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Prices advance sharply

Commodity prices continued to advence sharply in May and the early
part of June and the present level of the general wholesale price index is
now probably about 5 percent higher thon in the early part of February.,
Prices of practicelly all groups of commodities have pcrticipated in the
recent advonce which has been the most rapid since 1941 before broad wbrtlme
prlce controls were established.

Prices iu rotail merkets, whlch adv.pcod at a rate of onc-half pocr-
cent per month in Merch and April, according to tho consumers' price index,
have been rising moro rapidly sincc that. time. During recent wecks inersascs
in rotail prices ronging from 5 to 20 percent have been indiected in breopd.
end other corcal products, doiry products, various textile products, shocs,
coal, outemobiles, tircs, ond hardwarc.

Preliminory figurcs for mid-Mey arc ovailable for rotail pricos
paid by farmers. Thoy show an advence -of 2 percont from mid-April, re-
flecting incroascs in all groups of commoditics purchascd. The largest _
risé rccorded wes in pricos of feoeds os o rosult of the substontial inercascs
permitted in ceilings for grains cnd mill foods' on May 13- Sincc.that time
price. incrcases heve booomu cffoctivo on farm oqulpmcnt cnd various other
products purchascd by farmers.

Tho incrcuses pormitted in ceilings for grains also rosulted in
large edvences in prices roccived by farmers for thise products from April 15
to May 15. Prices of truck crops, howover,- dropped 37 percent. This declinc
was considerably lorger thon is usual at this scason of tho year roflecting
partly urgent marketings -in anticipation of tronsportution difficultics as’
well os o substonticlly lorger volume of commercicl truck crep production
then the rccord high .osteblished lest springe The drop in prices for these
products more then offsot the geins in prices reccived for grains end most
other farm commoditics and tho total index of priccs rcceived decrcased slightly.

Prices roccived by farmors in mid-Junc aro likoly to advenco. com="
sidorably, rcflccting largo price incrcusces grented to milk producers, o
recovery -in prices of truck orops, ond furthori adveonces in prices of most
other form products, -For oxamplo, market priccs for groains had not fully ro- )
flected the inercosces in'ccilings by the middle of M;y. Also, prices of cot-
ton, which had declined 1 cont per pound from the 'ccrly pert of April to tho
niddle of Moy, hove cdveiiced by 2 conts sirec that time. Now 22-yoar highs
werc ostablished or June 10 with avercge cotton prices cdvoncing over the
29 _gent level.

‘Merkotings of many forn products cs well as. SLlOa of nunerous in-
dustricl prdducts cppecr to have beor soriously rostricted in recont wecks, rd- -
flecting thd prospcctive removel or liberclizoation of Federcl price control ...
neasures. If this withholding rcecches large proportions by the cnd of the
nonth, the subscquont novement of goods muy be so great in some lines th&t thh ”
price inereases will not be as SerP as is gonocrally cexpected.
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Consuncr buying continucs ot high lovel

Scles ot doportnment stores in Moy wore ncinteired close to the high
level of the March-Lpril Euster shoppirg scasons The Beord's scosonclly cd-
‘justed index is ostimcted ot 254 por cont of the 1935-39 average, «s conpurod

with 250 1n uprll gad- 268 in uCrbh. :

Outst:nd1r~ ordurs fﬁr nerchendise ot the end of Lpril wore down
fron the rccord high lovels of Februcry and licreh; howovor, they worc 26 per
corit lergor thoen ¢ yoor ogo ond 2.9 times cs lorgo as April scles. Bofore tho
wer outstinding orders remerclly woere cqual to cbout o menth's scles. Ls con-
pared with « yoor ©ge, dopartio:it st;rc gtocks at the crd of fLpril woro . 14 por
cort groctor in-valuc. Stocks. of suns itens, however, such os non's clothing,
hosiory-ard »icce g Jst, c,Jtl A0 (o} vury sniclle :

Consumer crcdlt rising sharply but volumc of 1rst“lmqnt crodit still
relotively small

) Consumor crodit sutstonding hes increcsed considercblo in recont
months, cnd ot the ond of April the totnl recched cbout 7.4 billin dollears.
Although this omount is still morc than .no-fourth under theo 1941 prewor pock,
it is elmost ono-htlf above tho level in the ccrly part of 1944, when consumer
eredit roochod its wortime lowe The roate of inercasc in: the past four months,
approximetcly 1.9 billiion dollirs o .yeor, if continuod wiuld bring total con-
sumor credit cbove the prewar poek in less thon 18 months,.

