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Sales of Government securities under the Third War Loan, 
on the basis of tabulations made through September 30, 
reached a total of $15,532,000,000, and it is apparent that the 
$15,000,000,000 national goal will be exceeded by a consid
erable margin when the drive is ended (October 2) and final 
sales reports have been compiled. New York State surpassed 
its original goal of $4,709,000,000 on September 27 and the 
State War Finance Committee set a new goal of $5,000,000,000; 
total sales through September 30 amounted to $5,049,000,000.

Gross sales of Government securities for the Second Federal 
Reserve District (New York State and portions of New Jersey 
and Connecticut) under the drive amounted to $6,000,000,000 
through September 30. The amount credited to the District 
was about $300,000,000 less than this, however, as a result of 
net credits to other districts for subscriptions entered here. Net 
transfers from New York City were even greater than the 
District total, reflecting the fact that the Second District out
side New York had the benefit of transfers from New York 
City and to a smaller extent from other districts. Subscrip
tions entered in New York City through September 30 ap
proximated $5,300,000,000 and the amount credited to the 
City (taking account of net credits to other centers) came 
to $4,503,000,000. The goal for New York City was 
$4,166,000,000, or 27.8 per cent of the sales objective for 
the country as a whole.

Aside irom the net transfers to other centers of credit for 
subscriptions entered through New York City banks, there 
were heavy net transfers of commercial and financial funds 
from New York City to other centers, not only during the 
course of the drive but also during the weeks immediately prior 
to its official opening on September 9. These transfers, which 
came to $1,000,000,000 between August 18 and September 
22, undoubtedly reflected in large part shifts of funds out of 
the City for purposes of entering subscriptions elsewhere under 
the War Loan drive. Thus, despite the emphasis placed upon 
the disruptive character of transfers of funds for this purpose, 
there was an outward movement of funds from New York 
City, associated with the drive, which far exceeded the 
outward transfers which had occurred during the two pre
ceding major loan drives. When subscriptions are entered 
with banks other than those in which the subscribers’ funds

are ordinarily held, bank reserve positions are unnecessarily 
disturbed by the consequent shifts of deposits, and the smooth 
working of the War Loan deposit account mechanism, which 
is designed for transfers of funds from private to Government 
accounts on the books of the same bank, is upset.

As a partial offset to the losses of reserve balances resulting 
from the transfers of funds to other centers, the New York 
City banks, as in the case of member banks generally, experi
enced a considerable decline in their reserve requirements 
associated with the transfer of deposits from customers’ ac
counts (against which legal reserve requirements apply) to 
War Loan deposit accounts (against which reserve require
ments have been suspended). The reduction in reserve re
quirements of the central reserve New York City banks was 
considerably smaller than would have been the case if the 
increase in War Loan account deposits had been accompanied 
by an equivalent contraction in customers’ deposits. For the 
weekly reporting group of member banks in New York City, 
United States Government deposits increased $3,400,000,000 
during the two weeks ended September 22, while the contrac
tion in adjusted demand deposits was less than $2,200,000,000. 
The failure of adjusted demand deposits to show a larger drop 
was primarily the result of operations by these banks which 
had the effect of providing, to customers and others, funds for 
use in making purchases of Government securities under the 
Third War Loan drive. Loans to brokers and dealers together 
with other loans for the purpose of purchasing or carrying 
securities increased $664,000,000 during the two weeks, and 
the New York banks purchased substantial blocks of Govern
ment securities sold by insurance companies and other in
vestors. The latter investors employed the proceeds from such 
sales, together with previously accumulated cash resources, in 
entering subscriptions for the new issues.

Principally as a result of the transfers of funds to other 
centers, but also to some extent as a result of their large market 
purchases of Government securities, the capacity of the New 
York City banks to reacquire bills previously sold to the 
Reserve Bank under repurchase option was limited, and the 
New York Reserve Banks portfolio of Treasury bills against 
which New York City member banks held repurchase options 
showed only a moderate net contraction during September.
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Changes in Holdings of Government Securities 
by the Weekly Reporting Member Banks 

(In millions of dollars)

Week ended

Aug. 4 . 
Aug. 11 . 
Aug. 18 . 
Aug. 25.

Sept. 1 . 
Sept. 8. 
Sept. 15. 
Sept. 22.

Aug. 4 . 
Aug. 11 . 
Aug. 18 . 
Aug. 25 .

Sept. 1. 
Sept. 8. 
Sept. 15. 
Sept. 22.

Bills Certificates Notes Bonds Guaranteed Total

New York City

—  99 
+  16 
— 281

—  15 
4-332 
-f- 43

+192 
— 22 
+  34 
+  51

+  13 
+206  
— 21

—  15
— 2 
+ 2 — 20
— 21 
+ 14 
+  18*

+  18 
+  3 
+  56 
+  37

+  31 
— 12 
+  98 
+  25

+  32 
+  40 
—  3 
+  5

+ 4 
+  9 
+ 9 
+  24

+  141 
—  80 
+105 
— 208

—  92 
+  9 
+663  
+  62

100 Other Cities

— 154
—  25 
+ 2 
— 173

—  56 
+  61 
+365  
+  44

+378 
+ 4 — 12 
— 21
+ 10 
+  9 
+247 
+159

+  35 
+ 20 
— 12 
+ 10
+  24 
+  25 
_  7* 
+ 14

—  14 
+  54 
+  50 
+ 21
+ 6 + 8 
+103 
+  85

+ 6 0
+  4 
+ 6
—  1
+ 1 0
— 1

+251 
+  53 
+  32 
— 157

—  17 
+104  
+708  
+301

* On September 15, $279,000,000 of 1 per cent Treasury notes matured and were 
paid off.

