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Growth of Time Deposits

Tim e  d e p o s i t s  at the nation’s commercial banks have doubled in the postwar period. 
A combination of enlarged incomes and scarce goods contributed to a 17 percent rise in time deposits between the year-end 1945 and the year-end 1947. As goods became available, the accumulation of time deposits slackened. Since 1950, however, time-deposit growth has main­tained a pace unprecedented in peacetime. In the past two years alone, commercial bank holdings of time deposits increased about 22 percent.The significance of the accelerated rate of time-deposit accumulation has many facets, which are nearly as broad and complex as the economy itself. The scope of the analysis which follows has been limited to three broad aspects of time-deposit growth: (1) its bear­ing on the improvement in the economy’s financial underpinning; (2) its effect on bank liabilities; and (3) the structure of time de­posits at Fourth District member banks.

Time Deposits —
A Financial Underpinning

Time deposits are principally savings of in­dividuals in a highly liquid form. Therefore, a larger volume of time deposits should en­hance the ability of the economy to resist recession, whether such deposits are subse­quently drawn down to meet emergencies or are retained as a reservoir of consumer con­fidence. Of course, an increase in prices may have already absorbed the real value of the gain in time deposits. An increase in individ­ual debt may have offset the effect of in­creased holdings of time deposits on consumer capacity to purchase. In any event, if the gain in time deposits has resulted from shifts from other forms of holding liquid assets, the economy’s financial underpinning has not improved.It is evident from the accompanying chart that the rate of time deposit growth out­

stripped the expansion of ‘‘other liquid as- sets,,(1) in postwar years, especially in 1957 and 1958. Nevertheless, the steady climb in holdings of “ other liquid assets,” which in­creased by nearly two-thirds in the postwar period, indicates that the growth of time de­posits has not precluded gains in savings in other forms. Indeed, time deposits at mutual savings banks more than doubled in the post­war period, while share accounts at savings and loan associations have increased more than sixfold. Thus, some other forms of liquid savings have held their own, or more than held their own, in comparison with the rate of growth of time deposits. Only U. S. savings bonds and postal savings have experi­enced a decline in the dollar amounts of sav­ings. In these cases, however, fixed rates of return during most of the postwar period have brought about a competitive handicap.Increased interest rates paid on time de­posits and “ other liquid assets,” especially in recent years, have probably made asset-hold­ing in the form of money—currency and demand deposits—less attractive than it other­wise would have been. As shown on the chart, the money supply rose less than two-fifths during the postwar period. The money sup­ply, however, is more responsive to business conditions and Federal Reserve policy than are time deposits and “ other liquid assets,” and it represents assets of business as well as individuals.Estimates prepared by the Securities and Exchange Commission indicate, nevertheless, that holdings of currency and demand de­posits by individuals have increased during the postwar period. The continued increase in money holdings by individuals suggests that
(i)  Includes IT. S. savings bonds, share acconnts in savings and loan associations, time deposits in mutual savings banks, postal savings accounts, and snares in credit unions.Marketable security holdings are excluded because they carry a risk that principal may not be fully recovered., unless they are bonds held to maturity. When the need for funds arises, therefore, security holdings mar be, in effect, illiquid and destabilizing rather than liquid and stabilizing.The money supply —  demand deposits and currency —  is treated separately.
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the addition of $86 billion to holdings of time deposits and “ other liquid assets” during the postwar years tended to represent a net gain in the nation’s financial underpinning rather than merely a shift from one form of holding to another.When considered in the broad setting of the economy, however, the dollar amount added to holdings of liquid assets (other than money holdings) becomes less impressive than at first appearance. For example, when ac­count is taken of the decrease in the value of the dollar over the thirteen-year interval (as measured by the rise in the Index of Con­sumer Prices), the equivalent of the $86-bil- lion addition to such holdings when expressed in constant dollars is $32 billion.

GROWTH OF TIME DEPOSITS 

AND OTHER ASSETS
B i l l i ons  of  D o l l a r s

MONET SUPFLT includes demand deposits at commercial banks and currency outside banks.
OTHER LIQUID ASSETS are described in the footnote on the opposite page.

