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THE RUBBER SITUATION
E ver since Ju ly  1940, when the  R ubber Reserve 

C om pany was form ed to  acquire stocks of th a t  
s tra teg ic  com m odity, rubber has been vested  w ith a 
good deal o f public in terest.

T he R ubber Reserve C om pany and its successor 
agency, the  Office of R ubber R eserve, have been the 
sole im porters o f n a tu ra l rubber since before Pearl 
H arbor. T h a t au th o rity  was originally scheduled to  
be te rm ina ted  a t the  close of last year, b u t owing to  
the stringen t supply  conditions the deadline was 
extended to  M arch 31.

N o t only the  im porta tion  of rubber, b u t also its 
allocation am ong dom estic fabricators, has been under 
stric t Federal regulation. F irs t the  W ar Production  
Board and then  the Office of R ubber R eserve of the 
R econstruction F inance C orporation  have had  the  
power to  allocate supplies, to  control inventories, and 
to  determ ine the  end-uses of rubber under the  provi
sions of the  Second W ar Powers Act. T h a t a u th o rity  
likewise expired on M arch 31.

A t the tim e th is Review  w ent to  press it appeared 
to  be the in te n t of Congress to  perm it the  lapse of 
the G overnm ent im port and purchase m onopoly bu t

to  perm it continuance of the  au th o rity  to  allocate 
n a tu ra l rubber am ong m anufactu rers, and to  control 
inventories and end-product use. M an y  aspects of the 
problem  rem ain to  be solved, and it  is th e  purpose of 
th is  article to  review  the  factors which en te r in to  the 
consideration of a na tional rubber policy.

A llo c a tio n  In  the  course of th e  public discussion 
Control regarding th e  renew al o f bo th  purchase 

and allocation powers, the  rubber in
dustry  and G overnm ent agencies were in general 
agreem ent as to  the  necessity and desirab ility  of 
continuing, a t th is tim e, control over th e  use of 
rubber by m anufactu rers. T hree factors appear to  
have influenced th is  agreem ent. One was th e  need 
to  m ain ta in  a strong  syn thetic  rubber producing 
in d u stry  for na tional security  reasons. A nother was 
th e  insufficiency of n a tu ra l rubber supplies in relation  
to  th e  con tinu ing  high ra te  of production  in the  rubber 
in dustry . A th ird , and longer te rm  factor, was the 
possibility  th a t  th e  dom estic in d u stry  m ight have to  
cope w ith wide fluctuations in crude rubber prices 
such as occurred in F a r  E aste rn  m arkets on occasions 
during  the  past tw o decades.
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I t  is ap p aren t from the  accom panying ch arts  th a t  
the  supply  o f n a tu ra l ru b b er is n o t y e t adequate  to  
m eet the  com bined dem and for n a tu ra l and syn thetic  
rubber. D espite some increase in im ports during  
1946, by th e  end of the  y ear it was still required  th a t  
in the  aggregate only one to n  of n a tu ra l rubber could 
be used for each 1 ^  tons of synthetic . D eviations 
from th a t  ra tio  were perm itted  am ong different 
products.

T he p roportion  of n a tu ra l rubber contained in tires 
has been stead ily  increased. On an over-all basis for 
all tires (passenger, tru ck , bus, and ofF-the-road) th e  
percentage was increased from  18 percen t a t  the  
beginning of 1946 to  38 percent by the end of th e  year. 
How ever, th e  am ount perm itted  in different kinds of 
tires varies widely. Passenger car tires up th rough  
the  6:50 size m ay use up to  23 percent n a tu ra l rubber, 
larger passenger sizes up to  67 percent, large tru ck  
tires up to  94 percent, while tires of 11:00 inch cross 
section and larger m ay use any  am ount. T h e  use of 
n a tu ra l rubber in such item s as soles, heels, belts, 
m ats, hose, etc., has also been stric tly  controlled.

Stocks of N a tu ra l stocks reached th e ir  low
Natural Rubber p0in t Gf 90,000 tons in O ctober 

1944 and then  were bu ilt up to  
m ore th an  twice th a t  am oun t by the end o f 1946 as 
im ports increased and consum ption was restric ted  in 
order to  re-establish  a safe w orking reserve. T o ta l 
stocks a t th e  beginning of 1947 were about equal to  the  
am ounts in hand  in early  1941. I f  im ports are re
ceived as expected (310,000 tons) during th e  first six 
m onths o f th is year and no im p o rtan t changes are 
m ade in th e  ra te  of consum ption, stocks o f n a tu ra l 
rubber should approxim ate th e  1938 level o f 300,000 
tons by m id-year. A reserve of th is size should be 
adequate  to  m eet short-term  fluctuations in supply.

These were some of th e  m ajo r considerations which 
were responsible for th e  nearly  unanim ous agreem ent 
am ong m anufactu rers on the  desirab ility  of ex tend
ing Federal control over th e  use of n a tu ra l rubber. 
W ith o u t official control it  was believed th a t  com
petitive  forces, for exam ple in the  tire  field, would 
result in an im m ediate a tte m p t to  re tu rn  to  th e  pre
w ar product since th e  consum ing public seems to  
show some preference for th e  n a tu ra l hevea. In  the  
struggle for supply, some m anufactu rers would be 
unable to  ob tain  th e ir p roportionate  share.

Continuation of W h ile  s u b s ta n t ia l  a g re e m e n t 
Government existed regarding the  desirab ility
Purchases f • • n  *■ «or continu ing  G overnm ent alloca

tion of supplies and contro l o f 
end-uses, such agreem ent did no t exist w ith respect 
to  con tinuation  of public purchase. T he shortness 
o f supply  o f n a tu ra l rubber was cited as a reason for 
the  continuation  o f public purchase of foreign rubber 
for a t least six m ore m onths by perhaps a m a jo rity  of 
tire  m anufacturers. I t  was feared th a t  if each com 

pany should try  to  m axim ize its  purchases in F a r  
E aste rn  m arkets, prices w ould sky-rocket w ithou t 
causing any  im m ediate im provem ent in over-all 
supply. F u rth e r , it  was argued th a t  G overnm ent 
contro l o f rubber use is incom patib le w ith  p riv a te  
purchase since such contro l would require th e  m ore 
successful buyers to  give up p a r t  o f th e ir  supp ly  to  
com petitors. F inally , i t  was pointed  o u t th a t  ind i
vidual buying w ould require a whole new control 
system  to  balance ind iv idual im ports  w ith  am ounts 
allocated for p ro d u ct use.

T he dem and for a fu rth e r extension o f public p u r
chase of rubber, how ever, was by  no m eans unanim ous. 
Several tire  m anufac tu rers w an ted  it  d iscontinued 
and expressed a desire to  re tu rn  im m ediately  to  com 
petitive  practices. R u b b er im porters and  buyers, 
largely inactive since 1942, offered th e  opinion th a t  
G overnm ent buying  was no t effective in securing for 
the  U nited  S ta tes its  fa ir share of world supp ly  and 
th a t  only inferior grades o f ru b b er had  been ob tained . 
I t  was reported  th a t  recent G overnm ent buying  had 
no t been too successful. W hereas purchase goals had 
been set a t 50,000 tons a m on th  for th e  first q u a r te r  
o f 1947, unofficial estim ates ind icated  th a t  Ja n u a ry  
and F eb ruary  acquisitions had  am ounted  to  only
26,000 and 16,000 long ton s respectively.

T he W ar D ep artm en t w ent on record to  th e  effect 
th a t  na tional security  w ould be served ad eq u a te ly  by  
p riva te  trad e . T he  S ta te  D ep a rtm en t opposed public 
purchase o f ru b b er on th e  grounds th a t  i t  w as co n tra ry  
to  th e  announced policy o f th e  U n ited  S ta tes  th a t  
foreign trad e  should be conducted  by  p riv a te  en te r
prise. I t  would leave th is  co u n try  open to  charges 
th a t  i t  was using w ar powers unnecessarily  to  influence 
a world ru b b er m ark e t. R e ta lia tio n  by  o th e r na tions 
would be inv ited  th u s  fostering an undesirable form  
of economic w arfare. T he  S ta te  D e p a rtm en t also 
expressed the  belief th a t  the  B ritish  and D u tch  
G overnm ents, ac ting  e ither in concert or separa te ly , 
had not set up a carte l to  contro l n a tu ra l ru b b er sales.

NEW RUBBER CONTROL BILL
On M arch 29, th e  P resident signed a new  

R ubber C ontrol A ct. P rincipal provisions of 
th is new legislation are:

1. T he purchase of n a tu ra l crude rubber is 
re tu rned  to  p riva te  enterprise.

2. G overnm ent control o f crude ru b b er con
sum ption, inventories, and  end-uses of 
n a tu ra l rubber is extended to  M arch  31, 
1948.

