
. Bank Debits

OVER THE YEARS, as individuals and insti-
tutions have increased their dependence on
checks as a means of payment, bank debits
have grown in importance as an indicator of
financial transactions in the economic com-
munity. The term "bank debits" refers to the
charges made against deposit accounts when
banks honor depositors' checks or withdrawal
slips. Demand deposits in banks account for the
major portion of the current means of pay-
ment—that is, money in the hands of the pub-
lic—and debits to these accounts provide a
direct measure of the extent to which depositors
are using these funds.

Changes in business activity are closely
linked with changes in the volume of payments
made by check, of which bank debits provide
the best single indicator available. It should be
noted here, however, that in and of themselves
bank debits cannot be regarded as accurate and
trustworthy indexes of business activity, be-
cause they include payments for property and
other financial transactions that do not neces-
sarily arise from current production and dis-
tribution. Furthermore, they include many
duplications arising from a series of payments
for identical goods at different stages of pro-
duction and consumption. But in a very broad
way they do reflect changes in general business
conditions by showing, among other things,
changes in the attitude of the public toward
holding or spending money.

Statistics on bank debits help bankers and
bank supervisory authorities in formulating
banking and credit policies. Debits are also

useful in analyzing business developments in
cities or regions for which more precise business
indexes are not available. However, the figures
must be used with considerable caution because
of variations in payment habits and in the de-
gree of duplication in transactions between dif-
ferent times and places. Debits are one of the
few types of economic data that are uniformly
available for a large number of individual cities.
These statistics, together with their predecessor
series—clearings—are useful in business-cycle
research covering long periods of time.

The turnover of demand deposits, computed
by dividing debits during a period (and con-
verted to an annual rate) by average deposits
against which the debits are made, indicates the
number of times a deposit dollar is used during
the period. The rate at which depositors turn
over their deposits in banks provides a rough
measure of economic and financial develop-
ments that tend to accelerate or retard the rate
of flow of money into economic channels.1

Changes in the rate of turnover may be
indicative of the state of business activity, but
this relationship is a complex one. The rate of
turnover may decline while business activity is
rising if an increase in the amount of deposits
is accompanied by a less-than-proportionate
increase in the volume of debits. Deposits and
debits may move in the same direction or in
opposite directions, or one may change while

1 For further discussion, see George Garvy, Debits and
Clearings Statistics and Their Use, Revised Edition, 1959
(Board of Governors of the Federal Reserve System) and
George Garvy, Deposit Velocity and Its Significance, 1959
(Federal Reserve Bank of New York).
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the other remains relatively stable. The rate of
turnover, moreover, is only an average figure.
Therefore, it does not necessarily indicate how
the turnover is changing for different classes
of depositors.

DESCRIPTION OF BANK DEBITS

Bank debits as shown in this section refer
to the dollar amounts that are charged against
demand deposit accounts at a selected group of
banks. However, the debits figures also include
some transactions that do not necessarily in-
volve checks. Among these are such trans-
actions as a telegraphic transfer of funds; a
customer's instruction to his bank to purchase
securities or foreign exchange or to perform
some other service and to charge his account;
and payment from trust funds on deposit in the
bank's own department.

In general, bank debits include charges
against the checking accounts of all depositors
of the reporting banks, including State and local
governments, with these exceptions: (1) ac-
counts of other banks, that is, interbank deposits;
(2) accounts of the U.S. Treasurer with com-
mercial banks; such accounts hold tax remit-
tances and the proceeds of sales of U.S.
Government securities pending transfer to the
Treasurer's account at the Federal Reserve
Banks; and (3) accounts of Directors of Inter-
nal Revenue.

