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Review of Business Conditions— Twelfth District

Production and Employment

Bu s i n e s s  conditions throughout most of the Twelfth 
District were generally good during the months from 

August to November 1946. Employment and production 
were well maintained in the principal extractive and man
ufacturing industries. The construction industry estab
lished new peacetime records for employment and prob
ably for volume of work put in place. The food processing 
industry put up a record pack of fruits and vegetables and 
disbursed a very large payroll. Cash receipts from farm 
marketings continued on a high level. Retail trade was 
everywhere active and the dollar volume of department 
store sales for the District as a whole reached levels in 
September, October and November exceeded only by the 
December peaks of recent years. Employment gains be
tween August and November were reported by Califor
nia industries manufacturing aircraft, automobiles, ma
chinery, iron and steel, furniture, and most types of 
nondurable goods except foodstuffs; gains were also 
made by Washington aircraft and aluminum plants.

There were some offsets, however. A long drawn out 
series of strikes in the shipping industry plagued the 
operations of industries dependent upon water trans
portation for materials and markets, notably the lumber 
and sugar refining industries. Freight car shortages and 
a short-lived rail embargo also hampered production in 
some lines. Industrial operations continued to be curtailed 
by critical shortages of equipment and materials, espe
cially steel sheets and wire products. The construction 
industry in particular was hampered by shortages of 
nails, pipe, galvanized sheets and plumbing supplies. 
These shortages, together with the scarcity of important 
types of skilled labor, have delayed the completion of a 
large number of new homes upon which construction had 
begun. Fluctuating national policies with respect to price 
controls led to irregularities in the marketing of meat 
animals, with corresponding fluctuations in the activity of 
the meat packing industry. Continuing liquidation of war- 
induced activities in this region resulted in further sharp 
reductions in shipyard operations and in employment in 
navy yards and other Government installations.

Unemployment continued to shrink in practically all 
parts of the District during the third quarter of 1946 and 
probably reached its low point for the District as a whole

in October. During the five weeks ending November 2 
continued claims filed for unemployment compensation 
and veterans’ allowances in the states of the Twelfth Dis
trict averaged about 214,000 per week. This number in
creased to about 300,000 in the first week of December. 
Total unemployment, including agricultural workers and 
other non-covered employments, was probably consider
ably larger. The United States Employment Service esti
mated gross unemployment in the three Pacific Coast 
states in early November as 413,000.

The recent increase in unemployment, which has af
fected ail states in the District, though in varying degree, 
is in part seasonal in character, and to this extent it may 
be expected to continue through the winter months as the 
industries based on agriculture and lumbering experience 
their normal seasonal retrenchment. In part, however, the 
increase is a consequence of further liquidation of war 
activities and to this extent presents problems of continu
ing adjustment in the conversion of industry to a peace
time basis of operation.

The Behavior of Prices— September-December 1946

Following a period of hesitation and uncertainty ex
tending through the third quarter of the year, decisive 
action was finally taken in October and November to 
end commodity price controls. Increasing pressure of de
mand for both producers’ and consumers’ goods, coupled 
with continuing shortages in many lines, had put severe 
strains on the administrative machinery of the control 
system. The ineffectiveness of controls was evidenced in 
not a few cases by the existence of widespread black 
market operations and the drying up of supplies in legiti
mate channels of trade. Considerable withholding of 
goods from the market in anticipation of higher prices 
occurred in many lines. On October 15 the President or
dered OP A to lift meat and livestock controls and also 
directed all Government agencies to accelerate their plans 
for ending the remaining wartime controls over prices 
and wages. This major step toward the restoration of 
free markets was followed during the succeeding weeks 
by the rapid decontrol of one group of commodities after 
another. On November 9 virtually all remaining price 
controls were lifted except those on rents and those on 
sugar, syrups and rice.
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Cessation of price controls

More or less confusion characterized the commodity 
markets during the period in which the new price policies 
were being worked out. Marked price advances and re
cessions occurred in a large number of important com
modities that were alternately released from and rein
stated under OPA controls in accordance with the revised 
price control act of July 25, 1946. The prices of farm 
products and foods were especially affected by these 
fluctuations. The security markets also displayed highly 
irregular tendencies. Following a long period of rising 
prices, which culminated in midsummer with the highest 
levels of the past four years, the stock market broke 
sharply in September and remained generally weak and 
erratic during October and November. Together with the 
widespread publicity given to the break in cotton prices 
in October, the stock market decline caused a distinct 
chilling of business sentiment and has raised more or 
less doubt concerning the stability of the price structure 
as a whole.

