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Wartime Holdings of Liquid Assets

A l t h o u g h  wartime activity in the District and in the 
. nation continues at a high level, increasing attention 

is being directed toward the economic problems of the 
postwar period. Significantly all the postwar plans stress 
the importance of maintaining employment at a satisfac
tory level. It is neither desired nor expected that the ex
tremely high wartime levels of employment will be main
tained. These levels have been possible only because of 
heavy wartime demands on the part of the Government. In 
the postwar period when Government spending for war is 
sharply reduced, outlays that will support a satisfac
tory level of employment must be provided in other ways. 
The willingness and ability of consumers to buy the 
products of industry and agriculture constitute a leading 
factor in determining the amount of business outlay and 
employment. Hence much of the thinking regarding post
war economic problems has stressed the position of the 
mass of individual consumers in an effort to forecast 
their behavior in making purchases.

The Growth of Liquid Assets

The effect of the war upon incomes and expenditures 
of most individuals in the economy has been twofold. 
Their disposable incomes have risen due to longer hours, 
higher wage rates and more profitable business opera
tions; and their ability to purchase such consumers’ 
goods as they desire has been seriously curtailed by the 
needs of war production. The result has been mass sav
ing on a hitherto unknown scale, and the accumulation 
of liquid assets in very large amounts.

It is, of course, not necessarily true that all accumula
tions of liquid assets represent money saved out of in
come during a given period. So far as an individual is 
concerned, it is clear that he may add to his bank ac
count, for example, simply by converting a less liquid 
asset into money. Again, a business firm that accumu
lates funds for replacement of equipment is not, strictly 
speaking, saving. In spite of these qualifications, there 
is little question but that the growth of liquid assets in 
the hands of individuals largely represents saving. The 
large accumulations of liquid assets in the hands of busi
nesses probably represent saving to a lesser degree, in 
view of the fact that maintenance has been deferred, re

placement of equipment has been delayed, and inven
tories have been reduced during the war.
The Concept of Liquidity

Any summary of liquid asset holdings is necessarily 
predicated upon a more or less arbitrary definition of 
liquidity. That there are degrees of liquidity must readily
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Year-end figures. Logarithmic vertical scale; that is, equal vertical dis
tances measure equal percentage changes rather than absolute amounts.

be admitted. Whether specific types of assets are liquid 
or non-liquid may ŵ ell be subject to interpretation. No 
type of asset possesses greater liquidity than currency.
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Yet demand deposits, convertible on demand into cur- Although the growth in time deposits during the war 
rency, are so liquid that they are normally included within has not been so spectacular as that of demand deposits, 
the meaning of the term money. So far as availability for it has been impressive, particularly in the light of other 
spending is concerned, time deposits fall into the same factors. The increase has occurred in the face of steadily 
category, in spite of the fact that banks are legally privi- declining interest rates payable on such deposits. In fact 
ledged to require advance notice of withdrawal. (Whether many banks have not only ceased paying interest on de
holders of savings deposits are as likely to spend their posits of large size, but have in other ways discouraged 
money as holders of demand deposits is another ques- them. Further, time deposits have increased at a time 
tion.) when a new form of investment—the United States sav- 

While individual holders of Government securities re- higs bond— was being offered. Efforts to sell the latter 
deemable on demand naturally regard them as highly have of course been considerable, and individuals in the 
liquid, it is argued by some that United States savings District have purchased more than 4 billion dollars’ worth 
bonds are not truly liquid because the Government could in the past five years. During the same period time de- 
not redeem them all out of currency and deposits at any posits have increased by 2 billion dollars. Nor has this 
one time. This is true, and large scale redemption would r&te of growth been more than slightly retarded during 
have to be matched in some degree by sale of new securi- war loan drives. There is little evidence of a tendency to 
ties to other buyers. However, it is doubtful whether for draw money out of savings accounts for the purchase of 
the purposes of this study United States savings bonds United States savings bonds, although growth of time 
should be regarded as basically different from time de- deposits would no doubt have been larger had not the 
posits. Both represent assets that may be regarded by sale of savings bonds been in progress.
many as long-term holdings, but thev are also assets ^  , .. . , ,

1 • i 1̂ • j- i i i j • j- 4. 1 j  Ownership of Liquid Assetsw hich  the individual h older m a y  im m ed iately  d raw  upon r  n
for spending. Statistics shown in the table below are inclusive of

. individuals, partnerships, and corporations. Reasonably
Twelfth District Holdings accurate estimates may be made as to the proportion of

The accompanying table shows changes in holdings of the various types of assets held by individuals as such,
liquid assets in the Twelfth Federal Reserve District as against that held by businesses. No precise informa-
since December 31, 1939. Totals for the United States tion is available concerning the ownership of coin and
are given for purposes of comparison. currency in circulation. There is reason to believe, how-

The rate of growth of liquid assets during the war has ever, that a very large part of the growth in circulation
been markedly greater in the Twelfth District than in the of coin and currency during the war represents increased
nation as a whole. This again emphasizes the fact that holdings of individuals. Some increased need for coin
increased holdings are a war phenomenon, and that the and currency on the part of firms doing an increased
District has experienced a considerable concentration of volume of business has undoubtedly been felt, but on
war activity. The rise in circulation of coin and currency the whole it is probable that this increase has been small,
has been particularly pronounced, being substantially Again, the very great increase in the circulation of bills
greater percentagewise than for the country as a whole, of larger denomination represents primarily the demand
This is not surprising in an area where currency for of individuals. It is likely that of the estimated 2.9 bil-
large industrial and military payrolls is required, where Hon dollars of coin and currency in circulation in the
incomes have risen markedly, and where extensive mi- District on December 31, 1944 at least 2 billion was held
gration has interfered with established checking account hy individuals.
practices. In the case of demand deposits also the war The periodic survey of the ownership of demand de
growth in the District has been unusually great, deposits posits made by this bank indicates that about two-thirds 
having shown an increase of 246 percent in the District of demand deposits were held in business accounts as of 
as against 116 percent for the nation as a whole. July 31, 1944. Although no information is available con-

L i o r i D  A s s e t 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

(m ill io n s  of do llars)
Coin and

currency in Demand Time Postal Sav ings and loan U . S. savings
t— circulation— f------ -deposits-------N (-------deposits-------N t------- savings--------N <■------ accounts------ * <------bonds1------  ̂ (------- Total-------

End of 12th 12th 12th 12th 12th 12th 12th
year Dist.2 U . S. Dist. U . S. Dist. U . S. D ist.3 U . S. D ist.3 U . S. D ist.4 U . S. Dist. U . S.