Thv risc from woertime lovels his occurrcd despite the fret that
1nsta1nunt buying, usually ths sce: sion for the mcjsr usc of consumer crodit,
hes scarcely bozune. Tho prireipsl inercosos from April 1944 to April 1946, cs
shown in :the table below, havs been in chuarge cccounts, single-poymont locas,
ond instcllmoent loons. TP&hPf thesc-=-chorge cceounts ond singlo-poyment loons--
ere relatively short- t“rn/inst Inont debt, end togethor constitute more then
half the present toto 1 >f corsumer debt. Of the two, the more importint do-
toraninent of roecent -a:voments in comsumor cercdit hos boon chorge-cccount credit.

g CONSUMER CREDIT
(Estinates. Abunts in‘iiillions of dollers)

i Aount ocut-|Porceont- Porcontaze chaﬁgo fron:

Type of dit . stonding tge | Docombor | April Dccenber
JPe 0% ghses April 30, | distri- 3%i o470 -7 oo8d,
1946 | bution 1945 1944 | 1941
Totnl 7,355 100  +9 +47 -26
Charge accounts 2,146 29 + 8 +59 +22
Singlo-poynont lowns Lo tnZ 24 .+ 8 +54 B
Instalmont locas 1,695 23 L +52 =22
Instalmont sclc ercdit 951 13 ik B +38 =TS

Service credit i g1 11 + 5 +15 +33
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Before the wuar chargs sccounts wére less importent in relation to
total consumer credit then now. At the ond of 1941 clurge-account indobted-
ness amounted to less than 18 per cont of totol consuner credit. In April 1944,
charze sccounts constitued cbout 27 per cent of the total, cnd by 1946 the pro-
portion hed grown to nearly 30 per cente. The factors that might tend to ex-
pond | chergo-nccount indcbtedness are an increasc in the length of the ropay-
ment period, and on inerease in the use of chargewaccount credit. Sihce tho
average collection period for charge acccunts has not shown any significent in-
crense in 1945, the expansion in charge accounts sinco 1944 is o result of in-
crocsed use of cherre=account credit. The riseo of charge-account indebtedness
is part of the goneral picture of increcased consumer sperding. Consumer
spending is finding outlets where it can, particularly in the purchase of soft
goods. In addition to the grester physical volume of goods bought, o large
part of the swollen cherge-account bill is a result of a rise in prices and a
shift to the. purchase of highe ﬂ-prlcod lines. : i

A boem in consumer orodit is c¥pected in the creca of instalment sale
credit, erising from scles of automobiles crid other consumer's durcble goods.
‘With the production and shipments of mojor consumers! dursble goods scurcely
under way, the instalmont buying of such goods is still far bulow its prowar
importence; os showm in the table, the increoase in total comsumer credit has
been substonticlly morc ropid them that in instolment sale credits’ This sog-
ment which was & major portion of totel consumor credit at the end of 1941,
comstituting clmost 40 per cent of the eggregote, was only 13 per cont of the

total ot the ond of April 1946.

Thc sharp 1ncreusc of 16 per cent in instolmont loans during the past
four months is ovidenco of some increasc in instolment buying. These loons
are made for verious purposcs, some of which include instalment borrowing to
buy dureble goodse However, whon instalment snlc credit begins to rosume its
prewer role, total consumor crcdit outstanding will risec mnch faster than in
rocent monthse This accélerated rate is OKPOCtOu because instelmont crodit
is outstanding for o much longor period thaon are chorge sccounts, and it arises
from the sale of much hisher-priced merchendisc.

Stock prices acdvence again efter reilroad strike onds

Stock pricos fluctuated somowhat during the first threc wecks of
May, but after the scttlement of the roilroad strike prices of £ll groups |
rose, end industricls and utilitics brolke through to new high ground. At
the end of thoe month Standard's index of 90 stocks was about two per cont
ebove the April clesc. Trading on the New York Stock Exchange was sllmhily
less nctive in May than o month oarlior.

