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FEDERAL RESERVE BANK
OF PHILADELPHIA

May 15, 1941.

To the Stockholders of the
Federal Reserve Bank of Philadelphia:

Presented herewith is the twenty-sixth annual
report of the Federal Reserve Bank of Phila-
delphia, containing a summary of the opera-
tions of this Bank and a review of business,
banking and credit conditions in the Third

Federal Reserve District during 1940.

Joun S. SincLair

President




Business Conditions

Business activity in the Philadelphia Federal Reserve District in-
creased sharply in 1940 and in many lines reached the highest levels in
a decade or more, Virtually all types of industry and trade advanced
steadily after late spring, and by the end of the year several capital
goods industrics were the most active in about two decades. After a
lemporary reduction in operations to take inventory and make repairs

in January, the gains were extended into 1941, with further substantial
“¥pansion in prospect.

Orders for steel, textiles, and other defense materials continued to
exceed output and shipments in the first quarter of 1941, despite un-
usually active production. With backlogs in key industries accumu-
lating, manufacturing facilities expanding, and government and private
expenditures increasing, the volume of business in 1941 is expected to

be the largest since the peaks reached during the last World War.

Manufacturin

I g activity increased considerably from 1939 to 1940,
when t}

' 1¢ output of capital goods was the largest in eleven years. Min-
"8 Operations were sustained near the levels of the previous year, and
Production and sales of electric power advanced to a new high record.
_CUnStruction activity also increased substantially and was the greatest

1 ten years, owing chiefly to widespread renovations and additions to
industrial anq commercial structures.

General cmployment and payrolls advanced almost to the peaks
of 1937, A , result of

higher consumer incomes, the volume of dis-
ticularly in the case of such durable goods as
rigerators, and furniture.

tribution, incrcased, par
Automobi]es, radios, ref
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INDUSTRY AND TRADE
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Less accumulation of inventories was in evidence in 1940 than in
the previous active year of 1937. Industry generally appears to have
allocated deliveries on the basis of actual or average requirements to
minimize speculative buying. In some cases, stocks were bought well
ahead as a protection against possible future shortages, but for the most
part the accumulation of inventories reflected requirements for higher

operating schedules and more active sales. The largest increases were
in supplies of raw materials.

Commodity prices generally declined in the late fall of 1939 and in
carly 1940 from the unusually high levels reached in a surge of specu-
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lative buying after the outbreak of war abroad. By late summer, quo-
tations began to advance sharply and toward the end of the year
dpproached and in some cases exceeded the peaks in 1939. Potential
shortages of key labor, materials, plants, and shipping facilities contrib-
uted to strength in commodity markets early in 1941 as the industrial

system sought to make full use of all available facilities in the shift
from peacetime to defense production.

Industrial 1 qytriq] activity improved steadily in 1940, after some
production

decline in the first quarter of the year from the high levels
reached in the latter part of 1939. By December 1940 in-
. luction in general approximated the recovery peaks at-
tained in the spring of 1937 and was 8 per cent above the level pre-
vailing at the end of 1939. Operations advanced further in the first

quarter of 1941, and continued expansion is in prospect for the balance
of the year,

dustrial proc

Manufacturing activity increased more than 20 per cent between

—
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MANUFACTURING ACTIVITY
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the low point in March 1940 and December, when, on a seasonally ad-
justed basis, operations were at the highest point in more than a decade.
The largest gains were in the output of heavy goods, which averaged
28 per cent above 1939. Particularly sharp increases were reported by
the transportation equipment industry, especially at shipyards and
plants manufacturing locomotives, cars, and allied products. There
was a large expansion in the output of metal products, the greatest
being in the case of pig iron and electrical apparatus. Other industries
engaged directly in defense production, such as aircraft and explosives,
also increased operations greatly over the levels of 1939. Orders for
armaments and capital goods in early 1941 were still being received

ACTIVITY IN THE STEEL INDUSTRY
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from our government and from England faster than the goods could
be produced and shipped.

The output of consumers’ goods in general showed little change
throughout the year and averaged about 5 per cent below 1939. The
principal declines were in the output of shoes and certain textile prod-
ucts, especially carpets and rugs, hosiery, and silk goods. Production
in most other lines was well sustained at levels slightly above those
prevailing a year carlier. New orders accumulated rapidly in late 1940
and early 1941, providing backlogs against which operations could
be maintained at high levels throughout the greater part of the first

TEXTILE ACTIVITY
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half of the current year. This was especially true in the case of textiles,
or which large government orders

were received and are in prospect.

Prodh:cl?ing activity ir.1 this District in 1940 was fairly well sustained.
7 on of anthracite exceeded 50,009,000 tons, or ab.out 3 per cent

f 110 1939 when demand was stimulated by a six-weeks’ shut-
.down Of. b‘itUminous coal mines. The market for anthracite has been
::j?pﬂ:cll:;mg trend, however, for some years, and, except for 1938, Fhe
% sust:l ‘il ?";ﬂf was the smallest since }933. In early 1941 producflon
e ied around the levels prevailing at the end of the previous
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The output of bituminous coal in this District in 1940 amounted to
113,000,000 tons, was 22 per cent above the low level of 1939, and was
the largest since 1930. Production continued high ir} the carhly mor{ths
of 1941, reflecting in part some accumulation of inventories against
the possibility of curtailed operations at the exp}ranon of the' wage
contract on April 1. Exports of coal from the United States, chiefly to

Canada, increased sharply in the year, aggregating 17,000,000 tons as
against less than 13,000,000 in 1939.

Annual averages of monthly Monthly
Productive activity indexes ‘
Philadelphia Federal
Reserve District
(1923-25 average = 100)

‘ ‘

Dec. | Dee,
1929 19321‘ 19371938 | 1939 | 1940 | 1903“9 19‘;“0
|
........ 110 || 63| 91| 70| 82| 88| 93 | 101
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445
Electric power output
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Building contracts awarded
iCotal iy =T e 132 34 57 54 65 73 53* 66*
BT anbia | 104 17 38 35 57 57 S52* 64%
Nonresidential. . .......... 160 41 71 66 50 72 45* 76*
Public works and utilities. . .| 146 66 84 | 87| 124 | 120 ‘ 85 ‘ 73+
| 1
o I e R (e -

_—
* Three-month moving average.

The production of crude oil in the Bradford Field amounted to
about 14,250,000 barrels in 1940, or 3 per cent less than in the previous
year. This volume was the smallest since 1935 and reflecte
extent the loss of export markets. Shipments of oil from

were reduced to about 29,500,000 barrels as compared
46,000,000 barrels in the previous year.

d to a large
this country
with nearly

Output of electric power by cight reportin

g systems, representing
over 90 per cent of the total production in this

District, reached a record
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high of 8,850,000,000 kwh., or 8 per cent more than in 1939. Production
continued active in carly 1941. Total sales of electric power in 1940
increased 9 per cent over the previous year, and sales to industry in-
creased 10 per cent to approximately 4,275,000,000 kwh.
Lon- § The volume of construction in this District during 1940
fcon cxpanded substantially from 1939 to the highest levels. in
the past ten years. The value of total awards of bu1ld1.ng
contracts reached $221,500,000, or 12 per cent more than a year carlier.

CONSTRUCTION CONTRACTS
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The volume of residential building expanded slightly from the ten-
Year peak reached in 1939, but the principal gain was in factory and
fommercia] building. Further increases are in prospect during 1941,
4 additional plant cxpansions and the erection of new plants are under
Way, requirements for defense housing in industrial areas have in-
freased, and generally higher consumer incomes and more active busi-
fiess are expected to sustain residential and commercial building.

7
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Awards for factories and commercial structures aggregated 355'3,-
700,000 in 1940, or about double the value of the year before. New air-
craft factories and powder plants are being erected, and shipyards, steel
mills, and plants manufacturing machinery and other metal prod}xc'
are being expanded and rehabilitated. Many new commercial bl..lildlnb
are being erected in Philadelphia and several other large cities, and
existing structures are being extensively reconditioned.

The value of contracts awarded for the erection of family l?ouses
aggregated slightly less than $61,000,000 in 1940 as against sllg!ltly
more than $61,000,000 in 1939. Large residential building operations |

were undertaken in suburban areas, particularly in the $4,000 to $7,000
price range.

There was an increase in formal commitments by the Federal

Housing Administration for insurance on residential mortgages. Over

4900 commitments for mortgages on new construction, aggregating

nearly $22,000,000, were made in thirty-eight counties of eastern Penp-
sylvania and in Delaware. This compared with about 3,900 commit-
ments, valued at about $18,000,000 in 1939, Commitments for mort-
8a8cs on existing construction showed some decline.

Employ- Employment and wage disbursements in nonagricultural
ment and industries in this District increased substantially in 1940
mcome

and early 1941. The number of workers in twelve prip-
cipal branches of trade and industry in Pennsylvania wa

ger than in the previous year and by December approache,
the peak levels reached in 1937, Wage disbursements in these lines e
panded by 13 per cent from 1939 and i
more than a decade. The principal
mining, manufacturing,

6 per cent lar

n December were the largest j

gains were in bituminous cog)
and quarrying,

The number of wage earners in Pen
averaged over 930,000, or 7

This compared with 985,000
more than a million worke

nsylvania factories in 1940
per cent more than in the previous year.

in 1937. At the year’s high in Decembey,
rs were employed. Wage payments jp-

8
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EMPLOYMENT IN PENNSYLVANIA
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creased 16 per cent over 1939 to an average of $23,500,000 a week, or
about the same as in 1937, By December, factory wage earners were

receiving about $27,500,000 a week, and this volume was expanded to
over $30,000,000 in April 1941,

Wage payments in the durable
cent to the hi

lighter goods

goods industries increased 28 per
ghest level on record, while in industries producing
disbursements were 1 per cent smaller than in 1939,

Indexes of general em- .
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Large gains occurred in the year at plants producing primary and
finished iron and steel products. Activity in the nonferrous metal in-
dustries was sharply stimulated by the demand for armament ma-
terials. In the transportation equipment industry, large increases
occurred at factories producing locomotives and cars, aircraft, and auto-
mobile bodies and parts. The expansion at shipyards, which has been
in evidence since early 1936, continued. Wage payments at plants
manufacturing explosives and heavy chemicals increased sharply.

In the nondurable goods industries, substantial gains were reported
in the case of certain textiles, clothing, and foods. The largest decreases

were at textile dyeing and finishing plants, and at mills producing
hosiery and silk goods.

Hourly and weekly earnings of factory workers advanced substan-
tially in 1940, owing largely to an increase in overtime work in the
capital goods industries, where the supply of labor is relatively limited,
and to increases in basic wage rates. Average hourly earnings in the
year rose 4 per cent from the previous record in 1939 to 72 cents, reach-
ing a peak of nearly 78 cents in April 1941. The highest earnings,
averaging over 80 cents an hour, were in the printing, iron and steel,
and transportation equipment industries. Working time in Pennsyl.-
vania factories increased to an average of 37.6 hours a week in 194(
and reached a peak of slightly more than 40 hours in December. This
level was somewhat below that prevailing in 1937 and more than 11
hours a week less than in 1929, The longest hours and the largest iy,
creases from 1939 occurred in the capital goods industries.

Reflecting the increase in wage rates and working time, weekly
carnings of factory workers in 1940 advanced to an average of mgre

than $27.00, the highest for any year since the last war and 8 per cent

more than in 1939. At the peak in December, carnings averaged gyer
$29.50 a week.

The cost of living for wage earners and lower-salaried Workers
showed little change during 1940. By March 1941 the index of the

10
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INCOME
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cost of living in thirty-four cities of the United States, published by
the United States Bureau of Labor Statistics, was less than 2 per cent
higher than in December 1939. These costs also advanced 1 per cent in

Philadelphia and 2 per cent in Scranton but were still about 20 per cent
below 1929.

Increased employment and income resulted in sharp reductions
in relief payments in 1940. Expenditures by the Federal Government,
under the Federal Emergency Relief Appropriation Acts, in Pennsyl-
vania, New Jersey, and Delaware declined from $313,000,000 in 1939

‘ Average number \\ Amount spent
s - of persons : Mione
Public assistance (in tlllousunds) (in millions)
in Pennsylvania | ; H__

by type

\ 1938 | 1939 1 1940 \\ 1938 , 1939 ‘ 1940
|

Direct/relief] o o Ll 642 744 ) 503 $ 760 | $91.6 | $ 600
Federal work relief......... 897 694 532 169.5 132.7 100.4
Old-age assistance, ........ 91 83 97 23.5 20.3 253
Pensions for the blind. .. ... 11 12 13 4.2 4.4 4.7
Aid to dependent children. . 61 93 129 7.2 10.9 16.7

AT AR ‘ 1,672* | 1,564% | 1,214* || $280.4 | $259.0 . $208.0

* Adjusted to eliminate duplication. ; X 3
Source: Pennsylvania Department of Public Assistance.

to $189,000,000 in 1940, the principal reduction being in work reljef.
Total public assistance in Pennsylvania was sharply reduced, the num-

ber on the rolls declining 350,000 to 1,214,000, and payments being
reduced by $52,000,000 to $208,000,000.