1939   562 6,401 1,980 29,793 2,600 25,781 130 1,278 377 3,900 57 2,209 5,706 69,362
1940   642 7,325 2,355 34,945 2,715 26,435 137 1,303 418 4,300 82 3,195 6,349 77,503
1941   863 9.615 2,942 38,992 2,763 26,416 139 1,313 423 4,685 303 6,140 7,433 87,161
1942 . . . .  1,509 13,946 4,612 48,922 3.066 27,016 163 1,415 467 4,910 1,236 15,050 11,053 111,259
1943   2,209 18,837 6,222 60,815 3,815 30,950 223 1,786 540 5,464 2,784 27,363 15,793 145,215
1944s .................  2,983 23,800 6,858 64,279 4,798 36,043 296 2,350 693 6,150 4,368 40,361 19,996 172,983
Increase 1939-44

A m o u n t____  2,421 17,399 4,878 34,486 2,198 10,262 166 1,072 316 2,250 4,311 38,152 14,290 103,621
Percent ____ 431 '272 246 116 84 40 128 84 84 58 . .  . .  250 149

1 Excludes United States savings stamps, estimated at 165 million dollars for the United States and 20 million for the District on December 31, 1944.
2 1939 estimated; increases actual.
3 Estimated.
1 Net amounts outstanding- based on actual sales and estimated redemptions.
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cerning the ownership of time deposits, postal savings, 
and savings and loan association accounts, it is assumed 
that virtually all of these funds were held by individuals.

Ownership of United States savings bonds sold in 
the District can be estimated with substantial accuracy. 
Sales to non-individuals are in any case small, and on 
the basis of actual national figures it may be estimated 
that of the 4.3 billion dollars held in the District on De
cember 31, 1944 individuals owned 4 billion.

While most discussion concerning the effect of Gov
ernment security holdings on the postwar economy lim
its attention to United States savings bonds, it should be 
noted that holdings of other Government securities both 
by individuals and by businesses have increased greatly 
during the war period. These securities, not being re
deemable on demand, are presumed less liquid than 
United States savings bonds. Nevertheless if, as is ex
pected, a ready market for all Government securities is 
maintained, the individual holder is likely to regard all 
Government securities as highly liquid. No precise in
formation is available concerning the ownership of these 
other Government securities. It is estimated, however, 
that at the end of 1944 personal (as opposed to business) 
holdings of Government securities other than savings 
bonds amounted nationally to 13 billion dollars. On this 
basis individual holdings in the District amounted to 
about 1.5 billion dollars.

Broad estimates of the ownership of liquid assets as 
between individuals (as persons) and business firms in 
the District at the year end are summarized in the fol
lowing table:

In hands of In hands of
individuals business firms

(billions of dollars)
Coin and currency.......................................................  2.0 .9
Demand deposits.......................................................... 2.3 4.5
Time deposits................................................................. 4.8 ■—■
Postal savings................................................................. .3 —
Savings and loan accounts......................................  .7 —
United States savings bonds....................................  4.0 .3

Total .................................................................................. 14.1 5.7

Not a great deal is known concerning the types of in
dividuals owning major shares of wartime liquid asset 
accumulations. In the United States savings bond cate
gory approximately half of all sales in the last two years 
have been of the $25 and $50 denominations for the 
country as a whole. This fact, together with such infor
mation as can be had from income tax returns, tends to 
bear out the opinion that most of the wartime increase 
in savings has been accounted for by persons with in
comes between $2,000 and $5,000 per year.

Other Forms of Saving

Much has been said about the probable effects of liquid 
asset accumulations upon postwar spending. There are, 
however, a number of other considerations. Liquid asset 
accumulations alone do not tell the entire story. Consum
ers as a class have also made themselves more liquid 
during the war period by reduction of debt. Further
more, they have added to assets of a non-liquid char
acter, a development that of itself might significantly af

fect their postwar decisions on spending. And in spite 
of wartime restrictions they wrere able in the early wTar 
years to add very substantially to their ownership of con
sumers’ goods of a durable nature.

Estimates of the quantities represented by these other 
factors are available only for the nation as a whole and 
even these are subject to some qualification. On the basis 
of the national figures, however, the essential elements 
can be approximated. During the period January 1, 1940 
to December 31, 1944, individuals in the Twelfth District 
added to their insurance and pension reserves an esti
mated 3 billion dollars. Such additions as consist of 
payments to Government and private pension plans do 
not of course represent funds available for spending. 
Nor is it likely that people will draw freely upon the 
cash value of life insurance policies for the purchase of 
goods. Nevertheless both of these items represent changes 
in the financial status of individual consumers that will 
have their effects on consumer outlays. It is estimated 
that residents of the District increased their equities in 
non-farm dwellings by almost a billion dollars during 
the period, taking into account new purchases and net 
change in debt. Liquidation of other debt, mostly of the 
instalment variety, amounted to about a quarter of a 
billion dollars. Finally, it is estimated that automobiles 
and other consumers’ durable goods to the value of 4.6 
billion dollars were purchased during the period. Fully 
half of these purchases were made in 1940 and 1941, 
when production of consumers’ goods wTas at peak levels.

