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INTERNAL OPERATIONS 
Membership in the System 

Six state banks and two national banks in the Eleventh District were 
admitted to membership in the Federal Reserve System during the first 
half of 1946. 

Bank Location Deposits 
Farmers National Bank Rule, Texas ------------------$1,010,594 
First State Bank of Odem Odem, Texas________________ 347,562 
Commercial State Bank of El Campo El Campo, Texas __________ 4,975,299 
The San Benito Bank & Trust Co. San Benito, Texas ________ 5,767,270 
First State Bank Corpus Christi, Texas .... New Bank 
Citizens State Bank Broken Bow, Okla. ________ New Bank 
Roswell State Bank Ros.well, New Mexico .... New Bank 
Oak Lawn National Bank Dallas, Texas ________________ New Bank 

In this district the number of state banks admitted to membership 
exceeded that in any other Federal Reserve district. Inquiries from 
eligible state banks indicate a further growth in our state bank 
membership. 

Membership in the Federal Reserve System in this district on June 
30, 1946, totaled 590 banks consisting of 466 national banks and 124 
state member banks. Our state bank membership is now at the highest 
level in more than twenty years. On June 30, 1946, there were 383 
nonmember banks in the district, the same as at the end of 1945. 

Changes in Capital Stock 

The paid-in capital stock of the Federal Reserve Bank of Dallas 
amounted to $6,658,100 on June 30, 1946, a net increase of $650,950 
during the first six months of the year. The eight new member banks 
admitted to the System purchased capital stock of this bank totaling 
$17,900; 67 other member banks increased their holdings of capital 
stock of this bank by $638,250 as a consequence of increases in their 
capital and surplus. The liquidation of two former member banks 
during the first half of the year resulted in the cancellation of $5,200 
of capital .stock of this bank. 

The increase in the capital stock of this bank, resulting chiefly from 
purchases of additional stock by existing members, indicates that banks 
generally are following conservative dividend policies and are utilizing 
a considerable portion of their profits to augment their capital struc
ture. Moreover, numerous banks have strengthened their capital struc
ture by selling additional stock to the public. 
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Nonmember Banks 

Five nonmember state banks in this district began operation during 
the first half of the year. 

Bank 
Merchants State Bank 
The Carrollton State Bank 
First State Bank 
Nederland State Bank 
Greenville Avenue State Bank 

Bank Fallures 

Location 
Dallas, Texas 
Carrollton, Texas 
Silverton, Texas 
Nederland, Texas 
Dallas, Texas 

During the first half of 1946, no bank failures were reported in 
any Federal Reserve district, extending to two years the period in 
which no bank failures have occurred. During the past five and one
half years, there have been only 22 bank failures in the United States, 
one of which was in this district. 

New Bank Organizations 

Sixty-three new banks throughout the United States began operation 
during the first half of 1946, as compared with 131 for the entire year 
1945. This district ranked third among Federal Reserve districts, with 
eight new organizations. The Chicago and Atlanta districts, respectively, 
had 13 and ll new organizations. No new banks were reported in the 
Boston, New York, and Philadelphia districts. 

Par Banks 

As of June 30, 1946, 855 active commercial banks in the district 
were remitting to this Federal Reserve Bank at par for checks drawn 
on themselves. On that date there were 117 nonpar banks in the dis
trict, or a decrease of three during the first half of 1946. 

Bank Examinations 

Our staff examined 74 state member banks during the first half of 
1946 and, in addition, conducted examinations of seven state bank 
applicants for membership, two investigations of applications for 
national bank charters, and one investigation of an application of a 
national bank for trust powers. The increase in the volume of activity 
of the Examination Department is indicated by the steady expansion 
in state bank membership and the growth of state member banks. The 
state member banks examined during the six months had experienced 
increases of 29 per cent in total assets and of 48 per cent in loans since 
the previous examinations. To meet this situation, one examiner and 
two assistants have been added to our examining staff. 
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Regulation of Consumer Credit 

