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FINANCIAL DEVELOPMENTS DURING 1947
The rising cost o f  living has probably commanded 

more wide-spread attention during 1947 than any 
other economic problem.

During 1947 the over-all physical volume o f pro
duction was at record high peace-time levels. For 
example, the Federal Reserve Board Index o f In
dustrial Production averaged about 10 percent higher 
in the first ten months o f  the year than in the cor
responding period o f  last year. The over-all volume 
o f farm production in 1947 was about on a par with
1946. The rise in prices, therefore, cannot be attrib
uted to any failure o f America’ s farms, mines and 
factories to produce abundant supplies o f goods. 
Instead, a search for the cause o f  the advance in living 
costs must lead directly to the demand for goods, a 
measure o f which is the flow o f  money.

Increased The amount o f money in the form o f 
Flow of currency is virtually unchanged from a 
Money year ago, but checking accounts o f  indi

viduals and businesses are significantly

larger. In the Fourth District, such deposits at weekly 
reporting banks over the four weeks ended November 
12 averaged 6 percent higher than in the correspond
ing period last year. The volume o f  debits against 
those accounts, furthermore, was up 16 percent for an 
even greater gain, indicating a more rapid rate o f 
money turnover than prevailed last year.

The cost o f  living is higher than a year ago, there
fore, because the flow o f  money has expanded more 
than the physical volume o f  production o f  goods and 
services. Both elements in the flow o f money, i.e., 
the quantity o f money and the rapidity with which it 
is spent, are well above the levels o f last year. These 
two elements have been affected by numerous factors 
such as foreign demands for U. S. products, expansion 
programs o f business, the budget position o f  the 
Treasury, increased incomes, and the spending and 
saving decisions o f millions o f  families. Furthermore, 
rising prices in themselves have stimulated increases 
in the money supply and the turnover o f  money, which 
in turn have contributed to still further price advances.

Changes in Money in Circulation 
Cumulative from December 27, 1944 

(Wednesday figures)

. . . despite the sharp spurt in early September, caused by 
“ leave”  bond redemptions, money in circulation is run
ning slightly below a year ago.

Deposits of Reporting Member Banks 
Fourth District 
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The Increase In Deposit Credit During 1947
The most important direct cause o f  the increase in 

demand deposits over the past 12 months has been 
the expansion o f  loans by commercial banks.

In this period total loans o f  commercial banks in
creased more than $6 billion. In the absence o f any 
counteracting forces, this would have brought about 
an increase in the money supply by a corresponding 
amount. Other direct causes o f  the increase in demand 
deposits were gold imports o f about #2 billion and the 
expansion o f  commercial bank bond portfolios by 
approximately 31 billion.

Causes of 
Loan Expansion Roughly half the gain in com 

mercial bank loans during 1947 
may be attributed to loans to 

business, while the remainder has resulted from con
sumer loans and loans on real estate. Loans to busi
ness have been stimulated during 1947 in part by 
decisions to add to inventories, by programs to expand 
capital equipment, and by the large working capital 
needs which have been dictated by the record high 
physical and dollar volume o f business activity.

The expansion o f consumer loans has been due 
largely to the increased availability o f  durable con
sumer goods. Real estate loans have advanced partly 
because o f new residential construction, but a con
siderable portion o f  the lending has financed purchases 
o f existing properties, often by somewhat reluctant 
buyers who normally would be interested only in rental 
housing.

Inflationary 
Aspects of 
Bank Lending

A net increase in bank loans is in
flationary unless it is matched by 
gains in the supply o f  goods and 
services. Furthermore, the gain in 

supply must be a net or over-all increase, rather than 
a mere diversion o f production from one activity to 
another. Probably a substantial proportion o f the 
net expansion in bank lending this year could there
fore be termed inflationary, inasmuch as bank loans 
have expanded at a faster rate than has the physical 
volume o f  business activity.

Although the expansion o f bank loans has contrib
uted to rising prices it is equally true that rising 
prices have helped to swell the volume o f bank lending. 
Higher prices for consumer goods, for new houses, or 
for business inventories have necessitated increases in 
the average size o f  loans and thus in the total volume 
o f loans. This reciprocal relationship between loan 
expansion and price increases, which is an aspect o f 
the “ inflationary spiral”  that has been referred to so 
frequently o f late, certainly has been present during
1947.

Cash Position 
of Treasury

While increases in commercial bank 
loans and bond holdings and a sub
stantial influx o f  gold have been 

working to expand the money supply, the effects 
fortunately have been offset to a considerable degree 
by an excess o f Treasury cash receipts over outgo. 
Over the last 12 months this excess has amounted to 
about $6 billion. For the most part the excess 
receipts have been used to retire short-term Govern
ment obligations held by the Federal Reserve banks 
and commercial banks, a procedure which actually 
decreases deposits.

Factors Increasing the Turnover of Money
Reduced During 1947 the average dollar has been 
Personal spent more quickly than in 1946, thus 
Saving swelling total expenditures and exerting 

an upward pressure on prices.
Higher wages and salaries, coupled with a decline 

in the rate o f  saving, have been an important cause 
o f the increased turnover o f  money during 1947. 
Despite higher incomes, the share o f  income saved 
in 1947 has been lower than in 1946 and actually 
has dropped below the level which prevailed in 1940.

This decline in saving reflects increased expendi
tures on both durable and non-durable consumer 
goods. During 1947 such purchases, besides leading 
to the expenditure o f  a much higher proportion o f 
incomes than in recent years, may have induced as 
many as half o f  all families to dip into savings accu-

. . . the continued expansion of commercial loans is one 
of the outstanding features of banking during 1947.

MILLIONS 
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. . . holdings of Treasury bonds reached new record highs 
during mid-1947 and then leveled off.
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mulations o f  prior years. Price increases, in part stim
ulated by reductions in the rate o f saving, in turn have 
promoted further reductions in saving, inasmuch 
as many families whose incomes have lagged 
behind the rise in living costs have curtailed saving 
rather than experience a decline in living standards.

Increased Business Businesses which accumulated 
Expenditures liquid assets during the war

years likewise have been spend
ing them to finance plant expansions and also to meet 
increased needs for working capital.

During 1946, corporate holdings o f U. S. Govern
ment securities declined $6 billion or about 30 per
cent, and available data for the first half o f 1947 
indicate a continuation o f  the trend. In the same 
periods corporate inventories and accounts receivable 
greatly increased.

Business expenditures on new plant and equipment 
likewise have expanded considerably. In the first 
nine months o f 1947 such expenditures totaled almost 
$11 billion and exceeded the figure for the correspond
ing period o f 1946 by about 30 percent.

Curbing the Flow of Money
The reciprocating, spiraling relationship between 

the flow o f money and the level o f prices is not endless.
A decision on the part o f  buyers to postpone spend

ing until prices decline is one development that would 
slow down the flow of money and thus stop the 
upward trend in prices. In addition, the same result 
could be accomplished by reducing expenditures 
through a return to consumer rationing and price 
controls.

The upward trend in the money flow could also 
be halted by a sufficiently large excess o f Treasury 
cash receipts over expenditures to offset inflationary 
forces generated elsewhere in the economy. The 
expansion o f  the money flow likewise could be im
peded by the inability or unwillingness o f  commercial 
banks to expand the volume o f  their loans and holdings 
o f  bonds.

Annual Turnover Rate 
Demand Deposits Except Interbank and Government

(Weekly Reporting Banks—Fourth District)
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. . . checking account balances have been changing hands 
more rapidly this year.

Measures Taken During the latter part o f  1947 
During 1947 Federal Reserve officials inaugu

rated the policy o f  allowing yields 
on short-term obligations to rise in the hope that 
more attractive yields on short-term obligations and 
added uncertainty in the market would tend to dis
courage bank acquisition o f Treasury bonds from 
individuals and corporations.

Furthermore, Federal Reserve credit outstanding 
has been reduced by over $1 billion during the past 
12 months, chiefly through a reduction in holdings of 
Treasury bills. The Treasury used a great part of 
the excess o f  cash receipts over cash expenditures to 
retire Government obligations held by the Reserve 
Banks, a procedure which tends to reduce member 
bank reserves. However, this deflationary step in 
part was offset as banks recouped reserves by selling 
other Government obligations to the Reserve Banks.

Ordinarily, this net reduction o f $1 billion in 
Federal Reserve credit outstanding would involve 
some contraction o f  bank reserves and hence o f  
the lending power o f banks. However, the effect o f 
this measure has been more than offset by the impact 
upon reserves o f the flow o f gold into the United 
States. Member bank reserves at mid-November 
were almost a billion dollars higher than a year earlier.

But despite the rise in short-term rates, the retire
ment by the Treasury o f  obligations held by the 
Reserve Banks, the contraction o f  Federal Reserve 
credit outstanding, and some uncertainty regarding 
the cost o f  obtaining Federal Reserve credit, no slack
ening in the rapid increase in bank lending has 
occurred.

ANNOUNCEMENTS
On November 18, Mr. John T . Rohr, President o f 

The Toledo Trust Company, Toledo, Ohio, was 
elected a Class A director o f  this bank for a three-year 
term beginning January 1, 1948.

On the same date, Mr. Lawrence H. Lund, Vice 
President and Treasurer o f Westinghouse Electric 
Corporation, Pittsburgh, Pennsylvania, was elected 
a Class B director o f  this bank for a similar three- 
year term.

Both directors were elected by member banks in 
Group 1, consisting o f 38 banks, each o f  whose com
bined capital and surplus is $2,000,000 or more.

