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MONEY MARKET IN APRIL

M em b er bank  reserve positions w ere u n d er con tinuou s p res­
su re  d u rin g  A p ril, a m o n th  in  w h ich  th e  d iscou nt rates o f th e  
Federal R eserve B anks w ere advanced and  in  w h ich  u pw ard  
ad justm en ts  in  a w ide range o f  m oney m ark e t rates took  
place. G o v ern m en t bond  prices show ed substan tia l declines, 
an d  yields on  b o th  new  and  o u ts tan d in g  co rpo ra te  and  m u n ic i­
p a l securities rose sharply, w h ile  T reasury  b ill rates b rok e 
th ro u g h  the  prev ious postw ar h igh s set in  D ecem ber 1955.

O n  A p ril 12, n in e  F ederal R eserve B anks an nounced  in ­
creases in  th e ir  d iscount rates fro m  2 Vl p e r  cen t to  2 %  p e r 
cent, and  th e  Federal R eserve B anks o f M inneapolis and  
San Francisco advanced th e ir  rates fro m  2 V l  p e r  cen t to  3 
p e r  cent, the  new  rates b e ing  effective in  each case on A p ril 13. 
L ater in  the  m on th , the  F ederal R eserve B ank  o f C hicago 
raised its d iscou n t ra te  to  2 %  p e r cent, effective A p ril 20. F or 
the  Federal R eserve B ank o f N e w  Y o rk  and  fo r m ost o f the  
o th e r R eserve Banks, th is  advance was the  fifth  since th e  
b eg in n in g  o f A p ril 1955, w h en  the  d iscou nt rates of all 
Federal R eserve B anks w ere a t IV i  p e r  cent.

F o llow ing  the  d iscou nt ra te  advances an nounced  on  A p ril 
12, the  p rin c ip a l com m ercial banks in  N e w  Y o rk  C ity, jo ined  
by m a jo r banks in  o th e r cities, announced  an  increase in  th e ir  
p rim e  loan rates— the rates charged  to  custom ers w ith  the 
h igh est c red it ra tings— fro m  3 Vl p e r  cen t to  334 p e r  cent. T h e  
announcem ents w ere m ade on  A p ril 12 an d  A p ril 13, an d  
rep resen ted  th e  th ird  rise o f Va p e r  cen t since th e  b eg in n in g  
of A u gu st 1955. D eale r rates fo r com m ercia l p a p e r w ere 
raised on  A p ril 13 by Va p e r cent, b rin g in g  th e  ra te  on  p rim e 
four-to-six  m o n th s’ p a p e r  to  3 Va p e r  cent, w h ile  rates on  
bankers’ acceptances w ere raised  by Vs p e r  cen t on  A p ril 16. 
R ates on  d irectly  p laced  finance com pany p a p e r  w ere raised 
by Vs p e r  cen t on  A p ril 17.

M eanw hile  bank  reserves rem ained  u n d er steady pressure 
th ro u g h o u t th e  m o n th , as average n e t bo rrow ed  reserves 
am ounted  to  4 5 0  m illio n  dollars o r m ore  each w eek and  
average m em ber b ank  borrow ings fro m  Federal R eserve Banks 
w ere close to, o r above, 1 billion  dollars. O n  a daily average

basis, to ta l Federal R eserve ho ld ings of G o v ern m en t securities 
w ere 226  m illion  dollars low er in  the  w eek  en ded  A p ril 25 
th an  in  th e  last s ta tem en t w eek  o f M arch. T h e  co ntinuous 
pressure in  th e  m oney  m ark e t was reflected in  th e  m ark e t fo r 
Federal funds, th e  effective ra te  fo r w h ich  w as steady a t 2 Vl 
p e r cent befo re th e  d iscou n t ra te  increases an d  th e rea fte r rose 
to  2V a  p e r cent, rem a in in g  a t th is  level th ro u g h o u t m ost o f 
th e  rest o f the  m on th .

E xpectations o f an  advance in  R eserve B ank d iscou nt rates 
an d  o th e r rates o f  in te re st w ere im p o rta n t influences in  the  
G o v ern m en t securities m arke ts early in  th e  m o n th  and  con­
tr ib u ted  to  h ig h er yields on  in te rm ed ia te  and  long -te rm  T reas­
ury  bonds. In  ad d ition , the  dow nw ard  tren d  in  th e  prices of 
G o vern m en t notes and  bonds reflected o p tim ism  concern ing  
th e  prospects fo r business activity , as w ell as th e  reduced 
a ttractiveness o f yields on  G o vern m en t securities, as yields on  
h igh -g rade co rpo ra te  and  m un icipa l bonds m oved  rap id ly  
h igher. P rices fell fu rth e r  im m ediate ly  a fte r the  advance in  
d iscount rates, b u t la te r m any issues recovered m ost o r all of 
th is  loss, and  prices stead ied  tow ard  the  en d  o f th e  m on th . 
O ver the  m o n th  as a  w hole, m ost lo ng er-te rm  issues recorded 
n e t losses o f be tw een  1% 2 an d  s % 2 of a po in t.

T reasury  b ill rates m oved  erratically  early in  th e  m o n th  as 
end-of-M arch dem and  s tem m in g  largely fro m  C hicago was 
replaced by liq u id a tio n  o f b ill ho ld ings a f te r  th e  A p ril 1 C ook 
C ounty , Illinois, tax  assessm ent da te  h ad  passed. A s these offer-
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in gs  tapered  off, yields declined briefly, b u t g row ing  ex pecta­
tio n s  o f an  u pw ard  ad ju stm en t in  basic in te rest rates led  to  
advances in  m ark e t rates to  above 2 V i p e r  cen t even befo re 
th e  d iscount ra te  increases. T h erea fte r rates advanced sharply, 
an d  in  th e  A p ril 16 T reasu ry  b ill auction  the  average issu ing 
ra te  c lim bed  to  2 .769 p e r  cent, m ore  th an  Va p e r cen t above 
th e  ra te  a  w eek  earlier. A  fu r th e r  s lig h t advance to  2.788 pe r 
cen t occurred  a t th e  au ction  on  A p ril 23, b u t subsequently  
T reasury  b ill yields declined  slightly . T h e  longest b ill closed 
o n  A p ril 27 a t 2 .68 p e r  cen t ( b id ) ,  38 basis-points h ig h e r th a n  
a t th e  en d  o f M arch.

T h e  m arke ts fo r co rpo ra te  an d  m u n icip a l bonds rem ained  
w eak  d u rin g  m ost o f A p ril, as th e  cu rren t an d  prospective 
vo lum e o f new  offerings co n tinu ed  to  b e  substantial. Prices on  
ou ts tan d in g  securities m oved  dow n  and, in  a nu m b er o f cases, 
th e  b reak in g -up  o f u n d erw ritin g  syndicates resu lted  in  sharp  
yield m arkups as dealers a ttem p ted  to  m ove unso ld  securities. 
M ost n ew  issues, even w h en  offered a t risin g  yields, m e t w ith  
only lim ited  dem and  u n til  la te  in  th e  m o n th , w h en  several 
a ttrac tively  p riced  issues w ere quickly  sold.

M e m b e r  B a n k  R eserve  P o s it io n s
P ressu re o n  m em b er b an k  reserve positions d u rin g  A p ril 

was ab o u t th e  sam e as in  M arch. N e t  bo rrow ed  reserves aver­
aged 462  m illio n  dollars d u rin g  th e  fo u r s ta tem en t w eeks 
ended  A p ril 25 , s ligh tly  h ig h e r than  the  4 0 6  m illio n  dollar 
average in  th e  p reced in g  fo u r weeks. M em ber b an k  b o rro w ­
ings rem ained  h ig h , av erag ing  over 1 b illion  dollars, 104 
m illio n  dollars above th e  average M arch  level. In  co n trast to  
M arch , w h en  reserve position s show ed large daily  and  w eekly 
sw ings, th e  pressure o n  reserves in  A p ril was relatively  steady.

A t the  beg in n in g  o f th e  period , n e t bo rrow ed  reserves de­
c lined  som ew hat fro m  th e  p eak  reached in  th e  sta tem en t w eek 
en ded  M arch  28 w h en  they  reached  th e  h igh est level since 
M ay 1953. A  decrease in  req u ired  reserves co n trib u ted  sub ­
stan tia lly  to  th e  decline and  was im p o rtan tly  influenced by 
p rep a ra tio n s  fo r the  C ook C oun ty  tax  assessm ent da te  on  
A p ril 1, w h ich  led depositors to  sw itch  in to  T reasury  bills, 
n o t sub jec t to  th e  local tax  assessm ent. T h ro u g h o u t th e  rest 
o f the  m o n th  o p e ra tin g  factors tended  on balance to  add to  
bank  reserves, especially in  th e  w eeks ended A p ril 18 and  
A p ril 25 as the  usual m id m o n th  expansion  in  float and  re tu rn  
flow of currency fro m  circu lation  developed. T h e  influence of 
these tw o  factors on  reserves was only partly  offset by losses 
stem m in g  fro m  a rise in  T reasu ry  balances a t F ederal R eserve 
B anks a fte r the  m idd le  of the  m o n th  as the  volum e o f personal 
incom e tax  collections increased.

Federal R eserve opera tions acted to  offset in  p a rt the  fluctua­
tions in  b an k  reserve positions d u rin g  th e  m on th . A t th e  
outset, th e  m ark e t pressures engend ered  by th e  coincidence 
o f the  C ook C ounty  tax  date, the  M arch  31 s ta tem en t date, 
and  th e  G o od  F riday holiday in  som e p a rts  o f the  country

Changes in Factors Tending to Increase or Decrease 
Member Bank Reserves, April 1956

( 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 )

Table I

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

F a c t o r
A p r .

4
A p r .

1 1
A p r .

1 8
A p r .

2 5

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

T o t a l ........................................ -  8 4 +  3 8 + 1 2 3 + 1 4 2 + 2 1 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 . . +  92 -  6 9 - 1 4 1 -  9 5 - 2 1 3
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 . +  3 4 -  4 4 +  1 9 -  2 2 -  1 3

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 ............... - 2 1 1 + 1 3 4 -  1 0 -  4 9 - 1 3 6

0 0 0 0 0
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 ................................. +  1 0 0 -  1 0
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 ........ 0 0 0 0 0

T o t a l ........................................ -  8 4 +  2 1 - 1 3 2 - 1 6 7 - 3 6 3

- 1 6 8 +  5 7 -  8 -  2 5 - 1 4 4
Effect of change in required reserves^ . . . . + 1 2 4 +  5 8 0 -  1 9 + 1 6 3

Excess reservesf.......................................... -  4 4 + 1 1 5 -  8 -  4 4 +  1 9

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 . . . . 9 8 5 1 , 1 1 9 1 , 1 0 9 1 , 0 6 0 l , 0 6 8 t
E x c e s s  r e s e r v e s f ..................................... 5 3 5 6 5 0 6 4 2 5 9 8 6 0 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 .

T h e s e  f i g u r e s  a r e  e s t im a t e d .
A v e r a g e  f o r  f o u r  w e e k s  e n d e d  A p r i l  2 5 .

w ere relieved by a m od erate  increase in  average System  ho ld ­
ings of G o v ernm en t securities. L ater in  the  m on th , how ever, 
as m em ber bank  reserve positions ten ded  to  ease, System  open  
m arke t opera tions w ith d rew  reserves. O n  a daily average basis 
o u tr ig h t hold ings in  th e  w eek ended  A p ril 25 w ere 213 m il­
lio n  dollars low er than  in  the  s ta tem en t w eek en ded  M arch  28, 
w h ile  average ho ld ings u n d er repurchase agreem en ts declined 
by 13 m illion  dollars.

G o v e r n m e n t  Se c u r it ie s  M a r k e t
T h e  decline in  th e  prices of T reasury  notes an d  bon ds, 

w h ich  had  co n tinued  alm ost w ith o u t in te rru p tio n  since early 
February, was accelerated in  the  first ha lf o f A p ril. P rices 
w ere m arked  dow n sharp ly  and, a lth o ug h  b r ie f  rallies devel­
oped  from  tim e  to  tim e, the  dow nw ard  read justm en ts  co n­
tin ued  u n til the  la tte r p a r t  o f the  m o n th  w h en  som e recovery 
took place.

P rio r  to  the  advance in  R eserve B ank d iscou n t rates, th e  
declines reflected in  p a rt  the  g ro w ing  ex pecta tion  th a t e ith e r 
d iscount rates o r com m ercia l b ank  p rim e  loan  rates, o r b o th , 
w o uld  be  raised. T h is  an tic ip a tio n  h ad  been  s treng then ed  
tow ard  the end  of M arch  w h en  lead ing  banks in  N e w  Y o rk  
C ity  increased som e call loan  rates to  b rokers an d  dealers 
against co llateral o the r th a n  G o v ern m en t securities. M ore  
fundam entally , co n tinu ed  o p tim ism  over the  prospects fo r b usi­
ness ac tiv ity  d u rin g  th e  rem ain d er o f the  year and  g ro w ing  
fears th a t a resurgence o f in fla tionary  pressures m ig h t lead  to
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fu rth e r  m easures to  res tra in  c red it ex pansion  acted  to  depress 
G o v ern m en t bon d  prices. F u rth e rm o re , th e  prospec tive  cor­
p o ra te  and  m un icipa l security  flotations scheduled  over th e  
n ex t few  m on ths suggested  to  th e  m ark e t th a t fu rth e r  advances 
in  bon d  yields w ere n o t unlikely , w h ile  u p w ard  ad justm ents 
already m ade created  a  yield spread  th a t encouraged sw itch ing  
fro m  T reasury  issues in to  h igh -g rade  co rp o ra te  an d  m un icipa l 
bonds.

A lth ough  yields on  in te rm ed ia te  an d  lo ng -te rm  T reasury  
bonds reached the  h ig h est levels since m id-1953  even before  
the  advance in  d iscount rates, the  volum e o f trad in g  was 
lim ited . M ost o f the  m arkdow ns in  p rice  w ere the  resu lt o f 
p rofessional activity, and  only a lim ited  vo lum e o f offerings, 
no tab ly  from  com m ercial banks and  savings in stitu tio n s, ap ­
peared  in  the m arket. D em and , how ever, was sporad ic  as m ost 
investo rs p referred  to  rem ain  on  the  sidelines aw aiting  
developm ents.

