
F e D E R ^ ^ ^ ^ ^ ^ ^ ^ T L A N T A
V o l u m e  X X V I  A t l a n t a ,  G e o r g i a ,  F e b r u a r y  2 8 ,  1 9 4 1  N u m b e r  2

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

R e c o n n a is s a n c e

In  J a n u a r y  th e  te m p o  o f  t ra d e  a n d  in 

d u s t r ia l a c t iv it y  c o n tin u e d  h ig h . D e p a r t

m e n t s to re  s a le s  d e c lin e d  b y  s lig h t ly  

m o re  th a n  th e  u s u a l a m o u n t fro m  th e  

re c o rd  v o lu m e  re p o rte d  f o r  D e c e m b e r, 

w h ile  d is t r ib u t io n  b y  w h o le s a le  f irm s  

d e c lin e d  a  l i t t le  le s s  th a n  u s u a l. N e w  

h ig h  le v e ls  w e re  re a c h e d  in  a c t iv it y  a t 

t e x t ile  m il ls  in  th e  D is t r ic t . T h e  v a lu e  o f 
c o n s tru c t io n  c o n tra c ts  a w a rd e d  in  J a n u 

a r y  w a s  c o n s id e ra b ly  b e lo w  th a t o f  D e 

c e m b e r, b u t c o n s tru c t io n  a c t iv it y  o n  c o n 

t ra c ts  a lre a d y  a w a rd e d  c o n tin u e d  a t a 

ra p id  p a c e .

T h e  J a n u a r y  d e c lin e  in  d e p a rtm e n t 

s to re  s a le s  w a s  fro m  a n  u n u s u a lly  h ig h  

N o v e m b e r-D e c e m b e r le v e l —  o n e  t h a t  
h a d  b e e n  e x c e e d e d  o n ly  th re e  t im e s  in  

th e  tw e n ty -tw o  y e a rs  c o v e re d  b y  th e  in 
d e x . T h e  s e a s o n a lly  a d ju s te d  in d e x  re c o rd e d  a  le v e l h ig h e r 

th a n  th a t o f  th is  N o v e m b e r-D e c e m b e r o n ly  in  M a y , J u ly , a n d  

A u g u s t o f  1 9 2 0 . In  th a t y e a r , o f  c o u rs e , p r ic e s  w e re  c o n s id 

e ra b ly  h ig h e r  th a n  th e y  h a v e  

b e e n  in  re c e n t y e a r s , a n d  

th e re fo re  th e re  is  l i t t le  d o u b t 

th a t th e  p h y s ic a l v o lu m e  o f 

g o o d s s o ld  in  D e c e m b e r b y  

th e  s to re s  th a t re p o rt  re g u - 
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In  th e  D e c e m b e r n u m b e r o f  th is  R e v ie iv  
th e re  w a s  p re se n te d  a  c h a r t  o f  th e  fa c 
to rs  c o n tr ib u t in g  m o n th  b y  m o n th  s in c e  

1 9 3 3  to  th e  a c c u m u la t io n  o f  e x c e s s  re 

s e rv e s  in  th e  n a t io n . D u r in g  th e  sa m e  

p e r io d  th e  S ix t h  D is t r ic t  h a s  a ls o  w it 
n e sse d  a  g ro w th  o f  e x c e s s  re s e rv e s , a t  a  

ra te  so m e w h a t le s s  th a n  in  th e  n a t io n , 

b u t to  a n  e x te n t p r e v io u s ly  u n k n o w n . In  

th is  a r t ic le  a n d  it s  a c c o m p a n y in g  c h a rts  

a n  in te rp re ta t io n  o f  th e  fa c to rs  c re a t in g  

th e  D is t r ic t ’ s  e x c e s s  re s e rv e s  is  a tte m p t

e d , a lth o u g h , b e c a u se  o f  th e  n a t io n a l 

sco p e  o f  m o st o f  th e  fa c to r s  in v o lv e d , 

i t  is  le s s  e a s y  to  c o n s tru c t a  q u a n t ita t iv e  

p ic tu re  o f  th e  g ro w th  o f  e x c e s s  re s e rv e s  

in  a n y  re g io n  e x a c t ly  s im ila r  to  th a t 

p re se n te d  fo r  th e  n a t io n .

I f  th e  D is t r ic t ’ s  re s e rv e  s t a t is t ic s  a re  
to  b e  o b s e rv e d , so m e  in te rp re ta t io n  is  n e c e s s a ry , f o r , lik e  th e  

n a t io n ’s  e x c e ss  re s e rv e s , th o se  o f  th e  D is t r ic t  c a n  in c re a s e  in  

re sp o n se  to  d e v e lo p m e n ts  fa v o ra b le  to  th e  D is t r ic t — s u c h  a s

a n  e x c e s s  o f  g o v e rn m e n t e x-

s tm e n ts  

te d

10 20 30

120

100

80

60

40

20

1933

R a tio s  of E x c e s s  to R e q u ire d  

R e s e rv e s . A ll M e m b e r B a n k s  

in  th e  U n ite d  S ta te s  an d  in

p e n d itu re s  lo c a lly  o v e r  g o v 

e rn m e n t c o lle c t io n s  lo c a lly —  

o r  fo r  re a s o n s  u n fa v o r a b le  to  

th e  D is t r ic t — s u c h  a s  a  d e 

c lin e  in  b a n k  lo a n s  a n d  in v e s t
m e n ts  in  th e  D is t r ic t , a b s o lu te
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CONDITION OF FEDERAL BESEBVE BANK OF ATLANTA
(In Millions ol Dollars) per Cent Change

Feb.12,1941 from
Feb. 12 Ian. 15 Feb. 14 Jan. 15 Feb. 14

1941 1941 1940 1941 1940
Bills discounted...................... $ .009 $ .025 $ .291 —"64 — 97
Industrial advances..,..................... 3 .3 .8 ... — 62
U. S. securities........................ 91.1 91.1 100.4 ... — 9

Total bills and securities........  91.5 91.5 101.5 ... — 9
F. R. note circulation... ,___.... 197.2 193.3 158.2 + 2 + 25
Member l&nk reserve deposits... 257.9 249.6 220.8 + 3 + 17
U. S. Gov't general deposits.....  26.3 12.6 24.4 +109 + 8
Foreign baftk depopits.............  27.5 27.5 13.8 ... + 99
Other deposits___................... 17.4 4.8 7.8 +263 +123

Total deposits......................  329.0 294.5 266.8 + 12 + 23
Total reserves. ........................ 435.4 401.6 328.5 + 8 + 33
Industrial advance commitments........  ....  .1

CONDITION OF 22 MEMBER BANKS IN SELECTED CITIES
(In Millions ol Dollars) Per Cent Change

Feb. 12,1941 from
Feb. 12 Jan. 15 Feb. 14 Jan. 15 Feb. 14
1941 1941 1940 1941 1940

Loans and Investments—Total... $700.3 $691.0 $628.6 + 1 + 11
Loans—Total..........................  372.4 367.4 310.8 + 1 + 20

Commercial, industrial and
agricultural loans............... 196.5 196.4 169.5 + 0 + 16

Open market paper...............  4.4 4.0 4.1 + 10 + 7
Loans-to brokers and dealers

in securities......................  7.3 7.6 5.4 — 4 + 35
Other loans ter purchasing

and carrying securities.......  11.2 11.1 10.8 + 1  + 4
Real estate loans..................  34.7 33.4 31.1 + 4 + 12
Loans to banks..................... 1.3 1.4 .7 — 7 +86
Other loans.........................  117.1 113.6 89.2 + 3 + 31

Investments—Total..... ............  327.9 323.6 317.9 + 1 + 3
U. S. direct obligations.......... 155.9 146.1 143.9 + 7 + 8
Obligations guaranteed by

U S.................................  58.8 61.4 72.1 — 4 — 18
Other securities...................  113.2 116.0 101.9 — 2 +11

Reserve with F. R. bank...........  159.6 153.1 134.5 + 4 + 19
Cash in vault..........................  16.1 14.8 14.1 + 9  +14
Balances with domestic banks... 227.9 218.6 217.6 + 4 + 5
Demand deposits-adjusted........  468.7 458.6 414.1 + 2 + 13
Time deposits......................... 189.2 188.5 188.7 + 0 + 0
U. S. Government deposits........  28.9 29.1 44.2 — 1 — 35
Deposits of domestic banks....... 358.4 342.5 291.6 + 5 + 23
Borrowings....................................  .... ....

