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MONEY MARKET IN SEPTEMBER

T h e  unrelieved  tigh tness in  the  m oney m ark e t th a t had  
preva iled  over the  sum m er m on ths th is year was still in  
evidence d u rin g  the  early p a rt of Septem ber. By the m id ­
dle of the  m o n th , how ever, the  pressure on  bank  reserves 
had  abated  considerably, and  in  the  nex t ten  days the m arke t 
developed g rea te r ease th an  has ex isted  a t any tim e since 
a t least last June. T h e  im p o rta n t sources of funds in  th is 
pe rio d  w ere: ( 1 )  substan tia l n e t T reasury  d isbursem ents 
as th e  T reasury  n o t only allow ed its deposits w ith  the  
Federal R eserve Banks to  ru n  dow n in  an tic ipa tio n  o f cash 
receip ts a fte r th e  S ep tem ber 15 tax  date  b u t also borrow ed 
tem porarily  on special certificates d irectly  fro m  the Federal 
R eserve Banks, ( 2 )  the  custom ary m id m o n th  g row th  in  
Federal R eserve float, and  ( 3 )  Federal R eserve security  
purchases a fte r the  m idd le  o f the  m o n th  in  aid  of the 
T reasu ry ’s re fu n d in g  o f securities m a tu rin g  on O ctober 1. 
In  the  rem ain der o f the  m o n th  the  T reasury  and  float in flu ­
ences w ere reversed, ten d in g  to  restore a degree o f firm ness 
to  the  m oney  m arket.

Y ields on  sh o rt-te rm  issues in  the  G o vernm en t security  
m arke t tended  to  m irro r  th e  developm ents in  the  m oney 
m arket. T h e  m arked  firm ness early in  th e  m o n th  was 
reversed, and  m ark e t yields, particu larly  on  T reasury  bills, 
m oved low er afte r the  books w ere opened  on  S eptem ber 15 
for the  T reasury ’s exchange offering  fo r its certificates 
m a tu rin g  O ctober 1. As m oney becam e som ew hat less easy 
tow ard  th e  end  of Sep tem ber, sh o rt-te rm  yields m oved u p  
nearer to  th e ir  earlie r levels. P rices of in te rm ed ia te  and 
long -te rm  issues, bo th  bank  elig ib le  and  restric ted , tended  to  
m ove steadily  low er over the  m o n th , reflecting  fu rth e r  ad ju st­
m en t to  the  h ig h er level o f yields on  new  corpora te  and 
m un icipa l bo n d  offerings and  the  h ig h e r rates offered on 
new  issues o f sho rter-term  T reasury  securities.

T h e  T reasury ’s financing p ro g ram  in  Sep tem ber involved an 
offering  o f 2Ys  p e r  cen t fo u rteen -m on th  T reasury  notes to 
m a tu re  D ecem ber 1, 1953 fo r the  10.9 b illion  dollars of V/s

p e r cent certificates o f indebtedness m a tu rin g  O ctober 1. (A t 
the  tim e o f the o p en ing  of th e  books, the  Federal R eserve 
Banks held  6.8 b illio n  dollars o f th e  m a tu rin g  certificates so 
th a t only 4.1 b illion  dollars w ere held  by the  m ark e t.)  Books 
w ere open  fro m  Sep tem ber 15 to  18, and  exchange subscrip­
tions ( in c lu d in g  F ederal R eserve su b scrip tio n s) w ere received 
to ta lin g  97 p e r  cen t o f the  m a tu rin g  issue. O n  Sep tem ber 24 
th e  T reasury  announced  th a t i t  w ould  offer on  O ctober 3 
approx im ate ly  2.5 b illio n  dollars o f tax  an tic ipa tio n  bills to  be 
dated  O ctober 8 and  to  m a tu re  M arch  18, 1953. T h e  new  bills 
w ill be acceptable a t face value in  pay m en t of incom e and 
profits taxes due M arch  15, 1953. P ay m en t fo r the  bills m ay 
be m ade in  cash or, in  the  case of qualified depositary  banks, 
by cred it to  the T reasury ’s T ax  and  Loan A ccount.

Business loans of w eekly re p o rtin g  m em ber banks increased 
seasonally over the  first th ree  s ta tem en t w eeks in  Sep tem ber, 
w ith  th e  largest p a rt  o f the  increase concen tra ted  in  loans to  
com m odity  dealers, food, liquor, and  tobacco firms, and 
sales finance com panies. R eductions in  bank  ho ld ings o f G ov­
ernm en t securities over th is p e riod  offset a large p a rt of 
the  increase in  the  to ta l of business loans, real estate loans, 
and  consum er loans, how ever, so th a t the  to ta l loans and 
investm ents o f rep o rtin g  banks w ere only m oderately  h ig h er 
fo r S ep tem ber ( th ro u g h  the  1 7 th ) .
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M em ber B a n k  R eserv es  
Excess reserves held  by m em ber banks on Sep tem ber 3, the 

close of the  first s ta tem en t w eek o f the m on th , to ta led  only 
242 m illio n  dollars, one-fou rth  as m uch  as the  968 m illion  
dollars of m em ber bank  indebtedness to  the Federal R eserve 
Banks. In  th a t week, currency in  c ircu lation  had  increased by 
m ore th an  a qu a rte r o f a b illio n  dollars to  m eet the  m on th - 
end and Labor D ay w eek-end dem and  for currency, as show n 
in  the  accom panying table. In  the  fo llow ing  w eek the  p res­
sures on  bank  reserves eased considerably, largely as the result 
of a sizable volum e of funds supp lied  to  the  m ark e t th ro ug h  
T reasury  outlays in  excess of receip ts in  its accounts w ith  the 
Federal R eserve Banks.

T h e  easing in  bank  reserve position s th a t had begun  in  the 
s ta tem en t w eek ended Sep tem ber 10 was fu rth e r ex tended  in  
the  fo llow ing  week. Federal R eserve float, w h ich  had  begun  
to  increase early in  the m on th , expanded  rap id ly  over the 
m idd le of Septem ber, reach ing  a peak  on S ep tem ber 18 nearly 
600 m illion  dollars h ig h er th an  the  end-o f-A ugust total. T he 
Treasury  p u t ad d itiona l funds in to  the m arke t in  the  w eek of 
the 17th, m ak ing  a tw o-w eek to ta l of ap proxim ate ly  one b il­
lion  dollars from  th is source. T h e  n e t outlay g rew  out of the 
fact th a t the T reasury  lim ited  calls on  its com m ercial bank  
depositaries im m ediate ly  p rio r  to  the  tax  collection period  
w h ile  m ee tin g  its ex pend itures by draw ing  on its R eserve 
B ank deposits, w h ich  w ere created  in  p a rt by selling  sh o rt­
term  special certificates to  the Federal R eserve Banks.

Funds supplied  th ro u g h  the purchase of G o vernm en t securi­
ties by the Federal R eserve System, inc lud ing  m ark e t purchases 
of short-term  securities fo r System  A ccoun t and purchases from  
dealers by the  Federal R eserve B ank of N e w  Y o rk  und er

W eek ly Changes in Factors Tending to Increase or Decrease 
Member Bank R eserves, September 1952  

(In millions of dollars; ( +  ) denotes increase,
(— ) decrease in excess reserves)

Factor

Statement weeks ended Four
weeks
ended
Sept.

24
Sept.

3
Sept.

10
Sept.

17
Sept.

24

Operating transactions
Treasury operations*...................
Federal Reserve float...................
Currency in circulation..............
Gold and foreign account..........
Other deposits, etc.......................

Total................................

Direct Federal Reserve credit trans­
actions
Government securities................
Discounts and advances.............

Total................................

Total reserves........................................
Effect of change in  required reserves.

Excess reserves.....................................

-  11
+  51 
- 2 6 2  
+  34 
-  12

+376  
+  98 
+  27 
+  26 
+  94

+ 343  
+432  
+  72
-  32
-  32

- 2 5 0  
- 4 5 3  
+  45 
+  92 
+  19

+458  
+  128 
- 1 1 8  
+  120 
+  69

- 1 9 8 +6 2 2 +7 8 2 -5 4 8 +658

+  90 
+  71

+  47 
-  89

+511
- 5 6 6

-  25 
+  87

+ 623
-4 9 7

+161 -  42 -  55 +  62 +126

-  37 
+ 1 2 7

+ 5 8 0  
-  3

+ 727
- 3 4 2

-4 8 6  
+  29

+784
- 1 8 9

+  90 +5 7 7 + 3 8 5 -4 5 7 +5 9 5

Note: Because of rounding, figures do not necessarily add to totals. 
* Includes changes in Treasury currency and cash.

repurchase ag reem ent, w ere an o th er im p o rtan t source of b ank  
reserves at one tim e o r an o th er in  the first th ree  s ta tem en t 
w eeks of Sep tem ber. T h e  largest p a rt of such purchases fell 
in  the th ird  w eek w hen  substan tia l purchases of the  certificates 
m a tu rin g  O ctober 1 w ere m ade in  order to  aid  th e  T reasury  
in  its re fu n d in g  opera tion . T hese purchases w ere p a rtly  offset 
by resales of sho rt-term  securities to dealers. T h e  n e t release 
of Federal R eserve cred it (o th e r  th an  th ro u g h  f loa t)  was 
reduced, how ever, since reserves released th ro u g h  System  
security  opera tions w ere offset in  large p a rt by  a red uc tio n  of 
bank  b o rrow in g  fro m  the  R eserve Banks.

D u rin g  the  last th ird  of S ep tem ber, the  factors th a t earlier 
had  created  ease w ere reversed and  a m arked  loss of bank  
reserves occurred. T he  T reasury  w ith d rew  funds fro m  its bank  
depositaries to  rebu ild  its balances w ith  th e  R eserve Banks and 
re tire  the special certificates, and float receded sharply  fro m  its 
m id m o n th  levels. D esp ite  the  substan tia l d ra in  on bank  re ­
serves in  the la tte r p a rt of the  m on th , how ever, m em b er banks 
w ere still in  an easier reserve p o sitio n  a t the  end of S ep tem ber 
th an  they w ere at the end  of A ugust, as ev idenced by a low er 
volum e of borrow ings fro m  the Federal R eserve B anks and  by 
the  increase in  excess reserves held  by m em ber banks.

