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DISTRIBUTION AND OWNERSHIP OF DEMAND DEPOSITS IN THE  
EIGHTH FEDERAL RESERVE DISTRICT

T
REM EN DOU S expansion in liquid assets held 
by individuals and businesses has marked the 
years of our active participation in W orld W ar 

II. This increase in liquid holdings (cash, deposits 
and Government securities) which amounted to 
more than $100 billion from December, 1941 to De
cember, 1944, reflects the fact that wartime expen
ditures and taxes of all businesses and individuals 
combined have been far less than their wartime 
receipts. Some 40 per cent of the increase in liquid 
holdings is in the form of bank deposits and cur
rency.

Chart I shows the growth of deposits and of cur
rency in circulation in the Eighth Federal Reserve 
District since 1941. Demand deposits adjusted1 
represent roughly the demand balances of individ
uals and businesses at Eighth District banks. Time 
deposits are held mainly by individuals and most of 
the increase in currency in circulation is held by 
individuals. Government deposits, mostly W ar Loan 
accounts, are shown on the chart in order to bring 
out the effect of Treasury financing upon the de
posit structure.

CHART I

ESTIMATED DEPOSITS AND CURRENCY-EIGHTH FEDERAL RESERVE DISTRICT
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Demand deposits’adjusted have increased on bal
ance by more than twice the amount of currency in 
circulation but the rise in currency outstanding has 
been more constant and far larger percentagewise. 
Demand deposits are drawn down sharply during 
every W ar Loan drive as depositors purchase Gov-
iDemand deposits exclusive of interbank and Government deposits less 
cash items in process of collection.

ernment securities, and a roughly corresponding 
increase occurs in Government deposits. Between 
drives the process is reversed as the Government 
pays out funds to meet war expenses and businesses 
and individuals receive the money.

Time deposit growth did not become important 
until 1943. Since then time and savings deposits 
have increased steadily except during W ar Loan 
drives when growth practically stopped. There has 
been, however, no decline in total time deposits 
even during drive periods since mid-1943.

The movements of the deposit and currency com
ponents of Chart I portray in part the spending- 
saving decisions of Eighth District businesses and 
individuals. At the beginning of the period the 
savings of individuals and businesses went largely 
into demand balances or were held in the form of 
currency. W hile demand deposits and currency in 
circulation have continued to increase, business 
firms have channelled a greater part of their current 
accumulations into security purchases and individ
uals have tended to build up time and savings 
deposits.

Demand Deposit Growth at Eighth District Banks2
Demand deposits of individuals, partnerships and 
corporations at all Eighth District banks gained $572 
million, or 22.5 per cent, between February 29, 1944 
and January 31, 1945, and on the latter date stood 
at $3,109 million or 105.5 per cent more than at the 
time of our entry into the war. During the six- 
month period ending January 31, 1945, the gain was 
$506 million, which far surpassed that of any compar
able period, and the percentage gain was 19.4 per 
cent or about the same rate of increase as in 1942. 
In contrast to district performance the rise in de
mand deposits at all banks in the United States over 
the eleven months, February, 1944-January, 1945, 
was 15.6 per cent, and since December, 1941 was 
75.5 per cent.

The recent sharp growth in demand deposits has 
been largely in the accounts of individuals, and has 
occurred in rural areas. The gains reflect the effect 
of high farm income coupled with relatively low 
expenditures in rural areas, the favorable tax posi
tion of the farmer, and the relatively lower purchases 
of Government securities, as compared to urban 
communities where payroll deduction plans are 
important.
^Hereafter in this report “ demand deposits”  as used means “ demand 
deposits of individuals, partnerships and corporations” . Such deposits 
represent the major portion of total demand deposits.
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Urban-Rural Comparisons —  Table I presents de
mand deposit totals held in the five major metro
politan areas and in the balance of the district on 
January 31, 1945, February 29, 1944, and December 
31, 1941. About two-thirds of the total dollar gain 
since December, 1941, came at banks in the rural 
areas of the district. Between February, 1944, and 
January, 1945, the rate of increase at banks in rural 
areas was twice as large as that at urban banks.