Agricul- Agricultural production in this district in 1940 was gener-
tural con- 411y above 1939. Moisture conditions were favorable over
ditions

most of the year and crop damage from storms and frost

was light. Production of tobacco was the greatest since
1931, and total yields of other leading field crops were well sustained.
Marketings of orchard fruits continued near the high levels of 5 year
carlier. The supply of farm labor declined and wage rates advanced
in the second half of the year, as workers were absorbed by expanding

12
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industry, Farm prices were generally firm at levels somewhat above
the average in 1939,

Farm cash income in Pennsylvania, New Jersey, and Delaware
cased from $386,000,000 in 1939 to $404,000,000 in 1940. This rep-
resented a gain of $10,000,000 to $137,000,000 in receipts from the
sale of crops and an increase of $8,000,000 to $259,000,000 in proceeds
from the sale of livestock products. Government payments to farmers

reached a new high level of about $8,400,000 compared with $8,200,000
in 1939 and only $4,000,000 in 1938,

incr

The average income for each farm

Farm cash income— Government
Penna., New Jersey, Delaware Grops Lwc‘st()ck rental and Total

(In millions of dollars) products benefit
payments

()

:;2? ............................. ‘ $137.8 | $248.6 $3.0 $380.4

R | 1410 269.2 3.2 4134

o N S I 256.2 4.0 377.9

S S, 126.9 251.0 8.2 386.1
............................. 136.8 258.8 8.4 104.0

Source: United States Department of Agriculture.

in th§ State of New Jersey was $4,100, which next to California was
‘h‘;blg;cst in the United States, In Delaware, receipts averaged $2,165,
4and 1n

ennsylvania $1,650. The outlook for 1941 is generally regarded
rable because of higher earnings of in

8reater domestic demand for high quality fo

a ¥
§ favo dustrial workers and the

od products.

3;:""“' Distributive activity in general during 1940 reached the
highest levels in several years. Stocks of goods in retail

and wholesale channels increased somewhat but were
ek YOOdrclation to thfz volumf: of businc.ss. Sales .of durable con-
i bf::tte S were especially active, and high quahty mcrch::mdlse
r demand than has been the case for some time. Christmas

trade in this distri i
auc m.tlus district was the best since 1929, and the outlook for sales
n 1941 i favorable.

not largc in
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Sales by department stores in this district increased 7 per cent over
the year before and were the largest since 1931. Sales of men’s apparel
expanded 5 per cent to the greatest volume since 1930. The volume of
business at credit stores handling durable consumers’ goods advanced
only 4 per cent over 1939, when trading in these lines was unusually ac-
tive, but exceeded any year since 1928. At shoe stores and women’s spe-
cialty shops, trade in 1940 was about the same as a year before. Inven-
tories in December showed increases over December 1939, ranging
from 2 per cent at shoe stores to 8 per cent at department stores.

> > Monthly
indexes
Philadelphia Federal

l

Annual averages of monthly l‘

Distribution [
Reserve District

|
(1923-25 average = 100) C {| Dec. | Dee.
1929 | 1933 | 1937 | 1938 | 1939 | 1940 [ 1939 | 1940
I T
Retail trade ‘1
e e ) P 100 59 83 75 81 84 || 88* 92+
Stocks

...................... 94 59 83 78 77 78 || 76* 70%
New passenger automobiles. .| 131 | 62 | 136 | 73 | 101 | 134 | 122 | 171
Commercial hotels (1934 = 100) |
OceHpancy e F NG i S 86 | 123 | 117 | 114 | 119 || 103 105
Income—total.,............. 82 | 129 | 122 | 119 | 130 || 134 134
Freight-car loadings H
Allegheny District—total., . . .. 106 55 74 54 66 | 74 ‘ 84* o0 *
glerlchzmdise & miscellaneous| 112 \\ 84.* 90 *
oa

i1 Imy e i e aduad S ARy 92 58 71 55 64 73 il 76*
Philadelphia industrial area...| 107 62 70 61 62 | 66 2% 79%
Port of Philadelphia |
Exports (1935-37 = 100)ER=te 8170 66 | 127 | 121 | 127 | 157 || 177 121
Imports (1935-37 = 100). . . .. 156 | 58| 122 | 69 | 84 “ 85 l 80
* Adjusted for seasonal variation,

Wholesale trade sales expanded by 7 per cent in 1940. Buyers for re.
tail stores continued cautious, and a large volume of fill-in orders came
into the wholesale markets throughout 1940. Toward the end of the
year advance buying of seasonal merchandise ex
The demand for luxury and semiluxury goods at wholesale was espe-
cially strong, Sales of jewelry increased 20 per cent in the year, electrical
supplies 18 per cent, and hardware 16 per cent. Such staples ag dry
goods and groceries were sold in about the same volume as in 1939,
Inventories at wholesale establishments at the end of the vear were
only 4 per cent larger than in December 1939.

panded substantially.

14
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DISTRIBUTION
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Reg

istrations of new passenger automobiles in 1940 aggregated
nearly 215,000, or 33 per cent more than in 1939 and nearly as many
as the 218,000 registered in 1937. With this one exception, sales in 1940
WSteithe largest on record, Markets for used cars were also active,
Although sales continued at unusually high levels, dealers’ stocks were
ncreased in carly 1941, in anticipation of a possible shortage later in

‘Ilc_)fcar when defense activity might absorb materials, labor, and plant
facilities in the industry.

Ereight-car loadings in the Allegheny District in 1940 totaled over
7,700,000 car

g s, the largest volume since 1930 and 13 per cent more than
01939, Gains in the year, amounting to more than 40 per cent, occurred
. !Oadings of coke and ore, owing to the active demand for these ma-
terials by the stee] industry. Shipments of less-than-carlot freight were
the same a5 i 1939, but the movement of miscellaneous goods increased
IG_PCT cent and coal 14 per cent in the year. The only decrease was in
;:)'l;":ltnts f’f grain products. The movement of freight originat.ing i.n

Hadelphia showed sharp gains in the fall and continued high in

15
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carly 1941. Further substantial increases in car loadings are in prospect
this year.

Foreign commerce through the Port of Philadelphia increased
sharply from 1939 to 1940. Imports expanded 23 per cent to nearly
5,900,000 tons and exports increased 38 per cent to 2,280,000 tons. Dol-

lar exports increased 24 per cent to $115,000,000, the principal gains |

being in shipments of war materials to Europe and finished manufac-
tures to Latin America. In 1939 foreign commerce represented about
17 per cent of the total foreign and coastwise trade through the Port.
The principal exports are customarily gasoline and lubricating oil, rep-
resenting from one-third to one-half of the total value, and steel scrap.
In the case of the Camden Port, domestic shipments increased while

foreign declined slightly. The aggregate showed a gain of 10 per cent
over 1939 to reach a total of more than 275,000 tons.

Com- Prices generally in late 1939 and early 1940 receded some.
modity

! what from the peaks reached in September and October

places after war was declared. But for the year 1940 as a whole

quotations averaged above the level of 1939 and in De-

cember were generally higher than a year earlier. In early 1941, coppy.
modity prices continued to show a marked upward trend.

The principal influences upon price movements have been the
large volume of available funds; the potential shortages of certain basi¢
materials, skilled labor, and shipping space; rising costs of production;
and active private and government demand. The advance in quoty’
tions has been restrained, however, by formal and voluntar Y Prioritigs
and allocations and by a firm attitude on the part of both governmept
and business against speculation and profiteering.

In the first part of 1940, quotations on industrial sta
declining tendency, but by autumn sharp increases wer.
The average price of a selected group of basic industria
in December was 2 per cent higher than in Decembe

ples showed #
c ln CVidence.
| commodjtjes
r 1939 ang 2
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per cent above the prewar level in August 1939. The largest increases
last fall were in steel scrap, copper, lead, hides, and wool.

e

Annual averages of monthly

indexes
Commodity prices
(1926 average = 100)

Monthly

.. | Dec.
1929 | 1932 || 1937 1938 | 1939 | 1940 || Dec; | Dec,
B

All commodities*, . . 95 65 8 | 79 | 77 | 79 79 80
Raw materials, . . ... . 98I 5 R 5 8l Bt ol S 0 B 87D 73 74
Semifinished

1 articles s MrleEat 94 59 85 75 77 82 71 79
inished goods, ... ... " 95 | 70 || 87 | 82 | 80 | 82 82 83
Farm products. ..., ... . .. 105 || 48 |l 86 | 69 | 65 [ 68 || 70 68
S L 100 61 86 74 70 72 73 71
Other commodities, .. " 92 70 85 | 82! |~ 81 |83 84 84
Staple commodities**, . . .|| 39 || 84 | 62 | 65 | 69 || 72 | 74
Agricultural, 1100 5y 5 T4 52052 Sl esdl 56 55
Industrial

................... % ooy 88 65 76 83 88 90
.',U‘nitcd States
modities,

Bureau of Labor Statistics index of wholesale prices of 813 com-
**Total—M

oody’s index of prices of 15 staple commodities.

WHOLESALE PRICES
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r— 1926AVG =100
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Nae=e "My
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Prices of agricultural staples also declined until the late summer
of 1940, but subsequently advanced. In December, the average quota-
tion on a selected group of these commodities was 3 per cent below
a year ago and 13 per cent above the prewar level in August 1939, The

principal strength during the advance was in cocoa, coffee, cotton,
and wheat.

The general level of wholesale prices declined until September of
1940 and then advanced considerably. The greatest strength was in
quotations on farm products. In December the index of 813 commodity

prices, compiled by the United States Bureau of Labor Statistics, was

1 per cent higher than in December 1939 and 7 per cent above August
1939.

Banking and National Defense

The National Defense Program, undertaken on an unprecedented
scale in the spring of 1940, has become the greatest productive effort
in the history of the country. A total of about $40,000,000,000 in goy-
ernment expenditures for defense purposes was authorized
posed between last June and March of 19
the purchase of airplanes, tanks, guns,

and pro-
41. This sum, to be used for
ships, and other defense require-

ments, is equivalent to more than one-half the total national income

in 1940,

y Third Per cent

(Dollar figures in millions) United Federal _‘hird
States Reserve istrict
District | of U, §.

— — .

Total majorawards..................... . $12,576 $1,374 10.90;,
Airplanes, engines, parts and equipment. . . . . , . . 2,275 29 1.3
Ship construction and equipmentis s S 5,065 878 17':3
Ordnance and ammunition. ........... ... " 2,028 180 80
Construction other than ship construction. . . . . . 1,727 74 4.3
All other equipment, supplies, and material. . , , . 1,481 212 14'3

Source: Bureau of Research and Statistics, National Defense Advisory

18




Twenty-sixth Annuyal Report, Federal Reserve Bank of Philadelphia

Major defense contracts awarded by the War and Navy Depart-
ments from June 1, 1940 to January 31, 1941 approximated $12,600,-
000,000, of which nearly $1,400,000,000 was awarded in the Third
Federal Reserve District. Distribution of these contracts among the
various phases of the program is indicated in the preceding table.

The problem of accomplishing the objective of national defense
is two-fold. First, it is necessary to convert our industrial structure from
4 peacetime to a defense basis, directing our resources of man power,
materials, and money principally toward the production of armaments
rather than nondefense products. Second, an effective means must be

Provided to finance the mobilization and conversion of our resources
n such a way

as to complete the program as quickly as possible, to
spre

ad the burden of cost equitably, and to anticipate problems of post-
emergency readjustment.

Particularly important from both the industrial and the financial

standpoint is the channeling of resources into the defense effort. Actual
government expenditures for defense have advanced steadily from
3]53,0()(),()()0 last June to about $760,000,000 in April 1941, and further
substantial increases are in prospect as additional facilities come into
Operation and engineering problems are solved. The result thus far has

been not only a rapid expansion in general industrial activity and in

II
{
‘\
i
|

NATIONAL DEFENSE EXPENDITURES

MiLLioNs ¢
800
MONTHLY AVERAGES MONTHLY TOTALS
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incomes of wage earners but also an unprecedented demand for key
materials, skilled labor, plants, and equipment.

