
Notes and Brief Reports 
Trust Fund Operations, 1961” 

The Treasury I)epartment, mnnages, in whole 
or in part, a number of (;overnment trust funds. 
The social insurance and related trust funds ac- 
count for the major portion of the assets of these 
trust, funds. The group includes the old-age and 
survivors insurance trust fund, the disabilit,y 
insurance trust fund, the unemployment trust 
fund, the r;lilroad retirement account, the civil- 
service retirement) and disability funcl, nncl the 
three veterans’ life insurance funds. 

OLD-AGE AND SURVIVORS 

INSURANCE TRUST FUND 

The financial operations of the old-age, sur- 
vivors, and disabilit,y insurance program are 
carried on through the Federal old-age and 
survivors insurance trust fund and the Federal 
disability insurance trust fund. 

By permanent appropriation, amounts eqniva- 
lent, to 100 percent of current collections under 
the Federal Insurance Contribut,ions Act (for 
covered employees) and under the Internal 
Revenue Code (for covered self-employed per- 
sons) are transferred to the trust funds on t,lle 
basis of estimates made by the Secretary of the 
Treasury. Any difl’erences between these est i- 
mates and the contributions actually payable on 
the basis of reported earnings are adjusted 
periodically. Contributions under voluntary 
agreements with States for the coverage of State 
and loc%l government. employees are deposited 
in the trust funds as they are received. 

Income-Outgo 

Tax rates for the olcl-age and survivors in- 
surance part of the program remained the same 
in 1961 as they were in 1960: 51/z percent for 
employees and employers combined and 4l/* per- 
cent for the self-employed. The 1961 taxable 
earnings base of $4,800 has been in effect since 
January 1, 1959. 

* Preparetl by Sophie R. Dales, Division of Program 
Research, Office of the Commissioner. 

Contribution income in 1961 wns only slightly 
(less than 4 percent) higher thin in 1960, in 
contrast to the Z-percent increase from 1959 to 
1960 that accompanied the tax-rate increases of 
1960. With the tax rate, w-age base, and statutory 
coverage remaining unchanged in 1961, the in- 
crease in net contributions may be attributed to 
higher employment in 1961 than in 1960. Appro- 
priations of tax collections are made by t.he 
Treasury Department on an estimated basis and 
subsequently adjusted; the amount received in 
the trust fwd in a given year is therefore nd- 
justed by the amount of the correction during 
that year of past under- or over-appropriations 
of contributions. Income, disbursements, and 
total assets of the trust, fund for 1960 and 1961 
appear in table 1. 

In 1961, earnings of the invested assets of the 
trust, fund inweased 6 percent. The total of $546 
million includes $3 million earned in noncash 
form as amortization of discount on public issues 
ncquired in the open market. 

TABLE I.-Operations of the old-age and survivors insurance 
trust fund, ralcndnr years 1960 and 1961 

[In thousimds] 

Item 1961 

Total wets, Jnnuary I....... -..~ ._.........._.... $20,324,499 

Receiots. calendar war: 
Cckributions: - 

Appropriations (taxes) . . . . .._...... . .._.. -. 
Deposits arising from State agreements.. 

Gross contributions .._. .._... -_..- .._.... 
Less payments to Treasury for taxes subject 

torcfunds....~..~....................~. 
Ket contributions...~~.~..~ -...-.-...I 

Intcrcst zmd profit: 
On investments.............-.-........-.... 
On administrative cxpenscs reimbursed 

from DI trust fund.- . . . . . . . .._.... 
Gross interest received.-..-.----........-~ 

Less interest t,ranslcrred to railroad retire- I 
ment account...l......_.._. ... .._._ ..... 

Net interest rcceived~~....-.....~ ......... 

10,589,087 
782,104 

11,371,191 

86,240 
11,284,951 

545,847 

2,205 
548,052 

9,534 
538,518 

Total net receipts . . . . . . . . . . . . . . . . . . ~.__ 11.823,469 

Disbursements, calendar year: 
Benefit payments ..___ -- ..___. -.- . . . ..__... -.- 
Payments to railroad retirement nccount 

under the financial interchange.. .._...... 
Total benefit payments and transfers with 

respect to benefits . . . . .._. . . .._.. 
Administrative expanses: 

Depnrtmcnt of Health, Education, and 
Welfitrc... . . . . _... -_... -..- ._......... 

Treasury Department.. ..- . . . . . . . . . . . ~.~. 
Construction of hcadquartcrs building for 

Burcan of Old-Age snd Survivors 
InsUranCC.~...~....... . . . . . . . . . . . . 

Gross administrwtive c.xpensrs.. ~. .-~. .- 
Lessreceiptsforsale ofservices,ctc...-~..~~~ 
Less reimburscmcnt of administmtivc ex- 

pcnses from DI trust fund ._.......... -. 
Net ndministrativc expenses.. -~...-. 

10,208.596 
737,139 

10,945,734 

79,440 
10,866,294 

514,868 

877 
515,744 

9,889 
505,855 

11,372,150 
__- 

I- 

d= 
11,861,589 10,676,628 

322,200 308,500 

12,183,789 10,985,128 

254,600 192,380 
42,338 38,973 

2,309 5,250 
299,247 236,603 

106 138 

60,273 33,176 
238,868 203.289 

Total net disbursemcnk . .._. . . . . . . . . . 
(-I- 

12 422 658 

Net addition to trust fund .__.......__. . . . . . .._ -599,189 
-__ 

Total assets, December 31.. _ . . . . . . . . . . . _... -_.- 19,725,311 

1960 

b20,140,766 

11,188,417 
-~- 

183,733 
-- 
20,324,499 
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Two offsetting transfers of interfund interest 
had the net effect of reducing the trust fund’s 
total interest and profit in 1961 by $8 million: 
(1) $10 million transferred with the payment to 
the railroad retirement account, under the finan- 
cial interchange provision in the Railroad Retire- 
ment Act and (2) $2 million received from the 
disability insurance trust fund with reimbursed 
administrat.ive expenses. Total receipts in 1961 
were $11,823 million, 4 percent, more than in 1960. 