The First National Bank in Brownsville, Browns
ville, Pennsylvania, opened for business on November 
15, 1947, as a member o f the Federal Reserve System.

This newly-organized bank was established with 
capital o f $100,000 and paid-in surplus o f  $100,000.

Officers o f  the new member bank are:
Mr. Dale U. C ox ..................................................President
Mr. Geo. A. Stewart, Jr............................Vice President
Mr. M ont M ow der..................................................Cashier
Mr. Francis H. O ’ Donnell.................. Assistant Cashier

C O R R E C TIO N .— A map in the November 1 issue o f  
the Review indicated that in Allen County, Ohio, 
shares and deposits in savings and loan associations 
are equivalent to less than 20 percent o f  the time 
deposits o f  commercial banks. Allen County should 
have been included in the 51% —100% classification.
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INDUSTRIAL ACTIVITY DURING 1947
Industrial production as measured by the Federal 

Reserve Board’ s physical volume index was main
tained in 1947 at the very high level o f  186 percent 
o f  the 1935-39 average. The Fourth Federal Reserve 
District, with its predominant share o f  the nation’ s 
heavy industry, participated in this surge o f  activity. 
Industrial production during the first ten months o f 
the year averaged 10 percent above the comparable 
months o f  1946. The value o f  these products, how
ever, has been considerably greater because o f  the 
rise o f prices in 1947.

The gain in physical output o f  goods has not been 
equally distributed as between durable and non
durable goods. Production o f  such durable manu
factures as iron and steel, machinery, transportation 
equipment, nonferrous metal products, and lumber 
products rose about 18 percent when compared with 
last year. This increase may be largely attributed 
to fewer labor disputes, a more even flow o f  materials, 
increases in plant capacities, utilization o f  new 
machinery, and to somewhat higher labor productivity 
in some lines o f  endeavor.

The index o f  nondurable manufactures increased 
only 5 percent when compared with the same months 
o f  1946. Nondurable lines that experienced declines in

{>roduction included shoes, cotton and woolen textiles, 
eather, and rubber products other than tires. Other 

nondurable lines that increased production included 
rayon, cigarettes, paper pulp, printing and publishing, 
petroleum products, and industrial chemicals.

On an over-all basis, industrial production, par
ticularly o f  durable goods, was probably very close 
to full capacity. Several factors will continue to 
forestall much further expansion in physical produc
tion in the near future. Among them are the basic 
shortage o f  nearly all iron and steel products, the 
shortage o f  transportation equipment, virtually full 
employment o f  the labor force and a shortage o f  most 
types o f  skilled labor, and finally, a shortage o f  such 
basic fuels as high grade coke, metallurgical coals,

U. S. Steel Ingot Production 
Monthly

MILLIONS or TONS

fuel oil, and gas. As these deficiencies are gradually 
overcome, it may be possible to expand production 
still further, but it is not a process that can be accom
plished overnight.

Iron and The iron and steel industry established a 
Steel new peacetime record in October with

the production o f 7.6 million tons o f  steel 
ingots and steel for castings. Current operations are 
close to 97 percent o f  theoretical capacity and a con
tinuation o f  this rate would yield a total for the year 
o f  nearly 85 million tons. The highest peacetime 
tonnage ever reported was in 1941, when 82.8 million 
tons o f  steel were produced.

Despite this outpouring o f steel, the supply situa
tion with respect to flat rolled and tubular products 
continues to be as deficient as at the end o f the war. 
Hot carbon bars and wire items also are in very short 
supply.

Little relief in the immediate future is in prospect 
despite the recent addition o f new capacity. Scrap 
is in extremely short supply and low grade coke is 
holding down pig iron production. Blast furnace 
repairs scheduled to take place this winter will also 
serve to restrict the supply o f  iron.

Motor Car Output o f passenger automobiles in 
Production the United States during 1947 will 

approximate 3.5 million cars. Although 
this rate o f  production was exceeded in nine o f the 
years from 1923 through 1941, it remains a notable 
achievement for the industry. M onthly production 
was more stable than in any previous year due to a 
minimum o f  model change shutdowns. The 1946 
labor and material difficulties continued on a dimin
ished scale through 1947 and severe shortages o f 
sheet steel and other metal items, a lack o f  unskilled 
labor, and intermittent work stoppages among sup
pliers and major producers combined to restrict 
industry output to an estimated 65-75 percent o f 
capacity.

U. S. Passenger Car Production 
Factory Sales 

Monthly
THOUSANOS 
OF U N IT S

high as the war peak of 1944.
. . . production of passenger cars in 1947 was more stable 
than in any year in the past two decades.
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The demand for parts has been unprecedented 
because o f  a tremendous advance in the average age 
o f  cars. Accessories volume was large because o f the 
common dealer practice o f  including accessories as 
an integral and profitable part o f most new car sales. 
The volume o f sales from parts and accessories is at 
an annual rate o f almost 32.5 billion at wholesale, 
compared with the prewar 1941 record level of 
3718 million.

During 1948 a shift from truck to automobile pro
duction may occur. The present record-breaking 
sustained rate o f production o f over 100,000 trucks 
per month may be more than enough for that market 
during 1948. There is already a slackening in demand 
for the heavier models.

The unofficial production goal for 1948 is reported 
to be six million vehicles, a figure never before 
attained. The first indication o f an eventual down
turn in demand probably will occur in the almost- 
new car markets which are now experiencing a seasonal 
slump in the northern states.

Construction I f  performance in the first nine 
Activity months o f 1947 is indicative o f

annual volume, the year’s total con
struction activity in the Fourth District, as measured 
by construction contracts awarded, will be about 
3700 million, slightly less than last year. Residential 
construction contracts may surpass the year-before 
total o f #303 million if the early fourth quarter rate 
is maintained. The situation differs from area to 
area. In the Cincinnati and Pittsburgh territories, 
residential building contracts are ahead o f last year, 
but in the Cleveland region the 1947 volume is lower 
than 1946.

I f  the level o f general business remains high, the 
rate o f construction activity may depend mainly upon 
supplies o f  labor and materials. In some parts o f 
the Fourth District, building craftsmen such as brick
layers remain scarce. The items o f building materials 
that continue more or less universally in short supply

Residential Building Contracts Awarded 
Fourth District

MILLIONS 
Or DOLLARS

. . . residential construction is holding up much better 
this quarter than a year ago.

include gypsum products, millwork, metal pipe, 
plumbing fixtures, and nails. In other products 
such as brick, capacity exists to match almost any 
foreseeable demand. Stocks o f brick at Fourth 
District manufacturers were 47 percent above a 
year ago, and unglazed tile stocks were double those 
o f  last year. Manufacturers o f polished plate glass 
are operating at near capacity and average monthly 
production o f 21 million square feet in the first ten 
months o f 1947 broke all previous records, as reported 
by the Hughes Statistical Bureau. Cement produc
tion has increased until it is more than 70 percent 
above 1939-, and current gypsum board production 
is five times 1939 output. The composite average 
o f all building material production shows about 30 
percent increase over 1939.

The Bureau o f Labor Statistics index o f  wholesale 
prices for building materials reached 186 in October, 
a gain o f  38 percent in twelve months.

Machine T oo ls  N o generalized statement can be 
made with regard to the present 

status o f the machine tool industry. Some com
panies are busy and have substantial order backlogs, 
while others are shipping standard machines from 
stock and need more business. For most producers, 
present volume is unsatisfactory.

Order backlogs, as reported by the National 
Machine Tool Builders Association, were estimated 
at about 3118 million at the end o f  the third quarter, 
or a decline o f  $62 million from the corresponding 
date last year. Attendance and interest displayed at 
the recent National Machine Tool Show was so good, 
however, that the industry anticipates a substantial 
rise in new orders over the coming months.

The outlook for export sales is not encouraging. A 
very large part o f past business was done with foreign 
nations, but the recent dollar shortage has substan
tially reduced this volume. The Marshall plan is 
primarily concerned at this time with supplying 
Europe with food, coal, medical supplies, and clothing. 
The phase o f furnishing production equipment 
apparently will not begin before late next spring 
or summer.

C oal Estimated production o f  bituminous coal in 
the United States this year, through the 

week ended November 22, was 551 million net tons, 
or about 13 percent above 1946. The increase is 
due to the absence o f prolonged work stoppages such 
as those o f last year, as well as to a small increase in 
productivity that has partially offset the reduction 
in the number o f hours worked.

Inability to obtain an adequate supply o f  hopper 
cars still hampers District mines. Retail coal dealers 
report that yard stocks are generally low with coal 
being rationed to their customers. Some improve
ment should take place with the close o f the lake 
shipping season and the further reduction in coal 
exports to Europe.
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R u b b er Contrary to predictions made early in the 
year o f  an approaching saturated tire 

market, production and demand for passenger car, 
bus, and truck casings continued at a very high level 
through the first nine months o f  1947. High con
sumer incomes and a steady flow o f  new vehicles from 
the factories aided in sustaining demand. Generally 
favorable weather stimulated passenger car driving, 
as evidenced by continued large gasoline consumption, 
and increased tire wear beyond earlier expectations.

Production o f passenger car casings totaled 57.4 
million units in the first nine months o f  the year, as 
compared with 47.5 million in the corresponding 
months o f  1946. Shipments o f  passenger tires for 
original equipment and for the export markets rose 
from 7.4 million units in 1946 to 15.5 million units 
in 1947. Expansion o f these two markets largely 
accounts for the increased shipments in 1947. Factory 
inventories currently represent about two weeks’ 
production.