Federal funds rates in  the N e w  Y o rk  m oney m arket, 
w h ich  had  held  alm ost continuously  at l 1:L/ {e  p e r  cen t fo r 
tw o m on ths p rio r  to  m id-S eptem ber, reflected the  easing 
in  bank  reserves a t th a t tim e, an d  funds w ere traded  a t 
rates as low  as Vs o f  1 p e r  cent. N e w  Y o rk  C ity banks, 
w h ich  had  en tered  Sep tem ber in  a tig h t reserve position , 
w ere able, by the th ird  sta tem en t w eek, to repay alm ost all of 
th e ir  indebtedness to  the Federal R eserve Bank. C ity  banks 
ten ded  to  lose reserves th ro u g h  an  outflow  of funds d u rin g  the 
p e rio d  w h en  the m arke t was easing, as receip ts fro m  th e  
S ep tem ber 15 T reasury  in te rest paym en t and fro m  th e  sale o f 
G o vernm en t securities in  the  m arke t w ere tran sferred  o u t of 
N ew  Y ork , b u t losses of reserve balances from  th is  source 
w ere m ore th an  com pensated  by T reasury  and  Federal R eserve 
outlays. Excess reserves he ld  by N ew  Y o rk  C ity banks con­
tinu ed  to  increase th ro u g h  the fo u rth  s ta tem en t w eek, and  the  
N e w  Y o rk  m oney m ark e t rem ained  com paratively  easy u n til 
the  closing days o f the  m on th .

T r e a su r y  Fin a n c in g  a n d  t h e  G o v e r n m e n t  
Se cu r ity  M a r k e t

T h e m arke t fo r sh o rt-term  G o vern m en t securities was re la ­
tively qu ie t d u rin g  the  first tw elve days of S ep tem ber as the  
m ark e t w aited  for the  T reasury  announcem ent on  the  re fu n d ­
ing  of the O ctober 1, 1952 certificates of indebtedness. M arket 
yields on  T reasury  bills and  certificates m oved m oderately  
low er early in  the  m o n th  as b an k  selling  tap ered  off and n o n ­
bank  b uy ing  co n tinu ed  in  som e volum e, b u t a reversal of these 
influences had  b ro u g h t yields back to  th e ir  end-o f-A ugust
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levels by the tim e of the T reasury  re fu n d in g  an nouncem ent 
on  S eptem ber 12. A  m odest vo lum e of short-term  securities 
was acquired  by the Federal R eserve B ank of N ew  Y o rk  u nd er 
repurchase agreem ents at th is tim e to  aid  dealers in  carry ing 
th e ir  positions.

S ubscrip tion  books w ere open fro m  Sep tem ber 15 to  18 on 
exchange of the  m a tu rin g  O ctober 1 certificates of indebtedness 
fo r the  T reasury  offering of 2 Vs pe r cen t Series A  notes of 
D ecem ber 1, 1953. As indicated  by the accom panying chart, 
the  term s on the  new  offering w ere in  line w ith  m ark e t yields, 
and  a sm all p rem iu m  on the " rig h ts” was established in  the 
m ark e t d u rin g  the  re fun d in g  period . T h e  m arke t m ain ta ined  
a sm all p rem iu m  on the new  issue in  "w hen-issued” trad in g  
over the  rem ainder of the m onth . H ow ever, the general rate 
uncerta in ty  and the desire of som e corpora te investors (u n w ill­
in g  or unable to accept exchange in to  a security  of m ore th an  
one-year m a tu rity ) to  effect th e ir  ow n "re fu n d in g ” in  the m ar­
k e t created the possib ility  of substan tia l cash redem ptions of 
the  m a tu rin g  certificates. In  view  of this s ituation , the  Federal 
R eserve System engaged in  m arke t purchases to  he lp  the m a r­
k e t carry ou t an orderly  red is trib u tio n  of the " rig h ts”.

F unds acquired  by the sellers of the m a tu rin g  issue w ere 
reflected in  a s tro ng  re investm en t dem and for o the r short-term  
issues, pa rticu larly  T reasury  bills, and active trad in g  took 
place a t steadily declin ing  m ark e t rates. T h e  effect on  b ill 
yields in  the w eek ended S ep tem ber 17 is s trik ing ly  illustra ted  
in  the chart. Y ields w ere fu rth e r  influenced by bank  dem and 
for bills as bank  reserve positions eased at m idm onth . M oney 
m ark e t ease and  the re investm en t of n on bank  funds derived 
from  sales of the "rig h ts” con tinued  to be an influence in  the 
m arke t after the  books closed, and  only in  the  last few  days 
of S ep tem ber d id  short-term  yields m ove appreciab ly  h igher. 
A verage issue rates on  new  bills follow ed the  p a tte rn  o f m a r­
k e t yields, declin ing  from  1.884 p e r cen t and  1.850 p e r  cent 
on  the  issues dated  Sep tem ber 4  and  11, respectively, to  1.774 
p e r  cent on  the S eptem ber 18 issue and  to  1.635 p e r cen t on 
the  b ill da ted  S eptem ber 25. T h e issue to  be dated  O ctober 2, 
offered for bids S eptem ber 29, was aw arded at 1.760 p e r cent 
average issue rate.

Prices of in te rm ed ia te  and long -te rm  taxable G o v ern m en t 
securities, a fte r rem ain in g  steady in  th in  trad in g  d u rin g  the 
early p a rt of Septem ber, tu rn ed  low er th ro u g h o u t the  list in  
th e  second s ta tem en t week. T h is  m ovem ent largely reflected 
fu rth e r  ad justm en t to  the risin g  p a tte rn  o f sh o rt-te rm  yields 
th is sum m er, uncerta in ty  as to  the  outlook for in te rest rates 
generally, and the slowness w ith  w hich  recen t issues of cor­
p o ra te  and m un ic ipa l bonds had  m oved ou t o f u n d erw rite rs ’ 
hands. Prices of the in te rm ed ia te  and long -te rm  securities 
co n tinued  th e ir  dow nw ard  ad ju stm en t th rou g h  the rem ainder 
o f Sep tem ber, reg istering  losses for the m o n th  o f as m uch  as 
lV/k to  1 Ys po in ts  in  the  case of the longest bank-elig ib le  and

Market Bids on Treasury Bills and Estimated Yields* on 
Twelve-M onth Certificates of Indebtedness

(Wednesday figures, June 18-September 24, 1952)

* Owing to the fact that at most times there is no single issue exactly twelve 
months from maturity, estimated twelve-month yields have been derived 
from a plotted curve of actual yields on securities around this maturity.

restric ted  issues. A  fa ir volum e of tw o-w ay trad in g  developed 
in  the in te rm ed ia te  bank-elig ib le  bonds d u rin g  the  last ha lf 
of the m on th , b u t the  ine lig ib le  m arke t rem ained  inactive.

M em ber  Ba n k  Credit

C om m ercial, industria l, and  ag ricu ltu ral loans of the  weekly 
rep o rtin g  m em ber banks in  94  large cities w ere increased by 
597 m illion  dollars in  the  th ree  weeks ended  S ep tem ber 17, 
fo llow ing  a gradual u p tu rn  in  the  p reced ing  fou r weeks. T his 
b ro u g h t the ne t increase in  th is fo rm  of b ank  cred it since 
m idyear (Ju n e  2 5 ) to  732 m illion  dollars. In  th e  co rrespon d­
ing  p e rio d  in  1951, be tw een  Ju n e  27 and  S ep tem ber 19, such 
loans increased by 718 m illion  dollars. In  1950 they increased 
by 1,915 m illion  dollars be tw een  Ju ne  28 and S ep tem ber 20. 
B orrow ings by com m odity  dealers and  the  food and  tobacco 
m an ufac tu rin g  g ro up  have increased som ew hat m ore  th is year 
th an  last, w h ile  borrow ings by m eta l p roducts  m anufactu rers 
have show n ne t reductions since Ju n e  th is year (p resum ab ly  
due to  the steel s tr ik e ) ,  co n trary  to  the  tendency last year.

In  the  first th ree s ta tem en t w eeks real estate and consum er 
loans of the w eekly rep o rtin g  banks also co n tinued  to  increase, 
by 61 m illion  dollars and  88 m illio n  dollars, respectively. For 
the year th ro ug h  Sep tem ber 17, 1952, real estate loans held  
by rep o rtin g  banks have increased 198 m illio n  dollars and 
"o ther loans”— largely consum er loans— have risen 561 m il­
lion  dollars. In  the  co rrespond ing  p e rio d  last year, real estate 
loans increased 325 m illion , b u t "o ther loans” increased only
28 m illion , reflecting  th e  restric tions on consum er cred it then  
in  force.

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



144 MONTHLY REVIEW, OCTOBER 1952

W h ile  the n e t increase since Ju n e  25 in  loans held  by the 
w eekly rep o rtin g  m em b er banks am ounts to  som e 940  m illio n  
dollars and  investm ents in  "o th er” securities have increased 
by an o ther 226 m illion  dollars, the  increase in  to ta l loans and 
investm ents of these in s titu tio n s  over th is p e riod  am ounts to  
b u t 606 m illion  dollars, reflecting  a sharp  redu c tio n  in  G overn ­
m en t security  hold ings. In  the  first m o n th  of the  p e riod —  
betw een  Ju n e  25 and Ju ly  30— despite a sm all decrease in  
loans, the  to ta l of loans and  investm ents in  th is g ro u p  of banks 
increased by 702 m illion  dollars. T his  was largely the  resu lt 
o f bank  purchases on  o rig in a l subscrip tion  and  th rou g h  the

m ark e t of large quan tities  o f the  new  2 Ys p e r  cen t in te rm ed i­
ate T reasury  bonds issued on Ju ly  1. Since Ju ly  30 a ban k  loan 
expansion  o f som e 1,200 m illio n  dollars has b een  m ore th an  
offset by bank  sales of G o vernm en t securities to ta ling  ap p ro x i­
m ately 1,340 m illio n  dollars. T h e  p rim ary  cause was the  cred it 
policy of the Federal R eserve System  w h ich  m ade it  necessary 
for the banks to  dispose o f investm ents an d  also to  borrow  
to  ob ta in  ad ditiona l reserves d u rin g  m ost of the  period . T he 
result has been  a n e t decline in  loan and  investm en t cred it 
of the w eekly rep o rtin g  banks over the  p e riod  of seasonal loan 
expansion thus far th is year.

