a net decline in total savings bonds held by individuals
of $1.2 billion. Individuals’ holdings of securities other than savings
bonds, principally marketable, after showing a decline in the first half
of the year, increased significantly in the second half and were up $1.1
billion for the year as a whole.

Federal securities held by insurance companies at the end of the
fiscal year amounted to $12.3 billion, a decrease of $1.0 billion during
the year. Life insurance companies accounted for more than $7.2
billion, or almost 60 percent of total insurance holdings at the end of
the year. During 1957 these companies reduced their holdings by
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$0.7 billion in order to provide funds for investment in the increased
supply of mortgages and corporate securities. This was a somewhat
smaller reduction than the hquldatlon of $1.1 billion in the fiscal year
1956. :

Fire, casualty, and marine insurance companies held $5.1 billion of
Federal securities on June 30, $0.3 billion lower than a year earlier.’
The securities held by these companies are primarily concentrated -in
issues with a maturity of less than 10 years.

Mutual savings banks’ holdings of Federal securities at the end of
the fiscal year were $7.9 billion, $0.4 billion lower than on June 30,
1956. Like the life insurance companies, mutual savings banks have
been increasing their mortgage and corporate securities portfolios since
the end of World War II and liquidating some of their holdings of
Federal securities to aid in financing these acquisitions.

Average maturity of both life insurance companies’ and mutual
savings banks’ portfolios of Federal securities declined during the
course of the year and ended at approximately 8 years to first call or
maturity. This was below their prewar averages. ‘

Federal securities held by corporations other than banks and in-
surance companies decreased by $1.7 billion during the fiscal year,
bringing their holdings down to $15.7 billion. While outstanding
Federal income tax liabilities of these corporations were almost the
same in June 1957 as in June 1956, credit conditions continued tight
and corporations used more of their available funds to meet current .
operating needs. This reduced the amount of corporate funds avail-
able for short-term investment in Government securities.

Holdings of Federal securities by State and local governments
amounted to $16.9 billion at the close of the fiscal year, an increase
of $1.2 billioa over the pre¢eding year. About one-third of the Fed-
eral security holdings of these governmental units are in State and
local government employee retirement funds.

The holdings of all other private nonbank investors amounted to
$16.1 billion on June 30, 1957, a decrease of $0.1 billion. Savings
and loan associations increased their holdings by $0.5 billion as they
built up their secondary reserves against larger share balances. Cor-
porate pension trusts decreased their holdings of Federal securities
by $0.3 billion, bringing them down to $2.7 billion at the close of the
year. Ownership of Federal securities by foreign and international
accounts also declined by $0.3 billion, bringing the total down te $7.6
billion on June 30, 1957. Holdings of the remaining classes in this
group (nonprofit associations, dealers and brokers, and certain smaller
institutional groups), showed very little change during the year.

"~ Government investment accounts increased their holdings of Fed-
eral securities by $2.1 billion duriag the year. This was less than
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the $3.0 billion increase of the previous fiscal year, and primarily re-
flected a slower rate of accumulation by the Federal old age and
survivors insurance trust fund. Of the $55.6 billion held by these .
accounts, $46.8 billion, or approximately 84 percent, was in the form
of special issues held only by these accounts. Details on the owner-
ship of securities by Government investment accounts are shown in
table 51.

As already noted, holdings of Federal securities by banks and private
nonbank investors decreased during the year. An analysis of the
estimated changes in bank versus nonbank ownership of Federal se-
curities during the fiscal year 1957 is shown by type of issue in the
following table.

Estimated changes in ownership of Federal securities ! by type of issue, fiscal year 1957
[In billions of dollars}

Change accounted for by—
Total
changes | Private | Govern- Banks
nonbank { ment in- s
investors | vestment| Total | Commer-| Federal
accounts cial Reserve
Marketable securities: )

Treasury bills_ _._.._._.______.____..__. . 2.6 © 25 —0.1 0.2 0.8 —0.6
Certificates of indebtedness...._...... 4.2 1.5 1 2.7 2.2 .4
Treasury NOtesS. oo vocomeoamoe e s -5.0 -2.2 .6 —3.4 —2.8 —-.6
Treasury bonds, etCeameo oo oo —1.0. -3 .1 —-.9 — 9 e

Total marketable....._.__...__._... .8 1.5 6 —1.4 —-.6 -7

Nonmarketable securities, etc.:

United States savings bonds..._..__._. —2.9 —2.4 ™) -5 ~ 5 e
Special issues to Government invest-

ment aceounts._ ... . _..._._____ ) W A R b PR RN PRI,
Treasury bonds, investment series_... —-.9 —.6 .3 * * .
Other... .. -9 -8 | -1 =1 e

Tctal nonmarketable, etc........... -—3.6 —-3.8 1.4 —.6 -6 .

