


Fourth War

Loan Drive

Two Billion Dollar Quota for Seventh District States

A goal of 14 billion dollars has been set for the Fourth
War Loan drive which for market issues began on Janu-
ary 18 and will continue through February 15. Because of
the shorter period between the Third and Fourth War Loan
drives than between the Second and Third War Loan drives,
potential investors have had less time to accumulate funds
than was the case at the opening of the Third War Loan
drive. Consequently, the total goal of the Fourth War Loan
drive, January 18-February 15, is lower than the 15 billion
dollar goal of the Third War Loan drive which was over-
subscribed by 3.3 billion dollars. However, it is expected
that the drive will be highly successful, due in no small
measure to the active preparations of the War Finance Com-
mittees to contact as many potential investors as possible.

Major emphasis in the drive is being placed on sales to
individuals. In order to concentrate the sales effort of the
War Finance Committees on obtaining individual subscrip-
tions, only sales to individuals will be recorded up to Feb-
ruary 1, although subscriptions from other nonbank investors
will be accepted throughout the drive. All subscriptions for
Savings Notes and Series E, F, and G Savings Bonds, in-
cluding sales under regular payroll deduction plans, proc-
essed through the Federal Reserve Banks during January and
February will be counted toward the drive. Reflecting the
increased emphasis to be placed on sales to individuals,
quotas fixed for individual subscriptions are generally higher
than ecither the sales or quotas for individuals in the Third
War Loan drive, despite the fact that the total quota for
the Fourth War Loan drive is below both the actual sales and
the quota for the Third War Loan drive.

The securities offered during the Fourth War Loan drive
are similar to those offered in the Third War Toan drive
with the exception of a 214 per cent bond of 1956-59 in place

of the 2 per cent bond of 1951-53. A feature of the 22 per
cent and 2V4 per cent bonds is that they are redeemable at
par and accrued interest at time of death of the owner for
the sole purpose of paying Federal estate taxes. Series G
Savings Bonds are also redeemable at par in the event of
the owner’s death. These 12 year nonmarketable bonds pay
interest semi-annually at the rate of 2% per cent per annum
and except in the event of death are redeemable at values
below par which provide lesser yields if redeemed before
maturity.

During the drive, commercial banks holding savings de-
posits are being given the opportunity to subscribe to the
2Y per cent and 2% per cent bonds and to the Series F
and G Savings Bonds. Subscriptions are limited to 10 per
cent of a bank’s savings deposits or $200,000, whichever is
less. However, no bank will be permitted to hold more than
$100,000 (issue price) of Series F and G Savings Bonds
(Series 1944) combined. Following the practice established
in the Third War Loan drive, offerings to commercial banks
are not being counted as part of the total funds raised during
the drive.

In order to avoid unnecessary transfers of funds, which
involve considerable extra work and create disturbances to
the money market, the Treasury has requested that all sub-
scriptions by corporations and firms be entered and paid for
through the banks where funds are located. Statistical credit
for sales during the drive will be allocated to any county
or counties requested by the subscriber at the time of sub-
scription. However, quotas for insurance companies are still
set according to the location of the home offices of these
institutions, and their subscriptions will therefore be credited
to the counties in which the home offices are located.

FOURTH WAR LOAN QUOTAS
Compared With Third War Loan Sales
(Tn millions of dollars)

United Seventh Dis- KL 1, 5
States! triet States Hlinois Indiana Towa Michigan Wisconsin
Fourth | Third | Fourth | Third | Fourth | Third | Fourth| Third | Fourth| Third | Fourth | Third | Fourth | Third
Investor War War | War War War War War War War War War War War War
Class Loan | Loan | Loan | Loan | Loan | Loan | Loan | Loan | Loan Loan | Loan | Loan | Loan | Loan
Quota | Sales | Quota | Sales | Quota | Sales | Quota | Sales | Quota | Sales | Quota | Sales | Quota | Sales
Individuals, part-
nerships, and per- |
sonal trust accounts| 5,500 | 5,377 951 860 = 368 312 125 118 92 114 253 218 113 98
Corporations and
Associations 8,500 | 12,936 | 1,062 | 1,781 | 537 868 | 108 187 85 134 187 344 145 248
Total 14,000 | 18,3132| 2,013 | 2,641 | 905 1,180 | 233 304 177 248 440 563 258 346
|

Includes territories and possessions,

2Jixcludes sales of 630 million dollars to U. S. Government agencies and trust funds.

Note: Amounts will not necessarily add to totals due to rounding.

igitized for FRASER
ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




Business Conditions

A Review by the Federal Reserve Bank of Chicago

\ INDEX FOR THE YEAR 1943

' AGRICULTURE "
Changes War has Brought in Agriculture. April, 2-4, 8.

Gross cash income from farm marketings. April, 4.
Agricultural Finance in Postwar Period. Dec., 4.6.
APPAREL STORE TRADE see TRADE—APPAREL STORES

BUDGET U. S.
Fiscal years 1942 and 1943. July, 5.

Fiscal years 1943 and 1944. Aug,, 5.

BUILDING CONTRACTS AWARDED
- Tables* Jan., 7; Feb., 8.

BUSINESS CONDITIONS
National summary. Monthly, except March and May.

Seventh district. Monthly, except March and May.

BUSINESS INDEXES
Tables* Jan., 6; Feb., 7.
CATTLE see LIVESTOCK—CATTLE

COAL
Winter Coal Supplies. Sept., 3-6.

e  COST OF LIVING
| Tables* Jan., 7; Feb., 8.

DEBITS
Tables* Jan., 6; Feb., 7.
DEPARTMENT STORE TRADE see TRADE—
DEPARTMENT STORES
DEPOSITS _
Deposits in Weekly Reporting Banks. Oct., 4-5.
Deposit Growth and Business Needs. Nov., 3-5.

DETROIT
# Detroit Arms the Allies. May, 1-4.

EMPLOYMENT
Tables* Jan., 7; Feb., 8.

Employment and Payrolls Surge Upward. Oct., 1-3.

FbOD
National Food Prospect. July, 1-3.

GRAIN A
Receipts and shipments* Jan., 7; Feb., 8.

