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MONEY MARKET IN MARCH

M uch  of the activ ity  in  th e  m oney m ark e t d u rin g  M arch  
revolved ab o u t quarte rly  T reasury  tax  co llection  and  d eb t m a n ­
ag em en t transactions. D esp ite  the  very large m ovem ents of 
funds occasioned by these operations, and the sw ings in  bank  
reserve position s resu lting  fro m  these and o the r factors, m oney 
m arke t co nditions rem ained  fairly  steady th ro u g h o u t the  
m on th . A verage m em b er bank  borrow ings fro m  the  Federal 
R eserve B anks and  average n e t borrow ed  reserves (m em b er 
b ank  borrow ings fro m  the  Federal R eserve B anks less excess 
reserves) fo r the  m o n th  as a w hole w ere h ig h e r th an  the  levels 
th a t had  p reva iled  in  February , due in  large p a rt to  increased 
tigh tness in  the  last s ta tem en t w eek o f M arch. T h e  effective 
ra te  fo r Federal funds rem ained  a t o r close to  2 Y l  p e r  cent 
th ro u g h o u t the  m on th .

P ressure on m em ber bank  reserve positions was intensified 
in  the  la tte r p a rt  o f the  m o n th  by ex trao rd inary  business de­
m ands fo r bank  cred it p a rtly  associated w ith  the  tax  period . 
A s a result, m em ber bank  deposits and  req u ired  reserves rose 
sharply; the im p act u po n  n e t bo rrow ed  reserves was accen tu­
ated  by the effects of T reasury  opera tions and  by a substan tia l 
decrease in  float in  th e  last sta tem en t w eek o f the  m onth .

Federal R eserve System  security  transactions in  M arch  con­
sisted largely of sh o rt-term  repurchase agreem ents w ith  G o v ­
ern m en t security  dealers, u n til  late in  the  m o n th  w h en  m od erate  
am ounts o f T reasury  bills w ere purchased  o u tr ig h t to  alleviate 
m on th -end  strains. O n  a daily average basis, to ta l System  h o ld ­
ings in  th e  w eek ended  M arch  28 w ere 73 m illion  dollars 
larger th a n  in  th e  last w eek of February. R epurchase ag ree­
m ents served fro m  tim e to  tim e to  relieve tem porary  s trin g en ­
cies, pa rticu larly  in  the  first p a rt  of the  m o n th  and  around  
m idm onth ; th e  ex tensions o f F ederal R eserve cred it to  the  m a r­
ket in  th is fo rm  w ere sizable a t tim es, b u t they w ere of short 
duration .

M em b er ban k  borrow ings fro m  the  F ederal R eserve Banks 
rem ained  a t substan tia l levels, ap pro ach ing  1.2 b illion  dollars 
on  a daily average basis d u rin g  the  w eek ended M arch  28 and 
averag ing  above 900  m illio n  dollars in  each o f the  p reced ing  
tw o weeks. F or the  fou r s ta tem en t weeks, such borrow ings

averaged 964  m illio n  dollars, com pared  w ith  835 m illio n  do l­
lars d u rin g  F ebruary  and  867 m illion  dollars fo r th e  last tw o 
sta tem en t w eeks in  January . In  general, m em b er banks b o r­
row ed fro m  th e  Federal R eserve Banks d u rin g  the  m o n th  in  
am ounts sufficient to  offset m uch  of the  com bined  im pac t u po n  
excess reserves of m ovem ents in  the  o p e ra tin g  transactions 
no ted  in  T ab le  I and  of changes in  req u ired  reserves, risin g  
w hen  these factors dep le ted  excess reserves and fa lling  w hen  
they increased them .

T h e  re fu n d in g  o f 8,472 m illio n  dollars of lY s  p e r  cent 
T reasury  notes m a tu rin g  M arch  15 and 1,007 m illio n  dollars 
of 1^2 p e r  cen t T reasury  notes m a tu rin g  A p ril 1 was success­
fully com pleted  by th e  T reasury  in  the  first p a rt  o f th e  m on th , 
w ith  less th an  2 p e r  cen t o f the  m a tu rin g  securities tu rn ed  
in  fo r cash paym ent. A b o u t 4.5 b illio n  dollars o f the  1 Ys per 
cent notes w ere held  outside the  Federal R eserve System ; 
alm ost h a lf  of these w ere exchanged fo r new  2 Ys p e r  cen t 
certificates due F eb ru ary  15, 1957 and m ost of the  rem ainder 
fo r ad d itiona l am ounts of the  2 Ys p e r  cen t notes orig inally  
issued last D ecem ber and  due Ju n e  15, 1958. T h e  o th e r 4  b il­
lion  dollars of the  m a tu rin g  1 Ys p e r  cen t notes an d  the  1 b illion  
dollars of the  1 Yi p e r  cen t notes due A p ril 1, v irtually  all of 
w h ich  w ere he ld  by th e  F ederal R eserve System , w ere tu rned  
in  to  the  T reasury  in  exchange fo r th e  new  2 Ys p e r  cen t cer­
tificates m a tu rin g  n ex t February.

P rices of m ed iu m  and  lo ng er-te rm  G o vernm en t securities 
tended  to  fall d u rin g  m ost of the  m on th , the  decline continu-
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in g  a tren d  th a t had  begun  early in  February  a fte r prices had 
risen  sharp ly  in  January . T h e  decline, w h ich  ga ined  som e 
m o m en tu m  as the  m o n th  progressed, was in  p a rt  a reflection 
of increasingly  op tim istic  investo r reappraisa ls of the near-te rm  
econom ic outlook  and re la ted  expecta tions of heavy dem ands 
u po n  the  cap ital m arkets, b o th  of w h ich  served to  change views 
held  earlier in  the year th a t F ederal R eserve policy w ould  be 
eased in  the  n ear fu tu re. For the  m o n th  as a w hole, changes 
in  prices of G o v ernm en t bonds and  notes m a tu rin g  th rou g h  
1959 rang ed  be tw een  increases of Vs of a p o in t and declines 
of ab o u t 34 of a p o in t; prices o f long er issues decreased from  
Ys of a p o in t to  alm ost 2 poin ts.

T reasury  b ill rates w ere subject to  a variety  of influences 
d u rin g  the m o n th , inc lud ing  dem ands arising  from  sw itches 
o u t of “r ig h ts” a t the  tim e of the  refund in g , sales by co rpo ra­
tions to  m eet incom e tax  paym ents, and a dem and for issues 
m a tu rin g  early in  A p ril by banks and o thers in  C ook C ounty , 
Illinois, fo r special use over A p ril 1 in  connection  w ith  local 
taxes. T h e  average issu ing ra te  established at the  w eekly auc­
tio n  for T reasury  bills rose fro m  2.173 p e r  cen t fo r bills dated  
M arch  8 to  2 .374 p e r  cen t fo r the  succeeding issue and  to 
2.422 p e r  cen t fo r the  issue dated  M arch  22. T ow ard  the  end 
o f the  m o n th  dem and increased, and  in  the  last b ill auction 
o f the  m o n th , he ld  on  M arch  26 for T reasury  bills dated 
M arch  29, the  average issu ing  ra te  fell to  2.173 p e r  cent.

T h e  m arke ts fo r co rpo ra te  and  m un ic ipa l bonds developed 
a m ark ed  w eakness as the m o n th  progressed. A lth o ug h  in ­
creased confidence in  the  business ou tlook  played a p a rt in 
th is  trend , the  overhang  of unso ld  securities in  dealers’ p o r t­
folios and  the heavy and g row ing  cap ita l dem ands had  a m ore 
d irec t influence. T h ere  was som e price  cu ttin g  of slowly m o v ­
in g  co rpo ra te  and m u n ic ipa l issues as dealers u n d erto ok  to  
m ove inventories, and yields on  previously o u tstan d ing  securi­
ties tended  to  rise over the  m on th .

T ow ard  th e  end  o f the  m o n th  the  lead ing  banks in  N ew  
Y o rk  C ity  increased rates fro m  334 p e r cen t to  4  p e r  cen t on 
new  loans to  custom ers (ex c lud ing  G o vernm en t securities 
dealers) to  carry n on -G overnm ent securities. D ay-to-day rates 
on  loans to  G o v ern m en t securities dealers also edged upw ard, 
in  one instance to  the  4  p e r cent level.

M e m b er  Ba n k  R eserve Po s it io n s

M em b er bank  reserve position s d u rin g  M arch  w ere strongly  
influenced by the  heavy volum e o f funds th a t flowed th ro ug h  
the  b an k in g  system  as th e  resu lt o f large-scale T reasury  tax  
and  deb t m anagem ent operations. T reasury  d isbursem ents and 
collections alternately  supp lied  reserves to  or d rained  reserves 
fro m  the  m em ber banks. M ovem ents in float and requ ired  
reserves d u rin g  the  m o n th  w ere also of substan tia l m agnitude , 
and  m em b er bank  reserve positions frequen tly  show ed large 
varia tions fro m  day to  day.

N e t  borrow ed  reserves fluctuated  be tw een  a low  of 262 m il­
lio n  dollars on  a daily average basis in  the s ta tem en t w eek

ended M arch  7 and a h ig h  of 643 m illion  dollars in  the  w eek 
ended  M arch  28, the  h igh est w eekly average o f the  year thus 
far. F or the  m o n th  as a w hole n e t bo rrow ed  reserves averaged 
428  m illion  dollars, w h ich  com pares w ith  an average of 311 
m illio n  dollars fo r the  p e rio d  fro m  m id-Janu ary  to  the  end  
o f February.

D u rin g  m ost of th e  first ha lf  of the m on th  the  T reasury ’s 
balance at the  Federal R eserve B anks rem ained  fairly  stable, 
b u t around  M arch  15 it was allow ed to  decline to  relatively 
low  levels in  an tic ip a tio n  of fo rthco m ing  tax  collections. 
T reasury  outlays w ere en larged  a t th a t tim e by paym en ts of 
ab o u t 350 m illion  dollars in  in te rest on  ou ts tan d in g  securities 
and by d isbursem ents to  cover the m a tu rin g  securities tha t 
had no t been ten dered  fo r exchange in  the  re fu n d in g  opera tion  
earlie r in  the  m on th . As a result, the  T reasury ’s balance at 
the Federal R eserve Banks d ro pp ed  fro m  abou t 561 m illion  
dollars on  M arch  14 to  149 m illio n  on M arch  16; by M onday, 
M arch  19, how ever, due to  exceptionally  rap id  processing of 
incom ing  co rpo ra te  tax  re tu rn s  over the  w eek end, the  balance 
had  risen  tem porarily  to  over 1 b illion  dollars. L ater in  the 
m on th , on  M arch  22 and  23, the  T reasury  was called upon  
to  m ake heavy cash outlays to  redeem  th a t p o rtio n  o f tw o 
issues of m a tu rin g  tax  an tic ipa tio n  securities w h ich  had  no t 
been  offered in  paym en t against tax  liab ilities. H ow ever, since 
th e  T reasu ry ’s balance a t the  Federal R eserve B anks was very 
large a t the  s ta rt o f the  w eek, an d  heavy tax  collections con­
tinu ed  to  com e in, the  balance d id  n o t approach  norm al levels

T a b l e  I

C h a n g e s  i n  F a c t o r s  T e n d i n g  t o  I n c r e a s e  o r  D e c r e a s e  
M e m b e r  B a n k  R e s e r v e s ,  M a r c h  1 9 5 6

( I n  m i l l i o n s  o f  d o l l a r s ;  ( +  ) d e n o t e s  i n c r e a s e ,
( — ) d e c r e a s e  i n  e x c e s s  r e s e r v e s )

D a i l y  a v e r a g e s — w e e k  e n d e d
N e t

F a c t o r
M a r c h

7
M a r c h

14
M a r c h

2 1
M a r c h

2 8

c h a n g e s

Operating transactions
T r e a s u r y  o p e r a t i o n s * ............................ +  9 0 -  9 9 4 -  7 3 - 1 1 2 -  4 8
F e d e r a l  R e s e r v e  f l o a t ............................ -  4 5 -  2 3 4 - 4 8 5 - 3 5 6 4 -  6 1
C u r r e n c y  i n  c i r c u l a t i o n ........................ -  2 2 —  7 4 4 -  1 2 4 -  1 5 -  6 9
G o l d  a n d  f o r e ig n  a c c o u n t .................... -  6 +  2 2 4 -  2 3 -  6 4 -  3 3
O t h e r  d e p o s i t s ,  e t c ................................ -  19 -  1 7 -  3 8 4 -  1 9 -  5 5

0 - 1 9 2 4 - 5 5 2 - 4 3 9 -  7 9

Direct Federal Reserve credit transactions 
G o v e r n m e n t  s e c u r i t ie s :

D i r e c t  m a r k e t  p u r c h a s e s  o r  s a l e s .. +  4 2 -  1 6 -  5 4 -  9 0 4 - 1 1 1
H e l d  u n d e r  r e p u r c h a s e  a g r e e m e n t s . +  4 1 4 -  3 4 -  8 -  9 0 -  3 8

L o a n s ,  d i s c o u n t s ,  a n d  a d v a n c e s :  
M e m b e r  b a n k  b o r r o w in g s ............... -  9 4 - 2 2 6 -  4 1 4 - 2 6 2 4 - 4 3 8

— — — — —

B a n k e r s ’ a c c e p t a n c e s :
B o u g h t  o u t r i g h t ................................ ___ 4 -  1 -  1 -  1 -  1
U n d e r  r e p u r c h a s e  a g r e e m e n t s ........

T o t a l ........................................ +  7 4 4 - 2 1 3 -  3 9 4 - 2 6 3 4 - 5 1 1

4 -  7 4 4 -  2 1 4 - 5 1 3 - 1 7 6 4 - 4 3 2
Effect of change in required reservesf ------ -  2 4 -  2 7 - 3 7 1 4 - 1 0 6 - 3 1 6

Excess reserves+ .......................................... 4 -  5 0 -  6 4 - 1 4 2 -  7 0 4 - 1 1 6

D a i l y  a v e r a g e  l e v e l  o f  m e m b e r  b a n k :  
B o r r o w i n g s  f r o m  R e s e r v e  B a n k s . . . . 7 4 9 9 7 5 9 3 4 1 , 1 9 6 9 6 4 J

E x c e s s  r e s e r v e s t .................................... 4 8 7 4 8 1 6 2 3 5 5 3 5 3 6 1

N o t e :  B e c a u s e  o f  r o u n d in g ,  f i g u r e s  d o  n o t  n e c e s s a r i l y  a d d  t o  t o t a ls .  

*  I n c l u d e s  c h a n g e s  i n  T r e a s u r y  c u r r e n c y  a n d  c a s h ,  

f  T h e s e  f i g u r e s  a r e  e s t im a t e d ,  

t  A v e r a g e  f o r  f o u r  w e e k s  e n d e d  M a r c h  2 8 .
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u n til late in  the m on th . In  an effort to  m od era te  th e  im pact 
of its opera tions u p o n  m em b er bank  reserve positions, the 
T reasury  frequen tly  used its special call or redeposit facilities 
w ith  the Class C depositaries.

F loat generally rises at m id m on th , and  the M arch  rise has 
norm ally  been  larger than  th a t o f m ost o th e r m on ths due 
to  the congestion  created by the heavy flow of tax  checks. 
B u t th is year the increase was g rea te r th a n  usual, as snow  
storm s over the  no rtheastern  p a rt  o f the  country  in te rfe red  
w ith  a ir m a il deliveries and delayed the processing of checks. 
T hus th e  daily average level of float rose fro m  812 m illion  
dollars in  th e  w eek ended  M arch  14 to  1,297 m illion  dollars 
in  the  fo llow ing  w eek, as the  effect of the  usual m id m o n th  
rise was com pounded  by the inc lem en t w eather. T h e  peak 
increase in  float partia lly  co incided w ith  the  m a jo r increase 
in  the T reasury ’s balance at the  Federal R eserve Banks, so tha t 
daily m ovem ents in  these factors w ith in  the  w eek ended 
M arch  21 tended  to  offset each o the r w ith  respect to  th e ir  
effect on  m em ber bank  reserve positions. D u rin g  the  fo llow ­
in g  week, b o th  float and the T reasury  balance w ere reduced  
substantia lly .