Total Change. ... .oveeemeeeouloon —2.2 -2.3 2.1 —2.0 ~1.2 -7

*Less than $50 million.
t Gross public debt, and guaranteed obligations of the Federal Government held outside the Treasury.

CORPORATIONS AND CERTAIN OTHER BUSINESS-TYPE ACTIVITIES
OF THE UNITED STATES GOVERNMENT

Corporations and certain other business-type activities of the
Government finance their lending and other operations from their own
receipts, from capital stock subscriptions or by appropriations, from
the sale of their obligations to the public, or from borrowing from the
United States Treasury. The Secretary of the Treasury is authorized
not only to purchase obligations of many of the agencies, but he is also,
under certain circumstances, authorized to approve the terms and
conditions of such obligations. Under provisions of the Government
Corporation Control Act (31 U. S. C. 868), the obligations of most
agencies issued to the public must be approved by the Secretary of the
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Treasury; the few agencies which are exempt from this requirement.
must consult with the Secretary of the Treasury before issuing obliga-
tions to the public. Most Government corporations and all other
business-type activities are required to maintain their checking
accounts with the Treasurer of the United States, although, with the
approval of the Secretary of the Treasury, such accounts may be kept
with the Federal Reserve Banks or with private banks designated as
depositaries or fiscal agents of the United States.

Advances by the Treasury

Cash advances during the fiscal year 1957 were made by the
Treasury to Government corporations and certain other business-type
activities pursuant to statutory authorizations in the amount of
$19,229 million. Repayments and refundings amounted to $16,550
million, and cancellations authorized by law amounted to $3,671,
resulting in net advances during the year of $2,679 million. As of
June 30, 1957, the outstanding borrowings from the Treasury
amounted to $22,727 million. Detailed information relating to the

“advances is shown in table 117.

Interest on advances by Treasury

The rates of interest on borrowings from the Treasury, except where
fixed by statute, are determined by the Treasury from month to month,
taking into account the cost which the Treasury would have to pay
to borrow money in the current market, as reflected by prevailing
market yields on Government obligations with maturities corre-
sponding to the approximate duration of the advances to be used by
the agencies for their programs. A description of the obligations of
Government corporations and activities held by the Treasury for
borrowing outstanding as of June 30, 1957, together with the applicable
rates of interest, is given in table 116. .

Borrowing authority and outstanding obligations

The borrowing authority of Government corporations and activities
is established by law, and the Secretary of the Treasury is authorized
to purchase the obligations of many of the agencies. New authoriza-
tions t0 borrow from the Secretary of the Treasury in the fiscal year
1957 amounted to $4,747 million and reductions in authorizations
were $178 million, resulting in a net increase in authorizations of
$4,569 million. As of June 30, 1957, the unused borrowing authority
of these corporations and activities amounted to $17,294 million.
Table 114 shows the status of the borrowing authority and the out-
standing obligations of corporations and activities issued to the
Secretary of the Treasury.
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Assets, liabilities, and net investment of the United States :

Treasury Department Circular No. 966, as supplemented, requires
the submission of periodic financial statements by Government cor-
porations and certain other business-type activities, to disclose fully
the results of their financial operations. The circular is designed to
provide, as completely as may be desirable and practicable, the neces-
sary data regarding the assets, liabilities, and financial operations of
such activities. On the basis of reports to the Treasury, as of June
30, 1957, the combined assets were $89,812 million, the combined
liabilities were $5,317 million, leaving a net of $84,496 million repre-
senting the Government’s investment in these agencies. The major
assets consisted of inventories, loans, and real properties. The major
liability items consisted of accounts payable and obligations issued to
the public. .

The statements of financial condition of the reporting agencies are
published quarterly, while the income and expense statements and the
source and application of funds statements are published semiannually
in the Treasury Bulletin. In this annual report, the combined state-
ment of financial condition as of June 30, 1957, is shown in table 119;
the income and expense statement for the fiscal year 1957 is shown in
table 120; and the source and application of funds statement for fiscal
1957 is shown in table 121. A comparative statement of assets,
liabilities, and net investment is shown in table 118.