Postwar Effects of Liquid Asset Accumulations1
Presumably, then, consumers will find themselves in 

this general position when war ends. They will have 
accumulated, principally by saving out of income, very 
large amounts of liquid assets; they will have reduced 
debts; they will have built up very considerable pension 
and insurance reserves; and, because of shortages, they 
will have been able to purchase consumers’ durable goods 
only in small and inadequate amounts since 1941. This 
means that consumers will have, at the close of the wTar, 
ample means to buy large quantities of goods, particu
larly if they draw upon accumulated funds. It also 
means that there will be large and urgent gaps in con
sumers’ supplies of goods of all kinds, particularly of 
durable goods such as automobiles, washing machines, 
and refrigerators.

Before attempting to assess the effects of these events 
on consumers’ decisions, two other factors having an in
direct bearing on these decisions should be mentioned. 
Although most of the liquid funds accumulated during 
the war are held by individuals, substantial amounts are 
held by corporations and other business firms, and it goes 
without saying that money outlays made by them con
stitute part of the general pattern that will determine 
income and employment levels. Many business firms in 
the District, as elsewhere, have reduced inventories and
1 I t  is recognized that not all liquid assets represent accumulations in the 

sense of idle balances. Some proportion of coin and currency and bank de
posits, including no doubt a part of the wartime increases, are “ working”  
balances in the sense of being needed for current transactions.
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deferred maintenance and replacement of plant and equip
ment during the war. When the war ends they will have 
liquid funds in substantial amounts to spend for these 
purposes, as well as for expansion of facilities, and if 
prospects for the sale of their products are good, outlays 
will be made. Such outlays may very well even involve 
the spending of newly borrowed funds. The significant 
thing is that business outlays will depend less upon the 
availability of liquid funds than upon the general busi
ness outlook. The presence of accumulated funds should 
tend to encourage business expenditure, however. First, 
the fact of a large volume held by individuals is likely to 
be considered as evidence of a high level of future de
mand and to encourage production in anticipation of such 
demand. Second, most business firms are probably some
what less cautious in making capital outlays from their 
own cash balances than they are when it is necessary to 
borrow.

The other major contributor to the total spending 
stream is Government. Continued Government spend
ing at a relatively high level for some time after the war 
might well constitute an inflationary factor of great sig
nificance, particularly if extensive borrowing resulting 
in the purchase of securities by the banking system is 
necessary. It is difficult to forecast the postwar level of 
Government spending because that depends upon policy 
regarding military security as well as upon policy with 
respect to public works and the like. But it may be ob
served that spending for purposes arising out of the war 
cannot be expected to cease immediately when the fight
ing ends. It is more reasonable to expect first a sharp 
reduction as war ends, but with spending remaining at a 
high level relative to prewar years, then a gradual taper
ing off for several years after the war.

These factors, together wTith pent-up consumer de
mands, will exert strong upward pressures upon prices 
during the immediate postwar period while supplies of 
consumer goods are still scarce. Later, assuming that 
reconversion is safely passed without prolonged unem
ployment or destruction of confidence, the full play of 
consumer demand gradually unleashed will develop con
sumer purchasing on a large scale. Should this be accom
panied by a tendency to supplement spending of current

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

daily average—100 t------- adjustment-------- \ t adjustment--------n
1945 ,---------1944---------N 1945 ,----------- 1944--------- ,
Jan. Dec. Nov. Jan. Jan. Dec. Nov. Jan.

Department store sales (value)1
Twelfth District.................... 247 233 253 208 197 373 299 166
Southern California............  256 241 267 212 215 384 306 179
Northern California............  226 210 230 185 182 351 276 149
Portland ..................................  212 238 247 198 172 352 288 161
Western Washington . . . .  298 276 293 256 228 440 351 195 
Eastern Washington and

Northern I d a h o ............... 247 221 228 204 164 321 274 136
Southern Idaho and Utah. 238 222 248 221 170 363 311 157
Phoenix ..................................  283 260 267 235 244 428 313 202

Carloadings (number)2
Total .........................................  129 119 114 rl28  102 105 114 rlOl

Merchandise and misc.. . 146 141 128 rl32 123 126 128 r l l2
Other ..................................... 107 91 95 rl22 77 79 97 r 88

1 Revised series. Tabulations of back figures for these and other cities and 
areas will be made available upon request.

2 1923-25 daily average =  100. 
r Revised.

income by drawing substantially upon accumulated liquid 
assets or by a considerable and rapid expansion of con
sumer credit while pent-up demands remain unsatisfied, 
serious price increases would be inevitable, in the absence 
of direct controls.

The assumed spending of savings once the wrar is 
over is an important element in the line of thought that 
sees inflation as a possibility at that time. There are, 
howTever, potent reasons that argue against immediate 
postwar spending of accumulated funds on a large scale. 
Reduction of the work week to 40 hours and shifts from 
high-paying wrar industries to lower-paid jobs in civilian 
goods industries are known factors that will sharply re
duce wage incomes, assuming no change in basic rates 
of pay. Retirement of temporary workers from the labor 
force will further reduce family income in many cases. 
To this marked drop in incomes must be added the effects 
of unemployment, which is likely to be fairly widespread 
during the reconversion period. These factors will be 
particularly significant in war production areas, which 
are so important in the Twelfth District.