THE PRESSURES ON PRICES

T h e rap id  recovery of p ro d u c tio n  from  the  effects o f the 
long  steel strike has once again  em phasized the  enorm ous 
s tren g th  and ad aptab ility  of the  A m erican  econom y. Partly  as 
a resu lt of the need to  catch u p  on p rod u c tio n  a fte r the  strike, a 
h igh  level o f ind u stria l activity, backed by s tro ng  dem and from  
consum ers, business, and  gov ernm en t, seem s assured for the 
rem ain der of 1952 and the  early m on ths of 1953. A t the sam e 
tim e, prices of som e im p o rta n t raw  m aterials, wages in  basic 
industries, and  fre ig h t costs have all been  risin g  in  recen t 
m onths. C onsidering  th e  p a tte rn  of risin g  costs and  the  h igh  
level of dem and in  p rospec t fo r the  m on ths ahead, th e re  w ould  
seem  to  be grounds for ap prehen sion  co ncern in g  the  possible 
recurrence of th e  w age-price sp ira l w h ich  characterized the

Prices and W ages Since the Start of the Korean W ar
(June 1950=100 per cent)

* Average hourly earnings of wage earners in nonagricultural industries;
August 1952 index partly estimated.

Sources: Price indexes from U . S. Bureau of Labor Statistics; earnings index 
from Federal Reserve Bank of New York. All series converted to June 
1950 base by the Federal Reserve Bank of New York.

early postw ar years. O n  the o ther hand, the re  are now  strong  
forces w o rk ing  against inflation, the  m ost im p o rta n t of w hich 
are the n a tio n ’s increased capacity to  m eet b o th  defense and  
civ ilian  dem ands, the  con tinued  cautious b u y in g  by business­
m en and consum ers, and  a m onetary  policy  b e tte r  eq u ip p ed  to 
cope w ith  an inflationary  situation .

Co n t r a s t in g  Price  a n d  W age  M o v e m e n ts

In  appra ising  the  im pact of recen t p rice increases in  basic 
m aterials, i t  should  be rem em bered  th a t w e have just passed 
th rou g h  a p e riod  w h ich  illustrates clearly th a t changes in  basic 
com m odity  prices do n o t necessarily have a com m ensurate  
im pact a t re ta il levels. D u rin g  the  first tw o years of th e  K o rean  
w ar, consum ers’ prices and  w holesale prices b o th  rose 11 pe r 
cent. But, as the  accom panying ch art shows, the  m ov em ents of 
these tw o index  num bers w ere an y th ing  b u t para lle l d u rin g  this 
period . Prices p a id  by consum ers have risen  gradually  b u t 
alm ost steadily fo r m ore th an  tw o years. W holesale  prices, on 
the o ther hand , rose m uch  m ore sharply  a t first, b u t subse­
quently  experienced a p ro trac ted  decline. T h e  advance and  sub­
sequent d rop  in  prices of a selected g ro up  of basic com m odities 
was even m ore extrem e.

T hese co n trastin g  m ovem ents are n o t so paradoxical as they 
m ay seem  at first glance. Prices of finished goods a t re ta il tend 
to  lag beh ind  and  are trad itionally  m ore stable th a n  th e  prices 
of raw  and sem ifinished m aterials (w h ich  co nstitu te  the 
bu lk  of the w holesale p rice  in d e x ) . R isin g  wages, fre ig h t rates, 
and o ther costs have increased the  costs of processing  an d  d is­
tr ib u tin g  consum ers’ goods, in  som e cases m ore th an  offsetting  
the decline from  the  peak  in  costs o f m aterials. A t the  sam e 
tim e, because of the m eth od  of co llecting  data, the  consum ers’ 
p rice index  has n o t fully reflected the  decline in  actual selling 
prices of ce rta in  types of goods th ro u g h  special prom otions, 
m arkdow ns, or discounts. In  add ition , ren ts  and  prices of m is 
cellaneous services, w h ich  have co n trib u ted  strongly  to  the rise

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



F E D E R A L  R E S E R V E  B A N K  O F N E W  Y O R K 145

in  the consum ers’ p rice  index, are n o t included  in  the index  of 
wholesale prices.

T h e  decline in  w holesale prices be tw een  the record  set in 
F ebruary  1951 and the  subsequen t low  in  Ju n e  1952 was a 
general b u t g radual one, am o u n tin g  to  5 p e r  cen t over the 
six teen -m onth  period . As show n in  the  accom panying table, 
wholesale prices of foods and  m ost o the r consum er goods ca te­
gories declined som ew hat less th a n  that. In  th e  sam e period , 
the index  of consum ers’ ( re ta il)  prices increased 3 p e r  cent. 
T his rise reflected fu rth e r  increases in  re ta il food prices and a 
steady rise in  ren ts and  prices o f m iscellaneous goods and serv­
ices. In  the last few  m onths, b o th  indexes have advanced about 
1 p e r  cent. T h e  increase in  consum ers’ prices has been  centered  
in  food, fuel, an d  rents, an d  the re  has been  con tinued  w eakness 
in  prices o f appare l an d  housefu rn ish ings.

T h e  rise in  the  cost o f liv in g  has resu lted  in  w age increases 
for au tom obile , ra ilroad , and  tex tile  w orkers and o thers covered 
by cost-of-liv ing escalator clauses in  th e ir  w age contracts. A t 
the sam e tim e, it  has len t added em phasis to dem ands of unions 
already seeking to  m atch  th e  w age increases recently  ga ined  by 
steel and alu m in um  w orkers and  coal m iners. T hese develop­
m ents seem  likely to  ex tend  the fairly  steady advance in  the 
general level of hourly  w ages in  non ag ricu ltu ra l industries since 
the  ou tb reak  of w ar in  K orea. T h e  over-all increase in  this 
p e riod  has been  slightly  g rea ter th an  the  rise in  e ith er w h o le­
sale o r consum ers’ prices. M ost of th is n e t ga in  has been  
achieved since the  b e g in n in g  o f 1952. D u rin g  the  first year 
and  a ha lf of the  K o rean  w ar, the  rate  of increase in  n o n ag ri­
cu ltu ra l wages barely k e p t pace w ith  the  percen tag e rise in  the 
cost of liv ing , and lagged w ell beh in d  the  increase in  w holesale 
prices.

T h e  "P u sh ” o n  Prices

T h e large-scale w o rk  stoppages and w age negotiations in  
recen t m on ths have b ro u g h t abou t m arked  increases in  business 
costs, th ro u g h  bo th  h ig h e r w age rates and  h ig h e r  costs o f raw  
m aterials. In  the  steel industry , th e  s trike se ttlem en t was fo l­
low ed by an  increase in  the  ce iling  price  of steel p roducts w h ich  
varied  fo r d ifferen t types and  grades b u t averaged ou t to  around
5 p e r cent. ( T he  com posite base price  of finished steel, as com ­
p u ted  by T h e Iron  A g e , rose fro m  $82.62 p e r  to n  to  $87 .52 .) 
Subsequently , iro n  ore and  p ig  iro n  prices w ere also increased. 
For m any m e ta l-fab rica ting  p lan ts, how ever, m ee tin g  the steel 
industry  w age p a tte rn  an d  pay ing  h ig h er m ill prices was only 
the b eg in n in g  of the increase in  costs. T h e  dislocations and 
unbalanced  inventories caused by the steel s trik e en tailed  ex tra  
costs in  p ro cu rin g  scarce item s needed to  keep  p ro du c tio n  ro ll­
in g  and  in  p iec ing  ou t lim ited  allo tm ents th ro u g h  purchases of 
fo re ign  o r "conversion” steel a t p rem iu m  prices. (H ow ever, 
m any  firm s have been  re luc tan t to  en te r in to  p rem iu m  price 
a rrangem en ts  lasting  beyond the n ex t few  m onths, ind icating  
th e ir  be lief in  an  early easing of steel sup p lie s.)

Changes in W holesale and Consumers’ Prices 
Since the Start of the Korean W ar

Index number

Per cent change

June 1950 
to February 

1951

February 
1951 to 

June 1952

June 1952 
to August 

1952

Consumers' prices
+  8 +  3 +  1
+ 1 1 +  2 +  2
+  9 0 *

Housefurnishings.................................. + 1 3 -  3 *
Fuel, electricity, and refrigeration. +  3 +  1 +  2

+  2 +  6 *
Miscellaneous......................................... +  6 +  6 *

Wholesale jjrices
+  16 -  5 +  1

All foods................................................... + 1 7 -  2 +  3
+ 1 3 -  4 -  1

Footwear.................................................. + 2 1 - 1 1 *
Furniture and other household

durables................................................ + 1 1 -  3 0
Fuel, power, and lighting materials +  5 -  1 *

Basic commodity prices
General (28 commodities)..................... + 4 6 - 2 5 *

Foodstuffs................................................ + 2 2 - 1 2 +  2

Note: Caution is necessary in comparing the movements of components of the 
consumers’ price index with their counterparts in the wholesale price index, since 
the commodities included in each category and the weights assigned to them 
are not the same.

* Change of less than one half of one per cent.
Source: U. S. Bureau of Labor Statistics.