New sources of raw materials have been found, and reserves have
been accumulated. Jobs have been revised to permit the use of lower
skills, and widespread training programs have been undertaken. Plants
customarily used for peacetime purposes have been adapted to defense
production, old factories have been renovated, and new plants have
been erected. In cases where industrial capacity has been inadequate
to supply the immediate requirements of the defense program and the
market for consumers’ or other nondefense goods, systems of priorities
have been established either voluntarily, by allocation of orders within

industry, or officially, through the Priorities Division of the Office of
Production Management.

These methods of making the fullest possible use of our resources
are to be supplemented by appropriate financial policies. In addition
to avoiding possible shortages and disturbances in individual lines of

activity, comprehensive policies affecting all phases of the problem are
necessary in a period of national emergency.

Financing  The broad objective of financial policy under the national
defense defense program is to provide adequate funds as quickly
as possible and in a way that is least disturbing to the
general economic welfare. Existing supplies of funds are
to be drawn upon to the greatest practicable extent through taxation

and the sale of savings securities, and additional requirements will be
met through a further expansion of bank credit.

The policy of drawing heavily upon existing supplies of funds
arises primarily from two aims: first, to permit ever

yone to contribute
directly and in a tangible way to the national

effort and, second, tg
minimize inflationary developments during the defense period and the

probable subsequent deflation. Bank reserves at the end of 19

40 were
nearly twice as large as the amount required to sustain the v

olume of
20
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credit then outstanding, and surplus funds were so great as to be b'e-
yond the scope of existing monetary and credit powers. The danger in
financing national defense through bank credit alone lay in these
unwicldy excess reserves and in the possibility that the volume and
use of credit in this country might expand far beyond the needs of
trade and industry and result in a rising spiral of prices. Under such
conditions, attempts at price stabilization without influence over the
supply of funds might prove inadequate. But by financing a large pro-
portion of defense expenditures through existing funds rather than
through an expansion of bank credit, the possibility of a costly and
disruptive advance in prices should be lessened. This policy also has
the effect of conserving consumer demand during the emergency, so
that productive facilities may be used principally for defense and so
that markets in the post-defense period may be better sustained.

It is desirable to finance as much of the defense expenditures as
possible out of current income, rather than through borrowing. While
fevenues may rise as a result of expanding national income, considera-
tion is being given to the possibility of a comprehensive revision ?f
existing tax rates, An appropriate tax program, based upon wide dis-
tribution of the burden of cost and apportioned according to income
and ability to pay, has the effect of providing additional revenue and
of festricting buying power available for the purchase of nondefer}sc
8oods. Increased revenues during the period of emergency when in-

arge also minimize the tax load necessary in the post-defense
€n incomes may decline.

Comes are |
Period wh

A part of the fiscal program recently announced by the Secretary

“.f the Treasur ¥ is the so-called Savings Bond Program to become effec-
Ve May 1, 1941, This program calls for the issue of appreciation bonds
With ten-year Maturities and an average return for this period of 2.9
PErcent, appreciation bonds with twelve-year maturities and an aver-
“gc’ feturn of 2,53 per cent, and income bonds with twelve-year ma-
Writies and 4 return of 2.5 per cent payable semiannually. Holdings
of the tn-year appreciation bonds are limited to individuals in their
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of Governors and with the Office of Small Business Activities in Wash-
ington. In this Bank, W. J. Davis, Vice President, was appointed. His
function is to advise bankers, prime contractors, and subcontractors
on financial problems and to assist in spreading the burden of defense
production among all available facilities. In cases where credit is war-

. ranted but cannot be furnished by local banking institutions, funds for
working capital may be made available by the Federal Reserve Bank
under the provisions of section 13b of the Federal Reserve Act.

Subcon-

Another immediate problem under the defense program,
tracting

in addition to financing production, is the use of all avail-
able plant and labor facilities through the extension of
subcontracting. Trade associations, state agencies, government organ-

izations, and local groups have actively sought to effectuate such an
extension of production.

One of the striking developments in this field has been the “York
Defense Plan,” established by manufacturers and businessmen in York,
Pennsylvania. Under this plan, comprehensive surveys of all facilities
available for defense production have been made and the equipment has
been “pooled” to assure its fullest possible use. Machine tools in the
metal-working industries and at plants in other lines are being made
available for subcontracting, and complete records are being kept of id]e
machine and man-hours in all types of plants, so that prime contractors
may sublet parts of their work in this area. Prices on subcontracted

work are established only after trial runs, so that the subcontractors
are assured a reasonable profit. At the same time, overhead and profits
are reduced, and prime contractors are given the privilege of reviewing
all costs and estimates.

Labor facilities have been expanded throu
in vocational schools. The existing supply is being organized through
a complete survey of all skilled machine operators. The object of this
survey is to make available for defense production any skilled work-
man, whatever his present occupation. If additional workers are re.

gh training at plants and
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quired, arran

f

gements are made with their present emplpycr $ to pr °V1d§
or their return to their jobs at the completion of their dcfe‘nse wor. ;
without loss of seniority or other privileges. This has been an lmport]f:nn
problem throughout the country, as many skilled workers ha\fc t; (;k
unskilled jobs and are no longer listed as unemployed. The entire Yo
Pl

: hich other
an has received widespread attention as a model upon w
communities might be organized,

. ion of
The In order to facilitate subcontracting by the cxtcnls. oS
Defense such local plans as that in York and by the Coor(;:ma]]
Contract of the productive capacities of all plants, large anc 4
Service

(G (: 1 1 ‘n the
a DCf cnse ontract SCerCe has bCCIl CStabll'Sth 1
( ’ﬂ"]c( Of I)ro [1“ t P 1 t \ n re Ona] OH&C(’S
S C ion allabetllell , 4a ] gl

i) : and branches.
have been organized in cach of the Federal Reserve Banks ar

; - been established in
Four principal divisions of the service have bur? ;Sta e
’ . : : ides informa
Washington: the business section, which provides
where,

when, and how to bid on Army and Navy Sphlie % ﬁn;";:

tion, which provides information on all financial M SIS f:(]
prime contracts and subcontracts; the Subc_ontracufng‘l'it"\te

engineering section, which provides general i“form“tlo'? 2 ja b i

subcontracting and offers specific consultation and tec'hmc.al a v1c<:i0n

Particular cases; and the contract section, which provides informa

on the terms and provisions of government contracts.

cial sec
ing to

In the Third Federal Reserve District, Thomas S. Gates, P.r.csmfcri]l:
of the University of Pennsylvania, who has had br.oat‘l CXPC“‘?CL Ak
industry an investment banking, was appointed District Coorc ml or
carly in 1941, Under Mr. Gates, Orville H, Bullitt, an ir.“'csrmcm ba[]l-LS,
Was appointed as Deputy Coordinator, and Frederick V:’ H"‘? -mi";
tant Vice President in charge of operations of the lcnnsylv.m ¢
Railroad, Was appointed as District Manager. thn.complc‘lﬁly’ Otr
Banized with a staff of qualified experts and engincering consu g bt
this regional Defense Contract Service will make a Coml.)rchcnSlVL
Study of available plant facilities in this district and coordinate pro-

Assig
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ductive efforts. Contractors are being advised as to the procedure in-
volved in bidding on government contracts and in participating in or
sharing work on government orders which are already under way. In
particular cases, technical advice is offered as to how contracts may be
subdivided and as to what facilities can be adapted to this production.

The significance of such organizations designed to extend subcon-
tracting arises from the necessity for accomplishing the objectives of the
National Defense Program as quickly and effectively as possible. To
do this it is necessary that all available plants, equipment, and skilled
labor be employed, as the erection of new facilities and the training of
additional workers requires months of valuable time. Although new
plants are required in many key industries, it is further important in
this national effort that existing industrial capacity be used to the
fullest extent possible, not only to accomplis
but also to avoid distortions which may accentu
ment when the defense period is ended.

h the program quickly
ate problems of readjust-

Banking and Credit Conditions

Bank Reserves

Reserve funds of the banking system in 1940 expanded to the larg-

est volume on record, in spite of a sustained advance in the amount of
money in circulation. The demand for ¢

stimulated in the second half of the ¥
trade activity under the expanding
funds exceeded public and private
end of the year surplus reserve bal

redit and currency was sharply
ear by increased industrial and
defense program, but the inflow of
requirements, so that toward the
ances reached a new high level,

The principal source of reserve funds

again in 1940 was the heay
inflow of gold from abro

b s
ad. The spread of war accentuated the flig}

1t
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of capital to this country, and large gold balances were deposited in
payment for purchases of war materials. A further source of supply to
the money market was the excess of Treasury disbursements over re-
ceipts, reflected in substantial reductions of Treasury balances with the
Reserve Banks. Credit extended by the Federal Reserve System was

reduced in the year, owing to sales of government securities from the
System Open Market Account.

In the Third Federal Reserve District, large balances were received
through the interdistrict settlements. Treasury payments from balances
with the Reserve Bank into accounts of business concerns and indi-
viduals continued to exceed receipts. A large volume of defense con-
tracts was awarded to shipyards and munitions plants, and increased
funds were supplied to Army and Navy establishments under the

defense program. Other government disbursements in the area were
reduced, especially payments for work relief.

Bank reserves in 1941 are not expected to show the same large
increases as have been in evidence in preceding years, and the
volume of excess reserves may even be decreased. The flow of gold
to this country has declined substantially in recent months, as reserves
in foreign countries, particularly England, have been sharply reduced,
and new shipments must arise largely from additional production. Con-
tinued expansion in business activity will result in larger demands for
currency and credit, Government borrowing to finance the defense pro-
gram may reach an unprecedented total, and private requirements for
Wworking capital will increase as new plants and equipment come into
Operation, as the use of subcontracting facilities is extended, as prices

rise, and as public and private expenditures generally advance further.
"';:Zcral Cash reserves of the Federal Reserve Bank of Philadelphia
B a"(;:ye at the end of 1940 were $1,066,000,000, close to a record

level. This volume was $193,000,000 or 22 per cent larger
than in 1939. Continued expansion was in evidence in
carly 1941,
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; . All Federal
Cash reserves of the Philadelphia Reserve Banks
Federal Reserve Banks
(End of year;
dollar figures in millions)

1939 1940 1939 1940
fotaliresery cx I EUNIIINIST O $873.6 $1,066.4 $15,524.2 $20,035.6
Required reserves:
Against Federal Reserve notes. . 139.6 164.3 1,983.4 2,372.4
(40% in gold certificates) g
Agains(t) degosits .............. 251.9 286.9 4,529.3 5,644.3
(35% in gold certificates or
lawful money)
Total'required. . ......... $391.5 $451.2 $6,512.7 $8,016.7
Excess reserves................ $482.1 |  $615.2 $9,011.5 $12,018.9
Proportion of total to required. . . 2239, 2369, 2389, 2509,

In the country as a whole the reserves of the twelve Federal Reserye
Banks showed an increase of 29 per cent from 1939 to a level of over
$20,000,000,000, reflecting the expansion in the monetary gold stock.
The gain at this Bank was due to the transfer of balances from other

Districts on commercial account, an increase in foreign deposits allotted

to the Bank, and proceeds from the sale of securities by the System
Open Market Account.

Reserves required to be held by this Bank, amounting to 35 per
cent against deposits and 40 per cent against Federal Reserve notes,
were substantially heavier in 1940 than in 1939, But this increase was
smaller than the expansion in the supply of funds, so that excess re.
serves advanced sharply to 136 per cent of required reserves as against
123 per cent in 1939. At all Federal Reserve Banks the ratio of excess
to required reserves increased to 150 per cent from 138 per cent the
year before. Excess cash reserves held by the Philadelphia Bank at the
close of the year amounted to $615,000,000, and in the

Reserve System
as a whole to more than $12,000,000,000.

Member

Member bank reserves in the Philadelphia Federal Reserye
banks

District increased $105,000,000 from the end of 1939 o
$703,000,000 in December 1940. As in the case of cash re-
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serves at the Reserve Bank, this gain was smaller than that in the pre-
ceding year. Throughout the country, reserve balances of member banks
increased nearly 20 per cent, or $2,400,000,000, to more than $14,000,-
000,000. About $4,350,000,000 was added to the monetary gold stock,

but a part of the proceeds moved directly into foreign balances at the
Reserve Banks.