Subscriptions to and repayments of capital stock of Government corporations

During the fiscal year 1957 there was a net reduction in the capital
stock of Government corporations amounting to $24.4 million. The
principal increases were subscriptions to the Federal Crop Insurance
Corporation of $13 million and Federal National Mortgage Associa-
tion (secondary market operations) of $50 million. The principal
repayments were $65 million made by the Reconstruction Finance
Corporation and $13.9 million, by the Federal Savings and Loan
Insurance Corporation. Table 113 gives detail relating to the capital
stock outstanding and the net changes during the fiscal year.

Other payments to the Treasury by Government corporations, etc.

During the fiscal year 1957, deposits into the Treasury by Govern-
ment corporations and activities, representing payments of interest,
dividends, and other earnings, amounted to $612 million as compared
with $619 million deposited in the fiscal year 1956. Table 124
gives detailed information concerning such payments into the
Treasury. '

Guaranteed obligations of Government agencies A
With the approval of the Secretary of the Treasury, the Federal
Housing Administration issues debentures in exchange for foreclosed
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mortgages. Such debentures, guaranteed as to principal and interest
by the United States, were issued in the amount of $72 million and
redemptions amounted to $39 million, showing a net increase of $33
million for the fiscal year 1957. The amount outstanding on June 30,
1957, was $106 million. In addition, the nominal amount of $0.7
million in matured guaranteed securities, representing obligations
issued by the Federal Farm Mortgage Corporation and the Home
Owners’ Loan Corporation, was outstanding on June 30, 1957. Funds
for payment of these obligations are on deposit with the Treasurer of
the United States. Table 23 gives detailed information relating to
these securities, '

SECURITIES OWNED BY THE UNITED STATES GOVERNMENT

Various types of securities are held by the Government as a result
of its financing of certain Government activities and other programs
authorized by the Congress. The principal classes of securities con-
sist of capital stock, bonds, and notes of Government corporations
and certain other business-type activities. Table 113 gives further
information relating to these securities. Securities evidencing loans
to home owners, farmers, railroads, foreign governments, etc., are
summarized in table 119, Part C. The amounts of securities repre-
senting mortgages acquired from the sale of real estate and other
property, and the securities evidencing United States participation in
the International Bank for Reconstruction and Development, the
International Monetary Fund, and other international organizations.
are shown in table 119, Part D, in summary. The amounts of these
securities by agencies holding such securities were published in the
Treasury Bulletin of December 1957,

TAXATION DEVELOPMENTS

The President in his January 1957 Budget Message reaffirmed his
concern with the high level of tax rates and the importance of reducing
taxes further as soon as possible. “It is my firm belief that tax rates
are still too high,”” he said, “and that we should look forward to further
tax reductions as soon as they can be accomplished within a sound
budgetary policy. Reductions in tax rates would give relief to tax-
payers and would also release funds for the activity and investment
necessary for sustained economic growth through private initiative.
However, the reduction of tax rates must give way under present
circumstances to the cost of meeting our urgent national respon-
sibilities.” '

In the fiscal year 1957, the budget was balanced for the second con-
secutive year. Receipts exceeded expenditures in fiscal 1956 and 1957
by $1.6 billion each, and a balanced budget was proposed by the
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President for fiscal 1958. It was the President’s objective to
safeguard this budgetary balance as a contribution to sound national
-economic growth and assistance in restraining the inflationary pres-
‘sures ‘which have developed with widespread national prosperity.
Moreover, the President. wished to hold the line against preferential
tax reduction, group by group, because that would delay the time
when general tax relief could be given to every taxpayer in the United
States.

Corporate and excise rate extensions

In conformity with his fiscal policy, the President requested con-
tinuation of existing excise tax rates on tobacco, liquor, and automo-
biles, scheduled to be reduced on April 1, 1957, under existing law.
He recommended also continuation of the existing corporate tax rates
for another year. Without these extensions, fiscal 1958 budget
receipts would have fallen short of expenditures by approximately
$1 billion. “It would be neither fair nor appropriate,”’ the President
said, ‘“to allow excise and corporate tax reductions to be made at a
time when -a general tax reduction cannot be undertaken.” In testi-
fying before the Finance and Ways and Means Committees in support
of these tax rate extensions, former Secretary Humphrey noted that
“after two years of balanced budgets as a result of the continued hard
work of the Congress and the administration, it would be inexcusable
to slip back into deficit financing for next year.” (See exhibit 12.}

~ Legislation to extend the corporation income and the three groups
of excise tax rates 1o June 30, 1958, was passed by the House of Rep-
resentatives on March 14, the Senate on March 27, and approved by
the President on March 29, 1957 (Public Law 85-12). The full year
revenue effect of these extensions is estimated to be $3,052 million of
which $2,200 million is accounted for by the corporation income tax,
$231 million by the alcohol taxes, $185 million by the cigarette tax,
and $436 million by the automotive excises. The cumulative revenue
effect of the 15-month extensions was estimated to be $3,824 million,
with $186 million falling into fiscal 1957, $2,496 million into 1958, and
$1,142 million into 1959.