TA BLE  I
DEM AND DEPOSITS OF IN D IV ID U A LS, PARTNERSHIPS 
AND CORPORATIONS — ALL EIGHTH DISTRICT BANKS 

(In millions of dollars)
Jan. 31, Feb. 29, Dec. 31, Change from

Area 1945 1944 1941 Feb., 1944 Dec., 1941

St. Louis...................... $ 846.8 $ 731.3 $ 558.2 +15.8%  +  51.7%
Louisville....................  248.8 221.3 137.4 +12.4 +  81.1
Memphis......................  162.9 142.2 89.4 +14.6 +  82.2
Little Rock..................  63.7 57.5 30.5 +10..8 +108.9
Evansville....................  87.3 74.5 29.9 +17.2 +192.0

Total— Metropolitan
Areas....................  1,409.5 1,226.8 845.4 +14.9 +  66.7

Remainder of District. 1,699.6 1,310.5 667.9 +29.7 +154.5
Total District........  3,109.1 2,537.3 1,513.3 +22.5 +105.5

Another way of emphasizing the different growth 
rates of urban and rural areas is to compare gains 
at different sizes of banks. During the entire war 
period deposit increases have been relatively larger 
at small banks that at large ones. From February, 
1944, to January, 1945, three-fourths of the dollar 
increase in demand deposits came at banks with less 
than $10 million in such deposits. The increase at 
the small banks was 28.5 per cent in contrast to 13.7 
per cent at the larger banks. The higher growth 
rate of small banks arises primarily because most 
small banks are in rural areas and a larger propor
tion of their deposits is held by individuals.

Ownership Pattern of Demand Deposits at Eighth 
District Banks —  Table II shows the dollar volume 
and the percentage distribution of demand deposits 
by type of owner at all banks in the United States 
and all banks in the Eighth District. The greater 
concentration in personal accounts, and the smaller 
amount of business balances at district banks re
flects the rural and agricultural character of the 
district. In respect to manufacturing arid mining 
concern deposits and financial business balances 
particularly, the district pattern differs markedly 
from the national pattern.

Chart II shows the different patterns of owner
ship at four different size classes of Eighth District 
banks. In dollar volume, the bulk of distrfct demand 
deposits (43 per cent) was held by the size group, 
$1-10 million. The very large banks held some 22 
per cent of all district demand deposits and the very 
small banks about 19 per cent.

More than 75 per cent of demand balances at the

very large banks were owned by businesses and one- 
third of all business deposits were held at these 
large banks. Some 80 per cent of all personal bal
ances were at the two smaller size classes where 
personal deposits represented almost two-thirds of 
all demand deposits.

TABLE II
DEM AND DEPOSITS OF IN D IV ID U A LS, PARTNERSHIPS 

AND CORPORATIONS — BY TY P E  OF OW NER 
January 31, 1945

United States Eighth District
Amount Per Amount Per

(Billions of Cent (Millions of Cent
dollars) dollars)

Total Business.............................. $42.7 64.7% $1,478.8 47.5%
Nonfinancial Business— Total. . .. 35.3 53.5 1,278.7 41.1

Maunfacturing and Mining. . . .  17.5 26.5 487.8 15.7
Public Utilities...................... . 3.8 5.7 137.9 4.4

10.4 15.7 527.4 17.0
Other Nonfinancial Business . .. 3.7 5.6 125.6 4.0

Financial Business—Total* 7.4 11.2 200.1 6.4
Personal (including farmers) 21.4 32.4 1,544.2 49.7
Nonprofit Associations................ 1.9 2.9 86.1 2.8

$66.0 10.0.0 $3,109.1 100.0
^Includes trust funds and deposits of foreign individuals and businesses. 
For the United States trust funds amounted to $1,500 million and 
foreign balances to $800 million. For the Eighth District the compar
able totals were $65 million and $200,000..

The concentration of business balances in the 
larger banks reflects primarily the concentration of 
such accounts in the larger urban centers of the 
district where almost all of the big banks are located. 
Banks of the same size class exhibited strikingly 
similar ownership patterns regardless of location, 
although in general small urban banks had a slightly 
greater concentration of business funds than small 
rural banks. Regional variations among banks of 
the same size class, however, were as great among 
rural areas as between rural and urban areas.

C H A R T  I I

DEMAND DEPOSITS A T  EIGHTH DISTRICT BANKS 
Percent Ownership Pattern By Size of Bank, January 31, 1945

IPersonal Public
Utilities
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About two-thirds of all demand deposits at met
ropolitan area banks were business balances, and 
about two-thirds of all business balances were held 
at urban banks. St, Louis and Evansville banks 
generally tended to have a greater concentration of 
business balances than did banks in the other urban 
centers, reflecting the greater degree of industrial
ization of these cities. Little Rock banks had the 
smallest relative volume of business deposits of all 
metropolitan centers.

