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THE LABOR MARKET

In a review of recent labor market devel-
opments, two facts stand out as of major
importance. The first is that the year 1948
was one of record peacetime levels for activ-
ity in the labor market. Civilian employ-
ment, man-hours of work performed, aver-
age hourly and weekly wages, and aggregate
wage and salary payments were all at new
high levels. Notwithstanding the further
exceptionally large expansion of the labor
force, unemployment was slightly below 1947
and was lower, except for the war years, than
at any time since 1929.

The second fact is that activity in the
labor market has receded in recent months.
A moderate, but cumulating, weakness in
the demand for labor has apparently been
developing. By February seasonally adjusted
employment in nonagricultural establish-
ments had declined substantially from the
end of last year and from the record level
reached last fall and was moderately lower
than in February 1948. Average hours of
work in manufacturing have been reduced,
layoff rates have been stepped up, and hiring
rates have been cut in recent months. Un-
employment increased considerably more
than seasonally from the low levels of last
fall and by early February was higher than
at any time in the postwar period. In early
March, as indicated by weekly claims filed
for unemployment benefits, unemployment
was still rising but the rate of increase ap-
peared to be slackening.

Associated with the recent easing of de-
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mand for labor and the moderate reductions
in living costs since early last fall, there has
been a slackening as compared with earlier
postwar years in the rate of advance in aver-
age hourly earnings. Weekly earnings in
manufacturing, which reflect hours of work
as well as hourly earnings, registered a small
decline in January. A large number of dur-
able as well as nondurable goods industries
showed declines from preceding months.
Total wage and salary disbursements season-
ally adjusted have declined somewhat from
their record high reached last November.

Recently wage increases have been denied
or have not been requested in some industries
in which wage increases frequently have pre-
ceded bargaining in the heavy industries.
This has been true, for example, among tex-
tile, clothing, and leather manufacturing
companies. In many other instances wage
increases of varying amounts have continued
to be granted. In general, the recent in-
creases have tended to be smaller than those
granted last year and have been much more
closely related to conditions existing in the
industries or companies affected. In many
important industries, such as steel, automo-
biles, electrical equipment, rubber, and coal,
bargaining over further wage increases has
not yet started this year.

GENERAL BACKGROUND

Record levels of labor market activity
reached last year reflected the strongly ex-
pansive and inflationary tendencies that had

219

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



THE LABOR MARKET

characterized economic conditions generally
since the end of the war. Similarly, easing
of the labor market since last fall has coin-
cided with the slackening in general demand,
as reflected in declining sales and prices.

The downward adjustment in employment
and prices, although occurring in many lines,
has not yet been of sufficient magnitude to
permit full appraisal of its significance.
Seasonal influences have been a factor in
the employment declines since last fall, but
they do not explain the reductions from
levels of a year ago. The widespread nature
and the generally moderate size of the re-
ductions in employment and man-hours from
a year ago, coupled with the continued large
volume of physical production, suggest the
possibility that productivity may have in-
creased on a broad front. Little in the way
of specific statistical evidence is at hand,
however, to provide adequate proof that
this has happened. The wearing down of
backlog demands brought over from the
war period, the filling of pipelines, the re-
duced needs for further inventory accumu-
lation, and the greater efforts of some con-
sumers to live within their means and of
others to provide more adequately for the
future are among the influences that have
probably contributed to the recent easing of
demand.

In this connection, it should be noted that
recent declines in employment and average
hours have been much more general and
somewhat different in many respects than the
short-lived and moderate reductions that oc
curred in the spring of 1947 and the spring
of 1948. Moreover, the recent reductions
in employment have been reflected more
directly in higher unemployment than in
the earlier periods, when the areas in the
economy that were still expanding strongly
were of more importance and the areas that
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were declining were fewer and less important
to total employment.

Until recently, adjustments had been
largely on an individual industry, or even
a specific product basis, with employment
in most industry divisions increasing or
at least remaining fairly even. In the
recent period, however, the declines in
employment have been very widespread,
especially among manufacturing groups,
although in most instances they have been
small in amount. Thus, in January 1949
all but one of the 20 industry groups in
manufacturing participated in the decline in
the number of man-hours worked from a
year ago. In private nonmanufacturing activ-
ities employment in January 1949, season-
ally adjusted, was below the peaks reached
in 1948 in all divisions, and the total was
slightly below a year ago. Government
employment, seasonally adjusted, was higher
in January 1949 than at any time in 1948.

Lasor Force

The total labor force, including about 1.3
million in the armed forces, averaged 62.7
million in 1948, as shown in the chart, or

LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
SELECTED YEARS, 1929-1948
ANNUAL AVERAGES

MILLIONS OF PERSONS MILLIONS OF PERSONS
70 70

EMPLOYMENT
RMED FORCES o

o AGRICULTURAL
q EMPLOYMENT

NONAGRIGULTURAL
EMPLOYMENT

1929 1933 1939 1941 1944 1946 1947 (948

Bureau of Labor Statistics data, 1929-1939, and Bureau of
Census data, 1941.1948,

FeperaL Reserve BuLreTIN

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



THE LABOR MARKET

1.1 million more than in the preceding year
and about 6.7 million more than in 1940.
Prewar trends in the relationship between
growth of the working-age population and
labor force participation would have called
for an increase in the labor force of only
600,000 from 1947 and of about 5 million
from 1940. Whether the more-than-expected
net additions reflect the ready availability of
ample job opportunities and the pressure of
higher living costs on family budgets or some
more permanent change in the labor market
is a matter of debate.

Structural analysis of the labor force shows
that a number of significant changes have
taken place since prewar years. A large pro-
portion of the extra additions to the labor
force since 1940 are women under 20 years
or over 35 years of age. These groups have
come into the labor force in sufficient num-
bers to much more than offset the less-than-
normal additions from the 20- to 34-year
group, which has been most directly affected
by the high marriage and birth rates of recent
years. The proportion of women in the labor
force increased from 28 per cent in 1940 to
32 in 1948.

Among men the percentage in the labor
force has increased only slightly; it was 85
per cent last year as compared with 84 per
cent in 1940. Increases in the groups of men
who are under 20 years of age or over 55
offset the lower percentage shown for the 20-
to 34-year age group. Veterans are concen-
trated in the latter age group, and about one
million veterans attending school were not
in the labor force.

The total labor force in the next year or
so may be expected to reflect the entrance
into the labor market of many veterans who
are now in school, in addition to the normal
increase in the labor force. Women in the
20- to 34-year old group may also enter the
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labor market in larger numbers than in the
recent past if the birth rate continues to
decline from its record level of 1947. Unless
a sufficient number of other workers volun-
tarily withdraw from the labor market, em-
ployment must increase to prevent unem-
ployment from rising.

ToraL EMPLOYMENT

Total civilian employment was at a record
level in 1948. The average for the year of
59.4 million was about 1.4 million above the
year before and almost 14 million higher
than in 1939. Employment of men in civilian
activities was at an all-time high of 424
million in 1948, while employment of
women, at 17 million, was about 2 million
below the wartime peak but was more than
5 million above 1939.

Agricultural employment, which fluctuates
widely within the year for seasonal reasons,
averaged 8 million or slightly less than in
1947 and was about 1.5 million less than in
1939 and about 2.5 million less than in 1929.

Nonagricultural employment averaged 1.6
million higher in 1948 than in the previous
year (Census series), 4.5 million higher than
in 1946, and 15 million or 40 per cent higher
than in 1939.

Domestic service employment has re-
mained relatively stable at about 1.7 million
during the last two years, following a sharp
increase in 1946 from its low war levels. The
number of self-employed has also remained
fairly stable at about 6 million, following an
increase of one-fourth in 1946 from the re-
stricted war levels.

MANUFACTURING EMPLOYMENT

Employment and average hours of work
in manufacturing industries usually respond
sooner and more sharply to weakening or
strengthening of general demand than do
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THE LABOR MARKET

many other divisions of activity. Reflecting
strong general demand in recent years, total
man-hours of work in manufacturing in
January 1949 (preliminary figures) were
78 per cent larger than in January 1939. The
expansion was heavily concentrated in dur-
able goods industries, which increased their
total man-hours worked by 118 per cent while
nondurable goods industries expanded 47
per cent. Expansion of employment was
the major factor in the increase in total man-
hours in both durable and nondurable goods
industries, but average weekly hours of work
also increased substantially.

The volume of man-hours worked in Janu-
ary 1949 was also well above that in early
1946 with the expansion in durable goods
industries again outstripping that in nondur-
able industries. In this three-year period
average hours of work were reduced some-
what, while employment increased consider-
ably. The following table shows percentage
changes in man-hours, employment, and
average hours of work in total manufac-
turing, and in durable and nondurable
groups, from one year ago, three years ago,
and prewar.

Man-HoURs, EMPLOYMENT, AND AVERAGE Hours or WORK
IN MANUFACTURING INDUSTRIES

Percentage increagse,
or decrease (-},
January 1949 from:

Item or industry 11329
Jan. | Jan. | Jan.
1948 | 1946 | 1939
Man-hours (millions, weekly)
All manufacturing. .. 501|—5.8 | 12.4 ]| 77.8
Durable goods. . .. 265(—4.7 | 21.3 |117.7
Nondurable goods. 236]—7.3 3.5 46.8

Employment (thousands
of persons)

All manufacturing. ............... 12,665 —3.7 . 64.8
Durable goods. . ............... 22.2 | 95.7
Nondurable goods.............. 71 41.1

Average weekly hours

All manufacturing................ 39.6 . .4
Durablegoods. ................ 40.5l-1.0 | —.7
Nondurable goods.............. 38.6 .3

-
e 2
wwo

Note.~—Based on Bureau of Labor Statistics data on employ-
ment and average weekly hours of production workers. Figures for
Janunary 1949 are preliminary.
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Examination of changes in man-hours
worked in manufacturing by major industry
groups shows that, following the broad ex-
pansion of employment in 1946, a process
of readjustment to peacetime labor needs
began in a few manufacturing industries
early in 1947 and subsequently spread to
more industries. In January 1948, when total
man-hours were 3 per cent higher than in the
same month of 1947, about half of the manu-
facturing industry groups reported fewer
man-hours of work than in January 1947.
Adjustment to lower levels of labor require-
ments came in nondurable goods lines to
a greater extent than in durable goods in-
dustries.

Between January and September 1948 em-
ployment and man-hours expanded moder-
ately, but by January 1949 employment had
dropped more than seasonally and average
hours of work had declined. As a result,
aggregate man-hours of work in every manu-
facturing group, except automobile produc-
tion, reached a level below that reported a
year earlier. In fact, the reductions were
sufficient to bring total man-hours in manu-
facturing below the level of two years ago;
the durable goods group was very slightly
below, but the nondurable group was con-
siderably below, the level of two years ago.
In comparison with three years ago, however,
man-hours worked in January 1949 were
substantially higher for total manufacturing
as well as for most industry groups.

In January 1949 man-hours worked in
manufacturing were 6 per cent less than a
year before, the decline of 7 per cent in non-
durables lines exceeding that in durable goods
industries. Among industry groups the
sharpest declines over the year were reported
in electrical machinery, furniture, textile,
leather, and rubber manufacturing. In the
iron and steel, stone, clay and glass, print-
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THE LABOR MARKET

ing, chemical, and petroleum groups the
reductions were quite moderate—none being
more than 3 per cent. The following table
compares man-hours worked in manufactur-
ing in January 1949 with those one year ago
and three years ago and with the prewar
level.

PERCENTAGE CHANGES IN Man-HOURs WORKED IN Manu-
FACTURING INDUSTRIES

Percentage increase,
or decrease (-),
January 1949 from:
Industry group

Jan.
1948

Jan.
1939

Jan.
1946

All manufacturing . . N

Durable goods...................... ...
Iron and steel and products ..
Electrical machinery..........
Machinery, except electrical
Transportation equipment, except auto-

...
3
—ANWw
—
S
S

mobiles 4 —5.8)—16.8) 282
Automobiles.................. . 4.9] 102.4| 121
Nonferrous metals and products. —6 6.1 97
Lumber and basic timber products. .. ... -3. 61.2} 107
Furniture and finished lumber products. .| —13 16.7] S7
Stone, clay, and glass products.......... —-1. 25.1] 85

Nondurable goods
Textile mill products. . ...........
Apparel and finished textile produc
Leather and products...........
Food............... ... .. .. oo =3

Paper and products. . . ..... g —4.
Printing and publishing. . .
Chemicals and products. ..
Petroleum and coal produc
Rubber products. .......... .
Miscellaneous industries. . . ............ ~7

|
&
'\XE"(‘_‘O‘ON\GN\IAM O W= D00 = )
Gy
A
> P .
PR CNMONO Ol OuRBNG BB ®

|

(%]
N I

-

<@

Note.—Based on Bureau of Labor Statistics data on the num-
ber of production workers and average weekly hours of work in
major industry groups, January 1949 figures uséd in computations
are preliminary.

The decline of 600,000 in manufacturing
employment, seasonally adjusted, between
September 1948 and January 1949 was fairly
substantial. Also it contrasted with the in-
crease of 300,000 in the comparable period
the year before when the general demand
situation was exceptionally strong. The
widespread nature of the recent declines in
factory employment and the lack of offset-
ting increases, rather than the size of the
declines, are perhaps the most significant
aspects of recent employment developments.
Among major groups there is little evidence
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of important expansive tendencies, although
in most industries employment has been
maintained at high levels.

The average work week in manufacturing
industries, which had remained in a fairly
narrow range slightly above the 40-hour level
in each of the three years 194648, has
moved toward a moderately lower level; in
January 1949 average hours worked were be-
low any January since 1941. Between January
1948 and January 1949 average weekly hours
of work declined almost a full hour, or by
over 2 per cent. All groups except trans-
portation equipment and automobile manu-
facturing participated in the decline. In
nondurable goods activities, average hours
dropped almost an hour and a half, or 35
per cent, from a year ago, as compared with
a reduction of less than half an hour, or one
per cent, in the durable goods lines. Declines
of an hour and a half or more were reported
in the furniture, textile, apparel, leather,
tobacco, and paper industries. Only slight
changes were shown in iron and steel, chem-
ical, and petroleum industries.

Important indications of the slackening
demand for labor have been the substantial
reductions both in the rate of hiring workers
and in the rate at which workers voluntarily
leave jobs. At the same time layoff rates
have been increasing sharply. These changes
were striking in the last two months of 1948
and in January 1949. The rate of hiring, 3.3
per 100 employees at work in January, was
well below the rate reported for any January
in recent years. With new jobs scarcer,
workers were quitting their jobs at the low-
est rate for any January since 1941. In con-
trast, the layoff rate rose sharply to the
highest January rate since the late thirties
and was over twice the rate reported in Janu-
ary 1948.

223



THE LABOR MARKET

EMPLOYMENT IN NONMANUFACTURING
INDUSTRIES

Nonmanufacturing establishments in Jan-
uary 1949 employed 28.5 million persons or
about four-fifths more than manufactur-
ing establishments, which had 15.9 million
employees. Although nonmanufacturing em-
ployment as a whole has increased by 9 mil-
lion or nearly 50 per cent since January 1939,
the percentage increase was somewhat less
than that shown for manufacturing. Con-
struction and Federal employment, however,
have increased relatively more than manu-
facturing since 1939. The chart shows
monthly employment since 1939 for non-
agricultural industry divisions.

EMPLOYEES IN NONAGRICULTURAL ESTABLISHMENTS

MILLIONS MILLIONS

o; EMPLOYEES MONTHLY, ADJUSTED FOR SEASONAL VARIATION OF EMPLOYEES
[} 12
MANUFAGTURING ]
DURABLE GOODS \
[ TRAOE 10
A o A
s R— 8
S~
P ) A e
P - ! ) l
- . g ;
- I MANUFAGTURING N L.
17 NONDURASLE GOODS | PR oty
M v,..'-'-\,“a’I ¥/~ Finance ano —] €
g SERVICE
| /i %
fose’ !
e /7
TRANSPORTATION
4 ' AND UTILITIES m—— T 4
! . | d
| reeeess <. ) L e eere™*""] STATE AND LOCAL
o~ P [ GovV'T
l FEDERAL GOV'T !
2 AN .l | | S
o/ TN [ 2
/ q \\_SONSTRUGTION |, ‘ l ‘
P e S |
i AN
° ] 0
1940 1942 1944 1946 1948

. Bureau of Labor Statistics data, adjusted for seasonal varia-
tion lb9}:1 gFederaI Reserve. Latest figures shown are for Janu-
ary .

In January 1949 nonmanufacturing em-
ployment was up 3 million persons or 11
per cent from early 1946. Employment in
construction, trade, finance, public utilities,
and State and local government increased
relatively more than the average, while serv-
ice and mining increased less than the aver-
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age. Transportation employment declined
as did Federal employment. Federal employ-
ment in early 1949 was substantially above
its postwar low, but was 500,000 or one-fifth
below its high level of January 1946, which
still reflected the large wartime expansion.