HOGS see LIVESTOCK—HOGS

v INDEPENDENT STORE TRADE see TRADE—
INDEPENDENT STORES
INDIANAPOLIS s
Indianapolis Nears Peak War Activity. Dec., 1-3.

LAND VALUES
District Land Values Rise. May, 5-8.

LIVESTOCK 4
U. S. Federally inspected slaughter® Jan., 7; Feb., 8.
Livestock and Meat Situation. Aug., 1-4.
CATTLE
£ Beef Feeders Face Rising Costs. Feb., 3.
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HOGS

Hog-corn ratios* Jan., 7; Feb., 8.

Live Ceilings Scramble Hog Markets. Oct., 6.
MACHINE TOOL INDUSTRY

Outlook for Machine Tool Industry. June, 1-3, 7.
MANPOWER

Seventh District Manpower. Jan., 1-5.

Manpower Shortages Dominate Problems. Nov., 6.
MEAT

Livestock and Meat Situation. Aug., 1-4.
MEMBER BANKS

Operating ‘Ratios of Member Banks. April, 5-8.

Deposits in Weekly Reporting Banks. Oct., 4-5.

MONEY MARKET
Recent Money Market Developments. Feb., 1-2.

Money Market Developments in June. July, 4-6.
PAYROLLS
Tables* Jan., 7; Feb., 8.
Employment and Payrolls Surge Upward. Oct., 1-3.
POPULATION
Civilian population estimates March 1, 1943. Aug., in-
side back cover.

PRICES—WHOLESALE
Tables* Jan., 7; Feb., 8.

RETAIL CREDIT
War Alters Retail Credit Pattern. June, 4-7.

SUBSIDIES
Subsidy Fight Intensifies. Nov., 1-2.

TAXATION
Current Tax Payment Act of 1943. Aug., 5-7.

TRADE
Apparel stores® Jan., 6; Feb., 7.
Department stores® Jan., 6; Feb., 7.
Independent stores* Jan., 7; Feb., 8.
Wholesale* Jan., 6; Feb., 7.

TREASURY BILLS
Holdings. July, 6.
WAR FINANCE
Second war loan
Treasury to Raise Minimum of 13 Billion Dollars.
Mar., 1-8.
Results of Second War Loan Drive. May, inside front
cOver.
Third war loan
Third War Loan Drive. Sept., 12, 8.
WHOLESALE TRADE see TRADE—WHOLESALE
*Statistics for later months are available upon request from the Research

and Statistics Department, Federal Reserve Bank of Chicago, P.0. Box
834, Chicago 90, Illinois.



., Railroads In The War

All-Time Passenger, Freight Records Established in 1943

American railroads in the war period have already accom-
plished a job that even their staunchest supporters would
have considered virtually impossible four years ago. In 1943
the railroads carried nearly 75 per cent more passengers and
‘ about 55 per cent more ton miles of freight than ever before
in their history. Passenger traffic amounted to 85 billion
passenger miles and freight to 725 billion miles. Troop
movements currently are at least four times heavier than in
World War I, and regular shipments of war goods have
approximately doubled the volume of the last war. A still
heavier period of rail activity is expected, especially during
the coming six-months, as the offenswe phase of the war
intensifies.

Record rail movements, accomplished in the face of
manpower shortages, a dwindling supply of cars, lack of

motive power, and insufficient maintenance of both way

and equipment demonstrate the vital role of the railroads
in making this country a strong ally in the present world
| conflict. War problems of the industry have been many
and serious, and only the excellent cooperation evidenced
between railroads, shippers, and government agencies has
enabled the railroads to achieve their unprecedented record.
Until December 27, 1943 the railroads accomplished their
. wartime job without direct governmental control. The U. S.
Army at that time took over the operation of the railroads
to prevent a threatened strike of employees. On January
18, 1944 Secretary of War Stimson ordered the return of
the roads to private management, the wage disputes having
been settled generally. Unlike the last war, when the roads
had great difficulty in meeting war demands of the country
with resultant government operation for the duration, the
excellent record of the railroads to date in World War II
made it evident that government control would not be con-
tinued for more than a brief period
Because of the tremendous increase 'in rail activity, rail-
road finances have shown much improvement with greatly
increased revenues, debt reductions, lowered fixed charges,
well controlled expense, and a generally strengthened finan-
cial position. Some estimates for post-war years place annual
net income of the nation’s railroads at one billion dollars.
Operators plan to use a large part of such a return to aid
in a program to meet the competition of the plane, bus,
N and truck. Whatever the future success of the railroads in
‘ maintaining their position in the transportation field, de-
| velopments in the Seventh District will indirectly influence
the position and growth of the industry throughout the nation.

SEVENTH DISTRICT BAILROADS

Long the hub of the nation’s railroad lines, the Seventh
| Federal Reserve District, comprising all of Iowa and most
| of Illinois, Indiana, Michigan and Wisconsin, has been a
3 major shipping and transshipping center for the large-scale
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wartime transport of men and materials. Class I railroads,
i.e., those having annual revenues above one million dollars,
which enter the Seventh District extend over two-thirds of
the 232 thousand miles of such railroads in the country.

The five district states have nearly 18 per cent of all
steam railway mileage in the United States. Of the twenty-
two carriers’ lines entering Chicago alone, no single line
crosses the Seventh District from north to south or from
east to west, indicating the importance of the area as a hub
of railroad activity. Detroit and Des Moines are served by
10 different railroads, while six roads carry passengers and
freight to and from Indianapolis. In addition to serving the
district states, the railroads of this region have developed
transshipping activities as a link between the agricultural
and industrial West and the industrial East.

From a total railroad tonnage standpoint, more freight
is terminated in the five district states than sent out, al-
though the same situation does not prevail for manufac-
tured products. +In 1942, these states originated 16.5 per
cent of the total carload freight transported by Class 1 steam
railways in the nation, but terminated 18.6 per cent. This
largely represents the difference in physical mass between
the raw materials and foodstuffs which are shipped into the
district and the manufactured goods which are sent out.

