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Flexible Credit

ecent Months have seen the demise of the bulk of these two. elements in busines rnves mth rnven

of th structure of selective credit controls im- W accirmulatron slowed down sha “) rér econ

g?se since Korea The restoratr?n of greater freedom f last year and on a seasonally a éuste basis

action dp In th ‘pecrrh reas of real este}te a[rd con- h?d furned rnto a Slow liquiation by the early part
sumer creqlit, together with the suspension of volun- this year.

ar% restrarnt on busrness state and Iocaj government

neing, re lect rrrﬁrrovements In supplies of mate-  overnment Tendrnsg Ito offset th% di nvest ent in

rals, St Or Sottness . 1n. co ”}) emana, and usiness’ inventorie e con-

f
an rm rove over etween e d&-  tinuing gradya aoog feralon I he rae OA(I; vern-

re atrons
mand Tor, and sup YO 0”%’% credit, ment e enditures. for national sec Tty t
For % (EUEPOSEE of an%]ysr 5 e fac%ors affectr Irtte ur er garn in expenses for mi rtar personnel
the deman and SUIQ iquid. Tunds caBr IS rke since” the armed seryices.are clase to thelr
Convemen“ Seﬂre ated t OSe arlSlﬂ% from USl er qu tas t e ta e 0¥mﬁ tar ﬁ 3 goo S
neSS gover me t and consumer aCt|V|t| S. s“?]n r|s|n W|| Con mue [h t io as a rt]atur??
onse Ue ce movrn the tooling-up stage to
SEAND O SHING: nr o L rrrro A1 rrfmt :
B In the business sector of .the economy the
siness main emar&gs for #rnancrn arise ro%tn A ¥a Ftweeﬁ prova? Initial g{ &ts
three factors ”} Cate Jn the a Cor@Fan mg art. and the final mass outpu of modrfre Versions
Expenditures ~for pro dcers e] ?%Hpment prototype.
reached new record levels In the rst al

and although a reduction in the volume of these ex-  consumers Bythe fall of 1951 the demands of con-

penditures may occur in the second half of the year sumers for ﬂoods to be used over an
should the steel strike result in a substantial short- extended period of time had been sharply curtailed

% materjal sugplres such expend itures will — from the ungrecedented rates rff the rmmedrae post-
roba continue to' represent one’ of the major  Korean period partyasaresuto consumer nd r1qes

cIarms on the savings of the community. Business  tion and restrrri lons op the avar lability of credrt
gen n on construc lon_ also rose t?arecord annual easrn? of SUPR les an controls In recent monts as
tg ustment for seasonal variation), thr]rs ?orncdd a moderate upturn In the emand f(lar
ddjn to t e rngome generatrn% effect of durap unds to finance purchases of such goods, particularly
eﬂdu nﬁ) O%ngae)r(]pen ltures” and cons
VI

tituting a further nouses.
(I; Taken as a whole, husiness and %overnment e-
In contrast to the essential stability at high levels  mand for products which do not a
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BUSINESS INVESTMENT (Gross)
Quarterly 1950-1952
(Seasonally Adjusted, Annual Rates)
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busrness expenditures on constr}uctgon and d t%le
equr ment were at a record ?te Irst part o
nventories . were ern% Iquidated, owever In
contrast to the rapid accumulation a year ago.

* 2nd quarter, 1952 estimated.
Source: U. S. Department of Commerce through Ist quarter, 1952,

to the volume of supplres for civili aP conStémptron
and confumer demand for d ra d rose
moderately early this year, closely approximating the
year-ago demand,

In contrast to the exp(errence oL early 1951, how-
ever, heav mves& ent %nds ave ‘not thrsz
been accompanie anysa ex ansron of ban
credit. Hig her mcom coupl ess urgent con-
sum tron an st kpilin eman sm de available a
rea gg svrn urrneg 195 to date than
as t e’in the comparable period of 1951.

SOURCES OF SAVINGS

ne of the mal or sources fof savrng rs the
epreciation owainces of busine |rms
Provrsron for these tax-free allowances onirnue
expand In the ear% part of this year acr |tated In
50 ernst?nces e Governmen Joohcyo ermrt
ting accelerated “amortization of facilifjes closely
latéd to the defense effort. Undistributed profrts
another mabor source of business. saving, stffered
somewhat dlring the |atter part of 1951 because of
the cumulative demands of taxation and stockholders,
and the reversal of mventory profits into  losses.
AIthough this. form of busrness savrngs showed a

i Bﬂteﬁseproht's“ 6 S e Below Y6200 Vs

the first half of this year, tlhe
overnment ran a substantial” surplus
Iargelg becayse of the seasonally high first-half tax
Ba% nts. The natural huoy ancz/ revenue uner
itions of rising prices and incomes, however, has

Business

Government
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BUSINESS SAVING

(Selected Sourcesg

Quarterly 1950-1952
(Seasonally Adjusted, Annual Rates)

business arnrntgas retained fo provrde a arnsﬁ the
consumi)tron 0 fap contin d Ise rate

the earg 8ar of 'this year. Un |str| ute ro Its Iso
gsctre)ellesgr mewhat from t e relatively low Ievels of late

* 2nd quarter, 1952, estimated.