Prices of the o ther tw o m ajo r m etals have also gone up. 
T he alum inum  industry  g ran ted  w age increases rough ly  eq u iv ­
alent to  those in  the  steel indu stry  and  has also b een  allow ed 
a price  increase of ap prox im ate ly  5 p e r cent. A lth o u g h  the  
basic p rice  of dom estic copper has n o t been  changed, the 
Office of Price S tab ilization  has allow ed h ig h er prices for 
im po rted  copper and fo r the o u tp u t of ce rta in  h igh -cost dom es­
tic producers. T h e  OPS has also ru led  th a t m anufactu re rs  m ay 
raise th e ir  prices to  pass along  increased costs resu lting  from  
the  h ig h e r prices of steel, copper, and  a lu m inum . Lead p ro ­
ducers have recovered p a rt  o f th e ir  earlier p rice  cuts, w h ile 
the p rice  of zinc has declined, recovered, and  declined  again  
in  little  m ore th an  tw o m onths.

Prices of som e basic n ondurab le  goods have also been  
advancing a fter a p ro lon g ed  decline. For m any of these item s, 
such as rayon yarn  o r co tton  sheeting , the  increases have 
represen ted  only a p a rtia l recovery o f the  p rice  cuts o r co n ­
cessions w h ich  had  been  m ade earlie r to  he lp  m ove heavy 
inventories. T h e  recen t w age se ttlem en t in  coal m in in g  raises 
the possib ility  of som e increase in  fuel costs, a lthough  heavy 
stocks above g rou n d  have k ep t coal prices below  th e ir  ceiling.

A lto gether, the  u p w ard  pressure on prices from  risin g  costs 
is a stro ng  one, em bodyin g  h ig h er raw  m aterials, labor, d is­
trib u tio n  and overhead costs fo r m any lines. A t the sam e 
tim e, the push  of h ig h e r costs is au gm en ted  by the p u ll of 
increased dem and. D efense sp end ing  is still risin g  and is 
scheduled to  co n tinue  increasing  u n til the  m idd le of 1953. 
M oreover, the  p rospec t continues fo r a considerable shortfall 
of G o vernm en t cash revenues be low  cash expend itures, w ith  
the related  possib ility  th a t this deficit m ay be financed in  som e
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degree by a fu rther expansion of bank  credit. B usinessm en 
have also recently  ind icated  th e ir  in ten tio n  of m ak in g  record- 
b reak in g  expend itures on  new  p lan t and  eq u ip m en t d u ring  
the  second half of 1952. M ost of the em barrassing ly large 
inventories w h ich depressed prices in  1951 and  early 1952 
have now  been  w orked  off, and  as a resu lt processors and 
d istribu to rs  have stepped  u p  th e ir  purchases to  a rate  w h ich  
is m ore closely in  line  w ith  cu rren t sales volum e. M any m ills 
w h ich  a year ago w ere o pe ra tin g  on a hand-to -m outh  basis 
now  have com fortab le  backlogs of orders. C onsum er dem and 
has also show n signs of p ick ing  u p  a fter a long  p e riod  of 
subnorm al buy ing  in terest. Incom es and savings, except in  
areas affected by the  steel strike, have been at or near record 
levels. R e ta il sales of nondurab le  goods w ere close to  a record 
in  A ugust ( after ad ju stm en t fo r seasonal v a ria tio n ) . Som e 
increase in  the dem and for durab le  goods also appeared  earlier 
this year, particu larly  a fter the lif tin g  of consum er cred it 
controls. In  the last few  m onths, how ever, the reduced su p ­
plies of au tom obiles ow ing  to the steel strike have cu t in to  
re ta il sales of durab le goods. A  recent survey indicates tha t 
an  increasing nu m b er ( though  still a m in o rity ) of consum ers 
are becom ing  reconciled  to  cu rren t p rice  levels and th in k  th a t 
this is "a good tim e to  b uy ”.

R e s t r a in t s  o n  P r ic e  R ises

N evertheless, cu rren t dem and  by business and  consum ers 
canno t com pare in  in tensity  w ith  the  surges of scare buy ing  
w hich follow ed the  ou tb reak  of w ar in  K orea. Today, bo th  
businessm en and consum ers ten d  to re ta in  m uch  of the cautious 
a ttitu d e  in  buy ing  w h ich  they learned fro m  th e ir  experiences in  
those scare-buying sprees. I t  is w o rth  n o tin g  th a t recen t sh o rt­
ages of som e m akes of passenger cars, to ge th er w ith  the  possi­
b ility  of an increase in  prices, have failed to  touch off a buy ing  
rush. C onsum ers are in  a m uch  be tte r p o sitio n  to  defer th e ir  
purchases than  they w ere d u rin g  m ost of the postw ar period , 
and m ost of th em  are still ex trem ely price conscious. D is tr ib u ­
tors have tended  to  be cautious in  the ir o rdering , despite th e ir  
an tic ip a tio n  of a good fall season. Som e retailers are reported  
to  be losing sales because they are understocked.

In  fact, there  appears to be genu ine  reluctance on the p a rt of 
som e m anufactu re rs  to raise prices, even w here the OPS has 
suspended contro ls or allow ed a pass-th rough  of h ig h er costs. 
C o m p e titio n  is still keen, and the  m em ory  of last y ea rs  price  
resistance is still fresh. In  som e cases, how ever, the squeeze of 
h igh er costs on profits w ill m ake p rice  increases v irtually  
unavoidable.

T he m ajo r force w hich should  keep  these p rice  increases 
w ith in  reasonable lim its is the  n a tio n s  ever-g row ing  capacity 
for p roduction . In  the last few  years, indu stry  has d em o n ­
stra ted  its ab ility  to m eet defense and civ ilian  needs s im u ltan e­
ously— n o t only to p rov ide  b o th  “guns and b u tte r”, b u t a t the  
sam e tim e to expand  capacity and bu ild  u p  inventories. In  fact, 
we have com e th ro u g h  a p ro lon ged  defense b u ild -u p  w ith  vir 
tually no accum ulated backlog of dem and for consum er durab le  
goods. Basic in du stria l capacity  is s till b e ing  expanded  and 
streng thened ; w h ether or n o t n ex t y ea rs  p lan t and  eq u ip m en t 
expend itures m atch  the 1952 record , they w ill still co nstitu te  a 
significant ad d ition  to  facilities. A t the sam e tim e it should  be 
rem em bered  that, a lth ough  defense ex pend itures w ill co n tinue 
to rise w ell in to  1953, the physical dem ands w hich  the  p resen t 
defense p ro g ram  w ill m ake on m aterials, m anpow er, and facili­
ties are already n earin g  th e ir  peaks. T hus, the po ten tia lly  infla­
tionary  pressure of the defense p rogram , in  term s o f ex isting  
defense plans, w ill n o t co n tinue  to  increase m uch  longer, 
alth ough  it  is expected  th a t defense spen d ing  w ill rem ain  at 
this h ig h  level fo r at least tw o years m ore.

A gricu ltu re , as w ell as industry , has increased ou tpu t. 
D esp ite  a declin ing  farm  labor force and d rou g h t conditions in  
som e areas, th is y ea rs  harvest p rom ises to  be the  second or 
th ird  largest on  record. T he nu m ber of livestock on  farm s 
is the h ighest since 1946. C attle m arke tings have been  u n ­
usually heavy, and, w ith  the easing of fears of even m ore 
extensive d rou g h t dam age, farm  prices d rifted  slightly  low er 
in  A ugust and Septem ber, offsetting  p a rt of the  im pact on 
the general w holesale p rice  level of increased prices o f m etals. 
In  fact, farm  prices in  the fo u rth  w eek of S ep tem ber w ere 
at the low est level since N o vem b er 1950.

O n the whole, then, the  p rice level w ill be subject to  s tro ng  
pressures from  bo th  d irections. Som e fu rth e r  spread  of the 
price  increases w hich  have already occurred m ay be expected 
if only because of the p in ch  p u t on  the  profits of m any co r­
porations by the risin g  costs of labor and m aterials. A d d ition a l 
wage increases are already in  prospect, w h ich w ill only add 
to  the pressure on a p rice  s itua tio n  in  w hich  there are cu r­
ren tly  few noticeab le w eak spots. N evertheless, the n a tio n s  
huge and still g ro w ing  ind u stria l capacity appears m ore than  
capable of m ee tin g  the  very h igh  level of dem and in  p rospec t 
for the m onths ahead. M any lines of business are still h igh ly  
com petitive, and  consum ers are still p rice  conscious. B arring , 
of course, a drastic  change in  the in te rn a tion a l s itu a tio n  w hich 
could cause a sharp  expansion  of the defense p ro g ram  or a 
sh ift in  consum er attitudes, a sustained resum ptio n  of strong  
inflationary pressures does no t seem  likely.
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SE LE CTED  ECONOM IC INDICATORS  
United States and Second Federal Reserve District

1952 1951
Percentage change

Item Unit Latest month Latest month

August July June August
from previous 

month
from year 

earlier

U N ITED STATES

Production and trade
Industrial production*...................................................................... 1935-39 = 100 215p 193 204r 217 +  11 -  1
Electric power output*..................................................................... 1947-49= 100 148 140 141 136 +  6 +  9
Manufacturers’ sales*........................................................................

1947-49= 100 — 8‘Jp 91 105 — 9 - 1 9
billions of $ — 21. < p 21.8 21.7 r -  1 +  2

Manufacturers’ inventories*........................................................... billions of $ — 42. lp 42.2r 40.6 +  6
Manufacturers’ new orders, tota l................................................... billions of $ — 22. Op 24.8 23. Or -  9 #
Manufacturers’ new orders, durable goods.................................. billions of $ — 11.2p 13.0 11.Or - 1 4 — 8
Retail sales* j 'f .................................................................................... billions of $ 13.3 p 13.5 14.0 13.1 -  1 +  2

1947-49= 100 198p 196 193 176 +  1 +  13
Nonresidential construction contracts*........................................ 1947-49 =  100 16 lp 165 158 143 -  2 +  13

P rices, wages, and employment
Basic commodity pricesf.................................................................. Aug. 1939 = 100 293.6 293.3 293.3 325.0 - 1 0
Wholesale pricesf...............................................................................
Consumers’ pricesf............................................................................

