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H o n o r a b l e  R o b e r t  V. R o o s a ,  U n d e r  S e c r e t a r y  of t he  T r e a s u r y  
f o r  M o n e t a r y  A f f a i r s ,  w a s  b o r n  on 21 J u n e  1918 at  M a r q u e t t e ,  M i c h i -  
gan. He r e c e i v e d  h i s  A . B .  1939; M . A .  1940; and  P h . D .  1942, f r o m  
the  U n i v e r s i t y  of Mich igan .  F r o m  1939 to 1943 he  t augh t  e c o n o m i c s  
at  the  U n i v e r s i t y  of Mich igan ,  H a r v a r d  U n i v e r s i t y ,  and the  M a s s a -  
c h u s e t t s  I n s t i t u t e  of T e c h n o l o g y .  F r o m  1946 to 1961 he  w o r k e d  f o r  
the  F e d e r a l  R e s e r v e  B a n k  of New York ,  r i s i n g  to t h e  p o s i t i o n  of 
v i c e  p r e s i d e n t ,  R e s e a r c h  D e p a r t m e n t .  He is  the  a u t h o r  of n u m e r o u s  
a r t i c l e s  in such  p u b l i c a t i o n s  as  " T h e  E c o n o m i c  J o u r n a l ; "  " F e d e r a l  
R e s e r v e  B u l l e t i n ; "  " H a r v a r d  B u s i n e s s  R e v i e w ; "  " R e v i e w  of E c o n o m -  
i c s  and S t a t i s t i c s ; "  and " L l o y d s  B a n k  R e v i e w "  in the  g e n e r a l  f i e l d s  
of e c o n o m i c s  and m o n e t a r y  c o n t r o l .  His  m o s t  r e c e n t  a r t i c l e  a p p e a r e d  
in the  O c t o b e r  1963 i s s u e  of " F o r e i g n  A f f a i r s .  " Mr.  R o o s a  is  a 
m e m b e r  of the  Counc i l  on F o r e i g n  R e l a t i o n s ,  the  C o n f e r e n c e  of 
B u s i n e s s  E c o n o m i s t s ,  the  A m e r i c a n  E c o n o m i c  A s s o c i a t i o n ,  t he  
A m e r i c a n  F i n a n c e  A s s o c i a t i o n ,  and the  A m e r i c a n  S t a t i s t i c a l  A s s o -  
c i a t ion .  T h i s  i s  h i s  t h i r d  l e c t u r e  at  the  I n d u s t r i a l  C o l l e g e .  
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THE MANAGEMENT OF THE NATIONAL DEBT 

31 October 1963 

ADMIRAL ROSE: As you know, the Treasury Department has 
a great deal to do with economic policies as well as with the actual 
monetary policies, and our speaker this morning is the Under 
Secretary of the Treasury for Monetary Affairs. Youhave seenhis 
biography and you know that he has a long and distinguished career 
in the Federal Reserve System and is recognized internationally as 
one of our foremost authorities in monetary matters. 

He will address himself today to the management of the national 
debt and will highlight also some of the economic problems facing 
our Nation. 

It i s  a p l e a s u r e  to i n t r o d u c e  the  H o n o r a b l e  R o b e r t  V. R o o s a  fo r  
h i s  t h i r d  l e c t u r e  at  the  I n d u s t r i a l  C o l l e g e .  

MR. ROOSA: Thank you very much Admiral. We are in the 
throes of what used to be an annual exercise. It has now become 
almost a quarterly one for the Treasury; that of getting an increase 
in our debt limit. I suppose someday the time will be reached when 
the major interest in the public debt will not be its size but its manage- 
ment and when it may not even be necessary to have any allowance 
for an increase duri/Ig the course of a fiscal year. However, we 
have not seen any of those years for a long time, and I think it is 
i m p o r t a n t  to v i ew  the  a n a l y s i s  of the  n a t i o n a l  debt  and  i t s  s i g n i f i c a n c e  
to t he  n a t i o n a l  e c o n o m y  in t e r m s  of both  the  s i g n i f i c a n c e  of c h a n g e s  
in i t s  s i z e - - w h a t  l i e s  b e h i n d  tha t  in the  p a t t e r n  of F e d e r a l  spend ing ,  
a s  we l l  a s  r e v e n u e  p r o g r a m s - - a n d  in t e r m s  of wha t  c a n  and shou ld  
be  done  in the  m a n a g e m e n t  of the  o u t s t a n d i n g  debt ,  w h a t e v e r  i t s  
to t a l ,  as  t ha t  p a s s e s  t h r o u g h  the  m a r k e t  and  p r o v i d e s  s o m e  o p p o r -  
t u n i t y  fo r  i n f l u e n c i n g  o r  r e i n f o r c i n g  g o v e r n m e n t  pub l i c  p o l i c y  in the  
e c o n o m i c  s p h e r e .  

Neither one of these approaches, however, can ignore the fact 

that when you have a debt there are fundamental housekeeping 

situations which must be taken into consideration. The debt must 
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be successfully placed--held with willing investors all the time-- 
and it must be placed at an interest cost that will stand up to the 
critical test of both the Congress and the public who do not want to 
have any more money devoted to the debt service and interest charge 
than is absolutely necessary. This means that debt management 
must always be a reconciliation among a number of objectives. 

I would like to start by describing the nature of the present debt 
a little, and then going on to show you how these three kinds of con- 
siderations in the management of the debt work out in practice. While 
the impact of the deficit and readjustments in the composition of the 
debt in order to abet the aims of other economic policy are of major 
concern, we must recognize that the fundamental housekeeping re- 
quirements really come first. We, after all, cannot forget in the 
excitement of Olympian dreams about great influence that we do 
have a debt on the ground that has to be managed successfully and 
in such a way that investors will be persuaded to hold it voluntarily 

in a free economy. 

The  p r e s e n t  s i z e  of the  debt ,  as  any  of you who r e a d  the  n e w s -  
p a p e r s  t h i s  m o r n i n g  would  know, is  c r o w d i n g  c l o s e  to the  e x i s t i n g  
l i m i t ,  $309 b i l l ion ;  and  we h a v e ,  t h r o u g h  a c o n t r i v e d  Rube  Gold -  
b e r g  d e v i c e ,  got an  e x t e n s i o n  on the  way  t h r o u g h  C o n g r e s s  now tha t  
wi l l  r a i s e  tha t  l i m i t  t h r o u g h  the  r e s t  of t h i s  f i s c a l  y e a r ,  unt i l  t he  
day  b e f o r e  the  end,  to $315 b i l l ion ;  c l o s i n g  the  y e a r ,  h o w e v e r ,  at  
$309 b i l l i on .  A deb t  of tha t  m a g n i t u d e  is  d i v i d e d  r o u g h l y  into two-  
t h i r d s - - o n e - t h i r d  b e t w e e n  m a r k e t a b l e  and n o n m a r k e t a b l e  debt .  
The  n o n m a r k e t a b [ e ,  in t u r n ,  is  d i v i d e d  ha l f  and ha l f  b e t w e e n  s a v i n g s  
b o n d s  wh ich  a r e  so ld ,  b r o a d l y ,  to a l l  i n d i v i d u a l s  t h r o u g h o u t  the  Na t ion ,  
and h o l d i n g s  w h i c h  a r e  a n o n m a r k e t a b l e  f o r m  of g o v e r n m e n t  i n v e s t -  
m e n t .  T h i s  i n c l u d e s  s p e c i a l  i s s u e s  to the  s o c i a l  s e c u r i t y  t r u s t  funds  
and o t h e r s  wi th  w h i c h  you a r e  f a m i l i a r ,  as  we l l  as  o t h e r  i s s u e s  tha t  
we  m a k e  f o r  s p e c i a l  p u r p o s e s ;  a m o n g  t h e m ,  s p e c i a l  i s s u e s  to i n t e r -  
n a t i o n a l  h o l d e r s ,  to c e n t r a l  banks ,  and to the  m o n e t a r y  fund.  

So, l o o k i n g  at the  debt  in the  b r o a d  s e n s e  and  r o u n d i n g  it  out,  it  
i s  s o m e t h i n g  l i k e  $300 b i l l ion ;  r o u g h l y  $200 b i l l i o n  o r  e x a c t l y  two-  
t h i r d s  of the  to ta l  is  in m a r k e t a b l e  f o r m ,  and of the  r o u g h l y  $200 
b i l l i o n  of m a r k e t a b l e  debt  t h e r e  is  about  an  even  d i v i s i o n  b e t w e e n  
u n d e r  1 y e a r  m a t u r i t i e s - - t h e  a m o u n t  w h i c h  wi l l  p a s s  t h r o u g h  the  
m a r k e t  d u r i n g  the  c o u r s e  of the  f o l l o w i n g  y e a r ,  and the  l o n g e r  m a t u -  
r i t i e s  w h i c h  a r e  t u c k e d  away ,  a l i t t l e  l o n g e r ,  p l a c e d  out s o m e w h e r e  
b e y o n d  1 y e a r .  A c t u a l l y ,  the  m a r k e t a b l e  debt  w h i c h  p a s s e s  t h r o u g h  
the  m a r k e t  by  the  f o r c e  of i t s  own m a t u r i t y  is  a l i t t l e  l e s s  t han  half; 
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but, each year for the past several years, in order to try to improve 
the structure of the debt, we have also refunded in advance, outstand- 
ing securities that were somewhere out beyond 1 year--with 2, 3, 4, 
or more years still to go--and which we could exchange with their 
holders for issues of longer maturity. 