DEBITS TO INDIVIDUAL ACCOUNTS
(In Thousands ol Dollars) per Cent change

Jan. Dec. Jan. Jan. 1941 from
ALABAMA 1941 1940 1940 Dec. 1940 Jan. 1940

Birmingham............... $ 124,426 $ 130,538 $ 107,721 — 5 + 16
Dothan..................... 3,629 3,808 3,067 — 5 + 18
Mobile......................  56,135 54,458 44,687 + 3 + 26
Montgomery..............  28,080 27,667 24,732 + 1 + 14

FLOBIDA
Jacksonville...............  120,506 122,420 90,076 — 2 + 34
Miami......................  84,296 74,784 70,809 + 13 + 19
Pensacola.................. 11,136 12,797 9,127 — 13 + 22Tampa......................  40,990 41,468 34,367 — 1 + 19

GEOBOIA
Albany...................... 7,486 6,945 5,151 + 8 + 45
Atlanta....................  233,798 291,420 224,603 — 20 + 4
Augusta...................  22,422 24,787 24,237 — 10 — 7
Brunswick................  3,231 3,615 2,777 — 11 + 16
Columbus................. 25,323 26,248 16,243 — 4 + 56Elberton...................  1,314 1,562 1,007 — 16 + 30
Macon...................... 23,046 22,006 16,524 + 5 + 39
Newnan...................  2,483 2,856 1,894 — 13 + 31
Savannah.................  34,728 39,953 29,862 — 13 + 16
Valdosta...................  4,720 4,780 4,275 — 1 + 10

LOUISIANA
Mew Orleans... 256,057 259,702 244,447 - 1 + 5  

MISSISSIPPI
Hattiesburg....... ...... 12,558 14,330 5,010 — 12 +151
Jackson..................... 34,887 30,028 32,174 + 16 + 8
Meridian.... , .............  14,611 15,701 11,934 — 7 + 22
Vicksburg................. 8,402 9,148 8,295 — 8 + 1

TENNESSEE
Chattanooga..... ........ 58,976 62,243 49,177 — 5 + 20
KnQxViUe..................  43,472 41,907 39,634 + 4 + 10
Nashville.................  99,808 109,410 83,924 — 9 + 19

SIXTH DISTRICT
26 Cities...................  1,356,520 1,434,581 1,185,754 - 5 + 14

UNITED STATES
274 Cities.............. 41,133,000 46,673,000 37,786,000 — 12 + 9

RETAIL TRADE — JANUARY 1941 
(Cities lor which no indexes are compiled)

Sales for January compared with:
Dec. 1940 Jan. 1940 Dec. 1940 Jan. 1940

Baton Rouge.. .. — 57 + 34 Knoxville........  — 57 + 21
Chattanooga—  — 54 +17 Macon............  — 61 +16
Jackson...........  — 59 +10 Montgomery___ — 62 + 6
Jacksonville...... — 59 + 24 Tampa............. — 49 +25

o r  r e la t iv e  to  o th e r D is t r ic t s . M o re o v e r , u n lik e  th e  n a t io n ’ s  

e x c e s s  re s e r v e s , th o se  o f  th e  D is t r ic t  c a n  in c re a s e  o r  d e c re a se  

im p o r ta n t ly  w ith o u t th e re  b e in g  a n y  c h a n g e  in  d ie  b a n k in g  

re s o u rc e s  o f  th e  D is t r ic t . T h is  la t t e r  fo llo w s  fro m  d ie  fa c t  th a t  

t r a n s fe r s  o f  in te r- b a n k  d e p o s its  b e tw e e n  D is t r ic t s  c a n  b e , a n d  

fre q u e n t ly  a re , re s p o n s ib le  f o r  m a jo r  c h a n g e s  ia  th e  re s e rv e  

p o s it io n  o f  a n y  D is t r ic t , a lth o u g h  th e  fu n d s  in v o lv e d  h a v e  

m e re ly  b e e n  s h if te d  fro m  o n e  c e n te r  to  a n o th e r  w ith o u t a n y  

c h a n g e  in  t h e ir  a v a ila b ilit y  to  th e  b a n k s  o f  th e  D is t r ic t  d e p o s

it in g  th e m . F o r  th e se  re a s o n s  i t  is  n e c e s s a ry  to  in q u ir e  in to  th e  

c a u s e  o f  c h a n g e s  in  e x c e s s  re s e rv e s  b e fo re  th e iit  s ig n if ic a n c e  

c a n  b e  a p p ra is e d .

► T h e  fa c to r s  u lt im a t e ly  re s p o n s ib le  f o r  in c re a s e s  o r  d e c re a se s  

in  th e  e x c e s s  re s e rv e s  o f  th e  D is t r ic t  m a y  b e  c o n v e n ie n t ly  c la s 

s if ie d  u n d e r tw o  h e a d in g s :

( 1 )  d e v e lo p m e n ts  in  th e  D is t r ic t  th a t , w h e n  r e la t iv e ly  

g re a te r  o r  le s s e r  th a n  s im ila r  d e v e lo p m e n ts  in  th e  n a 

t io n , c a u s e  re s e rv e  fu n d s  to  m o v e  in to  o r  o u t o f  th e  

D is t r ic t ; a n d

( 2 )  d e v e lo p m e n ts  t h a t , in d e p e n d e n t ly  o f  s im ila r  d e 

v e lo p m e n ts  in  th e  n a t io n , c a u s e  re s e rv e  fu n d s  o r  th e  

p ro p o r t io n  o f  e x is t in g  fu n d s  in  th e  e x c e s s  c a te g o ry  to  

in c re a s e  o r  d e c re a s e .

( 1 )  R e s e rv e  fu n d s  m o v e  fro m  D is t r ic t  to  D is t r ic t  th ro u g h  

d ie  t r a n s fe r  o f  d e p o s its  f ro m  b a n k s  in  o n e  D is t r ic t  to  th o se  in  

a n o th e r , in  e x a c t ly  th e  sa m e  m a n n e r a s  s u c h  fu n d s  m o v e  fro m  

b a n k  to  b a n k , i .  e ., D is t r ic t s  re c e iv in g  d e p o s its  a c q u ire  r e 

s e rv e s , a n d  th o s e  lo s in g  d e p o s its  lo s e  re s e r v e s . T h e s e  d e p o s it 

t r a n s fe r s  re f le c t  m o re  fu n d a m e n ta l d e v e lo p m e n ts . F i r s t , th e y  

re f le c t  th e  b a la n c e  o f  t ra d e  b e tw e e n  D is t r ic t s , 1 .  e ., th e  a m o u n t 

b y  w h ic h  th e  p u rc h a s e s  o f  o u t- o f- D is t r ic t  g o o d s a n d  s e r v ic e s  

b y  a n y  D is t r ic t  e x c e e d  o r  f a l l  s h o rt  o f  th e  s a le s  o f  g o o d s a n d  

s e rv ic e s  o u t o f  th e  D is t r ic t . S e c o n d , th e y  re f le c t  % e  b a la n c e  o f  

c a p it a l m o v e m e n ts , o r  th e  n e t t r a n s fe r s  b e tw e e n  D is t r ic t s  o f  

fu n d s , in c lu d in g  b a n k  d e p o s its , in  e x c h a n g e  f o r  e v id e n c e s  o f  

in d e b te d n e s s . C a p it a l m o v e m e n ts  a r e  o c c a s io n e d  b y  in d iv id 

u a ls  a n d  b u s in e s s e s  th a t  m o v e  fu n d s  f ro m  D is t r ic t  to  D is t r ic t  

f o r  in v e s tm e n t o r  f o r  d e p o s it in  b a n k s ; b y  th e  g o v e rn m e n t, 

w h ic h  s im ila r ly  m o v e s  fu n d s  a n d  s e l ls , p a y s  in te re s t  u p o n , 

a n d  r e t ir e s  s e c u r it ie s  in  e v e ry  p a r t  o f  th e  c o u n t r y ; a n d  b y  th e  

b a n k s  th e m s e lv e s , w h ic h  m a k e  in t e r - D is t r ic t  in v e s tm e n ts , a n d  

w h ic h  m a k e  d e p o s its  w ith  a n d  re c e iv e  d e p o s its  f ro m  o u t-o f-  

