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Banking Review—1952

although demands for credit continued heavy in
the first full year of flexible monetary policy in
more than a decade Prrvate credit probably played
one of its least inflationary roles of the postwar

[l
e “%raduahsm” was. the keynote of the over -all
increase for the Wr in Vero]du tion, income and con
SUMer prices. the improved demand-
sugply reIatlonshl S reflected In the larg eI sidewise
vemet of ou ut, consum t|n an con umer
prices, teover emnsron ank 0ang unng
1952 Was no cea aller thap in the previous tw
ye%rs and about on a par with the gains in 1946

Loans

Bank loans of practically every type increased fur-
her during 1952 but, with the ce ton oL consu er
0ans, the V\?arns Were ﬁenera Z aller t ah
Prevro s two years. TRIS experience_ was, felt
hrou% out the country and In the Fourth Drstrrct
In the _latter ardt of “the year all the major loan
categories reac e new recor Ievelf with ‘the sole
exception of collateral loans. These last-named lpans
were at a peak_dyring World War 11 as a result of
the heavy efrcrt finaricing of the war years.

Business
Loans

poStonPAying chart oleates the end
in tHe Fourth District art/d R thegUnrteé
States for several years.

The nef gain i these Ioans at weekly reportrn?

banks during 1952 was virtually the sanie, percent-
agewise, n ths District as tﬁro/ughout the Eountry
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belng close to 9 percent. In the two and a half
years since the out rea of hostilities n Korea, busl-
ness Ioans at large crtY anks In this District increased
a Percent slightly more than the country-
wide “experfence
15 s esumadly 1o 1o e shgand
fleve} %defensep actrvrtresy necessitating &F tronat1
funds_for mveptory requirements and wor mg caP
tal. ‘The rapid_expansiqn Cﬁrrled through the eafl
months of 1952, "but In the spring and summer

INDEX OF BUSINESS LOANS
Weekly Reporting Banks—Fourth District and U. S.

1952 was the t ird cons cutive year of exPansmn in
business loans. In the our District most 0 ﬁz
Increment occurr ear% H gar, Whereas n trona y
a strong seasona rise feature e closing months

NOTE: Data glotted are monthIY averages of Wednesday frgures
+ December 1952, partially estimated.
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CUMULATIVE NET CHANGE IN BUSINESS LOANS exPansron Rrograms resulted Iast year in a flow of

Weekly Reporting Banks—Fourth District current cas rec Ipts more closely approximating the
SE 1th1, 1952 al?% gate of pcurrent anF c%prp 1cash e lJ)gendr
rs than was the case earlier in .t orean

0st-
i)erro Hrgher degrecratron rovIsions gnd In the

atter art LP(ar lower ax re urremgnts prob-
nt/ naqed d uPsto be retained at easf
te r(r)errane Ir/sand used Tor seasonal working capita

Amon the less ! essentral sctors of the econom
the demgnd for additional ban ?re dit was markedt[
stron er than In the atter part of 1951, Stockpiling,
ction and sale of ¢ ?umer 00 ds and” o
rtres rnvolved rn&reaﬁ Pancrn fom odrty
eaers retallers an f ers, and “sales manri
companre? At least partial recovery of the texti
Industry from Jts nventory recession”resulted in sta-

banktshem”sﬁl”o fblf g}esvsvalgargs r%tfousnlh Derstnct re ortrnﬁ grlamra%t sgcrtthgrrrmasmt%%nscgt] tFnouorth Pel tr(‘rtct0 Ragkserdn
r uous reducti
gcurrea %lf”t?]% ?gferce%%ad?‘ oP 188l and caller The?e I?ss essentra ndusires. and Bus)
. Nesses ar relativ reater rm ortance outside
NOTE: Last two weeks of December 1952, estimated. the Fourth District. T S as probablv a ma or?actor
e i o g il S o
easonal i es reasserted themselves and business
?oans eveq r}J nc ftt)r severafmonths Th ec rtarfmten than in this District.
ut during the summer as a resul
sutr?o nwas a?soa?actor redaucrng the 8emandS ? Real  The use of bank credjt b}i consumers
bank credit. Estate hr(o %hout the counlt Pnrrmar ¥to rnance
dditions to and replacements therrstoc

resLh)rV\e/grdt tQrer eer °th“ n*oe\?er hank Ioaarrt]S tOrekttlescrt]rensS o urable goods, was substantially higher
ol R Ere e Ty ttEﬁtr'rhaeaatrtta”%taa%ts
4 ?romg l?grhut sustaPne bout of Indigestion, foll Pur

i Ing the immediate pos Korean U rn orgie
et RS M B Bl S e T8 R
District during the Jatter part o f]_952 concentrated argely in the secon ha of the year,

were verg rfehent fro those
Bf tge prevrous e, s rndr% ted rg ¢ tab edbe o TABLE |
f ”896? gornow%rssanT én ; %c unterf ?o?egnf uet CHANGES IN LARGE BUSINESS LOANS
onenhtd of the increase rh %usrness 0ans g ury the BY BUSINESS GROUPS
second, half of 1952 In contrast fo three- fourt S of 7 Months 1951 and 1952
the garn In the comparable period a year earlier. A (Reporting Banks —Fourth District)
L el oy s
abqes hrinkage during October Pn the Indebtedness of War 4 e

ublic utrIrt companies to reporting banks. Previ-  BUSINESS GROUPS .

Et(r)slr)(/) v\sterrcsh cyompanees Fad besh farrr%/ consistent et HEAVIER BORROWING IN 152 (Ogoroooom'tt;d)
ales Finance COMPANIES. . ... ryrrmrcree —

The reduced demand of these two business groups elr Ieum CLeoal rE[hemrcals & RUBLET 11 361
for bank credif Iocal(}/ magl be attrrbg table, IH part, i

terﬁ]rogramso refunding short-term debt with fon * by

apital, either o adet or equity nat 8
Further ore, i hough expen rtures o(n e Vant L'GHTERqBORROW'NG IN 152 43 +$
an eqUIpment continued at ver?/ hrqn levels d urlng Eﬁt Is Weta%roguc (T 412 + 1%%
e T S B P oaL CLager e s
economr_g |t 1S r?robable th)at the tulfillment of earlier TOTAL CLASSIFIED LOANS...... RIS 9199
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Was the [0 ressrve relaxation and uItAmate suspensron been consrderabl dre active in the Ia er art of
Pf selective Tontrols on consumer credit ferms.” Regy 1952 than a yea ear ler, It |sg a( ﬁ e net
ﬁans at Hte banks in_the Fourt

atron X, together companion requlatjons, s ain in real estate
hed e(asrer terms tﬁroughou[t) rhe frrs? ? E %rstrrct was somewhat smaller than in 1951,

urin mos 1, was further ea ed m June
subse uentgtususpende Inaccordance WIth  consumer  Short-term bank credit to consumers