Therefore, in the aggregate it is fair to say that half of the market- 
able debt--that means roughly $I00 billion--passes through the market 
each year. A part of that, in turn, is Treasury bills which pass 
through more frequently than once a year, continually rolling over, 
either in 90 days or 6 months. We atso have some 1 year bills that 
we are putting onto a schedule of monthly maturities. Treasury bills 
are different from other U.S. Government obligations only because 
they are auctioned; the price determined at auction not requiring us 
to set the price and the rate in advance of the subscription. 

So much for the broad dimensions of the debt and the categories 
of it with which we have to deal. Another interesting aside before 
we get into the way in which the debt must be handled and can be 
used--the growth in the public debt, although bemoaned always as a 
sign of national profligacy, is, after all, only a part of the total debt 
structure of the economy, and almost as if it were natural law, our 
economy as a whole seems to evolve along a path that gives us a 
total debt of all forms (Federal, State and local, corporate and indi- 
vidual) which added together amounts to twice the gross national 
product. As I say, it almost looks like a natural law, although I am 
not going to say which causes which. 

T h i s  w a s  t r u e  w i t h i n  a b i l l i o n  d o l l a r s  a s  a m u l t i p l e  in  1946.  I t  
i s  r o u g h l y  t r u e  t o d a y .  So t h a t ,  t h e  o v e r a l l  i n d e b t e d n e s s  o f  t h e  c o u n t r y  
h a s  g r o w n  in  s t e p  w i t h  t h e  v a s t  g r o w t h  of  o u r  o w n  o u t p u t  o f  g o o d s  a n d  
s e r v i c e s ,  b u t  t h e  i n t e r e s t i n g  t h i n g  t h a t  I w a n t  t o  s t r e s s  n o w  i s  t h e  w a y  
i n  w h i c h  t h e  F e d e r a l  G o v e r n m e n t ' s  p r o p o r t i o n  of  t h a t  h a s  v a s t l y  
s h r u n k  s i n c e  t h e  e n d  of  W o r l d  W a r  II.  

T h e  p r i v a t e  s e c t o r  h a s  r e a s s e r t e d  i t s  c l e a r l y  d o m i n a n t  r o l e  in  
t o t a l  c l a i m s  o n  t h e  c a p i t a l  r e s o u r c e s  o f  t h e  c o u n t r y ,  b e c a u s e  w h e n  
w e  c a m e  o u t  o f  W o r l d  W a r  II, c l o s e  to  60 p e r c e n t  o f  t h e  t o t a l  o u t -  
s t a n d i n g  d e b t  a t  t h a t  t i m e - - t h i s  m e a n s  m o r e  t h a n  t h e  e n t i r e  a m o u n t  
o f  t h e  g r o s s  n a t i o n a l  p r o d u c t  a t  t h a t  t i m e - - w a s  F e d e r a l  d e b t .  W e  
h a v e  g o n e  a l o n g  t h r o u g h  . the  y e a r s  w i t h  t h e  t o t a l  o f  a l l  o u t s t a n d i n g  
d e b t  r e t a i n i n g  t h a t  s a m e  r e l a t i o n s h i p  to  g r o s s  n a t i o n a l  p r o d u c t ,  a 
l i t t l e  up  a n d  d o w n - - i t  go t  d o w n  a b i t  a r o u n d  1 9 5 0 - 1 9 5 1 ,  a n d  t h e n  t h e  
K o r e a n  w a r  t o o k  c a r e  o f  t h a t .  O v e r  a l l  t h a t  p e r i o d ,  a s  t h e  g r o w t h  
h a s  o c c u r r e d ,  t h e  e x p a n s i o n  of  d e b t  o t h e r  t h a n  F e d e r a l  G o v e r n m e n t  
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d e b t  h a s  b e e n  t r e m e n d o u s .  S t a t e  a n d  l o c a l  g o v e r n m e n t  b o r r o w i n g ,  
w h i c h  w a s  v e r y  s m a l l  a t  t h e  e n d  o f  W o r l d  W a r  II, h a s  i n c r e a s e d  
v e r y  g r e a t l y ,  b u t  t h e  e n o r m o u s  i n c r e a s e  h a s  b e e n  in  t h e  b o r r o w i n g  
o f  p r i v a t e  b u s i n e s s  c o r p o r a t i o n s  a n d  of  i n d i v i d u a l s ,  m a i n l y  t h e i r  
h o m e  m o r t g a g e s .  A s  a r e s u l t ,  t h e  p r o p o r t i o n  of  F e d e r a l  d e b t  to  
t o t a l  d e b t ,  w h i c h  w a s  60 p e r c e n t  in  1946,  h a s  s h r u n k  to  a b o u t  25 
p e r c e n t  a t  t h e  p r e s e n t  t i m e ,  a n d  c o r r e s p o n d i n g l y  i s  d o w n  to  h a l f  o f  
t h e  t o t a l  g r o s s  n a t i o n a l  p r o d u c t .  T o d a y  i t  w o u l d  b e  f a i r  to  s a y  t h a t  
t h e  g r o s s  p r o d u c t  a t  t h i s  m o m e n t  i s  r u n n i n g  a r o u n d  $ 5 9 0  b i l l i o n .  I t  
i s  i n t e r e s t i n g  t h a t  t h e  F e d e r a l  d e b t  a t  $300  b i l l i o n ,  y o u  s e e ,  i s  j u s t  
a l i t t l e  o v e r  h a l f  of  t h e  g r o s s  n a t i o n a l  p r o d u c t ,  a n d  t h e  r a t i o  h a d b e e n  
o v e r  100 p e r c e n t  in  t h e  e a r l y  p o s t w a r  y e a r s .  

T h e r e f o r e ,  in  t e r m s  of  i t s  r o l e  w i t h i n  t h e  d e b t  s t r u c t u r e  o f  t h e  
e c o n o m y ,  t h e  F e d e r a l  d e b t  h a s  f a l l e n  b a c k  i n t o  a m u c h  s m a l l e r  p l a c e ,  
e v e n  t h o u g h  i t  h a s  c o n t i n u e d  to  g r o w  s o m e w h a t  in  a b s o l u t e  a m o u n t .  
T h e  F e d e r a l  d e b t  a t  t h e  e n d  of  W o r l d  W a r  II w a s  a r o u n d  $280  b i l l i o n ,  
a n d  w e  n o w  h a v e ,  a s  y o u  k n o w ,  a F e d e r a l  d e b t  o f  a l i t t l e  o v e r  $307  
b i l l i o n ,  a p p r o a c h i n g  $309 b i l l i o n  n e x t  m o n t h .  

T h e  i m p o r t a n t  p o i n t s  t h a t  I w o u l d  l i k e  to  n o w  s u g g e s t  a s  a n  
i m p l i c a t i o n  of  t h i s  p a t t e r n  o f  d e b t  s t r u c t u r e  a r e ,  f i r s t ,  t h a t  w i t h i n  
t h i s  b r o a d  t o t a l  o f  c a p i t a l  r e q u i r e m e n t s  i n  t h e  e c o n o m y ,  t h e  a m o u n t  
t h a t  h a s  to  b e  c l a i m e d  b y  t h e  F e d e r a l  G o v e r n m e n t  a s  a s h r i n k i n g  
p o r t i o n  of  t h e  t o t a l  i s  n o n e t h e l e s s  o n e  of  t h e  l a r g e s t  c l a i m s  in  a n y  
g i v e n  y e a r .  T h a t  i s  b e c a u s e  o f  t h e  n a t u r e  o f  t h e  U n i t e d  S t a t e s  
G o v e r n m e n t  d e b t  a s  i t  h a s  e m e r g e d  o v e r  t h e  y e a r s .  F e d e r a l  o b l i g a -  
t i o n s  a r e  f r e e  of  c r e d i t  r i s k ,  a n d  in  c o n s e q u e n c e  t h e  G o v e r n m e n t  
d e b t  h a s  c o m e  to  o c c u p y  t h e  c e n t r a l  p l a c e  h e r e  a n d  in  m a n y  o t h e r  
c o u n t r i e s  a s  a m o n e y  m a r k e t  i n s t r u m e n t ,  a k i n d  of  f r e e l y  m a r k e t a b l e ,  
q u i c k l y  t r a d e a b l e  s h o r t - t e r m  m o n e y  m a r k e t  a s s e t  t h a t  s e r v e s  a s  t h e  
p r i n c i p a l  v e h i c l e  f o r  t h e  h o l d i n g  of  l i q u i d  f u n d s  b y  f i n a n c i a l  i n s t i t u t i o n s .  

