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Annual Report of the Federal Reserve Bank
of Philadelphia for 1935

During 1935 there was an increase in productive activity and
in the distribution of goods. Although the general level of whole-
sale commodity prices did not change materially over most of the
year, the average was above that of 1934. In the security markets
quotations at the close of the year were substantially higher than
at the end of 1934.

While bank loans declined in this district, there was a marked
expansion in deposits which was ascribable largely to the continu-
ance of Government disbursements on a broad scale. Extensive
purchases of investments were made by the banks, but a considerable
portion of the growing supply of funds was allowed to remain on
deposit at the Federal Reserve Bank.

Excess reserves were an outstanding feature of the banking
situation both locally and nationally. The surplus of funds was
reflected in the continuance of low rates for open-market paper and
small yields on Government and high-grade corporate obligations.

Profit and loss account

Earnings of the Federal Reserve Bank of Philadelphia from
working capital loans made to established businesses increased
materially during 1935, but amounts derived from discounts for
member banks and purchased bills were negligible and income
from securities of the United States Government declined from
$3,152,000 to $2,821,000 in the face of an increase in average
holdings. Total earnings, including profit on the sale of United
States securities and sundry additions, decreased from $4,350,000
in 1934 to $3,536,000 in 1935.

Deductions from earnings were reduced from $3,307,000 to
$2,668,000, despite some increase in current expenses and the pay-
ment of a special assessment toward the construction of a building
in Washington for the Board of Governors of the Federal Reserve
System. This was due principally to the fact that little had to be
added to the reserves for contingencies and nothing had to be set
aside for depreciation on buildings and premises in view of new
construction during the year.

Net earnings available for distribution amounted to $868,000
in 1935. $76,000 represented profits attributable to the use of
funds turned over to this bank by the Secretary of the Treasury
in accordance with section 13b of the Federal Reserve Act, which
deals with advances to industries for working capital; $42,000 of
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Twenty-first Annual Report, Federal Reserve Bank of Philadelphia

the $76,000 was paid to the Secretary and $34,000 was transferred
to “Surplus—Sec. 13b”. Inasmuch as there then remained of net
earnings only $792,000, insufficient to meet $856,000 of dividends,
$64,000 was withdrawn from ‘“Surplus—Sec. 7, which represents
earnings accumulated from regular operations.

A decline in dividend payments from $926,000 in 1934 to
$856,000 in 1935 was due principally to the retirement of well over
2 millions of the bank’s capital stock in September, in conformity
with the Banking Act of 1935 which permits a member to hold only
that amount of Federal reserve bank stock to which its capital and
surplus currently entitle it. Prior to the passage of that Act a
member bank was required to adjust its holdings of reserve bank
stock when its capital was increased or decreased, but a decrease
in surplus account required no such adjustment.

Profit and loss account
Federal Reserve Bank of Philadelphia L1933 1934 1935
(000’s omitted) ‘ ‘

Earnings: 1
Brom bills digeounted s s » s« sl b 5 5 o0 5 5 sws s | $1,550 $ 456 - .
Hrom billa-bouehtsee vimeus s aen s o v b o v mrs 60 10 4
From industrial advaneces..................... 0 17 255
From United States securities................. 2,658 3,152 2,821
From other sources. ..............covivinn.. | 43 90 | 32
Total earnings .« v s swwsssmsss o es woss sos o [ $4,311 $3,725 $3,124
Additions toCarnINER: e s 5 5505 o3 wiw s 5 5 25 S en 117 625 412
$4,428 $4,350 | $3,536

Deductions from earnings: |
For current bank operations. ................. $1,965 $2,135 | 32,273
For Federal reserve currency.................. 184 102 | 119

Assessment—expenses of Board of Governors . . . 84 142 - | 238*

Furniture and equipment purchased. .......... 28 26 | 32
Reserves for contingencies. . .................. 2,483 651 } 5
Depreciation on bank building and premises. . . . 0 250 | 0
AATOTNET: & o sos s s imioh s iy s ol bl i v & s s 2 1 1
Total deductions from earnings. . ........... $4,746 $3,307 | $2,668

Net earnings available for dividends and addi- | ‘
tion to surplus. . i Sh el o G s wels i g —$ 3187 { $1.043 | $ 868

Distribution of net earnings: ; f
Payment to Secretary of Treasury (Sec.13b)..... & 0 | § 0 $ 42

Transferred to surplus (Sec. 13b) (to = + 1 ‘
T fne e e oy o e A e e e 0 ‘ — 1 [+ 34
Transferred to surplus (Sec. 7) (to = + from = —)| — 1,269 |+ 118 — 64
Dividends paid. :ccini iz iosssrnans st sovonss 951 | 926 | 856

* Includes assessment of $99,000 toward building for Board of Governors.
T Deficit.
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Statement of condition

Federal Reserve Bank of Philadelphia | December December December
(000’s omitted) 30, 1933 31, 1934 31, 1935
RESOURCES \

Gold certificates on hand and due from U. S.

B0 R i S o $ 92,988 $271,119 $370,230
(el bl S s st S B e o e o 100,344 0 0
Redemption fund—Federal reserve notes. . . 4,188 2,625 1,168
Othercash............... ... ........... 31,051 35,662 34,078

Total reserves. ................. | $228,571 $309,306 $405,476
Redemption fund—Fed. res. bank notes. . . . 1,300 0 0
Bills discounted:

Secured by U. S. Government obligations™* 5,286 556 250

Other bills discounted.................. 20,077 437 127

Total bills discounted.......... $ 25,363 $ 993 $ 377
Bills boughtic . s« o » sem st o e s s 7,858 584 484
Industrial advances. .« ... covesussomsssis 0 3,236 6,768
United States securities. . ................ 167,120 167,120 177,120
Other securities. . . ...................... 510 0 0

Total bills and securities. ... ... . $200,851 $171,933 $184,749
Due from: foreign banks... . <o .« ci s s om. i 368 87 69
Federal reserve notes of other banks ....... | 1,066 1,373 1,507
Uncollected items. . . . ....ovvevmennens o, \ 36,896 38,755 40,928
Bank premises. ......... ... o oL 3,841 4,411 4,830
All other resources....................... ‘ 4,576 L 5,178 3,801

Total resources. . .. ..o.oivs oo i $477,469 $531,043 $641,360

LIABILITIES ?
Federal reserve notes in circulation. . ... $236,128 $240,443 $271.,870
Fed. res. bank note circulation—net... . 20,390 0 0
Deposits:
ember bank reserve account.......... 129,225 211,579 274,326

U. S. Treasurer—general account. .. ..... 83 4,315 10,519

Horelgn bank. - . - sen s s » wiete s v 437 1,995 2,881

Other deposits. . .............o... 9,512 1,977 10,174

Total deposits. ................ $139,257 $219,866 $297,900
Deferred availability items. . . ............ 35,044 37,578 40,293
Capital paid .. .ne sems o es e o mee e 15,917 15,131 12,328
Surplus—Section 7. . ........... ... ... 27,973 13,470 13,406
Surplus—Section 13b. .. ........ .. ... ... 0 1,049 2,132
Reserves for contingencies................ 2,500 2,996 3,000
All other liabilities....................... 260 510 431

Total liabilities. ............... $477,469 $531,043 $641,360
Ratio of total reserves to deposit and Federal |

reserve note liabilities combined......... ‘ 60.9% 67.29, 71.19%,
Contingent liability on bills purchased for

foreign correspondents. . ............... $400 $68 0
Commitments to make industrial advances. 0 399 $861

* Includes bills secured by obligations fully guaranteed by the United States Govern-
ment.
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Business conditions

Conditions of business in the Philadelphia Federal Reserve
District during 1935 have reflected additional economic gains over
1934. Most of our measurements of industrial and trade activity
have reached the highest levels since 1931.

Industrial production has continued to expand and by the end
of the year this bank’s seasonally adjusted index of output by
factories and mines had attained the highest point for the same
period since 1930. In the field of construction, the most striking
development has been evidenced by a steady rise in the activity of
residential building, particularly family houses. The volume of
construction financed by public funds, on the other hand, has de-
clined in comparison with 1934, although the value of contracts
awarded for this class of building increased sharply in the closing
months of the year.