In the past year total employment in non-
manufacturing lines, as shown in the table,
has been relatively stable, but private employ-
ment has declined while both Federal and
State and local government have increased.
Transportation and service activities reported
fewer workers in January 1949 than in the
same month last year, while construction
and trade showed little change. The num-
ber in mining also showed little change, but
average hours of work at coal mines have
been declining, and coal stocks have been in-
creasing. Employment in financial estab-
lishments and in public utilities moved up-
ward last year and in January 1949 was con-
siderably higher than a year earlier. The
table shows the changes in employment in
nonmanufacturing activities and in manu-
facturing from one year ago, three years ago,
and January 1939.

EmpPLOYMENT«IN NONAGRICULTURAL ESTABLISHMENTS

Percentage increase,
or decrease ( —),
January January 1949 from:
1949 (in
Industry division thousands
of persons)| Jan. Jan. Jan.
1948 1946 1939
Total........... 44,346 —.6 13.4 | 53.2
Manufacturing. . ........... 15,875 -2.4 17.4 | 66.5
Nonmanufacturing . ........ 28,471 .5 11.3 | 46.7
Mining.................. 926 4 7.5 5.3
Contract construction. . ... 1,881 .5 54.2 [102.9
Transportation........... 2,740 —2.5| —-7.4139.3
Public utilities. . 1,257 3.8 29.2 | 53.3
Trade........ . 9,624 (1) 16.9 | 49.6
Finance...... 1,718 2.3 15.3 | 26.5
Service.............. ... 4,564 —~3.4 7.6 1 46.6
Government. . ... ......... 5,761 4.8 2.6 | 47.2
Federal................ 1,876 7.6 [—20.9 {119.4
State and local......... 3,885 3.5 19.9 | 27.0

1 Less than .05 per cent.

. Note.—Bureau of Labor Statistics estimates of full- and part-
time wage and salary workers in nonagricultural establishments.
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UNEMPLOYMENT

Unemployment during 1948 averaged only
2.1 million persons, slightly less than in 1946
and 1947 and about 7.5 million less than in
1939. Unemployment as a percentage of
the labor force averaged 3 per cent in 1948, or
about the same percentage as in the peak
prosperity year of 1929, but very much below
the rate of 25 per cent in 1933 and 17 per
cent in 1939.

Unemployment during 1948 followed the
usual seasonal pattern of higher unemploy-
ment in the winter months, when bad
weather curtailed outdoor activity, and also
in the summer, when youths on vacation
from school entered the labor force looking
for work. The smallest number of unem-
ployed, 1.6 million, was reported in October.
By January 1949 unemployment increased
to a total of 2.7 million and in February ad-
vanced further to 3.2 million. The increases
from earlier months were substantially more
than expected because of seasonal influences.
The level of unemployment in February 1949
was 600,000 higher than in the same month
the year before and higher than at any time
in the postwar period. The chart shows
unemployment in terms of quarterly aver-

UNEMPLOYMENT
MILLIONS OF PERSONS QUARTERLY AVERAGES MILLIONS OF PERSONS
4.0 4.9
EST.
s0 | 3.0
) \//\__//\I 2.0
1.0 1.0
(] o]
1946 1947 1948 1949

Bureau of Census; quarterly averages of monthly figures;
first quarter of 1949 estimated by Federal Reserve from Census
reports for January and February.
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ages, which indicate the recent trend more
clearly than monthly figures.

Claims filed for unemployment benefits
under both the State and the veterans’ pro-
grams also have reflected the general easing
in the demand for labor and the growing
unemployment in recent months. The num-
ber of continued claims filed under both pro-
grams totaled about 2.5 million at the end
of February, more than double the low level
in October 1948 and about 700,000 or two-
fifths above late February last year. Under
the special program for railroad workers
80,000 persons were receiving unemploy-
ment benefits in mid-February this year as
compared with 51,000 a year earlier.

The number of initial claims filed, which
tends to reflect the incidence of new unem-
ployment, increased sharply from last fall
to early January but has declined somewhat
since then. However, in early March such
claims were still substantially larger than
in the corresponding period last year. The
downward trend in number of initial
claims since early January and the relatively
small increases in continued claims in recent
weeks suggest that total unemployment in
early March may still be increasing but at
a slower rate than earlier in the year.

All States have reported substantial in-
creases in the number of claims for unem-
ployment benefits under their programs as
compared with the same periods last year,
which attests to the general and widespread
character of the readjustments that have been
taking place. In many States the number of
continued claims has doubled. For the
nation as a whole the rate of unemployment
among persons insured under State unem-
ployment programs was almost 6 per cent
in mid-February 1949. In some States, how-
ever, the percentages were very high. In
Oregon, Washington, and California the
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THE LABOR MARKET

rates were around 12 per cent, and in Rhode
Island and Tennessee they were almost 10
per cent. Maine, New Hampshire, New
York, Idaho, Utah, Arkansas, Nevada, and
Montana all had rates of 7 to 9 per cent.
In some of these States exceptionally bad
weather was a factor. In Pennsylvania and
West Virginia and in most of the industrial
States in the Midwest, the unemployment
rates were below the national average.

Wace CHANGES

Increases in hourly earnings during 1948
were not reflected in increases in wholesale
and retail prices to the same extent as during
1946 and 1947. Thus, in December 1948
average wholesale prices were slightly below
the level of a year earlier, owing largely to
substantial declines in prices of farm products
and foods. Average prices of all commodities
except farm products and foods were 5 per
cent above December 1947, and within this
broad group prices of some products, such
as metals and metal products, were con-
siderably higher than a year ago while some
other prices were lower. Consumer prices
were only 3 per cent higher in December
1948 than in the same month of 1947
and were about 2 per cent below the post-
war peak reached in August and September
1948. In contrast to these small changes in
average prices, average hourly earnings of
wage earners in nonagricultural industries
were 7 per cent higher in December 1948
than in the same month a year earlier.

Since last December average wholesale
prices and consumer prices have declined
further; in February consumer prices were
probably little, if any, higher than in Feb-
ruary 1948 and wholesale prices were lower.
However, average hourly earnings in manu-
facturing increased further in January and
probably in February as well.
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For most individual industries and specific
products, it is not possible to make accurate
comparisons of wage increases and price
changes because of lack of comparability of
the statistical series and the difficulty of select-
ing proper periods for comparison. In some
industries prices apparently advanced as
much as or more than wages, as was the case
rather generally in 1946 and 1947. But in
some other industries wage increases in 1948
were followed by price stability or price re-
ductions, which presumably were made pos-
sible by savings in costs of materials or other
nonlabor items, by enhanced productivity,
or by lower profit margins, which were ac-
cepted voluntarily or forced by competition
in the product markets.

In the period from December 1945 to
December 1946, which includes the first post-
war so-called “round” of wage increases,
wage advances were widespread, general, and
large—averaging 14 per cent in terms of
hourly earnings of nonagricultural wage
earners, according to the index compiled by
the Federal Reserve Bank of New York. The
range among the major activities shown
separately in the index was from 12 per cent
in construction to 16 per cent in public
utilities. During 1947 further large increases
occurred with average hourly earnings in-
creasing 11 per cent. In this period the per-
centage increases were somewhat less uni-
form in amount but were quite general
among industries. The range was from 9
per cent in trade and services to 16 per cent
in mining. During 1948 wages continued
to advance, but the increases were generally
considerably smaller than in the preceding
year and much more differentiated in amount
and selective in application among indus-
tries, companies, and workers. The average
advance was 7 per cent, and the range among
major activities was from 6 per cent in trade
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THE LABOR MARKET

and services to 10 per cent for construction.
The following table shows these changes in
hourly earnings, together with changes in
consumer and wholesale prices.

AVERAGE HoURLY EARNINGs 1IN NONAGRICULTURAL INDUSTRIES
CoMPARED WITH CONSUMER AND WHOLESALE PRICES

Percentage increage, or
decrease (—):
Dec.
1948
Item or industry indexes| Dec, | Dec. | Dec. { Dec.
(1939=1 1947 | 1946 | 1945 | 1945
100) to to to to
Dec. | Dec. | Dec. | Dec.
1948 | 1947 | 1946 | 1948
Average hourly earnings of
wage earners:

Total.................. 207 7 11 14 36
Manufacturing. . ..... 218 8 12 15 39
Mining. ............. 212 9 16 14 44
Public utilities........ 182 6 10 16 36
Construction. ........ 208 10 13 12 40
Trade and service. . ... 204 6 9 14 32

Consumers’ prices

(allitems).............. 172 3 9 18 32
Wholesale prices

(all commodities)....... 211 -1 16 32 52

SourcE.—Average hourly earnings of wage earners, Federal
Reserve Bank of New York; consumers’ prices and wholesale
prices, Bureau of Labor Statistics.

In the first two postwar years weekly earn-
ings advanced by about the same percentages
as hourly earnings, but in the last year they
increased a little less than hourly earnings
because of the reduction in average hours
worked. In the first postwar year consumer
prices advanced sharply and increased con-
siderably more than weekly earnings. As
a result, the buying power of the weekly
wages of nonagricultural wage earners, as
represented by earnings in 1939 dollars,
declined about 4 per cent. In 1947 average
real weekly earnings increased slightly, and
in 1948 real weekly earnings increased nearly
3 per cent. In January 1949, data for manu-
facturing alone indicated a slight decline in
average weekly earnings. A similar slight
decline occurred in consumer prices.

In recent months average hourly earnings
have continued to advance but more slowly
and much more selectively than during the
postwar period generally. In some cases,
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AVERAGE WEEKLY EARNINGS OF
PRODUGCTION WORKERS IN MANUFACTURING
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Bureau of Labor Statistics data. Weekly earnings expressed
in terms of 1939 dollars are obtained by adjusting weekly earn-
ings by the changes in the consumers’ price index with 1939
as the base period. Latest figures shown are for January 1949,

notably among textile, apparel, and leather
companies, previous rates of pay have been
continued. In a few cases, such as General
Motors Corporation, wage rates have been
reduced slightly in accordance with pro-
visions for adjustments upward or downward
as changes are shown by the consumers’
price index. However, in many recently an-
nounced settlements wage increases or other
benefits have been granted.

Appraisal of prospects for further wage
increases is difficult because of the recent re-
ductions in living costs and the rise in un-
employment, which are likely to focus in-
creased attention on conditions in specific
industries and to result in even more selec-
tivity among companies and industries than
last year. In the bargaining period ahead,
which includes negotiation of contracts in
such major industries as steel, automobiles,
rubber, electrical equipment, and coal, it is
expected that more emphasis will be placed
on welfare and pension benefits than in the
earlier years. Bargaining for shorter hours
of work without corresponding reductions in
weekly earnings likewise has shown signs
of increasing recently.
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NEW STATISTICS OF INTEREST RATES ON BUSINESS LOANS

by

Ricrarp YouncpaHL

For nearly 30 years the Federal Reserve Board
and Federal Reserve Banks have obtained regular
reports on interest rates charged by selected mem-
ber banks on loans to business borrowers. Because
of the wide range in rates charged on individual
loans at any one time owing to variations in the
nature of the borrowers and of the loans, it has been
difficult to compile a series of representative average
or typical rates with assurance of consistency over
time. Methods of reporting the basic data and of
tompiling time series of average or typical rates
have been changed from time to time in order to
improve the data.!

In recent years, surveys made by the Federal
Reserve System have made available important new
data regarding interest and discount rates charged
on bank loans and the relationship of various loan
and borrower characteristics to the rates charged.
Such data emphasized the need and provided the
basis for a comprehensive revision of the informa-
tion formerly collected and published by the Board.

As a result of these developments, the System has
revised its statistics of average rates charged on
short-term commercial loans at banks in 19 leading
tities for the period since 1939.> This revision has
the following major features:

1. Statistics reported by a selected group of 91
large banks in 19 leading cities show the amount
of the loan and the interest rate charged for each
new loan or renewal made in the first half of March,
June, September, and December. The new reports
began in June 1948. The periods covered by the
reports are the same and the reporting banks nearly
the same as in the series previously compiled, but
the report form is different.

2. The new report form supplies data for each
individual loan, whereas previously the banks re-
ported the total number and dollar amount of loans
made at certain rates of interest or ranges of rates.

3. The comprehensive loan surveys, as well as

t See “‘Commercial Loan Rates at Banks in Principal Cities.”
Federal Reserve BULLETIN, November 1939, pp. 963-67, and
Winfield W. Riefler, Money Rates and Money Markets in the
United States, Harpers, 1930.

2 Short-term loans include loans maturing in one year or
less. The general term “‘interest rate” as used in this paper

includes discount rates. The figures reported are the nominal
rates indicated on the loan notes.
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the data now being regularly reported on the new
basis, indicated that the wide variation in rates
charged at any one time was reflected more in size
differences among loans than in city or regional
differences, which had been the basis of previously
compiled averages. For this reason changes in aver-
age rates from one period to another often reflected
changes in the size distribution of loans, rather than
changes in the general level of interest rates. Data
by individual loans permit the computation of aver-
ages in a manner that adjusts for changes in size
composition and, therefore, give results that more
accurately reflect variations over time in the level
of interest rates,

4. On the basis of the new data, the following
averages have been computed for June, September,
and December 1948 and will be computed and pub-
lished for future quarterly report periods:

(a) Average rates by size groups of loans, as
follows:

(1) $1,000 and less than $10,000
(2) $10,000 and less than $100,000
(3) $100,000 and less than $200,000
(4) $200,000 and more

(5) All sizes

(b) Average rates for each of these size groups,
as well as for all loans, by city groups, as follows:

(1) New York City

(2) 7 northern and eastern cities
(3) 11 southern and western cities
(4) All 19 cities

5. Previously compiled data for the period March
1939 to June 1948 have been reworked to provide
estimates of average rates charged on loans, as
follows:

(a) Average rates for all 19 cities by the same
size groups shown above for each quarterly date.

(b) A revised series of average rates for all 19
cities compiled from the new size-of-loan aver-
ages and a constant system of weights. This
revised series eliminates certain erratic fluctua-
tions and long-run trends introduced by shifts in
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NEW STATISTICS OF INTEREST RATES ON

the size composition of loans. The revised series
and the old series are compared in the chart.

(¢) Revised annual averages of rates by groups
of cities. It is not feasible on the basis of data
available to compute satisfactory data by quarters
or by size-of-loan groups for the city groups.

NEW AND OLD SERIES OF BANK RATES
ON LOANS TO BUSINESSES

QUARTERLY

PER GENT

PER GENT
PER ANNUM PER ANNUM
4 4

\

= 0LD SERIES

\ 7
o4

o~
|

NEW SERIES

1940 1942 1944 1946 1948

6. The designation of the series has been changed
from “interest rates charged by banks on commer-
cial loans” to “interest rates charged by banks on
business loans.” The shorter designation is “bank
rates on business loans.” While the term “commer-
cial loans” is consistent with traditional banking
usage, the term “business loans” is a more accurate
description of the coverage of the averages, which
includes rates on loans to all types of business con-
cerns and not merely rates on loans to businesses

primarily commercial in character.

STRUCTURE OF RATEs aAND RATE MEASUREMENT

Bank loans to businesses take a variety of forms
and differ widely in their characteristics as to size
of loan, maturity, security, method of repayment,
and other features. Nearly all variations in types
of businesses are represented among borrowers from
banks. Banks lend to large, medium-sized, and
small companies; to concerns engaged in all, or
nearly all, types of business activity; to newly estab-
lished companies and to companies with years of
business experience; to corporations, to partner-
ships, and to individual proprietorships.

MarcH 1949

BUSINESS LOANS

Interest and discount rates charged by banks on
business loans vary in accordance with the terms
and conditions of the loan as well as with the
characteristics of the borrower. Certain loan and
borrower characteristics are associated with par-
ticularly wide differences in the rates charged. The
Federal Reserve survey of bank loans to businesses
showed, for example, that as of November 20, 1946
rates differed greatly on large and small loans, on
loans to large and small companies, and on loans
backed by various kinds of security.? These differ-
ences may narrow and widen as interest rates fluc-
tuate from one period to the next. Rates on some
types of loans rise and fall in response to changes
in the availability of funds and the demand for
loans, while rates on other loans change more
slowly.

Measurement of the movements and levels of
interest rates thus involves a summarizing or aver-
aging of rates on loans which differ considerably
in many respects and which are made at greatly
varying rates. A series on average interest rates
should, if possible, be constructed in such a manner
that fluctuations will reflect changes in the level of
interest rates, i.e., in the price of loan funds, and
not changes in the composition of business loans
made at banks. That is, mere shifts in the pro-
portion of large loans and small loans made, or in
the proportion of loans made in particular areas
of the country, should not have an effect on an
average rate that is intended as a summary measure
of changes in the prices for loans.

Size of loan and interest rate. Perhaps the most
striking feature of the current bank loan market
is the close relationship between the size of a
loan and the interest rate charged. Data obtained
in the System’s survey as of November 20, 1946
indicate that rates tended to be considerably higher
on small loans than on large loans, even when other
loan and borrower characteristics were essentially
similar. Rates on business loans at all member
banks as of November 1946 ranged from an aver-
age of about 7 per cent on loans of less than $1,000
and about 5 per cent on loans of from $1,000 to
$10,000, down to an average of about 2 per cent
on loans of $500,000 or more. Short-term loans to

8 For a description of the structure of interest rates on
business loans as of Nov. 20, 1946, see Richard Youngdahl,

“The Structure of Interest Rates on Business Loans,” Federal
Reserve BuLLeTIN, July 1947.
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NEW STATISTICS OF INTEREST RATES ON

large prime commercial borrowers were generally
made at 1.5 per cent at that time.