D is t r ic t  b a n k s . T h ir d , th e  d e p o s it t r a n s fe r s  re f le c t  th e  n o n 

c a p it a l t r a n s a c t io n s  o f  th e  g o v e rn m e n t, i .  e ., th e  b a la n c e  in  

e a c h  D is t r ic t  o f  th e  g o v e rn m e n t’ s  e x p e n d itu re s  o th e r  th a n  fo r  

th e  s e r v ic in g  a n d  re t ire m e n t o f  d e b t an 'd  o f  th e  g o v e rn m e n t’ s  

re c e ip ts  o th e r  th a n  fro m  b o n d  s a le s . T h ro u g h o u t th e  p e r io d  

u n d e r re v ie w  th e  g o v e rn m e n t h a s  c o n tr ib u te d  to  th e  re s e rv e  

fu n d s  o f  th e  D is t r ic t  b y  s p e n d in g  w it h in  th e  D is t r ic t  m o re  

th a n  is  c o lle c te d  lo c a lly  f ro m  ta x e s  a n d  s a le s  o f  g o v e rn m e n t 

s e rv ic e s .

( 2 )  T h e  v o lu m e  o f  re s e rv e  fu n d s  in  a  D is t r ic t , a n d  th e  p ro 

p o rt io n  o f  e x c e s s  re s e r v e s , m a y  b e  c h a n g e d  w ith o u t  a  f lo w  o f  

fu n d s  b e tw e e n  D is t r ic t s . T h e s e  c h a n g e s  m a y  o c c u r  in  re s p o n s e  

to  ( a )  c h a n g e s  in  th e  d e m a n d  f o r  c u r r e n c y , s in c e  b a n k s  m u s t 

o b ta in  c u r re n c y  f o r  t h e ir  c u s to m e rs  b y  s u r re n d e r in g  re s e rv e  

d e p o s its  a t  th e  F e d e ra l R e s e rv e  B a n k ; a n d  to  ( b )  th e  d e p o s it  

w ith  th e  b a n k s  o f  p ro c e e d s  f ro m  th e  s a le  o f  g o ld  to  th e  T r e a s 

u r y . M o re o v e r , th e  v o lu m e  o f  re s e rv e  fu n d s  in  th e  e x c e s s
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c a te g o ry  m a y  b e  c h a n g e d  w ith o u t a n  in t e r - D is t r ic t  f lo w  o f  

fu n d s  b y  s h if t s  in  d e p o s its  w ith in  th e  D is t r ic t  b e tw e e n  m e m 

b e r a n d  n o n m e m b e r b a n k s  a n d  b e tw e e n  m e m b e r b a n k s  o f  d if 

fe re n t  re s e rv e  c la s s if ic a t io n s .

► In  d ie  c h a r t  o n  p a g e  5  so m e  c o m p a r is o n s  a re  m a d e  b e tw e e n  

th e  e x c e s s  re s e rv e  s itu a t io n  in  th e  D is t r ic t  a n d  in  th e  n a t io n . 

T h e  r a t io  o f  e x c e s s  to  re q u ire d  re s e rv e s  o f  a l l  m e m b e r b a n k s  

o f  th e  D is t r ic t  c o lle c t iv e ly , i s  c o m p a re d  w ith  th a t  f o r  th e  n a 

t io n  a n d  th e  r a t io  o f  th e  c o u n try  a n d  re s e rv e  c it y  b a n k s  o f  th e  

D is t r ic t  is  s e p a ra te ly  c o m p a re d . T h e  e x te n t to  w h ic h  th e  c u rv e s  

a re  a b o v e  d ie  z e ro  lin e  in d ic a te s  th e  e x te n t to  w h ic h  th a t  g ro u p  

o f b a n k s  is  h o ld in g  m o re  re s e rv e s  th a n  re q u ire d  b y  la w  a n d  

re g u la t io n , a n d , f o r  e x a m p le , b a n k s  w ith  a  r a t io  o f  1 0 0  a re  

h o ld in g  e x a c t ly  tw ic e  a s  g re a t a  v o lu m e  o f  re s e rv e s  a s  re 

q u ire d . E x p re s s in g  th e  d a ta  in  t h is  fo rm  m a k e s  th e  r e la t iv e  

m a g n itu d e s  o f  th e  e x c e s s  re s e rv e s  in  th e  v a r io u s  g ro u p s  

d ir e c t ly  c o m p a ra b le .

T h e  c h a r t  su g g e s ts  s e v e r a l g e n e ra liz a t io n s :

( 1 )  W h ile  th e  S ix t h  D is t r ic t  h a s  a c c u m u la te d  e x c e s s  r e 

s e rv e s , d ie  r a t io  o f  e x c e s s  to  re q u ire d  re s e rv e s  in  th e  D is t r ic t  

h a s  b e e n  le s s  th a n  f o r  th e  n a t io n  a s  a  w h o le  s in c e  1 9 3 4 , a n d  

re m a rk a b ly  le s s  s in c e  1 9 3 8 . In d e e d , th ro u g h o u t th e  p e r io d  th e  

r a t io  o f  e x c e s s  to  re q u ire d  re s e rv e s  in  t h is  D is t r ic t , w h ile  la rg e  
in  a b s o lu te  te rm s , h a s  t y p ic a lly  b e e n  c o n s id e ra b ly  s m a lle r  

th a n  th a t  o f  a n y  o th e r  D is t r ic t .

( 2 )  W it h in  th e  D is t r ic t  i t  i s  th e  c o u n try  b a n k s  th a t  h a v e  th e  
la rg e s t  r a t io s  o f  e x c e s s  to  re q u ire d  re s e rv e s , a n d  u n t il 1 9 3 8  

c o u n try  b a n k  ra t io s  w e re  c o n s id e ra b ly  h ig h e r  th a n  th e  n a 

t io n a l a v e ra g e . T h is  r e la t io n s h ip  b e tw e e n  th e  e x c e s s  re s e rv e  

p o s it io n s  p f  c o u n try  a n d  c it y  b a n k s  h a s  b e e n  g e n e ra lly  t y p ic a l 

o f  a l l  th e  D is t r ic t s .

( 3 )  T h e  la te s t  d a ta  a v a ila b le  in d ic a te  th a t  th e  D is t r ic t  is  

c u r r e n t ly  e x p e r ie n c in g  a  s h a rp  f a l l  in  th e  e x c e s s  re s e rv e  r a t io  

o f  b o th  it s  c o u n try  a n d  re s e rv e  c it y  b a n k s .

► In  th e  c h a r t  o n  p a g e  1 0  a n  in fo r m a l in te rp re ta t io n  o f  so m e  

o f  th e  fa c to r s  c re a t in g  th e  D is t r ic t ’s  re s e rv e  s itu a t io n  is  a t

te m p te d . H ie  re a d e r  w i l l  n o te  th a t  th e  fa c to r s  d is c u s s e d  d o  n o t 

c o v e r a l l  th e  p o in ts  o f  th e  o u t lin e , p a r t ic u la r ly , th e  e x p e n d i

tu re s  m id  t a x  re c e ip ts  o f  th e  g o v e rn m e n t a n d  c h a n g e s  in  th e  

d e m a n d  f o r  c u r r e n c y . I t  i s  p la n n e d  to  p re s e n t a n  a n a ly s is  o f  

th e se  fa c to r s  in  a  la t e r  is s u e  o f  th e  R e v i e w .