Con ressional di Loans largely in the form of instalment credit
E wparrson with the Brevrous b/ears expansion on” alto obge ho Hsehold aﬁgl nces
oans for consum fion purposes, . tne gain  furniture and other durable goods, rose $

ilne
In Short term instal ent new record levels in 1952 Banks currentl nance

was concentrate rrmarrg
credjt, while |0n§p teym Credit, as r%presented by a ma]mor part of the, fotal instalment purchases for
residential real estate loans, Increased about the same consu er ?urposes either hy exten |neg redit directly,
amount as In 1951, or indirec K g/ urch asm% Instalmént paﬁer from
The volume of new residential mortgage loans  dealers, or by éxtending credit to sales finance com-
Y}vrrtten reached record levels durm 9('% ut a  panies.
her volyme 0 rf ayments he pe the net The swrnﬁ in outs andrnd rnstalmené credit be-
expansion. In suc o t]stan Ing at hanks to an an ear In t year o lowing a period of virtual
amount similar to t at of the previous year, habrlk net 1( ([; k951 and”a mogderate seasonal
actors of relative yield and liquidity were rob shrinkdge Fth? irst three months of 1952. Begin-
ably of particular importance In restrainin ning as a argey seasonal expansion, the moyentent
eived a marked strmulus from the ter

ex ansron of real T

state credit .at banks In the earI parenty e
arde banks in the Fourth Drstrrcty fTPI

art o 195% At nation ‘of Regulation W In Mag era idity .
gs wel| as throughout the country, real estate loans  the €xpansion “was tempered mew hat lﬂ
0 ed a sma Ie gain_in the firs half of 1952 than ~ summer, when s ortage f steel curtar ed automobr
n the comparab eperrog of Jeer every other post- OUIW Ut supse ueﬂty esimed. 11 s estmaed
War ?/ear urt rment of nd rnsur%nce that by the end o ear, the aggregate of out-
activity. ‘and of F.N.M. A S o erauons n Brov| ing %ﬂ]dlng Instalment credit had riseh. about $4s>
due to re- |

a seconda (y market for mort age loans, urm? 1952, an amount angroxrmateh’ equiv-
uce nds, have restrarn d mortc age Iendrnq ent to the Fecord” expansion of
g han s to w QUi ||tg was a_ rr ﬁ/fcurren The tr(end of instalment credrt Was, of ourse
réquisite. The her yields revar dera mrnate Its movement af %mmercra s
state and Jocal %‘overnment churrtres may have %eme t at Fourth District banks closely fo
caused a diversio r1potentra In ureE mort a(};Te owedtenatrona pattern.
mong to these rnvestme t outlets by banks to wno Credit for 8” th/Pes of consumer ?oods and ?I

r ar-

earnirigs were of primary importance. QSes exnand n ousyand subf antially. Do
In the Iatteerart of the year, reaI estate credjt ISe, automobile cre |t showed a arger ain than
adencref Pft overnrge tha more funds at therr creﬂrt extended ffN other ur se refleftrng
sposal for use in non %ense T e |nflow hrg er prices as we as erhjan Incre sed volum

%term mone anks In t form of trme use car transters. g ose 1) ?nce g
R]osi continue sow at sHengt an S0 %eso other consumer duyrables 1,orrmarr related
stimulus t eman presuma 3/ erived from te 0] ouse hold oReraHon such as re ngratos soves

ermrssron of lower down pdyments and longer  apd washers, ahd the newer ran%e of Items suc
aturities. air-conditioning upits, T.V. sefs_ and freezers re

The trend of real estate Ioans at Iar%e commercial  ceived an eir)j:ansronar rmnetug rom a p\ HPa.

an sswunq tjd) %rssar In the Second half of unit sales volume, Credit related to household
the vear, but for the year asa w oet e net garn In tenance, .in the form of repair and modermzatron
real estate Ioans at th ebanks fell short of th& year- loans, evidenced a pronounced seasonal movement In
a o fr ure, and was substantially less than in all cIrmbrn? to new peaks,
ostwar years except 1949.” In the early post- In al mstances it is pr(?bable thatamaéor cause
War ars, of courie repayments were muych Smaller — of the bulge .in” outstan |d Instalment Credit at
In refation to new loans than s currently the case. banks, other financial Institutions, and %ealters Was
e termina-

At smaller banks in the Fourth District, where  the lengt hemnd of maturities following t
reaI estate Ioans constitute a Iar er proportion of the  tion of Requlation W. Lower down payments, stim-
oan portfolio tha]n at the large city banks, total  ulated by~ competitive sellmg to move spbstantial

ave risen continua Iy throu hout inventoriés,_increased the avérage loan volume per

virtually the same pace a? g o]revrous unit sale. The continued creepig rise in’ consumer
ending, in forms  prices throughout most of 1952 may have induced a

ss cash and longer time financing by

loans ap pear to
1952 3

year. However, “since agricultural
eligible_for Government guarantee, Is known to have  desire for |

Digitizet for FRAS
http://fraser. stloursfed org/
Federal Reserve Bank of St. Louis



Digitized fyrels

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

Page 4

consumers fIrctedb strk wa%s Further ore, rt
nPearsto e an |n art epsoooey
consumers 0 acce t'the so-called easrest rms
vara ewhen 0 Earnrn credit, and 1t 1S
that re rnancrnﬁ also ¢ ntrr uted to the ge rn
r}sta melnt credrt, as well as to the record volume
of new loans.
In. recent months, com ents made at] bankers’
meeH g ﬂ various art? % the r;ountrg ave Indl-
the 0

cate awarene 50 ossrble economic and
rnancra da ngers inherent h ﬁ arge volume of In-
stalment_ credit on terms whic mit the borrow-

ers’ equity to be zero, reven ess B nkers have
been ur d to watc oI ectio dat wrt partr
care] to rvrew t %ua t}/ th err rtoros
rhaps mor requen nt nw |n te
Fast Certarn it IS hrg y improbaole that further
axity In down payment or maturit redurrements
erI add ew stimulus to the rowt f Instalment
credit, whi ereP Zmens mag exgecte 0 aohheve
Ianmlore stable relationship to new loan volume than

Investments

Total mvestments of commercial and savrnqs ban&k
are. estimated to_nave mcreased anéproxrma 3
billion durrnﬁ 1952, The onl ot r V\)oostwar year
during which bank investments as 1949,
both years the chief cause of te expansion was
deficit financing by the Treasury.

