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F or most types of trade 1946 was a year of dramatic 
change. New spending records were established. Scarci

ties appeared and disappeared with startling rapidity. The 
housewife, accustomed during the war years to her role as a 
huntress for scarce goods, found new obstacles to overcome 
during the last part of 1946 when the prices of the things she 
bought advanced almost from day to day. Scarcities of goods 
and high prices, however, did not prevent an all-time record 
amount of goods from passing through the channels of trade 
toward final consumption.

The consumers were largely responsible for the failure of 
postwar unemployment to materialize. By spending a greater 
proportion of their incomes in 1946 than they did during 
any war year, by drawing upon accumulated savings, and by 
making increased use of credit, they sustained nondurable- 
goods production at a level high enough to absorb many of 
the workers displaced by the discontinued war industries. In 
the Sixth District, which has a predominance of nondurable- 
goods industries and a dependence upon agricultural income, 
these demands sustained a level of income that may have ex
ceeded the record of 1945.

As prices advanced the consumers once again began to re
sume their peacetime function as the directors of production. 
The retailers found that there was a limit to the prices that 
their customers would pay. Demands that appeared to be un
limited disappeared whenever prices rose or declined suffi
ciently to make it possible for retailers to stock many goods 
that had formerly disappeared the moment they were placed 
on the shelves. Unrestricted prices proved to be very effective 
in rationing many types of goods. Butter, for example, which 
consumers had up to this time seemed willing to buy in un
limited quantities at any price, soon became plentiful at one 
dollar a pound. The increased production of many goods 
helped relieve scarcities, but the rationing effect of higher 
prices was also important in restoring many goods to dealers’ 
shelves.

Retail Sales
Sixth District consumers spent approximately 507 million 
dollars in Sixth District department stores alone in 1946. 
The greatest amount they had ever spent previously was in
1945 when the total amounted to 404 million dollars. In 1939 
department stores sold only 166 million dollars worth of 
goods. The 26-percent increase in department-store sales dur
ing 1946 over the level of 1945 was exceeded by an increase 
of 53 percent in sales at the furniture stores reporting to this 
bank. During 1946 the sales of Sixth District reporting jew
elry stores were 29 percent above the preceding year’s level.

Starting with a moderate increase of 15 percent above the 
previous year’s sales in January, sales every succeeding 
month at the Sixth District department stores exceeded those 
of the same month in the previous year. Apparently the 
stores’ customers were resolved to overcome all obstacles to 
buying. By September the increase was 38 percent for the 
District stores. Increases above the previous year’s sales were 
recorded in the remaining months of 1946. However, those 
interested in trends and not merely in changes from the pre
ceding year noted that, when account was taken of seasonal 
influences, sales during the last quarter of 1946 showed 
signs of leveling off. Despite the record-breaking sales in De
cember that brought the seasonally adjusted index of depart

ment-store sales for the Sixth District to 362, a figure much 
higher than that for December 1945, the index was below 
the peak of 367 percent of the 1935-39 average reached in 
September.

The value of Sixth District department-store sales at the 
end of 1945 when measured on a seasonally adjusted basis 
was much higher compared with the prewar average of 1935- 
39 than were those in all other districts. The District kept this 
lead until November 1946, when the Dallas District sales in
dex was higher. The Sixth District gain in 1946, however, as 
measured by the percentage increase in sales over those of
1945 was exceeded by the increases in seven of the other dis
tricts and equaled in three. The percent gain in the Atlanta 
District exceeded the increase in but two other districts. One 
of the reasons for this relative loss in position was the higher- 
than-national level of sales reached in the District during
1945 and the preceding war years. Different responses to the 
end of the war also explained the variations in the increase in
1946 over 1945 sales in the different cities of the District 
ranging from 9 to 37 percent.

Retail Prices
During 1946 the dollar became a less accurate measure of the 
physical volume of trade from month to month. It was a con
stantly shrinking yardstick particularly after the relaxation 
and the eventual removal of price controls. With such a yard
stick it is difficult to measure the actual quantity of the mer
chandise sold. Certainly the volume of goods did not increase 
as much as did the number of dollars spent. After price 
changes have been taken into account, it is doubtful that de
partment stores actually sold more physical units of goods in 
December 1946 than they did in December 1945.