TABLE 2.-Investments- of the social security trust funds, 
by type and earnings, end of December, 1960 and 1961 

[In millions] 

Publicissucs I_..-.- . .._. -...- ._.. 3,328 
Treasury bonds .._.._ _. ._._.... 3,275 

Marketable . . . .._ -__-...--_.. 2,210 
2~porcent.. _.._ --- ._.._ -.. ..~.._. 
2~ppercont..--.- .._. -.- ._.. 301 
2% percent..... ._._... ._.. 206 
z~percent.. _.__ -.- .._._... _..__ 
3 percent..-.-.-.-.--.-.--.. 110 
3x percent ._..__ -_-- _.._ -_., 
3% ------- 

ssl 

Total portfolio I...... . . . . .._ 

3,347 87 88 1,116 1,092 
2,895 ::: 56 1,075 1,022 
1,830 56 330 276 

4 . .._._ -..-._ . . . . . . 
iii 18 2 -_._.- 18 10 71 10 :: 

2. . . . . . .- . .._ 
.- 

2 
:R 
57 

sxrcent ..__.__.._ -_--_.-I 341-...... I lOl.....~/ 141...... 

yerceu..~...... __... --. 

portent.. _.._ _... -...-.I 
4 . ..-.._‘._.... ..- . ..I.. -._. . ..-_. 

1.3101 3431 111 2 196 146 

1960 1961 1960 1961 1960 
-____---__- 

,.. 
3~pperceIlt ..__ .^.__ -_- .__. 
3% percent...---..--...---. 
4 percent..~...~...~....~... 
4% percent- _... ___...__. -. 

Nonmwketable. .___. _.... -_ 
2Npercerl.. ..__.._...._ -. 

Treasuw notes .._..._... -- .__. 
2% p&cent _.__ -.-._.-- . .._. -.I- . .._.. 30 ..~._. lo’...-.. 
3% percent.........-...--.-.- ._.._._ .._-_._ . ..-_- ._.-._ _-.-._ :i 
3~Percent.......-..-...-.-.- _-..._- 176 ._.__. . . . .._ . . . . . . 5 
3%percent _._.. -_.__- . . . .._._ ._.._.. 20 _...__ 7 
4 percent..-....---..--..----. -.--__. 144 -_.._- 5...?6 :i 
4% percent _._.._. -_..-- ._._._ 
47% Percent... -...------.-I 

38 48 _. _. _ _. _ 10 -..... 
15 15 5, b,.----- ...~~~ 

I ” .  

25 25 
xnium and 

5 percent ___-...__ 
Net unamortized pn 

discount 1. ____.__ __._._--__-- 
Accrued interest pu rchasod.... 

Public-debt obligatio ns (special 
issues)...--.- .._. ~~ ~~...~~ 

Treasury bonds... . .._ . . ..__._ 
2% percent ._.. .._... . . .._.. 
2% percent . . .._. -.- .._...._ ~./ 

14;372 
4,560 
8.572 
1,240 

436 
100 
336, 

3% percent . . .._. . . . . . . .._.. 
Treasury notes-.... . . . . . . .._.. 

2% pe;cent..-.-.......-...--. 
2% percent................... 
3% percent . ..__..._. -_..- .__. 

Treasury certificates of indnht- 
edness.. _-_.. 

_ “- -.--“-” 
_-...._.._.. I 2681 133, 2321 4,707l 5,547 

4 percent.......-....-........ 

1 Represents book wlue, including “net unamortized premium zmd 
discount,” which refers to investments acquired above or below par values 
in open-market operations. “ Premium” is the excess of the price paid in 
the open market over par value; “discount” is the amount by which the 
price is less thnn par value. The Treasury Department smortizes this 
positive or negative difference over the remaining life of the obligations. At 
:my given time, the “net unamortized” figure represents a subtraction of the 
amount rcmeining to be written off between that time and maturity on 
issues bought at a premium from the amount still to be “written on” for 
issues bought at a discount. 

2 Less than $500,000. 
Source: Daily Stalement o/the U.S. Treaswy and unpuhlished Trcesury 

releases. 
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Benefits paid under the old-age and survivors 
insurance program rose 11 percent, in 1961 to a 
total of $11,862 million. Under the financial 
interchange, a payment of $322 million pertain- 
ing to the fiscal year 1959-60 was made from the 
trust fund to the railroad retirement account to 
place the fund in the same position in which it 
would have been had railroad employment 
always been covered employment for old-age and 
survivors insurance purposes. The comparable 
payment in 1960 was $308 million. 

A 26-percent rise in gross administrative ex- 
penses paid from the old-age and survivors in- 
surance trust fund in 1961 brought the total to 
$299 million. The largest part of the increase 
is attributable to salaries and expenses of the 
Bureau of Old-Age and Survivors Insurance, 
which rose 32 percent to $252 million. This rise 
in expenditure is compensated in part by an in- 
crease of more than 80 percent in the reimburse- 
ment from the disability insurance trust fund 
for expenses incurred for disability insurance 
operations. The net administrative expenses paid 
from the old-age and survivors insurance trust 
fund therefore amounted to $239 million, 18 per- 
cent more than in 1960. 

Assets of the trust fund at t,he close of 1961 
totaled $19,725 million, reflecting a 3-percent de- 
crease during the year from the starting balance 
of $20,324 million. Of the year-end assets, $18,404 
million (book value) was invested in United 
States Government securities (table 2), and the 
remainder was held in cash balances. 

Investments and Interest Rate 

The entire decrease in total assets of the trust 
fund occurred in the invested asset,s port’folio; 
the cash balance of $1.3 billion at t’he year’s end 
was 10 percent higher than at the beginning. The 
portfolio itself totaled $18,430 million (face 
value) compared with $19,134 million a year 
earlier. Since June 1957, when the fund’s invested 
assets were at an all-time high of $22,263 million, 
investments have clropped steadily-with occa- 
sional interruption fox a month or t\vo-to the 
present low. During 1961 the highest point the 
inr-estments reached was $19,791 million in 
AIlgUSt. 

,111 the decline occurred in the fund’s holdings 
of special public-debt obligations. As shown in 
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table 2, the total amount invested in public issues 
(face value, excluding net unamortized premium 
and discount) remained approximately the same 
at the end of the year as at its start, although the 
character of these holdings changed considerably. 
The special-issue sector, which constitut,ed 82 per- 
cent of the portfolio at the end of both 1961 and 
1960, decreased by more than $705 million or 4 
percent during 1961. 

Table 3 shows total investments of the old-age 
and survivors insurance trust fund at the end of 
each year since its inception, toget,her with the 
computed average interest rate of the whole port- 
folio. The face value of the public-issue holdings 
has been used for purposes of comparison with 
the public debt and also because the average 
interest rate is computed from the face value and 
the coupon rate of the securities. 

