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missible investments of the trust fund
to interest-bearing
obligations of the
United St&es
Government
or to
obligations guaranteed as to principal
and interest by the United States.
Regular obligations
of these types
may be acquired on original issue at
par or by purchase of outstanding
obligations at their market price. In
addition, the act authorizes the issuance of special obligations exclusively
to the trust fund. Regular obligations
acquired by the trust fund may be
sold at market price. Special obligations are to be redeemed at par plus
accrued interest.
Investments are made by the Secretary of the Treasury
for the unemployment
trust fund as a unit,
although the fund is composed of the
separate State accounts and the railroad unemployment
insurance
account. Interest earned on the fund’s
investments
is distributed
quarterly
among all accounts on the basis of
the average daily balance of each account. Permissible
types of investments are the same for this fund as
for the Federal old-age and survivors
insurance trust fund.
Net investments made during 1953
for the old-age and survivors insurance trust fund amounted to $1,331
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million. At the end of 1953 the investments of the fund totaled $18,291
million. The investments
of the unemployment
trust fund increased by
$522 million; by the end of 1953 they
totaled $9,545 million (table 1).
The net acquisitions
of the two
social security trust funds amounted
to $1,853 million in Government
securities-less
than in the two preceding years. At the end of 1953 the
investments
of the two trust funds
amounted to $27,836 million, about 10
percent of the total Federal interestbearing debt (table 11.
Interest rates .-The Social Security
Act of 1935 had required that the
investments
of the old-age reserve
account (now the old-age and survivors insurance
trust fund)
must
earn at least 3 percent. The 1939
amendments removed all reference to
a minimum
yield except on special
obligations issued to the fund. These
special obligations
are required
to
bear the average rate of interest on
the interest-bearing
public debt, computed as of the end of the month
next preceding the date of issue. If,
however, this average is not a multiple of +$ of 1 percent, the rate of
interest is to be the multiple
next
lower than the average rate.
The interest provisions
governing
the investments of the unemployment
trust fund have remained unchanged
since the fund’s establishment
in
1936, and the rates for special obligations issued to it are determined in
the same manner as for those issued
to the old-age and survivors insurance trust fund. Investments in other
issues must bear rates at least equal
t,o those of special obligations.
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Tnus tne interest earnings of the
unemployment
trust fund and, from
1940 on, of the old-age and survivors
insurance trust fund have been directly affected by Federal debt flnancing
(table 2). During the war
years, when the computed average
rate on the Federal interest-bearing
debt declined, the rate of earnings of
the two social security trust funds
also declined. Since the end of World
War II, the computed average Federal
interest rate has risen gradually, and
the rise was reflected later in the
interest
rates earned by the two
funds. After several years of relative
stability, their earnings rates went up
again during 1952 and 1953 as the
result of an increase in average Federal interest rates and of purchases
of public issues at higher rates. The
computed rate for the funds was 2.30
percent and 2.41 percent, respectively.
at the end of 1952 and 1953.
Early in 1953, the two social security trust funds began to acquire new
special certificates
bearing 23/s-percent interest; on June 30, 1953, when
the special certificates
outstanding
matured, they were all replaced by
new issues bearing 23/-percent interest. In addition, both funds acquired
public issues bearing 3’/4-percent interest;
the old-age
and survivors
insurance trust fund also acquired
additional public issues bearing 21/aPercent interest, and the unemployment trust fund acquired additional
public issues bearing 23/-percent
interest (table 3). At the end of the
year the two social security trust
funds
held
investments
totaling
$27,836 million, of which $24,586 million, or 88 percent, was in special
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and

obligations
bearing 23/-percent
interest.
In addition
to the old-age and
survivors insurance trust fund and
the unemployment
trust fund, the
Treasury manages 10 other social insurance and related trust funds. Interest rates on investments of these
funds are higher than those for the
two large social security funds, and
all rates are determined administratively rather than by statute.
All types of special Government
securities outstanding
at the end of
1953 totaled $41 billion, of which the
two social security trust funds held
60 percent. Other trust funds held
most of the remainder. Among them,
the civil-service
retirement fund held
14 percent, the national service life
insurance fund 13 percent, and the
railroad retirement account 8 percent.
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