Output o f  truck and bus casings also showed a 
substantial gain for the first three quarters o f  the 
year, amounting to 13.5 million casings, as compared 
with 11.5 million in the same months last year.

Total sales o f  passenger car casings for 1947 have 
been estimated at about 75.4 million, or 9 million units 
above the record established last year. Estimated 
sales o f  truck and bus casings total approximately 
17.4 million which would exceed the 1946 total by 1.6 
million units.

Controls over the use o f natural rubber were pro
gressively relaxed during 1947. All inventory restric
tions were abolished, and all rubber products, with 
the exception o f items in the transportation industries, 
may now contain any amount o f natural rubber. 
Restrictions on the use o f  natural latex are still in 
effect.

Rubber prices have moved erratically since the 
Government import monopoly was terminated on

U. S. Passenger Gar Tire Production
Monthly

MILLIONS 
OF UNITS

. . . tire production is increasing again despite earlier pre
dictions of a saturated market.

April 1. Spot prices o f  natural rubber dropped from 
25.8 cents per pound on that date to a low o f  14 cents 
on June 24. By early Novem ber the price had ad
vanced again to 25 cents per pound. Recent strength 
in the rubber market is attributed to the slow progress 
in reopening Far Eastern rubber plantations, unex
pectedly high requirements o f  the tire industries, 
removal o f  inventory and use restrictions on natural 
rubber, and persistent rumors that the Government 
is about to renew its stockpiling program.

Exports o f the rubber industry will set a new 
record in 1947, according to Department o f  Commerce 
figures, and may approximate 3200 million or 5 to 7 
percent o f domestic production. Exports reached a 
peak o f 321.3 million in M ay, but by September had 
declined to 313.6 million. Average monthly exports 
in 1939 were 33.0 million. Growth o f manufacturing 
facilities abroad and a shortage o f  dollar exchange 
are likely to reduce exports in 1948.

Household Production o f  the more important 
Appliances types o f consumer goods was at record- 

breaking levels during the first three 
quarters o f 1947. Although output figures are not 
yet available for the final quarter, indications are 
that this level o f activity was fully maintained.

Increases in monthly rates o f  unit production, as 
compared with prewar 1941, range from 35 percent 
for radios to 154 percent for electric ironers. Electric 
refrigerators are the only item in the group o f seven 
consumer durable appliances which failed to achieve 
the 1941 monthly average.

Monthly Average Unit Factory Sales
9 Months Percentage

1941 1947 Change
Electric Ironers............ 18,000 45,675 +  154%
Vacuum Cleaners**. . . 139,034 302,255 +117
Washing Machines... . 163,324 338,072 +107

(electric and gasoline)
Electric Ranges............ 56,988 80,603 +  41
Gas Ranges**............... 125,000 176,424f +  41

1,019,832 1,374,657 +  35
Electric Refrigerators. . 275,297 250,986 -  9

t Eight months. 
* Production. 
**Shipments.
Sources: American Washer and Ironer Manufacturers’ Associa

tion, Vacuum Cleaners Manufacturers’ Association, National 
Electric Manufacturers Association, Radio Manufacturers Associa
tion, and Bureau of the Census.

Production and sale o f consumer durable appliances 
has increased more than the Federal Reserve season
ally adjusted index o f production for durable goods 
manufactures. This index averaged 188 for the first 
nine months o f 1941 and 218 for the first nine months 
o f 1947, or an increase o f only 16 percent. In contrast 
to this nominal rise, factory appliance sales rose 69 
percent on the average for the same period. These 
increases are based on unit sales or physical volume 
and, therefore, are not influenced by the rise in 
prices since 1941.
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With one or two possible exceptions, there is little 
evidence as yet to indicate that retail sales o f these 
appliances are failing to keep pace with factory 
output.

Factory sales o f portable and table ironing machines 
have increased steadily since the end o f the war. 
Total sales in all o f 1946 amounted to 125,000 units, 
whereas 411,000 machines were sold in the first nine 
months o f 1947. The best previous year in the 
industry was achieved when 180,000 ironers were 
sold in 1936.

Vacuum cleaner shipments have also been at a 
high level. M onthly shipments averaged 302,000 
units, o f  117 percent above the 1941 average, for 
the first three quarters o f  the year. September ship
ments aggregated nearly 329,000 machines.

Sales o f  household washing machines continued to 
rise every month and were more than twice the 1941 
rate. September output amounted to about 395,000 
units, as compared with the 1941 monthly average 
o f 163,000 machines. The most interesting develop
ment, this year, has been consumer acceptance and 
demand for the high priced automatic or semi
automatic washing machine. About 30 percent o f 
all machines sold were o f  this type. Nearly every 
important washing machine manufacturer is now 
selling, or has under development, some kind o f 
automatic machine, whereas in 1941, only two 
manufacturers were producing relatively small num
bers o f  this type o f  washer.

Electric and gas ranges were sold at a rate 41 
percent above the 1941 level in the first three quarters 
o f the year. Increases in output o f electric ranges 
were especially marked, rising from 56,000 units in 
January to 103,000 in September. Shipments o f  gas 
ranges in the third quarter o f the year were slightly 
less than the rate prevailing in the first half o f the 
year. Increased residential construction in suburban 
areas not now served by gas utilities may partially 
account for this downtrend.

Although production o f radios averaged 35 per
cent above the 1941 rate for the first nine months o f 
this year, output has receded substantially from the 
crest attained last April. Output o f  FM -A M  sets 
doubled between January and September. Tele
vision receivers are also being turned out at an 
accelerating rate: 15,700 were produced in Septem
ber, as compared with 5,400 in the first month o f  the 
year. The prewar practice o f  giving a trade-in 
allowance for old sets has been re-established by 
some manufacturers and retailers.

O f all major household appliance producers, only 
electric refrigerator manufacturers were delayed in 
bringing production above the 1941 rate. Production 
for the first nine months was 9 percent below prewar, 
but September output o f  290,000 units finally topped 
the 1941 monthly average by about 5 percent.

Ceramics Conditions in the dinnerware branch of 
the ceramic industry have changed 

little in the past year. Orders continue to be received

in a volume far in excess o f the productive capacity 
o f  most plants, and customers are still on an allot
ment basis. Prices advanced slightly in September 
to compensate for wage increases and these adjust
ments were readily accepted by consumers. Potteries 
are short o f sufficient skilled labor, although the 
number o f apprentices at work has increased.

Imports o f pottery from England, Germany, and
apan increased to some extent this year, and although
igh priced, it has found a ready market. Dealer 

stocks o f  both imported and domestic ware are still 
believed to be inadequate. Demand for art pottery 
also is good.

Shoes District shoe production o f 14.3 million pairs 
in the first three quarters o f 1947 showed a 

gain o f 9 percent over the output o f 13.2 million 
pairs in the corresponding period o f  1946. This was 
in favorable contrast to a year-to-year loss o f  14 
percent in national shoe production.

The national decline may be attributed, in part, to 
high shoe prices which had the effect o f  curtailing 
demand at the retail level so that manufacturers’ 
output was restricted not only to less than that o f 
last year, but to 10 percent below 1941. Unit retail 
sales o f  shoes in the first seven months o f  the year 
were estimated by the Department o f  Commerce to 
be as much as 20 percent below the corresponding 
period o f  1946, although dollar volume was some
what greater.

An additional factor was the lower output o f play 
shoes and other novelty types o f  footgear which had 
been made in greater quantities when hide and leather 
stocks were extremely low during and immediately 
after the war. The 1947 supply o f  domestic hides 
was, on the whole, in excess o f the previous year. 
However, the Federal Reserve Board index o f  leather 
products indicates that output o f  calf, goat, kid, 
sheep, and lamb leathers was below the prewar level, 
while cattle hide leathers were considerably more 
abundant. The supply o f  imported hides and skins, 
too, did not reach former proportions, and the United 
States was in the unusual situation o f  exporting more 
hides than were bought in foreign markets.

The weak hide market in the first five months o f 
the year led to a general hand-to-mouth buying 
policy on the part o f  tanners, shoe manufacturers, 
and retailers. Shoe prices, however, remained firm 
while manufacturers reduced output. Leather prices 
resumed their upward advance in June, and by 
October were 10 percent higher than in January and 
45 percent above a year ago. When retailers re
entered the market late this summer to replenish 
inventories, wholesale prices were firm and about 3 
percent above the first o f the year. Since wholesale 
shoe prices do not fully reflect the rise in labor and 
leather costs, it is anticipated that further price 
increases will be made.
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AGRICULTURAL DEVELOPMENTS 
DURING 1947

Farm output this year closely approximated the 
record o f a year ago, and was substantially above 
the average o f the past five years, which in the aggre
gate were the best in the nation’ s history. A near
record crop outturn was attained despite excessive 
rainfall at planting time, a mid-summer drought, 
and earlier than usual fall frosts. Marketings o f live
stock and livestock products nearly equaled those o f 
a year ago and were only moderately below the peak 
reached in 1944.

The nation’ s farmers so managed their crop and 
livestock enterprises as to obtain a high volume o f 
agricultural products despite such regional handicaps 
as the wettest planting season, the coolest July, and 
the warmest August in over 50 years o f record. This 
accomplishment suggests that, barring a nationwide 
drought o f  the mid-’ 30 variety, the nation’ s farmers 
are equipped and have the ability to maintain agri
cultural production at about one-third greater volume 
than was produced before the,war.