Although only minor changes were made in the provisions of Regu
lation W, governing consumer credit, during the first half of 1946, 
the Board of Governors, in cooperation with Federal Reserve banks, 
inaugurated a program to amplify and strengthen the administration 
of the regulation and the enforcement of its provisions. The basic fea
tures of the program include: (a) securing continued cooperation of 
State and Federal supervisory authorities with respect to lenders under 
their respective jurisdictions; (b) an increase of at least 10 per cent 
in the number of reg~strants investigated; and (c) a judicial selec
tion by classes and geographic areas of the registrants to be investi
gated. Our policy of endeavoring to obtain compliance with the pro
visions of the regulation through educational measures is being con
tinued, but firmer methods consistent with the objectives of the Board 
of Governors will be employed, where necessary, to enable us to dis
charge our administrative responsibilities. Our office and field staffs 
have been increased to implement the enlarged program. The branch 
offices will continue to administer the regulation in their respective 
territories by furnishing interpretations in response to inquiries, proc
essing reports of investigation, and investigating complaints of 
violation. 

Discounts for Member Banks 

During the past six months the maximum amount of member bank 
borrowings was $7,000,000, reached on February 4. Only eight member 
banks availed themselves of our discount facilities during the six 
months. There were no outstanding loans to member banks at the begin
ning or end of the period. 

Transactions in Treasury Bills 
Under Repurchase Option 

Holdings of Treasury bills under repurchase option on January 1, 
1946, totaled $27,669,000. During the six months' period, this bank 
purchased $363,727,000 of Treasury bills at a discount rate of 3jg per 
cent per annum. During the same period the sellers exercised their 
options to repurchase bills amounting to $281,390,000, and bills total
ing $73,379,000 were redeemed at maturity. Our holdings of Treasury 
bills under repurchase option on June 30 amounted to $36,627,000. 
During the six months 28 commercial bank,s sold Treasury bills to this 
bank, while 10 of those banks exercised their options to repurchase 
bills. 

War Production Loans 

During the six months only one application for guarantee of a war 
production loan was received. On June 30, we had only one guarantee 
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outstanding, against which there was no loan balance. While the loan 
program was in effect, 266 applications, amounting to $99,995,303, 
were received and 239 guarantee agreements covering designated per
centages of loans totaling $82,313,300 were executed. Losses of $123,-
439.22 were sustained on two loans. The guaranteeing agencies received 
guarantee and commitment fees of $283,363.20 and after paying losses 
and expenses of $224,596.04 had a net return of $58,767.16. 

Federal Reserve Note Circulation 

Federal Reserve notes of this bank in circulation showed an almost 
uninterrupted expansion from $80,000,000 in June 1940 to a peak 
of $627,000,000 in December 1945. In that period the forces con-
tributing to the demand for currency were so strong that the effect of 
seasonal factors upon currency circulation was obscured. In the first 
half of 1946, however, the .seasonal pattern, noticeable during the years 
prior to the war, reappeared. 

The heavy return flow of currency from circulation reduced the cir
culation of our Federal Reserve notes from $619,000,000 at the begin
ning of the year to $587,000,000 on May 15, but the total had increased 
to $596,000,000 by June 30. The net decline of $23,000,000, or 3.7 
per cent, during the six months was somewhat larger than the 2.5 per 
cent decline in note circulation for the United States. 

In this district, as well as in the United States, the principal decline 
occurred in the circulation of notes in denominations of $20 and under. 
The total circulation of notes in denominations of $50 and of $500 and 
above remained relatively steady throughout the period. In contrast, 
the circulation of $100 notes continued to expand at approximately the 
same rate as in the preceding month and on June 30 constituted 20 per 
cent of total circulation. 