Following the lifting of virtually all price controls in 
October and November, the general upward movement 
of commodity prices, which had slackened in September, 
was resumed. The influence of free markets was felt 
earliest in farm products and foods, which were earliest 
decontrolled, and which advanced quickly to new high 
levels. Important price advances also occurred in hides 
and leather, in chemicals and allied products, and in 
the metals classification. Subsequent downward adjust
ments in major farm and food products and in certain 
other commodities had not been large enough, however, 
by the end of November, to offset the general upward 
pressure. The weekly wholesale price index of the Bureau 
of Labor Statistics reached a level of 140 percent of the 
1926 average at mid-December, as against 113 at the end 
of June, an advance of nearly 24 percent in a little over 
five months.

Some indication of the behavior of prices as a whole 
during the five months following the lapse of the original 
OPA controls at the end of June 1946 is given by the 
accompanying table, which shows the Bureau of Labor

I n d e x  N u m b e r s  o f  W h o l e s a l e  P r ic e s ,  J u n e -D e c e m b e r , 1946 
(1926 =  100)

All All oth- Semi- Manu- 
com- Farm er com- Raw manuf’d fact’d 
mod- prod- mod- mater- arti- prod
ities ucts Foods ities ials cles ucts

J u n e ......................... 113 140 113 106 126 106 107
July ........................  125 157 140 110 142 110 119
August .................  129 161 149 112 146 112 124
Septem ber............  124 154 132 112 141 115 117
O c to b e r .................  134 165 158 116 149 118 130
N o v em b e r............  140 170 165 121 153 129 135
December 1 4 * . . .  140 169 161 123 154 134 135

(*  W eekly index)
Source: U . S. Bureau of Labor Statistics.

Statistics index of average wholesale prices at monthly 
intervals from June to November, 1946. The index is 
based on some 900 individual commodities, with average 
prices for 1926 taken as 100. In addition to the general 
index for all commodities, indexes are also shown for 
sub-groups classified under the headings: farm products,

foods, and all other commodities. Similar indexes are also 
given for commodities classified on an entirely different 
basis, as raw materials, semi-manufactured articles, and 
manufactured products.
Farm prices and metal prices

Distinctly contrary price tendencies have been mani
fested recently by some of the major farm products on 
the one hand and by some of the more important metals 
on the other. Farm prices are apparently receding from 
their earlier peaks while metal prices are continuing to 
advance. Cotton, following a rapid increase from May to 
early October, when it reached its highest price in 26 
years, almost 39 cents per pound, fell below 30 cents in 
November and remained at a moderately higher level 
thereafter. New low quotations since July were regis
tered in December by corn and lard and a definitely 
lower drift was evident in the case of wheat, hogs, butter 
and hides. Rigid control of basic metal prices was main
tained until early November; the lifting of controls was 
followed by sharp upward adjustments. Copper advanced 
from 14.2 cents per pound to 17.4 cents on November 8 
and to 19.4 cents by the end of the month. Parallel ad
vances in lead and zinc carried their prices from 8.2 
cents and 9.7 cents to 11.8 cents and 10.9 cents respec
tively, while tin rose from 52 cents per pound to 70 
cents. Steel scrap, which had held at $18.75 per ton until 
early November, reached $24.00 before the end of the 
month and was priced at over $30.00 per ton in late 
December.

Living costs, as measured by the Bureau of Labor 
Statistics index of consumer prices, have continued to 
rise, though at a more moderate rate than during the 
period following the original lapse of price controls in 
June. The rise in the consumers’ price index between 
June and November for the country as a whole was about
14 percent; for San Francisco the increase was slightly 
more than this amount; for Los Angeles and Seattle it 
was slightly less. The high price of food continued to be 
the chief factor pushing the cost of living upward, though 
sharply higher prices for clothing and house furnishing 
items have also played an increasingly important part in 
recent months.