Furthermore, in the immediate postwar period, individuals were debt-free by current standards; holdings of liquid assets, includ­ing time deposits, were nearly five times total consumer and real estate credit on one- to four-family residences. By 1958, such holdings were little more than one-fifth larger than debt obligations. Similarly, holdings of liquid assets have not kept pace with the increased rate of spending associated with higher living standards. Asset holdings were about 25 per­cent larger than personal consumption ex­penditures in 1945, but were less than seven- tenths of the annual rate of personal con­sumption expenditures in the second quarter of 1958.Thus the unusually liquid position of indi­viduals in 1945 has deteriorated (as was to be expected) under the circumstances of rising expenditures and debt obligations in the ensuing thirteen years. By prewar stand­ards, however, the economy’s financial under­pinning has improved. The ratio of liquid assets to debt obligations is now near prewar, 1941, levels, and the ratio of liquid assets to current expenditures has improved from about 50 percent in 1941 to about 70 percent in mid-1958.

Commercial Bank Liabilities

By 1958, time deposits had come to comprise more than one third of total deposits of com­mercial banks in contrast to little more than one quarter of total deposits in 1945. The rela­tively larger growth of time deposits has in­fluenced the distribution of bank loans and bank earnings.Time deposits are less active than demand deposits. Thus, larger holdings of time depos­its enable banks to carry more long-term loans. For example, real estate loans held by na­tional banks are, with some exceptions, limited by statute to 60 percent of their time depos­its or 100 percent of unimpaired capital and surplus. In 1945, real estate loans comprised about 18 percent of total loans at commercial banks. Gains in time deposits represented one of the important factors that enabled banks to participate in the expansion of real estate
3
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TABLE 1

TIME DEPOSITS, BY TYPE OF ACCOUNT
Fourth District Member Banks

TYPE OF ACCOUNT June 30, 1938 June 30, 1945 June 23, 1958

Savings Deposits 86.8% 95.8% 87.8%
Christmas Savings 0 .8 0.7 1.2
Certificates of 

Deposit 6.0 1.9 4.9
Open Accounts(1) 6 .4 1.6 6.1

Total Time 
Deposits(1) 100.0% 100.0% 100.0%

(i) Excludes accounts of reporting banks’ own trust depart­ments. Includes deposits accumulated for payment of consumer loans.

credit in the postwar years; by 1958, about one fourth of their loans were in real estate 
loans.Moreover, special surveys of business loans 
conducted by the Federal Reserve System in 
1946, 1955, and 1957 indicate a trend toward 
longer maturities on business loans held by 
banks. Relative expansion of both longer-term  business loans and real estate loans generally results in a higher average rate of return on loans, thus improving bank earning power.

A larger relative volume of time deposits than demand deposits also improves bank earning potentials, despite interest paid on time deposits, by requiring a smaller reserve 
deposit at Federal Reserve banks. Member 
banks, depending upon thedr location, are 
required to maintain reserve deposits at Fed­
eral Reserve banks equal to from 11 percent 
to 18 percent of their demand deposit liabili­
ties, but all member banks are required to 
hold only a 5 percent reserve against time 
deposits.
Structure of Time Deposits —
Fourth District Member Banks

As the name implies, time deposits are with­
drawable at a definite future date or upon

advance notice to the bank. In practice, time limitations upon withdrawal vary among the 
several types of time deposits at commercial 
banks, from immediate withdrawal to six 
months or more. Thus all time deposits do not 
have the same degree of liquidity. Some in­
formation on this point can be gained by re­viewing statistics made available on the 
reports of condition of Fourth District mem­
ber banks in mid-year 1957 and mid-year 1958.

