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1949: Is Recession
“Just Around the Corner”?

Analysis of the business outlook
suggests that recession will stay

“just around the corner” in 1949.
Prices, on the average,

are likely to move sidewise.

But there will be many ups and downs
in individual lines, and soft spots

will show up more frequenily.

The relationship between money and goods
is likely to be better balanced

than it has been for several years.

Yet holdings of money and

other liquid assets are huge,

% and money turnover is increasing.
Inflationary forces are still present.
Neither boom nor slump is “inevitable”
unless we make the error of relaxing,
thinking that stability can be achieved
without effort.

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




) S

L
B
o
-
i- >
4

igitized for FRASER

ttp://fraser.stlouisfed.org/

ederal Reserve Bank of St. Louis




PED, RES,
THE "BUSINESS REVIEW

1949: 1S RECESSION "JUST AROUND THE CORNER"?

Prosperity was first declared to be “just around the
corner” in 1930—and it stayed there for almost a decade.
Recession, in like manner, has been “just around the
corner” for three years now. There have been times,
it is true, when our economy really seemed to have
reached the turn. For example, in 1947 the end of
“filling the pipelines” was expected to bring the re-
cession, yet in our January 1948 Business Review we
were able to characterize 1947 as “the year of the slump
that never came.” Doubts returned early in 1948 after
a sharp break in the commodity markets, but business
rebounded with the aid of a tax cut and new plans
for armament and foreign aid. In short, this country
has had three post-war boom years, despite the constant
prospect of “imminent” recession. All this is clear and
simple—in retrospect.

Most observers now look toward 1949 with serious mis-
givings, and there are some reasons for believing that
current pessimism has sounder basis than that of early
1947 and 1948. Perhaps the most significant is the fact
that 1948 was generally a year of slowing down. While
most of the important indicators of business and finan-
cial activity continued upward during the year, they
exhibited a definite tendency to slow down and level
off. This alone is not conclusive evidence that recession
is coming in 1949. The other possibilities are that busi-
ness will level off on a high plateau or that current doubts
are a symptom of just one more—but perhaps a more
significant—period of hesitation in the rising trend.

The analysis which follows suggests that recession will
stay “just around the corner” during 1949. The trend,
in broad aggregates, is likely to be sidewise. Divergent
tendencies, however, will be in evidence to a greater
extent than in 1948. Both inflationary and deflationary
forces will be at work. The two should be in close
balance but if they are not, it is the inflationary forces
which are likely to be the stronger particularly in the
latter part of the year. This conclusion is derived by
measuring the flow of money against the flow of goods.
Since the war, spending has increased more rapidly
than the physical output of goods and services, and prices

have risen. The money-goods equation is likely to be
in better balance during 1949 than it has been for sev-
eral years. Prices, on the average, are likely to be fairly
stable, though there will be numerous departures from
the general trend by individual commodities.

BUSINESS AND FORECASTING

A note as to the nature of this forecast. The problems
of business and government require a continuous ap-
praisal and re-appraisal of the business outlook in the
light of changing conditions and policies. A once-a-year
prophecy is dramatic, but of questionable practical value.
The business outlook as it is developed in this article
should be regarded as part of a continuing analysis, not
as an unconditional prediction-of-things-to-come.

Prediction necessarily accompanies the making of de-
cisions. An estimate of the future effect of today’s
actions is usually the most important influence on one’s
final judgment. The more careful the analysis of what
is to come, the better the decision is likely to be.

A forecast of business activity, therefore, should be a
tool for business and government policy makers. As
such, its worth cannot be measured by matching it against
the events that actually occur. A good forecast is one
that helps in making the right decisions—right, that is,
with respect to some stated objective. To cite a common
example, the banker who on the basis of current sales
trends and other indications, predicts in January that
his borrower’s inventory will be unbalanced in June,
advises steps designed to avoid that probability. If the
borrower takes those steps and is successful in keeping
his stocks in line, then, come June, his business is safe
and profitable. The forecast was a good one. It helped
achieve the desired objective. It is this kind of forecast-
ing-with-action that the Federal Reserve and the business
community must engage in. They are actors as well
as observers in the economic scene and cannot be in-
different to what they see ahead. Some of the strategic
factors bearing on expenditures of money and produc-
tion of goods in 1949 are analyzed below.
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THE BUSINESS REVIEW

CONSUMPTION EXPENDITURES

By far the largest segment of gross national expenditure
is consumer spending for goods and services. A glance
at the accompanying chart will show that such spending
has increased steadily throughout the war and post-war
periods—since the beginning of 1947, at a slowly de-
clining rate. Consumption expenditures depend on three
basic factors. One is personal income—wages, dividends,
net farm income, and other receipts by individuals. In
the fourth quarter of 1948 it was estimated at a rate of
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$216 billion a year—over 6 per cent ahead of the same
quarter in 1947—reflecting higher wage rates, bigger
profits, and greater employment. The second factor is
personal taxes. Taxes took less spending power away
from individuals in the fourth quarter of 1948 than in
the previous year, the rate of federal taxation having
been reduced in the spring of 1948. Disposable income,
therefore, the amount consumers have available to spend,
has increased at a somewhat faster rate than income
before taxes—8 per cent in a year. Actual spending did
not increase as fast as disposable income, however;
and this was because of the influence of the third factor—
saving.

Not every family has been saving, of course; some have
spent more than their current incomes by drawing on

past savings or by using consumer credit. Consumer
credit outstanding has established new record highs
month after month. But for this, total net saving might
have been almost $3 billion greater during the past year.
Nevertheless, all consumers, taken together have been
saving increasing amounts of their incomes since 1947.
On the basis of the best estimates now available, the
ratio of net savings to disposable income in the fourth
quarter of 1948 was 7.9 per cent. This was the largest
dollar amount of savings since the beginning of 1946,
some time before the post-war buying spree hit its full
stride. Ordinarily, it is safe to say that, over the long
pull, retail sales and payments for services vary directly
with disposable income. But the events of recent months
have shown that in the short run, at least, they need
not vary in a fixed proportion. And a real “buyers’
strike,” if it occurred, could cause an inventory pile-up,
cut-backs on orders, and serious lay-offs.

RETAIL SALES

In this connection, the trend of retail sales during the
last few months is noteworthy. In the first ten months
of 1948, retail sales had been running about 11 per cent
ahead of the same 1947 period. Department store sales
were behind that rate of advance. The retail sales index
had moved sidewise for some time, however, indicating
that a leveling off point might have been reached. And
when in November, department store sales began to
show declines from year-ago levels week after week, some
thought that a definite downturn had begun. In the
Third Federal Reserve District, November department
store sales were off 12 per cent from October on a season-
ally adjusted basis, and were 4 per cent below the
previous year. Preliminary estimates for December show
substantial improvement in that month, but it is doubtful
that the Christmas season of 1948 exceeded the record
of 1947 by a significant margin. All retail sales, as re-
ported by the Department of Commerce, including auto-
motive, building materials, and food sales, did not slump
so badly in November as department store items, but
the index was below the average of the preceding months.

An analysis of departmental sales in Philadelphia dur-
ing the November slump and the December recovery sug-
gest some possible explanations for the disappointing
season. They do not point to any such conclusion that
the consumer has used up all his money and has stopped
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buying for good. Men’s clothing sales were off in Novem-
ber, perhaps in anticipation of drastic price cuts. Men’s
furnishings were not. Extensive price reductions in
men’s clothing drew a truly phenomenal response in
December. Women’s coat and fur sales were poor in
November, but dresses and, particularly, suits made a
good showing. In this case the weather is a logical ex-
planation. Jewelry, books, and other items that are
usually sensitive to an income squeeze, did well in com-
parison to the previous nine-month period. The same
was true for eating and drinking places among all retail
stores.