General employment has been well maintained throughout
1935. Nevertheless, expenditures for various types of unemploy-
ment relief in this section have been increased greatly in compari-
son with the annual totals in the preceding two years.

Income from such sources as wages, sale of farm and indus-
trial products, rents, dividends and interest has continued upward
since early 1933, following a period of prolonged decline. In
consequence, the purchasing power of the general population has
increased materially, though its full effect has been lessened some-
what by a rise in the cost of living.

Wholesale prices of manufactures and farm products have
fluctuated during the year but slightly and in the same direction,
indicating a marked change in the relationship in the price levels
of these two major groups of commodities from that which existed
in the years from 1931 to 1934. Food prices, on the other hand,
have continued rising so that at the end of the year they were
nearer their 1926 levels than were prices of industrial products and
agricultural staples.

The value of retail and wholesale trade sales was larger in
1935 than in 1934 and substantially so as compared with 1932 and
1933. Inventories at the end of the year showed little change from
those of a year before, except in the case of used passenger auto-
mobiles, but a considerable reduction in comparison with the volume
prior to 1931. Shipments of goods by rail, motor truck and water
naturally reflected the higher rate of activity in the field of prod-
uction and distribution of commodities. Extended description of
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Twenty-first Annual Report, Federal Reserve Bank of Philadelphia

conditions and changes during 1935 by important economic groups
in this district follows.

Industrial activity

Manufac- Activity of manufacturing industries in this district
turing generally during 1935 showed further expansion as

compared with 1934 and other recent years. The rate
of factory output rose sharply in the spring months, declined in
mid-summer and subsequently increased continuously, reaching at
the end of the year the highest level since 1930.

This bank’s index number of factory production rose to 78 per
cent of the 1923-25 average, on a seasonally adjusted basis, as com-
pared with a record low of 52 in March 1933. The average for the
entire year was 73 as against 67 in the previous year, 64 in 1933 and
a low average of 61 in 1932. The record high was 111 in 1929.
Consequently, it appears that the trend of factory production during
1935 has continued upward with a fair degree of regularity and the
amplitude of fluctuations has been much narrower than in the pre-
ceding three years.

The rate of gain in the output of durable goods was especially
pronounced, largely in response to demand for manufactured prod-
ucts for equipment purposes. The index of productive activity in
this industry rose by the end of the year to about 62 as compared
with 49 a year before and the low of 29 in March 1933. This in-
crease for the most part was due to a further expansion in iron and
steel products, electrical apparatus, iron castings, automotive equip-

F Index number (annual average), 1923-25 = 100
actory oulput
Philadelphia Federal Reserve — — T
District 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935
Manufacturing—total.......... 111 97 7 61 64 67 73
Durablesgoads, .-t e s 110 94 60 39 40 50 56
Non-durable goods............. 112 100 90 ik 82 80 87
Metal produets.................. 124 | 102 62 34 41 54 63
RexteiPrOAUELE ..« s\ s e o v fonmiafis: 107 89 83 72 81 72 87
Transportation equipment. ... .... 94 86 59 47 33 44 46
Food produeta. 5.« .00 o 96 92 83 74 il 75 70
Tobacco and produets............ 120 | 106 94 78 81 88 89
Building materials. . ............. 83 66 43 27 24 28 29
Chemicals and products.......... 122 115 104 89 95 101 104
Leather and produects. ........... 128 122 114 98 | 118 118 126
Paper and primting. . .\ ous .o 118 | 114 99 83 80 79 81
Electric power output............ 191 | 193 | 190 | 177 | 181 | 192 | 197
9
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INDUSTRIAL PRODUCTION

PHILADELPHIA FEDERAL RESERVE DISTRICT
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ment, shipbuilding and, to a lesser extent, certain building materials.

Non-durable goods industries also showed a further increase
in output, though the rate of gain over previous years was not as
striking as in the case of durable goods. The production index for
this branch of industry at the end of the year was about 91 and
the average for the year was 87, relative to the 1923-25 base, as
compared with 80 in the previous year, 82 in 1933 and a low average
of 77 in 1932. The largest relative increases occurred in the textile,
and leather and leather products industries, while the food group
alone showed a decline. '

Prices of manufactures at factory on the whole showed little
change during 1935 as compared with 1934 but they were consid-
erably higher than in the period from the spring of 1931 to the fall
of 1933. The index number of the Bureau of Labor Statistics for
all commodities other than farm products and foods in 1935 was
about 77.9 per cent of the 1926 average as against 78.4 in the prev-
ious year, 71.2 in 1933, and a low of 70.2 in 1932.

Inventories of raw materials and finished goods held by plants
in this district at the end of the year appear to have been moderate
and in most instances differed little from the volume of a year ago.
Such data as are available indicate definitely a marked reduction in
stocks of goods from the relatively large volume accumulated over
a period culminating in 1931 and 1932. Pertinent figures for the
country as a whole reflect a similar condition with respect to fac-
tory inventories.

The trend of factory employment has continued upward, though
not as sharply as that of payrolls and working time. The dis-
parity which developed between payrolls and working time and
production in the years 1930 to 1933 has narrowed further during
1935. The indexes below are given as an indication of the change
in this relationship.

Index numbers |

Phila. Fed. Res. 5y Jan.
District 1928 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 1936

(1923-25 = 100)

Production. ... .... 102 197 o7 Tirk 61 64 67 73 74
Employment....... 93 99 90 75 64 67 75 77 Vi
Pagroells. i clas 94 | 103 87 63 42 45 57 63 66

Tlrlginumber of wage earners employed by the manufacturing
industry in this district averaged about 682,000 and the amount of
wages paid totaled $693,000,000 during 1935, indicating a gain of 3

il

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



Twenty-first Annual Report, Federal Reserve Bawk of Philadelphia

EMPLOYMENT AND PAYROLLS
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per cent in employment and 11 per cent in payrolls over 1934. To
show the trend in these items there follows a table of figures de-
rived from our current indexes and the census data:

Factory employment and payrolls

- P A Employment
adelvhia s : e ) i avrolls it

Philadelphia (I‘I g:lt(l ; r‘il:lxtl(if)sel ve District (average for year) Payrolls (total)
L e e o 877,316 $1,075,814,441
e e B s s o 785,198 i 960,702,296
T I . (R b S L - 804,043 | 1,003,933,900
1926 s e il o e e B ok A | 829,772 | 1,063,166,001
1[eFf TN SR 8 ) R, e S ol o, el .o, 792,432* ‘ 996,186,543 *
HGDRM oy Tyn J oy e JO T s Ly Tl Sy B 762,487 946,309,341
g o b e RN SR D 810,862 * 1,033,815,162*
TTRTI o o e e A e R e 757,227 908,701,215
LOSN"  rmer C oF em Lr Eel e, 645,330 * 679,755,032*
D R e 556,247 461,672,090
TEIETN. Al et oAbt 10 s e s 5 ot s o e o 592,951 * 492,123,399*
BOBA - i e e e s st s et Sny el 661,140 [ 623,028,224 1
1R o e s o o e SR R 681,635 692,807,381 1

! I

* From the Census of Manufactures for 60 counties in eastern Pennsylvania, southern
New Jersey and Delaware; prior to 1927 these figures were not subdivided by counties.
Figures for other years were computed from the indexes of employment and payrolls
compiled by the Philadelphia Federal Reserve Bank. T Preliminary.

Earnings by wage earners during 1935 averaged 57.7 cents an
hour or slightly more than in the previous year, as computed from
the figures for Pennsylvania factories. The fluctuation in this item
during the year was comparatively unimportant. The average time
worked by wage earners approximated 34.5 hours per week, an in-
crease of about 6 per cent as compared with 1934. The sharpest
gain occurred in the fall months and at the end of the year the num-
ber of hours worked per week averaged around 36.1 per wage earner.
Since the figures on hours are derived from the composite data for
68 manufacturing industries, they naturally do not fully disclose
variations between individual industries. Similarly, data for earn-

Trend of hours worked Average number of Average earnings
and hourly earnings hours worked per per hour per wage
Pennsylvania wage earner per week earner in cents
(0 2 e b el S R ol e 46.9 56.8
) o e S R 48.8 57.4
2 e S e e MUt e e 44.5 58.7
1R P o e e b S 38.2 55.7
R o e vy s emtis o 31.5 48.3
TARAGE Lot e el T R e e A 33.1 48.1
FOOAE e e e L 32.6 57.2
11 e e e L B et 34.5 57.7
13
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ings are obtained from the combined totals for these industries and
are intended to indicate only the general trend of income from wages
but in no sense to show wages rates.