Corporate and Noncorporate Deposits— About 
two-thirds of all business deposits were corporate 
accounts. Manufacturing and mining, public utility, 
and insurance company deposits were all more than 
nine-tenths corporate. Trade and miscellaneous non
financial business balances were less than 40 per 
cent corporate, while miscellaneous financial busi
ness accounts were about two-thirds corporate.

Almost half of all corporate accounts were held 
by manufacturing and mining concerns, about one- 
fifth by trade establishments, one-seventh by public 
utilities, and the balance were more or less equally 
divided among insurance companies, miscellaneous 
nonfinancial, and miscellaneous financial businesses.

Recent Trends in Deposit Ownership —  Table III 
shows changes in ownership pattern at Eighth Dis
trict banks since July, 1944, and February, 1944. 
There is some bias in the comparison due to the 
timing of W ar Loan drives. Less bias from this 
source is present in the January-July comparison.

T ABLE  III
DEMAND DEPOSITS OF IN D IV ID U A LS, PARTNERSHIPS 
AND CORPORATION S— A L L  EIGHTH D ISTRICT BANKS 

BY TYPE OF OW NER 
(Dollar figures in millions)

Jan. 31, 
1945

Dollar change from 
July 31, Feb. 29, 

1944 1944

% change from 
July 31, Feb. 29, 

1944 1944
Total Business.................. $1,478.8 +  174.1 +  215.4 +  13.3% +  17.0%

Nonfinancial Business-
1,278.7 +  144.2 +  167.2 +  12.7 +  15.0

Manufacturing and 
Mining.................. . 487.8 +  28.7 +  66.3 +  6.3 +  15.7

Public Utilities.......... 137.9 +  7.4 —  2.7 +  5.7 —  1.9
Trade.......................... 527.4 +  97.9 +  98.9 +  22.8 +23.1
Other Nonfinancial 

Business................ 125.6 +  10.2 +  4.7 +  S.8 +  3.9
Financial Business— 

Total*........................ 200.1 +  29.9 +  48.2 +  17.6 +  31.7
Personal (including 

farmers)......................... . 1,544.2 +  304.1 +  331.2 +  24.5 +27.3
Nonprofit Associations.. . 86.1 +  27.9 +  25.2 +  47.9 +  41.4

Total............................... 3,109.1 +  506.1 +  571.8 +  19.4 +22.5
^Includes trust funds and foreign deposits.

Prior to mid-1943 business balances increased by 
about the same percentage as personal balances. In 
the last 18 months, however, a much greater relative 
expansion has occurred in personal accounts, and 
business balances have tended to level off. The 
major period of industrial expansion came before

mid-1943 and businesses needed substantially larger 
working balances. Consequently their bank deposits 
were built up rapidly to a point where they were 
adequate for working capital needs. Since that time 
the growth in business balances has leveled off and 
current accumulations of funds have gone largely 
into Government securities at the time of W ar Loan 
drives.

Bank deposits of individuals, on the other hand, 
have continued to rise, and as indicated earlier the 
gain has occurred in both time and demand deposits. 
In general, individuals have not been under the 
same pressure to buy Government securities as have 
businesses, largely because business funds are con
centrated in fewer hands and consequently subscrip
tions could be solicited more* readily by the W ar 
Loan drive sales organizations.

Since bank deposits of individuals are held largely 
in smaller banks, the fact that individuals have 
elected to hold a large share of their savings in the 
form of bank deposits has tended to raise deposit 
totals relatively faster at small banks than at large 
ones. Of the total increase of $331 million in per
sonal demand balances at district banks from Feb
ruary, 1944 to January, 1945, more than 90 per cent 
occurred at banks with less than $10 million each 
in demand deposits.

Over the past year corporate balances have not 
gained as much relatively as have noncorporate ac
counts. This condition reflects several factors, in
cluding (1) liquid asset growth has been greater in 
smaller businesses than in larger ones (in general 
unincorporated businesses are smaller than corpor
ate firms of the same business class) ; (2) the larger 
profits after taxes of small units; and (3) the effect 
of the war upon different lines of business (trade 
inventories have declined but manufacturing inven
tories have been maintained; most trade establish
ments are noncorporate while almost all manufac
turing concerns are corporations).