As shown by Table 1, savings deposits have long been the largest component of time de­
posits. Regular savings deposits, as evidenced 
by a passbook, may be held only by indi­
viduals and nonprofit or eleemosynary organi­
zations. Banks are permitted to require a

TABLE 2

TIME DEPOSITS, BY TYPE OF OWNER

1957-1958 

Fourth District Member Banks

TYPE OF OWNER June 6, 1957 June 23 . 1958 PercentChange

(Millions of dollars)
INDIVIDUALS: $4,014 $4,296 +  7%

Savings Deposits 3,595 3,864 +  8
Christmas Savings 50 51 +  2
Time Certificates 148 154 +  4
Time Deposits, 

Open Accounts 27 15 —44
Accumulated for 

Payment of Con­
sumer Loans 194 212 +  9

BUSINESSES: 63 103 +64
Corporations and 

Institutions 58 95 +64
Nonfarm, Non­

corporate 5 8 +60
O T H ER (1) 87 94 +  8
Total Time Deposits $4,164 $4,493 +  8%
(l) Accounts of reporting banks’ own trust departments and foreign holders.
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thirty-day notice of intended withdrawal of savings deposits; as a matter of practice, they seldom do so. Time certificates of deposit are evidenced by instruments redeemable only after a specified date or thirty days after written notice has been given. Certificates may run for six months or longer and often earn a higher interest rate than savings accounts. 
Time deposits open-account are subject to written contracts that limit withdrawal to a specified date or to thirty days after written notice. “ Open accounts” in Table 1 include deposits accumulated for payment of con­sumer loam. In 1958, such deposits accounted for over 75 percent of open accounts at Fourth District member banks.

The composition of time deposits by type of account in June 1958 was almost the same as it was twenty years ago. Savings deposits represented about 88 percent of the total, while about 1 percent of time deposit money was in Christmas savings accounts, and 11 percent in certificates of deposit and open ac­counts. During the war-time interval, as judged by the condition report for mid-1945, there was a marked difference in the per­centage distribution by type of deposit. Cer­tificates of deposit and open accounts showed a marked decline from the prewar share, while savings deposits had doubled. Interest rates paid on time accounts during the war years were probably too low to compensate for hold­ing savings in these less convenient forms.
Ownership of savings deposits is limited by regulation to individuals and nonprofit organ­izations; such individuals’ savings deposits comprise the largest part of total time depos­its. As shown in Table 2, some individual savings are also held as time-certificate and open-account deposits. Of the time deposit total, about 95 percent represents individual accounts, but 5 percent within this 95 per­cent represents deposits accumulated to pay consumer loans.Deposits of individuals increased about 7 percent between mid-year 1957 and mid-year 1958. Most of the increase was in regular savings accounts, while open accounts of indi­viduals experienced the only decrease.Business firms owned about 2 percent of

TIME DEPOSITS OF BUSINESS FIRMS
M*«b»r I n k  !■ Major Cities

M i l l i o n  of D o l l a r s30 -------------------

C L E V E L A N D P I T T S B U R G H C I N C I N N A T I

total time deposits at Fourth District member banks, as of June 1957. Despite a 64 percent increase in accounts held by business firms, their share of total time deposits was only fractionally greater in June 1958 than in the year-ago month. Responsiveness of business firms to rates in other markets, such as Treas­ury bills, probably accounts for their greater variability. As a result, they contribute more to short-run fluctuations in time deposits than their relative size might indicate. In the volatile 1957-1958 period, however, Treasury bill rates dropped sharply, while time deposit rates increased; yet business deposits ac­counted for only 15 percent of the increase in time deposits.Member banks in the District’s three largest cities, Cleveland, Cincinnati, and Pittsburgh, accounted for nearly 45 percent of total time deposits in the District in mid-1958. Cleveland banks held 23 percent of the total, while Pitts­burgh and Cincinnati banks held 16 percent and 5 percent, respectively.The 8 percent increase in time deposits at Fourth District member banks between June
5
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1957 and June 1958 was not representative of the major cities. In Cincinnati, where the em­
ployed labor force and industrial production 
declined the least, time deposits rose nearly 
20 percent. (This may reflect in part a cau­
tious attitude on the part of those who, while 
still employed, were apprehensive about the general business decline.) In contrast, Cleve­
land, which experienced large declines in both 
employment and industrial activity, posted an 
increase in time deposits of less than 5 per­cent. Pittsburgh, a city also hard hit by the 
recession, registered almost a 15 percent in­
crease in time deposits, about one third of which was due to the absorption of non-city 
banks by Pittsburgh banks. Even when ad­justed for bank structure changes, however, 
time deposits at Pittsburgh rose 10 percent, 
or more than the District average.