Amendments to Regulation W

Effective December 1, 1946, all types of consumer 
credit other than instalment credit were removed from 
control under Regulation W . The amendments eliminated 
the previous restrictions upon charge accounts and single 
payment loans. The major provisions relating to instal
ment loans not connected with the sale of consumer dur
able or semi-durable goods remain unchanged. All such 
loans of $2,000 or less are subject to the regulation, which 
provides for a maximum maturity of 15 months for loans 
of this type.

Substantial changes were made in the provisions relat
ing to loans for the purchase of consumer durable or semi- 
durable goods. The list of goods to which down-payment 
and maturity requirements apply is reduced from 36 cate
gories to 12, but with an exemption for any article costing
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less than $50.00. The 12 categories remaining under con
trol are:

I. All models of
1. Passenger automobiles
2. Radios, phonographs, or combinations
3. Air conditioning units for single rooms
4. Household furniture and soft-surfaced

floor coverings
II. Household models of

5. Cooking stoves
6. Mechanical dishwashers
7. Ironers
8. Mechanical refrigerators
9. Washing machines

10. Sewing machines
11. Vacuum cleaners
12. Combination units incorporating any article

listed from (5) through (9)
With the exception of soft-surfaced floor coverings,

prescribed down payments on purchases of these 12 items 
remain the same as before: 33% percent on all articles 
except furniture, and 20 percent on furniture. For floor 
coverings, the required down payment is reduced from 
S3Ys to 20 percent.

Previously instalment credits for the purchase of con
sumer durable and semi-durable goods were subject to 
a maximum maturity of 12 months, except for auto
mobiles, in which case it was 15 months. The 12 months 
restriction has been changed to 15 months by the amend
ments of December 1. A uniform maximum maturity of 
15 months is thus established for all new instalment 
credits, whether they arise from sales or personal cash 
instalment loans.

These amendments have excluded from the provisions 
of Regulation W  charge accounts and single-payment 
loans, in which cyclical fluctuations are comparatively 
small, and also goods whose sale generates only minor 
amounts of instalment credit.

Commercial Bank Consumer Credit in Transition

Ou t s t a n d i n g  consumer instalment loans of commer
cial banks in the Twelfth District, although still below 

the prewar peak, have more than doubled since V-J Day. 
A  further substantial increase, in all probability, can be 
expected in 1947.

After reaching a wartime low in February 1944, the 
amount of consumer instalment credit extended by com
mercial banks increased slowly until the end of the war. 
Between August and December 1945 the average rate 
of increase was three percent a month, while during 1946, 
as measured to the end of November, it was seven per
cent a month. This accelerated rate of increase during 
1946 reflected, for the most part, an increasing flow of 
consumer durable goods.

Consumer credit during the war

In the fall of 1941, commercial banks, along with other 
lending agencies, found their consumer loans at an all

Production and Employment—
Index numbers, 1935-39 With seasonal Without seasonal

average—100 t-------- adjustment--------\ t--------adjustment--------
,---------1946---------x 1945 ,-------- 1946---------N 1945

Industrial production1 Oct. Sept. Aug. Oct. Oct. Sept. Aug. Oct.
Lumber ...............................  119 115 113 61r 130 137 139 67r
Refined oils2 ........................  —  —  —  —  229 222 234 217
Cement2 ...............................  146 167 158 119 169 177 176 137
Wheat flour2 ........................  130 129 136 130 154 154 136 154
Petroleum .............................  —  —  —  —  131 131 131 125
Electric power3 .................  234 227 222 208 227 227 231 202

Factory employment and payrolls4 8 
Employment 

Twelfth District
California ...................  187 184 184 180 188 185 185 182
Pacific N orthw est.. .

Oregon ....................
Washington ..........

Intermountain ..........
Payrolls

California ........................  372 360 362 327r 375 361 364 330r

1 Daily average.
2 1923-25 average =  100.
3 Converted to 1935-39 base; seasonal factors revised. Back figures available

upon request.
4 Excludes fish, fruit, and vegetable canning.
5 Indexes in process of revision, 
r Revised.

time high. By February 1944, the amount of commercial 
bank consumer instalment credit outstanding in the Dis
trict and in the country as a whole was reduced to its 
wartime low. This sharp decline in consumer credit for 
commercial banks, as well as for other lending agencies,

CONSUMER INSTALMENT LOANS OUTSTANDING
(millions of dollars)

Dollar amounts are plotted on a logarithmic scale on which equal vertical 
distances represent equal percent changes rather than equal absolute amounts.

was a direct consequence of conversion to a wartime 
economy. In the main, it was the result of the preemp
tion of essential materials for military production which 
sharply curtailed the flow of consumer durable goods. 
A  pronounced reduction occurred in the production of 
automobiles for civilian use, which was almost completely 
discontinued in early 1942.