Bank debits do not include payments of offi-
cers' checks, debit entries made by the reporting
bank to its own accounts, or remittances for
certified checks drawn against the reporting
bank, because these amounts enter the debits
total at the time of certification. Payments in
settlement of clearing house balances are also
excluded, because checks and other items re-
ceived through clearings are reported when
they are charged against depositors' accounts.2

2 Because bank debits are measured by the amounts actu-
ally charged against depositors' accounts, the total may differ
significantly from clearings data for several reasons. First,
debits do not include some of the items received through
clearings, as, for example, a draft drawn on the reporting bank
by another bank. Second, bank debits include a number of

REVISIONS IN SERIES

Since 1919 the Board of Governors and the
Federal Reserve Banks have been collecting
statistics on debits from selected member and
nonmember banks located throughout the coun-
try. The number of centers covered and the
geographic boundaries of these centers have
changed from time to time, but only once—in
1953—has the type of data included been sub-
stantially changed. The material in this section
covers the period beginning with 1943 and end-
ing with 1964.3 Developments in the series
before 1943 are discussed beginning on page
230 of Banking and Monetary Statistics.

In 1953, figures for the five national classi-
fications in the debits series (shown in Table 1)
were revised back to 1943, to reflect the exclu-
sion of U.S. Government deposits and time
deposits as well as changes in the number of
reporting centers. The revision of the series
reduced aggregate debits for 1952 by about
3 per cent and lowered the amounts for many
centers, including New York City, by approxi-
mately the same percentage. Changes for other
individual centers varied from small reductions
in some cities to large reductions in cities where
Directors of Internal Revenue maintained ac-
counts. More details on percentage changes in
reported debits resulting from revisions are
shown for individual reporting centers on
page 36.

items that do not go through clearing houses, such as checks
presented over the counter or received through the mails from
depositors and collecting banks. Third, in some of the centers
for which bank debits are collected there are no clearing
houses, and in some where clearing house settlements are
conducted, some of the participating banks are not in the
debits series. And finally, mergers of banks generally have no
effect on debits, but they do cause a decline in clearings.

3 In January 1965 the debits series was again revised. Al-
though the demand deposit base was retained, there was a
substantial revisicn in the geographic coverage of the series
and in the reporting procedures employed.

The revised series includes data for 225 Standard Metro-
politan Statistical Areas and includes a new feature^—estimates
of totals for individual centers by using a blow-up factor for non-
reporting banks. Published data are shown only on a seasonally
adjusted annual-rate basis, which uses an improved seasonal ad-
justment technique. Reporting frequency and publication sources
are the same as for the previous debits series. A more detailed
explanation of the current debits series may be found in the
Federal Reserve Bulletin for March 1965, pp. 390-93. Statistics
on the revised basis are available currently in the sources de-
scribed in the last paragraph of this section, p. 4.
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Debits to U.S. Government and time deposits.
Elimination of debits to U.S. Government ac-
counts at the reporting banks removed from
the series an irregular factor not related to
economic conditions. Debits to the Treasury
tax and loan accounts—the largest of U.S. Gov-
ernment accounts and also the most widely held
by commercial banks—reflect transfers of bal-
ances to the Treasurer's checking account at the
Federal Reserve Banks. Similarly, debits to the
accounts that the Directors of Internal Revenue
maintain with commercial banks in cities where
it is not convenient to maintain accounts with
Federal Reserve Banks have little or no rela-
tion to spending activities in the localities
concerned.4

The elimination of data for time deposits
permits a better measurement of the rate of
deposit turnover, which is one of the main uses
of the debits series. Since the turnover of time
deposits is very low compared with that of
demand deposits, the inclusion of debits to time
deposit accounts was felt to be producing dif-
ferences from center to center in velocity and
over periods of time that had no relation to
actual divergencies in economic conditions.
Rather, they were reflecting either (1) varying
proportions of time and demand deposits at
reporting banks in different centers, or (2)
varying proportions of savings deposited in
reporting banks and in nonreporting institutions
such as mutual savings banks.

Reporting centers. The national series for
which data are shown in this section includes
debits at reporting member and nonmember
banks in 344 centers throughout the United
States. This compares with 274 centers in 1941
and 194 centers in 1919. The increase in the
number of centers reflects—among other things
—growth in the population, increased banking

4 Certain miscellaneous Government accounts carried with
commercial banks, however—such as those of disbursing
officers, post exchanges, hospitals, and so forth—were not
entirely eliminated from the debits statistics, because they are
often carried in the same ledger with accounts of private
depositors. Because they might find it quite difficult to
separate debits to these miscellaneous accounts, reporting banks
are not required to exclude them from their debits statistics.

activity, and the need to increase coverage in a
particular State or Federal Reserve district.