A  sharp reduction in family incomes is likely to encour
age people to conserve their accumulated liquid funds. 
If at the same time there is uncertainty as to the employ
ment outlook, those in possession of liquid savings will 
probably be still slower to draw upon them. Under these 
conditions, although consumers may spend a larger pro
portion of their current income, total consumer expendi
tures are likely to be less than before the drop in incomes 
occurred. Developments such as these would tend to 
offset the potential inflationary effects of existing liquid 
fund accumulations in the reconversion period.

Over the longer period, the tendency of consumers to 
spend or not to spend their savings will reflect as well 
as affect the current level of activity. If the economy is 
operating at a high level and there is a general feeling 
that employment prospects in the future will continue 
good, it is reasonable to expect a greater willingness to 
draw upon reserve funds for spending than would other
wise be the case. A  belief that employment or wages will 
decline is likely to result in greater caution in the spend
ing of reserves. Aside from these factors, however, the 
general attitude that consumers will take toward their

Banking and Credit-
Averages of Wednesday figures

(m illions of dollars) 1945
Change from

■tnAA

Condition items of weekly reporting Jan. Dec. Nov. Jan.
member banks

Total lo a n s ................................................ 1,055 —  16 +  / 2 + 88
Com’l., ind., & agric. loans............ 517 +  1 +  14 + 1
Loans to finance transactions in :

U . S. Government securities. . . 87 —  22 +  47 + 70
Other securities............................. 56 +  3 +  5 + 24

Real estate loans.................................. 296 —  1 +  1 7
All other loans.................................... 99 +  3 +  5 0

Total investments .................................. 5,061 +  135 +  504 +  1,217
U . S. Government securities.......... 4,692 +  138 +  481 +  1,150
All other securities............................. 369 —  3 +  23 + 67

Adjusted demand deposits................... 3,050 +  53 —  36 + 362
Time deposits............................................ 1,682 +  39 +  5 6 + 327
United States Government deposits. 1,030 +  50 +  566 + 446

Coin and currency in circulation
Total (changes on ly ). ........................... — +  5 +  62 + 787
Fed. Res. Notes of F. R. B. of S. F. 2,700 +  7 +  61 + 759

Member bank reserves................................ 1,709 +  19 +  22 + 259
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savings is to a large extent unknown and unpredictable. 
Many will not have had such accumulations of funds be
fore in their lifetimes. Many will also have lived through 
lean years in the thirties and will be influenced by the 
knowledge that hard times may come again. These con
siderations will tend to counterbalance their desire to 
spend their savings.

It must be emphasized that the total volume of spend
ing in the postwar period will be a composite of the de
cisions of business men, Government, and individuals as 
consumers. It is not possible effectively to analyze how 
each will behave except in terms of the behavior of the 
other two. The very large accumulations of liquid funds 
in the hands of businesses and individuals constitute reser
voirs of potential spending and under some circumstances 
might result in inflation. As has been emphasized, much 
will depend upon the psychology of the individual con
sumers who hold the bulk of the liquid assets. While the 
danger of inflation should not be discounted, it is well to 
avoid any fixed idea that these persons will engage in a 
mass scramble to purchase consumers’ goods immediately 
after the war. For the longer period, much will depend 
upon the success and speed with which reconversion is 
accomplished. Demand for some types of goods will prob
ably exceed production for a fairly extended period, and 
price controls will be necessary in those cases to prevent 
price rises. On balance, however, it seems likely that in
dividual holders of funds will regard most of their ac
cumulations as more or less permanent funds insuring

them against emergency needs and providing for their 
retirement.1 Perhaps the greatest significance of such 
accumulations will be their effect upon spending out of 
current income. Should the ownership of accumulated 
liquid assets cause individuals on the whole to spend a 
larger proportion of their current income, meanwhile not 
drawing upon accumulated funds, the result might be a 
desirable stabilizing influence upon the economy.

The problem for the Twelfth District is not signifi
cantly different from the problem for the country as a 
whole. Since there has been a marked concentration of 
war activity in the District, incomes have risen more 
here than in the country as a whole, and the accumula
tions of liquid funds are proportionately greater. On the 
other hand, the deflationary pressures immediately fol
lowing the cutback of war contracts will also be greater. 
As has now been emphasized repeatedly, the peculiar 
problem of the West in this respect lies not only in the 
fact that industry has expanded more here than else
where, but also in the fact that Western war industry 
consists predominantly of newly-built facilities not suit
able for quick conversion to peacetime production. If 
wartime accumulations of liquid assets can assist in 
maintaining spending during the difficult period be
tween cutback of war contracts and full scale peacetime 
production, they will have served an important purpose.
1 It may be noted that time deposits, which rose sharply during World W ar  

I, showed no decline after the war, but continued to rise throughout the 
1920’s.

Postwar Intentions of Pacific Coast Manufacturers

M
a n u f a c t u r i n g  employment in the three West Coast 

states more than doubled between 1939 and 1943, 
having increased from 560,000 to 1,590,000. Wartime 
production is highly unbalanced, in terms of peacetime 
operations, with fully half of all manufacturing employ
ment in shipbuilding and aircraft. The extent to which 
the recent industrial expansion can be retained depends 
on the extent to which new war plants are converted to 
peacetime operation, as well as on the extent to which 
prewar concerns are prepared to expand and new fac
tories are established. With this in mind, the Federal Re
serve Bank of San Francisco, in cooperation with the 
Committee for Economic Development, made a survey in 
the spring and summer of 1944 of West Coast manufac
turers to determine what they intend to do after the war 
with the plants, including Government owned plants, that 
they now operate; what outlays they think will be neces
sary to change over to intended postwar production; 
where they expect to get the funds; and how many people 
they expect to employ after making the intended outlays. 
Manufacturers’ intentions presented in this article are 
based upon reports from 857 firms, which represented 28 
percent of all Pacific Coast manufacturing employment in 
1939 and 45 percent in 1943. Excluding aircraft and ship
building, reporting firms represented 24 percent of total 
employment in manufacturing in 1939 and 23 percent in

1943. Coverage of individual industries varied consider
ably, however.

The reports are those of existing firms, and estimates 
based on their intentions do not include any allowance 
for the entrance of new firms into Pacific Coast manu
facturing. Estimates presented are based on the summa
tion of individual reports, not on the consensus of re
porting manufacturers about postwar prospects of their 
industries. In other words, industry totals have been esti
mated by this bank from the survey results. In other re
spects (except for the few industries noted in the table 
on page 19), the totals reflect the opinions of cooperating 
firms only. Concerns wyere asked to report their expected 
postwar employment on the assumptions both of good 
and of poor general business conditions. It should be 
noted that the amount of employment indicated under 
good or under poor business conditions does not, in turn, 
itself afford a basis from which to predict that business 
conditions will be, in fact, good or poor.