The increase in the supply of funds at member banks was due
chiefly to amounts gained in transactions with other Districts. In
addition to the $170,000,000 added through this source, $19,000,000 was
supplied through Treasury operations. This amount was smaller than

in the previous year, despite the large increases in expenditures for
national defense,

The principal influence tending to reduce reserve balances in 1940
was the increase of $75,000,000 in the demand for currency. This was
due in part to the continued expansion in industrial payrolls and busi-
ness activity generally. The demand for currency has been accentuated
by the fact that service charges on checking accounts and low rates
paid on time and savings deposits tend to encourage keeping funds out
of the banking system; low money rates have somewhat discouraged
private investments; and unsettled world conditions appear to haye

-

—_——
Memb_er bank reserves and related items
Plnludelphm_ Federal Reserve District 1938 1939 1940
(Millions of dollars) ; ‘
= e il S e el
' —
Sources of funds:
Rescrv_e Bank credit extended in District. . . . -5 + 2 +~ 0
Interdistrict commercial transfers. .. .. .. .. -39 +219 +170
Mint gold Purchasedi-nEtmm Rl Sty + 5 + 5 + 4
Lreasticyioperationssmsaes SRS e +74 + 61 + 19
Totalbi-t LaEaGRI A A L) 1 435 1287 | 463
Us(c:es of funds: 18
urrencyfdemand’; BUREREN s Sl S8 PO +22 + 53
Member bank reserve deposits. . . ... ....... + 9 +224 ilig
“Other deposits” at Reserve Bank. . ... .. .. + 5 + 10 + 5
Other Federal Reserve accounts. .. ... ... . .. =LA e ‘ - 0
Total s B e G TR +35 +287 l +193
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- . hout the
resulted in some hoarding, chiefly on forelg_n aCFOUIllt' 'Thrcoi:fi e 4040
country, nearly two-fifths of the increase in circulation th{;’S o
Was in denominations of $50 or more. At the end of the year

in circulation as
of currency represented 28 per cent of the total money in circ
against 18 per cent ten years ago.

As deposits at member banks also increas.cd to gec%rldcsl:vrc‘:lcsfl,uitll’:zc‘
volume of required reserves was higher than in 1939. Th G
nents on net demand deposits are 22%, 17%, and 12 ptltr cenCStabliSth
reserve city, reserve city, and country banks,. rcspcctlyesy, as e
on April 16, 1938. On time deposits the requirement is 5 per cent.

| llowed under
levels average about one-seventh below the maxima a
the existing law.

| | S
5 | ! Per cent of re-
Reserves with Due quired reserves
Member banks Federal Reserve Bank from
Phila, Ped. Res. District | | || domes- ; ¢
(Dollar figures Re b E;Lk's Excess Dl‘;(fnligm
i illions RA Excess ANKE serves B
n millions) Held el xce: |‘ rese |
Philadelphia banks 40% 80%
?9§)p-llz?n.:all;tshalf. ..| $243.8 | 81743 | § S0 | s || 11" | 8
1940—Jan.: 1t half). || 4448 | 2108 | 23 s 1703 | 122 7
1941—Jan.: 2nd week.| 5172 232.7 | 284.5
|
Country banks |
Cities with population of \ 4
100,000 or more 16.9 52.7 72 22
1939—7an ; 1s¢ half, . . 40.4 2355 e 3301 64 l 332
1940—Tan.; 15t half .| 400 SP IO SR 82 307
1941—Tan_: 2nd week , 50.8 27.9 . ’
[
Cities with population of “ 112
15,000 t 100,000 50 =
39— un(.): Ist half...| 474 31.6 5;3 282, 86 | 157
1940—Jan.: 1st hatt .| 602 | 323 358 | 6.6 108 | 187
1941—Tan.: 2nq week . 68.8 33.0 . ‘
Cities \]vith Population lw 14
under 15,000 45
1939—Tan.’ 1st half. «of  60.3 414 1?? ggg 84 o
1o40—Jan.: tst haif.!| 746 | 405 \;8-0 105.2 90 249
1941—Tan.: 2nq week , 80.3 42.3 38. i |
All memper banks 106
loso—Jan:1sthait .| 3010 | 27058 121 2862 i 130
1940~J:m.: Ist half,. .| 620.5 308.6 311. 431.8 114 120
4—Jan.: 2nd week.| 717.0 | 3358 | 3812 || 400 \

31



Twenty-sixth Annual Report, Federal Reserve Bank of Philadelphia

In the first half of January 1941, total reserves at Philadelphia banks
were 122 per cent larger than the amounts required to be held against
deposits, and at country banks these balances were 95 per cent above
requirements. The surpluses are widely distributed among the mem-
ber banks and are supplemented in most cases by large balances car-
ried with correspondents, especially in the case of country banks.

The preceding table shows the distribution of excess reserves among
the banks in this district.

In the case of nearly three-fourths of the 651 member banks in this
District, reserve balances in the second week of January 1941 were 25
per cent or more in excess of requirements, and in 29 per cent of the
banks, reserves were at least double requirements. Of the 171 banks
which reported reserves less than 25 per cent in excess of requirements,

all but 20 had demand balances with correspondents equal to 50 per
cent or more of required reserves.

Condition of Member Banks

Deposits and resources of member banks in this District during
1940 advanced to the largest volumes on record. Outstanding credit
expanded moderately further as loans were increased. Credit was ex-
tended chiefly to supply the larger working capital requirements of
industry resulting from the higher levels of defense production and
general business activity; investment holdings declined. Available
funds at local banks, however, substantially exceeded the demand
for credit, so that the principal change in resources during the year was
another large increase in cash assets. These assets expanded 15 per cent

and at the end of the year comprised 40 per cent of deposits as against
37 per cent at the end of 1939 and 19 per cent in 1929.

The net earnings from current operations of member banks were

increased slightly in 1940. Recoveries and profits on sales, however, were
reduced and charge-offs continued heavy, so that net profits for the year

were somewhat smaller than in 1939,
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|
Changes in—
Member banks December “
Philadelphia Federal Reserve District 31,
(Millions of dollars) 1940 1939 1940
RESOURCES
ATy 5 o H R R b Ml o 1,020 + %2 5 Z:;
Invest U o35 o bR R PR Y e BV o e 1,379 = =1
Ct‘}l\s(l:: :]:3: 1,383 +36§ +1§8
Real estate 4 152 = 4 - <0
R L R Rl 22 T2 !
RTETL o SO PR S S sl 3,956 +373 +210
LIABILITIES AND CAPITAL ACCOUNTS
i O PSRN A 3,452 +371 i
i S 22 =l T
et R e T 482 apl g
WL e SR R e 11 3,956 +373 +210
Deposits

The volume of deposits at member banks in this District
increased $220,700,000 during 1940 to an all-time peak of
over 33,450,000,000, continuing the strong upward trend which began
in the spring of 1938. By the end of the year, deposits were about 40
ber cent larger than the average in 1927-1929. Balances held by mem_ber
banks in June 1940 represented 70 per cent of total deposits, excluding
interbank balances, at all banks in the District; at the end of 1929
the proportion held by member banks was 60 per cent.

Continued e
in Philadclphia,
bank cred
mand bal
while t;

Xpansion in deposits, which again was largest at b.:mks
was duc for the most part to the extension of additional
it and to a heavy inflow of funds from other Districts. De-
ances increased more than $236,000,000 to about $2,350,000,000,
me deposits were somewhat reduced.

About four.

fifths of the increase in balances available on demand
Was in those he

Id for individuals and business concerns. The volume
of funds held for other banks also expanded substantially, but the gain
Was less than one-half as large as that which occurred in the previous
Yar. Deposits of states and municipalities and unclassified balances,
Which inclyde certified and officers’ checks, also increased somewhat,
While balances held for the United States Government declined.
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While the volume of deposits is the largest on record, the use of
these deposits continues at a low rate. Check payments reported by
banks in the larger cities of the District increased only 6 per cent from
1939 to 1940, substantially less than the gain in the accounts against
which the checks were drawn. At weekly reporting member banks the
turnover of demand balances of individuals and business enterprises
decreased from about 18 times in 1939 to 1614 times in 1940. At banks
in smaller communities, the activity is generally somewhat less than
this rate. Despite the sharp increase in deposits since 1927-29, check
payments in 1940 were 30 per cent smaller than the average in the
carlier period. This is duc in part to the lower level of prices now and to
the lack of activity in the securities markets.

The reduction of about $15,700,000 to approximately $1,100,000,000
in time deposits reflected a decrease in Philadelphia, where a member
bank discontinued operations and transferred its time deposits to a
nonmember institution. At country banks in this District, savings de-
posits increased about 1 per cent from 1939,

\ b
_Deposits at member banks December | Changes in—
Philadelphia Federal Reserve District 31, BB T Ry
(Millions of dollars) 1040 | oea 1080
|
Demand: I |
Individuals, partnerships, and corporations. . ... ‘ 1,640 +220 +187
B G overnrmen b e Biis BUee: 0 il e iy | 62 Sri il — ke
States and political subdivisions. . . . . ... .. ... 131 -+ 20 AT
IRCEE SRRl G T e . 490 +117 + 51
Othersit iy mineta, Ttk L S I I b s T ; 30 g e up [/
| f—
{Cotalldemand ARV il v 8 ik et [I2;353 4360 +236
Time: | R
Individuals, partnerships, and corporations. . ., , . ‘ 1,050 + 10 - 6
Postal savings*.. ..., .. ......... ‘ 7 - 1 - 3
States and political subdivisions. . 31 - 4 L2
tniterbanken iR et s o e i s 11 + 5 - 6
Totalitimerlite B e il (ol = 10 L 1,009 |+ 10 ~J1k
|
3 e ——
Lotalidepositsiareint s oiats o0 e 0 [ | 3,452 \ +370 ] 4221
Philadelphia banks............... ... L7172 | 4269 \
Cotntrythankss e 1,680 \ +101 l i : 31

* Includes U. S. Treasurer’s time deposits, open account. Tl
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Loans and 14315 ang discounts of the member banks in this District
feonnts L eased $74,400,000 in 1940 to about $1,020,000,000, the
highest point since 1934. The principal increase was in
rade and industry, where larger inventories and generally
more active business expanded the requirements for working capital.

Extension of credit for the purchase of real estate and the construction
or renovation of buildin

fi

advances to t

gs increased, and miscellaneous advances to
nance consumer purchases and other unclassified transactions were
larger than in 1939, The demand for bank credit in the form of loans
and discounts during the year was the most active in more than a decade,

but the volume extended was still small in relation to the amount of
funds available for lending.

Bank loans to commerce, industry, and agriculture in 1940 in-
creased about $41,000,000 in this District, a gain about twice that re-
ported for 1939, Additional credit amounting to about $15,000,000 was
extended to business through the purchase of open market paper. The

iNcrease in advances to business enterprises was in evidence in both
€Ity and country banks during the year.

Loans on real estate were increased over $13,000,000, as residential
construction continued at a high level and many plants were renovated
and new factories erected. At country banks, real estate loans increased

| Actual—Dec. 31, 1940 H Changes in 1940
“0ans of member bank i
Phila, Fe il o)
(Milliogs o5 oniet | prnvaseliicisens (BT BREac REoraE BT
) delphia try member || delphia try member

s banks | banks | banks banks | banks | banks

1o 2 SRRSO

L‘nnmcr(‘iu] l

DREEES Lt o | 217.2 | 150.0 | 367.2 || +29.2 | +11.6 | +40.8
lrl't‘?clr’x]ﬁlﬁjf,‘] paper. ... ... | 2.7 | 244 | 521 || 401 | + 5.9 | +150
Bifar s ooans iy, o, bk 22.1 3.3 D5 LI [PECES 10 | BEtei 3
L’.‘V","}“*“)F:'rrysccumies 25.5 33.1 58.6 £ 31 | =57 =26
'/):nfstt(l'ﬁﬁl],;ﬁms .......... \ 334 | 225.0 | 2584 - 63 | +19.7 | +13.4
O T s SO .8 ) LOR S s o e R R
s kT | 868 | 170.3 | 2571 | 482 2| 4R

-------- | 413.5 606.3 [1,019.8 +44.3 | +430.1 +74.4
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by nearly 10 per cent and at the end of the year comprised more than
one-third of the total loans of these institutions.

The demand for credit to purchase or carry securities was inactive
in 1940. Domestic and international uncertainties restricted trading in
the equity market, and prices continued generally low. The volume of
loans to brokers and dealers in securities showed virtually no change

from 1939 at banks in this District, and security loans to other customers
declined slightly.

Unclassified paper held in loan portfolios increased about $8,000,-
000 in 1940, as banks participated more actively in the field of con-
sumer credit. The volume of loans to consumers, amounting to
about 7 per cent of total bank loans, is indicated in the table below,

which represents preliminary tabulations of reports from member banks
in this District as of the end of 1940.