Source: _U.S. Department of Commerce and Council of Economic
Advisers through 1st quarter, 1952,

been a less |mp rtant factor in expandrn Govern-
ment revenues t |s year than in 1951, d In the
secon uarter of t]%glear eGov rnment resorted
to borro Such borrowing Is, o Course, equiva-
ent to drssavrn% by the Govern ent but a substant |aI
?art of the funds thus ac%urre arfe %rn the
econd rt)art of the year. The net effect of this bor
rowrng 0 date. has been argeya rocess merel
trans Trrng (Prrvate savings “to

return for-various types of secufl tres

IC ownershi |n

Consumers  Savin b[}/]econsumers contrnuerl to he

rhe most Im ortapt} ‘s
ounteractrnr%t hnflatronar}/ gress reo evels
mvestme as heen riase srncet tter
P 1951 Drspose\1 e persona mcgme evee
n the earg part of this ear and while consumers
expenditurés rose moderately, personal saving, never-
thteleslsgsvlvas close to the record peacetime volume of
ate .

Financing The achievement of a greater degree of
Business gnce between the |n etment démands

avings su e economy IS
mdrcated the ?act at th)gre/ was vrrtual? noynet
can%e In the volume of hank loans during the first
half thrs 3/ ar. Wrth the exception of the” first half

loans have increased in every half-year
perrod srnce World War 1I. The stability in foan

i Note: A major part of the borrowing was for payment on July 1
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wlume during 1952 tg ﬁfgﬁehha”'z e atQ% E%Uv

VIOUS @ gabnsr u]p
corporat nesse% f ﬁced a % olume 0
secur Jres wit NK_Inyestor than In the sarﬂ
B H< ang/ other year since \Ql%rd War 1he
ulk of the Securities were issued by manu acturrg
concems wrtht (?rocee s 10 be devoted to expendi
tures on plant and equipment.

Busm%ss mdebtedness to hanks declined aﬁ roxr
mately $600,000 000 durm% the first six mo
thrs ear contrast |n%wrt a |n ase of $1.,800, 000
? [ecompara le period o glar The ‘over-
Ine In outstanding bank lodns to usrness
onceas notrcea hle drfferences between Industries an
[prons These |ver ent ovement can be attri utfe
a to mve ur atr nor ow r deman s for
ca |ta ret Ilers, or exampe to a decline
P rt g aseasona nature in the need for short-term
unds by processors of food, liguor and tobacco
rogucts; an % com odrty dealers, and to repay-
ents of loans by sales magce companres Produces
whose activities “are relate %o %he defense
effort on the other hand, such. as manu acturers of
meta gr ducts and the exiractive and chemical in-
ustrre] ave remained in the market for funds al-
tou% their net new borrowing has been at a sharp-
ly reduced rate.
The F dourth District, with Jts hrh uotrent of
metal and manufacturin actrvrireé A
trict In which business I ans failed to eclrne |n the

INDEX OF COMMERCIAL, INDUSTRIAL AND
AGRICULTURAL LOANS

Fourth District and U.S—Weekly Reporting Banks
Average 1948-1949=100

EEEEEEEEEEEEEE

thr ugh ut the country, (?ommercral Ifoans declined
?nr{(era s¥a%{) ing the secon rer o ear at

i
a platter similar  to '[ataf earﬁ
rst fs

our District, seasonal facto

£eas |
uﬁgdvéggl a Salgwhq M)at/antra? noert tmcrease Was
regrstere

$ June 1952 partially estimated—data plotted are based on monthly
averages of weekly” figures.
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i sthaan'tf.ar"% ol Yl iy o hchogmtt%c?ydt‘ogvfhﬂ”h
Important s REOI'I {0 oan V0 ume In this District, In

co frast to net repagmentﬁ by such enterprises’ |
the co ntr a hole. The continued fir neés 0
esale and retail, of most commodities

rices, noth w
tr)v th a metal oq onevarret oranot er as an Important
raw material, to%et er with moderatel exgandhng
output of man oods un oubteB/ niri
fed to the ma ntenar] of ema ds fo ank credit
|n this area, Mew Ines of “soft goods”, however
e ther with such ‘consumer durablés as T\/ sets and
a lances, continued to show Rrree weakness at the
arI leve[ throughout the first half of this year. Pro-
duction of man such Items also faile to show an H
substantial pickup from the reduced evef reache
toward Tthe end of 1951 Wor m% capital require-
ments of firm 5 producrn such articles were accord-
re uce Nomrna rice  INCreases recentg
|m ose makers. of som textre 0 ucts ad
rise in shipments of TV Sets I r? offer on
conclusive evr?ence that 8 prckuP in qu Rut and rrees
che relatively depressed industries Is Ih prospect for
the near future.