On the basis of the intentions expressed in 1944 by the 
reporting sample, present West Coast manufacturers 
would employ about 780,000 persons after the change
over to postwar operations, under good general business 
conditions. This would be about 40 percent more than 
were employed in 1939, but 50 percent less than in 1943, 
the peak year of wartime employment. However, manu-
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facturers not in aircraft and shipbuilding expect to em
ploy almost as many as they did in 1943. Manufacturers’ 
intentions under poor business conditions indicate em
ployment of some 500,000 persons, about 65 percent of 
the above figure of 780,000. Conversion of war plants to 
postwar production of new products is expected to be 
negligible. Investment outlays planned in the change to 
postwar operations are indicated to be fairly substantial, 
however, writh about one-third of the total being for in
ventory accumulation. Funds are expected to be provided 
in large part from manufacturers’ own resources.

Plant use and investment outlays

Results of the survey suggest that little can be expected 
in the ŵ ay of conversion of ŵ ar plants to peacetime pro
duction. So far as the survey shows, no major shipyard 
or aircraft plant is to be converted to large scale manufac
ture of new products. For manufacturing as a whole, 
plants accounting for about 42 percent of the total value 
of production at February 1944 rates are to be closed 
down; plants accounting for 54 percent are to be used in 
producing prewar products; and plants accounting for 4 
percent are to be used in manufacturing new peacetime 
products. Exclusive of the shipbuilding and aircraft in
dustries, the figures are as follows: 3 percent of the plant 
capacity is to be closed down, 91 percent is to be used in 
making prewar products, and 6 percent in making new 
products.

It is estimated, again on the basis of reporting firms’ 
intentions, that up to 430 million dollars will be spent on 
capital outlays by West Coast manufacturers. This is ex
clusive of any allowance for the new integrated steel 
works at Fontana or for the new nonferrous metals plants 
in California and the Pacific Northwest, which may re
quire additional heavy investment if they are to be kept in 
operation. Somewdiat more than half of the total outlay is 
indicated to be for plant and equipment. This amount, if 
in excess of 200 million dollars, as indicated by the maxi
mum estimate in the accompanying table, would be about 
twice as large as expenditures of Pacific Coast manufac
turers for plant and equipment in 1939, which amounted

to an estimated 110 million dollars. It would also be an 
appreciable proportion of the total wartime Government 
investment of about 2 billion dollars in new war plants in 
the area and almost half the estimated 500 million dol
lars of private expenditures for war plant and equipment 
during the same period.

About 7 million out of the 430 million dollars is in
tended for the purchase of Government owned plant and 
equipment, with the aircraft industry being the most im
portant single buyer; 70 million is intended for new plant 
construction; 85 million is for structural additions, altera
tions and repairs; 60 million is for retooling, wTith the 
aircraft industry again standing out ; 155 million is for 
the accumulation of working inventories, particularly by 
the lumber and timber industry and the aircraft industry ; 
and 55 million is intended for other purposes.

None of the reporting manufacturers expect difficulties 
in raising the necessary funds. Two-thirds of the intended 
outlays are expected to come from the manufacturers’ owrn 
resources. Banks are expected to furnish about 20 per
cent, and 13 percent is to be obtained from other sources 
— investment bankers, parent corporations, or stock
holders.
Intended employment

From the intentions of reporting firms, it is estimated 
that, after making the outlays necessary to change over to 
intended postwrar operations, West Coast manufacturers 
as a group expect to need about 780,000 employees in 
an ordinary year of good general business conditions, 
or 40 percent more than in 1939. Compared w7ith 1943, 
the wartime peak year, the figure of 780,000 represents a 
decrease of 51 percent. The big drops will occur in ship
building and aircraft plants, with other manufacturers as 
a whole expecting to employ nearly as many people in a 
good postwar year as in 1943, but on a shorter work week. 
Some industries hope to use more employees than in
1943. The bakery products ; confectionery, beverages and 
related products; miscellaneous food and kindred prod
ucts ; textile mill products; wearing apparel, both men’s 
and boys’ and women’s and children’s ; lumber and timber

E s t i m a t e d  P o s t w a r  O u t l a y s  o f  W e s t  C o a s t  M a n u f a c t u r e r s 1

Bv selected industry groups

r

—Total outlays2— Purchase of 
(millions of dollars) G ov’t owned 
inimum Maximum plant & equip.