The increase of $297,000,000 in Treasury bill holdings of the 
weekly reporting member banks in New York City between 
September 1 and September 29 was cliiefly accounted for by 
purchases of the weekly offerings in excess of maturities and 
by acquisitions of bills previously held by insurance companies 
and other investors as short term investments in anticipation 
of the drive. Over the same four weeks’ period the weekly re
porting New York banks showed net increases of $193,000,000 
in their holdings of certificates of indebtedness, $25,000,000 
in Treasury notes, $154,000,000 in Treasury bonds, and 
$59,000,000 in Government guaranteed obligations. New 
York City security dealers, as well as the banks of the City, 
absorbed already outstanding Government securities disposed 
of by insurance companies and other investors shifting into 
the securities offered under the War Loan drive.

Excess  R eserves o f  A l l  M em ber  Ba n k s

After having fluctuated within a general range of $1,000,- 
000,000 to $1,300,000,000 during July and August, excess 
reserves of all member banks rose as high as $2,050,000,000 on 
September 15 and still amounted to $1,810,000,000 Septem
ber 29. A principal factor in the expansion in excess reserves 
during the two weeks ended September 15 was a large excess 
of Treasury expenditures over receipts. Withdrawals from 
War Loan account depositaries were limited to $568,000,000 
during the week ended September 8, and to only $282,000,000 
during the week ended the 15 th, with the effect of substan
tially exhausting Treasury deposits with the Federal Reserve 
Banks and creating a need, beginning September 8, for tem
porary borrowing by the Treasury from the Federal Reserve 
Banks on special certificates of indebtedness. This special 
borrowing reached a maximum of $424,000,000 on Septem
ber 15, when the Treasury was called upon to redeem a

maturity of $279,000,000 of 1 per cent Treasury notes and to 
meet more than $275,000,000 of quarterly interest payments 
on the public debt. The special borrowing was paid off on 
September 16 and 17 as quarterly income tax collections and 
cash receipts from the sale of securities under the Third War 
Loan, supplemented by further small withdrawals from War 
Loan accounts, resulted in heavy excesses of Treasury receipts 
over expenditures. Chiefly as a result of further large income 
tax collections, Treasury cash receipts continued to run ahead 
of expenditures through September 29 and on the latter date 
Treasury deposits with the Federal Reserve Banks reached a 
level of $682,000,000.

While the reversal in the Treasury’s cash position following 
the 15 th tended to draw down member bank reserve balances, 
falling reserve requirements, associated with the War Loan 
drive, provided a counterweight to this influence and excess 
reserves of all member banks continued to run considerably 
above their level of July and August. Reserve requirements 
began to drop on September 10, as a consequence of sales of 
securities on the 9th, which was the opening day of the drive, 
and the decline in reserve requirements for all member banks 
between September 9 and 29 was $1,690,000,000. As in 
the case of the New York City banks, the drop in reserve re
quirements for all member banks would have been even larger 
had it hot been for substantial market purchases of already 
outstanding Government securities made by the banks during 
the course of the drive and expansion in loans made to finance 
the purchasing or carrying of Government securities.

Despite the substantial strengthening of member bank re
serve positions, Treasury bill holdings of the Federal Reserve 
Banks increased $79,000,000 to $5,852,000,000 during the 
week ended September 8, and dropped only $252,000,000 
during the following three weeks. Federal Reserve holdings 
of certificates of indebtedness showed a net increase of 
$165,000,000 between September 1 and 29 and holdings of 
Government securities of all classes by the Reserve Banks 
showed a net reduction of only $18,000,000 over the Septem
ber 1-29 period.

Money Rates in New York

Sept. 30,1942 Aug. 31, 1943 Sept. 30,1943
Stock Exchange call loans....................... 1 1 1
Stock Exchange 90 day loans................. n x *1H *1HPrime commercial paper— 4 to 6 months 5A -MBills—90 day unindorsed.........................
Average yield on tax-exempt Treasury

7A  ' % 7A
bonds (not callable within 12 years). . 

Average yield on taxable Treasury bonds
2.05 1.82 1.80

(not callable within 12 years).............
Average rate on latest Treasury bill sale

2.35 2.29 2.30

91 day issue............................................
Reserve Bank discount rates:

On advances to member banks secured 
by Government obligations callable

0.373 0 .374f 0.375

or maturing in one year or less.........
On other advances to member banks 

secured by Government obligations,
and on rediscounts..........................

Reserve Bank buying rate for 90 day
1 1 1

indorsed bills........................................... y*

* Nominal. f  92 days.
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Despite the effect of the Current Tax Payment Act in re
ducing or eliminating quarterly income tax liabilities for many 
individuals in September, income tax collections during the 
month apparently ran in excess of 14,000,000,000, in compari
son with $3,800,000,000 collected during June. Withheld 
taxes, which are being paid over to the Treasury currently, 
provided an additional $650,000,000 of income tax receipts for 
the month.

MEMBER BA N K  CREDIT
Between August 25 and September 22 total loans and invest

ments of the weekly reporting member banks in 101 leading 
cities rose $3,405,000,000. Half of the increase was the result 
of enlarged holdings of Government securities; the other half 
was chiefly accounted for by a $775,000,000 increase in loans 
to brokers and dealers in securities, a $365,000,000 increase 
in other loans for purchasing or carrying securities, and a 
$393,000,000 rise in commercial, industrial, and agricultural 
loans. The growth in loans and investments over the four 
weeks’ period was closely identified with the Third War Loan 
drive. Although securities were not offered to commercial 
banks during the drive, the banks provided large amounts of 
funds for use by others in entering subscriptions to the new 
issues— through loans and through market purchases of already 
outstanding Government securities. In either case, funds were 
made available to nonbanking investors with the effect of in
creasing their capacity to purchase new securities over the 
course of the drive.

Along with the expansion in earning assets, total deposits 
rose sharply, and the composition of the deposit total under
went another marked change. During the four weeks ended 
September 22 Government deposits of the weekly reporting 
member banks rose $6,373,000,000, while adjusted demand 
deposits (principally deposits of individuals and business con
cerns) declined $3,521,000,000. The smaller drop in adjusted 
demand deposits than the increase in Government deposits was

1942 1943

Loans and Investments, Demand Deposits Adjusted, and U. S.
Government Deposits of Weekly Reporting Member

Banks in New York City

due to the fact that additional private deposits were created 
by the expansion in loans and investments.