The rapid growth of war production in the Seventh
District is directly reflected in the tonnage of manufactures
shipments by rail. With about 22 per cent of the war con-
tracts in the United States, Seventh District states originated
in 1942 about the same proportion of rail shipments of
manufactured products, 77 million tons as against the
national total of 361 million. In 1943, the volume con-
tinued to grow.

For all manufactured products in 1942, Seventh District
railroads originated 9 million tons more than they ter-
minated. The district’s leading industry, motor vehicles
and parts, has the largest outbound balance among manu-
factured products. Important shipments of aircraft parts
and assemblies are included since the automobile industry
is now concentrating over 40 per cent of its efforts on the
production of aircraft products.

More minerals were brought into the district than origi-
nated — an additional 24.4 million tons. In agricultural
products, inbound balances generally exceeded the out-
bound, and the key position of the district as a packing
center is demonstrated by the large outbound balances of
carload shipments of meats.

The Seventh Federal Reserve District not only is a great
producer of foodstuffs'and manufactures, but also is a large
importer of many products. It is the combined volume of
commodities carried into, from, and within the district by
rail that makes this the most important railroad center
in the country.
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WAR PROBLEMS OF THE INDUSTRY

Labor — On November 1, 1943 the railroads reportedly
were in need of 117,000 additional empléyees and the situa-
tion has become progressively worse. The Middle West
now has the greatest regional shortage in railway man-
power, with at least 28,220 workers needed. Though the
railroads today are employing more people than ever before,
the increased volume of traffic handled requires a still greater
number. The loss of many experienced men to the armed
services has presented a critical labor situation in this in-

dustry as elsewhere. Railway battalions, organized before

our entrance into the war and comprised of highly skilled
and experienced workers and officers, were called into active
service at the outset and sent to battlefronts all over the
world. Large expenditures by the railways and related pub-
lic and private agencies in recruiting manpower and the
training of new employees have kept the trains running, but
not without some serious crises.

The labor shortage in the operating division of the in-
dustry is found principally in those jobs below the position
of engineer, ie., fireman, brakeman, and trainman. Few
engineers have been lost to the armed forces as they are

usually too old for active military service by the’ time they
reach this important post. The loss of men in the non-
operating division has been offset in part by the employ-
ment of women and young men. Only the increased effi-
ciency of the newer equipment has seen the railroads
through this boom period of railroad activity. Experienced
manpower will remain the number one problem of the
railroads for the duration. A nationwide strike of railroad
employees scheduled for December 30, 1943 threatened to
create the most serious labor crisis of the war. The strike
was cancelled because of a Presidential order giving the
government temporary “possession, control, and operation”
of the railroads.

Equipment — When it was seen that our entrance into
the war would generate a great rise in railroad activity,
operators began placing orders for new cars and other vital
rail equipment. However, as construction of new cars soon
came under government restrictions and all railroad equip-
ment companies undertook the production of tanks, ord-
nance, and other military goods, railroad equipment quickly
became scarce. Only very recently have restrictions been
lifted to allow some increased manufacture, and a few
equipment companies have returned to their former produc-

Major Railroad Lines in the Seventh

Federal Reserve District
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tion. In the Seventh Federal Reserve District more than
half of the order backlogs of the railroad equipment com-
panges still represent war work activities. The Chicago and
Detroit industrial areas are leaders in the production of
railroad equipment, with Davenport and Rock Island-Moline
also large contributors.

Virtually all trains are now filled to overcapacity, es-
pecially to the Far West, with some roads even selling stand-
ing space. This mass transport is due to the war inspired
rise in economic activity involving many more trips for
business purposes, increased civilian travel related to the
movement of members of the armed forces, an expansion
in pleasure travel, and the use of over one-half of all Pull-
man sleeping cars and one-third of all railway coaches in
the transportation of troops. Railroad facilities for handling
passenger traffic clearly are not adequate for this huge up-
surge in demand.

Unlike passenger traffic which in 1939 was just about
one-half the volume of its previous high, freight traffic at
the same time was nearly three-fourths of the all-time peak.
To some extent however the railroads were a little better
prepared to handle the freight traffic increases of the war
than appears because of newer equipment and operating
experience. The 1943 freight haulage represented a rise
of 14 per cent above 1942, and 117 per cent more than
in 1939. Freight cars are moving vast supplies of war goods
in both finished and semi-finished stages, are bringing raw
materials to fabricating points, and until recently had a
heavy volume of business transporting materials for military
and industrial construction work.

In 1941 it was estimated that the minimum requirements
for locomotives in the following two years would be 1200
a year. That the carriers managed with only 717 new locomo-
tives in 1942, and an even smaller addition, 501, in 1943,
is indicative of the extent to which the use of existing loco-
motives has been expanded. This has been accomplished
by reducing the number of serviceable and nonserviceable
stored locomotives, and by increasing the length of trains
and the miles per locomotive per day.

Class 1 railroads on October 1, 1943 had 28,896 new
freight cars and 1,117 new locomotives on order. Though
the contracts for the construction of these cars extend into
the third quarter of 1944, some are now being filled and
are expected to be completed by the end of March 1944.

Scarcity of railroad equipment has placed a much greater
emphasis on car utilization. To the shippers this has meant
heavier loading of cars, elimination of cross-hauling and
circuitous routing wherever possible, and the substitution
at times of alternative equipment to free cars badly needed
elsewhere. To the railroads it has meant these same factors
as well as putting into service every available piece of
equipment, developing new methods of operation, and in-
creasing general efficiency.

Maintenance — Upkeep is a serious problem to the industry
which may greatly affect its post-war prospects in the trans-
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portation field. In spite of a record expenditure for main-
tenance in 1943, approximately one billion dollars after al-
lowing for charges to depreciation and deferred mainte-
nance, railroad fixed properties have continued to deteriorate
at an alarming rate under the impact of increasingly heavy

traffic. Rails and crossties are the most critical items at
present, and little if any relief of these needs is expected
this year. Under these circumstances, and with inexperi-
enced help, hazards of railroad travel probably can only
increase despite concentrated efforts of operators to promote
safety at all times.