Output of some lines of consumer durable goods de
clined more slowly than automobile production, and a
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few lines continued in limited production throughout the 
war. In addition, dealers’ inventories of many consumer 
durable goods were at an all-time high just prior to the 
war. The selling off of such inventories increased the 
period during which such goods were available. Consumer 
instalment credit, however, was employed in much smaller 
proportion to total expenditures for such goods than dur
ing peacetime. This change in practice resulted from the 
high level of individuals’ incomes combined with govern
mental restrictions on the use of consumer credit.

In the United States, from 1941 to 1943, income pay
ments increased 54 percent, but consumer expenditures 
increased only 22 percent and consumer instalment credit 
declined sharply. From 1943 to 1945, income payments 
increased 12 percent, consumer expenditures 17 percent, 
and instalment credit rose moderately. In the first half 
of 1946, income payments were down slightly from 1945, 
but consumer expenditures were up 14 percent and in
stalment credit rose sharpply.

During the war, demand shifted in part to semi-luxury 
and luxury goods, in the absence of the mechanical types 
of consumer durable goods. Purchases of furniture and 
other non-mechanical household items also gained in vol
ume. Despite an absence of new cars, financing of auto
mobile purchases increased after February 1944, reflect
ing the greater turnover in used passenger cars. Instal
ment loans for repair and modernization reached a low 
point in June 1944. As a result of the necessity to make 
existing dwelling units do for an increasing population 
and under the stimulus of Government housing conver
sion programs, repair and modernization loans increased 
considerably by V-J Day.

In response to the several forces acting upon consumer 
expenditures, consumer instalment loans of commercial 
banks were more than 35 percent greater by the end of 
the war than in February 1944. The absolute volume of 
loans outstanding at the end of the war, however, was 
still more than 50 percent below the peak experienced 
in 1941.
Postwar expansion

In the 15 months following V-J Day consumer in
stalment loans outstanding in Twelfth District banks

Distribution and Trade—
Index numbers, 1935-39 With seasonal Without seasonal

daily average=100 adjustment- ■adjustment'
,---------1946---------v 1945 ,---------1946- 1945
Nov. Oct. Sept. Nov. Nov. Oct. Sept. Nov.

Department store sales (value)
Twelfth D istrict................. 319 319 313 272 376 330 326 320
Southern California.......... 355 349 327 297r 407 349 338 341r
Northern California . . . . 287 284 285 246 344 295 286 295
Portland ................................ 287 288 295 242 334 304 332 282
Western Washington . .  . 347 353 337 308r 415 366 373 368r
Eastern Washington and

Northern I d a h o ............. 258 276 296 209r 347 335 330 280
Utah and Southern Idaho 289 301 319 261r 361 345 344 327r
P h o en ix .................................. 365 346 425 310 426 376 373 362

Department store stocks
(value)1 ................................ 296 270 249 191 313 299 281 202

Carloadings (number)2
Total ....................................... 111 109 109 96 112 128 126 96

Merchandise and misc.. 134 125 125 126 134 151 148 126
Other ................................ 83 89 90 58 84 99 100 59

r Revised.
1 A t retail, end of month, 1935-39 average =  100.
2 1923-25 daily average =  100.

more than doubled. This increase reflected primarily a 
return to the market of consumer durable goods in con
siderable volume without a comparable increase in con
sumer incomes. Other factors also had a concurrent effect 
on the extent of the increase and its distribution by type 
of loan.

The relaxation of restrictions on two significant types 
of consumer credit were made effective October 15,1945. 
First, instalment loans for the repair and modernization 
of residential structures were released from control. 
Second, the maximum maturity of instalment cash loans, 
for purposes other than the purchase of consumer durable 
goods, was lengthened from 12 months to 18 months. 
(As of September 3, 1946 the maturity for these loans 
was reduced to 15 months.) Substantial increases in 
prices of passenger cars and other durable goods were 
experienced during the last months of OPA. Additional 
increases followed after price controls were removed in 
November. The higher level of prices increased the size 
of the usually large outlays necessary for consumer dur
able goods. All of these factors tended to restore instal
ment purchasing to its prewar importance for a large 
number of spending units.