Financing Bank rnvestments "h all t)(Jpes of
State and Local SECUI’ItleS other _ than
Governments

Government %ontrnued the rap |d
expansion  which ~was resume
late last year. This exEJansron one of the most sizanle
for any six-month period since Wor ﬁ ] g%re-
ﬂ approxim It }/ $700,000, ?00 in the first I
ear, re e nc]g primarily the ac |srt|on 0

of states and”municipalities. Fout Drstrrct
banks weve r, did not stttare In the nett |n|ancm !
state an overnments, showing virtually no"ne
ﬁ a{r%e In t err1 portqnlro of sucht %sues In ¥he first

gtat% nd IfocaA au]thorrtres r3|sed new ca taI tover
an ove or_refunding purjp
raeo nearﬁ]y $4 ?00 000:000 furrn the frrst
trs ear J is volyme of new nancrnge dSlh
stantra ceede Ttevo ume o F apital rais
security rotatrons 0 state and loca overnmentsr
Prggar Perro 1 of any other poStwar year. |
cluded In this total was the Issuance of more than
ﬁ rr(r)pqog 000 of honds to finance the projected Ohio
A recent spur o the heavgl local government
fmancr %presumaby erived frgm the suspension on
Apnl 17 of the Prd ram for Voluntary Credit Re-
strarnt as applied to such horrowers, at the r uest
of the' Pre |dendt of the United States. Ac or | ly
Lssues hrc ha vous been app O(oved g (?t
yt whose sae een postporied in accordance
with principles establrshed by the national committee,
such ‘as veterans’ bonus and educational facility
ISsues, became marketable.

SECUTItI
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U. 5. GOVERNMENT DEBT vestors. The new issue was immediately quoted at a

Dec. 1945 to July 1, 1952 premium.
B9l e The willingness of the. market to purchase this new
300, bond contragte wrth |nvest0r a %h 3 th

towar

TreasurX offering in May of a long tehln nonmarket
a % d at 2°4 percent jn xchange or a minimum
P b percent cash and t(h |n a number of

-term bank _ restricted mar etabe Issues. Non-
marketable ublrc ISsues_of Treasury obligations con-
?rtut%da grarn on Treasur?/fnances during the
Irst the year, primarily because busiriesses
%urne In_more tax and savings notes In payment
or taxes than they purchased.

Op May 1, the Iong -standin ercent savrng
bong Was modr |e? t% ﬁ”}' erc nt ra%e and o
rj rnterest return for short-

1947 1948 1949 1950 1952 0

leld a substantial
altho\n\};eh the rr[;ross vBUb“C debt |nc eased notrceablg Term ho Idlng than dld old ho lg The maXImum
n recent the new 1Issues Initia Iy were place Imit on I IVh ual h |n%s 0 savm bonds was
argely outside the banking system. %so raised. Although 1t is to earl ﬂ whether
* Partially estimated for 2nd quarter 1952 End-month data plotted the more attracive provisions of these honds has
semi-annually 1946-1950, monthly 105157 H a engIVe factl In S“ ula“n? rlvate S Vm?
NOTE: Last plot is for July 1 rnt is medium Rre Iminary figures Jirne indicate
s o)
Subsequently, on May 12, the Voluntary Credit
Restraint Proqram was shefed in s enirety. and ear0-year declinesduring the previols. year an
LnancrngS Institutions were relieved of their res ons(J
c[]een agP fatrons for credit from th tan
t of the ovef-all impact of proposed financing  open The bankrn system as.a whole held
upon the economy. Market less Govern t securrtres at the end
operations  0f June than at t eh nnrneq of the
Financing Demand for external frnancrn% ear, Dy reason 0 as g cline n
Federal ? Pplemené curren re enues. both F eraI eserve Ban h0|d|ﬂg the e rI monts
Government T0f |mmediate an %uent ex- 0 Xa persrste 9 ua redréc t
penditure, arose rom t SECOE %\ rter.  The decline In t stem
Yernment in the second %uarter of this year as Market dS

o et e(’rrctré’r'%améo'o?ed e eturn
as from smaller qovern enta Ie C-
on 'S 30000%080 i r%ubloc o o A reduc hcurrgnc E continteg. inftow of QOijt}

Uniteq. States in the first three ear eaw TTTJ ar. .Sub seguenty
or C rrenc coin constituted
Was ochoweria Balanrncreaseo? rou ie)ytih?fooo (%08 n(r)eevz osorve un;rS an%

In the following three months.
ISSUSS Were In Qhe form of marketabe secuyrities. In {Trllg[}fes InTiow 0

rl, the Treasury b an t0 increase Its week|
0 errns of Treasur by about $200, 0000 The Federal Reserve System.however, contrnred
more than the amouhlt of the maturing |ssue By t to ursue an essentra Iy neutral open market polic
end of June, $1,600,000,000 in cash Kad been rarsed [\ the second er of the ear and indicate
through this medium. unwi n%ness t0 ad torsportfoloof OVernments,

As a result, member banks had to borrow reserve
%IBorJruvhlrgs (?fgr A tbond carr rn $3 520\6508?888 funds from each other and from the Federal Reserve

t0 rarket conditions, and t e |ssue Was heavrly ver- toahrem o i Se \\/r\(r)hch o Sorﬁgal 5;336%&906336

suBscrlbed on the offering ?a Be a se of teheavy $1.000,000.000, higher 1 h
subscriptions, a greater volu e of these bonds was was igher than the  concurren;

