FEDERAL RESERVE

SULLETIIN

SEPTEMBER 1948

BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

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



EDITORIAL COMMITTEE
Eviviorr THursTON WoobLier THOMAS WinrieLp W. RierLER

The Federal Reserve BuLLeri is issued monthly under the direction of the staff editorial

committee. This committee is responsible for interpretations and opinions expressed, except
in official statements and signed articles.

CONTENTS
PAGE

Agriculture in Mid-1948 1047-1057
1948 Survey of Consumer Finances—Part V. Housing Expenditures and Finance 1058-1065

Regulation of Consumer Instalment Credit. 1066
The Balance Sheet of Agriculture, 1948. 1067-1082
Report of the Nationa!l Advisory Council on International Monetary and Financial

Problems, October 1, 1947—March 31, 1948. 1083-1100
Current Events and Announcements. 1100
Authorization of Bank of the German States to Issue Notes and Coins. 1101-1102
Law Department 1103-1120
National Summary of Business Conditions. 1121-1122

Financial, Industrial, Commercial Statistics, U. S. (See p. 1123, for list of tables) 1123-1179
International Financial Statistics (See p. 1181, for list of tables) 1181-1199

Board of Governors and Staff; Open Market Committee and Staff; Federal

Advisory Council . 1200
Senior Officers of Federal Reserve Banks; Managing Officers of Branches. 1201
Federal Reserve Publications 1202—12({3
Map of Federal Reserve Districts 1204

Subscription Price of BULLETIN

A copy of the Federal Reserve BULLETIN is sent to each member bank without charge, The subscription
%rice in the United States and its possessions, Bolivia, Canada, Chile, Colombia, Costa Rica, Cuba,

ominican Republic, Ecuador, Guatemala, Haiti, Republic of Honduras, Mexico, Newfoundland (in-
cluding Labrador), Nicaragua, Panama, Paraguay, Peru, El Salvador, Uruguay, and Venezuela is
$2.00 per annum or 20 cents per copy; elsewhere, $2.60 per annum or 25 cents per copy. Group sub-
scriptions in the United States for 10 or more copies to one address, 15 cents per copy per month, or
$1.50 for 12 months.

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



FEDERAL RESERVE BULLETIN

VoLumMmE 34

September 1948

Numser 9

AGRICULTURE IN MID-1948

Harvests this season in the United States
are expected to be much larger than a year
ago and substantially in excess of probable
domestic consumption and exports. In-
creases in current supplies and prospects for
larger carryovers at the end of the season
are being reflected in declines in prices of
crops to Federal support levels. On the
other hand, supplies of most livestock and
products are smaller than last year and
prices are higher, far above support levels.

Cash income from the sale of farm prod-
ucts is continuing higher than a year ago
and, although aggregate costs of farm opera-
tion have increased, net income appears
to be close to the level of last year. Mean-
while, the value of farmers’ land and other
assets has shown a further increase, which
has been offset only in part by a rise in in-
debtedness, chiefly in short-term borrowings.
The dollar figures overstate the degree of
farm prosperity because prices in the econ-
omy generally have increased, but in real
terms the purchasing power of farmers is
only moderately below the high level of a
year ago and is much larger than before
the war.

Continuation of farm prosperity in the
fourth postwar season reflects many in-
fluences, both domestic and foreign, which
are making possible the sale of large supplies
at high prices. Consumer demand is at a
higher level this year, reflecting chiefly some
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further rise in consumer disposable income
as a consequence of the income tax reduction
and of substantial wage rate increases in
leading industries. For major crops, carry-
overs at the beginning of the season were
small both here and abroad; exports have
been large, financed in considerable part by
the Federal Government; and a Federal price
support program has been in effect, provid-
ing assurance of markets and limiting
price declines. For livestock products, prices
have been higher than a year ago owing to
increased consumer incomes and to reduced
marketings resulting from earlier high feed
costs and reductions in animal numbers on
farms.

Some of the effects of this season’s striking
agricultural developments on the general
ecopomic situation have already been felt,
while others will be evident over varying
periods of time. Price declines for leading
crops reduce costs of important raw materials
for producers in a number of industries and
attract attention to the possibility of price
declines rather than price increases for the
finished products of these industries. Dairy-
men and livestock growers, for example, will
have the advantage of much lower feed costs,
and textile manufacturers will pay less for
cotton. On the other hand, advances in prices
of livestock and products to new peak levels
earlier this summer increased the cost of
living at a time when the effects of inflation-
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AGRICULTURE

ary pressures were also evident in various
other markets, particularly those for metals
and metal products.

Sharp advances in prices of metals and
metal products, such as automobiles, reflected
in part a modification of earlier policies of
setting prices substantially below levels that
would maximize immediate profits. The
advances reflected also a strong current
demand situation for industrial commodi-
ties as a result of many influences, includ-
ing international tensions and resultant
increasing demands for armament produc-
tion and stockpiling, the European Recovery
Program, and the continued exceptionally
high rate of expenditures for construction
and capital equipment. Backlog demands
for some consumer products, notably auto-
mobiles, have continued to be great and have
helped to sustain demand for other goods,
including farm products. The large volume
of liquid assets at the disposal of consumers
and businesses, as well as the ready availabil-
ity of commercial bank and other credit, has
aided in making these demands effective.

The effects of large crops in the United
States on foreign countries appear in greater
availability of supplies and in many instances
in reductions in prices paid by importing
countries and in prices received by exporting
countries. Future crop developments here
will be one of many important factors in-
fluencing the whole field of international
economic and political relations. At the
same time developments abroad, both in
agriculture and industry, will have an impor-
tant bearing on agricultural conditions in
this country. In the coming season exports
of agricultural commodities from the United
States may be somewhat larger, in physical
terms, than in the past season but over the
longer term, as agricultural production
abroad increases further, exports may decline
considerably.
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IN MID-1948

CHANGES IN AGRICULTURAL SUPPLIES

Crop production in 1948 is indicated to be
over 10 per cent larger than last year, on the
basis of September 1 conditions, while output
of livestock and products during the year is
expected to average about 5 per cent smaller.
The sharp increase in crop production re-
flects almost entirely higher yields resulting
from much more favorable weather con-
ditions; total acreage planted was up only one
per cent.

With such diverse changes in crop and live-
stock production, any generalization concern-
ing total agricultural production depends to
a considerable extent on the relative impor-
tance given to crops and livestock. If produc-

AGRICULTURAL PRODUCTION AND PRIGES

19351939 « 100

PER CENT ANNUAL PER CENT

280

280

240

240

200 ~

)
r IV erices RecEIVED
! 1 BYFARMERS

200

160

160

AY

_....
N

1N

‘\
,J
™
31 A

120 20

80

"~ PRODUCTION FOR SALE 7 8o
o AND HOME USE

40 - 40

<] pLr
1910 95

L)
1920

[ ]
1925

Ll
1930

[
1935

tsra e gaairat oo
1940 1945
U. S. Pepartment of Agriculture apnual data. The dot ipdi-
cates the average level of prices received during the first eight
months of 1948. The production index for 1948 is based on
September 1 indications.

tion of feedstuffs is counted in the year they
are grown, then crop output is given a heavy
weight and the rise from last year in total
production is found to be about 6 per cent.
If, on the other hand, an attempt is made to
measure output of farm products available
for market and for use in the farm home,
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AGRICULTURE IN MID-1948

then this year’s large feed crops have less
influence and the total is shown to be little
changed.

For comparison with price movements
over many years, the production index shown
on the chart on page 1048 is based on the
volume of production for market and for use
in the farm home. To some extent, it is true,
the influence of this year’s large feed crops
has already been felt in commodity markets,
but in part this influence will appear only as
production and marketings of livestock and
products are increased.