A  probable supplement to the foregoing factors has 
been the aggressive expansion during the past two years 
of consumer loan services by Twelfth District banks. A 
number of banks, previously having no consumer loan 
service or a very limited service, have entered the field 
on an extensive basis. No reliable estimate of total con
sumer credit for all lending agencies in the Twelfth Dis
trict is available, making it impossible to determine the 
exact proportion of such credit held by commercial banks. 
Nevertheless, it would appear, on the basis of the in
creased availability of their services, that Twelfth Dis
trict commercial banks have increased their relative hold
ings of consumer credit paper.

As deterrents to more rapid increase in the volume 
of consumer instalment credit during 1946 were the 
shortages of consumer durable goods arising out of de
ficiencies of supply, plant changeovers, and work stop
pages. Most acutely affected in this manner has been the 
automobile industry whose sales are usually financed to 
a great extent by consumer instalment credit.

Though all types of consumer instalment loans have

Banking and Credit—
Averages of Wednesday figures

(millions of dollars) /------- Change
— 1946-------------- v

from------- >
1945

Condition items of weekly reporting Nov. Oct. Sept. N ov.
member banks

Total loans ................................................... . 1,822 +  100 +  220 +  678
Com’l., ind., and agric. loans.......... . 1,071 +  71 +  175 +  505
Loans to finance transactions in :

U . S. Government secu rities .... 104 +  5 —  4 —  9
Other securities.................................. 63 —  1 —  1 +  7

Real estate loans.................................... . 376 +  14 +  31 +  86
All other loans......................................... 208 +  n +  19 +  89

Total investments .................................... . 5,069 — 151 — 328 — 597
U . S. Government securities............ . 4,641 — 145 — 316 — 621
All other securities................................ . 428 —  6 —  12 +  24

Adjusted demand deposits...................... . 3,607 +  19 +  9 +  105
Time deposits .............................................. 2,167 +  7 +  21 +  170
United States Government deposits. . . 419 — 132 — 233 — 324

Coin and currency in circulation
Total (changes on ly)................................ _ +  2 —  9 — 279
Fed. Res. Notes of F . R. B. of S. F . . . 2,878 —  3 —  13 — 306

, 2,058 +  17 +  20 +  95
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increased since the end of the war, the gains have not 
been uniform. The volume of repair and modernization 
loans outstanding was more than two and one-half times 
as great at the end of November 1946 as at the end of 
August 1945. On the other hand, instalment cash loans 
to consumers increased only 70 percent in the corre
sponding period, though since March of this year they 
have exceeded the December 1941 dollar volume. Loans 
to consumers for purchase of durable goods other than 
passenger automobiles more than doubled. Automobile 
financing increased slightly more than 80 percent, with 
direct instalment loans to purchasers by commercial 
banks showing a somewhat larger increase than bank 
purchase of instalment contracts from dealers.

Changes In distribution of loans

Despite recent increases, consumer instalment credit of 
Twelfth District banks at the end of November was still 
about 12 percent below the high level reached just prior 
to the war, and the distribution by type of credit was

D IS T R IB U T IO N  O F O U T S T A N D IN G  C O N SU M E R  
IN S T A L M E N T  C R E D IT  

By type of loan—Twelfth District Commercial Banks

1 PERSONAL INSTALMENT 
J CASH LOANS 

H REPAIR AND  
j MODERNIZATION LOANS

OTHER RETAIL CREDIT 
PURCHASED AND DIRECT

I  AUTOMOBILE LOANS DIRECT

AUTOMOBILE PAPER PURCHASED

altered considerably. The proportion of total instalment 
loans for financing automobile purchases decreased from 
53 percent to 44 percent between December 1941 and No
vember 1946 (the earliest and most recent month, re
spectively, for which complete distributions are available). 
The principal factor making it possible for automobile 
financing to maintain almost the same relative importance 
was the large turnover in used cars. This is reflected in 
the shift within total automobile credit: direct loans to

purchasers increased from 23 percent to 31 percent of 
total consumer instalment credit, but paper purchased by 
banks from dealers declined from 31 percent to 13 per
cent. Fewer cars moved through established new car 
dealers who have regular financing services. As a conse
quence, a greater proportion of automobile instalment 
credit was extended directly to purchasers.