As the accompanying charts indicate, changes in total earn
ing assets and deposits of the New York City banks and of the 
banks in 100 other cities followed the same general pattern 
during the three War Loan drives. For both groups of banks 
loans and investments and total deposits tended to rise sharply, 
and there were substantial shifts of funds from private to War 
Loan account deposits.

Between War Loan drives, however, changes in member 
bank credit have followed somewhat different patterns. In 
New York City, loans and investments and total deposits have 
tended to decline, while in the 100 other centers the reporting 
banks have continued to expand their earning assets. To meet 
large losses of funds, New York City banks reduced their hold
ings of Treasury bills more than $1,100,000,000 between 
May 12, shortly after the close of the Second War Loan, and 
September 8, just prior to the start of the Third War Loan. 
In the same period, these banks made net purchases of nearly 
$500,000,000 of other types of Government securities, but 
most of this expansion was offset by a decline in loans, to a 
considerable extent reflecting the repayment of loans made 
for the purchase of Government securities during the Second 
War Loan. Although member banks in the 100 other cities 
reduced their holdings of Treasury bills about $650,000,000 
between May 12 and September 8, these banks purchased 
nearly $1,700,000,000 of other classes of Government securi
ties, and the decline in loans was only about $170,000,000.

As the Treasury made withdrawals from its War Loan ac
count deposits following the close of the drives, adjusted de
mand deposits were rebuilt in the New York City banks to a 
considerably less extent than in the banks in 100 other cities. 
By September 8 adjusted demand deposits of the reporting 
banks in 100 cities were nearly $2,400,000,000 above the peak 
prior to the April drive, while in New York City they were 
only $840,000,000 above the previous high.

BILLIONSOF DOLLARS

Loans and Investments, Demand Deposits Adjusted, and U. S.
Government Deposits of Weekly Reporting Member

Banks in 100 Cities Outside New York City
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R E S U R V E Y  O F  T H E  D I S T R I B U T I O N  O F  D E M A N D  D E P O S I T S

During the first seven months of this year, demand deposits 
of individuals, partnerships, and corporations for banks in the 
Second District increased at an average rate of a little more 
than 2 per cent a month. This rate of increase, for banks 
both in and outside New York City, was about the same as 
the average rate for banks in the country as a whole; in 1942, 
however, the increase for New York City was much smaller 
than that for either the Second District outside New York or 
the entire country.

Earlier this year, the Federal Reserve Banks made an 
exploratory survey of the distribution by type of owner, as 
of March, of the larger deposit accounts of individuals, partner
ships, and corporations. In the Second District 17 member 
banks participated. For the present study, as of July, 98 
banks in this District cooperated, and the study is far more 
comprehensive in coverage. The banks were chosen with a 
view toward achieving as representative a sample as possible, 
while confining the study within workable limits. An attempt 
was made to include banks of various size groups as well as 
geographic areas. While the sample included only 12 per cent 
of the 801 member banks in the District, those included held 
about 82 per cent of the demand deposits of individuals, part
nerships, and corporations of all the District member banks. 
The fact that member banks account for roughly 96 per cent 
of the deposits of all commercial banks in the District gives 
the sample added significance. The 98 reporting banks held 
nearly $14,000,000,000 in demand deposits of individuals, 
partnerships, and corporations. They classified only about 3 
per cent of their 1,327,000 accounts but the classified accounts 
comprised roughly two thirds of the dollar volume of their 
demand deposits of individuals, partnerships, and corpora
tions— some $9,000,000,000. The remaining one third repre
sent deposits which were smaller than the limits used for this 
report by the participating banks.

As indicated in Table I, three quarters of the total classified 
demand deposits in the 98 banks fell in the general category

Table I
Distribution, by Type of Owner, of Demand Deposits of Individuals,
Partnerships, and Corporations in 98 Banks in the Second Federal 

Reserve District, July, 1943

T y p e  o f  ow n er
D o lla r  

a m o u n t  
(In  m illion s)

P er  ce n t  
o f  to ta l 
c lassified

P er  cen t 
o f  to ta l 
d e p o s its

N o n fin a n c ia l busin ess 
M a n u fa c tu r in g  a n d  m in in g .................. 4 ,8 3 9 .5 5 2 .9 3 5 .1
P u b lic  u tilities , tra n sp o rta t io n , a n d  

c o m m u n ic a t io n ......................................... 1 ,1 0 9 .8 1 2 .1 8 .1
R e ta il a n d  w h olesa le  tra d e  a n d  dea lers 

in  c o m m o d it ie s ......................................... 6 3 1 .4 6 .9 4 .6
A ll o th e r  n on fin a n cia l bu sin ess, in 

clu d in g  co n s tru c tio n  a n d  serv ices . . 2 8 3 .5 3 .1 2 .0

T o t a l .................................................... 6 ,8 6 4 .2 7 5 .0 4 9 .8

F in a n c ia l b u s in e ss ............................................ 1 ,5 8 4 .4 1 7 .3 1 1 .5
N o n p ro f it  o r g a n iz a t io n s ............................... 1 3 5 .0 1 .5 1 .0
P e rs o n a l (in c lu d in g  fa r m e r s ) ..................... 5 6 7 .9 6 .2 4 .1

T o t a l  class ified  d e p o s i t s ............................... 9 ,1 5 1 .5 1 0 0 .0 6 6 .4
T o t a l  u n c la ssified  d e p o s i t s .......................... 4 ,6 3 3 .4 3 3 .6

T o t a l  d e m a n d  d e p o s its  o f  in d iv id u a ls , 
pa rtn ersh ip s , a n d  co r p o r a t io n s ........... 1 3 ,7 8 4 .9 1 0 0 .0

of nonfinancial business. Within this group, manufacturing 
and mining firms accounted for the bulk of deposits, and 
public utilities and wholesale and retail trade establishments 
owned most of the remainder. Financial business had about
17 per cent of the deposits classified by reporting banks, per
sonal accounts 6 per cent, and nonprofit organizations about
1 per cent. It must be borne in mind that limiting the classifi
cation to large accounts tends to overemphasize the importance 
of the balances of large industrial and financial organizations, 
and to minimize the importance of personal and small trade 
balances. A substantial part of the unclassified deposits prob
ably fall into the categories of personal and trade accounts.