3. G overnm ent opera tion  o f syn the tic  
ru b b er p lan ts  is to  be con tinued  u n til 
such tim e as Congress adop ts a perm a
n en t ru b b er policy, b u t in no even t 
beyond M arch  31, 1948.
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In  sum m ary, the  case for continued G overnm ent 
purchase actually  hinged upon tw o assum ptions: first, 
th a t  com petition  would push  prices upw ard to  un
reasonable levels and second, th a t  such higher prices 
would no t bring ou t a su bstan tia lly  larger supply 
under present chaotic conditions in the F a r E ast. T he 
valid ity  of these assum ptions can be tested  only in 
the m arket place. H igher prices w ith no increase in 
supply would be extrem ely costly to  the  A m erican 
rubber consum er. On the o ther hand, continuation  of 
public purchases and m ain tenance of a low price for 
na tu ra l rubber m ight forestall a re tu rn  to  higher grade 
m erchandise if the  rubber were available and p rivate  
buying would bring it out.

The Long-term T he problem  of acquisition and 
Problem allocation of n a tu ra l rubber, how

ever, is un im p o rtan t in relation  to  
the  longer-term  m a tte r  o f m ain tain ing  an adequate  
syn thetic  rubber producing industry  in com petition  
w ith n a tu ra l rubber. T h a t question should be m et 
before the supply  of im ported  rubber becomes g reat 
enough to  m eet to ta l dem and.

The Inter-A gency Policy C om m ittee on R ubber 
was created  in Septem ber 1945 to  consider all aspects 
of the rubber situa tion  as it affected th e  national 
in terest, and to  m ake recom m endations which would 
serve as a guide in the  form ulation  of a national 
rubber policy. T he agencies which were represented 
on th a t  C om m ittee were the D epartm en ts o f S tate , 
Justice, Com m erce, A griculture, W ar, and N av y ; 
the Surplus P roperty  B oard, the  R econstruction  
Finance C orporation , the  C ivilian Production  A dm in
istra tion , and the T ariff Commission.

M r. W illiam  A. B a tt, vice chairm an of the  W PB  
was designated as chairm an of the R ubber Com 
m ittee.

T he lo n g -te rm  rec o m m en d a tio n s  of t h a t  C o m m it
tee , published in Ju ly  1946, m ay be sum m arized as 
follows:

1. F or purposes of national security , the  G ov
ernm ent should ensure th a t  a m inim um  
am ount of general purpose syn thetic  rubber 
is produced in the  U nited  S tates. T he m ini
m um  should be one-th ird  of to ta l rubber con
sum ption or no t less th an  250,000 long tons 
a year. P lan ts  kep t in production should be 
the m ost efficient and lowest cost o f existing 
facilities. C onsequently , p lan ts using alcohol 
as a raw  m ateria l should no t be included.

2. C o n tro ls  sh o u ld  be a v a ila b le  to  assu re  
the  dom estic use of th e  syn thetic  rubber 
produced.

3. T he syn thetic  rubber in d u stry  should be 
private ly  owned and operated  to  assure com
petition  in research, developm ent, and use. 
T he am ount of p roductive capacity  in p riva te  
hands should be g rea te r th a n  the guaran teed  
m ark e t so as to  stim ula te  th is com petition.

4. Efficient general purpose syn thetic  rubber 
facilities no t purchased by p riva te  owners 
should be m ain ta ined  by the G overnm ent in 
a stand -by  condition, and no t operated  except 
in national em ergencies. In  o rder to  avoid 
com plete reliance upon petro leum  as a raw  
m ateria l, a t least one p lan t using alcohol feed
stocks should be included in the  s tand-by  
reserve. T h e  to ta l capacity  of the  in d u stry  
kep t opera ting  or in s tand -by  condition should 
approxim ate 600,000 long tons, or abou t 60 
percent of p resen t existing capacity .

5. P riv a te  in d u stry  and G overnm ent should con
tinue to  sponsor broad rubber research pro
gram s to  explore new end-products, th e  field 
of new polym ers, processing techniques, and 
developm ent o f new sources of n a tu ra l rubber.

6. T he U nited  S ta tes should establish a revolv
ing stock-pile of n a tu ra l rubber wholly ap a rt 
from stocks in com m ercial channels.

7. W ith  the  certa in  prospects o f a changing 
rubber s itua tion , some agency should be 
created  to  review  continuously  th e  rubber 
program .

On the whole, th e  recom m endations of th e  Com 
m ittee  were well received, p a rticu la rly  its  adm oni
tion  th a t  it is highly desirable th a t  a coordinated 
program  should be carefully  w orked o u t while there  
is still a shortage of n a tu ra l rubber. T he syn thetic  
in d u stry  as it  now stands is com pletely in teg ra ted  
and cen trally  adm inistered . T he Office of R ubber 
Reserve of the  R econstruction  F inance C orporation  
d istribu tes the o u tp u t o f G overnm ent owned butad iene 
and styrene p lan ts  (source of the  raw  m ateria l) to  
G overnm ent owned copolym er p lan ts  th a t  produce 
GR-S or general purpose syn the tic  rubber. T he 
G overnm ent also ind irec tly  controls the  d istribu tion  
of the  syn thetic  rubber to  p riv a te  m anufactu rers by 
specifying the  p roportion  of n a tu ra l rubber th a t  m ay 
be used in end-products.

I f  a syn thetic  rubber in d u stry  is to  be m ain tained  
for purposes of national security  and is to  go in to  
p riva te  hands, steps m ust be tak en  to  provide a 
reasonable assurance o f raw  m ateria ls and of a m arket 
for the  finished product. T he a ttitu d e  of the  Com 
m ittee  w ith  regard to  devices for m ain ta in ing  a 
m ark e t for syn thetic  rubber w hen the  n a tu ra l p roduct 
again is freely available m ay be sum m arized as 
follow s:

1. Tariff on imports of n a tu ra l rubber. W hile 
th is  is a fam iliar A m erican m ethod o f p ro tec t
ing dom estic industries, i t  w ould conflict w ith  
existing trad e  agreem ents which guaran tee  
rubber im ports free of du ty . C osts to  the  
consum er would be pyram ided and there  
would be no w ay of ensuring d iversity  of use 
of syn thetic  rubber. Flexible ra tes would 
be needed to  m eet changes in price for which 
rubber is notorious.Digitized for FRASER 
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2. Import quotas to  lim it supply of n a tu ra l 
rubber for forced consum ption of syn thetic  
rubber. T his m ethod , too, would cu t across 
presen t trad e  pacts. Q uotas would keep ou t 
n a tu ra l rubber, b u t certa in  m anufactu rers 
m ight ob ta in  enough for all purposes while 
com petitors w ould have to  use dom estically  
produced rubber. T he  quo ta  system  is in
flexible and rubber needs vary  w idely from 
year to  y ear as well as seasonally. T he ap
po rtionm en t o f im port quotas would be 
extrem ely  complex.

3. Excise tax on p roducts in p roportion  to  
n a tu ra l rubber con ten t. T h is creates the  prob
lem of determ ining  th e  am ount of n a tu ra l 
rubber in various com m odities and p u ts the 
cost o f a na tional security  program  solely on 
rubber consum ers.

4. Government monopoly in purchase and 
sale o f n a tu ra l rubber. T his contravenes 
national policy of freedom  of trad e  and pro
m otion of p riva te  enterprise.

5. Certificate plan perm itting  m anufactu rers 
to  im port n a tu ra l rubber in some proportion  
to  the  am ount o f syn thetic  rubber purchased. 
T his would create a need for secondary m arkets 
for bo th  syn the tic  rubber and certificates as 
ind iv idual m anufactu rers traded  certificates 
or sold rubber to  m eet th e ir individual needs. 
I t  would be com plex as well as co n tra ry  to 
presen t trad e  agreem ents.

6. Industry code set up by the  rubber industry  
itself. T he basic objection is th a t  a national

security  problem  should be se ttled  by public 
action and no t by p riv a te  de term ination . I t  
would also require public policing and enforce
m ent of p riva te  agreem ents.

7. Government subsidy to  e ith er producers or 
users, or both . T h is would tran sfe r to  the  
G overnm ent th e  financial burdens of th e  com 
petitive  d isadvan tages o f dom estically  pro
duced ru b b e r. Subsid ies w ould p ro b ab ly  
v itia te  p riva te  incentive for research, p roduct 
developm ent, and opera ting  efficiency, b u t 
would no t ensure th a t  the  necessary m inim um  
of syn thetic  rubber would be produced and 
consum ed. T he cost of m ain ta in ing  a syn
thetic  in dustry , how ever, would be clearly 
visible to  the  public.

8. Minimum quantity of syn the tic  rubber to  
be included in any given product. _ T his w ould 
be sim ilar to  the  presen t plan of control and 
has the v irtue  of controlling the  to ta l am ount 
to  be used and of channeling it  to  a v a rie ty  of 
p roducts.