Last year’s expapsion |n bank oldin sofT urgr

securrtrs occure entirel ?/ In the cond

the year ref ectn}]g In aﬂ 1part th e rnverse rela-

tionship between the patteri o Treasur tax recelpts
and rt orrowing requirements. The gradual move

towar teconcen ration o corPorate ax ayments

In tge first half of t eyear a getr]ru te? reasur

need to borrow in the’ second ha the year.

the other and the I(?wer [r?]roportron of corgorate
tax payrlnens requrre H e second f

Y ar makes_ It probable that a arﬁer proportron of

”r]t\eesbé)rrsrowrng can be accomplistied via' nonbank

Treasury dacc?mrn ¥rng chart indicates the
Securities t[]en Investments %t Iar? anks |n
e Fourth District. T e net Increase In

total investments in 1952 was relatively small and
was farrlg representative of the course of investments
at similar anks t roug out the country. In the
money market centers, “however, particularly New
York,” sharper fluctuatjons were evident as a result
of the close articipation of banks In the?e centers
In Treasury financing operatjons, At smaller banks,
located in"medium and small srzed urban localities
and n rural areas reater stabilit Gy was apparent In
investments. Holdings of overnment fsecurr
Dy New York City banks declrned sligntly for the
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Zear 8, a whoJe Holdrn of Governmens t]
erve City’ country an s, on the othe an

rose moderately. |n the Fourth District, countrK
banks showed”a fairly contrnuous expansion In the
Government securities” port

About the middle of the ear, the two and frhalf

ear shrinkage .In . the Treasur orffolio, of
arge FourtﬁgDrstrrct Qbanks wasy ha?teg 4

and moder-

Ete net urchases were made. (The shrinkage in the
tn (oortfo ro |r] ea[heB ears refLected the Treasury’s
efundi nds wit certifi-

notes
cates as(‘h/e | as net sales and turn-ins y?he banks)

The initial rise in bond hoIdrn%]s in June was
sumabl asso(crated with the termination . of res rr
tions 0 Eﬁ gurc ases of certain ecu 1S w |c
were suitab the rnvestment nee s o an S.

money market hanks’ portfolios bulged tem
rarrI;/ through purcha%e fthe w%II -received 5-y %r
f1 2Ys% whic V\Presented t

?t cash_financing b}/ the Treasurlyn th a market-
able security of more than a Olyears aturity since the
Victory loan drive at the en

T ward the end of the year, bank portfolros of
on% have been sustained by a desire to
%ng en aturrtres at prices recomm ne 8 Tayor-
ablé by several of the market, aﬁvrsory sF ices, Un-
certar Itﬁ/as to the sustaining influence of t edf ense
Ero%ra d the Prosgectrve IeY]eI of ca
onsumey expenditures appear to have cause antrcr
ation of a srndﬁ 8 arket

ecemper, tQSrsr%eﬁnaly ¥ H
Bort?ohos of the Eiarger nks where business Poans

ontinued to EXp and rapl

Fluctuations |n bank hoYdrn s of short -term Gov-
ernments were closely related” to changes In the

INVESTMENTS, 1949-1952
Weekly Reporting Banks—Fourth District

MILLIONS MILLIONS
OF DOLLARS OF DOLLARS

4,000r 4,000
3,000 A | 3,000
total
INVESTMENTS

2,000

TREASURY

BONDS
1,000 A \ /

TSY.BILL
ERTIFICATES 8 NOTES

OTHER SECUR TIES
PP i >>i

despite acontr ui (9 mand for Ioans Fou th Drstrrct
F] ortr banks cose e year With virt al

f We n mvestmen com osition of in estments
lkewise was essentraly un ange

NOTE: Data J)Iotted are as of Wednesday nearest end of-month.
Last data plotted are for end-Novémber, 1
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Treasury bill portfolro In the spring, the first part gurchas1a of a wide varrety of consumer durable

surps 1952 {crt finan crnd took the 0ods, had been rejntroduced soon after the Koreﬁ
orm of weeE ncre;as S \n brlofferrnﬁ ber uthreak ? chie Aectrve was to restrain {

and Novem ? 2 billion of tax-anticipa Lp Hon s expansion of credit for nonesseptra consumption
were sold Inhtral most of these were Ic ase X expenditures, thereby modifying in

ationary pressures.
banks, or they were apparently a esrrab During 1951 the Regulation” was revise Po permit
S0Urce ? [)em orar rnvestme 5. Barks may ?]/ more liberal frnancrnr[r terms, partly because of the
these bills Y, Cregi the Treasu Tax 10 Loa pparent achie rrl of a cosef bajance between
Account on their bogks. Su segue ly, s t eTreas a and and supply. of automobiles, ouse od a
ury calls for the funds so credited, banks usually dis- ﬁances an oth ¥|sted artrcles On %
pose of these pills to corporae investors, who later Ph Fie ulation was_suspended In ntr?l t
in March or June 1953) will present them to  was dto co[npetrtronp between |Ien ors 10 set the
‘ ”rets“%'“a LT o e of tax bills 5 ””t%e o e O S e 10 a0l h
n effort had also been made to a rin-
well ﬁg o 9af||9|f rrewndrng %bon SW” notes and eé { hort term_consumer credit " fe ppméulat?oﬁ 0
C%ri |cates“tota oldings of 0” term overnments e det frnancrn of Iong?r -ferm investrient, in the
s, Certircates ﬁ notes g weer] report '}19 form of new residential rea estate credrt Re ulation
ourth District banks in Decémb rreac d the hig - whose rovrsrons also a re t0 3 fan
est level since the end of World War |l o commercra 0 erties, rPd) erwent H] fication 1n
. 1952, art because ofhan a parent
state and  Financing of public exgendrtures b%/ so tenrng o d mand | |n some areas of the rea estate
Municipal ~ State an ocaI v9overnm nts_for suc mare
Securities  SEIVICES as g ays eucatrona and ormuIa written |nto the Defense Production Act
recreatronal fcrhtreh continued at a  Amendments, pf 1952, enacted June fO o |deg
Bgrh levi gl durrr] with the volume of new that resr entra real estate credit contro b relaxe
orroweq capital’ rarse ‘for such gurposes exceed |n% whenever the number of new resr entra tarts |n
t [evIous g/ears total. Bank p rtrcrpatron In thi each of three consecutive monghs sho l
Inancin again sueét ntra and In the earsy an annug rate of 1200,000 seasona Xtro uste

art of the year was shar cateqories of bank In accordance with this formul Re ulation” X
P nthe se%ondvh fS E% QI howeve? anks In th 3 SUS enged |n |ts entirety on Segte er 16, and co
Iar er crpes reduced theJr hoﬂrns of state an pa lon F.HA. and requlations were aso
mu |cr obligations, and for the Year as a whoIe elaxed.
stimat d( net Increase 0 roxrm In an attempt to ensure that nonconsumer credit
|on Ing holdings o heses rl es rt of  would be drverted from nonessential and Infl atrorl]arg
F recorgd 1950 g ab was attrr uta e amost ses, the Vo Hntar?é It Restrarnt Pro ram
soeyto Country ank S and savings banks. een organrze resigential request early in 1951,
A fuller description of the scope, of thiS program

ourt District, the larger panks as a whole
ook 0E e ek, &

at tnoantd ¢ aﬂ overpr%lecr?atslecurrt sealrrr hgtdm? é alslgrven I|n the June 1|951 issue’of this Review’
ational and regional committees were or anrz
O%a e ear d ”0 psma er VﬂF kSUC to jssue enfraq dr?ectrves as to the typ ef ? credl
s]sues ﬂ at tﬁ . Smaller banks, on whrc were [eas dsrrabe]‘rom an_over-a economrc
e other hand, showed a consrstentmoderate expan- %P Pomt Hartrcuﬁar with a view to restrarnrng
In

sion In these Investments. atlon. The committees were composed of repre-
y ool 41 . %en afives. of commergral savrn% nd Investment
onetary Policy and Treasury Finance an rngi insurance, and savings and loan assocratrons