P rices m oved dow n rap id ly  im m ediate ly  a fte r  th e  advance 
in  d iscou n t rates, b u t a la te r rally offset the decline in  m any 
issues, and  prices stead ied  tow ard the en d  of the  m on th . 
A c tiv ity  revived fro m  th e  low  levels th a t h ad  been  ch aracter­
istic  of the  first ha lf  of A p ril, and a m od erate  investm en t d e­
m an d  developed. T ax  sw itch ing, w h ich  had  been  m oderate  
early th is year, increased slightly  as the  low er level o f prices 
m ade sales fo r tax  loss purposes o f in te re st to  som e investors. 
T h e  m arkdow n s in  A p ril tended  to  accentuate the  bu lg e in  the  
yields on  in te rm ed ia te  m atu rities  th a t had  first developed 
tow ard  the  en d  o f M arch, and led to  som e dem and  fo r in te r­
m ed ia te  issues tow ard  the end  o f th e  m on th . By A p ril 27, 
prices of bonds and  notes w ith  m a tu rities  th ro u g h  I9 6 0  had  
generally  declined by 1% 2 to 2 % 2 ° f  a p o in t fro m  the  en d  
o f M arch , w h ile m ost long er issues had  fallen  by be tw een  1% 2 
an d  3% 2-

A t the b eg inn in g  o f the  m o n th  the  T reasury  b ill m arke t 
w as dom in ated  by substan tia l liq u id a tio n  o f T reasury  bills 
th a t h ad  been  held  in  connection  w ith  th e  A p ril 1 personal 
p ro p e rty  tax  assessm ent date in  C ook C ounty . P artly  as a  result, 
th e  auction  on  A p ril 2 resu lted  in  an  average issu ing ra te  o f 
2 .397 p e r  cent, m ore th an  20 basis-points h ig h e r  th an  in  the  
prev ious auction , w h en  the  m ark e t had  been  influenced by 
the  dem and fo r bills o rig in a tin g  in  the  C hicago area. Y ields 
on ou tstan d ing  bills declined  briefly  on  A p ril 5 and  6, b u t 
th e  rise was resum ed a fte r the  w eek end. A  fa ir  volum e o f 
trad in g  took  place, b u t n on bank  dem and was read ily  satisfied 
by com m ercial bank  and  Federal R eserve sales, w h ile  the 
sp read in g  conviction  th a t a fu rth e r  rise in  in te re st rates was 
im m in en t exerted  u pw ard  pressure on  rates. A s a result, the  
average issu ing ra te  rose to  2.497 p e r  cen t in  th e  A p ril 9  
auction , w hen  substan tia l ho ld ings of m a tu rin g  bills w ere n o t 
replaced. T h e  fo llow ing  day yields on  the  longest bills m oved 
above 2 V2 p e r  cent, reach ing  2 .56 p e r  cen t ( b id )  on  th e  eve 
o f  the  d iscount ra te  advances. T h e  im m ed iate  reac tion  to  the  
d iscoun t ra te  advance w as a sharp  rise in  rates on  ail m a tu ri­

ties, an d  was reflected in  th e  A p ril 16 au ction  w h en  the  average 
issu ing ra te  clim bed  to  2 .769  p e r  cent. L ater in  th e  m o n th  
rates tended  to  stab ilize an d  th e n  to  decline slightly , as n o n ­
bank  dem and  rev ived  in  th e  w ake o f  h ig h e r yields and  steady 
accruals o f co rpo ra te  funds. In  th e  auction  he ld  on  A p ril 23 
fo r th e  b ill da ted  A p ril 26 , th e  average issue ra te  rose only 
sligh tly  to  2 .788 p e r  cent, an d  by A p ril 27 the  longest b ill was 
b id  a t 2.68 p e r  cent, dow n 8 basis-points from  the peak  q u o ta ­
tio n  on  A p ril 17 b u t 38 basis-points h ig h e r than  a t the  end 
o f M arch.

O t h e r  Se c u r it ie s  M a r k e t s
T h e  op tim istic  ap pra isa l o f th e  econom ic ou tlook  and  a co n­

tinu ed  large vo lum e o f new  offerings resu lted  in  steadily  h ig h e r  
rates on  b o th  new  an d  seasoned co rporate  and m u n ic ip a l bo n d  
issues. A verage yields o n  M oody’s A aa co rpo ra te  bon d  list 
advanced 16 basis-points th ro u g h  A p ril 27, fo llow ing  a rise 
o f 7 basis-points in  M arch , an d  rates on  new  issues rose co n­
siderably  m ore. A verage yields on  ou tstan d ing  h igh -g rade  
m un ic ipa l issues rose by ab o u t 18 basis-points, appro x im ate ly  
the  sam e am ou n t as in  the  prev ious m on th . In  each case, aver­
age yields fo r th e  first tim e  th is year exceeded th e  1955 h ighs 
and  w ere a t th e  h ig h est levels since the  fall of 1953.

T h e  estim ated  volum e o f p u b lic  offerings of co rpo ra te  bonds 
fo r new  cap ita l am ou n ted  to  315 m illion  dollars, dow n ab ou t 
65 m illio n  dollars fro m  th e  p rev ious m o n th  b u t abou t tw ice 
as large as in  A p ril 1955. Each new  issue as i t  reached the  
m ark e t bo re  a  h ig h e r ra te  th an  the  last p reced ing  com parab le  
issue. O ne no tab le  dev elop m en t was the  reoffering, a fte r 
the advance in  d iscou nt rates, o f a new  A a-rated  p u b lic  u tility  
issue a t a yield o f 3.77 p e r  cent, th e  h igh est rate  on  such an  
issue since S ep tem ber 1953 and  alm ost V2 p e r  cen t above the 
reoffering  y ield  on  a  s im ila r issue tow ard  the  end o f M arch. 
In  several instances the  congestion  in  the  co rpo ra te  m ark e t was 
reflected in  the  m ark u p  o f  yields a fter u n d erw ritin g  syndicates 
h ad  b roken  up . M ost new  issues m e t w ith  a p o o r recep tion  
u n til la te  in  the  m o n th , w h en  several sizable issues w ere suc­
cessfully floated and soon w ere q uo ted  a t p rem iu m s over the  
in itia l prices.

N e w  pub lic  offerings o f m u n ic ip a l bonds am oun ted  to  an  
estim ated  350 m illion  dollars in  A p ril, ab o u t 55 m illion  m ore 
th an  in  th e  p rev ious m o n th . A lth o u g h  dealer inventories re ­
ported ly  declined som ew hat fro m  the  levels p reva iling  in  the  
la tte r h a lf of M arch, they rem ained  large as m ost new  issues 
m e t w ith  investo r resistance desp ite  a general advance in  th e  
yields offered. T ow ard  th e  en d  o f the  m o n th  a 50 m illio n  
dollar issue of A a-rated  S tate revenue bonds was b o u g h t by 
und erw riters  a t a n e t in te re st cost o f 3.09 p e r  cent, as against 
a 2.31 p e r  cen t cost to  the  sam e borrow er in  Ju ly  1955.

M e m b e r  B a n k  Cr ed it

T o ta l loans and  investm ents o f w eekly rep o rtin g  m em ber 
banks declined  by 1.0 b illio n  dollars d u rin g  th e  fo u r w eeks
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ended  A p ril 18, in  co n trast to  a 2.4 b illion  increase in  the  
p reced ing  fo u r w eeks. T h e  decline in  the  cu rren t pe rio d  re ­
flected p rim arily  a renew ed  liq u id a tion  of security  investm ents, 
w h ich  am ou n ted  to  92 0  m illio n  dollars, co m pared  w ith  a 325 
m illio n  increase in  th e  fo u r w eeks ended M arch  21. T reasury  
b ill hold ings, fo llow ing  ea rlie r purchases th a t w ere a ttrib u tab le  
in  p a rt to  p rep a ra tio n s  fo r th e  C ook C oun ty  assessm ent date, 
decreased by 274 m illio n  dollars in  th e  cu rren t period , and 
hold ings o f o th e r  G o v ern m en t securities fell by 685 m illion  
dollars.

T h e  redu c tion  in  to ta l loans was very m oderate , am ou n ting  
to  only 82 m illio n  dollars, and  was largely a ttrib u tab le  to  a 
d ro p  in  security  loans. Security loans show ed a n e t decline 
over th e  four-w eek  p e rio d  of 377 m illio n  dollars, w ith  m ost 
o f th e  decrease co ncen tra ted  in  the  first w eek w h en  the  financ­
in g  needs o f G o v ern m en t security  dealers w ere reduced  as the 
dem and  fo r T reasu ry  b ills rose p r io r  to  the C ook C ounty  assess­
m e n t da te  on  A p ril 1. Loans in  m ost o th e r m a jo r categories 
increased. B oth  real estate  loans and  "all o th e r” loans (largely  
co nsum er loans) co n tinu ed  to  rise a t ab ou t th e  sam e ra te  as 
in  earlie r m o n ths th is  year.

Business loans show ed a m oderate  increase o f 84  m illion  
dollars, con trary  to  the  expecta tions of som e observers th a t the 
rap id  increase in  b o rro w in g  d u rin g  the  m id-M arch  tax  period  
m ig h t lead to  n e t repaym ents in  la te  M arch  an d  early  A pril. 
M ost categories of business loans increased over the  four-w eek 
period , w ith  the  largest advances tak in g  place in  th e  m etals 
an d  m e ta l p ro d u c t industries, in  p e tro leu m  an d  re lated  in ­
dustries, and  in  w holesale an d  re ta il trade. T hese advances 
w ere p artia lly  offset by substan tia l n e t repaym ents in  the  pub lic  
u tility  and  tran sp o rta tio n  industry  category, largely rep resen t­
in g  funds o b ta in ed  fro m  recen t security  flo tations th a t w ere 
used to  reduce indebtedness to  banks in  N e w  Y o rk  City.

Since the  end  o f 1955, to ta l loans and investm ents o f w eekly 
rep o rtin g  m em b er banks have declined by 1.2 b illion  dollars, 
in  co n trast to  a larger 1.6 b illion  decrease in  th e  com parab le 
p e rio d  last year. T h e  sm aller decline th is year is a ttr ib u tab le

Weekly Changes in Principal Assets and Liabilities of the 
Weekly Reporting Member Banks 

(In millions of dollars)

Table II

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

I t e m
M a r .

2 8
A p r .

4

A p r .
11

A p r .
1 8

2 8 ,  1 9 5 5  
t o  A p r .  

18 , 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
+  6 9 - 1 8 1 + 1 0 7 +  8 9 J + 1 , 0 6 3

A g r i c u l t u r a l  l o a n s ................. -  9 -  3 2 -  2 -  2
S e c u r i t y  l o a n s ........................ - 2 9 7 +  6 1 -  5 8 -  8 3 -  4 7 5
R e a l  e s t a t e  l o a n s ................... +  2 1 +  3 +  3 3 +  3 5 +  2 6 5
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 ) ....................... +  2 3 +  3 7 +  2 7 +  8 3 +  3 7 1

T o t a l  l o a n s  a d j u s t e d * — - 1 9 3 - 1 1 6 + 1 0 6 + 1 2 1 + 1 , 1 1 4

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 .................... - 2 7 6 -  8 7 -  5 1 + 1 4 0 -  6 9 6
- 3 8 3 -  5 6 - 1 0 5 - 1 4 1 - 1 , 7 3 1

T o t a l ............................... - 6 5 9 - 1 4 3 - 1 5 6 -  1 - 2 , 4 2 7
O t h e r  s e c u r i t ie s ..................... -  6 +  8 2 +  4 3 -  8 0 +  6 4

T o t a l  i n v e s t m e n t s ............ - 6 6 5 -  6 1 - 1 1 3 -  8 1 - 2 , 3 6 3

T o t a l  l o a n s  a n d  i n v e s t m e n t s
—  8 5 S - 1 7 7 -  7 +  4 0 - 1 , 2 4 9

L o a n s  t o  b a n k s .............................. + 2 7 6 - 1 2 6 - 1 1 3 + 1 2 0 +  1 2 8

L o a n s  a d j u s t e d *  a n d  “ o t h e r ”
- 1 9 9 -  3 4 + 1 4 9 +  4 1 + 1 . 1 7 8

Liabilities 

D e m a n d  d e p o s i t s  a d j u s t e d ......... - 7 6 7 - 3 4 1 + 8 1 9 + 5 0 2 - 2 , 1 6 9
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 ............................... +  2 3 +  2 2 -  3 3 -  1 1 -  6 5
U .  S .  G o v e r n m e n t  d e p o s i t s ......... + 3 8 4 - 9 3 3 - 9 8 1 +  5 9 +  2 4 C
I n t e r b a n k  d e m a n d  d e p o s i t s :

- 1 5 9 + 8 6 2 +  7 4 - 2 7 0 -  3 9 5
+  3 2 +  3 2 +  3 0 -  5 3 +  3 6

*  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  r e s e r v e s ;  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 .

alm ost equally  to  a la rg e r increase in  loans and  a sm aller liq u i­
d a tion  o f G o v ern m en t securities. Loans have risen  by 1.1 b il­
lio n  dollars, co m pared  w ith  a 0.8 b illio n  advance last year, 
w h ile  G o vern m en t security  ho ld ings have fallen  by  2.4 b illion , 
as co m pared  w ith  a 2.8 b illio n  liq u id a tio n  last year. H o ld ings 
o f o the r securities have, how ever, increased only slightly  so 
far th is year in  con trast to  a 0.4 b illion  do lla r rise last year.

INTERNATIONAL MONETARY DEVELOPMENTS

M o n e t a r y  T r e n d s  a n d  P o l i c i e s  
T h e  B ank of C anada raised  its d iscount ra te  fro m  2 %  to

3 p e r  cent— a record  h ig h — as of the  close of business A p ril 4. 
T h e  increase, the  fo u rth  since A u gu st 1955, cam e against a 
background  of co n tinu ed  c red it expansion and  ris in g  m arke t 
in te re st rates. Business loans by the  chartered  banks (sh ow n 
as "all o th e r” loans in  the  banks’ conso lidated balance sh ee t) 
increased by over 2 p e r  cen t in  b o th  February  and  M arch, and 
o n  A p ril 11 w ere 7.8 p e r cen t above th e  end  o f 1955 and  30.4 
p e r  cen t above a year earlier. In  the  first s ta tem en t w eek in  
A p ril, the  banks’ average cash ra tio  fell briefly below  the  legal 
l im it ( th is  deficiency, how ever, was m ade good in  subsequent

w eek s) , and d u rin g  the m o n th  the  ch artered  and  savings banks 
again  borrow ed fro m  the B ank  of C anada fo r th e  first tim e 
since early January . A t the sam e tim e, the  banks’ to ta l ho ld ­
ings of g ov ernm en t securities declined substantia lly , an d  in  
m id -A p ril w ere 8.1 p e r  cen t below  the  D ecem ber 28 level. 
In  p rep a ra tio n  for the  co m ing  in to  effect a t the  end  of th is 
m o n th  of secondary com m ercia l ban k  reserve requ irem en ts  
( in  the  fo rm  of T reasury  bills and  day-to-day lo a n s) , the sh ift 
in  the  com position  of the  chartered  banks’ hold ings of gov ern ­
m en t securities co n tinued , w ith  T reasury  bills accoun ting  for 
a lm ost 23 p e r  cen t of such hold ings on A p ril 18, as against 
less th an  14 p e r  cen t a t the  en d  of 1955. D ay-to-day loans,
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how ever, d ro p p ed  sharply  to  a  reco rd  low  in  th e  first h a lf  of 
the m on th . G o v ern m en t bo n d  yields co n tin ued  to  rise in  A p ril, 
an d  th e  th ree  m o n th s’ T reasury  b ill ten d e r ra te  reached a post­
w ar h ig h  o f 2 .89 p e r  cen t o n  A p ril 26. O n  A p ril 23 th e  
ch artered  banks raised  by Vl p e r  cen t m ost loan  rates; the  
p rim e  com m ercial ra te , w h ich  h ad  rem ained  unchan ged  since 
1953, thus rose fro m  4^2  to  5 an d  som e o th e r rates reached th e  
sta tu to ry  m ax im u m  o f 6  p e r  cent.