The large volume o f  agricultural output this year 
(36 percent above prewar) can be attributed mainly 
to an unprecedented harvest o f  such food grains as 
wheat and rice, an unparalleled volume o f dairy 
products, a near-record outturn o f sugar crops, and a 
continued high rate o f  livestock marketings.

Crops making record contributions to total output 
included wheat, rice, sugar beets, and pears. Heavy 
outturns were recorded for flaxseed, soybeans, buck
wheat, tobacco, peanuts, peaches, citrus fruits, grapes 
and truck crops. Above-average harvests o f hay, 
oats, beans, peas, and potatoes, together with the 
aforementioned crops offset below-average harvests 
o f corn, cotton, rye, barley, sugar cane, sweet potatoes, 
apples, sorghum grain and broom corn.

Of the crops which were below average, corn 
exerted the greatest influence because o f  its impor
tance as a feed crop. The smallest corn crop in 
more than a decade in the face o f  a heavy foreign 
demand for food grains has resulted in a feed supply 
situation less favorable than in any o f the past five 
seasons. Livestock men will be unable to maintain the 
heavy feeding rates to which they became accustomed 
in recent years. Feed grain carryover by next fall 
probably will be the smallest since the drought of 
1936. Fortunately, by-product feed supplies may 
be nearly as large as the record o f a year ago, and the 
quantity o f hay per animal unit is the largest on 
record. But despite these favorable factors, a further 
decline in animal numbers seems probable.

Continued high production o f meat animal prod
ucts and a rise in dairy products to an all-time high 
this year offset a ten percent decline in poultry and 
eggs, with the result that livestock and livestock 
products marketed during the year will be about 
equal to the preceding year and only about four 
percent under the all-time high o f 1944.

Cash Farm Dollarwise, most o f  the nation’ s farmers 
Income have reason to consider this a banner 

year. A  near-peak volume o f products 
from the farm marketed at prices which have averaged 
higher than in any previous year resulted in the 
highest farm income on record. Cash receipts from 
farm marketings are expected to total nearly 330 
billion, or 21 percent above 1946. Government pay
ments are estimated at 3350 million compared with 
3800 million in the previous year. This difference 
is due primarily to the discontinuance at mid-year 
of production payments instituted by the Govern
ment to avoid price rises at the retail level o f  such 
farm commodities as dairy products, beef cattle, hogs 
and sheep. All o f  these commodities were subject 
to price ceiling at retail until near the end o f the 
previous year.

A new high in both gross and net farm income is 
expected this year. Gross farm income (which 
includes cash receipts from farm marketings, Govern
ment payments, volume o f  farm products consumed 
on the farm, and rental value o f  the farm dwelling) is 
estimated at 334 billion, or 18 percent more than a 
year ago. Since production expenses appear to have 
increased by only 16 perc nt, the realized net income 
o f  farm operators is currently estimated at 318 
billion, or one-fifth more than the previous high estab
lished in 1946.

Farm It is significant that even in the
Indebtedness peak income years since the war 

farmers have found it desirable or 
necessary to increase bank borrowings. Both pro
duction loans and farm mortgage loans o f  commercial 
banks at mid-year were over 20 percent greater in 
amount than a year earlier. Recent surveys indicate 
these funds, for the most part, were being invested 
in farm land or farm improvements necessary to the 
operation o f more economical units.

The debt position o f the American farmer, however, 
is currently very favorable. His debt is low in rela
tion to both income and value o f  assets. Farm 
mortgage debt per acre has advanced but slightly 
since 1946, when it was at the lowest point in thirty- 
five years. Farmers short term debt at the beginning 
o f this year approximated the 1942 volume and was 
equal to about one-half the total o f such obligations 
two years after the close o f  World War I. The over-all 
situation, however, tends to obscure individual cases, 
thus far limited in number, where the debt load may 
prove burdensome when and if farm product prices 
decline and net incomes drop.

Rise in Although production expenses did not 
Costs increase as much as income, the percentage 

increase this year (16% ) was greater than 
in any year since 1942. All major items o f  expense 
were higher. The greatest increase occurred in the
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cost o f operating the record number o f  farm autos, 
trucks, and tractors in use today. Fuel and repair 
bills have advanced substantially. Miscellaneous 
operating expenses increased almost as much. In
creases o f 15 to 20 percent occurred in land rental, 
maintenance and depreciation charges on capital 
equipment, and in the cost o f  fertilizer and lime. 
Taxes, feed costs, and wages to hired labor, advanced 
by about 10 percent, and interest payments on farm 
mortgages rose for the first time in twenty-five years, 
since new debts were being incurred more rapidly 
than old mortgages were being paid. With the prices 
o f most production items still increasing, it seems 
probable that production expenses will rise further 
next year. I f  so, net income to farmers in 1948 may 
decline, even though gross income is maintained at 
about the present level.

Farm labor was more plentiful this year than a 
year ago but more costly. The number o f workers 
on farms increased by about \x/2 percent over last 
year, and wage rates advanced by about 10 percent. 
After reaching a low in 1945, the number o f farm 
workers has been steadily increasing so that a lack 
o f  workers was not an important factor in farm 
operations this year. . •

More important to farm output was the wide 
variations in the weather conditions. Excessive rain
fall delayed spring plantings by as much as six weeks. 
Abnormally cool, moist weather during the early 
summer retarded crop growth and prevented normal 
weed control measures in many areas. As a result, 
several spring-planted crops failed to make normal 
growth and were damaged by early fall frosts. This 
was particularly true o f corn, soybeans, and truck 
crops for processing.

Prices Farm prices moved somewhat contrary 
Received to expectations. Early in the year it was 

quite generally believed that prices re
ceived by farmers would weaken before year-end 
because o f favorable crop reports, and the possibility 
o f  some industrial recession. This belief was given 
further impetus by the downward trend in prices- 
received following the mid-March high, which occurred 
five months after price controls were lifted. How
ever, by midsummer, when it became apparent the 
corn crop would be below average and that foreign 
demand for food grains might take all the wheat that 
could be spared, prices took an upturn. This upswing 
has lifted prices-received to a point which is more 
than 20 percent above the postwar peak o f  World 
War I.

Prices The index o f prices paid by farmers has 
Paid advanced steadily month by month. In 

only one month o f the past two years has 
it declined. As a result, prices paid this year will 
average at least 18 percent higher than the 1946 level. 
Since prices o f  many production items tend to rise or 
decline less rapidly and turn downward later than 
prices received for farm products, it seems highly 
probable that prices paid will continue to advance. 
This has important implications for price supports in 
the coming year.

Support Parity prices, upon which support prices 
Levels are based, are adjusted upward or down

ward in accordance with prices-paid to 
allow farm products to be exchanged for goods and 
services on relatively the same basis today as prevailed 
in the base period 1910-14. Consequently as prices- 
paid advance, parity prices rise and carry support 
levels upward.

Price supports were announced for some 25 or 
more farm commodities during the year, but were 
operative on only a few o f them. Eggs, potatoes, 
turkeys, raisins, prunes, and tobacco were among 
some o f the commodities receiving active price 
support. The saving factor this year has been a 
domestic and foreign demand for products o f the 
farm which, with but few exceptions, absorbed all 
that could be produced. Domestic consumers with 
the highest personal income in the nation’ s history 
have been in position to bid strongly for food and 
other farm products. A strong domestic and foreign 
demand kept most farm product prices above support 
levels, but in the case o f a growing number o f  farm 
commodities, parity may creep up to a point where 
they may qualify for price support under existing 
legislation.

Fourth District Substantial variations in crop 
Variations ou tcom e occu rred  w ith in  the

District. Yields per acre o f all 
crops were reported to be significantly below normal 
in most o f  the northern half o f Ohio, northwest 
Pennsylvania, and southern quarter o f Kentucky. In 
the remaining portion o f  the District, crop yields 
were about normal. This is in sharp contrast with 
a year ago, when all portions o f  the District expe
rienced normal crop yields.

Winter wheat was the only major crop in the 
District which exceeded the crop outturn o f a year 
ago. Output o f  feed crops was down compared with 
a year ago. Production this year expressed in per
cent o f  the previous year reveals the extent o f the 
drop in output: Oats were down 63 percent; corn, 
18 percent; and hay, 6 percent. Production o f 
tobacco and potatoes was down 13 percent and 18 
percent, respectively, from the previous year. Killing 
frosts occurred earlier than usual this Fall and the 
ensuing substantial quantities o f  soft corn became 
a problem in the northern areas o f the District. 
Although cattle men reported a renewed interest in 
cattle at corn harvest time to consume the soft corn, 
shipments o f feeder cattle into Ohio will be about 
.one-fourth less than a year ago. Despite poor crop 
yields in an area roughly equal to one-third o f the 
District, cash receipts from farm marketings will 
probably be about one-fifth greater than in the pre
vious year. Higher prices and ample feed supplies 
from 1946 crops were important in maintaining 
income.
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DEPARTMENT STORE TRADE DURING 1947
The dollar volume o f department store sales in the 

Fourth District reached a new high level during 1947. 
Sales during each o f  the first ten months except 
August were higher than the corresponding month 
o f last year. That such gains were largely o f 
inflationary significance becomes clear as soon as 
adjustment is made for price changes. The accom
panying chart shows monthly indexes o f  dollar sales 
volume for 1946 and for ten months o f 1947, and also 
a separate series o f monthly indexes for 1947 in which 
adjustment has been made for estimated price 
changes. In the latter series, the index o f  sales 
volume for each month o f 1947 is adjusted for an 
estimate o f  increase in the level o f department store 
prices over the corresponding month o f 1946. All 
indexes shown in the chart are adjusted for seasonal 
variation.