Apparently, business recessions that are short-run are accompanied by growth rather 
than decline in time deposits. In some areas, new precautionary savings increase, but a 
principal factor appears to be a decline in 
withdrawals. When activity in time deposit 
accounts declines, a reduced withdrawal rate 
results in increased deposit balances.

An added impetus to time deposit growth

may have resulted from the revision of Regu­lation Q at the beginning of 1957, which in­
creased the legal maximum for interest rates 
on time deposits. The largest relative increase in time deposits among the Districts’ major 
cities during the year ended in June 1958 
occurred at Cincinnati, where interest rates 
on savings accounts were raised from 1 per­cent to 3 percent in August 1957.(2) On the 
other hand, banks in both Cleveland and Pitts­
burgh raised the rate in savings accounts to 
21/2 percent in July 1957, but the relative in­crease in time deposits at Pittsburgh banks 
was twice as large as the gain at Cleveland banks.

Time deposits owned by business firms in­creased in all three leading cities. The accom­
panying chart displays the wide divergence in 
rates of growth. Businesses in Cincinnati 
more than doubled their time deposits during 
the year ended June 1958. In Cleveland, 
where the increase in total time deposits was slight, business accounts jumped from $15 million to $27 million. On the other hand, 
Pittsburgh banks experienced only a 20 per­
cent increase in business accounts, well below the District average.
(2) Cincinnati banks lowered interest rates on savings de­posits to 2 %  percent on August 1, 1958.
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A  Year of Agricultural Abundance

Th e  c u r r e n t  y e a r  marks an achievement 
in agricultural production that few would 
have considered possible early in the year. A 
growing season that began with unprece­

dented crop losses in the southern growing 
areas and the smallest planted acreage in 
nearly two generations is now being con­
cluded by an outturn of crops that far sur­
passes that of any previous year. Moreover, the output of livestock products registered further gains despite a concerted effort to ex­
pand the inventory of breeding stock.The outcome of this year’s agricultural production has already been reflected in im­
proved farm income, despite the downward 
pressure on farm prices. It is an important 
element in the current outlook for farm prices 
and, because of its influence toward lower 
food costs, it is an element to be considered in appraising the prospects for the Consumer 
Price Index.

FARM OUTPUT

The total output of the nation's farms pushed to a 
new high this year, as record yields offset a further 
reduction in the area of cropland used.

In terms of total output, the product of the 
nation’s farms in 1958 will surpass the record 
level attained in each of the past two years by nearly 9 percent. As shown in an accom­
panying chart, there was an 11 percent ex­
pansion in the volume of crops produced, 
based on estimates of the U. S. Department 
of Agriculture. As is also noted on the chart, 
the estimated volume of livestock and prod­ucts realized registered only a moderate gain.
Farm Output Expands

The abundance of agricultural products realized this year is noteworthy from two 
basic standpoints. In terms of land resources 
used, the unparalleled volume of crops, now 
largely realized, is yielded by the smallest harvested acreage in forty years. Further­
more, in terms of manpower, the unprece­
dented outturn was produced with about 6 
percent fewer workers than were employed in agriculture in 1957.

The increase in yield per acre over the pre­vious high was phenomenal for several of the major crops, as shown in an accompanying tabulation.
Yields Per Acre of Selected Crops 