Record crop production. The most notable
change in crop production this year is a sharp

PRODUCTION OF MAJOR FARM COMMODITIES
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increase in the corn crop. The crop of 3.5 bil-
lion bushels now in prospect is nearly a half
larger than last year’s reduced crop and 9
per cent greater than the previous record crop
of 1946. Other feed crops, except hay, are
also larger; the hay crop is down about 4 per
cent. For the second year cotton production
is expected to be considerably expanded, this
time by nearly 30 per cent. The wheat crop
of 1.3 billion bushels is only 6 per cent below
last year’s record crop and about 70 per cent
above prewar. The tobacco crop is indicated

SeprEMBER 1948

to be nearly one-sixth lower than last year,
owing chiefly to sharp reductions in Federal
acreage allotments following curtailment of
foreign demand, but it is still one-fifth higher
than prewar. Production of major farm
commodities in recent years is shown in the
accompanying chart.

Prospective increases in carryovers. For
most crops that can be stored from year to
year, this season’s harvests will probably be
considerably greater than disappearance, and
stocks will be increased from the low levels
prevailing generally since the war. The pros-
pective cotton crop of 15.2 million bales com-
pares with combined domestic consumption
and exports of 11.4 million during the past
scason. The carryover of wheat on July 1
was 195 million bushels as compared with
84 million a year earlier and, if exports are
about as large as in the past season, a further
increase in carryover at the end of the season
is indicated.

Supplies of feed grains this season com-
pared with the number of animals on farms
will be the largest on record and, although
exports of feed grains are expected to increase
considerably, there will still be a very sizable
increase in carryovers from present low levels.
It is partly through increased carryovers of
important commodities and the protection
they provide against higher prices resulting
from short crops that the effects of this year’s
large crops will be felt in dampening infla-
tionary forces.

Limited output of livestock and products.
Much larger feed crops at sharply lower
prices will encourage an expansion in output
of livestock and products. Feed costs have
dropped by about one-third from the ex-
ceptionally high level reached in January of
this year and prices of livestock and products
are now higher than at that time. Production
incentives have therefore been greatly in-
creased.
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AGRICULTURE IN MID-1948

The effects of increased production in-
centives on livestock production and on
market supplies of livestock products will be
spread over a long period of time and it is
not possible to determine in advance the
amount and timing of such effects. It is not
known, for example, to what extent animals
may be withheld from market initially, for
more fattening or for increasing herds, or to
what extent farmers may liquidate herds in
any particular period to take advantage of
prices then regarded as too high to be main-
tained.

It is evident, however, that the number of
animals on farms now, which is substantially
less than at the peak in the war period, will
be a factor limiting increases in market sup-
plies for some time to come. Expansion of
livestock numbers, especially in the case of
cattle, can be accomplished only over a long
period. In recent years livestock numbers
have been declining as more animals have
been marketed than have been raised. The
number of animals on farms at beginning of
this year and other selected years is shown
in the table. So far this year cattle, sheep,

NumBER OF Livestock oN Farms
[January 1; in millions}

1935-39

1948 1947 1944 1941 average
Cattle.............. 78.6 81.2 85.3 71.8 66.8
Milk cows......... 25.2 26.1 27.7 25.5 25.0
Other catile. . . .. ... 53. 55.1 57.6 46.3 41.8
OLZS. v ovveiinen 55.0 56.9 83.7 54.4 43 .9
Sheep.............. 35. 37.8 50.8 53.9 51.2
Chickens........... 463.0 | 474.4 | 582.2 | 422.8 | 405.1

Note.—U. S. Department of Agriculture data.

and poultry numbers have been reduced
somewhat further. This summer poultry
hatchings have increased sharply but the
number of chickens raised at this time of
the year is only a small portion of the season’s
total.

In the case of meat animals, total slaughter
for the year 1948 is now expected to be about
9 per cent less than last year with marked
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declines for all types of animals. Slaughter
volume during the remainder of the year is
likely to show a seasonal rise but to remain
below last year. The reduction in slaughter
volume this year is considerably larger than
the decline in live weight production of meat
animals on farms shown on the chart on
page 1049. Nevertheless, slaughter has con-
tinued in excess of production and meat sup-
plies have been supplemented accordingly.
Meat supplies per capita, allowing for some
reduction in storage stocks, may be about
7 per cent less than last year, slightly more
than in 1940 and 1941 and 15 per cent more
than in the 1935-39 period, when the num-
bers of livestock on farms had been reduced
and consumer demand was at a much lower
level than now.

Cattle marketings have continued in excess
of production this year and, with little in-
crease in production possible, supplies of beef
will be reduced further next year if market-
ings are held to production levels. This
appears to be true even though animals are
likely to be fattened to heavier weights. Last
fall high feed prices reduced the number go-
ing into feed lots by an estimated half mil-
lion head and this year, therefore, there have
been fewer cattle for market from feed lots.
Now the situation may be reversed, with
more cattle going to feed lots this autumn to
be fattened for market next spring and
summer.

The reduced volume of hog marketings
this year reflects the influence of last year’s
small corn crop in restricting production and
encouraging marketings and also the prob-
able influence of this year’s bumper crop in
delaying marketings of hogs. Feeding ratios
now favor an expansion of output, but
market supplies this autumn are likely to be
relatively small as a result of the limited size
of the pig crop this spring, the holding back
of sows for breeding purposes, and the delay
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AGRICULTURE IN MID-1948

in marketing of hogs being fattened to heavy
weights. Heavier feeding will increase pork
supplies somewhat, but most of the increase
must come through raising more animals.
This autumn’s pig crop may be slightly
larger than last autumn’s, and present price
relationships favor a marked increase in the
pig crop next spring, for marketing in the
autumn and winter of 1949-50.

Milk production, which through July was
about 4 per cent lower than last year, de-
clined in August by less than the usual
seasonal amount. Feeding rates, however,
have been high and only a limited increase
in milk production can be brought about
until dairy herds are expanded. Total milk
supplies per capita are now somewhat
smaller than prewar, owing in part to a
marked increase in exports of manufactured
dairy products. A much larger part of
domestic supplies is now being consumed
as fluid milk and cream, and consumption of
these commodities per person is 15 per cent
higher than before the war, while butter
consumption per person has declined by 40
per cent.

Output of poultry products can be ex-
panded more rapidly than that of other live-
stock products. Production of broilers can
be accomplished in three months and some-
what increased supplies will be coming on
the market this autumn as a result of in-
creased hatchings this summer; on the other
hand laying flocks may be culled less than
usual. By next summer the number of lay-
ing hens can be increased and egg produc-
tion expanded. Egg production through
July this year was running about 2 per cent
below last year, but in August production
was above a year ago. In the near future
egg production may show little change from
the corresponding period a year ago, as fac-
tors tending to increase output are about offset
by other factors tending to decrease output.

SepTEMBER 1948

CHANGEs IN Exports oF FARM CoMMODITIES

The value of agricultural exports has de-
clined from the peak of early 1947 and in the
first half of 1948 was 22 per cent lower than
in the same period a year ago. Exports of
some of the principal industrial goods pro-
duced from agricultural materials, especially
cotton textiles and cigarettes, showed more
marked reductions. In spite of the 22 per
cent decline, agricultural exports were still
exceptionally large in value terms, being
more than four times the prewar level, as
is shown in the table which follows. For
particular commodities changes in phys-
ical quantities from prewar levels differed
widely, with exports of grains, eggs, and
dairy products up very sharply and cotton
and tobacco down. In the season ahead, ac-
cording to the Department of Agriculture,
exports in physical quantities are likely to
show an increase, especially in the case of
cotton.

