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MONEY MARKET IN MAY
M o n e y  m a rk e t  c o n d itio n s  re m a in e d  t ig h t  d u r in g  m o s t 

o f  M a y , re f lec tin g  c o n tin u e d  la rg e  d e m a n d s  fo r  b a n k  
c re d it  a n d  p re s s u re  o n  m e m b e r  b a n k  re se rv e  p o s itio n s . 
M e m b e r  b a n k  b o rro w in g s  f ro m  th e  F e d e ra l  R e s e rv e  B a n k s  
a v e ra g e d  c lo se  to  1 b il l io n  d o lla rs  fo r  th e  m o n th  as  a  
w h o le , a b o u t  th e  s am e  as  in  A p ril ,  w h ile  ex cess  re se rv e s  
d e c lin e d  a n d  a v e rag e  n e t  b o r ro w e d  re se rv e s  ro se  s lig h tly  
a b o v e  th e  lev e l o f  th e  p re c e d in g  fo u r  w e ek s . T h e  e ffec tiv e  
r a te  fo r  F e d e ra l  fu n d s  in  N e w  Y o rk  C ity  h e ld  a t  2 3A  p e r  
c e n t th ro u g h o u t  th e  m o n th , a lth o u g h  th e re  w e re  so m e  
tra n s a c t io n s  a t  lo w e r  ra te s  f ro m  tim e  to  tim e .

T h e  in c re a se  in  n e t  b o r ro w e d  re se rv e s  o c c u r re d  in  th e  
f irs t h a lf  o f  th e  m o n th  a n d  w a s  m a in ly  d u e  to  th e  d ra in  
o n  b a n k  re se rv e s  c a u se d  b y  re d u c tio n s  in  f lo a t a n d  a  
m a rk e d  in c re a s e  in  c u rre n c y  in  c irc u la tio n . T h e  d ra in  
f ro m  th e se  so u rc e s  w as  g re a te r  th a n  th e  u s u a l s e a so n a l 
p a t te rn ,  a n d  n e t  b o r ro w e d  re se rv e s  a v e ra g e d  6 0 2  m illio n  
d o lla rs  in  th e  th re e  s ta te m e n t w e ek s  e n d e d  M a y  16 . 
S u b se q u en tly , h o w ev e r, n e t  b o r ro w e d  re se rv e s  fe ll to  a n  
a v e rag e  o f  4 1 0  m illio n  d o lla rs  in  th e  w e e k  e n d e d  M a y  2 3  
a n d  391  m illio n  d o lla rs  in  th e  w e e k  e n d e d  M a y  3 0 .

F e d e ra l  R e s e rv e  S y s tem  o p e n  m a rk e t  o p e ra t io n s  d u r in g  
M a y  w e re  d e s ig n e d  p r im a r i ly  to  m o d e ra te  th e  c h an g e s  in  
m e m b e r  b a n k  re s e rv e  p o s it io n s  c a u se d  b y  o th e r  fa c to rs . 
S y stem  h o ld in g s  o f  T re a s u ry  secu ritie s  sh o w e d  a  n e t  in 
c re a se  o f  143  m illio n  d o lla rs  d u r in g  th e  five w eek s  e n d e d  
M a y  3 0 , in c lu d in g  n e t  o u tr ig h t  p u rc h a s e s  o f  108  m illio n  
d o lla rs  o f  T re a s u ry  b ills  a n d  th e  n e t  a c q u is it io n  o f  35  
m illio n  d o lla rs  o f  s h o r t- te rm  T re a s u ry  o b lig a tio n s  u n d e r  
re p u rc h a s e  a g re e m e n ts .

T h e  p r ic e s  o f  G o v e rn m e n t n o te s  a n d  b o n d s  c o n tin u e d  
th e  r ise  th a t  h a d  s ta r te d  la te  in  A p ri l .  U n d e rly in g  th e  
h ig h e r  p r ic e s  w a s  a  g e n e ra l m a rk e t  r e a p p ra is a l  o f  th e  
ec o n o m ic  o u tlo o k  w h ic h  te n d e d  to w a rd  th e  v iew  th a t  in te r 
es t r a te s  in  th e  c a p ita l  m a rk e ts  m ig h t h a v e  re a c h e d  o r  
p a sse d  th e ir  p e a k . T re a s u ry  b ill y ie ld s  w e re  m o re  re s p o n 
sive to  d a y - to -d a y  m o n e y  m a rk e t  c o n d itio n s . Y ie ld s  fe ll 
e a rly  in  M a y  as  n o n b a n k  d e m a n d  in c re a s e d , te n d e d  u p 
w a rd  o v e r th e  m id m o n th  p e r io d , a n d  th e n  fe ll o n c e  m o re

as th e  m o n th  d re w  to  a  c lo se . T h e  av e ra g e  is su in g  r a te  
e s ta b lish e d  a t  th e  w e ek ly  a u c tio n  fo r  T re a s u ry  b ills  fe ll 
f ro m  2 .7 4 1  p e r  c e n t  fo r  b ills  d a te d  M a y  3 to  2 .5 2 3  p e r  
c e n t fo r  th e  su c c e e d in g  issu e , a n d  th e n  r e tu rn e d  to  2 .7 0 8  
p e r  c e n t a n d  2 .7 0 2  p e r  c e n t in  th e  fo llo w in g  tw o  w eek s. 
In  th e  la s t  b ill a u c t io n  o f  th e  m o n th , h e ld  o n  M a y  2 8  fo r  
T re a s u ry  b ills  d a te d  M a y  3 1 , th e  av e ra g e  is su in g  r a te  fe ll 
to  2 .5 7 3  p e r  c e n t.

T h e  m a rk e ts  fo r  c o rp o ra te  a n d  m u n ic ip a l b o n d s  w e re  
c o n s id e ra b ly  im p ro v e d  in  c o m p a r is o n  w ith  th e  s lu g g ish n ess  
a n d  sag g in g  p r ic e s  w h ic h  h a d  c h a ra c te r iz e d  th e  p e r io d  
f ro m  m id -F e b ru a ry  to  la te  A p ri l .  Y ie ld s  o n  o u ts ta n d in g  
issu es  s ta b iliz e d  d u r in g  M a y  a t  a ro u n d  th e  lev e ls  r e a c h e d  
to w a rd  th e  e n d  o f  th e  p re c e d in g  m o n th , a n d  m o s t n e w  
secu ritie s  m o v e d  w e ll a t  th e  h ig h e r  p la te a u  o f  ra te s . S o m e 
n e w  issu es  s till e n c o u n te re d  d ifficu ltie s, h o w e v e r, in  ca se s  
w h e re  in v e s to rs  c o n s id e re d  a  p a r t ic u la r  is su e  o v e rp r ic e d  
in  re la t io n  to  a l te rn a t iv e  in v e s tm e n t o p p o r tu n it ie s .  M e a n 
w h ile , d e a le r  r a te s  fo r  c o m m e rc ia l  p a p e r  wTe re  ra is e d  o n  
M a y  2 8  b y  Vs o f  1 p e r  c e n t, b r in g in g  th e  r a te  o n  p r im e  
fo u r  to  s ix  m o n th s ’ p a p e r  to  3 3/s p e r  c e n t.

M e m b e r  B a n k  R e s e r v e  P o s it io n s

M o v e m e n ts  in  f lo a t a n d  c u rre n c y  in  c irc u la tio n  te n d e d  
to  d o m in a te  c h a n g e s  in  m e m b e r  b a n k  re s e rv e  p o s it io n s  
d u r in g  M a y . T h e  f lo a t a n d  c u rre n c y  f lu c tu a tio n s  g e n e ra lly
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re in fo rc e d  e a c h  o th e r  a n d  d ra in e d  a  s u b s ta n tia l  v o lu m e  o f 
re se rv e s  f ro m  th e  b a n k s  o v e r  th e  p e r io d  as  a  w h o le . M e m 
b e r  b a n k  re se rv e  b a la n c e s  fe ll s h a rp ly  in  th e  s ta te m e n t 
w e ek  e n d e d  M a y  2 , o w in g  p r im a r ily  to  th e  u s u a l m o n th -  
e n d  fa ll in  f lo a t a n d , in  le s se r  d e g re e , to  a n  in c re a se  in  
c u rre n c y  in  c irc u la tio n . T h e  re se rv e  d ra in  fe ll a lm o s t 
e n tire ly  o n  b a n k s  o u ts id e  th e  c e n tra l  re se rv e  a n d  re se rv e  
c itie s , so  th a t  th e  p ic tu re  fo r  N e w  Y o rk  C ity  b a n k s  w as 
re la tiv e ly  u n c h a n g e d . C u r re n c y  in  c irc u la tio n  c o n tin u e d  to  
in c re a s e  u n ti l  m id -M a y , in  a  d e v ia tio n  f ro m  its  n o rm a l 
in tra m o n th ly  p a t te rn ,  th u s  f u r th e r  d e p le tin g  m e m b e r  b a n k  
re se rv e  b a la n c e s  a n d  k e e p in g  n e t  b o r ro w e d  re se rv e s  a t  a 
re la tiv e ly  h ig h  lev e l th ro u g h  th e  th i rd  s ta te m e n t w e e k  o f 
th e  m o n th  d e sp ite  a  fa ll in  re q u ir e d  re se rv es . T h e  t ig h te n 
in g  o f  re se rv e  p o s it io n s  d u r in g  th e  s ta te m e n t w e e k  e n d e d  
M a y  16 in  g o o d  p a r t  r e v e rs e d  th e  s i tu a tio n  o f  tw o  w eek s  
e a r lie r  in  th a t  v ir tu a lly  th e  e n tire  in c re a se  in  n e t  b o r ro w e d  
re se rv e s  o c c u r re d  a t  N e w  Y o rk  c e n tra l  re se rv e  c ity  b a n k s .