-----------------Purpose of outlays-------------
(percent)

New Structural Accum.of 
plant additions Retool- working 
const. &  repairs ing inv’tories

All
other

>/• - 

Total

Source of funds 
(percent)

Own 
re

sources Banks

■ > 

All 
other

26 36 — 48 23 10 3 16 1 0 0 72 25 3
70 80 — 2 42 2 52 2 1 0 0 96 3 1

7 10 — ■ 4 19 25 50 2 1 0 0 82 18 —
10 20 1 52 29 10 7 1 1 0 0 89 8 3
21 29 — 60 40 — — — 1 0 0 43 — 57

5 10 — 14 43 33 2 8 1 0 0 64 35 1
16 19 3 23 13 2 2 28 11 1 0 0 76 21 3
21 2 2 5 11 5 30 38 11 1 0 0 72 6 2 2

3 6 17 1 6 2 2 34 20 1 0 0 50 18 32
77 139 2 2 4 18 54 2 0 1 0 0 47 34 19

2 9 10 — 31 26 28 5 1 0 0 42 58 —
33 53 1 25 18 12 2 2 2 2 1 0 0 71 13 16

____ - --- — ■ — — — — ----- --- — — —

291 433 2 16 2 0 14 36 12 1 0 0 67 19 14

Industry
Food and kindred products...........................
Lumber and timber basic products............
Furniture and finished lumber products.
Chemicals and allied products......................
Products of petroleum and coal3...............
Stone, clay, and glass products...................
Iron and steel and their products...............
Machinery (except electrical)......................
Electrical machinery.........................................
Aircraft and parts..............................................
Ships and boat building and repairing. . . 
All other.................................................................

Excluding steel mills and non-ferrous metals.
2W ith respect to postwar outlays, reporting firms in each industry were classified in three groups: (1) those reporting planned outlays, (2) those reporting 

no outlays planned, and (3) those riot reporting or uncertain. Maximum estimates are based on the assumption that firms in group 3 will spend propor
tionately as much as those in group 1 ; minimum estimates are based on the assumption that firms in group 3 are comparable with those in group 2 and will 
have no postwar outlays, 

including oil production, transportation and storage, as well as refining.
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basic products ; printing, publishing and allied industries ; 
petroleum and coal products heating apparatus, enameled 
sanitary iron ware, and boiler shop products; and auto
mobile and automobile equipment industry groups expect 
to have a larger number of jobs after the war than in
1943. The meat and dairy products, household furniture, 
leather, and fabricated structural metal industry groups 
expect to use about the same number. Employment losses, 
compared with 1943, are anticipated in the canning and 
preserving; finished textile products other than wearing 
apparel; wood products other than household furniture; 
paper and allied products; all sub-groups in the chemi

cal industry (paints, varnishes and colors; drugs, toilet 
preparations, and insecticides ; industrial chemicals ; and 
other chemicals) ; rubber products ; stone, clay and glass 
products ; blast furnaces, steel works, and rolling mills ; 
iron and steel foundry products ; other iron and steel 
products ; nonferrous metals and their products ; ma
chinery, except electrical ; and electrical machinery in
dustry groups. With a few exceptions, the expected losses 
are not great. Shipbuilders expect to have less than 10 
percent as many jobs as in 1943 and aircraft manufac
turers 14 percent. Although it is not uniformly the case, 
there is a tendency for those industries which have grown

P r e w a r , W a r , a n d  E x p e c t e d  P o s t w a r  E m p l o y m e n t  o f  W e s t  C o a s t  M a n u f a c t u r e r s

(amounts in thousands)
■Pacific Coast— ------- N r-----------—California r----- Oregon and Washington------\

r— Postwar as— \
Expected percent of Expected Expected

1939 1943 postwar1 1939 1943 1939 1943 postwar1 1939 1943 postwar1
125.5 144.8 151.9 121 105 93.6 108.1 112.9 31.9 36.7 39.0

22.2 28.6 28.8 130 101 15.7 20.2 19.9 6.5 8.4 8.9
47.6 56.3 54.2 114 96 36.0 42.7 41.0 11.6 13.6 13.2
22.2 23.1 27.1 122 117 16.4 17.0 20.0 5.8 6.1 7.1

14.0 17.5 20.0 142 114 11.1 13.9 15.9 2.9 3.6 4.1
19.5 19.3 21.8 112 113 14.4 14.3 16.1 5.1 5.0 5.7

1.1 1.8 (1.6) 145 89 1.1 1.8 ( 1.6) — —

8.0 7.6 8.3 104 109 5.4 5.1 5.6 2.6 9 ^ 2.7
30.1 37.3 40.0 133 107 25.9 31.8 34.3 4.2 5.5 5.7

9.4 13.2 14.5 154 110 7.8 10.9 12.0 1.6 2.3 2.5

14.8 15.6 18.2 123 117 13.5 14.3 16.6 1.3 1.3 1.6
5.9 8.5 7.3 124 86 4.6 6.6 5.7 1.3 1.9 1.6

111.9 105.7 136.1 122 129 24.2 26.1 25.7 87.7 79.6 110.4

24.2 34.7 31.9 132 92 16.3 23.5 21.5 7.9 11.2 10.4
12.7 18.5 18.2 143 98 8.6 12.6 12.3 4.1 5.9 5.9
11.5 16.2 13.7 119 85 7.7 10.9 9.2 3.8 5.3 4.5
19.5 23.7 22.2 114 94 6.7 8.2 7.6 12.8 15.5 14.6

39.8 45.0 49.7 125 110 30.6 34.6 38.2 9.2 10.4 11.5
17.1 26.5 22.9 134 86 15.3 23.8 20.4 1.8 2.7 2.5

3.0 3.7 3.4 113 92 2.7 3.3 3.1 .3 .4 .3

2.4 5.4 4.4 183 81 2.9 5.0 4.0 .2 .4 .4
6.7 9.1 7.6 113 84 19 8.1 6.7 ’.8 1.0 .9
5.0 8.3 7.5 150 90 4.5 7.4 6.6 .5 .9 .9

26.6 25.9 29.3 110 113 26.3 25.6 29.0 .3 .3 .3
6.4 20.1 (9.4) 147 47 6.3 19.9 (9.3) .1 2 (.1)
3.4 5.1 5.0 147 98 2.9 4.3 4.2 .5 .8 .8