The formula for the interest rate on special 
public-debt obligations issued exclusively to the 
old-age and survivors insurance and t,he disability 
insurance trust funds was changed by Congress 
in t,he 1960 amendments to the Social Security 
Act to place the funds more nearly on a parity 

with other investors in Government securities. 
The new -formula provides for an interest rate 
“equal to the average market yield (computed by 
t,he Managing Trustee-the Secretary of the 
Treasury-on the basis of market quotations as 
of the end of the c.alendar month next preceding 
the dat.e of such issue) on all marketable interest- 
bearing obligations of the United Stat,es . . . 
which are not due or callable until after t,he 
expiration of four years from the end of such 
calendar month.” The interest rate is rounded, as 
before, to the nearest l/s of 1 percent. Maturities 
continue to be fixed under the 1956 amendments 
“with due regard for the needs of the Trust 
Funds”-the statutory authority for spreading 
the maturities of t.he special public-debt obliga- 
tions over the 15-year period they now cover. 

When the new interest-rate formula was first 
applied, in October 1960, it immediately raised 
the rate on newly acquired special obligations 
from the es/, percent effective in September to 
35/s percent. In t.he 14 months from November 
1960 to the end of 1961 the new formula has 
produced rates ranging from 336 percent through 

TABLE 3.-Social security trust funds and interest-bearing public debt: 
(percent) 1 at end of specified periods, 1936-61 

Total investments and computed average interest rate 

[Amounts in millions] 

Interest-bearing 
DubliC debt 

At end of- 

Amount 

-- 

1936.-.-.---..----..-.-----.-.- 
1937--.--.-----.....----.------ %E 
1938---....----.-..-.-.-------- 381899 
1939--~.~~.-~~-.~-~~~..-..~.-.. 
1940.~~.~~~~..~...~~.~~~..~.~.. 

41:445 
44,458 

1941---.-..----...--.---------- 57,451 
1842~~~....~.......~.~~.~~...~. 
1943------.---.--.------..----- 

107,308 
164,508 

1944.---.-.---.-..-..-..------- 228.891 
1945-_.-...-..---.-..--.-..-.-- 275,694 
1946----.-.--........----.----- 257,649 
1947--.----.--.--.----.-------- 254,205 
1948.-.--..--.-..-.....-.---.-- 250,579 
1949--.---.---...-.-.---..-.-.- 255,019 
1950..----.--.-..---.--------.- 254,283 
1951..-.-..-..-.-..--..-------- 257,070 
1952----.-.--.-..---.--.-.-.-.. 265,293 
1953~.~~~~.~..---.~-~~.~~~~~~~~ 272,881 
1954 ._._-.-____._.._..-. ----.-- 275.731 
1955----..--.----..-.--.--....- 277,799 
1956.-.~~~..~~-.~-.~-~~~~~~-~.~ 274,219 
1957.--.-..-..-.--..--.-------- 272,874 
1958--.-.---..-.-....------.-.- 280,839 
1959~_-~~.-.~~-~~-~~.~~~~-~.~-~ 287,704 
1960~~~~.~~~.--..~-.~~.~~~~~~-~ 286,820 
1861: 

June _---______.._...._ -- .____ 285,672 
December.-----.--..--.-.-.- 292,689 

-L 

Average 
Merest rat’ 

2.570 $64 0.2 
2.568 1,138 3.1 
2.586 1,926 5.0 
2.598 2,944 7.1 
2.566 3,962 8.9 
2.409 5.468 9.5 
2.059 7,342 6.8 
1.956 9.874 6.0 
1.919 12,546 5.5 
1.965 14,562 5.3 
2.057 15,643 6.1 
2.144 17,363 6.8 
2.216 19.044 7.6 
2.208 19,417 7.6 
2.209 20,963 8.2 
2.308 23,438 9.1 
2.353 25,977 9.8 
1.414 27,832 10.2 
2.291 28,598 10.4 
2.490 29,853 10.7 
2.671 30,890 11.3 
2.889 31,276 11.5 
2.689 29.390 10.5 
3.300 27,830 9.7 
3.137 27,954 9.7 

3.072 27,659 9.7 
3.135 26,581 9.1 

Total Percent of 
amount wblic deb 

Social security trust fund investment portfolio (face value) 2 

t- 

_- 

- 

_____ 
Old-age and survivors Disability insurance Unemployment 
insurance trust fund trust fund trust fund 

Amount 

___._. .._. 
FE 

1,435 
2,016 
2,736 
3,655 
4.779 
5,967 
7,054 
8,079 
9,262 

10,459 
11,722 
13,325 
15,012 
16,956 
18,288 
19,860 
21,101 
21,830 
21,566 
20,956 
19,159 
19,134 

19,553 
18,430 

2.20 __._____._-. -_._._._-... 
I I 2.14 .___....__._ ________._._ 

2.04 .__.____.___ .__- _... --__ 
2.09 __.. -_- ___.. -___.___._.. 
2.20 -_ _.____. -__ ._ ._...._ -_. 
2.20 ._...._.-_.. ________-__. 
2.19 __ ._._. __._ ._-- . . ..__._ 
2.20 -_____._____ __._-_.____. 
2.30 __ ._..__ -_-_ ___._.__._.. 
2.41 __._.__-__.. ..-.-___._.. 
2.29 .__.__ -_-___ __- _._.____. 
2.31 __...._.._.- . . .._.__._-. 

--- 

$64 2.50 
625 2.50 

1,064 2.50 
1,509 2.50 
1,945 2.50 
2.732 2.49 
3,687 2.24 
5,095 1.89 
6,579 1.91 
7,508 1.93 
7.564 1.94 
8,101 2.05 
8,495 2.16 
7.695 2.16 
7,638 2.16 
8,426 2.18 
9,022 2.30 
9,544 2.41 
8,739 2.30 
8,753 2.31 
9,060 2.53 
9,097 2.66 
7,114 2.65 
6,878 2.79 
6,639 3.20 

5,726 2.99 
5,827 3.00 

Average 
lterest rate 

1 Beginning Dec. 31, 1958, the computed average interest rates on the 
public debt as reported in the Daily Statement of the U.S. Treasury are based 
on the rate of effective yield for issues sold at premiums or discounts. Before 
that date the computed rate was based on the coupon rates of the securities. 
The computed rates for the social security trust funds are based on coupon 

rates of all securities composing the portfolio. 
2 Includes public and special Government obligations. 
Source: Daily Statement of the U.S. Treasury and other Treasury Depart- 

ment releases. 
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4 percent. The June 1961 “rollover” of matured 
securities was at, 3sA percent. 