So, b e c a u s e  of  t h a t  w e  h a v e  $50 b i l l i o n  o f  o u r  o u t s t a n d i n g  d e b t  
in  T r e a s u r y  b i l l s  a n d  r o u g h l y  $35 b i l l i o n  in  o t h e r  u n d e r  1 y e a r  o b l i g a -  
t i o n s .  I t  i s  t h i s  t h a t  k e e p s  t h e  F e d e r a l  d e b t  c o n t i n u a l l y  s i g n i f i c a n t  
a s  a d o m i n a n t  i n f l u e n c e  o n  t h e  p a t t e r n  of  m o n e y  m a r k e t  r a t e s  i n  t h e  
s h o r t - t e r m  a r e a .  In  t h e  m i d d l e  a n d  l o n g - t e r m  m a t u r i t y  r a n g e s  i n  
t h e  c a p i t a l  m a r k e t s ,  t h e  F e d e r a l  d e b t  i s  a l w a y s  a f a c t o r .  H e n c e  i t  i s  
a l w a y s  p o s s i b l e  a t  a n y  g i v e n  t i m e  to  u s e  o r  a b u s e  t h e  d e b t  m a m a g e m e n t  
r o l e  in  s u c h  a w a y  t h a t  t h e  m a g n i t u d e  of  a g i v e n  F e d e r a l  o p e r a t i o n  c a n ,  
f o r  a p e r i o d ,  b e  a d o m i n a n t  i n f l u e n c e  on  w h a t  i s  p a s s i n g  t h r o u g h  a n y  
s e c t o r  o f  t h e  w h o l e  c a p i t a l  m a r k e t .  
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So, I do  n o t  w a n t  t o  s u g g e s t  in  i n d i c a t i n g  t h a t  t h e  F e d e r a l  d e b t  

h a s  b e c o m e  a s m a l l e r  p a r t  o f  t h e  t o t a l  o u t s t a n d i n g  d e b t ,  t h a t  i t s  
s i g n i f i c a n c e  h a s  d i m i n i s h e d  in  t h a t  s a m e  p r o p o r t i o n  a s  an  i n f l u e n c e  
on  c u r r e n t  i n t e r e s t  r a t e s  a n d  c u r r e n t  a c t i v i t y  in  t h e  w h o l e  r a n g e  of  
t h e  c a p i t a l  m a r k e t s ,  f r o m  t h e  m o n e y  m a r k e t  o n  o u t  to  t h e  v e r y  l o n g -  
t e r m .  T h e  r e a s o n  t h a t  t h e  F e d e r a l  d e b t  c o n t i n u e s  to  h a v e  a p o t e n -  
t i a l  d o m i n a n t  i n f l u e n c e  o n  t h e  d a y - t o - d a y  b e h a v i o r  o f  t h e s e  m a r k e t s  
i s  t h a t  a m u c h  h i g h e r  p a r t  of  t h e  t o t a l  F e d e r a l  d e b t  i s  n e c e s s a r i l y  
o r  p o t e n t i a l l y  p a s s i n g  t h r o u g h  t h e  m a r k e t  i n  t h e  c o u r s e  of  a n y  g i v e n  
y e a r ,  a m u c h  h i g h e r  p a r t  t h a n  t h a t  o f  a n y  o t h e r  c o m p o n e n t  o f  t h e  d e b t  
s t r u c t u r e .  

M o r t g a g e s ,  a s  a r u l e ,  e v e n  t h o u g h  m a n y  a r e  r e p a i d  o r  r e f i -  
n a n c e d  b e f o r e  m a t u r i t y ,  n o n e t h e l e s s  h a v e  a v e r a g e  m a t u r i t i e s - -  
a c t u a l l y  r e m a i n i n g  o u t s t a n d i n g - - o f  a b o u t  10 y e a r s ,  a n d  of  c o u r s e ,  
t h e i r  o r i g i n a l  m a t u r i t i e s  a r e  u s u a l l y  20 y e a r s  o r  m o r e  t h e s e  d a y s .  
H o m e  m o r t g a g e s  d o m i n a t e  t h e  l o n g - t e r m  d e b t  s t r u c t u r e ,  in  t e r m s  of  
o f  w h a t  i s  n e w l y  i s s u e d  e a c h  y e a r .  T h e y  a l s o  a c c o u n t  f o r  t h e  l a r g e s t  
i n c r e a s e s  i n  t h e  t o t a l  o u t s t a n d i n g  d e b t .  

C o r p o r a t e  d e b t  i n  t h e  s a m e  w a y  c o n s i s t s  v e r y  s u b s t a n t i a l l y  of  
l o n g - t e r m  d e b e n t u r e  o b l i g a t i o n s  w h i c h  a r e  n o t  o f t e n  c a l l e d ,  e v e n  
t h o u g h  t h e y  a r e  c a l l a b l e  a t  i n t e r v a l s ,  o r  a f t e r  a n  e l a p s e d  t i m e  of  5 
o r  10 y e a r s ;  s o  t h a t  in  a n y  g i v e n  w e e k  o r  m o n t h ,  a s  y o u  l o o k  a t  
t h e  f i n a n c i a l  p a g e s  f o r  w h a t  i s  a f f e c t i n g  t h e  m a r k e t  o r  w h a t  t h e  
m a r k e t  i s  w a i t i n g  f o r  o r  g u e s s i n g  a b o u t ,  y o u  w i l l  u s u a l l y  f i n d  t h a t  
a l t h o u g h  t h e r e  i s  ~ p m e  c o r p o r a t e  o b l i g a t i o n  g o i n g  t h r o u g h  e a c h  w e e k ,  
t h e  a p p r e h e n s i o n  o r  t e n s i o n  t h a t  i s  d o m i n a t i n g  t h e  m a r k e t  a t  t h a t  
g i v e n  t i m e  h a s  to  do  w i t h  t h e  t e r m s  o f  a f o r t h c o m i n g  G o v e r n m e n t  
i s s u e .  T h i s  i s  b e c a u s e  t h e  m a r k e t  k n o w s  t h a t  w h e n  t h e  G o v e r n m e n t  
i s s u e  c o m e s  o u t  i t  w i l l  b e  l a r g e ;  i t s  d i m e n s i o n s  w i l l  b e  e n t i r e l y  
d i f f e r e n t  f r o m  t h a t  o f  a n y  c o r p o r a t e  o b l i g a t i o n .  

We j u s t  c o m p l e t e d  a f i n a n c i n g  o p e r a t i o n  o n  M o n d a y ,  f o r  e x a m p l e ,  
a n d  t h e  t o t a l  a l l o t m e n t  o n  t h a t  w h i c h  w e  w i l l  b e  a n n o u n c i n g  t h i s  
m o r n i n g  w a s  $8 b i l l i o n .  I t  t u r n e d  o u t  t h a t  h a l f  o f  t h e  h o l d i n g s  w h i c h  
w e  w e r e  r e f u n d i n g  in  c a s h  w e r e  in  t h e  h a n d s  o f  F e d e r a l  R e s e r v e  
b a n k s  a n d  G o v e r n m e n t  i n v e s t m e n t  a c c o u n t s ,  a n d  t h e s e  w e r e  a l l o t t e d  
in  f u l l ,  so  t h a t  t h e  a m o u n t  p a s s i n g  t h r o u g h  t h e  p r i v a t e  m a r k e t  w a s  
c l o s e r  t o  $4  b i l l i o n .  N o n e t h e l e s s ,  t h e  l a r g e s t  c o r p o r a t e  i s s u e s  in  
t h e  m a r k e t  t e n d  to  r u n  up  to  $200  m i l l i o n ,  a n d  t h e  l a r g e s t  o n e  t h i s  
w e e k ,  a G M A C ,  $150  m i l l i o n ,  i s  o f  c o u r s e  t h e  d o m i n a n t  i n f l u e n c e  
i n  t h e  m a r k e t s  c u r r e n t l y .  
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So, this gives you a little idea of the way in which the turnover 
of the Federal debt keeps it an active, prominent influence on the 
behavior of the capital markets, even though Federal securities 

represent a shrinking proportion of total debt. 

N o w  b e f o r e  I t r y  to  s k e t c h  j u s t  a l i t t l e  t h e  w a y  in  w h i c h  w e t r y  
to  m i n i m i z e  t h e  h a r m  t h a t  w e  c a n  do ,  a n d  s o m e t i m e s  e v e n  m a x i m i z e  
t h e  p o t e n t i a l  p o s i t i v e  c o n t r i b u t i o n  w e  c a n  m a k e  t o w a r d  e c o n o m i c  
p o l i c y ,  I w o u l d  l i k e  to  d i g r e s s  j u s t  a m i n u t e  to  t h e  f i r s t  p o i n t  t h a t  I 
m a d e  in  b e g i n n i n g  t h e s e  r e m a r k s ;  t h a t  i s ,  h o w  t h e  i n c r e a s e s  i n  t h e  
d e b t ,  a s  t h e y  c u r r e n t l y  a r i s e ,  a r e  b e i n g  p l a c e d .  T h i s  i s  a s e p a r a t e  
q u e s t i o n ,  a s  I m e n t i o n e d ,  f r o m  t h e  m a n a g e m e n t  o f  a g i v e n  a m o u n t  
o f  o u t s t a n d i n g  d e b t .  

As you have read in all of the comment concerning the proposed 
tax reduction which we will get sooner or later--and we are still doing 

everything we can to see that it is sooner--the comment of the critics 

has centered on whether or not there will be a parallel measure of 
firm expenditure control. The President and the Director of the 

Budget have given clear assurances, but looking further--and you 

are going to hear more of this as the debate goes on in the Senate-- 

is the question: Well, even if there is expenditure control, even 

if the deficit coming in the year of the tax cut is no larger than the 
deficit this year, what about the grave risk of a succession of def- 

icits creating new inflationary pressures on the economy before we 
g e t  to  t h e  p o i n t  of  a b a l a n c e d  b u d g e t ?  