FINANCIAL POSITION

The railroads today are obviously in a boom period. Cash,
including temporary cash investments, never has been higher,
totaling 2.7 billion dollars in September 1943 as compared
with 0.6 billion at the end of 1939. Annual operating rev-
enues also have climbed strikingly, exceeding 7 billion dol-
lars in 1942 for the first time in railroad history, and passing
the 9 billion mark in 1943. While operating expenses have
mounted, the rise has been at a slower rate than in the
case of income.

In 1942 earnings covered fixed charges 2.59 times, and
this ratio increased in 1943 in part as a result of the current
debt reduction program. Evidence seems to point now to the
railroads entering the post-war period with less than a 10
billion dollar funded debt against a 26 billion dollar prop-
eity investment. With probably a billion dollars in cash
and yvith little or no bank debt and short term maturities,
they should be able to take care of their deferred main-
tenance and have some funds left to help on capital ex-
penditures for new equipment.

The outlook for 1944 is for continued heavy rail traffic
and large operating revenues, at least for the first six months
of the year. However, while net operating income is the
highest in railroad history, a downward trend is evidenced.
This is due to increases in taxes and operating expenses, the
latter principally increased payroll charges. The income of
railroads in 1944 will depend in a large degree upon the
extent of the war activities in Europe and Africa. As long
as there is a great demand for fighting men and war ma-
terials the railroads will carry capacity loads.

During the immediate post-war years the railroads face
diminished activity, perhaps to the 1941 level, and sharp
competition from planes, trucks, and buses. The airlines
expect to increase their proportion of first class passenger
and mail traffic. The railroads seem likely to hold for some
time an overwhelming share of freight and express because
of relatively lower charges and smaller importance of speed
for many of the shipments. Railroad companies plan to
modernize their equipment and improve their service so as
to resist inroads in passenger business from other modes
of transportation. The best passenger prospects for the rail-
roads seem to lie in intermediate price and distance ranges
where cost and comfort are typically more significant than
speed.
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War Contracts Reflect Industrial Growth

Seventh District Leads Nation in Supply and Facility Awards

Relaxation of wartime censorship restrictions now makes
it possible to reveal the general scale of industrial war
activity within the major industrial areas of the Seventh
Federal Reserve District. Manufacturers in the Detroit in-
dustrial area, comprising Oakland and Wayne counties,
received from June 1940 through November 1943 major
supply, excluding food, and facility contracts valued in ex-
cess of 12.4 billion dollars, the largest volume for any indus-
trial area in the nation.

The Detroit area also ranks first in supply contracts
alone, including aircraft, ordnance, and other war materiel.
The Chicago area, including Cook, Du Page, Kane, and
Lake counties in Illinois, and Lake county in Indiana, leads
all areas in the nation in awards for war facilities, valued at
approximately one billion dollars and nearly all for industrial
plants and equipment.

The more than 31 billion dollars in contracts awarded
to firms in the Seventh District’s 19 principal industrial
areas account for 80 per cent of the district total. Within
the five district states, Illinois, Indiana, Iowa, Michigan, and
Wisconsin, similar contracts worth 39.7 billion. dollars con-
stitute nearly 23 per cent of all awards in the nation.

Some measure of the importance of war supply contracts
during the past three and one-half years can be found in
a comparison with the value of manufactured products
during the year 1939. Firms in the Seventh District states
manufactured about 13.7 billion dollars worth of products
in 1939, War supply contracts awarded to date represent
nearly three times this amount. Striking differences are
apparent however when this same comparison is made for
individual industrial areas. The South Bend—La Porte
area, for example, has received supply contracts amounting
to nearly seven times the volume of 1939 manufactures,
while in contrast Waterloo area awards to date represent
only one-half the manufacturing output in 1939.

DETROIT, CHICAGO DOMINATE DISTRICT

The Detroit and Chicago industrial areas together have
been granted over one-eighth of the war supply and facility
contracts awarded to the nation’s manufacturers since the
beginning of the defense period. These two areas clearly
dominate industrial activities of the Seventh Federal Reserve
District, for over one-half of all contracts awarded to the
district states have been given to plants in these areas. The
17 other major industrial areas located within the Seventh
District have been awarded approximately 18 billion dollars
of war contracts since 1940.

Both the peacetirhe pattern of industry and the newest
wartime requirements are reflected in the nature of war
materiel currently being produced. Long the center of auto-
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mobile production, the Seventh District has forged ahead
in output of combat vehicles and aircraft parts and equip-
ment commonly built by automobile manufacturers and
their affiliates. The geographic location has also influ-
enced the pattern of war activity, giving the district leader-
ship in ordnance production. Many gun, ammunition, and
explosives plants were located in the Mid-West very early
in the war for domestic security reasons. Although on a
very much smaller scale than in the nation’s coastal areas,
shipbuilding has become important in this district since
the beginning of the war. By December 1943 Seventh
District firms had received nearly 40 per cent of the nation’s
ordnance contracts, 20 per cent of the aircraft contracts

awarded, and 8 per cent of the shipbuilding contracts.

The “all other” group, which includes machinery, metals,
railroad equipment, paper, chemicals, and numerous other
items, is large relative to the country as a whole.

Industrial areas which are specializing particularly in
ordnance materials include: Anderson—Muncie, Chicago,
Des Moines, Flint, Grand Rapids, Muskegon, and Waterloo.
Shipbuilding, including both parts manufacture and as-
sembly, predominates in the Manitowoc and Saginaw—Bay
City areas. Indianapolis is engaged to an overwhelming
extent in the manufacture of aircraft motors and parts. Pro-
duction of aircraft, parts, and equipment also constitutes a
major fraction of total output in the Chicago, Detroit, Mus-
kegon, and South Bend—La Porte areas. Major industrial
areas which are producing large proportions of “all other”
materials include: Cedar Rapids, communication equip-
ment, machinery, and parts; Battle Creek, automotive equip-
ment, steel parts, and fittings; Rock Island, railroad equip-
ment, tools, and machinery; and Fort Wayne, automotive,
electrical, and communication equipment.