Member banks . o .
Philadelphia Federal Reserve District Pln{gﬂﬁl{zhm Cg'?:]tg) Totals
(Millions of dollars) ¥ h

= |

Retail installment paper: ‘
Curchased B rasimume Rl Ar S g gty 1757 9.0 26.7
Direcliloansrao tit Sacy o e 1.4 5.4 | 6.8
Litle Ioansaist M gl i <hi 8.3 12.0
Personal installment cash loans:. iy e v 7 9.3 \ 16.4
otal e e e 7 29.9 ‘ 32.0 ‘I 61.9

Surveys made by the American Bankers Association indicate in-

creased activity in bank lending. Summaries covering two-fifths of the
commercial banks in Pennsylvania, New Jersey,

that the number of credit transactions increased
first six months of 1939 to 1,536,000 in the same period of 1940, and
the dollar volume expanded about $51,000,000 to $1,798,000,000. The
number of new mortgage loans advanced by 1,000 to 11,000, and new
loans of other types from 387,000 to 474,000, representing a combined
dollar increase from $576,000,000 to $724,000,000. Renewals declined
somewhat in the period. Lending was active in the second half of 194,

and Delaware showed
from 1,454,000 in the
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ALL MEMBER BANKS

PHILADELPHIA FEDERAL RESERVE DISTRICT
MILLIONS

DEPOSITS

|
J EAIS| FRRTE Bem ik

| L LTV
Sqns?® - \."-;“

Sl

-l . }
\ gl \ \ ‘ i Sl
, - I ! Il ‘
‘ ’ R e TCASH ASSETS ‘ “ “
| | ‘ | |
waz 1933 1934 1935 1936 (937 1938 1939 1940 1941
Invest.

Security holdings of member banks in this District de-
clined further in 1940, despite the continued large volume
h of idle bank funds and the generally strong market con-
ditions. Investments i the aggregate were reduced about $17,000,000
to dpproximately $1,380,000,000, reflecting decreases of $4,600,000 at

philaddpllia banks and $12,500,000 at other banks in the District. The
relation of iy

b

i

ments

estments to total loans and investments at all member
anks was reduced in the year from 60 per cent to 57 per cent, owing
N part to increased demand for commercial credit.

Most of the declin

| ¢ occurred in the first part of the year, when
ond prices were stron

g, after having recovered from the lows reached
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Analysis of Member Bank Investments

o December 31, 1940

Philadelphia Federal Reserve District [ Actual figures ]*Pr.-rcemagc A GIRbhon Ch during 1940
(Dollar figures in millions) = o5 = {,E],? ]f;‘:""ﬁr“‘ o l”mli" (""u"l:r.v i {,’h”ﬁ' (vl,,“"lfry
DANKS DANKS = DANKS JANKS v AnkKs DANKS
|

U. S. Government direct obligations............. §623.2 | $334.7 | $288.5 || 45.2%| 50.1% 40.7% +$10.0 | — $7.8 [+§17.8

Dreasury DIl s AT R RN s S S o e ke o es ks 1.5 0 1.5 il 0 o | IEEERR 8 S | = )

D TEASULY, TIOCES Vaa-ls oy oh it et s o oy S et st st agasa s 63.2 18.0 45.2 4.6 201 6.4 - Bil= 27|+ 19

Bonds maturing—

WAthinty yearst o il ot Ll ot e Saivete i ke 50.0 19.0 31.0 3.6 2.9 44 |[+ 162|+ 7.2+ 8.9

50 10 years s Saut s S SR L Sk 114.2 50.4 63.8 8.3 735 9.0 — 484 |— 414 |- 7.0

T PN VISR 800 s s 0 M S e s A0 344.7| 213.0| 131.7 25.0 31.8 18.6 +101.1 |+ 67.2 [+ 34.0

Over 20 EATS S - 10e o 1 =i sl ot Sy s Al e 49.6 34.3 15.3 3.6 5.2 2.1 ||— 589|— 37.9|— 21.0

Obligations guaranteed by U. S. Government....| $159.0 $81.9| $77.1 | 11.5%| 12.2% 10.9%||— $8.8|— $1.3 | — §7.5

Reconstruction Finance Corporation.............. 19.4 7.1 12.3 14 1.1 1.7 ||+ 34|+ 8|+ 2.6

Home Owners’ Loan Corporation................. 98.0 60.9 37.1 Thil 9.1 52 |- 190|— 4.1 |- 149

Federal Farm Mortgage Corporation.............. 16.7 6.8 9.9 1.2 1.0 14 ||— 22|+ 10|-— 32

ATIOtHer R o s s i & R s S St rs 249 7.1 17.8 1.8 1.0 2D + 9.0+ 1.0+ 8.0

Maturing within 5 Years.. . .........ccoeeeeane. 83.6 36.4 47.2 6.1 5.4 6.7 ||+ 104|+ 31|+ 73

Obligations of states and political subdivisions. . $184.3| $96.6 | $87.7 || 13.4%| 14.4% 12.4%] +$30.6 |+815.5 +8§15.1

Maturing wilhan.5 VearS._ o . hie e bims afein i s 83.7 46.6 37.1 0.1 7.0 ) + 153+ 108 [+ 4.5
Other bonds, notes and debentures:

Government corporations and agencies, not gtd.....| $18.6| $4.2| §14.4 1.3% 6% 20%(+ $2|— $5(+ $.7

Maturing withtn 5 Years. . . ........coeevrenenn. 10.0 2.0 8.0 .7 4 TEA e [FE A e

Other domestic corporations. . ...........c.c..... $330.7 | $117.3 | $213.4 || 24.0%| 17.5%| 30.0%||—$44.4|— $6.8 |—$37.6

IR ATITOAS S T 8 AU e o gl o, 2005 SN el s 146.8 50.8 96.0 10.7 7.6 13.5 — 12.5|4+ 1.7|— 142

PRI It eS R ST Lo e R R S S s e 100.5 34.5 66.0 7 52 9.3 — 224 1— 6.9|— 15.5

LB D0 ) 0 m 0 o v b DR i A e o 0 A0 i 74.9 29.0 459 54 43 6.4 — 69|+ dj— 69

TN T S i et e - R b e S S R 8.5 3.0 sh3) .0 4 8 =""2i0/l— S 1S7="9

Maturing within 5 years®. ................... 51.1 234 | 271.7 37 950, 3.9 1.3 0|— 12

Corporate stocks, domestic...................... $34.6 | $19.0  $15.6 2.5%| 2.8%| 2.2%|— $2.4|— $2.0|— $.4

Foreéignisecurities, > oz aoi i il el $28.7 | S$16.1| $12.6 219 2.4%| 1.8%|— $2.4|— $1.7|— $.7

Total investments. ....................... $1,379.1 $669.8 | §709.3 100.09; 100.0%' 100.09, —$17.1 | — $4.6 | —$12.5

Maturing within 5 years................... 343.7| 146.0| 197.7| 249 21.8 279 ||+ 42.0|+ 184 |+ 23.7

Defaulted securities. .. ... cooeoveeneacanes 9.1 3.9 5.2 T .6 g |- 40]—- 20|-— 20

* Includes foreign securities.

vrydjopopyd fo Yuvg 204259y [piapa ‘140day pnuuy yaxis-Apuom |
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in late 1939 following the declaration of war. During the second quarter
there was very little change, and holdings were expanded somewhat in
the balance of the year. In early 1941, security holdings were increased
further when prices declined and the large volume of government
defense financing began to come into the market.

Maturities of member bank investments were shortened somewhat
in the year. Securities maturing within five years were increased to
249 per cent of the total, as against 21.6 per cent at the end of 1939.
In-the case of government securities there was some accumulation of
short term bonds and a concentration of holdings in the ten to twenty
year maturities. This latter increase approximately offset declines in
holdings of issues maturing in five to ten years and of long term securi-
ties. Average maturities were somewhat shorter at the country banks
than at institutions in Philadelphia. The following table shows the

volume of securities maturing within five years at banks in this District
4 compared with the country as a whole.

Reserve city banks* H Country banks
Member banks

Propqrtion of securities
maturing within 5 years

s3 Third | Differ- : Third | Differ-

December 31, 1940 Un'1ted F. R. |encein g?;tgil F. R. |encein

States Dist. | points ® | Dist. | points

Tynes‘: \ ;
g. 5. Government direct issues. . 32.3% | 11.1% | —21.2 || 28.4% | 26.9% | — 1.5
Quaranteed securities, .. . @\ . . 563" | 444" | 110 || 5507 [ 611 | + 6.1
ciate and local government. .. . | 539 482 [ =I5 |l's2i5 423 | 2102
Otherament agencies, not guar...| 83.0 | 61.9 | —21.1|(560 |559 | — .1
ther bonds, notes, debentures. .| 28.8 | 17.5 | —11.3 || 157 |12.3 | — 34
Total investments. . .. .. 39.29, 21.8%1 —17.4 \i\ 34.87% | 27.9% | — 6.9

* .
Excluding central reserve city banks.

. Holdings of obligations of governments and government agencies
Nereased about $32,000,000 in the year, reflecting a substantial increase
n t.hc securities of states and municipalities and a small expansion in
Un}tcd States Government issues. The increase in Federal securities was
entirely at country banks, Sales of bonds maturing in five to ten years

a .
nd over twenty years were substantial. The volume of guaranteed
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INVESTMENTS OF ALL MEMBER BANKS

PHILADELPHIA FEDERAL RESERVE DISTRICT

MILLIONS [T
$

U.5.GOVERNMENT  OBLIGATIONS
(direct and«guiran!efd) L

800+

C

|
| 'd‘.~ | |

|

| |
-~ 2 ~

b 1557 | ==l Al Laln il

600 ~..' OTHER | vo .

|

SECURITIES - %,

—,

~

400 —

|
1 STATE AND MUNICIPAL ‘
7 SECURITIES

|

200 ——

|
M

‘ | i/

/ —— ‘
|

| S UL TR U T T VBN B S S S ATERAT O |

1934 1935 1936 1937 1938 (939 1940 (941

|
R ST U B S BT

(o) B0 W NS AT |
1929 1930 1931 1932 1933

issues in investment portfolios of member banks was reduced, particu-

larly the obligations of the Home Owners’ Loan Corporation. At the
end of the year, direct and guaranteed issues of the Federal Govern.
ment and obligations of state and local governments comprised 77 per

cent of the total investments at Philadelphia banks and 64 per cent at
country banks.

Holdings of corporate securities declined substantially,

in the case of obligations of railroads and public utilities hel
banks. At the end of the year holding

issues comprised 18.0 per cent of the to
in this District as ag

particularly
d by country
s of railroad and public utilities

tal investments of member banks

ainst 20.2 per cent in 1939; holdings of these securi-

40




Twenty-sixth Annyal Report, Federal Reserve Bank of Philadelphia

ties by all member banks in the country decreased from 6.7 per cent in
1939 t0 55 per cent of total investments at the end of 1940.

Bank investments in foreign securities were reduced further in

1940, and at the end of the year these issues represented only 2 per
cent of total bank investments.

ﬁ:ﬁ:ﬂl The volume of capital funds at member banks in tl.lis

District declined somewhat in 1940, while deposits in-
; creased to new high levels. The cushion of capital against
liabilities, however, continued larger than in the country, and the pro-
portion of assets held as cash expanded. Capital accounts in the aggre-
gate were in a more liquid position than in 1939, as the amount
absorbed by real estate holdings declined considerably.

The ratio of capital funds to deposit liabilities was reduced in the
year from 152 to 14 per cent, owing to the sharp increase in deposits
and a decline of $7,700,000 in capital to $482,300,000. This decrease re-

Philadelphia Federal ISJ{n:cd
All member banks Reserve District States
end of year

2 1939 1940 1940

Capital q,
ccounts: Percent: L.,
eposits, ., , . ercentageiof

L0ans, inye

.............................. 15.2% | 140% | 10.1%
Stments, and real estate assets* 19.5 18.9 14,
i:"cstmcms ...... i real estate assets*....... S 350 26.1
Vestments other than i S ‘oo riieenss o 5%
B e i G0 i
Surplug
'Grr'cnm‘g(‘:sfdiﬂded profits and reserves:
908, investments, and rea] estate assete® 12.0 11.8 8.7
[hvestments,.. . Iwahientusibacnid T 218 15.3
:i‘r;’“.m'ms other than U. S. Government obliga-
R R e e T, 49.0 50.3 559
Bankj
emxte?. )h"“se' equipment, and other real
ol lcn:cnlugc of—
R Renaines, T e e 35.2 31.0 22.0

o] T R B e e P8 MMt 1 e o alilba — - .
!Ir']u(.~.4.‘,~ . o
les assets indirectly representing real estate.
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sulted primarily from the withdrawal from membership and_ subsequ?m
liquidation of a bank in the early part of the year. The ratio of capital
funds to deposits at banks in Philadelphia at the end of December was
10.5 per cent as against 9.6 per cent at all reserve city member banks.
In the case of country banks, the ratio in this District was 17.6 per cent

as compared with only 12.6 per cent at banks of this type throughout
the country.

