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B u s in e s s  and personal demand deposits constitute one of 
the most important types of Sixth District liquid assets. 

Their use has been one of the instruments that have helped 
sustain employment and income in the face of declining or 
stable Government expenditures. Businesses and individuals 
had an estimated 4.3 billion dollars on deposit in all Sixth 
District banks on July 31. This sum was 5 percent more than 
they had on deposit at the end of January. Shifts between 
the various types of owners of these deposits, however, were 
great. In part, these changes reflect progress made toward 
reconversion of the District’s economy to a peacetime basis.

In percentage terms business deposits, representing about 
a half of total demand deposits of individuals, partnerships, 
and corporations, increased in about the same degree that 
personal deposits did. In terms of dollars, however, business 
deposits increased 112 million, which was 12 million greater 
than the increase in personal deposits. Between the dates of 
previous surveys personal deposits have shown the greatest 
gains. Apparently individuals have used their bank deposits, 
which were built up during the war, to purchase goods pre
viously in short supply. About a fifth of the personal de
posits, or 406 million dollars, were those belonging to farm
ers.

These estimates of demand-deposit ownership in the Sixth 
District- are based upon reports made by 97 Sixth District 
member banks. These banks classified the deposit accounts 
of individuals, partnerships, and corporations at their banks 
by type of ownership. From their reports, estimates were 
made of the amounts in both member and nonmember banks 
of demand deposits owned by various types of businesses 
and persons.

With the exception of insurance companies, all types of 
businesses showed increases in deposits during the six-month 
period. The increase in the deposits of manufacturing and 
mining concerns of 41 million dollars was the greatest, fol
lowed by a 31-million-dollar increase in the deposits of re- 
tail- and wholesale-trade concerns. Previous surveys have 
shown deposits of companies engaged in retail and whole
sale trade increasing much more rapidly than those of manu
facturing companies. From July 1945 to January, for exam
ple, these deposits increased 16 percent compared with a 
decline of 13 percent for manufacturing and mining com
panies.

Ownership changes do not necessarily indicate varying de
grees of activity in different types of businesses. In some 
instances a decline in deposits may measure the success of a 
particular type of business in reconverting to peacetime con
ditions. The slowing down of the increase in the deposit bal
ances of retail- and wholesale-trade firms in spite of growth 
in sales, for example, probably reflects the ability of these 
concerns to increase their inventories. It also reflects the in
crease in credit these concerns have given their customers in 
recent months. The decline in the accounts of public utilities 
and transportation companies may reflect recent expendi
tures for capital development. Bank deposits are undoubt

edly one type of assets used to pay for construction, which, 
as shown elsewhere in the Review, has been at a high level.

Many manufacturing concerns were faced with the neces
sity of making large expenditures when they ceased wartime 
operations. The survey conducted in January indicated, how
ever, that the decline in mining deposits and manufacturing 
in the Sixth District had not been as great as it had been na
tionally. This condition was explained partly by the rela
tively minor importance of strictly war industries in the 
District compared with their importance in other districts. 
The sales by nondurable-goods manufacturers, such as cot
ton-textile concerns that are the most important manufac
turing companies in the District, have been high in recent 
months. These high sales help explain the increase of 9 
percent in District manufacturing and mining deposits for 
the six months ending in July compared with the decline of
7 percent in the previous six-months period. Changes in 
other types of accounts are shown in table 1.

TABLE 1
ESTIMATED DEMAND DEPOSITS OWNED BY INDIVIDUALS, 
PARTNERSHIPS, AND CORPORATIONS IN ALL COMMERCIAL 

BANKS IN SIXTH FEDERAL RESERVE DISTRICT 
(In Millions oi Dollars)

Type oi Ownership July
1946

Dollar 
Change 
Ian. 1945 
July 1946

Percent 
Change 
Jan. 1945 
July 1946

Percent 
Distribution 
Jan. 1946

Manufacturing and m ining. . .  
Public utilities, transporta

470 +  41 + 9 10.8

tion, and com m unications.. 247 4* 1 +  1 5.7
Retail and wholesale trad e . . . 909 +  31 +  4 20.9
All other nonfinancial*........... 249 +  3 +  1 5.7

Total, nonfinancial............. 1,875 4- 76 +  4 43.1
Insurance com panies............... 72 — 1 — 2 1.7
Trust funds of banks............... 51 +  9 +  23 1.2
All other financial**................. 227 ,+ 28 +  14 5.2

Total financial..................... 350 +  36 +  11 8.1
Total business........................... 2,225 +  112 +  5 51.2
Nonprofit organizations...........
Personal, including farm ers...

98 — 7 — 7 2.3
2,018 +  100 +  5 46.5

Total individual, partner
1 — 1 — 53

ship, and corporation........... 4,342 +  204 +  5 100.0
‘ Including construction-contracting establishments, theaters, and hotels,
laundries, garages, repair shops, and other service establishments.

**Including investment, loan, and insurance eagencies; real-estate busi
nesses, etc.

During the war Government-credit expansion was so rapid 
that most banks in the District shared the resulting phenom
enally rapid increase in total deposits. The increase was 
particularly rapid for banks in communities where the war 
program brought in unusually large amounts of additional 
funds created by the banking system as a whole. A bank 
that did not experience a large wartime increase in business 
and personal deposits was a rare exception. A survey of 
deposit changes between 1939 and 1945 of Sixth District 
member banks showed that only one in 20 had a deposit 
increase smaller than 200 percent, while one in every three 
had an increase of more than 500 percent. Only one of the 
297 banks surveyed experienced an increase of less than 100 
percent.