In  th e  U n ited  K in g do m , th e  C hancello r o f th e  E xchequer, 
in  h is bu d g e t m essage fo r th e  1956-57 fiscal year (d iscussed 
elsew here in  th is  R e v ie w ) ,  announced  a  series o f m easures 
in ten ded  to  s tim u la te  p riv a te  savings. T hese include: ( 1 )  a 
new  seven-year Savings C ertificate, w ith  a y ield  to  m a tu rity  
o f 4 .20  p e r  cent, com pared  w ith  th e  cu rren t ten-year, 3.05 p e r  
cen t issue; ( 2 )  a new  AVl p e r  cen t D efense B ond issue, w ith  
a 5 p e r  cen t tax -free bonus if  he ld  fo r ten  years, w h ich  com ­
pares w ith  the  cu rren t 4  p e r  cen t issue carry ing  a  3 p e r  cen t 
p rem iu m ; ( 3 )  ex em p tio n  fro m  incom e tax  o f the  first £15 
o f  in te rest accruing fro m  P ost Office Savings; an d  ( 4 )  crea tion  
o f a £1 p rem iu m  b ond— non in terest-b earing , b u t qua lify ing  
fo r qua rte rly  p rizes o f vary in g  am ounts (so m e as h ig h  as 
£ 1 ,0 0 0 ) th a t each year w ill aggregate  4  p e r  cen t o f th e  bonds 
ou tstand ing .

F u rth e r  ev idence o f the  go v ernm en t’s in te n tio n  to  absorb  
ad d itio na l funds fro m  n o n b an k  sources is to  be  fou nd  in  the 
T reasury  an nouncem en t on  A p ril 20  o f a 250  m illio n  pou nd  
cash issue o f 3 Vl p e r cen t T reasury  Stock o f 1979-81, p riced  
a t 81, to  yield 4 .825 p e r  cent. T h e  C hancello r also announced  
th a t fo r fiscal years 1956-57 and  1957-58 th e  T reasury  w ill 
m eet, u p  to  a m ax im um  o f 7 00  m illio n  pounds, the  to ta l 
long -te rm  b o rrow ing  needs o f th e  nationalized  industries. 
R eported ly , th is  is to  g ive th e  au th o rities  g rea te r technical 
co n tro l over such b orrow ing ; th e  nationalized  indu stries  w ill 
look to  the  banks only fo r th e ir  "norm al req u irem en ts  o f sho rt­
term  cap ita l’*. T h is  m ove is likely  to  ease th e  pressure on  ban k  
advances w hich, accord ing  to  the  M arch  sta tem en t o f th e  L on­
don  clearing  banks, increased by 39 m illion  p ou nds in  th e  five 
s ta tem en t w eeks ended  M arch  21 ( th e  sam e am ou n t as in  the 
four w eeks th ro u g h  F eb ru ary  1 5 ) ,  largely because o f fu rth e r  
bo rrow in g  by  th e  na tionalized  industries  an d  o f ce rta in  sea­
sonal dem ands th a t m ore  th a n  offset reduc tions in  o th e r sectors. 
Prices o f g ilt-edged  securities generally  w ere h ig h e r d u rin g  
A p ril; th e  yield o f  2 V i  p e r  cen t Consols on  A p ril 27 closed a t 
4 .56 p e r  cent, as against 4.65 a t th e  en d  o f M arch. T h e  average 
ten d er ra te  fo r th ree  months* T reasury  bills, w h ich  had  stood 
a t 5.17 p e r  cen t a t th e  last M arch  and  first A p ril tenders, de­
clined to  5.12 on  th e  fo llow ing  tw o  ten d er dates.

T h e B ank  o f F in lan d  on  A p ril 19 raised  its d ifferen tia l d is­
count ra te  s tru c tu re  fro m  5 -7Vl p e r  cen t to  6V^-8 p e r  cent. 
T his  m ove w as taken , accord ing  to  th e  b an k ’s announcem ent, 
to  ch eck  th e  rising trend o f  prices and w ages an d  to  p u t  a 
brake on  inv estm en t an d  speculation .

T h e  p o u n d  s te rling  s tren g th ened  in  th e  N e w  Y o rk  m ark e t 
d u rin g  m ost o f A p ril b u t declined  som ew hat tow ard  th e  
end  o f the  m on th . T h e  C anad ian  do lla r also firm ed. O th e r 
developm ents inc luded  a rise in  th e  W e s t G e rm an  "liberalized  
cap ita l” m ark  an d  an  ad ju stm en t in  th e  q u o ta tio n  for the  
C hilean  peso, reflecting  the  m easures tak en  to  s im plify  the  
C hilean  exchange ra te  structure .

Sterling , reco vering  fro m  th e  w eaken ing  tendency  th a t 
m arked  th e  p e rio d  im m edia te ly  p reced in g  Easter, streng then ed  
early in  A pril. T h u s A m erican-accou nt s te rling  rose fro m  an  
A p ril 2 q u o ta tio n  o f $ 2 .8 0 1% 2 to  as h ig h  as $ 2 .8 0 3 % 2 o n  
A p ril 11, on  increased com m ercia l dem an d  in  a  m arke t influ­
enced by th e  announcem en ts  th a t B rita in ’s go ld  an d  do lla r 
reserves and  its trad e  balance h ad  developed  q u ite  favorably 
d u rin g  M arch. W h ile  the  ra te  w eakened  sligh tly  on  A p ril 12, 
it  nevertheless rem ained  ra th e r  steady in  a q u ie t m a rk e t aw ait­
in g  th e  b u d g e t p resen ta tio n  o f A p ril 17. F o llow ing  the  
budget, th e  ra te  m oved  as h ig h  as $2 .8 1 %  o n  A p ril 18. T h ere ­
after, the  ra te  declined  som ew hat an d  closed a t $ 2.802% 2  
on A p ril 30.

In  the  fo rw ard  m ark e t th e  d iscount o n  th ree  m o n ths’ s terlin g  
declined d u rin g  th e  first h a lf  o f A p ril fro m  2 % 6 cents to  
1 1 z4 q, w h ile  six  m o n th s’ s te rlin g  fluctuated  narrow ly  a t  a d is­
co un t o f ab o u t 3 %  cents. A fte r  th e  m id m o n th , how ever, in ­
creased dem and reduced  b o th  d iscounts, th e  th ree  m o n ths’ 
d iscount fa lling  to  1 2 % 2 cents and  th e  s ix  m o n th s’ to  3 % o  
cents a t the  close o f th e  m ark e t on  A p ril 30.

T ransferab le  s te rling  also rep o rted ly  m e t w ith  co n tinu ed  
good  dem and , th e  ra te  m o v ing  u p w ard  fro m  $2.7785 o n  
A p ril 2 to  a h ig h  o f $2.7865 o n  A p ril 18 an d  closing  a t 
$2.7845 on  A p ril 30. Securities s terling , a f te r  h av ing  ap p re ­
cia ted  substan tia lly  in  earlie r m on ths, fluctuated  w ith in  ra th e r  
narrow  lim its  d u rin g  A p ril, such ste rlin g  b e in g  offered a t ra tes 
ran g in g  fro m  $2.7734 to  $ 2 .78 % .

T h e  C anad ian  do lla r was q u o ted  n e a r $ 1 .0 0 % 2 d u rin g  th e  
first w eek o f the  m o n th , b u t  th e n  began  to  s tren g th en , m ov ing  
to  $ 1 .0 0 %  on  A p ril 25 , in  la rge  m easure as a  resu lt o f sub­
s tan tia l investm en t dem and.

T h e  W e s t G e rm an  "liberalized  cap ita l’* m ark , a fte r h av in g  
been  q u o ted  fo r som e tim e a t be tw een  23.65 and  23.74 cents, 
rose sharply  on  A p ril 4  to  23.81. A  ra th e r sm all supp ly  o f 
these m arks, coupled  w ith  co n tinu ed  good  dem and  fo r invest­
m ents in  G erm any, repo rted ly  accoun ted  fo r the  s tren g th en ­
ing, w h ich  b ro u g h t the  ra te  above th a t fo r  the  official D eu tsche 
m ark.

T h e  C h ilean  G o v ern m en t on  A p ril 20  in tro du ced  a  new  
exchange system . W h ile  a  secondary m ark e t w ill co n tin ue  for 
a few  inv isib le  transactions, th e  m a jo r p a r t  o f exchange tran s­
actions— invo lv ing  com m ercia l im p o rts  an d  exports, G o v ern ­
m en t transactions, an d  som e inv isib le  transactions— w ill be

Exchange Rates
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m ade a t a unified  ra te  th a t w ill be  responsive to  supply  and 
d em and  forces b u t sub ject to  d iscretionary  in te rv en tio n  by the  
au tho rities  to  avoid excessive m ovem ents. F o llo w ing  th e  in tro ­

d u c tio n  o f th e  new  system , the  ra te  app ly ing  to  th e  b u lk  o f 
C h ile s  exchange transactions has been  steady a t 500-495 pesos 
p e r  U n ited  States dollar.

CURRENT BUSINESS PATTERNS

Since la te  in  1955, a fte r a year o f rap id  expansion, econom ic 
ac tiv ity  in  the  U n ited  States has ten d ed  to  level off on  a h ig h  
p la teau . W h ile  to ta l p ro d u ctio n  o f goods and  services in  the 
first q u a rte r  of 1956 rose fu rth e r  fro m  the reco rd  rate  a tta ined  
in  the  p reced in g  qua rte r, the  increase was q u ite  sm all com ­
p ared  w ith  the  gains reg istered  last year and largely reflected 
h ig h e r prices. T o  som e ex ten t, these developm ents have been  
a m ore  or less necessary consequence of the  econom y’s sw ift 
approach  to  capacity  o u tp u t d u rin g  1955, b u t because of the 
noticeab le w eaken ing  in  ce rta in  types of dem and  (p articu la rly  
fo r new  hom es and  au tom ob ile s) there  has been som e concern 
th a t a business read ju stm en t m ig h t be in  the  m aking. A t the  
sam e tim e, how ever, there have been  im pressive signs of ad d i­
tiona l s tren g th  in  the econom y— m ost notab ly  the  stepped-up  
program s of cap ital investm en t— as w ell as w idespread  ev i­
dence of un im p a ired  business and consum er confidence. 
A ccord ing  to  som e observers, these s tim u la tin g  factors are 
m ak ing  it possible fo r the  econom y to absorb the  declines in  
a few  areas w ith  a m in im u m  of d isrup tion , an d  to  avoid  the 
genera l re trenchm en t th a t in  the  p ast has o ften  follow ed 
periods of rap id  and  substan tia l g row th . Indeed, the  m ore 
im m ediate  concern  recently  has related  to  the  inflationary  
po ten tia litie s  suggested  by in tensive dem and  fo r cred it along 
w ith  co ntinued  sw ift inven to ry  bu ild -up , large-scale cap ital 
expansion, tig h t supply  conditions fo r essential m aterials, and 
p e rs is ten t p rice  increases fo r key indu stria l goods.

T e n d e n c y  T o w a r d  Le v e l in g  O u t
In  b road  ou tlin e, the  econom y seem s to  have been  ch ar­

acterized  since last sum m er by a sh ift aw ay fro m  consum er 
inv estm en t— in  new  hom es, au tom obiles, and  o th e r durab le  
goods— and  tow ard  business investm en t in  inventories and  
new  p la n t and eq u ipm ent. In  addition , th e re  have been  fu r­
th e r  gains in  co nsu m er spen d ing  fo r services and  non d urab le  
goods, and g ov ernm en t outlays have risen  som ew hat. A t the  
sam e tim e, indu stria l p rices have m ov ed  up w ard  along a w ide 
fro n t and farm  prices also have advanced a fte r reach ing  a low  
p o in t in  D ecem ber, w h ile  average re ta il prices show ed alm ost 
no  change. Since increases in  ce rta in  areas o f dem and  have o u t­
w eighed  the  declines in  som e others, gross na tio nal p ro d u c t 
advanced fro m  a seasonally ad justed  annual ra te  o f 392 b illio n  
dollars in  the  th ird  q u a rte r  o f 1955 to  397 b illion  in  th e  final 
q u a rte r and  to an  estim ated  399 b illio n  in  th e  first th ree  
m o n ths o f 1956.

M ost o f the increase in  aggregate  ac tiv ity  since th e  th ird  
q u a rte r  o f 1955 h ad  ap paren tly  been  achieved by O ctober o r

N o vem b er, since a n u m b er o f com prehensive m o n th ly  m easures 
o f business ac tiv ity  ten ded  to  level off o r decline som ew hat a fter 
early au tum n. T o ta l business sales, fo r exam ple, have show n 
only m in o r v aria tion  since last Sep tem ber, a fte r seasonal ad ju st­
m ent. R e ta il sales rose to  a p la teau  in  S ep tem ber th a t was 
m a in ta ined  d u rin g  the  balance of the year, as low er au tom o ­
b ile  sales w ere nearly  offset by increases in  o the r lines. Sales 
w eakened slightly , how ever, in  th e  open in g  m on ths o f 1956 
w h en  au tom otive  sales declined fu rth e r  an d  those of som e 
non d urab le  goods and  o f household  durab les ten ded  to  level 
off o r decline. N evertheless, to ta l consum er spend ing  has in ­
creased m oderately  fu r th e r  since th e  th ird  qu a rte r of 1955, 
largely as a resu lt of exp an d ing  outlays fo r services. C onsum er 
c red it ou ts tan d ing  has also risen  d u rin g  th is pe rio d  (o n  an 
ad justed  b a s is ) , a lth ou gh  th e  increase was m uch  less rap id  
th an  d u rin g  m ost of 1955, as the  ra te  o f in sta lm en t deb t 
repaym en t ten ded  to  catch u p  w ith  new  extensions. C red it 
g row th  has thus co n tin ued  to  su p p o rt the  h ig h  level o f co n ­
sum er spen d ing  b u t to  a lesser ex ten t th an  previously.