Department Store Sales
1946 and 1947 

Seasonally Adjusted 
Fourth District

PERCEN T PERCENT

. . . dollar volume has been running about 10% higher 
than 1946, but unit volume has been 5 to 10% lower.

Lower Unit According to this estimate o f  the part 
Volume played by price rises in the increase 

o f  dollar sales volume, it appears that 
September was the only month during the first ten 
months o f 1947 during which the physical volume o f 
department store trade was higher than the corre
sponding month o f  last year. The year-to-year 
comparison for September, moreover, is strongly 
influenced by the low sales volume in September
1946 due to the power strike in Pittsburgh. During 
the first ten months o f the year as a whole, the 
physical volume o f department store trade was 
running at a level from 5 to 10 percent under that

* Each month in 1947 adjusted for increase or decrease in price 
over corresponding month of 1946, as shown by apparel and house- 
furnishings components of consumers’ price index, U. S. Bureau of 
Labor Statistics. Factors are weighted as follows: apparel 3, 
house furnishings 1, total 4.

o f 1946, while dollar sales averaged approximately 
10 percent.above last year’ s.

•
Sharpest increases in sales during the first ten 

months o f  1947, allowing for the seasonal factor, 
occurred during April, M ay, and September, whether 
or not adjustment is made for the effect o f  price 
changes. August was a poor month in department 
store sales, by any reckoning.

The decline o f unit sales by department stores to 
a generally lower level in 1947 has occurred at a 
time when production has been outstripping the 1946 
record. Thus the adjusted index o f  industrial pro
duction for the country as a whole was up by more 
than 10 percent during the first ten months o f the 
year, as compared with the same period in 1946. 
The adjusted index o f  non-durable manufactures, 
which is more significant for the commodities which 
move through department store channels, rose by 
about 5 percent during the same period. With 
greater production in general and smaller unit sales 
by department stores, a question is raised as to 
whether new resistances are being encountered in the 
distributive process, or whether it is simply a case o f 
internal shifts in production patterns and in distribu
tion outlets. The greatly increased volume o f exports 
may be a factor in the net balance o f  production and 
distribution.

Sales by Among the cities in the Fourth District, 
Cities Canton, Erie, and Pittsburgh have been 

outstanding in volume o f  department 
store sales during the first ten months o f  1947 as

DEPARTMENT STORE SALES 
Fourth District 
1946 and 1947 

Seasonally Adjusted 
(1935-39 =  100)

Percent Percent Percent
1946 1947 Change 1947 Change Change

Dollar Dollar in Adj. for in Dollar In Unit
Mo. Volume Volume Price* Price Volume* Volume*
Jan. 220 256 +19 215 + 16 -  2
Feb. 236 256 +21 212 +  8 -1 0
Mar. 246 257 +21 212 +  4 -1 4
Apr. 244 272 +20 227 +11 -  7
May 256 298 +  18 253 +16 -  1
June 272 284 +18 241 +  4 -1 1

July 260 281 +16 242 +  8 -  7
Aug. 286 273 +16 235 -  5 -1 8
Sept. 249 290 +13 257 +16 +  3
Oct. 248 271 +  12p 242p +  9 — 2p
Nov. 266 
Dec. 277 

* 1947 fVom corresponding month in 1946. 
p=» Preliminary
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compared with the same period last year. Each o f 
these cities registered an average increase in dollar 
sales by 10 percent or more during the period. Smallest 
increases were shown by Akron and Columbus, while 
the dollar sales volume in Wheeling failed to increase 
at all.

Measured against the sales volume o f the year 
1945, the cities which have made the best showing 
in 1947 are Canton, Cincinnati, and Pittsburgh, each 
o f  which scored a gain o f  approximately 40 percent 
over 1945 levels. Canton and Columbus have shown 
the greatest rise in sales over prewar, with increases 
in each case amounting to more than 200 percent 
over the 1935-39 average.

Sales by Sales by departments during 1947
Departments reveal marked shifts in the relative 

positions o f  the various departments. 
In some cases, such as the large percentage rise in 
sales o f house furnishings as a group, including major 
household appliances as a department, the showing 
in 1947 is a continuation o f the 1946 recovery and is 
attributable chiefly to the large-scale resumption o f 
certain lines which had necessarily been limited 
during the war. In other cases, however, 1947 has 
shown a pattern o f  sales quite different from that o f 
last year. W omen’ s apparel and accessories as a 
group failed to make any net gain in dollar sales 
during the first ten months o f 1947, in contrast with 
a moderate increase during the year 1946. Sales in 
this important group o f  departments averaged about 
one percent less during the ten months ending October 
1947 than during the corresponding months o f last 
year. The decline in physical volume o f  trade has 
been much greater.

M en’ s and boys’ wear departments, on the other 
hand, increased their sales as a group by approxi
mately 6 percent during 1947 to date as compared 
with the corresponding months o f  last year. This 
gain was substantially less than the 1946 increase 
over 1945 which had amounted to 36 percent for 
men’s and boys’ wear as a group. Allowance should 
also be made for the fact that variations among 
individual departments have been especially large 
within the men’ s and boys’ wear group. Thus men’ s 
clothing showed an increase in dollar sales o f nearly 
17 percent during the first ten months o f 1947, while 
sales o f boys’ clothing were practically stationary. 
Prospects for 1948 in the men’ s clothing department 
depend largely on whether the restocking o f service 
men’ s wardrobes has now been completed, and 
whether civilian demand, which had been deferred 
during the war, is approaching satisfaction.

For the first year since 1942, sales in the basement 
store have increased by a greater percentage than 
sales in the main store. Basement store totals have 
been up roughly 14 percent during ten months o f 1947 
as compared with the same period last year, while 
the main store increase has been only about 6 percent. 
Rapid increases in the cost o f living have undoubtedly 
been an important factor in shaping consumer pref
erences toward increased patronage o f the basement 
store.

Very few departments have been able to hold their 
own in unit volume during 1947. While it is not 
possible to apply an accurate index o f price changes 
by departments, an indication o f physical volume of 
trade may be obtained by noting that apparel prices 
and house-furnishings prices in general have increased 
approximately 20 percent between the average o f the 
first nine months o f 1946 and the average o f the 
corresponding months in 1947, according to the 
Consumers’ Price Index o f the United States Depart
ment o f Labor. When price increases o f such amount 
are considered in relation to the figures on dollar 
sales, it appears probable that no single group of 
departments, with the possible exception o f  the base
ment store total, maintained the 1946 level o f physical 
volume o f sales during 1947. The case is somewhat 
different for individual departments. Sales o f major 
household appliances unquestionably increased during
1947 on a physical volume basis by a considerable 
percentage. The following departments showed in
creases in dollar sales by amounts which may have 
been sufficient to offset the price increases involved: 
men’ s clothing, domestic floor coverings, and sport 
goods. It is highly unlikely that any other depart
ment has maintained or increased the physical 
volume o f sales during 1947.

Stocks Department store inventories in the Fourth 
District on January 1, 1947, stood at a level 

about 70 percent higher than at the opening o f  1946. 
Sharp declines occurred from April through July 
reflecting a caution in department store buying 
which was due, at least in part, to fear o f  an imminent 
recession in general business. Such caution also was 
associated with a desire to expedite the disposal o f 
goods which had been manufactured under the limita
tions o f  wartime conditions. By the end o f  July, dollar 
inventories were almost exactly at the same level as 
that o f a year ago. During the late summer and fall 
months buying policies were affected by a renewed 
belief that business activity in general, and the price 
level in particular, was due for a protracted period o f 
strength. August and September saw greater than
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seasonal increases in department store stocks in the 
Fourth District. When figures for the more recent 
months become available, they are expected to show 
the same trend.

Among the departments which have made the 
largest build-up o f  stocks in 1947 are major household 
appliances, men’ s clothing, men’ s and boys’ shoes, 
domestic floor coverings and sport goods. By contrast 
most o f the departments in the women’ s apparel and 
accessories section, as well as a variety o f other depart
ments such as lamps and shades, toys and games, and 
toilet articles, showed marked declines in inventories.

Outstanding Outstanding orders also have been 
Orders responsive to the renewed optimism

which affected department store 
buying policies during the summer o f this year. By 
M ay 31 outstanding orders had been reduced to the 
lowest dollar volume for the season since 1942, but 
during summer and fall, orders were increased again, 
and by more than the usual seasonal amount.

Gash and The composition o f sales as between 
Credit Sales cash and credit has been shifting 

slowly during 1947 toward the rela
tionship which prevailed before the war. January 
cash sales accounted for 45.3 percent o f  total depart
ment store sales in the Fourth District, while regular 
charge account sales and instalment charge sales were 
respectively, 47.3 percent and 7.4 percent o f the total. 
By October the proportions had become 41.9 per
cent in cash, 49.7 percent in regular charge, and 8.4 
percent in instalments. The average proportions in 
1941 had fluctuated around 40, 50, and 10 percent, 
respectively.

Until November 1, when Regulation W  was ter
minated, there was regulation o f  consumer credit 
with respect to instalment selling o f certain selected 
durable goods. Regulation o f charge accounts had 
been lifted by the revision o f  Regulation W , effective 
December 1, 1946. Thus the moderate growth in 
proportion o f charge sales during 1947 occurred in the 
absence o f regulation, while a similar increase took 
place in the proportion o f  instalment sales which were 
subject to regulation.