A similar relationship between loan size and
interest rate also existed at large banks in major
money centers, which are the institutions covered
by the System’s series on business loan rates. This
kind of interest rate pattern, moreover, was shown
for short-term business loans made in the three
reporting periods in 1948 for which detailed infor-
mation by size of loan is available. The chart shows
the relationship of loan size and average interest
rate for short-term loans made at these banks in
the period December 1-15, 1948. The relationship
held not only for all 19 cities taken as a group but
for each city as well.

AVERAGE BANK RATES ON LOANS TO BUSINESSES
BY SIZE OF LOAN, DECEMBER I-15, 1948

SiZE OF LOAN INTEREST RATE (PER GENT PER ANNUM)

o t 2 3 4 5

41,000 - $1,999
$5,000- $9,999
$10,000- $24,999
$25,000-$49,999
$50,000- 499,999
$100,000-$199,999
$200,000-$499,999
4500,000-$999,999

41,000,000 AND OVER

ALL LOANS

Note.—Average rates are for short-term loans to businesses
llnga;dge by banks in 19 selected cities during the period Dec. 1-15,

Variation in loan size and average interest rate.
The wide pattern or spread of the rates charged
on different kinds of short-term business loans,
such as large and small loans, has great importance
in the computation of a summary measure of
interest rates, If, with the present pattern of rates,
small and medium-sized loans are a substantial
proportion of the total value of bank loans, the
amount of interest paid relative to the amount
borrowed will tend to be high. Conversely, a small
proportion of small loans and a large proportion of
large loans will result in a low straight average rate
on all bank loans.
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BUSINESS LOANS

Averages of rates on all loans tend to exaggerate
differences in rates among various sections of
the country, In part the differences shown in pre-
viously compiled averages of rates on all business
loans at banks in New York, in the North and
East, and in the South and West, stem from such
factors as differences in the size composition of
bank loan portfolios. At New York City banks,
for example, a much greater proportion of total
loan volume is made up of large loans than is the
case at banks in other cities,

It is true at the present time that average interest
rates on loans of comparable size show some vari-
ation among these areas, with the lowest rates being
charged in New York City banks. The rate vari-
ation is much smaller, however, than a straight
average of rates on all loans indicates. The average
rate on all short-term loans made in December 1-15,
1948 was 0.72 percentage points higher at banks in
southern and western cities than in New York City.
But on loans of comparable size, average rates
tended to be about 0.30 percentage points higher.
After allowance is made for inter-area differences
in other loan characteristics, actual differences in
rates among these money centers are even smaller.

Variation from one time to another in size and
other characteristics of bank loans has resulted in
movements in the straight average of the rates on
all loans that did not necessarily reflect any change
in the level or structure of interest rates. Thus, if
in a given area, the proportion of large loans made
should increase from one quarter of the year to
another, a straight interest rate average would tend
to decline. If the shift in the size composition of
the loans were great enough, a drop in rates might
be shown by the series even though the rate on each
type and size of loan actually increased.

DesirasLE FEATURES FOR A SERIES oN Busingss Loan
RaTEs

For adequate understanding of longer-term trends
and current tendencies in rates on bank loans, data
are needed that will reveal both general movements
in rates and changes in the structure of rates on
bank loans. Data on the general level of rates
should reflect changes in over-all supply and de-
mand conditions of bank credit, including changes
in response to actions of the monetary authorities.
Data on the structure of rates should reliably reflect
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NEW STATISTICS OF INTEREST RATES ON

the differential impact of these changes in the cost
of credit on important segments of the loan market.

Perhaps ideally a time series on bank business
loan rates might be constructed by obtaining quo-
tations every quarterly period on the interest cost
of each loan in a broadly representative “basket” of
hypothetical loans. For several important reasons,
however, such a pricing of bank loan credit is not
workable. Business loans are not commonly mar-
keted like commodities such as wheat or refrig-
erators. Bank interest rates to business customers
are not normally posted. Except for loans to prime
borrowers, rates generally are not set up even in
schedule form, except perhaps informally for in-
ternal guidance. The loan transaction between
banker and customer is most frequently personally
negotiated and in strict confidence, The terms of
the loan as well as the facts regarding the need for
the loan and the credit position of the borrower are

BUSINESS LOANS

loans for the period since March 1939. Quarterly
rates for these groups of loans will also be available
in the future (since June 1948) by three geographic
areas of the country—New York City, seven north-
ern and eastern cities, and eleven southern and
western cities.

The summary averages of rates on all short-term
loans at banks in the 19 cities have been revised to
measure the average rate for a group of loans held
largely constant with respect to size and geographic
distribution. The size and geographic distribution
of the portfolio of short-term loans outstanding as

TasrLe 1

EsTIMATED AVERAGE INTEREST RATES ON SHORT-TERM Busi-
NEss Loans Mabe at Banks N 19 Sevrectep CiTiEs
By Size or Loan

[Per cent per annum]

not revealed. Evidence indicates, in fact, that sub- ’ Size of loan
stantial variations in rates may be shown as among (ﬁ,s"te{';gays
i imi ; of month) All | $1,000- |$10,000-/$100,000-[$200,000
hlg.hly similar loans mad.c by a partlculaf bank. sies | 80999 1'595 560 | 100 6 [Fa00. 000
This may result from considerations not easily asso-
ciated with the circumstances of the loan itself. It 1939—Mar.....| 2.1 4.4 3.2 2.1 1.8
. . .. o June..... . . . . .
may arise from special competitive conditions or Sept.....| 2.1 44 3.1 2.1 1.8
. : Dec...... 2.1 a3 3.0 2.0 1.8
from special business arrangements between a
1940—Mar.....| 2.0 4.2 3.0 1.9 1.8
banker and a customer who, for example, may Tune. .. 1o 4 30 21 16
bring income to the bank from sources other than gt 20143130 20 1 18
interest on loans. These circumstances raise diffi- 1941—Mar..... 2.1 13 30 10 18
ies 1 1 1 une..... . .3 3.0 1.8 1.9
culties in getting reports 9f rates on a single baskt?t dune...-l 22 43 30 18 19
or successive baskets of identical loans on a basis Dec...... 2.0 4.3 3.1 2.0 1.7
satisfactory for use in the computation of average 1942——}\/Iar.. 2.0 4.3 3.0 2.0 17
. une..... . . . .1 .
interest rates for groups of loans and for all loans. Sept... .. 2.4 44 32 22 2.2
. : Dec.... 1. 2.4 44 3 2.1 21
From detailed data on business loans actually e 3
made, however, it is possible to set up a system of ~!***—par----f 2.7 | 2.2 34 2% | 38
classification that will take account on an average Jept.. .- 2.2 it 33 2.4 2.1
of factors that cause major differences in interest .~ 0 s ‘s 34 - -
rates among business loans. That is, if loans made June. 5 42 3.4 2.5 2.3
. . Sept..... .5 4.4 3.3 2.6 2.3
by banks are classified by attributes most closely Dec...... 3 4.3 3.1 2.5 2.0
associated with differentials in rates, fluctuations in  1945—Mar. . . .. gg 4.4 3.3 2.6 2.0
el o qoe oo Jume..... ‘ 44 . : 2.0
average interest rates that now result from changes é‘;;;f ,,,,, 2’3 42 3.3 %3 201
in loan composition can be substantially eliminated. Dec..... 2.0 4.2 3.0 2.0 17
i i ; 1946—Mar.. ... 2.1 4.1 3.1 2.3 1.7
Sucl;1 data would 2150 provide valuable information June. . 20 42 34 2.3 17
i eot.. . .. : a0 | 3t 2.1 1.
on the structure of interest rates. A 21 44 32 31 18
2.1 4.3 3.1 2.5 1.8
New anD Revisep Series, By Size or Loan 21 11 31 2% 18
21 al1 311 2.4 1.8
: : 21 41 2 2’s 1.8
The Federal Reserve quarterly series on interest 3
rates on short-term business loans made at banks RN 230 1 316
in selected cities has been set up to provide informa- 2.60 | 4¢3 3B 28| 28
tion on average rates on four major size groups of
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NEW STATISTICS OF INTEREST RATES ON BUSINESS LOANS

" of November 20, 1946 at the banks reporting rates
is used in computing the summary average rate.

Average rates on all short-term business loans in
the three geographic areas have also been computed.
Like the averages for all loans in the 19 cities, the
summary averages for the three geographic areas
measure rates on groups of loans held constant by
size and geographic distribution. Averages of rates
for the three areas for the period 1939 through 1947
are on an annual basis only because available data
would not support more detailed estimates. For
the period beginning June 1948 summary averages
for each geographic area are computed quarterly.

The new interest rate series for banks in all 19
cities for the period June 1948 through December
1948, and comparable estimates of rates for the
period March 1939 through March 1948, are shown
in Table 1 and in the chart. Similar averages for
each geographic area for the period from June 1948
through December 1948 are shown in Table 2.
Table 2 also shows estimates of average rates on all
loans on an annual basis for each of the three
geographic areas for the period 1939 through 1948.

BANK RATES ON SHORT-TERM LOANS TO BUSINESSES
BY SIZE OF LOAN
QUARTERLY
ALL LOANS

A

PER CENT

PER CENT
PER ANNUM PER ANNUM
4

LOANS OF:
5 i 5
$1,000 - $9,999 -
_ LR DR N SN
N = | - ' \/T oA/ \\__//
4 I Y ¢
$10,000~ §99,999 /-
)
]
3 N | | = 3

| y
- $100,000~ §199,999 /
N T

— = *

$ 200,000 AND OVER

1940 1942 1944 1946 1948
Note.—Figures are averages of rates on short-term loans to
businesses made in the first 15 days of each March, June, Sep-

tember, and December by banks in 19 selected cities.
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Rates on Business Loans, 1939 taroucH 1947

The leve! and structure of interest rates on bank
loans in the forties, as in the late thirties, were prod-
ucts of conditions of extreme monetary ease. Con-
ditions of ease in the thirties reflected primarily the
huge excess reserves of banks resulting from large
gold inflows and the limited demand for bank
credit. They have continued in the war and post-
war periods largely as a result of monetary policies
associated with war financing and with postwar
Government debt management,

Estimates of rates charged, by loan size, indicate
that the pattern of rates charged by banks on short-
term business loans in 1946 and 1947 was very
similar to that in 1939 and 1940. Rates on large
business loans of $200,000 and over averaged about
1.75 per cent in both periods, with prime com-
mercial loans made at 1.5 per cent. Rates on very
small and medium-sized loans were also about the
same in the immediate postwar years as they were
in 1939 and 1940.

The only significant changes in loan rates over
the period from 1939 through 1947 occurred in
the years 1942 through 1945. Average rates on
large loans rose somewhat in mid-1942 and reached
a peak of 2.75 per cent in mid-1943. Throughout
the remainder of the war period they remained at
levels close to 2.5 per cent. Rates on medium-sized
loans also rose slightly during the war period. Rates
on small business loans, however, showed little
change.

The increase in loan rates in the early period of
active United States participation in World War 11
probably reflected an expectation by banks and other
lenders that the needs of war financing would drive
interest rates up. This expectation was shown, for
example, in bank hesitancy to take the 2 per cent
United States Government bonds offered in October
1942, an issue which later in 1943 they bid to a
premium. Thus in late 1942, banks began to ask
higher rates on some of their large and medium-
sized business loans. When it became fully ap-
parent, however, that the war would be financed
at low rates, average rates on business loans tended
to decline slightly.

In part the rise in average rates on large loans
during the early war years was probably due to
the fact that many of the borrowers in the loan
market were fast growing, war-born concerns with-

FeperaL Reserve BurLeTiN

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



NEW STATISTICS OF INTEREST RATES ON BUSINESS LOANS

out established credit worth. Rates on bank loans
to large war producers under the terms of the
Government guarantee (Regulation V) tended to
be somewhat higher than rates on loans where
such guarantee was not required. This was due
at least in part to the fact that the cost of the guar-
antee, which on an average was about 25 per cent
of the interest rate charged, was generally added to
the interest cost of the loan. On large loans guar-
anteed under the provisions of Regulation V, rates
tended to be about 1 percentage point higher than
the interest rate charged on loans to prime com-
mercial borrowers.

For several quarterly periods during the war
average rates on business loans tended to be lower
than rates in nearby quarters. This is true especially
for the first 15 days of December 1942, 1944, and
1945 and September 1943. War loan drives were
underway during all or part of these periods. This
seems to indicate that some businesses borrowed
during the drives to purchase Government securities
and that on these loans they were charged relatively
low rates. It is possible that many of the loans
may have been collateraled by the Government
securities.

In 1946 and 1947, conditions of credit availability
were essentially similar to those in the immediate
prewar period. Banks did not hold substantial
excess reserve balances with the Federal Reserve
Banks as in prewar years, but they held billions
of dollars of short-term United States Government
securities, which could be sold to acquire reserves
as needed. The cost of reserves to banks, therefore,
corresponded to the low rates prevailing on short-
term Government securities, which until July 1947
was 74 per cent or less. Banks were in a position to
satisfy freely the large postwar loan demand at the
low rates prevailing. Since the needs of banks for
liquidity reserves were satiated by their large hold-
ings of short-term Government securities, and since
reserve funds could be readily obtained by selling
securities to the Reserve Banks, even the record loan
expansion of the postwar period generated no effec-
tive pressure for an increase in prime loan rates.

Data by size of loan and the revised average of
rates on all loans show that the prices banks charged
for business loans were about the same in the im-
mediate postwar years as in the prewar period.
The old series showed a small decline over this
period. The differences in movements are due
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largely to the fact that for the revised series the
size composition of loans is held constant by the
weighting system whereas for the old series it
shifted over the period as there were shifts in the
size composition of loans. After the war a greater
proportion of bank loans to businesses were large
loans than in the prewar period. Thus the old
series tended to show a decline in rates as large,
low-rate loans increased in importance.

Some borrowers may actually be able to obtain
credit at lower rates than in prewar years, because
of an increase in the size of loans they need to
cover their requirements. But changes of this sort
were not reflected in the averages.

RaTe CHANGEs siNcE Mip-1947

Beginning in mid-1947, rates on short-term Gov-
ernment securities have increased somewhat. By
the end of 1947, Treasury bills and one-year Treas-

TaBLE 2

AVERAGE INTEREST RATEs oN BusiNess Loans aT Banks ix
SeLecTED CITiEs, BY AREA AND SiZE oF Loan

[Per cent per annum]

7 northern |11 southern
Size of loan All 19 New an an
and period cities York eastern western
cities cities
All sizes:
Annual averages—
939, ... ... 2.1 1.8 2.0 2.5
1940, ........... 2.1 1.8 2.0 2.5
1941, ... 2.0 1.8 1.9 2.5
1942 2.2 2.0 2.3 2.6
2.6 2.2 2.9 2.8
2.4 2.1 2.7 2.8
2.2 2.0 2.5 2.5
2.1 1.8 2.1 2.5
2.1 1.8 2.2 2.6
2.5 2.2 2.6 2.9
Quarterly—
1948—]June...... 2 .47 2.12 2.49 2.92
Sept...... 2.60 2.32 2.60 3.01
Dec....... 2.64 2.34 2.68 3.02
$1,000-$9,999:
1948—June. ... .. 4.49 4.35 4.42 4.60
Sept.......| 4.53 4.40 4.55 4.57
Dec....... 4.50 4.23 4.51 4.62
$10,000-$99,999:
1948—June...... 3.47 3.19 3.40 3.68
ept....... 3.58 3.35 3.58 3.71
Dec....... 3.58 3.40 3.60 3.68
$100,000-$199,999:
1948—]June...... 2.70 2.43 2.67 2.91
Sept....... 2.92 2.70 2.91 3.07
Dec....... 2.97 2.70 2.97 3.14
$200,000 and over:
1948— June 216 1.94 2.27 2.45
Sept. 2.29 2.13 2.34 2.56
Dec... 2.34 2.16 2.44 2.57
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ury certificates were yielding 1 per cent and 1%
per cent, respectively. Yields on both corporate and
Government bonds were somewhat higher in turn.
In 1948 there was a further rise of about %4 per cent
in yields on short-term Government securities.

This rise in rates on Government securities was
reflected in late December 1947 in an increase in
interest rates on prime business loans, which rose
Y4 of 1 per cent, from 1.5 to 1.75 per cent. The
rate increase tended at first to be limited to a rise in
the rates on large business loans, as is shown in
the chart in the previous section. Rates on other
loans were not as immediately affected, but subse-
quently showed a comparable rise.

In August 1948, yields on short-term Govern-
ment securities increased again. 'This was reflected
quickly in rates on all sizes of business loans. As
is shown in Table 2, rates in September were gen-
erally somewhat higher in each of the three areas
of the country than they were in June. The in-
creases were larger for large loans than for small
loans, however.

In the last quarter of 1948, rates on business loans
showed little further rise. Rates on large loans
averaged slightly higher while rates on small loans
tended to be somewhat lower.

At the end of 1948, interest rates were still low,
although higher than in the immediate postwar
period. Credit continued to be abundant and cheap.