T h e  over-all level of ind u stria l p ro du ction , m eanw hile , 
has show n little  change fo r a n u m b er of m onths. T h e 
Federal R ese rv es  seasonally ad justed  index  clim bed  rap id ly  
fro m  m id -1954 th ro u g h  th e  th ird  q u a rte r  o f 1955 and  ad ­
vanced som ew hat fu rth e r  in  the  final th ree  m on ths o f th e  year, 
reach ing  a record  144 p e r  cen t o f the  1947-49 average in  
D ecem ber; p ro d u ction  m oved  dow nw ard  slightly  in  early 1956, 
how ever, and  the  index  fo r M arch  was estim ated  a t 142, the  
sam e as in  S ep tem ber 1955. D u rin g  th is  s ix -m onth  p e rio d  sub ­
stan tia l gains w ere recorded  in  the  o u tp u t o f m inera ls and  cer­
ta in  n on durab le  goods, w h ile  som e types o f durab les show ed 
sizable declines. T h is  d iversity , illu stra ted  in  th e  accom panying 
chart, stands in  sh arp  co n trast to  developm ents d u rin g  th e  p re ­
ced ing  h a lf year w h en  nearly  every type o f p ro d u c tio n  reg is­
tered  large gains and  th e  aggregate  o u tp u t index  increased by 
5 p e r  cent. A m on g  durab le  goods, som e of th e  largest p ro d u c­
tio n  declines d u rin g  th e  Sep tem ber-to -M arch  pe rio d  w ere fo r 
consum er item s. T hus, low er o u tp u t o f electrical goods seem ed 
to  reflect particu larly  th e  decrease in  rad io  and te lev ision  set 
p rodu ction , as w ell as th e  effects o f a p ro lon ged  lab or d ispu te . 
O n  the  o th e r hand , o u tp u t o f nonelec trical m achinery  rose co n ­
siderably , in  response to  ind u stry ’s g row in g  dem and  fo r cap ita l 
eq u ipm en t. S im ilarly , th e  decline in  transp o rta tio n  eq u ip m en t, 
w h ich  m ain ly  reflected a  m ark ed  d ro p  in  passenger car p ro ­
duction , was m od era ted  by  increased o u tp u t of a ircraft, trucks, 
and  fre ig h t cars.

In  som e lines, ind u stria l o u tp u t clearly has been  res tric ted
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by  capacity  lim ita tions. M ost notably, steel p ro du ction  has 
been  ru n n in g  a t v irtually  fu ll capacity  since last O ctober, w ith  
h ig h  backlogs ap paren tly  assuring  con tinu ed  peak  opera tions 
th ro u g h  the first h a lf o f th is year. In  p a rt, th is has been a 
resu lt o f inven tory  accum ulation  by custom ers w ho an tic ipate  
a possib le strike and  h ig h e r prices a fte r the  cu rren t labor 
con tract expires a t the  end  of Ju ne , b u t i t  also reflects the  
s tro ng  dem and genera ted  by cap ita l expansion  program s. 
O u tp u t of nonferrous m etals and  of m any types of indu stria l 
chem icals and p ap er p rodu cts  also has b een  a t capacity for a 
nu m b er of m onths. O n  the  o the r hand, p ro d u ction  of textiles 
an d  apparel, and of ce rta in  du rab le  consum er goods, has leveled 
off o r declined in  response to  sales trends.

R eflecting  the fact th a t business sales ten ded  to  fla tten  ou t 
ea rlie r th an  produ ction , inven tory  accum ulation  accelerated 
sharply  in  the fo u rth  q u a rte r of 1955 and co n tinued  a t a sub­
s tan tia l pace in  th e  open ing  m onths o f 1956. By the  end  of 
Feb ruary  the ra tio  of stocks to  sales had  risen  by 5 p e r  cen t 
fro m  its low  p o in t last sum m er, w ith  increases a t nearly  all 
stages of p ro du c tio n  and  d istribu tion . T h e  over-all ra tio  was 
n o  h ig h er th an  a year earlier, how ever, and  still below  the 
level o f the  p reced in g  few  years, suggesting  th a t m uch  of the 
recen t inventory  rise  m ay have represen ted  a ca tch ing -u p  w ith  
the  advanced ra te  o f sales. N evertheless, i t  is w idely recog­
nized  th a t th e  recen t ra te  o f inventory  increase, w h ich  has 
stem m ed  p a rtly  fro m  p rice  rises— actual an d  an tic ipated— has 
been  larger th an  can  be sustained fo r long.

A n  im p o rta n t facto r in  th e  recen t tren d  o f business activ ity  
has b een  the  m od era te  decline in  co nstruc tion  outlays. F ollow ­
in g  a  s tro ng  rise th ro u g h o u t 1954 and  m ost o f 1955, spend ing  
in  th is  area fell off som ew hat in  th e  fo u rth  q u a rte r (a f te r  
seasonal ad ju stm en t) an d  declined  fu rth e r  in  early 1956, as 
low er outlays fo r residen tia l bu ild in g  w ere only  partia lly  offset 
by  increases elsew here. T h e  declin ing  tren d  appeared  to  be

RELATIVE CHANGES IN MAJOR COMPONENTS OF INDUSTRIAL PRODUCTION
March 1955 to Soplombor 1955 Soptombor 1955 to March 1956

Par conl f or uni
Sovrcot Beard af Governor* of th« ĥ wot R**orvo Syrifa, data adlustod for Matoaal variation.

s tem m ed by the end  o f th e  first qu a rte r, how ever, as residen tia l 
outlays seem ed to  be s tab iliz ing  w h ile  ex pend itu res fo r indus­
tria l b u ild ing  and  som e o th e r types of co nstruc tion  co ntinued  
to  gain. F u rtherm ore , con tracts fo r new  construc tion  have 
been ru n n in g  w ell above a year ago fo r th e  p a st few  m onths.

In  co n trast to  the  sizable increases recorded  d u rin g  m ost 
o f last year, b o th  farm  an d  n o n fa rm  em ploym ent have g en ­
erally displayed only seasonal changes in  recen t m on ths; the  
estim ated  nu m b er o f persons o u t of w ork  has also he ld  fairly 
steady a t a level sligh tly  h ig h e r th an  d u rin g  last sum m er and 
equ ivalen t to  ab o u t 4  p e r  cen t of the  c iv ilian  lab or force, 
a fte r allow ance fo r seasonal influences. E m ploym ent in  gov­
ernm en t and in  m any service occupations has risen  fu rth e r  
in  recen t m onths, on  an  ad justed  basis, b u t th e  n u m b er o f 
w orkers in  m an u fac tu rin g  declined d u rin g  th e  first th ree  
m on ths of th is year, m ain ly  because o f cutbacks in  the  au to ­
m ob ile  industry . A t the  sam e tim e, the  w orkw eek in  m a n u ­
fac tu rin g  has been  declin ing  and was slightly  sh o rte r in  M arch  
th an  a year earlier; b u t hourly  rates of pay have advanced b o th  
in  m an u fac tu rin g  an d  in  o th e r types o f em ploym ent, thus 
p ro v id in g  an  im p o rta n t su p p o rt to  th e  slowly ris in g  tren d  
in  personal incom e.

W ag e  increases, how ever, along w ith  the  stra ins im posed  by 
capacity opera tions in  m any lines, have been  a source of con­
tinuous u pw ard  pressure on  ind u stria l prices. T h e  average 
ra te  of p rice  increases from  S ep tem ber to  A p ril, w h ile  m uch  
slow er than  in  th e  few  p reced ing  m onths, has been  en ough  to  
generate  som e ap prehen sion ; m any observers an tic ip ate  th a t 
fu rth e r  w idespread  increases w ill follow  a rise in  steel p rices 
a fte r m idyear. Prices o f fa rm  products  also have advanced in  
th e  p a st few  m onths, rev e rsing  a t least tem p orarily  th e ir  sharp  
decline d u rin g  m ost o f last year, and  ag gregate  w holesale 
prices consequently  have risen  to  th e  h ig h est level since th e  
end  o f 1951. C onsum er prices, m eanw h ile , have show n re ­
m arkably  little  over-all change, rem ain in g  w ith in  th e  narrow  
range th a t has p rev a iled  fo r several years.

Le a d in g  El e m e n t s  o f  W e a k n e s s  a n d  St r e n g t h
T h ro u g h o u t 1955 th e  m arke ts fo r new  h ousin g  and  new  

au tom obiles, w h ich  w ere co n trib u tin g  so m uch  to  th e  business 
expansion, w ere w idely  regard ed  as p o ten tia l sources o f w eak­
ness fo r th e  econom y. W h ile  consum er sp end ing  in  b o th  these 
areas has declined since last S ep tem ber, p lay ing  a  m a jo r p a rt 
in  slow ing  the  econom y’s ra te  o f advance, these declines 
recently  have show n som e signs o f com ing  to  a halt. T hus, 
d u rin g  th e  past few  m on th s  th e  value o f con tract aw ards fo r 
residen tia l b u ild in g  has b een  ru n n in g  w ell ahead  o f th e  late 
1955 pace, a f te r  seasonal ad justm en t, and  som ew hat ahead  o f 
a year ago as well. M oreover, w h ile  th e  year-long dow nw ard  
trend  in  n ew  h o u sin g  starts co n tinu ed  d u r in g  th e  o pen ing  
m on ths o f th is  year, th e  m on th -to -m o n th  declines in  outlays 
fo r residen tia l b u ild in g  w ere becom in g  progressively  sm aller.
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In  p a rt, the  d o w n trend  in  bu ild in g  d u rin g  the  la tte r p a rt of 
1955 seem s to  have stem m ed  fro m  the  lesser av ailab ility  of 
m ortgage m oney an d  th e  som ew hat m ore  restric tive  dow n­
paym en t an d  m a tu rity  te rm s requ ired  by Federal agencies th a t 
u nd erw rite  hom e m ortgages; sim ilarly, th e  recen t leveling  
tendency m ay be  traced  in  som e m easure to  th e  easier avail­
ab ility  of m ortg age funds early  th is  year and  th e  resto ra tion  
in  Jan uary  o f m o re  libera l term s on  Federally  guaran teed  and 
insu red  m ortgages.

M uch  larger in  do llar term s th an  the  decline in  hom e b u ild ­
in g  since last sum m er has b een  the  reduc tion  in  consum er 
outlays fo r au tom obiles; b u t in  th is area, too, there  are som e 
ind ications th a t th e  d o w n tu rn  m ay have ru n  m uch  of its 
course. N e w  car sales show ed a seasonal u p tu rn  d u rin g  F eb ru ­
ary and  M arch, and  an  active dem and  has been  rep o rted  for 
used cars. M oreover, th e re  is considerable op tim ism , bo th  
w ith in  and  ou tside th e  au tom obile  industry , th a t new  m odels 
to  be  in tro du ced  la te r in  th e  year w ill s tim ula te  consum er 
dem and. D ealers’ inven to ries  o f n ew  cars cu rren tly  are very 
high , b u t the  sharp  rise since last au tu m n — w hich  apparen tly  
resu lted  in itia lly  fro m  an overestim ate o f sales possib ilities for 
th e  new  m odels offered a t th a t tim e, an d  w h ich  co n tinued  in  
early  1956 desp ite  substan tia l cutbacks in  p ro d u c tio n — seem s 
to  have been  checked in  M arch. T h e  possib ility  o f a fu rth e r 
seasonal s tren g th en in g  o f sales has g iven  rise to  hopes of 
res to rin g  a  m ore  no rm al re la tio n sh ip  be tw een  stocks and 
sales, a lth ou gh  fu rth er, m ore-than-seasonal o u tp u t cuts m ay 
still occur. Last m on th , lead ing  m anufactu re rs  announced  a 
fu rth e r  p a rin g  o f p ro d u c tio n  p lans fo r the  A p ril-Ju n e  quarter, 
scheduling  ab ou t 25 p e r  cen t few er assem blies th an  in  the 
co rrespon ding  m on ths o f 1955.

A lso receiv ing  m uch  a tte n tio n  in  recen t m on th s as a "soft 
sp o t” in  the  econom y has been  th e  reduced  level o f farm  
incom e. H ere , too, th e  decline th a t has con tinu ed  fo r several 
years has show n signs o f h a lting , a t least tem porarily . F arm  
prices have s treng then ed  noticeab ly  since D ecem ber, and, w hile 
th is  advance has been  pa rtly  seasonal, i t  m ay also denote a 
m ore  fu nd am en ta l change in  trend . T o  som e ex ten t, the  price  
advances have reflected th e  m ark e t s response to  G o vern m en t 
efforts a im ed a t bo ls te rin g  ag ricu ltu ra l incom e. Early in  1956 
Federal buy ing  he lped  to  stren g th en  m eat prices, w h ile  in  
A p ril the  A d m in is tra tio n  an nounced  h ig h e r su p p o rt levels for 
several basic crops.

C oun terbalanc ing  the  w eakness since last S ep tem ber in  the 
areas n o ted  above, som e o th e r types o f activ ity  have reg istered  
appreciab le  increases. M ost no tab le , b o th  fo r the size o f its 
advance an d  the  stra teg ic  n a tu re  o f such spend ing , has been  
the  upsurge  in  business outlays fo r new  p la n t an d  equ ipm ent. 
A ccord ing  to  a G o v ern m en t survey early  th is year, outlays 
d u r in g  th e  first q u a rte r w ere estim ated  a t a seasonally ad justed  
an n ua l ra te  o f 33.2 b illio n  dollars; th is  was som e 3 V i b illio n  
m ore  th an  in  th e  th ird  q u a rte r  o f 1955 an d  m ore  th an  15 p e r

cen t above th e  ra te  fo r 1955 as a w hole. B usinessm ens p lans 
-ind ica ted  an  ad d itiona l rise  to  an  an nual ra te  o f 35.3 b illio n  
in  the  second q u a rte r an d  a slig h t fu rth e r  advance in  the  
second ha lf o f 1956. T hese  investm en t increases, ac tual and  
p lanned , w h ich  have b een  repo rted  fo r nearly  all m a jo r in d u s­
tries, strongly  a tte st to  a h ig h  level o f business confidence n o t 
only in  im m ediate  sales prospects, b u t also w ith  rega rd  to  a 
m ore ex tended  fu tu re  period .

L arger go v ern m en t outlays fo r goods and services, especially 
by State and local au tho rities , also have b een  a source o f 
s tren g th  to  the  econom y. M oreover, a som ew hat h ig h e r b u d ge t 
fo r Federal spen d in g  in  the  com ing  fiscal year, and  the  p rospec t 
o f co n tin u in g  expansion  a t th e  S tate  and  local level, m ake 
fu rth e r  increases in  gov ern m en t ex pend itu res likely d u ring  
the rem ainder o f the  year. T hese m ay p ro v id e  particu larly  
im p o rta n t su p p o rt in  such areas as m ilita ry  hardw are and 
heavy construction .

Finally, con tinued  g ro w th  in  consum er spend in g  fo r services 
and non durab le  goods has co n trib u ted  substan tia lly  to  th e  
econom y’s h ig h  level o f ac tiv ity  in  recen t m on ths, show ing  
increases th a t m ore  th an  offset th e  d ro p  in  outlays fo r d u rab le  
goods, w h ich  m ainly  reflected  low er n ew  car sales. T h is  
up w ard  tren d  in  to ta l consum er outlays d u rin g  a p e rio d  o f 
general leveling-off in  business activ ity  illustrates forcefully  
the  susta in ing  influence o f such spend in g  on  econom ic grow th . 
A n  encourag ing  in d ica tion  o f co n tinu ed  large  outlays w as 
pro v id ed  recently  by th e  Survey o f  C onsum er Finances, spo n ­
sored by the  B oard  o f G overnors o f th e  F ederal R eserve Sys­
tem , w h ich  p o in ted  to  a s tro n g  financial p o s itio n  fo r  con­
sum ers, w idespread  confidence in  the  business ou tlook , an d  a  
h ig h  level o f spend ing  in ten tion s  fo r th is  year.