C h a n g e s  in  th e  r e la t iv e  e x c e s s  re s e rv e s  o f  th e  S ix t h  D is t r ic t  

a n d  o f  th e  n a t io n  a re  sh o w n  o n  th e  c h a r t  b y  c u rv e  1 . A  r is e  in  

t h is  c u rv e  in d ic a te s  th a t  th e  re s e rv e  p o s it io n  o f  th e  n a t io n  is  
im p ro v in g  r e la t iv e  to  th a t  o f  th e  D is t r ic t .1 C u rv e  2  sh o w s  th e  

r e la t iv e  e x p a n s io n  o f  lo a n s  a n d  in v e s tm e n ts  o f  m e m b e r b a n k s  
o f  t h is  D is t r ic t  a n d  o f  th e  n a t io n . A  r is e  in  t h is  c u rv e  in d ic a te s  

th a t th e  b a n k s  o f  d ie  D is t r ic t  a re  e x p a n d in g  t h e ir  p o r t fo lio s  

m o re  r a p id ly  th a n  th e  b a n k s  o f  th e  n a t io n .2 T h e  c u rv e s  a re  
Continued on Page 9

’Th ese  d ata  a re  a ra tio  o f tw o ra tio s , as fo llo w s :

E xce ss  reserves o f a ll m em ber banks

________________  R e q u ire d  reserves o f a ll m em ber banks__________

E xc e ss  reserves o f S ix th  D is tr ic t m em ber banks 

R e q u ire d  reserves o f S ix th  D is tr ic t m em ber banks

These data are:
Lo a n s and  in vestm en ts o f S ix th  D is tric t m em ber banks 

Lo a n s an d  investm ents o f a ll m em ber banks

SIXTH DISTRICT BUSINESS INDICATORS 
Indexes

(1923-1925 average = 100. except as noted)
Adjusted Unadjusted

Jan. Dec. Jan. Jan. Dec. Jan.1941 1940 1940 1941 1940 1940 
BETAS* SALES* (1935-1939 At. = 100)

DISTRICT (47 Finns)..................122 129 108 93 223 83
Atlanta....  ....... ............................................ 95 230 80
Birmingham.............................. ..................... 90 223 77
Nashville....................................................... 88 213 69
New Orleans.................................................. 88 206 89

d p t it t  a t o t t c
DISTRICT (21 Firms).......... ...... 81 80 75 74 72 69
Atlanta..... .........  ........ . 155 158 140 142 138 129
Birmingham............. . 75 74 78 67 68 70
Nashville.................................  59 56 58 51 50 51
New Orleans............................. 67 65 60 61 58 54

WHOLESALE SALES
TOTAL..... ...... .............. ...............................68 69 66
Groceries.....................................................60 50 52
Dry Goods............... ....................................... 49 Kl 51
Hardware................................. .....................127 123 99
Drugs..................................... ..................... 142 119 144

CONTRACTS AWARDED
DISTRICT.......................... ...........................80 179r 83
Residential.............................. ...................... 63 168r 74
Others..................................... ..................... 91 187r 89
Alabama.................................. .....................141 76 81
Florida......................................................... .48 101 67
Georgia........................................................85 199 86
Louisiana................  ................................... 51 262 69
Mississippi.............................. ......................184 941 248
Tennessee.....................................................Ill 68 108

BUILDING PERMITS
20 CITIES................................ ..................... 50 47 51
Atlanta..... ....................................................22 47 42
Birmingham.................................................. 39' 21 18
Jacksonville.............................. .....................86 60 64
Nashville....................... ......... ......................12 31 47
New Orleans.................... .............................44 51 31

PIG IRON PRODUCTION*Alabama.............................. .........................135 137 124
COAL PRODUCTION (1935-1939 Av. = 100)

TWO STATES........................... 131 132 134 148 143 147
Alabama......................... ............................ 152 148 147
Tennessee................ ......... .......................... 139 130 149

COTTON CONSUMPTION*
THREE STATES............................................232 217 201
Alabama...................................................... 280 266 235
Georgia.................................. ..................... 214 200 191
Tennessee............................... .....................205 184 165

EMPLOYMENT (1932 Av. = 100)
SDC STATES.................................................. 142 144 134
Alabama.................................. .................... 155 157 139
Florida........................................................ 120 117 114
Georgia.................................. .....................157 159 149
Louisiana................................. .................... 129 131 120
Mississippi.............................. ..................... 114 117 104
Tennessee.....................................................134 138 130

PAYROLLS (1932 Av. = 100)
SEX STATES..................................................207 212 185
Alabama.................................. .................... 292 297 238
Florida.........................  ............................ 119 119 102
Georgia....................................................... 229 235 211Louisiana................................. .....................159 163 145
Mississippi............................... .................... 149 153 134
Tennessee.............................. 1..................... 204 191 173

Dec. Nov. Dec.
ELECTRIC POWER PRODUCTION* 1940 1940 1939

SDC STATES............................. .....................441 445 382
Alabama.................................. .................... 507 K)0 470
Florida......................................................... 600 568 588
Georgia........................... ............................5B5 240 190
Louisiana................................. .................... 663 665 647
Mississippi.............................. ...................... 89 102 111Tennessee.....................................................396 475 301

Statistics 
(000 Omitted)

Jan. Dec. Jan.
COMMERCIAL FAILURES I041 1940 1940

Number( Actual—not 1000's) 40 33 67
Liabilities......................$ 303 $ 363 $ 484

Dec. Nov. Dec. Year to Date
FARM INCOME** 1940 1940 1939 1940 1939

SIX STATES...................  83,955 109,193 80,620 797,822 817,457
Alabama......................  10,866 18,890 9,057 115,463 112,170
Florida..........................  14,129 12,397 9,272 113,486 122,085
Georgia......................... 11,951 18,806 13,352 168,048 151,579
Louisiana.......................  10,092 17,831 15,798 112,114 133,868
Mississippi..................... 17,960 23,148 19,209 147,221 166,961
Tennessee......................  18,957 18,121 13,932 141,490 130,794

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

‘ ‘ In c lu d e s Gfovernment benefit paym ents,
r =  Revised.
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WHOLESALE PRICES OF BASIC COMMODITIES
PEfl OEKT PER CENT

f J FOOB8TUFFS

r-s i
i

y j
4 DUSTRIAL 
MATERIALS

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

January 1934 to January 1941.

MONEY RATES IN NEW YORK CITY

Index of total loadings of revenue freight, adjusted ior 
seasonal variation, 1923-1925 average = 100. Miscellane
ous, coal, and all other expressed in terms of points in 
total index. By months. January 1934 to January 1941.

FREIGHT CAR LOADINGS
POINTS M TOTAL INDEX POINTS IN TOTAL INDEX
100 I

1934 1985 1936 1937 1938 ISSB

Federal Reserve groupings of Bureau of Labor Statistics* 
data. Thursday figures, January 4, 1934, to February 13, 

1941.

INDUSTRIAL PRODUCTION

F o r  w e e k s e n d in g  January 6, 1934, to F e b ru a ry  13, 1941.

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

In d u s tria l a c tiv ity  co n tinued  a t a  h ig h  le v e l in  Ja n u a ry  and d istrib u tio n  o f com m od
it ie s  w as m ain ta in ed  in  la rg e  vo lum e.

P r o d u c t i o n

In  Ja n u a ry  vo lum e o f in d u s tr ia l p roduction  d eclin ed  le ss  th an  se aso n a lly  and  the 
Bo ard ’s ad ju sted  in d e x rose one po in t fu rth e r to 139 p er cen t o f the  1935-39 average . T h e re  
w ere fu rth e r co n sid erab le  in creases in  a c tiv ity  in  in d u strie s  m akin g  m a ch in e ry , a irc ra ft , 
sh ip s , and s im ila r p ro ducts im p o rtan t in  the defense p ro g ram , and  output o f in d u stria l 
m a te ria ls , su ch  as ste e l and n o nferro us m e ta ls , co n tinued  a t n ear ca p a c ity  ra te s . Lu m b er 
p roduction  a lso  w as in  u n u su a lly  la rg e  vo lum e ow ing  to  dem and a ris in g  fro m  co n stru ctio n  
und er the defense program  as w e ll a s fro m  p riva te  b u ild in g .