I n  th e  la s t  tw o  w e ek s  o f  th e  m o n th , f lo a t f irs t ro s e  a n d  
th e n  fe ll b y  la rg e  a m o u n ts , a n d  m o v e m e n ts  in  c u rre n c y  
r e in fo rc e d  th e  im p a c t  o f  c h a n g e s  in  flo a t u p o n  re se rv e  
p o s itio n s . A v e ra g e  n e t  b o r ro w e d  re se rv e s  th u s  fe ll f ro m  
6 1 3  m illio n  d o lla rs  in  th e  w e e k  e n d e d  M a y  16  to  4 1 0  m il
l io n  d o lla rs  in  th e  w e e k  e n d e d  M a y  2 3 . I n  th e  fo llo w in g  
w eek , F e d e ra l  R e s e rv e  se c u r ity  tra n s a c tio n s  a n d  a  d e c re a se  
in  th e  T re a s u ry ’s b a la n c e  a t  th e  F e d e ra l  R e s e rv e  B a n k s  
o ffse t th e  d ra in  o n  re se rv e s  c a u se d  b y  th e  d e c lin e  in  flo a t, 
th e re b y  h o ld in g  n e t  b o r ro w e d  re se rv e s  to  a n  av e ra g e  o f 
391  m illio n  d o lla rs .

F e d e ra l  R e s e rv e  se c u r ity  tra n s a c t io n s  in  th e  firs t h a lf  
o f  th e  m o n th  c o n s is te d  la rg e ly  o f  th e  e x te n s io n  o f  r e p u r 
c h a se  ag re e m e n ts  d e s ig n e d  to  m o d e ra te  te m p o ra ry  in 
c re a se s  in  re se rv e  p re s s u re s . T h e  v o lu m e  o f r e p u rc h a s e  
a g re e m e n ts  o u ts ta n d in g  ro s e  f ro m  z e ro  o n  W e d n e sd a y , 
A p r i l  2 5 , to  1 3 0  m illio n  d o lla rs  o n  M a y  2 , b u t  f lu c tu a te d  
a t  lo w e r  lev e ls  d u r in g  th e  r e m a in d e r  o f  th e  m o n th . O u t
r ig h t  h o ld in g s  o f  T re a s u ry  b ills  d e c lin e d  b y  5 2  m illio n  
d o lla rs  d u r in g  th e  fo u r  w e ek s  e n d e d  M a y  2 3 , b u t  w e re  
in c re a s e d  b y  1 6 0  m illio n  d o lla rs  in  th e  w e e k  e n d e d  M a y  
3 0 , th u s  sh o w in g  a  n e t  in c re a se  o f  108  m illio n  d o lla rs  fo r  
th e  fiv e -w eek  p e r io d  as  a  w h o le .

A n  a d d itio n a l f a c to r  m o d e ra t in g  d a y -to -d a y  ch an g e s  
in  re se rv e  p o s itio n s  w a s  th e  f re q u e n t u se  m a d e  b y  th e  
T re a s u ry  o f  its  sp ec ia l c a ll a n d  re d e p o s i t  fa c ilitie s  w ith  
its  C lass  C  d e p o s ita r ie s . T h e  u se  o f  th e se  d ev ices  lim ite d  
th e  e x te n t o f  f lu c tu a tio n s  in  th e  T re a s u ry ’s b a la n c e  a t  th e  
F e d e ra l  R e s e rv e  B a n k s  a n d  th e re b y  re d u c e d  th e  im p a c t  
o f  T re a s u ry  o p e ra tio n s  o n  m e m b e r  b a n k  re se rv e  p o s itio n s .

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  p r ic e s  o f  T re a s u ry  n o te s  a n d  b o n d s  ro se  d u r in g  
M a y , in  m a rk e d  c o n tra s t  to  th e  d ec lin e s  w h ich  h a d  c h a ra c 
te r iz e d  m o s t o f th e  p re c e d in g  th re e  m o n th s . T h e  p e rs is t-

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

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

F a c to r

D a i l y  averages— week ended
N e t

changes
M a y

2
M a y

9
M a y

16
M a y

23
M a y

30

Operating transactions
T re a su ry  o p e ra t io n s * .................. — 6 + 27 — 15 -  21 +  87 +  72
Fed e ra l R e se rve  f lo a t .................. — 153 — 20 + 93 + 2 0 2 - S G 4 - 1 8 2
C u r re n c y  in  c irc u la t io n ............... — 26 — 115 63 +  42 -  10 - 1 7 2
G o ld  a n d  fo re ign  a c c o u n t ........... — 2 t 29 — 43 +  61 +  23 4 -  68

O th e r deposits, e tc ...................... + 26 + 80 + 9 +  4 —  22 +  97

T o t a l ............................ 162 + 2 - 18 + 2 8 9 - 2 2 9 - 1 1 8

Direct Federal Reserve credit
transactions

G o v e rn m e n t  securities:
D ire c t  m a rke t  p u rcha se s or

— 39 + 9 _ 26 -  26 +  159 +  77
H e ld  u nde r repurchase

agre e m e n ts........................... 56 + 44 — 47 -  43 +  43 +  53
Lo a n s ,  d iscounts, a n d  advances:

M e m b e r  b a n k  b o rro w in g s ....... + 29 + 25 — 48 - 1 2 0 - 2 1 4 - 3 2 8
O th e r ....................................... — — — — — —

B a n k e r s ’ acceptances:
B o u g h t  o u t r ig h t ...................... — — + 1 -  1 +  2 +  2
U n d e r  repurchase  agreem ents. — — — — — —

T o t a l ............................ 45 + 79 -  120 - 1 9 0 -  11 - 1 9 7

_ 117 + 81 _ 138 +  99 - 2 4 0 — 315
Effect of change in required reservesf. — 14 + 1 + 45 -  16 +  45 +  61

Excess rese ri'esf............................... - 131 + 82 -  93 +  83 - 1 9 5 - 2 5 4

D a i l y  ave rage  level o f m em ber
b an k :

B o r ro w in g s  from  R e se rve  B a n k s . 1 ,08 9 1 ,1 1 4 1 ,0 6 6 946 732 9 8 9 !
E x c e ss  r e se rv e s ! ......................... 464 546 453 536 341 468  j

N o te : B ecau se  of rou n d in g , figu res d o  n o t  necessarily  a d d  to  totals.

*  In c lu d e s  change s in  T re a su ry  c u rrency  a n d  cash, 
t  T h e se  figu res are estim ated, j A v e ra g e  fo r five  weeks ended M a y  30.

e n c e  o f  th e  in c re a se s  f ro m  d a y  to  d a y  w as  su ffic ien t to  
ra is e  th e  p r ic e s  o f  issu e s  m a tu r in g  a f te r  1 97 1  b y  a b o u t
2  p o in ts  fo r  th e  m o n th  a s  a  w h o le . H o w e v e r , a s id e  f ro m  
sw itch in g  o p e ra tio n s , t r a d in g  w a s  n o t  a c tiv e . U n d e r ly in g  
th e  u p w a rd  m o v e m e n t in  p r ic e s  w as  th e  g ro w in g  in v e s 
to r  e x p e c ta tio n  th a t  m o n e ta ry  p o lic y  w as  n o t  lik e ly  to  
b e c o m e  m o re  re s tr ic tiv e  in  th e  n e a r  fu tu re , a n d  th a t  p e r 
h a p s  so m e  e a s in g  m ig h t b e  in  th e  offing. W id e s p re a d  p re s s  
r e p o r ts  o f  c u r ta ilm e n ts  in  a u to m o b ile  o u tp u t  a n d  s id ew ise  
m o v e m e n ts  in  re ta i l  sa les , r e s id e n tia l  c o n s tru c tio n , a n d  in 
d u s tr ia l  p ro d u c tio n  c o n s t i tu te d  m u c h  o f  th e  b a s is  fo r  th e se  
b e lie fs . O n  b a la n c e , p r ic e s  o f  n o te s  a n d  b o n d s  m a tu r in g  
f ro m  1 9 5 7  th ro u g h  1 9 5 9  ro s e  b y  % 2 to  27/32 o f  a  p o in t  
o v e r  th e  m o n th , w h ile  issu es  m a tu r in g  b e tw e e n  1 9 6 0  a n d  
1971  ro se  b y  as  m u c h  as 1 %  p o in ts .  T h e  3 ’s o f  1 9 9 5  
ro s e  2 Vs p o in ts  to  c lo se  th e  m o n th  a t  9 9 2 % 2 ( b i d ) .

T re a s u ry  b ill y ie ld s  fe ll e a rly  in  th e  m o n th , as  a  s u b s ta n 
tia l  d e m a n d  b y  c o rp o ra t io n s  a n d  p u b lic  b o d ie s  e n c o u n te re d  
a  lim ite d  su p p ly  in  th e  m a rk e t .  T h e  y ie ld  o n  th e  lo n g e s t 
o u ts ta n d in g  is su e  o f  T re a s u ry  b ills  fe ll  2 0  b a s is -p o in ts  
f ro m  2 .6 9  p e r  c e n t ( b id )  a t  th e  s ta r t  o f  th e  m o n th  to  
2 .4 9  p e r  c e n t  o n e  w e e k  la te r .  N o n b a n k  d e m a n d  g ra d u a lly  
d im in ish e d , h o w e v e r, a n d  th e  m o n e y  m a rk e t  c o n tin u e d  
tig h t, so  th a t  y ie ld s  o n  T re a s u ry  b ills  th e n  ro se  d e sp ite  th e  
tr e n d  to w a rd  lo w e r  y ie ld s  o n  o th e r  G o v e rn m e n t se c u r itie s .
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B y  ra id m o n th  th e  y ie ld  o n  th e  lo n g e s t o u ts ta n d in g  b ill h a d  
r is e n  a b o v e  its  b e g in n in g -o f- th e -m o n th  lev e l to  2 .7 1  p e r  
c e n t. L a te r  in  th e  m o n th  y ie ld s  d e c lin e d  ag a in , h o w ev e r, 
as  p re s s u re  o n  b a n k  re se rv e  p o s itio n s  d im in ish e d , a n d  th e  
lo n g e s t o u ts ta n d in g  T re a s u ry  b ill c lo se d  th e  m o n th  a t  2 .5 7  
p e r  c e n t ( b i d ) .