1947-49 =  100 112.lp 111.8 111.2 113.7 -  1
1935-39= 100 191.1 190.8 189.6 185.5 # +  3

Personal income (annual rate)**.................................................... billions of $ — 284.2p 266.7 256.7 -  1 +  4
1939= 100 — 235p 235 226 # +  4

Nonagricultural employment*........................................................ thousands 46,756 p 46,200 4 6 ,405r 4 6 ,555r + i #
Manufacturing employment*.......................................................... thousands 15,782p 15,397 15,6Q0r 15,893r +  3 -  1
Average hours worked per week, manufacturingf..................... hours 4 0 .2p 39.9 40.4 40.4 +  1 #
Unemployment................................................................................... thousands 1,604 1,942 1,818 1,578 - 1 7 +  2

Banking and finance
Total investments of all commercial banks................................. millions of 3 76,240p 77,040 75,204 71,870 -  1 +  6
Total loans of all commercial banks.............................................. millions of $ 60,210p 59,720 59,233 55,160 +  1 +  9
Total demand deposits adjusted..................................................... millions of $ 95,760p 95,740 94,766 91,410 # +  5
Currency outside the Treasury and Federal Reserve Banks*.. millions of $ 29,145 29,086 28,988 28,007 # +  4
Bank debits (U. S. outside New York C ity )* ............................ millions of % 83,822 91,674 88,986 86,346 -  9 -  3
Velocity of demand deposits (U. S. outside New York City)*. . 1947-49= 100 116.7 113.4 118.3 115.6 +  3 +  1
Consumer instalment credit outstandingf................................... millions of $ — 14,732p 14,405 13,045 +  2 +  14

United States Government finance (other than borrowing)
Cash income........................................................................................ millions of $ 4,876p 3,593 9,989 4,600 +36 +  6
Cash outgo.......................................................................................... millions of $ 5,648p 6,233 6,978 5,565 -  9 +  1
National defense expenditures........................................................ millions of $ 3,533 4,367 4,024 3,373 - 1 9 +  5

SECOND FEDERAL RESERVE D ISTRIC T

Electric power output (New York and New Jersey)*................... 1947-49 = 100 131 124 124 126 +  6 +  4
1947-49= 100 — 1 6 4  ~o 174 154 -  6 +  12

Nonresidential construction contracts*............................................ 1947-49= 100 — 1 4 7  p 134 141 +  9 +  8
Consumers’ prices (New York C ity )f ............................................... 1935-39= 100 185.7 185.9 183.6 180.9 # +  3
Nonagricultural employment*................................................................... thousands — 7,477.7p 7,434.7 7 ,3 9 6 .3r +  1 +  1
Manufacturing employment*.................................................................... thousands 2,692.6p 2,680.4 2 ,6 6 7 .8r 2,657.4r # +  1
Bank debits (New York C ity)*.......................................................... millions of $ 48,501 58,216 50,854 46,475 - 1 7 +  4
Bank debits (Second District excluding N. Y . C. and Albany)*. . millions of $ 3,759 4,062 3,963 3,832 _ 7 -  2
Velocity of demand deposits (New York C ity)* ............................... 1947-49= 100 134.7 134.0 140.0 115.8 +  1 +  16

Note: Latest data available as of noon, September 30.
p Preliminary. r Revised. # Change of less than 0.5 per cent.
* Adjusted for seasonal variation. J Revised back to January 1949.
t  Seasonal variations believed to be minor; no adjustment made. t f  Revised back to January 1951.
Source: A description of these series and their sources is available from the Domestic Research Division, Federal Reserve Rank of New York, on request.

R E C E N T  E C O N O M I C  A N D  F I N A N C I A L  D E V E L O P M E N T S  I N  F R A N C E

T h e slackening of inflationary  pressure th a t began  in  1951 
in  m uch  of the W este rn  w orld  appeared  in  F rance only in  the 
sp ring  of 1952. T h e persistence of m arked  in flation  in  France 
th ro u g h o u t 1951 reflected fo r the m ost p a rt the  co n tin ua tio n  of 
excessive dem ands u p o n  the resources of the F rench  econom y 
and a lag in  the app lica tion  of in te rn a l con tro l m easures. T he 
reversal th a t becam e ev iden t last M arch, w h en  a new  gov ern ­
m en t was fo rm ed un d er M . Pinay, was associated w ith  fresh 
efforts to  reduce the budget, roll back prices, and in te rru p t the 
w age-price spiral, as w ell as, b e g in n in g  in  the  p receding 
O ctober, w ith  a tig h ten in g  of m onetary  policy. W h ile  the h a lt­
in g  of inflation  in  France has been  of too short du ra tio n  to 
justify  com placency for the  fu tu re , and w hile the persistence of 
g ov ern m en t deficits and of an  unfav orab le  trade balance po in ts 
tow ard  fu rth e r  prob lem s ahead, the F rench experience provides 
an o th er in te restin g  chap ter in  the  record  of recen t efforts to

contro l inflation. In  the F rench  case, as in  m any others, a w ide 
range of an ti-in fla tionary  m easures have had  to  be utilized , w ith  
the fo rm  and ap p lica tio n  of each necessarily ad apted  to  the 
conditions pecu liar to  the ind iv idual country ; how ever, in  all 
cases a significant p a rt has been  p layed by general res tra in t 
up o n  the availability  of m oney and credit.

T h e  S i t u a t io n  P r io r  t o  M a r c h  1952 
France was faced w ith  p articu larly  difficult problem s du rin g  

1951. W holesale  and re ta il prices rose roughly  25 p e r  cent a t a 
tim e w hen  sim ilar prices in  m any o th e r countries w ere b eg in ­
n ing  to decline. T he  p ro trac ted  d ra in  on resources and m a n ­
pow er fo r m ilita ry  action  in  Indo-C hina , the s tepp in g-up  of 
French plans fo r p a rtic ip a tin g  in  E uropean  defense, and the 
large co n tin u in g  p rog ram  of dom estic gov ernm en t investm en t 
p roduced  a substan tia l b ud get deficit in  1951. In  ad dition , the
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ex tension  of bank  cred it to business and indiv iduals rose du ring  
the  year by roughly  40  p e r  cent. I t  was hard ly  su rp rising  in  
these circum stances th a t prices should have co n tinued  to  rise. 
T h e fu rth e r p rice in fla tion  in  the fall of 1951 ap peared  to  have 
its im m ediate  roots partly  in  a large increase in  th e  governm en t- 
contro lled  p rice of w heat, w h ich  led to  a 30 p e r  cen t rise 
in  the  price of bread, an d  pa rtly  in  a 15 p e r  cen t increase in  the 
legal m in im u m  wage, w h ich  induced  a general ro un d  of wage 
and  price  increases. I t  also ap paren tly  o rig ina ted  in  p a rt in  
a ttitudes and hab its acquired  d u rin g  the  four decades o f cu r­
rency instability , w h ich  p ro m p ted  the  F rench  businessm en to 
"p ro tec t” them selves ag ainst fu tu re  currency deprecia tion  by 
ra ising  th e ir  selling  prices in  an tic ipa tio n  of cost and tax  in ­
creases. F urtherm ore , th e  p ro lo n g ed  experience of the  F rench 
pub lic  w ith  past in flation  m ade i t  particu larly  sensitive to  fears 
of new  inflation.

G o v ern m en t finances gave rise to  pa rticu larly  troublesom e 
problem s, although  it  was the  m eth od  of financing  the  deficit 
ra th e r th an  its m ere size th a t ap peared  to  be a m a jo r in fla tion ­
ary factor a t the  year end. O rd inary  g ov ernm en t revenue in
1951 covered 82 p e r  cen t o f to ta l g ov ernm en t expend itures, or 
a larger p o rtio n  th an  in  any postw ar year; an  add itiona l 5 pe r 
cent of gov ernm en t expend itu res was financed by coun terpart 
funds o rig in a tin g  in  A m erican  aid; and only 13 p e r  cent was 
financed by dom estic bo rrow ing . H ow ever, long -te rm  and 
m ed iu m -term  loans b ro u g h t in  very little , as the  rate  of savings 
slow ed dow n last year. T h e  m ain  source of funds therefo re  
was short-term  b o rrow ing  fro m  the b an k in g  system , w h ich  was 
particu larly  heavy in  the  th ird  qua rte r of 1951 and in  the  first 
q ua rte r of 1952, as m ay be seen fro m  T ab le  I. T he funds the 
T reasury  borrow ed  fro m  the  b ank ing  system  w ere largely 
derived in  the  last instance fro m  the B ank of France. O n  the 
o the r hand, the  la tte r took  no  ac tion  to  raise its  lim it fo r d irec t 
advances to  the  T reasury, except tem porarily  in  M arch  1952.

T h e  m a in  facto r in  m on etary  expansion  was the g ro w th  of 
cred it to  business and indiv iduals. As is ap p aren t fro m  T able  I,

Table I

M oney Supply and Bank Credits 
(June 1 9 5 0 = 1 0 0 )

End of

Money supply Outstanding bank credits to

Total
Note circu­
lation only Government

Business and 
individuals

1950— June.......................... 100 100 100 100
December............... 110 114 102 106

1951— M arch...................... 113 115 105 108
June.......................... 117 121 104 119
September.............. 123 130 113 126
December............... 130 135 116 149

1952— March...................... 133 137 126 157
June.......................... 137 139 128 162
July.......................... n.a. 142 n.a. n.a.
August..................... n.a. 141 n.a. n.a.

n.a,. inou avaiiauit;.
Source: Computed by the Federal Reserve Bank of New York from data published 

in the annual reports of the Conseil National du Credit and in the Bulletin  
M ensuel de Statistique of the Institut National de la Statistique et des Etudes 
Economiques. Data for recent months are provisional.

the  g ran tin g  of bank  cred it to  business and ind iv iduals in ­
creased, b eg in n in g  w ith  A p ril 1951, m uch  faster th a n  w ould 
seem  to have been  w arran ted  by the relatively  m oderate  in ­
creases in  p ro du c tion  and  em ploym ent th a t occurred  d u rin g  the 
rem ainder of the  year; cred it in fla tio n  was particu larly  sharp  
d u rin g  the last q ua rte r of 1951. F rance re ta in ed  the  m achinery  
fo r q uan tita tiv e  cred it restric tion  th a t had  been  in s titu ted  in  
S eptem ber 1948, b u t by m id-1951  the  use m ade of these con­
trols appeared  no long er adequate to  cope w ith  a renew al of 
c red it inflation.