Although the special public-debt obligations 
constitute more than four-fifths of the total port- 
folio and their interest, rates under the new, 
current-yield fo~xula are far higher than they 
had been, the average interest rate 011 the entire 
portfolio has shown only a fract ioiinl increase. 
The reason is, of course, that the new formula 
applies only to new investments. The greatest 
part of the special obligations has been frozen by 
maturit,ies of up to 15 years it the lower rates 
prevailing before October 1960 under the formula 
based 011 the cou1~01I rate of the long-term (more 
than 5 years) market’able public debt. 

For the first time, however, at the ,Juue 1961 
“rollover” of maturing special obligations, some 
of these lower-interest-rate special obligations 
not maturing at that time were redeemed and 
immediately reinvested at the higher interest, rate 
afforded by the new formula. Altogether, obliga- 
tions totaling $636 million were redeemed--$53 
million out of an original $465 million issue of 
21/&percent special Treasury notes of 1963 and a 

TABLE 4.-Operations of the disability 
calendar years 1960 and 1961 

insurance trust fund, 

[I” thousands] 

Itom 1961 
--~ 

Total assets, January I..-.- . . . . . . . . . . . . . . . . ..__--. $2.288,839 
___~ -__- 

Receipts, calendar year: 
Contributions and transfers: 

Appropriations (taxes) . . .._...._..._..... --. 
Deposits arising from State agreements.. _ 

976,743 
70,777 

Gross contributions.. . . . . . . .._._.______. -. 
Less payments to Treasury for taxes subject 

1,047.520 

torofund........~...................~.~ 
Not contributions .._._.____ -_--- 

9,500 
1,038,020 

Plus transfers from railroad retirement 
account under the Anancial interchange. . . . . . . . . . . 

Net insurance contributions and transfers. 
Interest and profit: 

1.038,020 

On investments..... . . . . . . . . . .._...____...-. 67,933 
On transfer from railroad retirement account. -. ~. 

Orossintorost reeeivod....-.....-...-....- 
Less interest transferred to OASI trust fund 

67,933 

with administrative expenses.. . . . . . . . . . 
Loss interest transferred to railroad retire- 

2,205 

mo”taccou”t..~....-.............-...~. 148 
Net interest recoivod........~............. 65,581 

Totalnctrecoipts....................~.. 1,103,600 

Disbursements, calendar year: 
Benefit payments .._._.__. -..- -... I=-== 

Payments to railroad retirement account 
887,137 

under the financial interchange. .-. 
Total benefit Davmonts and transfers with 

5,000 

_- 

I= 

respect to bo&Ets.. . . . . -... 
Administrative expenses: 

Department of Health, Education, and 
Welfare.....-..-.--.-....-.-..-...-..... 

Treasury Department.. .._.. ~- -... 
Tota: administrative expenses-. . . . .._ -_.. 

892,137 

60,273 
3,413 

63,686 

Total disbursomonts.....~..~.~ 

Not addition to trust fund . .._......... . .._ -_-_ 

955,822 

147.775 1 I 

604,396 
P 

463,632 
__-- 

2,288,839 Total assets, Decombor31..........---.-......... 2,436,615 
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1960 
-__- 

$1,825,206 
~~-~ 

949,556 
70,120 

1,019,676 

9,750 
1,009,926 

4,700 
1,014,626 

54,128 
151 

54,279 

877 

53,403 

1,068.028 
__- 

568,16i 

568,167 

33,176 
3,052 

36,229 

total of $583 million in special 21$‘$ and 236- 
percent Treasury bonds maturing from 1964 
through 1974. The proceeds, plus an additional 
$21 million, were invested in new 19’75 and 19’76 
special bonds bearing interest at 3:$& percent. 
These transactions left, the special-oblighon 
sector of the portfolio with $lG,200 million 
divided into 15 equal SUMS of $1,080 million, 
maturing annually from ,June 30, 1962, through 
1976. The sector was divided, according to 
iiiterest rate, as follows: 34 percent at a 2yZ- 
percent rate, 56 percent at a 25$-percent rate, and 
10 percent at a 33/-percent rate. 

DISABILITY INSURANCE TRUST FUND 

The 1956 amendments established the disability 
insurance trust fund. The fulld, which was 
activated as of qJanuary 1, 1957, has received 
contributions from the begiuning at the rate of 
1/! of 1 percent. of payroll each from employers 
and employees and of 3/8 of 1 percent from the 
self-employed. The first disability benefits were 
paid in August 1957. 

Income-Outgo 

In 1961 the gross income of the trust fund was 
$1,048 million, and net contributions were $1,038 
million, or 2 percent more than in the preceding 
year. Refunds for tax overpayment> were $10 
million iii each year. The financial interchange 
with the railroad retirementj account resulted in 
a payment to the disability trust fund from the 
account of $5 million in 1960. In 1961 the pay- 
ment went in the other direction: $5 million was 
paid to the account from the disabilit,y trust 
fund. This loss of income was more than com- 
pensated for, however, by a 23-percent increase 
(to $66 million) in net interest received during 
the year. Total net receipts of $1,104 million 
were therefore 3 percent larger tl&i 1960 receipts. 
Details of the trust fund’s financial operations 
in 1960 and 1961 are shown in table 4. 

In this fourt’ll full year of operation, disability 
benefit payments rose to $887 million, 56 percent 
higher than in 1960. The increase is t.he result of 
the 1960 amendments making benefits payable to 
disabled workers mlder age 50 and their 
dependents. 



Administrative expenses reimbursed to the 
old-age and survivors insurance trust fuud iii 
1961 totaled $60 million or 82 percent more than 
in 1960. In both years the reimbursement referred 
to expenses incurred in the immediately preced- 
ing fiscal year. 13 y coml~iirisoi~, the $46 million 
reimbursed in 1959 related to exlwises for the 2 
fiscal years 1957-58 and 1958-59. The payments 
represent expenses incurred in the I>epartmeiit of 
Health, Education, and Welfare. Treasury De- 
partment expenses iii connectioii with disability 
insurance, which have tot aled about $3 million a 
year, are transferred from the trust, f~mcl to 
general funds as incurred. 

Benefit payments ancl administrative costs 
together amounted to $951 million, or 57 percent 
more than expenditures for the same purposes in 
1960. When the $5 million transferred to the 
rGlroad retirement account under the financial 
iiitercl~ange is included, expenditures totalecl $956 
million or 58 percent more than in the preceding 
year. 