T he C om m ittee as a whole was inclined to  favor 
some sort o f com bination of the  las t tw o propositions. 
T his, in effect, would continue the  presen t program  
o f specifying m axim um  q u an tities  of n a tu ra l rubber 
th a t  could be used. T he presen t program  has had 
an elem ent of subsidy in it, inasm uch as G R-S m ade 
from alcohol cost a g rea t deal m ore th a n  th e  p e tro 
leum product b u t was sold a t th e  sam e price. T h is 
plan has the  fu rth er advan tage  of con tinu ing  a contro l 
system  which is a lready  opera ting  and w ith  w hich 
producers are fam iliar.

N E W  MEMBER BANK
T he C itizens B anking C om pany of C elina, Ohio, 

becam e a m em ber of th e  Federal Reserve System  
on A pril 1. T he  new m em ber bank is located  in an 
area devoted  largely to  dairy  farm ing, hog raising 
and  general farm ing. A fu rn itu re  fac to ry  and a 
stearic acid p lan t provide industria l em ploym ent.

G rand  Lake, which is nearby , is a fishing and vaca
tion  resort. T h e  population  of Celina, which is the  
coun ty  sea t o f M ercer C oun ty , is approxim ately  
5,000.

T he C itizens B anking C om pany was incorporated  
in J a n u a ry  1897. A t p resen t, deposits are approx
im ately  # 2 ,5 0 0 ,0 0 0 . Com bined cap ita l and surplus 
am ount to  # 1 4 2 ,5 0 0 .

Officers of the  bank  are as follows:
M r. A ugust J. Spieler, chairm an o f board  and president 
M r. Lee H eckler, first vice president 
M r. Sam D ixon, second vice president 
M r. N . F . O tey, cashier
M r. Ben H . C artw righ t, assis tan t cashier and secre tary  
M iss V ictoria L ennartz , a ssistan t cashier
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INTEREST RATES AND REPAYMENT METHODS ON 
COMMERCIAL AND INDUSTRIAL LOANS

In  N ovem ber, 1946, th is bank  conducted a survey of 
com m ercial and industria l loans o u tstand ing  a t m em 
ber banks in the F o u rth  D istric t. D etailed inform ation 
on a carefully selected sam ple of loans was provided by 
165 m em ber banks holding abou t 80 percent of the 
loans of all 724 m em ber banks. T he first repo rt based 
on the survey appeared in the  M arch issue of the 
M onthly Business Review and dealt chiefly w ith the 
characteristics of the  lending in stitu tions and borrow 
ers. T he presen t article discusses the survey findings 
regarding the rates of in te rest charged on the loans 
and the m ethods of repaym ent.

Summary
M ost of the  com m ercial and industria l loans o u t

stand ing  las t N ovem ber 20 were m ade a t ra tes o f 5 
or 6 percent. However, the  larger loans were m ade 
a t m uch lower rates, w ith the consequence th a t  alm ost 
h a lf  the  dollar volum e of loans ou tstan d in g  bore an 
in terest ra te  of 2 percent.

T he m ost im p o rtan t factor in ra te  de term ination  
was found to  be the  size of the  loan. In te re s t ra tes 
were som ew hat lower a t the  larger banks and in 
larger cities for a given size of loan.

T he tendency  of the  sm aller loans to  bear higher 
rates of in te rest reflects the  fact th a t  costs o f draw ing 
up and servicing sm all loans are undoubted ly  g rea te r 
per dollar loaned th a n  is th e  case w ith large loans.

T he m ethod of repaym en t and the length  of term  
of a loan apparen tly  have little  effect on th e  sta ted  
ra te  of re tu rn . W ith  the exception of com m ercial and 
industria l loans secured by stocks and bonds, the  
n a tu re  of the security  pledged likewise seems to  have 
little  bearing upon the ra te  of in terest.

A bout one-half o f the  loan volum e was in single 
paym en t form. R epaym en t by regular insta lm en ts 
was called for m ost frequen tly  in loans w ith  the 
longer m aturities.

Interest Rates
T he ra te  of in te rest charged on m ost of the 52,000 

business loans o u ts tan d in g  last N ovem ber was 5 or 6 
percent. T he average ra te  charged per loan was 5.0 
percent. However, large loans in general were m ade 
a t m uch lower ra tes of in terest, w ith the resu lt th a t  
the  average ra te  of re tu rn  on the aggregate dollar 
volum e of loans ou ts tan d in g  was only 3.1 percent.

An accom panying ch art shows the dollar volum e of 
loans m ade a t various in te rest ra tes and also the 
num ber of loans m ade a t those rates. A lm ost ha lf 
of the  dollars loaned were earning abou t 2 percent on 
N ovem ber 20, w ith  m ost o f the  rem ainder of the  loan 
volum e about equally  divided am ong in te rest rates 
of 3, 4, and 5 percent. O nly seven percent o f the  dollar 
volum e of loans was bearing an in te rest ra te  of 6 per
cent, w ith v irtua lly  no funds ou t a t any higher ra te .

A com pletely different p icture is presented by d a ta  
based on the  num ber of loans a t the  various rates. 
O nly th ree percent o f th e  to ta l num ber of loans were 
earning abou t a 2 percen t in te rest ra te  on N ovem ber 
20 and only six percent o f the  to ta l were earning 
3 percent. In  round num bers, tw en ty  percent of 
the to ta l num ber o f loans specified a 4 percent ra te , 
th ir ty  percent called for 5 percent paym ents and forty  
percent were m ade a t a 6 percent figure.

I n t e r e s t  R a te s  a n d  T he  ch a rt presenting the  dollar 
S ize  o f L o a n s  volum e of loans and th e  num 

ber of loans a t the  various in 
te rest ra tes em phasizes the  wide range of ra tes charged 
by F o u rth  D istric t banks.

A lthough m any factors m ay co n tribu te  to  th is 
flexibility of the  ra te  s tru c tu re , th e  d a ta  subm itted  in 
the loan survey ind icate  th a t  the  varia tions in in te rest 
charges are m ore closely correlated  w ith  th e  size of 
loans th an  w ith any o th er factor. An accom panying

Percentage Distribution of Commercial and Industrial Loans by Interest Rate Charged
PERCENT OF 
DISTRICT TOTAL
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Average Interest Rate by Size of Loan and Size of Bank
--------- Banks with Deposits of---------

Over $10 to $2 to Under
All $100 $100 $10 $2

Size of Loan Banks Million Million Million Million

All L oans.................. 3-1% 2.5% 4.3% 5.0% 5.3%

Under $500............... 5.6% 5.7% 5.7% 5.7% 5.5%
$500 to $999............. 5.5 5.5 5.4 5.5 5.7
$1,000 to $4,999. . . . 5.1 4.8 5.0 5.3 5.4
$5,000 to $9,999. . . . 4.9 4.4 4.9 5.0 5.1
$10,000 to $24,999. . 4.6 4.2 4.6 4.9 5.4
$25,000 to $49,999.. 4.2 3.8 4.4 4.3
$50,000 to $99,999.. 3.6 3.3 3.9 *
$100,000 to $499,999 2.8 2.6 3.5
$500,000 to $999,999 2.1 2.1 3.3
$1,000,000 and over. 2.1 2.1
*Sample too small to justify an average figure.

tab le  lists an average ra te  of 5.6 percent on loans of 
less th an  $500, as against a ra te  of 2.1 percent on 
loans of over $1,000,000.* Average charges on the 
ten  loan sizes listed in the  tab le  declined steadily  as 
th e  loan sizes increased.

F u rtherm ore , average ra tes on small loans actually  
m ay  have been som ew hat higher th an  th e  accom pany
ing d a ta  would indicate. T he survey did no t call for 
the  am ount of a loan as of the  da te  it  was originally 
m ade, b u t ra th e r  as of N ovem ber 20. U ndoubted ly  
there  were m any  loans bearing a low in te rest ra te  
which were classified as sm all loans on N ovem ber 20 
only because a su b stan tia l proportion  of the  original 
am ounts of the  loans had  been paid off by the  date  
of the  survey.

M oreover, the  effective ra te , as d is tinc t from the 
nom inal ra te , is usually  higher on small discounted in
sta lm ent loans th a n  on single paym ent loans. T he 
discount ra te  is applied to  the  original am oun t of the 
loan, w hereas the average size of the  loan from the 
tim e it  is m ade un til the  las t in sta lm en t is paid will 
be approxim ately  ha lf as large as the original am ount. 
T hus the  actual ra te  is abou t double th e  nom inal 
d iscount ra te , unless some provision is m ade to  re tu rn  
to  the  lender a p a rt of the  in itia l charge.

* A verage in te re s t ra tes  repo rted  in th is  and  succeeding tab les  and ch a rts  
are average charges per dollar loaned , ra th e r  th a n  the average ra te  per loan.