The year 1952 was noteworthx in_the bankrng They also Issued recommendations oncernrng specific
history Of the United States, in that it marked th oans or securrtg ISsUes If reqh uested by the p spective
first time in_more than a decade when tradrtronal lender. rogram contained ‘no element of
general cregit controls were the flrota gonists of the  compulsion,

urrent performance on the central monetary stage. In Mag 1952, following a modification of the Pro-
a/ram at resrétentrall re%1 uest, the formal organization

Termination Throughout the ear the compre- as suspended in all phases.
of Selective  hensivé system of selective credit con- By the last quarter of 1952, there remained only
Controls trols created since the start of the  one type of selective credit controI namely, the mar-
Korean war was progressively weak- %pn equirements. on stoc exc ange transa tions.
ened and ultimately abandoned. he equity margin required to be Maintained in a

Regulation W, secn;xrng minimum_ down pay- ?ustomersaccount remarned at 75 percent, as Speci-
ments and maximum matlirities for financing " the led originally In January 1951.
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1952 Department Store Trade in Review

epartment store frade durrn% 1952 was char ghase of de aJ ent store tra]de rather. than signs of

acterized by the same relatively high level of nP roachrﬂ ifriculties on t oart of consumers to

activity as ‘was ap 8areht | other hases of the Intain evels of purchasing

natronﬁ econo ertain apnor aL les which h
developed shortly after the be rnnrng of hostilities in Total The solid line on the accompanyrn ch
Korea were Irofed out ear rt/ In the_year and man Sales shows the seasonall ad#]rsted sales I? ex
prewar relationships betwee tpe Various comPonen Fourth District department_ stores B la
of Cepartment store trade showed signs of being  month oft ears 1948 throygh 1952. The broken
re-gstanlished durrn% lines on the chart represent the annual averages of

While department stores in the Fourth Federal — the mopthly indexes for each of the five years. A

Reserve DIs rrct last year feI short of matching the comparison” of the annual mrtexes shows. t a% Whrle
record dollar sales of 951 eya narrow margin, the  dep rtment store dollar sales ast i/e ailed

me, was the Secqn ?h st on record. E tml(ates to matc the rec?rd evel of 1951, the vqume Was
ume of depa tment(store tradgu e Rg well above that of any earlier year.

sica
gvr)ance or moderate price reductio While department” stores folled uR the second

ear) |n dicate @ volume in 1952 at least equal o largest sales” volum % In hrstorl}/ %urr 1%52 the

hatof the o/revrous eaﬁ record was establrs ed without Dbeneflt of extra-

Excess rn entories” which were accumulated dur-  ord miary Sé)urts In_consumer hu rng such as occurred

t e ear months of the Korean War had been In Ju 50 and garn In Ja uan%/ 1951, Season-

¥ t]e neg rnnrnr[r of the year and tp ally agjusted salef rrnro the frrst onth ?f the year

re aitronshrp of sales to”inventories was resumrgg the  were excegtrona vt/ stro é;—t e result o mtensrvg
ear ostwar pattern. The a sence of scare actl

yrng promotjonal artment stores attem t

eproxrmatron to t eprevr us January’s record. After

tron%Januar showrn\? seasonal ad$uste ses

art?rgoe(’htS store custo ers ﬁgcerrheg esosr fgrt]rﬂ”succel% ue rlrrr]or;t Suste d sal es egan
v

hgut the ?/ear whre co ec-  durn uneg z?%ustpd inde glternat rgose

?]orta es 0 merch ntdrse urin the ar coupl
wrt as on% demand for %oods esultéd in a close
relationship etween saes a

The use.of credit 3/
tended o increase throu

1on ratgos on credit ac%ounts were redu ed from an( each mont the remarn er o ear
evels Qf previous years. Movements in bot the use wit the net effec& tfernP to raise the a nua ave r%]g
of credit and 1In Fdht col ectrons refle]ctﬁ tenden- t(o the near-record level’. The series o VY %
cles toward re- estab IShment of prewar habits In t |s ownward movements in the adjusted sales index
SALES STOCKS
Fourth District Department Stores Fourth District Department Stores
Seasonally Adjusted by Months Seasonall¥ Adiusted by Months
(1947 49= 10 t

1947-49=100 1947-49*100 1947-49-100

sales by Fourth District deﬁartment stores during — or bs/tociglyhags%ethe Jpost-Korean bulge in department

195, while failing by 19 to match the 1951 record, Were  atig of stocks o salés has been Simiar to earﬁer DS s

still well above any earlier year. years.
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could perhaﬂs be Irnked to, such ex T ernal influences

mmer steel strike, poljtica conventrons
tronafn (iectrons and unse soh) (hl

(}/ % weather
w Ich extended into November and ten o cause
ﬁoestrgganseorrnent of Christmas shopping until late in

ereres B4 880

Leléttron to sales, such as exrste t roughout 1
been worked off. DurrnP tuear mventorres
marntarned about the same re atrons ip 0 sales as In

ar ler eostwaryars A raE Wes ntatron 0 the
les-In entory eatrons | 2/ the second
art The sgr red line on the hart hows season-
adjusted department store stoc s Indexes for eac
nth 0t the years 1948 through 1952. The broken
back |nef on the chart represent the annual aver-
ages of sales indexes for these years.

Month- br¥ -month com%arrsons of Fales mventgry
ratios durr allate 1952 show cJoser re atronspg
tween the two than had existed during t t two
years of the Korean War. The altgrnate upward
and d?w ward movements in sales Iindexes qurin
each of t ater months of the year were reflecte
rmme |ate %ploosrte movements in t e agjuste
stocks ind exes extreme sensitivit gart-

ent store inventories to saes changes fts Indicative

ttheggrautrous stock policy which prevailed through-
ou

use of A large Pro ortion of de art entaore saL

credit Usually Involves eﬁtensr credit to t
ustomer. Over the past five years, credrt

sales, on the average, have accounted for”about 62%

CASH SALES AS A PERCENT OF TOTAL SALES

Fourth District Department Stores
(Annual Averages)

PERCENT PERCENT
42

32

1948 1949 1950 1961 1952

cash sales accounted for Jess than 37% of total sales
in 1952, That ratio Is consrderatgly belo(rrv ertﬁer 1948

Digrtrz%ltd or FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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F total sales. Bx]far the motrr)o ular form of credit
fered 1o custo ers Is the charge account, and over
oneh alf of d artment store sales Involve the use
th |s type (o % nsta ment accoynts are cus-
tomarr use to andIe Iq h more than 10% of
é)art ent store sales, whi eremarnrng 38% Is
ordinarily transacted on a cash basis.
Fourth District demrtment store cusftomers aig
cash for a slrghtl aller pﬁrcentage of their otaI
purchases in 1952 th an In the preced mg ear
accompan mgc hart shows the a erage tio of cas
sales to total Sales dyring eacn of the Tive years 1948
to 1952. As seen from this ¢ %rt catsh sales have
accounte for a out the sam h the total In
each of the past three }/ears ut the ratios are con-
srderably beJow hose 0 earLrer 0st ar ears. Con-
versely, “credit sales %urrngt% ast t ears have
averaged a Iar er share of the tota tha was the
case before 1

charge The black lines on the chart below show
Account {he anr]ual ratios of ch ﬁrge account sales
sales  t0 total sales in Fourth “District de[fart
ment stores for each year from

through 1952 As seen from this chart, charge salei
ma e U a slig htla/ smaIIer pro ortron of the tota
ﬁ r t an” ddri ﬁ; grevrous ear. Never-

dss age accounts hav maintained a fairly
steal eve importance |n the total sales picture
urrng ast four years. The aprupt Hrcrease In
the use B[ harge accounts ahftgr 1948 reflects more
a re-establishment of prewar habits n charge account