Coal and Production of anthracite fuel in 1935 approximated
other fuels 51,000,000 net tons which was 11 per cent smaller than

in the previous year but about 3 per cent larger than
in 1932 and 1933. Toward the end of the year output and ship-
ment of this fuel were stimulated considerably by severe weather
conditions and this trend continued into early 1936. Stocks of
anthracite at various sources declined and at the close of the year
were 7 per cent smaller than a year before but considerably
larger than at the end of 1933. The trend of prices generally has
been downward during the past decade, reflecting in part compe-
tition from other fuels. The accompanying tables indicate changes
that have occurred in the fuel industries during recent years.

} | Per cent change from
Fuels 1935 ‘_

(Output and shipment figures are daily averages) i ‘

1 1932 | 1933 1934

Anthracite

ProdUehioN,: « trs cio 28 oo ed 5 i 58 15 i e ] tons | 168,049 | + 3 | + 3 | —11

ORIDIIOITEE S -\ 2 o 5 0 5o s 505 8 5 5 08 68 5% P tons | 160,012 | + 2| 4+ 3| — 9

SEOCKEIARIE ', 1, . v b 2 6 Yoo oo ot e B 1000 tons 1415 | —83 | +59 | — 7

& T i e e T AR (1926 = 100) 797 -10 -3] —1

Employment. .........................Number | 95307 | —21 | — 9| —-10
Bituminous

Production: =55 s st os sares s e ais s s wis o tons | 297,201 | +22 | +15 | + 1

Shipmentessie, s tauiies, Jom i o Number of cars | 22,611 | +17 | + 9 | + 2

INSTEE o o A S AT A ek (1926 = 100) 96.7 | +18 | +17 | + 2

Emplovineit’ o eo o st i A S T Number | 127,450 | +22 | 410 | — O
Coke

Produetions. . v s o s e sn aa (1923-25 = 100) 86.8 | +63 | +28 | +11

PHGBRN: o i <o o b o e s (1926 = 100) 88.6 | +14 | +14 | + 4
Gas and fuel oil

Production. .................... (1923-25 = 100) 97| -2 -0 — 4

I e o o AT et e (1926 = 100) 62,7 | +28 | +14 | + 6

Sources: Bureau of Mines and Bureau of Labor Statisties.

Activity in the bituminous coal field has continued to show
improvement in sympathy with increased operations in those en-
terprises which are important consumers of this fuel. Production
of bituminous coal in Pennsylvania during 1935 totaled nearly
91,000,000 tons as compared with 89,826,000 in the previous year,
79,296,000 in 1933 and a low of 74,776,000 in 1932. The number
of mine workers remained about the same as in 1934 in contrast
to a marked decline in the case of the anthracite industry. Prices

14
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of bituminous coal have continued to advance since the low reached
in 1932 and the average for the year was only within 3 per cent
of the base year, 1926.

Coal mining Employment Production (net tons)

Employment and
production

Pennsylvania Anthracite | Bituminous | Total | Anthracite | Bituminous
T928 . corvis s s v st 157,743 194,981 352,724 | 93,339,000 | 171,880,000
1924 . . e oo o [ 160,009 169,322 329,331 | 87,927,000 | 130,634,000
1925, 160,312 | 156,798 | 317,110 | 61,817,000 | 136,928,000
1926 ... ... 165,386 155999 | 321,385 | 84,437,000 | 153,042,000
1927. .. .. ... 165,259 153,699 | 318,958 | 80,096,000 | 133,099,000
1928 . 160,681 133,414 | 294,095 | 75,348,000 | 131,202,000
19200 i o wpass o g 3 151,501 131,774 283,275 | 73,828,000 | 143,516,000
JG30 5. oo o 150,804 130,150 280,954 | 69,385,000 | 124,463,000
1931, 0o 139,431 116,726 | 256,157 | 59,646,000 | 97,659,000
1932. ............ 121,243 | 104,532 | 225,775 | 49,855,000 74,776,000
1933............. ‘ 104,633 115,453 220,086 | 49,541,000 79,296,000
1934 . m e s ; 106,251 127,868 234,119 | 57,168,000 89,826,000
1935, .o . 95,307p 127,450p | 222757p 51,003,000 | 90,927,000

Source: Bureau of Mines, United States Department of Commerce.
p Preliminary.

In response to increased demand, production of coke was 11
per cent larger in 1935 than in 1934 and substantially greater than
in 1932 and 1933. Prices also have shown additional advances
during the year. Productive activity in the case of gas and fuel
oil slackened somewhat but prices have risen further, though the
rate of this advance has been narrowing.

Crude The petroleum industry has shown a continued increase
petroleum  in production since early in 1933. Output of crude oil

in that part of Pennsylvania which is located in this
district in 1935 exceeded 13,150,000 barrels, or the largest annual
total in the history of the Bradford oil field. The following figures
show the trend of production and prices in recent years.

Bradford field Average price

Crude petroleum output and prices | barrels produced* | per barrel (Pa.)

T AT R I . 4= ol 5901400 | $3.101
T AT e oy i e 7734900 | 3.662
g Ty s R 9268700 2.370
O e e L 8804300 | 1.789
O el et o Ll e 9,926,550 1,820
T e vl ol i e, 10/129.950 1785
T R S AR S 1 - 11,967,500 2380

(e o ol ol ol B (i © Bog o0 10560 & b gl 13,150,450 2.126

* Source: American Petroleum Institute.
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The aggregate value of building contracts awarded in
this district during 1935 amounted to $94,259,000 as
compared with $94,000,000 in the previous year, nearly
$68,000,000 in 1933 and about $103,000,000 in 1932.
The trend has been steadily upward since spring, though the total
volume is still substantially behind that in the pre-depression years.
The amount of contracts let in the peak post-war year 1928 totaled
$503,543,000. As shown by the accompanying table, the largest
relative gains since 1934 occurred in residential and miscellaneous
construction, while the volume of public works alone registered
marked declines. One of the significant developments disclosed by
these figures is the fact that the trend in the case of one and two-
family houses has been almost steadly upward since the low level
reached early in 1933. In the case of commercial buildings, the
improvement during the year also was noticeable.

Building
and
real estate

Building and real estate Index number (annual average), 1923-25 = 100
Philadelphia Federal Reserve
Digftict 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935
e RSB | B o2 1
Contracts awarded:

Residential . ... .............. 108 48 30 18 12 12 17
Apartments and hotels. . ..... 128 50 25 13 4 74 8
Family houses. ... - somases oo 99 48 33 20 16 14 21

Non-residential.............. 168 142 62 41 25 29 29
Commercial and factories..... 157 147 36 20 23 24 23
Bdueational. . ... i st 181 112 79 65 1 42 27
ANl OtHET’: < s s o5 mime s smioi o5 s | 189 154 120 81 44 33 47

Public works and utilities. ... 144 203 174 63 43 94 59

Grand total............... 136 108 65 34 22 32 28
Building permitg. . ..« <o v 74 40 | 23 10 6 7 9
L * o
Per cent change—1935 compared with
1929 1930 1931 ‘ 1932 ‘ 1933 } 1934
— |
Mortgages recorded. . . . ... —89(a) | —84(a) | —74(b) | +80(c) | +187(c) | +313(c)
Ordinary real estate deeds. . — —36(a) | —24(b) | —11(c) | + 5(e) | + 7(e)
Sheriff deeds.............. — + 5(a) | —17(b) | —25(¢) | — 31(e) | — 3(e)

(a) 1 county, (b) 270011nties, (e) 6 counties.