Average Interest Rate by Size of Loan
INTEREST RATE INTEREST RATE

S ize  o f Since large com panies usually  borrow  
B o rro w e r  larger sums th a n  do sm aller com panies, 

it follows th a t  large com panies pay  a 
lower in terest ra te  th an  do the  sm aller firms. An 
accom panying tab le  discloses th a t  the  average ra te  
paid last N ovem ber 20 by borrow ers w ith  assets 
under $50,000 was 4.9 percent, w hereas borrow ers 
w ith  assets over $5,000,000 obtained  th e ir  c red it a t 
an average figure of 2.1 percent. T he o th er borrow er 
groups listed borrowed a t in tervening  rates of 4.4, 
3.8, and 2.9 percent respectively.

Average Interest Rate 
By Size of Borrower and by Size of Bank

------Banks with Deposits of'------
Over $10 to $2 to Under

Assets of All $100 $100 $10 $2
Borrower Banks Million Million Million Million

All Borrowers............... . 3.1% 2.5% 4.3% 5-0% 5.3%

Under $50,000............. . 4.9% 4.5% 4.9% 5.2% 5.3%
$50,000-$250,000___ . 4.4 4.1 4.5 4.8 5.1
$250,000-$750,000. . . . 3.8 3.3 4.3 4.4
$750,000-$5,000,000.. . 2.9 2.8 3.6 4.6
Over $5,000,000......... . 2.1 2.0 2.2 4.0

T he tendency  of the  sm aller loans to  bear the  
higher ra tes of in te rest reflects in p a r t the  influence 
of operating  costs on in te rest rates. I t  is probable 
th a t  the  to ta l cost in dollars of m aking a sm all loan is 
nearly  as m uch as the  cost o f a large loan. In  m ost 
cases investigation  and accounting costs ten d  to  be 
approxim ately  the  same for each loan. I t  is neces
sary  for the  lender to  receive in te rest p aym en ts suffi
cient to  pay  those costs. As a consequence, ra tes are 
generally higher w hen the  am ount loaned is sm all 
th an  when the  am ount is large.

S ize  of B a n k  T he survey disclosed th a t  in te rest 
a n d  rates on loans of com parable size tend

S ize  o f C ity  to  be som ew hat lower in large cities 
and a t large in stitu tio n s th a n  in 

sm aller cities and a t sm aller banks, a lthough the 
correlation is no t nearly  so pronounced as th a t  evi
denced by the size of the loan and the ra te  of in terest. 
T h is varia tion  in ra tes by size of city  and size of bank , 
which is described by accom panying tables, appears 
g reater in the case of large loans th an  sm all loans.

Average Interest Rate by Size of Loan and Size of City
-------------- Population of C ity -------------

Size of Under 5,000- 25,000- 100,000
Loan 5,000 25,000 100,000 and over
Under 310,000................. 5.3% 5.1% 4.9% 4.8%
$10,000-3100,000............. 5.0 4.3 4.3 4.0
$100,000 and over....................... ..........3j0______ 2̂ 9_______2.3

T he lower rates afforded borrow ers a t th e  larger 
banks and in the  larger population  centers in p a r t 
reflects a tendency am ong small banks to  charge a 
flat ra te  regardless of the size of the  loan. I t  will be 
noted from the accom panying d a ta  th a t  the  decline 
in rates th a t  accom panies the  increased size of loans 
is m uch m ore evident a t the  large banks th a n  a t 
the  small.Digitized for FRASER 
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T his g rea ter flexibility of ra tes at the  large banks 
m ay be p a rtly  induced by th e ir  experience w ith a 
com paratively  wide range of loan sizes. T he rela
tively  narrow  varia tion  in the size of loans a t the  
sm aller banks probably  tends to  encourage a policy 
of charging a flat ra te  regardless of the size of the 
loan. A nother possibility  is th a t  the lack of flexi
bility  in ra tes m ay be counter-balanced in m any cases 
by concessions o ther th an  reduced in te rest charges.

Method of Repayment, T h e  lo a n  s u rv e y  p re -  
Security, and Maturity sented no conclusive evi

dence of correlation be
tween the  ra te  charged on loans in a given size range 
and the security , m a tu rity , or m ethod of repaym ent 
on the loans. F or exam ple, the  m ethod of repaym ent 
apparen tly  had very  little  bearing on the ra tes charged 
on loans in the $5,000 to  $9,999 size range. The 
average ra te  on single-paym ent loans in th a t  size 
range was 4.9 percent. T he same ra te  was charged 
for loans to  be repaid by equal instalm ents, whereas 
the  charge when repaym ent was scheduled in unequal 
insta lm ents was only slightly higher a t 5.1 percent.

T he security  pledged against the loan likewise 
appeared to  be of com paratively  slight significance in 
determ ining the in te rest ra te . Again using loans 
ranging from $5,000 to  $9,999 in size as a typ ical 
example, the  average ra te  on unsecured loans was
5.0 percent and th a t  same ra te  applied to  loans secured 
by a co-signer or endorser. Business loans secured 
by real esta te  averaged 4.9 percent and those secured 
by cha tte l m ortgages, w arehouse receipts, etc., 
averaged 5.1 percent. T he only significant departu re  
from th is p a tte rn  was th a t  business loans secured by 
stocks and bonds featured  an average ra te  of only
4.0 percent.

W ith  regard to  the relationship  of loan m a tu rity  to 
the  in terest ra te , it  was found th a t  loans of less th an  
$10,000 in size carried an average in terest ra te  of 5.0 
percent w ith a m a tu rity  of a year or less, 5.0 percent 
w ith a m a tu rity  of one to  five years, and 4.7 percent 
w ith the  m a tu rity  longer th an  five years. T he corre
sponding percentages for loans of $10,000-$99,999 
were 4 .0 ,4 .3 , and 4.4 percent, and for loans of $100,000 
and over the  ra tes for the th ree m atu rities  were 2.4, 
2.5, and 2.2 percent. T hus no clear relationship  be
tween the loan m a tu rity  and the  in terest ra te  could 
be discerned.

Industry of W ith  the possible exception of sales 
Borrower finance com panies, no evidence ap

peared th a t  any one type  of industry  
consistently  pays a lower ra te  th an  o ther types. The 
accom panying tab le , which lists the average rates 
paid by the  various industry  groups on loans in each

Average Interest Rate by Industry and Size of Loan
------------ Size of Loan------------

Industry All Under 310,000- 3100,000
Loans 310,000 3100,000 and Over

R etail................................  4.3% 5.1% 4.4% 2.5%
Wholesale.........................  3.3 4.9 4.2 2.5
Mfg. and M ining...........  2.8 5.1 4.1 2.3
Public U tilities................ 2.4 5.2 4.4 2.1
Sales F inance..................  2.3 3.8 2.9 2.2

of th ree loan size ranges, m erely reaffirms the point 
expressed earlier— th a t  the  size of the  loan and of the 
borrow er appear to  be the dom inan t considerations in 
determ ining th e  in terest rate.

Interest Versus On m ost of the  loans ou ts tan d in g  
Discount Basis | ast N ovem ber 20, charges were 

com puted on an in terest, ra th e r 
th an  a d iscount, basis. A bout 78 percent of the dollar 
volum e was on an in te rest basis, while 71 percen t of 
the to ta l num ber of loans was on th a t  arrangem ent. 
T he varia tion  of these tw o percentages m ay be 
accounted for by the  fact th a t  the  size of the  average 
loan on an in te rest basis was $17,500, w hereas the 
com parable figure for the  d iscount m ethod of pay
m ent was $12,800.

T he larger banks utilized the  d iscount m ethod in 
m ore instances th an  did the  sm aller banks. F or 
exam ple, a fourth  of the  dollar volum e and alm ost 
ha lf the  to ta l num ber of loans a t the  largest banks 
were on a d iscount basis. By com parison, a t the  
sm allest banks only abou t one loan in tw en ty  called 
for the  d iscount m ethod of com puting charges.

Dollar Volume of Loans on an Interest and 
Discount Basis by Size of Bank

--------- Banks with Deposits of---
All Over 310 to  32 to Under

Banks 3100 3100 310 32
Million Million Million Million

Interest Basis . . . . 78% 75% 75% 94% 96%
Discount Basis. 23 25 25 6 4

T o ta l..............  100% 100% 100% 100% 100%

Number of Loans on an Interest Versus a Discount 
Basis, by Size of Bank

IN TE R E 5 T 8ASIS DISCOUNT BASIS
DEPOSITS o f : 52%  48?s
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Method of Loan Repayment
A bout 48 percent or alm ost ha lf of the  dollar 

volum e of loans ou tstan d in g  on N ovem ber 20 pro
vided th a t  the  loans were to  be repaid in one paym ent. 
R epaym ent by equal insta lm ents was called for in
23 percen t of the  to ta l dollar volum e of loans, while 
the  rem aining 29 percent of the volum e was abou t 
equally  divided betw een serial note repaym en t and 
repaym en t th rough unequal instalm ents.