The trends that are indicated by the surveys offer 
important implications for future bank investment 
and loan policy. Perhaps the most important con
clusion to be drawn from the deposit surveys is that 
businesses and individuals both seem to desire a 
high degree of "liquidity. This is partly due, of 
course, to wartime restrictions on buying and short
ages of goods, but it also reflects decisions on the 
part of individuals and businesses to hold their 
savings in highly liquid form. If this desire for 
liquidity continues into the transition period, it will 
tend not only to hold deposit levels high but also 
to minimize deposit shifts between areas.
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Distribution and Ownership of Demand Deposits 
in the Eighth District

The latest Federal Reserve survey of owner
ship of demand deposits virtually coincided with 
the end of the war. Cessation of hostilities, how
ever, should not bring a sudden reversal in the 
trends of deposit volume and ownership established 
during the war. The Government still has heavy 
financing requirements to meet the costs of contract 
settlement, maintenance and return of large service 
forces, mustering-out pay, etc. As long as the Gov
ernment continues to sell large amounts of securities 
to the general public, a considerable part of the 
funds will come indirectly from commercial banks 
through purchases in the market of securities sold 
by investors in order to subscribe to the new issues 
being offered. As Government needs decrease, how
ever, the rate of deposit growth should decline and 
the forces generated by transition to peacetime ac
tivity should tend to modify the geographic distri
bution and ownership pattern.

CHART I
ESTIMATED DEPOSITS AND CURRENCY-EIGHTH FEDERAL RESERVE DISTRICT 

June 30,1941 to August 31,1945

The growth of deposits and of currency in cir
culation in the Eighth Federal Reserve District is 
pictured in Chart I. Together these two com
ponents account for perhaps 40 per cent of total 
liquid holdings of individuals and businesses with 
the balance -being in Government securities. Aside 
from Government securities, demand deposits ad
justed1, which represent roughly the demand bal
ances of individuals and businesses at district banks,

1 Demand deposits exclusive of interbank and Government deposits 
less cash items in process of collection.

account for the largest portion of liquid* assets. On 
balance these deposits have increased far more in 
terms of dollars than either currency in circulation 
or time deposits, although the percentage gain in 
currency in circulation has been more constant and 
far larger, and the very recent increases in time de
posits have been substantial percentagewise.

Demand deposits are owned in about equal 
shares by individuals and businesses at present, 
the relative share of the former having increased 
appreciably during the war years. Time deposits 
are owned mainly by individuals and most of the 
gain in currency in circulation is due to increased 
holdings of individuals.

Government deposits which are mostly in War 
Loan accounts are included in the chart in order 
to show the effect of Treasury financing upon the 
deposit structure. The abrupt rises and gradual 
declines of Government balances reflect the rapid 
build-up of such deposits during intensive War 
Loan drives and the slower withdrawal of funds 
in intervening periods. The reciprocal and comple
mentary movements in the demand deposit curve 
indicate clearly the payment for Government secur
ities during drives and the subsequent flow of funds 
back to private balances as the Government de
posits are withdrawn and spent.

The movement of the deposit and currency com
ponents of the chart indicate the manner in which 
Eighth District businesses and individuals choose 
to hold their liquid assets. During the early war
time period most savings went into demand bal
ances or were held as currency. While these two 
components have continued to register gains, indi
viduals for the past two years have poured funds 
into time and savings deposits as well as into 
demand balances and bonds, while businesses for 
much of the period tended to place a larger share 
of their savings in Government securities.

Demand Deposit Growth—On July 31, 1945, de
mand deposits of individuals, partnerships and cor
porations2 at Eighth District banks totaled $3,313 
million or $1,800 million more than at the begin
ning of the war. In the six months period, January 
31 to July 31, 1945, the demand deposit gain was 
$204 million. In the previous six months demand 
deposits increased $506 million or 2.5 times as 
much as in the last six months.

2 Hereafter in this report “ demand deposits”  as used means “ de
mand deposits of individuals, partnerships and corporations.”  Such 
deposits represent the major portion of total demand balances.
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The smaller gain in the first part of a yeai: is 
characteristic of this district and reflects mainly the 
fact that heavy farm income payments come in the 
closing months of a year. Thus the increase in 
deposits from July, 1943, to February, 1944, was 
$216 million in contrast to a gain of only $66 million 
in the ensuing five months of 1944. Also charac
teristic of the flow of funds in this district is the 
heavy gain during the months of January and July 
alone. These rather regular January and July in
creases are more concentrated at urban banks than 
at rural, and apparently reflect in large measure the 
temporary accumulation in the form of deposits of 
half-year dividend payments to individuals.