T h e  I n t e r n a t i o n a l  P a y m e n ts  C risis 

T h e continuance of inflationary  pressures in  F rance a t a tim e 
w h en  the  post-K orea  inflationary  sw ing  was subsid ing  in  the 
U n ited  States and  m ost W este rn  E uropean  countries tended  to 
accentuate F rance’s balance-of-paym ents difficulties. T h e  aver­
age m on th ly  trade  deficit of M etro p o litan  F rance w ith  fo r­
e ign  countries rose fro m  26 m illion  dollars in  1950 to  172 m il­
lion  in  the first q ua rte r of 1952, as show n in  T ab le  II. W h ile  
the m erchandise exports of M etrop o litan  F rance covered 86 
p e r cen t of its im po rts  in  1950, only 53 p e r  cen t w ere thus 
covered in  the first q u a rte r of 1952. T h is  relapse was m ain ly  
the outcom e of a g rea t increase in  im po rts, w h ich  ap paren tly  
could no t be held  dow n in  face of r is in g  infla tionary  p ressu res;1 
at the sam e tim e, exports declined, pa rtly  because th e  sharp  rise 
in  F rench  prices adversely affected F rance’s com petitiv e  trade 
position , pa rtly  because the  inflationary  conditions tended  to 
induce an  increase in  hom e co nsu m p tio n  th a t absorbed ex p o rt­
able p roducts, an d  p a rtly  also because F rance’s exports w ere 
go in g  increasingly  in to  the  sheltered  m arkets of th e  overseas 
franc area.

D u rin g  the  fo u rth  qu a rte r of 1951 and  the first tw o m on ths 
of 1952, w h en  the  paym en ts crisis reached its cu lm inatio n , the 
d e terio ra tion  in  F rance’s paym ents position , especially vis-a-vis 
the  E uropean  Paym ents U n ion , appears to  have b een  larger 
th an  could be accounted fo r by com m ercial transactions, and 
presum ably  reflected a considerable fligh t of capital. T h e  aver­
age m on th ly  deficit w ith  the  E P U  rose fro m  the  equ ivalen t of 
36 m illio n  dollars in  the  th ird  qu a rte r of 1951 to  95 m illion  
in  the fo u rth  quarte r, and  increased to  129 m illio n  dollars in 
F ebruary  1952. F rance’s cum ulative surplus w ith  the  EPU , 
w hich  am ounted  to  272 m illion  dollars a t the  en d  o f M arch
1951, had  been  en tire ly  w ip ed  o u t by O ctober 1951, or w ith in  
seven m onths; and by the end  of M arch  1952 F rance had  
incurred  an  E P U  cum ulative deficit equ ivalen t to  458  m illion  
dollars. As far as can be seen fro m  the  B ank of F rance’s ow n 
fo re ign  exchange hold ings, w h ich  u p  to  O ctober 1951 included 
F rance’s balance w ith  the  E PU , the d ra in  was so large th a t by

l Imports rose also because France had drawn heavily on its 
commodity stocks in the second half of 1950, resulting in a greater 
need for imports in 1951, and because of a liberalization of French 
commercial policy.
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M arch  1952 the b an k ’s hold ings w ere near exhaustion; in  ad d i­
tion , o the r fo re ign  assets available to  the m onetary  au thorities 
w ere also b e ing  d raw n on. T h e  se ttlem en t of F ran ces  February 
deficit w ith  the  E P U  requ ired  an  em ergency cred it fro m  the 
E PU  of 100 m illio n  dollars.

P o l i c i e s  f o r  H a l t i n g  I n f l a t i o n

Since the larger im po rts  and  reduced exports th a t aggravated 
th e  balance-of-paym ents deficit w ere clearly linked  w ith  the 
expansion o f bank  cred it to  business and indiv iduals, general 
m onetary  restric tion  seem ed particu larly  appropria te . R ecourse 
to  cen tral b ank  c red it was the re fo re  m ade m ore  costly in  
O ctober and  N o v em b er 1951 th ro u g h  tw o  successive increases 
in  the d iscount rate, w h ich  w en t u p  fro m  2 l/ i to  4  pe r cent; and  
the B ank o f France announced  tha t, in  con trast to  p revious 
practice, it  w ould  enforce stric tly  its red iscount ceilings and 
security  reserve requirem ents. As m ay be seen fro m  T able  I, 
the expansion in  bank  cred it to  business and  indiv iduals slowed 
dow n du rin g  th e  second q u a rte r of 1952.

In  M arch  1952 w h en  th e  P inay  G o vern m en t cam e in to  
pow er, a new  an ti-in fla tionary  policy was in itia ted . T h e  first 
line o f approach  aim ed a t red uc in g  th e  b ud g et deficit. A n  
increase in  tax ation  was rejec ted  in  th e  lig h t of earlie r ex p eri­
ence lest— especially if  in  the  fo rm  of ind irec t taxes— it m erely 
touch off an o ther p rice  rise. F ran ces  tax  b u rd en  last year 
equaled  tw o fifths o f its estim ated  na tio nal incom e, com pared 
w ith  one fifth  a t the  b eg in n in g  of the  reconstruc tion  pe rio d  in 
1946; and  as already noted , a larger p o rtio n  of to ta l govern ­
m en t outlays was covered by cu rren t revenue in  1951 th an  in  
any o ther p rev ious postw ar year. T he  governm en t, w h ile leav­
in g  tax  rates unchan ged  (a lth o u g h  en deavoring  to  increase 
co llec tion s), co ncen tra ted  on  cu ttin g  or po stp o n in g  ex p en d i­
tures. Since m ost of the  o rd inary  ex pend itu res could n o t be 
substantially  cu t and  defense ex pend itures had  to  be increased,2 
it was inev itab le  th a t alm ost all the  cuts should  com e o u t of 
capital expend itures, m uch  o f i t  a t the expense of investm en t in  
basic industries. A  large p o rtio n  of the  reduced deficit was to  
be financed by ra is ing  funds fro m  w h at w ere, a t least in  the 
first instance, no n bank  sources. D eficit financing invo lv ing  a 
d irec t expansion  of b ank  cred it was to  be  avoided.

A  new  go v ernm en t long -te rm  loan, the  first one since early 
1949, was issued in  M ay. I t  carried  im p o rtan t fiscal privileges, 
bu t its m ost d istinctive featu re was the  lin k in g  o f its redem p­
tio n  value (b u t  n o t its coupon  in te re s t)  to  the  price of the 
French 20-franc gold  coin on the  official free gold m arke t in 
Paris. T h e  loan, bearing  3 Vi p e r cen t in te rest and  redeem able 
over the nex t sixty years a lthough  callable a fter Ju n e  I96 0 , was

2 Budgeted defense expenditures were increased from 857 billion 
francs (2,450 million dollars) in 1951 to 1,269 billion francs (3,625 
million dollars) this year; they now represent 36 per cent of total 
budgetary expenditures.

Table u  

Foreign Trade
(M onthly averages; in millions of dollars; excluding trade of 

Metropolitan France with French overseas territories)

Period Exports Imports Balance

Exports as 
percentage 
of imports

1938.......................................................... 53 80 -  27 66

1948.......................................................... 91 204 - 1 1 3 45
1949.......................................................... 132 204 -  72 65
1950.......................................................... 163 189 -  26 86
1951.......................................................... 222 303 -  81 73

1951— January-March..................... 228 255 -  27 89
April-June................................ 237 318 -  81 75
July-September..................... 204 309 - 1 0 5 66
October-December............... 219 329 - 1 1 0 67

1952— January-March..................... 194 366 - 1 7 2 53
April-June................................ 194 306 - 1 1 2 63
July-August............................ 184 249 — 65 74

Source: Converted by the Federal Reserve Bank of New York from data published 
in the Bulletin Mensuel de Statistique of the Institut National de la Statistique et 
des Etudes Economiques.

issued a t par; in  m id-S eptem ber it  stood at 99.50. T h e  loan 
b ro ug h t in  195 b illio n  francs in  fresh  m oney; of th is am ount,
15 b illion  (o r  42 m illio n  do lla rs) w ere subscribed w ith  funds 
received from  the sale o f p riva te ly  held  gold. P rio r  to  the  issu­
ance of the  loan, a fiscal am nesty was announced  for past tax 
evasion and foreign-exchange-contro l v io lations, coupled  w ith  
m ore severe regula tions and penalties fo r the  fu ture.

T h e  second line of approach  aim ed  a t ro lling  back key prices. 
T he gov ernm en t set th e  exam ple last sp rin g  by reduc ing  prices, 
or canceling  previously  scheduled p rice  increases, of products 
and services un d er its contro l, such as coal, steel, electricity , gas, 
and railw ay rates. I t  decided last Ju ly  to  m a in ta in  unchanged  
for the  1952 harvest the p rice  o f w heat, and  therefo re  the price 
of bread; sim ultaneously  w ith  the fixing o f the w heat price, it 
announced  a series of reductions in  the prices of goods and 
m aterials used in  ag riculture. T h is  d irec t governm en tal action  
was accom panied last sp rin g  by a cam paig n  fo r vo lu n tary  price 
reductions by m anufactu rers  and traders; it m e t w ith  a gen er­
ally en courag ing  response, a lthough  food p rice  reductions by 
retailers d id  n o t fulfill the  expecta tions of the au thorities. In  
the face of a new  rise in  re ta il prices, w h ich  w ill be no ted  later, 
a ce iling  was established last m o n th  on all prices a t th e ir  
A u gust 31 level. N e w  leg islation  passed last Ju ly  p ro h ib ited  
m in im u m  price ag reem ents by producers. W ith  a view  to  
w age stability , a law  ad op ted  last Ju ly  prov id ed  fo r a new  
sliding-scale form ula, u n d er w h ich  the  m in im u m  legal w age 
was to  be increased only if  the cost of liv in g  rose by 5 p e r  cent 
above its level in  D ecem ber 1951 and  th en  only a fter tw o 
m on th s’ delay; fu rth e r  w age raises are to  be g ran ted  only after 
add itiona l 5 p e r cen t cost-of-liv ing increases, and th en  only 
after four m on th s’ intervals.