The poorest sales performance in November, continuing
into December, was in major appliances—refrigerators,
washing machines, and other household equipment, and
in radios and phonographs. Some observers attribute
this to the influence of Regulation W, Federal Reserve
control over instalment credit, which was re-imposed in
September. Department store credit statistics would seem
to bear out this interpretation. Although charge-account
credit continued to account for a rising proportion of
total sales, October saw a significant decline in the rela-
tive share of instalment sales. However, furniture sales,
which are also subject to the regulation, showed little
deviation from recent trends, indicating that factors
other than Regulation W may be important. With im-
mediate delivery on almost all items, for instance, a
seasonal buying pattern may be reasserting itself.

The experience of one or two months cannot explain
away a real squeeze on consumer incomes if it exists,
but neither can it be cited as definite evidence of re-
cession. Certainly it does not negate the facts of record
employment, high (and still rising) wages, growing
dividend payments—all making for new highs in total
personal income and disposable income. Nor does it
offset the existence of large liquid asset holdings which,
although they may be somewhat less evenly distributed
than a year ago, nevertheless provide a considerable
support for spending. Reductions in farm prices have
reduced the share of national income going to farmers;
but this may mean a shift of spending power to city
dwellers who typically buy goods and services more
readily than rural consumers. This is not to deny the
existence of real hardship on the part of a sizable—and,
perhaps, growing—group of families whose incomes have
not kept pace with prices. So far, however, this group
has been a relatively small minority and it does not ap-
pear to be a controlling factor in the situation.

Reports of lay-offs and work-week reductions have been
frequent in recent weeks, particularly in soft goods in-
dustries. Whether these will become sufficiently important
to impair wages and salaries significantly in 1949 de-
pends on many developments elsewhere in the economy.
They are not sufficiently important now. Moreover,
barring widespread unemployment, gradually rising wage
rates seem destined to push earnings up in many lines
for some months to come. If a “fourth round” of na-
tional proportions occurs, it is not likely to begin until
mid-year, and, if food costs decline further, union de-
mands are likely to be moderate. There is little doubt
among leading industrialists in this area, however, that
the demands will come; and there is little doubt that
moderate demands will be met. Congressional minimum
wage legislation appears at this time to be a probability.
A 75-cent minimum wage, as proposed by the President,
would increase average pay in several industries, espe-
cially in “low-wage” districts.

Farm income, another large segment of total personal
income, is expected to decline somewhat in 1949. The
price support program, however, will limit the decline
and mitigate the possible ill effects on farm purchasing
power.

On balance, it now appears that the drop in expendi-
tures at the end of 1948 was more a temporary result of
special events than the start of a general downturn in retail
sales. Any rise in personal incomes is likely to be slower
in 1949 and will probably be interrupted more fre-
quently than it was in 1948. Increases in dollar sales
over 1948 also are likely to be small. Tax policies of
Government, the price-wage actions of business and labor,
and credit policy will be big factors to watch.

INVENTORIES AND ORDERS

The year-end decline in sales apparently has had a
marked effect on the department stores’ purchasing pol-
icies. Reports from large stores in the Third District
indicate that they have shortened up on their commit-
ments and have made every effort to keep inventories
low. In spite of their extreme caution, the stock-sales
ratio at the end of November climbed a little above the
level of 1947. However, as the result of four successive
months in which new orders were held below those of
the previous year, outstanding orders were down so
far that the ratio of stocks-plus-outstandings to sales was
at the lowest point for any November in eight years. A
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mid-winter sales recovery may reveal that the depart-
ment stores are in a “short” position, and could relieve
suppliers of some of the pressure they have felt in the
last six months.

This would be a temporary situation. On the whole,
inventories at all levels of trade and manufacture are
now adequate. A few lines—mainly steel products—are
low; several—like men’s clothing—are, or were, a little
higher than their owners would like to see them. But, in
general, it seems that businessmen have attained and
have become accustomed to stocks-sales ratios slightly
below those of the pre-war period. Inventory accumula-
tion will probably be moderate from now on. In the
near future, at least, the strong financial position of
business will preclude forced liquidation of inventories
in any appreciable amount, though it may be expected
that more competitive conditions will bring about a
continued, though gradual, rise in the failure rate.

Most order backlogs declined during 1948 and will
probably continue to decline as production expands in
1949. Manufacturers’ new orders were well above 1947
for the year, but the fact that they have not continued
to rise has caused some concern. The backlogs will be
filled some day. Will new orders then be sufficient to
keep industry running at capacity? Merely matching
backlogs against orders will not give the solution to the
problem. New orders figures are difficult to interpret.
The effect of defense expenditures and new capital out-
lays is uncertain. The year 1949 will undoubtedly see
the return of seasonal fluctuations in output in many in-
dustries, and the average level of unemployment may
creep upward slowly from its present minimum; but as
long as over-all demand remains near present levels,
peak or near-peak production probably will be main-
tained in most important lines.

CAPITAL OUTLAYS

All observers agree that the volume of expenditure for
plant and equipment during 1949 will be a crucial factor
in shaping future trends. Large capital outlays stimulate
the heavy goods and construction industries and are a
very powerful expansionary force. As business expanded
and modernized during 1946 and 1947, expenditure for
new factories, machinery, railroad cars, and stores grew
steadily. Despite high costs this trend continued into
1948; but by the middle of the year it was evident that

the increase had leveled off. Fourth-quarter outlays ap-
pear to have just about equaled those of the previous
year. Many of the estimates made early in 1948, how-
ever, have proved too low. Investment plans did not
dry up as many had feared. Far from it. Total ex-
penditures for new plant and equipment by American
business in the past year are now estimated by the De-
partment of Commerce at $18.8 billion—15 per cent
above 1947. This is the largest annual private capital
investment in the nation’s history, in physical as well
as in dollar terms.

For the coming year there is evidence that spending for
plant and equipment may not change materially from

BUSINESS EXPENDITURES ON NEW PLANT
AND EQUIPMENT
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present levels. In manufacturing, the largest single seg-
ment of the total, there have been many reports that ex-
isting post-war plans are nearing completion. The results
of a survey of Philadelphia manufacturers made by the
Federal Reserve Bank of Philadelphia in October in-
dicated that capital outlays during the following twelve
months would be less than the previous year’s by about
16 per cent. Experience with previous surveys has shown
that the expenditure estimate for Philadelphia may under-
state considerably the national trend. It is significant,
moreover, that in Philadelphia some lines—notably iron
and steel and apparel—expect increasing expenditures,
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partially offsetting sharp declines in such industries as
paper and printing and textiles.

Utilities and railroads in the Philadelphia area expect
to maintain a volume of plant and equipment expendi-
ture in 1949 which is close to that of last year’s. Quar-
terly estimates by the Securities and Exchange Commis-
sion and the Department of Commerce for the nation
show, in fact, that, unlike manufacturing, these two seg-
ments of industry continued to expand their capital out-
lays during 1948. Wartime shortages did not permit these
industries adequately to maintain existing facilities, let
alone to keep up with population and general industrial
growth, and their backlog of needed capital expansion
and improvements remains large.