S ize  o f An analysis of rep ay m en t m ethods by size 
B a n k  of bank  discloses th a t  the single paym en t 

m ethod  is th e  procedure m ost relied upon 
by banks of all size groups. T he sm allest banks 
specified the  single p ay m en t m ethod on 59 percent 
of the  dollar volum e of th e ir  loans, which is the  
h ighest percentage reported  for any bank size group. 
T he equal insta lm en t m ethod was relied upon more 
by banks in the  $2 to  #10 million size group th an  by 
banks in o ther size groups, while serial notes as a 
m ethod  of repaym ent were used chiefly by the largest 
in stitu tions.

Method of Loan Repayment by Size of Bank
--------- Banks with Deposits of---------

Over 310 to 32 to Under
Method of All 3100 MOO 310 .32
Repayment Banks Million Million Million Million
One Paym ent. . . . 48% 49% 49% 43% 59%
Equal Instal........ 23 21 27 34 28
Serial N otes......... 15 20 2 1 3
Unequal In s ta l.. . . 14 10 22 22 10

T o ta l............ . 100% 100% 100% 100% 100%

S ize  a n d  T he mere size of loans app aren tly  has 
M a tu r i ty  little  effect upon the  choice of a m ethod 
of Loans of repaym ent. For exam ple, in th ree 

m ajor loan size ranges of 0 — #9,999, 
#10,000—#99,999, and #100,000 and over, single pay
m ents were called for in loans consisting of 47, 44 and 
50 percent of the  dollar volum e in the th ree  respective 
size classifications.

How ever, the  length  of tim e to  m a tu rity  does in
fluence the  m ethod of repaym ent. In  general there  is 
a g rea te r insistence on repaym ent in insta lm en ts in 
the  case of loans of long m a tu rity  th an  in loans of 
short m a tu rity .

A bout 84 percent o f the  dollar volum e of single 
paym ent loans m atu red  in a year or less, 13 percen t 
m atu red  in one to  five years and only 4 percen t 
m atu red  in over five years. In  sharp  co n tras t, only 
27 percent of the  equal in sta lm en t loans m atu red  in 
a year or less, 30 percen t m atu red  in one to  five 
years, and 43 percen t m atu red  in over five years. 
On the  longer m atu rities  th e  banks usually  required  
repaym ent th ro u g h o u t th e  life of the  loan ra th e r  th an  
ju s t one paym ent on the  te rm ina tion  date .

I n d u s t r y  of A nalysis o f repaym en t m ethods by th e  
Borrower in d u stry  of the  borrow er in general 

confirms the  above finding regarding 
the relationship  of loan m a tu rity ' to  the  m ethod  of 
repaym ent. In  a given ind u stry , the  proportion  of 
loans to  be repaid  in a single p aym en t tends to  be 
large w hen the  p roportion  o f loans m a tu rin g  w ith in  
a year is large, and vice versa. In  la s t m o n th ’s 
Review, it  was po in ted  o u t th a t  the  sales finance 
indu stry  had the  largest p roportion  of loans m a tu rin g  
w ith in  a one-year period, i. e. 90 percen t, while public 
utilities had the  sm allest p roportion , 16 percen t. T he 
accom panying ch a rt indicates th a t  84 percen t o f the  
loans to  sales finance com panies were scheduled to  
be paid off in one paym en t, while th e  corresponding 
percentage for the  public u tilities was only 19 percent.

Ratio of the Dollar Volume of 
Single Paym ent Loans to 
All Loans, by Industry 

of Borrower
PERCENT Or 
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INDUSTRIAL SUMMARY
I ro n  a n d  P roduction  of ingots and steel for casting 
S te e l continued a t a very  high ra te  in F eb ru 

ary  w ith  an o u tp u t of 6.4 m illion tons, 
o r abou t 92 percent o f in d u stry  capacity . T he de
crease of one percen t from the  preceding m onth  was 
due to  fuel and scrap shortages in certain  areas. T he 
tren d  was reversed in M arch , how ever, w ith  weekly 
o u tp u t rising to  new highs since 1945 w hen the 
nation  was engaged in a tw o-front war.

D istric t p roduction  ra tes a t the  end of M arch ac
cording to  Steel were 1 0 1 percent  in P ittsb u rg h , 94 
percent in C leveland, 91 percent in Y oungstow n, 87 
percent in C incinnati, and 933^ percent in W heeling.

T he dom inan t factor in the  industry  continued to 
be the unprecedented  buoyancy  of the scrap m arket. 
W ith  the exception of a few instances in W orld W ar I, 
when isolated sales above 350 a ton  were recorded, 
the m ark e t was a t an all-tim e high in m id-M arch. 
Steel’s com posite price on steelm aking scrap was 
336.58 a ton  as com pared to  319.17 a y ear ago. In  
P ittsb u rg h , the  price for heavy  m elting grades of 
scrap rose to  338.00 a ton  w ith  some sales reported  
above th is figure. T he principal cause of these 
prices appears to  be the  d isruption  in the  norm al flow 
of scrap from dealers to  mills. M any  m eta l fab ri
cators and o thers outside the  scrap in d u stry  have 
been com peting for scrap on the  open m ark e t in 
order to  deliver tonnages to  th e ir finished steel 
suppliers. Excessive cross-hauling and purchases 
outside o f norm al areas have resulted in costs far in 
excess of reported  prices.

T he m onth ly  consum ption of purchased scrap in 
the  first q u a rte r  has been estim ated  a t abou t tw o 
million tons, or nearly  equal to  the all-tim e high 
established in M arch  1945. S trenuous efforts are 
being m ade to  increase the  flow of scrap. Ship-break- 
ing activ ities are estim ated  to  be y ielding about
50.000 tons a m onth . T he  W ar Assets A dm in istra 
tion  hopes to  locate and dispose of a t least 300,000 
tons of scrap w ith in  the  next 60 days. T he  A rm y is 
also planning to  expedite the  re tu rn  of scrap from 
E uropean w ar th ea tres  and 150,000 tons m ay  be 
available from th is source. An early  re tu rn  of mild 
w eather could m ateria lly  increase cou n try  scrap 
collection.

High scrap prices have caused steel mills to  use 
larger proportions of pig iron in th e ir furnaces and 
fu rther reduced the  supp ly  of iron available to  
foundries. Pig iron prices advanced from  32.50 to
34.00 per ton  a t m ost basing po in ts due to  th e  tig h t 
supply condition.

Evidence of the  in tense dem and for steel can be 
found, no t only in steel mill backlogs, b u t in trad e  
reports o f a w idening “ g ray ”  m ark e t operated  by 
brokers. Small m etalw orking  shops in need of steel

to  finish work in process are said to  be paying fan tastic  
prices.

T he freight car build ing program  was expanded 
from the original 7,000 cars a m onth  goal to  10,000 
cars. C urren t p roduction  is abou t 3,000 cars a 
m onth , and it  is estim ated  th a t  the  enlarged schedule 
canno t be a tta in ed  before the  th ird  q u a rte r  o f the 
year. Steel producers have agreed to  provide the 
needed tonnage as it is required.

Effective M arch  31, G overnm ent allocation of pig 
iron was discontinued for all item s except cast iron 
soil pipe and fittings. These item s still co n stitu te  a 
m ajor bo ttleneck  for the  building in dustry . T his 
action is expected to  increase th e  supply  of iron for 
non-housing industries.

C onsum ption of Lake Superior Iron  Ore am ounted 
to  6)4  million tons in F eb ru a ry  according to  the  Lake 
Superior Iron  Ore A ssociation. Stocks of iron ore 
a t docks and furnaces declined to  24.3 m illion gross 
tons by M arch 1 as com pared to  33.6 million gross 
tons on the corresponding date  last year.

I r o n  Shortages of high grade coke, pig iron,
F o u n d r ie s  and steel scrap have operated  to  hold 

down production  in ferrous foundries. 
M erchan t iron deficiencies are due d irectly  to  the 
scrap shortage as steel producers d ivert an increasing 
q u a n tity  of ho t m eta l to  th e  open hearths. Low 
q u a lity  coke has also reduced o u tp u t. O rder back
logs are reported  to  be increasing and now am oun t to  
th ree m onths production . Im proved  labor supply  
and reduced tu rn o v e r are the  b righ t spots in the 
industry .

T he foundry  equ ipm ent and repair o rder index 
which is com piled by the  F oundry  E q u ip m en t M an u 
facturers A ssociation advanced to  513 in Jan u a ry , a 
rise of 30 percent over J a n u a ry  1946. T he  base period 
o f th is  index is the  1937—39 m on th ly  average. T he 
increase o f 400 percen t m ay be tak en  as a m easure 
o f fo u n d ry  e f fo r ts  to  m o d e rn iz e  and  in c rease  
production.