SUBCONTRACTING INCREASES ACTIVITY

Data on prime war contracts obviously do not give a
complete record of industrial activity and probably under-
state the situation in the Seventh District because food-
stuffs, many basic raw materials, and an unusually large

wvolume of subcontracts received by firms in this district are

omitted. Unfortunately, no information is available on the
extent to which prime contracts awarded elsewhere are sub-
contracted within the Seventh District. The general nature
of production of many district plants, however, consisting
of parts, sub-assemblies, and basic materials known to be
fabricated - and assembled finally in other regions of the
nation, lends credence to opinions that subcontracting in
the Mid-West is unusually large. Offsetting to some extent
the amounts of prime contracts received in the district are
contracts redirected to plants in other areas. Subcontract-
ing, nevertheless, has increased substantially the total amount
of all contracts carried into production in the Mid-West.

+
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DISTRIBUTION OF MAJOR PRIME SUPPLY CONTRACTSTAND FACILITIES PROJECTS OF THE ARMY, NAVY,
MARITIME COMMISSION, TREASURY, AND BRITISH EMPIRE*
Seventh Federal Reserve District States and Industrial Areas

(millions of dollars)
SUPPLY CONTRACTS FACILITIES PROJECTS | Jotl
Through November 1943 Through October 1943 c ontl,)rgc};; 7
Industrial Areas ; and
Aireraft | Ships [Ordnance| All Other| Total [Industrial Non- Total | Facilities
Industrial Projects

ANDERSON—MUNCIE. . . .. .....ovueun.n 2.1 i 121.1 35.4 159.4 13.7 2.2 15.8 175.2
Delaware and Madison Counties, Ind.

BATTHR CREBR 0 S h s i ey - 2 o 38.7 93.2 132.2 8.9 17.6 26.5 158.7
Calhoun County, Michigan

CHDAR RAPIDE R L s | st s g i 15.4 134.7 150.1 8 S 8 150.9
Linn County, Iowa

(655 (o I e Nl R S e P Wl 1,346.0 | 1451 | 3,114.2 | 2,782.4 | 7,387.7 870.0 98.2 968.3 | 8,356.0
Cook, DuPage, Kane, Lake, and Will
Counties, Illinois; Lake County, Indiana

IBTUETE 0 o e S et e e it S bl 3 1 216.1 24.3 240.8 | 651 4.9 69.9 310.7
Polk County, Iowa

DETROIT. . . . . Lpre A ey I AR R RGN B 3,365.3 566.1 43544 | 3,560.1 | 11,846.0 565.0 17.1 582.1 | 12,428.1
Oakland and Wayne Counties, Michigan

s S SR R R U e 252 .... | 1,4188 96.8 | 1,540.8 89.7 1.3 91.0 | 1,6318
Genesee County, Michigan

15003 Ita B a s R S R R S L SR 42.2 8.9 155.6 228.6 435.3 48.8 13.0 61.8 497.2
Allen County, Indiana ;

LR ANDERAREDR b L e 15.3 1.0 100.2 35.7 152.2 24.1 6 24,7 176.9
Kent County, Michigan

INDIANAPOLIS . o5 ol v e dl vty 1,351.1 3 259.1 128.5 | 1,738.9 153.1 48 158.0 | 1,896.9
Marion County, Indiana !

NEANTIOWOE. L sl K oy S S ol sy 107.1 13.0 8.7 128.7 24 ! 2.5 131.2
Manitowoe County, Wisconsin

NOILWRATRERR s Sl inea i b da ddar i 585.2 71.4 727.5 564.8 | 1,949.0 227.8 2.3 230.1 | 2,179.1

Kenosha, Milwaukee, and Racine
Counties, Wisconsin

N BRERORN =T HC ) R o e i 283.0 1.2 106.5 31.1 421.9 26.8 A 26.8 448.6
Muskegon County, Michigan

e e R LSRR R 1y 49.4 423.7 4748 28| .. 28| 4776
Peoria and Tazewell Counties, Illinois

IRDEREORD . La ikl et ey a8l 32.7 218.3 100.7 112.0 463.6 30.9 8.6 39.6 503.1
Rock County, Wisconsin; Winnebago ; .
County, Illinois

ROCIIBHAND 11 otk i o i ess o s o 2.0 4 37.0 56.8 96.2 27.9 ks 27.9 124.1
Rock Island County, Illinois

SAGINAW—BAY CITY.. .....conivinnnnnn 4 126.0 98.9 67.6 292.8 37.0 3.0 40.0 332.9
Bay, Midland, and Saginaw Counties,
Michigan

Souts BEND—LA PORTE. . ............. 799.0 1.3 253.6 650.6 | 1,704.5 123.0 v 123.0 | 1,827.5

Elkhart, La Porte, and St. Joseph
Counties, Indiana

Ao e e ke RS SR R S sl 2 36.7 6.9 43.9 6.4 e 6.4 50.3
Black Hawk County, Iowa

REMAINDER OF DISTRICT STATES......... 2,188.9 656.6 | 2,108.3 | 1,452.0 | 6,405.8 | 1,068.7 364.8 | 1,4334 | 7,839.2

SeveENTH DistrIcT STATES TOTAL. .. ... .. 10,039.‘0 1,906.5 | 13,325.2 | 10,493.9 | 35,764.6 | 3,392.9 538.5 | 3,931.4 | 39,696.0

UniTED STATES TOTAI.: .................. 47,724.2 (22,681.9 | 33,212.8 | 42,605.5 |146,224.4 | 15,635.8 | 14,083.5 | 29,719.3 |175,943.8

*Awards having a value of less than $50,000 and all awards for foodstuffs are excluded. No allowance has been made for, revisions in the estimated final costs of
products under cost-plus-a-fixed-fee contracts or under contracts containing a clause with respect to wage rates and materials prices. British Empire contracts cover the
period since September 1939, Manufacturing project orders have not been included, for in large part these are subsequently awarded as prime contracts and included in
prime contract data. Contracts have been assigned to the industrial areas on the basis of location of the producing plants. The category “facilities” represents the latest

estimate of final cost of each construction project for which a contract has been awarded, or a letter of intent or project order issued with the entire estimated value

assigned to the project site.