Deposits of Member Banks 

After reaching a new peak in January, member banks' deposits fol
lowed an irregular downward course during the remainder of the period. 
Principal factors contributing to the decline were Treasury withdrawals 
of war loan deposits which were utilized in large part to redeem out-
standing Government securities held by banks; withdrawal of interbank f 
deposits; and a net out-of-district movement of funds on account of 
commercial transactions. Total deposits of member banks in the district I 
during June averaged $5,444,000,000, representing a decrease of 
$117,000,000 from the average in December 1945, but an mcrease 
of $735,000,000 over June, 1945. 

Member Bank Reserve Balances 

Member bank reserve balances, which reached a new peak in J anu
ary, declined moderately during the subsequent three months. The 
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recovery in May and June, however, raised the average for the latter 
month to $753,000,000, or about $5,000,000 above the average in 
December 1945. Required reserves showed a steady upward trend 
throughout the period and in June averaged $37,000,000 higher than in 
December 1945. This increase reflected the conversion of a portion of 
their reserve-exempt war loan deposits into private deposits and a sub
stantial decline in member bank balances with correspondents, which 
constitute a deduction from demand deposits which are subject to 
reserve. In consequence, average excess reserves of $106,000,000 in 
June were $33,000,000 lower than in December 1945. 

Check Collections 

The volume of check collections reached an all-time peak during the 
first half of 1946, when our transit departments handled 52,300,000 
items aggregating $14,700,000,000. These totals represent increases 
over the same period of 1945 of 11.2 per cent in the number of items 
and of 8.5 per cent in amount. A new record for one day was established 
on June 4, when 569,000 items were handled, or 34,000 more than 
on the peak day in 1945. 

Check Routing Symbol Program 

In June 1945, a new plan involving a routing .symbol to be imprinted 
on checks of all par clearance banks was introduced to the banking 
system. The plan, sponsored jointly by the American Bankers Asso
ciation and the Federal Reserve System, has as its purpose the simpli
fication of check collection, thereby increasing the efficiency and speed 
of collecting out-of-town checks. The symbols, constituting a series of 
numbers, readily identify the Federal Reserve bank or branch to which 
checks on a given bank are receivable for collection. As the adoption 
of the plan becomes more general, it is anticipated that banks and the 
public will gain benefits in reduced float, fewer sorting and routing 
errors, and quicker return of unpaid items. Throughout the past year a 
systematic educational and promotional campaign has been carried on, 
particularly among bankers and printers of bank stationery, in order 
to induce as many par banks as possible to imprint the symbol upon 
their respective checks in the appropriate locations. A recent survey 
indicated that 75 per cent of the par banks now have the symbols 
imprinted on some of their checks in the approved location. It is 
hoped that through continued educational work the check collection 
system can be converted to the routing symbol plan within another year. 

Fiscal Agency Operations 

Fiscal Agency operations were on a reduced scale during the first half 
of 1946, reflecting the termination of organized war loan drives; in 
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consequence, the organization of the department was readjusted in 
accordance with current activities. The principal activities relating to 
Government securities performed during the six months included: 

Handling of we~kly offerings of Treasury bills to refund 
outstanding issues, with the volume of tra~sactions down 
about 25 per cent from the first six months of 1945. 

Allotments of $345,000,000 of certificates of indebted
ness on exchange subscriptions and redemption of $377,000,-
000 of such securities. 

Redemption of Treasury bonds and note.s aggregating 
$144,000,000. 

Handling of exchanges and transfers of Government securi
ties totaling $383,000,000 and payment of 267,000 coupons 
amounting to $21,000,000. 

Sale of United States savings bonds aggregating $121,-
000,000 and Treasury savings notes amounting to $28,000,-
000, reflecting decreases of 57 per cent and 71 per cent, 
re.spectively, from the volume during the first half of 1945. 

Redemption of savings bonds totaling $183,000,000, an in
crease of 66 per cent over the corresponding period last 
year. 

Holding in safekeeping savings bonds for owners. On June 
30 we held 186,400 savings bonds with a maturity value of 
$16,400,000, as compared with holdings of $17,500,000 at 
the end of 1945. 