The data in Table II show clearly the wide differences in 
the percentage distributions of classified deposits, both between 
banks of various size groups and between deposits of different 
size in any particular group of banks. As an example of the 
variation in the distribution of deposits from one size bank 
to another, column 5 of Table II reveals that nonfinancial busi
ness accounted for 81 per cent of the classified deposits of 
more than $100,000 in banks whose total deposits range from 
$10 millions to $50 millions; that financial accounts amounted 
to 16 per cent; and that personal accounts comprised 2 per cent. 
In contrast, nonfinancial establishments owned 75 per cent of 
similarly classified deposits in banks whose total deposits ex
ceeded $250 millions (column 7 ); financial accounts amounted 
to 18 per cent; and personal accounts to 6 per cent. The dis
tribution of accounts ranging from $10,000 to $100,000 shows 
similar variations between banks of different size.

Other interesting variations are apparent in the distribution 
of deposits of different size ranges within the same size banks. 
For example, in banks with deposits of less than $10 millions, 
42 per cent of all accounts between $3,000 and $10,000 were 
personal (column 1), while only 15 per cent of all accounts 
over $10,000 fell in this category (column 2). Manufactur
ing and mining accounts comprised only 8 per cent of all 
accounts between $3,000 and $10,000, but 41 per cent of the 
accounts over $10,000.

Among other conclusions that may be reached from this 
study, it would appear that, while significant differences occur 
in the distribution of deposits falling within a particular range 
in banks of varying size, even more important differences in the 
distribution of deposits are evident between accounts of differ
ent sizes in banks of the same size.

C h a n g e s  Be t w e e n  M a r c h  a n d  Ju l y

While the scope of the March survey was limited, figures 
for seventeen banks which reported for both March and July 
provide some basis for appraising changes that occurred 
between the two months in the distribution of deposits in 
identical banks. The data for accounts over $100,000 in New 
York City banks indicate a decrease between March and July 
of 25 per cent in the balances of insurance companies, and 
a reduction of about 28 per cent in the personal account
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Percentage Distribution, by Type of Owner, of Classified Demand Deposits of Individuals, Partnerships, and Corporations, 
According to Size of Accounts in Different Size Banks, Second Federal Reserve District, July, 1943

Table II

T y p e  o f  ow n e r

A c co u n ts  o f  
$ 3 ,000  to  $10 ,00 0

A c co u n ts  
o v e r  $10 ,000

A c co u n ts  o f  
$ 10 ,00 0  to  $10 0 ,0 00

A c co u n ts  
o v e r  $10 0 ,0 00

Size o f  b a n k  m ea su red  b y  ra n ge  o f  d e p o s its  in  m illion s  o f  d o lla rs

U n d er 10 
(1)

U n der 10 
(2)

1 0 -5 0
(3)

5 0 -2 5 0
(4)

1 0 -5 0
(5 )

5 0 -2 5 0
(6)

O v e r  250  
(7 )

M a n u fa c tu r in g  a n d  m in in g ................................................................. 8 .1 4 1 .1 2 7 .2 2 8 .2 5 3 .3 5 3 .7 5 3 .9
(a ) M e ta l m in in g  a n d  m e ta l m a n u fa ctu re s , in c lu d in g

m a ch in e ry  a n d  tra n sp o rta tio n  e q u ip m e n t ............. 1 1 .4 1 6 .1 3 7 .3 3 3 .0 3 2 .8
(b ) A l l o th e r  m a n u fa ctu rin g  a n d  m in in g ........................ 1 5 .8 1 2 .1 1 6 .0 2 0 .7 2 1 .1

P u b l ic  u tilities, tra n sp o rta tio n , a n d  co m m u n ica t io n s  . . . . 2 .0 6 .1 3 .8 2 .4 1 6 .8 1 4 .6 1 2 .3
R e ta il a n d  w holesa le  tra d e  a n d  dea lers in  co m m o d it ie s . . 2 8 .3 1 9 .2 2 2 .7 1 8 .5 8 .5 9 .8 6 .0
A ll o th e r  n on fin a n cia l busin ess, in c lu d in g  co n s tru c tio n

a n d  s e r v ic e s .............................................................................................. 1 0 .4 6 .0 8 .4 8 .2 2 .5 2 .8 2 .9

T o t a l  n o n fin a n c ia l........................................................... 4 8 .8 7 2 .4 6 2 .1 5 7 .3 8 1 .1 8 0 .9 7 5 .1

In su ra n ce  c o m p a n ie s ............................................................................... 3 .9 5 .8 2 .4 5 .7 7 .7
T ru s t  fu n d s  o f  b a n k s .............................................................................. 0 .3 3 .5 3 .0 4 .6
A ll  o th e r , in c lu d in g  in v e s tm e n t, lo a n , a n d  rea l esta te

busin ess, e t c .............................................................................................. 1 3 .5 9 .4 9 .7 3 .3 5 .5

T o t a l  f in a n c ia l ................................................................... 4 .9  . 9 .9 1 7 .7 1 5 .2 1 5 .6 1 2 .0 1 7 .8

N o n p ro f it  o r g a n iz a t io n s ........................................................................ 4 .1 3 .1 3 .6 3 .4 0 .9 2 .9 1 .3
P e r s o n a l .......................................................................................................... 4 2 .2 1 4 .6 1 6 .6 2 4 .1 2 .4 4 .2 5 .8

(a ) F a r m e r s ........................................................................................ 4 .3 1 .3
(b ) O th e r  p e rson a l a c c o u n t s .................................................... 3 7 .9 1 3 .3

T o t a l  classified  d e p o s i t s ........................................................................ 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0

balances. For the banks outside New York City two categories 
of classified deposits (in this instance deposits in excess of 
$10,000 or $25,000) declined— insurance companies (67 per 
cent) and nonprofit organizations (6 V2 per cent). Manu
facturing and mining accounts were enlarged by 15 per cent, 
trade balances increased 18 per cent, and the "all other” category 
of the financial business grouping rose 39 per cent.