EXPORTs OF AGRICULTURAL PRODUCTS

[Annual rates]

1948 1947 1935-39
Product F
irst | Second| First
half | half | half |AVerase
In millions of dollars
Total............. 13,290 | 3,603 | 4,218 747
Grains and grain products. .| 1 ,589 | 1,774 1 1,878 82
Dairy products............ 176 306 228 6
Fruits o137 133 190 88
EgES. oo 72 104 96 1
Meats.................... 5t 107 176 20
Cotton... .............. 441 242 612 3i0
Tobaceo. ... o ezl 29| 200 | 128
Other products. . . 663 688 748 112
In physical units
Grains (in millions of bushels) . 506 655 757 104
Cotton (in thousands of bales) .| 2,496 | 1,749 { 3,836 5,318
Tobacco (in millions of pounds) 310 492 494 432
Note.—U. S. Department of Agriculture data, “Agricul-
tural Products” include manufactured foodstuffs. “Other

products” are principally foods. Quantities of grains exported
include flour and other grain products in terms of grain
equivalent, Cotton includes linters. Data for physical units in
1935-39 are annual averages of the period from July 1934 to
June 1939. Figures for 1947 and for 1948 are subject to
revision.
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AGRICULTURE

Exports of grain and grain products, which
have been accounting for nearly half of the
total value of agricultural exports, were at
a lower rate during the first half of the year
than in 1947, but for the entire 194748 crop
season total grain exports were at about the
same high level as in the previous year. Ex-
ports of most other foods were reduced in
the first half of 1948 compared with last year,
and foreign takings of cotton and tobacco
were curtailed considerably. These declines
reflected chiefly special measures taken by
foreign governments to restrict purchases to
items considered most essential and where
possible to make purchases from countries
other than the United States in order to con-
serve dollar exchange. The reduction in
foreign demand for major export farm prod-
ucts has been associated with generally less
pressure on domestic supplies, and prices of
these commodities in recent months have
been lower. In the period ahead financing
of exports of agricultural commodities will be
facilitated by the foreign aid program.

The portions of the supplies of individual
products exported in the last 12 months dif-
fered greatly. Exports of wheat and dried
fruits were a third of total domestic supplies
and exports of manufactured dairy products
a sixth. For most other food commodities
the portion exported was much less; in the
case of meat it was only about 1 per cent.
For all agricultural commodities about 10
per cent of total supplies have been exported.

Agricultural imports as a whole have con-
tinued at about prewar levels, in physical
volume terms, with increases for com-
modities such as wool and sugar offset by
declines for commodities such as silk, rubber,
and fats and oils. Imports of foodstuffs as a
group have not expanded in comparison with
prewar and now are little more than one-
half as large as exports, while before the
war they were more than double.

1052
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The countries of Western Europe, which
take most of this country’s food exports, had
exceptionally poor harvests last season as a
result of continued slow progress in recon-
struction and extremely unfavorable weather
conditions. Their principal food crops,
wheat and rye, were 30 per cent below the
prewar period at the same time that their
population was 8 per cent larger. Crop pro-
duction this year is much improved but im-
port requirements are still large. Estimated
carryovers in some importing countries are
even lower than last year. Livestock herds,
which are much smaller than before the war,
would need to be expanded for several years
before consumption of meat and dairy prod-
ucts could be restored to earlier levels. Ques-
tions as to the relative advantages of various
uses of the limited dollar resources available
will arise increasingly as basic food needs are
met, but it appears that efforts to improve
diets and build up stocks will support the
demand for grain exports from this country
for some time. Purchases to replenish stocks
will depend to some extent on expectations as
to the future course of prices.

Supplies in other major exporting coun-
tries, especially in the case of grains, will also
influence the demand for exports from the
United States. August reports indicate that
the wheat harvest in Canada will be 30 mil-
lion bushels larger than last year and output
of oats and barley will also be larger. Accord-
ing to official estimates the wheat carryover
in Australia at mid-year was 50 million
bushels above a year ago, while the carry-
over in Argentina showed little change.
Production of wheat in these two countries
during the coming season is still indetermin-
ate.

In 1947-48 substantial grants and loans
from the United States assisted other coun-
tries in financing their trade with this coun-
try, and in addition they drew heavily on
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AGRICULTURE

their gold and other assets. It is expected
that there will be far less liquidation of gold
and dollar assets in 1948-49 than in the past
year. If, however, there is a higher level of
imports by this country and a sizable increase
in loans and grants from this country, the
total funds available to finance American
exports in the 1948-49 period will be fully as
large as last year. The proportion of funds
used for purchase of agricultural commodi-
ties may not be as large as in the past year,
but with prices of agricultural products rela-
tively lower physical volume of agricultural
exports may increase.

Hicu Pricks ror Farm Probpucrts

Prices of farm products at the end of Au-
gust were about 4 per cent higher on the aver-
age than a year ago, although 6 per cent
below the peak reached in January. After a
marked rise last autumn and winter, featured
by spectacular increases in grain prices, the
total index of prices received by farmers in
mid-January was 30 per cent above the high-
est level reached in the postwar inflationary
period of 1919-20 and about 185 per cent
above the 1935-39 average. Following an
abrupt drop in February the index rose again,
reflecting sharp advances in livestock prices,
and reached a point in mid-July which was
only 2 per cent below the January high. From
mid-July to the end of August average
prices of farm products declined about 5
per cent, reflecting further decreases for crops
and some declines for livestock products.

Grains. Indexes of prices received for all
farm products and also for grains and live-
stock, which have moved very differently
over the past year, are shown in the chart.
At their peak in January grain prices had
risen 60 per cent from the level at the be-
ginning of 1947 and were 250 per cent above
the prewar average. This striking advance
last year from already high levels stimulated

SepTEMBER 1948
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PRICES RECEIVED BY FARMERS
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?g;"dbi;:asix:sh.e Department’s separate price indexes for food and
speculative activity in other commodity
markets. The advance reflected mainly large
Federal purchases for export in the spring
and autumn, the short corn crop, the sharp
reduction in grain production in Europe, the
prospects last autumn of serious drought
damage to the winter wheat crop, and gen-
erally rising incomes and prices, especially
during the latter part of 1947. When it be-
came evident that the condition of the winter
wheat crop was improving, that Argentina
would have a large wheat crop, and that feed
demands for wheat and corn would not be
as great as had been anticipated, the rise in
prices slowed down, and in early February,
with interest in speculation for a further
advance disappearing, prices of grains drop-
ped sharply. Favorable crop reports for this
country and most other parts of the world
in the months that followed limited any
except minor rallies in grain prices until the
pressure of the huge new crop supplies har-
vested or definitely in prospect resulted in
further marked declines.

Livestock and products. The marked de-

clines in February for prices of livestock
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AGRICULTURE IN MID-1948

proved to be temporary. The declines had
reflected the fact that earlier price advances
had caused some reduction in meat consump-
tion, and a consequent building up of stocks,
and also a temporary concern on the part of
meat packers over the general economic out-
look and the effects of a possible decline in
consumer income on demand. An extended
strike at major meat packing plants further
reduced prices for live animals, especially
hogs, and it was some time after the initial
break that prices moved up again. Average
prices of livestock in July and August were
one-fourth higher than in February and one-
fifth above a year ago. Beef cattle prices, the
highest relative to last year, were about four
and one-half times the prewar average and
more than double the peak prices reached in
the 1919-20 period.

Prices of dairy products showed less
seasonal decline than usual during the first
half of the year and were about 15 per cent
higher than in the same period last year,
owing chiefly to the 10 per cent higher level
of consumer disposable income and the 4 per
cent lower level of milk production. Excep-
tionally high feed costs during the period
were important in influencing the determina-
tion of Federal minimum prices for fluid
milk in major markets. Butter prices were
maintained at advanced levels, reflecting in
part strong storage demands during the
period of peak production and relatively high
prices for other edible fats and oils. In July
and August butter prices declined about 5 per
cent owing to reports of a marked rise in
stocks and prospective increases in output.
A sharp decline in prices of vegetable oils
since mid-year probably contributed to the
reduction in butter prices. Cottonseed oil
prices dropped by a half from early June
to the end of August as a result mainly of
the big cotton crop indicated.

