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N o v e m b e r  1 9 4 0  c o m p a r e d  w ith  N o v e m b e r  1 9 39

D is t r ic t  S u m m a ry  

o f  B u s in e s s  C o n d itio n s
Sixth  D istrict retail sa les established in  N ovem ber  
a new  record volum e for  that m onth, and new  h igh  
leve ls w ere reached in  tex tile  activity and p ig  iron  
production, both o f  w hich have im portant parts in  
the national d efense program . N ovem ber bu ild ing  
perm its and total construction contracts awarded  
w ere n ot equal to  the large totals for  October or 
N ovem ber last year. E lectric pow er production  
reached a record total in  October, the latest figures 
availab le. D istrict gains over N ovem ber 1939  in  
retail sa les, residential contracts, and p ig  iron  out
put w ere larger than those for  th e country and the  
D istrict decline in  coal output was sm aller, w h ile  
the com parisons o f  “a ll other” contract awards, 
coa l production, and cotton consum ption w ere less  
favorable for  the D istrict than for  the country.
► T he d a ily  rate o f  retail sa les in  the D istrict, w hich  
u su a lly  declines s lig h tly  in  N ovem ber, increased 13 
per cent over October. T he unadjusted index o f  
d a ily  average sales, at 141 per cent o f  the 1935- 
1939 average, w as the highest for  N ovem ber o f  any  
year since 1926, when it w as a lso  141, and had  
been exceeded in  N ovem ber o n ly  once, in  1920, in  
the entire series w hich begins w ith the year 1919. 
Furtherm ore, aside from  the m onth o f  Decem ber, 
w hich a lw ays has the largest volum e o f  retail trade 
o f any m onth in  the year, the index o f  141 for  N o
vem ber th is year had been exceeded on ly  three tim es 
in  the entire series, Novem ber 1920, and October 
1920 and 1925. A fter adjustm ent for seasonal vari
ation, the N ovem ber index was up 15 per cent from  
O ctober, and w as the h ighest for N ovem ber o f any  

( Continued, on page 6 )

T h e  O rig in  o f  E x c e s s  R e s e rv e s
Excess reserves have now  been w ith us for  so  lon g , and in  such quantity, 
it  is  som etim es difficult to rem em ber that they constitute an unp aralleled  
banking phenom enon. T heir existence, their m agnitude, and their prac
tica lly  continuous growth for  nearly  a decade provide a  principal 
pecu liarity  o f  the current banking scene, the source o f  m any o f  the  
serious problem s either currently or p rospectively  facin g  com m ercial 
banks and the R eserve System . W h ile  our banker readers are acutely  
aw are o f  the excess reserve problem  and know o f  the causative process 
that h as brought it  in to being, w e b elieve that the chart below  w ill  
provide an interesting v isual review  o f  the evolution  o f  the problem  
to its  present proportions.

T he chart has been prepared from  data assem bled b y  the Board o f  
Governors o f  the F ederal R eserve System . T he m onth-to-m onth figure 
on excess reserves is  there show n to be, as o f  course it  m ust be, the 
result o f  a  surplus in  the total su pp ly  o f  reserve funds over d ie  total 
use o f  those funds. W ith the chart’s h elp  it is  p ossib le  read ily  to grasp  
the relative im portance in  any m onth o f, say, go ld  inflow s or Reserve 
System  operations as factors p rovid ing reserve funds, and, on the other
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h a n d , to  g ra s p  th e  r e la t iv e  im p o rta n c e  o f , s a y , th e  g ro w th  o f  

d e p o s its  o r  th e  B o a rd ’s  a c t io n  in  r a is in g  th e  ra te  o f  re s e rv e  

re q u ire m e n ts  a g a in s t  d e p o s its  a s  fa c to r s  u s in g  re s e rv e  fu n d s .

► T h e re  a r e  s e v e r a l s o u rc e s  o f  re s e rv e  fu n d s , th e  r e s u lt  o f  

h is t o r ic a l d e v e lo p m e n ts  n o w  e m b o d ie d  in  la w s  g o v e rn in g  

b a n k in g  re s e rv e s . T h e  g o v e rn m e n t m a in ta in s  th e  p r a c t ic e  o f 

b u y in g  a t  a  f ix e d  p r ic e  a l l  g o ld  o ffe re d  to  i t ,  a n d  t h is  p r a c t ic e  

c re a te s  re s e rv e  fu n d s  e q u a l to  th e  a m o u n t o f  e a c h  p u rc h a s e , 

a n d  c o n v e rs e ly , in  th e  a b s o rp t io n  o f  re s e rv e  fu n d s  w ith  e a c h  

s a le ; G o ld  f lo w s  b r in g  th e s e  u n c o m p e n sa te d  c h a n g e s  in  th e  

s u p p ly  o f  re s e rv e  fu n d s  b e c a u se  o f  th e  m a n n e r in  w h ic h  th e  

p u rc h a s e s  o r  s a le s  a re  m a d e . T h e  g o v e rn m e n t b u y s  n e w  g o ld  

w ith  c h e c k s  d ra w n  u p o n  it s  b a la n c e  w ith  th e  F e d e r a l R e s e rv e  

B a n k s , a n d  re p le n is h e s  it s  b a la n c e  th e re  b y  th e  d e p o s it  o f  

g o ld  c e r t if ic a te s  is s u e d  a g a in s t  th e  g o ld . T h e  c h e c k  a g a in s t 

th e  F e d e ra l R e s e rv e  B a n k  m u s t , h o w e v e r , c o m e  in to  th e  p o sse s 

s io n  o f  a  c o m m e rc ia l b a n k  a n d , u p o n  p a y m e n t, in c re a s e  th e  

re s e rv e  b a la n c e  o f  th a t  b a n k  a n d  o f  th e  e n t ire  b a n k in g  s y s te m .

In  a d d it io n  to  th e  re s e rv e  fu n d s  c re a te d  b y  th e  p u rc h a s e  

o f  n e w  g o ld  th e  g o v e rn m e n t e x p a n d e d  th e  re s e rv e  s ig n if ic a n c e  

o f  it s  g o ld  s to c k  b y  d e v a lu a t io n . C h a n g in g  th e  d o lla r  p r ic e  

o f  g o ld  in  J a n u a r y  1 9 3 4  in c re a s e d  th e  v a lu e  o f  th e  T r e a s u r y ’s  

g o ld  in v e n to ry  b y  $ 2 .8  b i l l io n , m a k in g  i t  p o s s ib le  f o r  th e  

g o v e rn m e n t to  in c re a s e  b y  th a t  a m o u n t it s  b a la n c e s  w ith  th e  

R e s e rv e  B a n k s , it s  e x p e n d itu re s  o f  R e s e rv e  B a n k  d e p o s its , a n d  

c o n s e q u e n tly  th e  re s e rv e  fu n d s  o f  th e  b a n k in g  s y s te m . T h is  

p o s s ib ilit y  w a s  n o t e x p lo ite d , h o w e v e r , f o r  th e  d e v a lu a t io n  

p r o f it  w a s  u se d  to  in c re a s e  th e  T r e a s u r y ’s  c a s h  h o ld in g s , 

n o ta b ly  th e  E x c h a n g e  S t a b iliz a t io n  F u n d , a n d  a s  w i l l  b e  

e x p la in e d  b e lo w , a n  in c re a s e  in  th e  T r e a s u r y ’s  c a s h  h o ld in g s  

a b s o rb s  re s e rv e  fu n d s . O n  th e  c h a r t  th e  d e v a lu a t io n  p r o f it  is  

sh o w n  s e p a r a te ly . T h e  s h a rp  d ro p s  in  th e  c u rv e s  a t  J a n u a r y  

1 9 3 4  re p re s e n t  t h is  c h a n g e  in  th e  v a lu e  o f  th e  T r e a s u r y ’ s  

g o ld  in v e n to r ie s , a n d  c o m p e n s a tin g  a d ju s tm e n ts .