The fact that some industries are still expanding their
plant and equipment programs will prevent a decline
in total capital expenditures, at least during the early
part of 1949. Preliminary estimates for the first quarter,
based on anticipations of business firms, place the total
somewhat above the dollar volume of first quarter 1948,
Notwithstanding many arguments to the contrary, it
is difficult to believe that later reductions will be sharp.

DETERRENTS TO INVESTMENT

High costs of construction are frequently cited as a com-
pelling reason for curtailment. Undoubtedly this has been
and is now an all-important consideration for many
firms. Yet many have built and will continue to do so
despite it. Against the cost of acquiring new equipment
must be set the competitive costs of not acquiring it.
This principle is most obvious, perhaps, in the case of
merchandising. A new store front down the street may
make several stores undertake new improvement pro-
grams regardless of their original intentions. Against the
cost of acquiring new equipment, too, must be set the
expectation of reward from its use. When one is un-
certain as to how long it will be before construction
costs come down substantially, if they come down, the
prospect of high profits is a powerful incentive to expand
or modernize,

The profit incentive was very great throughout 1948.
By the third quarter, corporate profits after taxes had
reached a record rate of nearly $22 billion a year.
Granted that this figure includes nonrecurring “inventory
profits” and reflects, in some cases, inadequate depreci-
ation allowances, it is nevertheless an excellent showing.

It represents a higher percentage of income originating
in corporate business than has been the case in any
year since the end of the war—even if all “inventory
profits” were subtracted. But although there is often
a tendency to do so, today’s rate of profit cannot be
extended indefinitely into the future and many business-
men doubt that 1948 profits can be maintained, either
by reason of increased taxes or diminished business activ-
ity. In connection with the latter, it is pointed out that
break-even points are high in many industries and cannot
stand production or price cut-backs. This may, indeed,
be true in some degree, though the extent of the problem
is difficult to determine. Yet even this may encourage
investment under present circumstances. In order to
increase efficiency and cut unit costs, more firms may
be induced to invest in new machinery and plant mod-
ernization.

This raises another question, one that was prominent
throughout 1948. Will there be sufficient capital avail-
able to finance large-scale investment in the months to
come? Shortages of funds, general credit stringency,
have been characteristic of the peaks of former booms
and have heralded their collapse. Some observers claim
to have had glimpses of this situation in 1948; but at
the end of the year it seemed that these must have been
fleeting. A record volume of investment had been financed
without difficulty, and a capital funds shortage was far
from being imminent. Most plant and equipment expendi-
ture is financed out of internal funds—undivided profits,
depreciation allowances, and liquid asset holdings. Phila-
delphia manufacturers expect to finance 90 per cent
of their 1949 outlays with their own funds, indicating
very little reliance on the market or the banks. Thus
current profits are not only an incentive to further in-
vestment, but also an important source of funds—a
source which seems now, along with others, to be ade-
quate to support substantial plant and equipment ex-
penditures. Government security holdings of corporations
are smaller than last year, but they are still quite large.
Corporate issues for new capital in eleven months of
1948 were 40 per cent larger than the previous year,
and although these included a higher proportion of debt
issues than many would like to see, the upward trend in
interest rates was too mild to be a very effective deterrent
to larger borrowings.

Despite low interest rates, however, many firms are
reluctant to borrow, and for them the level of corporate
taxation in 1949 is particularly important. Many projects
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have been delayed pending the Congressional decision on
taxes. How large a tax boost would be required to
freeze out substantial expenditures is difficult to say,
but there is no doubt that corporate taxation at this
stage is a powerful instrument of economic policy. It
is difficult to tell, too, to what extent an increase in
tax rates has been anticipated by certain firms. The
possibility should not be ruled out that an increase in
taxes which is smaller than expected may actually give
rise to new expansion plans.

HOUSING AND OTHER CONSTRUCTION

November 1948 was the sixth consecutive month of the
decline in non-farm housing starts. It was the fourth
month in which fewer homes were started than in the
corresponding period in 1947. Although the 925,000
new non-farm dwelling unit starts in 1948 exceed those
of the previous year by about 10 per cent, it appears
that the first post-war housing boom has passed its peak.
Residential construction contract awards in the fall were
close to the level of 1947, but the trend was down. The
Departments of Commerce and Labor estimate that despite
the probability of a slightly higher average cost of con-
struction during 1949, private housing expenditures will
be about 8 per cent below last year.

A slowdown in housing construction will occur not
because the backlog of housing needs has been filled nor
because materials and labor will not be available, but
because the most urgent and the higher-priced demands
have been met. Today’s buyers, and tomorrow’s, will
require a lower-priced home than most of those now
available. At lower prices, and rentals, the demand for
housing will undoubtedly be strong and the apprehension
with which many mortgage lenders view the present mar-
ket may be somewhat diminished. The level of actual
housing expenditures during 1949 may well depend on
the ability of the construction industry to build a truly
low-cost unit.

Legislation which may be passed during 1949 places
a big question mark in the housing picture. Last -year
FHA Title VI, section 608, insurance on large rental
projects, was restored and extended until March 31, 1949,
and other lending and guarantee provisions were lib-
eralized. The net effect of this legislation is not clear.
The Business Review for September 1948 pointed out
that although some buyers had been forced out of the

market, due to their inability to obtain credit on easy
terms, mortgage credit outstanding had been steadily
increasing. It questioned the proposition that measures
which merely stimulated the flow of credit could increase
materially the volume of construction. Although mate-
rials supply conditions will be easier in 1949, the same
question will be pertinent. Legislation which merely
eases credit may increase price more than volume.

Direct public housing construction may be authorized
during 1949 and, if so, might add to the number of low-
cost units being built. Such a program, if undertaken
at all, would probably be extremely limited in scope and
considerably delayed. Other types of public construc-
tion, however—hospitals, schools, highways—will cer-
tainly increase greatly. State and local governments, as
well as the Federal Government, have postponed many
necessary projects which can be put off no longer. For
many of these, expenditures have already been authorized
and contractors are being sought. The Federal Works
Agency estimates that public construction outlays will
increase by 25 per cent in 1949, bringing the total to
about $5 billion.

Prospective increases and decreases in the various
categories of private and public construction expendi-
tures in 1949 point to the possibility of a moderate in-
crease in the total over the past year. This may mean
very little change in the physical volume of work accom-
plished. Construction cost trends, legislation, and the
nature and scope of the defense program will be im-
portant influences. So will the profit expectations of
business. Private “investment construction” is undoubt-
edly the most uncertain element in the entire situation.

FOREIGN INVESTMENT

Expenditures by foreigners for the products of American
business declined in 1948. Net foreign sales by private
business dropped to $1.8 billion from nearly $9 billion
in 1947. Restricted buying and greater selling by for-
eign nations were responsible for much of the drop, but
in part the decline reflects a shift in the financing of ex-
ports—from loans, which show up in “private” economic
accounts, to grants which appear as Government expendi-
tures. Any increase in our export surplus—public and
private—during 1949, as aid programs hit their full
stride, is likely to be slight.
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GOVERNMENT SPENDING

The last and, in many ways, the most critical area of
expenditure is Government spending. Unfortunately, it
is also among the most uncertain. But one thing is fairly
sure: spending by states and local governments is likely
to continue rising rapidly. This is no small item, run-
ning at an annual rate of over $15 billion currently, or
two-fifths of all Government purchases of goods and
services. Ever since the end of the war these expenditures
have been rising at a rapid rate, reflecting increased cur-
rent expenses such as salaries and wages and large capital
outlays for roads, schools, and the like. As noted earlier,
there are still many essential needs, accumulated during
the war period, for new institutions and improved high-
ways which cannot be postponed. These alone will help
to sustain the boom. It is to be hoped that state and local
governments will confine themselves to the most urgent
expenditures until materials become more readily avail-
able and price pressures subside. In the event of a slump,
a backlog of public works could be helpful in restoring
prosperity. If, however, state and local governments are
unable to hold off and, instead, bid competitively for
scarce materials, they will further aggravate inflation.