Business borro w ing  fo r tax  and o the r purposes resu lted  in 
large deposit increases fo r m em b er banks d u rin g  the  m on th , 
w ith  consequen t increases in  requ ired  reserves. T h e  daily aver­
age level of req u ired  reserves rose 371 m illio n  dollars in  th e  
w eek ended M arch  21 over the level of the  p rev ious w eek, one 
o f the  largest w eekly increases on record  for a p e rio d  w hen  no  
T reasury  b o rrow in g  o f new  m oney took  place. In  addition , 
reserve positions w ere affected by a vo lum e of currency in  
c ircu lation  w h ich  rem ained  considerably larger th an  norm al 
fo r the  m o n th  o f M arch, possibly due to  the  early Easter date 
o f A pril 1 th is year.

T h e  G o v e r n m e n t  Secur ities  M a r k e t

O n M arch  1 the  T reasury  announced  re fu n d in g  term s for 
8 ,472 m illion  dollars o f  1 Vs p e r  cen t notes due M arch  15 and
1,007 m illion  dollars of IV 2 p e r  cen t notes due A p ril 1. H o lders 
o f the  1 Ys p e r  cen t notes w ere g iven  th e  o p tio n  of exchang­
in g  th em  for a new  2 Ys p e r  cen t certificate m a tu rin g  F eb ru ­
ary  15, 1957 o r fo r an  ad d itiona l am o un t of th e  ou tstand ing
2 Vs p e r  cen t notes, originally  issued D ecem ber 1, 1955, w hich 
m a tu re  Ju n e  15, 1958. H o lders of the  IV 2 p e r  cen t notes of 
A p ril 1 (p rin c ip a lly  the  System O p en  M ark e t A cco u n t) w ere 
offered an exchange only in to  the new  2 Ys p e r  cen t certificates. 
T h e  effective date of the  exchange was M arch  5, w ith  in te rest 
ad justm en ts  m ade as of th a t date, and  a delivery  date  of 
M arch  15. Subscrip tion  books w ere open  M arch  5 th roug h  
M arch  7.

F o llow ing  the  T reasury’s an nouncem ent of the  re fun d in g  
term s, th e  m a tu rin g  1 Ys per cen t notes w ere b id  above p a r 
th ro u g h  the  close o f the m arke t on M arch  7, and the  p rem iu m  
b id  fo r  these m aturing n otes encouraged  a n u m b er o f holders 
w ho requ ired  cash fo r cu rren t needs to  sell ra th e r th a n  redeem  
th e ir ho ld ings a t m atu rity . H o lders  o f less than  2 p e r  cen t of

the m a tu rin g  notes re ta in ed  th e ir  hold ings for cash redem ption  
ra th e r th an  accep ting  the  new  securities offered in  exchange; 
investors subscribed for IV a b illion  dollars of the new  2 Ys p e r 
cen t certificates ( in c lu d in g  5 b illion  fo r the Federal R eserve 
B anks) and 2.1 b illion  of the  reissued 2 Ys p e r  cen t notes. T h e  
percen tage of a ttr itio n  on the  re fun d in g  was the sm allest in  
m ore than  a year. T he  new  certificates and reissued notes b o th  
traded  a t fro m  % 6 to  Vs above p a r  on  a "w hen-issued” basis 
u n til the delivery date. Shortly  thereafter the general softness 
o f the m ark e t b ro u g h t the  notes dow n to  slightly  below  par, 
b u t the  new  certificates m a in ta ined  a p rem iu m  th ro ug h  the 
end  of the m on th .

G o v ern m en t security  prices generally  tended  to  fall d u ring  
the  m on th . T h e  decline in  prices was accom panied by occa­
sional liqu id a tion  of in te rm ed ia te  and long -te rm  issues by in s ti­
tu tio n a l investors and som e com m ercial banks, and  the low er 
price  levels m ay also have caused som e revival of tax  sw itch ing. 
B onds and  notes w ere particu larly  affected by th e  heavy vo l­
um e o f new  co rpo ra te  and  m un ic ipa l offerings in  p rospec t and 
by the  increased investo r confidence in  the business outlook. 
T hese influences ten ded  to  dam pen the  earlier v iew  th a t 
Federal R eserve policy  m ig h t change in  the d irec tion  o f less 
cred it re s tra in t in  the  near fu ture. T his reappraisa l was re ­
in forced  by stro ng  u pw ard  m ovem ents in  stock prices, the  
findings of the  D e p a rtm en t of C om m erce and Securities and 
E xchange C om m ission survey of business p lans fo r ex p en d i­
tures on  new  p la n t and  eq u ipm ent, and the p re lim in ary  results 
o f the Federal R eserve System -sponsored survey o f consum er 
in ten tions, suggesting  co n tinu ed  h ig h  consum er spend ing. O n  
balance, prices of bonds and notes m a tu rin g  fro m  I9 6 0  th rou g h  
1972 fell by Ys to  1 15/iq  po in ts  fo r the m o n th  as a w hole, to  
ab o u t the  level th a t had  p reva iled  early last A ugust. T he 
3Va p e r  cen t bonds o f 1978-83 d rop p ed  1 %  p o in ts  in  price 
d u rin g  the m o n th  to  close a t 1 0 3 1% 6  ( b i d ) , a y ield  of 3.02 pe r 
cent, and the 3’s o f 1995 m oved  dow nw ard  fro m  1 0 0 % e  ( b id )  
a t the  s ta rt of the  m o n th  to  close on  M arch  29 at 9 8 % , th e  low ­
est they have been  since last A u gust 29. R ecu rren t rum ors 
in  the  m ark e t th a t th e  3 s  m ig h t be reopened  fo r an additional 
o ffering  by the  T reasury  in  the  n ex t few  m on ths w ere in  p a rt 
responsib le for th e  in itia l phase of th e ir  p rice  decline.

T reasury  b ill yields fell sharp ly  early in  the  m o n th  as a 
resu lt o f s tro ng  b ank  and n o n b an k  dem and arising  p a rtly  fro m  
sw itch ing  ou t of " rig h ts” in  connection  w ith  th e  T reasury ’s 
refund in g . T h e  longest o u ts tan d ing  issue fell 24  basis-points 
fro m  2.30 p e r  cen t ( b id )  a t the  s tart of the  m o n th  to  2 .06 
per cen t on  M arch  2, b u t th en  re tu rned  to  2.37 p e r  cen t by 
m id m o n th  as co rpo ra tions sold bills to raise funds needed  for 
th e  M arch  15 tax  date. T h e  dem and  fo r T reasury  b ills th e n  
increased and  yields fe ll fro m  th e ir  m idm o n th  levels; th e  y ield  
on  the  longest o u ts tan d in g  issue o f T reasury  bills fell to  2.13 
p e r  cent ( b id )  by M arch  26, b u t then  rose again  to  close th e  
m o n th  a t 2.30 p e r  cent, the  sam e as it h ad  b een  a t th e  s ta rt 
of th e  m on th . T h e  yields on  the  first tw o issues m a tu rin g  in  
A p ril rem ained  w ell below  those on  o th e r m a tu rities  th ro u g h ­
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o u t m uch  o f the  m o n th , due to  s tro ng  dem and aris ing  fro m  
Illinois investo rs seek ing  to  reduce th e ir  dem and deposits p r io r  
to  the A p ril 1 C ook C o un ty  personal tax  assessm ent date.

O t h e r  Secu r ities  M ar k ets

T h e  m ark e t fo r new  issues o f co rpo ra te  and m un ic ipa l securi­
ties ex h ib ited  w eakness and  congestion  in  M arch  an d  was 
m arked  by sagging  p rices in  the  face of a large overh ang  of 
recen t m u n ic ip a l b o n d  flo tations and a heavy M arch  volum e 
of co rpo ra te  offerings. A s the  m o n th  progressed, increasingly 
w idespread  p rice  concessions w ere offered to  facilita te  d is tr ib u ­
tio n  o f slow -m oving issues. T hese developm ents w ere accom ­
pan ied  by an  increase o f 7 basis-points in  average yields on  
seasoned A aa-ra ted  co rpo ra te  bonds and  of 16 basis-points on  
long -te rm  A aa m u n ic ip a l bonds, as repo rted  by M oody’s Inves­
tors Service. T h e  D ow -Jo nes average of revenue b o n d  yields 
reg istered  a rise of 9 basis-points in  M arch.

T h e  estim ated  vo lum e o f pub lic ly  offered m u n ic ip a l bonds 
in  M arch  declined  to  ab o u t h a lf o f the  heavy volum e o f F eb ru ­
ary, as several expected  issues w ere delayed in  the  face of rising  
rates an d  the  co ngestion  resu lting  fro m  considerable unsold  
am ounts of recen t issues. D ealers’ inventories con tinued  to  
rise th ro u g h  the m idd le  of the  m on th , b u t declined slightly  in  
the  la tte r ha lf as u n d e rw ritin g  syndicates w ere b rok en  u p  and 
unsold  securities w ere reduced  in  price. T h e  unso ld  balances 
o f tw o large to ll-road bo n d  issues w ere repriced  d u rin g  M arch 
to  yield as m uch  as 20 basis-points m ore  than  the  in itia l offer­
ings in  February.

In  con trast to  the  m ark ed  decline in  the  volum e of new  
m un icipa l issues, pu b lic  offerings of co rporate  bonds for new  
cap ita l rose fro m  120 m illio n  dollars in  February  to  an  esti­
m ated  380 m illion  dollars in  M arch. As the  m o n th  progressed 
several u n d erw ritin g  syndicates w ere dissolved and  offering 
prices w ere reduced, as dealers a ttem p ted  to  m arke t the heavy 
volum e o f new  issues. T ow ard  the end of the  m o n th  a reoffer­
in g  y ield  of 3.35 p e r  cen t was designated  by a syndicate of 
in vestm en t bankers on  a new  A aa-ra ted  u tility  issue, the  h ig h ­
est ra te  since 1953 on such an  offering.

M e m b e r  Ba n k  Credit

T o ta l loans and  investm ents of w eekly rep o rtin g  m em b er 
banks increased 2,417 m illio n  dollars d u ring  the  four-w eek 
period  ended  M arch  21, w ith  to ta l loans ris in g  2,092 m illion  
dollars and investm en ts  increasing  325 m illion  dollars. C om ­
m ercial and  in d u stria l loans increased 1,510 m illion  dollars to  
account fo r the  b u lk  o f th e  loan expansion; the  rise of 592 
m illion  dollars in  these loans d u rin g  th e  w eek ended  M arch
14 and of 681 m illion  in  the  w eek ended M arch  21 represen ted  
th e  largest w eekly increases in  such loans since the w eek 
ended  Ju n e  15, 1955, w h ich  also included  a qua rte rly  tax 
p aym ent date. A  substan tia l p a rt  o f the  rise in  business loans 
in  these w eeks p resum ably  rep resen ted  b o rro w ing  by the  
n a tio n ’s larger co rporations to  raise funds to  m eet the  M arch  15

W e e k l y  C h a n g e s  i n  P r i n c i p a l  A s s e t s  a n d  L i a b i l i t i e s  o f  t h e  
W e e k l y  R e p o r t i n g  M e m b e r  B a n k s  

( I n  m i l l i o n s  o f  d o l l a r s )

Table II

S t a t e m e n t  w e e k s  e n d e d C h a n g e  
f r o m  D e c .

I t e m
F e b .

2 9
M a r .

7
M a r .

1 4
M a r .

2 1

2 8 ,  1 9 5 5  
t o  M a r .  

2 1 ,  1 9 5 6

Assets

L o a n s  a n d  i n v e s t m e n t s :
L o a n s :

C o m m e r c i a l  a n d  i n d u s t r i a l

A g r i c u l t u r a l  l o a n s .................
S e c u r i t y  l o a n s ........................
R e a l  e s t a t e  l o a n s ...................
A l l  o t h e r  l o a n s  ( l a r g e l y  

c o n s u m e r ) ...........................

+  8 9  
-  1 4  
+  1 7  
+  3 0

+  8 4

+ 1 4 8  
-  1 0  
+  4 4  
+  3 0

+  9

+
+
+
+

+

5 9 2
1

8 9
3 3

3 2

+

+
+

+

6 8 1
1 7

1 8 3
3 3

5 0

| + 1 , 0 3 8

-  9 8  
+  1 7 3

+  1 9 1

T o t a l  l o a n s  a d j u s t e d * . . . . + 2 0 0 + 2 2 0 + 7 4 1 + 9 3 1 + 1 , 2 0 0  |

I n v e s t m e n t s :
U . S .  G o v e r n m e n t  s e c u r i t ie s :  

T r e a s u r y  b i l l s .................... -  3 8
-  8 5

- 1 4 7  
+  3 2

+
+

2 2 4
5 0

+
+

1 2 6
9 7

-  4 2 2  
- 1 , 0 4 6

T o t a l ...............................
O t h e r  s e c u r i t ie s .....................

- 1 2 3  
+  4 1

- 1 1 5  
+  4 3

+ 2 7 4
4

+ 2 2 3
1 4

- 1 , 4 6 8
+  2 1

T o t a l  i n v e s t m e n t s ............ -  8 2 -  7 2 + 2 7 0 + 2 0 9 - 1 , 4 4 7

T o t a l  l o a n s  a n d  i n v e s t m e n t s
+  1 1 8 + 1 4 8 + 1 , 0 1 1 + 1 , 1 4 0 -  2 4 7

L o a n s  t o  b a n k s .............................. + 1 4 3 +  6 1 - 7 9 - 1 2 3 -  2 9

L o a n s  a d j u s t e d *  a n d  “ o t h e r ”
+ 2 4 1 + 2 6 3 + 7 3 7 + 9 1 7 +  1 . 2 2 1

Liabilities

D e m a n d  d e p o s i t s  a d j u s t e d .........
T i m e  d e p o s i t s  e x c e p t

G o v e r n m e n t ...............................
U .  S .  G o v e r n m e n t  d e p o s i t s ........
In t e r b a n k  d e m a n d  d e p o s i t s :

+ 1 2 5

+  4 1  
+ 2 3 2

-  9 0
-  5

+ 1 8 7

+  1 7  
- 6 7 5

+ 4 4 5  
+  3 4

+ 1 , 1 8 6

+  8 7  
-  1 0 9

+  1 9 9  
+  1

- 1 , 1 0 3

-  2
+ 2 , 3 4 4

-  3 6 7
-  3 0

- 2 , 3 8 2

-  6 6  
+  1 , 7 1 1

-  9 0 2
-  5

*  E x c l u s i v e  o f  l o a n s  t o  b a n k s  a n d  a f t e r  d e d u c t io n  o f  v a l u a t i o n  re se rv e !?;  f i g u r e s  
f o r  t h e  i n d i v i d u a l  l o a n  c la s s i f i c a t i o n s  a r e  s h o w n  g r o s s  a n d  m a y  n o t ,  t h e re fo re ,  
a d d  t o  t h e  t o t a l  s h o w n .

tax  paym en t date. O f the  to ta l increase of 1,273 m illio n  dollars 
in  the  tw o weeks, 763 m illio n  occurred  a t re p o rtin g  N e w  Y o rk  
C ity  banks.

D u rin g  th e  first tw elve w eeks o f 1956 business loans 
increased 1,038 m illion  dollars a t the  w eekly re p o rtin g  m em ­
ber banks, com pared  w ith  a n e t increase of 214  m illio n  dollars 
in  the  co rresponding  p e rio d  a year ago. T h e  b o rro w er ca te­
gories largely responsib le fo r the  increase w ere m etals and 
m etal p roducts firm s, p ub lic  u tility  and  tran sp o rta tio n  com pa­
nies, and pe tro leum , coal, chem icals, and  ru b b e r producers. 
Sales finance com panies reduced  th e ir  bank  loans 328 m illion  
dollars d u rin g  th is period , w h ile  in  the  sim ilar p e riod  last year 
they  increased these borrow ings by 87 m illion  dollars. T hus 
business loans, exclusive of loans to  sales finance com panies, 
increased 1,366 m illio n  dollars th is  year, co m pared  w ith  an 
increase of 127 m illion  dollars d u rin g  th e  co rresponding  period  
in  1955.