1054

Cotton and other farm products. Cotton
prices dropped from January to February at
the time of the general break in farm prices,
as is shown in the chart on page 1055. Sub-
sequently prices advanced sharply and late in
April reached a level 2 cents above the Jan-
uvary level, reflecting mainly prospects of in-
creased exports in the second quarter under
the foreign-aid program. Exports did not
occur in the volume anticipated, and during
the summer it became evident that the new
crop would be considerably larger than in the
preceding year. Domestic purchases of raw
cotton were also at a reduced level, reflecting
a decline in inventory demands for cotton
goods and some curtailment in cotton textile
mill activity. By the end of August cotton
prices were down about 20 per cent from the
April high and were at the support level in
the 10 spot markets.

Prices of other agricultural products, in-
cluding rice, sugar, lard, dried fruits, tobacco,
wool, and hides, have shown quite diverse
movements during the past year. These
products, as well as cotton, grains, and vege-
table oils, are usually sensitive to interna-
tional changes in supplies and demand, and
in August their prices were generally con-
siderably below earlier peak levels. In ad-
dition to the marked improvement in crop
production both here and abroad, these price
declines have reflected a better distribution of
world supplies of agricultural products. As
foreign trade restrictions are modified, as
transportation facilities are improved, and
as currency reforms abroad are extended,
there is likely to be a further improvement
in the distribution of supplies from one coun-
try to another and within the borders of
individual countries. The relatively slow
progress along these lines earlier in the
postwar period was an important factor ac-
centuating price rises.
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AGRICULTURE IN MID-1948

Price Support LEVELS

From the end of the war until this season
Federal price support operations have been
on a relatively small scale as major farm
products have been at support levels only
occasionally. Every year prices of potatoes
have been supported and during seasonal
peak periods of production egg prices have
been maintained by Federal action, and at
times tobacco, wool, sugar, and some other
products have been supported.

In August, however, prices of most of this
season’s major crops were at support levels,
which are generally equivalent to 90 per cent
of parity prices, except for cotton which is
925 per cent. Parity prices in mid-August
were 7 per cent higher than a year ago, re-
flecting an advance of that amount in prices
paid by farmers. Monthly changes in parity
and farm prices and annual support levels for
selected crops are shown in the chart. Also
shown are hog prices and their support levels,

PRICES OF SELECTED FARM PRODUCTS
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which are varied seasonally.

Prices for the new wheat crop fluctuated
somewhat below support levels in July and
August, owing mainly to lack of adequate
storage space meeting Federal specifications.
Spot prices of the old crop corn at the end of
August were still considerably above the sup-
port level, but quotations for new crop de-
livery in December were about 10 per cent
below the anticipated support level.

In the case of very large crops, supports
tend to maintain prices far enough above free
market prices so that prices cannot rise except
on the basis of important developments. Also
under such circumstances, these supports pro-
vide growers of crops with larger returns
than they would otherwise receive and they
limit the extent of cost and price reductions
available to other producers and indirectly to
consumers as a result of the abundant sup-
plies. How far the abundant supplies can be
attributed to advance Federal commitments
to support prices is a basic question in any
appraisal of the effects of the various crop
support programs.

Among livestock products, which are of
greater direct importance to living costs than
crops, support levels are provided for poultry
and dairy products, hogs, and wool; support
for prices of beef cattle is not required. In
August prices of livestock products for which
supports are required, with the exception of
eggs, were far above support levels, and ratios
of livestock prices to feed prices were very
favorable to increased production.

This is the first postwar season in which
the total amount of crop loans guaranteed or
held by the Commodity Credit Corporation
is likely to be substantial. Usually most of
the loans are guaranteed rather than held by
the Commodity Credit Corporation and most
Government outlays on this account are not
made until unredeemed loans held by private
agencies mature. Government expenditures
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in the early part of this season will depend
partly on the extent to which agreements to
purchase from farmers at a later date are
used instead of loans and on the portion of
loans held by the Corporation rather than by
private lenders. Expenditures may be con-
centrated in the next spring when unre-
deemed privately held wheat loans mature
and commitments to purchase are carried
out, and also in the next summer and
autumn when unredeemed cotton and corn
loans and purchase agreements mature. To
the extent that loans are held by the Cor-
poration rather than by private lenders,
Government outlays will be made earlier,
while to the extent that privately held loans
are renewed at maturity next year, Govern-
ment expenditures will be delayed.

The Agricultural Act of 1948 extended for
another year most of the provisions of the
wartime support program which were to
expire on December 31, 1948. For farm
commodities produced after January 1, 1950,
however, the new Act provides that sup-
port levels for most of the basic crops, such
as corn and wheat, may be varied from 60
to 90 per cent of parity, depending on sup-
plies. Other commodities may be supported,
in most cases at any level up to 90 per cent,
by decision of the Secretary of Agriculture.
A new method of computing parity prices
is to be established, which is designed to
relate parity prices more closely to current
production costs and demand for products,
and in general parity prices for crops will be
lower, and for livestock products higher, than
those calculated by present methods.

Hica FarMm INncoME

Income from farm marketings in 1948 is
likely to be slightly larger than the 30 billion
dollars received in 1947. Cash receipts from
both livestock products and crops in the first
seven months of the year were about 4 per
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cent higher than in the corresponding period
last year. Marketings of livestock and prod-
ucts are likely to continue well below last
year, but this reduction may be more than
offset by higher prices. Continued large re-
ceipts from crops are expected on the basis
of a record volume for sale despite prices
substantially below those of a year ago.

Government payments to farmers in 1948,
chiefly to promote soil conservation, have
been at about the same rate as in 1947 when
payments totaled 350 million dollars. This
amount compares with 800 million dollars in
1946, when production subsidy programs
were in effect part of the year, and a 500
million dollar average in 1935-39, when pay-
ments were on a somewhat different basis.

Total cash farm income this year will be
nearly four times that of 1935-39 and, since
production expenses have risen somewhat
less, net cash income will be still higher in
comparison with the prewar level. In real
terms, allowing for increases in living costs,
net cash income is about double the prewar
level and, with a decline in the number
of farm operators, income per operator is
more than double the prewar level.

While over-all income figures show the
position of agriculture greatly improved over
the relatively low prewar level, they do not
indicate the full extent of the improvement
for some farmers or the limited amount of
the rise for others. The amount of increase
in incomes from different types of farming
has varied widely and so also has the amount
of increase for individual farmers engaged
in the same type of farming.

The most notable increases in farmers’ cash
income have been from the growing of grain
and the raising of livestock. Increases from
dairy and poultry operations have not been
as large, while receipts from fruit production
have shown the smallest gain, being about
two and one-half times the prewar level.
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Although increases in farm incomes have
been large, proportionally, in comparison
with increases elsewhere in the economy,
the incomes received by many farmers who
operate small acreages have been small, and
it appears that sizable numbers of these
farmers have been taking industrial jobs. Im-
mediately after the war the farm population
showed a net increase due mainly to the
return of servicemen. In 1947, however,
fewer people returned to farms, the number
leaving increased, and a net migration of
600 thousand a little more than offset the
natural increase. The number of persons on
farms at the end of 1947 is estimated at 27.4
million, about 10 per cent less than before the
war. Nonfarm population, meanwhile, has
increased nearly 20 per cent since 1937, to
118 million at the end of 1947.

Improvep Eouiry Posrrion oF FARMERS

The equity position of farmers in dollar
terms is showing further marked improve-
ment this year though not so much as in
1947 or 1946. Dollar figures, however,
greatly overstate the improvement in real
terms since they reflect chiefly upward re-
valuations of assets. In 1947, for example,
when the total value of farm assets increased
by 12 billion dollars, 10 billion of the increase
resulted from higher prices for land and
other assets. Farm land values on July 1,
1948 reached an all-time peak, at 210 per cent
of the 1935-39 average. This compares with
157 at the end of the war and 195 per cent a
year ago. Further marked expansion in the
value of equipment held reflects a continued
rapid pace of farm mechanization as well as
higher valuation. Demand deposits of farm-
ers were slightly larger in July than a year
previous and about six times the prewar level.