Stock exchange credit continucs to docllnc--Custoers' quit b&lunCLS
of New York Stock Exch‘n ;0 firms docline by 41 million dollars during April to
0. total of 895 million outstanding at the ond of the month., Balances securcd
by U. S. Government obligations roprosonted 154 million dollars of this total,
having decrecsed 11 million dollers during April.
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Requirgd roscrvos increcsc. and reserve, positions
of baoiks tlbht02'lﬂ licy ¢ nd corly June

Mcnbur bﬁ“k Feservo DvSithlS ti*btc od somewhet in the five-week
preriod May 2 « Junc 5 largely as « result, of imercssed required rescrves ond
o droin on rescrves cecompanying Tren sury debt rotir cmonit operctions tnd o
small currcrey outflows Deposits subjo ct to reserve irerccsed shurply, ro
flectirg primarily = shift of cboyt. 2.6 billion dollers from waor lo;n_uc-
courts to cccounts hold by businesses cnd irdividusls, ond everuge required
reseryes ircrcsscd cbout 300 millisr dollars in the. 5-wock poriod. fLibout
Y2 billion dollars of tho doposit shift mppoars to have boen rglated to the
cash retirenont on Jurc 1 of:-a like cnount of certificctes held by nonpark’
irvcstors; the ronmcinder represon ted Trecsury cxporditures, other thafr for'
certificote rotiroment, in cxcess of r"c*1wts. Treoasury operitions in con-
roctior with sceourity rctircnmont oper:tims clso tended to reduec momber birk
reserves somewhot. I the four wecks c“dirg Q y 29 tho Tr"sury built up its
bolances at the Rescrve, Boks by about. 250 niillicn dollars and on Junc 1
these funds were used to rotire clnost aoo 1111ion of eortificites held by
the Resorve Borks. Bonks also lost resorve funds as ¢ r“sult of 't 280 millior
doller outflow of currcncy.

The grocter part of the drain on mer b“r bk resorves wes nict by
450 nillion of purchases of Governnent sgcuritics by the Resorve B'*ks, ro=
sultlng ir cn ircroasc over the fivo-weck pericd of 200 million dollers in
hrldings of Governricnt sceurities. In cddition réserve funds werc provided
by an expenision of 150 million dollars ir Fodore 1 Reserve floot, cmd berk
borrowinz ot the Resorve Bauiks irercased slizhtly. The resulting ircercosc
.in menber ‘benk rescrves st rot as larsge, howgvor, as the ircroeose in re-
quired resorves, rnc cxcvss rescrvos declined. *

NMemorial Doy wookond brisgs ircronse
«: in money ir ecirculation

liorey in circulation, which had shown little chrnge follow1“, ;P
lerge post-Christnes roturn flow in Jiruery, irerccsed by 280 million dsllwnrs
ir the five wecks onding Jure 5. About 200 million of the ocutflow oceurrcd

n the last two weocks of the perdiod, tnd prob: bly reflected irn part cdditioncl
currency requircments in conrection with the ijemoricl Doy woeckend.

Further snall increcse in Rescrve Bank holdinss
of Govorrmort socuritics in licy

The Systen's holdirgs of Gowernment sccurities incrcecsed by 200
nillior dollars durirg the month of Uoy %o o tothl of 22,9 billion dollers.,
Holdings of Trousury bills inero:sed by 235 million dollors ond Trecsury
otes by 76 nillior. Holdinzs of cortificates, howovor, woro roduced by .
110 nillion dollars «s rodonptiosns of the licy 1, 1946 issuc werc ir oxcess
of net purchascs. o ’ e : 2
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Decline in bank holdings of Government securities
reflects Treasury debt retirement

Holdings of Government securities at reporﬁing banks were. reduced
further in the five weeks ending June 5. Benk holdings of certificates were
reduced by 770 million dollars reflecting sale of these securities to the
Reserve Banks in the first half of lay end cash redemption on June 1 of almost
600 million of maturing certificates held by banks. Banks continued to scll
notes, and holdings dcclined by over 200 million dollars. Holdings of bills
fluctuated durlnc the period as banks bought and sold bills to adjust rescrve
p081t10ns. Now York City banks inercasod thoir bond holdings by over 100 mil-
lion dollars; bond holdings at other roporting banks deelincd somewhat.