It will be observed that the relative importance of contracts
let for residential construction has increased considerably during
1935, as indicated by the next table. Contrariwise, the proportion
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BUILDING CONTRACTS

PHILADELPHIA FEDERAL RESERVE DISTRICT

1923-25AVG.2100 ADJUSTED FOR SEASONAL VARIATION

PERCENT sos ‘ Kev: |
== TOTAL
350 ----RESDENTIAL |
coco0 NON - RESIDENTIAL
—— PUBLIC WORKS AND UTILITIES
300
250 e M e

200 — %

150 % = ! e R e
v } :

100 b . | /\ i /

50 H- ,“‘..,_

S,
Yearmnaa,

Ol ] |
1929 1930 1931 1932 1933 1934 1935 1936

.'ﬂ ............ ~eo

of contracts awarded for the so-called public works and utilities de-
clined from 1934 to 1935, though it is still higher than in other years
with the exception of 1931.

| |

Building contracts \
Phila. Fed. Res. Dist. 1928 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935

(Figures are percentages) | |

Residential........ ... ... 44.4 | 37.2| 20.7| 21.7 | 241 | 25.7| 18.9 | 27.5
Apartments and hotels...| 13.6 | 13.6 6.4 4.9 5.6 2.6 3.3 4.6
Family houses.......... 308 | 23.6| 143 | 168 | 185 | 23.1| 156 | 229
Non-residential..........| 40.2 | 45.2 | 48.7 | 34.6 | 44.8 | 42.8 | 33.7 | 39.2
Commercial. ...........| 11.7 | 16.0 | 16.0 7.4 89| 10.9 9.4 9.9
Factories............... 9.8 9.5 | 15.1 2.9 39| 13.2 7.5 7.6
Educational . . .......... 6.4 9.2 6.7 88| 12.6 4.6 8.6 8.8
AJlother:). oo ot it o 123 | 105 | 109 | 15.5| 194 | 14.1 82| 129
Total buildings. . ..... 846 | 824 | 69.4 | 56.3 | 689 | 68.5| 52.6 | 66.7
Public works and utilities | 15.4 | 17.6 | 30.6 | 43.7 | 31.1 | 31.5 | 47.4 | 33.3
Grand total. . ..... “ 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0

Prices of building materials in general were a trifle lower in
1935 than in 1934. Advances in cement, structural steel, and paint
and paint materials were more than offset by decreases in brick
and tile, lumber, plumbing and heating, and other building ma-
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terials. The average index for all these groups fluctuated around
85 per cent of the 1926 average as compared with a low of 71 in
1932 and a high of 95 in 1929, according to the Bureau of Labor
Statistics.

The real estate market showed a considerable improvement
during 1935 over 1934, even though the level of activity continued
low in comparison with the pre-depression years. Renting demand
for dwellings by industrial and lower-salaried workers has in-
creased further. This appears to have been especially true in the
case of small houses and apartments whose rentals range from $30-
$35 a month. Vacancies in these classes of dwellings have de-
creased appreciably. Foreclosures also have fallen off for the
second year.

Sales of houses varying from $3,000 to $5,000 also seem to
have increased since 1934, and prices have shown some advances
during the year. Mortgage funds for new purchases have been
more readily available than for several years past. Interest rates
prevailing in this section have shown less change since 1934 than
they have in other parts of the country, although declines here
have been apparent chiefly in the case of funds required for resi-
dential buildings of the one and two-family type.

Agricul- The agricultural situation in this district showed
ture further improvement during 1935 with respect to both

production and income. Further advances in prices,
especially for meat animals, and dairy and poultry products, de-
clining cost of feed and fertilizer, and favorable weather condi-
tions prevailing throughout the greater part of the growing season
were in a large measure responsible for the increased farm activity
last year.

Output of farm products generally was larger in 1935 than
the year before and yields per acre in many cases were above the
average of the ten years, 1921-30. Production of such leading
crops as corn, wheat, oats, hay and tobacco registered fairly large
increases over 1934, the only important field crop to show a decline
being white potatoes. The acreage of truck and vegetable crops
harvested last year also increased and yields of orchard fruits were
substantially larger than in 1934.

Marketings of virtually all important livestock products, ex-
cept butter, increased sharply during 1935; in the case of dressed
poultry, receipts at four principal markets were more than four
times as large as the year before. Cold storage holdings of poultry
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and cheese at the end of December registered marked decreases as
compared with a year earlier, those of poultry being the smallest
for that period in the past ten years. Despite larger than seasonal
decreases during the last half of 1935, stocks of butter and eggs
were considerably larger at the end of 1935 than at the same time
in 1934.

The number of workers available for hire on farms in this sec-
tion decreased steadily during 1935, reflecting to some extent a
further improvement in industrial conditions. Demand for farm
labor last year increased more sharply from early spring to mid-
summer and was maintained at a much higher level throughout
the harvest season than was the case in 1934, while the seasonal
decline from fall to mid-winter was somewhat less pronounced than
the year before. Barring minor fluctuations, largely seasonal in
nature, the trend of farm wage rates has continued steadily upward
during the past three years. On January 1, 1936 average monthly
wages without board for agricultural workers were about 4 per
cent above the level of a year earlier and were the highest for that
period since 1932.

Wholesale prices of farm products in this district as in the
country in 1935 reached the highest levels since 1930 and exceeded
the average for the five years 1910-1914, which was selected as a
basis for comparison. The recent trend of prices for all agricul-
tural commodities combined is indicated by the following figures:

Farm prices
of agricultural commodities 1931 1932 1933 1934 1935
(Index: 1910-1914 = 100)

United States...................... 87 65 70 90 108
PenBSVIVANIS oo o cnsim e i oatels o oo 75 80 94 104

INEWSTEIREN 0 o s o et i 114 | 88 109 i 109 118*
|

Sources: United States Department of Agriculture and Federal-State Crop Reporting
Service. * 11 months.

According to data compiled by the Bureau of Agricultural
Economics, wholesale prices of farm products have risen more
sharply during the past four years than have prices of commodities
generally purchased by farmers. As a result, the disparity be-
tween these two price series, which increased rapidly from 1929
to 1932 and became most pronounced in the latter year, has nar-
rowed considerably, the ratio of prices received to prices paid being
86 per cent in 1935, compared with only 61 per cent four years
earlier.
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Cash income of farmers in this district as a whole showed a
further substantial increase in 1935. Preliminary estimates made
from the farm value of crops and marketings of livestock and
livestock products indicate that farm income was nearly 16 per
cent larger than in 1934. The estimated value of last year’s crops
was slightly smaller than the year before, chiefly because of lower
prices prevailing for fruits and vegetables, while receipts from the
sale of livestock and livestock products, particularly milk, poultry
and eggs, increased sharply and were the largest in five years. These
estimates do not include rental and benefit payments made to
farmers who co-operated with the Agricultural Adjustment Ad-
ministration’s program of crop curtailment. Complete returns
showing income so received are not yet available, but it has been
estimated that Pennsylvania farmers were paid approximately $1,-
406,000 in the first nine months last year, compared with $360,000
in the same period of 1934. The trend of cash income for the past
twelve years is shown in the following table:

Estimated cash income ‘ i
from farm production .| Livestoc Tt
Philadelphia Federal Reserve District Crops products Total
(000’s omitted)

TR, 0 G A Ty o e AN Mo Y S Yo i $116,536 ’ $126,312 $242 848
1 G2 SN o s, s 5 el B St & s L e 133,473 | 134,627 268,100
1 R e I et o 114,277 141,945 256,222
1927 vl vsin st v s s e s [ 111,683 142,238 253,921
A e e e R s OF T et Sl B et 99,301 152,410 251,711
] sl e B S s et ol 107,690 | 176,707 284,397
LRI e e o A d e e s S e 91,355 ‘ 161,904 253,259
TRl e i o R L S 70,672 | 128,305 198,977
TOBD'. o o v mie v i e 0 8 i o et s ek e 54,579 ! 100,344 154,923
L e e e 72,685 \ 99,338 172,023
OB e e v e e 73,249 | 119,122 192,371
R R B s b e i e oy o B 5075 60 B T e 69,294 ‘ 152,119 221,413

Source: United States Department of Agriculture. # Exclusive of benefit payments.
* Preliminary estimate based on farm value of crops and sales of such livestock prod-
ucts as eggs, poultry, milk, butter and cheese.