A uto m o b ile  p ro d u ctio n , w h ich  o rd in a rily  d e clin e s co n sid e rab ly  a t th is  tim e o f y e a r, 
w as m ain ta ined  a t a h ig h  ra te  in  Ja n u a ry  and  the firs t h a lf o f F e b ru a ry . T h is  re flected  in  
p a rt an  u n u su a lly  la rg e  vo lum e o f re ta il sa le s and  in  p a rt the in d u stry ’s e ffo rts to b u ild  up 
d ea le rs’ sto cks o f ca rs  as m uch as p o ssib le  w ith  a  v iew  to h avin g  an  adequate su p p ly  on 
hand  in  case  p rio ritie s  o r w o rk  on defense o rd ers should  n ecessita te  cu rta ilm e n t o f au to 
m ob ile p ro d u ctio n . C u rre n tly  d ea le rs’ sto cks o f new  ca rs  a re  p ro b ab ly  n e a r reco rd  le v e ls .

In  the cotton te x tile  in d u stry , a c tiv ity  in  Ja n u a ry  show ed som e fu rth e r in cre ase  fro m  
the reco rd  le v e l reached  in  D ecem ber bu t the  rise  w as le ss  th an  u su a lly  o ccu rs a t th is  
seaso n. A t  w ool te x tile  m ills  th e re  w as som e d e clin e  fro m  th e h ig h  le v e l o f N ovem ber and 
D ecem ber, w h ile  output a t rayo n  m ills  w as m ain ta in ed  in  la rg e  vo lum e. D efense program  
o rd ers fo r te x tile s , p a rtic u la rly  w ool and  cotton p ro d u cts, have  been su b sta n tia l fo r som e 
tim e , and  these com bined w ith  co n sid e rab le  c iv ilia n  dem and have re su lte d  in  the  accum 
u la tio n  o f la rg e  o rd e r backlo g s a t m ost m ills . A c t iv ity  a t m eatp acking  estab lishm en ts w as 
reduced  in  Ja n u a ry  ow ing  c h ie fly  to a sh a rp  d e clin e  in  hog sla u g h te r, w h ich  had  been 
e xce p tio n a lly  la rg e  in  the la tte r p a rt o f 1940. Shoe p ro ductio n  advanced  b y le ss  th an  the 
u su a l seaso nal am ount fo llo w in g  a  h ig h  ra te  o f ou tpu t in  N ovem ber and  D ecem ber.

A t m ines output o f m ost m eta ls co n tin ued  a t reco rd  le v e ls  in  Ja n u a ry . P ro d u ctio n  o f 
fu e ls  w as su sta in ed  in  la rg e  vo lum e bu t w as no t a t su ch  h ig h  le v e ls  as ou tpu t o f o ther 
m in e ra ls ow ing  in  p a rt to the e x isten ce  o f co n sid e rab le  sto ck s, p a rtic u la rly  o f petro leum  
p ro d u cts.

V a lu e  o f co n stru ctio n  co n tra cts , as rep o rted  b y the  F . W . D odge C o rp o ratio n , d eclined  
in  Ja n u a ry . T h e  decrease re flected  c h ie fly  a  sh a rp  red u ctio n  in  aw ard s fo r p u b lic  con
stru c tio n  fro m  the e xce p tio n a lly  la rg e  D ecem ber to ta l, w h ich  had  in c lu d e d  a  num ber o f 
defense p ro je cts not p re v io u sly  rep o rted  by the  D odge C o rp o ratio n  fo r la c k  o f d e ta ile d  
in fo rm a tio n . C o n tracts aw arded  fo r p riva te  n o n res id e n tia l b u ild in g  d eclin ed  som ew hat in  
Ja n u a ry  bu t as in  D ecem ber w ere tw ice  as la rg e  a s the  am ount aw arded  in  the  co rres
ponding perio d  a ye a r ago. A w ard s fo r p riva te  re s id e n tia l b u ild in g  in creased  and  on a  
seaso n a lly  ad ju sted  b a sis w ere  a t the h ig hest le v e l sin ce  the  m id d le  o f 1929.

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

D istrib u tio n  o f com m odities to consum ers in  Ja n u a ry  w as m ain ta ined  a t the h ig h  le ve l 
reached  in  the la tte r p a rt o f 1940. S a le s  a t departm ent and  v a rie ty  sto res d eclin ed  sea
so n a lly  fo llo w in g  an  u n u su a lly  la rg e  am ount o f C h ristm a s tra d e , w h ile  sa le s o f autom o
b ile s  co n tinued  n e a r the ra te  p re va ilin g  in  D ecem b er. In  the e a rly  p a rt o f Fe b ru a ry  de
partm ent sto re  sa le s w ere  su sta ined  in  la rg e  vo lum e.

T o ta l fre ig h t-ca r lo a d in g s, w h ich  u su a lly  d e c lin e  fro m  D ecem ber to  Ja n u a ry , showed 
lit t le  change th is  ye a r and  the B o ard ’s  se aso n a lly  ad ju ste d  in d e x  rose tw o p o in ts fu rth e r 
to 86 p e r cen t o f the  1923-25 average .

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 in d u s tria l m a te ria ls  and  fo o d stu ffs g e n e ra lly  show ed lit t le  change fro m  the 
m id d le  o f Ja n u a ry  to the m id d le  o f F e h ru a ry . Som e im p orted  com m od ities, p rin c ip a lly  
co ffee , cocoa, ru b b e r, and  t in , rose s lig h tly  and  th e re  w ere  in cre ase s a lso  in  p rice s o f la rd  
and w ool to p s, w h ile  d eclin es w ere  rep o rted  fo r liv e sto ck  and  m eats, h id e s, g ra in s , lu m b e r, 
and  scra p  m e ta ls. P ric e s  o f som e fin ish e d  co m m o d ities, p a rtic u la rly  te x tile  p ro d u cts, 
show ed advances in  th is  p e rio d .

B a n k  C r e d i t

T o ta l lo ans and investm ents a t rep o rtin g  m em ber banks in  101 le a d in g  c itie s  in creased  
su b sta n tia lly  d u rin g  Ja n u a ry  and the firs t  h a lf of F e b ru a ry , re fle ctin g  la rg e ly  pu rchases 
o f new  D efense N otes issued  b y the G o vernm ent. C o m m ercia l lo an s a t these b an ks in 
creased  fu rth e r w h ile  lo an s to N ew  Y o rk  se c u rity  b ro ke rs and  d ea le rs d e clin e d .

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 tes G overnm ent se cu ritie s  co n tinued  to d e clin e  in  the  la tte r h a lf 
o f Ja n u a ry  and  the firs t h a lf o f F e b ru a ry , m ore th an  can ce lin g  the g a in s fro m  d ie  end o f 
O cto b er to  the peak on D ecem ber 10. T h e  1960-65 bonds on Fe b ru a ry  14 w ere  se llin g  on 
a y ie ld  b a sis o f 2 .28  p er ce n t, com pared w ith  a  lo w  o f 2 .03  p e r cen t on D ecem ber 10.
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d is t r i c t  S u m m a ry  o f  B u s in e s s  C o n d itio n s

C ontinued  fro m  P age  5 
la r ly  to  th is  B a n k  w a s  th e  la rg e s t  in  h is t o r y . T h e  d e c lin e  in  
th e  in d e x  f o r  J a n u a r y  m a y  n o t , th e re fo re , b e  p a r t ic u la r ly  s ig 

n if ic a n t . J a n u a r y  s a le s  w e re  1 2  p e r  c e n t g re a te r  th a n  in  J a n 

u a r y  1 9 4 0 , a n d  t i e  a d ju s te d  in d e x  fo r  J a n u a r y  w a s  h ig h e r  th a n  

i t  h a s  e v e r b e fo re  b e e n  in  J a n u a r y  w ith  th e  s in g le  e x c e p tio n  

o f  1 9 2 0 . F o r  th e  c o u n try  a s  a  w h o le , th e  B o a rd  o f  G o v e rn o rs ’ 

a d ju s te d  in d e x  f o r  J a n u a r y  re m a in e d  a t  th e  D e c e m b e r le v e l 

a n d  w a s  1 0  p e r  c e n t a b o v e  th a t fo r  J a n u a r y  la s t  y e a r . W h o le 

s a le  d is t r ib u t io n  in  t h is  D is t r ic t  d e c lin e d  in  J a n u a r y  b y  2  p e r 

c e n t a n d  w a s  2 0  p e r  c e n t g re a te r  th a n  i t  w a s  a  y e a r  e a r lie r . 