R ep o rtin g  m em ber bank  ho ld ings of T reasury  bills increased 
substan tia lly  in  the  w eeks ended  M arch  14 and  M arch  21; for 
the fo u r w eeks th ro u g h  M arch  21 to ta l hold ings o f G o v ern ­
m en t securities w ere increased 259  m illio n  dollars. F rom  the 
b eg in n in g  of th e  year, to ta l investm ents had  fallen  1,447 m il­
lio n  dollars, as com pared  w ith  a d ro p  of 2,987 m illio n  in  the 
like w eeks last year.
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INTERNATIONAL MONETARY DEVELOPMENTS

M o n e t a r y  T rends a n d  Policies

D u rin g  M arch, the  m onetary  au thorities  o f several fo reign  
countries took  new  m easures of cred it re s tra in t o r reinforced  
m easures tak en  previously.

In  W est G erm any, the  B ank deutscher L ander on  M arch  8 
raised its d iscount ra te  to  AVi p e r cen t fro m  3Vi (see c h a r t) .  
T he rate had  been raised  to  3 Vi fro m  3 last A ugust, fo llow ing 
five p rev ious reductions; in  A u gust th e  cen tral bank  had  also 
increased the  com m ercial b anks’ reserve requ irem en ts . T he 
d iscount ra te  was raised  last m o n th  against th e  background  
of boo m ing  business activity. In du stria l p ro d u ctio n  last year 
was 16 p e r  cen t above 1954 and  m ore th a n  double the  
1936 ou tp u t. W h ile  w holesale prices increased by 2.6 p e r  
cen t d u rin g  1955, the  cost o f liv ing , a fte r h av in g  declined 
d u rin g  the first ha lf o f the  year, rose by 2.8 p e r  cen t d u r­
in g  the  second half, and  since th e  year end  there  have been 
fu rth e r  p rice  rises in  som e im p o rta n t g roup s of consum er 
goods. W ag es in  certa in  m ajo r industries  have recently  been 
increased; coal m iners, fo r exam ple, have received w age raises 
av erag ing  9 p e r  cent. O n  the  ex ternal side, G erm any  continues 
to  register  an over-all balance-of-paym ents surp lus although, at 
som e 450  m illion  dollars’ equivalent, th e  1955 surplus was 
low er th an  th e  670  m illio n  and  900  m illio n  reco rded  in  1954 
and 1953. T h e  m easures of m onetary  re s tra in t ad op ted  by the  
B ank deu tscher L ander last sum m er had  b ro u g h t ab ou t a g e n ­
eral m oney m ark e t tigh tness w hich, in  tu rn , had  caused in ­
creased recourse to  th e  cen tra l b ank ing  system  on  the  p a rt o f 
the c red it in stitu tion s, as w ell as a slow  rise in  short-term  
in te rest rates. T ow ard  th e  close o f the  year, the  day-to-day 
m oney rate  generally  had  fluctuated  above the  p reva ilin g  d is­
co un t rate, and w h ile  som e easing subsequently  took  place, 
d u rin g  m ost o f F ebruary  th e  ra te  once m ore  ranged  above the 
old iV z  p e r  cen t d iscount rate  level.

In  the  U n ited  K in gd om , the  T reasury  reduced  fro m  £50 ,000 
to £10 ,000 the am o un t o f new  stock and  bond  issues th a t m ay 
be floated annually  by any com pany w ith o u t the  au thorizatio n  
o f the C apital Issues C om m ittee . T h is  m ove was said to  have 
been  m ade to  ex tend  the  scru tiny  o f th e  com m ittee  to  a sector 
o f the  cap ital m arke t h ith e rto  free of restric tions, and  reinforces 
the C hancellor o f th e  E xchequer’s request, m ade in  the  course 
o f the m id-F ebruary  re s tra in t m easures, th a t the  C ap ita l Issues 
C om m ittee ad o p t a * V igorously critica l a ttitu d e” tow ard  new  
issues. T h e  T reasury  also announced  h ig h e r  in te rest rates for 
new  loans to  local au tho rities  by the  P ub lic  W o rk s  Loan Board, 
the second such increase th is  year. T h e  ra te  fo r loans u p  to  
five years was raised  fro m  5 Vi to  5Vs p e r  cent, and  fo r loans 
exceeding five years fro m  5 Ys and  5V4 to  a u n ifo rm  5 l/i p e r 
cent; it  appears th a t th e  b o a rd ’s ru le n o t to  m ake loans for 
periods o f less than  seven years rem ains in  force.

In  an tic ipa tio n  o f the  increase in  th e  T reasu ry ’s seasonal cash 
deficit fo llow ing  th e  p e rio d  o f heavy tax  collections, as w ell as

of the  A u gu st re fu n d in g  of 2 Vz p e r  cent N a tio n a l W a r  Bonds, 
a 300 m illio n  p o u n d  issue of 5 p e r  cen t E xchequer Stock m a tu r­
ing  Ju n e  15, 1957 was offered a t p a r  on  M arch  7. A ccord ing  
to  m ark e t reports, over tw o th irds o f the  issue had  to  be tak en  
u p  by g ov ern m en t departm en ts, in  p a r t  because o f th e  concur­
ren t rise in  long -te rm  go v ernm en t security  yields. T h e yield 
o f IV z  p e r  cen t Consols, w h ich  a t the  end of F ebruary  had  
stood at 4.51 p e r  cent, on  M arch  13 reached 4.74 (exceeded 
in  th e  postw ar pe rio d  only by th e  m id-F ebruary  level of 4 .7 5 ) , 
b u t closed a t 4.65 on  M arch  29. T h e  average ten d er rate  fo r 
th ree  m o n th s’ T reasury  bills, w h ich  had  soared to  5.27 p e r  cent 
fo llow ing  the  F eb ru ary  16 d iscount ra te  increase, d ropp ed  to 
5.11 by the  fo u rth  M arch  tender. T h e  la test quarte rly  Analysis 
of A dvances by m em bers of the  B ritish  B ankers’ A ssociation 
shows that, in  the  q u a rte r  en ded  in  m id-F ebruary , advances de­
c lined  by only 20 m illio n  pou nds (as  against a 235 m illion  
decline in  the  p reced in g  th ree  m o n th s ) , p rim arily  because 
increases in  advances to  the  eng in ee rin g  and  o th e r industries 
p a rtly  offset repaym en ts by the  na tionalized  u tilities.

In  Ireland , w h ere the  cen tral bank  discount ra te  was raised 
last D ecem ber, the  au tho rities  in trodu ced  contro ls over m ost 
hire-purchase sales, in  th e  fo rm  of m in im u m  dow npaym ents 
and m ax im um  rep aym en t periods, w ith  com m ercial vehicles 
and  ag ricu ltu ral and  ind u stria l m achinery  the  m ajo r exceptions. 
In  ad dition , in  o rd er to  coun terac t th e  coun try ’s g row ing  
balance-of-paym ents deficit, a special im p o rt levy resu lting  in 
m ost cases in  a 25 p e r  cen t rise in  im p o rt p rices was im posed.

In  Canada, the  in te re st ra te  ce iling  on governm en t-insured  
housing  loans g ran ted  by banks and  insurance com panies was

WEST G E R M A N  INTEREST RATES
(Monthly averages, except discount rate)

Per cent 
7

Sources: Bank deutscher Lander; International Monetary Fund, 
International Financial Statistics.
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raised fro m  5*4 to  5 Vl p e r  cent. T o ta l loans by th e  chartered  
banks on  M arch  7 reached a new  peak, 24  p e r cen t above a 
year earlier. T h e  sh if t in  the  com position  of the  chartered  
banks’ hold ings o f go v ernm en t securities, fro m  long -te rm  bonds 
to  T reasury  bills, con tinued  du rin g  M arch ; th is was presum ably 
in  p rep a ra tio n  fo r th e  co m ing  in to  effect n e x t m o n th  o f second­
ary com m ercial b ank  reserve req u irem en ts  in  the  fo rm  of 
T reasury  bills and  call loans, as agreed u p o n  in form ally  betw een  
the B ank o f C anada and the  chartered  banks. L ong-term  in te r­
est rates edged  u p w ard  once m ore d u ring  the first ha lf  of 
M arch, w h ile  the  th ree  m on th s’ T reasury  b ill ten d er rate  rose 
o n  M arch  16 to  2.62 p e r  cent, the  h igh est level since early 
D ecem ber.

A  series of an ti-in fla tionary  m easures announced  in  A ustralia  
inc luded  ex tensive increases in  in d irec t taxes, such as excise 
an d  custom s duties, b u t d id  n o t en ta il any increases in  personal 
taxes o r add itiona l im p o rt o r cred it restric tions; ex isting  cred it 
restric tions, the  P rim e  M in is te r declared, had  gone as far as 
they 'reason ab ly  co uld”. T h e  new  m easures w ere, how ever, 
accom panied by an over-all increase in  officially contro lled  
in te rest rates. I t  was announced  th a t trad ing -b ank  o verd raft 
rates w ould  be allow ed to  rise from  5 p e r  cen t to  an average 
o f 51/ 2, w ith  a m ax im um  of 6 p e r cent; in te rest rates on  tim e 
deposits  w ill rise by 1 p e r  cent. E arlier in  M arch  the central 
bank  reported ly  had  w ith d raw n  its su p p o rt o f the b on d  m a r­
ket, allow ing the  lo ng -te rm  bond  yield to  rise fro m  AVl to  
5 p e r  cent.

In  N e w  Z ealand, com m ercia l bank  cash reserve requ irem en ts  
against dem and  liab ilities w ere low ered sharply  on  F ebruary  29 
to  7 p e r  cen t fro m  26, w h ile  m in im u m  requ irem en ts against 
tim e deposits w ere reduced  to  3 p e r  cen t from  IV 2. T h e 
R eserve B ank em phasized th a t th is  was an  ad ju stm en t tha t 
was "purely  tem porary”, in  an tic ipa tio n  of th e  p e rio d  w hen 
increased tax  paym en ts norm ally  en tail a substan tia l reduction  
in  the  trad in g  banks’ cash balances w ith  the  cen tral bank. A n 
increase in  the  ratios was understood  to  be co n tem p lated  " in  a 
few  w eeks” in  o rd er to  insure m ain tenance of the  ex isting  d e ­
g ree o f c red it restra in t. T h e  co ntinuance of tigh tness in  the 
m oney and  cap ita l m arkets is ev idenced by the h ig h er rates 
on  tim e deposits p a id  by the trad in g  banks since m id-F ebruary  
(w ith  the  n ew  rates rang in g  fro m  IV 2 to  2 Vl p e r  cen t as 
against the  prev ious %  to  2 p e r  cen t in  force since 1 9 4 1 ) , as 
w ell as by a Vl p e r  cen t increase to  4 %  p e r cen t in  the m ax i­
m u m  in te re st ra te  on  loans to  local au thorities. A ccord ing  to 
an  an nouncem en t by the  F inance M in ister, the  gov ernm en t also 
w ill pay h ig h e r in te rest rates on  som e conversion issues later 
th is year.

F rom  som e of the  countries w ith  less h igh ly  developed 
m on etary  and bank ing  systems, various m easures of m onetary  
policy likew ise have been  rep o rted  since the  b eg in n in g  of 
1956. In  C hile, the  au tho rities  have rein fo rced  the  ex isting  
lim its  on  the expansion in  bank  len d in g  by in trod u c in g  a 
sliding-scale d iscount ra te  s tructure , u n d er w h ich  the  banks 
m ay borrow  a t the  basic AVl p e r  cen t ra te  fro m  the  cen tral

bank  only u p  to  the  equ ivalen t of ha lf th e ir  com bined  cap ital 
and reserves a t the end o f 1955; fo r b o rro w ing  in  excess o f 
th is am ount, the ra te  m ay rise as h ig h  as 9 p e r  cent. In  Ceylon, 
in  view  o f the  h ig h  liq u id ity  of the  econom y, th e  cen tra l 
bank  placed on  the  m arke t its ow n one-year 1*4 pe r cen t and 
tw o-year 1 %  p e r  cen t securities, to  a  to ta l of 10 m illion  
rupees, w h ile  the g ov ernm en t sim ultaneously  floated tw o devel­
o pm en t loans to ta ling  50 m illio n  rupees. In  Ind ia , the  R eserve 
B ank raised the  ra te  on advances to  banks u n d er th e  B ill M a r­
ke t Schem e fro m  3 p e r  cen t to  3*4, effective M arch  1, thus 
na rrow ing  to  Va p e r  cen t the  gap  be tw een  th is ra te  an d  the 
d iscount rate.

Ex c h a n g e  Ra t e s

Sterling  was u n d er considerable pressure d u rin g  M arch  1-6, 
a fte r w h ich  i t  m ade som e recovery b u t failed  to  rega in  the  
h ig h er quo ta tions a t the  m o n th ’s opening . T h e  C anad ian  do l­
lar con tinued  relatively stable in  a ra th e r  q u ie t m arket.

R ates fo r s terling  m oved substan tia lly  low er d u rin g  the  first 
w eek of the m on th , as increased dem and  fo r dollars in  L ondon 
and  ad d itiona l supplies of s te rling  in  N e w  Y o rk  ten ded  to  
p roduce w eakness in  a m ark e t m ade uneasy by N e a r East 
po litica l developm ents. A t the sam e tim e, the  m arke t appeared 
relatively  unaffected  by th e  announced  increase of 61 m illion  
dollars in  B rita in ’s gold  and  dollar reserves d u rin g  February. 
A m erican-account s terling  thus declined fro m  its F ebruary  close 
o f $ 2 .803% 2  to  as low  as $2 .8 0 % 2  on  M arch  6, the  low est 
q u o ta tio n  since last D ecem ber. T ransferab le  sterling , alth ough  
generally  in  b e tte r  dem and, also declined d u rin g  th is period  
b u t only by Vl cen t to  $2.7720.

A fte r  M arch  6, s terling  recovered a considerable p a rt of the 
g ro u n d  lost earlier, w ith  A m erican-account sterling  m ov ing  
as h ig h  as $2 .8 0%  on  M arch  20. C overing  of sho rt 
positions in  the  m ark e t reported ly  accounted fo r the  in itia l 
s tren g then ing  o f rates, fo llow ing  w h ich  the  an nouncem ent of 
B rita in ’s low  trade deficit d u rin g  F ebruary  and fa ir co m m er­
cial dem and for s terling  b ro u g h t added firm ness to  the  rates. 
As the  E aster holiday w eek end  approached, how ever, rates 
again  fell off sharply, w ith  A m erican-account s te rlin g  closing 
a t $ 2 .8 0 x% 2 on M arch  30. T ransferab le  sterling , a f te r  m o v ­
ing  u pw ard  to  $2.78, also declined  a t the  m o n th ’s end to  close 
a t $2.7785. S terling  fo r fo rw ard  delivery  m oved  to  w id er 
d iscounts d u ring  M arch, w ith  relatively  heavy fo rw ard  sales 
carry ing  th ree and six m on th s’ s terling  to  d iscounts of 2 
and  3 13/ i e  cents, respectively. Securities s te rling  rose sharp ly  
d u rin g  the  m on th , w ith  th e  qu o ta tio n  m ov ing  fro m  $ 2 .7 4 %  
to  $2.78.