Co n c l u s io n
D esp ite  the  leveling-off in  over-all business ac tiv ity  and 

the ex tensive inven to ry  accum ulation  d u rin g  th e  pa st several 
m on ths, the  recen t p e rio d  m ay w ell have b een  one o f  hesita tio n  
in  the  econom y’s advance ra th e r th a n  a  p eak  fro m  w h ich  
substan tia l declines m u st follow . For, w h ile  th e  d ow n tu rns  
in  au tom obile  sales and  in  hom e b u ild in g  as w ell as th e  w eak­
en in g  last year in  farm ers’ incom e und oub ted ly  g enera ted  som e 
dow nw ard  pressures on  th e  econom y a t large, th e re  have also 
been po w erfu l u pw ard  forces genera ted  by ex pan d ing  business 
cap ital outlays an d  m o d era te  s tren g th  in  o th e r m a jo r sources 
of final dom estic dem and. F oreig n  dem and  has also b een  a 
s tim u lan t, b o th  to  h ig h  ac tiv ity  an d  ris in g  prices. T hese factors 
lend  su p p o rt to  th e  v iew  th a t aggregate  final dem and m ay be 
w ell sustained  in  th e  m o n ths  im m ediate ly  ahead.

T h ere  has been  little  ev idence th a t inventories in  general 
are cu rren tly  too  h igh , b u t th e  rap id  g row th  o f stocks in  recen t 
m on ths— against a backg rou n d  o f little  ch ange in  sales— has 
aroused concern  th a t accum ulation  m ig h t p roceed  too  fa r an d  
th en  slow  dow n abrup tly . A  fu rth e r  an d  re la ted  source o f
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ap p rehen sio n  d u rin g  recen t m o n ths has been  the  persis ten t 
advance in  indu stria l prices. N evertheless, to  th e  ex ten t th a t 
p rice  increases have reflected dem ands p u sh in g  against capacity 
lim ita tions, the  cu rren t expansion  o f p rodu ctive  facilities m ay

in  tim e relieve som e o f the  up w ard  pressure. In  ad dition , th e  
recen t tig h ten in g  o f c red it and  co n tin ua tio n  o f strongly  com ­
p e titiv e  conditions in  re ta il m arke ts m ay ex ert a restra in in g  
effect on  b o th  p rice  an d  inven to ry  increases.

RECENT STERLING AREA DEVELOPMENTS

T h e recovery of s te rling  in  the past few  m on ths has been 
m ain ly  a response to  the  m easures o f financial re s tra in t th a t 
w ere adop ted  by the  B ritish  and o th e r s te rling  area au thorities  
in  1955 an d  in  early 1956. T h e  official sterling-dollar 
exchange rate, w h ich  h ad  d rop p ed  close to  the  low er su pp o rt 
level o f $2.78 in  Janu ary  and F ebruary  1955, and again  in  
th e  sum m er m on ths, has now  been  above p a r  fo r six m on ths 
and is cu rren tly  the h igh est since A u gu st 1954. T ransferab le  
sterling , w h ich  can be converted  in to  dollars by fo re ign  holders 
in  m arkets outside the  s te rlin g  area,1 has fo r som e tim e been 
qu o ted  above $2.78, th e  B ank o f E ng lan d’s low er sup po rt 
lim it fo r A m erican-account s terling . A t the sam e tim e, 
th e  rise  in  B rita in ’s go ld  and  do llar reserves d u rin g  the first 
th ree  m on ths o f th is  year has already m ade good ab ou t one 
fo u rth  o f last y e a rs  drain . Finally, and  perhaps m ost im p o r­
tan t, th is recovery has been  achieved w ith o u t any backtrack ing  
fro m  th e  degree of trade and  paym ents libera liza tion  th a t had  
been  a tta ined  in  1953 and  1954 p rio r  to  th e  re-em ergence of 
s te rlin g  difficulties.

Ec o n o m ic  Ex p a n s i o n  A m id  St r a in s
T h e  recen t s terlin g  difficulties have differed basically from  

those of the crisis year of 1947, the  devalua tion  year of 1949, 
and  the  post-K orea infla tionary  ou tb reak  of 1951. W h ereas the  
difficulties o f the th ree  earlie r periods had  o rig ina ted  largely 
in  inflationary  pressures th a t in  g rea ter o r less degree afflicted 
all pa rts  o f th e  s te rlin g  area, the  cu rren t stra ins have em anated  
to  a m uch  larger ex ten t fro m  B rita in  alone.

In  1955 B rita in  p roduced  m ore th an  a t any o th e r tim e in  
its history, b u t beneath  th is buoyancy lay an im balance be­
tw een the rates at w h ich  p rod u ction  and  aggregate  ex p en d i­
tu re  w ere expand ing . U n d e r th e  im pact of rap id ly  grow ing  
business investm en t in  fixed cap ital and  inventories and, to  a 
lesser degree, a risin g  level of consum er buying, the  to ta l in ­
crease in  ex p end itu re  last year was one-fifth  larger th an  in  p ro ­
duc tion . As a result, im p o rts  rose sharply  to  m eet the  expanded 
dem and  fro m  the  hom e econom y, an d  ex portab le  goods w ere 
d iverted  to  the  hom e m arke t, thereby  sw ing ing  the  balance of 
paym ents fro m  surplus to  deficit. T h is  was accom panied by 
o th e r  fam ilia r signs o f stra in . Jo b  vacancies in  industry , w h ich  
had  b een  ab o u t equal to  the  to ta l n um b er o f unem ployed  early 
in  1954, rose to  m ore  th an  double th a t n u m b er last sum m er

1 For a brief discussion of transferable sterling, see "Recent Develop­
ments in Foreign Exchange and Payments Policies’*, Monthly Review, 
December 1955.

w hen u nem ploy m ent d ro pp ed  to  less than  1 p e r  cen t o f the  
nu m b er of em ployed. T h e  increase in  wages and prices was 
accelerated, the rise in  1955 b e ing  m ore  th an  ha lf again  as 
rap id  as th a t of th e  p rev ious year and  larger th an  in  m ost o f th e  
countries th a t are B rita in ’s m a in  co m petito rs  in  w orld  trade.

A m ong  the  overseas s terlin g  area countries, on  the o ther 
hand, a considerable degree o f econom ic s tab ility  prevailed . 
A lm ost everyw here incom e was increasing  u n d er the  sp u r of 
generally  favorable com m odity  exports an d  ex pand in g  dom es­
tic outlays, an d  only in  such countries as A ustralia , N ew  
Z ealand, and South  A frica was th e re  any questio n  of the  ex­
pansion  be ing  a t too  rap id  a pace. In  these coun tries  re s tra in t 
m easures, p rincip ally  the tig h te n in g  o f m onetary  policy, 
w ere ad opted  by the  au tho rities  to  cu rb  in flationary  pressures 
and r ig h t the  balance o f paym ents; A u stra lia  also had  re ­
course to  fu rth e r  d irec t im p o rt contro ls, and  Sou th  A frica 
established contro ls on  o u tw ard  flows o f Sou th  A frican  capital.

St e r l in g  A r e a  T r a d e  a n d  P a y m e n t s
T hese co n trastin g  trends w ith in  th e  ste rlin g  area in  1955 

b ro u g h t ab ou t a no tab le  change in the  p a tte rn  o f trad e  and 
paym ents th a t had  been  established a fte r  th e  area’s balance-of- 
paym ents difficulties o f 1951. F rom  1952 to  1954 B rita in ’s 
balance of paym ents on  cu rren t account h ad  show n  deficits 
w ith  non ste rlin g  countries, b u t these deficits h ad  been  m o re  
than  offset by the  surpluses o f the  rest o f the  s te rlin g  area w ith  
the  non ste rlin g  w orld , inc lu d ing  its sales o f new ly m in ed  
go ld  in  London. A s a result, th e  s te rlin g  area as a w hole was 
in  surplus w ith  th e  ou tside w orld , an d  i t  was largely fo r th is 
reason th a t th e  go ld  and  do llar reserves he ld  by B rita in  as 
banker for th e  w hole area rose by 1,332 m illio n  dollars in  th e  
tw o years ended  m id-1954 . In  add ition , B rita in  had  a large 
cu rren t account su rp lus w ith  th e  overseas s te rlin g  area th a t 
m ore th an  offset its deficit w ith  n o n ste rlin g  countries. Last 
year, by contrast, B rita in ’s cu rren t deficit w ith  non ste rlin g  
countries was so en larged  as to  m ore  th an  offset the  sustained 
surplus of the  overseas s te rlin g  countries, w ith  the  resu lt th a t 
the  positio n  of th e  en tire  s te rlin g  area changed fro m  a surp lus 
of 97 m illion  p ou nds in  1954 to  a  deficit of 181 m illion  
in  1955.

T h e  a lte red  po s itio n  o f s te rling  last year is th u s  largely 
explicable in  term s o f the  d e te rio ra tion  o f B rita in 's  ow n ba l­
ance o f paym en ts on  cu rren t account; th e  B ritish  deficit is 
provisionally  estim ated  a t 103 m illio n  pounds, co m pared  w ith  
a surp lus of 205 m illion  in  1954. T h is  change was b ro u g h t
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ab o u t chiefly by a 400  m illio n  increase in  im po rts— a rise of 
13 p e r  cent— of w hich  the  b u lk  was from  th e  do lla r area and 
C o n tinen ta l W este rn  E urope; th e  expansion largely reflected 
th e  increased dom estic dem and  fo r in du stria l raw  m aterials 
an d  sem ifinished goods. A lso co n trib u tin g  to  th e  over-all 
de terio ra tio n  was a 142 m illio n  po u n d  decline in  n e t receip ts 
fro m  so-called invisib le transactions, due m ainly  to  g rea ter o u t­
lays for fo reign  sh ip p in g  services and special B ritish  paym ents 
associated w ith  the  reo pen ing  of the oil refin ing facilities in  
Iran . O nly partly  offse tting  these increased paym ents was a 244 
m illio n  pou nd  rise in  B ritish  exports, p rincip ally  to  the  dollar 
area and  to o th e r n o n ste rlin g  countries. T h e  increase was 
p rim arily  accounted for by exports of m etals and en g ineerin g  
products, even thou gh  B rita in  failed  to  m a in ta in  its share of 
w orld  m arkets for these products.

T h e  change in  the B ritish  go ld  and  dollar position  fro m  a 
244 m illion  dollar surplus in  1954 to  a 642 m illion  deficit in
1955 was largely the  outcom e of th is de terio ra tion  in  B rita in 's  
balance of paym en ts on cu rren t account, a lth ough  the  recorded 
cap ita l outflow s tha t accom panied th is d e terio ra tion  also 
adversely affected its gold  and dollar reserves. O f th is change 
in  th e  gold and dollar position , about ha lf was a ttrib u tab le  
to  th e  en largem en t of B rita in ’s deficit w ith  the  dollar area. 
G o ld  and dollar paym ents to  nondo llar countries, how ever, 
also w en t u p  m ore than  500 m illio n  dollars, inc lud ing  the 
dollar cost of com m odities resold by B ritish  m erchan ts to  
W este rn  E uropean  countries; such sales, o f course, he lped  to 
reduce the  s terling  area’s deficit w ith  the E uropean  Paym ents 
U n io n  and tended  to  enhance the  usefulness o f s te rling  as an 
in te rn a tio na l currency. T hese drains on  sterling  area reserves 
w ere only partly  offset by an increase in  the  overseas s terling  
area’s com bined  gold  and  do llar surplus. W h ile  the  la tte r ’s 
d irec t surplus w ith  the  do lla r area show ed a relatively  sm all 
decline in  1955, its gold  sales in  the  U n ited  K in gd om  increased 
by over 100 m illion  dollars, to  m o re  th an  double th e  level of 
th e  years im m ediate ly  p reced ing  th e  reo pen ing  o f the  L ondon 
g o ld  m ark e t in  M arch  1954.

M o n e t a r y  a n d  Fisc a l  R e s t r a in t  M e a su r e s
T h e  infla tionary  pressures in  B rita in , w h ich  w ere largely the 

cause o f these balance-of-paym ents difficulties, w ere m e t by 
m easures o f re s tra in t th a t have becom e progressively stric ter 
an d  m ore  com prehensive. T hese  m easures have b een  d irec ted  
a t m o d era tin g  p riv a te  co n su m ption  an d  investm ent, as w ell as 
g ov ernm en t outlays, w ith  the  basic aim s o f s tab iliz ing  in te rn a l 
costs and  prices an d  o f redressing  th e  im balance in  ex ternal 
paym ents by s tim u la tin g  ex ports an d  restra in in g  im ports. A  
distinctiv e  featu re o f th e  go v ern m en t’s p ro g ram  was th e  m a jo r 
ro le assigned to  m onetary  policy, w h ich  h ad  n o t b een  re lied  
o n  to  any such significan t degree in  any ea rlie r p ostw ar pe rio d  
o f difficulty.

In  line  w ith  th is  policy, th e  B ank o f  E ng lan d’s d iscount 
ra te  in  Jan uary  and  F ebruary  1955 w as raised  in  tw o  steps

to  4  Vi pe r cent, an d  was th e n  raised fu rth e r  to  5 Vi p e r  cen t 
in  m id-F ebruary  1956, the  h igh est level since F ebruary  1932. 
T h e  increases in  the  bank  ra te  w ere accom panied  by rises in  
th e  en tire  p a tte rn  o f m a rk e t in te rest rates, w ith  th e  sh o rte r en d  
of the  rate  s tru ctu re  b e in g  particu larly  affected. T h e  y ield  o n  
th ree  m o n th s’ T reasury  bills, fo r exam ple, rose fro m  1.60 p e r  
cen t in  N o v em b er 1954 to  5.01 p e r  cen t tow ard  th e  end  o f 
A p ril 1956.

A t the  tim e  o f the  February  1955 d iscount ra te  increase,, 
contro ls over consum er cred it, w h ich  had  b een  d rop p ed  th e  
prev ious sum m er, w ere reim posed; they  w ere tig h ten ed  in  
Ju ly  1955, and again  last February. In  Ju ly  1955 th e  C hancel­
lo r of the  E xchequer requested  th a t th e  banks effect "a positive  
and significan t redu c tio n” in  advances, w h ich  had  co n tinued  to  
increase rapidly  desp ite  the  earlie r m easures to  tig h te n  cred it. 
A t the sam e tim e he  ind ica ted  th a t the  C ap ita l Issues C om ­
m ittee  w ould  be m ore critica l in  scru tin iz in g  ap p licatio ns; last 
February  the  com m ittee  was d irec ted  to  ad o p t a still m o re  
s trin gen t policy, and  in  the  fo llow ing  m o n th  the  ex em p tio n  
from  cap ital issue contro l was reduced  fro m  £50 ,000  to  
£10,000. Finally, the  au thorities  have substan tia lly  increased 
a varie ty of governm en t-con tro lled  in te rest rates, in c lud in g  
those on new  loans by th e  P ub lic  W o rk s  L oan Board, w h ich  
has financed a large p a rt  o f th e  local-governm ent hou sin g  
program s.