SWGTG allotted OT\IA)/ |n|mum amounts as more time.
as

n

Conditions In the money market, accordingly, were
than"$3,500,000,000 subscribed by nonbank in- ?enerall tight during theyse%ond uarter a%dy short-
2Mainly on July 1

erm rates rose notrceably, alt ough remaining gener-
Digitized for FRASER
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Physical Volume of Department Store Trade

URING the past year when there have been
traces of %ullness in deJ)artment store sales,
nUMerous o fgr ers a1\<re

sales picture would be dark indeed it do]lar-volyme
reoorts were drscounted for the current high level of
orices. A s eclal %urv vr)h of this cLestron owever
ndicates that on t oe such suspicjons are no
well fodnded Recent sales, on an esfimated

sical ume bﬁsrs appear o be rea onatftxofavo %be

fall] fa? sho?/t oltg the %‘(/vearrr tanea ssat%rneg gurrné
the two post-Korean scare buying episodes

In order to estrmate recent chan es in t H
sical volume To nartment store sales and inve
torre% In the ace of a lack o drregt reports onb
number of units of various commo Ities sold, It
comes necessar to m%asure the extent of price
changes Involved e this measure ent

Fcorrectrve to th doIIar lUme ?f sales or

r volume o stocsat any particular érme T |s

as een done for department store tra
Fourth Federal R servE District, and the results are
resegted elow.() The trme s an covere S t
eriod from 1948 through_ ear] h/ 195 usin uar
erly averages throu%hout The information applies to
total sales and inventories of Fourtt\ Drs&rrct depart
ment stores, and also to three selected groups of
departments.

All Onn tlh]e ?e(treome I%frttsmrn the accoenern
D t t
epartments ﬁaeyest? ated physical- vrﬁ me aata

arp Iy to the total sa sar]d st cks Pf Fourth Dis-
ar ment tores mi udin epartments

t chart re ers to sales. As |n all the othe
c artst ntries are made quarterly (after seasona
il g e S
as hase Thg solrd Irn% Indicates t Hg ar vo?ume 0
sales: the sgeckled band Indicates the extent of cor-
rection needed for upward or downward change in
Prrce from the base-peripd position; the broken line
ndicates the estimate of the trend in physical vol-
ume of sales.

During 1948, as prices were rrsrnri; the effect of
the pricé’ correction s to bring th e [ine for physical
volume somewhat below the line for dollar Volume.
Rurrn g most of 1949 and early 1950, on the other

nd, “department store prices” were sagging; as a

(i) An explanation of. tiow this is done is given in “Note on Method”
at the end of the artic
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consequence the (forrectron f? price change results
Inan. upward adjustment of dollar sales”in order

(?rced fa éofprcror] that the to arrive at estrmated physical volume.

The historic “scare buying” periods which fol-
owedh the ou bre i of the¥< 9earPWar and the en

SR s e
third dd/a{ter of 18 8 and thﬁ first ﬂuarterh%f 1951
res ect vey In terms of dollar vol e second

er: in terms. of srcaf olume th
Prrst eaih wgs higher. ~ (Prices roe |n t mtervaﬁ

between the fwo eprsod de) Durin ast t%reg
quarter ? 1951, when artmen) st re sales

resumed fower [evels, an a wecra eductro[r

rice ¢ an%e takes place, ectrng the cumulative
0S}- Kora rrce rreas meas]ure asgarrlstte ase
eriod 0 ? en 50 ical volume of
ales as well as the dollar volum were marntarned
g\t/epéagsgrons about equal to, or above the 194/-49

For the first uarter of f1952 which is the_|at est
ate f r which strmates of this type are var%
the sa es p hhon as 10 (ercent ahove e] e

eriod In dollar v rn a ercent |n D ysr%a
olume. Between Ina guart rof 1951 and t

Irst uartero ear, department store prices

erre easing sli htIy, s Indi Hed on the chart'hy a

slight narrowing ot 'the speckled band.

Immedratelg under #hg chart éust described is one
? ourse. of de artrn nt store rnver(}torres
artme[tts both | ar volume, and esti-
Hrate Ih)(srca T e sharD rrsel( mvgntogres
rrnﬁ 1950 an 0y 1951 ma ear
renewal of wartrme S rtgges A ter t e Inven-
to turnabout In .the second™ quarter of last year
e artment store mventorres w re S re 0y red ced
h 1In dollar volym R d? U ¥
t e frrs]t quarter o t |s ear the” dollar volu e 0
stocks roR ped t0 a posrtron about 11 ercent
above that of the base period whrIe estrmate Iy

cal mventorres were 4 erc nt above the base perio
S u%rtery averages of eng-of-month mventorres are

The third chart in the group applying to all de-
artments, located at the extreme lower~left of the
eries, brrngis torn;et er the phys a] vquLn estrmates
oth for s eSﬁ d for stocks, (T e broken lines are
the same as shown In the two preced mP arts
Such a comparison of Inventory and sales tren

hoth expressed. in physical volumie, shows that b g/
first quarter of tnis year inventories had returnéd to
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DOLLAR VOLUME AND ESTIMATED PHYSICAL VOLUME
Fourth District Department Store Trade
Quarterly Averages, Seasonally Adjusted

1947-49=100

ulm du{ I%glehe Irf-lo rtaf{t%ls%];mtth Isdgeghrt#%lp s¥glrceas| Vw%ls
S g tly above the avgrag % |eV(1 ollar volume
exteeded that of the bas penod y a larger margin.

the rise and fall of mventorl S Ia par waf sharg
br?/ the flrsthanarter of this year 51 tP cha volume. of
ventories had returned nearly to the base-period position.