Since total receipts advancecl only $36 niillion 
iii 1961 while total expendit~nres iucreased $351 
million, the net addition to the trust fund for the 
year amounted to only $148 million-a decrease 
of 68 percent from tllr 1960 amount. Total assets 
at, the end of 1961 were $?,W7 million. The fund 
has grown steadily since its inception, altliough 
at a decreasing rate. In 1961, total assets in- 
creased 6 percent and in 1960, 25 percent. In both 
years, 95 percent of the total assets was in invest- 
ments and 5 percent was ill cash. 

Investments and Interest Rate 

There was a t-percent increase iii the portfolio 
of the disabi1it.y insurance trust, fund during 1961 
(table 2). The ratio of public-issue holdings to 
special public-debt obligations has decrensecl 
slightly; in 1961 it. was 1 to 26, with $87 million 
invested iii lmblic issues and $2,237 million iii 
special issues, compared with 1 to 24 in 1960 and 
1 to 23 iii 1959. Among the special obligations 
the tendency cant hues to increase the proportion 
invested in the longest-term issues. During 1961 
the shortest-term certificates of indebtedness de- 
creased from 11 percent of all special public-debt 
obligations to 5 percent, and the medium- 
maturity special notes dropped from 18 percent 
to 15 percent of all special issues. The nmouiit of 

the difference was absorbed in the longest-term 
special bonds, which increased from 70 percent to 
80 percent of all special public-debt obligations 
held at, the end of the year. 

The same statutory provisions that govern the 
old-age and survivors insurance trust fund con- 
trol the interest rate on special obligations issued 
to the disabilit,y insurance trust funcl. At the end 
of 1960, shortly after the current-yield formula 
became effective, the disability insurance trust. 
fund still held 2%-percent. certificates of in- 
debtedness acquired under the coupon-rate 
formula, as well as certificates bearing interest 
at 336 percent, 33/A percent, aiicl 4 percent. The 
23&percent certificates were “used up” (that is, 
redeemed for benefit payments) in January. This 
procedure continued throughout. the year : the 
cash for operation was obtained from the lowest- 
rate certificates and incoming money went into 
higher-rate certificates as the current-yield for- 
mula indicated. The June 1961 “rollover” was 
accoml~lisl~ecl at 3vi-percent interest, which be- 
came the low rate in Juls and disappeared in 
August. 13~ the end of the year even the 37/s- 
percent certificates that datetl from July had all 
disappeared and only the 4-percent certificates 
that dated from September remained. 

In contrast to the redemption and reinvestment 
of part of the iioiimaturiiig longer-term issues of 
the olcl-age and survivors insurance trust, fund, 
the action taken with the disability insurance 
trust, fund’s longer-term special issues at the June 
20 ‘~r’ollover” was similar to the action in past 
years. The only redemptions were of special 
issues maturing on that date. The proceeds plus 
the incoming money, a total of $438 million, were 
then invested in 33h-percent, certificates, notes, 
and bonds. These transactions left the special- 
obligation sector of the portfolio with $167 
million maturing June 30, 1962, and $2,132 
million maturing in equal sums of $152 million 
annually from June 30, 1963 through 1976. The 
sector was divided, according to interest rat.e, as 
follows: 11 percent invested at a 2$$-percent rate, 
70 percent at a %jh-percent rate, and 19 percent at 
a 3sA-percent rate. 

UNEMPLOYMENT TRUST FUND 

In 1961 the unemployment trust fund was com- 
posed of 58 accounts-one for each of the 52 
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State unemployn~ent iusurance programs, plus 
the railroad unemployment insurance account, 
the rnilrond unemployment insurance administra- 
tion account, the Federal unelnployment accom~t , 

the employment security :Ltliiiiiiistratioii account, 
the Federal extended compensstion account, and 
the temporary extended railroad unemployment 
insurance :tccount. On December 31, 1961, the 
fund’s total assets amounted to $5,841 million, 
reflecting a decrease of lb2 percent in the course 
of the year. In 1959 and 1960 assets 11:~~ declined 
at an aniiunl rate of about 3 perceik 

Income-Outgo 

Taken together, the 52 State accouiits represent 
more than 99 percentj of the total trust fund, wi-ith 
assets of $5,186 million at, the year’s end. The 
State unemployment insurance l)rograms de- 
posited $2,495 million in their respective accounts 
during the year, 9 percent more than in 1960. 
Transfers, loons, and interest, increased the 
receipts of the fund to $2,702 million. With- 
drawals of $3,512 million were, however, 28 per- 
cent more than 1960 withdrawals and accounted 
for the bulk of the $812 million decline.’ Of the 
total decrease, $810 million was in the State 
accounts, which ended the year with only 88 per- 
cent of t,lle preceding year’s total assets. 

The Federal unemployment account, which 
exists for the purpose of extending loans to State 
accounts that may be iii temporary financial 
difficulty, began the year with a balance of $7 
million and ended it with $4 million. The sole 
income wns $7 million in interest earned by the 
present funds in the ;Lccount nlld by the loans 
outstanding to the State accounts. The sole outgo 
consisted of the fi~lal transfers to Pennsylvania of 
$10 million, completin, 0‘ the initial advance to that 
State of $112 million. 

TJntil the 1960 amendments to the Social 
Securit,y Act, the administrative expenses of the 
employnient security program at both State and 
Federal levels were not paid from the trust fund 
but, from earmarked Federal unenlployment taxes 
appropriated on a general-revenue his. In the 
third quarter of 1960, however, the employment 

1 Withdrawals from the State ncconnts do not repre- 
sent actual benefit payments but sums transferred by 
the States from these ncconnts for deposit in their own 
local accounts, from which the benefits are paid. 
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security administration nccouut w\-as activated as 
part of the unemployment trust fund. By the end 
of 1960 it had xccumulxted $4 million in Federal 
uiieniployment tax receipts and interest, less re- 
funds aud a,dministrntire costs. In 1961 the new 
account received $440 million in tax receipts, 
eRrned more tllilll $1 million in interest, and paid 
out $601 million for Federal (Treasury Depart- 
ment and Depi~rtlllellt of Labor) and State em- 
ployment security ildlllilliStrati\-e expenses and :L 
small :tmount, for tax refunds. 

The 1960 legislat.ion established a revolving 
fund from general funds to be used each year to 
tide the employment security :~dnrinistrat,ioil ac- 
count over the periods of low tax collections. 
Federal unemployment tilx collect ions are usually 
highest in the first quilrter of each yeilr, with a 
secondary high in the third quarter. Ihring 1961, 
$406 million was transferred t 0 the accountj from 
the rerolving fund in the form of interest-l>eiU+ng 
loalls, :lud $250 million \Y:~s transferred hcl< to 
the fund. The employment security administrn- 
tion account ended 1961 with a l>nlilllce of slightly 
less than $1 million. 