CHARGE ACCOUNT SALES AND COLLECTIONS

Charge Account Sales as a percent of Total Sales;
Charge Account Collections as a percent of Receivables
Fourth District Department Stores
(Annual Averages)

PERCENT PERCENT

CHARGE ACCCUNT
COLLECTIONS

o*—1*40 AVS—*

customerls én rged about the same proportron %%g

1948 1949 1950 1951 1952

of therr tota F urchases In 1952 as In the ‘thre
Prevr % ections on t e a counts, however, were
ess tha 0 of outstandings, or the owest In the post-
war perro
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buying than a new record in the use of this type of The hrgh Iev?I of instalment buyin du 195
credit, was the r elto asgbstantra Incr as rn seo
While ch 19e account [%urchases showed a squht this ty Ve g credit during tne second

portance In the total sales ear. ~ Instalment sales avérage %M saes
Prcture between 1951 and 1952, the ratig  of colleg- uring the first six months 0 t L?’ear W e the
lons on char eaccou ts toc ar e recejvables experl- ~ average ratro a?vance t?] 0 d rrn? the, later
enced a su stantial decline betWeen t e two vears. months. Several _factors have been Influential I
The red [ines on the a anying chart picture  bringing about this increase in rnstalment urch ses
year-by-year declines In t ?r zfte of tharge account Fed ral restrrctron on consuga%r fﬁ er%

? evelﬁ usrnes§é

decrease in their relative i

collections. otnetrn ay. eco trnuet
The reduced rate of charge account collections ac VI 00”9590“ Ing optimism on t
shows, to a considerable de ge a return fo prewar  SDISUIED regardrnlg inelt 2o 't}’ to meet
rgatrons a as some relaxation of cre rt

aying habifs on the rf 1{
ers after the removal 0
ch arrrre accounts consumer

gOv%ﬁtr%rgﬁ{sregﬁfgt,gﬁ\éeganl polices by th sl0es themseves, have cor]trrbuted t0

continued meiing their  the Incredsed importance of instalment sales

While instalment sales were increasing in 1952,
H]aO(P a’”ﬂg '%aEOU&aP”ySaPs”t U Sag‘&%rﬁ’ai's rastethe the rate of co ection on t\r\rlese a%countsgwas some-

Par?e aﬁcoum collections In 1940 rtssho nonthe  What slower than in past years. The red lines on the

chart and serves as an indication of prewar paying  chart referred to above ndicate the average rat|os

habits. of rnstal ent accoynt coIIectrons to receivables for
each 0 ast flve years, The chart shows the
/ear- 3/ ear ecline In the rate of instalment colle

Instalment %nstalment sales durrng the ft ons xtending Into. 1952 — with the exception 0

Account Sales  five years have averagt K ttle  slight rise In the ratio for 1951.

a

more_than 10% _of t
menﬁ store sales in the Fourt!? Drsgrct Durrng ’F9 , depehederateu %fn '”gttﬁ'me”t CO”?,%'SHS rres urlrroerrr]nearlllty
Instalment sales aCCOUHted or about 12/0 he and trh P of matumyo tﬁe instalment contract.
t0tﬁ| hi hﬁf tpan the previous year’s ratso aﬂd Buring. theJatter monts of 1952, the ghsence ?f

ab OdV € frve %/elar average. |oet ¢ da” e Federdl restrrcftrons on, consumer credrt made possib g
increased use of instalment accounts by department  thegranting of lower down payment i uirements an
store customers has been In evidence since mid-1950. Ion or maitirities on consumer i nt’ contracts,

ranting o somewﬁat more f\?eraf credit terms
d%rrrn% 1952 hai nad the effect of lowering the ratg

INSTALMENT ACCOUNT SALES AND instalment collections during the year as‘compare

COLLECTIONS with previous years.
Instalment Sales as a percent of Total Sales; As was the case with charge accorrnt collections,
Instalment Collections as a percent of Receivables the reduced rate of collections on Instalment accounts
Fourth District Department Stores auring 19 2 rep resgnts more f} return to prewar a}/
(Annual Averages) g naoits th a i] Ications of consumer- inability to
et tinancial obligations.

INSTALMENT' ACCOUKTT
COLLECTIONS

Individual AN acco rianyrng table shows the aver-
Cities a% 8/ ahrtment store sales rn
or each of the five years 1948
1952 for major Fourt Drstrrct reporting cent ers
While depart enﬁ hore sales I the Fourth District
D last year were S %; dy elow te previqus year’s
record, sales by rnd vidual cities show var rng ove-
ments between the two yTars From 1943 t0 1951,
annual sales changes in all cities have reflected the
same direction of movement as the District total.
In 1952, nowever, four cities experienced Increases
in sales over 1951 while the others have shown either
no change or declane In fales Columbus department
for the third S%Jccess ve year instalment szrles Eﬁcounted stores experienced the largest year-to-year gain in
for foungé {otal sales In contrast o less than 10% sales while tha volume in A i, Erie, dn eelrng
N et proopoercttrloonnsoFurrelcr]e%ag?ezs than in an rSS?Pvr%r also increased. Cln(ilnnaitl a f %?Od ear dollar-
wise as 1n 1951, while sales in all other cities declined.
Digitized yoralERASER
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Individual An extensive treatment of Fourth
Departments rIrrct epartment store tr%?sheM

. I%II ual dep argments Wwas I%U
in an earliey ISSU f[ e Review*. An aﬁCO ?] g
S

ﬁbulatron lists the five d? artments which
gl “ g
VIOU W Vi r
Whrchythe greatest ?osses in saﬁes betwgen the two DEPARTMENT ¥
years were “reported. In 8eneral the largest sales NECKWEAT aN0 SCAMTS.ovvns s s +11
ﬁglorgs Vr\rreerrecrgn?rg?seb yastha) sgmsepl%gtsrensepts Or}{aendlrng o TOVS B0 GAIMESv e e o
+
GO gt The Te st sy A A ptoms
e ar entoys gn 0 aerrrrsesm &%arrog %enar q{ evrsr%n Records, Sheet Music and Instruments...  +8
Iostte os%ground reercArng a evelrng f of the
mar ket for t tg/lrr)]e of goods Since the tulfillment of
eavR/ postwar ? , o
THe major ou%ehod ari Ir?nce and  the carpet Women’s and MiSSes” SUItS....vnmmvvs s —12
de artments asos owed_sales losses during 1952 as Major Household ApplianCes.............. e —15
are Wli & Bath of these de artmenlt DOMESHCS v s —16
urabe goods which were In s ort supp RUGS N0 CAMPIS.....ovvens s -0
Urln% War Ears. HaVIng plied pent U Ragros Phonographs and T.V ...eeweemers sovsrne -3
ema? uring the earljer twa ears curret
sales of these goo % are re dependent (1) Departments shown are those reporting the greatest in-
upon replacement bu rnq wrt cnsequent ear-to- (76068 01 ferens
gar declines In aolfar volume. Iqures are tor anuaryt rougn Novemper.
year decli doll 2) Fi f J hrough Novemb