United States — 1958

Yield per 
Acre

% change from 
previous high*

Sorghum grain, bu.. . . 38.3 +  33%Wheat, bu................... 27.0 +  24Oats, bu....................... 44.5 +  16Cotton, lbs.................. 472 +  13Corn, bu...................... 51.7 +  11Soybeans, bu............... 24.6 +  7
* Previous high for oats and cotton established in 1955; all others in 1957.
Source: U. S. Department of Agriculture estimates of crop production.
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The marked gain in yields over previous highs for several of the major crops and a better than 12 percent increase in the level of production per acre for all crops reflect the influence of a number of factors this past year. The culmination of the drought in the Great Plains States had a distinct effect on the out­turn of wheat and sorghum grains, for ex­ample. The tendency for plantings of crops under acreage restrictions to be concentrated on the more productive land areas presumably had a favorable influence on yields of those crops.(1) Also, the generally favorable growing conditions that prevailed over the nation, fol­lowing the unseasonably cool weather that severely damaged southern citrus fruit and vegetable crops early this year, fostered high yields per acre. Finally, the unusually favor­able fall harvest period aided in maximizing production per acre.
A marked expansion this year in the acre­ages of wheat and soybeans, up 23 percent and 13 percent, respectively, was coincident with record yields and helps explain why food grains and oilseed crops registered the sharp­est year-to-year gains in output of all of the major groups of crops. (See table.) The total output of food grains (wheat, rye, and rice) is indicated to be 48 percent larger than last year and the volume of oilseed crops is esti­mated to be up nearly a fourth.
The sharp expansion in the total volume of crops achieved this year can be attributed to increases in production of all of the major groups of crops, except hay-and-forage and sugar crops. A reduction in acreage in the case of the former and a decline in average yields per acre in the case of the latter caused production of those two types of crops to fall short of year-earlier levels.
The gain in volume of livestock and prod­ucts registered this year took the form of a substantial rise in the quantity of poultry and eggs produced and a moderate increase in the output of meat animals. An increase in the rate of production per breeding unit was wholly responsible for the gain in output as the units of breeding stock on farms dropped

(i)  The acreage of some crops such as wheat was larger in 1958.

Farm Production 
1947-49 =  100

1958
% change from 1957

Farm Output.............. 123 +  9%All Crops*................. 118 +  11Food grains............. 117 +  48Oilseeds................... 183 +  25Feed grains............. 134 +  11Cotton..................... 83 +  8Tobacco................... 87 +  5Vegetables............... 100 +  4Hay and forage. . . . 112 —  3Sugar crops............. 123 —  2
All Livestock andProducts.................. 124 +  3Poultry and eggs. . . 144 +  5Meat animals.......... 123 +  3Dairy products....... 111 —0—
Cropland used............ 94 — 1Crop production peracre.......................... 126 +  13Units of breedinglivestock.................. 101 — 1Production perbreeding unit.......... 123 +  3
*Includes some crops not in separate groups shown. 
Source: Department of Agriculture.

below a year earlier in common with the area of cropland used. The production of dairy products, however, remained unchanged from that of the previous year.
Rise and Fail of Farm Prices

The prices received by farmers advanced sharply early this year, reaching a five-year high in April. This upsurge in the general level of prices to farmers occurred chiefly as a consequence of reduced marketings of meat animals and contraction in the market sup­plies of fresh vegetables and citrus fruits. Marketings of meat animals were curtailed early this year as producers retained young stock in an effort to rebuild breeding herds. The market supplies of fresh vegetables and
8
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fruits were sharply curtailed early in the year owing to the damage to crops caused by sub­freezing temperatures in the winter-garden 
and citrus areas of the South, mentioned earlier.

After a period of relative stability in the spring, prices received by farmers turned 
downward through the summer months in re­
sponse to heavier marketings. Nevertheless, 
prices received through the first ten months of 
the year averaged 6 percent above the same period of 1957. Moreover, in mid-October, at 
the peak of the fall harvest, prices of farm 
products generally were about 5 percent 
higher than a year earlier, as indicated in the 
chart below showing the percent change in 
prices received from October 1957 to October 
1958. Much higher prices than last year for 
fruit and meat animals, and moderately higher prices for tobacco and cotton, more than compensated for the year-to-year price 
declines that occurred for the other major 
groups of farm commodities.

PRICES RECEIVED BY FARMERS

O c to b e r  1958,  percent  c h a n g e  f rom y e a r  a g o

- 3 0 %  - 2 0  -10 0 +10 + 2 0  + 3 0  
|---------1----- r------------- 1-------------------1--------- :--------1------------------- 1 > l I

ALL FARM PRODUCTS ■ ■

Prices of farm products generally were above year- 
ago levels in October; prices of fruit and meat ani­
mals were much higher than a year ago, while 
prices of wool, potatoes and several other major 
farm products were considerably lower.