Electric Output and consumption of electricity in this district
power have continued to expand since the low levels of 1932-

1933 and by the end of 1935 our seasonally adjusted
indexes were the highest shown for several years. Production and
sales of electrical energy were approximately 5 per cent larger in
1935 than in 1934 and substantially greater than in the previous
two years. This gain reflects largely an improvement in general
economic conditions as indicated by increased sales of electricity
for lighting and power purposes. Detailed comparisons follow :
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1935 Per cent change—
Electric power Number daily 1935 compared with
Philadelphia Federal of average
Reserve District, systems |(kwh.000’s

omitted) | 1930 | 1931 | 1932 | 1933 | 1934

Rated generator capacity. 8 1,892* | +5| +2 | +1| +0| +0
Output:
Hydro-electric. . ... ... 4 4,391 +39 | +51 | + 9| — 6| +14
SEEAMIL. cirve,s o s & o 7 11,078 -0 +2| +24 | 430 | + 8
Purchased............ 7 1,666 —10 | —32 | —14 | —24 | —-24
Total output........... 8 17,135 + 6| +6| +15| +11 | + 5

Sales of electricity:
For lighting

Municipal. . ... .... 10 324 -15| -20| -19| - 2| +0
Residential and
commercial. ... . 10 3,953 +30 | +21 | 422 | +20 | 4+ 9
Residential.. ... .. 9 2,028 == = +21 | 420 | 4.7
Commercial . . . ... 9 1,635 = = +21 | +17 | +10
Total........ 10 4,277 +25 | +17 | +18 | 418 | + 9
For power
Munieipal. ... s visse 78 296 L |l =L 2 A
Street cars and rail-
1088 e s 50w i 10 2,152 + 7| +11 | +24 | 412 | + 7
Industries.......... 10 11,016t | +2 | + 7| +20 | +16 | + 7
Total. . ... .. 10 10,929 +3| +7| 420 | +15| + 7
All other sales. . ...... 10 860 — 32| =35 | —29 | =30 | —27
Totalsalesforall purposes 10 16,066 +5| +6| +15| +12 | 4+ 5
* Kilowatts.

1 Computed on a basis of working days; calendar days were used for other items.

The number of workers employed in twelves branches

Ge”;ml 5 of industry, trade and service combined showed little
emp o’;me" ’ ; change from 1934 to 1935 but exceeded the low of
:::ﬂ:fl;;men 1932 by about 8 per cent Variations in individual

groups, of course, were noticeable, as indicated by
the index numbers in the accompanying table.

The amount of compensation paid out during the year in-
creased from 118 in 1934 to 126 per cent of the 1932 average and
was almost 30 per cent larger than in 1933. Most of the groups
shared in this gain, indicating expansion in working time.

The extent of general unemployment during 1935 is partly
indicated by the next table showing the average number of persons
on relief and the amount spent for relief in various forms such as
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direct and work relief. Total expenditures in Pennsylvania during
the year increased greatly as compared with the annual total ex-
pended in the preceding two years.

Index of general employment and Employment Payrolls

pay-rolls—Pennsylvania. (1932

average = 100; indexes are annual

averages.) 1932 | 1933 | 1934 | 1935 | 1932 | 1933 | 1934 | 1935

General index (weighted)*....... .| 100 | 99 | 108 | 108 | 100 | 97 | 118 | 126
ManufactUrIng e « <o » s o 100 | 105 | 116 | 121 | 100 | 108 | 138 | 155
ANthracite. . sie: ses - o s s s 3 100 | 83 | 95| 86 | 100 | 85 | 104 | 89
Bituminous coal mining.......... 100 | 99 | 121 | 120 | 100 | 100 | 154 | 161
Quarrying and non-metallic mining | 100 | 93 | 105 97 | 100 | 94 | 124 | 128
Crude petroleum producing. . . . .. 100 | 139 | 183 | 193 | 100 | 122 | 163 | 170
Public utilities.................. 100 92 90 | 89 | 100 | 86 | 88 91
Retailtrades o5 .« s s < oo s s 100 | 101 | 109 | 110 | 100 | 95 | 106 | 108
Wholesale trade................. 100 | 98 | 103 | 106 | 100 | 91 | 96 | 100
L Obel8res tomses s s & Red s e 2 e 100 | 94 | 106 | 104 | 100 | 82 | 100 | 103
Laundries...................... 100 | 93| 94| 95| 100 | 8 | 92| 95
Dyeing and cleaning............. 100 | 99 | 99 94 | 100 | 90 | 103 | 101

* Includes building and construetion.

Unemployment relief Average number Expenditures
Pehne i of persons on relief for
YLVE during month relief*

1932—DecembEr . <« « o < oresi s s wyass < s s 1,346,038 | % 5,509,183

1938—Total: s s s o5 s Sl At st 5 o — 81,358,243
1934—Total. ... ... ... ... —_— 126,032,704

i

1935—January. . ... ‘ 1,678,377 20,067,505

BebrUaryi. . i s s s o s s § 060608 s 1,728,286 19,017,633

BECH G i e 2 Gvali s s s W S e B s 1,727,192 17,166,964

ADE] S S s e e e 1,738,307 18,458,726

May. ..o e 1,691,316 ‘ 17,855,486

June. . ... ‘ 1,649,386 15,325,332

A s o s b R R e e = 1,587,664 16,205,676
AUZURE & et « el o oiein s oo Ao b f 1,606,633* 14,757,416*

September n i e e et | 1,625,304 13,985,552

e ODET: 1% 555 e # Bk = i ek A 1,517,085 14,262,859

November. ............ccvvvennnn.| 1,271,883 10,870,362

December. ... ... ... ... ... .. ..... 865,843 8,258,617

Tobal 1938 o ts sosihs sreiere s miisae i ‘ $186,232,128

* Work relief was discontinued in August 1935 so that figures for subsequent months
show expenditures only for direct relief and special programs.

Note: Figures do not include administrative expenses which in the first ten months
of 1935 approximated 8 per cent of the total expenditure.

Source: Pennsylvania Emergency Relief Board.
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Distribution, trade, service

Shipments of commodities affecting this district showed addi-
tional increases during 1935. Following a steady decline between
1929 and 1932, freight car loadings turned gradually upward,
reaching in the last quarter of the year the highest level since 1931-
1932. Deliveries of goods by motor truck also showed further in-
creases as compared with the previous three years. The movement
of freight by water for that portion of the Delaware River which
extends from Trenton to the sea during 1935 registered continued
gains in the value of goods coming in and going out of this district.

Foreign trade Exports, G al |
Port of Philadelphia including _1911(%1‘? Total

(000’s omitted) re-exports LRREE
T80 S s i e e s 1 $101,830 $165,928 | $267,758
S L e i I e e ‘ 74,302 115,296 | 189,598
TOB2 e« st o atelor e st kil et o il 39,624 79,113 | 118,737
1933 . . oo e e ‘ 47,848 91,012 138,860
1934. . ..o 54,595 98,398* 152,993
i O P 61,755 | 119.:257* 181,012

| |
* Imports for consumption comprise all commodities which immediately entered the
country upon arrival plus withdrawals from bonded warehouses for consumption.
Figures prior to 1934 cover general imports including all commodities entered for im-
mediate consumption plus those entered for storage in bonded customs warehouses.
Source: U. S. Department of Commerce, Bureau of Foreign and Domestic Commerce.

The value of wholesale trade sales by eight important lines
combined proportionately showed an additional increase of 3 per
cent, continuing the upward trend since early 1933. A part of this
gain reflects further advances in prices, particularly for groceries,
hardware and paper. The value of inventories during the year
averaged less than in the previous year but at the end of 1935 it
was about 3 per cent larger than a year before. The rate of stock
turnover increased 3 per cent as compared with 1934. The ratio
of collections to outstanding balances also showed a slight gain
during the year and continued higher than in the preceding four
years.