ApPENDIX A
CompuraTioN oF NEw INTEREST RATEs Series

To develop the new series on bank loan rates
discussed above, the reporting arrangement through
which the Federal Reserve System collects interest
rate data was modified to provide information on
an individual loan basis. Under the new plan,
respondent banks in the 19 money centers list on
a revised form the dollar amount, interest rate, and
maturity of each loan made during the quarterly
reporting periods.* The new reporting form is
shown on page 236.

¢ No further processing of the data by the respondent banks
is necessary. The iriformation is put on punch cards at the
Reserve Banks. Consideration was given to the feasibility of
including information for each loan on size and business of
borrower, but in the final form this was not done since some
banks—because of the form in which their records are kept—
would have found it inconvenient to provide the information,
Size of business is closely correlated with size of loan and
this classification, although it would add significantly to the

accuracy of the data, is not essential. Rate variations are
not as large by kind of business as by the other two attributes.
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BUSINESS LOANS

All short-term business loans which banks report,
that is all loans for one year or less, are sorted out
by the Federal Reserve. These are grouped by major
geographic areas—New York City, seven northern
and eastern cities (Boston, Buffalo, Philadelphia,
Pittsburgh, Cleveland, Detroit, and Chicago) and
eleven southern and western cities (Baltimore, Rich-
mond, Atlanta, New Orleans, Dallas, St. Louis,
Minneapolis, Kansas City, Seattle, San Francisco,
and Los Angeles). For each area the loans are
classified by the following nine size groups:

$ 1,000-§ 4,999

5,000- 9,999
10,000 - 24,999
25,000~ 49,999
50,000~ 99,999

100,000 — 199,999

200,000 — 499,999
500,000 ~ 999,999
1,000,000 and over

Averages of the rates paid on each size group
of loans in each area are computed. This is done
by dividing the dollar amount of interest charged,
figured at an annual rate, by the dollar amount of
loans made in each group of loans. The resulting
rate averages for the minor size groups for each
area are then combined into four major size groups
of loans for the area. The weights used for this
computation are based on the importance in each
area of the minor size groups in the loan portfolios
of reporting banks, as of November 20, 1946. As
noted previously, the following are the major size
categories of loans for which weighted average rates
are computed:

$ 1,000-% 9,999
10,000- 99,999
100,000 — 199,999
200,000 and over

For each of these loan categories an average rate
for all 19 cities is computed by combining the cor-
responding averages for the three geographic areas.
This is likewise done by the use of weights which
are based on the distribution of short-term business
loans outstanding at rate reporting banks as of
November 20, 1946. The computation for loans
made in the period December 1-15, 1948 is illus-
trated in Table 3.
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NEW STATISTICS OF INTEREST RATES ON BUSINESS LOANS

TasLE 3

CoMPUTATION OF AVERAGE INTEREST RATES oN Majyor Size
Grours oF SHORT-TErRM BusiNess Loans AT Banks
In 19 Serectep Crries, DecemBER 1-15, 1948

[Average rates in per cent per annum)

. 1) (2)
Size group of loan and i Average
geographic area Weights | interest
rate !
$1,000-$9,999:
New York City..................... 24 4.23
Seven northern and eastern cities. . ... 22 4.51
Eleven southern and western cities. . .. 54 4.62
Allcities................ 100 4.50
$10,000~$99,999:
New York City............... ..., 28 3.40
Seven northern and eastern cities. . ... 25 3.60
Eleven southern and western cities. ... 41 3.68
Allcities........ocvivinvinn.. 100 3.58
$100,000-$199,999:
New York City...........ooovivvnnn 26 2.70
Seven northern and eastern cities. .. .. 33 2.97
Eleven southern and western cities. ... 41 3.14
All cities............ 100 2.97
$200,000 and over:
New York City.............. e 46 2.16
Seven northern and eastern cities. . ... 32 2.44
Eleven southern and western cities. ... 22 2.57
Allcities.......c.oooviinnnn, 100 2.34

1 Average for each area in each size group is 2 weighted average
of average rates for minor size groups. Average for all cities in
each size group shown is average of area averages shown in Column
2 weighted by the percentages shown in Column 1.

For each of the three geographic areas, and for
all 19 cities throughout the country taken together,
an average rate is computed as a summary measure
of movements in rates on all sizes of loans. In each
case the over-all average is obtained by combining
the average rates for the four major size groups of
loans. The weights used in making each average
reflect the relative importance of the loan size

groups in the business loan volume outstanding as
of November 20, 1946 at reporting banks in the
area concerned. Table 4 illustrates the computation
for the December 1-15 period.

ArpEnDIX B
DEeveLopMENT oF Revisep Skries, 1939-48

Quarterly estimates have been presented of aver-
age rates on four major size groups of short-term
loans to businesses at banks in 19 selected cities fer
the period March 1939 through March 1948, On
the basis of these averages, a revision has been made
in the series on average rates for all loans to busi-
nesses at these banks. Revised estimates of aver-
age rates on all loans were also presented on an
annual basis for the three areas of the country.

For the period from March 1939 through March
1948, more than 80 respondent banks supplied the
Federal Reserve System with information on the
total number and amount of loans made at each in-
terest rate during the four 15-day reporting periods
of each year. Provision was also made for com-
ments regarding loans made under unusual circum-
stances at special interest rates,

On the basis of these data, it was possible to
relate interest rates to average sizes of loans and to
prepare estimates of average rates for the four
major size groups covered in the new series. The
steps in the estimating process were:

(1) For each reporting period, the report for
every bank was reworked to single out any indi-
vidual loans reported and to obtain the average size
of groups of loans made at various interest rates.
In this connection, each report was scrutinized and

TasLE 4

CoMPUTATION OF AVERAGE INTEREST RATEs oN' ALL SHORT-TERM Business Loans aT Banks 1N 19

SeLectepr CrTiEs

By GeocrarHIC AREA, DEcEMBER 1-15, 1948

[Average rates in per cent per annum]

. . 7 northern and 11 southern and
ALY cities New York City eastern cities western cities
Major size groups of loans
: Average : Average : Average : Average
Weights rate Weights rate Weights rate Weights rate
$1,000-$9,999. ... ... i 2 4.50 1 4.23 2 4.51 5 4.62
$10,000-$99,999. .. 15 3.58 10 3.40 12 3.60 24 3.68
$100,000-$199,999 - 11 2.97 7 2.70 11 2.97 15 3.14
$200,000 andover........ ...l 72 2.34 82 2.16 75 2.44 56 2.57
Allloans.....oovveiiiinninnnen.. 100 2.64 100 2.34 100 2.68 100 3.02
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REPORTING FORM FOR NEW STATISTICS OF INTEREST RATES ON BUSINESS LOANS

Confidential Form Approved

Federal Reserve System INTEREST RATES ON LOANS TO BUSINESSES Budget Bureau No. 55-R015

Form F.R. 467 Revised MADE DURING [-15, 19__., INCLUSIVE Page Ho.
Note:—Loans covered in this interest rate report are -those classified Bank Stamp

in the call report of condition under "commercial and industrial loans"
(item 1 of schedule A) except for open market paper purchased. Such loans
include all business loans to individuals, partnerships, and corporations
except those secured by real estate. Report on each such loan made dur—
ing the 15-day period. If several loans are made to the same borrower dur-
ing the reporting period, report them as one loan, if cosvenient; otherwise
they may be te{orted separately. Include remewals of loans. Loans made
under a revolving credit arrangement should be reported as maturing in over
one year.

Exclude loans of less than §1,000.
Report to the Federal Reserve Bank four times a year for the first 15 days

of March, June, September, and December. Please explain on the reverse side
of this form any special reasons for umusually high or low rates reported.

(Signed, first sheet only} (Fame) (Zitle)
Maturity Maturity
(check one) (check one)
Amount of Interest Ratell Please do[I yr.JOver Amount of Interest Rate|lPlease dojl yrJOver
oan {per cent, per|l not use or 1 i an {per cent per|i not use or 1
(in thousands annum) less, year (in thousands annum) ess | year
of dollars) or of dollars) or
de- de~
mangd _Jmand
(a1I10) ;1 (thou.) (a111.) | (thou.)
1 : 21 '
} H
2 i 22 ;
{ i
3 i 23 !
¢ i
L] [
4 H 24 H
: !
5 : 25 !
i t
6 H i
i '
7 ¢ 27 !
i '
8 i 28 !
; i
] : 29 ]
S ]
10 ' 0 i
i !
11 : 31 :
i i
12 : 32 :
: i
138 ! 33 '
H H
14 : 34 i
H i
15 f 38| i
H ]
H H
16 : 36 :
' H
17 i 37 J
; i
18! | 3§j H
H 1
10 H 39 H
() 1]
1 3
20 ' H
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NEW STATISTICS OF INTEREST RATES ON BUSINESS LOANS

compared with the same bank’s reports for nearby
periods to eliminate loan groups which were noted
by the respondent as including one or more loans
made under unusual circumstances or which in the
judgment of the statistician seemed to include such
loans.

(2) These individual loans and averages (ob-
servations) for each reporting bank or branch were
plotted by interest rate and loan size. The charts,
which showed for each period a pattern of rates
declining as loan size increased, revealed cases that
were in some way exceptional from a rate stand-
point. These were reexamined and the observation
rejected if evidence of unusual circumstances was
revealed. These rejections were due generally to
circumstances where it seemed obvious that one or
two large loans (or a few small loans) were mixed
with an average containing in number (or dollar
amount) primarily small loans (or large loans).
Such observations were not useful guides and were
thrown out where they could be detected.

(3) The observations were grouped into the

March 1949

four major size categories of loans, For each ob-
servation, the interest rate was multiplied by the
dollar amount involved. A preliminary average
rate for each size group was computed by dividing
the sum of these products by the total of the dollar
amounts.

(4) The preliminary averages for each size group
were adjusted to the levels indicated by the new
series. At the time of the adjustment data were
available for an overlap period of three dates (June,
September, and December 1948). The levels were
also checked against data reported in the business
loan survey as of November 20, 1946 by the banks
included in the quarterly series.

The resulting series of average rates for the four
major size groups of loans were combined into a
series of average rates for all loans. This was done
on the basis of the same constant set of weights as
is used in computing the new average for all 19
cities—that is, as derived from the distribution of
short-term business loans outstanding at rate re-
porting banks on November 20, 1946.
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SAVINGS INSTITUTIONS AND THE CAPITAL MARKETS

by

Cuarces H. Scumipr

Substantial amounts of funds entering the capital
markets in recent years have come from institutions
that accept individual savings in the form of life
insurance premiums, deposits, or share purchases.
As these forms of saving continue to grow, the in-
vestment activities of the institutions accepting
them exert greater influence over the amount and
type of securities offered in the capital markets.

As a basis for defining the role played by savings
institutions in the present-day capital markets,
analysis has been made of the investment activities
of life insurance companies, mutual savings banks,
and savings and loan associations. Choice of these
institutions was dictated in part by the magnitude
of their resources and in part by the availability
of reasonably complete and current data. Thus,
while time deposits of commercial banks represent
an important form of institutionalized saving, the
investment activities of commercial banks are not
included in this analysis because of the difficulty
of differentiating those associated with time de-
posits from those associated with demand deposits.

Savings institutions are but one form of institu-
tional investor. Others are fire and casualty insur-
ance companies, investment trusts, trust companies
and trust departments of commercial banks, phil-
anthropic foundations, and educational institutions.
For many of these groups, information essential to
an analysis of their investment activities is lacking.
The effect of all these institutional investors on the
capital markets is substantially greater than the
effect of savings institutions alone.

SUuMMARY

1. The flow of individual savings into life insur-
ance, mutual savings bank deposits, and savings
and loan association shares has significant economic
implications. To the extent that savings are kept
in this form, rather than used by individuals di-
rectly for the purchase of bonds, stocks, and real-
estate mortgages, investment funds and decisions
are transferred from numerous individuals to a
relatively small number of savings institutions.
Moreover, investment decisions of these institutions
are determined by their primary functions and by
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statutory regulations as well as by relative yields
of alternative investment outlets.

2. Savings institutions, though only one group
of institutional investors, have considerable influ-
ence in the capital markets. Total resources of life
insurance companies, mutual savings banks, and
savings and loan associations exceed 89 billion dol-
lars at the present time. Since 1921 their com-
bined assets increased approximately 440 per cent—
doubling during the prosperous twenties, increas-
ing moderately during the depression and recovery
period of the thirties, and nearly doubling again
since 1939. Over the entire period 1922-48 assets
of life insurance companies increased more than
those of mutual savings banks and savings and
loan associations.

3. Throughout the period 1934.48 these savings
institutions supplied the bulk of the funds borrowed
to finance long-term private capital requirements,
and a substantial part of the funds borrowed by
Government.

During the prewar period 1934-39, expansion of
savings institution investments was concentrated
in Government securities and corporate bonds.

During the defense and war period these insti-
tutions absorbed nearly one-sixth of the securities
issued by the Federal Government. In the postwar
period 1946-48, the net increase in corporate bond
holdings of life insurance companies exceeded the
estimated increase in long-term corporate debt out-
standing, while the expansion of savings institution
holdings of real-estate mortgages was about two-
fifths of the estimated increase in real-estate mort-
gage debt.

At the end of 1948 these savings institutions held
nearly one-half of the total of corporate bonds and
real-estate mortgages outstanding as compared with
a prewar 1929-39 average of less than one-third.

4. Among these savings institutions, life insur-
ance companies play the leading role in business
financing. In part, the dominance of life insurance
companies is attributable to their larger resources,
which in 1948 were roughly two and a half times
those of mutual savings banks and four times those
of savings and loan associations. Also, it reflects
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SAVINGS INSTITUTIONS AND THE CAPITAL MARKETS

the nature of life insurance contractual liability,
which permits the investment of funds over long
periods of time, as well as a somewhat wider range
of permissible investments. During the postwar
period, life insurance company holdings of business
securities and real-estate mortgages increased by
roughly 14 billion dollars; at the end of 1948
roughly 37 per cent of their total resources were
invested in business securities and 20 per cent in
real-estate mortgages.

5. Since savings institutions are restricted by law
to investment in riskless and near-riskless assets,
practically all of their business financing takes the
form of long-term credits, evidenced by bonds,
mortgages, or notes. In order to obtain investment
outlets for a continually growing volume of funds,
life insurance companies have relied extensively
upon lending directly to businesses by private pur-
chase of entire bond and note issues. Also, they
have recently expanded their commercial and in-
dustrial real-estate holdings on an equity or risk
basis.

6. Since mid-1946 savings institutions, particu-
larly life insurance companies, have sold or re-
deemed in cash at maturity some 6 billion dollars
of their United States Government security hold-
ings. ‘These funds have been largely reinvested
in higher-yield and higher-risk mortgages and busi-
ness securities,

Funcrions oF SaviNGgs INSTITUTIONS

The investment activities of savings institutions
are determined in part by their primary functions
as insurers or depositories, in part by the volume
of resources at their disposal, and in part by State
or Federal laws regulating the type and relative
amount of their investments. Finally, savings in-
stitutions, like all other investors, are confronted
with problems of liquidity, safety of principal, and
investment yields.

Life insurance companies, mutual savings banks,
and savings and loan associations accept and invest,
as insurers or depositories, the savings of indi-
viduals. However, the investment problems and
policies of a company that insures persons against
loss of life or earning power are different from
those of an association engaged exclusively in home
financing. Within the limits prescribed by statute,
these differences in functions are reflected in the

Marcn 1949

investment portfolios and capital market activities
of different savings institutions.

Life insurance companies. There are approxi-
mately 580 domestic legal reserve life insurance
companies, with combined assets in excess of 55 bil-
lion dollars. Their primary function is that of
assuring a predetermined income or lump-sum pay-
ment to a beneficiary in the event of death of the
insured of to the insured on maturity of an en-
dowment or annuity policy. Among these com-
panies there are 12, each with resources of one
billion dollars or more, that operate on a nation-
wide basis and together account for three-fourths
of the industry’s total resources. Accordingly, the
industry’s participation in the capital markets is
largely reflected in the investment activities of these
giant concerns.

Life insurance companies operate under State
charter, and are subject to regulation by the in-
surance commissioners of the various States in
which they do business. Moreover, the amount
and character of their permissible investments are
variously regulated by State statutes. In general,
these statutes prohibit, or limit to a small percent-
age of total assets, the amount invested in equity
capital shares, and restrict purchases of corporate
bonds and notes to the higher-grade issues. Fed-
eral, State, and local government obligations are
approved by all States for life insurance company
investment, without limit as to the proportion of
total assets that may be so invested. Real-estate
mortgages are likewise generally approved, subject
to certain limitations on the amount lent in relation
to the value of the real estate mortgaged. Real
estate, other than company-used property, has
roughly the same investment status as common
stock in most States. In recent years, however,
some States have modified their statutes to permit
life insurance companies to invest in rental housing
projects and certain types of commercial and indus-
trial property to the extent of 10 to 20 per cent
of their total assets.!