Technical and administrative aspects of excises

During the fiscal year further consideration was given to technical
and administrative provisions of the Reveriue Code relating to excise
taxes. A complete review of this general area of the Code had been
deferred at the time of the 1954 revenue revision and the Committee on
Ways and Means subsequently authorized and directed the appoint-
ment of a special subcommittee to make a study of these problems.

On the basis of public hearings held during fiscal year 1956 and
legislative suggestions developed by the Treasury and congressional
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staffs, the subcommittee approved specific recommendations on
technical excise revision for the consideration of the full Committee
on Ways and Means, which culminated in H. R. 12298. The Com-
mittee held additional public hearings in November and December
1956, directed both to the content of H. R. 12298 and phases of
excise taxation not covered by it. After organization of the 85th
Congress, the Subcommittee on Excise Taxes was reconstituted and
the bill H. R. 12298 reexamined in light of the additional testimony
received from iridustry and the general public and the suggestions for
revisions and deletions suggested by the Treasury. The Department
cooperated in the development of this legislation but opposed a
number of the items in the bill either because of tax principle or on
account of the revenue loss involved. An excise revision bill was
subsequently reintroduced in the new Congress as H. R. 7125, the
Excise Tax Technical Changes Act of 1957, reported favorably by
the Committee on Ways and Means on May 24, 1957, and passed by
the House of Representatives on June 20, 1957.

Technical revision of income, estate, and gift tax provisions

The Department also worked with a subcommittee on Internal
Revenue Taxation of the Committee on Ways and Means which is
developing legislation to correct unintended benefits and hardships
in provisions of the Internal Revenue Code passed over at the time
of the 1954 revenue revision or which require further tightening. The
subcommittee held public hearings in November 1956 and was
supplied with the results of Treasury studies on a number of problems.

The Committee’s findings are incorporated in H. R. 8381, the
Technical Amendments Act of 1957, which the Committee on Ways
and Means reported favorably on July 9, 1957. The bill would amend
numerous sections of the Revenue Code, including, among others,
those pertaining to the retirement income credit, dealers in tax-
exempt securities, nonbusiness bad debts, charitable contributions,
amortizable bond premium, net operating loss deduction, and the
taxation of annuities.

Special amortization

Further progress was made in cutting back the special amortization
program adopted in 1950 in connection with the Korean emergency.
While special amortization may have served a useful purpose during
that emergency, the Department regards it as a dangerous type of
artificial stimulus which should be discontinued as rapidly as defense
requirements permit. Although some degree of defense mobilization
on a substantial scale may be essential for years to come, the vigorous
growth of our free economy will be better served if expansion of major
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productive facilities comes as an integral part of long-range economic
growth rather than the result of artificial stimulus.

Between November 1950 and March 20, 1957, almost 22,000 certif-
icates were issued under the five-year amortization program, involving
total project costs of $39 billion. The five-year writeoff was made
available to almost $23 billion or about 60 percent of these costs. The
revenue lag from certificates issued through 1956 probably exceeds $5
billion during these early years. Although these revenues will be
substantially recovered in the years after 1960, they will ultimately
involve an interest cost to the Government of about $3 billion on that
portion of the public debt which could be repaid if the taxes associated
with these amortization certificates were not deferred.

In view of these considerations, the Department supported enact-
ment of the provisions of S. 1795 (amending H. R. 232) to restrict the
future issuance of certificates for rapid amortization to emergency
facilities devoted to producing new or specialized defense items and
to provide research, developmental, or experimental services for the
use of the Department of Defense or Atomic Energy Commission in
the national defense program. (See exhibits 14 and 15.) These pro-
visions, together with that for the complete termination of the pro-
gram as of December 31, 1959, were enacted by the Congress and
approved by the President on August 26, 1957 (Public Law 85-165).
‘Other taxation developments '

The taxation of small business was given further consideration.
Although small business is benefiting materially from the tax reduc-
tions and revisions of the Revenue Code enacted during the present
administration, the President recommended -that the Congress take
additional action to broaden the opportunities to small business by
enacting those tax relief proposals of the Cabinet Committee on Small
Business “which will give help with 2 minimum loss of revenue.”
He reviewed these suggestions in light of the budget situation in a
letter to Chairman Cooper of the Committee on Ways and Means in
July 1957 and suggested in addition that original investors in small
businesses be permitted to deduct, 