Sixth District consumers spent more dollars in proportion 
to the volume of goods and services they received during
1945. The dollars that bought goods and services for moder- 
ate-income families in the District were worth 16 percent less 
in November 1946 than they were worth 12 months before. 
The consumer in Birmingham, for example, according to the 
Bureau of Labor Statistics, found on November 15 that he 
must pay 63 cents for eggs instead of the 47 cents he paid 
in March, for round steak 64 cents a pound instead of 38 
cents, and for a No. 2 can of tomatoes 20 cents instead of 13. 
Altogether the cost of his food bill was 40 percent above that 
of December 1945. The prices he paid for clothing had ad
vanced 11 percent, for housefurnishings 12 percent, and for 
fuel, electricity, and ice 7 percent. Only rent, on which con
trols had been retained, remained relatively unchanged. Sim
ilar changes had been taking place elsewhere in the District, 
and these increases were particularly pronounced during the 
latter months of 1946.

Because the increase in the income of the average consumer 
did not rise as much as did the increase in prices, he could 
only continue his purchasing by spending a larger propor
tion of his income than he had before either by using accumu
lated savings or by buying more of his purchases on credit. 
He could also cut down on the purchase of some commodities 
in favor of others that he felt were more essential. Many con
sumers throughout the District did all of these things.

For the United States as a whole the Department of Com
merce estimated that total income payments for the entire
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year of 1946 were about two percent higher than those for
1945. Consumer expenditures, however, were up 20 percent. 
They were two thirds above the prewar peak of 1941.

Consumers spent about 86 percent of their disposable in
comes during the first half of 1946, compared with the 72 to 
76 percent they spent during the war years. Despite the short
ages of many durable goods, they were spending almost the 
same proportion of their incomes that they did before the war. 
Of even more significance, they were spending a greater pro
portion of their incomes on nondurable goods than before 
the war— about 54 percent. As a consequence the proportion 
of the amount saved of disposable income has declined from 
28 percent in 1944 to about 15 percent in 1946.

In the Sixth District similar changes have been taking 
place. Because of the lower general level of incomes in the 
District compared with those in other sections of the country, 
it is likely that the proportion of income being saved here 
is lower than elsewhere. One indication of this tendency in 
the Sixth District has been the decline in the sale of Savings 
Bonds. During the first 10 months of 1946 the sales of Series 
E bonds in the Sixth District states were 58 percent smaller 
than those during the comparable period in 1945, compared 
with a national decrease of 53 percent. The sales of Series 
F and G bonds in the District during the same period declined
14 percent compared with a national increase of 24 percent. 
The redemptions of Series A through E bonds for the District 
states, however, were at a rate less than that for the United 
States— 16 rather than 20 percent higher.

Credit Expansion
The average buyer during the war became accustomed to 
paying spot cash for a greater proportion of the goods he 
bought rather than buying either on open-account credit or 
on the installment plan. When he did buy on credit he paid 
more promptly than he did before the war. Part of this 
change in spending habits, of course, was accounted for by 
the scarcity of certain types of goods of large unit cost that 
he would have customarily bought on credit and by the con
trol of credit through Regulation W. But as long as the cus
tomer had the cash in his pocket or in the bank he was more 
likely to pay for his purchases immediately. During the latter 
part of 1946, however, the Sixth District consumers, always 
greater users of credit than consumers elsewhere, began to 
resume their prewar credit-buying habits.

The experience of a group of department stores reporting 
their sales to this bank by type of payment probably demon
strates this tendency at other kinds of retail establishments 
during 1946. In the first quarter of that year these stores sold 
approximately the same proportion of their goods for cash 
as they did during the war years—60 percent. During each 
month after March the proportion of cash sales to total sales 
declined and was smaller than the proportion bought for cash 
in the same months in the previous year. By November cash 
sales were only one half of the total sales. In September 
more than four fifths of the total increase of sales during that 
month above those of September 1945 was accounted for by 
an increase in credit sales. In December had it not been for 
the increased credit sales, total sales would have been smaller 
than they were in December 1945. The gain in credit sales 
not only accounted for all of the increase in total sales but 
also offset the 14-percent decrease from the previous year’s 
level in cash sales. An expansion in open-account-credit sales 
was the chief factor in the total increase in credit sales.

S ix th  D istrict D e p a r tm e n t S to r e  T ra d e

TOTAL SALES reached STOCKS of merchandise on 
record levels in 1946. hand rose even more

rapidly.

CREDIT SALES expanded CREDIT OUTSTANDING 
more than cash sales. rose as a result.

CHANGES IN SALES BY CITIES showed marked 
differences.