The Board has published debits for all
reporting centers and subtotals for the groups
shown in the accompanying tabulation.

Before 1953
(1) New York City
(2 ) 140 other centers
(3) All other reporting centers

(beginning in 1942, approxi-
mately 200)

Beginning 1953
(1) New York City
(2) 6 other leading centers
(3) All centers excluding New York

City (343)
(4) All centers excluding New York

City and 6 other leading cen-
ters (337)

Six leading centers account for about one-
third of the debits at banks outside New York
City, and they provide a more significant com-
parison than the former series for 140 centers.
That series had been maintained principally
because of its continuity since 1919 on a fairly
comparable basis, but it included a number of
relatively small centers and excluded a number
of important ones for which figures were not
available back to 1919. The tabulations on
page 36 show the effects on reported figures,
in terms of percentages, of the various changes
in number of banks reporting in each center
from 1943 through 1964. The first shows per-
centage increases in reported debits; the second,
percentage decreases in reported debits; and
the third, percentage increases or decreases
resulting from corrections or revisions.

DESCRIPTION OF TABLES AND
SOURCES OF DATA

The following paragraphs describe in some
detail the nature of the statistics shown in
Tables 1-3.
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Table 7. Unadjusted monthly debits for the
five national classifications were first adjusted
for the calendar and working-day structure of
the individual month by use of the Census
Bureau's X-ll trading-day adjustment.5 The
resulting debits, after allowance for variations
in trading days, were then adjusted for seasonal
variation by the Census X-9 procedure.5 These
seasonal factors were reviewed and some ad-
justments were made, mainly to provide greater
stability in factors from year to year. The sea-
sonally adjusted aggregate series for all report-
ing centers was obtained by adding the figures
for New York and for 343 centers outside New
York. Seasonally adjusted data for "6 other
leading cities" were derived by subtracting fig-
ures for "337 other reporting centers" from
those for the 343 centers outside New York.

The annual rate of turnover for each year
was obtained by dividing total debits for the
year by the average level of demand deposits.
Average deposits for the year were derived
from reported totals for 13 dates—that is, for
the beginning of the year and for the end of
each month. Monthly turnover rates were
derived for each classification by correcting
reported monthly debits for trading-day varia-
tion, converting these totals to annual rates, and

5 U.S. Bureau of the Census. Technical Paper No. 15.: "The
X-ll Variant of the Census Method II Seasonal Adjustment
Program,'* U.S. Government Printing Office, Washington,
D. C, 1965. For a summary description of the X-9 version of
Method II, see Business Cycle Developments: Department of
Commerce, Bureau of the Census, March 1962, p. 62.

dividing by the average of deposits at the begin-
ning and the end of the month. The resulting
deposit turnover at annual rates was adjusted
for seasonal variation by the X-9 procedure
with minor modifications of computed seasonal
factors.

Table 2. Unadjusted debits for each of the
12 Federal Reserve districts for each year of
the period 1943-64 are shown in Table 2.

Table 3. Debits for individual reporting cen-
ters by years are shown in Table 3 for the
period 1941-64. For 1952, two sets of figures
are shown—before and after the 1953 revision
in which U.S. Government deposits and time
deposits were excluded—in order to provide
a measure of the effects of the revision. The
figures in parentheses after the names of the
centers designate the year when the center be-
gan to report debits, or when major changes
were made in the number of reporting institu-
tions or in geographic coverage.

Sources. Bank debits as shown in this sec-
tion were published monthly on a national
basis in the Federal Reserve Bulletin. Monthly
and annual totals, respectively, for each report-
ing center were published in the Board's G.6
release, which is available about the 15th of the
month following the report period, and in the
G.5 release, which is available in March. Sta-
tistics in the Bulletin and in the G.6 release also
included deposit turnover for the five national
classifications. Both debits and deposit turn-
over figures were shown before and after
adjustment for seasonal variations.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

November 1966