Furthor small doclinc in total loans .of reporting banks

Totel losns at reporting banks in 101 citics continued to deelinc
as loans for purchasing and carrying Govermment sceurities werce further re-
duced. Loans to brokers and dealcrs for this purposc declined throughout
lay and the first weck in Junc cxcept for a tomporary risc just prior to tho
Junc, 1 certificate rotiromont. Loans to others to purchase or carry Govern-
ment scecuritics continucd to doeline stoadily.

The volume of commorcial end industrial loans showed little chango;
and increcasc in such loans et rcporting banks outside New York City was almost
“offsct by a dec clmng at Now York City banks.

Pcrsonal and busincss deposits continug to risc:

Demand deposits of individuals and businesscs inercescd further in
the five wecks cnding Junc 5. Tho incereasc rosulted largely from cash ro=-
demption by thc Trcasury of about 1.2 billion dollars of cﬂrtlflcatus sold
in the Seventh Viar Loon Drive end maturing Jurc 1, and Treasury cxpvndlturos,
other than for ccrtificate rodemption, in oxcoss of rccoipts.e Timec deposits
continuced to incrcasc during this, period. Lo b

*dee:nmeﬂt bond pricos casc furthor in May; littlo change in corporeatos

Priccs of Govornment securitics continucd to casc during liay, but
the declinc was loss pronounced then during April. The average yicld on
medium-term taxable bonds, which had inercoscd from 1.29 por cent in the wocek
ocnded March 30 to 1.44 per cent in tho weck onded April 27, rosc furthor to
1.48 pcr coent in the week ended Junc 1. Tho gvercge yicld on long-term tox-
able ‘Bonds incercascd from 2.08 to 2.14 per cent in the carlior period, and
further to 2,18 por cont during the recont periods The average yiold:on
9=t0=-12 mbnth'cprtificatos advenced from 0.82 to 0.84 during the rceent period.

During tho first weck in Junc, priccs of Govormmont sccuritics
firmed somewhct,
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Imong, corporatc bonds prices changed little during the month.
The averaze yicld on Aot bonds included in Moody's overage was 2.51 per
cont ct the end of licy, thc scme as g month carlicr, and on Bao issucs wos
3.03 comparcd v1th e OO por cent on the scrlier date.

Corporations rcsume lorgo-scole refunding operations in May

Corporcte offerings of new sccurity . issucs in lley tote 1ud about
740 million dollarse. /Lbout 600 million of thc month's total roproscntod
refunding issucs; this is more than doublc the monthly cverage of such:.issucs
for the period Jenuary-Lpril cnd is slightly above the average for the last
helf of 1946, whon recfundins recoached unusuclly high levels.

411 three mejor -industricl sroups shored in the curront refunding
operations. For the first time in scevercal months public utilities were mojor
issuers of refundins sccuritios; their totcl offorings cmounted to about 300
million dollars. Industrial offorings, swellod by the 85 million dollar
debenturc issuc of Stendard 0il Company of iow Jorsey, totoled about 180
million; offorings of reilroads, which aceounted for.most of the rcLaindor,
were in much sw")lor volume thon in the latter part of 1945, . Public utili-
tics and industricls offcred cbout 160 nillion of stocks, lgrvnly in pre-
ferred issucs, for rcfunding outstanding sccuritiocs. ;

The volunc of issues for "new capitcl", about 140 million dollers,
was much smeller then in April but somewhet cbove the averuge for the first
throo months of tho yoare Prastically oll of tho now capitsl issucs wore
offoered by industricl compenics. In contrast with reocont months when stocks
have accounted for about 70 per csnt of . industrial issucs for now capitel,
only cbout onc-half of their volume for Hﬁy wes in the form of stocks.

Profits of lorge industricl conpanios in tho first quortor

‘Published cornings reports of lerse industricl corporations for the
first quarter of 1946 show substontial incrocses in profits ofter toxcs in
trocde and in most nondurable soods industrig .5, rcflceting the sustoined lovel
of output end rvwovnl of the exccss profitstexs © Dureble ~oods industrics

show shorply roduccd nct profits or net deficits; in most of thesc industrics ;,;