Is  i t  n o t  i n e v i t a b l e  t h a t  t h e  o u t c o m e  of  a l l  t h i s ,  o n  t o p  o f  t h e  
d e f i c i t s  w e  h a v e  a l r e a d y  h a d ,  w i l l  b e  a n e w  i n f l a t i o n a r y  s u r g e  in  
t h e  e c o n o m y ?  A s  to  t h a t ,  o u r  a n s w e r  i s  t h a t  i t  d e p e n d s  e n t i r e l y  o n  
h o w  t h e  d e b t  i s  f i n a n c e d .  N o w  t h e r e  a r e  a l o t  o f  e a s y  s h o r t h a n d  w a y s  
o f  d e s c r i b i n g  t h i s ,  b u t  t h e y  a r e  a p t  to  b e  m i s l e a d i n g .  T h e  d e t a i l e d  
e x p l a n a t i o n s  c a n  g e t  f a i r l y  c o m p l e x ,  b u t  w h a t  t h e  i n f l a t i o n a r y  p o t e n -  
t i a l  r e a l l y  h i n g e s  on  i s  w h e t h e r ,  in  f i n a n c i n g  t h e  d e f i c i t ,  t h e r e  h a s  
b e e n  a p a r a l l e l  i n c r e a s e  in  t h e  m o n e y  s u p p l y  a n d  in  t h e  l i q u i d i t y  o f  
t h e  e c o n o m y .  

This in turn depends on whether or not the increases in the debt 

have actually been placed with the banking system where money gets 

created, or whether they have been placed outside. While this is a 

gross oversimplification, it does get to the center of the problem. 

Then, as corollary to that, if you have succeeded in placing the debt 

outside ~ne banking system, have you also placed it outside in a way 

that will last for awhile? In other words, are the placements on 

balance more in long-term rather than in short-term issues? 
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Now the things that have actually happened over the last year 

or so provide reassurance that there has been no inflationary impact 
from debt operations in this period, and that there need not be in the 
transition to a balanced budget, because what has happened is this: 
The increase in the outstanding debt of approximately $8.5 billion, 
over the 15 months that ended in September, was just about matched 
by the increase in Treasury bills, which are all very short-term 
obligations. I am excluding in the bill comparison some seasonal 
short-term borrowing which we had outstanding 15 months ago but 
has since been liquidated. 

Someone, then, who wanted to rise up in alarm over the infla- 
tionary implications of the deficit, could pick those two figures and 
say that the whole debt increase had been financed through the issu- 
ance of Treasury bills; potentially a very grave danger for the econ- 
omy. Following from there, we might expect to hear that the Govern- 
ment had lost all sense of fiscal responsibility and that inflation was 
about to break loose. 

H o w e v e r ,  y o u  h a v e  to  l o o k  j u s t  a l i t t l e  f u r t h e r .  T h e  f i r s t  q u e r y  
i s :  Wha t  h a p p e n e d  to  b a n k  h o l d i n g s  of  t h e  d e b t  o v e r  t h i s  p e r i o d ?  

The total Government holdings of the commercial banking system 
over the 15 month period were reduced by $3 billion; they were not 
increased. So, while the total outstanding debt was rising, the total 
holdings by the banking system were actually being cut back. To put 
this in terms of the point I made at the beginning, the potential for 
translation of this debt into money creation by the banking system 
was actually declining, because of the way the debt was issued. In 
short, we were placing the additional debt with nonbank holders, and 
in fact even increasing their proportionate share of the total. 

W e l l  t h e n ,  i t  m i g h t  b e  a r g u e d  t h a t  a l t h o u g h  t h e r e  w a s  n o t  a n  
i n c r e a s e  in  t h e  i n f l a t i o n  p o t e n t i a l  b e c a u s e  Of a l o d g m e n t  of  t h e  d e b t  
in  t h e  b a n k i n g  s y s t e m ,  d i d  n o t  t h i s  l a r g e  r i s e  in  s h o r t - t e r m  d e b t  
b r i n g  a b o u t  a c l e a r  i n c r e a s e  i n  t h e  p o t e n t i a l  in  t e r m s  of  t h e  d e b t  
s t r u c t u r e  ? 

If o n e  h a d  w a n t e d  to  s t a r t  o u t  to  m a k e  a f a v o r a b l e  e a s e  h e  c o u l d  
h a v e  l o o k e d  a t  t h e  d e b t  f r o m  t h e  o t h e r  e n d  a n d  a s k e d  w h a t  h a p p e n e d  
to  t h e  v e r y  l o n g - t e r m  d e b t .  G o i n g  b a c k  o v e r  a 15 m o n t h  p e r i o d  h e  
w o u l d  h a v e  f o u n d  t h a t  t h e  i n c r e a s e  in  o u t s t a n d i n g  d e b t  h a v i n g  m a t u r i -  
t i e s  of  5 y e a r s  o r  m o r e  w a s  in  f a c t  l a r g e r  t h a n  t h e  i n c r e a s e  in  t h e  
t o t a l  o u t s t a n d i n g  d e b t  i t s e l f  o v e r  t h a t  p e r i o d .  T h u s ,  t h e  e n t i r e  
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increase in the debt could be described as having been placed with 

long-term savers outside the banking system, where the inflationary 

potential of Government security holdings is negligible; so one might 

say, in contrast with the first impression, that the debt increase has 

been financed in the soundest, most secure manner that the country 

has ever seen. 

Of course, in appropriate audiences we sometimes say that! 

However, what I especially want to emphasize here is that with the 

debt as large and complex as ours there are a number of things that 

have to be taken into account. While it is true that we must be cautious 
all the time in what we do with the debt as a whole during a period when 

its size is increasing, we must be continually alert to see that we are 

not providing a means through which the debt itself can become a vehi- 
cle for inflation. Beyond that, there are other elements of public 
policy which have to be considered. These are elements that are 

relevant whether the size of the debt is increasing or not. I want to 

sketch these in, particularly the ones that have become most relevant 
in recent years, to indicate how this process of compromise that I 

mentioned earlier has to be effected; because, above all else, the 
dominant problem of our short-term money market in the past 4years 
has been the risk of a substantial and sustained international outflow 
of short-term money. This occurred because our short-term interest 

rate structure was consistently below that of all other like countries 

of the world except the Netherlands and Switzerland. 

If, then, you are considering the position of the United States not 
only internally, but internationally, you try--especially if you realize 

that the most volatile is the flow of short-term funds--through those 
portions of the public policy sector that you can influence, to exert a 
counteracting force against the natural laws of economic gravitation 

that will be pulling the funds out of the country in substantial amount. 

I will not trace it all through--I am sure you have had other speakers 
here who have done it. The net result of this for a leading industrial 

country, the one country that maintains gold convertibility for the 
currency, is that when you run a sustained external deficit you also 

have a problem of financing. I am only talking about the internal 
debt management part of our job this morning; but the external financ- 
ing of that deficit, in a way that will minimize the pressures on the 

country from the outside, must also be a continuing part of the respon- 

sibility and concern of public policy. 

T h i s  i s  o n e  p l a c e  w h e r e  t h e  i n t e r n a l  d e b t  m a n a g e m e n t  a n d  t h e  
c o n c e r n  w i t h  t h e  s i z e  of t h e  b a l a n c e - o f - p a y m e n t s  d e f i c i t  b e c o m e  
i n e x t r i c a b l y  w o v e n  t o g e t h e r .  T h e  r e a s o n  f o r  t h e  i n c r e a s e  in  v e r y  
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s h o r t - t e r m  T r e a s u r y  b i l l  d e b t  o v e r  t h e s e  p a s t  f e w  y e a r s  h a s  b e e n  
t h a t  w e  h a v e  d e l i b e r a t e l y  a n d  c o n s c i o u s l y  b e e n  t a k i n g  a d v a n t a g e  of  
t h e  p o i n t  t h a t  I m e n t i o n e d  to  y o u  e a r l i e r - - t h a t  t h e  G o v e r n m e n t  d e b t  
i s  t h e  d o m i n a n t  f a c t o r  in  t h e  s h o r t - t e r m  m o n e y  m a r k e t .  T r e a s u r y  
f i n a n c i n g  i s  t h e  l a r g e s t  c o m p o n e n t ,  a n d  b y  i n c r e a s i n g  t h e  s i z e  o f  
o u r  T r e a s u r y  b i l l  v o l u m e  w e  h a v e  b e e n  a b l e  to  e d g e  t h e  s h o r t - t e r m  
i n t e r e s t  r a t e s  g r a d u a l l y  u p w a r d  to  a p o i n t  w h e r e  n o w  t h e  r a t e  d i f f e r -  
e n t i a [  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  o t h e r  c o u n t r i e s  h a s  r e a c h e d  a n  
e q u i l i b r i u m  p o s i t i o n  w i t h  no  g r a v i t a t i o n a l  p u l l  e i t h e r  i n  o r  ou t .  We 
r e a c h e d  t h i s  p o i n t  in  m i d - J u l y  a n d  I t h i n k  w e  a r e  g o i n g  to  b e  a b l e  t o  
m a i n t a i n  i t .  