Urban-Rural Comparisons—The rise of $710 mil
lion in demand deposits between July 31, 1944, 
and July 31, 1945, was to a great extent in the ac
counts of individuals and occurred largely in rural 
areas. Two-thirds ©f the total deposit growth in 
the past year came at rural banks and about the 
same proportion of the increase from December 
31, 1941, to the end of July this year was at banks 
outside the metropolitan areas.

Table I presents demand deposit totals held in 
the five major metropolitan areas and in the bal
ance of the district on July 31, 1945, July 31, 1944, 
and December 31, 1941. The table shows that the 
rate of increase at banks in rural areas has been 
more than twice as large as that at urban banks.

TA BLE  I

DEM AND DEPOSITS OF IN D IV ID U A LS, PARTNERSH IPS
AND CORPORATIONS— A L L  EIGH TH  D ISTRICT BANKS

(In millions of dollars)
Percent

July 31, July 31, Dec. 31, Change from
Area 1945 1944 1941 July, 1944 Dec., 1941

St. Louis ............ $ 913.5 $ 753.4 $ 558.2 21.3% +  63.7%
Louisville ............ 260.1 223.0 137.4 + 16.6 4- 89.3
Memphis .............. 172.6 144.5 89.4 + 19.4 4- 93.1
Little Rock _ 69.4 54.2 30.5 + 28.0 +127.5
Evansville - .......... 84.8 76.7 29.9 4- 10.6 -4-183.6
Total Metropolitan

Areas.................. . 1,500.4 1,251.8 845.4 4- 19.9 4- 77.5
Remainder of

District ...... ....... 1,812.9 1,351.2 667.9 + 34.2 -f-171.4
Total District...... . 3,313.3 2,603.0 1,513.3 27.3 4-118.9

Since rural area banks are generally the smaller 
banks, comparison of deposit growth rates at dif
ferent sizes of banks also emphasizes the more 
rapid rise in deposits in rural areas than in urban 
centers. In the past two years four-fifths of the 
total dollar increase in district demand deposits 
came at banks with less than $10 million in such 
deposits. Banks with less than $1 million in de
mand deposits showed a 73 per cent gain in such 
deposits, those with $1 to $10 million a 58 per cent 
increase, while the larger banks registered only an 
18 per cent rise.

The substantially greater increases in the rural 
regions reflect mainly gains in individual balances 
due to high farm income, the relatively favorable 
tax position of the farmer coupled with relatively 
smaller purchases of Government securities by 
farmers, and low consumer expenditures due to 
lack of goods in wartime.

Ownership Pattern—The sixth survey of demand 
deposit ownership (as of July 31, 1945) revealed 
that no basic changes had occurred in the district 
bank pattern established in previous surveys. About 
half of all demand deposits at district banks are 
owned by individuals and half by businesses. Two- 
thirds of the business deposits are divided about 
equally by manufacturing and mining concerns 
and trade establishments, and the remaining third 
is split, again almost equally, among public utili
ties, miscellaneous nonfinancial businesses and 
financial businesses. The district pattern differs 
considerably from that of the country as a whole, 
with the heavy concentration of personal balances 
reflecting the rural and agricultural character of 
the Eighth District. For the nation about two- 
thirds of demand deposits are owned by business.

< Chart II shows the different patterns of owner
ship at four different size classes of Eighth Dis
trict banks as of July 31, 1945. In dollar volume 
the bulk of district demand deposits (44 per cent) 
is held by the size group $1-10 million. The large 
banks (over $50 million) hold 22 per cent of all 
district demand deposits, the $10-50 million group 
about 15 per cent, and the smallest banks (under 
$1 million), 19 per cent.

The chart indicates that more than 75 per cent 

CHART H
DEMAND DEPOSITS AT EIGHTH DISTRICT BANKS
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of demand balances at the largest banks are owned 
by businesses and that only 20 per cent of the small
est banks’ deposits are business accounts. Somewhat 
more than half of all business deposits in the dis
trict are held by the two larger size groups of 
banks and more than four-fifths of the district’s 
individual deposits are in the two smaller size 
groups of banks.