It is also quite certain that Federal Government spend-
ing will increase. The real question is, how much? After
the war, declining defense expenditures made Govern-
ment spending a much less important part of the economic
picture than it had been for a number of years. But
despite efforts to economize, total budget expenditures
have been considerably larger than generally expected
for a peacetime economy. The truth is that we have not
returned to the type of peacetime economy which we
used to have. The effects of war are still very much
with us. Of total budget expenditures during the first
eleven months of 1948, over one-fourth was for national
defense, another sixth was for the Veterans Administra-
tion, and more than one-tenth was for payment of in-
terest on the national debt. Furthermore, the problem
has become more than one of economizing in existing
activities, for international developments in early 1948
called for new programs of foreign aid and domestic re-
armament which have increased total spending once
more. Neither of these is by any means completed, so
that a further rise in the rate of spending seems virtually
assured for the next few months at least. Beyond that a
great deal will depend on national policies which will be
subject to change depending on current developments.
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Continued international tension would help support in-
flation, tending to counteract any weaknesses which may
develop in the private sector of the economy. And even
there, declines may be offset by other Government action.
An outstanding instance is the support of farm prices,
which may require increased Government spending dur-
ing the coming months,

The prospect, then, is that Government spending will
be more of an inflationary influence in 1949 than it was
in 1948—just how much more it is impossible to say
until congressional intentions are made clear.

THE MONEY FOR SPENDING

The several types of expenditures discussed above all
involve the use of money. The money supply and the
rapidity with which money is passed from hand to hand
will have a strong influence on business developments
during the new year.

As can be seen in the chart, the total amount of money
available for spending by individuals and business was
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a little less at the end of 1948 than it was a year
earlier. Whether the money supply continues at this
level during 1949 will depend primarily on three im-
portant factors: the inflow of gold, the trend of bank
lending, and fiscal-monetary policies.

The inflow of gold, which in 1948 added $114% billion
to bank deposits and reserves, has been slowing down
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and is not likely to be so large in 1949. Similarly, the
growth of bank loans has recently become a less im-
portant inflationary force. During the first half of 1948,
bank lending experienced a definite slow-up, having risen
less than three-fourths as much as in the comparable
period of 1947. Several explanations were advanced:
bankers were exercising more caution, pressure was being
applied by the authorities, and some companies were
raising funds through issuance of securities rather than
bank borrowing. During the third quarter of the year,
however, loans rose rapidly again at about the same
rate as in 1947. In the last few months of the year the
trend defied the usual seasonal pattern and once more
indicated a definite slackening in lending activity. In
the second half of 1948, loans rose only about half as
much as in the same period of 1947. Business loans
have increased less. Some prospective home owners have
been priced out of the market, many of the more urgent
needs for mortgage credit have been met, some banks
are approaching their mortgage lending limits, and banks
in general have tightened their lending terms. Lending
to consumers, particularly for purchases of used cars,
experienced a marked slackening after Regulation W was
put back into effect in September.

It is too easy to conclude from these trends, however,
that lending has ceased to be an inflationary problem.
For although activity of banks has slackened, lending
by nonbanking institutions has continued at a rapid rate.
In order to make many of these loans, insurance com-
panies and other such lenders have sold Government
securities. In the absence of other buyers, the Federal
Reserve has bought these securities to support their price.
These purchases have increased bank deposits directly,
and by increasing bank reserves have made possible
even further expansion of bank lending.

ACTION TAKEN IN 1948

The problem of maintaining orderly conditions in the
Government securities market and at the same time re-
stricting the expansion of the money supply was, in fact,
at the core of fiscal-monetary policies during 1948. In
the process of supporting the market, the Reserve Banks
increased their holdings of Treasury bonds by $8.1 bil-
lion, adding to the reserves of member banks. These re-
serves made possible a much larger expansion of private
credit and the money supply. To a considerable degree,

therefore, fiscal-monetary policies were concerned with
offsetting in one way or another these additions to bank
reserves.

The Treasury’s cash surplus (the amount by which
cash receipts from the public exceeded cash payments
to the public) was the strongest anti-inflationary weapon
available in 1948. In the first quarter of the year it rose
to an unprecedented $6.4 billion. The principal reason
for the large surplus was that tax receipts were main-
tained at an extremely high level by high tax rates and
large incomes. But a tax bill, originally estimated to
result in a loss of more than $5 billion, was passed in
April and made applicable to the entire year. Exemptions
were raised, rates were reduced, and other changes were
introduced to lighten the tax burden.

The cash surplus was directly anti-inflationary because
by draining off funds from individuals it removed money
from the spending stream. But the monetary conse-
quences were much more far reaching than that. When
the Treasury transferred funds to its accounts in the
Federal Reserve Banks it reduced bank reserves. These
funds were prevented from returning to the reserves of
commercial banks when they were used to retire Gov-
ernment securities held by the Reserve Banks. This pol-
icy put continuous pressure on member bank reserves,
making it more difficult for banks to expand credit and
inducing bankers to be more cautious.

Another step, a continuation of a policy begun in
mid-1947, was to raise rates on short-term Government
securities. This made short-term Governments more at-
tractive to investors, enabling the Federal Reserve Banks
to dispose of some of their large holdings and thus put
additional pressure on bank reserves. At the same time,
rising rates on short-term Governments spread to com-
mercial paper and other types of private credit which
became more expensive and more difficult to obtain.

Largely as a result of the higher rates on short-term
Governments, the Federal Reserve was able to dispose
in the market of $2.2 billion of these securities during
1948. Holdings of commercial banks and other investors
rose correspondingly. Thus, market sales together with
cash retirements enabled the Reserve Banks to reduce
substantially their holdings of short-terms, exercising a
significant dampening effect on bank reserves.

As short-term rates rose, the Reserve Banks increased
their discount rates twice during 1948. Although banks
were not borrowing much from the Reserve Banks, the
discount rate had to be kept in line with other short-term

ttp://fraser.ﬁkﬂﬂs%.org/
ederal Reserve Bank of St. Louis




THE BUSINESS REVIEW

rates to prevent banks from resorting to heavy borrow-
ing. Moreover, a rise in the discount rate had the psy-
chological effect of being another official indication that
credit expansion was considered too rapid.

A third step was to raise reserve requirements. During
1948 reserve requirements were raised three times, in-
volving in all approximately $3 billion of reserves. Dur-
ing the first half of the year higher reserve requirements
for central reserve city member banks, together with the
Treasury surplus and higher short-term rates, put con-
siderable presssure on the reserve positions of member
banks—more than offsetting the inflationary effects of
an inflow of gold and currency and Federal Reserve pur-
chases of Government bonds.