A  t h ir d  s o u rc e  o f  re s e rv e  fu n d s  is  p ro v id e d  b y  th e  s to c k s  

o f  T r e a s u r y  c u r re n c y  o u ts ta n d in g . B a n k  re s e rv e s  w e re , u n t il 

r e c e n t ly , c o n s id e re d  to  b e  a  fu n d  m a in ta in e d  f o r  th e  p u rp o s e  

o f  c o n v e rt in g  d e p o s it  m o n e y  in to  la w fu l m o n e y , a n d  p a r t ly  

f o r  t h is  re a s o n  b a n k s  w e re  in  th e  p a s t  re q u ire d  to  h o ld  p a r t  

o f  t h e ir  re s e rv e s  in  th e  fo rm  o f  la w fu l m o n e y  in  t h e ir  v a u lt s . 

W h ile  u n d e r th e  F e d e ra l R e s e rv e  S y s te m  v a u lt  c a s h  is  n o  

lo n g e r  c re d ite d  to  th e  b a n k s ' re s e r v e  a c c o u n ts , a l l  s u c h  m o n e y  

i s ,  o f  c o u rs e , d ir e c t ly  c o n v e r t ib le  in to  re s e rv e  m o n e y  b y  d e 

p o s it  a t  a  F e d e r a l R e s e rv e  B a n k . T h e  s u p p lie s  o f  T r e a s u r y  

c u r re n c y  a r e , th e re fo re , a  t h ir d  s o u rc e  o f  re s e rv e  fu n d s , a n d  

is s u e s  a n d  re d e m p tio n s  o f  s u c h  m o n e y  b r in g  c o rre s p o n d in g  

ch a n g e d  in  th e  s u p p ly  o f  b a n k  re s e rv e s  a v a ila b le . I t  s h o u ld  

b e  n o te d  th a t  s u c h  N a t io n a l b a n k  n o te s  a n d  F e d e ra l R e s e rv e  

b a n k  n o te s  a s  a re  s t i l l  in  c ir c u la t io n  a re  f o r  th e  p u rp o s e s  

o f  t h is  ta b u la t io n  in c lu d e d  u n d e r T r e a s u r y  c u r r e n c y . A ls o , 

i t  s h o u ld  b e  n o te d  th a t  th e  to ta ls  g iv e n  f o r  T r e a s u r y  c u r re n c y  

in c lu d e  a l l  s u c h  c u r re n c y  in  e x is te n c e , in c lu d in g  th a t  in  th e

T r e a s u r y ’s  v a u lt s  a n d  in  th e  F e d e ra l R e s e rv e  B a n k s , a llo w a n c e  

f o r  th e se  la t t e r  c a s e s  b e in g  m a d e  in  th e  ta b u la t io n  o f  th e  u se s  

o f  re s e rv e  fu n d s . T h e  c h a r t  re v e a ls  th a t  T r e a s u r y  c u r re n c y  h a s  

b e e n , o n  th e  w h o le , r e la t iv e ly  s ta b le  th ro u g h o u t th e  p e r io d , 

a n d  h a s , th e re fo re , a  r e la t iv e ly  m in o r  re s p o n s ib il it y  f o r  th e  

d e c a d e ’s  g ro w th  o f  e x c e s s  re s e r v e s .

T h e  e s ta b lis h m e n t o f  th e  F e d e r a l R e s e rv e  S y s te m  p ro v id e d  

a  fo u r th  s o u rc e  o f  re s e rv e  fu n d s , f o r  th e  F e d e ra l R e s e rv e  

S y s te m  is  e m p o w e re d , w it h in  lim it s , to  c re a te  re s e rv e  fu n d s . 

T h is  p o w e r , i t  s h o u ld  b e  n o te d , is  n o t a  n e w  o n e , f o r  i t  w a s  

e n jo y e d  b y  re s e rv e  c it y  b a n k s , a lth o u g h  in  le s s  re c o g n iz a b le  

fo r m , u n d e r o u r  e a r l ie r  b a n k in g  la w s . T o d a y , h o w e v e r , th e  

F e d e ra l R e s e rv e  B a n k s  a re  th e  p r in c ip a l b a n k in g  tru s te e s  

o f  t h is  p r iv ile g e . W h e n  a  F e d e ra l R e s e rv e  B a n k  b u y s  a n  a s s e t , 

g o v e rn m e n t b o n d s  o r  m e m b e r b a n k  p a p e r  f o r  in s ta n c e , it s  

o b lig a t io n s  c o m e  in to  th e  p o s s e s s io n  o f  th e  c o m n ie irc ia i b a n k s , 

a n d , s in c e  th e s e  o b lig a t io n s  a re  d e fin e d  b y  la w  to  b e  re s e rv e  

m o n e y , a  l ik e  a m o u n t o f  re s e r v e  fu n d s  c o m e s  in to  b e in g . 

A s  th e  c h a r t  s h o w s , R e s e rv e  B a n k  c r e d it , l ik e  T r e a s u r y  c u r*  

r e n c y , h a s  h a d  l i t t le  r e s p o n s ib ilit y  f o r  in c r e a s in g  th e  v o lu m e  

o f  e x c e s s  re s e rv e s  in  th e  p e r io d  s in c e  1 9 3 3  d u r in g  w h ic h  

p e r io d  e x c e s s  re s e rv e s  h a v e  b e e n  m o u n tin g  so  re m a rk a b ly .

T h e  a d d it io n  o f  th e s e  fo u r  s o u rc e s  o f  re s e r v e  fu n d s , g o ld  

s to c k s  a t  p u rc h a s e  p r ic e , d e v a lu a t io n  in c re m e n t , T r e a s u r y  

c u r r e n c y , a n d  R e s e rv e  B a n k  c r e d it , s h o w n  o n  th e  c h a r t  b y  

th e  to ta l a re a  b e tw e e n  th e  to p  a n d  b o tto m  b la d e  c u rv e s , 

r e v e a ls  th e  to ta l s u p p ly  o f  re s e r v e  fu n d s  a v a ila b le  to  th e  

b a n k in g  s y s te m . T h e  g e n e ra l p ic tu r e  i s  c le a r . T h e  s u p p ly  o f  

re s e rv e  fu n d s  h a s  m o re  th a n  t re b le d  s in c e  th e  b e g in n in g  o f

1 9 3 3 , a n d  o n e  fa c t o r  a lo n e , th e  v a lu e  o f  T r e a s u r y  g o ld  s to c k s  

h a s  c o n tr ib u te d  o v e r  9 0  p e r  c e n t o f  th e  in c re a s e , a p p r o x i

m a te ly  1 5  p e r  c e n t b e in g  a t t r ib u ta b le  to  th e  d e v a lu a t io n  

p r o f it , a n d  th e  re m a in d e r  b e in g  th e  r e s u lt  o f  g o ld  in f lo w s  

a n d  d o m e s tic  p r o d u c t io n .

► T h e  s u p p ly  o f  re s e rv e  fu n d s  a v a ila b le  is  u t iliz e d  in  s e v 

e r a l w a y s  o th e r th a n  in  th e  a c tu a l p r o v is io n  o f  m e m b e r b a n k  

re s e rv e  b a la n c e s . T h e s e  u s e s  o f  re s e r v e  fu n d s  a r e  p lo tte d  o n  

th e  c h a r t  in  g re e n , c u m u la t iv e ly  f ro m  th e  z e ro  lin e  d o w n w a rd . 

B e c a u s e  la w fu l m o n e y  a n d  re s e r v e  m o n e y  o v e r la p , in  th e  

se n se  th a t  th e  s u p p lie s  o f  re s e r v e  fu n d s  m a y  b e  u se d  e it h e r  

in  th e  fo rm  o f  la w fu l m o n e y  o r  o f  b a n k  re s e r v e s , th e  p r o v is io n  

o f  h a n d -to -h a n d  c u r re n c y  a b s o rb s  fu n d s  th a t  w o u ld  o th e rw is e  

b e  a v a ila b le  a s  b a n k  re s e r v e s . T h is  d e m a n d  f o r  re s e r v e  fu n d s , 

u s u a lly  c a lle d  th e  “ in t e r n a l d r a in ,”  c o n s t itu te s  th e  la rg e s t  

s in g le  u s e  o f  re s e rv e  fu n d s , a lth o u g h  it s  p r o p o r t io n  o f  th e  

to ta l d e m a n d  h a s  f a lle n  d u r in g  th e  p e r io d  o f  th e  c h a r t  f ro m  

so m e  6 5  p e r  c e n t in  1 9 3 3  to  a b o u t 4 0  p e r  c e n t in  1 9 4 0 .