1947-49=100
1947-49*100

ALL DEPARTMENTS
SALES & INVENTORY:S

(PHYSICAL VOLUME)

sssss

when éhe ph 3|%al voLumF of in entPrles IS shown on

e same chart sical volume of sgles, It Is a
p\at the 194/-4 rgla}lmns ip between the 'two shasp F1?|nalny
Digitized for%eFQAggs&ore
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1947-49-100 1947-49*100

the ollar volume of ales of merl §n%bo(¥s wear has
recentx een somewhat eowt 41-4 ition; phy-
sical volume has lost more ground.

1947-49*100

tocks of m ns. and S’ wear rose ast
}leggej)%y e|t?1es“ dol? |a%?j abo e;l thi 9 5 |eve

vo ume or physica volume
Fasrioo 1947-49* 1%
MENS & BOYS WEAR
SALES & INVENTORIE S
(PHYSICAL VOLUME) 50
; 25
HHHHH «
00
N/
1948 1949 1950 1951 ‘

. physical inventories of men’s and boys’ wear have
not returned to their base- -period relation to sales; they
are still high by 1947-49 standards.
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DOLLAR VOLUME AND ESTIMATED PHYSICAL VOLUME
Fourth District Department Store Trade
Quarterly Averages, Seasonally Adjusted

1947-49M00 194 7-49 *100

1952

ol s B [%veef&JHB”” eesae{:‘gnc?e At

%IIS h
year, but recen as shown an Improvement.

heavy allowance fo[) the 8
Korea ﬁ? ice. rises must be made whe

at|ve effet of posﬁ
ume of furniture inventories IS appraise

Ore D y5|cal

1p47-49*100 1947-49*1?%

FURNITURE & BEDDING
SALES & INVENTORIES$

(PHYSICAL VOLLIME)

125

oy Ty < | v 100

SALES

75

L 1948 1949 1950 1952 °

... physical mventones f furnityre and beddi g are
no(\iv PProxi atw balance  with current salés, as
Judged by the 1947-49 relationship.

Digitized for FRASER
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1947-49*100 1947-49=100

aQadr tae%‘é'é’“an o of Thcugtions, i, tecnt
%/ F n% dEYIq olume in a slightly more

sales. of h?]useholﬁow[r]]pllances radios, /(jhonogra hs
avorab i|ght tf|1a oflar volume.

1947-49" 100 1947-49-100

stocks of a pllanc |os telev jon, etc., rose t
abouf thr e tlm s th e %w urm e secor]
ua ter 0 ast (Ygar since then t ey have aI en nearly

the base -period position.
1947—49:1%)- " - - - 1947-49*100
APPLIANCES, RADIOS, T.V. ETC.
SALES & INVENTORIES
(PHYSICAL VOLUME)
g \
)f\ $ ¥
m \[ k ))lvgmomgs
)
]m a (| 1' S\
/ty Vo= NE
V SAW
mw _, )
1951 1952

hysical inventories of a I|ances radios, television,
fc., He returneiq approxim er to the|r 9417ef rela-
fion to current sales
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the same posf]trog in relation %o sales as had been the  Appliances The final group of charts apgearrng to]n

case during the base period of 1947-49, and TV tch)erréggt shde c%fl p(a " Ofe allcets g
Trends in the physical volume oftraea ong the urs ysical. Vol S
yariots de artmep i Tines naye been e o unr SIOCkﬁ of m%JOV POUSEh(ﬁd app| ances,. r%ritros D%ONO
orm Jrs nof practical fo make estimates ~ §rapns, 21 teleyision Sets. This % id Ynamro
for ea grvr Bartment a_ few selected oup of commodities represents a £ons raron 0
ours of de artments, as described below, may serve 0 department store classifi 03“0”52) In order to
?0 HPustrate Ft)he Contrasts. y chart the quctgatron?] in_Jts sales an stocks, It was
nef sssarey to reduce the chart scale for this group to
iz