The factors underlying the various changes in recent months 
are for the most part quite obvious: large purchases of 
Government bonds in April by insurance companies and 
wealthier individuals, the inability of manufacturing and trade 
establishments to replace inventories or use depreciation and 
other reserves, and the continued high levels of Government 
expenditures.

Many of the differences in the experience of the New York 
City banks and the banks outside New York City are doubt
less accounted for by the concentration of investment funds 
in New York City. Placing the lower limit of classified 
deposits at $100,000 for banks in New York City gives added 
weight to those types of accounts in which, at the time of 
the March survey, substantial accumulations were being car
ried in anticipation of the Second War Loan drive. Very 
heavy purchases of Government securities were made from 
these accounts during the Second War Loan, and it is apparent 
that, except in the manufacturing, mining, and construction 
category, they had not, by July, been fully replenished. Had 
the recent survey been made in the latter part of August—  
a date more comparable with the March survey in respect to 
a major war financing program— many of these balances 
might possibly have been restored to their March levels in 
anticipation of further large purchases of Government securi
ties during the Third War Loan drive.

SECURITY MARKETS
After a few weeks of relative inactivity, trading in the Gov

ernment security market increased in volume during the week 
ended September 15. The increased activity reflected purchases 
by commercial banks of substantial amounts of certificates and 
Treasury bonds from insurance companies, savings banks, and 
other corporations, which were obtaining additional funds for 
investment in new issues offered during the Third War Loan 
drive. Yields on intermediate term tax-exempt bonds and the 
longer maturities of certificates declined during this period, as 
a result of the commercial bank demand, which was stimulated 
by a sharp increase in excess reserves. Yields on long term 
tax-exempt and intermediate taxable bonds also declined 
slightly. After the middle of the month, the volume of trading 
diminished and yields on the longer maturities of certificates 
rose to levels prevailing early in the month, while other securi
ties remained virtually unchanged. Commercial banks con
tinued to show buying interest in the 3 V a  per cent Treasury 
bonds, which can be exchanged in October for new 2 per cent 
bonds; this interest was encouraged by reports on the success 
of the War Loan drive, which indicated that banks might be 
unable to fill their requirements through subscription to the 
two issues to be offered to commercial banks after the close of 
the drive.

Stock prices during September moved within narrow limits 
in a market slightly more active than in August. A  minor 
upward tendency that was present for a short time following 
the fifteenth of September leveled off toward the end of the 
month. Standard and Poors price index of 90 combined stocks 
rose about 2 V2 per cent over the month, with the percentage 
gains about equally distributed among rails, utilities, and in
dustrials. By late September, stock prices in general had re-
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covered about half of the decline which took place between 
July 14 and August 2, but they were still about 4 per cent 
below the July high.

Activity in the bond market also increased in September, 
with most of the increase taking place after the fifteenth of 
the month. Prices showed little net change for the month. 
Moody’s index of yields on high grade bonds stood at 2.71 per 
cent toward the close of September compared with 2.69 per 
cent at the end of August, while the Baa index of medium and 
lower grade bond yields rose slightly to 3.83 per cent. Stand
ard’s index of municipal bond yields, which had increased 
two points to 1.93 per cent in the week ended September 1, 
declined to 1.92 per cent on September 8 and remained at 
that level through September 29.

FOREIGN EXCHANGES
The largest fluctuation in New York foreign exchange rates 

during September occurred in the "free” quotation for the 
Swiss franc. The decline in this exchange, which had been in 
progress since early in July, was accelerated during the past 
month and by September 24 the rate had dropped about 4 Vi 
cents, or 14 per cent, from the level prevailing at the end of 
August, to be quoted at $0.2855, the lowest since April. In 
the last few days of the month, the quotation firmed slightly 
to close the month at $0.3000.

The Canadian dollar also tended lower in the unofficial 
market during September, especially in the early part of the 
month, when the rate declined from $0.9056Va on August 31 
to as low as $0.9012 Vi on September 8. This reaction, which 
brought the currency to the lowest level since the middle of 
June, was reported to have been due, at least in part, to either 
the actual or anticipated repatriation through the unofficial 
market of dividend and interest payments on American-held 
Canadian securities. Although these Canadian funds under 
normal circumstances would presumably be exchanged at the 
official rate, the unofficial quotation (even at the low of 
$0.9012V^), was above and, therefore, more attractive than 
the official rate of $0.9009, at which the Canadian control 
makes United States dollars available against Canadian dollars. 
Later in the month, the unofficial quotation rose slightly to 
close at $0.9018%. The only other appreciable fluctuation in 
Western Hemisphere rates occurred in the Cuban peso, which, 
after maintaining a level around par for about a month, ad
vanced on September 15 to a slight premium against the 
dollar.

PRODUCTION AND TRADE
Production and trade in August, after allowance for seasonal 

movements, showed little change from the preceding month, 
although seasonally adjusted output of several major industries 
continued to rise. Daily average production of steel increased
2 Vi per cent, and of pig iron 6 per cent. Output of crude 
petroleum is estimated to have been the highest of any month 
on record.

The War Production Board announced that munitions manu
facturing showed a 4 per cent gain in August, with notable 
increases in the completion of naval vessels and the production 
of certain types of artillery and signal equipment. Deliveries 
of airplanes totaled 7,612, compared with 7,373 in July, and 
the trend was toward heavier models. Electric power pro
duction rose still further above the record high levels already 
attained.