T h e  C anad ian  do llar rem ained  q u ite  steady th ro u g h o u t m ost 
o f the m o n th , w ith  no  sustained  pressures ev iden t and  w ith  
quo ta tions ran g in g  fro m  $1.00%6 to  $1.00%2* A t the  m o n th ’s 
end, how ever, the  ra te  ten ded  to  w eaken som ew hat as the 
resu lt o f fa ir com m ercial dem and  fo r U n ited  States dollars in  
Canada.
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COMMERCIAL BANKS IN THE MORTGAGE MARKET

A lth o ug h  com m ercial banks have p a rtic ip a ted  in  real estate 
financing fo r m any years, th e ir  activ ities in  th is  field have 
a tta ined  new  im portance  since the  end  o f W o rld  W a r  II. C om ­
m ercial bank  ho ld ings of real estate loans rose fro m  4.8 b illion  
dollars in  1945 to  21.2 b illio n  a t the  end  of 1955. O n  the 
la tte r date, such loans co nstitu ted  10 p e r  cen t of the  to ta l assets 
o f com m ercia l banks and  16 p e r  cen t of the  to ta l m ortgage 
d eb t ou tstand ing . In  addition , com m ercial banks held  several 
h un d red  m illio n  dollars o f unsecured  construc tion  loans, and 
w ere p ro v id in g  ind irec t real estate financing to  the  ex ten t of 
ab ou t 1.2 b illion  dollars advanced to  o th e r  real estate lenders1 
an d  ab ou t 650 m illio n  dollars advanced to  th e  F ederal H o m e 
L oan B anks and the  Federal N a tio n a l M ortgage  A ssociation  
( F N M A ) 2 th ro u g h  the  purchase o f th e ir  securities.

A b o u t th ree  fourths o f the  do lla r vo lum e of com m ercial 
bank  real estate loans ou ts tan d in g  are residential. O nly a sm all 
p ro p o rtio n  (ab o u t 6  p e r  c e n t)  are fa rm  loans, w h ile  the  re ­
m a in in g  18 p e r  cen t are m ostly  loans secured by com m ercial 
structures. T hese p rop o rtio n s  co rrespond  very closely w ith  th e  
com position  o f the  to ta l U n ited  States m ortgage d eb t o u t­
stand in g , and  com m ercial banks consequen tly  h o ld  ab o u t 16 
p e r  cen t o f each o f the  m a in  categories o f m ortgages. W ith in  
th e  residen tia l g roup , how ever, th e re  are  significan t differences. 
T hus, ab ou t 6 p e r  cen t o f all the  residen tia l loans he ld  by 
com m ercia l banks are on  m ultifam ily  p roperties, co m pared  
w ith  11 p e r  cen t in  the  case of all o th e r lenders.3 M oreover, 
52 p e r  cen t o f the  residen tia l m ortgages he ld  by com m ercial 
banks are Federally u n d erw ritten , com pared  w ith  41 p e r  cen t 
of the m ortgages he ld  by o th e r lenders.

R eal estate loans b u lk  m ore  im p o rtan tly  in  th e  portfo lios 
o f country  banks th an  in  th e  po rtfo lio s  of banks located in  
the  larger cities, ow ing  in  the  m a in  to  the  g rea te r relative 
im portance  o f tim e deposits in  country  b ank  liab ilities. A  
sm aller p ro p o rtio n  of the  country  banks* real estate loans is 
Federally  u nd erw ritten  th an  is the  case fo r c ity  banks.

T rends in  Co m m e r c ia l  Ba n k  R e a l  Es t a te  Le n d in g

Since the tu rn  of the  century  the  relative im portance  of com ­
m ercial banks in  the  m ark e t fo r n o n fa rm  residen tia l m ortgages 
has ten ded  to  increase m arkedly. T h e ir  share o f the  to ta l vo l­
um e of such m ortgages ou ts tan d ing  rose fro m  less th a n  6 p e r 
cen t in  1900 to  a h isto rical h ig h  o f 20  p e r  cen t in  1947 and

1 Unsecured construction loans and loans to real estate lenders which 
are either unsecured or secured by the pledge of mortgages owned by the borrower are not classified as real estate loans in bank condi­
tion statements. Secured construction loans (the volume of which is 
not known) and about 300 million dollars of loans purchased from real estate lenders under resale agreement are included in the 21.2 
billion total for bank-held mortgage loans at the end of 1955.

2 The activities of the FNMA were discussed in the December 1955 
issue of the Monthly Review, in an article entitled “FNMA in the Postwar Mortgage Market”.

3 However, commercial banks do a substantial business in the origi­nating of mortgage loans on multifamily structures. Most of these mortgages are subsequently sold.

1948 (see C h art I ) .  By th e  end  of 1955, the p ro p o rtio n  had  
declined to  abou t 16 p e r  cent.

T o  a g rea t ex ten t, the  forces responsib le fo r th is lon g -ru n  
g ro w th  are genera l and  pervasive, affecting the  o the r m a jo r 
types of financial in s titu tio n s  as w ell as com m ercial banks. 
T hus, com m ercial banks, savings and loan associations, m u tu a l 
savings banks, and  life  insurance com panies com bined increased 
th e ir  share o f the to ta l n o n fa rm  residen tia l m ortgage  d eb t fro m  
ab o u t 47  p e r  cen t to  84 p e r  cen t betw een  1896 an d  1954, 
w h ile  the share he ld  by ind iv iduals and  o the r in stitu tion s fell 
co rrespondingly .4 T h e  relatively  rap id  g row th  of com m ercia l 
bank  resources also has been  an  im p o rtan t facto r co n trib u tin g  
to  the increase in  th e ir  share o f m ortgage debt. In  ad d ition , 
com m ercial banks have been  p lac ing  a la rger p ro p o rtio n  o f 
th e ir  to ta l resources in  m ortgages. N o n fa rm  residen tia l m o rt­
gages com prised  7.6 p e r  cen t o f to ta l com m ercial bank  assets 
a t the  end o f 1955, w hereas the  h ighest p rew ar ra tio  was 5.5 
p e r  cent ( in  1 9 3 3 ) . T h is  ra tio  averaged only ab ou t 2 p e r  cen t 
be tw een  1896 and  1924.

T h ere  are several reasons for the  increasing im po rtance  o f 
m ortgages in  com m ercial bank  portfo lios. F irst, the re  has been  
a p rogressive libera liza tion  o f legal restric tions on  real estate 
len d ing  by n a tion a l banks. P rio r  to  1916, these banks w ere 
p ro h ib ited  a lto gether fro m  m ak in g  loans on u rb an  real estate;

4 Capital Formation in Residential Real Estate, Trends and Prospects by L. Grebler, D. Blank, and L. Winnick, forthcoming publication of the Princeton University Press, and Annual Report of the Housing 
and Home Finance Agency, 1954.

Chart I
NONFARM RESIDENTIAL REAL ESTATE LOANS HELD 

BY COMMERCIAL BANKS, 1 8 9 6 - 1 9 5 5
(End of year)

Billions of dollars Billions of dollars

of the Princeton University Press; Board of Governors of the Federal 
Reserve System; Federal Deposit Insurance Corporation; Federal 
Reserve Bank of New York.
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in  tha t year they w ere g ran ted  such au thority  b u t the m axim um  
m a tu rity  allow able was only tw elve m onths. By 1927, na tional 
banks had  acquired  only abou t 900 m illio n  dollars of n o n ­
farm  m ortgages co n stitu tin g  ab o u t 3 p e r cent of th e ir  assets 
(T ab le  I ) . In  contrast, o th e r com m ercial banks, faced generally  
w ith  less restric tive  laws, he ld  4.2 b illion  dollars of non farm  
m ortgages co m prisin g  12 p e r  cent of th e ir  assets.

T he m ax im um  m a tu rity  on conven tional m ortgage loans 
m ade by n a tio na l banks was ex tended  to  five years in  1927 and 
to ten  years in  1935. Each o f these changes encouraged m ore 
active p a rtic ip a tio n  by these banks in  the u rb an  real estate 
m arket. By the  end of 1954, the latest date fo r w h ich  data are 
available, n on fa rm  m ortgages constitu ted  alm ost as large a 
p ro p o rtio n  of to ta l assets fo r na tio nal banks as for o the r com ­
m ercial banks. T h e  m ax im um  m a tu rity  was fu rth e r ex tended 
to tw enty  years in  1955.

A  second facto r w h ich  has induced  com m ercial banks to 
invest a la rger p ro p o rtio n  of th e ir  assets in  m ortgages has 
been the  developm ent of the  Federal H o usin g  A d m in is tra tion  
( F H A )  program , and  la te r the  V eterans A d m in is tra tio n  (V A ) 
p rogram . Federally  u n d erw ritten  loans have been  exem pt from  
restric tions im posed  on  com m ercia l banks w ith  respect to m ax i­
m u m  loan-to-value ra tios and  m ax im um  m atu rities. M oreover, 
the  insured  o r guaran teed  m ortgage is m ore m arke tab le  th an  
the  co nven tional m ortgage, an im p o rta n t consideration  to  com ­
m ercial banks.

T h e  increasing  im po rtan ce  o f m ortgages in  com m ercial bank  
portfo lios m ay also reflect changes in  th e  com position  of th e ir  
o ther assets. G o vernm en t securities have accounted fo r a larger 
p ropo rtio n , and loans (o th e r  th an  real estate lo an s) fo r a 
sm aller p ro p o rtio n , o f to ta l bank  assets in  recen t years than  a t 
any tim e p rio r  to  W o rld  W a r  II. T h e  added liq u id ity  asso­
ciated w ith  th is  sh ift m ay have encouraged banks to  invest 
m ore heavily  in  m ortgages. As ind icated  below , th is  was 
p robably  an  im p o rta n t influence on real estate len d ing  policies 
in  the  early p o s t-W o rld  W a r  II period .

P o s t -W o r ld  W a r  II  M o r tg a g e  L end ing

C om m ercial banks w ere m ore  active in  the  m ortgage  m arke t 
in  the early postw ar p e rio d  th a n  d u rin g  any p rev ious p e rio d  
in  th e ir  h istory. T h e ir  ho ld ings of n on fa rm  m ortgage  deb t

T a b l e  I

N o n f a r m  M o r t g a g e  H o l d i n g s  o f  N a t i o n a l  a n d  O t h e r  C o m m e r c i a l  B a n k s

( D o l l a r  a m o u n t s  i n  b i l l i o n s )

E n d  o f  y e a r

A l l  c o m m e r c ia l  
b a n k s N a t i o n a l  b a n k s

O t h e r  c o m m e r c ia l  
b a n k s

A m o u n t
P e r  c e n t  
o f  a s s e t s

A m o u n t
P e r  c e n t  
o f  a s s e t s

A m o u n t
P e r  c e n t  
o f  a s s e t s

1 9 2 7 ..................... 5 . 1 8 0 . 9 3 4 . 2 1 2

1 9 3 5 ..................... 3 . 0 6 1 . 1 4 1 . 9 8

1 9 4 5 ..................... 4 . 3 3 2 . 0 2 2 . 3 3

1 9 5 4 ..................... 1 7 . 5 9 9 . 4 8 8 . 1 9

S o u r c e s :  A n n u a l  r e p o r t s  o f  t h e  C o m p t r o l l e r  o f  t h e  C u r r e n c y ;  Capital Formation in 
Residential Real Estate, Trends and Prospects b y  L .  G r e b le r ,  D .  B l a n k ,  a n d  
L .  W i n n i c k ,  f o r t h c o m in g  p u b l i c a t i o n  o f  t h e  P r i n c e t o n  U n i v e r s i t y  P r e s s ;  Federal 
Reserve Bulletin.

rose fro m  4.3 b illion  dollars a t the  end of 1945 to  10.0 b illion  
dollars a t the  end of 1948. T h is  5.7 b illio n  dollar increase con­
stitu ted  28 p e r cen t of the  to ta l ne t increase in  such m ortgages 
and raised the com m ercial banks’ share of to ta l n o n fa rm  m o rt­
gages ou ts tan d in g  from  14 p e r  cent to  20 p e r  cen t (T a b le  I I ) .  
C om m ercial banks also accounted fo r ab ou t one fo u rth  of all 
the loans m ade on sm all p roperties  (as  m easured  by m ortgage 
reco rd ings o f $20,000 o r less) in  these years.

T h e  rap id  increase in  com m ercial b ank  m ortgage  po rtfo lios 
du rin g  1946-48 suggests tha t, u n d er som e circum stances, fac­
tors in fluencing  the  co m position  of b ank  assets m ay be a m ore  
im p o rtan t d e te rm in an t o f the  am o un t o f bank  real estate len d ­
in g  th an  changes in  to ta l b ank  resources. C om m ercial b an k  
assets declined by 5.6 b illio n  dollars in  th is period , w h ile  th e  
com bined  assets of insurance com panies, m u tu a l savings banks, 
and  savings and loan associations increased by 18.5 b illio n  do l­
lars. N evertheless, there  w ere po w erfu l forces ten d in g  to  en ­
courage increased real estate in vestm en t by com m ercia l banks.

F irst, a lth o ug h  to ta l com m ercial ban k  deposits fell by 7.4 
b illion  dollars be tw een  D ecem ber 31, 1945 and D ecem ber 31, 
1948, tim e deposits (o f  indiv iduals, partnersh ip s, and co rpo ra­
tio n s)  rose by 5.1 b illio n  dollars. A lth ou gh  banks usually do 
n o t segregate th e ir  in vestm en t o f funds on the  basis of the  
sources fro m  w hich  these funds are derived, they ten d  to  be 
influenced by the  general p rin c ip le  th a t i t  is m ore  ap p ro p ria te  
to  m ake real estate loans w ith  funds ob ta ined  fro m  tim e  
deposits th an  w ith  funds ob ta ined  fro m  dem and deposits.5

Second, a t the  end of 1945 com m ercial banks held  over 90  
b illion  dollars of U n ited  States G o v ern m en t obligations, con­
s titu tin g  alm ost th ree  fou rths of th e ir  ea rn ing  assets. In  v iew

5 Under the laws relating to national banks, real estate loans are limited to 60 per cent of the time deposits of a bank, or 100 per cent of capital and unimpaired surplus, whichever is larger.

T a b l e  I I

N o n f a r m  M o r t g a g e  R e c o r d i n g s  a n d  N e t  I n c r e a s e s  i n  N o n f a r m  
M o r t g a g e  D e b t  f o r  C o m m e r c i a l  B a n k s  a n d  A l l  L e n d e r s

( D o l l a r  a m o u n t s  i n  b i l l i o n s )

M o r t g a g e  r e c o r d i n g s *
N e t  in c r e a s e  i n  n o n f a r m  

m o r t g a g e  d e b t

Y e a r
A l l

C o m m e r c i a l  b a n k s
A l l  i n ­

C o m m e r c i a l  b a n k s

le n d e r s
A m o u n t P e r  c e n t  

o f  t o t a l

v e s t o r s
A m o u n t P e r  c e n t  

o f  t o t a l

1 9 4 6 ..................... 1 0 . 6 2 . 7 2 6 6 . 1 2 . 3 3 8
1 9 4 7 ..................... 1 1 . 7 3 . 0 2 6 7 . 0 2 . 1 3 0
1 9 4 8 ..................... 1 1 . 9 2 . 7 2 3 7 . 0 1 . 4 2 0

A n n u a l  a v e r a g e .  
1 9 4 6 - 4 8 _____ 1 1 . 4 2 . 8 2 5 6 . 7 1 . 9 2 8

1 9 4 9 ..................... 1 1 . 8 2 . 4 2 0 6 . 2 0 . 7 1 1
1 9 5 0 ..................... 1 6 . 2 3 . 4 2 1 9 . 6 2 . 0 2 1
1 9 5 1 ..................... 1 6 . 4 3 . 4 2 1 8 . 9 1 . 0 1 1

1 9 5 2 ..................... 1 8 . 0 3 . 6 2 0 8 . 4 1 . 1 1 3
1 9 5 3 ..................... 1 9 . 7 3 . 7 1 9 9 . 4 1 . 0 1 1
1 9 5 4 ..................... 2 3 . 0 4 . 2 1 8 1 2 . 0 1 . 6 1 3
1 9 5 5 ..................... 2 8 . 5 5 . 6 2 0 1 5 . 7 2 . 4 1 5

A n n u a l  a v e r a g e .  
1 9 4 9 - 5 5 _____ 1 9 . 1 3 . 8 2 0 1 0 . 0 1 . 4 1 4

*  L im i t e d  t o  r e c o r d i n g s  o f  $ 2 0 , 0 0 0  o r  le s s .  