Farm mortgage debt has risen slightly this
year, as in the two preceding years, but is
still one-third below the prewar level and
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less than half the peak volume reached in
1923. On the other hand, farmers have been
borrowing considerable amounts on a short-
term basis. The most recent figures avail-
able indicate that such loans at member
banks increased 25 per cent in the year end-
ing June 30 and loans of production credit
associations increased 30 per cent in this
period. Short-term loans of .all banks and
production credit associations, excluding
loans guaranteed by the Commodity Credit
Corporation, in the middle of the year were
probably about 80 per cent higher than at the
end of the war and more than two and one-
half times the low prewar level. The com-
bined volume of such loans is now about two-
thirds of the large amount held by banks
following the first world war. Increases in
short-term loans reflect a wide variety of
transactions, including larger purchases of
machinery by farmers and borrowing by the
farmers whose returns have not risen as
much as costs. Developments in the financial
position of farmers during 1947 are presented
in an article, “The Balance Sheet of Agricul-
ture,” on pages 1067-82 of this BuLLETIN.

The credit situation in farming areas is
better, as compared with the period of excep-
tionally high prices after the first world war,
in that ratios of debts to assets are generally
lower. For this reason, in a period of declin-
ing prices and incomes, credit liquidation in
farming areas would presumably not be as
important. This does not mean, however,
that all loans made on agricultural commodi-
ties at advanced prices would be repaid. Nor
does it mean that adjustments in credit and
banking operations would not be required
when adjustments occur in production, as
they will when temporary postwar demands,
such as some of the current export demands
for wheat, disappear and when price shifts
occur as a result of changes in demand and
in production techniques.
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1948 SURVEY OF CONSUMER FINANCES!

Parr V. Housing Expenditures and Finance

Traditionally, expenditures for housing have con-
stituted the largest lump sum item in the Ameri-
can family budget. The annual rent bill for the
almost 17 million nonfarm families who were rent-
ing their living quarters at the beginning of 1948
was estimated at about 7 billion dollars. During
the past year the 18.5 million nonfarm families who
owned their homes paid out an estimated 5 billion
dollars for repairs and additions alone and un-
doubtedly considerably more than this amount in
terms of down payments, repayments of principal,
interest, and taxes. The level of and change in
expenditures for housing relative to total consumer
income, therefore, have an important influence on
the amount which the nation’s families spend on
other goods and on the amount of their saving.

Because of the importance of housing expendi-
tures, the 1948 Survey of Consumer Finances, con-
ducted for the Board by the Survey Research Center
of the University of Michigan, made an initial at-
tempt to obtain more detailed data on this subject.
Although it is possible to make comparisons on
only a limited scale with previous surveys,® the
results cast important new light on some of the
distinguishing characteristics of renting and home-
owning families throughout the country.

Information on the number of home purchases

1This article was prepared by Clarke L. Fauver of the
Board’s Division of Research and Statistics, It is the fifth in
a series presenting the results of the Board’s 1948 Survey of
Consumer Finances. The first four articles appeared in the
June, July, and August BULLETINS.

From the Survey Research Center, University of Michigan,
Rensis Likert, Director, and Angus Campbell, Assistant Di-
rector, were in general charge of the survey. Responsibility for
detailed planning and supervision of the survey, including
interviewing, editing, tabulation of survey results, and prepara-
tion of survey studies was carried by George Katona in col-
laboration with Miss Janet Austrian. Charles F. Cannell
served as head of the field staff and Roe Goodman as head
of the sampling section of the Center.

From the Board of Governors, general supervision of the
survey has been under the direction of Woodlief Thomas,
Director, and Ralph A. Young, Associate Director, of the Divi-
sion of Research and Statistics. Duncan McC. Holthausen
has been in charge of the analysis of the data and the prepara-
tion of reports.

2 The second survey was made for the Board of Governors
early in 1947 by the Survey Research Center and the results
of that survey were reported in 1947 in the June, July, and
August issues of the Burrerin, The first survey was made for
the Board of Governors early in 1946 by the Division of Pro-
gram Surveys, Bureau of Agricultural Economics, U. S. Depart-
ment of Agriculture. The Survey Research Center staff cur-
rently in charge of the survey work was associated with the
Division of Program Surveys at the time of the first survey.
Results of that survey were reported in 1946 in the June, July,
and August issues of the BuLLETIN under the general title
National Survey of Liquid Assets.
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during 1947 and intentions to buy during 1948
was presented in Part I of the survey reports ap-
pearing in the June Burierin. Selected data on
home ownership were also given in Part III in the
July Burrerin, which outlined consumer holdings
and use of liquid and nonliquid assets. In addi-
tion to such data, renting families provided infor-
mation on the amount paid and changes in rent
during the past year. Also, home owners reported
on the financial arrangements connected with the
purchase of their houses and indicated the amount
of mortgage payments made and expenditures for
repair and modernization. From this basic in-
formation and from other data obtained in the
survey, this article analyzes the relationship of
income, liquid asset holdings, size of family, size
of community, occupation, and other characteristics
to the major family outlays for housing.

The information here presented from the 1948
Survey of Consumer Finances is based upon the
results of about 3,500 interviews taken in 66 samp-
ling points throughout the nation. The sample
is representative of the entire population of the
United States residing in private households.> The
interview unit of the survey is the spending unit,
defined as all persons living in the same dwelling
and belonging to the same family who pooled
their incomes to meet major expenses. Unlike the
previous articles in this series, however, the data
in this section have been converted to a family unit
basis, since housing facilities are commonly pro-
vided under some family arrangement. The survey
uses the same definition for a family as the Bureau
of the Census of the Department of Commerce
uses in its income studies, namely, that a family
consists of all persons living in the same dwelling
who are related by blood, marriage, or adoption.
Some family units consist of a single person.

The number of dwelling units is smaller than
the number of families because some dwelling units
are inhabited by two or more families. In addition
to the main family, for instance, a dwelling may

8 For additional information on survey techniques and design,
see the June 1948 BULLETIN, pp. 643-46.
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contain domestic servants, roomers, or a second
family.

Summary ofF FinbinGgs oN Housine EXPENDITURES

1. At the beginning of this year about 18.5 mil-
lion nonfarm family units owned their homes, some-
what less than 17 million were living in rented
quarters, while about 2 million neither owned their
homes nor paid rent. On a percentage basis, 49
per cent of the nonfarm families owned their homes,
45 per cent paid rent, and 6 per cent neither owned
homes nor paid rent. Altogether about 53 per cent
of the dwelling units of the nation, not including
the dwellings of farm operators, were occupied by
their owners.

2. Among families with incomes of less than
$3,000 as many as two of every five families, and
among those with incomes of $7,500 or more
nearly three of every four families, were home
owners. Broadly speaking, therefore, home owner-
ship tended to be related to the amount of income
received, that is to say, the higher the income the
greater the proportion of owners in the income
class.

3. Home ownership rose in frequency with age
of the family head, no doubt reflecting especially
the fact that ownership usually involves the prior ac-
cumulation of family savings for down payment
or partial equity purposes. Home ownership was
also much more frequent in smaller communities
than in city and metropolitan centers.

4. The median monthly rent paid by nonfarm
families at the beginning of 1948 was approxi-
mately $30. In general, both the largest and small-
est families paid lower rents than did families of
two or three persons.

5. More than one quarter of all renting families
had increases in monthly rental payments during
1947. There was no change for about 60 per cent,
and a decline for a small group. Continued main-
tenance of modified rent controls undoubtedly held
down both the number and the amount of
increases.