We a r e  n o t  t r y i n g  to f o r c e  t h i s  p a r t i c u l a r  c o m p o n e n t  of  t h e  
b a l a n c e - o f - p a y m e n t s  t o  a n  e x t r e m e .  We do  n o t  w a n t  to  u p s e t  o t h e r  
c o u n t r i e s  i n  t h e  w o r l d  b y  p u l l i n g  m o n e y  of  a s h o r t - t e r m  v o l a t i l e  
c h a r a c t e r  b a c k ,  b u t  w e  w a n t  to  s t o p  t h e  f l o w  o u t  f r o m  t h e  U n i t e d  
S t a t e s ;  a n d  t h a t ,  v e r y  b r o a d l y  s p e a k i n g ,  h a s  b e e n  d o n e  w i t h  t h e  
i n f l u e n c e  w e  h a v e  b r o u g h t  to  b e a r  on  t h e s e  i n t e r e s t  r a t e s .  A m a j o r  
p a r t  o f  t h e  i n f l u e n c e  t h a t  h a s  b e e n  e x e r t e d  to  b r i n g  t h i s  a b o u t  h a s  
c o m e  f r o m  t h e  i n c r e a s e  in  s h o r t - t e r m  T r e a s u r y  b i l l s .  N o w  it  i s  
t r u e ,  a s  I s a i d  a f e w  m i n u t e s  a g o ,  t h a t  t h i s  m u s t  b e  r e c o g n i z e d  to  
b e  a p o t e n t i a l  i n f l a t i o n a r y  r i s k  f o r  t h e  w h o l e  e c o n o m y .  It  i s  n o t  
n o w ,  b e c a u s e  w e  k e p t  a l l  t h e  i n c r e a s e  m t h e  s h o r t  d e b t  o u t  of  t h e  
b a n k i n g  s y s t e m ,  b u t  i t  c o u l d  b e  a n d  i t  c o u l d  t u r n  v e r y  q u i c k l y .  So 
h o w ,  t h e n ,  do  y o u  b u i l d  a l i n e  of  d e f e n s e  b e h i n d  t h i s ?  H o w  do  y o u  
p o s i t i o n  y o u r s e l f  s o  t h a t  t h e  r i s k  o r  t h e  l i k e l i h o o d  of  t h i s  h a p p e n i n g  
o n  a n y  s u s t a i n e d  b a s i s  c a n  b e  m i n i m i z e d ?  

T o  do  t h a t  y o u  d i g  a h o l e  in  t h e  i n t e r m e d i a t e  p a r t  o f  t h e  d e b t  
s t r u c t u r e  a n y w h e r e  f r o m  1 y e a r  o n  o u t  to  5 o r  6, r e d u c i n g  t h a t  
p a r t  o f  t h e  t o t a l  o u t s t a n d i n g  d e b t .  T h e n  in  t h e  y e a r s  a h e a d  t h e  
m a t u r i t i e s  t h a t  w i l l  b e  r o l l i n g  in  o n  t h e  n e x t  d e b t  m a n a g e r  t o  b e  
h a n d l e d  w i l l  b e  s m a l l  e n o u g h  s o  t h a t  h e  w i l l  h a v e  t h e  f l e x i b i l i t y  
a n d  s c o p e  to  b e  a b l e ,  i f  i t  i s  i m p o r t a n t  t h e n  to  do  so ,  to  k e e p  t h e  
s h o r t - t e r m  d e b t  f r o m  i n c r e a s i n g ;  a n d  in  f a c t ,  s u c c e s s f u l l y  to  r e d u c e  
i t  i f  t h e  b a l a n c e - o f - p a y m e n t s  n e e d  i s  n o t  t h e n  d o m i n a n t .  

A t  a n y  r a t e ,  w h a t  h a s  b e e n  n e c e s s a r y  in  t h i s  p e r i o d  h a s  b e e n  
to  i n c r e a s e ,  t h e  d e b t ,  p a r t i c u l a r l y  i n  t h e  3 to  6 m o n t h  a r e a ,  i n  o r d e r  
to  a c c o m p l i s h  t h e  m o n e y  m a r k e t  e f f e c t s  t h a t  w e  w e r e  s e e k i n g  f o r  
b a l a n c e - o f - p a y m e n t s  p u r p o s e s .  A t  t h e  s a m e  t i m e  w e  h a v e  t r i e d  to  
a v o i d  c r e a t i n g  a d e l a y e d  a c t i o n  f u s e  i n  t h e  f o r m  of  an  e n o r m o u s  a m o u n t  
o f  a d d i t i o n a l  d e b t  t h a t  w o u l d  m o v e  f o r w a r d ,  m a t u r e ,  a n d  p i l e  in  on  u s  
n e x t  y e a r  o r  t h e  y e a r  a f t e r  i n  a w a y  s o  t h a t  i t  c o u l d  n o t  b e  h a n d l e d .  

195  
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Y ou  m a y  r e m e m b e r  I t o l d  y o u  e a r l i e r  t h a t  t h e  v e r y  s h o r t - t e r m  

d e b t  in  t h e  f o r m  of  b i l l s  h a d  i n c r e a s e d  b y  t h e  a m o u n t  o f  i n c r e a s e  i n  
t h e  d e f i c i t  in  t h e  p a s t  15 m o n t h s ;  b u t  w h e n  y o u  go b a c k  a l i t t l e  f u r t h e r  
in  t i m e - - s a y  b a c k  to  t h e  b e g i n n i n g  of  c a l e n d a r  1 9 6 1 - - y o u  f i n d  t h a t  
w h i l e  r e g u l a r  T r e a s u r y  b i l l s  h a v e  i n c r e a s e d  s i n c e  t h e n  b y  a r o u n d  
$16 b i l l i o n ,  t o t a l  u n d e r  1 y e a r  m a t u r i t i e s  i n c r e a s e d  o v e r  t h e  s a m e  
p e r i o d  b y  o n l y  a b o u t  $8 b i l l i o n .  So t h e r e  w a s  a l r e a d y  a g o o d  o f f s e t ,  
t h o u g h  n o t  a c o m p l e t e  o n e ,  t h r o u g h  d e c l i n e s  in  o t h e r  t y p e s  o f  s h o r t -  
t e r m  d e b t ;  a n d  w h e n  y o u  go up  f r o m  i y e a r  t o  5 y e a r s  in  t h e  m a t u r i t y  
s t r u c t u r e  o f  t h e  d e b t ,  t h e  u n d e r  1 y e a r  i n c r e a s e  i s  c o m p l e t e l y  o f f s e t .  
H e r e  t h e r e  h a s  b e e n  a n  a c t u a l  r e d u c t i o n  of  $13 b i l l i o n  s i n c e  t h e b e g i n -  
n i n g  of  c a l e n d a r  1961.  

I do not want to confuse you further with a lot of figures. What 
I have tried to indicate is that in adapting to the limits of what the 
market will take and what the Treasury can sell, there must be 

continual thought not only of today but of the future. We have to find 

the reconciliation between the housekeeping requirements of having 

a debt firmly placed with satisfied holders in a free economy, and at 

the same time a debt that will, as it is increasing, not add to any 
inflationary pressures and will minimize them if possible, and a debt 

whose latent power can be used in a positive direction to help in the 

financing of the balance-of-payments. 

T h i s  i s  t h e  k i n d  of  m i x e d  s e t  of  r e q u i r e m e n t s  w h i c h  w e  a r e  c o n -  
t i n u a l l y  f i t t i n g  t o g e t h e r ,  a n d  w h i c h ,  a s  I s a i d ,  w e  h a d  to  t a k e  i n t o  
a c c o u n t  in  t h e  f i n a n c i n g  c o m p l e t e d  o n  M o n d a y  of  t h i s  w e e k .  In  a d d i -  
t i o n ,  j u s t  y e s t e r d a y  w e  i s s u e d  a t  a u c t i o n  a 1 y e a r  T r e a s u r y  b i l l  f o r  
a b i l l i o n  d o l l a r s .  T h e  w a y  in  w h i c h  a l l  o f  t h e s e  a c t i v i t i e s  c o n t i n u a l l y  
m o v e  t h r o u g h  t h e  m a r k e t  d o e s  h a v e  to  f i t  a p a t t e r n .  We h a v e  to  do  
m o r e  t h a n  p l a c e  t h e  d e b t  a d e q u a t e l y  a n d  in  s u c h  a w a y  t h a t  t h e  o v e r a l l  
c o s t  o f  t h e  i n t e r e s t  b u r d e n  to  t h e  t a x p a y e r  i s  m i n i m i z e d - - i m p o r t a n t  
a s  t h a t  i s .  B e y o n d  t h a t ,  w e  h a v e  to  a d a p t  d e b t  m a n a g e m e n t  to  m i n i m i z -  
i n g  t h e  i n f l a t i o n a r y  r i s k s  o f  r e p e a t e d  F e d e r a l  d e f i c i t s ,  a n d  s o m e h o w  
o r  o t h e r  u t i l i z e  i t s  p o t e n t i a l  a s  w e l l  f o r  t h e  b a l a n c e - o f  p a y m e n t s .  

N o w  b e f o r e  I c o n c l u d e  a n d  t u r n  to  q u e s t i o n s  I w o u l d  l i k e  to  j u s t  
c o m m e n t  o n  o n e  o t h e r  a s p e c t  o f  d e b t  m a n a g e m e n t  in  w h i c h  s o m e  of  
y o u ,  I t h i n k ,  p a r t i c u l a r l y  t h o s e  in  t h e  f o r e i g n  f i e l d ,  w o u l d  h a v e  a n  
i n t e r e s t .  You  m a y  in  l a t e r  y e a r s  b e  h e a r i n g  a b o u t  i t .  T h e r e  i s  a n o t h e r  
w a y  in  w h i c h  w e  h a v e  d o v e t a i l e d  d e b t  m a n a g e m e n t  w i t h  t h e  b a l a n c e - o f  
p a y m e n t s  s i t u a t i o n ,  a n d  m o r e  b r o a d l y ,  w i t h  o u r  u n i q u e  r e s p o n s i b i l i t i e s  
a s  b a n k e r  f o r  t h e  w o r l d ;  a n d  t h i s  c o n c e r n s  t h e  f i n a n c i n g  of  t h e  e x t e r n a l  
d e f i c i t  o f  t h e  U n i t e d  S t a t e s .  
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As I said earlier, the aim of the operations in the money market 

has been to reduce the outflow of funds to other countries. That means 

to reduce what will end up as a balance-of-payments deficit. However, 
once you have a deficit in the balance-of-payments, whatever it may be, 

you have to find some way to finance it that will also avoid upsetting 

the international financial system, which rests firmly on the dollar 

as its central pivot. 