Collections Collections on regular charge accounts 
have varied very little from month to 

month during 1947. Nevertheless, the average rate o f 
collection, expressed as a percentage o f  the previous 
month’ s outstanding accounts, was only 52.4 percent 
for the first ten months o f 1947, whereas the average 
figure for the corresponding period last year was 59.8

percent, and the average for the period from 1943 to 
1946 was 60-65 percent. However, present collections 
compare favorably with the 46 percent rate o f prewar 
1941.

Collections on instalment accounts averaged 27.0 
percent during the first ten months o f 1947, as com
pared with an average o f  35.3 percent for the like 
period in 1946, and slightly under 20 percent for the 
year 1941.

In general, the 1947 record o f department stores in 
the Fourth District, both as to volume o f  credit sales, 
and as to collection rates, indicates that the outlook for 
credit stability is a mixed one. The fact that charge 
sales increased only moderately after decontrol in 1946 
might lend support to the hope that instalment sales 
will rise only moderately in the wake o f Regulation 
W ’ s ending. Furthermore, all ratios in 1947 appear 
conservative by prewar standards. On the other side 
is the fact o f  continued rise in the volume o f  depart
ment store credit and the fall in collection rates. 
Instalment terms are being relaxed in the absence o f 
statutory restriction and a rapid return to prewar 
levels during 1948, even if the trend should be halted 
when such levels are reached, might create an addi
tional strain in a situation where the inflationary 
danger is already recognized to be paramount.
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SUMMARY OF NATIONAL BUSINESS CONDITIONS
By the Board of Governors of the Federal Reserve System 

(Released for Publication November 27, 1947)

Industrial output increased further in October. Depart
ment store sales continued in large volume in October and 
the first half of November. The general level of whole
sale commodity prices advanced slightly further.

Industrial Production

Production of manufactures and minerals continued to 
rise in October, and the Board’s seasonally adjusted index 
o f industrial production reached a level of 189 percent of 
the 1935-39 average. This was the same as the rate 
prevailing during the first quarter of the year and 4 
percent above the third quarter average.

Output o f durable goods increased further in October 
to about the level that prevailed in the early months of 
this year, owing mainly to larger output of iron and steel. 
Operations at steel mills were at 97.6 percent of capacity, 
the highest rate since the end of the war, and this rate 
has been sustained in November. Activity in most 
branches of the machinery and transportation equip
ment industries increased somewhat further in October.

Production o f nondurable goods showed a slight advance 
in October to a level of 173 percent of the 1935-39 average, 
as compared with a rate o f 176 at the beginning of the 
year. The rise in October reflected mainly increases in 
activity at cotton mills and in the printing and publish
ing industry. Cotton consumption in October was 10 
percent above the reduced rate prevailing during the 
third quarter, but 10 percent below the rate in October 
1946. Newsprint consumption continued to expand and 
was 16 percent larger than a year ago.

Minerals output advanced somewhat in October, 
owing to further gains in fuel production and was about 
5 percent above the level at the beginning of the year. 
Most of the rise this year has been due to a 10 percent 
increase in crude petroleum output.

Employment

Nonagricultural employment continued to increase in 
October, owing mainly to the usual large pre-Christmas 
rise in wholesale and retail trade. In manufacturing, a 
seasonal reduction o f nearly 150,000 workers in the 
canning industry largely offset further gains in most other 
lines.

Construction

Value of construction contract awards, according to the 
F. W. Dodge Corporation, rose sharply in October follow
ing a decline in September and was only slightly below 
the August peak. Awards for residential building and 
utility construction showed the largest increase. The 
Department of Labor estimated that work was begun on 
92,000 dwelling units in October, the same number as

in September, and 82,000 units were completed as com
pared with 77,000 in September.

Distribution

Department store sales, according to the Board’s 
seasonally adjusted index, were 278 percent of the 1935-39 
average in October, as compared with 290 in September 
and an average of 280 during the first three quarters o f 
the year. In the first half of November sales showed 
more than the usual seasonal increase and were 11 percent 
larger than in the corresponding period o f 1946.

Commodity Prices

The general level of wholesale commodity prices in
creased slightly further in October and the early part o f 
November, reflecting advances in industrial commodities. 
Average price levels for farm products and foods were 
unchanged, as increases in cotton, cereal products, and 
fats and oils were offset by declines in prices of livestock 
products from the advanced levels reached in September.

Retail prices, according to the consumers’ price index, 
advanced 2 percent in September, reflecting a rise of 
4 percent in foods, 2 percent in rents, and an average 
increase o f 1 percent in' prices of other items. In October 
retail prices of foods apparently declined somewhat, while 
prices of various other items continued to advance.

Bank Credit

Rapid expansion in commercial and industrial loans 
continued at banks in leading cities during October and 
the first half o f November. Real estate and consumer 
loans also increased further.

Transfer of funds by the Treasury from war loan 
balances at commercial banks to Treasury accounts at 
Reserve Banks, together with Treasury retirement for 
cash o f Government securities held by Reserve Banks, 
resulted in a drain on member bank reserves in Jate 
October and again in mid-November. Banks obtained 
reserves to meet this drain largely through further gold 
inflows and by selling Government securities to the 
Reserve Banks.

Interest Rates and Bond Yields

Prices o f Treasurv bonds declined considerably in 
October and November, following an earlier decline in 
corporate bond prices. The yield on the longest 2j^ per- 
cent issue rose to 2.44 percent, compared with a low 
point for this year o f 2.28. Average rates on Treasury 
bills have risen gradually since last summer to .94 per
cent in November. A new 13-month 1H percent Treasury 
note has been offered in exchange for the percent 
certificates maturing December 1.
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DEPARTMENT STORE
Sales by Departments—October, 1947

As compared with a year ago 
(Compiled November 26, and released for publication November 28)

Neckwear and Scarfs.................................................................... ..................... +32%
Domestic Floor Coverings................................................................................  +29
Major Household Appliances........................................................................... +20
Lamps and Shades.............................................................................................. +18
Hosiery (Women’s and Children’s ) ................................................................  +18
Notions..................................................................................................................  +17
Sportgoods (Including Cameras)..................................................................... +16
Furs........................................................................................................................  +16
Blouses, Skirts and Knit Goods......................................................................  +14

Juniors’ and Girls’ W ear...................................................................................  +13
Silks and Velvets (Woolen Dress G oods).....................................................  +13
Luggage................................................................................................................. +12
■Corsets and Brassieres.......................................................................................  +12
Leather Goods (Small)......................................................................................  +12
Restaurants..........................................................................................................  +11
Beauty Salon........................................................................................................ +11
Millinery...............................................................................................................  +10
Men’s Clothing....................................................................................................  +  9
Housewares........................................................................................................... +  9
Coats and Suits (Women’s and Misses’) ....................................................... +  8
Shoes (Women’s and Children’s ) ....................................................................  + 6
Furniture and Beds............................................................................................  +  6
M AIN STORE T O T A L .................................................................................. + 6
Dresses (Women’s and Misses’ ) ...................................................................... +  6
China and Glassware.........................................................................................  +  5
Toilet Articles and Drug Sundries.................................................................. +  3
Cotton Wash Goods...........................................................................................  +  2
Silverware and Jewelry.....................................................................................  +  2
Books and Stationery........................................................................................  +  1
Laces and Trimmings........................................................................................  +  1
Photographic Studio..........................................................................................  +  1
Infants’ W ear......................................................................................................  -0-
Draperies and Curtains.....................................................................................  — 1
Toys and Games.................................................................................................  — 1
Art Needlework and Art Goods......................................................................  — 2
Aprons and Housedresses.................................................................................  — 4
Women’s Underwear.......................................................................................... — 5
Boys’ Clothing and Furnishings...................................................................... — 6
G loves....................................................................................................................  — 6
Men’s and Boys’ Shoes.....................................................................................  — 7
Handkerchiefs......................................................................................................  — 7
Domestics and Blankets.................................................................................... — 9
M en’s Furnishings (Hats and Caps)..............................................................  —10

Most departments during October showed gains in sales over a year ago.
The year-to-year comparisons, however, were much less favorable than those 
for September. In keeping with the year’ s trend, basem ent store sales 
outpaced m ain  store sales. Dollar volume was 19% higher than in October
1946 for the basement store, and only 6%  higher for the main store.

Although sales of m a jor h ou seh old  appliances were the highest on record 
for any month, the year-to-year percentage increase was only 20% , and was 
exceeded by two other departments. This was chiefly because October 1946 
had been a month of accelerated increase in sales o f such appliances.

Among other lines in the house furnishings group, dom estic floor Cover
in g s  registered a 29% increase in sales over last October. Since March, 
that department has regularly been second or third highest in the list of per
centage . gains for all departments. L am ps and  shades showed an 18% 
increase over October o f 1946. Sales declined, however, in draperies and 
cu rta in s , and dom estics and  blankets.

N eckwear and scarfs, with an increase of 32% over last October, regis
tered the largest year-to-year gain o f any department. Altogether, 11 o f 
the 16 departments in the women’s apparel and accessories group showed 
increases over a year ago, in contrast with the record of most o f the preceding 
months of this year, when the majority of such departments showed year- 
to-year declines.

Sales of m en 's  c lo th in g  were up 9%  over last October, setting a new 
high for the month. The other three departments in the men’s and boys’ 
wear section showed declines from a year ago. Sales of b oys ’ c lo th in g  and 
fu rn ish in gs , off 6% , were at a three-year low for the month.