*Monthly Business Review, Federal Reserve Bank of Cleveland, No-
vember 1952,

Page 9

SALES BY DEPARTMENTS

Percent Increase or Decrease in 1952 as Compared

with 1951a>

Fourth District Department Stores

SALES INDEXES BY CITIES

Annual Averages
Fourth District Department Stores
(1947-49 = 100)

CITY 1948 1949
FOURTH DISTRICT oo s 105 98
Y ] 105 97
O 111 (0] 107 96
CINCINNALT e rneeeesssssssesses s 104 07
(0L T 105 97
COLUMDBUS. oo eeessesssessesessseseseses o 105 100
TR 105 102
ALY [V (0] N 105 9
SPINGFIEI...vvovveevvessvesssesssssinns i 103 97
L I0L Lo [T 105 98
WHERIING...vocvvvvcvvvessvsssssssssssssins v 105 9
Y OUNQStOWN.cvvvvvvvvesssvsssssssssrssnss s 107 97

(1) Average of first eleven months; adjusted for seasonal variation.
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1950

105
105
106
104
106
102
111
101
100
104
102
106

%Change from

1951 1952d) 1951 t0"1952
111 109 -1
113 115 +2
113 108 -4
105 104 -0—
111 109 -2
106 112 +5
119 120 +1
108 103 -4
103 97 —5
110 104 -5
104 105 +1
1 113 -3
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BANKING REVIEW—1952

(CONTINUED FROM PAGE 5)

ceneral  With_the abandonment of the system of cuI tion. During the spring and early summer,
Controls ?|eCtIV6 re?tr Int, the central~ market ederal Reservf Banks’ ho? dinas ofe G)(/)Vernmentg
place was as the focal point for %h?wed practically no net chang but in the secon

R% Frve Bank  Inflyence. on tpe flow of credit tr ffh lyear P renewe exnansion was_ evident
wnile regronal offices in other major cities of tne whrch cance ed the ear ler shrr kage agd Irft%d the
country Conducted local supporting measures. ortfolio to near- rcor eves I December.. The net
Selective credit control is aimed at specifi groups ear- t% year lr?arn at the end 19%2 IS estim ted t0
of horrowers, whose access to the money and Capita ave gen sfightly. more than 51 |II|on Br S and
markets 15 restricted, at least temporarily, by pre-  certificates, |ncu Ing  1S5LIes gar nvrnog repurchase
determined legal standards. option, dprovrdeﬂ echr(e nte u for System acqui-
General control, on the other hand aims at requ-  sitions during the_second halt of the yedr.
atrnr%; lenders as a roupt (f decisions as to a or factors in the extension of reserves to the
exte sron of crg ndivi a Orrowers to mar through securit rourchass hav F been
gt (e by individu en ers. T % s]r or the |n the Iarg seasonal ef< a srog cpm ercla Ioana
Ividual” decisions |s inancial, rather than and curre cv r\ cjreulation, hot Ich reache
evels " December.

The effectiven ess of general re]gulﬁtron deroends new recor
largely upon, the e?ree to whic an%es | Treasury financing operations were also a major
J urdrty osition of fenders can b d In trl factor in"the timing and extent of System Open
esrred direction. Thr(o %houttorac fically the who Market perations during 1952, Approimately $30
0 postwar period, one objective af monetar bIron o Treasurx rssues chrg certrfrc tes, Were
orc as been 0 reduce the li urdr of enders re une urrngt year mn dition 1o t ewesy

or s%e; t rrectron ast ken in_March  roll over of ﬂtor ? billion of Treasury bill

n bond prices were ermitted to fluctuate Practicall ﬁ t e refinancin was accomplished
rly. As  with ne s]ort -term issues carrying rates similar to

wrt |n a consrdera lv wider range than forme
ia result trﬁ markﬁta ilit %r shijtability of bon swas or sIrrIrhtI r[ther than those on th maturing 1Ssues.
t virtually unc aant ut the rgreater ossipilit otd at rition on the refunded sefurr les was
mcurrrn a ca |ta sb seIr bond reduce roxrmate Eercent During several of the re-
therr quidity. h) ect ugr aity of moneY g noe ations, active sup Port Was extended by
rrves not on| fromt fact th trt IS acce table b heS te t}hrough ghaseo maturing issues from
% [persons In a commu)nrty but also from the fact mvestors geferre cash or othe mvestment
that 1ts price is immut edia to E W Securities. easure, the
ystem  was a le to make of settrn fsaes of other
coderal Reserve Banke The im ementat |ssues of certificates to Stanilize Its port
coeranons mcovemmenes S EIE ST (AR Tl 5
signed o reﬁua e 8 ? ?
sugH(g avarlabrlrty and price of redit In the centra f of next year, and also ma i at eef[ artra B r

in the best Inte sts of the economy was In vrsron for tht antrcr ated fiscal
the hands oft ﬁederaf en Markel, Commiee fowing, | ‘f} £7 tbqhon from the PUb“C in-the
Srnce Marc of the previous year, the Commrttee second na ear
been free to permit the market to regu ertself Tax- antrcrpatron brIIs pIaced initially with com
wrthrn fairly broapd Irmré determined by the nee mercial banks, and, acash o fering of a rvear 11)2-
to marntarn orderly conditions in the market and to month bond carrying 2%%, were the c |ef sources
assist_the Treasury in ?om leting a heag/ schedule  of th |s additional révenye. The 2 (ioo bond waa
of refunding and new financing o eration |n|t|a frntan%eegleaggea f)]ld t%%rlatreralstoorans e?)rtegdeer
Direct interventign b the Sstem throuh |ts ks to Inv Howey
ope] market operatjons Was conf ned almost excu tﬁle temporar%/ bulge in credit caused by this financing
weK to the area of short-term trading. Operations ~ Was soon flattened out.
the System In this area_of the market reflected to

A I%h degree seasonal variations in the demand for  gorrowings Partlg s a result of the unwillin nes

mongy and credit, from System to mtervene |n the
Inthe early months of the year, Federal Reserve  F R Banks ket except on- pccasions Eartrcu ar
holdings of U S, Government Securities declined by need, and for limite errod time,

more than $1 billion, as certificates and bills were  hank reserves were Hnder consid era le” pressure
sold to mop up fhe reserve funds accruing to, member throughout most of the year, particularly in the
banks as @ result of the return of currency from cir-  second half.
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5 r{nd ear, th inflow fg ‘d had ceased, and Long -term_ Treasury bond Iylelds receded notice-
re ral_Reserve foat wag neld below the )iear aﬁ anl dy N the flrst half of 1952 from the %rewous year-
% Currency In cnf ulation rose \;;era ua f but reco ered In th second alf to estap-
%en spurted to new all-time high levels excee Ing sh ne ecord The new highs, however, were onoy

illion. ures, with the 24 of

%%aovetegearam g
e T e ey
vilume of teh borrowing reached Jong-time h % Ere}gj%rgrll Féelsrerve Szystem i o buy long-term Treas-