B u s in e s s  f a ilu r e s  d e c lin e d  in  b o th  n u m b e r a n d  l ia b il it ie s , 
c o m p a re d  w ith  D e c e m b e r a n d  w ith  J a n u a r y  la s t  y e a r .

In  A u g u s t , O c to b e r, a n d  D e c e m b e r la s t  y e a r  c o n s tru c t io n  

c o n tra c ts  w e re  a w a rd e d  in  t h is  D is t r ic t  in  u n u s u a lly  la rg e  v o l

u m e . T h e  to ta ls  in c lu d e d , o f  c o u rs e , la rg e  a m o u n ts  o f  c o n 

t ra c ts  d ir e c t ly  c o n n e c te d  w ith  th e  n a t io n a l d e fe n s e  p ro g ra m . 

T h e  D is t r ic t  to ta l o f  c o n s tru c t io n  c o n tra c ts  a w a rd e d  in  th e  

y e a r  1 9 4 0  w a s  a b o u t $ 4 8 8  m il lio n , a  to ta l th a t  h a d  p r e v io u s ly  

b e e n  e x c e e d e d  o n ly  b y  th e  f ig u re s  f o r  th e  y e a rs  1 9 2 5  a n d  1 9 2 6 . 

In  J a n u a r y  c o n tra c t  a w a rd s  d e c lin e d  fro m  th e  la rg e  D e c e m b e r 

to ta l a n d  w e re  a ls o  s lig h t ly  le s s  th a n  in  J a n u a r y  la s t  y e a r  b e 

c a u s e  o f  a  d e c re a s e  in  re s id e n t ia l a w a rd s . B u ild in g  p e rm its  

is s u e d  a t  tw e n ty  re p o r t in g  c it ie s  in  th e  D is t r ic t  in c re a s e d  7  

p e r  c e n t in  J a n u a r y  b u t w e re  1 p e r  c e n t le s s  th a n  in  J a n u a ry  

a  y e a r  a g o .

T e x t ile  a c t iv it y  in  th e  D is t r ic t , re fle c te d  in  th e  c o n s u m p tio n  

o f  c o tto n  b y  m il ls  in  G e o r g ia , A la b a m a , a n d  T e n n e s s e e , a d 
v a n c e d  6  p e r  c e n t in  J a n u a r y  to  a  n e w  h ig h  le v e l th a t  w a s  1 5  

p e r  c e n t a b o v e  th a t  o f  J a n u a r y  1 9 4 0 . In  th e  c o u n try  a s  a  

w h o le , a c c o rd in g  to  th e  B o a rd ’s  in d e x , th e  ra te  o f  c o tto n  c o n 

s u m p tio n  g a in e d  1 p e r  c e n t in  J a n u a r y  a n d  w a s  1 5  p e r  c e n t 

h ig h e r  th a n  a  y e a r  a g o .

T h e  ra te  o f  p ig  ir o n  p ro d u c t io n  in  th e  A la b a m a  a r e a  

re a c h e d  s u c c e s s iv e  p e a k s  in  N o v e m b e r a n d  D e c e m b e r, a n d  d e 

c lin e d  1 p e r  c e n t in  J a n u a r y , w h e n  i t  w a s  9  p e r  c e n t h ig h e r  

th a n  in  J a n u a r y  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 re a  h a s  b e e n  a t  9 4  p e r  c e n t o f  c a p a c it y , a c c o rd in g  to  

th e  I r o n  A g e ,  s in c e  th e  b e g in n in g  o f  th e  y e a r . A t  t h is  t im e  la s t  
y e a r  i t  w a s  re p o rte d  a t 9 4  p e r  c e n t th ro u g h  F e b r u a r y  3 , w h e n  

i t  d ro p p e d  to  8 8  p e r  c e n t . F o r  th e  c o u n try  a s  a  w h o le , s te e l 

m il l a c t iv it y  h a s  re c e n t ly  b e e n  a t 9 6  p e r  c e n t , s lig h t ly  lo w e r 
th a n  in  J a n u a r y , a n d  c o m p a re d  w ith  a b o u t 8 4 .5  p e r  c e n t in  

J a n u a r y  la s t  y e a r .
C o a l p ro d u c tio n  in  A la b a m a  a n d  T e n n e s s e e  d u r in g  J a n u a r y  

w a s  a t  a  d a ily  r a te  4  p e r  c e n t h ig h e r  th a n  in  D e c e m b e r, s lig h t ly  
h ig h e r  th a n  in  J a n u a r y  la s t  y e a r , a n d  th e  h ig h e s t f o r  a n y  

m o n th  in  a b o u t e le v e n  y e a r s .

E le c t r ic  p o w e r p ro d u c t io n  in  th e  s ix  s ta te s  o f  t h is  D is t r ic t  

d e c lin e d  1 p e r  c e n t in  D e c e m b e r, th e  la te s t  m o n th  fo r  w h ic h  

f ig u re s  a re  a v a ila b le , f ro m  th e  re c o rd  le v e l re p o rte d  fo r  N o 

v e m b e r, b u t w a s  1 5  p e r  c e n t g re a te r  th a n  in  D e c e m b e r a  y e a r  

e a r l ie r , w h ic h  c o m p a re s  w ith  a  g a in  o f  1 1  p e r  c e n t fo r  th e  

U n ite d  S ta te s  a s  a  w h o le .
C a s h  fa r m  in c o m e  in  th e  s ix  s ta te s  o f  t h is  D is t r ic t  a m o u n te d  

in  1 9 4 0  to  a b o u t $ 7 9 8  m il lio n . T h is  re p re s e n ts  a  d e c lin e  o f  2  

p e r  c e n t f ro m  1 9 3 9  a n d  is  a ls o  so m e w h a t s m a lle r  th a n  fo r  
o th e r y e a rs  s in c e  1 9 3 5 . D e c e m b e r re c e ip ts  w e re  4  p e r  c e n t 

la r g e r  th a n  in  th a t  m o n th  a  y e a r  e a r l ie r , a lth o u g h  s e a s o n a lly  

s m a lle r  th a n  f o r  th e  m o n th  b e fo re .

E x c e s s  R e s e r v e s  in  t h e  S ix t h  d is t r i c t

C ontinued  fro m  P age  7 
d e fin e d  in  th is  m a n n e r to  f a c il it a t e  v is u a l c o m p a r is o n .