The cushion of capital funds against depreciable assets was also re-
duced slightly to about 19 per cent, after having averaged 195 per cent
during the several preceding years. By December about 32 per cent of
capital funds represented banking houses and equipment and other real
estate assets as compared with more than 35 per cent in the previous

year. In all member banks of the System, however, the proportion was
only 22 per cent.

Earnings Net earnings from current operations of member banks
e i this District increased slightly further from 1939 to
expenses

1940. Supplementary income from recoveries and profits
on sales, however, declined substantially, and losses and
depreciation continued around the high levels prevailing the year be-
fore. As a result, net profits available for distribution were reduced from

$21,200,000 in 1939 to $16,600,000. Payments of cash dividends were
sustained at about $17,400,000.

Total income from current operations was reduced about $2,000,000

in 1940 to $105,800,000. This was due chiefly to a decline in earnings on

investments, which yielded an average of 3 per cent during the year
as compared with 3.2 per cent in 1939, Miscellaneous income also de.
clined somewhat, but this was mo

re than offset by increases in the
returns from loans, operations of trust departments, and service chargcs
on deposits.

Current expenses were reduced in 1940. P
time and savings deposits declined substantiall
pared with 1.5 per cent in 1939, Sharp reducti

ayments of interegt on
y to 1.3 per cent com-
ons in the rates paid on
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time and savings deposits and the elimination of interest on demand
deposits have decreased this cost to only 21 per cent of total expenses in
1940 as compared with 45 per cent in 1929, although these changes are
offset to some extent by the deposit insurance assessment that was not
made prior to 1934. Miscellaneous expenses were also reduced some-
what from 1939, but this was offsct by increased taxes.

Ear?ings and expenses

9 of member banks C 1939 1940
Philadelphia Federal Reserve District 1932
(000’s omitted)

e i

Current earnings:
nterest and discount on loans

............ $41,501 $42,099 $43,034
nterest and dividends on securities....... 46,007 44,772 4(1 .(283
i REparimaents i S 9,168 32(2){ ; ;87
Service charges s 2317 g \
1l other. . ”‘ewn depoms el RN 9,399 9,684 8,895

.............................. $108,8020% bt LRASK ARabaloes
Cu‘rren.t expenses:
Salaries and wages

...................... $27,498 $27,616 $27,624
Interest on time ang savings deposits. . . .. . 18,474 16,557 14,325
gelesareal estate . ..., .. os o a1 2,738 2,795 2,710
RAXO8—ofher,,., ..ol 4,754 5,149 5,420
e SRS AR e i T 19,863 19,693
i, R RS SR $73,076 | $71,980 $69,772
Net €arnings from current operations....| $35,316 $35,903 $36,057
Recoveries and profit
S O les: .
€coveries on lg:ms. 2 nsa S IR $1,449 $1,867 $1,953
cclrgvorics ON - SECUTTHIES, ..., . svsssnriann 3,097 0'? }‘ g 1_2,{; ; i
I otnon security sales 631 16,6 3);
e L (e v5% et
R B L s $16,686 $25,994 $20,654
Losses and de
reciation;
T 5 ...| st0,625 $12,167 $11,020
n iecuritics .................... 22,067 13,702 1;,21%
R R e 810 i
QR B S o sntinnant, TR PR 385
it b R LR T L PG $42,028 §40,699 §40,125
NEaddition to profies $9,974 $21,198 $16,586
ash dividends declared’ " " 1T 17,982 17,385 17,369
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Recoveries on loans were larger in 1940 than a year earlier, but
recoveries of charge-offs and profits from sales of securities were sub-
stantially reduced, so that total supplementary income during the year
was about $5,300,000 less than in 1939. Losses and depreciation were
slightly reduced, owing to smaller charge-offs on loans and securities.

Depreciation on bank buildings and equipment and on other assets
was increased.

Bank earnings have declined sharply since the late 1920's, when a
record volume of credit was being extended. This decrease has reflected
two principal influences: the shift in earning assets from relatively high-
yielding loans to securities that bring a low return, and the sharp de-
cline in money rates. While deposits of all member banks in this Dis-
trict increased 35 per cent from the average in 1927-29 to 1940, total
current earnings were reduced by one-third. Smaller demands for eredit
on the part of business enterprises and extensive use of the open market
for current financing resulted in a decline of more than 40 per cent in
the volume of bank loans. As credit has been extended at decreasing
interest costs, the earnings from loans in this period were reduced by

55 per cent.
T VL DRI S |
All member banks
Philadelphia Federal ,10,27*29 1940 Per cent
Reserve District (average) change
e W e R
Deposits B oF B it $2,434,000,000 | $3,295,000,000 +359%,
LOZ'mS. (sl 2o lo e e e o s ot e S o 1,718,000,000 ¢ 985,000,000 —43
Earnings on loans. ....... 11 95,500,000 43,000,000 —55
Investments. . G S, S RS WS 924,000,000 | 1,365,000,000 +48
“arnings on investments. ........... 46,800,000 41,300,000 —12
Earnings from other sources. . ......... 16,000,000 21,500,000 +34
Total current CATINTRILE ARk e JE 158,300,000 105,800,000 —-33
e I e

The decrease in the volume of loans was offset to a large extent by
the expansion in security holdings, as banks turned to the open market
to employ their funds. The large volume of idle money, howcver, and
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f ney rates that,
the competitive purchases of securities s0 rlCduVC;lCli1 nr?eoof ){)ank e
despite an increase of nearly 50 per cent in t lf; R
ments during this period, the income fror.n ny bR e
12 per cent. Some part of these losses of lr'lcoTlle b
imposition of service charges and othe.r misce ann ik
proved on the whole to be a minor influence o

Money Rates

i ing in some
Money rates in 1940 generally (?eclmcd furthcirf,orre;lljhdsgc Bats
cases the lowest levels on record. While the demall;cc ol
o mecet requirements for financing Flcfensci pr(()j( et e
dustrial activity, the supply was again increase ‘1 LR 1
inflow of funds to this country resu.ltcd from pa }S’fcrs e
ments for purchases of war ma't?rlals and 1tran
capital owing to disrupted -conditions abroad.

o l
: Y. 1 WnNnw trend occurrcc
Iht onl Signiﬁcant il]tCI'l‘Upthl‘l to thC do I‘l] ifll’(i e de
MW and ]Ul]C, WllCll rates advanced sharplyl [ urmgl (-CSC : fa “S

: ow ¢ volum &) und
VﬂSi()lI of the Iy COUI]tI‘iCS and France. As arg

i ices ered
drices recover
continued to move into the country, however, security |
and

oint in Decem-
rates resumed their decline to reach a record low p

ber. Yields were firmer again in earl
the public and
tl

n

- > at

y 1941 as it became appa;cnt t]h.‘
oly, while
private demand for funds would cxpan;(li sl:mrlt )'11, o
ould be at ¢

1€ increase in the supply of funds fr.om abroa% :}Z bt 0
slower rate than in the several prece'dmg years. oAy
in the securities markets continued light, owing i i
the effects of impending critical dcvelf)prr?cl1t; ixsncoumry.
in the amount ang methods of financing in th

The inflow of
ing 1940 and the

sharply. The exces

01([ t wa a reco (1 ll ’ll dUl-

amoun (0) u val (0) Ve t lnCI‘QZ]SC(l
1ablc f I 1vestmen

S reserves Of all mcmbcr bill'lkS Of thC chCl‘al RCS(I ve
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System expanded by $1,400,000,000 to $6,600,000,000 at the end of the
year. This was nearly 90 per cent above legal requirements and would
support a large volume of additional credit. Deposits at member banks,
excluding interbank balances, increased sharply to the record level of
- $46,000,000,000, most of the gain being in balances of individuals and
business concerns. Idle funds held by banks, insurance companies, and
investment trusts increased further during the year.

The use of bank credit expanded considerably, chiefly because of
more active demand for commercial loans and large purchases of gov-
ernment securities. Funds required for construction of plants,
duction of defense equipment and materials, the manufacture and dis-
tribution of consumers’ goods, and government expenditures under the

defense program are expected to be substantially larger in 1941 than
in the previous year.

the pro-

Activity in the capital market also increased somewhat in 1940,
with indications of further advances in the current year. Cash allot-
ments of direct government issues other than savings bonds and bills
advanced from about $500,000,000 in 1939 to more than $1,000,000,000
in 1940, and investment by individuals in savings issues was larger.
Flotations of other securities to obtain new capital were reported to
have declined from about $2,300,000,000 to around $1,900,000,000, the
smallest since 1935, This was due chiefly to a reduction of about 50 per
cent in offerings by Federal agencies, which amounted to more than
$900,000,000 in 1939. Flotations of state and municipal securities alse
were reduced somewhat from about  $930,000,000 to approximately
$760,000,000. Corporate offerings for new capital, however, nearly doy-
bled in the year, expanding from about $380,000,000 in 1939 to over
$720,000,000.

Generally fayor

able market conditions continued to stimulate re-
funding

operations to reduce carrying charges. The volume of these
securities, excluding direct issues of the Treas

ury, declined from $3,600.-
000,000 in 1939 to $2,800,000,000 in 1940 :
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Rates on short term securities generally declined further in 1940 to
new low points. The average yield on outstanding 91-day Treasury
bills was reduced from .05 per cent to .04 per cent. At certain times in
the year new issues sold at par or more than par, as purchases on a
negative-yield basis were made for tax purposes. The average return
on 3 to 5 year Treasury notes declined from .59 in 1939 to .50 per cent
and at the end of 1940 they were selling to yield .38 per cent.

Nominal rates continued to prevail in other sections of the short
‘erm market. Call money was available at an average cost of 1 per cent,
9-day bankers’ bills at7/16 of 1 per cent, and commercial paper at from
Va-% of 1 per cent. The supply of commercial paper expanded slightly
in the year but was still substantially less than the demand; issues con-
tinued to be allotted to banks on the basis of previous takings.

Long term United States bonds, due or callable in 12 years or more,
sold at a record low yield of 1.86 per cent in early December and
throughout the year averaged 2.21 per cent as against 2.36 per cent

in 1939, During the late 1920’s, these securities were selling to return
A average of about 314-3% per cent.

The trend of yields was generally downward throughout the year
except for the break in May and June when quotations dropped about
3 points and yields advanced to an average of 2'4 per cent. This de-
cline was sul)stantially smaller than that which occurred immediately
after the outbreak of war the preceding autumn. At that time prices
dropped more than 7 points, and in accordance with the policy of main-
taining orderly conditions in the market the Federal Reserve System
Open Market Committee purchased $470,000,000 of government se-

curities, Such purchases during the crisis in the spring of 1940 amounted
10 only $10,000,000.

Rates on municipal securities also declined to record low levels in
940 . TN
1940 and throughout the year averaged only 24 per cent as against
3 '
2% per cent in 1939, A low point of slightly more than 2 per cent was
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;;ii]h;d in December. Th(? supply of these issues was generally re-
corpora?: some\.zv.hat sma}l in relation to demand. Yields on high grade
T thsccuntles.dcchncd substantially to an average of 2.84 per
P thane;asc of issues of the Aaa grade as compared with slightly
Tl h'P;?r 1cent in 1939. In May and June yields reached the com-
b wasye tli 11 level of 3.05 but by December a new low of 2.70 per
e e d:c ; l(si hed. Average returns on lower grade corporate securi-
i ! : ined to fccord. lon leYcls toward the end of 1940 as income

proved and some investing institutions in search of additional income

urchased i i i
in ed increasing amounts of these issues. In the early part of 1941
oney rates became somewhat firmer.