With the elimination during 1946 of the expansion of the 
Government debt as the primary factor in deposit creation,
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increases in the total bank deposits have become dependent 
upon the action of private credit. The rise in private credit 
has been substantial, but it has not been sufficient to offset 
the decline in Government credit. Recently banks have been 
faced with the necessity of adapting their operations to de
creases in Government deposits occasioned by Government 
withdrawals for debt redemption. In addition, although per
sonal and business deposits have not declined throughout the 
District as a whole, these deposits at certain banks have 
decreased. Declines in deposits at some banks and increases 
at others may be expected in the future although a smaller 
total of nongovernment deposits in all banks is not antici
pated immediately.

TA B LE 2
PERCEN T CH A N G ES IN OW NERSHIP O F  DEMAND D EPO SITS O F  IN DI

V ID UA LS, PARTNERSHIPS, AND CO RPORATION S IN S ELEC T ED  
SIXTH  D ISTRICT MEMBER BANKS W ITH D EPO SITS O F  

FROM  O N E TO TEN M ILLION DO LLARS

Classified Accounts*
Mfg. and m ining..........
Pub. util., trans.,

and com......................
Retl. and whsle. trad©.
All other nonfin...........
Insurance com panies.. 
All other financial. . .  
Trust funds—banks..
Nonprofit assns.........
Personal.......................

Farm ers...................
O ther......... ..............

Total clsfd. accts .. . .
Nonclsfd. accts...............
Total demand deposits 

indivlds., partns. and 
corps........... .................

Ala. F la . Ga.

+  79

+  92 
+ 0
— 19 
+ 5 + 10 
+  288
— 36

— 14
— 3 
+  5
—  1

— 41

+ 22 
+ 20 
+  52
— 94 
+  7 
+  27 
+  3

+  ’43 
+ 10 
+  14 + 12

+  35

15.+++ 11 — 2

La. Miss. Tenn. Dist.

+  15

+  43 
+  7 + 22 
— 26 + 10
— 41 
+  54

— 39 
+  9 + 6 + 6

+ 6

+  38

— 39
— 7 
+ 21 + 66 
+  32

+ '22
— is
— 3
—  1 
— 7

— 13

— 6 
— 10 
+  33
— 40 
+  5

— 57
11" i 
+  15
— 4 
+  5

+ 8
+ 6 
+  4 + 22 
— 61 
+  14 
+  18 
— 24

+  '14 
+  7 
+  7 
+  3

0 +  5
* Accounts above $3,000 are classified.

rates of change of these banks in total demand deposits. 
However, according to the estimates based on the sample of 
the banks reporting, there were decreases in the deposits of 
all types of nonfinancial businesses except manufacturing 
and mining at the banks having deposits of less than one 
million dollars. These decreases were counteracted by in
creases in deposits of nonfinancial business concerns and of 
persons. The result was that the total was approximately the 
same on July 31 as it was at the end of January. The de
posits of retail- and wholesale-trade concerns constituted 
about one fifth of total demand deposits at the banks in all 
size groups. The decrease of 19 percent in these accounts at 
the small banks, therefore, did much to prevent the increase 
in total deposits. The larger banks’ trade accounts showed
increases.

The nature of these declines is revealed when the banks 
reporting changes are grouped by state and by amount of 
deposits. Table 2 shows by states the percent changes in 
various types of classified deposits in banks with deposits 
of from one to 10 million dollars. The most striking fea
ture of the table is the wide variation in deposit behavior 
from state to state. Still greater variations are found from 
bank to bank. Manufacturing deposits of $3,000 or more in 
these banks increased 8 percent for the District as a whole. 
The banks in Alabama, however, reported increases of 79 
percent, and Florida banks reported a decrease of 41 per
cent. Changes at the banks in the other states ranged between 
these two extremes. The changes in the classified deposit 
accounts of public-utility and transportation companies ranged 
from a decrease of 39 percent in Mississippi to an increase of 
92 percent in Alabama. Equally as great variations are found 
in other bank groups.

Assuming that the deposits of corporations represent the 
deposits of the larger business concerns, deposits of the 
larger concerns of the District have increased more than 
those of the smaller ones. Corporate business deposits in
creased 7 per cent compared with the increase of one percent 
for deposits of other types of business organizations. De
posits of more than $25,000 by businesses in all banks in 
the District rose an estimated 10 percent. The amounts of 
the deposits less than $25,000 remained almost unchanged.

The differing nature of the deposit structures of the banks 
of different sizes explains to some extent the differences in

The types of persons or businesses who own the greater 
portion of the deposits at an individual bank will greatly 
determine the future trends of its deposits. A bank with a 
large proportion of a certain type of deposit that declines 
more readily than other types can, of course, expect declines 
in total deposits greater than those in banks that do not 
have as large a proportion of that type of deposit unless 
withdrawals are offset by increases in other types of ac
counts. The recent survey of liquid assets indicated that dur
ing the first quarter of 1946, for example, farmers expected 
to use their liquid assets to a greater extent than other per
sons in making purchases of durable goods when they be* 
came available. Farmers planned to buy machinery, repair 
and construct farm buildings, and use their deposits for 
production purposes. If they are successful in carrying out 
their plans and if their expenditures during the next six 
months exceed their cash incomes, a decline in this type of 
farm deposits may be expected. This decline, of course, will 
probably be balanced by an increase in other types of 
deposits, but the latter may not necessarily be kept in the 
same banks. The coming period in which the total of busi
ness and personal deposits will probably be stable or in
crease only moderately will, therefore, present problems 
much different from those of the period of rapidly increas-
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