The downward trend in the relative importance of auto
mobile paper purchased from dealers, which was evident 
during the war, continued, to some degree, into the post
war period. Absence of new cars in large quantity and a 
considerable increase in the cash payments for such cars 
have been the major factors contributing to the failure of 
purchased automobile paper to recover its prewar promi
nence.

Personal instalment cash loans, for purposes other than 
the acquisition of durable goods, increased from 19 per
cent of the total of all loans at the end of December 1941 
to 31 percent of the total at the end of November 1946. 
Despite the large increase in volume since V-J Day, 
loans outstanding for consumer durable goods other than 
automobiles were only 10 percent of the total at the end 
of November 1946. This compares with 17 percent of the 
total outstanding at the end of December 1941. Repair 
and modernization loans showed a small change between 
the two dates, increasing from 11 percent to 15 percent 
of the total outstanding.

Changes in prospect for 1947

The volume of loans outstanding will almost certainly 
increase during 1947 as appliances, automobiles, and 
building materials increase in supply. While increased 
supplies of consumer durable goods will be the domi
nant factor, several other developments may have con
siderable bearing. The removal of credit restriction from 
many items became effective December 1, 1946, though 
the major categories of consumer durable goods are still 
subject to control. The level of prices of durable goods 
may make borrowing necessary in somewhat greater de
gree than many persons anticipated at the end of the war. 
Moreover, the greater the rate of exhaustion of individual 
savings, especially in the lower income brackets, the 
greater will be the expansionary effect on consumer in
stalment credit.

Not only is it likely that the dollar volume of total loans 
will increase, but their relative distribution will probably 
be altered. Financing of new car purchases will probably 
increase considerably the importance of automobile in
stalment paper purchased from dealers. Direct loans to 
purchasers of automobiles may decline in proportion to 
total loans and perhaps in dollar volume because of new 
car volume and a greater number of used cars being 
handled by dealers with established credit facilities. Total 
automobile financing, however, will probably increase. 
Personal instalment cash loans and repair and modern
ization loans may decline in proportion even though their 
dollar volume may increase. A  relative as well as an 
absolute expansion is in prospect for loans to finance re
tail purchases of durable goods other than automobile^
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Ownership of Demand Deposits

To t a l  demand deposits of individuals, partnerships, 
and corporations increased by less than one percent in 

the Twelfth District from January 1946 to July 1946 
compared to an increase of somewhat less than five per
cent for the United States. This is the smallest semi
annual increase that has occurred in the District since 
these surveys of ownership of demand deposits were 
started in July 1943. It is the second semi-annual survey 
period in which total deposits have increased relatively 
less in the District than in the United States, the other 
one being January-July 1945.

Of more interest, however, is the fact that in the Dis
trict the deposits of manufacturing and mining concerns, 
retail and wholesale establishments, and farmers declined 
during this six-month period, whereas for the country 
as a whole each ownership category experienced some 
increase. Except for the decrease in the deposits of manu
facturing and mining concerns between July 1945 and 
January 1946, these were the first semi-annual declines 
in any of the ownership categories in the District since 
these surveys were started. The decreases in these three 
ownership categories were accompanied by increases in 
personal deposits and in “ other non-financial” deposits, 
the latter category including public utilities.

The six-month increase in farmers’ deposits in the 
United States and the decrease in the District were both 
very small. During the war years, as farm income rose, 
the rate of increase in farmers’ deposits was greater 
during the July-January periods than during the January- 
July periods. The relatively small change in these deposits 
during the last survey period reflects primarily the effect 
of this seasonal influence.

There are probably several factors which help to ac
count for the decline in Twelfth District deposits of manu
facturing and mining concerns, and retail and wholesale 
establishments despite increases in the country as a whole. 
Not enough information is available, however, to assess 
the relative importance of the various factors.

The continued influx of population into the Twelfth 
District, particularly into California, may have induced

a relatively greater expansion in the plant and equipment 
of producing and distributing concerns in the District 
than in the country as a whole. Cash outlays for this 
expansion may have been large enough to cause some net 
reduction in the bank balances of these establishments.