Among other departments which showed decreases in the year-to-year 
comparison were toys and gam es, down 1% ; gloves, down 6% ; and h an d
kerchiefs, down 7%. Sales of gloves were the lowest for the month in 
five years. The volume of sales for all three of these departments, however, 
was higher in October than in September because of seasonal expansion.

All percentages refer to changes in dollar volume o f sales. Changes in the 
price level have not been taken into account.

TRADE STATISTICS
Inventories by Departments—October 31,1947

As compared with a year ago 
(Compiled December 2, and released for publication December 3)

Major Household Appliances....................................................................... +166%
Men’s Clothing................................................................................................  +  g j
Domestic Floor Coverings............................................................................  +  78
Men’s and Boys’ Shoes.................................................................................. +  S3
Shoes (Women’s & Children’s ) ....................................................................  +  38
Cotton Wash Goods.......................................................................................  +  37
Sport Goods (Including Cameras)..............................................................  +  34
Silks & Velvets................................................................................................  +  19
China and Glassware.....................................................................................  +  IS
Hosiery (Women’s & Children’s ) ................................................................  +  7
Corsets & Brassieres.......................................................................................  +  6
Luggage.............................................................................................................  -j- 6
Dresses (Women’s & Misses’) ......................................................................  +  5
Women’s Underwear.....................................................................  . +  7
MAIN STORE T O T A L .............................................................................. +  1
Domestics, Blankets and Towels................................................................  — 0—
Men’s Furnishings (Including Hats & Caps)..........................................  — 0 -
Silverware & Jewelry.................................................................................• . — 1
Furniture, Beds, Mattresses & Springs.....................................................  — 2
Millinery...........................................................................................................  ... 4
Infants’ Wear................................................................................................... — 5
Toys and Games.............................................................................................  — 6
Boys’ Clothing & Furnishings.....................................................................  — 9
Housewares....................................................................................................... — 9
Books & Stationery........................................................................................  — 10
Notions..............................................................................................................  — 11
Toilet Articles & Drug Sundries.................................................................  — 13
Coats & Suits (Women’s & Misses’) ..........................................................  — 13
Art Needlework & Art Goods......................................................................  — 14
Draperies & Curtains..................................................................................... — 15
Laces & Trimmings........................................................................................  — 18
Handkerchiefs..................................................................................................  — 20
Leather Goods (Small)..................................................................................  — 20
Gloves................................................................................................................  — 21
Neckwear & Scarfs.........................................................................................  — 21
Lamps & Shades.............................................................................................. — 25
Junior’s & Girls’ W ear................................................................................... — 25
Aprons, Housedresses & Uniforms.............................................................. — 26
Furs....................................................................................................................  _  27
Blouses, Skirts & Knitgoods......................................................................... — 29

Department store inventories in the Fourth District at the end o f October 
reached a new all-time high in total dollar volume. While the increase during 
October was considerably greater than seasonal, the level of stocks at the end 
of the month was only about one percent higher than at the same time last 
year. In all but nine departments, physical inventories were probably lower 
than a year ago.

Stocks reached record levels in m en ’s c lo th in g , up 83% from last October, 
and in m en ’s and  boys ’ shoes, up 53%. Such increases were sufficient to 
establish a new high for the men’s and boys’ wear departments as a group, 
in spite o f a decline of 9% in stocks o f b oy s ’ c lo th in g  and fu rn ish in gs, 
and no change in m en ’s furn ish in gs.

Inventories of the house furnishings departments as a group reached a new 
high for the month. All-time records were established by m a jor  hou seh old  
appliances, up 166% over last year, dom estic floor coverings, up 78% 
and ch in a  and glassware, up 15%. D om estics, b lankets and towels, 
however, showed no change, while declines in fu rn itu re , housew ares, and 
draperies and cu rtain s  ranged from 2% to 15%. Stocks of lam ps and 
shades were 25% below a year ago.

Among women’s apparel and accessories departments, w om en ’s and  ch il
dren ’s shoes, corsets an d  brassieres, and w om en ’s underw ear were in 
record supply, with gains over last year of 38%, 6%  and 2%  respectively. 
New highs for the month in four years or longer were reached in stocks of 
hosiery, and dresses. All other departments in the women’s apparel and 
accessories group showed declines in inventories from the level of October 
1946. Stocks in four o f those departments were down by 25% or more, with 
stocks of fu rs  reaching a three-year low for the month.

Stocks of sport goods were at a new all-time high, up 34% from last year, 
while stocks of toys and  gam es dropped 6%  from last October. Inventories 
in the piece-goods departments as a group were at a high for the month of 
October, although they were slightly below the September level.

Among the small wares departments, stocks o f laces and  trim m in gs, 
dropped to a four-year low for the month, with a decline o f 18% from last 
year. Stocks of to ilet articles and o f books and station ery fell to three-year 
lows for the month.

All percentage comparisons refer to dollar volume and not to physical in
ventories.

Indexes of Department Store Sales and Stocks
Daily Average for 1935-1939=100

Adjusted Without 
for Seasonal Variation Seasonal Adjustment
Oct. Sept. Oct. Oct. Sept. Oct.
1947 1947 1946 1947 1947 1946

SALES*
Akron (6) .................  281 290 265r 298 296 281r
Canton (5 ) ...............  322 346 304 351 342 331
Cincinnati (8) .........  28S 305 278r 302 311 295r
Cleveland (10)......... 260 234 253 260 266 253
Columbus ( 5 ) .........  316 331 300 331 331 315
Erie (3 ).....................  281 305 247r 301 302 264r
Pittsburgh (8) .........  267 276 218 283 281 231
Springfield (3 ) .........  281 299 260 297 296 276
Toledo (6) ................  256 269 251 279 280 274
Wheeling (6) ............ 235 256 242 237 264 244
Youngstown (3) . . .  308 312 283 323 321 297
District ( 9 6 ) ...........  271 290 248 290 293 265

STOCKS:
District.....................  238 222 232 274 246 268
r— Revised

October Department Store Sales by Cities*
(Compiled November 25, and released for publication November 28)

Sales During October 
%  Change from (Oct 1941= 100)

C ITY Sept.’47 Oct.’46 1941 1943 1945 1946 1947
Canton..........................  +  2 +  6 100 138 142 194 205
Akron............................. +  1 +  6 100 158 171 197 209
Youngstown.................  +  1 +  9 100 132 173 208 227
Pittsburgh....................  +  1 +22 100 127 166 181 221
Springfield....................  - 0 -  +  8 100 162 172 195 211
Columbus.....................  - 0 -  +  5 100 154 205 242 254
Toledo...........................  - 0 -  +  2 100 139 160 201 204
Erie................................  - 0 -  +14  100 144 154 176 201
F ourth  D istr ic t ......... -  1 +  9 100 135 166 198 216
Cleveland...................... -  2 +  3 100 139 165 199 204
Cincinnati..................... -  3 +  2 100 136 178 222 227
Wheeling....................... - 1 0  -  3 100 127 170 207 201

*Based on daily average sales.
During October, daily average sales in Fourth District department stores as 

a whole fell 1% below the September level instead of showing the customary 
September to October gain of around 6% . The unseasonally warm weather 
which prevailed throughout most o f  last month apparently checked the fall 
upswing o f trade which had begun in late August.
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FINANCIAL AND OTHER BUSINESS STATISTICS
Bank Debits*—October, 1947

(in Thousands of Dollars)
(Compiled November 13, and released for publication November 14)

%  Change 3 Months %  Change
October from ended from

1947 year ago Oct. 1947 year ago
ALL 30 C EN TE RS.......... 36,803,280H + 1 6 .5 %  318,904,415H + 1 2 .7 %
10 LARGEST CENTERS:

Akron..........................Ohio 3 267.774H + 5 . 9  3 692,507 +  1.2
Canton........................Ohio 108.264H + 18 .3  307.741H + 12.5
Cincinnati.................. Ohio 851,197 +  8.8 2,437,310H + 1 1 .4
Cleveland................... Ohio 1,761,628H + 1 3 .2  4,886,466H + 1 0 .8
Columbus................... Ohio 502.176H + 1 4 .9  1,370,296 + 12 .3
Dayton....................... Ohio 232,449H + 1 9 .2  662,624 + 17 .8
T oledo.........................Ohio 417,859 + 1 7 .3  1,147,301H + 12 .4
Youngstown............. Ohio 157.174H + 2 4 .4  426,887H + 2 4 .4
Erie..........................Penna. 88.854H + 1 8 .9  255.305H + 18 .8
Pittsburgh..............Penna. 1,800,436 + 2 5 .5  5,015,077H + 15 .5

Total................................  36,187,811H + 1 6 .6 %  ?17,201,514H + 12 .7%
20 OTHER CENTERS:

Covington-Newport.. Ky. $ 39,093 + 1 4 .5 %  ? 108,491 +  5 .5%
Lexington.................... Ky. 58,286 + 11 .3  157,295 +  4.8
Hamilton....................Ohio 38,665H + 2 6 .8  104,039H + 19 .8
Lim a............................Ohio 43.608H + 12 .5  122,809H + 14 .1
Lorain.........................Ohio 19,319H + 3 3 .4  53,912H + 30 .5
Mansfield................... Ohio 39,439H + 2 2 .7  111,387H + 1 9 .8
Middletown............... Ohio 33.187H + 13 .3  89,931H +  3.8
Portsmouth........... ..O hio 22,049H + 1 2 .6  60.542H + 1 4 .7
Springfield................. Ohio 45.789H + 14 .1  128.309H + 9 . 2
Steubenville...............Ohio 22.439H + 1 1 .7  62,407 +  5.8
Warren....................... Ohio 37,793 H + 1 2 .0  103,924H + 11 .8
Zanesville...................Ohio 24,758 + 1 5 .6  72,045 + 15 .1
Butler......................Penna. 31,491H + 1 5 .0  87,312H + 1 4 .0
Franklin................. Penna. 7,922H + 1 7 .5  21,888H + 10 .3
Greensburg...........Penna. 21,812H + 2 2 .5  57,154H + 1 2 .9
Homestead.............Penna. 8,071H + 1 2 .6  22,851 +  9 .6
Meadville...............Penna. 13,909H + 3 6 .9  34.703H + 2 3 .2
Oil C it y ................. Penna. 20,914 +  5.2 58,688 + 1 0 .9
Sharon.................... Penna. 27,038H + 1 8 .4  77.161H + 18 .5
Wheeling................W. Va. 59,887 + 1 1 .5  168,053 +  8.5

Total................................ 3615,469 + 1 5 .6 %  31,702,901 + 1 1 .9 %
H denotes new all-time high for one month or quarter-year.
* Debits to all deposit accounts except interbank belances.
Bank debits advanced to a new all-time high in the Fourth District during 

October. The total for 30 cities stood at 36,800,000,000, compared with 
36,200,000,000 in September and the previous high of 36,640,000,000 which 
was set last December.

Compared with a year ago, October 1947 debits were up about 17 percent* 
as against year-to-year gains o f 14 percent in September and 7 percent in 
August.

The relatively high figures for October in part reflect gains in fall trade 
and production and the upward movement o f prices. Another factor of 
importance is that October included 23 working days (exclusive o f Saturdays), 
5 o f  which were Fridays, the day on which debits usually are at their weekly 
peak. September included only 21 working days and 4 Fridays.

TEN LA RG EST CITIES
Debits during October were at new highs in all o f the largest cities except 

C in cin n a ti and P ittsburgh , and the totals for the three-month period of 
August-September-October were at new highs except in A kron , C olu m bus 
and D ayton . Thus all the large cities are sharing in the current record- 
breaking totals for this particular indicator o f the level o f business activity* 

The largest percentage gain over October a year ago occurred in P itts
burgh , in part reflecting the work stoppage in the electric power industry a 
year ago. It was the first time in eight months that Y ou n gstow n  failed to 
lead the largest cities in year-to-year gain, but the advances in that city 
(+ 2 4 % ), and in D ayton  (+ 1 9 % ), Erie (+ 1 9 % ) and C an ton  (+ 1 8 % ) 
were in excess o f the gain o f 17 percent experienced by the large cities as 
a group.

T W E N T Y  SM ALLER CENTERS 
M eadville scored the largest year-to-year gain among the smaller centers 

with an advance o f  37 percent. Other centers where exceptionally large gains 
occurred were L ora in  (+ 3 3 % ), H a m ilton  (+ 2 7 % ), M ansfield (+ 2 3 % ), 
and G reensburg (+ 2 3 % ). October debits were at new all-time highs at 
15 o f  the 20 smaller centers.

The accompanying table shows the volume o f debits to all deposit accounts 
(except interbank balances) in 30 cities o f the Fourth District. Most o f the 
debits represent transfers o f funds by check, although debits to (withdrawals 
from) savings deposits and U. S. Treasury deposits at reporting banks are 
also included.

Time Deposits—12 Fourth District Cities
(Compiled November 6, and released for publication November 7) 

Average Weekly Change During:
City and Time 4 Weeks 4 Weeks 5 Weeks
Number Deposits Ended Ended Ended
o f Banks Oct. 29, 1947 Aug. 27, 1947 Sept. 24, 1947 Oct. 29,1947

Cleveland (4 ).........3 862,560,000H +3219,000 + 3  182,000 + 3  98,000
Pittsburgh (12) . . .  363,398,OOOH +  64,000 +  248,000 +  31,000
Cincinnati (8) ___  183,634,000 -  369,000 +  206,000 +  193,000
Akron (3 )................ 102,928,000H -  41,000 +  73,000 +  43,000
Toledo ( 3 ) .............  91,608,(K)0H +  155,000 +  91,000 +  62,000
Columbus (3 )......... 72,683,OOOH -  16,000 +  123,000 +  52,000
Youngstown ( 3 ) . . .  61,338,000 +  42,000 +  3,000 -  23,000
Dayton (3 ) ............. 49,815,000 -  29,000 +  36,000 +  22,000
Erie (4 )...................  39,634,000H +  164,000 +  77,000 +  98,000
Canton (4 ).............  39,313,000 -  45,000 -  50,000 +  22,000
Wheeling (6) ......... 29,214,000H +  16,000 +  14,000 +  6,000
Lexington (5 )......... 10,554,000 — 4,000 — 3,000 -0-

TOTAL— 12 Cities 31,906,679,000H +3154,000 +31,000,000 +3604,000 
H denotes new all-time high.

During October, time deposits at 58 Fourth District banks increased about 
3600,000 per week, a figure less than a third as large as that experienced a 
year ago. The average gain for October also fell short o f the September 
mark of a million dollars per week, but compares favorably with the postwar 
lows o f 3500,000 in July and 3150,000 in August. The comparatively high 
figure for September probably reflected in some degree deposits of veterans’ 
terminal leave payments.

Time deposits during October advanced in 10 of the 12 cities from which 
reports are received. The outstanding gain occurred in Erie, the only city 
where time deposits have increased every month this year. The gain for 
October bettered the September figure and has been exceeded in only three 
months o f the year. The expansion o f time deposits in Erie has been so rapid 
that this month the city moved from tenth to ninth position among the cities 
with respect to total time deposits reported.

C an ton  experienced a gain in time deposits after five successive months of 
decline. Jn L exington  time deposits were unchanged, whereas decreases had 
occurred in the two preceding months. The only city to report a decline in 
time deposits was Y ou n gstow n .

In  the o th er e igh t cities  covered by the report, time deposits advanced 
during October, but at a slower pace than in September. The rate o f increase 
in both Cleveland and W heeling dropped off for the third successive month.

Retail Trade

D E PARTM EN T STORES (96)
Akron................................................................
Canton..............................................................
Cincinnati........................................................
Cleveland. . .....................................................
Columbus.........................................................
Erie....................................................................
Pittsburgh........................................................
Springfield........................................................
Toledo...............................................................
Wheeli g ..........................................................
Youngstown.....................................................
Other Cities.................................... ................
District.............................................................

W EARING APPAREL (14)
Cincinnati........................................................
Cleveland..........................................................
Pittsburgh........................................................
Other Cities.....................................................
District..............................................................

FU RNITURE (57)
Canton............................................. ................
Cincinnati........................................................
Cleveland..........................................................
Columbus.........................................................
Dayton..............................................................
Pittsburgh........................................................
Allegheny County...........................................
Toledo...............................................................
Other Cities.....................................................
D istrict.............................................................

a— Not available.
Figures in parentheses indicate number o f firms reporting sales.

Percentage Changes
from Preceding Year

SALES SALES STOCK
Oct. First 10 Oct.
1947 Months 1947

+  6 +  5 +  5
+  6 + 10 a
+  2 +  6 -  8
+  3 +  7 +  4
+  5 +  4 -  5
+14 + 1 1 + 1 2
+ 2 2 + 1 2 -  1
+  8 +  6 a
+  2 +  7 +  4
-  3 - 0- -  2
+  9 +  9 a
+18 +25 +  9
+  9 +  9 +  1

+  3 -  4 +28
-  3 -  7 + 10
+  9 -  6 -  8
+13 +  1 -1 3
+  5 -  4 -0-

+16 +  6 +36
+ 20 +  7 + 1 1
-  6 +  7 +41
+16  - +  8 - 1 2
+  7 +  9 a

a a a
+33 +25 a
+17 + 1 1 a
+ 1 2 + 2 1 +32
+ 1 1 +13 +25

October Department Store Sales by Cities
(Continued from page 14)

Ascom pared with October o f last year, however, sales were 9%  larger, or 
the highest on record for the month. In the first two weeks o f November, with 
the return o f colder weather, department store trade has moved upward briskly 
and gains have been somewhat larger than could be seasonally expected.

Individual Cities
Akron, Canton, Pittsburgh and Youngstown registered nominal gains 

o f from 1% to 2% in October over the preceding month. In the four cities of 
Columbus, Erie, Springfield and Toledo, October sales were about on a 
par with the September level. In Cincinnati and Cleveland, daily average 
sales were off 2% to 3%, while in Wheeling they dropped 10% from the 
September level.

Year-to-year gains were posted by all cities except Wheeling which ex

perienced a 3% decline from October 1946 levels. The rather wide margin 
o f 22% for Pittsburgh reflects the closing o f stores in that city during the 
power strike last year. Erie, with a gain o f 14% over last October was the 
only other reporting center to better the aggregate District gain of 9% .

While all Fourth District cities show dollar sales at least double the prewar 
1941 level, Columbus continues to lead with October sales 254% o f October 
1941. Other cities in which current volume shows wider gains over prewar 
than the average District figure are Cincinnati, Pittsburgh and Youngs
town with sales 221% to 227% of October 1941.

These figures are not adjusted for changes in the retail price level during the 
intervals tabulated.Digitized for FRASER 
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