NASHVILLE, TENN. 
ORLANDO, FLA. 
AUGUSTA, GA.
TAMPA, FLA.
MIAMI, FLA. 
CHATTANOOGA, TENN. 
ATLANTA, GA.
BATON ROUGE,LA. 
BRISTOL, TENN. 
MACON,GA.
NEW ORLEANS, LA. 
BIRMINGHAM, ALA. 
JACKSON VILLE, FLA. 
JACKSON, MISS. 
MONTGOMERY, ALA. 
MOBILE, ALA. 
COLUMBUS, GA. 
KNOXVILLE, TENN.

0 10 20 30 40
PERCENT INCREASE 

1946 COMPARED WITH 1945

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

January 31, 1947



6 M o n t h l y  R e v i e w  o f  t h e  F e d e r a l  R e s e r v e  B a n k  o f  A t l a n t a  f o r  J a n u a r y  1 9 4 7

Jewelry stores in the District reporting to this bank also 
found that if it had not been for the December increase in 
credit sales, total sales that month would have been below 
those of December 1945. As it was, total sales were only 
slightly larger. Cash sales were down 10 percent, whereas 
credit sales were up 24 percent. The furniture stores reported 
that their cash sales were Still 21 percent greater in November
1946 than they were 12 months before but that four fifths of 
the total increase in sales of 29 percent was accounted for by 
the increase in credit sales. Although credit sales had ex
panded, the average customer by the end of 1946 was still 
paying his bills at department stores about as promptly as 
he did during the war years. As a result of expanded credit 
sales during 1946, however, at the end of the year depart- 
ment-store charge accounts were up 45 percent and install
ment accounts 73 percent.

Part of the increase in the use of credit by the stores’ cus
tomers was caused by an increase in the availability of the 
goods that are ordinarily bought on credit. In department 
stores it was in departments that sold this type of merchandise 
that the most spectacular increases in sales took place. During 
the first 11 months of 1946 at a group of Sixth District de
partment stores reporting their sales by departments the 
value of the household appliances they sold was two and one 
third as much as the value of the amount they sold during the 
corresponding months in 1945. The value of radios sold was
14.5 times as great. Less spectacular but substantial increases 
in sales were reported for home furnishings at 65 percent and 
for silverware at 75 percent. Sales of nondurable goods such 
as clothing did not increase that much in percentage although 
the total value of the goods sold was more important in the 
total-sales figures. Sales of men’s and boys’ clothing were up 
33 percent, those of women and misses’ 17 percent, and the 
sales of piece goods 15 percent. In only three relatively minor 
departments were the sales smaller in 1946 than they were 
in 1945.

Inventories and Outstanding Orders
Although demands by consumers for the goods at the stores 
were great, the demands of the stores themselves were even 
greater. During 1946 the department stores received mer
chandise having an estimated value of 552 million dollars at 
retail prices. This sum was 9 percent greater than the 507 
million dollars these stores sold in 1946 and 36 percent 
greater than the merchandise received in 1945. The demand 
by the stores themselves for merchandise was, therefore, 
greater than was the 26-percent increase in sales. In an effort 
to keep pace with their customers’ demands, the stores in
creased their stocks and merchandise each month until by the 
end of the year the seasonally adjusted index of department- 
store stocks in the District almost reached its 1935-39 rela
tionship to sales.

During the first months of 1946 the apparent desire of c o n 
sumers to buy anything in sight, the delays in receiving mer
chandise, and the relative scarcity of many items led the 
stores to place unprecedentedly large orders with manufac
turers and wholesalers. In February outstanding orders at a 
group of Sixth District department stores were at the highest 
level they have been during four years of reporting. They 
were higher even after consideration was taken of the high 
level of sales. Outstanding orders plus stocks on hand 
amounted to five and a half times the value of the merchan
dise sold in February.

As the year progressed increasing quantities of goods be
came available more promptly. The ratio of merchandise re
ceived to orders outstanding at the beginning of the month 
increased each month beginning with August, and this increase 
was greater than can be explained by seasonal influences.

By the end of November a change in the trend became ap
parent when outstanding orders went down to the lowest point 
in relation to sales than they had been in any November for 
four years. Merchandise on hand plus outstanding orders for 
November amounted to 2.7 times that month’s sales. At the 
end of each November from 1943 through 1945 the ratio had 
been 4.5 on an average. The stores, as well as their customers, 
had evidently become more selective in their buying. There 
may also be an indication that the period of rapid inventory 
building was over. For the first time in four years outstanding 
orders in November had a value of less than the value of 
merchandise on hand.