I n  m o re  n o rm a l t im e s  w h e n  e x c e s s  re s e rv e s  a re  s c a r c e , th e  

in t e r n a l d ra in  o f  re s e rv e  fu n d s  is  a n  e x t re m e ly  im p o rta n t  

fa c t o r  in  th e  b a n k in g  p ic tu re  b e c a u s e  th e  p u b lic , b e in g  f r e e , 

o f  c o u rs e , to  c h o o se  th e  p ro p o r t io n  o f  it s  b a la n c e s  th a t  i t  w i l l  

k e e p  in  th e  fo rm  o f  la w fu l m o n e y , m a y  ? c re a te  a n  u n c o m fo rt
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a b le  o r  e v e n  d a n g e ro u s  s itu a t io n  fo r  th e  b a n k s  a t  e ith e r  

e x tre m e  o f th e  b u s in e s s  c y c le : b y  c o n v e rt in g  d e p o s its  in to  

c a s h  f o r  p u rp o s e s  o f  s a fe ty  in  p e r io d s  o f c r is is , o r  fo r  p u r 

p o se s  o f  f in a n c in g  in c re a s e d  w a g e  a n d  o th e r p a y m e n ts  d u r in g  

b o o m s . T h e  in t e rn a l d ra in  fo r  th e  p ro v is io n  o f  s a fe ty  is  v is ib le  

in  th e  c h a r t  in  th e  s h a rp  V  a p p e a r in g  in  M a rc h  1 9 3 3 . T h e  

s e a s o n a lit y  in  t h is  s e r ie s , sh o w n  b y  th e  s m a ll V ’ s  a p p e a r in g  

e a c h  f a l l  is  a ls o  in te re s t in g , a lth o u g h  th e  F e d e ra l R e s e rv e  

n o te  h a s  s o lv e d  th is  o n ce  d a n g e ro u s  p ro b le m .

A  se c o n d  p o rt io n  o f  th e  re s e rv e  fu n d s  a v a ila b le  is  a b so rb e d  

b y  th e  T r e a s u r y . N o t o n ly  d o e s th e  T r e a s u r y  p ro v id e  re s e rv e  

fu n d s  th ro u g h  th e  is s u e  o f  T r e a s u r y  c u r re n c y , a s  e x p la in e d  

a b o v e , b u t i t  a b s o rb s  th e m  to  so m e  e x te n t in  m a in ta in in g  it s  

w o rk in g  b a la n c e s . T h e s e  w o rk in g  b a la n c e s  a re  k e p t in  th re e  

fo r m s : in  c a s h , in  d e p o s its  w ith  th e  F e d e ra l R e s e rv e  B a n k s , 

a n d  in  d e p o s its  w ith  c o m m e rc ia l b a n k s  th ro u g h o u t th e  c o u n 

t r y . F u n d s  k e p t in  e ith e r  o f  th e  f ir s t  tw o  fo rm s , sh o w n  o n  

th e  c h a r t  a s  “ T r e a s u r y  c a s h ,”  a b s o rb  c o rre s p o n d in g  a m o u n ts  

o f  re s e rv e  fu n d s  th a t w o u ld  o th e rw is e  b e  a v a ila b le  to  th e  

c o m m e rc ia l b a n k s . U n t il 1 9 3 4 , h o w e v e r , th is  ite m  w a s  a  m in o r 

o n e , a m o u n tin g  to  a p p ro x im a te ly  h a lf  a  b ill io n  d o lla r s , o r  

a b o u t 4  p e r  c e n t o f  th e  to ta l u se  o f  re s e rv e  fu n d s ; b u t , a s  

e x p la in e d  a b o v e , th e  d e v a lu a t io n  p r o f it  a c c ru in g  to  th e  g o v e rn 

m e n t in  J a n u a r y  1 9 3 4  w a s  c re d ite d  to  T r e a s u r y  c a s h , a n d  

T r e a s u r y  h o ld in g s  o f  c a s h  h a v e  s in c e  th e n  flu c tu a te d  b e tw e e n  

$ 2  a n d  $ 4  b ill io n .

A  t h ir d  p o rt io n  o f  th e  re s e rv e  fu n d s  a v a ila b le  is  a b so rb e d  

b y  th o se  n o n m e m b e r b a n k s , fo re ig n  g o v e rn m e n ts , a n d  c e n t ra l 

b a n k s  th a t  k e e p  b a la n c e s  w ith  th e  F e d e ra l R e s e rv e  B a n k s . 

S u c h  b a la n c e s  a re  b o u g h t b y  th e se  d e p o s ito rs  th ro u g h  th e  

s u r re n d e r  to  th e  S y s te m  o f  re s e rv e  m o n e y , m o n e y  th a t  w o u ld  

o th e rw is e  b e  a v a ila b le  a s  re s e rv e  m o n e y  in  th e  h a n d s  o f  th e  

p u b lic  o r  th e  c o m m e rc ia l b a n k s . T h e  ite m  is  a  s m a ll o n e , 

a lth o u g h  th e  fo re ig n  d e p o s it p o rt io n  h a s  b e e n  g ro w in g  re 

m a rk a b ly  in  re c e n t y e a r s .

T h e  e x p a n s io n  o f  th e se  n o n m e m b e r d e p o s its  w ith  th e  F e d 

e r a l R e s e rv e  S y s te m  h a s , o f  c o u rs e , re ta rd e d  th e  g ro w th  o f 

m e m b e r b a n k  e x c e s s  re s e rv e s , b u t i t  se e m s n e c e s s a ry  to  n o te  

th a t e v e n  i f  s u c h  d e p o s its  w e re  la rg e  e n o u g h  to  lo w e r  s u b 

s t a n t ia lly  th e  e x c e s s  re s e rv e s  c u rv e , i t  w o u ld  n o t re p re s e n t 

in  a n y  se n se  a  s o lu t io n  to  th e  e x c e s s  re s e rv e s  p ro b le m . N o n 

m e m b e r b a n k  d e p o s its  w ith  th e  F e d e ra l R e s e rv e  S y s te m  m a y  

th e m s e lv e s  b e  p a r t  o f  th e  e x c e s s  re s e rv e s  o f  n o n m e m b e r 

b a n k s , a n d  in  so m e  p a r t , th e re fo re , i t  w o u ld  b e  lo g ic a l to  a d d  

th e se  d e p o s its  to  th e  e x c e s s  re s e rv e s  c u rv e  in  a p p ra is in g  th e  

s e r io u s n e s s  o f  th e  e x c e s s  re s e rv e s  p ro b le m .

In  m a k in g  th is  c h a r t  a n o th e r u se  o f  R e s e rv e  B a n k  c r e d it , 

lo g ic a lly  u n c o n n e c te d  w ith  n o n m e m b e r b a n k  d e p o s its  b u t o f 

s m a ll a m o u n t, w a s  in c lu d e d  in  t h is  c a te g o ry . T h is  ite m  is  

th e  u n e x p e n d e d  c a p it a l fu n d s  o f  th e  F e d e ra l R e s e rv e  S y s te m , 

a n  ite m  o f  a b o u t o n e -q u a rte r b ill io n  d o lla r s . T h e  S y s te m ’ s 

u n e x p e n d e d  c a p it a l fu n d s  w e re  p a id  in  b y  th e  b a n k s  in  th e  

fo rm  o f  re s e rv e  m o n e y , a n d  n o t h a v in g  b e e n  re tu rn e d  to  th e

m a rk e t b y  e x p e n d itu re , re m a in  a  d ra in  u p o n  th e  s u p p ly  o f  

re s e rv e  fu n d s  a v a ila b le  to  th e  b a n k s .