The number of institutions qualified as issuing agents for Series E 
savings bonds on June 30 totaled 1,477, a decline of 463 during the six 
months. The institutions terminating their qualifications as issuing 
agents were chiefly nonfinancial businesses. Business institutions gen
erally, however, have retained for the benefit of employees the pay roll 
deduction plan for the purchase of savings bonds. On Jupe 30, there 
were 939 qualified agents for paying savings bonds, a slight increase 
during the six months. The 538 banks in the district qualified as with
held tax depositaries remitted to this bank $82,823,000 during the first 
six months of 1946. 

Custodian Activities 

The custodian activities of the RFC-CCC Department during the first 
six months of 1946 included: 

Work in connection with releasing lessees from account
ability for physical assets under the Defense Plant Corpora-
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tion's Agreement of Lease. The lessees' and the corporation's 
engineers are' making physical inventories of the 82 defense 
plants in the district and are preparing asset property records. 
These records are being reconciled with the inventory records 
maintained by this bank. 

Servicing of participating loans to business enterprises 
made under the RFC blanket participation agreements. Prior 
to June 30, 1946, 248 banks in the district had executed 
agreements with the RFC, under which 313 loans had been 
made. 

Servicing business enterprise loans made to veterans under 
the Servicemen's Readjustment Act of 1944. Prior to June 30, 
1946, 259 such loans, aggregating $793,000, had been made 
in this district, only one of which had been foreclosed. 

The transfer, on March 26, 1946, to the War Assets 
Administration, a separate agency, of the disposal of surplus 
property function. 

During the six months, cotton notes in the. amount of $24,200,000, 
secured by 243,000 bales of cotton from the 1944 and 1945 Govern
ment loans were repaid by producers and the cotton released to them. 
On June 30, we held notes aggregating $11,200,000, secured by 122,-
000 bales of cotton of the two loan programs. We retired 3,252 Certi
ficates of Interest having a value of $12,482,000 which had been issued 
to lending agents upon the 1944 loan cotton. On June 30, we had out
standing Certificates of Interest amounting to $2,630,000 on the 1945 
loan cotton. A total of 110,000 bales of cotton was reconcentrated 
during the six months. 

Personnel Activities 

Readjustments in the volume of work performed in the several depart
ments of the bank and branches necessitated numerous shifts in the 
assignments of employees during the first half of 1946. The shrink
age in the volume of work occurred chiefly in the Fiscal Agency and 
RFC-CCC departments, where salaries of employees are recoverable 
from Governmental agencies. On the other hand, there ha.s been an 
expansion of work in several of the other departments of the bank. In 
effecting readjustments of personnel, efforts have been made to utilize 
the most proficient skills of employees. On June 30, 1946, the personnel 
of the bank and branches, including officers and temporary employees, 
totaled 1,208, representing a net decrease of only 14 since the begin
ning of the year. 
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Since the Selective Service Act became effective, 285 employees have 
entered military service and 144 of them have been re-employed, in
cluding 63 who returned to work during the first six months of 1946. 

The turnover of personnel amounted to 25.5 per cent during the 
six months, reflecting a slight decline as compared with the correspond
ing period of 1945. The noticeable improvement effected at the Dallas 
and Houston offices was partially counterbalanced by the higher turn
over rates at the El Pa.so and San Antonio offices. At those offices a large 
number of women employees either returned to home duties or left the 
city with their husbands, who were transferred to other locations or 
discharged from military service. 

The personnel administration has been expanded and strengthened 
through the following: 

The enlargement of the scope of activities of the Personnel 
Department and the addition of new employees trained to 
handle the new activities. 

The in.stitution of a revised vacation policy, under which 
extra days of vacation are granted to officers and employees 
with more than nine years of service. The vacation schedule, 
computed on a graduated basis according to years of service, 
provides for a maximum of four weeks' vacation for those 
with 25 years of continuous service. 

The adoption of a revised insurance plan for hospitaliza
tion, medical, and surgical services, under which the bank 
pays two-thirds of the cost of the coverage for officers and 
employees and for certain of their dependents. On June 30, 
approximately 80 per cent of the personnel were enrolled 
under the plan. 