The unbalanced nature of the inventories rather than the 
large over-all amount was the principal concern of those 
studying the growth in inventories during the past year. Con
cern was felt in some quarters that the stores might be ac
quiring high-priced stocks of inferior quality and that a sud
den decline in sales might find the stores in a very vulnerable 
position. The possible resulting cancellation or limitation of 
orders by the stores, it was believed, might in turn supply 
one of the steps in the downward spiral leading to a recession. 
However, as far as the dollar value of stock at Sixth District 
department stores reporting their sales and stocks by depart
ments was concerned, inventories did not appear to be so un
balanced in most departments that they could not be easily 
adjusted. The dollar figures, of course, do not reveal any
thing concerning the quality of the merchandise. Stocks of 
the basement departments, presumably representing the lower- 
priced grades of merchandise, were larger in relation to sales 
than they were in the main store. In some departments such 
as men’s clothing and household appliances even though the 
increases in stocks were very substantial compared with those 
of the year previously, the stocks were still low in relation to 
sales. Only a substantial over-all decline in sales would ap- 
year to present major difficulties.

Wholesale Trade
As would be expected during a period of inventory accumu
lation by retailers, the sales of many types of wholesalers 
increased during the latter part of the year at greater rates 
than did the sales of the commodities sold at retail. According 
to reports received by the Department of Commerce, for ex
ample, sales by reporting Sixth District wholesalers of shoes 
and other footwear showed high increases of from 17 to 43 
percent each month from January through July. These per
cent gains, however, were not as great as were the percent in
creases in the sales of shoes in department stores. During this 
period department stores reported no substantial increases in 
inventories. Beginning in August the relationship was re
versed, with the gains in sales at the wholesale firms exceed
ing those of the retailers. Reflecting this changed relationship, 
by the end of November the department stores reported 
stocks of women’s and children’s shoes 66 percent higher 
than they were at the end of November 1945 whereas sales for 
November were up only 6 percent and the sales of men’s and 
boys’ shoes were up 15 percent at the same time that stocks 
were up 36 percent. Gains in sales by wholesalers of drugs 
and sundries were less than the gains in sales of those items
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at department stores each month until May when the rela
tionship was reversed. The same relationships were found 
to exist where comparable data are available in other lines.

In addition the wholesalers themselves toward the latter 
part of the year were also building up inventories in many 
lines. Available data indicate that in some cases they built up 
their inventories comparatively early in 1946. Wholesalers of 
dry goods, for example, reported gains every month from 
January through June in inventories of from two to three 
times as great on a percentage basis as were the gains in sales. 
In other lines of wholesale business, the building up of stocks 
did not begin until sometime later in the year. The gains in 
inventories began to exceed gains in sales for full-line whole
salers of groceries in June, but the gains in stocks for whole
salers of automotive supplies did not exceed the gains in 
sales until October. On the other hand, during each month 
of the year the increases in sales reported by the general- 
hardware wholesalers exceeded the increases in inventories.

As in the case of retailers, the greatest percentage in
creases reported in sales were those of wholesalers of those 
commodities that have been in short supply during the war, 
such as electrical goods, machinery equipment and supplies, 
lumber and building materials, and industrial supplies.

The Problem and Opportunity in 1947
Rising prices, expanding credit, declining cash sales, and 
growing and, in some cases, unbalanced inventories, some be
lieve, all present the components of a repetition of the con
ditions prevailing in 1920. But, although these are all ingre
dients that make possible a recession, they do not necessarily 
represent the initiating forces leading to a decline in trade 
during the coming year. As in other economic matters, these 
factors are the result of actions both by those in control of 
business and credit and by those who buy the goods. The ways 
in which the problems are met and solved will be the initiat
ing factors either in maintaining a high level of trade dur
ing 1947 or in reversing the 1946 trend.

During 1946 the primary problem of trade was to find 
goods for the consumers to buy. The problem was not com
pletely met in all fields in 1946, but in many fields a solution 
was approached. During 1947 the problem will become one 
of assuring consumers the income with which to buy the 
goods that are available. Desires have not yet been satisfied. 
Transforming these wants into actual purchases depends both 
upon the ability of the consumers to pay for the merchandise 
and upon the level to which the merchandise is priced.

Many parts of the economy were beset with difficult recon
version problems during 1946. For the retailer, however, the 
most difficult reconversion problems may be yet to appear. 
During 1947 retailers may have to make price adjustments, 
meet changes in demands, and carry on credit operations 
free for the most part from Government control.