The greatest concentration of business balances 
is in the large metropolitan area *banks which with 
smaller banks in those areas hold about two-thirds 
of the district’s business deposits. The small banks 
are located for the most part in the rural areas of 
the district where relatively little business funds, 
aside from retail trade accounts, are found. A 
large share of the individual deposits in these small 
rural banks belongs to farmers.

Corporate and Noncorporate Deposits—The cur
rent survey pointed to about the same pattern of 
corporate-noncorporate business deposits as re
vealed by previous studies. About two-thirds of 
all business deposits belong to corporations. Man
ufacturing and mining, public utility and insurance 
company accounts are all about nine-tenths corpo
rate. Trade and miscellaneous nonfinancial busi
ness balances are less than 40 per cent corporate, 
while miscellaneous financial business balances are 
about 60 per cent corporate.

While the basic pattern of corporation deposits 
has not changed appreciably in the past year, the 
survey indicates that corporate balances have grown 
relatively less than noncorporate accounts. This 
tends to bear out the opinion that liquid asset growth 
has been greater in smaller businesses than in large 
ones (in general, unincorporated businesses are 
smaller than corporate firms of the same business 
class). It also points to verification of the belief 
that small units have made larger profits after 
taxes during the war than have large businesses.

Recent Trends in Deposit Ownership—Table II 
shows changes in ownership pattern at Eighth Dis
trict banks over the past two years. Because of 
the timing of War Loan drives, there is some bias 
in comparison of ownership totals even when exactly 
comparable calendar dates are used. Demand de
posits, as noted earlier, tend to build up to a peak 
just prior to a drive, be drawn down sharply during 
a drive as securities are purchased, and then grad
ually build up again as the Government spends funds 
brought in by the drive. Businesses in particular 
allow their bank balances to increase just before a 
drive opens. This situation leads to some bias in 
comparing deposit totals of one date with another.

TA BLE  II
DEM AND DEPOSITS OF IN D IV ID U A LS, PARTN ERSH IPS AND 

CORPORATIONS— A LL EIGH TH  D ISTR ICT BANKS—
B Y T Y P E  OF O W N ER

(Dollar figures in millions)
Dollar Percent

change from change from
July 31, July 31, July 31, July 31, July 31, 

1945 1944 1943 1944 1943

Total Business ........... $1,598.8 +294.1 +338.6 +  22.5% +  26.9%
Nonfinancial Business

T ota l...._______  1,416.3 +281.8 +340.5 +  24.8 +  31.7
Manufacturing &

Mining - ...........  549.2 +  90.1 +102.6 +  19.6 +  23.0
Public Utilities .... 156.7 +  26.2 +  13.7 - f  20.1 +  9.6
Trade .................... 556.8 +127.3 +191.9 +  29.6 +  52.6
Other Nonfinancial

Business ...........  153.6 +  38.2 +  32.3 +  33.1 +  26.6
Financial Business

Total* ...................  182.5 +  12.3 —  1.9 +  7.2 —  1.0
Personal (including

farmers) __________  1,621.7 +381.6 +613.1 +  30.8 +  60.8
Nonprofit

Associations ...........  92.8 +  34.6 +  38.8 +  59.5 +  71.9

Total .............. . 3,313.3 +710.3 +990.5 +  27.3 +  42.6
* Includes trust funds and foreign deposits.

Over the two-year period, July, 1943-July, 1945, 
personal balances gained relatively more than busi
ness balances. Almost two-thirds of the dollar rise 
in private demand deposits at'district banks came 
in personal accounts in that period. During both 
years personal balances rose more in dollars and in 
percent than business balances, but in the imme
diate past year business accounts increased six 
times as much as in the preceding year. In the last 
six months business balances gained almost twice 
as much percentagewise as did personal accounts.

This situation reverses the trend of the previous
18 months. From the beginning of the war era to 
mid-1943 the relative gain in business and personal 
deposits was about equal. The great industrial ex
pansion movement came before the middle of 1943 
and the growth of business working balances tended 
to parallel the expansion in industry. When in
dustrial activity reached its very high wartime level 
and subsequently fluctuated about that point, busi
ness balances also leveled off and current accumula
tions of funds went largely into Government secur
ities at the time of War Loan drives.

Bank deposits of individuals (both demand and 
time), on the other hand, continued to rise through
out the war period. Generally speaking, individuals 
were not under the same amount of pressure to 
buy Government securities as were businesses, 
largely because individual funds are widely held 
and cannot be tapped as easily as business funds.