Source: War Production Board, Statistics Division, War Supply and Facility Contracts by State and Industrial Areas.
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Construction Activity Declines Sharply

Further Reduction in New Building Seen for 1944

Influenced by a declining need for new industrial facil-
ities, contract cancellations and cutbacks, government build-
ing restrictions, and shortages of some basic materials,
Seventh District construction activity in 1943 fell off to less
than a third Jf the 1942 all-time record level. In the nation
as a whole the decline was more moderate but nevertheless
at least 40 per cent below the previous year. The downward
trend in total construction which began in the fall of 1942
persisted throughout 1943 with only occasional month-to-
month gains. The outlook for 1944 is for a further substan-
tial drop in construction, perhaps as sharp as the 194243
decline unless unexpected changes occur relaxing building
restrictions and making available manpower and materials.

The 1943 volume of construction contracts awarded in
the Seventh District totaled 408 million dollars of which
residential contracts constituted 34 per cent, non-residential
38 per cent, and public works and utilities 28 per cent.
Residential construction has maintained a comparatively low
and stable level, while non-residential construction has con-
tinued to decline steadily.

Government regulations served to restrain residential de-
velopment in spite of strong demand, but the volume of
non-residential construction was determined largely by de-
creased needs. In December 1942 industrial plant construc-
tion in the district was valued at 15.6 million dollars drop-
ping to a monthly figure of less than four million dollars
by the end of 1943. Only twice during the year did any
noticeable upturn occur, with the March industrial construc-
tion awards rising to 26.4 million dollars, the peak for the
year. The sharp contrast between the past two years is indi-
cated by a 1943 monthly average of 8.7 million dollars
and a monthly average of 43.4 million dollars in 1942,

PUBLIG FINANCING DOMINANT

Publicly financed construction has assumed new propor-
tions during the wartime era reaching record heights in the
conversion period of 1942 but declining somewhat in 1943,
The recent drop in proportion of projects financed by the
government is attributable to the same factors that are re-
sponsible for decreased construction in general. Expansion
for wartime production, military construction, and residen-
tial units for defense workers has been largely completed.
Consequently there is reduced need for such new construc-
tion and government sponsorship has been curtailed. In
1943 publicly financed residential construction totaled about
55 million dollars in the district, a drop from 129 million in
1942. Government sponsorship of non-residential construc-
tion declined from more than 631 million dollars in 1942
to 126 million in the following year.

The City of Detroit has led district cities in dollar volume
of construction, as indicated by building permit valuation,
and has maintained that position throughout the period from
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1939 to 1943. The peak in Detroit was reached in 1940
and is attributable to industrial growth stimulated by early
defense activities and lend-lease production. Steady decline
in dollar volume occurred in succeeding years but Detroit
consistently remained ahead of Chicago, which was next
in construction importance in the district. Indianapolis
and Des Moines experienced the most severe decreases in
construction among the largest cities in the district during
the defense-war era. The vast growth of new industrial
facilities and housing projects for war workers immediately
outside the limits of these large cities is, of course, not re-
flected in the building permit figures.

CONTINUING DECLINE LIKELY .

Recent estimates indicate that construction in 1944 for
the nation will be about 50 per cent of 1943 volume and 30
per cent of 1942 volume. The low level of the coming year
is attributable to decreased activity both in residential and
non-esidential building. The one sphere of pent-up de-
mand in construction is in the residential field which, how-
ever, continues to be restricted by government regulation.
Possible relaxation of these restrictions seems unlikely for
some time because of general manpower shortages and con-
tinuing scarcity of some supplies and especially lumber.

Indications are that the initial postwar period will find
scarcity of certain building materials still prevalent. The
construction industry probably will be counted on as a ma-
jor factor in maintaining employment during the transition
to peace. In the meantime, the industry very likely will
resort to more definite programs of repair and maintenance
until the time when extensive new construction can be
initiated.

CONSTRUCTION TRENDS IN SEVENTH DISTRICT
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The Break in Egg Prices

Many Ex planations of the Drop Have Been Advanced’

One of the most disconcerting farm price developments
around the year end was the drastic break in egg prices at
wholesale markets and on the farm. The decline began in
early December with Chicago wholesale prices of top grades
declining from over 49 cents in early December to 39 cents
during the second week of January. The prices of “stand-
ards” showed a proportional decline and the quotation on
“current receipts” fell from nearly 44 cents to 33 cents. Pro-
vision is made in the schedules of ceiling prices for seasonal
declines, but the price slumps were considerably in excess
of these allowances in most cases. These declines were
reflected in an even more drastic drop in farm prices, with
some reports indicating a low of 19 cents per dozen received
by farmers.

The medium weights and lower grades broke first but by
the middle of December top grades were also affected. It
is generally expected that the declines are temporary, but
from the standpoint of meeting war production goals the
break is particularly disconcerting because of government
commitments to encourage farm production of eggs. How-
ever, output for January is expected to be about 7 per cent
above January of last year, and over-all supplies of eggs
through the current flush season are expected to be at
record levels.

A number of explanations of the drop in prices have been
advanced. An unusually mild winter has probably resulted
in a production seasonally larger than usual. Furthermore,
producers have been reluctant to cull their flocks while
prices were favorable. Particularly heavy receipts were re-
ceived during December and early January at the four prin-
cipal markets, New York, Chicago, Philadelphia, and Boston.
Cumulative receipts at the four markets were substantially
the same for 1943 as for 1942, but receipts during the six
weeks beginning with the first week in December ran

EGG RECEIPTS AT FOUR MARKETS'

THOUSANDS THOUSANDS

300 300
1944 -
i -
I, o O
'I
-
"—-———
200 —mM8H ———————— — 200
@8y 1943
4
~
i S m———y ’
e
1942 7
0 ———— — — 100
0 I 0

OCTOBER NOVEMBER DECEMBER JANUARY

Source: Food Distribution Administration
1. New York, Chicago, Philadelphia, Boston

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

25 per cent above the corresponding period of the previous
year.