S o u r c e :  Federal Reserve Bulletin.
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of the policy w hich  p reva iled  a t th a t tim e  of su p p o rtin g  th e  
prices of G o v ern m en t securities, com m ercial banks p robably  
fe lt they had  a superflu ity  of liq u id ity  and  th a t they could safely 
acquire less liq u id  m ortgages.

T h ird , fro m  the  p o in t of v iew  o f yield, m ortgages w ere a 
relatively attrac tive  investm ent. W h ereas  th e  longest-term  
G o vernm en t bonds yielded less th an  2 l/z p e r  cent, the  in te r­
est ra te  on  Federally  u n d erw ritten  m ortgages was 4  to  AVz 
p er cent.6

T h e  m ajo r read ju stm en t in  com m ercial banks’ po rtfo lios 
seem s to  have been  largely com pleted  by the  end  of 1948. A t 
th a t tim e m any banks probab ly  had  reached th e ir  im m ediate  
goals fo r m ortgage  hold ings. M oreover, w ith  bo n d  yields h av ­
ing  risen  m oderately  fro m  th e ir  1946 lows, the  yield advantage 
o f  m ortgages h ad  been  reduced. In  1948 th e  ra te  of increase 
in  com m ercial bank  m ortgage ho ld ings declined substantially . 
L iqu ida tion  of G o v ernm en t securities (w h ic h  reduced hold ings 
b y  alm ost one th ird  in  the  th ree  years) cam e to  a t least a tem ­
porary  h a lt by early 1949.

D u rin g  the  p e rio d  1949-55, the  g ro w th  in  com m ercial bank  
ho ld ings of m ortgages continued , b u t the  increase accounted 
for only 14 pe r cen t of the  to ta l increase in  n on fa rm  m ortgage 
deb t, co m pared  w ith  28 p e r  cen t d u rin g  1946-48. T h e ir  share 
o f  m ortg age  reco rd ings in  th is pe rio d  was 20 p e r  cent, com ­
pared  w ith  25 p e r  cen t in  the  early postw ar period . T h e  
sm aller decline in  the  banks’ share of to ta l m ortgage reco rd ­
ings th an  in  th e ir  share of n e t d eb t increase suggests a sh ift 
in  em phasis fro m  p e rm an en t to  tem porary  financing. S ho rt­
term  co nstruc tion  loans p robably  co nstitu ted  a larger p ro p o r­
tio n  of bank  real estate loans in  the  1949-55 period , as loans 
o n  new ly constructed  dw ellings increased in  im po rtance  relative 
to  loans on ex isting  properties. I t  is also likely th a t sales of 
real estate loans by banks w ere m ore  im p o rta n t th an  before. 
F or exam ple, F H A  records show  th a t banks w ere n e t purchasers 
o f F H A  m ortgages in  1946 and 1947 and  n e t sellers in  every 
subsequen t year. F inally, as described below , "w arehousing” 
loans to  real estate lenders cam e in to  p rom in ence in  1954 
and 1955.

A lth ough  the  tendency d u rin g  the  years 1949-55 was for 
com m ercial banks to  absorb a declin ing  share of the increase 
in  to ta l m ortgage d eb t ou tstanding , the  share of the  banks 
varied  considerably  fro m  year to  year. A fte r  falling  to  11 per 
cen t in  1949, th is  share rose to  21 p e r  cen t in  the boom  year 
o f 1950 and  th en  fell again  in  subsequen t years. H ow ever, in  
1955 the  n e t increase in  com m ercial b ank  n o n fa rm  m ortgage 
hold ings was 2.4 b illion  dollars, w h ich  was m ore  th an  in  any 
previous year; th is co nstitu ted  15 p e r  cen t of the  to ta l ne t 
increase, o r the h igh est p ro p o rtio n  since 1950.

Quarterly data on holdings of nonfarm mortgage debt 
(available since 1949) indicate that changes in the holdings

6 These were the maximum allowable rates which in most cases are also the actual rates. To make these rates comparable to bond yields, 
servicing and other costs must be deducted. A common rule of thumb used in the trade is that such costs amount to about 80 basis-points.

of com m ercial banks have fluctuated  m ore  th an  changes in  the 
ho ld ings of o th e r m o rtgag e lenders (C h a rt I I ) .  I t  is likely th a t 
because of th e ir  liq u id ity  requ irem en ts the  m ortgage invest­
m en t goals of com m ercial banks sh ift m ore  m arkedly  and m ore 
quickly  than  those of "savings” institu tion s. C om m ercial banks 
m ay also act as a residual source of m ortgage financing, w ith  
th e ir  hold ings ten d in g  to  increase m ost rap id ly  w h en  the  
dem and fo r m ortgage  funds exceeds th e  capacity  o f savings 
institu tions.

M o r tg a g e  W a r e h o u s in g  in  1954 a n d  1955
T ow ard  the end o f 1954 and  early 1955, th e re  w ere reports  

th a t com m ercial banks w ere channe ling  an  unusually  large 
volum e of sh o rt-te rm  cred it in to  th e  m ortgage m ark e t in  the 
fo rm  of loans to  real estate lenders. Special surveys u n d er­
tak en  by the  B oard  o f G o vernors o f th e  F ederal R eserve System 
ind ica ted  th a t a m arked  ex pansion  of such len d ing  had  indeed 
taken  place. F rom  a to ta l o f ab o u t 600  m illion  dollars in  
A ugust 1954, th e  vo lum e o f such loans a t w eekly rep o rtin g  
m em b er banks had  risen  to  1,600 m illion  by N o v em b er 1955. 
In  the  fo llow ing  m o n ths th e  vo lum e declined som ew hat, fa ll­
in g  to  abou t 1,400 m illio n  in  February  of th is year.

W areh o u sin g  loans can be d iv ided  in to  th ree  general types. 
T h e  first type is th e  "com m itted -in te rim ” w arehousing  loan 
w h ich  banks have b een  m ak ing  fo r m any years. Such a loan 
is m ade to  a m ortgage  o r real estate com pany hav ing  lim ited  
resources. Its  p u rp o se  is to  p ro v id e  financing fo r the  lender 
be tw een  the  tim e he  m ust m ake paym en t to  the  b u ild er ( fo r  
the  account o f hom e purch asers) and the  tim e he can deliver

Chart II
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co m pleted  m ortgages to a final investo r w ho had  previously  
co ntracted  to  purchase them . T h e  d u ra tio n  of such a loan is 
l im ited  to  the p e riod  w h ich  the  real estate lender needs to  
com plete  the  legal and  adm in istra tive  details in c iden t to the 
p rep a ra tio n  of a co m plete  m ortgage  "package”— generally  n o t 
m ore  th an  six m onths. T h e  p rov isio n  of sh o rt-term  cred it 
o f this type facilita tes an  efficient d iv ision  of functions be tw een  
the real estate com pany an d  the  savings in s titu tio n . Since the  
take-ou t co m m itm en t by the  savings in s titu tio n  assures th a t 
long -te rm  funds have been  earm arked  fo r the transaction , there  
is no  expansion  of m ortg age  investm en t by th is in s titu tio n  
beyond the lim its  im posed by its cu rren tly  available funds. 
Loans o f th is type p robably  d id  n o t account fo r a very large 
p ro p o rtio n  o f the  to ta l increase in  w arehousing  loans in  1955.

A  second type of w arehousing  loan— the "unco m m itted - 
in te rim ” loan— is iden tical to  the  first type except th a t no  
tak e-ou t co m m itm en t from  a pe rm an en t investo r exists a t the 
tim e th e  loan  is m ade. D u rin g  period s of m arke t uncerta in ty , 
w hen  investors becom e u n w illin g  to  m ake fo rw ard  co m m it­
m en ts  except a t prices substan tia lly  be low  the p rev a iling  price  
on m ortgages for im m ed ia te  delivery, sho rt-term  cred it o f th is 
sort m ay p rov id e  added  co n tin u ity  to  the  m arket. In  the 
absence of a take-out com m itm en t, banks seek to  p ro tec t th em ­
selves by lim itin g  advances to  an am o un t less th a n  the m ark e t 
value o f com parab le  m ortgages available fo r im m ediate  d e­
livery. H ow ever, len d in g  of th is type involves the  possib ility  
tha t, due to  m iscalcu lation  or to  a sudden  w eaken ing  in  the  
m arke t, banks w ill suddenly  find them selves ho ld in g  m ore 
m ortgages th an  they w ish.

A  th ird  type of w arehousing  loan, w h ich  first cam e in to  
prom inence in  late 1954 and  1955 as a resu lt of several large 
ind iv idual transactions, can be called "com m itted -in s titu tio na l” 
w arehousing. Such loans are m ade d irectly  to  large in s titu ­
tio na l investors ra th e r th a n  to  real estate o r m ortgage  com -

MONETARY POLICY

D u rin g  recen t years there  has been  a g row ing  aw areness in  
m ost L atin  A m erican  countries of the  im po rtance and  u sefu l­
ness o f m on etary  policy in  p ro m o tin g  in te rna l and  ex ternal 
s tab ility  as w ell as balanced and  orderly  econom ic develop­
m ent. W ith  these as the  p rinc ip a l aim s, no  few er th an  n ine  of 
th e  tw en ty  L atin  A m erican  repub lics since 1945 have e ith er 
established new  central banks o r tho rou gh ly  reorganized th e ir 
ex isting  ones.1 A t the sam e tim e, the  L atin  A m erican  m onetary  
au thorities  have m ade increasing  and m ore flexible use of the 
available cred it-con tro l in strum en ts. In  addition , m any of the 
countries have taken  steps to  overcom e certa in  in stitu tio n al 
and  econom ic obstacles th a t have long  im peded  the effective 
ap p lica tion  of m onetary  policy.

1 These countries are Chile, Colombia, Costa Rica, Cuba, the 
Dominican Republic, Ecuador, Guatemala, Honduras, and Paraguay.

panies an d  are designed to  augm en t tem po rarily  th e  in s ti­
tu tion s custom ary sources o f funds. T h e  g row th  of th is  type 
of w arehousing  in  1955 p e rm itted  investors to  m ake m o rt­
gage loans exceed ing th e ir  cu rren t ne t accrual of funds by 
an tic ip a tin g  th e ir  fu tu re  inflow  of funds. T h e  d u ra tio n  o f such 
loans is n o t lim ited  to  the  p e rio d  req u ired  to  com plete a 
"technical” process as is custom ary in  the  case of in te rim  loans 
to  real estate o r m ortgage com panies. T ypical transactions have  
involved m a tu rities  o f tw elve o r e ig h teen  m onths, w ith  th e  
bo rrow er h av ing  the o p tio n  o f pay ing  sooner. Such loans 
thus involve a lo ng er-te rm  ex tension  o f com m ercial bank  
cred it th an  th e  "com m itted -in te rim ” type of w arehousing  
arrangem ent.

Su m m a r y

A lth o u g h  real estate loans co nstitu te  a relatively  sm all p ro ­
p o rtio n  o f the  to ta l assets o f com m ercia l banks, th is p ro p o rtio n  
has b een  ten d in g  u p w ard  fo r m any  years in  response to  m ore 
libera l leg isla tion  p e rta in in g  to  ban k  real estate lend ing , to  
th e  develop m ent of the  F H A  and  V A  p rogram s, an d  to  sh ifts 
in  th e  com position  o f th e  banks' o th e r  assets. T h e  volum e o f 
bank  real estate len d ing  reached new  h ighs in  the  p o st-W o rld  
W a r  II period . T h e  share of to ta l ou ts tan d in g  m ortgages held  
by com m ercial banks was a t a peak  in  the  years 1946-48, w hen  
banks appeared  to  be m ak in g  a m a jo r ad justm en t in  th e ir  
portfo lios. A lth o ug h  the  banks' share has declined som ew hat 
since then , it is still considerably  h ig h e r th an  a t any tim e p r io r  
to  1946. T h ere  has also been  som e tendency since the  early  
postw ar years fo r tem porary  real estate financing by banks 
to  increase in  im po rtance  re la tiv e  to  p e rm an en t financing. T h is  
sh ift was especially no ticeab le in  late 1954 an d  1955, w h en  
banks channeled  an  increased vo lum e of funds in to  the 
m ortgage  m ark e t in  the  fo rm  o f w arehousing  loans to  o th e r  
real estate lenders.

IN LATIN AMERICA

E co n om ic  a n d  F in a n c ia l  S e tt in g  

P erhaps the m ost im p o rta n t of these obstacles has been  the 
general lack o f o rgan ized  and  in teg ra ted  m oney and  capital 
m arkets. In  m any o f th e  countries, low  personal incom es have  
severely restric ted  th e  volum e of savings and  investm en t; 
m oreover, such inv estm en t as has taken  place has in  large p a rt 
gone in to  real estate and  inven to ry  hold ings, w h ile  investo r 
in te rest in  co rporate  and  go v ernm en t securities has rem ained  
lim ited . C om m ercial banks have in  m any cases concen tra ted  on 
th e  short-term  financing of fo re ign  trade  transactions, an d  have 
o ften  ten ded  to  re fra in  fro m  m ak ing  loans and investm ents in  
the  dom estic sector o f the  econom y. M oreover, in  m any co un­
tries large sections of the  p o p u la tio n  have rem ained  ou tside 
the  m ark e t econom y, an d  con tinue  to  be u n fam ilia r w ith  b a n k ­
in g  practices an d  facilities. F o r these and  o th e r reasons, the
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scope fo r influencing the cost and availab ility  of cred it by 
m eans o f the  trad itio n a l cen tra l b an k in g  techniques, notably  
o pen  m ark e t and d iscount opera tions, has been  lim ited .

In  recen t years, how ever, significan t p rogress has been  m ade 
in  m any of the countries in  estab lish ing  and  expand ing  special­
ized ag ricu ltu ral and indu stria l c red it in stitu tion s to  m eet the  
cred it needs o f the dom estic sector o f the  econom y and to  
bridge  the  gap  be tw een  the  less developed p a rts  o f the  econ­
om ies and th e  m onetary  and bank ing  systems. Sim ultaneously, 
efforts are be in g  m ade in  som e of the  co untries to  develop a 
m ark e t in  gov ernm en t securities. T h e  ro le of in stitu tion al 
in te rm ed iaries  betw een  savers and  borrow ers— social security 
funds, develop m ent corporations, insurance com panies, and the 
like— has been  streng thened  legislatively as w ell as by an 
increased flow o f savings. T h e  com m ercial banks, w ith  the  
g ro w th  o f dom estic en terprise  an d  p rodu ction , have com e to  
take a m o re  active in te rest in  local industry  and  com m erce—  
an  in te rest th a t in  m ost cases has been  strongly  encouraged by 
th e  au thorities. As a resu lt of all these developm ents, the finan­
cial s tructures o f a num b er of countries have becom e som ew hat 
m ore  responsive to  the  influence of the  m on etary  au thorities.

T h e  effective app lica tion  of m on etary  policy in  L atin  
A m erica has been  ham pered  in  the  past also by th e  frequen t 
recourse of m any governm ents to  cen tral b ank  credit. D esirous 
of speed ing  u p  econom ic developm ent, governm en ts have 
ten ded  to  superim pose extensive inv estm en t p rogram s on the 
o rd inary  budget. H ow ever, the to ta l o f the  resu lting  ex p en d i­
tu res has frequen tly  exceeded the  relatively lim ited  funds th a t 
could be ob ta ined  fro m  taxes, bo rrow ings fro m  the public, and 
o the r non infla tionary  sources. T h e  gov ernm ents have th e re ­
fore tended  to  rely heavily  on cen tral b ank  c red it to  cover 
budgetary  deficits, an d  th is in  m any cases has seriously im ­
pa ired  the ab ility  o f the  m onetary  au thorities  to  co ntro l the 
supply  of m oney an d  credit.