The railroad luieiiiplo3’iiieiit insur:1nce account 
continues to hare financial difficulties. From this 
iLccoLlllt are paid c:& sickness :tlld maternity 
benefits to rxilrond workers, as well as unen~ploy- 
ment illsurilllce benefits. The :W?olLllt~ Wls ilble to 
end 1961 with a balance of $16 million, almost 
two-thirds higher than 1960’s year-end b:118uce, 
only because it ciit repayments to the l?lilrOad 

retirement ilCCOLlllt by niore than half ($27 
million) while continuing lo borrow ilt I he same 
rate (iLl)Ollt $128 million a year). Deposits of 
employer tax collect ions dropped 7 percent 
during the year to $147 million, and benefit pny- 
ments rose 13 percent to $24:! million. Merest 
earned was less than $250,000. The out st ancling 
lot111 balance at the end Of 1961 amounted to $248 
million, more than 15 times total assets. 

These data exclude the operations and balances 
of the railroad unemployment insurance ndmin- 
istrntion fund. Thder the 1958 i~meudmellts to 
the Railroad Yneml)loymeut Tnsurance Act this 
fund was set up as an account iii the unemploy- 
ment trust. fmlil. Its Septeiiibcr 30 b~llilllCt3 is 
ndded to that of the railroad uuemployment in- 
surance ilCCOLlllt to determine the tilX de for the 
coming year. The ,zdministration fund balance 
:\WlXgd slightly more than $4 milliou each 
quarter of 1961. ,1monnts in excess of $6 million 
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must be turned over to the railroad unemploy- 
ment insurance account each yeilr. Since the 
combined balance of the railroad unemployment 
insurance account illld the i~cliiiillistratioii fund 
was less than $300 million on September 30, 1961, 
the rate for 1962 remains at, the maximum of 3sh 
percent. 

Two new accounts in the unemployment trust 
fund were activated in the second quarter of 1961 
for the financial administration of the temporary 
extended unemployment ~OlllpellSilt ion programs. 
These programs were established by Public Laws 
87-C; and 87-7 of March 24, 1961, to aid persons 
exhausting their benefit rights under the regular 
State and railroad unemployment insurance pro- 
grams. Both accounts, the Federal extended con- 
pens&ion account alltl the temporary extended 
railroad unemployment insurance account, re- 
ceived non-interest-bearing advances from general 
funds that were immediately transferred to re- 
imburse for the payment of these benefits. In the 
last. 3 quarters of 1961, advances of $658 million 
were made to the Federal accolmt and $20 million 
to the railroad account for extended benefits. 

Extended benefits will be paid for weeks of 
unemployment 1113 to the end of March 1962 
(June 1962 in some specified instances) . Income 
to the t\vo accounts to repay the general fund 
advances will accrue front a temporary tax raise. 
For tax years 19A2 and 1963, employers subject 
to the Federal unemployment tax will pay an 
additional 0.4 percent of taxable payroll and sub- 
ject railroad employers will pay an additional tax 
of 0.25 percent. Provision is made for full re- 
payment fro111 the l2lilrOild iuienil~loyment insur- 
ance acc0llllt of the tOtill Sum advanced for the 
railroad extended benefits, whether or not pro- 
ceeds from the additional tax equal the total 
advance. It is envisioned that the increased 
Federal unemployment tax might yield more 
than enough to repay the, general fund advances. 
Provision is therefore made to distribute any 
excess collections to the States on il pro rata basis. 

Investments and Interest Rate 

The assets of all the accounts in the uneniploy- 
ment, trust. fund are invested by the Secretary of 
the Treasury for the trust fund as a unit. Interest 
and profit on investments are distributed quarterly 
among all the accounts on the basis of the average 
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daily balance of each account. The types of 
investments permitted are the same as those for 
the old-age and survivors insurance ancl dis- 
ability insurance trust, funds. 

The unemployment trust, fund’s invested assets 
declined in 1961 by $815 million to $5,823 million. 
This 12.percent decrease was more than t.hree 
times the drop experienced in 1960. At the end of 
each year since 1957 the portfolio has been 
smaller than at the beginning, with the entire 
decrease in the special-obligat.ion sector of the 
portfolio. Holdings of public issues increased $4 
million in 1960 and $24 million in 1961 to a total 
of $1,120 million at, the end of 1961. 

The Government securities held by the three 
social security trust- funds at the end of 1961 
totaled $26,581 million, about) 9 percent of the 
total public debt and fractionally lower than the 
proportion a year earlier (table 3). On December 
31, 1961, special obligations amounted to $22,021 
million, 83 percent of the total investment port- 
folios of the three funds. In 1959 and 1960, one- 
fourth of all special-obligation holdings of the 
three funds was in the form of special certificates 
of indebtedness, maturing the following June 30, 
but at the end of 1961 only 23 percent of the 
special obligations (19 percent of the total port- 
folios of all three funds) was invested in se- 
curities of l-year maturity. 

The nature of the unemployment trust fund and 
of the program it finances is essentially different 
from that of the other t\vo social security trust 
funds. This difference is reflected in the character 
of its investment portfolio. 1111 the special obliga- 
tions of this fund-and special obligations con- 

stitute 95 percent of its total investments-are 
l-year maturities. The interest-rate formula 
governing issuance to the unemployment trust 
fund of special public-debt obligations also differs 
from the formula now applicable to the other t,wo 
funds. It continues to be the average coupon 
interest rate on the total interest-bearing clebt at, 
the end of the preceding month, rounded to the 
next lowest l/s of 1 percent. 