T h e  fo u r th , a n d  f in a l, d e m a n d  fo r  re s e rv e  fu n d s  co m e s 

fro m  m e m b e r b a n k s  th a t  n e e d  c e r ta in  a m o u n ts  o f  s u c h  fu n d s  

to  f u l f i l l  th e  re q u ire m e n ts  o f  la w  a n d  re g u la t io n . In  d ra w in g  

th e  c h a r t , h o w e v e r , re s e rv e  fu n d s  re q u ire d  to  m e e t th e  s ta tu 

to r y  re q u ire m e n ts  o f  th e  a m e n d e d  F e d e ra l R e s e rv e  A c t  ( 7 , 1 0 , 

a n d  1 3  p e r  c e n t fo r  c o u n tr y , re s e rv e  c it y , a n d  c e n t ra l re s e rv e  

c it y  b a n k s , r e s p e c t iv e ly )  h a v e  b e e n  se g re g a te d  fro m  th e  a d d i

t io n a l re s e rv e s  re q u ire d  b y  re g u la to ry  a c t io n  o f  th e  B o a rd  

o f  G o v e rn o rs . T h is  s e g re g a tio n  m a k e s  i t  p o s s ib le  to  v is u a liz e  

th e  g ro w in g  n e e d  o f  re s e rv e  fu n d s  to  s u p p o rt th e  d e ca d e ’ s  

g ro w th  o f  d e p o s its  a t  a  c o n s ta n t re s e rv e  r a t e , a n d  a ls o  to  

v is u a liz e  th e  q u a n t ita t iv e  im p o rta n c e  o f  th e  B o a rd ’s  a c t io n  

ta k e n  u n d e r th e  a u th o r ity  o f  th e  B a n k in g  A c t  o f  1 9 3 5 . U n d e r 

t h is  A c t , a u th o r iz in g  th e  B o a rd  to  c h a n g e  re s e rv e  re q u ire m e n ts  

a t  it s  d is c re t io n  b e tw e e n  th e  lim it s  o f  th e  s ta tu to ry  p ro v is io n s  

a n d  tw ic e  th e  a m o u n t p ro v id e d  b y  s ta tu te , re s e rv e  re q u ire 

m e n ts  w e re  in c re a s e d  5 0  p e r  c e n t in  A u g u s t 1 9 3 6 , a n  a d d i

t io n a l 2 5  p e r  c e n t in  M a rc h  1 9 3 7 , a n d  a  f in a l 2 5  p e r  c e n t , e x 

h a u s t in g  th e  B o a rd ’s  p o w e rs  in  th is  m a tte r , in  M a y  1 9 3 7 . S u b 

s e q u e n t ly , th e  re q u ire m e n ts  w e re  re d u c e d  2 5  p e r  c e n t in  A p r i l  

1 9 3 8 . A t  th e  p re s e n t t im e  m e m b e r b a n k  re s e rv e  re q u ire m e n ts  

a s  a  w h o le  a c c o u n t fo r  a b o u t 3 5  p e r  c e n t o f  th e  to ta l u se  o f 

re s e rv e  fu n d s , a s  c o m p a re d  w ith  so m e  2 5  p e r  c e n t in  1 9 3 3 .

y  T h e  a d d it io n  o f  th e se  f iv e  u se s  o f  re s e rv e  fu n d s , m o n e y  

in  c ir c u la t io n , T r e a s u r y  c a s h  a n d  d e p o s its  w ith  th e  F e d e ra l 

R e s e rv e  B a n k s , n o n m e m b e r d e p o s its  w ith  th e  F e d e ra l R e s e rv e  

B a n k s  ( in c lu d in g  u n e x p e n d e d  c a p it a l f u n d s ) , m e m b e r b a n k  

re s e rv e s  re q u ire d  b y  s ta tu te , a n d  a d d it io n a l m e m b e r b a n k  

re s e rv e s  re q u ire d  b y  a c t io n  o f  th e  B o a rd  o f  G o v e rn o rs , sh o w n  

o n  th e  c h a r t  b y  th e  to ta l g re e n  sh a d e d  a re a , y ie ld s  th e  to ta l 

u se  o f  re s e rv e  fu n d s . S ta r t in g  fro m  th e  b o tto m  o f  th is  a re a , 

th e  v a r io u s  s u p p lie s  o f re s e rv e  fu n d s  h a v e  b e e n  p lo tte d  c u m u 

la t iv e ly  u p w a rd , a n d , a s  w i l l  b e  n o tic e d , th e  s u p p lie s  o f  s u c h  

fu n d s  c o n s id e ra b ly  e x c e e d  t h e ir  u s e . T h e  a m o u n t o f  th is  

e x c e s s , sh o w n  b y  th e  a re a  a b o v e  th e  z e ro  lin e , is  th e  m o n th - 

b y -m o n th  v o lu m e  o f e x c e s s  re s e rv e s .

T h e  c h a r t  is  c o m p le te  e x c e p t fo r  o n e  ite m  a llu d e d  to  a b o v e , 

i .e ., re s e rv e  fu n d s  e s ta b lis h e d  in  re s e rv e  c it y  b a n k s  th a t h o ld  

th e  la w fu l re s e rv e s  o f  c e r ta in  n o n m e m b e r b a n k s . T h is  o m is 

s io n , h o w e v e r , w h ile  u n fo rtu n a te  fro m  th e  s ta n d p o in t o f p ro 

v id in g  a  to ta l p ic tu re  o f  th e  b a n k in g  s itu a t io n , d o e s n o t 

in t e r fe re  w ith  th e  e x a c t  b a la n c in g  o f  th e  fa c to r s  in c lu d e d  

in  th is  t a b u la t io n , fo r  th e  e x c e s s  re s e rv e s  r e s u lt in g  fro m  th e  

o v e rp lu s  o f  th e  s u p p ly  o f  re s e rv e  fu n d s  o v e r  th e ir  u se  a re  

th e  e x c e s s  re s e rv e s  o f  m e m b e r b a n k s  o n ly . B o th  th e  re s e rv e s  

o f , a n d  th e  re s e rv e s  c re a te d  f o r , n o n m e m b e r b a n k s  a re  o m itte d  

fro m  th e  d o u b le -e n try  t a b u la t io n , a n d  it s  b a la n c e  is  th e re fo re  

a s s u re d . W h ile  th e re  is  th u s  a n  o m is s io n  o f  a  fa c to r  d e te r

m i n i n g  n o n m e m b e r  re s e rv e s , i t  s h o u ld  b e  re m e m b e re d  in  th is  

c o n n e c tio n  th a t th e  re s e rv e s  o f  m e m b e r b a n k s  a re  q u a n t ita 

t iv e ly  o f  b y  f a r  th e  g re a te r im p o rta n c e  in  th e  re s e rv e  s itu a t io n .

— E . H .
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INDUSTRIAL PRODUCTION

Index ol physical volume of production, adjusted for 
iw tffl variation, 1935-1939 average = 100. By months, 

lanuary. 1934. to November. 1940.

CONSTRUCTION CONTRACTS AWARDED

Three-month moving average of F. W. Dodge data for 
value of contracts awarded in 37 Eastern States, adjusted 
for seasonal variation. Latest figures based on data for September, October, and estimates for November.

FREIGHT CAR LOADINGS

Index of total loadings of revenue freight, adjusted for 
seasonal variation. 1923-1925 average —100. Miscella
neous. coal# and all other expressed an terms of points in 
total index. By months. January, 1934. to November. 1940.

MEMBER BANKS IN 101 LEADING CITIES

Wednesday figures. September S. 1934. to December 19. 
1940. Commercial loans based on new classification be

ginning May 19, 1937.

N a tio n a l S u m m ary  o f  B u sin e ss
Prepared by die Board of Governors ol the Federal Reserve System

I N D U S T R IA L  a c tiv ity  co n tinued  a t a h ig h  ra te  in  N ovem ber and  the f irs t  h a lf o f 
D ecem ber and  d istrib u tio n  o f com m odities in creased  co n sid e ra b ly . Com m odity p rice s 

g e n e ra lly  show ed lit t le  change fo llo w in g  e a rlie r ad van ces.

