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la From December 51, 1936 to June 30, 1937 total demand
deposits (including Governiaent deposits in commercial banks and
at the Federal Reserve banks) declined by approximately $600 million,
of which the decline in Government deposits amounted to $400 million.
From June 30, 1937 to November 5, 1937 we estimate that demand de-
posits have experienced a further decline of $600 million, practi-
cally all of which has been in non-Government accounts. The total
decline so far has been about 5 percent. %

2. The chances are that demand deposits will continue to de-
cline along with the recession of business, unless the Government's ^
cash expenditures exceed its cash receipts, the difference being
financed either from desterilization or new borrowing from banks,
or unless the Federal Reserve buys Government obligations from sell-
ers other than banks.

3. There is abundant evidence that the cause of the recession
was non-monetary. It is likewise clear that the current decline in
money is a minor factor in the current recession of business. Quite
a few analysts, however, attach considerable importance to this fac-
tor end it is entering into pessimistic forecasts. Moreover, it can-
not be1 denied that however slight the influence of variations in
demand deposits, what influence there is at the present time is down-
ward rather than upward. Though probably of minor significance in
the present circumstances an expansion of deposits of 9 percent last
year &nd a contraction of 5 percent this year indicates that the mone-
tary system is behaving in an intensifying rather than compensatory
fashion. Non-Goveronent depositors are holding today some $800 mil-
lion less demand deposits than were held last December.

4. It would appear desirable to check the current contraction
in demand deposits if suitable means can be found.
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