On the demand side it is said that weakness in the mar-
ket developed for a number of reasons. Consumers have
apparently shown a marked preference for large and high
quality eggs, while the supply has been heavily weighted
with medium weight, low grade, and pullet classifications.
In spite of the wholesale and farm price declines, retail
prices were slow to decline, which is attributed by some
observers to the fact that dealers were unwilling to take
losses on inventories acquired at high prices, especially with
the high level of consumer income. Another explanation
offered for the relatively weak demand is that with recent
bonuses of pork, consumers were taking less eggs than
normal. Demand from hatcheries for incubation is reported
to have fallen off because of the expected check to the ex-
pansion in poultry production due to the tight feed situation,
particularly in some areas. Demand for storage was virtually
non-existent. Storage stocks of shell eggs on January 1 were
about two and one-half times as large as a year ago, and
stocks of all eggs, shell and frozen, were more than one-
third above last year.

Two programs have been launched by the War Food
Administration to cushion the price collapse. The first,
announced December 23, was designed to bolster prices in
the midwestern part of the country and consisted of offers
to buy dried eggs for February delivery without limit as
long as farm prices are below 90 per cent of parity. Since
most of the drying plants are in the Middlewest, this pro-
gram was expected to be particularly effective in that part
of the country and to reflect a price of 32 to 35 cents per
dozen to farm producers. This is to be a temporary measure
pending completion of plans for 1944 buying programs.
The second measure, inaugurated January 3, was an offer
on the part of the Food Distribution Administration to pur-
chase shell eggs in carload lots for delivery in northeastern
U. S. markets, with the possibility that purchase of shell
eggs will have to be extended to the South and Middle-
west if the dried egg program proves less inadequate. Be-
cause storage space is extremely limited, officials said that
the eggs purchased will be made available to charities and
to school lunch programs.

Throughout most of January wholesale prices of eggs
remained fairly steady with more strength shown for medi-
um weights and lower grades than for top quality. This
appears to have been a reflection of the government buying
programs. Careful culling ‘of layers is being urged upon
producers by the War Food Administration because of the
tight feed situation. The desire is to get the maximum of
production possible from limited feed supplies by reserving
feeds for the more efficient birds.
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The President’s Budget Message

Peak Activity for War Reflected

In his budget message of January 13, the President set
100 billion dollars as the total of Government expenditures
for the fiscal year ending June 30, 1945 provided the war
continues on all fronts until that date. This figure includes
war and non-war expenditures for general and special ac-
counts, together with net expenditures of Governmnt cor-
porations, credit agencies and trust accounts. The total is
only slightly higher than the revised estimate for the fiscal
year ending June 30, 1944. War expenditures, including
net war expenditures of Government corporations, are ex-
pected to be somewhat below those of fiscal year 1944, the
totals being 90 billion dollars and 92 billion dollars respec-
tively. However, increases in expenditures for interest on
the public debt and other expenditures will more than, offset
the decline in war expenditures. The increase in other ex-
penditures is entirely due to increased provision for veterans’
pensions and benefits, and tax refunds. The latter item for
fiscal year 1945 includes 1 billion dollars for the issuance
of postwar bonds for the refundable portions of corporate
excess profits taxes. Since this is not a cash expenditure,
total expenditures are somewhat overstated when compared
with those of preceding fiscal years.

The estimate of net receipts for fiscal year 1945, based
on present tax laws, is slightly less than the revised estimate
for fiscal year 1944. This is due entirely to the effects of
the transition in 1943 to the pay-as-you-go tax collection sys-
tem. Many tax payments which might otherwise have been
spread more equally over the calendar year were concen-
trated in the last half of 1943 (the first half of fiscal year
1944). Also payments on the unforgiven portion of the
1942 individual income tax liability will probably be higher
on March 15, 1944 than on March 15, 1945.

Since reaching a peak in June 1943, monthly expenditures

BUDGET RECEIPTS AND EXPENDITURES
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GOVERNMENT EXPENDITURES AND RECEIPTS
FISCAL YEARS 1943-1945
(In billions of dollars)
1945 1944 1943
Estimated | Estimated | Actual
ExXPENDITURES :
War activities:
General and special accounts... 88.2 88.6 72.1
Government corporations and
credit agencies .. 1.8 3.5 3.0
Total war activities........ii 90.0 92.0 6.1
Interest on public debt. 3.8 2.7 1.8
Other) Activitien i....coiimmsnmiesisnssd 6.0 4.6 2.6
Total Expenditures ... 99.8 99.3 9.4
Net receipts 40.8 41.2 22.3
Excess of Expenditures....iismeesseres 59.0 58.1 57.1
Retirement of Gove
poration debt ... 1.3 2.8 0.7
Increase in Treasury b: 0.1 — 6.5
Net increase in public debt.. 60.4 60.9 64.3
Public debt at end of year... 258.0 197.6 136.7

have been fluctuating within a relatively narrow range, as
is indicated in the chart. However, some increase is to be
expected in the second half of fiscal year 1944. Total ex-
penditures for the entire fiscal year ending June 30, 1944
are estimated at about 99 billion dollars. In the first 6
months, July—December, of fiscal year 1944 total expendi-
tures amounted to approximately 46 billion dollars. Thus,
if the estimate for the full fiscal year is met, total expendi-
tures in the six months’ period January — June 1944 will
amount to about 53 billion dollars. This would represent
a monthly average of around 8.8 billion dollars, which would
be over 1 billion dollars higher than monthly average ex-
penditures in the period July—December 1943.

War expenditures, including net war outlays of Govern-
ment corporations-amounting to about 3.5 billion dollars, are
expected to total approximately 92 billion dollars for fiscal
year 1944. In the first six months of fiscal year 1944 ex-
penditures for war purposes were 43.4 billion dollars. This
leaves over 48 billion dollars to be spent for war purposes
in the period January—June 1944. This would represent a
monthly average of about 8.1 billion dollars, which is almost
900 million dollars greater than monthly average expendi-
tures for war purposes in the first six months of the current
fiscal year.