The unemployment trust fund began 1961 with 
the bulk of its special certificates bearing an 
interest rate of 31/ percent. A relatively small 
amount bore a rate. of 31/s percent. During the 
year the rate declined to 3 percent, where it, re- 
mained. The average rate 011 the entire interest- 
bearing public debt, at the end of December 1961 

(Cotltin,rcrz on page 24) 
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TABLE 2.-Contributions and taxes collected under selected social insurance and related programs, by specified period, 1958-62 

(In thousands] 

I Retirement, disability, and survivor 

Period Old-ago and 
survivors 

insurance 1 2 
__.__-- _------- _~_ 

Fiscal year:8 
l958-59~-...~..-...-~~..~..-..~~...-..-.-.~..-....-.. $i 565 086 
1959-60-~~...............-.-~......-..~~.....-....-.~ 9:842:685 
l96O-61~~.~-.~..-..-.~~~.-~-...-..~~-.--.~.~~~~.-.~-~ 11,292,6;6 

7 months ended: 
Januaryl960.-....-........-.....~....-......-..-.~.’ 3,936,544 
Janusry1961.......~....-..-...........-~...-....... 5,03x,on1 
Janunryl962-....-..-...~.--..-.-.....-....-.......- 4.878,606 

1961 

Janunry-.-..-..-.-..--...-----.....-----........----.- 287,326 
February---.-............--.-......-.-.-.........-...- 1.385,958 
MWCh..---- .__..... ._..._...___..._ -...- ..___.. --..-. 1,175,534 
April.~~.....-~~..-....~..~-.-..-~..~.....-.-.~~.~..-.-~ 664,441 
Mey.-.-.---...........-...--......-..-.--...-....-.-. 1,961,004 
June~.-..--.....-.-....~.~.~~......~-........~--...-.. 1,067,736 
July....~....-~~~....-.-..~...--.~.~~....-...----~.--.. 283, i27 
Au~ust..---...-....-.....~...-..~..~...-.....~..-.-... 1,805,395 
September..................--......---~-.....-...-.-.. 756,692 
October-.-.-.....-....~..-..-....~.-~.~......-.---.-.~ 215,Y50 
Nove”~hrr-.~...-..-.~........~~....~.....-...~..-....- 1,264.602 
December....... _.._.. -___-.- -- _... -..-_-_.--.-.-- 416,584 

1962 

Jsnuary-.---...--...--...----.........---....-----..-- 135,655 

_- 

i 

Dis- Federal 
ability civil 

“sumncc 2 3 service k 

“~~;~~~; I 
l,b22:002 1 

422,104 ’ 
444,222 
448,744 

21,GiO 
123,931 
112,588 

62,484 
172,435 
106,362 

24,569 
163,566 

72,749 
27,180 

108,381 
42,126 

IO, 173 

- 

* Represents contributions of employees, employers, and the self-employed 
in employments covered by old-age and survivors insurance; beginning 
January 1951, on nn estimated basis, with suitable subsequent adjustxnents; 
beEinning Mny 1951, includes deposits in the trust fund by States under 
voluntarv co~er~ee sereements: bwinnine Ikcmher 1952. adiusted for 
employ& tax refu;ids.” 

. 

* Excludes all transfers between old-age, survivors, and disability insurance 
system snd railroad rctirrmc”t account under the finitncial interchange 
provisions of the Railroad Rrtiremcnt Act. 

3 Represents contributions of employees! rmploycrs, and the self-employed 
in employments covered hy disability msurance, on an estinlated basis 
with suitable subsequent adjustments; i”cludcs deposits in the trust fund 
by States under voluntwy cowx~ge aprerments; heghmins 1959 adjusted 
for employee tax refunds. 

$1,515,852 
1,509,695 
1,745,833 

$324,020 $102,014 
341,108 152,998 
345,356 152,709 

860,960 323,507 1,123,040 32,056 74,633 
1,015,659 309.643 1,250,743 36,213 79,513 

985,790 288.8X 1,363,618 52,207 73,872 

159,785 
120,024 
169,832 
121,205 
145,341 
173 ii3 
122:328 
192,353 
101.949 
139,668 
125,281 
160,862 

12,842 83,875 32,045 748 
77,142 196,811 289,106 5,422 
47,953 17,059 14,702 31,663 
14,285 246,944 1,943 1,328 
ii,262 613,259 2,293 4,173 
44,52i 36,463 1,099 30,FlO 
14,261 246,803 710 688 
84,163 499,030 865 10,288 
55,298 12,150 635 24,867 

1,306 153,877 775 1,029 
75,893 321,159 851 8,642 
46,716 22,248 567 27,695 

143,34f 11,235 108,351 47,803 862 

I 

&ail- 
road 

~etiroment 2 

Unemployment 

State unem- 
ployment 

insurance 5 

- 

e 
Federal un- 
mployment 

taxes 6 

- 

I 
e 

lsilroad un- 
mployment 
insurance 7 

4 Represents employee ltnd employing agency (Giovernment) COnki- 
tributions. 

5 Represents deposits in State clearing accounts of contributions plus 
pcnillties and interest collcctcd from employers and, in 3 States, contribu- 
tions from employees; excludes contributiorls collected for deposit it? State 
temporary disability ~“surance funds, Dat;l reported by State agencies. 

6 Represents taxes paid hy crnploycrs under the Federal Unemployment 
Tau AC,+ 

7 Heginning 194i. nlso covers railrond temporary disability insurzmce. 
* Except for State uncmploymcnt insurance, 8s shown in the Rnal State- 

ment of Receipts and Exptxditures o/the LT. S. Gozwnment. 
Source: Monthly and 2;‘i!laZ Statement oJ Receipts and Fxpenditures oj the 

U. S. Cocernment a”d other Trcesury reports, unless otherwise noted. 

TRUST FUND OPERATIONS 

was 3.135 percent; therefore any special obliga- 
tions issued to the trust, funcl in January 1962 
would bear interest nt the rate of 31/* percent. 

RELATED TRUST FUNDS 

The railroad retirement account received x 
total of $1,001 million in 1961, about, 2 percent 
less than its 1960 income. Benefits for railroad 
workers similar to those under the old-age, sur- 
vivors, and disability insurance system nre paicl 
from this nccouiA Of this sum, $547 million was 
contribution income, $126 million was net 
interest, and $39 milliou w-as the net. proceeds of 
the financial interchange with the old-age, sur- 
vivors, and disability insurance trust funcls. For 
the first time the interchange favored the railroad 
retirement account from both the other trust 
funds. In the preceding 2 years the payment had 
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been from the railroad account, to the disability 
fund. Railroad retirement benefit payments of 
$1,006 million (5 perccnt~ more thxu in 1060) and 
admiuistrntive expenses of $10 million reduced 
the total assets of the account from $3,740 million 
to $3,725 million. 

The bulk of these assets was iuvested in U.S. 
. * 

Governmeiit securities : $3,135 million in 3- 
percent special Treasury notes and $338 million 
in public issues. Seven percent of the fund% 
assets, $250 million, was iii outstandiug loans to 
the railroad unemploymentj insurance account at, 
the end of the year. About $2 million was held in 
unobligated cash balances. The interest rate on 
slwcial public-debt obligations issuecl to the rail- 
road retiremeut account is set by law at 3 percent. 