T he greatly  ex panded  ro le o f g ov ernm en t spend ing  in  th e  
econom y, com pared  v/ith  p rew ar years, has o f course len t added 
im portance to  fiscal policy, and  the  progressive tig h te n in g  o f 
this policy over the  past ha lf year o r so has been  a significan t 
p a rt of the over-all d isinflationary  program . W h ile  taxes, in ­
clud ing  those on personal an d  co rpo ra te  incom es w ere reduced  
u nd er the  A p ril 1955 bud get, th e  purchase tax  was increased 
in  O ctober, and d u rin g  th e  au tu m n  and  w in te r  announcem ent 
was m ade of m easures to  reduce th e  ex pend itu res o f the  pu b lic  
au thorities, inc lud ing  cuts in  m ilita ry  m anpow er, subsidies, 
and the p ro jec ted  inv estm en t p rogram s o f th e  na tionalized  
industries. In  ad dition , local au tho rities , w h ich  had  b een  b o r­
row in g  heavily fro m  th e  P ub lic  W o rk s  L oan B oard, w ere 
d irec ted  to finance as large a p o rtio n  o f th e ir  requ irem en ts  as 
possib le in  the cap ital m arke t. In  m id-F ebruary , m oreover, th e  
C hancellor announced  a red uc tion  in  ce rta in  allow ances u n d er 
w h ich  tax  relief had  b een  p ro v id ed  to  encourage p riv a te  in ­
vestm ent. Finally, in  h is b u d g e t fo r fiscal year 1956-57, he  a n ­
nounced  fu rth e r  m easures to  b r in g  aggregate  go v ern m en t 
ex pend itures ( in c lu d in g  those o f th e  na tionalized  in du stries) 
closer in to  balance w ith  revenues th a n  a t  any tim e since 
1950-51. T hese m easures inc luded  th e  e lim in a tion  o f th e  
b read  subsidy, h ig h e r taxes o n  business profits, tobacco, and  
som e beverages, and  a genera l rev iew  o f all dep artm en ta l ex ­
pen d itu res  w ith  th e  a im  o f  redu c ing  th em  by  a t least 100 m il­
lion  pounds fro m  b u d g e t estim ates. In  add ition , th e  C hancellor 
announced  m easures to  s tim u la te  p riv a te  savings, in c lud ing  a 
novel sm all-den om ina tion  b o n d  issue w ith  lo tte ry  features.
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W h ile  i t  is, o f course, s till too  early to  assess th e  im pact of 
th e  new  budget, the fiscal and  m onetary  m easures adopted  
since early 1955 have clearly he lped  to  restra in  th e  boom  
prim arily  th rou g h  the  change th a t they  have effected in  B ritish  
m onetary  conditions. W hereas  th e  m oney supply  increased 
rap id ly  u n til the  b eg in n in g  o f 1955, last year i t  n o t only ceased 
to  grow  b u t actually declined ; how ever, th e  velocity  o f th is 
d im in ish ed  m oney supply  seem s to  have increased.

T h e  decline in  bank  deposits th a t und erlay  th is  tig h ten in g  
in  B rita in ’s m onetary  conditions is a ttr ib u tab le  largely to  the  
liq u id a tio n  of bank  investm ents and, to  a sm aller ex tent, to  a 
decline in  advances. Partly  offsetting  th is  decline in  invest­
m en ts  and advances was a considerable increase in  the  London 
clearing  banks’ cash and  m oney m ark e t assets, chiefly th e  latter. 
T reasury  b ill hold ings of th e  clearing  banks w ere alm ost 100 
m illio n  pounds h ig h er in  m id-M arch  1956 th an  a year earlier; 
th is  rise appears to  have been  largely th e  outcom e o f the  
T reasu ry ’s budgetary  deficit and w h at was, in  effect, the  financ­
in g  of repaym ents of bank  advances to  the  na tionalized  gas 
and electricity  industries p rim arily  th ro u g h  increases in  the 
go v ern m en t’s floating  debt. Even a fte r the  redu c tion  in  bill 
h o ld ings d u rin g  the  first q u a rte r o f 1956, w h en  the T reasu ry ’s 
tax  receip ts w ere seasonally h ig h  and its cash p osition  was in  
surplus, the  banks’ liqu id ity  ratios w ere appreciab ly  h igh er 
th an  they  had  been  a year earlier. As a consequence, the  ques­
tio n  has recen tly  been  w idely discussed in  B ritish  financial 
circles as to  w h e th e r th e  g o v ern m en t’s financial policies, and 
especially its d eb t m anagem ent, are as yet fully adequate  fo r 
th e  m ain tenance o f m on etary  contro l.

P r o b l e m s  a n d  P r o spe c t s
T his relatively h ig h  liq u id ity  o f th e  b an k in g  system  u n ­

doubted ly  presen ts a  p ro b lem  th a t has yet to  be dealt w ith , 
a lthough  the  cash offer on  A p ril 25 o f 3 Vz p e r  cen t T reasury  
Stock carry ing a gross red em p tio n  y ield  o f 4.825 p e r  cen t 
is an  ind ica tion  o f th e  g o v ern m en t’s d e te rm in a tio n  to  deal 
w ith  th e  p rob lem  o f sh o rt-te rm  debt. Basically, B rita in ’s 
p rob lem  is to  restra in  dom estic spen d in g  so th a t in te rn a l costs 
an d  prices can be reasonably s tab ilized  and  th e  co un try ’s 
in te rn a tion a l paym ents p o sition  streng thened . In  achieving 
th is  goal th e  au thorities  are facing  th e  n eed  n o t only o f 
res tra in ing  consum er an d  g ov ern m en t ex pend itu res b u t also o f 
cu rb in g  investm en t o n  w h ich  B rita in ’s lon g er-run  position  in  
th e  w o rld  econom y— and indeed  its genera l w ell-being— is 
dependent. T hey  are consequen tly  co n fro n ted  by th e  delicate 
task  o f cu rb in g  the  boom  w h ile  a t th e  sam e tim e  m a in ta in in g  
conditions conducive to  fu rth e r  g ro w th , in  w h ich  an  increase 
in  p riv a te  dom estic savings m u s t p lay  a lead ing  role.

I t  appears fro m  several sensitive ind icators o f econom ic 
conditions th a t th e  g ov ernm en t’s financial policies are bearing  
fru it. T h e  s tren g th en in g  o f th e  s terling -do lla r exchange ra te  
has already been  m en tio ned ; th is  was accom panied d u rin g  
F ebruary  an d  M arch  by a decline in  B rita in ’s trad e  deficit to

the  low est level in  nearly  a year, m uch  o f the im pro v em en t 
be in g  a ttrib u tab le  to  a rise in  exports to  record  heights. A s 
a resu lt o f th is basic im provem en t, and  also because o f th e  
seasonal dem and fo r s te rling  area exports, go ld  and  do llar re ­
serves have been  ris in g  steadily  in  1956. T h ere  are indications, 
too, th a t som e o f the  special balance-of-paym ents factors th a t 
opera ted  to  B rita in ’s d e trim e n t in  1955 w ill n o t be repeated  in  
1956. A m o ng  these is the  possib ility  th a t the  b e tte r  balance 
in  th e  B ritish  econom y w ill lead to  th e  closing-out o f bear 
positions in  s te rling  and  th e  rebu ild in g  o f fo reign-he ld  sterling  
balances.

O n  the o th e r hand , as th e  B ritish  G o v ern m en t’s E con om ic  
Survey  fo r 1956 has p o in ted  out, B rita in  last year m issed an  
exceptionally  favorable op p o rtu n ity  to  s tren g th en  its in te rn a ­
tio na l position . T h e  w o rld  level o f dem and  fo r B rita in ’s tra d i­
tiona l exports o f the  m e ta l-w ork ing  and  en g in ee rin g  indu stries  
was perhaps never h igh er. Y et, desp ite  th e  increase in  its ow n 
exports, an  en larged  share of w orld  m arke ts  w as tak en  u p  by 
B rita in ’s ch ief com petito rs, inc lu d in g  G erm any  an d  Japan . 
T h e  U n ited  States balance o f paym ents again  resu lted  last year 
in  ne t dollar ou tpaym ents of ab o u t 1.5 b illio n  dollars to  the  rest 
o f the  w o rld ;2 nevertheless, B rita in ’s reserves declined  w h ile  
those o f C o n tin en ta l E urope co n tinued  th e ir  rap id  bu ild -up .

F urtherm ore , w h ile  the  recen t u p tu rn  in  B rita in ’s gold  and 
do llar reserves seem s basically to  reflect a genu ine  im pro v e­
m e n t in  its in te rn a tio n a l position , i t  is undo ub ted ly  also 
a ttrib u tab le  in  p a rt  to  pu re ly  seasonal factors th a t in  the  past 
have o ften  been  reversed la te r in  the  year w h en  dollar im p o rts  
rise and  paym ents on  the  U n ited  States an d  C anad ian  postw ar 
loans fall due. S ubstan tia l n e t go ld  and  do lla r receip ts are 
there fo re  needed  in  the  first h a lf of th e  year n o t only to  off­
set a possib le n e t ou tflow  in  th e  second half, b u t also to  
rebu ild  the  reserves fro m  th e  low  level a t  w h ich  they still 
stand. T h e  p ro b lem  o f reb u ild in g  th e  reserves is rendered  
even m ore difficult by B rita in ’s po litical co m m itm en ts  abroad, 
am ong  w h ich  th e  m o st im p o rta n t are  th e  m ain tenance  o f 
arm ed forces on  th e  C o n tin en t an d  elsew here and  the  supp ly ­
in g  of cap ita l to  th e  overseas s te rling  area.

In  the  face o f these prob lem s, the  B ritish  au thorities  have 
endeavored to resto re  a sustainab le balance to  th e  econom y, 
dom estically as w ell as in te rna tiona lly , an d  to  secure th e  con­
d itions necessary fo r its  lo ng -run  g row th . N o t  only  have they  
ad op ted  th e  rem ed ia l m easures th a t they  regarded  as ap p ro ­
p ria te  u n d er th e  circum stances, b u t they  have also re in fo rced  
and  b roadened  them  w h enev er ea rlie r efforts d id  n o t ap p ear 
to  be o b ta in ing  th e  desired  results w ith  sufficient speed. T h e  
long -run  objective o f these efforts has been  w ell expressed in  
the  C hancellor o f th e  E xchequer’s recen t b u d ge t speech, as 
well as in  the  g o v ern m en t’s E con om ic Survey  fo r 1956, w h ich  
concludes:

This programme of disinflation is disagreeable but neces­
sary: carried through with determination, and with the

2 See "Trends in International Reserves and Payments in 1955*’, 
Monthly Review, February 1956.
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understanding of the country, our economy will emerge 
stronger and safer, and we can look forward to a steady 
advance in the standard of living thereafter.

T h e  reco ncilia tion  w ith  th is objective of the m any ob liga­
tions w ith  w hich  B rita in  is faced is indeed a challeng ing  task. 
T he d e te rm in a tio n  w ith  w h ich  the  B ritish  G o vern m en t is

appro ach ing  th is task is clearly a m a tte r  th a t transcends the  
in terests o f the  sterling  area alone. F or the  co n tin u a tio n  o f 
the m ov em en t tow ard  freer trade  and paym ents th a t has devel­
oped  in  recen t years depends in  large m easure on  the  s te rling  
area's stab ility  and p rosperity .

SURVEY OF BUSINESS LOANS AT MEMBER BANKS 
IN THE SECOND DISTRICT

A  survey of business len d ing  a t m em b er banks in  the 
Second D istric t, conducted  last O ctober 5, ind icated  th a t b e ­
tw een  th a t date and  N o v em b er 2 0 ,1 9 4 6 , w h en  a sim ilar survey 
w as conducted, the n u m b er o f business borrow ers a t m em ber 
ban ks  in  the  Second D is tric t had  m ore  than  doubled , th a t the  
rela tive im po rtance of the  various in du stria l g roups am ong 
b a n k  borrow ers had  sh ifted  significantly, and  th a t the size of 
th e  average business loan had  increased. T h e  survey also show ed 
th a t in te rest rates on  m ost types of business loans w ere h ig h er 
in  1955 th an  1946, th a t th e  p ro p o rtio n  of te rm  loans to to tal 
loans had  declined som ew hat, an d  th a t the  p ro p o rtio n  of co r­
p o ra te  and  non corpora te  firm s am ong business borrow ers had  
show n little  change.

H istorically , one of the  p rim ary  functions of the  com m ercial 
Ibanking system  in  th is  co untry  has been  to  supply  a substan tia l 
p a rt  o f the  w o rk in g  cap ita l needs o f com m erce and  industry  
th ro u g h  loans to  business. Since th e  end  of W o rld  W a r  II, 
th e  vo lum e o f such loans m ade by com m ercial banks has 
ex panded  trem endously. I t  has been  possible to  fo llow  the  size 
and  tren d  of th is  ex pansion  th ro u g h  da ta  p rov id ed  in  m em b er 
b a n k  co nd itio n  reports. L im ited  in fo rm atio n  has also been  
av ailab le  on  loans to  large businesses by  type o f industry  and 
on average in te rest rates fro m  a few  large banks. B u t such 
reports p rov id e no  in fo rm atio n  for the  g rea t bu lk  of business 
loans on  th e  size o r business o f borrow ers, the  size o r m a tu ri­
ties o f ind iv idu a l loans, o r even the  num bers of loans m ade. 
T o  ob ta in  in fo rm atio n  o f th is na ture , the  Federal R eserve 
System  has in  th e  last fo u rteen  years m ade th ree  m a jo r surveys 
o f business len d ing  a t m em ber banks th ro u g h o u t the country ; 
th e  first was conducted  in  the  sp rin g  o f 1942,1 the second as 
o f N o v em b er 20, 1946, and  the  th ird  as of O ctober 5, 1955. 
T h e  tab u la tion  of p a rt  of the  1955 survey data  has recently  
been  com pleted . T h e  rem ainder o f th is article describes the 
m anner in  w h ich  th e  m ost recen t survey was conducted  in  th is 
D is tr ic t and  outlines som e of th e  m a jo r changes th a t the  su r­
vey and  the  co nd itio n  reports  ind icate  have occurred in  com ­
m ercial len d ing  in  th is  D is tr ic t since the  end  of the  w ar. 
A rticles in  subsequent issues o f th is R ev iew  w ill discuss the 
in fo rm atio n  ob ta ined  in  the  O ctober survey on  loan  m atu rities, 
in te rest rates, and  co llateral and  on  th e  size, type o f business, 
an d  location  of borrow ers.

1 The data gathered in the first surrey are not strictly comparable 
with those collected in the second and third surveys.