M Annual averages End of year
oney rates and yields

_____ \ 1938

1939 ‘ 1940 1939 1940

Commerci
4 ercial pape :
SRTLare £ o L CUIDIINe, Lol

accentanees 59% 569 .56% .56%
Call mon icceptances, 90 days 44 £ 44 i & 4

: ¢ 44 44
" € ‘mnewale . B B
Treasury giﬁ:";}vf&li'y 1\(1521 lYor)k ....... 1.00 | 1.00 1.00 | 1.00
" ' £ alers), - oo, : g . (e
sy o § 500 o s e
" isury bonds, over 12 R e D, | : h 3
~unicipal bonds ATR Dot N 2.36 2.21 2.30 1.88

(Standard Statistics
-orporate Fog T
Ap‘(inu, .bonds (Moody): :
BRI e
lnduxtri:ll\': ......................
ails

2.76 2.50 2.52 2.06

3.01 2.84 2.91 2.71
4.96 4.75 4.89 4.42
3.30 3.10 3.15 291
4.53 4.30 4.44 4.00
3.48 3.25 3.36 3.14

]939?;::': ;’:tilon;mcrcial loans gencra]lx were lower in 1940 than ip
type of a::commc datF.CY part of the year, increased as demand f.o.r this
T odation expanded. R.cports from seven large thladc'l-
3 days Or‘ mO;C‘a:lc tlTat the average interest rate on loans maturing in
Ll 1939L T<1:clmcd to a.bout 2.8 per cent in 1940 as against 3.3
per cent in ]un. 13 1.0w, indicated by these quarterly rcl?orts, was 26
than a'year carl?- ﬂnM in December the level of 2.8 was slightly higher
K ¢ . ccnttr.tl ost g‘g lthc small loans were made at rat.cs bcjtwcql
group, Tn doflac \101:1:::._ ; ths of the total in December b.cmg in this

¢, however, nearly 40 per cent of this credit was
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Commercial and industrial loans

maturing in 30 days or more {‘i?g 112 61:% inlﬂ Se 11_)_?2'
made by seven Philadelphia banks 1939 1930 1940 1940
(Dollar figures in thousands)
Rate

T et e e e e S S $ 211 $ 1,167 $ 261 $ 254
Between 1 and 114 per cent........ 250 500 0 600
10 e lCent i o a i 2,080 | 10,151 10,755 8,960
Between 114 and 2 per cent........ 150 115 99 200
2ipenicentNRtiG W BT Shil s 332 754 1,261 2,306
Between 2 and 3 per cent 548 2,260 734 1,028
Binenicentilai b gl (el 3,096 2,460 2,394 4,290
Between 3 and 4 per cent . 1,265 2,824 2,135 1,032
4 pericentin M I L 2,147 2,550 1,984 3,514
Between 4 and S per cent. . 1,767 948 664 800
S DERICEnt ) ERE ke R e 1,350 1,614 1,269 2,052
Between 5 and 6 per cent 250 249 180 124
Giper-centARIIEI e POtk Cies Lgis v 1,547 1,179 901 792
Between 6 and 7 per cent.......... 0 9 3 0
Total, dollar amount. ..... . ... $14,993 $26,780 $22,640 $25,952
Total number of loans. . ... ... 991 1,115 1,054 1,195
Average rate, based on dollar volume. . .. . 3.6% 2.7% 2.6% 2.8%

extended at a rate of 1% per cent or less and only about 10 per cen
was in the highest range. The accompanying table indicates the volum!

of this credit extended by the reporting banks at various rates in 193
and 1940,

Interest rates paid on time deposits by banks in this district declinet
her in 1940, averaging about 1.6 per cent among the individug
ks as compared with 1.8 per cent in 1939 and 1.9 per cent in 1934
Maximum rates allowable were not changed in the year. In New Jerse
ic maximum of 1 per cent, established by the Commissioner of Bank
ing and Insurance and applying to all banking institutions in the State
remained in effect. In the rest of the District, where the maximum |
the same as that prescribed by the Board of Governors of the Feders
Reserve System, the limit of 2Y, per cent on postal savings, saving
and other time deposits payable in six months or more, continued

furt
ban

Interest rates charged on various t

ypes of credit extended by th
Federal Reserve Bank of Philadelphia

in 1940 continued generally 4
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Discount and interest rates

December 31,
Federal Reserve Bank of Philadelphia

1940
Discounts for member banks (Sectionss3¥an d i3 a) EEPu s Ee 1%4%
Advances to member banks under Section 10D I e s 2
dvances secured by U. S. Government direct obligations for indi-
viduals, partnerships and corporations under last paragraph of
Section 13: ;
FROIaNIaSMINnS - 0 - Rt b R e e L e 1 l/z
Wl T i Anp M. R NS E A N T 21%
ates on industrial advances—Section 13b: Y 315-6
Advancer direct to industrial or commercial organizations. .. ... Vo
Advances to financing institutions— 214e
On portion for which institution is obligated i iR RR RN e ‘{z
IO e MAITIATDOPHON s s ¢ o h - v bt st e s B T
Commitments to make AAVANICES e oot s ST e 72
‘: g/luy be same as rate to borrower, if lower than rate shown.

ume as to borrower.

the record low levels established earlier. Rediscounts and advances to
member banks under sections 13 and 13a of the Federal Reserve Act
were made at 1Y per cent; advances on other types of collateral under
the terms of section 10(b) were made at 2 per cent. Loans secured by
direct obligations of the United States Government are available to
banks at 1% per cent and to others at 214 per cent. In October, rates
charged on advances for working capital purposes to established busi-
Ness concerns were reduced from a range of 4 to 6 per cent to a range O'f
375106 per cent, In cases where such paper is offered by financing insti-

tutions that have extended credit at lower rates, the rates may be as low
4s those charged the original borrower.

Federal Reserve Bank

The resources of the Federal Reserve Bank of Philadelphia if"
freased $150,000,000 further during 1940 to $1,326,000,000. The gain
Was entirely in cash resources, reflecting an expansion in gold certificates

rcstfltmg from the heavy inflow of gold to this country in trade and
“apital transactions,
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Statement of Condition

: End of year
Federal Reserve Bank of Philadelphia e
(000's omitted in dollar figures) 1938 1939 1940
RESOUR%ES i
i a ue from
GOIII(? é:e%;g;:sg; 011 han s ’11’1 ............ $546,461 $846,062 $1,046,557
Redemption fund—Federal Reserve notes. . 1,236 1,071 1,073
OtHen!cASHMIMENINERR st 1" et 29,221 26,470 18,754
LOTALT e8IV eS i syt b sns s s $576,918 $873,603 | $1,066,384
Bills discounted:
Secured by U. S. Government obligations* 704 150 187
Other bills discounted.................. 473 513 278
Tota! bills discounted. .. ... .. ... $1,177 $663 $465
Bills bought in open market. . . . 56 0 0
Industrial advances............. QO oo n 3,120 3,084 2,052
United States Government securities. . . . . . . 222,761 212,695 183,006
Total bills and securities. ........ $227,114 §216,442 $185,523
Due from foreign banks.............. ... 17 5 5
Federal Reserve notes of other F. R. banks. ; 2,081 1,945 1,865
(Uneollected itenis iy Wil o S 54,506 73,955 63,085
Enlipremisca PSR DI e S 4,699 4,572 4,501
AllIOther TeS0UTCes. . v« v v o vae oo e 4,637 5,830 4,910
Total resources.................. $869,972 | $1,176,352 | $1,326,273 ;
LIABILITIES
Federal Reserve notes in circulation... .| $320,562 $348,938 $410,704
Deposits:
Member bank reserve account. . . ....... 374,231 598,597 703,580
- 5. Treasurer—general account, . . . .. . . 58,155 65,043 13,664
Forelgn. RIS SN 0 oliei o s $ G T e Sl Lo 19,545 39,416 75,944
Other depositsiy, Lol tellin i g ¢ 6,899 16,821 26,675
Total _depqsit_s ................... $458,830 $719,877 $819,863
Deferred availability items. .. ... . .. | 57,591 73,866 60,412
OtherHabilities .y oy v cvoinmn oo 664 965 875
Total liabilities........... . .. . $837,647 | $1,143,646 $1,291,854
.. CAPITAL ACCOUNTS
gapltal RAIGHPNATTE AL, (-8 Bl $12,213 $12,115 $11,882
urp]us—Sect,gon [haficot o ama s o MRS 13,696 14,198 15,144
Surplus—Sectlon TRl e, e 4,416 4,393 4,303
Other capital accounts 2,000 2,000 :
——
Total liabilities and capital ac-
O L8 R s oy e T $869,972 $1,176,352 $1,326,273
Raﬁio of totzlxl gescrves to deposit and Fed,
es. note liabilities combined. . .., .. 74.09 81.79 /A
Contingent liability on bills purchased for % 70 86.7%
foreign correspondents. . .......... . . . $7 $0 SO
Commitments to make industrial advances . 1,525 930 162

* Includes bills secured by
ment.

obligations f ully gu
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The volume of Reserve Bank credit outstanding declined, owing
chiefly to sales of government securities from the System Open Market
Account. In carly 1941 there was some increase in the demand for
industrial credit under section 13b, arising chiefly from requirements for
funds to finance defense production. The volume of borrowing by
member banks from the Reserve Bank has continued small.

The principal increase in liabilities was in holdings of mcml?cr
bank reserve balances. Foreign deposits held in participation w1t¥1
other Reserve Banks also increased somewhat. The note issue of this
Bank expanded substantially as increases in wage disbursements and
general business activity stimulated a heavy demand for currency. The
only large decline among the liabilities was in Treasury balances.

The capital stock of the Bank decreased somewhat, but total capital
funds were increased. Current carnings advanced and profits on sales

of securities were substantially larger than the year before, while
EXpenses showed little change.

I:cs:ve The demand for credit extended by the Federal Reserve
an

credis Bank of Philadelphia in 1940 was small, as the volume of

surplus funds held by member banks reached reC(?rd
levels and was widely distributed throughout the bankmg
stem. Participation by this Bank in holdings of government securi-
Hesin the System Open Market Account was reduced from $212,700,000
10 $183,000,000. This was due to sales by the Account and a decline in
lAhc allotment to this Bank. Holdings of the System Open Market

ceount were reduced from about $2,826,000,000 at the peak in Sep-
tember 1939 to $2,184,000,000 at the end of 1940.

Some individual institutions in temporary need of funds dis-
‘ounted obligations with the Reserve Bank. Of the 651 member banks
o this Distr ict, only 45 made use of the discount facilities of the
Reserve Bank during the year. The volume of such credit ranged from
A low of $10,000 on April 12 to a high of $648,000 in December, when
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the demand for currency reached the seasonal peak. In a few cases,
advances were made on broader types of collateral under the provisions
of section 10(b) of the Federal Reserve Act, but the largest volume so
extended at any one time was $57,000, and over a large part of the
year none of these loans was outstanding.

As in 1939, no advances were made to individuals, partnerships,
corporations, or nonmember banking institutions on the security of
direct obligations of the United States Government, as authorized in the
last paragraph of section 13 of the Federal Reserve Act. At various
times during the year, discounts were increased somewhat by par-
ticipation in foreign loans on gold made by the Federal Reserve Banks.

Industrial

The demand for industrial loans in 1940 was smaller than
loans

in previous years, but in early 1941, as defense production
expanded and the use of subcontracting facilities was
extended, inquiries for this type of credit increased. Advances to com-
merce and industry by commercial banks rose considerably in the
latter part of 1940 and continued to increase in 1941.

The volume of industrial loans under
Reserve Act reached a hi
of February,

section 13b of the Federal
gh point for the year of $3,401,000 at the close
but subsequently declined to a low of $2,052,000 at the
end of the year. This was substantially below the peak of $6,960,000
reached in the autumn of 1935, about a year and a half after the program
was inaugurated, but was still the largest volume outstanding at any
Federal Reserve Bank. Loans by this Bank outstanding at the end of

the year accounted for 27 per cent of the total extended by the Federal
Reserve System. Formal commitments to make

advances decliped
sharply in 1940 to $162,000, but this figure does not include an agree’
ment to furnish up to $2,500,000 to

a local shipbuilding concern which
has received a large government contract,

The number of inquiries for industrial credit declined from 87
in 1939 to 53 in 1940, and the number of formal applications declined

from 27 to 20. The total volume requested in these applications, how"
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ever, expanded about $2,240,000 to $7,295,000. Including onc.dapgcllxcian
tion for $200,000 which was withdrawn in 1939 and recofn;; 16;3 -
1940, the Bank approved 15 applications for a total amount o n,mn,and-
The number of requests for credit which were ‘re)ccted was sm o
involved small amounts. Since this type of lendxflg was begun 1.nl Con_,
rejections have resulted primarily from the unsatlsfactf)ry financia o
dition or the doubtful business prospects of the establishments requ

; i der
ing credit. Several applications, totaling $135,000, were still un
consideration at the close of the year.

G ived in 1940
The action taken by this Bank upon applications received in

: arized
and since the beginning of the program on June 30, 1934 is summariz
in the following table.

A

une 30, 1934—
pplications for industrial loans 1940 JDcC. 31, 1940
Federal Reserve Bank of Philadelphia e
Number: 15 223
el A R e i > 424
AL N MR Rl fr _1* 48*
el A AR 1 4 4
BAsE consideration,, Tt .__‘9‘3 e
e s 6
RO mber. . ..., 20 |
Dollar amount: ©30 081.000
> : $7,153,000 L S hab i)
RITPT?V(’;I .................................. 7/500 15'828'833*
(;]t?:('fg(\wxx —200,000* 21351000
§EE coneideration |01l 135,000 L
Total amount

* One applic

$7,095,500 ‘ $58,265,000
$200,000 - idered and ¢ wved in
ation for $200,000 withdrawn in 1939; reconsidered and appre

1940

Total income received on advances and commitments for lnd‘us-
trial loans since the middle of 1934 amounted to $1,277,100, of which
5171,500 or 134 per cent was absorbed by realized IO?SCS il n'CCCSSQ‘r‘)"
feserves against losses, Expenses incurred in the extension of this cr?( 1(;
amounted 1o $389,900, leaving a net income of $715,700 for the perio
% 4 Whole, OF hs amount, $350,000 was paid to the Trcasury. of thc’
nited States, Tepresenting earnings on funds turned over to this Bank

for the purpose of extending credit under section 13b. The experience
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of the Federal Reserve Bank of Philadelphia as well as of other institu-
tions engaged in this type of lending indicates that a substantial degree

of risk is involved and larger than customary reserves are required as
a protection against possible loss.