Dollar sales of merchandise at retail establishments, as meas-
ured by reports from representative department, apparel, shoe and
credit stores in this district, were 6 per cent larger than in 1934
and substantially greater than in 1932 and 1933. The seasonally
adjusted index of retail trade sales in December was 74 per cent
of the 1923-25 average as compared with 67 a year ago, 61 two
years ago and a low of 56 in 1932. Despite irregular fluctuations,
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DISTRIBUTION

PHILADELPHIA FEDERAL RESERVE DISTRICT
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Distribution Index number (annual average), 1923-25 = 100
Philadelphia Federal Reserve
District 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935
Freight car loadings:
IS N s 106 90 71 52 55 57 59
Merchandise and mise. (64.99
of total)... . .c. cvie o aios sisima s 112 96 76 56 55 57 59
Coal (23.59, of total). ....... 92 79 66 54 58 64 64
Wholesale trade:
Sales................... ... 98 85 73 59 63 75 7
SUOCKS . 5 beions o s sh 5 e LB 5 102 92 79 66 59 67 66
Rate of stock turnover*. ....... — — 115.56 | 65518 | 5.62 | 5.57 | 15.71
Ratio of collections to outstand-
11174 NP 61 67 64 57 59 69 68
Retail trade:
Sales.......oooviiiiiiii.. 100 91 80 61 58 65 68
SEOCKS . spureroiis svia 1 st s 2oy & wtaens 92 86 76 64 57 62 65
Rate of stock turnover*........ 3.98 | 4.00 | 4.06 | 3.77 | 3.84 | 4.04 | 4.29
Ratio of collections to outstand-
1T S 30 29 28 26 26 28 29
Registration of new passenger auto-
mobiles....................... 131 99 80 51 62 73 99
Gasoline consumption (1928 = 100)| 120 133 | 150 | 147 | 148 | 158 | 161
Life insurance sales. ............. 146 145 128 106 95 103 104

* Actual ratios, not index numbers.

the trend of retail trade during the past three years has been
gradually upward, following a sharp decline between 1929 and
1932-1933. Inventories at retail establishments in the aggregate
averaged slightly higher in 1935 than in 1934 and at the end of
the year the value was about 5 per cent larger. Retail stocks of
merchandise turned about 4.3 times during 1935 and this ratio
was the highest in several years. Settlements of accounts by
customers have risen steadily since 1932 and the average ratio of
collections to receivables in 1935 was 4 per cent higher than a year
earlier and substantially higher than in the previous three years.

Estimates of
retail and wholesale trade sales : Retail Wholesale

Philadelphia Federal Reserve District |

|
L T et ) =, oyt L L $3,002,000,000 | $3,247,000,000
1 S e ‘ 2755000000 |  2.705.000,000
T s B L ) e ek i | 2378,000,000 2,166,000,000
T RRLE Rm e o Toacn Sl SNl 5 e, g n "W O Bow, | 1,725,000,000 1,575,000,000
OB R e e 0 2 S T RORENS ol WK SR I P oo 1,591,000,000 1,609,000,000
e s il R S e 1,766,000,000 1,895,000,000
11T Rt el e R S MO B Sl s iyl e o 1,865,000,000 1,956,000,000

* Preliminary, subject to revision.
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The preceding figures are derived from our current indexes
which are supplemented by the Census of Distribution of the De-
partment of Commerce. They are only approximations intended
to show the trend of sales in absolute rather than relative figures.

Sales of new passenger automobiles, as measured by the regis-
tration of all new units in this district, increased to the largest
volume since 1929. The low level was reached in 1932, as shown
by the following table.

New passenger automobile registration
Philadelphia Federal Reserve District

1923, 155,036 1929, . oo 210,002

1924, ..o 159,487 1930 0 oo 158,816

1925. ... ... 0 . 167,835 1931, .o 128,703

1926, ... 197,880 1932, . 0o 82,589

1927. . 166,688 1933 oo 99,037

1928 0 177,915 1934, oo 116,787
1935 e 158,929

The sharp increase during the year reflected in part the fact
that production of new models occurred at an earlier date in 1935
than was the case in other years. But the principal contributing
factors were general improvement in industrial conditions and in-
come from various sources, and the depreciation from wear and
tear on the automobiles in use during the depression years. Reports
indicate that stocks of used cars held by dealers at the end of the
year showed a considerable increase by comparison with those held
on the same date in other years.

Sales of ordinary life insurance were virtually in the same
volume in 1935 as in 1934, though activity in the third quarter rose
at a higher rate than that for the same period in other years. Total
sales practically equalled the average in the base years, 1923-1925.

Activity of representative commercial hotels, excluding resort

Index: 1934 = 100
Hotel activity —

Philadelphia Federal Reserve District !
| 1933 1934 1935
ROOM [GCCUPANEY -« o ¢+« s & sois &5 Sibie & 356 & 5 60 3 « 6961 1 3 004 3 86 100 106
Reventie S 0ball s s 2 2 e b o s e 2 bk s e & b - 82 100 107
Guest ToomsS. . ... | 88 100 106
Food. ... ... . . . . . . \ 86 100 108
Other sources. . . ... .. | 64 100 111
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hotels, increased further during 1935 and the level was substan-
tially higher than in 1933. Room occupancy showed an additional
gain of 6 per cent and aggregate income from all sources was 7
per cent larger than in 1934. The table gives index numbers
reflecting chiefly the movement of business travelers in this district.

Banking conditions

In this district changes in membership during 1935 were
relatively few; additions equaled losses, so that the total of 656
members at the end of the year was the same as at the beginning.
The reopening of banks which had been closed during the banking
holiday of 1933 was largely completed in 1934.

Rapid expansion in deposits at the member banks furnished
them with assets for which they could find little desirable outlet
in loans to customers. Many millions of securities were purchased,
but a substantial part of the funds provided by increasing deposits
and loan liquidation served only to increase reserve balances at the
Federal Reserve Bank. Borrowings of members from this bank
continued at an exceedingly low level.

Banking legislation and regulations

Outstanding in the field of legislation was the Banking Act of
1935, approved August 23rd. The first section revised existing
provisions of law with regard to deposit insurance, placing it upon
a permanent basis with a coverage up to $5,000 for each depositor
and setting the annual assessment on insured banks at 1/12 of
one per cent of the average of total deposits less certain deductions.
The second section made several far-reaching changes in the or-
ganization of the Federal Reserve System and in credit adminis-
tration, as indicated below:

The Board of Governors of the Federal Reserve System (for-
merly known as the Federal Reserve Board) is to consist
of seven appointed members. This provision is effective
February 1, 1936.

The open market committee is to consist of the Board of Gov-
ernors and five representatives of the reserve banks; its
decisions will be binding on the reserve banks. (Effective
March 1, 1936)

The titles of president and first vice president are substituted
for those of governor and deputy governor, which here-
tofore have been applied to the two chief executive officers
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of a reserve bank. They are appointed by the board of
directors, with the approval of the Board of Governors
of the Federal Reserve System, for terms of five years.
(Effective March 1, 1936.)

A permanent section 10(b) is added to the Federal Reserve
Act permitting advances by reserve banks to members on
their time or demand notes secured “to the satisfaction”
of the reserve bank. Maturities may not exceed four
months. The interest rate charged is to be not less than
14 of one per cent higher than the highest discount rate
in effect at the reserve bank.

Reserve banks must establish discount rates every fourteen
days, or more frequently if required by the Board of Gov-
ernors.

The Board of Governors by vote of four of its members may
raise or lower member bank reserve requirements, with
present requirements as the minimum and double these
as the maximum.

National banks may make loans on improved real estate for
five years and up to 50% of appraised value, in an amount
equal to unimpaired capital and surplus or 60% of
time and savings deposits, whichever is the greater. If
provision is made for the amortization of 40% of the
loan, a loan may be made up to 60% of appraised value
and for as long as ten years.

Title III of the new Act covered many miscellaneous points on
which clarification was desirable. It also changed the method of
computing net demand deposits subject to reserve, permitting the
deduction of amounts due from banks and cash items from gross
demand deposits, and required reserves to be kept against United
States deposits.

Regulation T, issued by the Board of Governors in 1934 in
conformity with its powers over margin requirements under the
Securities and Exchange Act, was amended in several respects dur-
ing 1935 and numerous rulings were made covering specific points.
In the latter part of the year brokers and dealers were required to
submit monthly reports showing debit and credit balances, in order
that the Board might have information to guide it in its super-
visory activities.

