4 COMPONENTS OF THE NATIONAL DEBT

LONG-RANGE COMMITMENTS AND CONTINGENCIES OF THE U.S.
‘ GOVERNMENT, AS OF DECEMBER 31, 1962

The attached statement covers the major financial commitments
of the U.S. Government, except the public debt outstanding and
those involving recurring costs for which funds are regularly appropri-
ated by the Congress and are niot yet obligated, such as aid to States
for welfare programs and participation in employee retirement
systems. The statement is segregated into four categories, namely
(a) loans guaranteed and insured, etc., by Government agencies;
(b) insurance in force; (¢) obligations issued on credit of the United
States; and (d) undisbursed commitments, etc.

The items appearing in this statement are quite different from the
direct debt of the United States. They are programs of a long-range
nature that may or may not commit the Government to expend
funds at a future time. The extent to which the Government may be
called upon to meet these commitments varies widely. The liability
of the Government and the ultimate'disbursements to be made are of
a contingent nature and are dependent upon a variety of factors,
including the nature of and value of the assets held as a reserve
‘against the commitments, the trend of prices and employment, and
other economic factors.

Caution should be exercised in any attempt to combine the amounts
in the statement with the public debt outstanding for that would
involve not only duplication but would be combining things which are
quite dissimilar. As indicated by the enclosed statement, there are
$118.1 billion of public debt securities held by Government and other
agencies as part of the assets that would be available to meet future
losses. The following examples illustrate the need for extreme
caution in using data on the contingencies and other commitments of
the U.S. Government.

1. The Federal Deposit Insurance Corporation had insurance
outstanding as of December 28, 1962, estimated to be $179.1 billion.
The experience of the Federal Deposit Insurance Corporation has
been most favorable. During the period this Corporation has been
in existence, premiums and other income have substantially exceeded
losses which has permitted the retirement of Treasury and Federal
Reserve capital amounting to $289.3 million (all repaid to Treasury),
and the accumulation of $2.5 billion reserve as of December 31, 1962.
The Corporation’s holdings of public debt securities as of that date
amounted to $2.6 billion which -already appears in the public ‘debt
total. Out of $335.9 billion of assets in insured banks as of December
28, 1962, $70.6 billion are in publie debt securities (also reflected in the
puplic debt). The assets, both of insured banks and the Federal
Deposit Insurance Corporation, as well as the continued income of the
Corporation from assessments and other sources, stand between in-
sured deposits and the Government’s obligation to redeem them. -

2. The face value of life insurance policies issued to veterans and
in force as of December 31, 1962, amounted to $39.8 billion. This
does not represent the Government’s potential liabilities under these
programs since some of these.policies will probably be permitted.to
lapse and future premiums, interest, and the invested reserves amount-
ing to $6.9 billion of public debt securities should cover the normal
mortality risk. '
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