In  the  field of fo re ign  trade  and  paym en ts the gov ernm en t 
had recourse to  various d irec t-con tro l m easures, som e of w hich 
w ere of a s topgap  character. M easures w ere tak en  to preven t 
prepaym ents fo r im po rts  and delayed paym ents fo r exports, and

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



150 MONTHLY REVIEW, OCTOBER 1952

the tourist allowance was also cut. Capital movements with 
EPU countries, which had been previously freed to a large 
extent, were made subject to new control. Certain steps were 
taken to reimburse exporters for taxes and social insurance pay­
ments falling on exports, in order to make possible a reduction 
of export prices to more competitive levels. The liberalization 
of trade with Western European countries, which had been 
inaugurated in 1949 under OEEC auspices, wras suspended.

T h e  A b a t e m e n t  o f  In f l a t io n a r y  Pressure

Within a month of the Pinay Governments formation, 
Frances financial atmosphere had changed markedly. This 
change was reflected in the decline in the price of gold on the 
Paris gold market; the 20-franc gold piece, for instance, fell 
from over 5,000 francs in February to 3,860 francs at the end 
of June when the subscriptions to the gold-guaranteed loan 
were closed; it stood at about 3,850 francs at the end of Sep­
tember. The altered atmosphere was also reflected in the behav­
ior of prices: wholesale prices, which had been rising at the 
rate of 2 per cent monthly, fell from February through June by
6 per cent; in July and August, however, they rose again by 
about 1 per cent, largely because of higher food prices. The 
reduction in wholesale prices was aided by the decline in the 
prices of imported raw materials, but prices of French agricul­
tural and industrial products also fell noticeably. However, the 
price reductions by producers were apparently not fully passed 
on to consumers, since retail prices declined only by 4 per cent 
from February through July 1952, and actually increased again 
by over 1 per cent in August.

The expansion in the money supply tapered off by mid-1952, 
as may be seen from Table I. Bank credit expansion to govern­
ment and business and individuals, though not entirely halted, 
slowed down by June 1952. The proceeds of the gold-guaranteed 
loan, along with other nonbank borrowing, were report­
edly sufficient to enable the Treasury to balance its operations 
for the time being. Notwithstanding the decline in prices, in 
recent months the proceeds from taxes on business transaction 
and gross commercial earnings, which represent half of total 
government ordinary revenue, have shown an increase.

Industrial production attained a new high in the first half of
1952, at about 7 per cent above the corresponding period of
1951, and some 50 per cent above prewar. However, although 
the fall in prices apparently did not bring about any marked 
slowing down in economic activity, industrial production seems 
to have declined somewhat more than seasonally during the 
summer vacation period. The wheat harvest was better than 
last year, although drought conditions and the further spread of 
foot-and-mouth disease reportedly had some adverse effects on 
the food supply.

The foreign trade deficit declined from a monthly average of 
172 million dollars during the first quarter of 1952 to 65 mil­
lion during July-August, as appears from Table II, and the 
proportion of imports covered by exports went up during the 
same period from 53 per cent to 74. This somewhat better 
balance was the outcome of a sharp decline in imports; exports 
continued to decline somewhat. However, the reduction in the 
foreign trade deficit, along with the seasonal peak of tourist ex­
penditures, sufficed to enable France to improve its position 
vis-a-vis the European Payments Union. Its EPU accounts were 
almost balanced by April; in June it had a surplus of 22 million 
dollars and repaid the emergency credit granted in February. In 
July, however, it had a minor deficit of 3 million, and in August 
one of 23 million. With the dollar area, Frances trade deficit 
declined from a monthly average of 59 million dollars during 
the first quarter of 1952 to 29 million in July-August, but this 
too was the result of a sharp reduction in imports, since exports 
also showed a downward trend. The deficit was largely covered 
by receipts of United States aid.

On the other hand, Metropolitan France’s surplus in trade 
with the French overseas territories during the first half of
1952 ran even higher than last year. France’s imports from 
the overseas franc area showed a steady upward trend, but 
exports, which averaged the equivalent of 119 million dollars 
monthly in the first half of 1951, went up to 152 million dur­
ing the first half of this year. This surplus w7as financed mainly 
by French capital exports, on both official and private account. 
Frances surplus with the French overseas territories offset to a 
considerable extent its deficit with foreign countries. However, 
Metropolitan France had also to finance the deficit of its over­
seas territories in their own trade with foreign countries; a 
large part of this deficit was incurred by Indo-China where pro­
duction and export are being greatly hindered by the war.

Co n c l u s io n

By and large, the inflationary pressure which carried French 
prices to new high peaks by the beginning of 1952 has sub­
sided in the last six months. True, the internal balance thus far 
achieved must still be considered tentative, the balance-of- 
payments deficit still remains large, and monetary reserves are 
low; nevertheless, rampant inflation and the crisis in external 
payments have been halted. The problem that France is facing 
today is essentially one of maintaining— in a situation greatly 
dependent on psychological factors— effective restraints on 
government and private expenditures. A government budget 
that avoids net inflationary effects is very difficult for a country 
that is bearing the burdens of armed vigilance in Europe and of

Improved Foreign T rade Balan ce

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



FEDERAL RESERVE BANK OF NEW YORK 151

the war in Indo-China. Equally difficult is the deferring of industrial countries. Yet, important gains have been shown in
investment in industrial plant, agriculture, and housing in a reconciling the many demands on the French economy with the
country where, despite the high rate of investment in recent need for controlling inflation— gains sufficiently impressive to
years, the output of goods exceeds the peak interwar year of suggest reasonable hope for a durable stability in French eco-
1929 by only about one fifth, or much less than in most other nomic affairs.

D EP A R TM E N T STORE TRAD E

On a daily average basis, estimated figures for September 
showed that dollar sales of Second District department stores 
had fallen 5 per cent below sales in September 1951, making 
the tenth consecutive month that the bank’s adjusted index 
failed to equal year-earlier levels. Spurred by continued lag­
ging sales performance, department and apparel stores both in 
New York City and various other Second District localities are 
joining the nation-wide trend toward increased night openings 
in an attempt to persuade consumers to part with more of their 
dollars.

Commitments outstanding for new merchandise increase 
from the end of July to the end of August by 3 per cent in 
addition to the usual seasonal rise experienced during the 
month.

T rends in  H o m e f u r n ish in g s

During recent months year-to-year increases in dollar sales 
made by Second District furniture stores have given an indica­
tion of renewed consumer interest in household durables, des­
pite the fact that sales of that type of merchandise by District 
department stores have fallen noticeably below year-ago levels. 
In May, instalment buying in furniture stores, stimulated by 
the lifting of Regulation W, rose 24 per cent above May 1951. 
causing a sizable increase in total sales. In the following month, 
a year-to-year gain of 13 per cent in instalment sales more than 
offset a decline of 21 per cent in cash sales. A contraseasonal 
decline in dollar volume of total sales from May to June sug­
gested that part of the large dollar volume in May might have 
been "borrowed” from the following month. In July, however, 
a year-to-year increase of 11 per cent reassured furniture dealers 
that consumers were still interested in durable homefurnishings. 
Major homefurnishing departments in District department 
stores, the most important competitors of the furniture 
stores, were still unable to find such encouragement— sales of 
the furniture, floor covering, major appliance, and radio and 
television departments of Second District department stores 
showed substantial year-to-year declines in sales for the four­
teenth consecutive month.1 (In July these declines by depart­
ments were 14, 31, 1, and 27 per cent, respectively.)

l With the exception of a slight year-to-year increase in sales of 
the furniture departments in July 1951 and the radio and television 
departments in November 1951.

The extent of consumer demand for household durables 
is far from clear; despite considerable sales promotion, 
furniture retailers were disappointed by the smaller-than- 
expected sales in August which resulted in a 4 per cent 
decrease from last Augusts figures. (In evaluating the change 
in unit sales it should be noted, however, that "housefurnish- 
ing” prices in August, as measured by the Bureau of Labor 
Statistics, were 4 per cent lower in New York City and 3 per 
cent lower in the country as a whole than they were 12 months 
before.) Once again department stores fared less well than 
furniture stores with figures for August showing declines of
11, 16, 28, and 47 per cent, respectively, in the four hard- 
goods departments previously mentioned. The large decline 
in the major household appliance departments was particularly 
unexpected since those departments had shown by far the 
most favorable year-to-year comparison in the previous month.

The relatively poor showing of department store homefur­
nishing departments is partially the result of unfavorable year- 
to-year comparisons with months of unusually strong depart­
ment store activity in 1950-51 during the two scare-buying

Department and Apparel Store Sales ard Stocks, Second Federal Reserve 
D istrict, Percentage Change from  the Preceding Year

Locality

Net i 

Aug. 1952

sales

Jan .through  
Aug. 1952

Stocks on 
hand 

Aug. 31, 1952

Department stores, Second D istrict.. .. -  8 -  8 - 1 5
New York C ity*.................................... —12 ( — 9) - 1 K - 9 ) —18( —15)
Nassau County...................................... n.a. n.a. n.a.
Northern New Jersev........................... — 7 “  5 - 1 7

- 1 0 - 1 8
Westchester County.............................. +  2 -  1 -  6
Fairfield County.................................... -  1 + 1 -  2

Bridgeport........................................... -  2 + 1
Lower Hudson River Valiev............... + 1 +  2 - 1 3

Poughkeepsie...................................... + 7 +  2 - 1 3
Upper Hudson River Valley............... -  4 -  2 -  9

-  1 -  4 - 1 5
Schenectady........................................ - 1 0 +  2 0

Central New York State..................... -  2 -  3 -  7
Mohawk River Valley...................... 0 -  2 - 1 5

-  2 0 - 1 6
Syracuse............................................... -  4 _  4 -  3

Northern New York State.................. +16 +  2 - 1 5
Southern New York State................... +  4 +  1 - 1 1

Binghamton........................................ - f  4 + 1 —15
-f  4 +  1 -  5

Western New York State.................... -  3 -  2 -  9
Buffalo................................................. -  2 0 - 1 0
Niagara Falls...................................... +  2 +  2

-  6 -  5 -  8

Apparel stores (chiefly New York C ity ). -  5 -  1 - 1 1

n.a. Not available.
* The year-to-year comparisons given in parentheses exclude the 1951 data of a 

Brooklyn department store that closed early in 1952.
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waves and the price war. This 'abnormal” comparison had 
definitely ended by July, however, and continued sizable 
declines from year-ago figures have pointed up the relatively 
better sales performance of Second District furniture stores.