Among those industries showing declines during August 
were anthracite coal mining and residential building. Rayon 
deliveries also decreased and were the smallest since Novem
ber, 1942. Since June daily average cotton consumption has 
fallen progressively below the levels of 1942, and in August 
was 13 per cent less than a year earlier. During the summer 
months temporary shutdowns to allow for repairs were re
ported by many textile mills; and output, especially that of 
mills in the South, was affected by difficulties in replacing 
draftees, and workers who left for more highly paid jobs in 
war industries.

The volume of retail distribution was about the same in 
August as in July. After allowance for seasonal factors, de
partment store sales remained unchanged, and sales of gro
cery and variety chains declined 1 and 2 per cent, respectively, 
while sales of mail order houses advanced 3 per cent. A  less 
than seasonal expansion in ton miles of railway freight is 
indicated for August by preliminary estimates based on cat 
loadings and freight revenues.

Reports that are now available for recent weeks indicate 
that output of certain important industries has been rising 
above August levels. In the last week of September the rate 
of operations at steel mills reached 100.8 per cent of estimated 
capacity, which was equivalent to a weekly production ol

1942 1943

August June July August

Indexes of Production and Trade*
(100 =  estimated long term trend)
Index of Production and Trade. J.v----- - 120 123 127p 127p

Production................................................. 128 132 133p 133p

Producers’ goods— total...................... 160 166 166p 166p
Producers’ durable goods............... 191 194 194p 195p
Producers’ nondurable goods......... 126 133 133p 133p

Consumers’ goods— total.................... 88 85 88p 89p
Consumers’ durable goods............. 39 30 27 p 26 p
Consumers’ nondurable goods. . . . 104 104 108p IlOp

Durable goods— total.......................... 146 146 145p 145p
Nondurable goods— total................... 113 116 118p 119p

Primary distribution................................ 135 151 165p 164p
Distribution to consumer....................... 91 82 8 5p 84p
Miscellaneous services............................. 129 165 170 p 17 lp

Cost of Living, Bureau of Labor Statistics
(100 — 1935-39 average)............................. 118 125 124 123p

Wage Rates
(100 — 1926 average)................................... 140 152 153p

Velocity of Demand Deposits* 
(100 =  1935-39 average) 68New York City............................................. 71 71 68
Outside New York City.............................. 87 75 76 77

p Preliminary. * Adjusted for seasonal variation.
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1,756,900 net tons of steel ingots and castings. This jfigure 
was the highest weekly output ever recorded by the American 
Iron and Steel Institute. Production of crude petroleum in 
the first three weeks of the month averaged about 3 per cent 
above the high figure attained in August; and daily average 
output of bituminous coal rose to an estimated 2,018,000 net 
tons— approximately 97 per cent of the daily average for the 
prestrike month of March.

EMPLOYMENT AND PAYROLLS

A decline in the civilian labor force occurred as usual be
tween July and August; the decrease, according to reports of 
the Bureau of the Census, amounted to 600,000 persons and 
was accounted for primarily by the withdrawal of men and 
women under 20 years of age. Total employment also dropped, 
from an estimated 54,300,000 persons to 53,900,000, and for 
the first time since the United States entered the war was 
below the level of the preceding year. Farm employment fell 
slightly below the July peak but the movement was seasonal. 
For the nonagricultural industries, which usually show net 
additions to their working forces at this time of year, the 
Bureau of Labor Statistics reported that declines took place in 
August, and that all industrial divisions with the exception of 
manufacturing shared in the reduction. Sizable increases 
occurred in the number of wage earners employed in such 
manufacturing industries as aircraft and automobiles.

Factory employment in New York State, like that in the 
entire country, increased slightly between July and August. 
The rise of 0.4 per cent in the State Labor Departments index 
reflected chiefly seasonal increases in the apparel industry of 
New York City and in the food manufacturing and munitions 
industries of Rochester and Syracuse. Employment in Buffalo 
declined 2.3 per cent but payrolls expanded 2.8 per cent; in 
Utica the drop in employment amounted to 2.6 per cent and 
the increase in payrolls to 1.3 per cent.

With manpower shortages becoming increasingly serious in 
some industries, especially in the West Coast aircraft factories, 
and with a proposed quota of 1,220,000 men for the armed 
services during the last four months of the year, the proper 
allocation of labor was the subject of considerable discussion 
during August and September. A  report of August 19 by 
Bernard Baruch to James F. Byrnes, Director of War Mobiliza
tion, urged among other things that stricter control of labor be 
instituted in the West Coast areas by means of a system of labor 
priorities and the setting up of a labor budget plan. As a result 
of the Baruch report, the War Production Board and the War 
Manpower Commission in September adopted a plan to 
channel all hiring of workers in the Pacific Coast area through 
the United States Employment Service; the Service in turn 
will distribute the available labor supply according to ’ produc
tion urgency” ratings established for individual plants by the 
Board and the Commission.

The Coal Mines Administration announced that a total of 
930 mines had been returned to private control by Septem
ber 24, and estimated that the annual output of these mines 
equaled about 35 per cent of this year’s requirements.

FURNITURE STORE TRADE

Sales of reporting furniture stores in this District during 
August were 7 per cent above the corresponding month last 
year but 26 per cent below August, 1941, when a general wave 
of retail buying had appeared. The percentage increases, over 
a year ago, reported during the last four months canceled the 
declines shown from January through April and sales for the 
year through August showed no change from those in the first 
eight months of 1942; they were, however, 12 per cent below 
the corresponding 1941 period. As in the other months this 
year, August sales of New York City furniture stores were 
above the average for the District. They exceeded those in 
August, 1942 by 16 per cent, and for the first eight months 
of this year they were 5 per cent above those in the correspond
ing period a year ago.

The proportion of furniture sold on credit appears to have 
shown no important change since May. In each of the four 
months through August furniture stores have reported that 
about 83 per cent of their sales were made on credit. Two 
years ago, in August, 1941, furniture stores reported that credit 
sales amounted to 89.5 per cent of total sales. Reflecting 
principally increased individual incomes and the consumer 
credit regulations, this percentage had declined to 82.3 by

Furniture Store Sales, Stocks, Receivables, and Collections, August, 1943 
compared with August, 1942, Second Federal Reserve District

Locality

New York City.............................
Northern New Jersey.................