Life insurance companies enjoy greater latitude
in their investment activities than do many of the
other savings institutions. The majority of their
obligations are represented by long-term contracts

1 For further details see “Statutory Regulation of Life In-
surance Investment,” Yale Law Journal, June 1948, pp. 1256-
75, and *““A New Source of Investment for Life Insurance
Companies Provides a New Form of Corporate Financing,”

Monthly Review, Federal Reserve Bank of Richmond, Oct.
31, 1948, pp. 3-7.
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SAVINGS INSTITUTIONS AND THE CAPITAL MARKETS

with policyholders.  Moreover, their principal
liquidity requirements are definitely determinable
for some time in advance on the basis -of their
contractual obligations and their mortality experi-
ence. As a consequence, they can and do operate
in the investment market on a longer-term basis
than would be feasible for mutual savings banks.
Thus, as is shown by the percentage distribution
of their assets in Table 1, the primary fole of life
insurance companies in the capital market is that
of supplying long-term credit to business through
purchase of securities, They also have an impor-
tant role in supplying mortgage money and funds
borrowed by governments, especially the Federal
Government,

Mutual savings banks. The maiority of mutual
savings banks, of which there are approximately
530 with combined assets in excess of 20 billion
dollars, are located in the New England and
Middle Adantic States. They operate under State
charter and function exclusively as depositories
for savings. In other parts of the country their
function is performed by other types of institutions.
Investment portfolios of mutual savings banks re-
flect their liquidity requirements as well as statutory
limitations on investments. Government securities
and real-estate mortgages account for the greater
part of mutual savings bank investment, while
business security holdings are a relatively small

TasLe 1

PERCENTAGE DISTR'BUTION OF ASSETS OF SELECTED SAVINGS
InsTITUTIONS, DECEMBER 31, 1948

Life Savings
insur- | Mutual and
Type of assets Total ance savings loan
com- banks | associ-
panies ations
Government securities—tolal. . .| 36.0 34.3 56.6 11.3
United States............ 33.3 30.1 56.3 11.0
State and local........... 1.1 1.6 0.3 0.3
Foreign................. 1.6 2.6 (O] .0
Business securities—total. . . . . 25.3 36.8 10.4 W]
Bonds and notes .. 23.5 34.2 9.6 (1)
Stocks......... 1.8 2.6 0.8 (1)
Mortgages. . .......cconnn.. 30.1 19.6 27.1 78.6
Otherloans................ 2.5 3.7 0.5 0.5
Cash........... ...t 2.8 1.6 4.4 5.3
Otherassets. .............. 3.3 3.9 1.0 4.3
Total................. 100.0 { 100.0 100.0 100.0
Total assets (in billions).. ... $89.1 | $55.4 $20.4 $13.3

1T .ess than 0.5 per cent. .
NoTE.—Details may not add to totals because of rounding.
SoURCE.—See appendix table,
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proportion and confined almost entirely to the
highest-grade corporate bonds.

Savings and loan associations. There are approxi-
mately 6,000 savings and loan associations, with
combined assets at the end of 1948 of more than
13 billion dollars. They are mutual societies oper-
ating under State or Federal charter and are sub-
ject to the supervision and statutory requirements
of the charter authority. The old building and
loan associations, forerunners of the present-day
savings and loan associations, were organized under
State charter for the primary purpose of coopera-
tive home financing, but at an early date they also
provided a major service as depositories of small
savings. Since the establishment of the Federal
Home Loan Bank System in 1932 and of the Fed-
eral Savings and Loan Insurance Corporation in
1934, with provision for federally chartered as-
sociations and for insurance of share accounts up
to $5,000, the savings depository function of savings
and loan associations has assumed even greater
importance. At the present time, these associa-
tions are primarily savings institutions with financ-
ing of home purchases or construction as their
major investment activity.

In the case of all Federal and the majority of
State associations, investments are limited to first
mortgage loans on houses and small apartments
in the vicinity of the association, and to United
States Government obligations. As a consequence,
savings and loan associations have virtually no role
in business financing.?

GrowTH OF SAVINGs INSTITUTIONS

Growth of savings institutions, as reflected by
their total asset holdings, is largely dependent upon
the volume and disposition of individual savings.
In periods of prosperity the amount of savings
lodged with such institutions rises, along with
increases in individual holdings of cash and de-
mand deposits, security purchases, and direct in-
vestment in homes, farms, and unincorporated
businesses. In periods of depression additions to
savings deposits and purchases of savings and loan
association shares generally decline, and may even
become negative as a result of withdrawals. In the
case of life insurance premiums, however, there is

2 For a more detailed discussion of savings and loan associa-
tion activities during the past 20 years see Norman Strunk,

“The Improved Position of Savings and Loan Associations,”
Journal of Finance, October 1947, pp. 1-21,
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expansion during periods of prosperity but rela-
tively little contraction in periods of depression.
Individuals increase their commitments on life in-
surance and annuity policies when times are good,
and are reluctant to reduce or cancel such contrac-
tual obligations when their incomes decline. Rather
than cancel their life insurance, they draw upon
other savings to maintain premium payments.
Though policyholders may borrow on the cash sur-
render values of policies, or defer premium pay-
ments temporarily, the liquidity requirements
which such borrowing entails are usually small rela-
tive to the total resources of life insurance com-
panies. As a result, the growth of life insurance
company resources is more sustained than that of
most institutional investors, and their capital mar-
ket activities are more persistent.

Individual saving and its disposition. The volume
and disposition of individual saving at different
levels and under different conditions of economic
activity are indicated by data covering the period
1933-48. For purposes of analysis, these Jdata have
been grouped by periods, as follows: prewar, 1933-
39; defense and war, 1940-45; and postwar, 1946-48.
Though not particularly suitable for the purpose
of comparing savings patterns in periods of expan-
sion with those of periods of contraction, this
grouping permits some analysis of individual saving
in different economic climates.

As is shown in Table 2, the rate of individual
savings in the prewar period was low relative to
that of the war and postwar periods—14 billion
dollars in 1933-39, as compared with 130 billion
in 194045 and an estimated 35 billion in 1946-48.
Comparable annual rates of savings are 2.0 billion
during 1933-39, 21.6 billion during 1940-45, and
11.7 billion during 1946-48.

During the prewar period 1933-39, individuals
reduced their holdings of State and local govern-
ment and corporate securities and savings and loan
association shares, and their equities in farm and
residential property, as is shown in Table 2. How-
ever, individual savings represented by private in-
surance reserves increased by 10 billion dollars,
while 7.4 billion were added to cash and demand
deposits, 2.5 billion to holdings of Federal Govern-
ment securities, and 3.0 billion to individual equity
in unincorporated business enterprises. Whether
other forms of saving were reduced in order to
maintain life insurance premium payments is not
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determinable from these data, but the fact that
additions to private insurance reserves were a very
large proportion of net individual savings empha-
sizes the relative constancy of saving through pur-
chase of insurance.

During the defense and war period, individual
income and saving increased sharply. Since the
greater part of this saving reflected deferred demand
—most types of consumer durable goods and many

TaBLE 2

Disposition oF INDIVIDUAL SAvINGs, SELECTED PERIODS,
1933-48

[In billions of dollars}

Form of saving 1946-48'] 1940-45 | 1933-39
Individual savings—total. . ....... 35.2 129.6 13.7
Additions to cash and demand de-

POSItS. ..o 3.3 49 .7 7.4
Additions to security holdings—iotal . 9.9 51.8 ~2.6
U. S, Government............... 5.2 54.7 2.5
State and local government. ... .. 1.3 —1.4 -3.1
Corporate. . ... ............ . 3.4 —1.5 —2.0
Institutional savings—total. ... ... ... 22.8 40.8 11.6
Time deposits—commercial banks. 5.5 14.9 1.6
Mutual savings bank deposlts 3.0 4.9 0.6
Savings and loan association shares 3.3 3.3 —1.1
Private insurance reserves... ... 10.6 16.0 10.1
Postal savings deposits........... 0.4 1.7 0.4
Direct investment—total. ... ... .. .. —3.5 1.6 -3.2
Housing. .................... —3.1 —2.2 —3.8
Farming. ........... ..... .| —4.0 2.7 —2.4
Other unincorporated business. . . 3.6 1.1 3.0
Debt retirement . 1 —9.0 0.9 -3.2

1 Total individual savings as estimated by Department of Com-
merce. Additions to cash and demand deposits, private insurance
reserves, security holdings, and debt retirement estimated from
Securities and Exchange Commission data for 1946-47 and first
three quarters of 1948, Additions to commercial bank time
deposits, mutual savings bank and postal savings deposits, and
savings and loan association shares, as reported in Federal Reserve
BULLETIN and as estimated by Home Loan Bank Board. Total
direct investment and its components estimated from Securities
and Exchange Commission and Department of Commerce data
for 1946-47; these estimates are highly tentative and subject to a
substantial margin of error

Data for other periods were published by sources given above in
describing 1946-48 estimates.

nondurable consumer goods were not available dur-
ing the war—individuals held these savings in the
forms of currency, demand deposits, and Federal
Government securities, Over 104 billion dollars
of savings were accumulated in these forms, as
compared with 41 billion placed with savings insti-
tutions. So far as direct investment was concerned,
a wartime decrease of individual equity in urban
homes offset in part an additional investment of
3.8 billion in farm property and unincorporated
businesses. Insurance companies, along with mu-
tual savings banks and savings and loan associa-
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tions, added substantially to their resources during
the defense and war period. The average annual
increase of nearly 2.7 billion dollars in private in-
surance reserves was almost twice that of the pre-
war period, and part of the increase represented
new life insurance policies which would be con-
tinued long after the war had ended.

In the postwar period, the net total of individual
savings declined to an average of 11.7 billion dol-
lars per year, as compared with the wartime aver-
age of 21.6 billion. As would be expected, pur-
chases of Federal Government securities by indi-
viduals were sharply curtailed once the period of
war financing was ended. However, the average
amount of savings lodged with savings institutions
increased after the war—in the case of savings and
loan associations, from roughly 0.6 billion dollars
per year to L.1 billion; in the case of insurance com-
panies, from 2.7 billion to 3.5 billion. One other
characteristic of the postwar period is worth noting
—it was the only one of the three periods in which
individuals added to their holdings of corporate
securities, The amount of such increase was small,
however, in comparison with other forms of indi-
vidual saving. It was only 3 billion dollars as com-
pared with an increase totaling 17 billion in mutual
savings bank deposits, savings and loan association
shares, and private insurance reserves. The 1.3
billion dollar increase in holdings of State and local
government securities appears small in view of the
incentives which high Federal income taxes pro-
vide for investment in tax-exempt securities, and
the greatly increased volume of financing by State
and local governments.

Growth in assets of savings institutions. The
steadily increasing flow of individual savings into
life insurance contracts, savings bank deposits, and
savings and loan shares is reflected in the growth
of savings institution assets. Over the period
1922-48 the combined assets of savings institutions,
as is shown in Table 3, increased from 17 to 89
billion dollars—an expansion of 440 per cent from
their 1921 level. Life insurance company assets
grew steadily throughout the entire period, even
during the depression of the thirties; resources of
mutual savings banks, on the other hand, increased
relatively little during the thirties, while those of
savings and loan associations declined. During the
war and postwar periods, resources of life insurance
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companies and mutual savings banks nearly
doubled, while those of savings and loan associa-
tions more than doubled.

TasLE 3

TorAL AsseTs OF SAVINGS INSTITUTIONS, SELECTED YEARS,
DecemsBer 31, 1921-48

{In billions of dollars]

Group 1921 | 1929 | 1939 | 1948
Total..........ooooiiiiiiin, 16.5 l 35.0 | 46.3 | 89.1
Life insurance companies.......... 7.9 17.5129.2 | 55.4
Mutual savings banks............. 6.2 ]110.1 | 11.9 | 20.4
Savings and loan associations 1. . ... 22.4 7.4 5.2 ] 13.3

1 Total assets, less mortgage-pledged shares.
2 Estimated.

Source.—Institute of Life Insurance; Home Loan Bank Board;
Federal Reserve BULLETIN; Annual Reports of the Comptroller of
the Currency.

Of these savings institutions, life insurance com-
panies have, because of their larger resources, the
greatest influence in the capital markets. Their
total assets exceeded 55 billion dollars at the end
of 1948—about three-fifths of the total for all sav-
ings institutions.

CapriTaL MARKETS ACTIVITIES OF SAVINGS
InsTITUTIONS

Life insurance companies, mutual savings banks,
and savings and loan associations have had a major
role in the investment of individual saving for
some time, but their recent capital markets activi-
ties are of particular interest. For purposes of evalu-
ating these activities, net changes in their various
asset holdings have been computed for the periods
1934-39, 1940-45, and 1946-48. While net changes
in assets do not measure the total volume of funds
flowing into and out of various types of invest-
ments, they serve to indicate the relative importance
of various capital market activities of savings in-
stitutions,

Public versus private financing. During the
period 1934-39 the volume of corporate bonds and
notes issued for new money (that is, total issues
less refunding issues) was relatively small, totaling
3.3 billion dollars. During this same period out-
standing real-estate mortgage debt declined by 2.6
billion dollars, while the marketable public debt
of the Federal Government increased by 11.7 bil-
lion. Savings institutions, having experienced sub-
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stantial depreciation in the market value of their
investments during the depression, were extremely
cautious in their acquisition of business securities
and mortgages. This caution, together with a
relatively small private demand for borrowed funds,
led savings institutions to invest much more heavily
in Government securities than in corporate securities
and real-estate mortgages during the period 1934-39.
In this period, as is shown in Table 4, 7.2 billion
dollars was invested in United States Government
securities and an additional 0.4 billion in State and
local government securities, as compared with a
net increase in business security holdings of 2.3

billion.

TasLe 4

Uses aAND Sources or Savings InstrTuTiON FUNDS,
SeLecTED PERriops, 1934-48

[In billions of dollars]

Item 194648 | 1940-45 | 1934-39
Uses of funds—total............... 22.8 29.9 11.3
Private financing—total. ... ......... 21.0 4.3 2.3
Business!............... . ..., 10.3 2.3 2.3
Real-estate mortgages. ........ 10.6 2.0 0.0
Other?.............. ... ... 0.1 0.0 0.0
Public financing—total . ......... ... 0.4 25.6 7.7
United States Government. . ... 0.0 25.1 7.2
State and local governments. . . . 0.1 0.0 0.4
Foreign governments. ......... 0.3 0.5 0.1
Other3............... 1.4 0.0 1.3
Sources of funds—total............ 22.8 29.9 11.3
Reduction of investment holdings—
olal, .. e 4.1 1.6 2.6
United States Government. . ... 4.1 0.0 0.0
State and local governments. . .. 0.0 1.6 0.0
Real-estate mortgages. . ....... 0.0 0.0 2.6
Other3............ .. ... ... .. 0.0 4.2 0.0
New savings4.................. 18.7 24.1 8.7

! Corporate bonds, notes, and stocks, 3

2 Policy loans and premium notes of life insurance companies;
other loans of mutual savings banks and savings and loan associa-
tions.

3 Cash, real estate, and other miscellaneous assets.

4 Net increase in total assets.

Note.—Data in this table derived from net changes in asset
holdings of life insurance companies, mutual savings banks, and
savings and loan associations. They reflect net, rather than
gross, sources and uses of funds with no allowance made for write-
ups and write-downs of investment values. Details may not add
to totals because of rounding.

Sources,—Institute of Life Insurance; Life Insurance Asso-
ciation of America; Federal Reserve BULLETIN; National Asso-
ciation of Mutual Savings Banks; Home Loan Bank Board;
appendix table.

During the defense and war period 1940-45, the
Federal Government debt expanded greatly,
corporate financing increased moderately, and there
was a slight reduction in the total volume of mort-
gage debt outstanding. During this period, addi-

MarcH 1949

tions to resources of savings institutions increased
substantially as a result of higher wartime incomes
and a curtailed flow of consumer goods. With
public financing requirements greatly in excess of
private capital demand, savings institutions in-
vested the greater part of their newly acquired
resources in securities of the Federal Government.
Consequently, these securities accounted for 25 bil-
lion of the 30 billion dollar net addition to assets of
savings institutions during the period 1940-45.
The postwar period has witnessed the revival of
private capital demands on a greatly enlarged
scale and a sharp curtailment of public financial
requirements in excess of current revenues. Since
the end of 1945, outstanding marketable debt
of the Federal Government has declined by roughly
41 billion dollars, while mortgage debt has in-
creased by an estimated 23 billion and corporate
bond and note issues for new money have totaled
more than 10 billion. Savings institutions, with
substantial resources at their disposal and a desire
for higher rates of return on their investments,
responded to private capital demands by increasing
their holdings of business securities and mortgages
to the extent of 21 billion dollars.
Sources of investment funds. The greater part
of the funds invested by savings institutions during
the period 1934-48 represented new saving, that
is, premium receipts, deposits, and undistributed
earnings on investments. Some funds, however,
have been obtained through sale of previously ac-
quired investments and other assets, as is shown
in Table 4. Thus, during the prewar period 1934-
39, real-estate mortgage holdings of savings insti-
tutions declined by 2.6 billion dollars. While a
large part of this decrease resulted from write-offs
rather than cash collections, part of it represented
repayments of principal and proceeds from sales
which provided funds for reinvestment in other
securities. During the defense and war period
1940-45, approximately 1.6 billion dollars was ob-
tained from the sale or maturity of State and local
government securities, and roughly 4.2 billion from
repayment of policy loans and premium notes, re-
duction of cash balances, and sales of miscellaneous
assets. As some of these miscellaneous assets, such
as company-used buildings and equipment, were
written down in value rather than sold, the figure
of 4.2 billion dollars is only a rough approximation
of the funds obtained from reduction of other assets.
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Postwar liquidation of investment in Government
securities. During the postwar period reduction
in holdings of United States Government securi-
ties has provided a substantial volume of funds
for investment. The funds have been reinvested in
higher-yield and higher-risk business securities and
mortgages. Especially in the case of the insurance
companies the shift of investment from Government
securities to private securities and mortgages re-
sults from an effort to improve the average return
on total investments, which has declined persist-
ently since the late twenties.