The civil-service retirement disability fund 
received coutributious from employees and the 
Govermneut, totaling $1,732 million in 1961, and 
its invested assets earned interest, amounting to 
$283 million. Benefits during the year totaled 

(Continrtcd on page 2s) 



TABLE 6.-Eumber of recipients of public assistance in the United States, by month, January 1961-January 1962 1 

[Except for general assistance, includes cases receiving only vendor payments for medical care] 

- 
1961 

JanUarY...................-..-.--..~...~ ... 
Februnry...-..---.-..-.........- .......... 
March....~..........~..........~...~..~ ... 
April....~..............~......~~~........~. 
~lay~...............~~~~.~ ................. 
June.............~...~ ..................... 
July .. __ .................. ._ ................ 
.4ugust...................~.............~.~~. 
September...........-...~..-.~.~..~-~~ .... 
Octoher........................~.~~.~..~ ... 
November....~......~ ..................... 
December.. ..... . ...... .__ ... ._ ... .._ ...... 

2,326,123 
2,320,105 
2.318,077 
2,302,2G5 
2,300,01R 
2,295.925 
2.292,102 
2,290.212 
2,282.626 
2,279,liO 
2,2i2,565 
2,267,670 

1962 
January................................~~.~ 2,258,450 

__-- 
1961 

January--.....-..-----..-.-...-....---.---- -0.3 
February........-.-.---.-.-.....-.-..---.- -.3 
March-.--.~-~~..~..~.-..~-.-.-............ -.l 
April----..--- ..______.____._ -_- . . . . . . . . . . . . -.7 
May-~-.-~~~....~-...-~~~~~~-~~.~~-~..~-.-- -.l 
Jllne~---.-.~.~~......-...~-.-~~-~.~~.-.~~.~ -.2 
July~~~~~......-..-.~~.~..~......-...-.-.~~- -.2 
August- .________... -.- .__.__.____._ ---_---- -.l 
September-..-...-...-.--...---........---- --.3 
October._......--.----....-....-.---.-.---- --.2 
November _______ .._. -_- ._____.. -_-_-_.--. --.3 
December ______.______.........-. -.- _______ --.2 

1962 
January---.---.......-------.--.-.-...----- --.4 

- 

16,734 815,329 
18,678 825,023 
21,492 840,220 
27,998 848,045 
41,388 868,320 
46,247 877,961 
52 030 
59: 093 

881,111 
893.102 

60,928 897.483 
66,396 QO1,912 
71,655 909,235 
72,159 921,102 

F4,690 934,705 

Number of recipients 

T- 

2,408,382 107,182 
2,435,213 106,752 
2,478,101 106,513 
2,502,243 106,201 
2,575,516 105,992 
2,612,611 105,601 
2.625,285 105,141 
2,669,117 104,8Q3 
2,089,615 104,394 
2,703,750 104,lfi6 
2.72X.484 103.741 
2;769;084 103;425 

3.638,847 2,815,621 / 102,831 

rccntage change from previous mon 

374,360 
374,728 
377.481 
379,343 
381,203 
383,675 
386,219 
388,487 
3X9,869 
391,793 
393,212 
395,530 

397,310 

i-12.1 

E:! 
t30.3 

tt;:: ; 

t:;:: 
+3.1 
+Q.O 

-10.4 

+1.1 

:x$ 1 

$2 
+.4 

$5: 
+.5 
-t-.8 

+1.3 

+1.5 +1.6 +1.7 --.6 

-0.3 
-.4 

1:; 
--.2 
-.4 
-.4 
--.2 
--.5 
--.2 
-.4 
-. 3 

/ 

478,000 1,437,ooo 
506,000 1,552.OOO 
525,000 1,608,000 
497,000 1,476,OOO 
439,000 1.205,OOO 
405,000 1,040,000 
386,000 975,000 
391,000 985,000 
380,000 951,000 
380,000 950,000 
394,000 999,000 
411,000 1,069,000 

415,000 

-- 

1,103,000 

3.: 

t”,:; 
-11.6 

-7.8 
-4.8 
+1.3 
-2.8 

pi 

$6.3 

1 For definition of terms see the Bulletin, Octobrr 1957, p. 18. All data 
subject to revision. 

2 Program initiatrd in October 1960 under the Social Security Amend- 
ments of 1960. Ilcfore 1962, excludes Puerto Rico; data not reported. 

1 Beginning May 1961 includes data on aid to dependent children of un- 
employed parents and, beginning June 1961, data on aid to dependent 
children receiving foster-family care, authorized by I’. L. 87-31. 

4 Includes as recipients the children and 1 parent or other adult rclativo 
in families in which the requirements of at least 1 such adult were considered 
in determining the amount oi assistance. 

5 Partly estimatrd. Excludes Idaho for all months and Indiana beginning 
January 1962; data not available. 

fi Percentage change based on dnta excluding Indiana. 

(C'o)ffiHuefz frolll pa.qc S/t) 

$900 million, 11 percent more than in 1960, n1~1 

$105 million was refunded to persons leaving 
Federal employment. The cost, of :&ninistering 
the civil-service retireme.nt program is a charge 
against the general funds of the Treasury rather 
than against the fund. Inrested assets amounted 
to $11,379 million at’ the end of 1961, and cash 
balances of $102 million brought total assets up 
to $11,481 million. 

redeemed aud reinvested in equal n1mua1 instnll- 
ments for 10 years beginning in 1962. At the time 
of its passage, securities tot xling $2.7 billion, 
about one-fourth of the special-obligation port- 
folio, lind maturity dates of 13 years after the 
1972 conversion deadline. 

With the passage of Public IJaw 87-350 on 
October 4, 1961, the civil-service fund uses the 
same “current yield” formula nl~l~licable to the 
old-age, survivors, and disability insurance 
system for calculating the interest rate on special 
obligations. (The f ormula used in the immedi- 
ately preceding years had been based 011 the 
average cou1)011 rate of the mnrketable public 
debt of more than s-year maturity.) The new 
lap provides that the current portfolio is to be 

Special public-debt obligations of all t.ypes 
totaled $42,530 million at the end of 1961, about 
15 percent of the outstanding interest-bearing 
public debt. The three social security funds 
together hold about 51 percent of all special 
obligation--a slight 13; lower proport ion than in 
the 6 preceding years. Most of the remaining 
specinl obligxtions are held by the related trust 
funds. The civil-service fund held 25 percent in 
1961 nlld 22 percent in 1060. For the past few 
years the three veterans life insurance funds 
have held 15-16 percent of the special obligations 
(which constitute their total portfolio), and t,lle 
railroad retirement account, about’ 7-8 percent. 
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