C o a l P resen t indications po in t to  u n in te rru p ted  
coal production , a t least un til Ju n e  30, 

when b itum inous m ines are scheduled to  be re tu rned  
to  p riva te  ow nership. On M arch  6, the  U nited  
S ta tes Suprem e C o u rt ordered th e  head of th e  U nited  
M ine W orkers to  w ithd raw  the  official notice to  local 
unions which set M arch  31 as th e  expiration  date  of 
the  presen t co n trac t. C om pliance was m ade on M arch 
19.

U nited  S ta tes b itum inous coal production  for the  
first tw o m onths o f th is  y ear to ta led  109.5 million 
tons. D aily  average production  is four and a h a lf  
percen t above last y ear and w ould be even g rea te r if 
the  car shortage could be overcom e. In d u stria l 
stocks o f coal rose slightly  in J a n u a ry  to  approxi
m ate ly  46 m illion tons and were equ iva len t to  a 
33-day supply.
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F eb ru ary  production  of b itum inous coal in the 
D istric t am ounted  to  19.3 million tons to  bring the 
y ear’s to ta l to  41.8 m illion tons. P roduction for the 
first tw o m onths was six percent g rea ter th an  last 
year. C ar shortages in the  no rthern  areas are more 
severe th a n  in the  south , and as m uch as a day  and a 
h a lf’s production  a week is being lost because of 
th is  factor.

T he lack of gas continued  to  ham per industria l 
production  early  in M arch  in the  C leveland, W heel
ing, and P ittsb u rg h  areas. Several large fuel users, 
as a consequence, have converted  to  fuel oil. F u rth e r  
conversion to  gas burn ing  equipm ent has been halted  
in bo th  C leveland and C incinnati for a t least ano ther 
year which has im proved the  prospects for the  sale 
of stokers and solid fuels.

P roduction  of P ennsylvania  an th rac ite  coal in the 
first tw o m onths of 1947 fell six percent below last 
year. C ar shortages and m inor labor disputes were 
the  principal causes.

Beehive coke p roduction  in the  U nited  S tates 
to ta led  one million tons th rough  M arch 1, up 36 per
cent from  the previous year.

Cement D istric t cem ent m anufactu rers  an tic i
pate  a sub stan tia l rise in o u tp u t over 

1946 and the  g rea test volum e since 1929. Several mills 
are proceeding w ith  extensive m odernization and 
expansion program s. P roduction  plans are con
tin g en t upon an adequa te  supply  of fuel and railroad 
cars in which to  m ove the  finished m ateria l in the 
heavy  shipping m onths from  M ay  th rough  O ctober. 
T he price outlook is stable, although charges for 
paper and cloth containers m ay vary  w ith the cost 
o f these item s.

Shoes Shoe factories have begun to  feel consum er 
price resistance a t the  retail level. D ollar 

shoe sales in Ohio, as reflected by sales tax  collec
tions, are slightly  below 1946 for the first ten  weeks 
of th is year. W ith  due consideration fo r ' price 
increases, th is would indicate a decline of a t least 
15 percent in u n it sales.

F actories repo rt th a t  raw  m ateria l prices are still 
rising. As a resu lt, com m itm ents have been reduced 
and inventories are being held to  a p ractical m inim um

w orking basis. T anners also have become cautious 
and in some instances have w ithdraw n altogether 
from the hide m arket. L abor has become m ore 
qu iet and th is condition is believed to  reflect the  
closing of some eastern  shoe factories and p a rt-tim e  
operations in o ther shops.

Ceramics D istric t dinnerw are p roduction  con
tinues a t m axim um  rates. P o tteries 

were no t seriously affected by the  gas shortages in 
F eb ruary  and M arch  since m ost kilns are equipped 
w ith oil s tand-by  facilities. O rder backlogs rem ain 
a t very  high levels and cancellations are ab o u t 
norm al. Im p o rts  o f foreign w are have no t been large 
enough to  affect dom estic operations.

S o a p  Soap production  has a tta in ed  a level sub
stan tia lly  above a y ear ago. T he in d u stry  

is chiefly concerned over the  advance in raw  m ateria l 
costs. One large producer reported  th a t  F eb ru ary  
prices advanced sharp ly ; crude cottonseed oil 21 
percent, soybean oil 30 percent, coconut oil 16 per
cent, and inedible tallow  17 percent. P rincipal soap 
producers advanced m ost selling prices five percen t 
in m id-M arch. D istrib u to rs’ stocks of soap are low 
b u t increasing steadily .

Rubber A utom otive pneum atic  casing production  
in Ja n u a ry  continued a t a very  high level 

according to  the  R ubber M anufactu rers  Association. 
T ire p lan ts tu rned  ou t abou t 6.9 million passenger 
casings and 1.6 million tru ck  and bus tires. F ac to ry  
inventories of these classifications rose 40 percent and
24 percent, respectively, during the m onth.

Dealer stocks of passenger casings are rap id ly  
re tu rn ing  to  norm al and d is tribu to rs have resum ed 
the prew ar practice of offering trade-in  allowances for 
old tires and free m ounting  service for custom ers.

Shortly  before the  presen t labor co n trac t expired 
a t m idnight M arch  23, the  U nited  R ubber W orkers 
U nion signed a new co n trac t w ith  the  four largest 
rubber m anufacturers. T he agreem ent, re troactive  
to  F ebruary  2, provided for a 113^ cent hourly  wage 
increase and will raise average hourly  earnings to  
about $1.45. These term s will undoub ted ly  set the  
p a tte rn  for the  en tire  rubber industry . T ire  m an u 
facturers indicated  th a t  p resen t selling prices will 
no t be increased.
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Indexes of Department Store Sales and Stocks
Daily Average for 1935-1939 ■» 100

A d ju s ted  W ith o u t
for Seasonal V aria tio n  Seasonal A d ju stm en t
F eb . J a n . Feb . Feb. J an . Feb.

1947 1947 1946 1947 1947 1946
S A L E S:

A kron ( 6 ) .....................  260 27S 249 232 209 222
C an to n  (S ) ...................  315 310 279 239 238 212
C inc innati ( 9 ) ............. 300 260 285 225 213 214
C leveland ( 1 0 ) ........... 250 224 233 195 186 182
C olum bus ( 5 ) .............  318 277 301 239 225 226
Erie ( 3 ) .........................  250 253 225 212 197 191
P ittsb u rg h  ( 8 ) ............  227 247 200 204 186 180
Springfield ( 3 ) . . . . . .  275 265 281 215 193 219
T oledo ( 6 ) .................... 267 236 244 211 175 192
W heeling ( 6 ) ...............  224 214 229 181 150 185
Y oungstow n ( 3 ) . . .  . 302 279 252 244 215 204
D istric t (9 6 )____ 256 256 236 210 194 194

S T O C K S -
D is tr ic t ........................ 261 257 163 242 225 151

Bank Debits — February, 1947
(29 F o u r t h  D i s t r i c t  C i t i e s )

B ank d eb its  du rin g  F e b ru a ry  a t  29 F o u r th  D is tr ic t c ities exceeded th e  
F e b ru a ry  1946 to ta l  by  26 p erce n t. T h is  w as th e  la rg es t pe rcen tage  gain 
re p o rte d  over year-ago  figures since S ep tem ber 1946, w hen th e  id en tica l per
cen tag e  inc rease  w as recorded . T h e  ave rage  com p arab le  pe rcen tage  for th e  
past fo u r m onths was 20 percen t.

A ggregate b an k  deb its  o f  35 ,270,000,000 fo r F eb ru a ry  w ere considerab ly  
below th e  $5,950,000,000 figure for J a n u a ry ,  chiefly because F eb ru a ry  is a 
s h o rt m on th . H ow ever, th e  F eb ru a ry  dec line  am o u n ted  to  only  11 percent 
th is  y ea r, com pared  w ith  17 percen t in 1946 and  13 percen t in 1945.

T E N  L A R G E S T  C IT IE S
F or th e  sev en th  successive m o n th , th e  la rg es t p ercen tage  gain  o v er year-ago  

figures occurred  in T o le d o . T h e  T o ledo  percen tage  o f  42 percen t w as far 
above th e  ave rage  o f  26 p e rce n t fo r all th e  la rge  cities. O th e r  citie s w ith  
increases above th e  av e rag e  w ere C a n t o n ,  D a y to n ,  P i t t s b u r g h  an d  C in 
c i n n a t i  w ith  percen tages  o f 31, 30, 29 an d  27 percen t respective ly .

N IN E T E E N  S M A L L E R  C IT IE S  
W a r r e n  led th e  sm alle r ce n te rs  in  p e rce n tag e  gains o v er th e  figures o f  la s t 

year w ith  a m ark  o f  47 percen t. S h a r o n  a n a  L e x in g to n  likew ise exceeded 
year-ago  figures by  a w ide m arg in , w ith  p e rce n tag e  gains o f  45 p erce n t. L ex 
i n g t o n  deb its  exceeded $300,000,000 fo r th e  firs t tim e in  a n y  th ree -m o n th  
period. O th e r c ities exceeding  th e  D is tr ic t av e ra g e  o f 26 p e rce n t for sm aller 
cen ters  w ere L o r a in  and  M a n s f ie ld  w ith  36 percen t an d  P o r t s m o u t h  w ith  
33 percen t.