The prospects for the second half of the year, however,
were not so bright. The large Treasury surplus would
not be available; reserve requirements were at their legal
limits except for two percentage points for central re-
serve city banks; and as long as the System supported
the Government security market it stood ready to buy
whatever Governments lenders wished to sell in order
to expand private credit. In view of these limitations
and the prospect for a renewed expansion of credit, the
System asked Congress for additional authority to raise
reserve requirements. The Board of Governors was
granted temporary authority to raise maximum reserve
requirements against demand deposits by as much as
four additional percentage points, and against time de-
posits by one and one-half additional percentage points.

In September the Board took action under this new
authority, raising requirements against time deposits the
full one and one-half points, and against demand de-
posits by two points. Reserve requirements were in-
creased by almost $2 billion, or approximately the amount
by which total reserves have risen since the new legisla-
tion was passed. Thus, while higher reserve require-
ments and an outflow of currency, together with net sales
and retirement of Federal Reserve-held securities were
putting pressure on bank reserves, funds were being sup-
plied by gold imports and Federal Reserve purchases of
bonds.

ALTERNATIVE ACTIONS FOR 1949

To the extent that the dual policy of the Federal Reserve
—a policy of restraining credit expansion and at the
same time maintaining orderly conditions in the Gov-

ernment security market—is carried over into 1949, steps
similar to those taken in 1948 may be necessary as an
offsetting measure.

The Treasury’s net cash surplus during the first half
of 1949 is likely to be considerably less than in the same
period of 1948, but will be higher than originally esti-
mated. In the second half, however, there is likely to
be a substantial cash deficit. Precise estimates are im-
possible, but the general prospect is that a cash surplus
cannot be the major anti-inflation weapon that it was in
1948.

In addition to taxes, of course, the Treasury will take
in some cash from sales of savings bonds. During 1948,
sales exceeded redemptions by $2.2 billion. To a con-
siderable extent this was made possible by special sales
of over $1 billion of bonds to financial institutions during
the Security Loan Drive, but the level of sales to indi-
viduals exceeded redemptions throughout the rest of the
year as well. The trend of net sales will depend primarily
on the trend of personal incomes which may very well
still be upward, but probably not at the rapid rate of
the recent past. On the other hand, there have been some
indications recently that consumers are saving more of
their incomes and spending less—a trend favoring sales
of savings bonds. Nevertheless, everything considered,
it is likely to prove more difficult to maintain net sales
of savings bonds in 1949 than it was in 1948.

During the new year, Treasury policy cannot be used
as effectively as it was in 1948 to combat inflationary
forces. What other instruments might be available to
combat such inflationary pressures as may arise? In
the first place, short-term rates could be allowed to in-
crease further. Inasmuch as large-scale cash retirements
will be impossible in 1949, any substantial reduction of
the Federal Reserve short-term portfolio will have to be
through market sales. The next maturing issue is in
February; following that there will be marketable se-
curities (besides Treasury bills) maturing every month
except May, August, and November. Whether the rates
are raised further will depend to a large extent on the
business outlook and the need for further pressure on
bank reserves. If short-term rates rise, the authorities
also have the power to advance the discount rates of
the Reserve Banks further. Finally, the Board of Gov-
ernors still has the power to raise reserve requirements
against demand deposits of member banks in central
reserve cities by four additional percentage points, and
of reserve city and country member banks by two per-

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

Page 11




THE BUSINESS REVIEW

centage points. Such action would increase requirements
by about $2 billion at current deposit levels.

VELOCITY

Trends in the money supply itself are not the only things
to be considered. The rapidity with which money turns
over has been becoming an increasingly important factor.
Demand deposits of banks in large cities outside New
York turned over, on the average, 19.4 times in the first
eleven months of 1948 as against 18.1 times in 1947.
The velocity of money is reaching pre-war levels once
more after a substantial decline during the war. Its be-
havior during 1949 will depend to a large extent on the
attitudes of business and consumers. If they believe, as
has been suggested recently, that prices are due to de-
cline, they are likely to postpone purchases and reduce
the turnover rate of money. On the other hand, the public
has enjoyed nearly a decade of prosperity; over one-
third of the wage earners have never been through a
depression; accumulated savings still provide a com-
fortable backlog. So there are strong reasons why the
current uncertainty could be dispelled by a return of
boom conditions. In this event velocity is likely to in-
crease further. In either case—whether we have deflation
or more inflation—velocity may prove an aggravating
factor which can be extremely important.

MONEY, GOODS, AND PRICES

The entire economic picture for 1949 is brought into
focus in the relationship between money and goods.
Whether we have inflation, deflation, or stable prices
during 1949 will depend on the relationship between
money and goods. For example, a rise in the volume
of money being spent without a corresponding increase
in the physical production of goods and services will
force prices further upward.

Analysis of the money side of the money-goods equa-
tion reveals definite indications of a slackening in some
of the forces making for inflation. Yet inflationary in-
Some types of expenditures
are still increasing. And even if, as some believe, in-

fluences are still with us.

creased production of goods and the rise in prices
may have balanced the money-goods equation, we
should keep in mind the tremendous volume of spend-
ing power latent in the public’s holdings of liquid assets.

A wave of optimism could increase substantially the
rapidity with which money is used.

What can be expected in the way of production to meet
demands from consumers, business, and Government?
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In wartime, or even as late as last year, this was simply
a problem of estimating physical capacity. The pressure
of demand was so strong in all lines that full utilization
of plant and labor force was assured. This is not com-
pletely true for 1949. As has been said, most important
industries will be required to work at or near peak
capacity. But we have already experienced sporadic cut-
backs in soft goods lines because of insufficient demand,
and there are indications that output of some appliances
may be near the saturation point. To an increasing ex-
tent, though the problem may not attain major propor-
tions in 1949, the volume of output will depend on the
ability and willingness of industry to lower prices. The
alternative may be less production.

At about 191 in December 1948—still short of doubling
the pre-war rate—the index of industrial production was
close to the year-ago level. The average for 1948 was
well above 1947, but the rate of output had not shown
an appreciable rise for many months. To a minor de-
gree, especially toward the end of the year, this was due
to deliberate curtailment in nondurable industries. But
for the most part, it was simply a reflection of the fact
that existing equipment could not produce any faster.
The construction industry and the utilities seem to have
made greater gains, but these were minimized by short-
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ages of both materials and labor. Agricultural output
was up appreciably. The nation was working, perhaps
not as hard as it might, but obviously as hard as it wanted
to. Reports of increased efficiency were more numerous.
Over a million and a half workers were added to the
labor force during 1948, bringing the total to 61.4 mil-
lion. Less than 2 million were unemployed at the end
of the year. Projecting these trends into the future, a
reasonable guess might place the maximum possible over-
all increase in physical output at not over 5 per cent
in 1949.

Future price levels cannot be determined with accu-
racy, but this analysis suggests that on the average,

INDUSTRIAL PRODUCTION

UNITED STATES

INDEX 1935-392100 INDEX
SEASONALLY ADJUSTED
DURABLE -~ a -
A T
200 200
150 150
100 L agata toted o i d v guv g e a el s a gt i s v £ 3100
19486 1947 1948
¥ PRELIMINARY

prices may be expected to move sidewise during 1949,
with the possibility of an upturn, especially in the second
half of the year—stronger than that of a decline. Recent
trends support the “leveling off”” idea and indicate that
prices are likely to be “soft” in the early months of 1949.

The consumers’ price index has declined since September
and at the end of the year was only about 3 per cent
higher than at the end of 1947. Wholesale prices have
declined since August, and in December were actually
slightly below the previous year’s level.