During the period 1946-48, as is shown in
Table 4, savings institutions supplemented new
savings with a net amount of 4.1 billion dollars
obtained from the maturity and sale of Govern-
ment securities in excess of purchases. During
the first half of 1946, savings institutions contin-
ued to purchase substantial amounts of Govern-
ment securities. Around the middle of 1946, how-
ever, savings and loan associations began to de-
crease their holdings of Government securities, as
is shown in Table 5. In 1947 life insurance com-
panies followed and, by the end of 1948, their
holdings had been reduced by 5.3 billion dollars.

Sales, rather than redemptions at maturity, ac-
counted for the major part of the decline.?

Over the period July 1946-December 1948 dis-
investment from Government securities by mutual
savings banks and savings and loan associations
was small relative to that of life insurance com-
panies, and for the most part represented maturi-
ties rather than sales. Nevertheless, during the
two and one-half years the combined sales and
maturities of Government securities held by sav-
ings institutions amounted to some 6 billion
dollars.

Importance of financing by savings institutions.
The importance of savings institution activities
in the capital markets is indicated in approximate
terms by Table 6. In this table net changes in
their principal investment holdings are compared
with corresponding net changes in three major
types of outstanding debt. During the period
1934.39 the net increase of 7.2 billion dollars in

8 These figures do not reflect with complete accuracy the total
volume of life insurance company funds flowing into and out
of Government securities during this period. For one thing,
they represent changes in par rather than book value of secu-
rity holdings. For another, decreases in bills, notes, and certi-
ficates are assumed to have resulted from maturities rather
than sales.

TasLE 5

CHaNGEs 1IN HoLpiNgs oF UNITED STATES GOVERNMENT MARKETABLE SECURITIES, SELECTED PEriops, 1945-48

fIn billions of dollars]

1946 1947 1948
Dec. 1944- July 1946-
Holders
June 1946 July- TJan.- TJuly- Jan.- Tuly- Dec. 1948
Dec. June Dec June Dec.
All groups—net change............... 28.0 —13.0 -7.9 -2.9 —-5.4 -2.9 -32.1
Life insurance companies, net change . ...... ... ... ... ..... 5.1 %) —-0.5 —1.4 —1.3 -2.0 —~5.3
Net increase resulting from purchase or exchange......... 7.3 0.5 0.2 0.2 ®) 0.1 1.0
Net decrease resulting from:
Sales. .. ... 1.9 0.4 0.3 1.3 1.2 2.1 5.3
Maturity or conversion. ........... ... o 0.3 0.1 0.4 0.3 0.1 Q] 0.9
Mutual savings banks, net changed. ... ... ..................... 3.0 0.3 0.3 —-0.3 (%) —0.6 —-0.3
Net increase resulting from purchase or exchange......... 5.6 0.7 0.6 0.4 0.4 0.4 2.5
Net decrease resulting from:
SaleS. e 2.4 0.4 0.2 0.6 0.3 0.9 2.4
Maturity or conversion. .. ... 0.2 ) ® 0.1 0.2 0.1 0.4
Savings and loan associations. . 0.5 -0.2 -0.1 —-0.2 —-0.1 -0.1 —0.7
Other holders4.. ... ..o i i i i 19.2 -13.0 —-7.6 -1.0 —4.0 -0.2 —25.8

! Changes in holdings of approximately 310 life insurance companies.

2 Less than 50 million dollars, | .

3 Changes in holdings of approximately 540 mutual savings banks.

¢ Includes all other nonbank and bank holders.

Note,—Figures, except those for savings and loan associations, represent changes in par value of marketable U. S. Government
security holdings. Bond maturities estimated from date of first call or maturity of individual issues. Decreases in holdings of bills,
notes, and certificates assumed to be result of maturity or call; to this extent data overstate maturities and understate sales, Details
may not add to totals because of rounding.

Sources.—Except for savings and loan associations, computed from data published in Treasury Bulletin.

Savings and loan associa-
tion data from Home Loan Bank Board.
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savings institution holdings of United States Gov-
ernment securities amounted to approximately
three-fifths of the increase in marketable public
debt of the Federal Government. The increase in
their holdings of corporate bonds and notes
amounted to 2.2 billion dollars, as compared with
an estimated decrease of 3.3 billion in total long-
term corporate debt, exclusive of corporate mort-
gage debt, outstanding. The decrease in their
mortgage holdings equaled the decline in estimated
mortgage debt outstanding.

TaBLE 6

CoMpPARISON OF CHANGES IN INVESTMENTs OF SAVINGS
InsTITUTIONS WITH CHANGES IN Qurstanping U. S.
GOVERNMENT SEcURrITIES, CORPORATE BoNDs
AND NoTEs, AND REAL-ESTATE MORTGAGES

[In billions of dollars]

Item 1946-48 | 1940-45 | 1934-39
U. S. Government marketable public
securities, changes in:
Total outstanding............... —41.3 |+164.1 | +11.7
Savings institution holdings. . .. .. —4.1 | +25.1 +7.2
Corporate bonds and notes, changes
in:
Total outstanding. ....... ....... 49.1 —~5.9 —-3.3
Savings institution holdings...... +49.8 +1.8 +2.2
Real-estate mortgages, changes in:
Total outstanding. ... ........... +23.0 —0.5 ~2.6
Savings institution holdings . . +10.6 +2.0 —2.6

Not1e.—Figures for savings institutions represent changes in
par value of holdings; corporate bonds and notes, changes in
estimated long-term corporate debt, net of mortgage debt; real-
estate mortgages, changes in estimated total farm and nonfarm
mortgage debt. Change in total of corporate bonds and notes
and of real-estate mortgage debt outstanding during 1946-48
partly estimated.

SOURCES.—Treasury Bulletin; Department of Commerce; Home
Loan Bank Board; Spectator Life Insurance Year Book; Federal
Reserve BULLETIN; appendix table.

Wartime additions to savings institution hold-
ings of United States Government securities
amounted to 25 billion dollars—somewhat less than
one-sixth of the growth in marketable public debt.
During this period their additions to business se-
curity holdings amounted to 1.8 billion, as com-
pared with an estimated decrease of 5.9 billion in
long-term corporate debt. Their mortgage holdings
increased by nearly 2 billion dollars in the face of
a continued decline in total outstanding mortgage
debt.

During the postwar period 1946-48 savings in-
stitutions played a major part in meeting the exter-
nal financing requirements of business. The net
increase in their holdings of business securities ex-
ceeded the estimated increase in long-term corporate
debt. At the same time, their holdings of mort-
gages increased roughly two-fifths as much as the
estimated growth in total mortgage debt. Their
reduction of Government security holdings, on the
other hand, was equal to about 10 per cent of the
decline in outstanding marketable debt of the
Federal Government.

As a result of their wartime and postwar invest-
ment activities, the importance of savings institu-
tions as suppliers of private credit in the form of
business bonds and notes and real-estate mortgages
has increased substantially. At the present time,
combined mortgage and corporate bond holdings
of life insurance companies, mutual savings banks,
and savings and loan associations represent nearly
one-half of total mortgage and long-term corporate
debt outstanding, as compared with a prewar
1929-39 average of less than one-third.

Nore.—~End-of-year assets of the savings institutions discussed in this article are sum-
marized for the period 193948 in the following appendix table.
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AprpENDIX TABLE
AsseTs OF SELECTED Savines INstiTUTIONS, DECEMBER 31, 1939-48

[In billions of dollars)

1939 | 1940 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1947 | 1948
Life Insurance Companies !
Total. ..o e e e 202 130.8132.7|34.9(37.8|41.1 | 44.8(48.2 | 51.7 | 55.4
Government securities, tolal. .. ... ..ot 7.7 8.4 903|116 14.8|18.5}22.5123.5]21.9) 19.1
United States 5.4 5.9 6.7 9.2 112.4|16.4 [ 20.6 ] 21.6 | 20.0 | 16.7
State and local 2. . 1.7 1.9 1.9 1.7 1.5 1.1 0.7 0.6 0.6 0.9
Forelgn2. . ... i i e 0.6 0.6 0.7 0.7 0.9 1.0 1.2 1.3 1.3 t.5
Business securities, total. . ........ ... o i iiiiiiiii 8.5 9.2(10.2 103105107 | 11.1|13.1]|16.2)20.4
Railroad bonds. ...... 2.8 2.9 2.9 2.8 2.8 2.8 3.1 2.9 2.9 3.0
Public utility bonds........ 3.8 4.3 4.9 5.2 5.2 5.3 5.3 5.6 6.9 8.7
Industrial and misc. bonds 3. . .ol 1.4 1.5 1.9 1.9 1.9 1.9 1.9 3.4 4.9 7.2
SEOCKS. .ttt i e e e e 0.5 0.6 0.6 0.6 0.6 0.7 1.0 1.2 1.4 1.5
Real-estate mortgages, tolal. ... ... .. cuiiinienninninnn. 5.7 6.0 6.4 6.7 6.7 6.7 6.6 7.2 8.7 110.9
- 3 4 ¢ PN 0.9 0.9 0.9 0.9 0.8 0.8 0.8 0.8 0.9 1.0
Other. . .o e e e 4.8 5.1 5.5 5.8 5.9 5.9 5.9 6.4 7.8 9.8
Real-estate holdings.......... ... ... . o i, 2.1 2.1 1.9 1.7 1.4 1.1 0.9 0.7 0.9 1.1
Policy loans and premium notes. . ...........veeenvenennn. 3.2 3.1 2.9 2.7 2.4 2.1 2.0 1.9 1.9 2.1
Cash4. ... .. ..., 0.9 1.0 0.9 0.7 0.9 0.7 0.9 0.7 1.0 0.9
Other assets 1.1 1.1 1.1 1.2 1.2 1.2 0.9 1.1 1.1 1.1
Mutual Savings Banks $
Total.....oovvn i e 11,9120 | 11.8|11.9{13.0| 14.8 | 17.0 | 18.7 | 19.7 | 20.4
Government securities, total. ....... ... ... ... ... o .. 3.7 3.8 4.1 4.9 6.3 &84 |20.8| 119} 12,1 11.6
United States. . . ......coovvveienenan 3.1 3.2 3.7 4.6 6.1 8.3110.7111.84}12.0j 11.5
State and Jocal ¢ 0.6 0.6 0.4 0.3 0.2 0.1 0.1 0.1 0.1 0.1
Business securities 6. 1.6 1.5 1.3 1.2 1.1 1.1 1.2 1.3 1.6 2.2
Real-estate mortgages. . ... 4.8 4.9 4.8 4.6 4.4 4.3 4.2 4.5 4.9 5.5
Other 10ans. . ..o vttt ittt it e 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Cash. . e e e e 0.8 1.0 0.8 0.7 0.8 0.6 0.6 0.8 0.9 0.9
Other 88Sets. ... vvuuin ittt it 0.8 0.8 0.6 0.5 0.4 0.3 0.2 0.2 0.2 0.2
Savings and Loan Associations?
Total. .. e e 5.2 5.4 5.8 5.9 6.4 7.3 8.6 110.1 | 11.7 | 13.3
U. S. Government securities.............ooiviiiiiiiinian. 0.1 0.1 0.2 0.4 0.9 1.7 2.4 2.0 1.7 1.5
Real-estate MOTtZages. . .. .covviiein i ennennonnannn. 3.8 4.1 4.6 4.6 4.6 4.8 5.4 7.1 8.9 1 10.4
Other loans and investments. . ...........o.voiiiinien, 0.1 0.1 0.1 0.1 0.1 0.1 0.1 1.0 0.1 0.1
Real-estate holdings. ... ..ottt iiienrennnnnnnn. 0.7 0.5 0.3 0.2 0.1 (®) *) (8) ®) (8)
Cash. . e e e e 0.3 0.3 0.3 0.4 0.5 0.4 0.5 0.5 0.6 0.7
Other as8ets. ... vttt ittt i it i e 0.3 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.6

1 Unless otherwise noted, data are from Institute of Life Insurance, Life Insurance Fact Book, 1948,

2 Data for years 1939-41 inclusive estimated from reports of 49 life insurance companies compiled by Life Insurance Association of
America; data for other years supplied by the Institute of Life Insurance,

3 Figures for recent years include small amounts of World Bank bonds.

4 Data from Spectator Life Insurance Year Book, 1948, and Institute of Life Insurance,

5 Major items from Federal Reserve BULLETIN; others from Federal Reserve Board, National Association of Mutual Savings Banks,
and Annual Reports of the Comptroller of the Currency.

" h5 ECstimated on basis of data published by National Association of Mutual Savings Banks and in Annual Reporis of the Comptroller
of the Currency.
Major items from Home Loan Bank Board, Siatistical Summary, 1948; other items supplied by Home Loan Bank Board,
8 Less than 50 million dollars.

NotE.—Details may not add to totals because of rounding.
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Administrative interpretations of banking laws, new regulations issued by the
Board of Governors, and other similar material,

Commodity Credit Corporation Paper
Amendment to Regulation A

The Board of Governors of the Federal Reserve
System, effective February 17, 1949, amended Regu-
lation A relating to discounts for and advances to
member banks by Federal Reserve Banks, so as
to provide that the requirement that a note be nego-
tiable in order to be discounted shall not apply to
any note evidencing a loan which is made pursuant
to a commodity loan program of the Commodity
Credit Corporation and which is subject to a com-
mitment to purchase by the Commodity Credit
Corporation, The regulation was further amended
to provide for the use of certificates of interest such
as are issued by the Commodity Credit Corporation
under its cotton loan program as security for ad-
vances made to member banks. Also, the provision
of the regulation waiving the requirement of nego-
tiability in the case of any note evidencing a loan
which is the subject of a guarantee or commitment
made pursuant to Executive Order No. 9112 or
the Contract Settlement Act of 1944 has been elim-
inated because it is now obsolete. The text of the
amendment to Regulation A is as follows:

AMENDMENT TOo RecuLaTioNn A

Effective February 17, 1949, Regulation A is
amended in the following respects:

1. The last sentence * of subsection (%) of sec-
tion 1 is amended to read as follows:

The requirement of this section that a note be
negotiable shall not be applicable with respect to
any note evidencing a loan which is made pur-
suant to a commodity loan program of the Com-
modity Credit Corporation and which is subject
to a commitment to purchase by the Commaodity
Credit Corporation.

2. Subsection (a) of section 2 is amended by
adding thereto a new sentence reading as follows:

¥ This sentence was added to the regulation in 1942 and con-
stitutes the third sentence of subsection (k) of section 1.

Marcua 1949

In the event notes which evidence loans made
pursuant to a commodity loan program of the
Commodity Credit Corporation and which com-
ply with the maturity requirements of subsec-
tion (@) of section 1 of this regulation have been
deposited in a pool of notes operated by the
Commodity Credit Corporation, the certificate of
interest issued by the Commodity Credit Cor-
poration which evidences the deposit of such
notes may be accepted as security for an advance
made to a member bank under this subsection.

Consumer Instalment Credit
Amendment to Regulation W

The Board of Governors, effective March 7, 1949,
adopted an amendment to Regulation W—Con-
sumer Instalment Credit—making the standard
maximum maturity on all extensions of consumer
instalment credit uniformly 21 months, instead of
15 to 18 months, and reducing minimum down
payments on furniture, appliances, etc., from 20
per cent to 15 per cent, while retaining the 3313
per cent minimum down payment on automobiles.
The amendment also contains two minor modifi-
cations of a technical nature,

The text of the amendment is as follows:

AMENDMENT No. 3 to RecurLation W

Regulation W is hereby amended in the follow-
ing respects, effective March 7, 1949:

1. By inserting the following immediately after
the words “structure or” and immediately before
the number “(2)” in section 7(g) of the regula-
tion:

other entire unit designed for residential occu-

pancy, or

2. By changing “20 per cent” and “80 per cent”
in Part 1, Group B of the Supplement to read,
respectively, “15 per cent” and “85 per cent.”

3. By changing Part 2 of the Supplement to read

as follows:
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Part 2. Maturities—~The maximum maturity
for all listed articles and for unclassified instal-
ment loans is 21 months.

4. By changing the figure “20” to “24” in Part
3 of the Supplement.

Resale of Repossessed Article

The fact that an automobile or other listed
article has been repossessed does not, in the Board’s
view, in any way authorize the resale of the article
on terms different from those otherwise applicable
under Regulatdon W. It is immaterial that the
repossession and sale to a new purchaser follow a
“bona fide collection effort,” referred to in section
5(¢){(1) of the regulation, rather than an ordinary
repossession of the car. The “obligation” referred
to in both sections 5(c}(1) and 5(c)(2) is the
obligation of the original obligor, and not the
obligation of a new purchaser or obligor. Thus,
any instalment credit arising from the subsequent
sale of a repossessed automobile or other listed
article should comply with the down payment or
mazximumi loan value, and instalment payment and
maturity requirements of the regulation. Any trans-
fer by a finance company or other Registrant to a

248

third person of the unpaid balance of an instalment
credit following repossession of a listed article, the
effect of which would release the original obligor
or purchaser or substitute a new obligor or pur-
chaser, would be subject to the above views.