Su rvey o f  C o m m e rc ia l L o a n s  

In  the O ctober 1955 survey, reports  w ere received fro m  all 
m em ber banks in  the Second D is tr ic t w ith  to ta l deposits o f 
50 m illion  dollars o r m ore and, as T ab le  I shows, fro m  a sizable 
rep resen ta tion  of the sm aller banks. In  selec ting  the  sam ple of 
the sm aller banks to  be inc luded  in  the  survey, all m em b er 
banks w ith  deposits of less th a n  50 m illio n  dollars w ere 
g roup ed  according to  geographic location  an d  th en  subgrouped  
according to  the volum e of th e ir  to ta l deposits an d  th e  re la­
tive im po rtance  o f th e ir  com m ercia l lend ing . F ro m  each sub ­
group ing , a sufficient sam ple of banks was d raw n  a t random  
to  p e rm it an adequate analysis o f com m ercial len d ing  fo r each 
of the size-groups o f banks show n in  th e  table. In  th e  ag gre­
gate, reports w ere received fro m  267 m em ber banks w h ich  
held  97 pe r cen t of a ll com m ercia l loans o u ts tan d in g  in  th e  
Second D is tric t on  Ju ne  30, 1955.

T h e  banks in  the survey w h ich  had  to ta l deposits o f less 
than  10 m illion  dollars su b m itted  detailed  in fo rm atio n  on  
every one o f th e ir  com m ercial loans o u ts tan d in g  on  O c to ber 5, 
1955, w h ile  banks w ith  to ta l deposits o f 10 m illio n  to  100 m il­
lion  dollars su b m itted  data  on  each ind iv idual com m ercia l loan  
of $100,000 o r m ore and  on  one six th  o f th e ir  sm aller com ­
m ercial loans. T h e  largest respondents p rov id ed  da ta  on  each 
loan of 1 m illion  dollars o r m ore  and  on every s ix th  loan  o f 
less th an  1 m illion  dollars. In  ail, the  267 m em b er banks in  
the survey prov ided  detailed  in fo rm atio n  on ap prox im ate ly
40,000 ind iv idual loans.

T a b l e  I

N u m b e r  o f  B a n k s  a n d  D o l l a r  V o l u m e  
o f  C o m m e r c i a l  a n d  I n d u s t r i a l  L o a n s  i n  S a m p l e  B a n k s  

C o m p a r e d  w i t h  A l l  M e m b e r  B a n k s  o f  t h e  D i s t r i c t

B a n k  s i z e - g r o u p s  ( m e a s u r e d  
b y  t o t a l  d e p o s i t s  o n  

J u n e  3 0 ,  1 9 5 5 )

N u m b e r  o f  m e m b e r  
b a n k a

C o m m e r c i a l  a n d  i n d u s t r i a l
le a n s  o u t s t a n d i n g  J u n e  3 0 ,  1 9 5 5

A l l
m e m b e r s

I n  s u r v e y  
s a m p le

M i l l i o n s  o f  d o l l a r s P e r c e n t ­
a g e  i n  

s a m p le  
b a n k s

A l l
m e m b e r s

I n  s u r v e y  
s a m p le

$ 2  %  b i l l i o n  a n d  o v e r ........... 4 4 4 , 7 2 5 4 , 7 2 5 1 0 0 . 0
$ 1  b i l l i o n  t o  $ 2 H  b i l l i o n . . . 4 4 2 , 4 6 2 2 , 4 6 2 1 0 0 . 0
$ 5 0 0  m i l l i o n  t o  $ 1  b i l l i o n . .. 3 3 5 6 6 5 6 6 1 0 0 . 0
$ 2 5 0  m i l l i o n  t o  $ 5 0 0  m i l l i o n . 8 8 5 3 5 5 3 5 1 0 0 . 0
$ 1 0 0  m i l l i o n  t o  $ 2 5 0  m i l l i o n . 2 0 2 0 3 7 7 3 7 7 1 0 0 . 0
$ 5 0  m i l l i o n  t o  $ 1 0 0  m i l l i o n . 1 9 1 9 2 4 0 2 4 0 1 0 0 . 0
$ 2 0  m i l l i o n  t o  $ 5 0  m i l l i o n . . 7 1 4 2 2 2 7 1 3 3 5 8 . 6
$ 1 0  m i l l i o n  t o  $ 2 0  m i l l i o n . . 9 9 4 9 1 2 2 6 0 4 9 . 2
$ 2  m i l l i o n  t o  $ 1 0  m i l l i o n . . . 3 3 3 7 7 1 2 8 2 9 2 2 . 7
U n d e r  $ 2  m i l l i o n ................... 7 9 4 1 8 4 5 0 . 0

T o t a l ........................... 6 4 0 * 2 6 7 9 , 3 9 0 9 , 1 3 1 9 7 . 2

* Eight banks without commercial loans were excluded.
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T r e n d s  i n  T o t a l  B u s in e s s  Le n d in g  i n  t h e  
P o s t w a r  Y e a r s

A t the  close o f W o rld  W a r  II, nearly  fo u r fifths o f the  ea rn ­
in g  assets o f all m em b er banks in  the  U n ited  States consisted 
of G o vernm en t o r "o th er” securities; loans accounted fo r the  
rem ain ing  one fifth . T o  m eet the  sustained  dem and  fo r cred it 
by v irtually  all th e  p riv a te  segm ents o f th e  econom y w hich  
developed a fte r  th e  close o f W o rld  W a r  II, th e  com m ercial 
banks d isposed o f a substan tia l p o r tio n  of th e ir  G o vernm en t 
securities and  expanded  loans to  businesses an d  consum ers 
and  loans on  real estate. C urren tly , m em ber ban k  ea rn ing  
assets in  the  ag gregate  are  d iv ided  alm ost evenly be tw een  loans 
and  investm ents.

D u rin g  the  po stw ar pe riod , business loans o f m em b er banks 
in  the  U n ited  States rose fro m  7.1 b illio n  dollars a t th e  end 
of Ju n e  1945 to  31.0 b illio n  dollars a t the  end  o f 1955, o r by 
nearly AVz tim es. By m id -A p ril 1956, the  to ta l had  risen  fu r­
th e r to  an  estim ated  32.3 b illio n  dollars. T h is  increase accom ­
p an ied  the expansion  in  p ro d u c tio n  an d  trad e  and, as the  
accom panying ch art show s, w as in te rru p te d  only th ree  tim es—  
in  1949-50, 1952, an d  1953-54. D u rin g  the  first and  th ird  o f 
these periods, the  econom y was experienc ing  inventory  l iq u i­
dations, and  w h ile  inventories w ere b e ing  reduced  to  w h at was 
considered m ore  com fo rtab le  levels, dem ands fo r bank  cred it 
contracted .

A t N e w  Y o rk  C ity  m em b er banks business loans expanded  
fro m  2.4 b illio n  to  9-7 b illio n  ddllars, o r by 304 p e r  cent, from  
Ju n e  30, 1945 to  A p ril 11, 1956. In  the  Second Federal 
R eserve D is tr ic t ou tside N e w  Y o rk  C ity  they  increased by 
465 p e r  cent. T h e  g rea test g ro w th  in  com m ercia l len d ing  a t 
D is tr ic t banks occurred in  Syracuse, A lbany, and  Buffalo. In  
the  rest o f the  country, th e  grea test re la tive gains in  co m m er­
cial len d ing  w ere in  th e  m idd le  an d  so u the rn  A tlan tic  States 
and  the w estern  p a rts  o f the  country.

Bill1 C

COMMERCIAL AND INDUSTRIAL LOANS 
DURING THE POSTWAR PERIOD
Call dates, June 30 , 1945-December 31, 1955 
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M easured in  re la tive  term s, th e  po stw ar rise in  business 
len d in g  by th e  m em ber banks has been  ou ts trip p ed  by th e  
increases in  real estate  an d  consum er loans, b u t in  actual 
am o un t business loans rose m ore  th a n  any o th e r  type o f cred it. 
In  the  N e w  Y o rk  C ity  banks, m oreover, business loans are  
vastly m ore  im p o rta n t th a n  any o th e r segm en t o f th e  banks ' 
loan  po rtfo lio , cu rren tly  accoun ting  fo r five e ig h ths o f to ta l 
loans and nearly  40  p e r  cen t o f th e ir  to ta l ea rn in g  assets; in  
th e  country  as a w hole, th e  cu rren t p ro p o rtio n s  are 43  and 22 
p e r  cent, respectively.

B etw een the  N o v em b er 1946 and  O c to ber 1955 surveys of 
business loans, th e  do lla r am ou n t o f such loans in  th is  D is tr ic t 
increased fro m  4 .6  b illio n  dollars to  10.6 b illio n  dollars, o r by 
129 p e r  cent, w h ile  th e  n u m b er o f business loans increased 
fro m  114,000 to  254 ,000, o r by  123 p e r  cent. T h e  g rea te r rise  
in  dollar am o un t th a n  in  n u m b er was due  to  a 3 p e r  cen t rise  
in  the  average size o f loans. F o r th e  coun try  as a  w hole, th e  
do lla r volum e o f business loans rose fro m  13.2 b illio n  dollars 
in  1946 to  30.8 b illio n  dollars in  1955, o r  by 133 p e r  cen t, 
w h ile  the  n u m b er o f loans rose fro m  673 ,000  to  1 ,317,000, 
o r by 96 p e r  cent. T h is  g rea te r re la tiv e  increase in  th e  do lla r 
am o un t o f business len d in g  in  the  coun try  as a w hole th an  
in  th is D is tr ic t reflected a g rea te r rise  (1 9  p e r  c e n t)  in  th e  
average size o f th e  loans ex tended. H ow ev er, desp ite  th is  
g rea te r g row th , the  average size o f loans in  th is  D is tric t 
rem ained  ab ou t tw ice as large as in  th e  co un try  as a w h o le 
because of th e  heavy con cen tra tion  in  N e w  Y o rk  C ity  o f  
large banks w ith  large legal len d in g  lim its. As o f O ctober 5y 
1955, business loans in  th e  Second D is tr ic t accounted  fo r
34.3 p e r  cen t o f th e  do lla r vo lum e o f business loans o u ts tan d ­
in g  a t all m em ber banks an d  19.3 p e r  cen t o f th e  nu m b er; th e  
respective percen tages on  N o v em b er 20, 1946 w ere 35.0 and 
16.9 p e r  cent.

C h a n g e s  Sin c e  t h e  P r e v io u s  Su r v e y  i n  B u s in e s s  
Le n d in g  b y  T y p e  o f  B o r r o w er

T able II show s the  n u m b er and  do llar am ou n t of business 
loans to  various classes of business borrow ers in  the  Second 
Federal R eserve D is tr ic t on  th e  1946 an d  1955 survey dates. 
I t  indicates th a t be tw een  1946 and 1955 there  was a ra th e r 
large sh ift in  th e  re lativ e im po rtance  o f th e  m a jo r groups o f  
borrow ers. Loans to  all classes of borrow ers increased in  bo th  
n u m b er an d  do llar am ou n t in  the  1946-55 period , b u t in  1955r 
loans m ade to  m an u fac tu rin g  and  m in in g  and to  trade  co n ­
cerns accounted  fo r a m u ch  sm aller p ro p o rtio n  of th e  to ta l 
th an  in  1946, w h ile  "o ther” types o f borrow er accounted for 
a m ore substan tia l p o rtion . T h e  increase in  loans to  service 
industries, co nstruc tion  contractors, sales finance com panies, 
and pub lic  u tilitie s  fa r exceeded th e  increases in  the  n u m b er 
and dollar am o un t o f loans m ade to  m an u fac tu rin g  and  m in in g  
concerns and trade  concerns. T o ta l loans to  th e  fo rm er g ro u p  
of industries increased by 80,000 (2 3 5  per c e n t)  in  n um b er 
and 3.1 b illion  (2 4 2  p e r  c e n t)  in  do llar am o un t fro m  1946 to
1955, accoun ting  fo r 57 p e r  cen t o f th e  increase in  the to tal
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T a b l e  I I

A c t u a l  a n d  P e r c e n t a g e  D i s t r i b u t i o n  b y  T y p e  o f  B o r r o w e r  o f  t h e  

D o l l a r  A m o u n t  a n d  N u m b e r  o f  B u s i n e s s  L o a n s  O u t s t a n d i n g  a t  M e m b e r  B a n k s  i n  t h e  

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  o n  N o v e m b e r  2 0 ,  1 9 4 6  a n d  O c t o b e r  5 ,  1 9 5 5

B u s i n e s s  o f  b o r r o w e r

A m o u n t ,  i n  m i l l i o n s  
o f  d o l l a r s

P e r  c e n t  d i s t r i b u t i o n N u m b e r  o f  l o a n s ,  i n  
t h o u s a n d s

P e r  c e n t  d i s t r i b u t i o n

N o v .  2 0 ,  
1 9 4 6

O c t .  5, 
1 9 5 5

N o v .  2 0 ,  
1 9 4 6

O c t .  5, 
1 9 5 5

N o v .  2 0 ,  
1 9 4 6

O c t .  5, 
1 9 5 5

N o v .  2 0 ,  
1 9 4 6

O c t .  5 , 
1 9 5 5

Manufacturing and mining—total.................................................... 2 , 1 8 9 4 , 5 8 4 4 7 . 5 4 3 . 4 2 3 4 6 2 0 . 2 1 8 . 0

F o o d ,  l iq u o r ,  a n d  t o b a c c o ................................................................................. 6 0 7 6 3 2 1 3 . 2 6 . 0 2 5 1 . 8 1 . 9
T e x t i le s ,  a p p a r e l ,  a n d  l e a t h e r ..........................................................................
M e t a l  a n d  m e t a l  p r o d u c t s  ( i n c l u d i n g  i r o n ,  s te e l,  a n d  n o n f e r r o u s  m e t a l s  

a n d  t h e i r  p r o d u c t s ;  e le c t r ic a l  a n d  o t h e r  m a c h in e r y ;  a n d  a u t o m o b i l e s

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

a n d  o t h e r  t r a n s p o r t a t i o n  e q u i p m e n t  a n d  p a r t s ) ................................... 6 0 7 1 , 1 2 2 1 3 . 2 1 0 . 6 5 1 1 4 . 4 4 . 4

P e t r o le u m ,  c o a l,  c h e m ic a l s ,  a n d  r u b b e r .......................................................
A l l  o t h e r  m a n u f a c t u r i n g  a n d  m in i n g  ( i n c l u d i n g  l u m b e r ;  f u r n i t u r e ;

4 5 8 1 , 2 8 4 9 . 9 1 2 . 1 2 3 1 . 8 1 . 1

p a p e r ;  p r i n t i n g  a n d  p u b l i s h i n g ;  a n d  s t o n e ,  c la y ,  a n d  g l a s s ) ............... 2 9 3 5 5 7 6 . 3 5 . 3 6 1 2 5 . 2 4 . 9

Trade—total............................................................................................. 1 , 1 5 0 1 , 6 2 7 2 4 . 9 1 5 . 4 5 7 9 5 5 0 . 0 3 7 . 2

W h o l e s a le  t r a d e  a n d  c o m m o d i t y  d e a le r s  ( i n c l u d i n g  s a le s  t o  b u s in e s s  a s
f in a l  b u y e r s ) ..................................................................................................... 8 1 7 9 3 9 1 7 . 7 8 . 9 1 7 2 2 1 4 . 9 8 . 6