C le a r ly , a  r e la t iv e  e x p a n s io n  o f  th e  p o r t fo lio s  o f  h a n k s  in  

th is  D is t r ic t  m u s t b e  e x p e c te d  to  t r a n s fe r  re s e rv e s  to  o th e r 

D is t r ic t s  w h e n  th e  b o rro w e rs  o f  th e  lo a n s  o r  th e  s e lle r s  o f  th e  

s e c u r it ie s  u t il iz e  t h e ir  p ro c e e d s  f o r  p u rc h a s e s  th ro u g h o u t th e  

n a t io n . O n  th e  o th e r h a n d , a  r e la t iv e  c o n tra c t io n  o f  p o r t fo lio s  

o f  b a n k s  in  t h is  D is t r ic t  c a n  b e  e x p e c te d  to  a t t ra c t  re s e rv e s  

h e re . T h e s e  r e s u lt s  m a y  b e  e x p e c te d  b e c a u se  a n  in c re a s e  o f 

e x p e n d itu re s  b y  in d iv id u a ls  o r  c o rp o ra t io n s  in  a n y  re g io n  

w o u ld , i f  s u ff ic ie n t ly  la rg e  a n d  g e n e ra l, f o llo w  fo r  th e  m o st 

p a r t  th e  p a tte rn  o f  t h e ir  p re v io u s  e x p e n d itu re s — m a in ta in in g  

th e  p re s e n t d is t r ib u t io n  o f  b a n k  fu n d s  i f  a l l  re g io n s  k e e p  in  

s te p , o r  s h if t in g  b a n k  fu n d s  o u t o f  th o se  re g io n s  th a t  m a rc h  

m o re  r a p id ly  th a n  th e  c o lu m n . A  c o m p a ris o n  o f  c u rv e s  1 a n d

2  in d ic a te s  th a t  th e  r e la t iv e  e x p a n s io n  o f  lo a n s  a n d  in v e s t

m e n ts  h a s  a n  im p o rta n t  in f lu e n c e  u p o n  th e  b a la n c e  o f  tra d e  

a n d  c a p it a l m o v e m e n ts , a n d  th ro u g h  th e s e  fa c to r s , u p o n  th e  

e x c e s s  re s e rv e s  p o s it io n  o f  th e  D is t r ic t . T h e  g e n e ra l m o v e 

m e n ts  o f  c u rv e s  1 a n d  2  a re  in  a lm o s t a l l  c a s e s  s im ila r , a n d  in  

tw o  th ird s  o f  th e  m o n th s  th e  tw o  c u rv e s  m o v e  u p w a rd  o r  

d o w n w a rd  to g e th e r . P a r t ic u la r ly  i t  s h o u ld  b e  n o te d  th a t  th e  

d e c lin e  in  e x c e s s  re s e rv e s  in  re c e n t m o n th s  re f le c ts  th e  s h a rp  

r is e , b o th  a b s o lu te ly  a n d  r e la t iv e ly , o f  t h is  D is t r ic t ’ s  lo a n s  a n d  

in v e s tm e n ts . S e r io u s  d is c re p a n c ie s  b e tw e e n  th e  tw o  c u rv e s  o c 

c u r  o n ly  a t  th o se  m o n th s  c h e c k e d  a t  th e  b o tto m  o f  th e  c h a r t , 

a n d  in  m o st c a s e s  th e se  d is c re p a n c ie s  a re  r e a d ily  e x p la in a b le .

C u rv e  3  s e rv e s  to  e x p la in  so m e  p a r t  o f  th e  d is c re p a n c ie s , 

a n d  to  in te rp re t  fu r t h e r  th e  g e n e ra l m o v e m e n ts  th ro u g h o u t th e  

p e r io d . T h is  c u rv e  re p re s e n ts  th e  n e t in te r- b a n k  b a la n c e  o f  th e  

m e m b e r b a n k s  o f  th e  D is t r ic t , o n e  o f  th e  im p o rta n t  ite m s  in  

th e  b a la n c e  o f  c a p it a l m o v e m e n ts . O u r  m e m b e r b a n k s  c o lle c 

t iv e ly  h o ld  c o n s id e ra b le  d e p o s its  f o r  th e  n o n m e m b e r b a n k s  o f 

th e  D is t r ic t , a n d  so m e  b a la n c e s  o f  m e m b e r a n d  n o n m e m b e r 

b a n k s  o u ts id e  th e  D is t r ic t . A t  th e  sa m e  t im e , h o w e v e r , m o st o f  

th e  D is t r ic t ’ s  m e m b e r b a n k s  k e e p  b a la n c e s  in  N e w  Y o r k  a n d  

o th e r c e n te rs  b o th  w ith in  a n d  o u ts id e  th e  D is t r ic t . T h e  n e t 

p o s it io n  o f  D is t r ic t  m e m b e r b a n k s  c a n  b e  d e te rm in e d  b y  s u b 

t ra c t in g  th e  “ d u e  to  b a n k s ”  to ta l fro m  th e  “ d u e  f ro m  b a n k s ”  

to ta l o f  a l l  D is t r ic t  m e m b e r b a n k s  c o lle c t iv e ly . T h e s e  d a ta , 

h o w e v e r , a re  a v a ila b le  o n ly  a t  c a l l  re p o r t  d a te s , a n d  th e re  a re  

th e re fo re  o n ly  3  o r  4  re a d in g s  o n  th e  c u rv e  e a c h  y e a r . I t  

s h o u ld  b e  n o te d  th a t  th e se  d a ta  r e fe r  o n ly  to  D is t r ic t  m e m b e r 

b a n k s , a n d  th e  n e t b a la n c e  d o e s n o t , th e re fo re , re p re s e n t th e  

to ta l b a n k in g  in d e b te d n e ss  o f  o n e  r e g io n  to  o th e rs . T h e  D is 

t r ic t  a s  a  w h o le , in c lu d in g  n o n m e m b e r a s  w e ll a s  m e m b e r 

b a n k s , is  th e  c re d ito r  o f  o th e r D is t r ic t s , p a r t ic u la r ly  th o se  in  

w h ic h  th e  la rg e  m o n e y  c e n te rs  a re  lo c a te d , to  a  v e r y  c o n 

s id e ra b le  a m o u n t.

W h e n  th e  m e m b e r b a n k s  o f  th e  D is t r ic t  a re  b u ild in g  u p  th is  

n e t b a la n c e  t h e ir  e x c e s s  re s e rv e s  w i l l  b e  s m a lle r  th a n  w o u ld  

o th e rw is e  b e  t ru e , a n d , in  c o n se q u e n c e , th e  r a t io  o f  e x c e s s  re 

s e rv e s  in  th e  n a t io n  to  e x c e s s  re s e rv e s  in  th e  D is t r ic t  w i l l  r is e  

m o re  o r  f a l l  le s s  th a n  w o u ld  o th e rw is e  b e  th e  c a s e . T h is  f o l

lo w s  fro m  th e  fa c t  th a t  th e  n e t b a la n c e  o f  m e m b e r b a n k s  p f  

th e  D is t r ic t  c a n  b e  in c re a s e d  o n ly  b y  s e n d in g  re s e rv e  fu n d s  to  
o th e r b a n k s  o r  b y  d im in is h in g  t h e ir  in d e b te d n e s s  to  o th e r
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Factors Contributing to the Reserve Situation ol Sixth District Member Banka

1933 1934 1935 1936 1937 1938 1939 1940
Curve 1 rises when the excess reserves ol the nation are growing relatively to those ol the District. Curve 2 rises when the loans and investments oi Sixth 
District banks are growing relatively to those ol the nation. It will be noticed that the two curves move substantially together, since when District banks 
expand their portfolios more rapidly than banks in the nation, the District loses reserves to other regions. Curve 3 represents the net balance ol inter-bank 
deposits owned by banks oi this District. When Curves 1 and 2 iail to move together, it will frequently be found to be true that District banks have main
tained their reserve balances in the lace ol a relative expansion ol portfolios by drawing down their inter-bank balances, and, similarly, the converse

will also be found to be true.

b a n k s  th ro u g h  t r a n s fe r r in g  re s e rv e  fu n d s  in  liq u id a t io n  o f  

t h e ir  d e p o s it o b lig a t io n s .