P r o d u c t i o n

V o lum e o f in d u s tr ia l p ro d u ctio n , w h ich  u su a lly  d e c lin e s a t th is  seaso n , show ed lit t le  
change fro m  t)c to b e r to N ovem ber, and  th e  B o ard ’s se aso n a lly  ad ju sted  in d e x  rose
3  p o in ts fu rth e r to  132 p er cen t o f the 1935-1939 average .

R e fle c tin g  w o rk  on a  la rg e  vo lum e o f o rd ers fo r n a tio n a l defense purposes and  fo r 
c iv ilia n  needs, a c tiv ity  in  the m ach in e ry and  te x tile  in d u strie s  co n tinued  to . in cre ase  
sh a rp ly . A t m ach in e ry p lan ts and a t cotton te x tile  m ills  a c tiv ity  reach ed  new  h ig h  le v e ls  
and  a t w oolen m ills  o u tpu t w as c lo se  to the p revio us peak reached  e a rly  in  1937.

S te e l in g o t p ro d u ctio n , w h ich  had  been a t about 94 p e r cen t o f ca p a c ity  in  O cto b er, 
in creased  som ew hat fu rth e r in  N ovem ber and  th e  f irs t  h a lf o f D ecem b er. A u to m o b ile  
p ro ductio n  co n tin ued  in  u n u su a lly  la rg e  vo lum e, am ounting  in  N ovem ber to  aro und
500,000 ca rs  and  tru c k s . R e ta il sa le s o f new  ca rs  have been la rg e  th is  autum n and 
p ro ductio n  h as been m a in ta ined  a t h ig h  le v e ls  in  o rd e r to  su p p ly  th is  dem and and  to 
b u ild  u p  d ea le rs ' sto cks. Lu m b e r p ro ductio n  d eclin ed  le ss  th an  se aso n a lly  fro m  O ctober 
to  N ovem ber. N ew  o rd ers fo r lu m b e r co n tin ued  som ew hat above th e  cu rre n t ra te  o f 
p ro ductio n  a ltho ug h  below  the h ig h  le v e l o f the th ree  p reced ing  m onths w hen la rg e  
o rd ers w ere  p laced  fo r cantonm ent co n stru ctio n . Lu m b e r sto cks a t m ills  co n tin ued  to 
d e clin e  and  w ere  sm a lle r th an  a t an y tim e in  recen t y e a rs . B itu m in o u s co a l p roduction  
in creased  co n sid e rab ly  in  N ovem ber, fo llo w in g  a  sh a rp  d e c lin e  in  th e  p revio u s m onth , 
w h ile  ou tpu t o f cru d e  petro leum  w as m ain ta in ed  a t about the  O cto b er ra te . P ro d u ctio n  
o f m ost m eta ls co n tinued  in  la rg e  vo lum e.

V a lu e  o f to ta l co n stru ctio n  co n tract aw ard s d eclin ed  le ss  th an  seaso n a lly  in  N ovem ber. 
In  th e  37 easte rn  S ta te s fo r w h ich  F . W . Dodge C o rp o ratio n  d ata  a re  a va ila b le  to ta l 
co n tracts show ed lit t le  ch a n g e ; aw ard s fo r p u b lic  co n stru ctio n  in creased  fu rth e r and  
those fo r p riva te  w o rk  d eclin ed  b y som ew hat le ss  th an  the u su a l seaso nal am ount. In  the 
fa r  w estern  S ta te s co n tract aw ard s show ed a  d e c lin e  fro m  th e  u n u su a lly  h ig h  le v e l 
reached  in  O cto b er.

D i s t r i b u t i o n

D is trib u tio n  o f com m odities to consum ers in creased  co n sid e rab ly  in  N ovem ber. S a le s  
a t departm ent sto res and  m ail-o rd e r houses ro se sh a rp ly , w h ile  v a rie ty  sto re  sa le s  in creased  
by about th e  u su a l seaso nal am o u n t In  the f irs t  h a lf o f D ecem ber th e re  w as thie custo m ary 
la rg e  expan sio n  in  re ta il sa le s .

T o ta l fre ig h t-ca r lo ad in g s show ed co n sid e rab ly  le ss  th an  th e  u su a l seaso nal d e clin e  
in  N ovem ber and  th e  e a rly  p a rt o f D ecem ber. Lo a d in g s o f c o a l, w h ich  had  been cu rta ile d  
in  O cto b er, in creased  sh a rp ly  and  sh ip m ents o f o re and  o f m isce llan eo u s m erchand ise  
d eclin ed  m uch le ss  th an  is  u su a l a t th is  tim e  o f th e  y e a r.

W h o l e s a l e  C o m m o d i t y  P r i c e s

P ric e s  o f b a sic  co m m od ities, w h ich  had  rise n  su b sta n tia lly  s in ce  A u g u st, g e n e ra lly  
show ed lit t le  change fro m  the m id d le  o f N ovem ber to  th e  m id d le  o f D ecem b er. P ric e s  o f 
a  few  im p orted  co m m od ities, p a rtic u la rly  coco a , b u rla p , and  sh e lla c , in creased  co n sid e rab ly  
and  th ere  w ere  sm a ll advances in  ste e l scra p  and  som e o th er dom estic co m m od ities, w h ile  
m oderate d eclin es w ere  rep o rted  fo r su ch  va rie d  com m od ities a s  le a d , g ra in s , and  la rd .

B a n k  C r e d i t

T o ta l lo an s and  investm ents a t re p o rtin g  m em ber b a n ks in  101 le a d in g  c itie s  have 
in creased  sh a rp ly  s in ce  the  beg inn ing  o f O cto b er. C o m m ercia l lo a n s co n tinued  to  in cre ase  
in  N ovem ber and  the firs t h a lf o f D ecem b er, and  h o ld in g s o f U n ite d  S ta te s G overnm ent 
o b lig atio n s a t N ew  Y o rk  C ity  b anks rose sh a rp ly . P rin c ip a lly  as a  re su lt o f th e  exp an sio n  
o f b ank lo an s and  in vestm en ts, G overnm ent e xp en d itu res, and  fo re ig n  d isb ursem ents 
fin anced  b y a d d itio n a l gold  im p o rts, b a n k  deposits in creased  to new  h ig h  le v e ls . A t  the  
sam e tim e th ere  h as been a  co n sid erab le  in cre ase  in  cu rre n cy  in  c irc u la tio n  p a rtly  in  
response to seaso nal trad e  dem ands.

U n i t e d  S t a t e s  G o v e r n m e n t  S e c u r i t y  P r i c e s

P ric e s  o f U n ite d  S ta te s G overnm ent se c u ritie s  co n tin ued  to ris e  d u rin g  th e  la tte r h a lf 
o f N ovem ber and  th e  e a rly  p a rt o f D ecem b er, and  the  1960-65 bonds advanced  to su cces
s ive  new  h ig h  le v e ls , w ith  a peak o f about 111%  on D ecem ber 10. T h e  y ie ld  on th is  issu e  
d eclin ed  to  a  lo w  p o in t o f 2 .03  p e r cen t on th e  la tte r d a te , b u t in creased  s lig h tly  tow ard  
th e  m id d le  o f th e  m onth , re fle ctin g  som e easin g  in  p ric e s .
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CONDITION OF FEDERAL RESERVE BANK OF ATLANTA
(la M01ions of Dollar*)

Dec. 18 Nov. 13 Dec. 20
1940 1940 1939

Bills discounted..................... f .04 $ .06 $ .1
Industrial advances........................ 3..........3 .7
U. S. securities.......................  83.8 86.2 100.8

Total bills end securities........  84.2 86.5 101.9
F. R. note circulation...............  194.9 183.4 165.3
Member bank reserve deposits... 226.1 231.1 205.0
U. S. Gov't general deposits...... 15.0 19.4 20.8
Foreign bank deposits.............. 27.1 27.0 14.3
Other deposits.......................  5.2 5.0 6.4

Total deposits......................  273.4 272.5 246.4
Total reserves......................... 390.7 381.4 311.2
Industrial advance commitments.. .01 .5 .1

CONDITION OF 22 MEMBER BANES IN SELECTED 
(h MDHons el Dollais)