The formulation of a program to analyze and evaluate 
each job within the bank before the end of 1946, the results 
of which will constitute the basis for revising the Form A 
Personnel Classification Plan. 

Retirement System 

The Board of Trustees of the Retirement System of the Federal Re
serve Banks at its annual meeting on June 5, 1946, adopted amend
ments to the rules and regulations providing for a liberalization of 
benefits for employees upon their retirement, and the amendments have 
been approved by the Board of Governors. The principal changes 
included: 

A new definition of "final average salary" to mean the ten 
consecutive years of creditable service during which salary 
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was highest instead of twenty consecutive years rn effect 
heretofore. 

The removal of certain limitations on pension allowances. 
Assumption by the Reserve banks of the entire co,st of the 

prior service benefits for the period from 1934 to 1943. 
To cover the liability incurred by the Retirement System as a result 

of these changes, the Reserve banks have made a lump sum contribu
tion of approximately $2,100,000 and the rates of current contribution 
have been increased to an average of 9.97 per cent of total pay roll 
from an average of 9.35 per cent. The contribution of this bank 
amounted to $101,493, and its rate of current contribution was increased 
to 10.1 per cent of total pay roll from 9.5 per cent. 

During the fir,st six months of 1946, three retirements were effected, 
and one death claim was paid, bringing the number of retirements and 
death claims paid to 48 and 27, respectively, since March 1, 1934, 
when the Retirement System was instituted. 

Pay Roll Deductions for Bond Purchases 

For a long period prior to the close of the war, 100 per cent of our 
employees were enrolled in the pay roll deduction plan for the purchase 
of savings bonds; at the end of 1945 approximately 99 per cent 
were enrolled. Following the close of the Victory Loan Drive, em
ployee.s were advised that facilities would be maintained for the pur
chase of savings bonds through the pay roll deduction plan for those 
who desired to utilize that means of saving. Although the percent
age of employees enrolled in the plan has shown a gradual decline, 
many employees have made no change in the amount of deduction 
from their salaries, while others have increased the amount of deduc
tions. In June we held authorizations from 65 per cent of our officer,s 
and employees to deduct for bond purchases seven per cent of our total 
pay roll. During the first half of 1946 purchases of savings bonds by 
officers and employees totaled $95,000, as compared with $128,000 
during the corresponding period of 1945. 
Cuisine Service 

During the first six months of 1946, the cost of operating our dining 
room service totaled $40,308, as compared with $36,835 for the same 
period of 1945. We served 6,200 fewer meals, which accounted for a 
decline of $1,642 in net receipts from officers and employees. The net 
expenses absorbed by the bank amounted to $16,4 75 during the first 
half of 1946 and represented 40.9 per cent of the total cost, as com
pared with 30.8 per cent of total co,st during the corresponding six 
months of 1945. The rising prices of principal food items accounted 
for a p01tion of the higher cost of operation, but the increase in salaries 
of dining room employees was the major contributing factor. 
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TREASURY FINANCING 

The Treasury has continued to emphasize the sale of United States 
savings bonds, and the experience with both sales and redemptions has 
been more favorable than had been anticipated. During the six months 
ended June 30, sales throughout the United States approximated 
$4,042,000,000, as compared with redemptions of $3,520,000,000, 
whereas it had been expected that redemptions might exceed sales by 
a substantial margin. 

The first major peacetime effort to stimulate the sale of savings bonds 
was carried out between June 6 and July 4. In effect, it was an adver
tising promotion to inform the public of the need for, and the advantages 
of, increasing purchases of savings bonds and the desirability of hold
ing the bonds already purchased. The immediate objective was to re
enlist newspapers, radio networks and stations, outdoor and transporta
tion advertisers, and national and local advertising sponsors in support 
of peacetime bond sales. 

