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WASHINGTON—The United States
Treasury, the world’s greatest bor-
rower, has just had its hair curled
by the bankers. The experience has
so shaken Treasury officials that to-
day they are reluctant to speak of it.

Without any question, the crisis at
the Treasury is the most important
story in Washington. It lacks per-
sonalities and its drama may be ob-
vious only to the financial fraternity.
Yet it will have a profound effect on
everybody who owns a dollar or hopes
to get one. The credit of the United
States is clearly at stake.

Last week the Treasury sought to
refund more than $4 billion in short
ferm 1% per cent notes. In exchange,
it 'oIIereé holders a choice of 11-
month notes bearing 3% per cent in-

Oor notes maturing in four
years and 10 months bearing 3% per
cent interest.

l The interest offered was the high-

est on a Treasury security since the

oliday 23 years - What hap-
pened to that offering was of immense
importance, since in the next 12
months no less than  $75 billion in
short-term Treasury notes will come
due and must be refinanced.

The Treasury, which ordinarily
would reveal promptly the results of
its offer, will say only that it suf-
fered some ‘‘attrition.” What this
means is that some of the holders of
the old notes decided not to accept
either of the new Treasury issues but
to demand cash instead.

It is suggested in financial circles
that perhaps the holders of $1 billion
in the maturing notes have requested
cash redemption. If so, the issue was
a failure, even at the greatly in-
creased interest rate offered as a
lure to buyers.

Another mark of failure would be
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.higher, as they seem, in fact, to be

a preference on the part of investors
for the 10-month notes instead of the
Tnotes of longer term, It appears like-
y that this is what happened. If
the Treasury has failed to persuade
investors to accept notes of approxi-
mately five years’ duration, it is high-
ly unlikely that it could now sell
bonds maturing in 10, 15 or 20 years,
which it would certainly like to do.

What this means is that banks and
financial institutions are now virtual-
ly the only source of Treasury funds
except for purchases of bonds for the
Social Security System which the gov-
ernment buys from itself. By with-
holding support from Treasury offer-
ings such as was made last week,
bankers can drive the interest ever

doing.

ere are rumors that the Treas-
ry went into the market to support
he price of the 1% per cent notes
uring the redemption period. If so,
his was a last-ditch tactic. The Fed-
ral Reserve System denies that it
as responsible for the support buy-
ng which was obviously taking place.
The 1% per cent notes were selling
at a discount a week prior to their
maturity. The 11-month, 3% per cent
issue offered in exchange is already
selling at a discount on a when 15—
sued basis.

The Federal Reserve System, in as-
serting its independence of the Treas-
ury, now stands aside and allows the
prices of government bonds to go
where the market will take them.
Ours is probably the only Treasury
in the world which does not have the
support of its central banking system.

The Treasury now finds itself in the
position of allowing the banks to set
its rates, of being unable to sell long-
_};}’tr_nrlp_a@r_twﬂfdw_br_eakmw&mar-

_v%,_o_f_f"_u_i@_ﬂl&lmd& at a time
€

n 1t must perform a refinancing

job of almost incredible size. Robert

Anderson, who is slated to succeed
“Treasury Secretary George M. Hum-
phrey, faces a task of almost super-
human complexity.
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Dog Rescued
WILMINGTON, May 10 — The
city street department succeed-

ed this morning in freeing a dog |
which had been trapped in a |

storm sewer line at 13th and
Dawson streets for the past three
days.

An attempt yesterday to resuce
the animal had failed although
his barks could be heard near
the storm drain openings.

Assisting the street department
this morning was the dog’s mas-
ter. The boy was lowered into
the sewer and managed to get
the dog. Both were raised to the
surface.

Dyx: Thomas,

John Newton
dean of the Graduate School

at Union Theological Sem-
inary, Richmond, Va., who
will be the speaker Monday
night at 6:45 o’clock at West-
minster Presbyterian Church
when the Men’s Dinner Meet-
ing will be held. Dr. Thomas
is a native of Virginia.
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18D. ECONOMIC REPORT OF THE PRESIDENT TRANSMITTED
y TO THE CONGRESS, JANUARY 23, 1957. The report is
presented in four chapters. Chapter 1, Opportunity and responsibility
in a free economy; chapter 2, Economic growth and improvement,

1953-56; chapter 3, Economic developments in 1956; and chapter 4,
Extending and broadening economic progress. 1957. 200 p. 118
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| port, export, and surplus removal, and applicable appropriations. 1957.

275 p:
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3D. DO TRADING STAMPS AFFECT FOOD COSTS? Presents

information relating to expansion and extent of use of trading
stamps, plan of operation and influence on patronage, and costs and
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For my class, I drew 3 circle s, reprcsenting output of different
industries: ag, mfr., retail. Let them all zrow together, no
change of relative prices. But let them grow dispppop., the growers
lose prices. And let one of them stop, the others are hurt.
Depression comes when one of them starts to shrink. The bi
shrinkers are the capital intensive production -- not that which
uses existing capital, but that which creates capital goods --
houses, utilities, etc. But this is too simply -- in barter
terms, depression comes because supply of houses etc. coming on
mkt. falls. But it happens, rather, on money end: the money
whichr producrs of cap. goods would have spent falls. Banks
ruined. Disorganization. Barriers to entering other industries.
That 1s depression. //
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