A  large proportion of the basic materials, parts, and 
finished goods used in the District are normally imported 
from other sections of the United States. As consumer 
goods of various types have become increasingly avail
able, the outflow of funds to pay for them has increased. 
This may have reduced the deposits of business concerns 
in the District below the level built up during the war 
years when supplies of many consumer goods were quite 
limited.

From March through July 1946 the Treasury retired 
12 billion dollars of the public debt. Nonbank investors 
held about 3.5 billion of this amount, and its retirement 
increased their bank deposits, at least until such time as 
they reinvested these funds or otherwise disposed of 
them. It is possible that the Twelfth District possessed 
less than its proportionate share of these nonbank hold
ings. If so, deposits outside of the District would have 
been increased more by the debt retirement than those 
within the District. Some of the nonbank investors would 
probably have been manufacturing and mining concerns, 
and wholesale and retail establishments. This would help 
to explain the increase in these balances for the country 
as a whole, though it provides no explanation of their 
decline in the District.

The aforementioned factors are probably the principal 
ones which help to explain why the deposits of manufac
turing and mining concerns, and retail and wholesale 
establishments declined in the District while increasing 
in the United States.

Changes in demand deposits for January-July 1946 
varied according to size of bank and location of bank. 
The most striking fact is that the rate of increase in the 
small banks, that is, those whose total demand deposits 
of individuals, partnerships, and corporations were less 
than one million dollars at the end of 1945, was much

E s t i m a t e d  D is t r ib u t io n  b y  O w n e r s h i p  o f  D e m a n d  D e p o s it s  o f  I n d i v i d u a l s , P a r t n e r s h i p s , a n d  C o r p o r a t io n s

(millions of dollars)
4------------------------------------------Twelfth District------------------------------------------\ /■---------------------United States-------

Type of holder
July February July January July January July July July January July
1943 1944 1944 1945 1945 1946 1946 1943 1945 1946 1946

Manufacturing and mining...................... 1,190 1,300 1,320 1,380 1,210 1,140 16,500 18,400 16,100 16,400
Retail and wholesale trade...................... .......... 1,010 1,030 1,180 1,420 1,430 1,730 1,660 8,000 10,900 12,600 13,000
Other non-financial.................................... 830 880 970 940 1,050 1,070 7,100 7,800 8,300 8,900

Total non-financial............................. 3,050 3,350 3,710 3,750 3,990 3,870 31,600 37,100 37,000 38,300
Financial ........................................................ 460 480 570 580 700 750 4,700 5,300 6,000 6,600

Total domestic business................. .......... 3,340 3,510 3,830 4,280 4,330 4,690 4,620 36,300 42,400 42,900 44,900
Farmers .......................................................... l l 480 580 610 690 680 3,300 5,200 6,000 6,200
Other personal.............................................. l l 1,760 2,100 2,260 2,820 2,940 12,500 17,800 20,400 21,400

Total personal....................................... 1,860 2,080 2,240 2,680 2,870 3,510 3,620 15,800 23,000 26,400 27,600
Other2 ..........................................................................  240 260 290 320 350 410 410 3,500 4,200 4,700 5,000

Total deposits .................................... 5,440 5,840 6,350 7,270 7,550 8,610 8,650 55,600 69,600 74,100 77,500

1 Not available separately.
2 Trust funds of banks, non-profit associations, and foreigners.
N o te : Figures will not necessarily add to totals because of rounding.
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greater than for all banks in the District, 16 percent and 
0.5 percent respectively. In the period July 1945-Janu- 
ary 1946 the small banks also experienced a greater 
expansion in demand deposits than did all of the banks 
in the District.

The deposits of manufacturing and mining concerns,

and retail and wholesale establishments in small banks 
in the District increased from January to July 1946 in 
contrast to the decline in these balances for all banks. 
This increase was confined, however, to the small banks 
outside of the large cities of the District. Deposits of 
these concerns declined in the small banks in the cities.
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INDUSTRIAL PRODUCTION

Federal Reserve indexes. Groups are expressed 
in terms of points in the total index. Monthly fig

ures, latest shown are for November 1946.

Figures beginning in 1944 are joint estimates of the 
Departments of Commerce and Labor; earlier fig
ures estimated by Commerce. Data exclude repair 
and maintenance work. Monthly averages of quar
terly data prior to July 1944; monthly data, there
after. Latest figures shown are for November 1946.