Mens The Course of ghysrcal volume of sales and Ies Of the com ined departme s f household
wear S{ocks in the men’s and boys’ wear grou aﬁg ances rad r phanogrphs A0, television have
d‘epartments IS shown t three rrﬂhth)and wn yide. EGatlons In- recent years.  Price

charts. appearin he first chart shows can es for the entire grou however ﬁave been
that thepgoﬂar %o?ume %? sales in t rs ru de d(?rate anJ uring mich t;h Beno were floyin-
partments has recent| een some w t e ward,  thus showin HOhR’SIca lume in_a sr% tg
1947-49 osrtron white t vo me more avorabelr hit dolfar volume, The secon
more groB d T e second c a ows t at soc s o chart t e group of three shows that inventories of

ens and %t{ ear rose and fell ast ear e these rtments ro?]e to abo t three time Tslthe 1947-
still y

apgrecra above the 1947-49 [evel, ttrrdg g 49 VOH e urlngt o quarter 0 ahst year;
hther ollar volume or pB sical volume, The thir since then. StOCKS nave ”ea{g t0 base
art in the men’s and ﬁys Wfar sepes B icates perrod position. Re atrvei/ small allowance for price
that hysrcal inventories of this ine of goods have  changes (in the aggregate) need be made.

ot returne to their hase-period relation to sales; The final chart shows that physical inventories o
rhey are strl?hrgh by 1947- 4% standarrfi pliances, radios, teevrsronpey have returneJ

It shoyld be explained that the relatively hrgh gproxrmately to their 1047-49 retatron to, current
R S s R g e LT
acter oy qbas P p t{: P S ?lft m%

e period. with h comparison |% severa ImP tant t}/ge ? flppl nces, such
ma e, t a ﬂens that rn tls artrcular roup of as refrigefators, a strI su stantraly ove Dase
ﬁartments inventories .d urrng year 1 4 were period rn relation to sales.
Stl IN Process of rec verrnq m wartrme S ortages
¢ gons riuence the en rrf 4? average” of Note on Method

Stocks or this de rtment 1S ow In re atron ) Sgles Physical volume data, mentiongd throughout this article

thus accentuatlng P arent hejght ot stock are referred to as estimates. The degree of reliability

Eres eg entaﬂe of hase geno sto S. of such estimates may be better appreciated if the method

ntO{Sen? reY ?Wne\év(,ailht tetrefa%?\, f ||mcnt\(,)ernt8res o Ohbetarl)rrtgeg olhe(t‘lnatolﬁs e)a%lr%hneeddto the dollar-volume series

are taken from the Department Store Inventory Price

current\ g/h n by the men’s and b(sz €ar group. Index, issued semi-annually by the Bureau of Labor Sta-

trstros off thedUbS I%eparltngentgofT hLabor (Quarterly vaIf
Furitare - Trends in the physical volume of sales  prie index, which appeared fist curing the. poshiar
and mventorlesg theat]urnlture % Eerrod it I desrgneol) IOprrmarrly to. B35S retarIeFsz who

ding dedp artment are shown b%/ the three chartf I ave elected to tse the LIFO method of inventory ac-
catéd on the_left side of pa ? The pnysical vo um? counting for tax purposes, Its usefulness for the present
of sales n this department fell to its base-period leve purPose lies particularly in the fact that the price data
during the second half of last year, but recently has apply exclusively to department stores, as distinguished

from other retall outlets selling similar oods, and also

%ﬁ?maﬁ\r}e@ gg%/ eorfneprz)tst Egﬁeva)n aIrPCVevanscees rt;]oursttgg to the fact that the departmenta? breakdovr?ns in the index

made In the case of the furnrtur and bedtg % de-
I

Partment e anol Is?ts both to sales and to inyen- ﬁ%”?"ttﬂﬁé‘?”wﬂasavgﬁ%et?fe”%nr?“t%“rsethte“ecoan%gh" e chrSEAon

ories Wlth the a OWﬂ In the second ¢hart of the Separate information for the dolfar volume of sales or of stocks is
gﬁo\/\}) of three. The fipal chart In the furniture series available for major household appliances on the one hand, and for
OWS

radios, phonographs and television, on the other hand.
that |>/SIC61| rnventorr S Of this dEpartment (3>1n appraising the significance of fluctuations in any of these charts,

e, o, ooy B i utent (PR bl e e B
%ﬁeesea’ﬁ JP pOSt K%rtea(n p%lrl|70 49"2?/&“%?; *Puctl?alﬁ(l)?]% ﬁrch is followed here for conv%nrenee of present%tron has_the un-

fortunate consequience of exaggerating the apparent extent of fluctua-
followed sales fluctuations after a noticeable lag. tion & compared with the (ot o
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are reasonably close to those used in the reqular sales or
stocks summaries computed by the Federal Reserve System.

.JThe use of such a price index for the purpose of
deflating” the_dollar volume of sales is subject to_two
qualificafions.  The first is that in the Inventory Price
Index, the weights of the commodity lines are based on
their proportions of store inventories rather than of store
sales. “Actually, a department like furniture, for example,

bulks somewhat larger in a store’s dollar volume of in-

ventory at any one time than it does in the sales total,

for the reasori that its turnover is, slower than most ap-
Parel lines. The second qualification is that the Inven-

h
ory Price Index applies to nationwide averages of prices,
whereas the dollar data used in this studié (hoth for sales
and for stocks) are from the Fourth Federal Reserve
District only.

The two qualifications, are  important. Nevertheless,
repeated experiments with this_ method of estimating
physical volume, as well as certain improvements in thé
method, have given ground for confidence that the results
ﬁre OIS|gn|f|cant and Droadly accurate for the purpose at
and.