► C o m p a r in g  a l l  th re e  c u rv e s  i t  w i l l  b e  n o tic e d  th a t  w h e n  a  

r e la t iv e  e x p a n s io n  o f  th e  d e p o s its  ,o f m e m b e r b a n k s  o f  th e  

D is t r ic t  f a ile d  to  c a u s e  a  r e la t iv e  lo s s  o f  re s e rv e s  to  th e  D is 

t r ic t , th e  t r a n s fe r s  n e c e s s a ry  a s  a  r e s u lt  o f  th e  e x p a n s io n  w e re  

fre q u e n t ly  a c c o m p lis h e d  b y  d ra w in g  d o w n  th e  D is t r ic t ’ s  m e m 

b e r b a n k s*  d e p o s its  w ith  o th e r b a n k s . T h a t  is , w h e n  c u rv e  1 

r is e s  w ith o u t a  s im u lta n e o u s  r is e  in  c u rv e  2 , th e  a d ju s tm e n t 

w i l l  f r e q u e n t ly  b e  fo u n d  to  h a v e  ta k e n  p la c e  in  a  r is e  in  c u rv e  

3 . C o n v e r s e ly , w h e n  th e  p o r t fo lio s  o f  th e  D is t r ic t  m e m b e r 

b a n k s  a re  r e la t iv e ly  e x p a n d in g  w ith o u t th e re  b e in g  a  r e la t iv e  

d e c lin e  o f  re s e rv e s  in  th e  D is t r ic t , i t  w i l l  f r e q u e n t ly  b e  fo u n d  

th a t D is t r ic t  b a n k s  a re  d ra w in g  d o w n  t h e ir  c r e d it  b a la n c e  o f  
in te r- b a n k  d e p o s its .

W h ile  th e s e  tw o  fa c t o r s , th e  r e la t iv e  ra te  o f  e x p a n s io n  o f  

D is t r ic t  b a n k  p o r t fo lio s  a n d  th e  n e t c r e d it  b a la n c e  o f  in t e r 

b a n k  d e p o s its  o f  D is t r ic t  b a n k s , e x p la in  b e tw e e n  th e m  a  la rg e  

p a r t  o f  th e  m o v e m e n ts  o f  re s e rv e  fu n d s , th e y  d o  n o t a c c o u n t 

f u l ly  f o r  e it h e r  th e  b a la n c e  o f  tra d e  o r  th e  b a la n c e  o f  c a p it a l 

m o v e m e n ts , a n d  th e y  d o  n o t to u c h  a t  a l l  u p o n  c u r re n c y  m o v e 

m e n ts  n o r  u p o n  th e  n o n - c a p ita l re c e ip ts  a n d  e x p e n d itu re s  o f 

th e  fe d e ra l g o v e rn m e n t.

T h e  p r in c ip a l d iv e rg e n c e  o f  c u rv e s  1 a n d  2  o c c u rs  in  th e  

s p r in g  o f  1 9 3 4 , a n d  w h ile  p a r t ia l ly  a c c o u n te d  f o r  b y  th e  r is e  

in  th e  D is t r ic t ’ s  c r e d it  b a la n c e , th e  e x p la n a t io n  lie s  to  a  la rg e  

d e g re e  in  th e  in f lo w  o f  n e w  fu n d s  fro m  a b ro a d  to  th e  N e w  

Y o r k  m o n e y  m a rk e t . In  M a rc h  1 9 3 4 , fo llo w in g  th e  d e v a lu a 

t io n  o f  th e  d o lla r , c o n s id e ra b le  r e p a t r ia t io n s  o f  A m e r ic a n  c a p 

it a l a n d  im p o rta t io n s  o f  fo re ig n  c a p it a l to o k  p la c e . S u c h  s h o rt

te rm  b a la n c e s  w o u ld  m o v e  t y p ic a lly  to  N e w  Y o r k  C it y , s e rv in g  

to  in c re a s e  th e  e x c e s s  re s e rv e s  o f  th e  n a t io n  r e la t iv e ly  to  th e

S ix t h  D is t r ic t , a n d  i t  is  b e lie v e d  th a t th is  fa c t o r  a c c o u n ts  fo r  

th e  n e w  r e la t io n s h ip  b e tw e e n  c u rv e s  1 a n d  2  re a c h e d  in  e a r ly

1 9 3 4 . T h e  e ffe c t o f  th e se  c a p it a l im p o rta t io n s  u p o n  th e  e x c e s s  

re s e rv e s  o f  th e  n a t io n  is  c le a r ly  sh o w n  in  th e  c h a r t  o n  p a g e  5 .

S o m e  o f  th e  o th e r c h a n g e s  in  th e  g e n e ra l s p re a d  b e tw e e n  
th e  tw o  c u rv e s  re s u lte d  p a r t ly  f ro m  th e  c h a n g e s  in  re s e rv e  

re q u ire m e n ts  o c c u r r in g  in  1 9 3 6 , 1 9 3 7 , a n d  1 9 3 8 . S in c e  th e  

re s e rv e  re q u ire m e n ts  o f  c o u n try  b a n k s , re s e rv e  c it y  b a n k s , a n d  

c e n t ra l re s e rv e  c it y  b a n k s  a re  g ra d u a te d , a n d  a ls o  s in c e  b a n k s  
in  h ig h e r  re s e rv e  re q u ire m e n t c e n te rs  t y p ic a lly  h o ld  d e p o s its  
o f  c o u n try  b a n k s  s u b je c t  to  b e in g  w ith d ra w n  to  m e e t re s e rv e  

s t r in g e n c ie s  o f  th e  c o u n try  b a n k s , a n  e q u a l p e rc e n ta g e  in 

c re a s e  in  a l l  re s e rv e  re q u ire m e n ts  f a l l s  w ith  u n e q u a l in c id e n c e  
u p o n  th e  e x c e s s  re s e rv e s  o f  th e  D is t r ic t  a n d  th e  n a t io n .

F o r  b o th  o f  th e se  re a s o n s  N e w  Y o r k  C it y  e x p e r ie n c e d  g re a t 

r e la t iv e  d e c lin e s  in  it s  r a t io  o f  e x c e s s  to  re q u ire d  re s e rv e s , 
w h e n  th e  re s e rv e  re q u ire m e n ts  w e re  in c re a s e d , a n d , b e c a u se  o f  

it s  tre m e n d o u s  q u a n t ita t iv e  im p o rta n c e , c a u s e d  th e  n a t io n ’ s  r a 

t io  to  d e c lin e  c o n s id e ra b ly  r e la t iv e  to  tb e  D is t r ic t . T h e  e ffe c t o f 

th e  e x is te n c e  in  N e w  Y o r k  a n d  e ls e w h e re  o f  d e p o s its  s u b je c t  

to  c a l l  b y  c o u n try  b a n k s  is  re fle c te d  in  th e  d e c lin e  o f  c u rv e  3 , 

a n d , to g e th e r w ith  th e  u n e q u a l in c id e n c e  o f  th e  c h a n g e d  re 

s e rv e  re q u ire m e n ts , a c c o u n ts  f o r  th e  n a rro w e d  s p re a d  b e tw e e n  

c u rv e s  1 a n d  2  fro m  1 9 3 6  o n w a rd . S im ila r ly , th e  s lig h t  te n d 

e n c y  in  1 9 3 8  f o r  c u rv e  1 to  in c re a s e  fa s t e r  th a n  c u rv e  2  re 

s u lte d  in  la rg e  m e a s u re  fro m  th e  re v e r s e  e ffe c t  o f  th e  s m a ll 

re d u c tio n  in  re s e rv e  re q u ire m e n ts  in  th a t  y e a r .

► A s  p o in te d  o u t a b o v e , n e ith e r  th e  c h a r ts  n o r  t h is  a c c o m 

p a n y in g  te x t  a c c o u n t f u l ly  f o r  th e  m o n th -b y -m o n th  d e v e lo p 

m e n t o f  th e  e x c e s s  re s e rv e  s itu a t io n  in  th e  S ix t h  D is t r ic t . T h e  

tw o  fa c to r s — th e  r e la t iv e  ra te s  o f  b a n k  p o r t fo lio  e x p a n s io n  

a n d  in te r- b a n k  d e p o s its — c h a rte d  o n  p a g e  1 0  a re , h o w e v e r , 

im p o rta n t  a n d  in fo rm a t iv e .
E .  H .
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