Not all prices will move with the average. In fact,
it is likely that there will be considerable divergence
among the various groups of commodities and services.
Some lines have already experienced a readjustment and
may not decline further. Others, like building materials,
which have just passed a peak, may continue down-
ward for some time. Prices of metals and metal products,
which rose all during 1948, may continue moderately
upward. Farm products showed the greatest decline dur-
ing 1948. On the average they are still about 9 per cent
above parity and they can, and probably will, decline
further before the support program stops them.

* * * * *

A “forecast” derived by measuring the flow of money
against the flow of goods suggests that economic barom-
eters are leveling off, but that inflationary forces are still
decidedly present. Although the possibility of recession
exists, the threat of inflation is not over. This does not
mean, of course, that either of these unfavorable devel-
opments must occur. The forecast points to the wisdom
of being prepared for them. Policies designed to combat
both must be flexible and actions must be delicate,
Certainly it would be unwise to relax on the assumption
that stability will be achieved and maintained without
effort.
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BUSINESS STATISTIGCS

Production
Philadelphia Federal Reserve Dislrict

Production Workers in Pennsylvania

Factories

Adjusted for seasonal variation Not adjusted
_Per cent change Summary Estimates—November 198
Indexes: 1923-25 =100 Nov.| Oct. | Nov.| Nov. 1948 | 1948 |Nov. | Oct. | Nov.
1948 | 1948 | 1947 from from |1948 | 1948 | 1947 Weekly
11
Employ- Weekl Man-Hours
I:L% :';gr i’;?.{. ment Payro Worked
facturing......... 1,106,700 ($58,960,000 43,864,000
INDUSTRIAL PRODUCTION.| 111p| 109 | 111 |+ 2 0 2 | 113p| 114 | 113r All manul 14 ,106, # ,864,
MANUFACTURING. . .... e 1123 110 | 113 |+ 2 0 i 2 ”53 116 | 115 Nur?ible EI oods mdus!.nes 30,500 | 37,247,000 25,408,000
Durable goods. ............. 126p| 122 | 121 |+ 2 [+ 4 [+ 4].....|..... SR o wooss 476,200 | 21.713.000 | 18.456.000
Consumers’ goods. .........| 102p| 100 | 102¢|+ 2 |— 1 |+ 2 |- .. [ 0000 7 JOduters . o : gitey el
Metal productS......covevenas 145 | 141r| 141 |+ 3 |+ 3 |+ 2 | 146 | 147r| 142
Textile products............. 71p| 71 1r 0 0|+ 7 74p| 75 741
Transportation equipment....| 123p( 129 | 140r|— 5 | =12 [~ 4 | 118p| 123 | 132¢
gogd pmdugta.(,’d. Rty 125p| 132 134 [+ 2 -T' v ; 3 1'.5“());: {37 137
obacco and products........} 126 | 109 | 113 |[+15 11 411 34 | 135 . .
Building materials. ... 111 55p| 51| 53r(+ 8|+ 4|+ 7| s5p| 55| 50r Changes in Major Industry Groups
Chemicals and products. ..... 178p| 169 | 169r|+ 5 |+ 6 [+ 7 | 178p| 172 | 169r
Leather and producla ........ 99p| 89 (102 |4+10 |— 3 |+ 1 94p| 95 97
Paper and prioting. ......... 112 | 115r| 120 [— 2 |[— 7 |— 2| 113 | 116 | 121 Employment Payrolls
Individual Lines
Pigiron........... e 100 | 101r| 107 |— 1 [— 7 0] 101 | 100r| 108 Per cent Per cent
BEEeIE. < e o0 Vs alelely . 121r| 120 [+ 4 |4+ 5 |+ 4] 121 | 121r] 115 Indexes Nov.| change Nov.| change
Iron castings........... 91 80 [—6 |+ 7 0 87 9 81 (1939 average =100) 1948 from 1948 from
Steel castings. ...... 5 115 9 |— 7 |+12 |— 2] 100 | 109 89 In- In-
Electrical apparatus. ........ 197r| 202 (+ 3 0 0| 215 | 214r| 214 dex | Oct. { Nov.| dex | Oct. | Nov
Motor vehicles. ......... seo+l 25 29r| 49r|—12 [—49 (—34 22 26 43r 1948 | 1947 1948 | 1947
Automobile parts and bodies..| 107 | 106r| 143 [+ 1 [—25 |—14 | 98 | 100 | 132
Locomotives and cars. ....... 73r| 64 |— 3 |+11 |410 66 69 60 All manufacturing. ........ 129 0|—1}1306| -1| +7
Shipbuildng. .......... Bk AT EJNEN PRt N E D T e SO S Durable g oods |ndustnes. .| 156 0 0}354| —1| +8
Silk and rayon......... 89| 87 [(-1(+2(+6] 8| 9| 88 Nondurable goods
Woolens and worsteds 75p| 72 69r|+ 5 |+ 9 |+11 82p| 7 15¢ Induateieg., .. )0 Ve i 105 | =1 |— 3 | 249 0| +5
Cotton products........ eeser] 32p] 34 39 |— 4 |—16 |—14 | 34p| 35| 41 o SRR 131 00— 2| 264 0| +5
Carpets and rugs. ........... 97p| 103 | 92r|— 6 |+ 5 [+21 | 108p| 114 | 101r Tobacco. .. 105 | 42| o|244| +4| + 4
Hosiery ., .csvoccovinncs -] 73 75 72— 2|4+ 2 |+13 83 83 82 b T PN G RS e 84 0|—2]224| 41| 4+ 7
Underwear.. ....ceooeees eeee.] 133 | 111r| 148 (+20 |—10 |— 1 | 134 | 121r| 150 Apparel, ....... A 90 | -2 |— 6| 225 0| —3
ement. .... cerareenerreans 97p| 83 86r|+16 [+12 |+15 95p| 93 84r 4 T R R 92 | —2|—-3)206| -5 | + 1
BrieK ) s v sl ns vaie csvee] 61 60r| 60 l+1i+1 60 61 60 Furniture and lumber prods 97 0|—5]1239} 41| +1
Lumber and products. ....... 28| 27r| 29 0|—6(+3] 28| 29| 30 e R R e e 121 0l—-1]219]| +2| 4+ 8
Bread and bakery products...|.. . .|.... . [... . -3|=2|—1]111|114 ] 113 Printing and publishing. ...| 134 | —2 |— 5| 280 | —2 | + 2 2
Slaughter ng, meat packing...| 104 | 105 | 112 |[— 1 [— 8 |+ 3| 113 | 110 | 123 Chensoals, .. .\ vsiss v st 125 0|+ 3)267 | -3 | 411
Sugar refining............... 48 | 75| 156 |—36 |—69 |—17 | 31 63 | 102 Petroleum and coal prods. ..| 157 | +1 |+ 6 | 329 | +2 | +21