6. On the average, American families who paid
rent at the beginning of this year were spending for
this purpose an amount equal to about 12 per cent
of their total 1947 income. There were substantial
differences among income groups, however, and
families with incomes of less than $2,000 had to
set aside an average of 21 per cent of their incomes
for rent, while those with incomes of $5,000 or more
used an average of only 9 per cent.

SepTEMBER 1948

7. Although the survey does not provide a com-
plete answer to the question of how much of their
incomes home-owning families have to use for
shelter, it is significant that almost one-half of the
home-owning nonfarm families reported having
made expenditures for repairs and additions to
their residences. Of the total income (before
taxes) of all such home owners, more than 5 per
cent went into expenditures of this type in 1947.
This amount does not include money paid out on
mortgage principal, interest, taxes, insurance, and
other incidental expenses of home ownership.

8. The median amount spent in 1947 by the
8 million families who had expenses for repairs
and additions to owned homes was about $280;
for repairs alone, the figure was about $200; and
for permanent additions, the median amount was
over $600.

9. Three of every five home owners made no
payments on mortgage principal during 1947. For
the 38 per cent of the families that made such
payments, the median amount was less than $500.
This sum is not the median amount of retirement
on outstanding mortgages, because payments re-
ported in some cases included interest and in others
both interest and taxes.

Characreristics oF HoMe-OwNING AND
RenT-Paving FaMiLIgs

Results of the 1948 survey confirm the fact that
the proportion of American families who own their
own homes is larger at the present time than it
has been at any other time for which there are
records. Nearly half (49 per cent) of all nonfarm
families stated that they owned their homes out-
right or were in the process of buying them on
time when the interviews were made early in
1948. The number who said they were renting
houses or apartments was somewhat less and con-
stituted 45 per cent of all nonfarm families. The
remaining 6 per cent of the families indicated that
they neither owned their homes nor paid rent.
These units consist of domestic servants, farm
laborers, and of other people who received rent-free
dwelling quarters. Many of them were single
persons and had a low income.

While the figures are not directly comparable,
there is a close correlation between these findings
and the estimates based on a sample survey made
by the Bureau of the Census in April 1947. The
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survey found 53 per cent of the nonfarm dwelling
units to be owner occupied.*

Except for the effect of depression experience
during the thirties, every decennial census since
1900 has shown an increase in the ratio of owner-
occupied units to total nonfarm dwelling units,
Thus, the ratio rose from 37 per cent in 1900 to
46 per cent in 1930, then dropped to 41 per cent

4+ The Bureau of the Census reports home-ownership data in
terms of urban and rural nonfarm dwelling units (not families),
Rural nonfarm dwellings ‘are those located outside the bounda-
ries of urban places, but not on farms.

Because the survey definition of “nonfarm' families is some-
what more comprehensive than that used by the Bureau of the
Census, survey tabulations include many rural dwellings that
are excluded from Census nonfarm totals. The survey definition
of “nonfarm” families includes all families with the exception
of about 5 million families of farm operators, who are either
full-time farmers or part-time operators who received at least
half of their 1947 gross cash income from farming. Farm
laborers and nonfarming families living on farms are included
in “nonfarm” families in the survey tabulations.

TapLe 1

ConparIsSON OF SioNIFICANT CHARACTERISTICS OF HoMmE-
owNING AND RENT-PAYING NoNFarnM Famiries, EarLy 19487

[Percentage distribution of nonfarm family units within group}

All
non- |{ Home-| Rent-
Family characteristics farm own- pay- | Neither
fam- ing ing
ilies
All nonfarm families. .. ... 100 49 45 6
1947 family income (before
faxes):
Under $1,000.............. 100 47 34 19
$1,000-$1,999. .. .......... 100 44 49 7
$2,000-$2,999. ... ......... 100 43 51 6
$3,000~83,999.............. 100 50 48 2
$4,000-$4,999.............. 100 50 47 3
$5.000-$7,499.............. 100 52 46 2
$7,500 and over............ 100 73 26 1
Liquid asset holdings:

(3 - 100 36 55 9
B1-$499. .. ...l 100 51 45 4
$500-$999. .. ... ... ........ 100 53 41 6
$1,000-$1,999. . 100 52 45 3
$2,000-$2,999.. 100 54 41 S
$3.000-$4,999.............. 100 53 43 4
$5.000 and over............ 100 70 27 3

Occupation of head of family:
Professional............... 100 47 43 10
Managerial and self-em-

ployed.................. 100 70 28 2
Clerical and sales. . ........| 100 44 48 8
Skilled and semiskilled...... 100 46 50 4
Unskilled.................. 100 34 49 17
Retired................... 100 64 31 5

Type of community:
Metropolitan. .. ........... 100 40 54 6
Other city, more than 50,000.{ 100 44 53 3
City, 2,500 to 50,000....... 100 57 37 6
Town, under 2,500......... 100 61 33 6
Opencountry.............. 100 50 26 24

Age of head of family:
gl 8-24... ... i 100 24 71 5
25-34. . 100 37 57 6
3544, .. i 100 46 50 4
45-54... ..o 100 59 37 4
55-64..... .. i, 100 58 35 7
65andover............... 1060 64 29 7

tIn this and subsequent tables, families include single-person
units.
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in 1940. Although these percentages again are
not strictly comparable, it is clear that the decline
experienced during the thirties has been more
than offset by the increase in home ownership
during the war and postwar period. The perma-
nence of at least some of the recent increases in
home ownership is questionable. The acute short-
age of rental units has no doubt forced many fami-
lies to buy homes, often at inflated prices and some-
what beyond their means, simply in order to obtain
shelter.

Table 1 on this page presents an analysis of
some of the more important characteristics of home-
owning and rent-paying nonfarm families as re-
vealed by survey data. Significant is the fact that
when the families are grouped according to the
amount of income they reported receiving in 1947,
frequency of ownership appears less systematically
related to income below the $5,000 level than it
does from this level upward. However, by con-
solidating income classes below $3,000, a systematic
pattern of ownership, rising as income level rises,
is shown. Roughly two of every five families with
incomes below $3,000 were home owners and nearly
three of every four families with income levels of
$7,500 and above.

The amount of liquid asset holdings of a family
varied considerably regardless of whether they
owned their homes or were tenants. The pro-
portion of rent-paying families was considerably
higher among groups with no liquid resources, but
even here better than one of every three nonfarm
families owned their own homes. For those families
with some liquid assets, the ratio between renters
and owners showed little variation in the range of
holdings under $5,000. In families with the largest
holdings, it was again true that the proportion of
owners was noticeably higher.

When families were classified according to the
occupation of the head, the proportion of home
owners was highest among managerial and self-
employed businessmen and those who had retired.
It was lowest among unskilled workers and, as has
already been pointed out, people who neither owned
nor paid rent for their quarters were most numer-
ous in this group. In general, the proportion of
ownership was highest among the higher-paid
cccupational groups.

The size of the community in which the family
lived and the age of the head of the family ap-
peared to have an especially significant bearing on
the owner-renter relationship. With the exception
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of open country areas (where farm operators have
been excluded from the tabulations), it was found
that the larger the size of the community, the
higher was the proportion of tenants and the
lower the proportion of home owners. In the
metropolitan areas, only two of every five families
were home owners; the other three families were

TasLE 2

MontarLy RenT Paip BY Nonrarym Fanmivies wittin Die-
FERENT INcOME Groups, EarLy 1948

[Percentage of rent-paying family units in each rent bracket]

1947 family income
All rent- before taxes
. paying
Monthly rent nonfarm
families Under | $2,000- | $5,000
$2,000 | $4,999 |and over
Under $20.......... . 21 44 15 4
$20-829......... PN 22 30 22 14
$30-$39........ .. ... 22 12 28 21
$40-849. ... ... ... 16 8 18 17
$50-874. ... ..., 12 2 12 26
$75-899. ...l .. 3 0 2 9
Over $100............. 2 0 1 7
Not ascertained........ 2 4 2 2
All rent-paying non-
farm families..... 100 100 100 100

either renters or neither owners nor renters. In
the small towns the opposite was the case.