Early in 1946 it became apparent that the prompt cancellation of 
war contracts, the speedy demobilization of the armed forces, and other 
factors were reducing expenditures below expectations and that tax 
receipts were being sustained at an exceptionally high level. Under 
the circumstances it appeared that a substantial part of the funds 
raised during the Victory Loan Drive would not be required to finance 
Government expenditures. In order to rednce the interest cost on the 
Federal debt and to demonetize as much as possible of the bank-held 
Government securities, the Secretary of the Treaaury instituted a pro
gram to utilize excess cash balances to retire in whole or in part the 
maturing and called marketable issues. Between March 1 and June 30, 
the Treasury redeemed in cash about $10,200,000,000 of such securi
ties and exchanged $8,700,000,000 of them for'% per cent certificates 
of indebtedness. The type of issue and the amounts involved in these 
transactions are shown below: 

Cash Redemptions 
Date of Amount of Per cent 

Transaction Type of Security Issue Amount of Total 
3- 1-1946 %% Certificate ______________ $4,147,000,000 $1,014,000,000 24.5 
3-15-1946 1% Note ________ ___________ 1,291,000,000 1,291,000,000 100.0 
3-15-1946 3%,% Bond__________ 489,000,000 489,000,000 100.0 
4- 1-1946 %% Certificate ___________ 4,811,000,000 1,991,000,000 41.4 
5- 1-1946 %% Certificate__ 1,579,000,000 1,579,000,000 100.0 
6- 1-1946 %% Certificate 4,799,000,000 2,024,000,000 42.2 
6-15-1946 3% BoncL__ _______ 1,036,000,000 1,036,000,000 100.0 
6-15-1946 31h% Bond____ ______ _ 819,000,000 819,000,000 100.0 

It is estimated that approximately 70 per cent of the total of these 
issues outstanding was held by the banking system. 
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On June 30, .the gross Federal debt amounted to $269,400,000,000, 
representing a net decline of nearly $10,000,000,000 from the peak 
reached on February 28, but a net increase of about $10,700,000,000 
over the total on June 30, 1945. The cash balance of the Treasury on 
June 30 of this year amounted to $14,200,000,000, of which a large 
part probably will be utilized to redeem additional amounts of securi· 
ties. 

GOVERNMENT SECURITY MARKET 
The Government security market was affected by numerous diverse 

factors during the first six months of 1946, and prices showed wide 
fluctuations. 

During the early weeks of the year, there was an unusually strong 
demand for Government securities with the heaviest buying and the most 
pronounced price advances occurring in the long-term restricted Treas
ury bonds. Some of the factors contributing to the demand included the 
growing belief that no new long-term Treasury issues would be offered, 
indications that the Trea.sury would refinance maturing issues with low 
coupon securities, and the relatively easy reserve positions of commer
cial banks. 

The announcement of the Secretary of the Treasury on February 15 
that a portion of the large cash balances would be utilized to redeem 
maturing or called issues of Government securities, combined with 
rumor.s of impending changes in monetary and credit policies, gen
erated caution among investors, and a period of price irregularities 
ensued. During most of March, the supply of the is.sues eligible for 
purchase by commercial banks exceeded the demand, and prices eased 
somewhat. Buying of restricted Treasury bonds, especially by insurance 
companies and savings banks, continued in substantial volume with 
prices showing moderate net advances. 

The prices of long-term Treasury bonds reached a new peak early 
in April, with some issues selling more than five points above those 
prevailing at the end of 1945. During the remainder of April, however, 
prices of Treasury bonds of all maturities moved downward, reflecting 
investor appraisal of factors that might have a significant influence on 
market trends. The sharpest price decline occurred toward the close 
of the month when the Federal Reserve banks eliminated the prefer
ential discount rate, and the wartime practice of limiting daily price 
changes on Government securitie.s in the over-the-counter market was 
abandoned. During May and June, price movements were irregular 
with a slight upward trend. Some of the factors giving strength to the 
market were the reinvestment demand resulting from interest payments 
and the Treasury redemption program; the relatively small ·liquidation 
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of bonds purchased with funds borrowed from hanks during the Victory 
Loan Drive; and the efforts of many commercial banks to lengthen the 
maturitie,s of their portfolios. 