Canning and preserving......| 217p| 194 | 217r|+12 0 |— 3| 237p| 259 | 236¢ PP . o oo sssnrannnnns 137 | =3 |-151219| -2 | -8
Cigars..........c.0000 EERE 113 |+15 |+12 |+ 5 | 153 | 136 | 136 Lenther. . ..., 0" e 86 =2 |-121186| -1 | — 9
Paper and wood pulp........ 98 |+ 4|—71|4+3] 91| 90| 98 Stone, clay and glass.......| 137 0(+1]309| -2 | +10
Printing and publxshlng 125 1—8l—721—3 1117 ] 121 | 126 Iron and steel....... saanivos FAE 0|+ 1] 327 0| 413
L DS e | S SR 111 |+10 |— 7 |4 1 97p| 102 | 105 Nonferrous metals.........| 141 | +1 |- 7| 312 | =3 | + 2
Leather. goat and kid.. 92 |+11 |+ 2 |+ 2 91p| 88 90r Machinery (excl. electrical).| 207 | =1 |— 1457 | =2 | + 5
Explosives............. 93r|— 7 [+14 (415 | 106 | 114 93r Electrical machinery....... 236 | +1 |+ 1519 -1 |+ 7
Paints and varnishes.... 103 [+ 1|+ 3|+ 8] 110 | 113 | 106 Transportation equip.
Petroleum products... .. 231 [+ 8 |4+ 5 |+ 6 | 242p| 227 | 232 (excl. aute). . i .. via 246 | +3 |+15 | 478 | -3 | 4+19
Coke, b nroduct ....... 181 |+ 9 |+ 9 |+ 3| 189p| 178 | 174 Automobiles and equipment.| 127 | —6 |—30 | 270 | —6 | =30
COAL M f' ......... 7|—-3|—5|—1 75p| 76 78 Other manufacturing....... 139 0/4+ 212871 471 4+ 7
Anthracm, ............. T =1 1= 3 0 3 74 5
Blt,ummous ...... s 94 |—11 | =16 | =10 88p| 96 | 104
CRUDE OIL...c....-cco0ssme 282 [+ 6 |+ 3 0] 281 | 273 | 274
ELECTRIC POWER—Output..| 498 | 490 | 467 |4+ 1 [+ 7 [+ 7 | 517 | 505 | 486
gaim, t.ot.al(;l ................ gél 507 | 471 |+ i + g “-}-_10 52 507 ;8? 3 5 o 4
ales, to industries......, 8 | 382 | 368 |— 8| 376 | 370 7
BuLes. 0 industries ... Average Earnings and Working Time
T(;‘TAld, A‘NII'I\‘RDST 1;2 120 132 ; 5 |+31 +5; 187 | 186 | 143
esidential. . ..... 154 | 152 | 109 |+ 1 [+40 |+45 | 172 | 175 | 123 Weookl Houd Weokl
Nonresidentialf. ............ 168 | 164 | 168 |+ 2| o0 |+57 | 168 | 158 | 168 4 et d Ssniif
Public works and utilitiest....| 236 | 263 | 125 210 ' 489 |49 | 272 | 277 | 144 pombellon | | Tetiey | Tt Heon
from year agg Aver- Aver: Aver
* Unadjusted for seasonal variation. p—Preliminary. ’ z ’ i "
t 3-month moving daily average centered at 3rd month. r—Revised. - age |Ch'gel age |Ch'ge| age (Ch'go
All manufacturing....[$53.28 |+ 8 [$1.344 |+10]| 39.6 | — 1
Durable goods indus.. .| 59.07 |+ 9 | 1.466 [+ 9 | 40.3 0
L 1 Busi Conditi * g = et AR +8]1.176 [+10 | 38.8 9
industries i 5 . A
oca usimess on ltlons Food..,s.+ 5 44.80 |+ 7] 1.106 |+ 8] 40.5 | — 1
Toba0O. . ccouayssses 30.53 |+ 4 769 (+3139.7( +1
Percentage Building T, . o cionnsnsin 47.49 |+ 9] 1.209 |+11 | 39.3 | — 2
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November employment payrolls value sales T SR e 41.67 |+ 4] 1.062 |+ 8|39.3| — 3
1948 from Furniture and lumber
month and Oct. | Nov. | Oct. | Nov. | Oct. | Nov. | Oct. | Nov. | Oct. | Nov. Prodocta., ; ..k cese 45.65 |+ 7| 1.061 [+ 8| 43.0 | — 1
year ago 1948 | 1947 | 1948 | 1947 | 1948 | 1947 | 1948 | 1947 | 1948 | 1947 BRGRS - o TR 49,97 |+ 8| 1.140 (410 | 43.8 | — 2
- Printing & publishing..| 58.89 [+ 8 | 1.580 |+11 | 37.3 | — 2
Allentown...... 0| —3) —2| —1}—28|+154| + 7| +30]| + 8| +30 Chemieals. . .. ...\ s 50.79 (+ 8| 1.281 |+10 | 39.7 | — 2
Altoona........ +2|4+2|-1|+4+5]- 7|+120| +14| — 6| — 2| +16 Petroleum and coal
Harrisburg. . ... 0| —2] — 3| 411 |+221 |+151 +10| +1| - 7| 411 Prodiaots., .« soeives 63.69 |+14 | 1.618 (+14 | 39.4 | + 1
Johnstown...... 0 —2]+1)] 412 1+128 |+ 72 0] —1| +16 Rubber. . 3 s 50.49 |+ 8] 1.459 |+11 | 34.6 | — 3
Lancaster. . 0| +5)4+1| 4+13|—95(—96| +9| —2] -25| — 9 BAREHRY. - i «ionsniend 37.19 |+ 4]1.041 [+ 8|35.7| — 4
Phlladelphm. BN 0| —2 0| +4}—17|—-44)| -7 0| +2| 416 Stone, clay and glass. .| 51,51 |4+ 9 | 1.271 (4 8 | 40.5 0
eading........ 0(+2| +3| +4+14|—33|—54| +14| — 1 L e ol Iron and steel. . ... veo] 62,32 |4+11 1 1.539 |+ 9| 40.5| + 2
Scranton. ...... 0| -1} -1 +6|+236|+246| — 1| — 5 0| +16 Nonferrous metals....| 57.62 |+10 | 1.440 |+11 | 40.0 | 4 0
e e Rl R (SO, PRI 1 vese = 2014+ 8] +4] — 3] 420 | 415 Machinery (excl. elec.) 56.05 |+ 6| 1.387 |+ 8| 404 | — 1
Wilkes-Barre.... 0| +5|-3|4+11|+7T1|-53]| +3| -2 —-4|+1 Electrical machinery..| 61.42 [+ 5] 1.530 (+ 7| 40.1 | — 1
Williamsport....| + 1| + 3 0l +101—- 42|+ 20)......]...... -5 4+ 5 Transportation equip.
Wilmington..... 0| +1} -1} 410}|—64|+37] —9| —5] — 4| +29 {excl, anto) . 5. vvava 59.25 |+ 3]|1.583 (+9|37.4| -5 2
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-
Distribution and Prices
Per cent change
Wholesale trade Nov. 1948 1948 Adjusted for seasonal variation Not adjusted
Unadjusted for seaso; from rom
FE—. Month| Year 1.},, Per ceut change
ago | ago | 1947 Indexes: 1935-1939 =100 Nov.[ Oct. | Nov.| Nov. 1948 | 1948 |Nov. | Oct. | Nov.
= 1948 | 1948 | 1947 from frlolm 1948 1948 | 1947
Toml of all lines.......... 0] +2|4+3 Month| Year | mos.
goods. . sevesesee] = 5] =12 | — 7 ago ago | 1947
glectncul supphen weees| 15| 433 | + 7 I
ATOCeries........ soesanel =8N T | + 4
" Hardware..............| +14 | = 7| — 2 RETAIL TRADE
Jewelry. ..ccceveecannn +20( +7] +9 ales