operations were dircctly or indirectly rustrlctod by strikes during the first
quarter.  Sinilcry rcsults, thourh with pﬂrh’ps sonc dnprovenent in the dur blo
1A/ﬂu3ds ATOUpPs, NUW. L.ppoe er likely for the second -qucrter.
These dbscrvations ore boased on prcliminary fimurcs for the group
of 629 conpenics which will oppear in the rogulcor table in the June -Bullatin.
This sorics is heoavily woighted by conponiss most soriously offected by sbrikes
durins the first qu"rtor, and ‘as’ ‘¢ result assregato profits of the sroup were
considerably below the level of other rocent quarterse They wers huwuwvr,
in the aggrogete, slizhtly above tho quarterly avcrage for the flrst nineci"
nonths of 1939, the carliocst year covered by this serics.
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Profits before Federal income and excess profits taxes for the first
quarter are aveilable for 323 of the 629 companies and are shown in the teble.
(For most industrial groups the percentage chenge in profits after toxes showm
in the table is of the same order of magnitude as for the lorger group of 629
_ccmpanics. )

For the group of 323 componies, profits before taxes were 72 per
cent smaller in tho first quarter of 1946 than in the seamo period of 1945.
Large decreases in profits before taxes were shown in &ll durable moods groups;
cven in some nondurable goods groups profits before taxes doclined moderatoly.
« In only one group, trade, did first queorter profits beforo taxes show o large
increcse from 1945 to 1946.

For this =zroup of 323 companies, the offcctive tax rate on reported
earnings was 27 por cent for the first quarter of 1946 as compered with 64 per
cent in the sume period of last year. This decline reflects, of course, rc-
noval of the oxcoss profits taxs In addition, the overall effective rate this
yoar reflects lower normal taxes or no tax at all on the preatly reduced corn-
ings of compenics in the dureble goods industrics, and also the fact that a
fow very large companies=-particularly Us. S. Steel in the iron and steol group,.
General Eleoctric in the machinery group, and several compenies in the auto
group--included in their accounts cortain tox crcdits representing estimatod
reductions ir income tex liability for the remaining quarters of 1946 due to

'thc first quarter loss; nost othor componies, howcver, have stated that no such
- credit hes beon token.

The offcct of removing the excess profits tax is particularly
evident in the trode group, and also in the beverage, confectionery, and
tobacco group where a lower cffective tox rute on a slishtly inereased in-
come resulted in a sreatly increased net profits after taxes, In all groups,
however, profits after taxes compere more favorably than profits before taxes
with the compartble figures for the first quorter of 1945,
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Currexnt Cormcnts

First Quirter Profits cnd Toxes
of 323 Large Industricl Corporations

(dollars in millions)

reentage change

Profits-lst Qu. 1946 Effcctive
; No. [ Beforc Federal 1st Que 1945-Ist Qu. 1946] 5 oo
Irndustrial group of “dnreono and | Lftoer] Profits | Profits "is_t Qu. | 1st Qu.
Cos. | eXxcess pro- | texes| buforet after 1946 1945
e fits taxes | texes texes
Total L 323 284.9 207.4 =~ T2 - 44 e 64
Dureble pgnods 183 - 90.2 - 26.4 %/ %/ E/ 67
Nordurcble gozds 112 30643 192,2 - 18 + 180 37 58
lMisc. scrvices 28 68.8 41,6 + 11 + 80 40 63
Durcble goods ;
Iron & stecl 25 19.3 22.3 = 84 - 47 2/ 85
Nonferrous rictcals 38 19.8 12,0 - 54 - 46 40 49
Hechirery 39 - 30,8 - 25.6 2/ 2/ 2/ 76
Autonobiles 8 - 99.5 - 36.9 2/ 2y 2/ 60
Other tronsportation
equipnent 37 5 1 T, QL 2 2 2/ 76
Other durablc goods 36 18.1 9.6 = 48 - 12 47 67
Nondireble geods
Foods 14 28,2 16.0 - 39 +# 1 43 66
Bev., confe,& tobecco 12 5649 30,9 + 9 + 88 46 69
Industrial chcmicals 17 03,5 58.4 =~ 26 #. 87 38 66
0il 23 58.4 46,2 - 27 - 12 21 34
Other xondurable goods 46 69.3 40,6 - + 45 & 59
liiscellancous scrvices
Trede 13 39.0 Zustle +161 +166 39 63
frmusements 5 27.6 1€6.5 - T | + 46 40 63
Other miscellancous
scrvices 10 2.3 1.3 - 67 - b4 42 58

Yy

table oare as reported by the companiies ircluded.

2/

qucrter of 1946.
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