Our problem externally with our balance-of-payment deficit has 

been a much graver one for our security and that of the world than 

anything implied by the internal Federal deficit. The United States 

has unique responsibilities as banker for the world, and because of 

that the dollar is a key currency for the world. We have to limit the 

flow of that currency into the hands and possible reserve holdings of 

other countries to amounts that will somehow or other fit current 
requirements. A glut of dollars beyond the amount needed and wanted 

as reserves might cause people to begin to wonder whether the dollar 

is really as secure, sound, and permanently useful as they had once 

thought. 

To sum up, there are problems when we do not get our external 

deficit down to the dimensions of the world's current needs for addi- 

tional monetary reserves--and we certainly have not done that for 
the last several years. In this situation we have to find some way 

of absorbing a part of those dollars before they become a real glut 

on the international financial market; because at this point they 
incite the central banks abroad to do a much more rapid gold con- 
version, draining more from our stocks than they already have. 

As you probably know, the net result of the effort we made in 
this area has been to create some new kinds of Federal debt instru- 

ments. The general form of it, without getting into detail, is that 

if a given country feels that for the moment it is accumulating too 
many dollars--that its particular part of the by-product of our big 

balance-of-payments deficit is overflowing from its point of view-- 

and if it does not already owe us a lot of debt so we can justaskthem 

to repay the debt and soak up the dollars in that way, then what we 
will do is talk with them about taking a bond denominated in their own 
currency. We assume the obligation to repay at maturity in their own 

currency rather than in dollars, if they so wish at the time. 

Up to now we have, in this calendar year, issued about $700 million 

of those bonds. It is a small part of our total debt, but with the balance 

of payments deficit which in the first half of the year was running at an 
annual gross rate of $4.5 billion, it is a way in which we can absorb the 

the overhang of extra dollars, and at least give ourselves some time. 
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We discovered in the old statutory authorizations of 1917 that 
the Treasury had been given authority to do this sort of thing and 
we began doing it with the shorter maturities. Longer maturities 
were only started this year on any substantial scale. We have had 
a reasonable amount of success so far, to the point where it is 
interesting to combine these foreign issues with the figure for the 
gold loss. 

L a s t  y e a r  the  gold l o s s ,  a s  you know, w a s  about  $850 m i l l i o n ,  
r u n n i n g  a p r e t t y  h igh  p r o p o r t i o n  of the  to ta l  b a l a n c e - o f - p a y m e n t s  
d e f i c i t ,  a s  it  d id  a l s o  the  y e a r  b e f o r e .  T h i s  y e a r ,  to d a t e - - I  do 
not  e v e r  wan t  to do m o r e  than  c r o s s  m y  f i n g e r s  about  the  f u t u r e ,  
but  a t  l e a s t  th i s  y e a r  to d a t e - - t h e  gold l o s s  h a s  b e e n  a p p r o x i m a t e l y  
$400 m i l l i o n .  H o w e v e r  the  t a k i n g s  of t h e s e  new debt  i n s t r u m e n t s  
h a v e  b e e n ,  as  I sa id ,  o v e r  $700 m i l l i o n ;  so tha t  wi th  a l a r g e r  d e f i c i t  
e x t e r n a l l y  th i s  y e a r ,  w h e r e  we  m i g h t  o t h e r w i s e  h a v e  e x p e c t e d  s o m e -  
th ing  l i k e  a gold l o s s  going up f r o m  l a s t  y e a r ' s  $800 m i l l i o n  to p e r -  
h a p s  a b i l l i o n  o r  two, th i s  y e a r - - a t  l e a s t  thus  f a r - - w e  h a v e  b e e n  
ab le  to r e p l a c e  a l a r g e  p a r t  of tha t  p o t e n t i a l  gold l o s s  wi th  th i s  o t h e r  
k ind of debt  i n s t r u m e n t .  T h i s  h a s  b e e n  j u s t  a s o r t  of i n c i d e n t a l  by -  
p r o d u c t  of o u r  h o m e  debt  m a n a g e m e n t ,  but  one  w h i c h  I th ink ,  in  t e r m s  
of i ts  i m p l i c a t i o n s  fo r  the  e x t e r n a l  p o s i t i o n  of the  d o l l a r ,  is  of m o r e  
s i g n i f i c a n c e  than  the  c o m p a r a t i v e l y  s m a l l  s i z e  m i g h t  i n d i c a t e .  

I do not want to try to describe that in any detail or go further 
into our balance-of-payments, unless you have any specific question 
on it. I would think, though, that because it is something that we 
have developed a little more in the past year, it would be worth noting, 
because those of you who go out around the world are going to be 
hearing about these things and wondering about them; and I did want 
to take this chance to show you how, in our thinking, they do fit into 
a place in the overall national economic policy of the country. 

Thank you. 

QUESTION: I a m  u n d e r  the  i m p r e s s i o n  tha t  a good m a n y  A m e r i c a n s  
h a v e  found c o m f o r t  in the  k n o w l e d g e  tha t  the  n a t i o n a l  deb t  h a s  b e e n  
i n t e r n a l l y  he ld .  Wha t  is the  i m p a c t ,  p s y c h o l o g i c a l l y  o r  o t h e r w i s e ,  in  
y o u r  now p u r c h a s i n g  d o l l a r s  o v e r s e a s  by i s s u i n g  bonds  ? 

MR. ROOSA: Let us start with recognizing that there is no change 
in the external holding of the debt. It is just a change in the form in 
which it is held, because once the dollars have come into thepossession 
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of  a f o r e i g n  o w n e r ,  t h o s e  d o l l a r s  a r e  g o i n g  to  b e  h e l d  in  a n y  c a s e  
in  t h e  f o r m  of  a c l a i m  on  t h e  U . S .  G o v e r n m e n t .  T h e  e x i s t i n g  
c l a i m s  on  t h e  U . S .  G o v e r n m e n t  h a v e ,  o f  c o u r s e ,  i n c r e a s e d  w i t h  
t h e  b a l a n c e - o f - p a y m e n t s  d e f i c i t  y e a r  b y  y e a r ,  s o  t h a t  o u r  t o t a l  U. S. 
G o v e r n m e n t  o b l i g a t i o n s  t o  f o r e i g n  h o l d e r s ,  p r i v a t e  a n d  c e n t r a l  
b a n k s ,  a r e  n o w  s t i l l  n o t  a g i g a n t i c  f i g u r e ,  b u t  t h e y  a r e  in  t h e  m a g -  
n i t u d e  of  a r o u n d  $1 6 b i l l i o n .  T h o s e  a r e  m a i n l y  t h e  h o l d i n g s  b y  
f o r e i g n  c e n t r a l  b a n k s  in  U . S .  T r e a s u r y  b i l l s  o r  c e r t i f i c a t e s .  

195, 

W h a t  h a s  h a p p e n e d  i s  t h a t  s o m e  of  t h e m  h a v e  e n o u g h  of  t h o s e .  
Y o u  s e e ,  t h e y  do  n o t  j u s t  h o l d  t h e m  in  b a n k  d e p o s i t s ;  t h e y  h o l d  t h e m  
in  U . S .  G o v e r n m e n t  o b l i g a t i o n s  e a r n i n g  i n t e r e s t ,  a n d  t h e y  h o l d  U. S. 
G o v e r n m e n t  o b l i g a t i o n s  b e c a u s e  t h e y  a r e  f r e e  of  c r e d i t  r i s k  a n d  
s a t i s f y  t h e i r  o w n  l o c a l  b a n k i n g  l a w s .  

W h e n  w e  o f f e r  t h i s  o t h e r  k i n d  of  o b l i g a t i o n ,  w h i c h ,  b y  t h e  w a y ,  
w e  o n l y  o f f e r  t o  g o v e r n m e n t s  and  c e n t r a l  b a n k s - - t o  r e s p o n s i b l e  
g o v e r n m e n t a l  e n t i t i e s ,  n o t  to  p r i v a t e  i n v e s t o r s - - t h e  t r a n s f e r  i s  
o n e  in  t h e  f o r m  t h a t  p r e s e r v e s  t h e m  a s  t h e  o w n e r  of  a d e b t  c l a i m ,  
a n d  h e l p s  p e r s u a d e  t h e m  n o t  to  b u y  g o l d  h e r e  i n s t e a d .  So, i t  i s  
n o t  a d d i n g ;  i t  i s  o t h e r  t h i n g s  t h a t  a r e  a d d i n g .  If t h e  A m e r i c a n  
p e o p l e  w a n t  to  b e  r e a l l y  w o r r i e d  a b o u t  h a v i n g  o u r  d e b t  h e l d  o u t s i d e  
t h e  c o u n t r y ,  t h e y  h a v e  to  a g r e e  t h a t  w e  h a v e  to  g e t  t h e  b a l a n c e - o f -  
p a y m e n t s  d e f i c i t  d o w n  to  z e r o ,  a n d  a v o i d  a d d i n g  to  t h e  d e f i c i t  in  
t h a t  w a y .  T h i s  i s  a w a y  o f  f i n a n c i n g  t h a t  i s  a l r e a d y  t h e r e .  