Dec. 18 Nov. 13 Dec. 20
1940 1940 1939

Loans and Investments—Total... 1713.2 $684.0 $631.2
Loans—Total..........................  373.8 352.5 320.9

Commercial, industrial and
agricultural loans.............. 196.6 183.1 176.0

Open market paper...............  3.6 2.8 3.6
Loans to brokers and dealers

in securities......................  9.3 6.4 4.7
Other loans for purchasing

and carrying securities........  11.2 10.6 11.1
Real estate loans.................. 33.7 33.2 32.0
Loans to banks..................... 1.9 1.3 .9
Other loans......................... 117.6 115.1 92.7

Investments—Total..................  339.4 331.6 310.3
U. S. direct obligations.......... 157.2 151.8 141.2
U. S. guaranteed obligations... 63.4 65.7 69.7
Other securities...................  118.7 114.1 99.4

Reserve with F. R. Bank...........  143.1 146.2 127.1
Cash in vault..........................  16.5 15.5 15.2
Balances with domestic banks... 196.8 202.6 203.0
Demand deposits-adjusted........  449.6 439.2 399.0
Time deposits.........................  189.2 190.6 186.9U. S. Government deposits.......  40.3 42.1 44.6
Deposits oi domestic banks....... 330.0 317.1 287.0
Borrowings....................................  ....  

DEBITS TO INDIVIDUAL ACCOUNTS 
(In Thousands ol Dollars)

Nov. Oct. Nov.
ALABAMA 19̂ 0 1940 1939

Birmingham..............$ 107,657 $ 114,043 I 92,202
Dothan...................... 3,430 4,018 3,047
Mobile.............. ...... 46,112 49,580 37,990
Montgomery.............. 29,363 30,995 26,327

FLORIDAJacksonville...............  93,469 89,541 77,562
Miami.......................  57,877 54,148 45,292
Pensacola..................  11,059 11,088 8,187
Tampa......................  38,809 32,681 28,452

GEORGIA
Albany......................  6,454 5,955 5,251
Atlanta......................  251,918 250,303 219,723
Augusta...................  22,430 22,655 19,203
Brunswick................. 2,963 3,018 2,354Columbus.................. 21,928 22,180 16,198
Elberton...................  1,663 1.880 1,359
Macon......................  19,411 19,539 18,034
Newnan...................  2,466 2,801 2,217
Savannah..................  £(,433 32,503 28,251
Valdosta...................  4,473 4,346 3,992

LOUISIANANew Orleans.......  339,601 234,593 223,384
MISSISSIPPI

Hattiesburg...............  15,805 10,267 4,678Jackson..................... 30,673 31,114 30,944
Meridian...................  13,804 15,539 12,123
Vicksburg................. 9,215 8,958 9,321

TENNESSEE
Chattanooga.............. 47,293 50,399 43,482
Knoxville..................  33,551 34,680 27,925
Nashville...................  92,350 95,590 90,163

SIXTH DBtnBCT
26 Cities...................  1,236,227 1,232,414 1,077,661

UNITED STATES
274 Cities..................  39,088,000 39,695,(M0 34,666,000

SIXTH DISTRICT BUSINESS INDICATORS
Per Cent Change Dec. IB, 1940 from 
Nov. 13 Dec. 201940

47
1939
— 44
— 67
— 17
— 17 
+ 18 
+  10— 28 
+ 90 
— 18 
+  11 + 26

CITIES
Per Cent Change 
Dec. 18,1940 from 
Nov. 13 Dec. 20 

1940 1939 
+ 4 +13 
+ 6 +16

+  12+ 7 + 29
+ 45 +
+  6
+  2+ 46
+  2

+  1 
+ 5 
+  111 + 27 
+ 9 
+  11 — 9 

19 
13 
9 
3 

13 
1

— 10 
+ 15

Per Cent Change 
Nov. 1940 from Oct.1940 Nov. 1939
—  6
—  15
— 7
—  5

+  4 
+ 7
—  0 
+ 19

+  8
+  1
—  1
—  1
—  1
—  12
—  1
—  12
—  0
+ 3

+ 17 
+ 13 
+  21 
+  12

+  21 
+ 28+ 35 
+ 36

+ 27
+ 35
+  22
+  8

+  2 + 7

+ 54 — 1 
—  11 
+ 3

—  6
— 3
— 3

+  0

— 2

+238 
— 1 
+ 14 — 1

+ 9 
+  20 
+  2

+ 15

+ 13

RETAIL TRADE — NOVEMBER 1940 
(Cities lor which no indexes ere compiled)

Sales Stocks
Nov. 1940 compared with Nov. 1940 compared.with

October 1940 November 1939 October 1940 November 1939
Jackson...........  + 8  +17
Jacksonville.....  — 6 +26
Macon............  — 4 + 9
Montgomery--- + 5  +14 + 3  +26

+ 15 +23

(1923-1925 average ■» 100, except as noted)
Adjusted Unadjusted

Nov. Oct. Nov. Nov. Oct. Nov.
1940 1940 1939 1940 1940 1939 

RETAIL SALES* (1835-1939 Av. = 100)
DISTRICT (47 Firms)..................129 112 114 141 125 125
Atlanta.......................................................... 151 134 132
Birmingham.............................. ..................... 147 121 126
Nashville................................. ......................128 117 117
New Orleans............................. .....................136 116 129

RETAIL STOCKS
DISTRICT (22 Firms)..................  85 81 80 94 90 88
Atlanta....................................166 158 147 188 177 167
Birmingham.............................. 79 78 80 89 85
Nashville.................................  63 59 59 70 67
New Orleans.............................68 66 66 74 72

WHOLESALE SALES
TOTAL..................................... .................74 • 80 75
Groceries................................. ......................52 58 54
Dry Goods......................................................69 76 69
Hardware................................. .....................12* 1« 120
Drugs..................................... ......................115 117 116

CONTRACTS AWARDED
DISTRICT................................. .....................101 150 157
Residential..................................................... 99 112 75
Others..................................... .....................102 175 212
Alabama.................................. .....................116 143 85
Florida.......................................................... 85 142 52
Georgia.................................. ......................169 113 54
Louisiana................................. ......................54 43 44
Mississippi.....................................................154 105 120
Tennessee......................................................95 293 691

BUILDING PERMITS
20 CITIES................................ ..................... 49 91 70
Atlanta.......................................................... 21 115 160Birmingham.............................. ..................... 33 27 17
Sicksonville.............................. .....................Ill 278 58

ashville................................. ...................... 23 30 15
New Orleans.................................................. 42 33 32

PIG IRON PRODUCTION*
Alabama.................................. .....................134 132 125r

COAL PRODUCTION (1935-1939 At. — 100)
TWO STATES........................... 120 118 127 129 127 136
Alabama.................................. .....................135 134 137Tennessee..................................................... 117 111 IK

COTTON CONSUMPTION*
THREE STATES.......................... .................... 217 205 205
Alabama.................................. .....................266 219 236
Georgia........................................................ 200 187 196
Tennessee..................................................... IK 201 173

EMPLOYMENT (1932 Av. =100)
SDC STATES.............................. .....................140 137 139Alabama.................................. .....................152 148 143
Florida..........................................................104Georgia.................................. ..................... 157
Louisiana................................. ..................... 131
Mississippi.................................................... 113 112 118
Tennessee..................................................... 136 136 137

PAYROLLS (1932 At. — 100)
SIX STATES.............................. .................... 202 196 188
Akbama.................................. .....................278 266 296Florida......................................................... 104 gg 97
Georgia........................................................ 227 219 211Louisiana................................. ..................... 164 168 159
Mississippi.................................................... 145 148 151
Tennessee..................................................... 184 182 181

Oct Sept. Oct.
ELECTRIC POWER PRODUCTION* »40 19*0 1939

SK STATES.............................. .................... 439 404 392
Alabama.................................. .....................507 493 466
Florida......................................................... 551 512 475
Georgia.... ................................................... 233 237 235
Louisiana................................. .....................651 677 667
Mississippi.................................................... 113 90 100Tennessee.....................................................459 333 336

Statistics
(000 Omitted)

Not. Oct. Not. Year to Date
COMMERCIAL FAILURES 1940 1940 1939 1940 1939
Number (Actual—not 1000's) 38 53 40 601 642
Liabilities......................% 744 $ 858 ( 252 f 6,612 f 7,406

Oct. Sept. Oct. Year to Date
FARM INCOME** 1940 1940 1939 1910 1939

SDC STATES..................... 136,273 75,695 132,433 612,694 644,621
Alabama......................... 24,460 12,089 23,809 87,028 89,892
Florida..........................  6,022 3,355 7,931 87,068 104,902
Georgia......................... 34,201 25,351 24,489 137,436 123,731
Louisiana.......................  l/,086 9,528 24,103 “  "  —
Mississippi.................... . 34,440 15,679 35,988
Tennessee......................  20,064 9,693 16,133

‘Indexes of retail sales, electric power and pig iron production, and of 
cotton consumption are on a daily average basis.