At the end of June, prices of all Treasury bonds eligible for purchase 
by commercial banks were lower than at the beginning of the year, with 
declines ranging up to 11j2 points. On the other hand, prices of restricted 
Treasury bonds showed net advances during the period, ranging be
tween 1'% and 23/s points. 

MEMBER BANK RESERVES AND RELATED FACTORS 

The reserve positions of member banks were relatively easy during 
the first quarter of 1946, reflecting chiefly the huge volume of reserve
exempt war loan deposits and the large return flow of currency from 
circulation. As a consequence, the volume of Reserve bank credit out
standing declined by nearly two billion dollars. In the second quarter, 
however, when currency circulation turned upward and the Treasury 
utilized substantial amounts of its war loan deposits to redeem out
standing Government securities, there was a noticeable tightening of 
reserve positions which was relieved in part by a moderate increase 
in Reserve bank credit. For the period between December 26, 1945, 
and June 26, 1946, reserve balances of member banks in the United 
States showed a net increase of only $250,000,000, but required re
serves rose $890,000,000 causing a decline of $640,000,000 in excess 
reserves. The changes in the factors affecting reserve balances are pre· 
sented in the following table: 

SUPPLY AND USE OF MEMBER BANK RESERVE FUNDS IN THE UNITED STATES 

(In millions of dollars) 

Changes that 
June 26 December 26 added to 

1946 1945 reserves 
Reserve bank credit _ ___________ 23,904 25,172 
Monetary gold stock__ ________ 20,269 20,065 
Treasury and national bank currency__ 4,539 4,334 
Money in circulatio 28,135 28,649 
Treasury cash ---------- 2,262 2,283 
Treasury deposits with Reserve banks_ 888 1,199 
Nonmember deposits ---------- 950 1,282 
Other Federal Reserve accounts________ 567 500 

Total 

Member bank reserve balances held __ _ 15,910 
Estimated required reserves ____ 15,200 
Estimated excess reserves_____ 710 

16 

15,658 
14,308 
1,350 

+ 204 
+ 205 

514 
21 

311 
332 

1,587 
+252 

+252 
+892 
-640 

Changes that 
reduced 
reserves 

-1,268 

+ 67 
1,335 



The Federal Reserve Sy,stem's holdings of Government securities, 
which had reached an all-time peak on January 2, 1946, at $24,092,· 
000,000, declined steadily during the first quarter and on April 3 were 
approximately $2,130,000,000 lower than at the beginning of the year. 
Thereafter, holdings fluctuated widely from week to week as the System 
made heavy purchases and sales of Government securities to ease the 
impact of large-scale Treasury operations upon bank reserves. Although 
total holdings of $23,385,000,000 on June 26 were about $1,400,000,· 
000 above those on April 3, they were $700,000,000 lower than on 
January 2. In the meantime, however, the Treasury redeemed in cash 
$1,600,000,000 of the securities held by the Federal Reserve System. 
The System's holdings, distributed by type of security~ on June 26, 
1946, with comparative figures for December 26, 1945, are presented 
below: 

HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE SYSTEM 

(Amounts in millions of dollars) 

June 26 Per CentDecember 26 
Type of Security 1946 of Total 1945 

Treasury bills-Total _________ 14,399 61.6 12,802 
Under repurchase option___ _________ 5,385 23.0 4,845 
Other 9,014 38.6 7,957 

Certificates of indebtedness__________ 6,482 27.7 8,167 
Treasury notes --------- ---- 1,748 7.5 2,120 
Treasury bonds - --- - ----- ---- 755 3.2 947 