A final explanation relates to the chart entries for the
first quarter of 1952. For this period, the semi-annual
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inventory price indexes were not yet available. Accord-
mg{Iy_, thie necessary estimates for the price deflators were
obtained_from the” specific commogdity components of the
regular Consumers’ Price Index of the BLS, using a link
méthod for obtamm? the net change of price Detween
the latter part of 1951 and the first quarter of this year.

Previous articles on the physical volume of Fourth

District department-store trade appeared in the followin
issues of this Review: May 1951, May 1949, and May 1948.

ANNOUNCEMENT

A new edition_of “A Hgndkfook of Department
Store Statistics, Fourth Federal Reserve District” |
now avallahle uPon request. ~Indexes of sales an
stocks are shown tor the period January 1929 through
April 1952, using the new 1947-49 Dpase P_erlod.
Data apﬁ]lg to_ eleven m‘les of th FOthrth DISé ict, as
well as'thé District total. Included also are data on
credits and collections, and sales by departments.
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FLEXIBLE CREDIT

(CONTINUED FROM PAGE 4)

a”Ys below the late 1951 levels. The Treasury’s use of Is? were noticeably smaller than in the same period

{0 ra Se new m ney contributed 10 he mo f last year.
”é%ﬂ'?ﬁt tg‘e gsgohrtlthuejo 0 %rc ngreﬂa 0Jerate unttl In- the, Fourth District, weekly reporttn%f anks
?ate my om etttlo uns rom c%r have Indicated a more raﬁt expansion of their

ora- ortgage loans this an e n the case
b RS bty AR e e R
long-term yields toward " the mtdde of the year. o somew oL SIONET Tan Tast year

Financing  Jhe SUS gyﬁn of Re ulatlton on
N

Financing - QOTSUTET ISt i housig. in Consumer . May 1, ant ine subscguent fengthenin
Residential - IN¢_ear part O IS yedr s QuEd TS ent requirements ston of oo Pe
Real Estate nottcea e pickup rom the reIattver il | los of
[loHced otplast itoaah faIItng orgily &2 mild spur to sales o consumer urabl ¢

short of the record levels of late 1950 and egrly 8ﬁg5m2r o e ehl(eevr\}SIﬁtnsth an ingreased volume of
el Sl gl A i T e,
tions on September”1, 1951, Real estate controls Were S%EI%#’ volume for several months prior to the sus
further eased this June.

The pickup in constructt n actiyity. was accom-  [ation since JuI 31 Tast year. Outstandin credttrse

pEin B, e e A

panjed mand for residertial real estate oderately this'year In contrast to the partly seasona
fredtt for eﬁrst han of the %ear W|thI sava nd rt]]ec?me fnythe e%rlx ?ntl[t]s of 1 9? Jgh rate o
cea}ﬂ e o0 1S N

of Regulatton W, partly on” account oft
rogresstve relaxation of the pr vmogs of the

0an associations reporttng a arttculary not re a}/nmentfs Was 0 the main actg Idtnr(Tt

am %vehyear a% levels In the volume ofloans made. Ji e 0 consumeL 1tnsta me{tt credit ouésta dl?fg
level 0Of new Ien ?W&S a%hteve In t be ow the 1950 peak for near 0y ear an

ace 0 ear- toyear reductfon |n the volume of but as the avera%e maturtty n otstanding credit

FHA |nsur nce fg urposes other than gror{)ertgf mereases In_coming mopths, the rate of repayment

|m(PJ|ovement an uarantee will automatically e reduced.

in the volum
tions fo'the mortgage portfolio otAt
? ever. sh fiouied 2 motieratg rise In, the first art anesh'%h Eg’gr'] Ofncﬁgs mer '”V stment in recen)

f q d ot on substantia
April this agenc vatII ettun S

oL e e%ceﬁ for purcqtaseys o?mortgages on F t(ire eq‘%%tgu%ﬁtfgn Y g contin 'V'ﬁ h'gs Srg\}e :
(efense area housin ant loa oanrétsfsouattons reﬁortet{ a pastwar recor

The and? for tt\e }gh rate of mortﬂnge len |n ne rrec? Irst thuarte][ et Inflow of private savn s
durtnﬁ irst ha (? ?52 came Pnr rtlg/ pre |m|naﬁy ta Tor the second guarter o
cuyrent savm?s Inclu mg 0an rei) ents, &n Xeﬁr sug est that the accumul EIOH of time dep 05|ts
volved one n]a lest net gaing In” outstand mrg sha s has been supstantially maintained. Con
commercial ank rea ftate loans Tor any compa tractua savmgs In suc orms as msurance policy

e optributions fo pension
ns afso abettedpt?te sef Inancing of corhsumer

able period since World War II Increases in the Ba ment
Investment during 1952 to date.

mort?a e portfqligs of mutual savings banks, savmgs
and Todn associations, and life Insurance compam
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Fuels and Energy Supply

by CLYDE WILLIAMS, Director, Battelle Memorial Institute

In a recent movie, “The Day the
Earth Stood Still”, a visitor from
another planet arrived on earth to
make peace. He found it neces-
sar¥ to demonstrate to . skeptical
earth men the authenticity of his

A origin and the serigusness of his
migsion. At a specified hour, the
visitor announced that something
would happen to establish his
a%enbttlty and purpose beyond all

U

_ _ And happen it did. When the
time arrived, all power-requiring activities on earth
stopped for half an hour. From Washington to London,
Bombay, Shanqhah and San Francisco, “life. came to a
virtual” standstill,  The space visitor had signalled his
planet to neutralize all power on earth.