O t h e r  S e c u r it ie s  M a r k e t s

T h e  a lm o s t c o n tin u o u s  r ise  in  ra te s  w h ic h  h a d  m a rk e d  
th e  c o rp o ra te  a n d  m u n ic ip a l b o n d  m a rk e ts  s in ce  m id -  
F e b ru a ry  e n d e d  la te  in  A p ril ,  a n d  th e  r a te  s ta b il iz a tio n  
a n d  im p ro v e d  to n e  c a r r ie d  o v e r  th ro u g h  M a y , w ith  
n e w  se c u r itie s  m o v in g  re la tiv e ly  sm o o th ly  a t  th e  h ig h e r  
p a t te r n  o f y ie ld s. D u rin g  th e  m o n th , th e re  w a s  a  d e c lin e  o f
5 b a s is -p o in ts  in  a v e ra g e  y ie ld s  o n  s e a so n e d  A a a - ra te d  
c o rp o ra te  b o n d s  a n d  o f 9 b a s is -p o in ts  o n  lo n g -te rm  A a a -  
r a te d  m u n ic ip a l b o n d s , as  r e p o r te d  b y  M o o d y ’s In v e s to rs  
S erv ices .

T h e  e s tim a te d  v o lu m e  o f  p u b lic ly  o ffe red  m u n ic ip a l 
b o n d s  in c re a s e d  to  a b o u t 4 4 5  m illio n  d o lla rs  f ro m  a b o u t  
3 5 0  m illio n  d o lla rs  in  A p ril .  T h e re  w as  a  g o o d  in v e s to r  
re s p o n s e  a n d  d e a le r s ’ in v e n to r ie s  d e c lin e d  o v e r  m u c h  o f  
th e  p e r io d , w ith  a d v e r tise d  d e a le rs ’ h o ld in g s  re a c h in g  th e  
lo w es t lev e ls  in  r e c e n t  m o n th s  a t  o n e  p o in t .  H o w e v e r , 
d e a le r s ’ in v e n to r ie s  in c re a s e d  m o d e ra te ly  d u r in g  th e  la t te r  
p a r t  o f  th e  m o n th .

P u b lic  o ffe rin g s  o f  c o rp o ra te  b o n d s  fo r  n e w  c a p ita l  
a m o u n te d  to  a n  e s t im a te d  6 7 0  m illio n  d o lla rs  d u r in g  M a y , 
u p  a b o u t  3 5 5  m illio n  d o lla rs  f ro m  th e  p re c e d in g  m o n th . 
A lth o u g h  th e  m a rk e t  s te a d ie d , i t  w a s  s till n e c e s sa ry  to  
p r ic e  n e w  issu es  a t  r a te s  c o n s id e ra b ly  h ig h e r  th a n  h a d  
b e e n  th e  ca se  a  few  m o n th s  ag o . In v e s to r  re s is ta n c e  to  
lo w e r  y ie ld s  w a s  m o s t  e v id e n t in  th e  c a se  o f  tw o  n e w  
A a - r a te d  p u b lic  u ti l i ty  b o n d  issu es, b o th  p r ic e d  to  y ie ld  
3 .5 5  p e r  c e n t, w h ich  m o v e d  slow ly . I n  A p ril ,  a  s im ila r ly  
r a te d  u ti l i ty  b o n d  issu e  h a d  b e e n  su cce ss fu lly  d is tr ib u te d  
a t  a  y ie ld  o f  3 .7 7  p e r  c e n t. O n  th e  o th e r  h a n d , a  v e ry  
la rg e  n e w  A a a - ra te d  issu e  o f  in d u s tr ia l  d e b e n tu re s  w as  
w e ll re c e iv e d  a t  a  reo ffe rin g  y ie ld  o f 3 .4 6 5  p e r  c e n t an d  
w a s  s o o n  q u o te d  a t  a  p re m iu m  o v e r  th e  in itia l  p r ic e  in  
th e  s e c o n d a ry  m a rk e t .  T o w a rd  th e  e n d  o f  th e  m o n th , a  
n e w  A a a - ra te d  issu e  o f p u b lic  u ti l i ty  d e b e n tu re s  w as  r e 
o ffe re d  to  y ie ld  3 .4 5  p e r  c e n t b u t  w as  r e p o r te d  to  b e  
m o v in g  slow ly .

M e m b e r  B a n k  C r e d it

D u rin g  th e  five w e ek s  e n d e d  M a y  2 3  to ta l  lo a n s  a n d  
in v e s tm e n ts  d e c lin e d  3 7 2  m illio n  d o lla rs  a t  a ll w e ek ly  r e 
p o r t in g  m e m b e r  b a n k s  ( a b o u t  4 0 0  la rg e  m e m b e r  b a n k s  
in  9 4  le a d in g  c i t ie s ) .  In v e s tm e n t s e c u r ity  h o ld in g s  fe ll 
1 ,1 11  m illio n  d o lla rs  a n d  to ta l  lo a n s  ro s e  7 3 9  m illio n , 
w ith  a lm o s t h a lf  o f  th e  lo a n  e x p a n s io n  co n s is tin g  o f  c o m -

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

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

Table II

Sta te m e n t w eeks ended C h a n g e  
fro m  D ec .

Ite m
A p r.
25

M a y
2

M a y
9

M a y
16

M a y
23

28, 1955 
to  M a y  
23, 1956

Assets

L o a n s  a n d  inve stm ents:
L o a n s :

C o m m e rc ia l a n d  in d u str ia l l o a n s . . +  73 + 219 —  25 + 1 6 8 - 1 1 1
| + 1 , 3 8 6

A g r ic u ltu ra l  lo a n s ......................... -  1 — 8 +  3 +  4 +  1
S e c u r ity  lo a n s ............................... -  6 + 68 -  51 -  18 + 1 3 1 -  351
R e a l estate lo a n s ........................... +  12 + 6 +  27 +  14 +  23 +  347
A l i  other lo a n s ( la rge ly  c o n su m e r) . - f  45 + 43 +  34 +  58 +  33 +  584

T o ta l  lo a n s  a d ju s te d * ................ + 1 2 4 + 325 -  11 + 2 2 5 +  76 + 1 , 8 5 3

In ve stm e n ts :
U .  S .  G o ve rn m e n t  securities: 

T re a su r y  b i l l s ............................ -  57 29 - 1 8 1 + 1 6 4 - 1 0 2 -  901
- 1 2 9 - 123 - 2 3 7 -  21 - 1 0 3 - 2 , 3 4 4

T o t a l ...................................... - 1 8 6 _ 152 - 4 1 8 + 1 4 3 - 2 0 5 - 3 , 2 4 5
O th e r se cu r it ie s............................. -  85 - 65 - 1 3 2 -  14 +  3 -  229

T o ta l  in v e stm e n ts..................... - 2 7 1 - 217 - 5 5 0 +  129 - 2 0 2 - 3 , 4 7 4

T o ta l  lo a n s  a n d  in ve stm e n ts ad ju ste d *. - 1 4 7 + 108 - 5 6 1 + 3 5 4 - 1 2 6 - 1 , 6 2 1

L o a n s  to  b a n k s .................................... + 1 2 8 - 265 -  63 + 1 2 5 + 1 2 6 +  179

L o a n s  a d ju ste d * a n d  “ o the r” securities. +  39 + 260 - 1 4 3 + 2 1 1 +  79 + 1 , 6 2 4

Liabilities

D e m a n d  d epo sits a d ju s te d .................. +  195 - 1 , 0 1 2 - 3 3 7 — 560 + 4 4 5 - 3 , 4 3 8
T im e  d ep o sits  except G o v e rn m e n t -  6 + 1 +  8 + 39 +  49 +  26
U .  S .  G o v e rn m e n t  d e p o s its .................. + 1 2 2 + 718 - 3 4 5 + 8 6 1 -  51 + 1 , 5 3 5
In t e rb a n k  d e m an d  deposits:

- 7 2 3 + 296 - 1 7 1 + 2 9 8 - 8 0 1 - 1 , 4 9 6
—  6 4 +  2 + 7 -  4 +  31

*  E x c lu s iv e  o f lo a n s  to  b a n k s  a n d  afte r ded u ct io n  o f va lu a t io n  rese rves* figu re s fo r the  in d iv id u a l  
lo a n  c lassifica tion s are sh o w n  g ro s s  a n d  m a y  not, therefore, a d d  to  the  to ta l sh ow n .

m e rc ia l  a n d  in d u s tr ia l  lo a n s . In c re a s e d  b o rro w in g s  b y  
m e ta ls  a n d  m e ta l  p ro d u c ts  f irm s a c c o u n te d  fo r  a lm o s t tw o  
th ird s  o f  th e  r is e  in  th e se  lo a n s  d u r in g  th is  five-w eek  
p e r io d .

F o r  th e  y e a r  th u s  f a r ,  to ta l  lo a n s  a t  th e  w e e k ly  r e p o r t 
in g  m e m b e r  b a n k s  h a v e  r is e n  1 .9  b illio n  d o lla rs  as  c o m 
p a re d  w ith  a n  in c re a s e  o f  1 .3  b illio n  d o lla rs  in  s im ila r  
w e ek s  la s t  y e a r , w h ile  to ta l  in v e s tm e n ts  h a v e  fa lle n  3 .5  b il
l io n  d o lla rs , a b o u t  th e  sa m e  a m o u n t as  in  th e  c o m p a ra b le  
p e r io d  a  y e a r  ag o . (S e e  c h a r t .)  T h e  in c re a se  in  b u s in e ss  
lo a n s  a t  th e  w e e k ly  r e p o r t in g  b a n k s  h a s  a c c o u n te d  fo r  
a b o u t  75  p e r  c e n t  o f  th e  to ta l  lo a n  e x p a n s io n  in  th e  
2 1 -w e e k  p e r io d  f ro m  D e c e m b e r  2 8 , 1 9 5 5  to  M a y  2 3 ,
1 9 5 6 , w h ile  d u r in g  th e  lik e  p e r io d  in  1 9 5 5  b u s in e ss  lo a n s  
a c c o u n te d  fo r  o n ly  17 p e r  c e n t  o f  th e  to ta l  lo a n  in c re a s e . 
I n  th e  f irs t 21  w e ek s  o f  1 9 5 5  th e  b u lk  o f  th e  lo a n  e x p a n 
s io n  w a s  a t tr ib u ta b le  to  a n  in c re a se  in  r e a l  e s ta te  a n d  
c o n su m e r  lo a n s . T h u s  f a r  in  1 9 5 6  se c u r ity  lo a n s  h a v e  
fa lle n  351  m illio n  d o lla rs , w h ile  d u r in g  th e  c o m p a ra b le  
p e r io d  in  1 9 5 5  th e y  ro s e  s lig h tly .