M a y b e  I s h o u l d  s a y  o n e  m o r e  t h i n g .  T h e r e  h a s  b e e n  t h i s  u n c o m -  
f o r t a b l e  f e e l i n g  t h a t  s i n c e  o u r  d e b t  i s  h e l d  i n t e r n a l l y  w e  o w e  i t  to  
o u r s e l v e s ,  e t  c e t e r a .  I t  i s  a n  o l d  w i v e s '  t a l e  t h a t ,  o f  c o u r s e ,  m a y  
b e  of  s o m e  c o m f o r t .  H o w e v e r ,  t h e  b a s i c  c o n s i d e r a t i o n s  I m e a n t  to  
i m p l y  in  m y  t a l k  a r e  t h a t  t h e  d e b t  c a n  b e  u s e d - - g i v e n  t h e  f a c t  t h a t  
i t  i s  t h e r e - - i t  c a n  b e  u s e d  in  s o m e  w a y s  to  h e l p  f u r t h e r  t h e  i n t e r e s t  
of  p u b l i c  p o l i c y ,  b u t  m a y  b e c o m e  a j u g g e r n a u t  t o o ,  i f  l e f t  ou t  o f  
c o n t r o l ;  a n d  i t  w o u l d  b e  no g r e a t  c o m f o r t ,  r e a l l y ,  t h a t  i t  i s  a l l  
i n t e r n a l l y  h e l d ,  i f  t h e  w h o l e  d e b t  s h o u l d  b e c o m e  v e r y  s h o r t - t e r m ,  
t h e  e q u i v a l e n t  o f  m o n e y  w e  c o u l d  g e n e r a t e  b e c o m i n g  a d i s t o r t i o n  of  
e x t r e m e  i n f l a t i o n s  in  t h e  h o m e  e c o n o m y - - e v e n  w i t h o u t  h a v i n g  a n y  
of  t h e  d e b t  h e l d  o u t s i d e  t h e  c o u n t r y .  

So,  y o u  r u n  l o t s  o f  r i s k s  in  h a v i n g  a l a r g e  d e b t .  W h a t  i t  m e a n s  
i s ,  g i v e n  t h e  r i s k ,  i t  h a s  t o  b e  m a n a g e d  a c c o r d i n g  to  s o m e  u n d e r -  
s t a n d a b l e  a n d  p u b l i c l y  a c c e p t a b l e  p r i n c i p l e s  s o  t h a t  i t  d o e s  n o t  
b e c o m e  a m e n a c e .  I h a v e  t r i e d  to  i n d i c a t e  h e r e  t h a t  we  h a v e  t a i -  
l o r e d  i t  i n  s u c h  a w a y  t h a t ,  g i v e n  i t s  e x i s t e n c e ,  i t  h a s  b e c o m e  a 
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u s e f u l  p a r t  o f  t h e  w h o l e  c r e d i t  m a r k e t ;  a n d  a s  t h e  m a r k e t s  n o w  

e x i s t ,  i f  t h e  F e d e r a l  d e b t  d i d  n o t  e x i s t  w e  w o u l d  h a v e  h a d  to i n v e n t  
i t  i n  o r d e r  to  h a v e  t h e  m a r k e t s  f u n c t i o n  in  t h i s  w a y .  T h a t  i s  n o t  
to  s a y  t h a t  a l l  d e b t  i s  g o o d ,  b u t  i t  i s  to  s a y  t h a t  i t  i s  o n e  o f  t h e  w a y s  
to  m i n i m i z e  t h e  r i s k s .  

QUESTION: Sir, there is great command pressure put by the 
Department of the Army on soldiers to buy savings bonds. Almost 
under coercion many soldiers buy them and 60 days later routinely 
cash them in. Does this sort of transaction do more harm than 
good, and if so, how much does it cost the Government each time? 

MR. ROOSA: The individual transaction, I suppose, does 
clearly involve a net cost to the Government; but we have in the 
aggregate a continued increase in the outstanding holdings, and 
the actual redemptions, taking--I do not know about the Army as 
such--but taking the public as a whole, actual redemptions of 
savings bonds are running at a much lower rate than last year, and 
lower than in most recent years. The actual rate of net sales on 
savings bonds--this is not only true for Government employees, 
but it is true for the public as a whole--is currently running at a 
high rate, and it is expected that 1963 will be the best savings 
bond year since 1956. 

T h e r e f o r e ,  w h e n  y o u  a d d  t h e m  a l l  t o g e t h e r ,  e v e n  t h o u g h  t h e s e  
p a r t i c u l a r  c a s e s  a r e  c l e a r l y  e x p e n s i v e ,  y o u  c a n n o t  p r e d i c t  w h i c h  
t h o s e  a r e  g o i n g  to  be ;  a n d  w h e n  t h e  a g g r e g a t e  i s  p u t  t o g e t h e r  w e  
h a v e  a v e r y  v i a b l e  p r o g r a m  w h i c h  i s  g i v i n g  u s  a n  i n c r e a s e  in  t h e  
h o l d i n g  of  o u t s t a n d i n g  d e b t ,  w h i c h  i s  c u r r e n t l y  r u n n i n g  a t  t h e  a n n u a l  
r a t e  o f  c l o s e  to  a b i l l i o n  d o l l a r s .  I t  r e a l l y  m e a n s  t h a t  d e b t  i s  b e i n g  
p l a c e d  in  t h e  h a n d s  of  p e o p l e  w h o  a r e  r e a l  s a v e r s ,  a n d  f o r  m a n y  i t  
g e t s  t h e m  i n t o  a s a v i n g s  h a b i t - - s o m e t h i n g  t h a t  w a s  t r u e  f o r  m e .  
W h e n  I g o t  o u t  of  t h e  A r m y  I k e p t  a l l  m y  s a v i n g s  b o n d s ,  a n d  w h e n  
I f i n a l l y  h a d  to  b u y  a h o u s e  I u s e d  t h e m .  T h e r e  i s  n o t h i n g  w r o n g  
w i t h  t h a t ;  t h e r e  i s  s o m e b o d y  w h o  i s  s a v i n g  a l l  t h e  t i m e .  

Q U E S T I O N :  Mr .  R o o s a ,  in  r e g a r d  to  t h e  f i r s t  q u e s t i o n  t h a t  
M r .  L e v i n s o n  a s k e d ,  r e f e r r a b l e  to  t h e  b o n d  i s s u e s  to  f o r e i g n  
g o v e r n m e n t s ,  I do  n o t  u n d e r s t a n d  h o w  w e  w i l l  a c c u m u l a t e  t h i s  
f o r e i g n  c u r r e n c y .  I c a n  u n d e r s t a n d  t h e  a c c u m u l a t i o n ;  t h a t  i s ,  t h e  
s p o n g i n g  up  of  t h e  d o l l a r s  t h r o u g h  t h i s  b o n d  i s s u e ,  b u t  h o w  w i l l  
w e  a c c u m u l a t e  t h e  f o r e i g n  c u r r e n c y ?  

MR.  R O O S A :  W e l l ,  o n  m a t u r i t y  i t  i s  a l w a y s  p o s s i b l e  t h a t  t h e y  
w i l l  b e  r e f u n d e d  in  t h e  s a m e  c u r r e n c y  a n d  r e m a i n  o u t s t a n d i n g  u n t i l  
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some time when it was to the interest of both parties, really, to 

have them paid off as part of a reduction in the debt outstanding. 

However, in the event that they are called for payment, the likely 

condition is going to be one in which the other central bank is in 
need of dollars; or at any rate, if it wishes to regard these as a 

sort of frozen internal part of its foreign reserves, it is denomi- 

nated in its own currency, in effect, to avoid exchange risk. 

If it is in a position where it wants payment, it is not likely 

to want its own currency; that it can always get at home. Its own 

currency is the assurance it has against a devaluation of the dollar; 
that' s all. 

So, the conditions under which it is likely to want payment are 

those when it will, in fact, say, "I know I have the right to be paid 

in my own currency, but I would prefer to be paid in dollars. In 

fact, if you will give me the dollars I will sell you my currency to 

use for repaying bonds. " The exchange will be a two-step one, in 
which in fact they will be paid in their own currency, and we will 

acquire the currency from the central bank for the purpose. Their 

central bank, in so doing, will then receive dollars which it wishes 
to have. 

QUESTION: In other words, then, this really reflects on the 
stability of the dollar. 

MR. ROOSA: It avoids instability of the dollar. 

QUESTION: Sir, o n  this same question, how does the interest 
come to be handled in this transaction? 

MR. ROOSA: Interest is calculated according to the precise 

maturity on yield curves as of noon on the day before the obligation 

is issued. We priced this at the noon market yesterday. We take 

a reading of the rate curve at exactly the maturity of the obligation. 
This one happened to be in Switzerland. This has not been announced 

yet, and I will not go into detail, but at any rate, Switzerland has a 
rate curve below ours. 

We w e n t  h a l f w a y  b e t w e e n  t h e  n o o n  m a r k e t  r e a d i n g  in  t h e i r  

m a r k e t  a n d  o u r s  y e s t e r d a y ,  a n d  w e  g a v e  t h e m  a r e a d i n g  h a l f w a y  
b e t w e e n .  So,  i t  i s  l e s s  t h a n  w e  w o u l d  h a v e  to  p a y  i f  w e  b o r r o w e d  
t h e  s a m e  a m o u n t  o n  o u r  o w n  m a r k e t ,  b u t  i t  i s  m o r e  t h a n  w e  w o u l d  
p a y  i f  w e  w e r e  p e r m i t t e d  to  b o r r o w  f r o m  t h e  S w i s s  m a r k e t .  T h e r e  
w e  g e t  a s o m e w h a t  l o w e r  r a t e  t h a n  w e  w o u l d  p a y  f o r  b o r r o w i n g  t h e  
s a m e  a m o u n t  o f  m o n e y  ,in t h e  U n i t e d  S t a t e s .  
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O t h e r  c o u n t r i e s  h a v e  a h i g h e r  r a t e  of  i n t e r e s t  t h a n  we ,  a n d  t h e n  
w e  p a y  t h e  U . S .  r a t e ;  w e  n e v e r  go a b o v e .  A s  r e g a r d s  G e r m a n y ,  f o r  
e x a m p l e ,  w e  j u s t  t a k e  t h e  r e a d i n g  of f  t h e  c u r v e  a s  of  o u r  own n o o n  
m a r k e t  t h e  d a y  b e f o r e  t h e  b o n d  is  i s s u e d .  