Net receipts, amounting to 20 billion dollars, fell short
of expenditures by 26 billion dollars in the period July-
December 1943. On the basis of the President’s budget
estimate net receipts can be expected to reach 21 billion
dollars, which would be 32 billion dollars less than esti-
mated total expenditures in this period. If because of the
changing requirements of war total expenditures should
fall below the amount projected for the second half of fiscal
year 1944 the deficit will be reduced. ‘



‘ INDUSTRIAL PRODUCTION
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180 g 60 Industrial activity declined slightly in December from the record levels
reill / 1 A vomae_] reached in preceding months. Prices of commodities at retail showed little
L Pl T TR ] 40 change and distribution was maintained in large volume.
140 A £ Industrial production — The Board’s reasonally adjusted index of industrial
i G A E production, which had been at 247 per cent of the 1935-39 average in October
2o / \Y4 2 and November, declined to 245 in December, reflecting largely decreases in
166 &y i MINERALS %0 output of steel and chemicals.
L [ =i b l ] Steel production dropped 6 per cent in December to the same rate as in
80 0 December 1942. Output for the year, however, totaled 88.9 million tons,
1929 L Ido. 13Eg o4 1945 which was 2.8 million tons larger than the year before. Activity in the trans-
+ Federal Reserve indexes. Groups are ex- portation equipment and machinery industries was maintained in December

- . k S at a high level. The number of aircraft accepted during the month was slight-
g:;ssele[ol;lth’tier!gs of pollntts tlnhthe total ;n- ly larger than in November and was at approximately the average monthly
D i g 1g43 gures. Jatest 'shown -are Ior rate scheduled for 1944. The average weight of planes to be produced, how-

Erenipesy ;i ever, will continue to increase. Deliveries of merchant vessels in December

DEPARTMENT STORE SALES AND STOGCKS were the largest on record, bringing the total for the year to 19,238,626 dead-
ren con DOLLAR YOLUME STASONALLY ADJUSYED, IES- 152100 ven cent weight tons, as compared with 8,089,732 tons in 1942, Lumber production in
) 180 the last two months of 1943 was above the level of a year ago in contrast to
i the first 10 months of 1943 when output averaged 10 per cent below the same
155 160 period in 1942.

r Activity in the chemical industry declined 5 per cent in December, reflect-
140 140 ing a large reduction in output of small arms ammunition in accordance
| b with plans of the armed forces. Cotton consumption declined further in De-
- 120 120 cember to a level 13 per cent below December 1942. Newsprint consumption
- declined seasonally. Further restrictions on its use, as well as on the use of
100 100 printing paper in books and magazines, were made effective January 1, 1944,
e 4 owing to inadequate supplies of pulpwood. Output in the petroleum refining

80 A y 80 and rubber products industries increased further.
S \\_____L\_ AR Crude petroleum production showed little change in December and output
60 % %o of coal was restored to a high level. Bituminous coal production for the
A ] yvear exceeded 1942 output by 1.6 per cent. Iron ore production continued to
| 40 40 decline seasonally in December and output for the year was approximately

1937 1938 1939 1940 1941 1842 1943 4 per cent below 1942.

The value of construction contracts awarded in December, according to

Federal Reserve indexes. Monthly figures, reports of the . W. Dodge Corporation, was greater than in recent months,

latest shown are for December, 1943. reflecting mainly increased Federal awards for manufacturing and other non-
3 residential buildings.

COST OF LIVING Distribution — December department store sales were slightly larger than a

160 e R Lot year ago and combined with November sales were 11 per cent larger than
in the corresponding months last year. For the year 1943 total value of sales
150 150 reached a new peak—about 12 per cent larger than in 1942 and 55 per cent
- larger than 1939. Sales during the first two weeks of January were about
i FA=S 140 the same as last year,
P Railway freight traffic in December and the first part of January was un-
130 i 130 usually heavy for this season. For 1943 total freight carloadings were about
s ,’i- /vlzo the same as in 1942. S.hipmen.ts of grain and livestock averaged about 20
| md,/ per cent above 1942, while loadings of ore, forest products, and less-than-car-
| o ’,/‘ ito load-lot frei_ght averaged 8 per cent lower. : A )
L D“‘* Z NG Commodity prices — Wholesale prices of agricultural and industrial com-
100 N —~ 100 modities showed little change from the middle of December to the middle of
N January and the general index of the bureau of Labor Statistics remained at
90 90 103 per cent of the 1926 average.
Retail food prices declined slightly from mid-November to mid-December,
‘ &0 80 while other groups of cost-of-living items increased and the total index ad-
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| vanced .2 to 124.4 per cent of the 1935-39 average.

| Bank credit — During the latter part of December and the first two weeks
of January excess reserves at all member banks were maintained at an aver-
age level close to 1.1 billion dollars. Purchases of Government securities by
the Federal Reserve Banks offset the effect on reserves of increases in non-
member deposits at the Reserve Banks and the increase in currency in cir-
culation. The System portfolio of Government securities increased by 900

Bureau of Labor Statistics’ indexes. Last
month in each calendar quarter through
September, 1940, monthly thereafter. Mid-
month figures, latest shown are for Decem-
ber, 1943.

MEMBER BANK RESERVES AND RELATED ITEMS million dollars in the five weeks ending January 19. After allowance for
. siLuions or bouLans miLLions or oL LARs expected seasonal movements, currency in circulation increased less in Decem-
ey ﬁ\{“ ber than in November but there was little post-Christmas return flow.
[ "”’""i‘ T Loans and investments of reporting member banks in 101 leading cities,
20 - /_'20 which had been decreasing steadily since late October, declined by an addi-
L / | 1 tional 620 million dollars during the five weeks ended January 19. A large
o el el part of the decline reflected sales of Government securities, principally Treas-
- 57 ReSIvE saanes A ury bills, to the Federal Reserve Banks. Holdings of United States Govern-
;___/ ‘/\/‘”wu\‘/‘/ ment securities were reduced by 370 million dollars. Total loans declined
12 Z6ch 2 12 by 230 million dollars, representing reductions in loans to banks, in com-
C / / 1 mell'cial and industrial l(_)ans. a.nd in “o.ther” loans, mainly instalment_ credit.
" s il et 8 Adjusted demand deposits, which had increased sharply from the middle of
R I s v/ October to the middle of December, declined somewhat over the year-end, but
[ / ] increased again in the first half of January. United States Government
d 4 ELR T T g il deposits at banks continued to decline.
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