16.9 26.7 24.9 147 93 13.9 21.9 20.4 3.0 4.8 4.5
37.5 73.0 63.5 169 87 32.6 62.6 55.3 4.9 10.4 8.2

6.6 12.1 (11.1) 168 92 5.8 10.5 (9.8) .8 1.6 (1.3)
6.0 18.7 10.1 168 54 4.9 15.1 8.3 1.1 3.6 1.8

8.9 14.7 16.7 188 114 7.6 12.6 14.4 1.3 2.1 2.3

4.0 4.6 4.7 118 102 3.7 4.2 4.4 .3 .4 .3
12.0 22.9 20.9 174 91 10.6 20.2 18.4 1.4 2.7 2.5

9.9 37.0 (17.1) 173 46 7.4 26.3 (11.8) 2.5 10.7 (5.3)
23.5 72.7 52.3 223 72 19.2 59.3 42.7 4.3 13.4 9.6

5.6 24.0 15.0 268 62 5.2 22.4 13.9 .4 1.6 1.1

37.1 857.8 79.2 213 9 30.2 616.0 62.5 6.9 241.8 16.7
28.2 340.4 48.7 173 14)

28.3 614.0 60.5 6.4 241.3 16.2
6.5 514.9 28.0 430 5 1
2.4 2.5 (2.5) 104 100 1.9 2.0 (2.0) .5 .5 (.5)

8.4 4.5 (12.3) 146 273 7.7 4.1 (11.3) .7 .4 (1.0)

6.3 15.0 (9.0) 143 60 4.9 11.7 (7.2) 1.4 3.3 (1.8)

558.8 1,588.9 781.6 140 49 375.7 1.137.1 535.4 183.1 451. S 246.2

524.1 733.6 704.9 134 96 347.4 523.1 474.9 176.7 210.5 230.0

Industry'
Food and kindred products............

Meat and dairy products............
Canning and preserving...............
Bakery products.............................
Confectionery, beverages, and

related products...........................
Other food and kindred products

Tobacco manufactures......................
Textile mill products........................
Apparel and finished fabric prod.. 

M en’s and boys’ wearing apparel 
W om en’s and children’s wearing

ap parel...........................................
Other finished textile products. 

Lumber and timber basic products 
Furniture and finished lumber

products.........................................
Household furniture......................
Other wood products...................

Paper and allied products.................
Printing, publishing, and allied 

industries 
Chemicals and allied products. . . . 

Paints, varnishes, and colors. . . 
Drugs, toilet preparations, and

insecticides....................................
Industrial chemicals......................
Other chemical products............

Products and petroleum and coal2.
Rubber products..................................
Leather and leather products..........
Stone, clay, and glass products. . . 
Iron and steel and their products. 

Blast furnaces, steel works, and
rolling m ills ..................................

Iron and steel foundry products 
Heating apparatus, enameled- 

iron sanitary ware, and boiler
shop products...............................

Fabricated structural metal
products.........................................

Other iron and steel products. . 
Nonferrous metals and their prod. 
Machinery (except electrical) . . . .
Electrical machinery..........................
Transportation equipment (except

autom obiles)...............................
Aircraft and parts..........................
Ship and boat building and

repairing8 ....................................
Other transportation equipment 

Automobiles and automobile equip
ment ................................................

Miscellaneous manufacturing
industries......................................

Total exclusive of shipbuilding 
and aircraft...............................

1 Under the assumption of good general business conditions.
2 Includes oil production, transportation and storage, as well as refining.
3 Although shipbuilding employment of 515,000 in 1943 includes that of converted prewar manufacturers planning to return to prewar activities, the ex

pected postwar employment of those firms has been included in the other appropriate industries such as iron and steel and machinery. Expected postwar 
employment of all firms now engaged in shipbuilding is estimated at 40,000. Employment in 1943 of prewar and new shipbuilders was 458,000 and of con
verted prewar manufacturers was 57,000.
N ote: Figures in parentheses based on data from sources other than reports from firms in those industries obtained in the F R B -C E D  survey.
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most rapidly during the war to expect their postwar oper
ations both to gain the most compared with 1939 and to 
lose the most compared with 1943.

California, because of the greater importance of war 
industries, is expected to experience a greater reduction, 
both in absolute and in percentage terms, in the number 
q | manufacturing jobs than Washington and Oregon, 
although California's gain over 1939 is expected to be 
greater. Replacement of depleted stocks in the hands of 
mills and dealers will require, at least for a time, a high 
level of employment in lumbering. That industry is by far 
the most important peacetime manufacturing employer 
in the Pacific Northwest. In California the lumber indus
try is both less important in the state’s economy and less 
optimistic about its postwar prospects.

The figure of 535,000 manufacturing employees in Cali
fornia in a good postwar year, estimated on the basis of 
reported postwar intentions of a sample of existing manu
facturers, is about half-way between the two estimates by 
the State Reconstruction and Reemployment Commission 
of 611,000 as a maximum and 471,000 as a moderately

low figure. Manufacturers’ expectations if business is 
poor, however, fall well below the Commission’s estimate 
of a moderately low level of employment, being about
350,000 compared with 471,000.