Ievels In d]e latter part of 1952, In the ourth D

”Ct as well as In t e country as a who ustan - In the short-term area of the market, where sea-
% qisc Tnts and advances revauentg ? sonal Influences exert a more ronounced In Iuence
sidera Fenos of time were ubstantla the expansion of commercial loans and the Tre?sur
greater than the volume of mem er bank sh excess  substantial net borr0W|Rg contriputed to a further
eserves. - Occasionall Y toward the en the year,  substantia mcrease In the cost o money. Followmﬁ
such-borrowings fofaled close to $2 |II|on In con- aseasonal d|p early in 1952, yields on secuntles Wit

trast to thejr “nominal volume during most of the etwee months m turitv rose 60%
postwar period. mrA éo a 0ut2 3% In December. Tne compar-
in December 1951 was 1.77%. Year- end

The s?oui\t window performs d;wo main fnnc-
tions, acllitates th e accommo ations of loan %htne% ue to such factors as the Chnstmase
Rgllcants ﬂt ommercial banks, for a flxed, known e currencey circulation, to the W|n

%e to the banks. Onteother hand, |t tends to dressmg %m |t3/ qunements of banks, and
restrain commermal hank lendin ractlces Xl (P%s UsIngs for cash f? (Ela ment of taxes d|V|
B%a price Penalt on the reserve fun S ob%m ends an onuses,. resulted in a shar (P

S ths marner, and b extm) E ord; -term  sumabl temporarcy rise |n the avera e Issue ¥l6|
cre It on ey Moreover, commercial banks tradition-  new bills in’ December to a wen ayear
¥arer uctant 10 carrZ a sustained volume of such ~ 2.13%, as compared with 1.73% a % I earlier.
borrowing on their hook

Indications of the adequacy of accommodation of Money Supply

%OunJan'tt[]eeqL{,'é u%“% on n”\é%e BH?E”%}S(ESS 5“& The firm tone generally evident in medium and

ketable Gove[nments in th seconE half of 1952, and |0”q -{erm ﬁeCH“%tg“CES reflecged hﬂ lar?\, art the

In the general firmness of the market for intermegiate  Continued of savin ate sector
e SR e e O S S, e o Sl
%ﬁ%res'” ¢ face of a steady a ' SNOTLAETHY SECUy 3 commermgl and mutual saving s%anks as ?

For comm}rmal ganks as a whole. the discount cur ney in cnculatlon 1S estlmated to ﬂ]avf9 ‘r)rggls]c

windows of the Federal Reserve banks proviged a ¢ near i ostiyar o ansio
sustained and substantial suppl 1 Teserye ?undj] nﬁeogﬁyt A 0? ?lns enez?nsmn er%e r>0-n vvoavsvee/setﬁ

hus lending a more ermanen ﬂar cter to .suc
mated to have been In the form of time and savi
horrowm ihan Was |ca case ?o mtimdua gposkwar AR A emar?d

deposits, a recor
anks F r the year asaw o cgbm are 1951 b|IE o rose approximately

deposits, on the ot
an average, of appioxna 500 m| on ré
an  uerage, O GOproximale e/ac jon, or about hapf as much a5 in-Hhe fwo prewous

plie through' dis- years.
counts and advances tg member anfy The rise.in demand deﬁosns IS illustrated in an
accom anying chart, WhIC comPares the trend o

M Monev rates aenerallv resisted the upward teSE ep SItS at Iar e banks in the FOUfth DIStrlCt
Rates ressu¥e of he%v der%ands rcredltpfrom throughout the country, In both instances it
rivate business, consumers an3 governments, can b? seenththat thteh rate_Of ex;%ansmn WaSTHOUﬁet

Having fluctuated. mildly throughout 1952 wnh 3 pOuerthan In iNE PIEVIOLS to years. The g
9eneral Satern of fistalf decline and k: (?nd alf %'” (%rb19?(2 wastha rOﬁnmtater the stame aﬁ Fourth
indexes. of long-term comoraie b |e s |str|c ks, oty out the country, whereas n

e 1ominally b below the 3)e/ar ago IeveI in more rdpid than In the country as a whole,

Decem er This stability contrasted with” a rise In Declines in wholesale and commodity prices were
lelds on the Baa bonds from 3.20% in December Presumably contributing factors to thé slowness of
50 to 3.62% In December 1951, as indicated in nsnT)n In ca?h balances of businesses,

i A companying chart. Since the eve physical productive activity also

http://fraser.stlouisfed.org/
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YIELDS ON SELECTED SECURITIES INDEXES OF ADJUSTED DEMAND DEPOSITS

_ 1949-1952
1050-1952 Weekly Reporting Banks—Fourth District and U.S.

LONG-TERM TSY. BONDS
ELIGIBLE *

*2M'S SEPT. 15,
1967-72.

shorterm refes 2 represeied by Treasury bils, ros adjusted demand deposits advanced less raild %
AR B il il T e el
aa bonds, the y|e|d actua Iy eclme the ¢

NOTE: Data plotted for December are partially estimated. NOTE: nggmpgg}teldgs%repmp;ﬂ)l{yeasl}/lenr]%%g% of weekly figures.

showed only a slight rise over 1951, it may be pre ance companies and savings and loan associations
sumedl that cash bglances had previously Den et ars% (EDONED & record 01 Mea-fecord accumulation
to levels reasonably adequate for the current rate of  Of funds in 1952

operations and prevailing ~ conservative inventory In the Fourth DISf[rICt the rqrowth of time deposits
policies. at a large sample of banks in cities of var |n Size

The shar o -than-usual d|p in adjusted demand vYaShtC%QaIS%L#]%TSdEQ 010 Iﬁ”hg@% ol apal mcrmasg
and perhaps alsg 0y the hlgher progortlon iRl gﬁﬁs n aJ eas o the ot The Tecord o
corporate taxes falling due in June this year. enosits. an Lare urchases at Savings . %n oan
The rapid increase in time and savm?s accounts  associations was. even more mgresswe with private
was part of a universally high inflow of long-term saV{ngls and cam] r1sin a record 14 percent’in the

funds at all types of financial institutions. Life’insur-  first éleven montns of 1
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DIRECTORS—1953
FEDERAL RESERVE BANK OF CLEVELAND

John C. Virden (Chairman)
Chairman of the Board, John C. Virden Company
Cleveland, Ohio

Leo L. Rummell $Dei)uty Chairman)
Dean Co ege of A%; iculture

fO i0 ahte University
Columbus,

D.B
Pres?dent Tahe Merchants National Bank and Trust
omi)an)& Meadville
Meadville ennsylvanla