Total . 23,385 100.0 24,037 

Per Cent 
of Total 

53.3 
20.2 
33.1 
34.0 
8.8 
3.9 

100.0 

WEEKLY REPORTING MEMBER BANKS
UNITED STATES 

Net 
Change 
+1,597 
+ 540 
+1,057 
-1,685 
- 372 
- 192 
- 652 

The movements in the principal asset and liability items of weekly 
reporting member banks in the United States were influenced in con
siderable part by Treasury operations during the frrst half of 1946. 
In January and February deposits remained generally steady at the 
peak level established in December, largely because the Treasury made 
only small withdrawals from its war loan deposits at depositary banks. 
Deposits declined sharply, however, during the subsequent four months 
when the Treasury utilized war loan deposits to redeem outstanding 
Government obligations and interior banks reduced their balances with 
correspondent banks to meet war loan calls. Between December 26, 
1945, and June 26, 1946, deposits showed a net decline of $6,300,· 
000,000. Although Government and interbank deposits declined by $9,-
000,000,000, the decrease in these deposit.s was partially offset by the 
expansion of adjusted demand and time deposits. The funds to meet the 
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decline in deposits were obtained through reductions of $6,000,000,000 
in loans and investments (principally in holdings of United States 
securities) and of $300,000,000 in balance.s with correspondent banks. 

Although commercial, industrial and agricultural loans, real estate 
loans, and miscellaneous loans continued to expand during the six
month period, there was a net liquidation of $1,600,000,000 in advances 
to brokers and dealers and to others for purchasing or carrying 
securities. 

It will be recalled that during the Victory Loan Drive the weekly 
reporting banks in the United States increased their loans secured by 
Government securities by approximately $2,600,000,000 and that such 
loans totaled $4,700,000,000 on December 12, 1945. The volume of 
loans made by those weekly reporting banks during the Victory Loan 
Drive was substantially larger than during any preceding drive and 
has declined much more .slowly since the close of the drive. On June 26, 
these bank.s still had approximately $3,000,000,000 in loans secured 
by Government securities, an amount about 50 per cent higher than the 
total of such loans immediately preceding the Victory Loan Drive. 

The reduction of $5,100,000,000 in total investments during the six 
months occurred in holdings of short-term securities and was associated 
with the deposit decline and the Treasury's debt retirement program. 
Holdings of Treasury bonds increased slightly during the six months, 
indicating that the reporting banks, in an effort to lengthen the maturi
ties of their portfolios, made net purchases in the market, as well as 
replacing the bonds that were redeemed in cash. 

WEEKJJY REPORTING MEMBER BANKS
ELEVENTH DISTRICT 

The pattern and rate of change in the principal assets and liabili
ties of weekly reporting member banks in this di,Strict during the first 
six months of 1946 conformed closely to those at all reporting banks 
in the United States. The manner in which the rate of change at reporting 
banks in this district varied from that at all reporting banks in the 
United States is as follows: 

The percentage decrease in Government and interbank de
posits was larger, but the increase in adjusted demand and 
time deposits was more pronounced. 

A larger percentage of balances with correspondent banks 
was withdrawn. 
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Loans increased slightly in contra,st to a decline of 5.8 
per. cent at all reporting banks, due to a slower rate of decline 
in loans secured by Government securities and a more rapid 
increase in other classes of loans. 

The percentage decrease in holdings of Government secu
rities was smaller, but the percentage increase in holdings of 
other securities was much more pronounced. 

The accompanying table presents the principal asset and liability 
items of weekly reporting member banks in this district as of December 
26, 1945, and June 26, 1946, the amount of change during the period, 
and the percentage change for district and United States banks. 

Eleventh District Percentage change 
]une26, December 26, Eleventh United 

1946 1945 Net Change District States 
Deposits ____ $2,549,000,000 $2,785,000,000 -$236,000,000 -8.5 -8.4 

Loans ------ 673,000,000 671,000,000 + 2,000,000 + .3 -5.8 
Investments --- 1,365,000,000 1,515,000,000 - 150,000,000 -9.9 -9.8 
Balances with 

correspondents _ 212,000,000 275,000,000 - 63,000,000 -22.9 -13.2 
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