R e t a i l  t r a d e ..................................................... .................. ................................. 3 3 3 6 8 8 7 . 2 6 . 5 4 0 7 3 3 5 . 1 2 8 . 6

Other—total............................................................................................. 1 , 2 7 3 4 , 3 5 7 2 7 . 6 4 1 . 2 3 4 1 1 4 2 9 . 8 4 4 . 8

S a le 3  f in a n c e  c o m p a n ie s  ( f i r m s  p r i m a r i l y  e n g a g e d  i n  f i n a n c i n g  r e t a i l
0 . 5s a le s  ̂ m a d e  o n  t h e  i n s t a lm e n t  p l a n ) ........................................................... 3 0 8 9 1 9 6 . 7 8 . 7 1 1 1 . 0

T r a n s p o r t a t i o n ,  c o m m u n ic a t io n ,  a n d  o t h e r  p u b l i c  u t i l i t i e s ..................... 5 8 1 1 , 5 7 5 1 2 . 6 1 4 . 9 5 9 4 . 4 3 . 6

S e r v i c e  f i r m s  ( i n c l u d i n g  h o t e l s ;  r e p a i r  s e r v ic e s ;  a m u s e m e n t s ;  p e r s o n a l  
a n d  d o m e s t i c  s e r v ic e s ;  a n d  m e d ic a l ,  le g a l ,  a n d  o t h e r  p r o f e s s io n a l

5 8 3 5 5 1 . 2 3 . 3 6 1 7 5 . 2 6 . 8

s e r v i c e s ) ............................................................................................................
A l l  o t h e r  b o r r o w e r s  ( i n c l u d i n g  r e a l  e s t a t e  o p e r a t o r s ,  o w n e r s ,  a g e n t s ,

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

b r o k e r s ,  a n d  s u b d i v id e r s  a n d  d e v e lo p e r s  o f  r e a l  p r o p e r t y ) ............... 1 9 4 1 , 0 7 9 4 . 2 1 0 . 2 8 4 0 7 . 0 1 5 . 8

Total, all borrowers............................................................................... 4 , 6 1 5 * 1 0 , 5 6 8 f 1 0 0 . 0 1 0 0 . 0 1 1 4 2 5 4 1 0 0 . 0 1 0 0 . 0

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  a  s m a l l  a m o u n t  o f  l o a n s  n o t  c la s s i f ie d  b y  b u s in e s s  o f  b o r r o w e r .
t  T h i s  f i g u r e  d o e s  n o t  a g r e e  w i t h  t h e  c a l l  r e p o r t  f o r  t h i s  d a te ,  s in c e  i t  i n c l u d e s  r e a l  e s t a t e  l o a n s  f o r  b u s in e s s  p u r p o s e s  a n d  e x c lu d e s  o p e n  m a r k e t  p a p e r .

n u m b er of business loans and 52 p e r  cen t of the  increase in  
the  to ta l dollar am ount.

W ith in  th is general category  of business borrow ers, the 
nu m b er of loans to  service firm s ( defined as hotels, rep a ir serv­
ices, am usem ents, personal and  dom estic services, m edical, 
legal, and o the r professional services) and the  closely allied 
bo rrow er g ro u p  en titled  ‘ all o th e r nonfinancial business” 
( com prisin g  real estate opera tors, ow ners of real estate, agents, 
brokers, subdiv iders, and  developers o f real p roperty , ag ricu l­
tu ra l services, forestry , and  fisheries) was nearly  86,000 in
1955, o r ab out fou r tim es the  1946 figure of 22,000; the  
do lla r am o un t of the loans m ade to  these groups of borrow ers 
to ta led  1,508 m illion  dollars in  1955, nearly  five tim es the 
1946 to ta l o f 326 m illion . T hese s trik in g  increases in  the 
n u m b er and  do llar am ou n t o f loans to  these groups o f b o r­
row ers reflect th e ir  g row in g  im po rtance  in  the  econom y. 
R is in g  liv ing  standards and the  h ig h  level of b u ild in g  activ ity  
h ave g iven  im petus to  the  dem and fo r consum er durab le goods 
an d  have been accom panied by an  expansion  in  the n um b er 
o f firms devoted  to  servicing and m a in ta in in g  th is eq u ipm en t. 
T h e  h ig h er liv ing  standards u nd oub ted ly  also have g iven  rise 
to  an  expansion in  the dem and fo r professional services and 
services o f various k inds th a t w ere orig inally  p e rfo rm ed  a t 
hom e. A lso, the h ig h  level o f b u ild in g  activ ity  apparen tly  has 
been  accom panied by an expansion  in  service u n its  connected  
w ith  the sale, rental, and  m an ag em en t o f real estate.

Loans to  co nstruc tion  contractors, w h ich  d irec tly  reflect the 
level o f b u ild ing  activity , ju st ab o u t tr ip led  in  n u m b er betw een

1946 an d  1955, w h ile  th e  do lla r am ou n t show ed a sixfold  
expansion, the  largest re la tive ga in  o f any indu stry  g ro u p  in  
the table. T he  nu m b er o f loans m ade to  the  tran spo rta tio n , 
com m unications, an d  p ub lic  u tility  g ro u p  d id  n o t q u ite  double 
betw een  1946 and  1955, b u t i t  d id  account fo r th e  largest 
dollar increase, 1 b illion  dollars, o f any group . Loans to  sales 
finance com panies increased only m oderately  in  num ber, b u t 
they w ere trip le  the  1946 level in  do llar am ount.

In  the m anu fac tu rin g  an d  m in in g  g roups of com panies the  
g rea test relative and  abso lu te  increases in  the  dollar am o u n t 
o f loans occurred  in  the  tex tile , apparel, an d  lea ther g ro u p  and  
in  the  pe tro leum , coal, chem ical, and  ru b b e r g ro u p  o f com ­
panies. In  bo th  these groups, the  rise in  do lla r am o u n t was 
due m ore to  increases in  the  average size o f th e  loan  th an  to  
increases in  the n u m b er o f loans ou tstand ing . In  the  food, 
liquo r, and tobacco com panies, the  do lla r am ou n t o f loans 
show ed the sm allest increase o f any g roup , 4  p e r  cent, desp ite  
a 150 p e r  cent rise in  the  n u m b er o f loans, and ind icates a 
large decrease in  the  average size of th e  loans m ade to  th is  
g rou p  of com panies. A  sim ilar decline in  the  average size o f 
loans to  com panies in  th is  field occurred  in  o th e r pa rts  o f th e  
country ; the  reasons for it  are n o t en tire ly  clear. I t  m ay be  th a t 
the rela tive stab ility  of earn ings fo r the  com panies in  these 
fields p e rm itted  them  to  finance th e ir  expansion  to  a g rea te r 
ex ten t o u t of re ta in ed  earn ings an d  sale o f cap ital issues and  
thus lim ited  th e ir  reliance u p o n  bank  cred it largely to  sea­
sonal needs. T h e  fact th a t the  1955 survey was m ade earlier 
in  the season than  the  1946 survey m ay also account, a t least 
in  p a rt, fo r the  sm aller average size o f the  loan.
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Loans to  concerns in  th e  w holesale trade  field ( in c lu d in g  
co m m odity  dealers) also show ed relatively  sm all increases in  
b o th  n u m b er and do llar am ount. In  th e  re ta il trade  field the  
increase in  the  nu m b er and  do lla r am o un t o f loans was larger 
th a n  in  the  w holesale trade  g ro u p  b u t was m oderately  less 
th a n  the  average g ro w th  in  the  n u m b er and  do lla r am o un t o f 
loans to  all types o f business concerns.

T he  1946-55 tren d  o f g ro w th  in  business loans in  the 
Second D is tric t has generally  para lle led  the  trends show n for 
the  U n ited  States as a w hole. T h e  g ro w th  in  loans to  busi­
nesses o the r th an  m an u fac tu rin g  and  m in in g  an d  trad e  has

been  som ew hat m ore  p ron o u nced  in  the  U n ited  States th an  
in  the Second D is tric t. W ith in  th is  g roup , loans to  sales 
finance com panies an d  to  service com panies expanded  a t a 
sharper ra te  in  the  rest o f the  co untry  th an  in  the Second 
D istric t, w hereas loans to  tran spo rta tio n , com m unications, and 
p u b lic  u tility  concerns increased a t a slow er rate. T he  increase 
in  loans to  w holesale trade  concerns and  food, liquo r, and  
tobacco com panies fo r the  U n ited  States also was sm all relative 
to  the  increases in  loans to  o th e r g roup s of com panies, b u t 
was som ew hat larger th an  th e  increases show n in  loans to  the  
co rresponding  groups in  th is D istric t.

D E P A R T M E N T  S T O R E  T R A D E  
B eg inn ing  th is  m o n th  the  regu la r m on th ly  article on  D e p a rtm en t Store T rade  an d  th e  accom panying deta iled  tables 

w ill no  longer ap pear in  the  M on th ly  R ev iew . A  m on th ly  analysis o f d ep artm en t sto re trade, inc lu d in g  detailed  sales 
and  inventories data, w ill be available on  request to  the F inancia l and T rade S tatistics D iv ision , R esearch D ep artm en t. 
(T h ese  data  w ill be available the  last w eek of th e  m o n th  fo llow ing  th e  m o n th  covered .) T h e  p re lim inary  estim ate of 
m on th ly  sales w ill be included in  the  w eekly press release as soon as th a t estim ate  is available. T h e  m on th ly  indexes of 
Second D is tr ic t sales and stocks w ill be pub lish ed  regularly  in  the  "Selected E conom ic Ind ica to rs” tab le  o f th is  R ev iew .

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 T t e s t  m o n t h L a t e s t  m o n t h

M a r c h F e b r u a r y J a n u a r y M a r c h
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 2 p 1 4 3 1 4 3 1 3 5 -  1 +  5
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 2 1 1 1 8 8 4 -  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 — 1 0 7 p 1 1 2 9 6 -  4 + 1 1
b i l l i o n s  o f  $ — 2 7 . 2  p 2 7 . 0 2 6 . 0 +  1 + 1 1

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 . 8p 4 6 . 3 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 . 8  p 2 8 . 1 2 6 . 5 -  1 + 1 2
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 3 . 4 -  3 + 1 7
R e t a i l  s a l e s * ........................................ ................................................ b i l l i o n s  o f  S — 1 5 . 3  p 1 5 . 7 1 5 . 1 -  3 +  3
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 1 7  p 3 1 8 2 9 0 2 9 1 # +  9
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 6 5 p 2 9 8 3 0 6 2 3 9 - 1 1 + 1 1

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 9 . 7 8 8 . 9 8 9 . 4 8 9 . 2 +  1 +  1
W h o l e s a le  p r i c e s f ............................................................................... 1 9 4 7 - 4 9 =  1 0 0 1 1 2 . 8 p 1 1 2 . 4 1 1 1 . 9 1 1 0 . 0 # +  3
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 . 7 1 1 4 . 6 1 1 4 . 6 1 1 4 . 3 # *
P e r s o n a l  in 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 3 . lp 3 1 2 . 7 2 9 5 . 7 # +  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 — n .a . 1 4 5 p 1 4 0 # +  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 , 2 1 1 p 5 0 , 2 8 0 p 5 0 , 2 8 7 4 8 , 7 6 0 r # +  3
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 3 8 p 1 6 , 8 5 2 p 1 6 , 9 0 7 1 6 , 2 2 9 # +  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 .  Sp 4 0 . 5 4 0 . 6 4 0 . 6 r -  1 -  1
U n e m p l o y m e n t ................................................................................... t h o u s a n d s 2 , 8 3 4 2 , 9 1 4 2 , 8 8 5 3 , 1 7 6 -  3 - 1 1

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 , 1 8 0 p 7 5 , 8 1 0 p 7 7 , 3 5 0 p 8 1 , 1 8 0 -  1 -  7
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 4 , 7 3 0 p 8 2 , 5 4 0 p 8 2 , O OOp 7 2 , 3 1 0 +  3 + 1 7
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 4 , 3 6 0 p 1 0 5 , 5 9 0 p 1 0 8 , 8 5 0 p 1 0 2 , 4 0 0 -  1 +  2
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 , 4 6 8 p 3 0 , 3 9 6 3 0 , 5 5 9 3 0 , 0 0 0 # +  2
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 3 , 5 1 7 7 6 , 8 3 0 7 4 , 7 1 8 6 9 , 0 1 3 r -  4 +  7
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 2 8 . 8 p 1 3 1 . 9 1 3 4 . 4 1 2 5 . 6 -  2 +  3
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 2 2 , 9 7 4 # + 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  $ 1 2 , 3 5 1 7 , 0 8 9 4 , 7 2 9 1 0 , 9 4 3 + 7 4 + 1 3
C a s h  o u t g o ........................................................................................... m i l l i o n s  o f  $ 6 , 1 4 9 5 , 6 0 0 5 , 3 2 3 6 , 9 3 2 + 1 0 - 1 1
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 , 3 9 6 3 , 0 7 5 3 , 3 9 4 3 , 5 5 5 r + 1 0 -  4

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 ) * ................... 1 9 4 7 - 4 9 =  1 0 0 — 1 5 6 1 5 9 1 4 4 -  2 +  9
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 5 1 p 2 2 2 2 3 9 + 1 3 +  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 — 3 3 1 p 3 7 3 2 1 6 - 1 1 + 6 4
C o n s u m e r  p r ic e s  ( N e w  Y o r k  C i t y ) f .................................................. 1 9 4 7 - 4 9 =  1 0 0 1 1 2 . 2 1 1 2 . 1 1 1 2 . 1 1 1 2 . 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 — 7 , 6 6 9 . 8 p 7 , 6 7 1 . 3 7 , 5 3 1 . l r # +  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 5 7 . 9 p 2 , 6 7 1 . 0 2 , 6 2 2 . 4r -  1 +  2
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  S 6 9 , 0 7 0 6 3 , 7 9 2 6 7 , 6 4 6 6 3 , 4 3 6 +  8 +  9
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  $ 4 , 7 9 5 5 , 0 4 5 4 , 9 8 9 4 . 6 8 2 -  5 +  2
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 7 5 . 6 1 6 1 . 1 1 7 3 . 7 1 5 5 . 3 +  9 + 1 3
D e p a r t m e n t  s t o r e  s a l e s * t ..................................................................... 1 9 4 7 - 4 9 =  1 0 0 1 0 7  p 1 0 5 1 1 4 1 0 6 +  2 +  1
D e p a r t m e n t  s t o r e  s t o c k s * ^ .................................................................. 1 9 4 7 - 4 9 =  1 0 0 1 2 2  p 1 2 4 1 2 2 1 1 3 -  2 +  8

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  noon, A p r i l  2 7 ,  1 9 5 6 .p P r e l im i n a r y .  r  I t e v i s e d .  f  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 ,
n .a .  N o t  a v a i l a b le .  t  S e e  n o t e  o n  t h i s  p a g e  r e f e r r i n g  t o  D e p a r t m e n t  S t o r e  T r 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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