T h e  b o r ro w e r  c a te g o ry  m a in ly  re sp o n s ib le  fo r  th e  in 
c re a se  in  b u s in e ss  lo a n s  th u s  f a r  in  1 9 5 6  h a s  b e e n  m e ta ls  
a n d  m e ta l p ro d u c ts  c o m p a n ie s , a lth o u g h  th e re  h a v e  a lso  
b e e n  la rg e  in c re a se s  in  lo a n s  to  c o m p a n ie s  in  th e  p e tro le u m , 
co a l, ch e m ic a ls , a n d  r u b b e r  g ro u p , w h o le sa le  a n d  re ta i l  
tr a d e , a n d  m isc e lla n e o u s  m a n u fa c tu r in g  a n d  m in in g  firm s*
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W E E K L Y  R E P O R T I N G  M E M B E R  B A N K S

1955-56*
Billions of dollars Billions of dollars

1955 1956* Cumulative changes, weekly; latest date plotted is May 16,1956.

F o o d , l iq u o r , a n d  to b a c c o  firm s a n d  c o m m o d ity  d e a le rs  
d e c re a s e d  th e ir  lo a n s  b y  c o n s id e ra b ly  less  th a n  w as  th e  
c a se  in  s im ila r  w e ek s  la s t  y e a r . S ales f in an c e  c o m p a n ie s  
h a v e  re d u c e d  th e ir  b a n k  lo a n s  3 5 6  m illio n  d o lla rs  th u s  
f a r  in  1 9 5 6 , w h ile  in  th e  c o m p a ra b le  p e r io d  la s t  y e a r  th e y  
in c re a s e d  th e se  b o rro w in g s  b y  3 5 0  m ill io n  d o lla rs .  A ll  
o f  th e  d e c re a s e  in  b a n k  lo a n s  to  sa les  f in an c e  c o m p a n ie s  
th is  y e a r  to o k  p la c e  d u r in g  J a n u a ry  a n d  F e b ru a r y ;  s in ce  
th e  b e g in n in g  o f  M a rc h  th e re  h a s  b e e n  a  n e t  in c re a s e  in  
s u c h  b o rro w in g s .

R e p o r t in g  m e m b e r  b a n k s  c o n tin u e d  to  l iq u id a te  in v e s t
m e n t a sse ts  d u r in g  th e  f iv e -w eek  p e r io d  e n d e d  M a y  2 3 ; 
U n ite d  S ta te s  G o v e rn m e n t se c u r ity  h o ld in g s  d e c lin e d  8 1 8  
m ill io n  d o lla rs  a n d  o th e r  se c u r itie s  fe ll 2 9 3  m illio n . F o r  
th e  y e a r  th u s  fa r ,  G o v e rn m e n t se c u r itie s  h e ld  b y  th e  r e 
p o r t in g  b a n k s  h a v e  fa lle n  3 .2  b il l io n  d o lla rs  as  c o m p a re d  
w ith  a  d e c re a s e  o f  3 .6  b il l io n  d o lla rs  in  th e  firs t 21  w e ek s  
o f  1 9 5 5 , a n d  h o ld in g s  o f  o th e r  s e c u r itie s  h a v e  d e c lin e d  
2 2 9  m illio n  as  c o m p a re d  w ith  a n  in c re a s e  o f  9 7  m illio n  
d o lla rs  la s t  y e a r .

INTERNATIONAL MONETARY DEVELOPMENTS

M o n e t a r y  T r e n d s  a n d  P o l ic ie s
I n  W e s t G e rm a n y , th e  B a n k  d e u tsc h e r  L a n d e r  o n  

M a y  19 ra is e d  its  d is c o u n t  r a te  to  5 V2 p e r  c e n t f ro m  4  Vi\ 
th e  r a te  h a d  b e e n  r a is e d  f ro m  3 to  3 ^  la s t  A u g u s t  a n d  to  
AV2 o n  M a rc h  8 . T h e  la te s t  in c re a s e  b r in g s  th e  W e s t 
G e rm a n  d is c o u n t r a te  to  th e  h ig h e s t lev e l in  fo u r  y e a rs . 
A t  th e  s am e  tim e , e x p o r t  b ills  w e re  in c lu d e d  in  th e  c o m 
m e rc ia l  b a n k s ’ r e d is c o u n t  ce ilin g s  a t  th e  c e n tra l  b a n k , f ro m  
w h ich  th e y  h a d  h i th e r to  b e e n  e x e m p t. T h e  B a n k  d e u tsc h e r  
L a n d e r ,  in  its  r e c e n t  a n n u a l  r e p o r t  fo r  1 9 5 5 , h a d  w a rn e d  
a g a in s t  th e  s p re a d in g  b o o m  p sy ch o lo g y . T h is  h a s  m a d e  
itse lf  fe lt  in  w a g e  d e m a n d s  th a t  n o w  te n d  to  e x c e e d  p r o 
d u c tiv i ty  in c re a se s , in  p r ic e  r ise s  (w h ic h  to  d a te , h o w ev e r, 
h a v e  re m a in e d  m o d e r a te ) ,  in  ex cessiv e  in v e s tm e n t p la n s  
b y  th e  p r iv a te  s e c to r  o f  th e  ec o n o m y , a n d  in  n u m e ro u s  
d e m a n d s  f o r  in c re a s e d  p u b lic  e x p e n d itu re s . S u p e r im p o s e d  
o n  th e se  p re s s u re s  w ill b e  th e  im p e n d in g  ta s k  o f  r e a r m a 
m e n t a t  a  t im e  w h e n  G e rm a n y ’s re so u rc e s , in c lu d in g  la b o r , 
a re  c lo se  to  fu lly  e m p lo y e d .

I n  C a n a d a , th e  15 p e r  c e n t l iq u id -a sse ts  r a t io  a g a in s t  
d e m a n d  lia b ilitie s  ( c a s h ,  T re a s u ry  b ills , a n d  d a y -to -d a y  
lo a n s ) ,  in fo rm a lly  a g re e d  u p o n  b e tw e e n  th e  B a n k  o f  
C a n a d a  a n d  th e  c h a r te r e d  b a n k s , c a m e  in to  e ffec t a t  th e  
e n d  o f  M a y ; th e  n e w  ra t io  in c lu d e s  th e  ex is tin g  s ta tu to ry  
8 p e r  c e n t c a sh  re se rv e , w h ic h  re m a in s  in  e ffec t. T h e  fu ll 
15 p e r  c e n t r a t io  w as  m e t ( a n d  e x c e e d e d )  b y  th e  c h a r te re d  
b a n k s  in  th e  la s t  A p r i l  s ta te m e n t w e ek ; s in ce  e a r ly  M a y ,

th e  b a n k s  h a v e  r e d u c e d  th e ir  h o ld in g s  o f  T re a s u ry  b ills  
so m e w h a t. T h e  c o m b in e d  ra t io  o f  c a sh  a n d  l iq u id  a s se ts , 
w h ic h  h a d  s to o d  a t  1 6 .2  p e r  c e n t  o n  M a y  2 , fe ll to
1 5 .8  p e r  c e n t o n  M a y  2 3 . T h e  th re e  m o n th s ’ T re a s u ry  
b ill te n d e r  ra te ,  w h ic h  o n  M a y  3 h a d  r e a c h e d  a  p o s tw a r  
h ig h  o f  2 .9 1  p e r  c e n t, d e c lin e d  o n c e  m o re  to  2 .7 2  o n  
M a y  3 1 . A t  th e  sa m e  tim e , b u s in e ss  lo a n s  b y  th e  c h a r te r e d  
b a n k s  h a v e  c o n tin u e d  to  r ise , a n d  o n  M a y  16  w e re  1 0 .8  
p e r  c e n t  a b o v e  th e  e n d  o f  1 9 5 5  a n d  2 9 .4  p e r  c e n t  a b o v e  
M a y  18 , 1 9 5 5 .

I n  th e  U n ite d  K in g d o m , m o n e ta ry  a n d  fisca l r e s tra in t  
c o n tin u e d  to  p re v a il  d u r in g  M a y , w ith  th e  C h a n c e llo r  o f  
th e  E x c h e q u e r  d e c la r in g  th a t :  “ W e in te n d  to  g e t th e  b e t te r  
o f  o u r  in f la tio n a ry  tro u b le s . . . . W e  sh a ll u se  a ll th e  
w e a p o n s  w e  n e e d  to  u se , b o th  o f  a c t io n  a n d  o f  p e rs u a s io n ” . 
Y ie ld s  o f  g ilt-ed g ed  se c u r itie s  g e n e ra lly  ro s e  d u r in g  M a y ; 
th e  y ie ld  o f  2  Vi p e r  c e n t  C o n so ls— w h ic h  o n  M a y  2  h a d  
re a c h e d  4 .5 5 , th e  lo w es t lev e l s in ce  la te  F e b ru a ry — clo sed  
a t  4 .7 5  p e r  c e n t o n  M a y  3 1 . O n  th e  o th e r  h a n d , th e  a v e r
ag e  te n d e r  r a te  fo r  th re e  m o n th s ’ T re a s u ry  b ills , w h ich  h a d  
s to o d  a t  5 .0 1  p e r  c e n t a t  th e  la s t  A p r i l  te n d e r , d e c lin e d  
to  4 .9 5  a t  th e  firs t M a y  te n d e r ;  th is  r a te ,  w h ich  w as  th e  
lo w es t s in ce  th e  F e b ru a r y  d is c o u n t  r a te  in c re a s e , w a s  
m a in ta in e d  a t  th e  s u b s e q u e n t  M a y  te n d e rs .