Toward the close of the year five of the regulations of the
Board were revised, to take effect January first. They were: “D”
—Reserves of member banks; “H”—Membership of state banking
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institutions; “I”’—Increase or decrease in capital stock of reserve
banks; “P”—Holding company affiliates—voting permits; “Q”’—
Payment of interest on deposits. A new regulation—“O”—also
was issued relating to loans to executive officers of member banks.

Federal Reserve Bank

There was continued activity during 1935 in the
extension of credit to industry under section 13b,
added to the Federal Reserve Act in June 1934, which
authorizes reserve banks to assist in making working capital avail-
able to industrial and commercial businesses. The amount of such
loans approved rose sharply in the year. In the last six months
there has been some falling off in the applications. From June
1934 to the end of 1935, 136 applications in the aggregate amount
of $22,992,000 were approved by this bank; gratifying cooperation
by banking institutions in the district is evidenced by their partici-
pation in $16,543,000 or 72 per cent of the total. To date more than
300 field investigations have been made in connection with the
applications.

Industrial
loans

Industrial loans
June 1934 to December 1935 . Number Amount
(Participations of other financing institutions included) ‘

Applications received—net. ................... .. ... 512 $36,380,000
Under consideration December 31, 1935. ... ........ 6 660,000
506 $35,720,000

Loans and commitments approved by Federal Reserve |
BANK o rots smsnonsne svailaks Eune S¥aissespiaretoaloke spaters s susiels ohs l 136 $22,992,000

| _

Actual advances made. . ....... ... ... e $12,378,000
Repayments. . ... 3,391,000
Advances outstanding December 31, 1935. .. ...........ccoovnnnn.. $8,987,000
Commitments outstanding December 31, 1935. . ...................| 1,307,000

* Includes approved applications that subsequently were reduced or withdrawn, or
that expired unused.

We wish to make due expression of our appreciation of the
services of the Industrial Advisory Committee, the members of
which have given generously of their time and services to this
bank, without compensation.

The Committee has met regularly through the year, has con-
sidered over 200 applications, and has been of invaluable assistance
in passing upon these applications. There were two changes during
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1935 in its personnel. Benjamin F. Mechling, president of the Atlan-
tic Elevator Company and vice president of the Nice Ball Bearing
Works of Philadelphia, and John T. McDade, treasurer of the Art
Loom Corporation, Philadelphia, were appointed to fill vacancies
caused by the resignations of Charles E. Brinley, president of the
American Pulley Company, Philadelphia, and Richard D. Wood,
president of the Millville Manufacturing Company of Millville,
New Jersey, and Philadelphia, Pennsylvania.

Actual industrial advances by this bank, less re-
Earning payments, increased from 314 to 63/ millions during
assets and 1935  contributing to an increase from 172 to 185
reserves millions in the bank’s bill and security holdings. On
only a few days were the bank’s holdings of bills discounted
for member banks in excess of a million dollars and the average
for the year was little over half a million, much the same as that
for bills bought, which consisted entirely of foreign bills. The in-
crease of 13 millions in earning assets during the year was due
mainly to the fact that in June the bank increased its participation
in Federal Reserve System holdings of United States securities
by 10 millions.

BILL AND SECURITY HOLDINGS

FEDERAL RESERVE BANK OF PHILADELPHIA
_ (Monthly averages )
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RESERVE POSITION
PERCENT

FEDERAL RESERVE BANK OF PHILADELPHIA
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The trend of cash reserves continued definitely upward, reach-
ing especially high levels in the late summer and early fall as a
result of funds temporarily held in the district in connection with
a security refunding operation. Despite a rise in total reserves
from 309 to 405 millions in the year, the bank’s reserve ratio ad-
vanced only from 67.2 to 71.1 per cent owing to substantial ex-
pansion in both the Federal reserve note and deposit liabilities.
It was only in the last three months of the year that the average
ratio exceeded 70 per cent.

Unless otherwise indicated, the preceding references have been
to changes from December 31, 1934 to December 31, 1935. In
the following table averages are given for several of the principal
items contained in the statement of the bank:

Daily averages
Federal Reserve Bank of Philadelphia

(Dollar figures in millions)
1932 1933 1934 1935
Bill and security holdings:
Bills discounted. . vmiies oo s b sk s s $ 73 $ 45 $ 10 $ -1
1SR  ae ¥ 1 A e O Tl R U s A g -+ 4 2 g
TRdustrial AdVATCER: 5.0 il « v iin v o d g s o o 0 0 * 4
United States securities.................... 111 146 167 173
Other secUTTIES vy s us « win oha s s o oo e i i 2 1 * *
Total bills and securities. .................... $190 $196 $179 $178
Federal reserve note circulation............. .. 252 246 243 244
Member bank reserve deposits................ 119 121 191 235
Total deposits . .u oo vme =5 mmnsnm s s is e o 124 135 205 257
Total cash TESEIVeS. .c.ve v e omiesnisinimesanses 224 228 297 345
ReserVe TRELOL « orie 5 6t o 3roiiss s 5 5eslin = 5 o) 6 59.69% | 60.09% | 66.39, | 68.89,

* Less than half a million dollars.

Member bank reserves and related factors

Following pronounced accumulation during 1934, reserves of
member banks in this district continued to increase in 1935, al-
though in somewhat smaller measure. Nor was the expansion in
the excess above legal requirements as large, as may be seen in
the following table. The change in the method of computing net
demand deposits subject to reserves provided for in the Banking
Act of 1935 tended to reduce requirements in the case of many
banks.

On December 31, 1935 reserve balances held at this bank
totaled 274 millions, as against 211 millions a year earlier. Ana-
Iytical figures given in the accompanying table reveal that this rise
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Philadelphia Averages of daily figures
Federal Reserve District
(In millions of dollars)

Dec. 1933 Dec. 1934 Dec. 1935

Reserves actually held by licensed

banks

Philadelphin banks . « . « o osaion b g o 68 128 182
Country DaNKS: .« o- i oaa i o e e a0 ‘ 53 76 84

All member banks. . ............ | 121 204 266

Excess above legal requirements

Philadelphis banks. . s oo owonn 7 54 91
Countey banka. 18 S 10 26 33

All member banks.............. 17 80 124

was due largely to Government disbursements, which showed
an even greater excess over local receipts than in 1934. Transac-
tions passing through the Treasurer’s account at this bank indi-
cate that larger sums were received in payment for new security
issues than were disbursed in the cash redemption of securities and
in interest. The net amount so received, however, was much
smaller than in 1934, constituting therefore a less substantial offset
to large net disbursements for other purposes, including relief.
Mint payments for gold, in effect a further item of Government
disbursement, also contributed to the funds available to the banks,

Member bank reserve deposits 1934 changes that— I‘ 1935 changes that—
and related factors
Philadelphia Federal Reserve District

(In millions of dollars) Added to | Reduced | Added to | Reduced
reserves | reserves | reserves | reserves

Items increases in which raise re-
serves |
Reserve bank credit extended locally -22 @+
Interdistrict commercial payments. . —36 —59
Gold purchases (chiefly by mint). ... + 16 + 12
Treasury operations............... +104 +140

(]

Items increases in which reduce re-
serves
Currency demand................. +
“Other deposits” at reserve bank. . . - 7 + 8
Unexpended capital funds of res. bank — 15 - 1

ROtaln, L cn b e e aone 142 60 | 155 92

o
+
o
51

Actual change in member bank re- |
serve deposits................. +82 +63
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MEMBER BANK RESERVES AnD RELATED FACTORS
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while the only type of reserve bank credit which tended to raise
member bank reserve balances was an increase in industrial ad-
vances.

Several factors were operative which absorbed a portion of
the funds so supplied, tending therefore to restrict the increase in
reserves. Chief among these were a 25 million increase in cur-
rency demand, a rise of 8 millions in miscellaneous deposits at this
bank, and, largest of all, an adverse balance of payments of 59
millions in commercial and financial transactions with other dis-
tricts. This unfavorable balance doubtless reflected security pur-
chases in other markets by banks of this district and possibly
some flow of funds to other sections in payment for commodities
and services needed here to carry on projects financed by Govern-
ment funds.