Newark.....................................
W  estchester-Fairfield..................
Hudson River Valley..................
Central New York State............

Syracuse.....................................
Northern New York State.........
Southern New York State..........

E lrm ra .................................................
Western New York State...........

Buffalo........................................
Rochester...................................

Total outside New York City

Total Second District.. . .

Percentage change from the preceding year

Total

+  16
—  4 
—11 +11
—  4 
+  3 
+  7 
+17  
— 27 
— 30
—  4 
+  3 —11
—  3

+  7

Stocks 
on hand*

— 32
— 31
— 40

— 30

— 31 
— 35 
— 35 
— 42 
—21
— 33

Accounts
receivable*

— 33 
— 42 
— 47 
— 19 
— 38 
— 30 
— 29 
— 39 
— 44 
— 45 
— 32 
— 29 
— 34

— 35

— 34

e j e c 
tions

—  9 
— 17 —20 
+  3 
— 23 
— 14
—  9

— 28
— 31
— 18
—20
—22

-17

-12

Total District New York City
Outside 

New York City
Item

August,
1942

August,
1943

August,
1942

August,
1943

August,
1942

August,
1943

Credit sales as per cent 
of total sales.............. 82.3 83.0 82.0 83.2 82.7 82.7

Stocks on hand, end of 
month, as ratio to 
month’s sales............. 8.2 5.1 9 .3 5.4 6.5 4.5

Collections, exclusive of 
down payments, as 
per cent of receiv
ables, first of month. 12.8 15.5 11.9 14.7 14.5 17.1

* End of month.
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August, 1942 and in December of that year it dropped to a 
low point of 79.4 per cent.

Stocks on hand at the close of August were unchanged from 
those in July. They represented 5.1 months’ supply at the 
August rate of sales, against 8.2 months’ supply a year earlier. 
The peak in furniture store inventories was reached in August 
last year; since then stocks have declined 32 per cent, to 
approximately the August, 1941 level.

Collections during August amounted to 15.5 per cent of 
accounts outstanding at the close of July; for four months this 
ratio has remained practically unchanged. Accounts receivable 
declined 3 per cent during August, and as the month ended 
they were 34 per cent below those a year earlier.

DEPARTM ENT STORE TRADE
Although department store sales in this District apparently 

increased between August and September by slightly less than 
the usual seasonal amount, they still remained at a high level. 
During the four weeks ended September 25, department store 
sales were about 5 per cent greater than in the corresponding
1942 period, and apparel store sales in New York City showed 
an increase of 27 per cent. Apparel buying continued to be 
the principal factor contributing to the high level of depart
ment store sales.

Department and Apparel Store Sales and Stocks, Second Federal 
Reserve District, Percentage Change from the Preceding Year

Locality Net sales

Stocks on
Jan. through hand

Aug., 1943 Aug., 1943 Aug. 31, 1943

Department stores, Second District... . +  2 +  6 — 23
New York City...................................... +  3 +  8 — 25
Northern New Jersey............................ —  8 —  2 — 31

Newark........................................ —10 —  1 — 34
Westchester and Fairfield Counties. . —  5 —  2 —22

Bridgeport........................................... —11 —  4 — 28
Lower Hudson River Valley............... +  7 +  4 —  2

Poughkeepsie...................................... +  9 +  6 —
Upper Hudson River Valley............... —  3 —  1 0

Albany................................................. —  4 —  6 —
Schenectady........................................ 0 +  6 +  2

Central New York State..................... +  8 +12 —10
Mohawk River Valley. ................. +  1 +13 — 17

Utica................................................. —  2 +12 —

Syracuse............................................... +12 +11 —  7
Northern New York State.................. +  2 +  4 —
Southern New York State................... +  3 +11 +  3

Binghamton........................................ +  7 +16
Elmira.................................................. —11 —  4 —

Western New York State..................... +  6 +11 —12
Buffalo.................................................. +10 +13 —  7
Niagara Falls...................................... +13 +32 —  1
Rochester............................................. +  2 +  8 —22

Apparel stores (chiefly New York City) +16 +21 —  2

Indexes of Department Store Sales and Stocks, Second Federal Reserve 
District (1923-25 averages!OO)

Item
1942 1943

Aug. June July Aug.

Sales (average daily), unadjusted................. 94r 110 91 95
Sales (averagedaily), seasonally adjusted... 123 115 128 126

Stocks, unadjusted........................................... 165r 104 106r 123
Stocks, seasonally adjusted............................ 169r 109 117r 127

r Revised.

P E R  C E N T

Indexes of Sales and Stocks of Reporting Department Stores in the 
Second Federal Reserve District, Adjusted for Seasonal Variation 

(1923-25 averageslOO per cent)

In August, department store sales for the District were 2 per 
cent above the high level of August, 1942, and apparel store 
sales increased 16 per cent. For the past year the demand for 
better grade merchandise has been showing a marked rise. 
Main store sales for the first eight months of this year advanced 
8 per cent above those in the corresponding 1942 period, as 
contrasted with a decline of 2 per cent in basement store sales.

The fluctuations in seasonally adjusted indexes for depart
ment store sales and stocks in this District during the past 
several years are shown on the accompanying chart. The peak 
months for sales are clearly evident, February, 1943 being the 
highest. After that month sales declined until April, and then 
showed little change until July when a new upturn appeared. 
While seasonally corrected sales in August were below the July 
level, the change was not large. The August index was 10 per 
cent above the April-June level, but 9 per cent below the peak 
of last February. Stocks on hand reached a record high level 
in July, 1942, and then declined without interruption through 
April of this year. Since then month-to-month increases have 
occurred; the August figure was 28 per cent above the April 
low, but 26 per cent below the peak for July, 1942.