I n  S w ed en , w h e re  in f la tio n a ry  th re a ts  a re  p e rs is tin g  
d e sp ite  r e c e n t  m e a su re s  o f  c re d it  r e s tra in t ,  th e  R ik s b a n k  
la te  in  A p r i l  c o n c lu d e d  a n  a g re e m e n t w ith  th e  c o m m e rc ia l
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b a n k s  u n d e r  w h ich  th e  la t te r  b y  th e  e n d  o f  A u g u s t  w ill 
r e d u c e  th e ir  lo a n s  (e x c e p t  b u ild in g  lo a n s )  fu r th e r ,  to  a  
lev e l a t  le a s t  5 p e r  c e n t  b e lo w  th a t  o f  J u ly  3 1 , 1 9 5 5 ; s im i
la r  ag re e m e n ts  h a v e  b e e n  c o n c lu d e d  w ith  th e  sav in g s  b a n k s  
a n d  th e  a g r ic u ltu ra l  c re d it  in s ti tu tio n s .

I n  C o lo m b ia , th e  c e n tra l  b a n k  in  A p r i l  im p o se d  a  6 0  
p e r  c e n t s u p p le m e n ta ry  re s e rv e  r e q u ire m e n t a g a in s t in 
c rea se s  in  c o m m e rc ia l  b a n k  d e p o s its  a b o v e  th e  m id -A p r il  
level, a n d  a lso  in c re a s e d  th e  d is c o u n t r a te  fo r  c o m m e rc ia l 
b a n k  b o rro w in g  in  ex cess  o f  sp ec ified  lim its . A t  th e  sam e  
tim e , th e  a u th o r i t ie s  a p p ro x im a te ly  d o u b le d  (i.e ., to  
4 0 -1 0 0  p e r  c e n t)  th e  c a sh -d e p o s i t  r e q u ire m e n t fo r  m o s t 
ty p e s  o f  im p o rts .

E x c h a n g e  R a t e s

F o llo w in g  th e  a n n o u n c e m e n t o n  M a y  2  th a t  B r i ta in ’s 
g o ld  a n d  d o lla r  re se rv e s  h a d  r is e n  51 m ill io n  d o lla rs  d u r 
in g  A p r i l ,  c o m m e rc ia l  d e m a n d  fo r  th e  p o u n d  s te r lin g  ro se  
n o tic e a b ly . A c c o rd in g ly , A m e r ic a n -a c c o u n t  s te r lin g  a p p re 
c ia te d  to  $ 2 .8 1  y 16 o n  M a y  7 , w h ile  th e  tra n s fe ra b le -  
s te r lin g  r a te  s tre n g th e n e d  s lig h tly  to  $ 2 .7 8 5 5 . A f te r  th e  
m id m o n th  a n n o u n c e m e n t o f  th e  re s u lts  o f  B rit is h  t r a d e  
d u r in g  A p r i l ,  h o w e v e r, d e m a n d  w e a k e n e d  so m e w h a t a n d  
th e  r a te  b e g a n  a  g ra d u a l  d e c lin e ; b y  M a y  3 1 , A m e r ic a n -

a c c o u n t  s te r lin g  h a d  fa lle n  to  $ 2 .8 0 %  a n d  t ra n s fe ra b le  
s te r lin g  to  $ 2 .7 7 8 0 .

I n  th e  fo rw a rd -s te r l in g  m a rk e t ,  d is c o u n ts  d ro p p e d  
s u b s ta n tia lly  in  th e  firs t h a lf  o f  M a y , w ith  th re e  a n d  six  
m o n th s ’ d is c o u n ts  fa ll in g  f ro m  134 a n d  3 X% 2 c e n ts  to  
1 7/16 a n d  2 i y 16 c e n ts , re s p e c tiv e ly . S u b se q u e n tly , fo r 
w a rd  r a te s  s te a d ie d , f lu c tu a tin g  n a rro w ly  a t  a b o u t  th e  
m id m o n th  lev e l. S e c u ritie s  s te r lin g , re f le c tin g  d e c lin in g  
p r ic e s  o n  th e  B ri t is h  S to c k  E x c h a n g e , w e a k e n e d  so m e w h a t 
w ith  th e  r a te  m o v in g  f ro m  $ 2 .7 7 %  to  $ 2 .7 6 1/4 .

T h e  C a n a d ia n  d o lla r  g ra d u a lly  s t re n g th e n e d  d u r in g  th e  
m o n th , r is in g  f ro m  $ 1 .0 0 % 6 to  $ 1 .0 1  y 1 6 . T h e  im p ro v e d  
ra te s  re f le c te d  fa i r  c o m m e rc ia l  d e m a n d  a lo n g  w ith  g o o d  
in v e s tm e n t d e m a n d , p a r t ic u la r ly  o n  th e  p a r t  o f  B ri t is h  
a n d  C o n tin e n ta l  in te re s ts .

T h e  “ c a p i ta l”  m a rk  e s ta b lis h e d  a  n e w  h ig h  o f  2 3 .8 7  
c e n ts  d u r in g  M a y , th u s  m a in ta in in g  a  q u o ta t io n  h ig h e r  
th a n  th a t  fo r  e i th e r  th e  f re e ly  c o n v e r t ib le  o r  th e  l im ite d  
c o n v e r tib le  m a rk s . W ith  m a jo r  m a rk e t  a c tiv ity  c e n te re d  in  
S w itze rlan d , th e  h ig h e r  ra te s  f o r  c a p ita l  m a rk s  re fle c te d  
th e  re la tiv e ly  g o o d  d e m a n d  a n d  sm a ll s u p p ly  o f  th e se  
m a rk s  w h ic h  m u s t  b e  u s e d  b y  n o n re s id e n ts  w h e n  m a k in g  
in v e s tm e n ts  in  G e rm a n y .

DISCOUNT POLICIES AND TECHNIQUES ABROAD

I n  re c e n t y e a rs , d is c o u n t  r a te  c h a n g e s  b y  th e  B a n k  o f  
E n g la n d  a n d  o th e r  fo re ig n  c e n tra l  b a n k s  h a v e  a t t r a c te d  
w o rld -w id e  a t te n t io n . S u c h  c h a n g e s  in  th e  c o s t o f  c re d it  
su p p lie d  b y  th e se  fo re ig n  c e n tra l  b a n k s  to  c o m m e rc ia l 
b a n k s  a n d  o th e r  b o r ro w e rs  h a v e  h a d  a  tw o fo ld  signifi
c a n c e . F ir s t ,  su ch  r a te  c h a n g e s  h a v e  re f le c te d  th e  c e n tra l  
b a n k ’s a p p ra is a l  o f  th e  c u r r e n t  e c o n o m ic  t r e n d  a n d , sec
o n d ly , h a v e  p ro v id e d  ev id e n c e  o f  o ffic ia l d e te rm in a tio n  to  
re s is t sp e c u la tiv e  a n d  o th e r  p re s s u re s  to w a rd  e i th e r  in fla 
t io n  o r  d e fla tio n .

A lth o u g h  d is c o u n t p o lic y  w a s  th e  f irs t im p o r ta n t  m e th o d  
o f  c re d it  c o n tro l to  b e  d e v e lo p e d , its  im p o r ta n c e  te n d e d  to  
w ith e r  aw ay  d u r in g  th e  1 9 3 0 ’s, m a in ly  b e c a u s e  o f  th e  
sev ere  fa lling -o ff in  th e  d e m a n d  fo r  c a p ita l  a n d  c re d it  d u r 
ing  th e  d e p re ss io n  y e a rs  a n d  th e  re s u ltin g  a c c u m u la tio n  o f  
su rp lu s  re se rv e s  b y  th e  c o m m e rc ia l b a n k s , w h ic h  a c c o rd 
ing ly  h a d  n o  n e e d  to  b o r ro w  f ro m  th e ir  c e n tra l  b a n k s . 
T h e  o u tb re a k  o f  w a r  q u ic k ly  t r a n s fo rm e d  th e  s itu a tio n  in to  
o n e  o f c a p ita l  a n d  c re d it  sca rc itie s  b u t,  th ro u g h o u t  th e  w a r  
p e rio d  a n d  fo r  so m e  y e a rs  th e re a f te r ,  fo re ig n  g o v e rn 
m e n ts  so u g h t to  c o p e  w ith  th e  p ro b le m  b y  p r ic e  c o n tro ls , 
ra tio n in g , a n d  re la te d  d ev ices . A s  th e  w a rtim e  c o n tro ls  
w ere  d ism a n tle d , h o w e v e r, a n d  fo re ig n  g o v e rn m e n ts

tu rn e d  in c re a s in g ly  to  f lex ib le  m o n e ta ry  p o lic ie s  to  h e lp  
d e a l  w ith  th e  w o rld -w id e  te n d e n c y  fo r  in v e s tm e n t d e m a n d  
to  o u tr u n  sav in g s, d is c o u n t p o lic y  re -e m e rg e d  as  a  m a jo r  
in s tru m e n t o f  m o n e ta ry  a n d  c re d it  c o n tro l.

A c c e ss  t o  C e n t r a l  B a n k  C r e d it

D is c o u n t  p o lic y  m a y  c o n v e n ie n tly  b e  d e fin e d  as  th e  
v a ry in g  o f  th e  te rm s  a n d  o f  th e  c o n d itio n s  in  th e  b ro a d e s t  
sen se , u n d e r  w h ic h  th e  m a rk e t  m a y  h a v e  te m p o ra ry  access  
to  c e n tra l  b a n k  c re d it  th ro u g h  d is c o u n ts  o f  se le c te d  s h o r t
te rm  asse ts  o r  th ro u g h  se c u re d  a d v a n c e s . I t  is  g o v e rn e d  
b y  tw o  b a s ic  o b lig a tio n s  o f  c e n tra l  b a n k s — to  a c t a s  
le n d e rs  o f  la s t  r e s o r t  a n d  to  re g u la te  th e  to ta l  v o lu m e  o f  
c o m m e rc ia l b a n k  c re d it .