Condition of member banks

Continuance of deposit expansion over the greater part of 1935
was the most pronounced feature of member bank reports and
doubtless was caused largely by Government disbursements. De-
spite a drop in balances to the credit of the United States Govern-
ment and trustees of the Postal Savings System, total deposits
increased from 2,382 millions to 2,629 millions, reflecting chiefly
a pronounced growth in demand deposits. This figure was the
highest for any call date since 1931, compared with 1,977 millions
at the low in 1933, and exceeded the 1929 average despite the re-
duction in the number of banks since that year.

A substantial part of the funds accumulated by the banks was
used to purchase securities. The increase in securities having the
Federal guarantee as to both principal and interest was 86 millions,
and in the case of miscellaneous securities was 65 millions. Ex-
pansion in these more than compensated for a decline from 505 to
482 millions in direct obligations of the United States Government
which was due in part to the retirement of bonds which had been
serving as collateral for issues of national bank notes. There was
a decline of 8 millions in open market loans, which include pur-
chased paper and loans on securities to brokers and dealers in
New York City.

Loans made during the year failed to equal repayments and
amounts charged off, with the result that loans to customers on
the books of the banks declined from 962 to 905 millions. These
figures exclude loans to other banks. A decrease of 28 millions in
those made on stock and bond collateral, in the face of a sharp rise
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in stock prices and advances in the bond market, suggests that
trading in securities was conducted largely within the resources of

" - V\W
Licensed member banks ‘ : w .
Philadelphia Federal Reserve District | 1934 1935

(000,000’s omitted) | Dec. 31 ‘ Dec. 31

ASSETS
Loans on securities:
To brokers and dealers in New York City................... [ $ 22 $ 9
To brokers and dealers elsewhere........................... \ 18 18
‘Foiothersi(except DANKEY. rrowssimrrois « e stais et suisrosinls sk 306 | 278
Total loans on securities to others than banks. . ............... | % 346 | $ 305
Acceptances and commercial paper bought.................... ; 22 | 27
Loansonreal estate............ ... ... .. ... . ... . ... ‘ 212 212
Loans to banks. ........ ... . ‘ 6 | 4
Other loans. . ... ... ... ... .. ‘ 426 | 397
Total lOADE 1 oh: oot s 5 etais - okas 5551 Seiets She s A imed Sray 8 ke - $1,012 $ 945
United States Government securities. . .. ..................... ‘ 505 482
Securities fully guaranteed by U. S. Government............... | 62 148
Other SeCUTItIes. . .. ... ...t ‘ 606 671
Total loans and investments........................ ‘ $2,185 $2,246
Banking house, furniture and fixtures. . . . .................... 88 88
Other real eBtate OWNEA. ... .« s olois s 5ol 5 wiais s Saie = SEe 5 S & 917 ‘ 55 69
Reserve with Federal Reserve Bank. .. ....................... 211 275
Cashin vault. ... ... .. .. . . 42 47
Balances with other banks. ... ... ... ... ... .. ... ... ....... 255 285
Checks:and othericash AtemE. .. ;o viun s sesanis s s o i« 0w us 96 104
OEher ASSBES e« v s o5 e & Sus + e o At & als = TR 5 b S s 34 30
Total assels. . ........ .. ... .. $2,966 $3.144
LIABILITIES
Deposits: i
Demand (other than interbank)i. . « « < ce o cums o s ses s wis s | $ 991 $1,229
Time (otherithan interbamlke)l, - .. o oo 5o o Soiir i Sl s S | 999 1,005
T EOT S EAUBEEI. oo oriele monets 5 5 ssmses s korine o oedalhs & s S Seshehs nthe, & Shaste | 93 61
Interbank (demand and time). . ............. ... ... ....... 276 312
Certified and officers’ checks, cash letters of eredit and travelers’
GheCks, BEC.: wiz v & s s « wiersve wimion  piois speiers ¥ Giets b Wi & e s o 23 22
Hotal depositse.i: i« sims s vvmie s o =t & eims s e & s S $2,382 $2,629
National bank notes outstanding. . ... ....................... 73 0
Bills payable and rediscounts................ ... ... ... 2 1
Other liabilities. . ... ... ... e 30 31
Capital account:
Ereforred sPoek. i « e srsiiers srisls s o s alegs @t - 4lns = 61t 5 s 31 37
COMMONSEOCK -~ o st bt = Shefens 5 s = iets & Rt s ores = moke s 164 161
SIS DT e ol A0 6.5 I B 5105 0 B0 8 B Gt el e i el ol 215 212
Undivided profits—net. . . ........ ... ... ... ... ... 41 48
Reserves for contingencies. . . ........... .. .. ... 28 24
Retirement fund for preferred stock....................... — 1
Total liabilities. . .. ... ... .. ... ... ... ............. $2,966 $3,144
Number of member banks. . . ....... ... ... . ... ... .. .. ... ... 656 656
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ALL MEMBER BANKS

PHILADELPHIA FEDERAL RESERVE DISTRICT

(Call date figures; licensed banks only beginning June 30, 1933)
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the purchasers and that the rising level of prices encouraged some
liquidation of borrowings previously incurred.

Loans on real estate changed little in the year. Inasmuch as
some have been converted into “Other real estate owned” by process
of foreclosure and in other instances there doubtless has been an
exchange of mortgages for bonds of the Home Owners’ Loan Cor-
poration, it is apparent that some new real estate loans were taken
on during the year.

Bank loans for the purpose of financing commerce and indus-
try probably are to be found for the most part under the heading
“Other loans.” A decline in these from 426 to 397 millions sug-
gests the lack of an active demand for accommodation from busi-
ness customers. Improved collections and the more rapid turn-
over of goods doubtless have helped to bring about some of this
decline, but it also seems quite likely that large disbursements of
the Treasury may have so improved the cash position of business
houses in numerous instances as to enable them to reduce some-
what their borrowings.

Records of the earnings and expenses of member banks in this
district not yet have been tabulated for the last half of 1935. Fig-
ures for the first half showed a net profit of nearly 3 millions after
charge-offs and depreciation, the first profit for any half year
since 1931 shown in the combined figures for all members.

Currency demand

Over most of the year seasonal changes in currency demand
were quite similar to those in 1934, but the general trend was
distinctly upward in contrast with the maintenance of a rather
even level in 1934. This was due in part to the fact that industrial
payrolls and trade were in greater volume this year.

Currency demand does not indicate exactly changes in the
amount of money in circulation within the district because of the
indeterminate amounts of cash that constantly are passing to and
fro over its borders. If totals of all kinds of money in circulation
within the district could be ascertained, there is little doubt that
they would exceed like figures for 1929, as do the national figures,
reflecting partly the fact that some of the money hoarded in the
years of banking difficulties has not yet been returned to the banks.

The year was marked by the passing of the national bank note
as an integral part of our currency. Early in 1935 the Treasury
gave notice that 2% Consols of 1930 and 2% Panama Canal loan
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bonds, having the circulation privilege, would be retired in the
summer, and by legal limitation the circulation privilege attaching
to any bond of the United States bearing interest up to 334% ex-
pired on July 22. Beginning in August the reserve banks, upon
request of the Treasury, returned to Washington for retirement
any such notes received by them, whether or not in condition for
further circulation.

No new issues of Federal reserve bank notes were made by
this bank during 1935. In March the bank returned over 10 mil-
lions of its bank notes to the Federal Reserve Agent. This opera-
tion, together with deposits previously made with the Treasury to
provide for retirement, completely eliminated the bank’s liability
for such notes issued to it; any still in the hands of the public are
obligations of the Treasury.

The replacement of national bank notes and of Federal reserve
bank notes accounted for a part of the expansion from 240 to 271
millions during 1935 in Federal reserve notes of this bank in cir-
culation. Replacement also was effected in part by the use of
silver certificates, of which 102 millions was received from the
Treasury by this bank in 1935 and 71 millions in 1934.

Federal reserve note issues and collateral December 31

Federal Reserve Bank of Philadelphia

(000's omitted) 1933 1934 1935
Notes received from comptroller.................. $394,621 | $394,661 | $397,196
Note