Recently , how ever, there  has been an  increased aw areness 
in  m any L atin  A m erican  countries of th e  h ig h  econom ic 
and  social costs of inflation. In  p articu lar, i t  is be in g  rea l­
ized th a t un d er conditions o f reasonable m onetary  stability  
it is far easier to  increase the  available resources for econom ic 
develop m en t and to  channel them  in to  the  pro jec ts m ost 
essential for p ro m o tin g  the g ro w th  of real incom es th an  w hen  
in fla tio n  prevails. I t  has becom e ev ident, fo r exam ple, th a t the 
developm ent of a gov ern m en t securities m a rke t depends on 
th e  rem oval of the th rea t of constan t cap ita l depreciation , and 
also th a t fo reign  cap ital can be fa r m ore  read ily  a ttrac ted  w hen  
in fla tion  and  its by-products such as exchange restric tions and 
devaluation  are avoided. Increasing  efforts are thus be ing  m ade 
to  restric t the  inflationary  financing o f develop m en t projects.

T h e  dependence of m ost L atin  A m erican  countries on  the 
ex p o rt of a few  p rim ary  com m odities fo r the bu lk  of th e ir  
exchange earn ings, as w ell as fo r a substan tia l p a rt of th e ir  
na tional incom e, has also tended  to  lim it the  scope o f m onetary  
policy. W id e  sw ings in  the volum e an d  value of such exports 
have exposed these countries to  co rrespondingly  w ide varia tions

in  th e ir  exchange earn ings and  th e ir  in te rn a tio na l reserves; the 
resu lting  varia tions in  the  m oney supply  have been difficult fo r 
the  m onetary  au thorities  to  contro l. W h ile  som e o f the co u n ­
tries have succeeded on  occasion in  restra in ing  the  in flationary  
influences aris ing  fro m  ex p o rt boom s, they have generally  
found  i t  very difficult to  stim u late  business activ ity  th roug h  
m onetary  m easures du rin g  ex port recessions, especially since an  
ex pansion of dom estic c red it has usually led to  serious drains on  
th e ir  in te rna tion a l reserves. T h us m any L atin  A m erican  co un­
tries d u rin g  th e  1930’s and  early 1940’s cam e to  place g rea ter 
reliance on  exchange and  trade policies th an  on  cred it-con tro l 
m easures, since th e  fo rm er appeared  to  offer a som ew hat b e tte r 
chance o f m itig a tin g  th e  dom estic im pact o f ab ru p t changes 
in  ex po rt earn ings.

M ore recently, how ever, w orld  m ark e t co nditions have by 
an d  large been advantageous for L atin  A m erica. D u rin g  the 
past few  years the dem and  for such im p o rta n t L atin  A m erican 
m inera l and  ag ricu ltu ra l ex p o rt p rodu cts  as copper, lead, zinc, 
iro n  ore, pe tro leum , and  bananas has rem ained  h igh , and  prices 
have been  relatively  favorable because o f the h ig h  level of bu si­
ness activ ity  and  consum er incom es in  the  U n ited  States and 
the o the r p rin cip al ex p o rt m arkets. A lth ou gh  the dem and for 
o the r lead ing  ex po rt p rod u cts  such as coffee and cocoa has 
con tinued  to  fluctuate m ore w idely, th e ir  prices in  m ost cases 
have rem ained  favorable by any earlie r standards, exception  
be ing  m ade fo r th e  com m odity  boom  th a t follow ed th e  
K o rean  outb reak. T h e  com plications fo r m onetary  policy aris­
in g  from  m ajo r ex ternally  induced  sw ings in  the  balance of 
paym ents have th e re fo re  n o t been  so g rea t as in  earlie r years, 
and  the m on etary  au thorities  have been b e tte r  able to  m ake 
th e ir  policies effective.

C o m m e r c ia l  Ba n k  R eserve R e q u ir e m e n t s

A lth o ug h  L atin  A m erican  cen tral bank  leg islation , as already 
no ted , has undergone ex tensive changes since 1945, m any of 
th e  countries even earlie r had  fro m  tim e to  tim e revised  the 
sta tu to ry  pow ers o f th e ir  cen tra l banks in  a co ntinuous search 
fo r the cred it-con tro l in strum en ts  m ost adaptab le  to  the  re la­
tively  undeveloped  financial s tru c tu re  of th e ir  econom ies. Since 
such revisions have usually  tak en  the fo rm  of ad d ing  new  
pow ers to  the  ex isting  ones, m ost L atin  A m erican  cen tral banks 
now  have au th o rity  to  apply  instrum en ts  o f cred it co n tro l equal 
or even superio r in  varie ty  and  flexibility  to  those available 
in  m ost o ther regions of the  w orld . V irtua lly  all of these v a ri­
ous contro ls have a t one tim e  o r an o ther actually  b een  em ­
ployed in  som e L atin  A m erican  country. H ow ever, in  recen t 
years there has been  a d is tin c t tren d  tow ard u sing  com m ercial 
bank  reserve requ irem en ts  and  cen tral bank  d iscount policies 
as th e  m a jo r in strum en ts  of general cred it con tro l.2

2 There are three Latin American republics— Brazil, Haiti, and 
Panama— that have officially controlled credit institutions exercising certain central banking functions, but which operate principally as
commercial banks. References made in this article to the Brazilian monetary authorities should be understood as applying mainly to the 
Superintendency of Money and Credit, an agency that exercises most of the regulatory functions of a central bank in Brazil.
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M ost L atin  A m erican  countries requ ire  com m ercial banks to 

hold  am ounts equal to  specified percentages of th e ir  dem and 
and tim e deposits as cash reserves w ith  the  cen tra l bank .3 A t 
one tim e th is req u irem en t h ad  served p rincip ally  to  p ro tec t 
bank depositors; b u t no w  th e  m a in  em phasis in  m ost of the 
countries is be ing  p laced  on  th e  use of cash reserve req u ire ­
m ents as a m onetary  policy  in s tru m en t designed to influence 
the availability  of bank  cred it. M ore particularly , m ost Latin 
A m erican  cen tral banks now  have the au thority  (som etim es 
shared w ith  the  g ov ernm en t or such agencies as su p e rin ten d en ­
cies of b an ks) to  vary reserve requ irem en ts  w ith in  fairly  w ide 
lim its. In  C olom bia, fo r exam ple, the  cash reserve req u ire ­
m ents against dem and deposits m ay be varied  be tw een  10 and 
30 p e r  cent, and  in  C uba be tw een  12 l/i and 40  p e r cent.

T h e  au thorities  of m any co untries— inc lud ing  Brazil, C olom ­
bia, Ecuador, M exico, P eru , and  som e countries in  C entral 
A m erica— also have the  p ow er to  im pose supp lem en tary  re ­
serve requ irem en ts  ag ainst the  increases in  deposits th a t take 
place a fte r a g iven  date. Such supplem entary  requ irem ents, 
w h ich  in  som e cases m ay be set as h ig h  as 100 p e r  cent, p ro ­
vide a way for dealing  w ith  som e of the p rob lem s th a t w ould 
arise if  cash reserve req u irem en ts  against to ta l deposits w ere 
increased in  cases w h ere excess reserves in  the  ban k in g  system  
are d is trib u ted  uneven ly  am ong  the  ind iv idual com m ercial 
banks— a freq u en t occurrence in  m any L atin  A m erican  co un­
tries. O n the  o the r hand , if  th e  supplem entary  requ irem en ts  
rem ain  in  force fo r som e tim e, they ten d  to  penalize new  and 
g row ing  com m ercial banks, especially since they usually  have 
to  be fairly  h ig h  in  o rd e r to  ex ert any real restra in t.

In  recen t years, varia tions in  cash reserve requ irem en ts  have 
been em ployed w ith  pa rticu la r frequency in  C olom bia, M exico, 
and P eru  and, to  som e ex ten t, also in  B olivia, B razil, and 
H onduras. B etw een early  1954 and  late  1955, fo r exam ple, 
the C o lom bian  au tho rities  once raised and  once low ered the 
cash reserve req u irem en ts  of com m ercial banks, w h ile  ch ang­
ing  supp lem en tary  reserve requ irem en ts  a to ta l of five tim es. 
In  Peru , supp lem en tary  requ irem en ts  w ere once eased and 
once tig h ten ed  d u rin g  1955. In  m any of these instances, 
considerations re la tin g  to  th e  co untry’s balance o f paym ents 
played an  im p o rta n t p a rt in  the decision to  change the  
reserve requirem ents. T hus, the  increases in  reserve req u ire ­
m ents in  C olom bia d u rin g  1954 served m ainly  to  offset 
the expansionary  effects on  th e  m oney supply  and b ank  re ­
serves of the  inflow  o f fo re ign  exchange resu lting  fro m  the 
h ig h  earn ings fro m  coffee exports in  th a t year. W h e n  the 
ex port boom  late r subsided, reserve requ irem en ts  w ere ad justed  
dow nw ard , b u t w ere tig h ten ed  again  for a n u m b er of m on ths 
in  1955 w h en  large cred it-financed im po rts  led  to  a decline 
in  in te rna tio na l reserves. T h e  recen t tig h te n in g  in  P eruv ian  
reserve requ irem en ts likew ise was u nd ertak en  w h en  in fla tion ­
ary pressures, o rig in a tin g  m ain ly  fro m  dom estic c red it expan-

3 See also "Commercial Bank Reserve Requirements Abroad", 
Monthly Review, October 1955.

sion, th rea ten ed  to  endang er the coun try ’s balance-of-paym ents 
stability , w h ich  had  only recently  been  resto red .4

T h e  case of M exico, how ever, is som ew hat d ifferent. In  
th a t country, the requ ired  reserves have for som e years con­
sisted n o t only of cash b u t also of go v ernm en t securities and 
specified types of loans. H ere , reserve requ irem en ts  have 
becom e, a t least in  p a rt, a tool of selective cred it contro l, 
a im ed at influencing the  d irec tion  ra th e r th an  the q uan tity  of 
bank  credit. N evertheless, the  p ro p o rtio n  of the  requ ired  re ­
serves th a t m ust be in  cash co ntinues to  be a ltered  fro m  tim e 
to  tim e; fu rtherm ore , reserve-elig ib le securities have a t tim es 
been available only a t th e  cen tra l bank. T h e  M exican  reserve 
requ irem en ts  have thus had  q u an tita tiv e  as w ell as selective 
effects on  bank  lending.

D is c o u n t  P o l ic y
T h e rise in  the im po rtance  of d iscoun t policy— the second 

m ajo r tool of m onetary  policy in  L atin  A m erica— is a re la­
tively recen t developm ent. T h e  p o w er to  ex tend  cred it to  com ­
m ercial banks against various types o f elig ib le  p a p e r a t rates 
specified by the  m onetary  au th o rities  had, o f course, long  been 
incorporated  in  the  statu tes of m any of the  cen tral banks. T his  
pow er has been  greatly w id ened  in  a n u m b er of the  countries 
in  recen t years, especially as regards th e  classes and m atu rities  
of the p a p er elig ib le fo r d iscou n t o r as collateral against ad ­
vances. Several of the  cen tra l banks— for exam ple, those of 
G u atem ala and H o n d u ras— m ay n ow  accept fo r discount, or 
as co llateral against advances, any bills o f exchange, accep t­
ances, prom issory  notes, o r o th e r docum ents, all w ith  m a tu rities  
of u p  to one year. Such p a p e r  m ay be based on a w id e variety  
of transactions, inc lu d ing  ag ricu ltu ra l and  in d u stria l p rod u c­
tion, exports and im po rts , and  the  storage o f com m odities. 
T hese pow ers, how ever, also have o ften  rem ained  unused  fo r 
long  periods, in  large p a r t  because the  com m ercia l banks fre ­
quen tly  considered indebtedness to  the  m on etary  au tho rities  
as undesirable, and  have there fo re  opera ted  w ith  excess reserves 
so am ple as to  m ake recourse to  th e  cen tra l b ank  unnecessary 
except in  ex trao rd inary  circum stances. In  th e  v irtu a l absence 
of d iscount opera tions, the  cen tral banks have experienced  
g rea t difficulties in  in fluencing  the  cost of c red it th ro u g h  d is­
coun t rate  varia tions.

T hese lim ita tio ns on  the  effectiveness of d iscou nt policy  are 
gradually  be in g  overcom e in  m any countries. In  som e o f the  
countries, the  m onetary  au thorities  have been  b ro u g h t in to  
closer contact w ith  the  c red it m arkets th ro u g h  the  estab lish ­
m en t of com m ercial b an k in g  departm en ts  w ith in  the  cen tra l 
banks. C entral bank  len d in g  to  the  pub lic  rem ains of con­
siderable im portance in  a  nu m b er of countries, no tab ly  B olivia, 
Ecuador, N icaragua , an d  U ruguay . In  recent years, how ever, 
a m ore im p o rta n t fac to r in  increasing  the  effectiveness o f d is­
co un t policy has been  th e  gradu al w eaken ing  of th e  com m ercia l

4 For a review of Peru’s earlier policies to deal with balance-of- 
payments difficulties, see “Economic Stabilization in Peru”, Monthly 
Review, March 1955.
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bank  trad itio n  against red iscounting . T h is  facto r seem s to  have 
becom e particu larly  significan t in  B razil an d  C olom bia, b u t the  
tendency is also sp read ing  to  o the r countries, inc lud ing  sev­
eral o f the  C en tra l A m erican  republics. M any of the  L atin  
A m erican  central banks are also able to  influence general m o n e­
tary co nditions by vary ing  th e  vo lum e of th e ir  c red it to  offi­
cially contro lled  c red it in s titu tion s  such as ag ricu ltu ra l and 
industria l developm ent banks. T h e  loans of such institu tion s 
n ow  constitu te  a substan tia l p ro p o rtio n  of to ta l ban k  len d ing  
in  a n u m b er o f countries, inc lud ing  Ecuador, G uatem ala, 
M exico, Paraguay, and  Peru . I t  m ay be no ted , how ever, th a t 
several of the  cen tral banks have frequen tly  fou nd  it  difficult 
to  res tric t th e ir  loans to  these in stitu tion s a t tim es w h en  such 
res tra in t appeared  to  be called fo r in  the  broader in terests of 
m onetary  stability .

M ost L atin  A m erican  cen tral banks still vary only in fre ­
q uen tly  the  rates a t w h ich  they g ran t d iscounts and  advances, 
an d  rely ra th e r on  regu la tin g  th e  qu an tity  of cen tral b ank  
cred it available to  borrow ers, e ith er in  the  aggregate  o r in d i­
v idually. N evertheless, d iscount ra te  changes, com bined  w ith  
o the r ap p ro p ria te  m easures, seem  on  occasion to  have proved  
a  usefu l tool. F or exam ple, the  B razilian  au thorities  du rin g
1954 raised the  p rin c ip a l d iscount rates to  8 and 10 p e r  cen t 
fro m  a p rev ious single ra te  o f 6 p e r  cent; these increases, 
to g e th er w ith  restric tions on the  rediscounts available to  the 
in d iv id ual banks and  th e  im p o sitio n  o f supp lem en tary  cash 
reserve requirem ents , apparen tly  w ere of considerable he lp  in  
slow ing  dow n th e  pace o f c red it expansion  d u rin g  late 1954 
and the  first ha lf o f 1955. M any o f the  L atin  A m erican  cen­
tra l banks quo te  a scale o f d iscount rates ra th e r th an  a single 
rate, w ith  the  p refe ren tia l rates serv ing  as a m eans o f red irec t­
in g  bank  c red it tow ard  the  sectors o f the  econom y regarded  
as co n trib u tin g  m ost to  econom ic developm ent, b u t these rates 
likew ise have been  changed only in frequen tly .