Paper.... Siielne s e cesees] =20 | = 5| 4+ 1 Department stores—District. . e 269 | 307 | 281r| —12 | — 4| + 9| 356 | 322 | 370
Inventories Phlladelphm ceeees| 246 | 267 | 255 | — 8| — 3| + 7| 335 | 296 | 347
Tﬁtu] of n‘ghnes SeweRey ] = % i}?[ e Women’s apparel —Ir?ﬁlt.r:ictl e ..| 258 | 277 | 282 | — 7| — 9| + 3| 294 | 307 | 322
W BOOAD. oo snisininname et i T = r A% PRI «  _ _  Philadelphia........ 261 | 268 | 289 | — : -1
gﬁccterrnlc:‘}supphes ilg iz ..... . Fu.rmture.......‘.....ff.p. a....... ................ +g* —18*.f.?. 303 308 336.
Hardware. ... .. ...10] +19 [110000
Jewelry | A ‘ Inventories
PRPRE. . o oioiie s s sicnpmes i R “ Department stores—District........ «...| 264p| 251 | 239r| + 5
Phlladclphla eeevees| 235 1 220 1225 | 4 7
Source: U. S. Department of Commerce. ‘Women’s apparel —District............ 232 | 224 | 225 | 4+ 4
Philadelphia........ 253 | 248 | 251 | + 2
Furniture. cooeseceneeeoenonssss aih s mald eren s vesfusmnsl = 3
s o Per cent change from FRFIGHT CAR LOADINGS
‘ y IR SR e vee..| 133 [ 132 | 145 0| —8| —5] 134143
Prices 1948 |[Month| Year ?9"3"6 Merchandise and mlsccllaneous. et 121 | 124 | 133 | — 2| — 9| — 6] 125|132 {;g
ago | ago ]é'iorchandlse—l P U S wais :1’3 lgg 123 - g =17 | =16 | 75| 80| 90
2 2 I G U S I 7 e e -uaetaia " 12 o =15 — 6| 138 | 149 | 162
BH!!G commodltles 0:-): 2‘)] 1" 184 25 20
......... abia e 2. 41 22
(Aug. 1939 =100)...| 307 0] —13 | +207 COKE. i pion o 181 | 172 | 184 i 6 i 1 i 2 20.5; "fgé ;?12
{1!;16*!-;2!1150 164 1 3 T Forest products. ......... 741 751100 | — 1| —26| —11| 71| 88| 96
%9 =100)........ T 3 + +1 9 Grein and products....... 139 | 160 | 121 | =13 | +14 | — 9 | 157 | 160 | 137
v e ST il e ) Sl ilgg Livestock...... 70 65| 92| +7| —24| —23| 80| 76 | 105
mher".""IZ'III' 153 o| +8| +91
Living cost MISCELLANEOUS
83@;%13;100) izl =1 el + 15 %’J:.:.’Q:;"l?;ﬁ.edsa‘g?m' o R s o ...| 195 | 189 | 231r| + 3 | —16 | — 1 | 209 | 191 | 250
Philadelphia........ 172 | — 1| + 5| + 75 -
> Number. .. ... ....s o +14*% 4-37% 36 36 31
Food . = (3) i g ilég Amount of liabilities. . . e —62% +154 40 | 172 | 104
..... I3l X7 Check payments. ........c0vevunenn...| 230 | 261 | 2351 — 8 | + 2 +13 | 253 | 250 | 249
v 0| +9| + 48
Housefurnishings...| 203 | — 1| 4+ 7 [ 4102
UDEES s e e 152 0l +81 4 51 *Computed from unadjusted data. p—Preliminary. r—Revised.
Source: U. S. Bureau of Labor Statistics.
BANKING STATISTICS
MEMBER BANK RESERVES AND RELATED FACTORS
Reportli‘l;?‘ ‘x‘x:ember I;;c Changes in— Third Federal Reserve District Changes in wecks ended— cll:“'i‘gg‘
(Millions $) 1948 | Five | One (Millions of dollars) Dec.1 | Dec. 8 | Dec. 15 | Dec. 22 | Dec. 29 | weeks
’ weeks | year Sﬁurecs cg I'linds:] P
eserve Bank credit extended in district. .. .. -8 -9 +40 -1 =31 -
% Commercial transfers (chiefly interdistrict). . “+30 +36 “+10 +24 +46 +14g
Corarmsrcial ’1’;:;:. vl B38| +3| + 24 Treasury operations. .. ..coeeesesecensocess —28 —26 —-12 —20 —28 —114
Loans to brokers, ete....... Wl o1 | =T Total =& 41 +38
e b o] LY o (R 1 I R e +3 | -13 + 23
&ans on;enlkt;staua. —— ?; ety 1‘ H Yics of finds:
ans to banks........ ceen Currency demand. . ........ e s e e AT + 2 Y s sadinns 15 —20
Other loans...............| 277 + 2| + 45 Member bank reserve deposits . . . ........... -8 -8 +38 i15 +10 i 1?
Total 216 13 | + 79 “Other deposits” at Reserve Bank...... Faililams sngisiie R TR +3 -3
Tg::l g;‘:“- wmensstmusnnol SR ¢12 T Other Federal Reserve accounts. ....... TRl i e (R D ok 1 ) W e 5 son ekt wle e
Civernsneat socusities. ... o 131380 | —138 g v I e -6 + 1 +38 + 3 -13 + 23
Other securities. . .........[ 273 |...... 3
. Total investments. .......| 1586 | —60 | —132 Federal Reserve Changes in— Member bank Ratio
Bank of Phila. Dec. e x reserves Re- | Ex- of
Total loans & investments..| 2524 | —48 [ — 58 (Dollar figures in 29, Five One (Daily averages; | Held |quired| cess | excess
Reserve with F. R. Bank 570 | +15 | + 60 millions) 1948 | weeks | year dollar l?sun)es in to re-
i i walile ool 200 50 +5|+ 9 : oo ired
sl S SO L R R P ar o Diseiisant sdvencli® (0.3 I8 M B = =7 =
Other assets—net..........| 49| — 2| — 6 IWBOIAAL AORIB; o o < s e : e S AT RS
U. S. securities........| 1667.6 +25.2 + 97. 9 1947: Dec. 1-15..| $428 | $424 | $ 4 1%
Liabilit 1948: Nov. 1-15..| 455 450 5 1
Demand d:‘;o:;.'w'c;d,umd.. a1 | 46| —25 Total...............|$1687.3 |$+ 6.6 [$+105.8 Nov.16-30..| 457 | 450 | 7 | 1
Time deposits. ... ..ccoess.s 438 | =10 [ + 39 Dec. 1-15..| 452 | 446 6 1
U. S. Government deposits. . 63| =15 | + 25 Federal Reserve notes.. [$1672.3 [$+10.9 |$— 18.1
Interbank deposits. ... 850 | 121 — 87 - Membe hask deposite. | W55 | FlO8| S 8.6
Borrovins. .. ... 4| -18| + 4 U. S. general account. 98.8 | —40.2 [ 4 43.6 Country banks
Other liabilities. . . . 28| + 2| — ; l(')tt’l:elgﬁ deposs-ta..-- ses 45-% + 8-; + 15.9 igg= gw- {-}g ‘2321’ Sig “tlx 12%
B -2 er deposits. . ...... - = L0 leamasninn s vov. 1-l1o.. 4 1
CAREHIN SREE. u iy e * Gold certificate reserves| 1089.6 | —17.3 | {221 Nov.16-30..| 84 | 442 | 45 | 9
Reserve ratio. ........ 39.2% | —.5% | — 9% Dec. 1-15..1 481 439 | 42 9
-
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