D u rin g  th e  e a r ly  s tag es  o f  d is c o u n t  p o lic y  th e  E u r o p e a n  
c e n tra l  b a n k s , la rg e ly  fo llo w in g  th e  e x a m p le  o f  th e  B a n k  
o f  E n g la n d , h a d  g ra d u a lly  a d o p te d  re la tiv e ly  s im p le  ru le s  
to  g u id e  th e ir  o p e ra t io n s  in  th e  fie ld . H o w e v e r , w ith  th e  
p a ssa g e  o f  t im e  a n d  th e  s p re a d  o f  c e n tra l  b a n k in g  to  c o u n 
tr ie s  w ith  w id e ly  d if fe re n t e c o n o m ic  a n d  f in a n c ia l s tru c 
tu re s , d is c o u n t p o lic y  h a s  c h a n g e d  su b s ta n tia lly . A lth o u g h  
m a n y  c e n tra l  b a n k s , s u c h  as  th e  B a n k  o f  F ra n c e ,  a re  p e r 
m itte d  to  le n d  to  n o n b a n k  as  w e ll a s  b a n k  b o rro w e rs , th e ir
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le n d in g  to  th e  p u b lic  h a s  b e e n  sig n ifican tly  re d u c e d , w h ile  
th e  c h a r te r s  o f  th e  n e w e r  c e n tra l b a n k s , su c h  as  th e  C e n tra l  
B a n k  o f  th e  P h ilip p in e s , h a v e  g e n e ra lly  p ro h ib i te d  an y  
a c c o m m o d a tio n  to  th e  n o n b a n k  p u b lic . In  m o s t fo re ig n  
c o u n tr ie s  to d a y , access  to  th e  c e n tra l  b a n k  “ d is c o u n t w in 
d o w ” is la rg e ly  c o n fin ed  to  th e  c o m m e rc ia l  b a n k s ; in  a  
n u m b e r  o f  A s ia n  a n d  L a t in  A m e r ic a n  c o u n tr ie s , h o w ev e r, 
o ffic ia l d e v e lo p m e n t-c re d it  in s ti tu tio n s  a lso  h a v e  re c o u rse  
to  c e n tra l  b a n k s  to  a n  im p o r ta n t  e x te n t.  I n  a d d itio n , g o v 
e rn m e n t  s e c u r ity  d e a le rs  o r  d is c o u n t h o u se s  b o rro w  fro m  
c e n tra l  b a n k s  in  so m e c o u n tr ie s  th a t  h a v e  re la tiv e ly  d e v e l
o p e d  m o n e y  m a rk e ts ;  in  th e  U n ite d  K in g d o m , in d e e d , th e  
d is c o u n t  h o u se s  a re  th e  p r in c ip a l  b o r ro w e rs  a t  th e  B a n k  
o f  E n g la n d , w h ile  th e  c o m m e rc ia l b a n k s  d o  n o t  b o rro w  
a t  th e  c e n tra l  b a n k  a t  a ll.

T h e  s tr ic t  ru le s  th a t  u s e d  to  lim it th e  e lig ib ility  o f  b ills  
fo r  d is c o u n tin g  a n d  o f se c u r itie s  as  c o lla te ra l  fo r  ad v a n c e s , 
a s  w e ll as  th e  m a x im u m  p e r io d  o f  su c h  a d v a n c e s , h a v e  b y  
n o w  b e e n  c o n s id e ra b ly  re la x e d , as  i t  h a s  b e e n  in c re a s in g ly  
re a liz e d  th a t  e lig ib ility  ru le s  a s  su ch  a re  n o t  a  p ro te c t io n  
a g a in s t  o v e re x p a n s io n  o f c re d it . M o s t  fo re ig n  c o u n tr ie s  
n o  lo n g e r  l im it c e n tra l  b a n k  d is c o u n ts  to  th e  c o m m e rc ia l  
b il l  o f  ex c h a n g e  in  th e  s tr ic t  sen se  o f  th e  te rm , b u t  p e rm it  
th e  d is c o u n tin g  o f  a  w id e  v a rie ty  o f  o th e r  p a p e r .  S im ila rly , 
th e  a d m iss ib le  c o lla te ra l  fo r  c e n tra l  b a n k  a d v a n c e s  n o w  
o f te n  in c lu d e s  n o t  o n ly  a ll ty p e s  o f g o v e rn m e n t secu ritie s  
b u t  v a r io u s  o th e r  se c u r itie s  as  w e ll. T h e  te n d e n c y  o f  c o m 
m e rc ia l b a n k s  in  a  g re a t  m a n y  c o u n tr ie s  to  se e k  c e n tra l 
b a n k  a c c o m m o d a tio n  in  th e  fo rm  o f  s h o r t- te rm  c o lla te ra l  
lo a n s  r a th e r  th a n  o f  d isc o u n ts  h a s  p u s h e d  th e  e a r lie r  
d isc o u n t-e lig ib ility  ru le s  still f u r th e r  in to  th e  b a c k g ro u n d . 
T h is  t r e n d  re flec ts  p r im a r i ly  th e  d e c re a s e d  im p o r ta n c e  o f 
th e  c o m m e rc ia l  b il l  o f  e x c h a n g e  a n d  h a s  b e e n  fa c i l i ta te d  
b y  th e  e n la rg e d  c o m m e rc ia l b a n k  h o ld in g s  o f  g o v e rn m e n t 
s e c u r itie s , w h ich  p ro v id e  re a d y  c o lla te ra l  fo r  c e n tra l  b a n k  
le n d in g . A d v a n c e s  h a v e  a lso  te n d e d  to  b e c o m e  th e  p r e 
fe r r e d  m e th o d  o f  b o rro w in g  b e c a u s e  th e  fu n d s  a re  f re 
q u e n tly  n e e d e d  o n ly  fo r  s h o r t  p e r io d s  a n d  b e c a u se  th is  
fo rm  o f  b o rro w in g  is m o re  c o n v e n ie n t.

A n o th e r  m a jo r  e le m e n t o f  d is c o u n t p o lic y  is  th e  r a te  
th a t  th e  c e n tra l  b a n k  a p p lie s  to  its  d is c o u n ts  a n d  ad v a n c e s . 
U n d e r  e a r lie r  c e n tra l  b a n k in g  p ra c tic e s , th e  d is c o u n t r a te  
w a s  th e  r a te  fo r  th e  d isc o u n tin g  o f  p r im e  c o m m e rc ia l  b ills , 
w ith  a  so m e w h a t h ig h e r  r a te  fo r  a d v a n c e s  a g a in s t  c o lla t
e ra l;  a t  tim e s, h o w ev e r, so m e  c e n tra l  b a n k s  a lso  re q u ire d  a  
h ig h e r  r a te  fo r  d is c o u n ts  o f  less  a c c e p ta b le  p a p e r .  T o d a y , 
in  c o n tra s t ,  m a n y  c e n tra l  b a n k s  a c tu a lly  p u b lish  a  s ch ed u le  
o f  sev e ra l d iffe ren t r a te s  fo r  th e ir  d is c o u n ts  a n d  ad v a n c e s .

A t  th e  m o m e n t, a  s in g le  r a te  is in  e ffec t in  o n ly  a  few  
fo re ig n  c o u n tr ie s , p r im a r i ly  C a n a d a , I ta ly , N e w  Z e a la n d , 
th e  P h ilip p in e s , a n d  th e  U n i te d  K in g d o m . S e v e ra l c e n tra l  
b a n k s , p a r t ic u la r ly  th o s e  in  W e s t G e rm a n y  a n d  S w itze r
la n d , h a v e  r e ta in e d  th e  e a rly  p ra c tic e  o f  h a v in g  tw o  m a in

ra te s , w ith  a  r a te  o n  a d v a n c e s  so m e w h a t h ig h e r  th a n  th e  
r a te  a p p lic a b le  to  d isc o u n ts . A  few  o th e r  c e n tra l  b a n k s  

se t, b e s id e s  th e  d is c o u n t  ra te ,  se v e ra l r a te s  fo r  a d v a n c e s ,  

v a ry in g  w ith  th e  c o lla te ra l.
A b o u t  h a lf  o f  th e  fo re ig n  c e n tra l  b a n k s  m a in ta in  d is 

c o u n t  r a te  sca le s, w ith  tw o  o r  m o re  ra te s  a c c o rd in g  to  th e  
p u rp o se  o f  th e  lo a n ; th is  p ra c t ic e  is p a r t ic u la r ly  p r e v a l e n t  

in  L a t in  A m e r ic a 1 a n d  A s ia . T h e  lo w e r  ra te s  o f  th e se  
d is c o u n t r a te  sca le s  a p p ly  m o s t o f te n  to  a g r ic u ltu ra l  p a p e r ,  

b u t f re q u e n tly  a lso  to  lo a n s  to  o ffic ia l d e v e lo p m e n t-c re d it  
in s ti tu tio n s  a n d , in  so m e  c o u n tr ie s , to  T re a s u ry  b ills .

T h e  D i s c o u n t  R a t e  a n d  t h e  C o s t  o f  C r e d i t

D is c o u n t  p o lic y  seek s  to  a ffec t b o th  th e  c o s t a n d  th e  
av a ila b ili ty  o f b a n k  c re d it ,  a n d  its  in f lu en ce  d e p e n d s  in  
t h e  firs t p la c e  o n  th e  e x te n t  o f  c o m m e rc ia l  b a n k  b o rro w in g  
f ro m  th e  c e n tra l  b a n k . I n  a  n u m b e r  o f  c o u n tr ie s  (p a r t ic u 
la r ly  C a n a d a  a n d  S w itze rlan d ) c o m m e rc ia l  b a n k  r e c o u r s e  

to  c e n tra l  b a n k  c re d it  is o rd in a r i ly  v e ry  sm a ll. A t  t h e  

o th e r  e x tre m e  is a  m u c h  la rg e r  g ro u p  o f c o u n tr ie s  ( n o t a b l y  