O t h e r  G e n e r a l  Cr ed it  Co n t r o l s
U n like  reserve requ irem en ts and d iscount policy, open  m a r­

k e t operations are n o t ye t an established in s tru m en t of m on e­
tary  policy  in  L atin  A m erica. G o vern m en t securities— the 
p refe rred  m ed iu m  fo r such opera tions— still have only a narrow  
m ark e t am ong L atin  A m erican  investors (in c lu d in g  the  com ­
m ercial b a n k s ) , and  i t  is generally  realized in  L atin  A m erica 
th a t a b road en ing  o f th a t m arke t m ust precede the  effective 
use o f open  m arke t opera tions. T o  accom plish such a b ro ad ­
en ing, several countries— am ong others th e  D om in ican  R ep u b ­
lic, Ecuador, G uatem ala, and  H o nd uras— have established 
special securities-stab iliza tion  funds, to  be adm in istered  by th e  
cen tral banks and  used fo r open  m arke t opera tions designed 
to  increase the  liqu id ity  o f go v ernm en t securities by p rev en tin g  
o r m od era ting  sh arp  p rice  fluctuations. In  a nu m b er of o ther 
countries, inc lud in g  particu larly  C osta R ica, C uba, and  M exico, 
the cen tra l bank  has o ften  fo llow ed the  policy  o f suppo rting , 
a t o r near par, som e o r even m ost o f the bo n d  issues o f the  
gov ernm en t an d  the  various official en tities. In  som e countries

— m ost no tab ly  M exico— such polic ies m ay have h e lped  to  
w id en  the  ow nersh ip  of g ov ern m en t securities am ong p riv a te  
and  co rpo ra te  investors, b u t  com m itm en ts  to  su p p o rt a b road  
range of securities a t h ig h  levels have also ten ded  to  im pede 
efforts to  p rev en t an  overly rap id  expansion  of the m oney 
supply.

O th e r form s o f genera l c red it co n tro l also have on  occasion 
been  used by th e  L atin  A m erican  m on etary  au thorities. In  
C osta R ica, fo r exam ple, the  cen tra l bank  has fo r som e years 
used c red it ceilings— i.e., qu an tita tiv e  lim ita tions on the  loans 
and  advances of banks b o th  in  the  aggregate and ind iv idually—  
as its ch ief in s tru m en t o f m on etary  contro l. In  em ergencies, 
loan  ceilings have also been  em ployed in  B olivia, C hile, C olom ­
bia, and  M exico. A rg en tin a  has ap paren tly  used a m odified 
version of cred it ceilings, th e  po w er to  im pose s trin g en t con­
tro ls on bank  len d in g  b e in g  derived  fro m  a 1946 sta tu te  under 
w h ich  the  com m ercial banks m ay accept deposits only as agents 
of the  cen tral b an k .5 In  C olom bia, on  th e  o th e r hand, T reasury  
balances have a t various tim es been  sh ifted  be tw een  the  central 
bank  and the  com m ercia l banks as a m eans of influencing  the 
general availability  of bank  cred it. C hile, finally, has had  re ­
course to  restric tions on  th e  ra te  of increase in  com m ercial 
b ank  loans in  its recen t an ti-in fla tionary  drive; these res tric ­
tions have been  co m bined  w ith  a tig h te n in g  o f d iscount policy 
u n d er w h ich  the  com m ercial banks have to pay  progressively  
h ig h e r rates on  th e ir  b o rro w in g  a t the  cen tra l bank, depend ing  
u p o n  the  p ro p o rtio n  o f th e ir  discounts to  th e ir  cap ital and 
reserves. In  general, how ever, such special types of general 
c red it contro ls have gradually  declined in  im p o rtance  in  L atin  
A m erica.

C hanges in  the  m u ltip le  exchange ra te  system s now  ex isting  
in  appro xim ate ly  h a lf  of the  L atin  A m erican  countries have 
also on  occasion been  used as a device o f genera l m o n etary  
contro l. T hus, the  sale o f fo re ign  exchange a t rates h ig h e r than  
those a t w h ich  the  exchange was purchased  yields ‘'profits” 
fo r the  m on etary  au thorities , w h ich  can th en  be sterilized  in 
special official accounts in  o rder to  res tra in  infla tionary  p res­
sures. In  Brazil, fo r exam ple, substan tia l funds have a t tim es 
been  accum ulated  in  such a special account since the  presen t 
B razilian  exchange ra te  system  was p u t  in to  effect in  1953. 
A s a rule, how ever, the use o f m u ltip le  exchange rates for 
purposes of m onetary  res tra in t o r expansion  has been secondary 
to  th e ir  role as a fiscal and  exchange co n tro l device.

Se l e c t iv e  C r ed it  C o n t r o l s
L atin  A m erican  cen tra l banks have o ften  found  it desirab le  

to  sup p lem en t general m onetary  m easures w ith  selective cred it 
contro ls designed to  encourage o r discourage p a rticu la r types 
o f bank  cred it and  thus influence th e  allocation  of resources 
in  desired d irections. In  fact, the  m on etary  au th o rities  of som e 
o f the  countries have o ften  been  concerned m ore  w ith  selective 
th an  w ith  general c red it contro ls, especially as lon g  as the  finan­

5 The entire legal and institutional structure of Argentine banking is reportedly under review at present.
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cial and econom ic stru ctu re  of th e ir  countries offered little  
leverage for the effective ap p lica tion  of general m onetary  m eas­
ures. A m ong  the m any specific objectives sough t th rou g h  the 
use of selective cred it contro ls have been  the  red irec tion  of 
c red it in to  "p roduc tive” ac tiv ities such as industry  and ag ricu l­
tu re  instead  of in to  speculative or "com m ercial” activ ities such 
as the im p o rt trade  and  the  ho ld ing  of com m odity  stocks; the 
co un terac tin g  of in flationary  tendencies apparen tly  o rig in a ting  
in  the excessive expansion  of cred it to  ce rta in  p a rticu la r sectors 
o f the econom y; and assistance in  th e  develop ing  o f g o v ern ­
m en t securities m arkets.

A m ong  the m ethods used to  im p lem en t these objectives, the 
prac tice of g ran tin g  cen tra l bank  cred it a t p re fe ren tia l rates 
to  ce rta in  borrow ers o r fo r specified purposes is, as already 
noted, particu larly  im p o rtan t in  m any Latin A m erican  co un­
tries. R ed iscoun t ra te  scales, ra th e r th an  single rates, thus 
exist in  m any countries, inc lud ing  Brazil, C olom bia, Costa R ica, 
Ecuador, El Salvador, G uatem ala, H onduras, and Peru. U n d er 
the cu rren t C olom bian  regula tions, fo r exam ple, ag ricu ltu ral 
paper can be rediscounted  a t 3 p e r  cent, com pared  w ith  th e  
general ra te  of 4 p e r  cent applicab le to  o ther paper. P eru , on 
the o the r hand, m ain ta ins a general rate  of 6 p e r cen t for 
rediscounts to  com m ercial banks, p refe ren tia l rates o f e ith er 
3 or 4 pe r cent fo r governm en t-con tro lled  cred it in stitu tion s 
engaged in  p ro m o tin g  ag ricu ltu ral, industria l, an d  m in in g  p ro ­
duction , and a special ra te  of only 1 p e r  cent fo r rediscounts 
o f T reasury  bills for com m ercial banks. In  several of these 
cases, the g ran tin g  of p re fe ren tia l d iscount rates is m ade condi­
tiona l u p o n  satisfactory p ro o f to  the  cen tra l bank  th a t the  b o r­
row ing  bank  w ill in  tu rn  reduce the  charges to  its clients below  
its ord inary  rates.

Selective reserve requ irem en ts , em ployed princ ipally  in 
M exico b u t occasionally in  C hile and U rug uay  as well, have 
also been  used to  red is trib u te  c red it be tw een  various sectors 
o f the p riv a te  econom y as w ell as to  p ro m o te  the  developm ent 
of the  gov ernm en t securities m arket. F or instance, u n d er the  
M exican regula tions already m entioned , m any com m ercial 
banks m ust invest large percen tages of th e ir  deposits in  desig­
n a ted  "p roduc tive” loans o r in  gov ernm en t securities, in  ad d i­
tio n  to  h o ld in g  cash reserves. C erta in  varian ts on  the  p rinc ip le  
o f req u ir in g  com m ercia l banks to  ho ld  gov ernm en t securities 
as p a rt of th e ir  reserves have also been  used. In  C uba, for 
exam ple, com m ercial banks have recently  been  req u ired  to  
invest a p a rt of th e ir  deposits in  g ov ernm en t securities if they 
w ished  to  rem ain  elig ib le to  receive the  deposits of official and 
semiofficial agencies.

In  seeking to  d iscourage "nonessen tia l” im ports, L atin  A m er­
ican countries have frequen tly  used various selective cred it 
contro ls along  w ith  d irec t im p o rt restric tions and m u ltip le  
exchange rates. O ne type th a t has frequen tly  been  used has 
been th e  req u irem en t th a t im po rte rs  deposit w ith  the a u th o ri­
ties, in  advance of th e ir  pu rchase o f fo re ign  exchange, a p a rt 
o f the local-currency equ ivalen t o f th e ir  im ports, the  p ro ­
p o rtio n  vary ing  w ith  the category o f goods im po rted . Such

requ irem en ts  have been  o ften  em ployed in  C olom bia and 
Ecuador. In  ad d itio n  to  affecting the co m position  of im ports, 
th is m easure also has been  used to  ease o r res tric t the  avail­
ab ility  of cred it fo r im p o rt financing generally.

C o n c l u d in g  R e m a r k s

I t  is difficult to  generalize ab ou t the  effectiveness of the 
num erous cred it contro ls th a t have been  used in  L atin  A m erica. 
W id e  differences ex ist in  the  econom ic and  financial develop­
m en t of the various countries, and  these differences natura lly  
bear im po rtan tly  on the  relative efficacy of m onetary  policy in  
general as w ell as of the  ind iv idual m on etary  contro l in ­
strum ents. N evertheless, i t  appears th a t the cen tra l banks—  
particu larly  in  the larger L atin  A m erican  countries w h ere the 
dom estically  o rien ted  sector of the econom y has g row n  rapidly  
in  recen t years and w here financial in s titu tio n s  have becom e 
m ore diversified and b e tte r  in teg ra ted — now  have considerable 
scope fo r influencing the  availab ility  and  cost of c red it th roug h  
general c red it controls. Such m easures as varia tions in  com ­
m ercial bank  reserve req u irem en ts  and  in  the  vo lum e o f cen­
tra l bank  discounts and  advances frequen tly  ap pear to  have 
yielded appreciab le  results in  term s o f th e ir  s ta ted  objectives. 
Th is has, of course, been  especially the  case w h ere m onetary  
m easures have been  closely co ord inated  w ith  ap p ro p ria te  fo r­
eign  exchange and fiscal policies, since the la tte r co n tinue  to  
be of g rea t im portance  in  all L atin  A m erican  countries.

T h e  efficacy o f th e  selective cred it contro ls used in  L atin  
A m erica, on  the  o th e r hand, seem s to  have been  lim ited . A g ri­
cu ltu ra l and ind u stria l developm ent, it  is true, has ap paren tly  
been considerably s tim ulated  in  som e of the  countries by  the 
channe ling  of official c red it on  p re fe ren tia l term s to  these sec­
tors of the  econom y. H ow ever, L atin  A m erican  experience has 
also show n th a t the end-use of bank  cred it th a t is encouraged  
o r p e rm itted  un d er selective c red it regu la tions cann o t be easily 
contro lled ; and fu rth erm o re  tha t, w h ile  a pa rticu la r c red it to  
finance a specific outlay m ay in  itself be desirable, th e  to ta l 
of such outlays m ay w ell exceed the  available resources and  
thus generate  in flationary  pressures. H ence , the  m onetary  
au thorities  of m any of the  countries n ow  believe th a t selective 
cred it contro ls w o rk  best as occasional supplem ents ra th e r than  
as alternatives to  general c red it contro ls.

In  sp ite  of the  persistence of econom ic and  in stitu tio n a l 
lim ita tions on the efficacy o f m on etary  policy, th e  ou tlook  
appears to be fo r a p rogressively  larger ro le fo r th e  flexible 
use o f the  available cred it-con tro l in strum en ts  in  L atin  A m erica. 
Econom ic develop m ent in  m any o f the  countries has gained  
considerable m o m en tum  in  recen t years, and  as a resu lt financial 
m arkets and institu tion s are likely to  g row  fu rth e r  and becom e 
m ore diversified. T h is  m ay w ell m ake possible, and  indeed  
necessary, the  a lte rn a tin g  ap p lica tio n  of m onetary  restra in ts  
and s tim u li in  o rder to  assure balanced developm ent w ith o u t 
sacrificing m on etary  stability . T h e  po ten tia litie s  of m onetary  
policy in  L atin  A m erica thus seem  ce rta in  to  be fu rth e r  ex ­
p lo red  and m ore  fully u tilized  d u rin g  the  com ing  years.
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DEPARTMENT STORE TRADE

T h e  dollar vo lum e of sales a t Second D is tr ic t d epartm en t 
stores in  M arch  was 1 p e r  cen t h ig h er th is  year th an  in  
M arch  1955, according to  p re lim inary  estim ates. B ut, since 
Easter is a w eek earlie r th is year th a n  in  1955, sales w ould  
norm ally  be expected  to  be substan tia lly  above those of last 
M arch. A fte r ad ju stm en t fo r the  sh iftin g  date of E aster and 
the  usual seasonal varia tions, the D is tr ic t daily-average sales 
index  for M arch  is expected  to  be  102 p e r  cent of the 
1947-49 average, 4  p e r  cen t low er th a n  th e  M arch  1955 index 
and 3 pe r cent below  F ebruary  th is year. D o lla r volum e fo r 
th e  first q ua rte r is 5 p e r  cen t h ig h e r  th an  fo r the co rrespond­
in g  pe rio d  last year, how ever. T h e  d isap p o in tin g  M arch  sales 
reco rd  reflects to  som e ex ten t a w eek o f snow  and  ra in  th ro ug h  ­
o u t the D is tric t and a severe b lizzard  in  the  N ew  Y ork- 
N o rth eas te rn  N ew  Jersey m e trop o litan  area.

S a l e s  b y  D e p a r t m e n t s  i n  F i s c a l  1955-56
Sales in  m ost of the m a jo r departm en ts  of Second D is tric t 

d ep a rtm en t stores show ed m odest gains d u rin g  the fiscal year 
ended  January  1956. For the  stores w h ich  rep o rt th e ir  sales 
by d ep artm en ts,1 to ta l sales for the  year increased 2 p e r  cent. 
Sales in  the w o m en s  and  m isses’ apparel, hom efurn ish ings, 
an d  sm all w ares d epartm en ta l g roup ings w ere u p  3 p e r  cent, 
and  a better-th an -average increase in  sales was also recorded 
by the  m iscellaneous m erchand ise  g roup . Substantially  h ig h e r 
sales of spo rtin g  goods, cam eras, and luggage, w h ich  are in ­
cluded  in  the  m iscellaneous g roup , account fo r the  la tte r gain. 
T h e  piece goods an d  household  textiles, w o m en s  and  m isses’ 
accessories, and m e n ’s and  boys’ w ear departm en ts  h ad  increases 
in  sales fro m  previous-year levels equal to  o r less th a n  th e  
average. O f the m ajo r departm en ts, only the  basem ent store 
an d  nonm erchandise  g roups w ere unable  to  exceed the year- 
e a rlie r totals.

T h e  d iverse trends w h ich  had  appeared  w ith in  the  w om en’s 
an d  m isses’ accessories and apparel g roup s in  earlier years 
becam e m ore  ap p aren t d u rin g  the  last fiscal year, a lthough  the  
p ro p o rtio n  of to ta l sales by th e  tw o groups com bined  rem ained  
unchanged. Sales o f w o m en ’s and m isses’ coats and  suits w ere 
3 p e r  cen t low er th a n  a year earlier, and m illinery  sales w ere off 
5 p e r cent. Sales o f suits suffered the largest decline in  dollar 
vo lum e (1 2  p e r  c e n t)  o f any ind iv idual d epartm en t in  the  
m a in  store except o rien ta l rugs. C oat sales w ere 2 p e r cen t 
low er. Sportsw ear, "b e tte r” dresses, and furs, how ever, recorded 
substan tia l increases (7 , 8, and 7 p e r  cent, resp ec tive ly ). T h e  
increase in  fu r  sales m arked  the  second successive year of su b ­
stan tia l increase in  D is tr ic t dep artm en t stores; in  previous 
years they h ad  show ed a consisten tly  declin ing  sales trend. 
Inexpensive dresses, w h ich  w ere s tro ng er th an  b e tte r  dresses

1 Those stores currently reporting sales by departments to this Bank have sales which account for about two thirds of the estimated aggre­gate sales of Second District department stores.

in  the  year ended January  1955, show ed a be tter-than-average 
ga in  b u t n o t so g rea t as th e ir  m ore expensive counterparts.