However wise the policies of those directing the course of 
Sixth District trade may be in 1947, their success in great 
part will, of course, depend upon how well the District econ
omy as a whole responds to its opportunities. If a high level 
of income can be assured, Sixth District trade may have the 
greatest opportunity yet presented to help maintain a higher 
standard of living in 1947 by performing its function of 
channeling the products of industry into the hands of the con
sumers. n m

Charles T. T aylor
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RETAIL FURNITURE STORE OPERATIONS

Item
Number

of
Stores

Reporting

Percent Change 
December 1946 from

Nov. 1946 Dec. 1945
Total sa les.......................................... 100 +  19 +  38

92 +  21 +  21
Installment and other credit sales. 92 +  17 +  43
Accounts receivable, end of month 99 +  io +  36
Collections during m onth............... 99 — 0 +  36
Inventories, end of m onth............... 79 — 5 +  71

RETAIL JEWELRY STORE OPERATIONS

Item
Number

of
Stores

Reporting

Percent Change 
December 1946 from

Nov. 1946 Dec. 1945
24 +  139 +  6

Cash sa les.......................................... 23 +  135 — 10
Credit sa les........................................ 23 ,+ 140 +  24
Accounts receivable, end of month 24 +  65 +  42
Collections during m onth............... 24 +  38 +  20

WHOLESALE SALES AMD INVENTORIES*

Items

Automotive supplies.
Shoes..........................
Drugs and su n d ries ..
Dry goods...................
Fresh fruits and

vegetables.............
Farm supplies...........
Confectionery...........
G roceries......... .........

Full lines.................
Specialty lines........

Beer..............................
General hardw are. . .  
Industrial supplies. . .  
Lumber and building

m aterials.................
Machinery, equip.

and supplies...........
Tobacco products___
Miscellaneous...........
Total............................

SALES
No. of 
Firms 

Report
ing

3
36

28
9
3 10
4

3
5

16
119

Percent Change 
Dec. 1946 from
Nov.
1946
— 24
— 4
— 15
— 52

+  1 
+  9 
+  10

— 17
— 3 
+  14— 11
— 29

— 53

— 5 
+  7
—  1 
— 16

Dec.
1945
+  9 
+  57 
+  5 
+  152

— 12 
+  27 
+  51

+  18 
+  26 
+ 21 
+. 43 
+  39

+  40

INVENTORIES
No. of 
Firms 

Report
ing

14
6

19
52

Percent Change 
Dec. 31# 1946/ from
Nov. 30, 

1946
+  40 

+  *32

+  5 
— 5

+ *i6

Dec. 31# 
1945
+  98 

+  *58

+  60 
+  25

+  *49

+ 20 
+  44

*Based on U. S. Department of Commerce figures

DEPARTMENT STORE SALES AND STOCKS

Place

ALABAMA 
Birmingham...
Mobile.............
M ontgom ery.... 

FLORIDA 
Jacksonville.
Miami...............
O rlando...........
Tampa.............

GEORGIA
Atlanta.............
A ugusta...........
Colum bus........
Macon...............

LOUISIANA 
Baton R ouge .., 
New O rleans.. 

MISSISSIPPI
Jackson........... .

TENNESSEE
Bristol...............
C hattanooga....
Knoxville..........
Nashville..........

OTHER CITIES* 
DISTRICT

SALES
No. of 
Stores 
Report

ing

3
4 
46

18
94

Percent Change 
Dec. 1946 from
Nov.
1946

+  36 
+  38 
+  36

+  35

Dec.
1945

+  19
+  25 
+  13

+ 21 
+  37 
+  27
+  29

+  24
+  32
+  15
+  14

+  17

+  27
+  23
+ 4
+  24
+  18
+  23

INVENTORIES
No. of 
Stores 
Report

ing

3
3

5
26
70

Percent Change 
Dec. 31/ 1946/ from
Nov. 30/ 

1946

• 21 
•*i7

— 11

— 20 
— 28

— 25

— 20
— 9

— 18

— 18 
+  15

-̂ *20
— 13
— 16

Dec. 31/ 
1945

+  105 

+ii§

+  114

+  70 
+  96

+ *66
+ 110 
+  138

+ 120
+.115 
+  99

+  *72 
+  64 + 88

*When fewer than 3 stores report in a given city, the sales or stocks are 
grouped together under "other 011168.“___________________ >____________
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