GROSS FARM INCOME —  U. S.

B i l l i on s  of  D o l l a r s
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Gross farm income in 7958 will exceed the peak 
rate of 7957, but net income will fall short of that 
year because of higher costs.

1958 estimated on basis of first three quarters.

Farm Income Higher

Gross farm income, on the basis of the first three quarters, is estimated by the Depart­ment of Agriculture at $37.6 billion in 1958. 
That amount, if realized, will exceed the peak rate of 1951, as shown in the chart above. Net income, however, will fall short of the level 
reached that year because of higher costs.The gross farm income now in prospect for
1958 will apparently surpass that of 1957 by about 10 per cent and net income may exceed 
the low of last year by more than a fifth. The 
marked improvement in gross farm income 
this year reflects the influence of much higher 
prices for livestock, heavier marketings from 
record crops of the current year, delayed 
marketings from last year’s late harvests, and 
some increase in payments to those who de­
posited cropland in the Soil Bank. Net income 
was enhanced by reason of the fact that pro­
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duction expenses did not rise as rapidly as the cash receipts derived from farm marketings.
Fourth District Production and Income

Farm production in the Fourth Federal Re­serve District paralleled the national trend, with the percentage increase in the case of some crops exceeding that which occurred nationally. Farm income in the District also rose, but the rate of rise was more moderate than the national gain.Production of the principal crops in the District, as indicated in the following tabula­tion, was well above last year except for burley tobacco. The quantity of that crop was slightly below the previous year’s total, due mainly to a decline in the average yield per acre; the crop, however, is reported to be of high quality. Excessive rainfall early in the growing season was largely responsible for the reduction in yield per acre of burley tobacco.
Production of Major Crops 

Fourth District111

1958MillionUnits % change from 1957
Wheat, bu................... 48.8 +  32% +  27 

+  19 +  16 
+  4 —  2

Oats, bu....................... 67.3Soybeans, bu............... 39.2Com, bu...................... 239.1Hay, tons.................... 5.9Tobacco (burley) lbs... 147.5

(i)  Based on November 1 crop estimates, U.S.D.A.

The increase from the previous year in the volume of corn, oats and hay exceeded that which occurred nationally. Wheat was the only crop of which the percentage expansion in output in 1958 fell short of that which occurred in the nation. The estimated produc­tion of wheat in the Fourth District was a third larger than last year, whereas the out­turn for the nation was more than 50 percent greater than in 1957.

The tonnage of hay harvested in the Dis­trict, although greater than last year, is re­ported to be of lower quality. Excessive rain­fall in many areas of the District during the normal harvest period resulted in serious losses and much of the hay that was finally harvested was of inferior quality.The cash receipts from farm marketings through September of this year indicated a moderate rise in farm income in the District. The increase, however, was considerably less than that indicated for the nation, as shown in a tabulation of estimated cash receipts.
Estimated Receipts from Marketings

Fourth District

January-September

1958Million
Dollars

Percent
changefrom

1957
Kentucky.................... $ 256 -  4%Ohio............................. 651 +  2Pennsylvania.............. 519 +  6West Virginia............. 77 +  5Fourth District* . . . 855 +  4United States.......... 19,500 +  11
*A11 of Ohio pins parts of Kentucky, Pennsylvania and West Virginia.Source: U. S. Department of Agriculture.

The failure of farm income in the Fourth District to register as much gain as occurred nationally probably reflects the influence of lower average prices for dairy products and some of the major crops which tended to coun­terbalance the gains in cash receipts realized from higher average prices for meat animals.
Farm Prices and General Prices

Turning now to the effect of the record farm output on wholesale prices, it is appar­ent that the downward trend of farm prices at wholesale in recent months has had a stabi­lizing influence on the general level of whole­sale prices. Early this year, when the whole-
10
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WHOLESALE PRICES
I N D E X  1947-49=100

Wholesale prices of all commodities have displayed 
marked stability in recent months as prices of farm 
products declined under the weight of increased 
marketings and prices of other products strength­
ened in response to improved business activity.