T he  accom pany ing  ta b le  shows th e  vo lum e o f  deb its  to  all d ep o s it accoun ts  
(excep t in te rb a n k  balances) in  29 cities o f  th e  F o u rth  D is tr ic t. M o st o f  the  
deb its  rep re sen t tra n sfe rs  o f  funds by check a lth o u g h  d eb its  to  (w ithdraw als 
from) sav ings deposits  and  U. S. T re a su ry  deposits  a t  re p o rtin g  banks are 
also inc luded .

(In  th o u san d s  o f  dollars)
%  C han g e  3 M o n th s  %  C hange 

F eb ru a ry  from  E nded  from
1947 y ea r ago F eb ., 1947 y e a r  ago

A LL 29 C E N T E R S ................$5,270,236 + 2 5 .9 %  $17,848,425 + 1 8 .7 %
10 L A R G E S T  C E N T E R S :

A k ro n ........................... O hio 199,741 + 1 5 .2 %  682,700 + 2 2 .9 %
C a n to n .........................Ohio 85,425 + 3 0 .7  283,946 + 2 5 .9
C in c in n a t i.................. O hio 733,811 + 2 6 .9  2,404,432 + 1 8 .6
C le v e la n d ................... O hio 1,339,573 + 2 5 .0  4,593,922 + 1 2 .0
C o lu m b u s ................... O hio 355,023 +  9 .5  1,215,490 +  6 .9
D a y to n ........................ O hio 186,812 + 2 9 .8  598,807 + 2 6 .9
T o led o ..........................Ohio 318,682 + 4 3 .6  1,065,982 + 4 2 .0
Y o u n g sto w n ..............O hio 96,466 + 2 4 .1  331,598 + 2 3 .6
E r ie ............................... P enna. 64,359 + 1 5 .1  224,237 + 1 5 .8
P ittsb u rg h ..................P enna. 1,393,134 + 2 9 .2  4,768,953 + 2 1 .4

T o ta l ......................................  $4,773,026 + 2 5 .9 %  $16,170,067 + 1 8 .4 %
19 O T H E R  C E N T E R S :

C ovington-N ew port. K y. 30,706 + 1 2 .9 %  104,047 + 1 4 .0 %
L e x in g to n ................... K y. 93 ,150 + 4 4 .7  307.502H  + 2 1 .5
H a m ilto n .................... Ohio 26,479 + 2 1 .8  86,098 + 2 3 .1
L im a ............................. O hio 33,260 + 2 7 .6  112,487 + 2 9 .0
L o ra in .......................... O hio 13,195 + 3 6 .2  43,718 + 2 8 .1
M ansfie ld ....................Ohio 30,399 + 3 5 .8  99,455 + 3 4 .3
M id d le to w n ...............O hio 24,612 + 1 4 .9  83,527 + 2 2 .7
P o r ts m o u th ................Ohio 15,904 + 3 3 .2  53,458 + 2 8 .9
S pringfie ld ..................O hio 37,220 + 2 3 .8  120,069 + 2 1 .2
S teu b en v ille ...............O hio 16,700 + 1 0 .9  57,973 + 1 6 .0
W a rre n ........................ O hio 28,391 + 4 7 .2  94,543 + 3 6 .7
Z anesv ille ................... O hio 19,508 + 1 5 .4  64,498 + 2 3 .2
B u tle r ...........................P enna. 22,508 + 2 2 .7  79,074 + 3 3 .2
F ra n k lin ......................P enna. 5,355 —1 0 .6  18,341 — 4 .3
G reen sb u rg ................ P enna. 14,259 + 1 6 .6  51,092 + 2 3 .0
H o m este ad .................P enna. 5 ,940 + 1 6 .7  19,965 + 2 4 .3
Oil C i ty .......................P enna. 16,407 + 1 4 .2  56,876 + 2 4  1
S h a ro n .......................  P enna. 19,632 + 4 4 .8  63,425 + 3 0  3
W heeling .....................W . Va. 43,585 + 1 0 .4  162,210 +  5 .8

T o ta l ......................................$ 497,210 + 2 5 .8 %  $ 1,678,358 + 2 2 .2 %

H denotes new all-tim e high for one m onth  o r q u a rte r-y ea r .
* D ebits to  all deposit accoun ts except in te rb a n k  balances.

Fourth District Business Statistics
%  change

F eb ru ary from
1947 1946

47,571 +  9
1,666 -  8
2,457 +  7

59,307 +  19
31,499 +  174

1,190 + 1 ,6 0 0
16 + 1 2 9

4,550 + 2 9 6
6,431 + 3 6 1

19,313
1,158a + 8 1

J a n u a ry
1947

47,622
1,692
2,623

48,256
25,915

150
9

5,071
7,213

22,482
1,217b

District Cities
F o u rth 5 W eeks 4 W eeks
Q u a rte r Ended E nded

1946 Ja n . 29, 1947 Feb. 26,1947
+ $1 ,126 ,000 + $2,274 ,000 + $ 551,000
+  513,000 + 655,000 + 177,000
+  83,000 + 229,000 + 225,000
+  122,000 + 204,000 + 191,000
+  120,000 + 281,000 + 143,000
+  158,000 116,000 + 150,000
+  32,000 + 54,000 + 18,000
-  22,000 + 31,000 + 39,000
+  10,000 — 8,000 + 16,000
-  11,000 + 98,000 + 47,000
-  26,000 + 56,000 + 49,000

4,000 + 50,000 + 33,000

+ $2 ,101 ,000 + $3 ,808 ,000 + $1,639 ,000

F o u rth  D istric t Unless 
O therw ise Specified 
R etail Sales:

D ep artm en t Store*—96 firm s................. $
W earing A pparel— 14 firm s..................... $
F u rn itu re—59 firm s....................................  f

Building C on trac ts— T o ta l ........................... $
— R esid en tia l...............  $

C om m ercial Failu res— L iab ilitie s ...............
— A ctu a l N u m b e r .

P roduction :
Pig Iro n — U. S............................ N e t tons
Steel Ingo t— U. S....................... N e t tons
B itum inous C oal—

O ., W. P a ., E. K y ................... N e t to n s
C em en t— O., W. Pa.. W. Va . . . . Bbls. 
a— Jan u a ry , 
b— D ecem ber.

Time Deposits*—12 Fourth
(59 B anks)

T im e
C ity  and  N u m b er D eposits  

o f B anks Feb. 26, 1947 
C leveland  (4 ). . .$  855,390,000 
P ittsb u rg h  (1 3 ). 329,585,000 
C inc in n a ti (8) . . 181,021,000
A kron ( 3 ) ............ 99,768,000
T oledo  ( 3 ) ........... 90,223,000
C olum bus ( 3 ) . . .  71,034,000 
Y oungstow n (3). 53,059,000
D ay ton  (3 ) .........  49,497,000
C an to n  ( 4 ) .......... 39,540,000
E rie  (4 )................. 36,642,000
W heeling ( 6 ) . .  . 28,579,000 
Lexington  ( 5 ) . . .  10,503,000

T o ta l— 12 C i t i e s . .$1,844,841,000
*of Ind iv iduals , P a rtn e rsh ip s , and  C orpo ra tions .

Wholesale and Retail Trade
P ercen tag e  C hanges 

from  P reced ing  Y ear 
SA L ES SA L ES S T O C K S

D E P A R T M E N T  S T O R E S  (96)
A k ro n ...............................................................................
C a n to n ..............................................................................
C in c in n a ti.............................................. ........................
C lev e lan d ............ ...........................................................
C o lum bus............ ............................................................
E r ie ....................................................................................
P it tsb u rg h .......................................................................
S pringfie ld .......................................................................
T o led o .................... .........................................................
W heeling........................... ..............................................
Y oungstow n ..................................................................
O ther C itie s ....................................................................
D is tr ic t.............................................................................

W E A R IN G  A P P A R E L  (14)
C in c in n a ti.......................................................................
C leve land ........................................................................
P ittsb u rg h .......................................................................
O ther C itie s ................................. ..................................
D is tr ic t.............................................................................

F U R N IT U R E  (59)
C a n to n ..............................................................................
C in c in n a ti.................................................. ............... ..
C lev e lan d .......................................................... .............
C o lu m b u s .......................................................................
D a y to n .............................................................................
P it tsb u rg h .......................................................................
A llegheny C o u n ty ......................................................
T o led o ..............................................................................
O ther C itie s ....................................................................
D is tr ic t.............................................................................