M. B
Cheallrman of the Board, The Eagle-Picher Company
Cincinnati, Ohio

Edward C. Do ’
President, Lovell. Manufacturing Company
Erie, Pennsylvania

CINCINNATI BRANCH

Granville R. Lohnes Chall’ a@
Tre}esounrero ngtlonal Cash Register Company

John C. Bak
Pre3|dent Oh|o University
Athens, Ohio

Henry C. Besuden

Farmer
Winchester, Kentucky

L.M.cC
e?l]denta mSoecon National Bank
land, Kentucky

E.SD
Pre5|dent Securltg Trust Company
Lexmgton Kentuck

Pre5|dent The Atlas National Bank
Cincinnati, Ohio

ﬁ’cr’esseldrewntB KHraIer Compan
Cincinnati, (hg pany

Edison Haobstett
President, Pomeroy National Bank
Pomeroy, O

Lawrence N

President MeIIon National Bank & Trust Company
Pittsburgh, Pennsylvama

Charles J. Stilwel
Pre5|dent The Warner & Swasey Company
Ceve land, O

ey A Swe
Presgjent Gulf O|| Corporatlon
Pittsburgh, Pennsylvania

PITTSBURGH BRANCH

Clifford F. Hood gChalrman%
Pre3|dent Unlted? tes Steel Company
Pittsburgh, Pennsylvania

E’Argfregsfgrrg JIglrr]fz?\sce
The Unlver3|t6y ? Pittsburgh
Plttsburgh Pénnsylvania

Pr sident, Wheeh llar Savings & Trust Compan
heetﬁng, West angan?a ’ paty

Presldent The Sec?nd National Bank
Uniontown, Pennsyvanla

WilJiam B, M cF
Presllt(%gnar gommonwealth Trust Company of
Plttsburgh Pennsylvania

Douglas M. Moorhead

Farmer _
North East, Pennsylvanla

Henry A. Roem
resident, Shargn Steel Corporation
Sharon, Pennsylvania

Member, Federal Advisory Council— 1953
George Gund, President

The Cleveland Trust Company
Cleveland, Ohio
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SUMMARY OF NATIONAL BUSINESS CONDITIONS

By the Board of Governors of the Federal Reserve System
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ZIRCONIUM — Another Wonder Metal

by CLYDE WILLIAMS, Director, Battelle Memorial Institute

“What is not yet known about
the uncommon métals will be vastly
more important than what is
known”, a_distinguished metallur-
gist has said.

In the last fifteen years, these
Prophetlc words have ring particu-
arly true of two of the” “uncom-
mon” metals, titanium and zircon-
ium. Intensive research at Battelle
and elsewhere has uncovered facts
about these metals that have
o brought them both to a position of
commercial importance. The story of titanium’ rise from
a laboratory cun_osm(] to commertial production has been
told many times in the press over recent years#
_Zirconium,  benefitting c0n5|derab|¥ from research on
titanium, s also coming qut of the laboratory into com-
mercial use. Although it'will not be produced in quantities
comparable to steel”or alyminum, postwar discoveries have
opened up a promising future_ for small tonnages of this
wonder .metal” in highly specialized applications. These
discoveries are now being applied to improvement of the
nation’s atomic-energy program. As cheaper and more effi-
cient prodyction méthods are developed, the new  dis-
_cr?(\j/eg{?s will lead to expanded use of the metal by private
inqustry, : . :
The “domestic supply of zircon, the mineral from which
the metal zirconium s made, comes. chiefly from beach-
sand deposits in Florida. It is also imported from other
lands, principally India and Australia. Known fechnically
as a Silicate of zirconium, zircon has an established and
growing market for nonmetallic uses. It serves principall
as a heat-resistant material or refractory. Zircon refrac-
fories are used In ?Iass, tanks for critical areas and are
especially good in afuminum-melting furnaces. In metallic
form. zifconium has been used in much smaller quantities,
chiefly as a “getter” in the more expensive power-frans-
mitting electronic tubes. The “getter’s !]ob IS fo ahsorb
?ases that are released inside such tubes, thereby increasing
he operating efficiency and life span of the tlbe.
Prospects for an expanded zirconium-metal industry
began sometime after World War 11 as a result of develop-
meént work on the atomic bomb project. Scientists were
conductlnt[] studies on_the atomic properties of the very
rare metal, hafnium. These studies indirectly opened the
way. to zirconium’s new feature. They revealed that the
ability of hafnium to absorb neutrons was very high. Zir-

* “Titanium ... A New Workhorse” aBpeared in this series in the
Monthly Business Review, December, 1950.

Editor’s Note—While the views expressed on this page are not nec-
essarily those of this bank, the Monthly Business Reviéw is pleased to
make “this, space_available for the discussion of significant develop-
ments in industrial research.
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conium, it was known, usually carries about 3 per cent of
hafnium as an impurity. By removal of the hafnium from
the zirconium, it was then calculated that zirconium would
have an extremely low ability to absorb neutrons. This
characteristic is very desirable in materials used to construct
nuclear power plants which depend heavily on neutrons
for splitfing the atom. _ N

With its ‘extremely low neutron-absorbing qualities now
recognized, zirconium became of great interest to the
Atomic Energy Commission because It also possesses other
valuable properties. Zirconium has excellent corrosion re-
sistance. The metal has sufficient strength to make 1t suit-
able for certain_ structural applications. This rare combina-
tion of properties makes zirconium “practically the perfect
material of construction for nuclear reactors”. =

Although the present important use for zirconium is in
the atomic_energy field, numerous potential commercial
uses exist, The most important of these is In the making
of cqrrosion-resistant equipment. |n combatting hydro-
chloric acid, zirconium 'is outstanding and may replace
tantalum, which is 22 times heavier and more ‘costly on
a per-pound basis. The chief applications for the metal
in"the hydrochloric acid field will be where good heat
transter is required, such as in condensers, hoilers, and
bayonet-type heaters. ,

ore Of the metal may be used as a gas ‘“getter” in

electronic tubes. _ReaII){_ extensive use for™ this” purpose
however, must wait until zirconium alloys with improveg
h|%_h-temperature strength are developed.” Promising appli-
cations are also seen in"glass-sealing, and for making surgi-
gla}lr |er}§ltruments and metallic partS used in human bone

1ghe chlﬁflrol%| fotr te_ch_nollgg% in the futtur_e of the zir-
conium-metal industry is in fifiding ways to_increase pro-
duction and@l decrease }{he cost of thg metal. Zirconium, mk_
titanium, has a strong tendency to hold on to nonmetallic
elements. The hig job, is to find a practical method for
removing such impdrities which cut down the metal’s per-
formance, Metallurglsts are developing processes. to meet
this need. One of the most promising of these is known
as the “Kroll process”. Using this methogd, the price of duc-
tile zirconium, produced on a large pilot-plant scale, has
been brought down from $300 per” pound 't $15-20. Such
success, credited to the U, S. Bureau of Mines, indicates
real possibilities for lowering the price considerably more
when the Kroll process is operated on a continuods pro-
duction basis. Numerous technical problems, however, must
be overcome before continuous operation can be achieved.

The Atomic Energzy Commijssion, which has a priority

on all present production of zirconium, is anxious to see
the metal declared openly available for industry. An ample
supply of zircon, available from domestic and foreign
sourcés, can support such a development. Progress towards
the goal Is indicated by the, success of new ‘methods de-
veloped for Producmg Zirconium metal, and by a growing
interest on the part of industry in zirconium’s usefulness
for commercial applications.
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