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

average—100 (--------adjustment-------- n, <------- adjustment--------
1945 , 1944---------- x 1945 , 1944-----------N

Industrial production1 Jan. Dec. Nov. Jan. Jan. Dec. Nov. Jan.
L u m b e r ....................................  161 151 134 161 115 116 128 116
Refined oils2 ........................... —  —  —  —  233 241 239 220
Cement2 ..................................  167 159 118 153 118 117 118 108
W heat flour2 ........................... 160 144 129 152 160 144 142 152
Petroleum2 .............................  —  —  —  —  135 134 133 123
Electric power2 .................... 457 436 433 483 423 412 410 448

Factory employment and payrolls3 
Employment

Twelfth D istrict........................  270 271 r313 . .  270 273 r306
California ......................  313 312 311 r370 309 312 313 r365
Pacific Northwest.................  222 226 r243 . .  222 228 r236

Oregon ...............................  198 202 r213 . . 197 201 r202
Washington ......................  236 241 r260 . .  237 243 r256

Intermountain ...................... 125 126 140 . .  128 135 rl28
Payrolls

California ........................... 664 671 667 r744 653 671 668 r731

1 Daily average.
2 1923-25 average =  100.
3 Excludes fish, fruit, and vegetable canning, 
r Revised.
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Federal Reserve indexes. Groups are expressed 
in terms of points in the total index. Monthly fig

ures, latest shown are for January.

DEPARTMENT STORE SALES AND STOCKS

Federal Reserve indexes. Monthly figures, latest 
shown are for January.

GOVERNMENT SECURITY HOLDINGS OF BANKS IN LEADING CITIES

Excludes guaranteed securities. Data not available 
prior to February 8, 1939; certificates first reported 
on April 15, 1942. Wednesday figures, latest shown 

are for February 14.

MEMBER BANKS IN LEADING CITIES

Demand deposits (adjusted) exclude U . S. G ov
ernment and interbank deposits and collection 
items. Government securities i n c l u d e  direct and 
guaranteed issues. Wednesday figures, latest shown 

are for February 14.

National Summary of Business Conditions
Released February 27, 1945— Board of Governors of the Federal Reserve System

Fa c t o r y  output continued to increase in January despite severe weather conditions. De
partment store sales during the first seven weeks of this year have been 14 percent 

above the high level maintained during the same period last year.

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

Total output at factories and mines rose slightly in January and the Board’s seasonally 
adjusted index was 234 percent of the 1935-39 average as compared with 232 in the pre
ceding three months.

Activity in munitions industries was maintained in January at the December rate, 
although slight increases were scheduled. In February it was announced that schedules 
for 1945 production of aircraft and army ordnance items had been increased further. 
Output of open hearth and Bessemer steel in January was at the lowest rate since July 
1942, largely due to severe weather conditions in several important steelmaking areas. 
Output of electric steel, however, which had been declining since the end of 1943, rose 
10 percent in January, reflecting new military requirements for alloy steel. The War 
Production Board early in February ordered a 10 percent increase in aluminum ingot 
production and announced that a large increase had occurred in output of aluminum sheet 
since December 1.

Output of nondurable goods rose 2 percent in January. Production of liquor and bever
age spirits increased sharply as a result of the release of distilleries from industrial 
alcohol production for the month of January. Output of manufactured food products 
also showed a gain for the month, reflecting increases in the canning and baking indus
tries, after allowing for seasonal changes. Activity at meatpacking establishments de
clined 10 percent in January and was at a rate 25 percent below the same month a year 
ago. Production in the chemical industries continued to rise, largely reflecting further 
increases in output of small arms ammunition. Activity at textile and paper mills con
tinued to show little change.

Output of coal increased in January but the tonnage was 8 percent less than the large 
volume for January 1944. The production rise was limited by shortages of cars at mines 
due to congestion in ice-clogged northern railroad yards. In the week ending February 10 
output of bituminous coal was the largest for any week since last November.

D is t r ib u t io n

Department store sales continued in January and the first half of February at about the 
same high level that prevailed in the last quarter of 1944 after allowance is made for the 
usual sharp seasonal decline. Value of sales was 14 percent greater than in the correspond
ing period a year ago, with a higher rate of gain shown in February.

Freight carloadings increased in the early part of January due chiefly to larger ship
ments of fuel and war materials. At the end of January and in the early part of Feb
ruary, however, two short embargoes wrere placed on rail shipments of most non-war 
goods. These embargoes were limited to the northeastern states where heavy snowfalls
had resulted in traffic tie-ups. ~ ^

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

Prices of commodities in wholesale and retail markets continued to increase slightly 
during January. In the first three weeks of February prices of farm products averaged 
above the January level and small increases were permitted in maximum wholesale 
prices of various industrial commodities.

B a n k  C r ed it

With a steady succession of Treasury calls on war loan balances, both demand de
posits adjusted and time deposits at member banks increased from mid-January to mid- 
February. Time deposits maintained the rather rapid rate of increase which has pre
vailed for the past several months. During this period reporting member banks in 101 
cities reduced their total holdings of Treasury bills in order to meet increases in re
quired reserves and a currency drain. At the same time, however, banks continued to 
make sizeable purchases of Treasury bonds, mostly in the eight- to ten-year maturity 
range. Loans for purchasing and carrying Government securities decreased, particu
larly loans made directly to customers. Commercial loans also declined slightly.

During the five weeks ending February 21, Reserve Banks increased their holdings 
of Treasury bills by 630 million dollars and sold 65 million of Treasury bonds. The bill 
purchases, together with advances of 165 million dollars to member banks, enabled 
banks to meet a 450 million currency drain and a 270 million dollar growth in required 
reserves. Although currency in circulation had declined through most of January, the 
outflow was renewed in the last days of the month and continued at an accelerated pace 
in February. Excess reserves declined to below 1 billion dollars late in January, about 
the average level at which they have been between drives during the past year.

G o v e r n m e n t  S e c u r it y  Y ie ld s

Following the close of the Sixth War Loan Drive in December, the Government 
security market was strong during January and the first part of February. The average 
yield on medium-term, taxable Treasury bonds declined from 1.94 percent during the 
last week of December to 1.78 percent during the week ended February 17. The average 
yield on long-term, taxable Treasury bonds declined from 2.47 percent to 2.39 percent 
in the same period, the lowest since early December 1941.
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