**Include8 Government benefit payments, 
r = Revised.
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6 M o n t h l y  R e v i e w  o f  t h e  f e d e r a l  R e s e r v e  B a n k  o f  A t l a n t a  f o r  B e c e m b e r ,  1 9 4 0

d e fe n s e  A c t iv it ie sii.-
In  th e  R e v i e w  la s t  m o n th  i t  w a s  a n n o u n c e d  th a t  th e  F e d 

e r a l R e s e rv e  B a n k  o f  A t la n t a  a n d  o th e r R e s e rv e  B a n k s  a n d  

B ra n c h e s  in  t h e ir  D is t r ic t s  h a d  a ssu m e d  f o r  th e  A d v is o r y  

C o m m is s io n  to  th e  C o u n c il o f  N a t io n a l D e fe n s e  c e r ta in  d u tie s  
c o n n e c te d  w ith  th e  d e fe n s e  p ro g ra m . In  p u rs u a n c e  o f  th is  
fu n c t io n  th e  F e d e ra l R e s e rv e  B a n k  o f  A t la n t a  h a s  is s u e d  to  

a l l  b a n k in g  in s t itu t io n s  in  th e  S ix t h  F e d e ra l R e s e rv e  D is t r ic t  

th e  fo llo w in g  c ir c u la r  c o m m u n ic a t io n s :

1. A n  announcem ent, dated N ovem ber 19, 1940, co n ta in in g  (a )  the 
le tte r o f re fe ren ce  fro m  the A d v iso ry  Com m ission d esig nating  
the Fe d e ra l R eserve  System  and the R eserve  B a n k s and B ran ch es 
as its  agency in  ce rta in  p a rtic u la rs  and d esig nating  the fu n ctio n s 
to be p erfo rm ed ; (b )  a  fu rth e r d escrip tio n  by the  Fe d e ra l 
R eserve  B a n k  o f A tla n ta  o f it s  fu n ctio n s and  a  designation  
o f o ffice rs to act in  connection  w ith  n a tio n a l defense a t it s  m ain  
o ffice  and B ran ch es in  N ew  O rle a n s , N a sh v ille , B ir m ingham , 
and  Ja c k s o n v ille ;

2 . A n  o u tlin e  in  d e ta il, sty led  F inanc ing  N a tiona l D efense , dated 
D ecem ber 9 , 1940, re v ie w in g  c h ie fly  the p rob lem s o f procedure 
connected w ith  defense co n tracts and lo ans on su ch  c o n tra c ts ;

3 . A  tra n sm itta l, dated D ecem ber 12, 1940, o f (a )  a  com m unication  
by the D ire c to r o f P ro cu rem ent e n title d  Procedure u n der th e  
A ssig n m e n t o f C laim s A c t  o f  1940; (b )  a  copy o f a  le tte r from  
the C o m p tro lle r G en e ra l o f the U n ite d  S ta tes co n ta in in g  ru lin g s 
w ith  reg ard  to co p ies o f in stru m en ts o f assignm ent and paym ents 
und er assigned  co n tra c ts ; ( c )  a  suggested fo rm  o f n o tice  o f 
assignm ent se ttin g  fo rth  on it s  reverse  sid e  in stru c tio n s to be 
fo llo w ed  as to the use o f th e  fo rm  o f n o tic e ;

4 . Copy o f a p ress re le a se , dated D ecem ber 11, 1940, o f the 
N atio n a l D efense A d v iso ry  Com m ission  p e rta in in g  to  the pro
ced ure to be fo llo w ed  in  m akin g  a p p lica tio n  fo r ce rtifica te s 
re q u ired  u n d er the am o rtizatio n  deduction  p ro visio n s o f the 
In te rn a l R evenue Code.

C o p ie s  o f  th e se  c ir c u la r s  a re  a v a ila b le  to  in te re s te d  p e rs o n s  

o n  re q u e s t to  th e  F e d e ra l R e s e rv e  B a n k  o f  A t la n t a  o r  it s  

B ra n c h e s . I n  a d d it io n  th e  B a n k  h a s  a v a ila b le  f o r  d is t r ib u t io n  

c o p ie s  o f  th e  A r m y  P u r c h a s e  B u l l e t i n  ( 1 9 4 0 ) , is s u e d  b y  th e  

W a r  D e p a rtm e n t , a n d  S e l l i n g  to  t h e  N a v y  ( 1 9 4 0 ) , is s u e d  b y  
d ie  N a v y  D e p a rtm e n t . T h e s e  p u b lic a t io n s  w i l l  p ro v e  h e lp fu l 

to  th o se  d e s ir in g  to  d o  b u s in e s s  w ith  e ith e r  D e p a rtm e n t .

T h e  B a n k  a t t h is  t im e  re m in d s  re a d e rs  o f  th e  R e v i e w  th a t 
i t  w i l l  b e  h a p p y  to  s e rv e  th e  p u b lic  b y  p e r fo rm in g  th e  fo llo w 

in g  g e n e ra l fu n c t io n s  in  c o n n e c tio n  w ith  n a t io n a l d e fe n s e :

1. T o  assist bu siness and the Com m ission in  b rin g in g  in d u stria l 
defense ca p a c ity  to the atten tio n  o f the D efense A d v iso ry  Com 
m issio n  and the p rocurem ent agencies o f the arm ed fo rc e s ;

2 . T o  acq u a in t fin a n c ia l in stitu tio n s w ith  p ro per p rocedure in  ac
cep ting  assignm ents o f c la im s ag a in st the governm ent re su ltin g  
from  defense co n tra c ts ;

3 . T o  a ssist b u siness and b anks in  a rran g in g  the fin an c in g  o f 
defense su p p lies and fa c ilit ie s  co n tracts and su b co n tra cts ;

4 . To  fu rn ish  b u siness w ith  in fo rm atio n  on the procedure and 
proper co n tacts to m ake re la tiv e  to o b ta in in g  defense co n tra c ts ; 
and g e n e ra lly  to act a s , a lo c a l in fo rm atio n  cen ter fo r the 
D efense A d v iso ry  C o m m issio ii.

(C on tin u ed  fro m  page  1 ) 
o th e r y e a r , a n d  w a s  e x c e e d e d  o n ly  b y  th e  in d e x e s  fo r  th e  
m o n th s  o f  M a y , J u ly , a n d  A u g u s t  1 9 2 0 . T h e  a d ju s te d  in d e x  
f o r  N o v e m b e r is , th e re fo re , h ig h e r  th a n  f o r  a n y  o th e r m o n th  

in  m o re  th a n  tw e n ty  y e a r s . F o r  th e  c o u n try  a s  a  w h o le , th e  
B o a rd ’s  a d ju s te d  in d e x  ro s e  7  p e r  c e n t in  N o v e m b e r a n d  w a s  
u p  9  p e r  c e n t fro m  N o v e m b e r la s t  y e a r . W h o le s a le  tra d e  in  
th e  D is t r ic t  d e c lin e d  8  p e r  c e n t in  N o v e m b e r, w h e re a s  o v e r  a  
lo n g  p e r io d  o f  y e a rs  th e  N o v e m b e r to ta l h a s  a v e ra g e d  a b o u t 
1 2  p e r  c e n t le s s  th a n  f o r  O c to b e r , a n d  w a s  u p  5  p e r  c e n t fro m  
N o v e m b e r 1 9 3 9 .