While the foregoing is believed to be clear under
the regulation, it was considered desirable in this
manner to remove any misunderstanding that may
have arisen with respect thereto.

Sale of Demonstrator Automobile

The Board is of the view that the sale of an
automobile which has been used and driven as a
“demonstrator” by an automobile dealer or sales-
man constitutes the sale of a used automobile for
the purposes of Regulation W. This view applies
even though the automobile has not been sold
previously, and regardless of whether the sale of
the demonstrator occurred before or after the next
successive model change for the make of automo-
bile in question. In such a case, Part 4 of the Sup-
plement to the regulation requires that the down
payment or maximum loan value be calculated on
the basis of the specified percentage of the “ap-
praisal guide value” where such value is lower than
the “cash price.”
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CURRENT EVENTS AND ANNOUNCEMENTS

Federal Reserve Meetings

The Federal Advisory Council met in Washing-
ton on February 13-15. The annual organization
meeting of the Council was held on February 13,
at which Edward E. Brown, Chairman of The
First National Bank of Chicago, was re-elected
President; C. E. Spencer, Jr., Chairman of The
First National Bank of Boston, was re-elected
First Vice President; Robert V. Fleming, Presi-
dent and Chairman of The Riggs National Bank,
was re-elected Second Vice President; and Herbert
V. Prochnow was reappointed Secretary. The
Council met with the Board of Governors of the
Federal Reserve System on February 15.

A meeting of the Presidents of the Federal Re-
serve Banks was held in Washington on February
25 and 26, and on February 28 the Presidents met
with the Board of Governors.

On February 28 and March 1 meetings of the
Federal Open Market Committee were held. At
the meeting on March 1, Thomas B. McCabe was
re-elected as Chairman of the Committee and Allan
Sproul as Vice Chairman. The representative
members of the Committee elected by the Federal
Reserve Banks for the period of one year beginning
March 1, 1949, are Allan Sproul, Hugh Leach,
Ray M. Gidney, W. S. McLarin, Jr., and C. E.
Earhart, Presidents of the Federal Reserve Banks
of New York, Richmond, Cleveland, Atlanta, and
San Francisco, respectively. The members of the
executive committee are Thomas B. McCabe,
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Chairman; Allan Sproul, Vice Chairman; Marriner
S. Eccles; James K. Vardaman, Jr.; and Hugh
Leach.
Change in Board’s Staff

Mr. Frank A. Southard, Jr., resigned as Asso-
ciate Director of the Board’s Division of Research
and Statistics efective February 28, 1949, to accept
the appointment as United States Executive Di-
rector of the International Monetary Fund. Mr.
Southard became associated with the Board on
August 16, 1948, having previously served as Di-
rector of the Office of International Finance of the
Treasury Department.

Death of Director

Mr. L. H. Lund, Vice President and Treasurer,
Westinghouse Electric Corporation, Pittsburgh,
Pennsylvania, who had served as a Class B director
of the Federal Reserve Bank of Cleveland since
January 1, 1948, died on March 14, 1949,

Admissions of State Banks to Membership in the
Federal Reserve System

The following State banks were admitted to
membership in the Federal Reserve System during
the period January 16, 1949 to February 15, 1949:

Okio

Rock Creck—The Citizens Banking Company
of Rock Creck, Ohio

Virginia
Tappahannock—Southside Bank

249

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



NATIONAL SUMMARY OF BUSINESS CONDITIONS
[Compiled February 24, and released for publication February 26]

Industrial production showed little change in
January, continuing somewhat below the peak of
last October and November. Employment in
manufacturing showed a marked decline. Value
of department store sales showed a larger decline
than usual in January and the first three weeks of
February. Prices of agricultural commodities de-
creased further but recovered part of their declines
in mid-February. Prices of some industrial prod-
ucts were reduced further.

InpUstRIAL PrRODUCTION

The Board’s seasonally adjusted index of indus-
trial production was 191 per cent of the 1935-39
average in January, as compared with 192 in De-
cember, 195 in November, and 193 in January 1948.
Activity in durable manufacturing industries de-
creased slightly in January, while nondurable goods
production was somewhat above the December rate.
Output of minerals declined 3 per cent.

Steel production rose 2 per cent in January to
capacity levels and was at the highest rate on record.
Activity in the automobile industry also expanded,
reflecting mainly increased production of trucks and
of parts for new model passenger cars. Output in
the steel and automobile industries has been main-
tained at the advanced January rate in February.
Activity in machinery industries decreased about
4 per cent in January, reflecting reductions in indus-
trial equipment as well as household appliance lines.

INDUSTRIAL PRODUCTION
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Monthly figures, latest shown are
for January.
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Lumber production showed a substantal decline,
in part because of unfavorable weather conditions
in the Northwest, and activity in the furniture
industry declined 6 per cent. Output of most other
durable goods was maintained at about the De-
cember level.

According to preliminary indications, output of
nondurable goods showed a slight increase in
January. Activity at cotton textile, paper, and
paperboard mills was above the reduced December
rate. Newsprint consumption showed less than
the usual seasonal decline, Activity in the pe-
troleum refining, chemicals, and rubber products
industries, on the other hand, was reduced some-
what. Output of manufactured food products
showed the usual large seasonal decline.

Crude petroleum production declined 3% per
cent in January and was curtailed further in the
early part of February, as stocks of crude and
refined products continued to rise. Anthracite pro-
duction was curtailed sharply in the latter part of
January and early February, mainly because of un-
usually mild winter weather in the East. Output
of bituminous coal and of metals was maintained
in January at the reduced level of the preceding
month.

EMPLOYMENT

Employment in nonagricultural establishments

showed more than the usual large seasonal decline

EMPLOYMENT IN NONAGRICGULTURAL ESTABLISHMENTS
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NATIONAL SUMMARY OF BUSINESS CONDITIONS

in January and was 250,000 less than in January
1948, reflecting mainly reduced employment in most
manufacturing industries. The number of persons
unemployed increased by 700,000 in January and
was substantially above the level of a year ago.

CONSTRUCTION

Value of construction contract awards, according
to reports of the F. W. Dodge Corporation, dropped
sharply in January, with marked declines in most
classes of construction. The number of new dwell-
ing units started in January, as estimated by the
Bureau of Labor Statistics, was 50,000 units as
compared with 56,000 in December and 53,000 in
January 1948,

DistrisuTion

Value of merchandise sold at department stores,
despite a large number of special sales, showed
more than the usual seasonal decline in January.
The Board’s adjusted index was 290 per cent of
the 1935-39 average, as compared with 309 in De-
cember and 286 in January 1948. Sales during the
first three weeks of February were 4 per cent smaller
than in the corresponding period last year.

Carloadings of railroad freight generally declined
further in January and the early part of February
and were about 10 per cent below a year ago. De-
clines in rail freight from the levels of a year ago
have resulted in part from diversion of shipments
to other forms of transportation.

CommopiTy Prices

Following marked declines in January, prices of

CONSUMERS' PRICES
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farm products and foods dropped further in the
early part of February but in mid-February returned
to the levels prevailing at the beginning of the
month. Prices of some industrial commodities
including scrap metals, alcohol, and rayon and
petroleum products, were reduced further in Febru-
ary, while prices of most other industrial items
continued to show little change.

Retail food prices continued to decline from
mid-January to mid-February, reflecting mainly
further sharp decreases in meat prices. In the
latter part of February wholesale prices of meats
showed some advance from the earlier low points
which were one-fourth below the record levels pre-
vailing last summer.

Bank CrepiT

Seasonally large Treasury tax receipts increased
Treasury deposits at the Reserve Banks in the latter
part of January and the first half of February.
This reduced deposits and reserves of commercial
banks, and banks sold short-term Government
securities and drew down their excess reserves.
Reserve Bank holdings of Government securities
increased as purchases of short-term securities ex-
ceeded further sales of bonds.

Business loans at banks in leading cities declined
somewhat during the last half of January and the
first half of February. Holdings of Government
securities were reduced, reflecting sales of short-
term securities. Banks outside New York City
increased considerably their portfolios of Treasury
bonds.

LOANS AT MEMBER BANKS IN LEADING CITIES
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UNITED STATES
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS

[In millions of dollars]

Reserve Bank credit outstanding Member
bal[)lkl réserve
alances
U. S. Government Treas- l’ll;l;]egse-_ Other
) securities g‘:g'_ Money T:'S_as- posits | Non- l:;a;il-
Date Dis- Gold rency in cir- CaS};l with | mem- Re
counts R All stock | "o’ | cula- | oy | Federalber de-| 00,
and Bills, therl Total tand tion : Re- | posits E
ad- certifi-) Ot€ stand- ngs | serve ac~t Total *,
vances | Total || Bonds | cates, ing Banks counts cess
and
notes
Monthly averages of
daily figures:
1947—Nov........ 313(22,082 786{21,296 472{|122,866]22,479| 4,551) 28,648] 1,330{ 1,287 1,011 631|16,988 850
Dec 268i21,905| 1,507{20,398 685|122,858122,712| 4,556] 28,937| 1,330 967| 1,016 614(17,261 987
1948—Jan.. .. 224(21,673|| 3,608/18,065 551)(22,447|22,816 4,559| 28,394| 1,329| 1,130 1,014 566(17,390( 1,082
ov. 353}23,028)| 11,172]11,856 449||23,830/24,110| 4,580| 28,277 1,321 1,563 984 540(19,835 773
. 330123,002] 11,085]11,917 645|123,97824,218| 4,584| 28,423| 1,319 1,398 1,051 600(19,990 797
1949-—]311 347122,289([ 10,620{11,669 5134(23,150{24,259| 4,587| 27,850| 1,327) 1,014| 1,211 603119,991 838
End-of-month figures:
l947—-N0v. 29.... 331)22,209 971)21,238 435|(22,97522,614| 4,557| 28,766 1,324 1,277/ 1,180 626(16,974 829
Dec. 31.. .. 85122,559| 2,853]19,706 536(23,181|22,754| 4,562| 28,868| 1,336 870 961 563(17,899; 1,499
1948—Jan, 31.... 327121,925|| 4,791i17,134 530i22,782|22,935| 4,561| 28,111| 1,305 2,343( 1,049 551(16,919 768
Nov. 30.... 337(23,206]| 11,181/12,025 339|123,881|24,166] 4,585 28,331| 1,332f 1,601 932 541(19,894 809
Dec. 31.... 223123,333|; 10,977(12,356 542|124,097(24,244] 4,589 28,224| 1,325| 1,123 1,189 590/20,479( 1,202
1949—7Jan. 31.... 456(22.109|] 10,224|11,885 349(122,914(24,271| «,589( 27,580 1,336| 1,514] 1,194 611119,540 477
Wednesday figures:
1948—Apr. 7.... 260{20,477|] 5,747|14,730 347|/21,085(23,147| 4,558 27,833| 1,329 1,140 994 590i16,905 822
Apr. 14.... 221)20,593!] 5,835|14,758 315||21,130|23,152 4,558( 27,774 1,320 1,177 929 590117,050 894
Apr. 21.... 234)20,394|| 5,924(|14,470 338(|20,966(|23,159| 4,557| 27,718 1,336 1,283 911 590116,845 701
Apr. 28.... 259|20,440|] 6,084|14,356 253(20,952(23,167| 4,561| 27,682 1,326/ 1,185 856 587|17,043 879
May S5.... 230{20,251;] 6,193|14,058 374120,856(23,176| 4,561| 27,762 1,329 1,114 810 54517,033 817
May 12. 25020,348|| 6,281114,067 440|/21,038|23,225| 4,560( 27,762 1,319/ 1,319 792 544|17,087 884
May 19 . 225(20,098!| 6,339(13,759 351|20,674(23,245| 4,559| 27,690 1,329 1,612 795 546{16,506 294
May 26.... 321420,592|| 6,323[14,269 287(121,201]23,295] 4,561| 27,700 1,333| 1,788 788 547/16,901 723

239120,683/1 6,183(14,500 369|21,292|23,343 4,562| 27,895| 1,335 1,567 754 551117,094 941
312|20,349|| 6,182(14,167 294(|20,955/23,362| 4,560| 27,864 1,337/ 1,144 828 551(17,154 908
294|20,749|| 6,177(14,572 476(121,519(23,515 4,560| 27,808 1,331 984 879 593117,9991 1,132
353{21,010{| 6,175|14,835 358((21,721|23,523| 4,561| 27,792] 1,317| 1,863 827 598117,408 728
265{21,366;| 6,206|15,160 268|]21,900(23,532| 4,565| 27,903] 1,327| 1,928 859 592117,389 742

398§21,535| 6,210(15,325 310(122,243]23,584| 4,562| 28,1421 1,334 1,841 877 612117,584| 1,003
316i21,521|| 6,321(15,200|  302|22,139{23,593{ 4,562{ 27,959 1,331| 1,861 898 613(17,631 937
285{21,326(] 6,449(14,877 277\121,888/23,650] 4,561 27,864] 1,324 1,879 920 611(17,503 723
327|21,209] 6,564|14,645 187)j21,723)23,670| 4,563} 27,821 1,329 1,822 875 576(17,534 759

282(21,378|] 6,966{14,412 237([21,897(23,679| 4,564| 27,922( 1,330 1,852 860 569(17,606 730
293(21,566|| 7,215{14,351 205((22,064/23,688| 4,564| 27,966] 1,324 1,756 865 570)17,834| 1,003
301(21,551)| 7,410/14,141 273(|22,125)23,708] 4,565} 27,979 1,322] 1,963 965 566|17,603 729
324(21,460|} 7,587)13,873 210)[21,993/23,711| 4,564| 27,965 1,324| 1,902 843 567(17,668 811

318(21,411}| 7,795[13,616 208([21,937|23,725| 4,568| 28,072 1,323] 1,693 855 564(17,724 853
310(21,240|| 7,864/13,376 284121,834/23,793| 4,571| 28,287 1,326 1,331 872 565(17,817 926
283{21,205/| 8,455{12,750 4331121,921123,850) 4,571| 28,156; 1,321 661 875 592(18,737| 1,647
309)21,860|| 8,944(12,916 376|22,545(23,865} 4,570; 28,083} 1,319 1,436 858 591)18,694 979
357|23,282{y 9,202{14,080 314{123,953(23,872} 4,573 28,080{ 1,324] 1,660 864 586119,884 940

296(23,143;] 9,483113,660 268|123,707)23.888| 4,572 28,202 1,324 1,596 867 596]19,584 607
500{23,303}| 9,736[13,567 1641(23,967]23,965| 4,572| 28,284| 1,317| 1,551 916 596119 ,840 929
289]23,192}| 10,132|13,060 388123,869123,983| 4,574| 28,157| 1,326] 1,530 213 500119,910 870
300)23,242{| 10,683{12,559 254{|123,797{23,996| 4,575{ 28,091 1,322 1,524 888 583|19,960 874

320{23,239}| 11,13712,102 170/123,729]24,007| 4,578| 28,254| 1,317| 1,473 886 539|19,846 858
326j23,144)| 11,22311,921 458l/23,929124,097| 4,579( 28,337 1,317 1,553 912 539(19,947 922
282(22,930( 11,156[11,774 622((23,834(24,110| 4,579 28,215| 1,324| 1,591 901 539|19,953 815
582(22,993| 11,166[11,827 366((23,941({24,150| 4,580| 28,305 1,317 1,650 922 542(19,934 830

Dec. 1.... 306(23,165 11,168(11,997 312|123,783|24,165| 4,583| 28,322| 1,338| 1,527 927 541(19,877 783
Dec. 8.... 399(23,004{| 11,110(11,894 324({23,727/24,218| 4,585| 28,415| 1,314 1,540 986 548119,727 660
Dec, 15.... 266(22,993|) 11,112/11,881 659(|123,919,24,230| 4,585| 28,369 1,327 969 994 640)20,435] 1,216
Dec, 22.... 426(22,845(] 11,057/11,788 950((24,221/24,234} 4,584| 28,560 1,326{ 1,575] 1,033 647|19,899 662
Dec. 29.... 255123,347(| 11,001}12,346 512(]24,113|24,236] 4,585} 28,325] 1,329/ 1,283] 1,106 653/20,238| 1,058
1949—Jan. 5.... 229|22,919]| 10,907112,012 579(|23,727/24,249] 4,586{ 28,151 1,322 951! 1,167 597{20,375] 1,131
Jan, 12.... 364(22,465(| 10,772(11,693 364([23,193124,253| 4,586( 27,919 1,323 939 1,145 600]20,105 987
Jan., 19.... 241(22,117) 10,603(11,514 640|22,999(24,264] 4,586 27,717| 1,327 804| 1,267 602120,133 950
Jan, 26.... 458|22,0390) 10,265[11,774 463|(22,960(24,268] 4,587| 27,561| 1,333| 1,135 1,138 613/20,035 922
Feb. 2.... 297)22,215( 10,191112,024 314/|22,827|24,279| 4,588| 27,556 1,327 1,284] 1,203 613(19,711 639
Feb. 9.... 251122.350( 10,105i12,245 235/|22,836(24,279| 4,587 27,557| 1,327, 1,430} 1,176 614(19,597 676
Feb. 16.. . 238(22,303!! 9,993{12,310 385/122,926(24,284) 4,586| 27,480| 1,323| 1,754| 1,177 615/19,447F 535

Feb. 23.. . 303122,358]] 9,922/12,436 186|[22,847(24,290| 4,586| 27,551| 1,326] 1,591} 1,193 621119,441F 7620

? Preliminary.
1 Includes industrial loans and acceptances purchased shown separately in subsequent tables.
* End of month and Wednesday figures are estimates.