Only about one-fourth of the families whose
head was between 18 and 24 years of age reported
owning their own homes, whereas almost two-
thirds of the group of age 65 and over were home
owners. Most families who are going to acquire
a home of their own apparently do so before reach-
ing 45 inasmuch as the change in ratios for groups
above this age was not one of consistent increase.

As might have been expected, relatively few
single-person families were home owners. The
proportion of home owners among families of two
or more persons increased somewhat with the
number of persons up to five, but appeared to de-
cline as family size increased beyond five persons.

MontHLy RENT PavyMments oF NonNrarm FaMiLiks

The median monthly rent paid by nonfarm
tenant families at the beginning of this year is
estimated from survey data at roughly $30. This
is in close accord with the findings of a sample
survey taken by the Bureau of the Census in April
1947. At that time the median rent for tenant-
occupied nonfarm dwelling units was slightly more
than $29. Also, the median is no doubt lower than
would prevail without the continued maintenance
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of rent control. In 1940, nearly 70 per cent of
all rented nonfarm houses or apartments were
available for less than $30, and the median amount
paid was approximately $10 less than it is at the
present time.’

Table 2 indicates the distribution of payments
made by all rent-paying nonfarm families and also
shows the differences among families at various
income levels. The median rent paid by those
who received incomes of less than $2,000 in 1947
was slightly more than $20, while it was close to
$50 for those with incomes of $5,000 or more.

Other characteristics of the rent-paying families
are analyzed in Table 3. The largest differences
in monthly rents are revealed in the classifications

TasLE 3

Moxrury Rent Paip By NoNrarM Famivics or DIFFERENT
CHARACTERISTICS, EARLY 1948

[Percentage distribution of rent-paying family units within group

All Monthly rent paid
rent-
pay-

Family characteristics ng Not
;‘aorx; lc{;lr- $30- | $50- | Over| ascer-
fam- || $30 $49 | $99 | $100 | tained
ilies

All rent-paying non-
farm families. . ... 100 43 38 15 2

Size of community:

Metropolitan. .., ..... 100 27 46 22 4 1
Other city, 50,000 and
OVET ...vvuunn veeeed| 100 48 35 14 1 2
City, 2,500 to 50,000. . . 100 47 41 11 0 1
Rural................ 100 72 18 5 0 5
Occu;?lation of head of fam-
ily:
Professional.......... 100 14 43 37 3 3
Managerial and self-
employed.......... 100 19 39 30 11 1
Clerical and sales. .. .. 100 21 50 24 2 3
Skilled and semiskilled.| 100 45 43 10 0 2
Unskiiled. .. ......... 100 65 27 5 [} 3
Number of children:
Nomel......oovinnnn. 100 36 43 16 3 2
One...oovvvvenearons 100 42 39 17 o 2
Two...ovviinin s 100 47 36 13 3 1
Three or more........ 100 58 29 12 [ 1

! Includes nonfarm families with two or more adult members.

of families by place of residence. This shows a
strong positive relationship between the degree
of urbanization and the amount of rent paid. In
metropolitan areas only about one-fourth of the
families spent less than $30 for rent. In smaller
communities this proportion was nearly one-half
and in the rural nonfarm areas it was almost

three-fourths. It should not be overlooked, how-
5 For data used in this paragraph, see U. S. Bureau of the
Census, Census of Housing in conjunction with 16th Decennial

Census (1940); and U. S. Bureau of the Census, Housing,
(Current Population Reports, Series P-70, No. 1, 1947).
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ever, that income differentials among these same
geographic areas offset to some extent the effect of
higher rents in the larger cities.

Both the largest and smallest families (single
persons) paid lower rents on the average than did
other families. When classified by number of
children, it appeared that families with one child
usually paid more rent than did those with two
or more children. However, two-person families
with no children seemed to have paid somewhat
higher rents than any of those with children.

Cuances 1IN Rent During 1947

More than one-fourth of all rent-paying nonfarm
families reported increases in monthly payments
during 1947, as is shown in Table 4. About three
of every five families indicated that their rent had
not changed, and a small proportion said the

TasLE 4

RenT CHANGEs FROM EarRLy 1947 10 EarLy 1948 as Re-
PORTED BY RENT-PAYING NonNFARM Famiries i Various
IncoME Grours

[Percentage distribution of nonfarm families in each income group}

1947 family income
All rent- before taxes
Change in monthly rent | paying
1947 to 1948 nonfarm
families Under | $2,000- | $5,000
$2,000 | $4,999 |and over
1948 rent higher........ 27 26 27 32
No change............. 59 54 59 61
1948 rent lower. ....... 6 8 7 3
Not ascertained. ....... 8 12 7 4
All rent-paying non-
farm familjes..... 100 100 100 100

amount of their rent had gone down during the
preceding year. Information was not collected on
the percentage or amount of the rent increases or
decreases, but these figures would doubtless be
affected by the continued maintenance of rent
control. Change of rent paid by tenants may have
occurred for two different reasons: either moving
to new quarters, or a change of rent paid on the
same dwelling. Separate information about the
two reasons is not available,

The proportion of the families that reported
increases in rent was slightly higher in the upper
income brackets than in the middie and low income
classes. Classification by place of residence re-
vealed that rent increases were more frequent in the
metropolitan areas and large cities than in other
less populated areas.
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ReratioNn oF MonTHLY RENT TO INCOME

What proportion of their incomes do American
families use for rent payments? From the point
of view of its possible effect on the amount of
funds available for other types of consumer expend-
itures, this is the significant question to be an-
swered from the monthly rent data collected in
the survey, As is shown in Table 5, on the aver-
age, nonfarm families who pay rent are currently

TasLE 5

ReraTion oF REnT PaymenTts IN Earny 1948 1o 1947 In-
cOMES OF RENT-PaYING NoNFARM FamiLies, By INCOME

GRroups
Percentage distribution of
totals relating to rent- Total rent
paying nonfarm families | payments as
1947 family income p;{ %:r;:gge
before taxes Num- Total income of
ber of Total rent respective
eoqfincome?|  pay- groups
familiest iments 3
Under $2,000........ 27 10 17 21
$2,000-$4,999. .. ..... 54 50 54 13
$5,000 and over...... 19 40 29 9
Allincome groups...| 100 100 100 12

1 All rent-paying nonfarm families, 100 per cent in this column,
epresent 45 per cent of all nonfarm families.

2 Total income of all rent-paying families, 100 per cent in this
column, represents 40 per cent of total nonfarm income.

3 For the purposes of this table, monthly rents paid at the be-
ginning of 1948 were multiplied by 12.

spending about 12 per cent of their incomes (before
taxes) for this purpose. This reflects the effect of
a relatively stable rent level maintained under regu-
lation in contrast to substantial increases in personal
incomes as well as in the prices of other commodi-
ties and services.

An important but difficult question concerns
changes in the proportion of consumer incomes
devoted to rent over the past decade. The data
for such comparisons are, unfortunately, scanty.
Two earlier surveys, however, provide a rough
indication of the extent of the changes, although
it should be noted that they are not directly com-
parable because of differences in population covered,
methods of sampling, and definition of terms.
In 1941, the Bureau of Labor Statistics of the
United States Department of Labor reported that
the monthly payments of rent-paying families aver-
aged just under 16 per cent of their money income
(before taxes). In another Bureau of Labor Sta-
tistics study made in 1944, the ratio of rent pay-
ments to income for nonfarm families was esti-

Feperar REeserve BULLETIN
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mated at 13 per cent (after allowance for taxes).®
It is interesting to see that relatively similar rela-
tions of rent to income were found for the three
years studied.