sale prices of farm commodities advanced sharply, the all-commodity price index, as shown in the accompanying chart, rose even though prices of commodities other than farm and food generally were weakening. Since mid-summer, however, the downward trend of wholesale prices of farm products has offset some advance in the general level of prices of commodities other than farm and food to impart a considerable degree of stability to the “ all-commodities” index of wholesale prices.Record supplies of food grains, feed grains, and oilseeds, together with the prospect of an expansion in the output of livestock and prod­ucts, suggest that the wholesale prices of farm products will be under pressure for some months to come. The movement of commodi­ties under price support agreements was at peak levels this fall and while that will pre­sumably have a stabilizing influence on prices of eligible farm commodities, levels of support

for most items are lower than for last year. Moreover, the indicated expansion in live­stock products, particularly of pork, implies that market receipts are due for substantial expansion within the coming year.
Food Costs Ease

The retail cost of a fixed “ market basket” of food, which represents the average quanti­ties of farm-food products purchased per wage-eamer or clerical-worker family during the course of a year, rose to a record high in the second quarter of 1958, according to data assembled by the Department of Agriculture. The retail cost of the farm-food market basket is shown in an adjoining chart in conjunction with the farm value and marketing charges, i.e., farm-retail spread.After reaching a high in the second quarter, the retail cost of a “ market basket” of food turned down in the third quarter, reflecting a decline in farm values which more than off-
COST OF MARKET BASKET OF FOOD

INDEX 1947-49=100

The retail cost of a fixed "market basket"  of food 
eased from a record high in the second quarter as 
huge supplies of farm products trimmed farm values 
sufficiently to offset some further rise in marketing 
charges.
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set a further rise in the farm-retail spread or marketing charges as designated in the chart.Charges for marketing farm food products 
are reported by the Department of Agricul­
ture to have continued to rise through mid­summer of 1958. In fact, unit charges in the 
third quarter averaged 5 percent higher than 
in the same period last year. Costs of many items associated with the marketing of food 
such as containers, packaging materials, trans­
portation, equipment, and construction ad­
vanced during the year. Average hourly earn­ings of employees in food marketing establish­
ments are also reported to have risen 4 percent 
during the twelve months ended in August.

While the general upward trend in market­

ing charges was a factor in pushing the retail cost of the market basket to a new high in the 
second quarter of 1958, the rapid rise in farm 
values was the dominant influence at that 
moment. Sharp advances in the prices of 
fresh vegetables, citrus fruits, potatoes, and 
meat animals in response to reduced market­ings for reasons previously discussed caused 
farm values to rise rapidly during the early part of 1958. After reaching a high in the 
second quarter, farm values turned down sharply in the third quarter as marketings 
from the record outturn of crops reaching 
maturity in mid-summer began moving to 
market. The changes associated with abund­
ance were already under way.

ANNUAL INDEX to MONTHLY BUSINESS REVIEW (1958)

FINANCE
Trends in Bank Loans to Business ......... February
Interest Bates on Large and Small

Bank Loans .................................................March
Bank Earnings in 1957 ...................................... April
Survey of Demand Deposit Ownership ..............May
Results of the 1957 Business Loan Survey........June
Business Borrowers at Fourth District Banks....July
Terms of Bank Loans to Business ................August
Mortgage Warehousing .................................. October
Growth of Time Deposits ..........................December

INDUSTRY
Industrial Summary — 1957 ........................January
Local Impacts of Unemployment ....................March
Geography of Steel Consumption ....................April
Heavy Industry Turns the Corner ..........September

12

AGRICULTURE
Whittling Down the Stake

in Farm Price Supports ......................February
Contract Production in Agriculture ..................May
Production Changes and Farm Finance ..... August
Airplanes in Agriculture ............................ November
A Year of Agricultural Abundance ..... ....December

TRADE
Department Store Trade During 1957 ....... January
Two Cycles of Department Store S a les..............May
Overseas Trade of Great Lakes P o r ts ......... October

GENERAL
Leveling Tendencies in Wholesale Prices ........June
Another Look at Northeast Ohio ........................July
Second-Quarter Gain

in National Product ............................September
Tax Revenues of State Governments....... November

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