Volume

The volume of work at the Federal Reserve Bank in-
of work

creased substantially in 1940 with the expansion in general
business and banking activity. The number of ordinary
checks handled advanced from 97,200,000 to 100,400,000 in the year,
and the dollar amount from $23,500,000,000 to $26,900,000,000. An

additional 16,800,000 items were handled in packages by the automo-
bile run service.

The volume of Federal Reserve notes of th
cxpanded to $411,000,000 at the end of 1940 from $349,000,000 a year
carlier. Because of the increasing demand for hand-to-hand currency,
the number of notes returned to the Bank advanced only about 3,000,000

to 169,400,000. In the case of coins, over 295,000,000 were counted in
the year as against about 273,000,000 in 1939,

is Bank in circulation

The volume of subscri
securities received b
31,116,000,000 in 193
offerings of new sec
District were reduce

ptions for direct and guaranteed government
y the fiscal agency department declined from
9 to $816,000,000 in 1940, owing to a reduction in
urities of government agencies. Allotments in this
d from $223,000,000 to $121,000,000, but the number
d, redeemed, or exchanged increased. In the case of

e of coupons on government securities
handled by this Bank decreased slightly, and fewer work relief checks
were paid than in 1939. Owing to sharply i

the National Defense Program, however,

the number of government
checks handled was substantially larger th

an the year before,

The volume of other collection items s

howed little change in the
year. Transfers of funds declined somewh

at and extensions of credif
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to banks and businesses continued negligible. The work of some de-
partments, however, was increased substantially as a result of the
defense program. A large volume of information on defense and
general business activity and on problems involving the obtaining,
execution, and financing of government contracts was distributed in
the year. The Bank cooperated closely with business enterprises and
banking institutions in an effort to facilitate the general coordination
of industry, trade, and finance under the defense program.

The Bank held in custody for member banks an average of
$636,000,000 in securities during 1940 and cleared 451,000 coupons on
these securities during the year. The number of savings bonds held in
custody for purchasers increased to 9,823, or nearly double the number
d year carlier. The volume of security transactions handled for member
banks was again in excess of $300,000,000, but the number of transac-
tions declined from over 16,000 to about 14,400. The following table

indicates the number of various transactions carried on by the Bank
during 1939 and 1940,

Pieces or trans- Dollar amollfnts
actions handled (000,000's
_Volume of work (000’s omitted) omitted)
B ede:ia})lReserve Bank
o ila it
hiladelphia 1050 1940 ‘ 1939 \ 1940
Diﬁf‘ounts and ad | $11 $6
St and advances............. 3 1
gamency counted, ..., 0 166,628 | 169,301 677 pas
L T 273,420 | 295,186 26 28
NACy checkg ||ttt 97',232 100,442 23,467 26,922
ecks handled in packages by auto-
v "é”bl‘lc giLgervica Lo T 16,370 16,782 | ...... | eee; OF
Wopi, COvernment checks. . .00 3,117 3,821 669 795
YOrk relief checks, , . ; 5,613 4,676 160 126
"']C‘B('ll(m A AP SE po0 o 9, )
Oupons of U, S, g

Milui}t]\cics ......... 0. v.e.rnment ik 1,230 1,117 50 3?

e AllOther (notes, drafts wrd aiinnod s 335 197 2
funsters of funds .- oo PORS)- 56 54 3,197 3,105

":"”S' redemptions and exchanges b)'l.

Scal agency department: 340

9 Lovernment direc igati 240 396 K
o e 1

* Less tl;:m 500,
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3

An addition to the Federal Reserve Bank building was started in
1940 and is scheduled for completion in the summer of 1941. Designed
by Dr. Paul Cret and erected by Irwin and Leighton, the structure will
comprise six stories and a mezzanine, providing 22,500 additional
square feet of floor-space. The service departments will be housed in
the new addition, and parking facilities will be available in an under-

ground garage. In front of the building will be a fountain, flowers,
shrubbery, and flagged walk.

Earnings The income of this Bank from current operations, of
and which 95 per cent comprised earnings on government
expenses

securities, increased from $3,264,000 in 1939 to $3,607,000
in 1940. In spite of the increase in routine work and the
expansion of activities in connection with the defense program, expenses
were maintained at approximately the same level as in 1939, so that

current net earnings advanced from $923,000 to $1,240,000. Total funds
made available for distribution in 1940 reached

of $2,717,000. This compared with
in 1938,

a new high since 1932
$1,205,000 in 1939 and $1,053,000

Dividends again exceeded $700,000, and approximately $56,000
was paid to the Treasury of the United States, representing the earnings
on funds turned over to this Bank for the purpose of making industrial

advances. Nearly $1,950,000 was added to the surplus established under

section 7 of the Federal Reserve Act, and $1,000,000 was transferred
from this surplus to a resery

e for contingencies, increasing this reserve
to $3,000,000.
1‘;{5’"’587- The number of member banks in the Third Federal Res
ship

serve District at the end of 1940 was 651, or 1 less
year earlier. Four state bankin
vania and 2 in New Jersey,

than 2
g institutions, 2 in Pennsyl/
were admitted to membership, but one stat¢
bank member withdrew and its deposits were assumed by a n
bank and a mutual savings institution.

absorbed by or consolidated with other

ationa/
Four national banks werd

member banks, rcducing th¢
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Profit and loss account -
Federal Reserve Bank of Philadelphia 1939 1940
(000’s omitted)
Earnings from:

LR BEO AT P o B A L e e S o ey $7 $5

DI et T S e R i L 0 0

Industrial advances., . ... ... ..., ... e 133 121

United States Government securities. . . .. ... 3,070 3,426

S TR e e o PR D 54 55

pCElearningendsoi o bt o R e §3,204 $3,607
Expenses:

BOPETEHNg expenses®, ... ... .., iahs e $2,080 $2, 196

Cost of Federal Reserve CHITENCY, . Ayt ATINE S VAt 103 96

Assessment for expenses of Board of Governors, . ...... 158 165

dlotal niet expenses. .. ouuii e $2,341 $2,367
Current net CATIANGR L B R i The D0 e i $923 $1,240
Additions to current net earnings:

Profits on sales of U, S, Government securities......... $370 $979
ransfers of reserves in excess of requirements. ... ..... 33 518
skt N g 4 7

$407 $1,504
Deductions from current net earnings. ............. 125 27
Net additions 10 current net earnings. .. ............ $282 $1,477
Net farnings available for A1StributiontRE e $1,205 $2,717
Distribution of net earni =
A ngs:

D'f"! 1o Treasury of United States, Sec. 13b........... $ 0 $ 56
Wvidends paid to member banks .. . ... .. 725 714
ransferred from Shrplusi(Sectgh ) IEEs i o s e —22 0

Transferred to Surplusv(Secyhzer s LA il o MR 502 1,947%*

* Aft,

Xpenses er deducting reimbursements received for certain fiscal agency and other

ting:,;filefoo’ooo subsequently transferred from Surplus (Sec. 7) to reserve for con-

otal number of national b
state bank members incr
absorbeq WO nonmember

anks from 586 to 582, while the number of

cased from 66 to 69. Member banks also
state institutions.

d The total number of banks in the Third Federal Reserve District
eclined from 932 to 91

b 8 in 1940. Total assets, however, were expanded
om $5,217,000,000 to $5,408,000,000, of which approximately 73 per
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cent was held by member banks. Excluding mutual savings banks, thi
proportion of assets held by member institutions was about 84 per cen

The number and total assets of banks in Delaware and in the sec

tions of Pennsylvania and New Jersey included in this District are
shown in the following table,

Banks in Philadelphia L
Federal Reserve District Pcnn‘syl- New Delaware DlSt_f;lt
December 31, 1940 vania* Jersey* totals
(Dollar figures in millions)
R
s AL B L v T |
Number of banks
O i SR LTttt 759 105 544 918
Member banks. .., ..... . 000. o 548 Sy 19"‘ 651 o
Proportion—member of totallamt Bis 729, 809, 35% 71%
Total assets
O v SR Ll $4,622 $458 $328 $5,408
Member banks, ... ... cooreoir 3,417 325 2140‘ 3.950(_[
Proportion—member of total...,... 749, 1% 65%, 739%
S DTy : : e
* Portion of the state in Phil

adelphia Federal Reserve District,
# Includes 9 branches of nonmember banks,

The number of national banks with fiduciary powers was reduced

from 252 to 249 during the year, owing to the surrender of partial of

restricted powers by two banks and the absorption of another national
bank by a member trust company.

Directors  There were no changes in the membership of the Board
“;’ﬁd of Directors of this Bank during 1940, and one officer wa#
Officers

added to the official staff. At the reg

the autumn, C, Frederick C. Stout
banks of Group 1 to serve as a

and John B. Henning
as a Class A director.
Board of Governors of t}
The terms of each of th
ary 1, 1941,

ular elections held jp
was reclected by the
Class B director for a term of three years,
was reclected by the banks in Group 3 to serye
Warren F. Whittier was reappointed by the
he Federal Reserve System as a Class C director,
ese directors is for three years beginning Janu-
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As in 1939, Thomas B. McCabe served as Chairman of the Board
and Federal Reserve Agent, and Alfred H. Williams as Deputy Chair-
1an, serving by appointment of the Board of Governors of the Federal
Reserve System. These terms were continued for 1941. Howard A.
Loeb, Chairman of the Board of the Tradesmens National Bank and
Trust Company of Philadelphia, after serving for ten years as the repre-
sc‘ntativc of this District on the Federal Advisory Council, asked that
hls flame not be considered for reappointment. To succeed him, Wil-
liam Fulton Kurtz, President of the Pennsylvania Company for In-

stirances on Lives and Granting Annuities of this city, was selected to
*rve on the Council during 1941.

John 8. Sinclair, President of this Bank, represented the Federal
Reserve Banks of Philadelphia and Cleveland on the System Open
Market Committee from March 1940 to March 1941. W. J. Davis, a Vice
President, was designated in November as field representative of the
Director of Small Business Activities and of the Board of Governors
0 serve in facilitating the financing of defense production. John
McDowel], previously associated with the local office of the Reconstruc-

tion Finance Corporation, was appointed an Assistant Vice President
in July,

At the close of the year, there were 783 employees other than
officers in the Bank. This compared with 769 at the end of 1939.

2]
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Directors
as of March 31, 1941

Class A:
Joseph NOESEURARS 4 it el S o 1

Chairman of Board, Philadelphia National Bank,
Philadelphia, Pennsylvania.

George W. Reily............... % G T S I st 2
President, Harrisburg National Bank,
Harrisburg, Pennsylvania.

John B. Henning )
President, Wyoming National Bank,
Tunkhannock, Pennsylvania,

Class B:
C. Frederick C. Stout

John R. Evans and Company,
Camden, New Jersey.

Ry NCRon S0 o R L AT, et L 2
President, H. P. Cannon & Son, Inc.,
Bridgeville, Delaware.

Ward D. Kerlin

Secretary and Treasurer, Camden Forge Company,
Camden, New Jersey.

Class C:
Thomas B, McCabe, Chairman and Federal Reserve Agent, ,
President, Scott Paper Company,
Chester, Pennsylvania.

Alfred H. Williams, Deputy Chairman........... ... ...

ean, Wharton School of Finance and Commerce,
University of Pennsylvania, Philadelphia,

Warren F. Whittier. ,........
Lonicera Farms,
Douglassville, Pennsylvania,
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Officers

Joun S. SincLa, President

FRANK J. Drinnen,

2 : L. E. DoNALDsSON,
st Vice President

Assistant Vice President
C. A. MclLnenny,

T C. A. SIENKIEWICZ,
ice President and Cashier

Assistant Vice President
W. J. Davis,

P Joun McDowgLL,
1ce President

Assistant Vice President

Ernest C. Hiy,
$]

P, James M. Toy,
ice President

Assistant Cashier

WiLLiam G. MCCREEDY,

e Y Artaur E. Posr,
‘ Sistant Vice President Secretary
‘ PuiLie M. Poorman, Auditor
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