Q U E S T I O N :  Is  t h i s  g o i n g  to k e e p  i n c r e a s i n g  t h e  b a l a n c e - o f -  
p a y m e n t s  in  o r d e r  to p a y  m o r e  i n t e r e s t  on  t h e s e  t h i n g s  ? 

MR.  ROOSA:  We l l ,  s i n c e  we  a r e  o n l y  p a y i n g ,  a t  t h e  h i g h e s t ,  
t h e  r a t e  of  i n t e r e s t  on o u r  own  r a t e  c u r v e ,  a n d  s i n c e  t h e s e  o t h e r  
c o u n t r i e s  a l r e a d y  o w n  a U . S .  G o v e r n m e n t  o b l i g a t i o n  w h e n  t h e  
t r a n s a c t i o n  s t a r t s ,  o r  a t  l e a s t  a b a n k  d e p o s i t  in  t h i s  c o u n t r y ( i n c l u d -  
i n g  t i m e  d e p o s i t s  w h i c h  b e a r  r a t e s  up to  a r o u n d  3 . 5  p e r c e n t ) ,  t h e r e  
i s  no i n c r e a s e  in t h e  i n t e r e s t  r a t e .  

T h e  i n t e r e s t  i s ,  of  c o u r s e ,  p a y a b l e  in  t h e  o t h e r  c u r r e n c y  so  l o n g  
a s  the.  o b l i g a t i o n  i s  o u t s t a n d i n g .  So f a r  w e  h a v e  f o u n d  t h a t  w h e n  t h e  
i n t e r e s t  c o m e s  d u e  t h e y  a r e  no t  a l l  t h a t  a n x i o u s  to  h a v e  t h a t  l i t t l e  
a d d i t i o n  in  t h e i r  own c u r r e n c y .  T h e y  j u s t  s i m p l y  s e l l  us  t h e i r  c u r -  

r e n c y  d o l l a r  f o r  d o l l a r .  

Q U E S T I O N :  You i n d i c a t e d  t h e  r e a s o n s  f o r  t h e  g e n e r a l  e q u i l i b r i u m  
in  t h e  i n f l o w  and  o u t f l o w  of  s h o r t - t e r m  c a p i t a l  and  t h e  r e l u c t a n c e  to  
e n c o u r a g e  a f u r t h e r  i n f l o w  of  f o r e i g n  c a p i t a l .  W h y ?  

MR. ROOSA: T h i s  i s  o n e  of t h e  m a n y  a s p e c t s  w h i c h  y o u  h a v e  in  
y o u r  own  a r e a  too ,  of t h e  u n f o r t u n a t e  b u r d e n  of b e i n g  bo th  t h e  b i g g e s t  
a n d  t h e  l e a d e r .  A n y  o t h e r  c o u n t r y  t r y i n g  to  r e p a i r  a b a l a n c e - o f -  
p a y m e n t s  d e f i c i t  c a n  t h i n k  of  i t s e l f  a s  b e i n g  s m a l l  e n o u g h  no t  to u p s e t  
t h e  w h o l e  w o r l d  b y  t a k i n g  a c t i o n  t h a t  wi l l  b r i n g  in  a l i t t l e  m o n e y  f r o m  
h e r e ,  t h e r e ,  a n d  t h e  o t h e r  p l a c e ,  a n d  s o r t  of  c o v e r  up o r  o f f s e t  w h a t -  
e v e r  i t s  l o s s e s  h a v e  b e e n .  T h e  U. K. h a s  d o n e  t h i s  s e v e r a l  t i m e s  
d u r i n g  t h e  p o s t w a r  p e r i o d ,  and  no t  a l w a y s  w i t h o u t  s o m e  r e p e r c u s s i o n s  

o n  u S .  

H o w e v e r ,  on  o u r  s i d e ,  i f  we  w e r e  to  t a k e  a c t i o n  t h a t  w o u l d  b e  
s t r o n g  e n o u g h  to  a c t u a l l y  b e g i n  p u l l i n g  f u n d s  b a c k  in f r o m  o t h e r s ,  i t  

w o u l d  b e  j u s t  t h e  c a s e  of t h e  g i a n t  r o l l i n g  o v e r  in  bed ;  i t  w o u l d  u p s e t  
t h e s e  o t h e r  s m a l l e r  m a r k e t s  so  m u c h ,  t h a t  f r o m  t h e  p o i n t  of  v i e w  of  
o u r  r o l e  a s  b o t h  l e a d e r  a n d  s o r t  of  o v e r s e e r  of  t h e  w h o l e  w o r l d ' s  
m o n e t a r y  s y s t e m ,  w e  h a v e  to b e  c a r e f u l  n o t  to c r e a t e  a c r i s i s  in  

r e s o l v i n g  o u r  o w n  p r o b l e m ;  i t  h a s  to  b e  g r a d u a l .  
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N o w  we  a r e  in  a s i t u a t i o n  a t  t h e  m o m e n t  w h e r e  i t ' s  j u s t  n i p  a n d  

t u c k .  T h e  B e l g i a n s  r a i s e d  t h e i r  d i s c o u n t  r a t e  t h e  d a y  b e f o r e  y e s t e r -  
d a y .  I d o  n o t  k n o w  w h e t h e r  a n y b o d y  e l s e  k n e w  i t  o r  no t ,  bu t  t h e  
t h i n g  i s  t h a t  o u r  p u t t  h a d  r e a c h e d  t h e  s t a g e  w h e r e  we  w e r e  a b o u t  
r i g h t  f o r  t h e  U . K . ,  a b o u t  r i g h t  a g a i n s t  C a n a d a - - a s  n e a r  a s  we  w i l l  
e v e r  g e t - - a b o u t  r i g h t  f o r  G e r m a n y .  We a r e  c l e a r l y  w a y  a h e a d  of  
S w i t z e r l a n d .  B e l g i u m  h a d  t o  t a k e  r e t a l i a t o r y  a c t i o n  in  a s e n s e - -  
d e f e n s i v e  a c t i o n .  

If  we  d id  t r y  t o  r a i s e  o u r  s h o r t - t e r m  r a t e s  h e r e  a t  j u s t  t h i s  
m o m e n t ,  l e t  u s  s a y  j u s t  o n e - f o u r t h  of  1 p e r c e n t ,  t h e n  we  m i g h t  
f i n d  t h e  o t h e r s  f e e l i n g  t h a t  t h e r e  i s  a d i f f e r e n c e  in  t h e i r  s i t u a t i o n ;  
n o t  o n l y  a r e  t h e y  no  l o n g e r  g a i n i n g ,  b u t  i t  t u r n s  ou t  t h a t  t h e y  a r e  
c l e a r l y  l o s i n g .  W h e n  t h e s e  t h i n g s  t e n d  t o  s w i n g  t h e y  s o m e t i m e s  
o v e r s w i n g .  T h e r e  w o u l d  be  a f a i r l y  h e a v y  o u t f l o w ,  a n d  t h e n  t h e y  
w o u l d  t a k e  d e f e n s i v e  a c t i o n - - e a c h  o n e  of  t h e m  a l l  a r o u n d  t h e  p e r i m -  
e t e r - - w h i c h  w o u l d  r e a l l y  m i n i m i z e  in  t h e  e n d  o u r  n e t  g a i n ,  a n d  
w o u l d  c a u s e  c o n f u s i o n  in t h e  w o r l d  m o n e y  m a r k e t s .  

So,  b e c a u s e  we  a r e  s o  b i g  w e  h a v e  t o  t a k e  a r e s p o n s i b l e  a t t i -  
t u d e  t o w a r d  t h e  e f f e c t  we  h a v e  on  o t h e r s .  T h i s  d o e s  n o t  m e a n ,  b y  
t h e  w a y ,  t h a t  we a r e  n o t  g a i n i n g  g r e a t l y ,  b e c a u s e  t h e  b i g  i t e m s  in  
o u r  b a l a n c e - o f - p a y m e n t s  w h e r e  t h e  l o s s e s  w e r e  i n c r e a s i n g  t h i s  y e a r  
w e r e  s h o r t - t e r m  o u t f l o w  a n d  t o n g - t e r m  c a p i t a l  o u t f l o w .  A n d  t h i s  
i n c r e a s e  a g g r e g a t e d  a t  a n  a n n u a l  r a t e  b e t w e e n  t h e  t w o  of  t h e m  of  
o v e r  $ 2 - 1 / 2  m i l l i o n - - a l m o s t  $3 m i l l i o n  in  t he  s e c o n d  q u a r t e r  of  

t h e  y e a r - - a n d  t h a t  h a s  b e e n  c u t  to  n o t h i n g .  So,  we  a r e  g a i n i n g  on  i t .  

CAPTAIN McCUSKEY: Doctor Roosa, we have extended our 
question period a little longer than normally, and I st i l l  see so many 
of us who would like to get a little more information from you. I 
know you have got to get back to your job, and we are grateful for a 
most  beneficial morning. 
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