W H O LESA LE T R A D E * *
A utom otive Supplies ( 5 ) ...........................................
Beer (5 ) ............... ............................................................
C lo th ing  and F urn ish ings ( 3 ) .................................
C onfectionery  ( 3) .  ......................................................
D rugs and D rug Sundries (3 ) .................................
D ry  G o o d s ( 4 ) ...............................................................
E lec trica l G oods ( 3 ) ....................................................
Fresh F ru its  and V egetables (1 2 ) .........................
G rocery  G roup (3 4 ) ....................................................
T o ta l H ardw are G roup  (1 9 ) ....................................

G eneral H ardw are  ( 7 ) ...........................................
In d u stria l Supplies (7 ) ..........................................
P lum bing  and  H eating  Supplies ( 5 ) ................

Jew elry (7 ) .................. ................................................ ..
M ach inery , E qu ip . & Sup. (exc. E lect.) (3 ). . .
M ea ts  and  M ea t P ro d u c ts  ( 3 ) ...............................
P a in ts  and  V arnishes (3 ) ..........................................
P ap er and  I ts  P ro d u c ts  ( 5 ) ......................................
T obacco and  Its  P roducts (1 4 ) ...............................
M iscellaneous (1 5 ) .......................................................
D is tric t— All W holesale T ra d e  (1 4 7 ) ..................

** W holesale d a ta  com piled by  U. S. D ep a rtm en t o f C om m erce, B ureau  o f  
th e  Census, 

a N o t ava ilab le .'
Figures in paren theses ind ica te  num ber o f firm s repo rting  sales.

Feb. first Feb.
1947 2 mos. 1947
+  6 +  7 + 6 4
+ 1 3 + 2 0 a
+  5 +  12 +69-
+  7 +  11 + 5 6
+  6 +  9 + 5 3
+ 1 1 +  9 + 4 2
+ 1 4 +  16 + 5 7
-  2 +  2 a
+  9 + 1 2
-  2 +  2 + 4 7
+ 2 0 +  19 a
+  8 +  16 + 5 0
+  9 + 1 3 + 5 7

-  8 +  1 + 5 6
-  4 -  4 + 8 8
-  6 -  2 + 3 7
- 1 3 -  5 + 3 3
-  8 -  4 + 5 5

-  3 + 1 2 + 7 5
- 1 1 -  4 + 6 6
+ 1 5 + 1 3 + 6 5
+  8 +  10 + 2 8
+  1 + 1 0 a.

a a a.
+ 2 3 + 3 1 a.
+  7 + 3 3 a<
+  7 + 1 1 + 6 4
+  7 + 1 2 + 5 7

+ 1 8 + 2 2 + 3 0
- 3 1 - 2 2 + 100-
- 3 1 - 2 2 at
+  9 +  15 at
- 1 7 -  3 a
+  2 a + 9 4
+ 4 3 a a
- 0 - +  5 + 1 7

+ 1 0 +  9 + 4 4
+ 5 3 + 5 3 a
+ 4 5 + S 3 + 6 9
+ 3 8 + 3 3 a

+  102 + 7 6 a
- 2 8 - 3 2 a
+ 6 0 + 5 7 a
+ 5 7 + 4 6 + 4 0
+ 8 5 + 5 6 a
+ 3 5 + 4 1 a
+ 1 3 + 1 7 + 2 9
+ 3 5 + 2 9 + 4 0
+ 1 7 + 2 3 + 5 2 .
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SUMMARY OF NATIONAL BUSINESS CONDITIONS
By the Board of Governors of the Federal Reserve System

Ind u stria l o u tp u t and em ploym ent were m ain
ta ined  in F eb ruary  and the  early  p a rt of M arch  at 
the  record peacetim e levels reached in Jan u ary . 
Value of d ep artm en t store sales has continued a t a 
seasonally ad justed  ra te  close to  the level prevailing 
since early  las t sum m er. W holesale com m odity 
prices have advanced fu rther.

Industrial Production
Ind u stria l production, as m easured by the B oard’s 

seasonally ad justed  index, was m ain tained  in F ebru
ary  a t the  Jan u a ry  ra te  of 188 percent o f th e  1935-39 
average.

O u tp u t of durable m anufactu rers was slightly 
above the Jan u a ry  ra te , owing m ainly to  increased 
ac tiv ity  in the  autom obile in d u stry  and to  a some
w hat g rea ter th an  seasonal gain in production  of 
lum ber and o th er building m aterials. T he num ber 
of autom obiles and trucks assem bled reached a new 
postw ar peak which was abou t the  sam e as the  1941 
average.

T he B oard’s index of steel p roduction showed a 
slight gain in F eb ru ary  as a 9 percent increase in 
o u tp u t a t electric furnaces m ore th a n  offset a 2 
percent decline in p roduction  a t open h ea rth  furnaces. 
In  M arch  scheduled operations continued to  advance, 
reaching a new postw ar high of 97 percent o f capacity  
in the  la s t week of th e  m onth .

O u tp u t o f m anufactu red  food p roducts declined 
som ew hat in F eb ruary , a fte r allowance for th e  usual 
seasonal changes, owing largely  to  a reduction  in the 
processing of fru its and vegetables. A ctiv ity  showed 
little  change a t tex tile  mills, and also in industries 
producing chem icals, rubber p roducts, and m ost 
o ther nondurable m anufacturers.

M inerals production was m ain ta ined  a t th e  Ja n u a ry  
ra te , as a 6 percent decline in coal o u tp u t was offset 
in the to ta l by increased p roduction  of crude petro leum  
and m etals.

Construction
Value of construction  co n trac ts  aw arded in F ebru

ary  was abou t the  sam e as in D ecem ber, according 
to  the F. W . Dodge C orporation. A w ards in Ja n u a ry  
had been abou t one-fourth  higher, owing m ainly to  
several large public and p riv a te  projects. Value of 
aw ards for p riva te  nonresidentia l construction  con
tinued  to  show little  change from  th e  reduced levels 
reached in N ovem ber. T he m axim um  am oun t of 
th is  general ty p e  of ac tiv ity  perm itted  under Federal 
orders was raised substan tia lly  on Ja n u a ry  10th.

Distribution
D epartm en t store sales in F eb ruary  and the first

ha lf of M arch showed abou t the usual seasonal 
advance, and the B oard’s ad justed  index of sales 
during the first q u a rte r o f the  year is likely to  be a t 
about the sam e average level as during  the  fourth  
q u arte r of last year, w hen the  index was close to  270 
percent of the 1935-39 average. V alue of d ep artm en t 
store stocks showed a g rea te r th an  seasonal increase 
in F eb ruary  and the  prelim inary  ad justed  stocks 
index reached a level o f 280 percent o f the  1935-39 
average.

Shipm ents of coal and m ost o th e r classes of revenue 
freight declined som ew hat in F eb ruary , owing in p a rt 
to severe w eather conditions, and th en  advanced 
during the first tw o weeks of M arch. Loadings of 
forest products, how ever, were considerably above the 
Jan u a ry  ra te  th ro u g h o u t th is  period.

Commodity Prices
W holesale com m odity prices continued to  rise 

during F eb ru ary  and th e  first h a lf  o f M arch. T he 
B ureau of L abor S ta tis tic s’ index of wholesale prices 
a t 149 (1926 =  100) was one-th ird  above th e  level o f 
last June. T here  were sharp  increases to  a new  high 
level o f 184 in th e  index for farm  products and th e  
average o f prices o f com m odities o th e r th a n  farm  
products continued to  rise.

Bank Credit
D eposits o f businesses and  individuals a t com 

mercial banks declined sharp ly  and T reasu ry  deposits 
a t Federal Reserve B anks increased in F eb ru ary  as 
a result o f large ta x  paym ents. T h is  sh ift o f funds 
to  T reasu ry  accounts a t th e  R eserve B anks p u t a 
drain  on m em ber bank  reserves, which was offset in 
p a rt by a decline in required  reserves and in p a r t by 
an increase in R eserve B ank holdings o f G overnm ent 
securities. In  the  first h a lf  o f M arch , however, w hen 
T reasu ry  deposits a t th e  Reserve B anks were draw n 
down in connection w ith  cash re tirem en t of abou t 
3 billion dollars o f m a tu rin g  securities, m em ber bank 
reserve positions were eased considerably and Reserve 
B ank holdings o f G overnm ent securities declined 
sharply. C om pletion  of th e  U nited  S ta tes p aym en t 
to  th e  In te rn a tio n a l M o n eta ry  F und  in F eb ru ary  
resulted  in a decline in th e  to ta l m oneta ry  gold stock 
of the  T reasu ry  and in offsetting changes in o th e r 
T reasu ry  and Federal Reserve accounts w ith o u t 
affecting m em ber bank  reserve balances.

Com m ercial and in d u stria l loans increased fu rth e r 
a t banks in leading cities. Real esta te  loans rose 
m oderately . H oldings of G overnm ent securities were 
reduced fu rth e r in F eb ru ary  th rough  sales to  m ain 
ta in  reserve position and  were increased som ew hat 
early  in M arch  as purchases o f T reasu ry  bills and 
certificates were larger th a n  th e  am ount of re tired  
issues held by these banks.
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