CONSUMERS’ PRICES

Bureau of Labor Statistics’ indexes. “ All items”  
includes house furnishings, fuel, and miscella
neous groups not shown separately. Midmonth 

figures, latest shown are for October 1946.

MEMBER BANKS IN LEADING CITIES

Demand deposits (adjusted) exclude U . S. G ov
ernment and interbank deposits and collection 
items. Government securities include direct and 
guaranteed issues. W ednesday figures, latest 

shown are for December 11, 1946.

National Summary of Business Conditions
Released December 21, 1946— Board of Governors of the Federal Reserve System

In d u s t r i a l  production and employment in most lines of activity continued to be main
tained at record peacetime levels in November. Department store sales in November 

and the early part of December were larger in dollar amount than the holiday trade last 
year, reflecting mainly increased prices. Prices of industrial commodities have generally 
advanced further, while a number of important farm products and foods have declined 
from previous peaks.

I n d u s t r i a l  P r o d u c t io n

Total output of manufactured goods and minerals, as measured by the Board’s sea
sonally adjusted index, was 182 percent of the 1935-39 average in November. This was 
about the same as in October notwithstanding the sharp drop after November 20 in coal, 
coke, iron, and steel production as a result of work stoppages in the bituminous coal in
dustry. After the resumption of bituminous coal output on December 9 activity at steel 
mills, which reached a low of 60 percent of capacity in the first week of the month, rose 
sharply and in the current week is scheduled at 84 percent.

Output of steel in the month of November was at an average rate of 84 percent of 
capacity as compared with 89 per cent in October. Activity in the nonferrous metals and 
machinery industries continued to increase in November and output of most other metal 
products was maintained at a high level. Lumber production showed less than the usual 
seasonal decline.

Output of manufactured food products was maintained in November at an exceptionally 
high level for this season of the year, reflecting chiefly further sharp increases in meat 
production and larger output of flour and sugar products. Production of cotton and rayon 
textiles, paperboard, rubber products, and some other nondurable goods showed further 
small gains in November.

Output of minerals declined 5 percent in November. Bituminous coal production dropped 
sharply as a result of work stoppages in the latter part of the month, while production of 
anthracite and crude petroleum was maintained at high levels and output of metals showed 
less than the usual seasonal decline.

C o n s t r u c t io n

Estimated expenditures on construction projects in November were maintained close to 
the peak levels reached in August and September. Contracts awarded for non-residential 
construction, however, were at the lowest level since the end of the war, according to 
reports of the F. W . Dodge Corporation; residential building awards were sharply below 
the peak rate reached in the spring, but were still considerably above last year’s level.

D i s t r i b u t i o n

Department store sales in November and the early part of December were about one- 
fifth larger than during the same period of the holiday shopping season last year. The 
total value of retail trade outside of department stores increased somewhat further in the 
fourth quarter, reflecting chiefly higher prices and larger expenditures for foods.

Loadings of railroad revenue freight declined in November due to the sharp drop in 
bituminous coal shipments at the end of the month. Loadings of manufactured products 
and most other classes of freight showed substantial gains, after allowance for seasonal 
changes.

C o m m o d it y  P r ic e s

Following the initial sharp increases in basic commodities which occurred with the 
elimination of Federal price controls on November 11, price changes have become more 
selective. Prices of copper, lead, steel scrap, and cotton gray goods for immediate delivery 
have advanced further, while prices of hides, turpentine, and silk have declined. During 
the past week there has been a sharp drop in hog prices. Wholesale prices of foods have 
decreased somewhat further from the sharply advanced levels reached in the middle of 
October. Prices of industrial products have continued to advance. In retail markets prices 
of women’s wear and some other items have declined but in general retail prices have 
continued to advance.

B a n k  C r ed it

Commercial, real estate, and consumer loans increased further at banks in leading cities 
during November and the first half of December. Government security holdings declined 
considerably, reflecting Treasury cash retirement of notes and certificates. Deposits of 
businesses and individuals increased somewhat and currency in circulation rose by the 
usual seasonal amount.

The Treasury retired for cash during November and the first half of December 5.8 
billion dollars of government securities held largely by the banking system. Withdrawals 
from war loan deposits at commercial banks to redeem securities reduced U. S. Govern
ment deposits at banks to a level of about 2 billion dollars in mid-December as compared 
with 24 billion dollars before the retirement program was begun in March.

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