Data for all three surveys indicate that there is
not much statistical basis for the traditional think-
ing that the average family spends about one-fourth
of its income for rent. Such a relationship probably
exists only when incomes are at an abnormally low
level during a depression and when at the same time
rent obligations remain a relatively inflexible item
in the family budget. Thus in the Financial Survey
of Urban Housing made in conjunction with the
Real Property Inventory taken in 1933, it was found
that in 52 cities the contract rents averaged approxi-
mately 24 per cent of family income.”

The current ratio of 12 per cent of income al-
lotted for rent payments, being an average for all
families, of course permits considerable variation
among families at different income levels. For
low income families, defined as those with in-
comes of less than $2,000 during 1947, monthly
rent payments were equal to slightly more than
one-fifth of their total income. High income fam-
ilies, those with incomes of $5,000 or over, spent
slightly less than half this proportion, or about
one-tenth for rent. The low income families,
who represent a little more than one of every four
rent-paying families, were responsible for 17 per
cent of all rents paid, while high income families
(about one of every five) accounted for 29 per
cent of the total rent payments.

This information, although indicative of the rent-
to-income relation, should be used with caution.
It was derived by relating monthly rent paid at the
time of the interview (January or February 1948)
to the total income for 1947, The monthly rent
was multiplied by 12 and compared with the 1947
income of all family units paying rent. The result
is not identical with the share of 1947 income used
for rent in that year because some rents increased
during 1947 as stated above.

ExprenpITURES oF HomME OWNERs FOR
IMPROVEMENTS

Survey data do not provide a complete answer
to the amount of money spent by home owners
for the provision of their shelter. Home owners

6 For 1941 data, see Survey of Spending and Saving in War-
time (Bulletin No. 822, 1941); for 1944 data see ‘“‘Survey of
Prices Paid by Consumers” (1944), Monthly Labor Review,
May 1947. o

7See U. S. Department of Commerce, Financial Survey of
Urban Housing (1937).

SEPTEMBER 1948

are liable to three main kinds of annual payments
on their homes. First, there may be a mortgage
outstanding on which payments of both interest
and principal may be due; secondly, there are
usually real estate taxes, insurance, or other miscel-
laneous levies to be paid; and finally, there may be
expenses for ordinary maintenance and repair or
for additions to, or improvements in, the property.

The results of the survey provide incomplete
information on the first of these expenditures, and
no data on the specific amount paid for taxes.
Special efforts, however, were made to obtain
reports on money spent by home owners in 1947
for additions and repairs. The distinction between
additions and repairs in many cases was not easy
and in many instances could not be made. Addi-
tions and major improvements were defined in the
survey to include, for instance, insulation, installa-
tion of a new bathroom or a new furnace, addi-
tion of a room or a porch, installation of curbs
and gutters, the building of a garage or the creation
of a habitable room in a formerly unfinished attic
or basement. Maintenance and repairs, on the
other hand, include redecorating, papering or paint-
ing, replacement of screens or shutters, re-sodding
the lawns, and in general what is called “upkeep.”

From the standpoint of consumer expenditures,
and the concept of “saving” and “dissaving,” there
are some important differences between the pay-
ment of rent by tenants and the money spent by
a home owner. Rents paid do not add to the aggre-
gate resources of the spender in any way. Some
repair costs of a home owner are similar in nature,
but they do have the effect of at least partly
preserving an investment in a nonliquid asset.
Permanent improvement and additions, however,
represent an investment which may be recovered
in part at a later date, except for normal deprecia-
tion. Interest paid on mortgage debt is also similar
in its economic significance to the payment of
rent. Repayment of mortgage principal, on the
other hand, reduces the long-term debt of a family.
For purposes of the survey and its analysis of net
saving, both the amounts paid on major home
improvements and the amounts repaid on mort-
gages have been considered as “additions to sav-
ings.”

It is estimated that home owners spent nearly
5 billion dollars during 1947 for property improve-
ments. This, of course, was abnormally large
because of the backlog that had accumulated dur-
ing the war pericd when no extensive work of
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this kind could be carried out, Increased supplies
of essential building materials and continued high
level of personal incomes made possible this record
volume.

Almost one of every two home-owning families
paid out money for additions or repairs, or both,
in 1947. The median amount spent by the 8 mil-
lion families who had expenses of this kind was
about $280, although the average amount was
considerably higher because of the large-scale nature
of many of the projects.

Outlays for these purposes were equal to about
5 per cent of the 1947 income of all home-owning
nonfarm families. As is shown in Table 6, the
proportion was slightly higher than the average

TasLE 6

ReLATION OF EXPENDITURES FOR HOME IMPROVEMENTS TO
Incomes or HonmEe-owNing NonrarMm FaMmivies,
sy Income Groues, 1947

Percentage distribution of | Total pay-
totals relating to home- ments for
owning nonfarm families home im-
[ provements
1947 famly income 2 percent
Num- Payments | age of total
ber of In- on home | income of
fami- come ? | improve- | respective
lies 1 ments 3 groups
Under $2,000. .. ... 25 6 9 8
$2,000-84,999...... 48 34 41 6
$5,000 and over. ... 27 60 50 5
All income groups 100 100 100 5

1 All home-owning families, 100 per cent in this column, represent
49 per cent of all nonfarm families. )

2 The total income of all home-owning families, 100 per cent in
this column, represents 56 per cent of the total nonfarm income. )

3 Total 1947 expenditures for repairs, improvements, and addi-
tions to owned homes are taken as 100.

in the case of families with incomes of less than
$2,000, and slightly lower than the average in
the case of families with incomes of $5,000 or more.
Each of these groups represents about one-fourth
of all home-owning families, but the expenditures
of the high income group for additions and repairs
were about five times those of the low income
group. Families with incomes of $5,000 or more ac-
counted for approximately half of all money spent,
in contrast to the 9 per cent attributable to families
in the lowest income bracket.

Generally speaking, the tendency was for the
proportion of home owners indicating such expendi-
tures to be slightly higher among families in metro-
politan areas than among families in other areas.
The same was true among groups where the head
of the family was under 45 years of age in compari-
son with other age groups, as is shown in Table 7.
Statistically speaking, however, many of these
differences were not significant.

Mortcace PayMenTs 3y Home OwnNers

Although data on the financial arrangements
of home owners are somewhat incomplete, the sur-
vey does provide information about the frequency
of payments made on mortgages during 1947, While
three of every five home owners reported that
they made no payments on mortgage principal last
year, this does not necessarily mean that they owned
their homes free of debt.’® The widespread use of
“direct-reduction” loans, which are amortized by
monthly payments consisting partly of interest on

8 Families who paid interest but no principal on mortgages
were grouped with families that made no mortgage payments.

TasLe 7

EXPENDITURES FOR ADDITIONS AND REPaIRs To HoMmes OwNEp BY NoNrFARM Famivies orF Dirrerent Typrs, 1947

[Percentage of home-owning families in each expenditure bracket]}

1947 family income : : R
All before taxes Residence of family Age of head of family
A " 4 home
mount spent for ad- | owning Other R
ditions and repairs fng"r‘r-l Under { $2,000- $5.000 N;I)itlli'? Ty sity 2C é%’o Rural | yg 34 | 35-44 | 45-54 | 55-64 | 65 and
families | $2,000 | $4,999 | 304 | Gan [ S0000| "o | Tpren | 18- - ~64 | “over
area over 50,000
Balel el sl 3Bl gl s8] %l
10 1
BOPE e e e g e ]
7
A I AR R AR A I I R
3 1
2 1 1 5 3 2 2 2 3 2 2 2 1
1 1 1 1 1 1 1 ) ® 1 1 1 1
All home-owning non-
farm families .....] 100 100 100 100 100 100 1