A u s tr ia , B e lg iu m , F ra n c e ,  a n d  a  n u m b e r  o f  L a t in  
A m e r ic a n  c o u n tr ie s )  w h e re  th e  c o m m e rc ia l  b a n k s ’ b o r 
ro w in g  f ro m  th e  c e n tra l  b a n k  g e n e ra lly  ex ceed s  th e ir  d e 
p o s its  a t  th e  c e n tra l  b a n k , o f te n  b y  se v e ra l tim e s , a n d  is 
so m e  tim e s  as  la rg e  as  o n e  th i rd  o f  th e  to ta l  c o m m e rc ia l  
b a n k  lo a n s  to  th e  p r iv a te  s e c to r  o f th e  e c o n o m y . T h is  
g re a t  v a r ia t io n  in  c o m m e rc ia l b a n k  r e c o u rse  to  c e n tra l  
b a n k  c re d it  is d u e  to  a  n u m b e r  o f  fa c to rs . I n  m a n y  c o u n 
tr ie s , n o ta b ly  F ra n c e ,  i t  h a s  re m a in e d  th e  c u s to m  fo r  th e  
c e n tra l  b a n k  to  re d is c o u n t  c o m m e rc ia l  p a p e r  fo r  th e  c o m 
m e rc ia l b a n k s  a t  a n y  t im e  a n d  n o t  m e re ly  w h e n  th e  
b a n k s  h a v e  e x h a u s te d  a ll o th e r  so u rc e s  fo r  re p le n ish in g  
th e ir  fu n d s . In  a n o th e r  g ro u p  o f  c o u n tr ie s , th e  c o m m e rc ia l  
b a n k s  h a v e  g e n e ra lly  fo u n d  li t t le  n e e d  to  b o r ro w  f ro m  th e  
c e n tra l  b a n k  b e c a u se  th e y  re m a in  v e ry  l iq u id  as  a  r e s u lt  
o f  W o rld  W a r  I I  f in a n c e  (as  in  th e  N e th e r la n d s )  o r  o f  
b a la n c e -o f-p a y m e n ts  su rp lu se s  ( a s  in  S w itz e r la n d ) .  I n  
so m e  o f  th e  less  d e v e lo p e d  c o u n tr ie s , th e  c o m m e rc ia l  
b a n k s  te n d  to  a v o id  re c o u rse  to  th e  c e n tra l  b a n k  e x c e p t 
in  e x tra o rd in a ry  c irc u m sta n c e s , s in ce  th e y  p re fe r  to  o p e r 
a te  w ith  a m p le  re se rv es .

In  c o u n tr ie s  w h e re  c o m m e rc ia l  b a n k  re c o u rs e  to  c e n tra l  
b a n k  c re d it  is  u s u a lly  la rg e , th e  d ire c t  in f lu en ce  o f  th e  d is 
c o u n t  r a te  b o th  o n  m a rk e t  y ie ld s  a n d  o n  th e  r a te s  c h a rg e d  
b y  th e  c o m m e rc ia l b a n k s  te n d s  to  b e  g re a t. E v e n  in  th o s e  
c o u n tr ie s  w h e re  s u c h  r e c o u rse  is  g e n e ra lly  sm a ll, h o w e v e r, 
d is c o u n t r a te  c h a n g e s  te n d  to  h a v e  w id e  re p e rc u ss io n s . I n  
th e  f irs t p la c e , m o n e y  m a rk e t  r a te s  r e a c t  q u ic k ly  in  a  m a r 
k e t th a t  w o rk s  o n  a  n a r ro w  m a rg in  a n d  d e p e n d s  o n  c e n tra l  
b a n k  a c c o m m o d a tio n  f ro m  tim e  to  tim e . I n  a d d it io n ,  in

1 See "Monetary Policy in Latin America”, Monthly Review, April
1956.
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th o s e  fo re ig n  c o u n tr ie s  w h e re  e ffec tiv e  o p e n  m a rk e t  o p e ra 
tio n s  a re  p o ss ib le  o r  w h e re  v a r ia tio n s  in  c o m m e rc ia l  b a n k  
c a sh - re s e rv e  r e q u ire m e n ts  a re  o n e  o f th e  a v a ila b le  to o ls  o f 
m o n e ta ry  p o lic y ,2 th e  c e n tra l  b a n k  c a n  a ffec t th e  c o s t o f 
c o m m e rc ia l b a n k  c re d it  b y  in flu en c in g  th e  a m o u n t th a t  th e  
c o m m e rc ia l  b a n k s  h a v e  to  b o r ro w  a n d  b y  c h a n g in g  th e  
r a te  th a t  i t  c h a rg e s  fo r  its  a c c o m m o d a tio n .

In  m a n y  fo re ig n  c o u n tr ie s , m o re o v e r , th e  in f lu en ce  o f  
th e  d is c o u n t r a te  o n  th e  c o s t o f  c re d it  d o e s  n o t  d e p e n d  o n  
d ire c t  m a rk e t  e ffec ts  a lo n e . T h e  d is c o u n t r a te  h a s  a  c o n 
s id e ra b le  p sy ch o lo g ic a l im p o rta n c e , s in ce  d is c o u n t r a te  
ch an g e s  a re  o f te n  a n  in d ic a t io n  o f a n  in te re s t  r a te  m o v e 
m e n t th a t  th e  c e n tra l  b a n k  e i th e r  e x p e c ts  o r  d e s ire s . A s  a  
r e s u lt ,  in  a  n u m b e r  o f  fo re ig n  c o u n tr ie s , n o ta b ly  in  th e  
U n ite d  K in g d o m , a  m o re  o r  less  fix ed  re la t io n s h ip  h a s  b e e n  
e s ta b lis h e d  b e tw e e n  th e  d is c o u n t r a te  a n d  c o m m e rc ia l  
b a n k  in te re s t  ra te s . M a n y  o f  th e  n e w e r  c e n tra l  b a n k s  in  
A s ia  a n d  in  L a t in  A m e r ic a  a n d  so m e  c e n tr a l  b a n k s  e lse 
w h e re , m o re o v e r , h a v e  a u th o r i ty  to  c o n tro l  c o m m e rc ia l 
b a n k  ra te s  d ire c tly  b y  im p o s in g  m a x im u m  ra te s , a n d  th u s  
c a n  in  e ffec t c h a n g e  th e se  r a te s  a lo n g  w ith  th e  d is c o u n t 
r a te ;  so fa r ,  h o w e v e r, m o s t  o f  th e se  c o u n tr ie s  h a v e  m a d e  
re la tiv e ly  l i t t le  u se  o f th e se  p o w e rs .

D is c o u n t in g  a n d  t h e  A v a il a b il it y  o f  C r e d it

A s  f a r  a s  th e  e ffec t o f  d is c o u n t p o lic y  o n  th e  av a ila b ility  
o f  c re d it  is  c o n c e rn e d , r e c o u rse  to  c e n tra l  b a n k  a c c o m m o 
d a tio n  m a y  p re s e n t  a  p ro b le m , s in ce  th e  b a n k in g  sy stem , 
b y  b o rro w in g  f ro m  th e  c e n tra l  b a n k  a n d  th u s  a d d in g  to  its  
re se rv es , c a n  o ffse t th e  c e n tra l  b a n k 's  a tte m p ts  to  re d u c e  
th e  c a sh  b a se  d u r in g  a  re s tr ic tiv e  p h a s e  o f  m o n e ta ry  p o lic y . 
W h e re  th e re  is a  t r a d i t io n a l  re lu c ta n c e  o n  th e  p a r t  o f  th e  
c o m m e rc ia l b a n k s  to  r e m a in  in d e b te d  to  th e  c e n tra l  b a n k  
fo r  lo n g , th e  p ro b le m  is  g re a tly  re d u c e d . B u t  su c h  a  t r a d i 
t io n  is r a th e r  r a r e  o u ts id e  th is  c o u n try , w ith  th e  re s u lt  th a t  
v a r io u s  a r ra n g e m e n ts  h a v e  b e e n  d e v ise d  to  s tre n g th e n  th e  
c e n tra l  b a n k ’s c o n tro l  o v e r  th e  a m o u n t o f  its  d is c o u n ts  
a n d  a d v an c es .

U n d e r  th e  e a r lie r  c e n tra l  b a n k in g  t r a d i t io n  as  i t  ev o lv ed  
in  th e  U n ite d  K in g d o m , th e  d is c o u n t r a te  w as  se t  h ig h  
e n o u g h  to  b e  a  “p e n a lty  r a t e ” , a n d  as  su c h  te n d e d  to  d is 
c o u ra g e  b o rro w in g  f ro m  th e  c e n tr a l  b a n k . O rig in a lly , a  
p e n a lty  r a te  w as  d e fin e d  as  a  r a te  h ig h e r  th a n  th e  r a te  
c h a rg e d  b y  th e  c o m m e rc ia l b a n k  o n  p a p e r  p re s e n te d  fo r  
re d is c o u n t. H o w e v e r , w ith  th e  d e c lin e  in  th e  im p o r ta n c e  o f  
c o m m e rc ia l b a n k  d isc o u n ts  th is  d e fin itio n  la rg e ly  c e a se d  to  
ap p ly . A t  p re s e n t  i t  seem s to  b e  g e n e ra lly  c o n s id e re d  th a t  
a  d is c o u n t r a te  is  a  p e n a lty  r a te  w h e n  i t  is  a p p re c ia b ly  
a b o v e  th e  r a te  o n  th e  p iv o ta l  a s se t (m o s t  o f te n  T re a s u ry  
b ills  b u t ,  in  so m e  c o u n tr ie s , a lso  c a ll lo a n s)  th ro u g h  w h ich

2 See "Commercial Bank Reserve Requirements Abroad”, Monthly 
Review, October 1955.

th e  c o m m e rc ia l b a n k s  a d ju s t  th e ir  p o r tfo lio s . I n  th is  sen se , 
th e re  a re  o n ly  a  few  fo re ig n  c e n tr a l  b a n k s  to d a y , p r i 
m a rily  th e  B a n k  o f  E n g la n d , w h o se  d is c o u n t r a te  c a n  b e  
c a lle d  a  p e n a lty  ra te .