► C o n s tru c t io n  c o n tra c ts  a w a rd e d  in  th e  S ix t h  D is t r ic t  d e 
c lin e d  in  N o v e m b e r in  c o m p a r is o n  w ith  th e  p re v io u s  m o n th  

a n d  th e  c o rre s p o n d in g  m o n th  la s t  y e a r . I n  b o th  o f  th o se  

c o m p a ra t iv e  p e r io d s  th e  D is t r ic t  h a d  u n u s u a lly  la r g e  t o ta ls . 

In  N o v e m b e r la s t  y e a r  th e  D is t r ic t  to ta l o f  c o n s tru c t io n  c o n 

t ra c ts  w a s  5 5  m illio n  d o lla r s  a n d  in c lu d e d  a  la r g e  p u b lic  

w o rk s  p r o je c t  in  T e n n e s s e e  th a t  to ta le d  a b o u t 3 8  m illio n s . 

T h e  d e c lin e  fro m  O c to b e r t h is  y e a r  w a s  d u e  in  p a r t  to  a  
d e c re a s e  o f  1 2  p e r  c e n t in  re s id e n t ia l b u ild in g  c o n tra c ts , b u t 

p r in c ip a lly  to  a  re d u c t io n  o f  4 2  p e r  c e n t in  th e  v o lu m e  o f 

“ a l l  o th e r”  c o n tra c ts , m o s t ly  in  th e  n o n re s id e n t ia l b u ild in g  
c la s s if ic a t io n , a lth o u g h  th e re  w a s  a  d e c lin e  o f  s m a lle r  p ro 
p o rt io n s  in  a w a rd s  f o r  p u b lic  w o rk s  a n d  u t il it ie s . R e s id e n t ia l 

c o n tra c ts  a w a rd e d  in  th e  D is t r ic t  d u r in g  N o v e m b e r w e re  

3 2  p e r  c e n t la r g e r  th a n  in  N o v e m b e r la s t  y e a r , a  s lig h t ly  

la r g e r  g a in  th a n  w a s  re c o rd e d  f o r  th e  c o u n t r y .

T e x t ile  a c t iv it y  in  th e  D is t r ic t  in c re a s e d  6  p e r  c e n t fro m  

O c to b e r to  N o v e m b e r, e v id e n c e d  b y  th e  d a ily  r a te  o f  c o tto n  
c o n s u m p tio n  b y  m il ls  in  A la b a m a , G e o rg ia , a n d  T e n n e s s e e , 

a n d  w a s  a t  a  n e w  h ig h  le v e l. T h e  N o v e m b e r ra te  w a s  a ls o  6  p e r  

c e n t a b o v e  th a t  fo r  N o v e m b e r 1 9 3 9 , w h ic h  w a s  th e  h ig h e s t 

th a t h a d  a t  th a t  t im e  b e e n  a t ta in e d , a n d  th e  m o n th s  o f  O c to b e r 
a n d  N o v e m b e r t h is  y e a r  h a v e  re a c h e d  n e w  re c o rd  le v e ls .

P ro d u c t io n  o f  p ig  ir o n  in  A la b a m a  a ls o  re a c h e d  a  re c o rd  

le v e l in  N o v e m b e r, h a v in g  in c re a s e d  2  p e r  c e n t o v e r  O c to b e r 

a n d  7  p e r  c e n t o v e r  N o v e m b e r la s t  y e a r . S te e l m il l  a c t iv it y  

in  th e  B irm in g h a m  a n d  G a d s d e n  a re a  a v e ra g e d  1 0 8 .4  p e r  c e n t 

o f  c a p a c ity  in  N o v e m b e r a g a in s t  1 0 5  in  O c to b e r , a n d  in  th e  

c o u n try  th e  N o v e m b e r a v e ra g e  w a s  9 6 .5  p e r  c e n t a g a in s t  

9 4 .3  in  O c to b e r. In  th e  f ir s t  th re e  w e e k s  o f  D e c e m b e r th e  
A la b a m a  ra te  a v e ra g e d  1 0 7 , a n d  th a t  f o r  th e  c o u n tr y  9 6 .8 . 
C o a l o u tp u t in  A la b a m a  a n d  T e n n e s s e e  in c re a s e d  2  p e r  c e n t 

fro m  O c to b e r to  N o v e m b e r b u t w a s  5  p e r  c e n t le s s  th a n  in  
N o v e m b e r la s t  y e a r , w h ic h  c o m p a re s  w ith  a  d e c re a s e  o f

4  p e r  c e n t f o r  th e  c o u n try  a s  a  w h o le .

► T h e  c o tto n  c ro p  in  th e  s ix  s ta te s  o f  th e  D is t r ic t , a c c o rd in g  
to  th e  D e c e m b e r e s tim a te  b y  th e  U n ite d  S ta te s  D e p a rtm e n t 
o f  A g r ic u lt u r e , a m o u n te d  to  4 ,0 8 0 ,0 0 0  b a le s , a  d e c re a s e  o f
9  p e r  c e n t fro m  1 9 3 9 , w h ile  in  th e  c o u n try  a s  a  w h o le  th e  
c ro p  in c re a s e d  7  p e r  c e n t . T h e  D is t r ic t  d e c lin e  w a s  d u e  to  
s m a lle r  p ro d u c tio n  in  L o u is ia n a  a n d  M is s is s ip p i, o ffs e t o n ly  
in  p a r t  b y  in c re a s e s  in  th e  o th e r  fo u r  s ta te s . T h e  D is t r ic t  

p ro d u c e d  t h is  y e a r  3 2 .2  p e r  c e n t o f  th e  c o u n try ’s  c o tto n  
c ro p , a n d  la s t  y e a r  3 8  p e r  c e n t .

C a s h  fa rm  in c o m e  in  th e  s ix  s ta te s  o f  th e  D is t r ic t  in c re a s e d  

8 0  p e r c e n t fro m  S e p te m b e r to  O c to b e r a n d  w a s  3  p e r  c e n t 
la rg e r  th a n  in  O c to b e r la s t  y e a r . R e c e ip ts  f ro m  c ro p s  a n d  

liv e s to c k  in c re a s e d  9 5  p e r  c e n t , a n d  g o v e rn m e n t p a y m e n ts  5  

p e r  c e n t o v e r  S e p te m b e r ; c o m p a re d  w ith  O c to b e r 1 9 3 9 , r e 
c e ip ts  fro m  m a rk e tin g s  o f  c ro p s  a n d  liv e s to c k  w e re  7  p e r  c e n t 

la r g e r , w h ile  g o v e rn m e n t p a y m e n ts  w e re  s m a lle r  b y  2 6  p e r  

c e n t . B e c a u s e  o f  th e  la rg e  m o v e m e n t o f  c o tto n  in  O c to b e r, 
a n d  th e  im p o rta n c e  o f  th a t  c ro p  in  th is  D is t r ic t , fa rm  in c o m e  
is  a lw a y s  a t  th e  y e a r ’ s  h ig h  p o in t  in  O c to b e r.

► T o t a l lo a n s  a n d  in v e s tm e n ts  a t  w e e k ly  re p o r t in g  m e m b e r 
b a n k s  in  s e le c te d  c it ie s  o f . th e  D is t r ic t  h a v e  in c re a s e d  9 7 .5  
m illio n s  o f  d o lla r s  s in c e  m id s u m m e r. O f  t h is  a m o u n t, lo a n s  
f o r  c o m m e rc ia l, in d u s t r ia l, a n d  a g r ic u lt u r a l p u rp o s e s  h a v e  
r is e n  4 7 .5  m illio n s  to  th e  h ig h e s t le v e l in  c o m p a ra b le  s ta 

t is t ic s , “ a l l  o th e r”  lo a n s  1 1 .8  m il lio r is , a n d  in v e s tm e n t h o ld 

in g s  h a v e  in c re a s e d  3 0 .5  m illio n s . D e m a n d  d e p o s its -a d ju s te d  
re a c h e d  a  n e w  h ig h  le v e l o n  D e c e m b e r 1 1 .
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