Among the Federal Reserve Districts the increases in sales 
during the first eight months of this year, as compared with 
the corresponding period of 1942, have differed widely. The 
rise of 6 per cent for the New York District was the smallest 
reported; sales in the Philadelphia District rose 7 per cent; and 
those in Boston, 9 per cent. Districts showing the largest in
creases were Atlanta (30 per cent), Kansas City (31 per cent), 
and Dallas (41 per cent). For the country as a whole the gain 
amounted to 15 per cent.

Returns from a limited number of department stores in this 
District indicate that at the end of August outstanding orders 
for merchandise purchased by the stores but not yet delivered 
to them were 10 per cent below those at the end of July, but 
still more than IVz times as large as on August 31, 1942.

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



F E D E R A L  R E S E R V E  B A N K  O F  N E W  Y O R K
MONTHLY REVIEW, OCTOBER 1, 1943

180

160

200

\A

7

1943 1939

Index of Physical Volume of Industrial Production, 
Adjusted for Seasonal Variation, 1935-39 Aver

age—100 Per Cent (Groups shown are ex
pressed in terms of points in the total index)

1937 1938 1939 1940 1941 1942 1943

Indexes of Value of Department Store Sales and 
Stocks, Adjusted for Seasonal Variation 

(1923-25 average —100 per cent)

Member Bank Reserves and Related Items 
(Latest figures are for September 15)

Member Banks in Leading Cities. Demand De
posits (Adjusted) Exclude U. S. Government 

and Interbank Deposits and Collection Items. 
Government Securities Include Direct and 

Guaranteed Issues (Latest figures are 
for September 15)

General Business and Financial Conditions 
(Summarized by the Board of Governors of the Federal Reserve System)

I NDUSTRIAL activity and war expenditures were maintained in August at a high level. 
Commodity prices showed little change. Retail trade continued in large volume.

In d u s t r ia l  Pr o d u c t io n

Output of manufactures and minerals showed little change in August and the Board’s 
seasonally adjusted total index of industrial production remained at the July level. Produc
tion of durable manufactures increased. Output of iron and steel continued to advance and 
reached the peak levels achieved earlier this year. There were further slight increases in 
activity at war plants in the transportation equipment industries. Output of other durable 
products showed little change.

Production of nondurable goods declined in August, reflecting further decreases in 
output of textile, leather, and food products. Cotton consumption in August was about 
15 per cent lower than the same period a year ago and was at the lowest level since the 
beginning of 1941. Leather output has also declined in recent months and is currently 
close to prewar levels. Activity at meatpacking plants showed the usual seasonal decline 
in August but preliminary figures indicate that output was about one-fifth larger than a 
year ago. Output of most other manufactured foods declined somewhat further. Produc
tion of petroleum, coke, and rubber products continued to advance in August while chemical 
production showed little change. Production of crude petroleum continued to rise and in 
August was in the largest volume on record. Lake shipments of iron ore likewise reached 
a record level. Production of coal and metals was maintained in large volume.

D is t r ib u t io n

Department store sales continued large in August and the first half of September. 
Increases during this period were less than seasonal, however, following maintenance of 
sales at a comparatively high level during July. For the year to date value of sales at 
department stores has been about 13 per cent greater than in the corresponding period last 
year, reflecting in part price increases. Inventories at department stores have increased in 
recent months and are now somewhat higher than at the beginning of this year, indicating 
that receipts of new merchandise have been in excess of the value of goods sold.

Total carloadings were maintained in large volume during August and the first half 
of September. Shipments of grain showed a less than seasonal decline from the peak 
reached in July and were one-fifth larger than August a year ago.

Co m m o d it y  Prices

The general level of wholesale commodity prices continued to show little change in 
August and the early part of September. Prices of lumber and newsprint were increased, 
while prices of fruits and vegetables showed further seasonal declines.

In retail food markets prices of apples and fresh vegetables decreased further from 
mid-July and mid-August. The Bureau of Labor Statistics cost of living index declined 
one-half of one per cent as decreases in foods were partly offset by small increases in 
retail prices of other goods and services.

A g r ic u l t u r e

General crop prospects declined slightly in August according to official reports. The 
forecast for corn production was raised by 3 per cent to almost 3 billion bushels, while 
prospects for other feed crops declined. Production of cotton indicated on September 1 
was 11.7 million bales as compared with a crop of 12.8 million last season. Milk produc
tion in August was estimated to be 2 per cent smaller than output a year ago, while 
marketings of most other livestock products continued in larger volume than last year.

Ba n k  Cre d it

In mid-September excess reserves of member banks rose sharply to about 2 billion 
dollars from the average level of about 1.1 billion which had prevailed in the latter part 
of August and early in September. This increase was due in part to the fact that the 
Treasury was making disbursements out of temporary borrowing from Reserve Banks 
on special certificates in anticipation of tax collections and receipts from the Third War 
Loan Drive. It also reflected in part a substantial decrease in required reserves at the 
middle of the month when funds from individual and corporate deposits were transferred 
to Government loan accounts which are not subject to reserve requirements. During the 
four weeks ended September 15 the Reserve System holdings of Government securities 
increased by about 1 billion dollars in addition to the special certificates taken direcdy 
from the Treasury. Most of the increase was in the form of Treasury bills sold to the 
Reserve Banks with sellers retaining the option to repurchase. Over this four-week 
period currency in circulation increased by about 560 million dollars to a total of 18.8 
billion outstanding.

In the last two weeks of August and the first week of September, reporting member 
banks in 101 leading cities showed a net decline in security holdings as a result of the 
sale of bills to the Reserve System. In the week ended September 15, however, some non
banking holders sold securities to the banks in anticipation of purchases during the Drive, 
and bank holdings also increased through repurchase of bills from the Reserve System.

Commercial loans, which had expanded by 100 million dollars in July and in August, 
increased by 250 millions during the week ended September 15. This increase in com
mercial loans was shared by both New York and other reporting member banks. In the 
week ended the 15th, loans to brokers and dealers in NewT York City increased 370 million 
dollars, most of which was for purchasing and carrying Government securities, and there 
was also an increase in loans on securities to others.
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