This, of course, is an extreme example of what power
means fo modern civilization. Most of us, however, are
inclined to take our. power supply for granted. Fortu-
nately, science and mdustrP/ are constantly working to
ensufe us an adequate suPp ]y of energy-giving fuels. This
IS bemg done by adding to fuel reservés through explora-
tion and through finding more efficient and “economical
ways of usm? existing fuel supplies.

n the past 25 years, this teamwork has enabled an un-
precedented expansion in_our economy. It has made it
possible, for example, to increase our electric power out-
put sixfold, to 370 billion” kilowatt hours,

In the next quarter-centur¥, it is estimated that the
country will develop a need tor 60 Per cent more steel,
Perhaps 200 or 300 per cent more aluminum, and three
0 four times as mych electric energy. We are confident
that the industry-science te(?m will en%ure a fuels supply
adequate to me€t these and other needs. o

One of the brightest spots on the fuels horizon is nat-
ural gas. Present Producnon supplies nearly 20 per cent
of the nation’s tofal energy requirements, or more than
double the share of 25 ge,ars ago, Vast reserves are already
known. The most pressing. problems are to provide eco-
nomical means of transporting more of the gas to distant
markets, and to develop low-cost methods 0f storage at
the Bomt of use W%of solving both of these problems
are being actively sought.

Natural gas is particularly adapted to the needs of the
small consumer. The residential market, which currently
accounts for 20 per cent of total natural gas consumptiori
may increase as. much as_two times during the next 25
years. This rapid, rise will probably be accompanied by
a slower rate of increase in industrial uses.

No long-range program for strengthening the country’s
energy position can overlook the kéy importance of coal.

Editor’s Note—While the views expressed on this page are not nec-
essarily those of this bank, the Monthly Business Review is pleased to
make “this space. available for the discussion of significant develop-
ments In industrial research.
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It is still our basic fuel resource. Coal supplies about 40
per cent of the country’s total energy requirements.

A large portion of the rapidly expanding fuel require-
ments of the power-generating “industry will be met by
coal. Advances in fuel-burning equipment such as the
spreader stoker and the C){clone furnace will ensure satis-
factory combustion of coals of a variety of ranks and of
poorer quality. _ _

The trend” toward the use of diesel fuel instead of
coal or residual fuel oil to supply the energy for railroad
locomotives will continue. Sometime dufing the next
25 years, however, economic conditions may “lead to in-
credsed use of coal through the manufacturé of synthetic
diesel fuel, more extensive electrification, and the develop-
ment of a coal-fired gas turbine. _ _

Coal will continue™to supply the basic energy for in-
dustrial heating and process Steam. It will become, in-
creasingly |_mf)0rtant, indirectly, in the form of electricity
for industrial furnaces, The "development of automatic,
coal-fired steam-generating plants may be achieved. These
will include standard, packaged units capable of burnlnlg
many grades of coal and equipped with mechanical coal-
feeding and ash-removal systems, o

Almost all of the metallurgical fuel will still come from
coal. It may become feasible; economically, to derive even
more chemicals from coal than now, either as by-products
of coal’s conversion to oil or gas or bg/ direct conversion
of coal to chemicals. Uses for fine Coal, normally dis-
carded, will be found. _

Qur supply of liquid fuels appears assured for an in-
definite period of time. Crude oIl is still the cheapest an
most plentiful raw material for the manufacture of liquid
fuels, T_echnl(%ues have been developed, however, by
which liquid fuels can be made from coal, natural gas
oil shale, tar sands, and various forms of vegetanon. Should
the cost of producing Eetroleum increase t0 a point where
it is profitable to make an_equivalent fuel from coal or
other %Iternatlve sources, industry will be ready to as-
sume the task. _

Hydroelectric power resources supplied 27 per cent of
the nation’s electric, energy in 1951, Unlike other power
sources, hydroelectric power reserves are not depleted
through exploitation. There are, however, two ways of
Improving on present usage. First, improvements in’ tur-
bine design can be made, whereby more power can be
generated from the same dollar investment in equipment.

econd, private and government interests can more effec-
tively coordinate hydroglectric Power plants with other
typres of electric generating plants.

he total energy availaple from known reserves of coal,
natural %as, petroleum, oil shale, and hydroelectric power
is more than enough to meet the expanding needs of our
economy. Industry and science, however, must continue
to improve on thé techniques of converting these known
energy supplies to the most efficient and most economical
end-power uses. Making the most of what we know we
have Is still the best insurance for an adequate power
supply for the future.
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SUMMARY OF NATIONAL BUSINESS CONDITIONS
By the Board of Governors of the Federal Reserve System

(Released for Publication June 27, 1952)
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