C rosscurrents w ere also ev iden t in  the h o m efu rn ish in g  de­
partm en ts. Sales o f fu rn itu re  and bedding , w h ich  had  increased 
m ore than  the average d u rin g  the previous year, and decreased 
less than  m ost ho m efurn ish ings departm en ts since 1951, re ­
co rded a sligh t decline. O n  the  o ther hand, m a jo r household  
appliances m ade one of th e  m ost s trik in g  gains in  the  m ain  
store— 17 p e r cent. Since th is  increase was substantially  above 
th a t fo r appliance sales generally, it  indicates th a t d epartm en t 
stores w h ich  still offer these goods to  th e ir  custom ers m ay be 
rega in ing  som e of the  g ro u n d  lost in  the postw ar years in  the 
appliance field. D o m estic  floor coverings, and radios, records, 
and  television  sales w ere also substan tia lly  h ig h e r  th an  a year 
ago, 7 and 14 p e r  cent, respectively. T hese d epartm en ts  had  
generally  been  w eak since 1950, a lthough  a s lig h t increase 
occurred  in  the p rev ious year in  radios, records, an d  television.

D e p a r t m e n t '  a n d  A p p a r e l  S t o r e  S a l e s  a n d  S t o c k s ,  S e c o n d  F e d e r a l  R e s e r v e  
D i s t r i c t ,  P e r c e n t a g e  C h a n g e  f r o m  t h e  P r e c e d i n g  Y e a r

N e t  sa les
S to c k s  

o n  h a n d  
Feb . 29, 

1956

A re a

Feb . 1956 J a n . t h r o u g h  
Fe b . 1956

Feb . 1955 
th ro u gh  

Jan . 1956

D e p a rtm e n t  stores, Se co n d  D i s t r i c t .............. + 1 0 +  8 +  4 + 1 0

N e w  Y o rk -N o r th e a s te rn  N e w  Je rsey
M e t ro p o l ita n  A r e a ............................. + 1 0 +  9 +  4 +  9

N e w  Y o r k  C i t y ...................................... +  6 +  5 0
N a ssa u ,  Su ffo lk , W estcheste r, a n d  R o c k ­

la n d  C o u n t ie s ...................................... + 3 6 + 3 4 + 2 7
^ + 1 0 *

N o rth e rn  N e w  Je rse y ............................. + 1 3 + 1 1 +  5 +  5
+ 1 2 +  9 0

Fa irfie ld  C o u n t y ........................................ + 1 9 +  14 + 1 0 + 1 0

L o w e r  H u d s o n  R iv e r  V a l le y ......................
+ 1 4 + 1 2  

+  3
+  8 —

+  6 +  7 + 2 5
P o u g h k e e p s ie .......................................... +  4 +  1 +  6 + 2 5

U p p e r  H u d s o n  R iv e r  V a l le y ...................... + 1 0 +  8 +  4 + 2 3
A lb a n y -S c h e n e c ta d y -T ro y

M e t ro p o l ita n  A r e a .......................... + 1 0 +  8 +  4 + 2 0
+ 1 4 +  12 +  7 n.a.

S c h e n e c ta d y ........................................ +  5 +  4 -  1 +  9
C e n tra l N e w  Y o r k  S t a t e ............................ +  6 +  6 +  5 +  6

U t ic a -R o m e  M e t ro p o l ita n  A r e a ............. +  8 +  6 +  3 + 1 5
+  4 +  4 +  4 + 1 4

Sy ra cu se  M e t ro p o l ita n  A r e a .................. +  5 +  6 +  5 +  3
N o r th e rn  N e w  Y o r k  S t a t e ......................... n,a. n.a. n.a. n.a.
So u th e rn  N e w  Y o r k  S t a t e ......................... +  6 +  5 +  2 + 1 3

B in g h a m to n  M e t ro p o l ita n  A r e a ............. +  6 +  5 +  4 + 1 4
W e ste rn  N e w  Y o r k  S t a t e ........................... +  5 +  5 +  3 + 1 0

B u ffa lo  M e t ro p o l ita n  A r e a ..................... +  5 +  4 +  3 + 1 0
+  4 +  3 +  2 +  10

N ia g a ra  F a l l s ...................................... +  6 +  2 +  2 —
R o ch e ste r M e t ro p o l ita n  A r e a ................ +  6 +  8 +  3 +  9

A p p a re l stores (ch ie fly  N e w  Y o r k  C i t y ) ....... +  9 +  4 +  2 + 1 2

*  Sep a ra te  figu res fo r  N e w  Y o r k  C it y  a n d  the  other c oun t ie s are n o t  ava ilab le , 
n.a. N o t  ava ilab le .

I n d e x e s  o f  D e p a r t m e n t  S t o r e  S a l e s  a n d  S t o c k s  
S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

( 1 9 4 7 - 4 9  a v e r a g e = 1 0 0  p e r  c e n t )

I t e m
1 9 5 6 1 9 5 5

F e b . J a n . D e c . F e b .

S a le s  ( a v e r a g e  d a i l y ) ,  u n a d j u s t e d ................. 8 5 9 0 1 9 4 8 2
S a le s  ( a v e r a g e  d a i l y ) ,  s e a s o n a l l y  a d j u s t e d . . 1 0 5 1 1 4 1 1 0 1 0 1

S t o c k s ,  u n a d j u s t e d ............................................ 1 1 6 1 0 8 1 1 0 1 0 7
S t o c k s ,  s e a s o n a l l y  a d j u s t e d ............................ 1 2 4 1 2 2 1 2 1 1 1 4
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S E L E C T E D  E C O N O M I C  I N D I C A T O R S  

U n i t e d  S t a t e s  a n d  S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

1 9 5 6 1 9 5 5
P e r c e n t a g e  c h a n g e

I t e m U n i t
L a t e s t  m o n t h L a t e s t  m o n t h

F e b r u a r y J a n u a r y D e c e m b e r F e b r u a r y
f r o m  p r e v i o u s  

m o n t h
f r o m  y e a r  

e a r l ie r

U N I T E D  S T A T E S

Production and trade
I n d u s t r i a l  p r o d u c t i o n * ...................................................................... 1 9 4 7 - 4 9 =  1 0 0 1 4 3 p 1 4 3 1 4 4 1 3 3 # +  8
E l e c t r i c  p o w e r  o u t p u t * ...................................................................... 1 9 4 7 - 4 9 =  1 0 0 2 1 3 211 2 0 7 1 8 6 +  1 + 1 5
T o n - m i l e s  o f  r a i lw a y  f r e i g h t * ..........................................................
M a n u f a c t u r e r s ’ s a l e s * ........................................................................

1 9 4 7 - 4 9 =  1 0 0 — l l O p 1 0 5 9 7 +  5 +  1 3
b i l l i o n s  o f  $ 2 7 . 2 p 2 7 . 0 2 7 . 3 2 4 . 6 +  1 +11

M a n u f a c t u r e r s ’ i n v e n t o r i e s * ............................................................ b i l l i o n s  o f  $ 4 6 . 83? 4 6 . 3 4 5 . 9 4 3 . 3 +  1 +  8
M a n u f a c t u r e r s ’ n e w  o r d e r s ,  t o t a l * ................................................. b i l l i o n s  o f  $ 2 7 .  Sp 2 8 . 1 2 9 . 3 2 4 . 8 -  1 +  12
M a n u f a c t u r e r s ’ n e w  o r d e r s ,  d u r a b le  g o o d s * ................................ b i l l i o n s  o f  $ 1 4 . 3 p 1 4 . 7 1 5 . 6 12.2 -  3 + 1 7
R e t a i l  s a l e s * ......................................................................................... b i l l i o n s  o f  $ — 1 5 . 7 p 1 5 . 8 1 4 . 8 -  1 +  5
R e s i d e n t i a l  c o n s t r u c t io n  c o n t r a c t s * ............................................... 1 9 4 7 - 4 9 =  1 0 0 3 3 7 p 2 9 0 2 7 3 2 9 5 r +  16 +  1 4
N o n r e s i d e n t i a l  c o n s t r u c t io n  c o n t r a c t s * ........................................ 1 9 4 7 - 4 9  =  1 0 0 2 8 9 p 3 0 6 3 1 9 2 3 8 -  6 +21

Prices, wages, and employment
B a s i c  c o m m o d i t y  p r i c e s f .................................................................. 1 9 4 7 - 4 9 =  1 0 0 8 8 . 9 8 9 . 4 8 9 . 7 9 1 . 4 -  1 -  3
W h o l e s a le  p r i c e s f ................................................................................ 1 9 4 7 - 4 9 =  1 0 0 112. 3 p 1 1 1 . 9 1 1 1 . 3 1 1 0 . 4 # +  2
C o n s u m e r  p r i c e s f ................................................................................ 1 9 4 7 - 4 9 =  1 0 0 1 1 4 . 6 1 1 4 . 6 1 1 4 . 7 1 1 4 . 3 # #
P e r s o n a l  i n c o m e  ( a n n u a l  r a t e ) * ...................................................... b i l l i o n s  o f  $ — 3 1 2 . 5 p 3 1 4 . 8 2 9 3 . 2 -  1 +  7
C o m p o s i t e  i n d e x  o f  w a g e s  a n d  s a l a r i e s * ....................................... 1 9 4 7 - 4 9  =  1 0 0 — 1 4 5 p 1 4 5 1 3 9 # +  4
N o n a g r i c u l t u r a l  e m p l o y m e n t * ......................................................... t h o u s a n d s 5 0 , 1 7 9 p 5 0 , 2 9 3 p 5 0 , 2 2 8 4 8 , 4 7 0 # +  4
M a n u f a c t u r i n g  e m p l o y m e n t * .......................................................... t h o u s a n d s 1 6 , 8 0 7 p 1 6 , 9 0 3 p 1 6 , 9 6 7 1 6 , 0 9 1 -  1 +  4
A v e r a g e  h o u r s  w o r k e d  p e r  w e e k ,  m a n u f a c t u r i n g f ..................... h o u r s 4 0 . 6  p 4 0 . 6 4 1 . 3 4 0 . 4 # #
U n e m p l o y m e n t .................................................................................... t h o u s a n d s 2 , 9 1 4 2 , 8 8 5 2 , 4 2 7 3 , 3 8 3 +  1 - 1 4

Banking and finance
T o t a l  i n v e s t m e n t s  o f  a l l  c o m m e r c ia l  b a n k s ................................. m i l l i o n s  o f  $ 7 5 , 7 3 0 p 7 7 , 3 5 0 p 7 8 , 3 2 0 p 8 3 , 6 4 0 -  2 -  9
T o t a l  l o a n s  o f  a l l  c o m m e r c ia l  b a n k s .............................................. m i l l i o n s  o f  $ 8 2 , 5 7 0 p 8 2 , OOOp 8 2 , 7 6 0 p 7 1 , 1 8 0 +  1 + 1 6
T o t a l  d e m a n d  d e p o s i t s  a d j u s t e d ..................................................... m i l l i o n s  o f  .$ 1 0 5 , 5 9 0 p 1 0 8 , 8 5 0 p 1 0 9 , 6 9 0 p 1 0 4 , 5 0 0 -  3 +  1
C u r r e n c y  o u t s id e  t h e  T r e a s u r y  a n d  F e d e r a l  R e s e r v e  B a n k s * . m i l l i o n s  o f  $ 3 0 , 3 9 6 ? ? 3 0 , 5 5 9 3 0 , 5 9 2 2 9 , 9 6 4 -  1 +  1
B a n k  d e b i t s  ( 3 3 7  c e n t e r s ) * .............................................................. m i l l i o n s  o f  $ 7 6 , 8 3 0 * 7 4 , 7 1 8 7 2 , 7 5 5 6 7 , 4 6 7 r +  3 +  14
V e l o c i t y  o f  d e m a n d  d e p o s i t s  ( 3 3 7  c e n t e r s ) * ................................ 1 9 4 7 - 4 9 =  1 0 0 1 3 0 . 6 p 1 3 4 . 4 1 2 8 . 1 1 2 3 . 1 -  3 +  6
C o n s u m e r  i n s t a lm e n t  c r e d it  o u t s t a n d i n g f ................................... m i l l i o n s  o f  $ 2 7 , 7 8 4 2 7 , 7 6 9 r 2 7 , 8 9 5 2 2 , 5 0 8 # + 2 3

United States Government finance (other than borrowing)
C a s h  i n c o m e ......................................................................................... m i l l i o n s  o f  $ 7 , 0 8 9 4 , 7 2 9 5 , 3 5 3 6 , 3 0 6 + 5 0 +  12
C a s h  o u t g o ........................................................................................... m i l l i o n s  o f  $ 5 , 6 0 0 5 , 3 2 3 6 , 2 6 4 5 , 4 8 1 +  5 4- 2
N a t i o n a l  d e fe n se  e x p e n d i t u r e s ......................................................... m i l l i o n s  o f  $ 3 , 0 < o 3 , 3 9 4 3 , 3 1 2 3 , 1 2 8 -  9 -  2

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

E l e c t r i c  p o w e r  o u t p u t  ( N e w  Y o r k  a n d  N e w  J e r s e y ) * ................... 1947.49=  100 1 5 6 1 5 9 1 5 3 1 4 3 -  2 +  9
R e s i d e n t ia l  c o n s t r u c t io n  c o n t r a c t s * ................................................... 1947-49 =  100 — 219 -d 1 9 5 2 4 2 +  1 3 #
N o n r e s i d e n t i a l  c o n s t r u c t io n  c o n t r a c t s * ............................................. 1 9 4 7 - 4 9 =  1 0 0 — 3 5 8 p 3 0 2 2 0 3 + 1 8 + 5 5
C o n s u m e r  p r i c e s  ( N e w  Y o r k  C i t y ) f ................................... ' ............. 1 9 4 7 -4 9  =  1 0 0 112.1 112.1 112.0 1 1 2 . 5 # a
N o n a g r i c u l t u r a l  e m p l o y m e n t * ............................................................. t h o u s a n d s — 7 , 6 7 4 . 2 » 7 , 6 9 1 . 3 7 , 4 9 5 . 8r # +  2
M a n u f a c t u r i n g  e m p l o y m e n t * ............................................................... t h o u s a n d s — 2 , 6 7 1 . 6 p 2 , 6 7 8 . 6 2 , 6 0 2 . 3 r # +  3
B a n k  d e b i t s  ( N e w  Y o r k  C i t y ) * .......................................................... m i l l i o n s  o f  $ 6 3 , 7 9 2 6 7 , 6 4 6 6 8 , 6 6 7 6 3 , 4 3 4 -  6 +  1
B a n k  d e b i t s  ( S e c o n d  D i s t r i c t  e x c lu d in g  N e w  Y o r k  C i t y ) * ......... m i l l i o n s  o f  $ 5 , 0 4 5 4 , 9 8 9 4 , 7 7 3 4 , 4 8 9 +  1 +12
V e l o c i t y  o f  d e m a n d  d e p o s i t s  ( N e w  Y o r k  C i t y ) * ............................ 1 9 4 7 - 4 9 =  1 0 0 1 6 1 . 1 1 7 3 . 7 r 1 7 3 . 3 1 6 4 . 1 -  2

N o t e :  L a t e s t  d a t a  a v a i l a b l e  a s  o f  n o o n ,  M a r c h  3 0 ,  1 9 5 6 .

p P r e l im i n a r y .  r  R e v i s e d .  +  S e a s o n a l  v a r i a t i o n s  b e l ie v e d  t o  b e  m in o r ;  n o  a d j u s t m e n t  m a d e .
*  A d j u s t e d  f o r  s e a s o n a l  v a r i a t i o n .  #  C h a n g e  o f  le s s  t h a n  0 . 5  p e r  c e n t .

S o u r c e :  A  d e s c r ip t io n  o f  t h e s e  s e r ie s  a n d  t h e i r  s o u r c e s  i s  a v a i l a b l e  f r o m  t h e  D o m e s t i c  R e s e a r c h  D i v i s i o n ,  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 ,  o n  r e q u e s t .
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