The recent heavy growth in business balances 
reflects several factors. First, it indicates a changed 
attitude on the part of business toward investment 
of idle funds above what is considered reasonable 
working capital funds. Most businesses apparently 
feel that they have sufficient holdings of Govern
ment securities and with large wartime operating 
profits are content to hold more liquid assets in the
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form of cash and bank deposits, even though such 
funds earn no interest. In the last three War Loan 
drives, business purchases of new securities were 
paid for to a marked degree by funds received from 
sale of securities bought in previous drives. In 
other words the net increase in business holdings of 
Government securities in the past year has been rela
tively small. This applies particularly to non- 
financial business. Financial businesses, especially 
insurance companies, tend to hold to a very fully 
invested position.

Second, it indicates additional preparation of busi
ness financial position for the reconversion period. 
Early in 1945 it became evident that this period was 
in the near future since Germany was obviously 
close to defeat then. Third, it points to the fact that 
goods were expected to become more available and 
that inventory rebuilding, especially in retail and 
wholesale lines, would be possible in a short time. 
Fourth, it reflects reinforcement of the desire for 
increased liquidity on the part of business.

The marked growth in business balances in the 
past year and especially in the past month brought 
the increases of the bigger banks where business

accounts are concentrated more in line with the 
gains at smaller banks where individual deposits 
predominate. In the year ending July 31, 1944, 
demand deposits at banks with $10 million or more 
in such deposits actually declined fractionally while 
those at smaller banks rose 23 per cent. Next year 
the smaller banks registered a 33 per cent gain, but 
the larger banks showed an increase of 19 per cent.

The sixth survey of demand deposit ownership 
bears out the general conclusions developed by the 
previous surveys. As noted in earlier reports on 
ownership of deposits, the most important conclu
sion from the standpoint of formulating individual 
bank investment policy is that both businesses and 
individuals seem to desire a high degree of liquidity. 
This situation points to a continuation of high de
posit levels since the most probable factor which 
would tend to reduce over-all deposits would be a 
shift of securities from the banks to nonbank in
vestors. Inasmuch as the reverse of this situation 
seems likely, there is apparently little reason to 
look for an appreciable drop in deposits and in view 
of additional Government financing much more 
reason to forecast further deposit increases.

CURRENT CONDITIONS
(Continued from Page 1)

production. With the release of war plant workers 
there should be no labor shortage anywhere at 
present, but the actual difficulties of shifting work
ers from one plant to another or from one industry 
to another are proving at least temporary bottle
necks in certain industries. Notable among those 
important to the district are steel, lumber, and shoe 
manufacture.

Steel output at district mills and foundries in 
August was down from July and off considerably 
from a year earlier. The operating rate at ingot 
producing furnaces in August was 66 per cent of 
capacity as compared with 69 per cent in July and
86 per cent in August, 1944. Lumber production 
is beginning to move up seasonally but is well 
below last year’s level and off even more from 
peak wartime, output. Southern hardwood mills 
operated at about 72 per cent of capacity in August 
as compared with 90 per cent in August, 1944. 
Southern pine production in August was off about 
8 per cent from last year and was down about one- 
third from average output in 1941-1943. Shoe pro
duction at district factories is also increasing sea
sonally and in addition is running ahead of com
parable months in 1944, but output relative to 
orders is somewhat curtailed.

A second factor currently holding back expan
sion of industrial production in the district is 
shortage of materials. Meat packing activity, for 
example, would increase in the face of present de
mand if more animals were marketed. While out
put may be expected to increase in coming months 
as marketings rise seasonally, it is likely to remain 
well below capacity. As another example, whiskey 
distilleries which have ceased alcohol production 
are faced with a lack of sufficient grain to increase 
production materially. No corn was allotted to 
distilleries for September so that no bourbon 
whiskey can be made, a situation that bears par
ticularly heavily on Kentucky whiskey makers. 
Apparel and shoe manufacturers are also handi
capped by lack of materials.

Construction — Construction activity has been 
picking up all year and is expected to continue to 
increase as long as weather permits. In August 
the value of building permits (new construction 
and repairs combined) in the major cities of the dis
trict was more than three times as large as in 
August, 1944, and 66 per cent greater than in July. 
For the first eight months of this year building 
permits in the district’s cities ran 69 per cent over 
the comparable period a year earlier. A 'substan
tial volume of the current permits represent indus
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