Back figures.—See Banking and Monetary Statistics, Tables 101-103, pp. 369-394; for description, see pp. 360-366 in the same publication,
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FEDERAL RESERVE BANK DISCOUNT RATES

[In effect February 28.

Per cent per annum)]

Discounts for and advances to member banks Advances to individuals,
partnerships, or corpora-
Advances secured by tions other than member
Government obligations and Other secured advances banks secured by direct
Federal Reserve Bank discounts of and advances [Sec. 10(b; obligations of the U. S,
secured by eligible paper (last par. Sec. 13)
(Secs. 13 and 13a)!
Rate Effective Rate Effective Rate Effective
Boston. .. 114 Aug. 13, 1948 2 Aug. 13, 1948 214 Jan, 14, 1948
New York... 115 Aug. 13, 1948 2 Aug. 13, 1948 2% Apr. 6, 1946
Philadelphia 134 Aug. 23, 1948 2 Aug. 23, 1948 214 Aug. 23, 1948
Cleveland. ... .c..oi i i 114 Aug. 13, 1948 2 Aug. 13, 1948 235 Aug. 13, 1948
Richmond.........oooiiiiiiiiiiiiin i, 114 Aug. 13, 1948 2 Aug. 13, 1948 214 Mar. 16, 1946
Atlanta. .. .oo et e e 1ls Aug. 13, 1948 2 Aug. 13, 1948 214 Jan. 24, 1948
Chicago.... 114 Aug. 13, 1948 2 Aug. 13, 1948 234 Aug. 13, 1948
St. Louis 114 Aug. 19, 1948 2 Aug. 19, 1948 214 Jan. 12, 1948
Minneapolis. .. ..ottt e 114 Aug. 13, 1948 2 Aug. 13, 1948 2% Aug. 23, 1948
Kansas City.....ovvin it iincaneenns 114 Aug. 16, 1948 2 Aug. 16, 1948 214 Jan, 19, 1948
Dallas........ 114 Aug. 13, 1948 2 Aug. 13, 1948 214 Feb. 14, 1948
San Francisco 14 Aug. 13, 1948 2 Aug. 13, 1948 235 Apr. 25, 1946

1 Rates shown also apply to advances secured by obligations of Federal intermediate credit banks maturing within 6 months.

NoTE.-—~Maximum maturities for discounts and advances to member banks are: 15 days for advances secured by obligations of the Federal
Farm Mortgage Corporation or the Home Owners’ Loan Corporation guaranteed as to principal and interest by the United States, or by obligations
of Federal intermediate credit banks maturing within 6 months; 90 days for other advances and discounts made under Sections 13 and 13a of the
Federal Reserve Act (except that discounts of certain bankers’ acceptances and of agricultural paper may have maturities not exceeding 6 months

and 9 months, respectively); and 4 months for advances under Section 10(b).

corporations made under the last paragraph of Section 13 is 90 days.
439-443

S

FEDERAL RESERVE BANK EFFECTIVE MINIMUM BUYING
RATES ON BANKERS’ ACCEPTANCES

[Per cent per annum]

N Rate on In effect be- Previous
Maturity Feb. 28 ginning— rate
1-90days............ 1}/ 1 Aug. 13, 1948 134
91-120days............ 1 Aug. 13, 1948 134
121-180 days. . .......... 1/ 1 Aug. 13, 1948 134

1 Date on which rate became effective at the Federal Reserve Bank
of New York. The same rates generally apply to any purchases made
by the other Federal Reserve Banks.

Back figures.—See Banking and Monetary Statistics, Table 117,
DpD. 443-445.
MEMBER BANK RESERVE REQUIREMENTS
{Per cent of deposits]

Net demand deposits 1
dTimg
s Central eposits
Period in effect reserve Reserve | ountry (all
city city banks member
banks banks banks)
June 21, 1917-Aug. 15, 1936. . 13 10 7 3
Aug, 16, 1936-Feb, 28, 1937..| 1914 15 1034 134
Mar. 1, 1937-Apr. 30, 1937..| 22% 1734 1234 514
May 1, 1937-Apr. 15,1938..| 26 20 14 6
Apr. 16, 1938-Oct. 31, 1941, .| 223 1734 12 5
Nov. 1, 1941-Aug. 19, 1942..} 26 20 14 6
Aug. 20 1942—Sept 13,1942, .| 24 20 14 6
Sept. 14, 1942-Oct. 2, 1942..[ 22 20 14 6
Oct. 3, 1942-Feb. 26, 1948..| 20 20 14 6
Feb, 27, 1948—June 10, 1948. .1 22 20 14 6
June 11, 1948-Sept. 15, 1948. . 24 20 14 4]
Sept. 16-24, 1948 and after?...| 26 22 16 714
1Demand deposits subject to reserve requirements, i, e., total

demand deposits minus cash items in process of collection and demand
balances due from domestic banks (also minus war loan and series E
bond accounts during the period Apr. 13, 1943-June 30, 1947, and all
18) Government demand accounts Apr. 24, 1917-Aug. 23, 1935).

2 Change effective Sept. 16 at country banks; Sept. 24 at other classes.

MAXIMUM RATES ON TIME DEPOSITS

Maximum rates that may be paid by member banks as established by
the Board of Governors under provisions of Regulation Q

[Per cent per annum]

Nov. 1, 1933-iFeb. 1, 1935-| Effective
Jan. 31, 1935|Dec. 31, 1935({Jan. 1, 1936
Savings deposits............ 3 214 234
Postal Savings deposits 3 214 215
Other deposits payable:
In 6 months or more 3 2y 214
In 90 days to 6 months. . .. 3 215 2
In less than 90 days. . .... 3 24 1

Note.—Maximum rates that may be paid by insured nonmember
banks as established by the F. D. 1. C., effective Feb. 1, 1936, are the
same as those in effect for member banks. Under Regulation Q the
rate payable by a member bank may not in any event exceed the maxi-
mum rate payable by State banks or trust companies on like deposits
under the laws of the State in which the member bank is located.
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The maximum maturity for advances to individuals, partnerships, or
Back figures.—See Banking and Monetary Statistics, Tables 115-116, pp.

FEDERAL RESERVE BANK RATES ON INDUSTRIAL LOANS
AND COMMITMENTS UNDER SECTION 13b
OF THE FEDERAL RESERVE ACT

Maturities not exceeding five years
[In effect February 28. Per cent per annum]

To industrial or
commercial To financing institutions
businesses
On discounts or
Federal purchases
Reserve
Bank On On On
1 1 | commit- | Portion commit-
0ans ments | for which Re- ments
institu- | maining
tion is portion
obligated
Boston......... 214-5 14-1%4 (6] *) 15-114
New York,..... 234-5 14-134 ) ® 15-134
Philadelphia. ...} 214-5 14114 () 3y -144
Cleveland. . .... 2145-5 1114 (2) (3) 1s-114
Richmond. ..... 214-5 14-134 (2} @) 14114
Atlanta........ 244-5 -1y () ®) 5 15-114
Chicago........ 214-5 Y1y 236-5 214-5 Y-1Yy
St. Louis....... 3 -5 o114 14-2 (3) -1y
Minneapolis. ...| 234-§ 14-114 ® @) 16-114
Kansas City....| 233-5 14-1Y4 2 (3) 15-114
Dallas.......... 214-5 15-1Y ) (% |si5-1ly
San Francisco...! 214-5 15114 ) (%) 5 34-134

1 Including loans made in participation with financing institutions.

2 Rate charged borrower less commitment rate.

3 Rate charged borrower.

4 Rate charged borrower but not to exceed 1 per cent above the
discount rate.

5 Charge of 1{ per cent is made on undisbursed portion of loan.

Back figures—See Banking and Monetary Statistics, Table 118,
pp. 446-447.

MARGIN REQUIREMENTS 1
[Per cent of market value]

July 5, { Jan. 21, | Effec-
Prescribed in accordance with 945— 1946 tive
Securities Exchange Act of 1934 Jan 20, | Jan. 31, | Feb. 1,
1946 1947 1947
Regulation T:
For extensions of credit by brokers
and dealers on listed securities. . ... 75 100 75
Forshortsales...........cccovvunn. 75 100 75
Regulation U:
For loans by banks on stocks........ 75 100 75

! Regulations T and U limit the amount of credit that may be ex-
tended on a security by prescribing a maximum loan value, which is a
specified percentage of its market value at the time of the extension; the
“‘margin requirements’’ shown in this table are the difference between
the market value (100%) and the maximum loan value.

Back figures.—See Banking and Monetary Statistics, Table 145, p. 504,
and BULLETIN for March 1945, p. 235.
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PRINCIPAL ASSETS AND LIABILITIES OF ALL FEDERAL RESERVE BANKS

[In thousands of dollars]

Wednesday figures End of month
ltem 1949 1949 1948
Feb. 23 Feb. 16 Feb. 9 Feb, 2 Jan. 26 Jan. 19 Jan. 12 Feb. Jan, Feb.
Assets
Gold certificates. ...... 22,428,432|22,418,430(22,418,431|22,418,431|22,388,432(22,368,430(22,363,431{22,428,431/22,398,428(21,096,170
Redemption fund for
F. R, notes.......... 617,188 620,477 623,379 623,514 626,738 627,186 629,665 616,933 626,739 680,050

Total gold certifi-
cate reserves. . ..|23,045,620(23,038,907(23,041,810(23,041,945{23,015,170|22,995,616|22,993,096|23,045,364|23,025,167{21,776,220

Othercash............ 355,250 374,244 357,061 370,406 371,422 357,447 325,636 354,623 366,892 386,715
Discounts and advances:
For member banks. .. 129,807 64,756 77,905 123,827 282,051 65,257 187,946 77,910 283,178 288,953
For nonmember
banks, etc......... 173,250 173,250 173,250 173,250 176,250 176,250 176,250 173,250 173,250 141,800

Total discounts and
advances........ 303,057 238,006 251,155 297,077 458,301 241,507 364,196 251,160 456,428 430,753

780 787 804 854 859 817 840 767 847 4,906

5,305,910| 5,270,417| 5,287,041} 5,220,126 4,978,912} 4,710,580] 4,851,939| 5,303,910| 5,038,026 9,210,661

6,751,769 6,659,269| 6,568,269 6,389,919( 6,338,269! 6,304,769 6,317,769| 6,788,269] 6,421,269 4,390,783
379,050 380,550 389,550 414,250 457,250 499,250 523,300 367,550 426,250 1,734,350
9,921,762| 9,992,937(10,105,125{10,191,054{10,264,754]10,602,867(10,772,357| 9,882,627|10,223,854} 5,687,914

Total U. S. Govt.
securities. . .. ... 22,358,491|22,303,173|22,349,985|22,215,349(22,039,185|22,117,466(|22,465,365|22,342,356(22,109,399(21,023,708

Other Reserve Bank
credit outstanding. .. 184,665 384,474 234,104 313,261 462,099 639,125 362,587 260,602 347,613 650,050

Total Reserve Bank
credit outstanding|22,846,993(22,926,440(22,836,048|22,826,541(22,960,444(22,998,915|23,192,988(22,854,885/22,914,287/22,109,417

Liabilities
Federal Reserve notes. .|23,527,511}23,481,216/23,558,722(23,577,539]23,590,219|23,736,640(23,903,260(23,527,879(23,608,761(24,044,717
Deposits:

Member bank — re-
serve account...... 19,440,860{19,447,005{19,596,912|19,711,208|20,035,393(20,132,511/20,105,472|19,616,686(19,540,181(17,061,817

U. S. Treasurer—gen-
eral account....... 1,591,108] 1,754,494| 1,430,430| 1,283,897| 1,135,457 803,796 939,451} 1,423,346 1,513,653{ 1,591,225
Foreign..... 750,266 728,569 718,226 731,331 679,789 714,985 671,178 750,591 714,671 463,799
Other......... . 443,172 448,554 457,415 471,571 458,448 551,836 473,382 443,877 479,598 690,117
Total deposits. . ... 22,225,406(22,378,622(22,202,983]22,198,007|22,309,087)22,203,128|22,189,483|22,234,500{22,248,103(19,806,958

Ratio of gold certificate

reserves to deposit and

F. R. note liabilities
combined (per cent). .. 50.4 50.2 50.4 50.3 50.1 50.1 49.9 50.4 50.2 49.7

MATURITY DISTRIBUTION OF LOANS AND U. S. GOVERNMENT SECURITIES
HELD BY FEDERAL RESERVE BANKS

[In thousands of dollars)

Total Within | 16 to 30 | 31 to 60 [ 61 to 90 |91 days to| 6 months | 1 year to | 2 yearsto] Over
15 days days days days 6 months | to 1 year | 2 years 5 years 5 years

Discounts and advances:

458,301 287,822 92,360 75,269 2,8500. ...
297,077\ 127,761} 153,700 12,622 2,994|. ... ol
251,155)| 168,414 76,265 5,019 1,457 ..o oo
238,006i| 220,440 11,235 4,917 Lald| oo
303,057(| 193,030 4,880 3,817 101,330|.........{....... ..o

859 764|......... . R 2 70 15 8l
854 759 ininn 20 4 70 15 4l
804 707 ..o 2 4 72 15 L
787 687(. . .ovii i 2 4 75 15 4. .
780 683). ... ...l 2 4 72 15 4.

22,039,185 996,492 826,685|2,726,284|1,404,001(3,397,072(1,966,647| 457,250|1,979,5128,285,242
22,215,349|1,149,919(1,834,732|2,185,158| 992,017(3,402,072({2,046,147| 414,250|1,972,012|8,219,042
22,349,985(|11,293,817(1,827,643|1,988,039|1,177,34213,414,572(2,153,897| 389,550|1,966,823(8,138,302
22,303,173/|2,351,409] 990,048]1,799,981]1,144,779|3,518,932(2,226,897| 380,550|1,864,463|8,026,114
22,358,491|2,297,451{1,146,591|1,600,826(1,282,342(3,518,932(2,313,897| 379,050(1,864,463{7,954,939
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STATEMENT OF

CONDITION OF THE FEDERAL RESERVE BANKS, BY WEEKS

[In thousands of dollars}

: : . - San
. New Phila- Cleve- Rich- . St. Minne- | Kansas
Total Boston York delphia jand mond Atlanta | Chicago Louis apolis City Dallas Igsacrg
Assets
Gold certificates:
Jan. 26...... 22,388,432)1 759,198 7,143,67911,113,031(1,546,608| 980,944| 991,910(4,398,405| 668,194 439,714 824,457 667,643]2,854,649
Feb. 2...... 22,418,431|] 780,517{ 7,196,5051,080,331(1,537,085| 999,735|1,008,754(4,357,754! 699,576 462,649| 818,864! 666,640(2,810,021
Feb. 9...... 22,418,431|1 779,861| 7,190,966}1,089,465|1,557,125] 987,207 992,234|4,349,552! 676,579; 471,686 797,130; 656,901/2,869,725
Feb. 16...... 22,418,430(| 790,615| 7,127,891(1,098,939|1,606,498] 996,119 987,672|4,339,253| 687,116{ 456,580 783,701| 662,294|2,881,752
Feb. 23...... 22,428,432|1 786,919 7,115,945{1,139,998|1,633,082] 990,795 974,020|4,405,370| 661,681 452,771 799,225 648,519|2,820,107
Redemption fund
for F. R. notes:
Jan. 26...... 626,738|| 53,737 53,887| 59,708] 74,954 57,736] 44,134| 106,007 44,741| 23,076] 36,094| 26,605 46,059
Feb. 2...... 623,514 53,575 53,209 59,446 74,756 56,521 43,981| 105,775 44,678 23,051 36,047 26,555 45,920
Feb. 9...... 623,379 53,569 53,179 59,439 74,746 56,509 43,970 105,755 44,670 23,047 36,039 26,548 45,908
Feb. 16...... 620,477 53,426 52,555 59,182 74,578 55,387 43,845] 105.560 44,622 23,022 35,997 26,500 45,803
Feb. 23...... 617,188 53,257 51,803 58,894 74,334 54,123 43,673} 105,499 44,537 22,984 35,941 26,495 45,648
Total gold certifi-
cate reserves:
Jan. 26 23,015,170]| 812,935| 7,197,566|1,172,739{1,621,562|1,038,680/1,036,044|4,504,412{ 712,935] 462,790| 860,551} 694,248]2,900,708
Feb. .[23,041,945]| 834,092| 7,249,714/1,139,777(1,611,841(1,056,256:1,052,735(4,463,529 744,254] 485,700| 854,911 693,195|2,855,941
Feb. 23,041,810)] 8