In the past, there has not always been too close a correlation 
between the sales trends of these two competing types of stores. 
Between the census years of 1939 and 1948 the increase in 
sales of homefurnishings in New York State department stores 
was slightly lower than that in total sales by furniture stores in 
the State. (As was pointed out in a study in the November
1951 Monthly Review, both of these retail store groupings 
failed to match the spectacular increase recorded by their rela­
tively new competitors, the home appliance stores.) From 
1948 to 1949, sales of homefurnishing departments of District 
department stores fell approximately 10 per cent but District 
furniture store sales were only slightly below the peak level of 
1948. In 1950, however, department stores bettered their sales 
performance markedly while furniture stores, sharing less 
heavily in the scare buying following the outbreak of the 
Korean conflict, were able to increase sales for 1950 as a whole 
by only 2 per cent over the previous year. This modest gain, 
however, was enough to set a new sales record. Department 
store homefurnishing departments continued to achieve year- 
to-year gains greater than those of furniture stores in early
1951, but, after midyear, comparison with the scare-buying- 
inflated sales following June 1950 formed a pattern of continu­
ous year-to-year declines for the department stores which have 
persisted (with only the minor exceptions previously noted) 
up to the present. Furniture stores, which had shown smaller 
increases the year before, showed smaller declines during late
1951 and early 1952, after which increases began to appear.

Indexes of Department Store Sales and Stocks 
Second Federal Reserve District
(1947-49 average=100 per cent)

Item
1952 1951

August July June August

Sales (average daily), unadjusted................. 76 69 95 80
Sales (average daily), seasonally adjusted.. 102 95 98 106

Stocks, unadjusted........................................... 107 102 105 125
Stocks, seasonally adjusted............................ 111 116 113 129

It is apparent that different credit and trade-in policies of 
these competing retail outlets can affect their relative sales 
trends, regardless of the similarity of their merchandise. The 
discontinuation of consumer instalment credit control in May 
of this year brought an immediate increase in use of "time” 
payment plans, which traditionally account for over three 
fourths of all furniture sales. For the three-month period of 
May, June, and July, instalment sales showTed a year-to-year 
gain averaging 19 per cent compared with a decline of 14 per 
cent in cash sales. Although comparable figures are not avail­
able for homefurnishing departments of District department 
stores, the lapse of Regulation W  does not seem to have acted 
as a notable stimulus to sales of those departments.

As a result of the increase in instalment sales in furniture 
stores, accounts receivable on August 31 were 10 per cent 
above those a year earlier. Owing partly to lengthened 
repayment periods of instalment contracts which are no longer 
under regulation, collections lagged 8 per cent behind those 
during August 1951.

The dollar value of stocks on hand in Second District furni­
ture stores has remained well below comparable 1951 levels 
during all of this year. As the stocks-sales ratios in the accom­
panying table indicate, furniture stores succeeded quite well in 
the difficult task of reducing top-heavy inventories which had 
been swollen as a result of widespread misjudgment of con­
sumer demand for durable merchandise and of the availability 
of supplies last year. In August, however, the decline in sales 
from the previous year was almost equal to the year-to-year 
drop in stocks, bringing the stocks-sales ratio for the month up 
to last years figure of 5.3.

Sales and Stocks of Second District Furniture Stores*

Month
Percentage change 1951 to 1952 Stocks-sales ratio

Total
sales

Instalment
sales

End-of-
month
stocks 1952 1951

January.............. -  9 -  5 - 1 2 6 .0 6 .3
February............ -  1 +  2 - 1 5 5.6 6 .6

-  6 -  2 - 1 6 5.1 5.9
+  2 +  11 - 1 5 5.3 6.4
+ 1 2 +24 - 1 4 4 .4 5.8
+  2 +13 —13 4 .5 5 .3

July..................... + 1 1 + 2 0 -  9 5 .7 7 .1
-  4 +  3 — 5 5.3 5.3

* Total sales comparisons are based on a larger number of stores than are those 
for instalment sales, stocks, and stocks-sales ratios.
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NATIONAL SUMMARY OF BUSINESS CONDITIONS
(Summarized by the Board of Governors of the Federal Reserve System, September 30, 1952)

Industrial production recovered sharply in August and 
rose further in September to its previous postwar high. In 
September, seasonally adjusted sales at department stores are 
estimated to have declined following a marked rise in August, 
while expanded output has permitted some recovery in auto­
mobile sales. Wholesale prices declined somewhat after mid- 
August, reflecting largely heavy marketings of livestock. 
Consumers’ prices continued at record levels.

In d u st r ia l  Pr o d u c t io n

The Boards index of industrial production increased to 215 
in August from 193 per cent of the 1935-39 average in July, 
reflecting mainly the rapid return to full-scale operations at 
steel mills and a marked gain in nondurable goods output. 
According to preliminary estimates, industrial production has 
risen further in September to 223.

Steel production rose in August to 92 per cent of rated 
capacity and by late September was scheduled at a new record 
rate of 104 per cent. Activity in machinery and transportation 
equipment industries showed only a limited recovery in August 
but has apparently increased substantially in September. 
Passenger auto assemblies this month are estimated to have 
totaled about 445,000 units, the largest monthly output since 
June 1951. A substantial pick-up in production of television 
sets and major household appliances in August and September 
reflected earlier large inventory declines and increased con­
sumer buying.

Expansion in nondurable goods output in August reflected 
principally greater-than-seasonal increases at textile and paper­
board mills. There was also a sharp recovery in coke output,

INDUSTRIAL PRODUCTION

Federal Reserve indexes. Monthly figures, latest shown are for August.

and petroleum refining, which was already close to earlier peak 
rates in August, rose further in September. Total meat pro­
duction since mid-August has averaged 8 per cent above a 
year ago, with production of beef and veal up by about a fourth 
and pork down considerably.

Minerals output has increased sharply in August and 
September with resumption of iron ore mining and marked 
gains in output of crude petroleum and coal.

Co n s t r u c t io n

Value of construction contract awards declined slightly in 
August as awards for public nonresidential work dropped 
sharply following three months of steady increases. Value of 
new construction put in place was the same as in July, after 
allowance for seasonal influences. The number of housing units 
started in August declined more than seasonally to 99,000 
from 104,000 in July, but was 11 per cent larger than in 
August 1951.

Em p l o y m e n t

Employment in nonagricultural establishments, after allow­
ance for seasonal changes, rose in August to 46.8 million, 
an all-time high. In steel-consuming industries the number 
employed and employee working time increased but remained 
below pre-strike levels. Average hourly earnings of factory 
workers were up about one per cent from July to $1.66— the 
level of other recent months. Unemployment declined in 
August to 1.6 million, reflecting in part the end of the steel 
strike and in part seasonal factors.

PRICES AND TRADE
PERC EN T 1 9 4 7 -4 9  = 100 PERCENT

1948 1949 1950 1951 1952 1948 1949 1950 1951 1952

Seasonally adjusted series except for prices. Wholesale prices, Bureau of 
Labor Statistics indexes. Consumer prices, total retail sales, and dis­
posable personal income, Federal Reserve indexes based on Bureau of 
Labor Statistics and Department of Commerce data. Department store 
trade, Federal Reserve indexes.
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Sales at department stores, which had shown a greater-than- 
seasonal rise in August, increased less than seasonally in the 
first three weeks of September but remained close to year-ago 
levels. Reflecting in part the rise in sales, seasonally adjusted 
stocks at department stores are estimated to have declined 
somewhat in August. Sales of new passenger cars have risen 
from the sharply reduced August rate and, with output con­
siderably expanded, dealers’ stocks are being replenished.

Co m m o d it y  Prices

The general level of wholesale commodity prices declined 
somewhat from mid-August to the third week of September.

BUSINESS LOANS AT MEMBER BANKS IN LEADING CITIES
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The major decreases were in livestock and products owing 
partly to a considerable expansion in marketings of cattle. 
Prices of industrial commodities generally showed little change.

The consumers’ price index rose further by 0.2 per cent in 
August. Average prices of foods again advanced and rents 
and fuel prices increased, while prices of apparel declined 
slightly further.

Ba n k  Credit

Total bank credit outstanding at weekly reporting banks 
showed little change between mid-August and mid-September. 
All major types of loans increased, but holdings of U. S. 
Government securities declined. Business loans increased about 
three quarters of a billion dollars, reflecting largely credit for 
marketing crops as well as some borrowing in connection with 
tax payments in mid-September.

Bank reserve positions continued tight until mid-September, 
and borrowings from the Federal Reserve generally exceeded 
excess reserves. Thereafter, borrowings were reduced as banks 
obtained reserve funds as a result of a decline in Treasury bal­
ances at the Reserve Banks and System purchases of U. S. 
Government securities in connection with the October 1 cer­
tificate refinancing.

Se cu rity  M ark ets

Yields on Treasury bills declined during the first three 
weeks of September, while yields on long-term Treasury bonds 
rose somewhat. The Treasury offered 2 Vs per cent 14-month 
notes in exchange for the 10.9 billion dollars of certificates 
maturing October 1, 1952, and has also announced an offering 
of 2.5 billion of 161-day tax anticipation bills to be dated 
October 8 and to mature March 18, 1953.
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