M a n y  fo re ig n  c o u n tr ie s  h a v e  th u s  tu rn e d  to  o th e r  m e a n s  
o f  lim itin g  c e n tra l  b a n k  le n d in g  to  th e  c o m m e rc ia l b a n k s . 
A  n u m b e r , in c lu d in g  in  r e c e n t  y e a rs  B e lg iu m , C o lo m b ia , 
a n d  U ru g u a y , h a v e  a t  tim e s  t ig h te n e d  th e  e lig ib ility  r e 
q u ire m e n ts  fo r  c o m m e rc ia l  p a p e r  p re s e n te d  fo r  r e d is c o u n t, 
w h ile  o th e rs  h a v e  e n d e a v o re d  to  re s t r ic t  th e  a m o u n t o f  
c e n tra l  b a n k  le n d in g  in  m o re  d ire c t  w ays. T h u s  in  so m e  
c o u n tr ie s , a m o n g  th e m  B ra z il  a n d  W e s t G e rm a n y , th e  
m o n e ta ry  a u th o r i t ie s  o n  o c c a s io n  d e c lin e d  to  in c re a se , o r  
a c tu a lly  c u t  b a c k , th e ir  lo a n s  to  th e  c o m m e rc ia l  b a n k s . 
O th e r  c o u n tr ie s , fo r  e x a m p le  F in la n d , h a v e  a t  tim e s  
w a rn e d  th e  c o m m e rc ia l  b a n k s  th a t  n o  f u r th e r  a c c o m m o d a 
tio n  w o u ld  b e  a v a ila b le  to  th e m  if  th e y  c o n tin u e d  th e ir  
c re d it  e x p a n s io n . M a n y  o f  th e  n e w e r  c e n tra l  b a n k s , in 
c lu d in g  th o s e  in  G u a te m a la  a n d  K o re a , a re  a c tu a lly  e m 
p o w e re d , o r  e v e n  r e q u ire d , b y  s ta tu te  to  in f lu en ce  g e n e ra l 
c re d it  c o n d itio n s  w h e n  c re d it  c re a t io n  is ex cessiv e ly  r a p id  
b y  d e c lin in g  to  le n d  to  th e  c o m m e rc ia l b a n k s  re g a rd le ss  
o f  th e  e lig ib ility  o f  th e  p a p e r  s u b m itte d  fo r  d is c o u n t o r  th e  
c re d it-w o r th in e s s  o f th e  b o rro w e r .

S pecific  ce ilin g s  o n  c e n tra l  b a n k  le n d in g  ex is t in  a  
n u m b e r  o f  c o u n tr ie s , in c lu d in g  A u s tr ia ,  B e lg iu m , C o lo m 
b ia , C o s ta  R ic a , F ra n c e ,  a n d  W e s t G e rm a n y . T h e s e  ce il
ings a re  o f te n  b a se d  o n  th e  c o m m e rc ia l  b a n k s ’ c a p ita l  
fu n d s , a n d  u su a lly  e x e m p t so m e  c a te g o r ie s  o f  c o m m e rc ia l 
b a n k  b o rro w in g  f ro m  th e  c e n tra l  b a n k , s in ce  th e  a u th o r 
itie s  h a v e  n o t  fo u n d  it  p o s s ib le  to  lim it c e n tra l  b a n k  le n d 
in g  v e ry  r ig id ly . I n  a d d itio n , in  C h ile , C o lo m b ia , F in la n d , 
a n d  J a p a n ,  s u c h  d is c o u n t  lin e s  a re  o r  h a v e  b e e n  u tiliz ed , 
a lo n g  w ith  p ro g re s s iv e  d is c o u n t r a te s  th a t  in c re a s e  w ith  
th e  a m o u n t b o r ro w e d ; a  d if fe re n t ty p e  o f  p ro g re s s iv e  r a te  
h a s  b e e n  e m p lo y e d  in  P a k is ta n ,  w h e re  th e  p ro g re s s io n  
d e p e n d e d  n o t  o n  th e  a m o u n t o f  b o rro w in g  b u t  o n  its  
d u ra t io n .

A s id e  f ro m  u s in g  th e  d is c o u n t  in s tru m e n t to  in flu en ce  
th e  o v e r-a ll  v o lu m e  o f  c re d it ,  a  n u m b e r  o f  fo re ig n  c e n tra l  
b a n k s , p a r t ic u la r ly  th o s e  in  L a t in  A m e r ic a  a n d  A s ia , h a v e  
c o m e  to  u se  i t  a s  a  to o l  o f  se lec tiv e  c re d it  c o n tro l, e i th e r  
b y  p re s c r ib in g  d if fe re n t c r i te r ia  fo r  re d is c o u n ts  o f  d if fe re n t 
ty p e s  o f  b ills  o r  b y  fix in g  r a te s  th a t  v a ry  a c c o rd in g  to  th e  
p u rp o s e  o f  th e  lo a n . B y  a n d  la rg e , h o w ev e r, th e  e ffec tiv e 
n ess  o f  th e  se lec tiv e  u se  o f  th e  d is c o u n t in s tru m e n t is  
o p e n  to  d o u b t.

T h e  R e v iv a l  o f  t h e  D is c o u n t  R a t e  In s t r u m e n t

T h e  p o s tw a r  re v iv a l o f  th e  d is c o u n t r a te  in s tru m e n t w as  
s low  a t  firs t, b u t  g ra d u a lly  g a th e re d  sp e e d  as  m o re  a n d  
m o re  c o u n tr ie s  fo u n d  m o n e ta ry  c o n tro ls  to  b e  a  v ita l p a r t
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o f  a n ti- in f la tio n a ry  p o lic ie s . B y  1 9 5 5 , in  fa c t, m o s t  E u r o 
p e a n  a n d  B rit is h  C o m m o n w e a lth  c o u n tr ie s  w ith* w e ll- 
d e v e lo p e d  m o n e ta ry  a n d  b a n k in g  sy s tem s h a d  a g a in  tu rn e d  
to  d is c o u n t  p o lic ie s  a n d  m a n y  w e re  u s in g  th is  m o n e ta ry  
to o l q u ite  e m p h a tic a lly . W ith  th e  w id e r  re c o u rse  to  th e  
d is c o u n t in s tru m e n t, th e se  c o u n tr ie s  h a v e  te n d e d  to  ra is e  
o r  lo w e r  th e ir  d is c o u n t  ra te s  m o re  o r  less  a t  th e  sam e  tim e . 
T h e  f irs t g e n e ra l p h a s e  o f  d is c o u n t r a te  in c re a se s  la s te d  
f ro m  m id -1 9 5 0  th ro u g h  e a r ly  1 9 5 2 ; th e se  in c re a se s  w^ere 
fo llo w ed  b y  d e c lin e s  w h ich , in  so m e  c o u n tr ie s  th a t  h a d  
ra is e d  th e ir  d is c o u n t r a te s  re la tiv e ly  ea rly , h a d  a lre a d y  
b e g u n  in  th e  se c o n d  h a lf  o f  1 9 5 1 . T h e  seco n d , o r  c u rre n t , 
u p w a rd  m o v e m e n t s ta r te d  in  m id -1 9 5 4  a n d  b e c a m e  m o re  
p ro n o u n c e d  a f te r  th e  B a n k  o f  E n g la n d  r a te  in c re a s e  a t 
th e  b e g in n in g  o f  1 9 5 5 . E v e n  th o u g h  c h an g e s  h a v e  g e n 
e ra lly  b e e n  less  n u m e ro u s  th a n  d u r in g  th e  p r e - 1 9 1 4  p e r io d  
o r  e v en  d u r in g  th e  tw e n tie s , th e re  h a v e  b e e n  n o  less  th a n  
tw e n ty -s ix  in c re a se s  in  fif te en  c o u n tr ie s  in  E u r o p e  a n d  
th e  B rit is h  C o m m o n w e a lth  s in ce  th e  b e g in n in g  o f  1 9 5 5 ; 
in  m a n y  o f  th e se  c o u n tr ie s , ra te s  a re  n o w  th e  h ig h e s t s in ce  
th e  e a rly  th ir t ie s ,  a n d  in  so m e  ca se s  a re  a t  a ll- tim e  p e a k s .

I n  m o s t c o u n tr ie s  w ith  w e ll-d e v e lo p e d  f in an c ia l sy s tem s, 
m o re o v e r , d is c o u n t  r a te s  h a v e  c e a se d  to  b e  m e re  sy m b o ls  
a n d  h a v e  a g a in  b e c o m e  p o te n t  m o n e ta ry -c o n tro l  in s tru 
m e n ts . T h is  re v iv a l o f  e ffec tiv en ess  h a s  b e e n  la rg e ly  d u e  
to  th e  a b s o rp tio n  o f  th e  w a r- in h e r i te d  ex cess  l iq u id ity  o f 
th e  b a n k in g  sy s tem s as  a  re s u lt  o f  th e  p o s tw a r  in c re a se  in  
p ro d u c t io n  a n d  p r ic e s . M o n e ta ry  p o lic y  m e a su re s  l ik e 
w ise  h a v e  re d u c e d  b a n k in g  liq u id ity , th u s  m a k in g  th e  
b a n k in g  sy s tem s m o re  d e p e n d e n t  o n  c e n tra l  b a n k  c re d it  
a n d  th e  d is c o u n t r a te  m o re  e ffec tiv e . F o r  ex a m p le , sp ec ia l 
re se rv e  re q u ire m e n ts  w e re  e s ta b lis h e d  in  B e lg iu m  in  1 9 4 6 , 
in  I ta ly  in  1 9 4 7 , a n d  in  F ra n c e  in  1 9 4 8  u n d e r  th e  im m e 
d ia te  p o s tw a r  c irc u m s ta n c e s  th e n  p re v a ilin g . I n  la te  1 9 4 8  
W est G e rm a n y , a n d  in  1 9 5 2  N e w  Z e a la n d , b e g a n  to  re s o r t  
to  in c re a se s  in  c a sh  re se rv e  re q u ire m e n ts . S till a n o th e r  
m e th o d  o f  re d u c in g  th e  liq u id ity  o f  th e  b a n k s  w as u s e d  in  
N o rw a y  a n d  S w ed en  in  1 9 5 5 , w h e n  lo n g - te rm  g o v e rn m e n t 
b o n d s  w e re  f lo a te d  a t  in te re s t  r a te s  th a t  w e re  a b o v e  th o se  
m a in ta in e d  e a r lie r ,  a n d  in  a d d it io n  re se rv e  re q u ire m e n t 
p ro v is io n s  b e c a m e  effec tiv e .

I n  m a n y  c o u n tr ie s  a  m o re  flex ib le  u se  o f  o p e n  m a rk e t  
o p e ra tio n s , fo llo w in g  u p o n  th e  a b a n d o n m e n t o f r ig id  s u p 
p o r ts  o f  g o v e rn m e n t se c u r itie s , a lso  c o n tr ib u te d  g re a tly  
to w a rd  e n h a n c in g  th e  im p o r ta n c e  o f  th e  d is c o u n t ra te , 
s in ce  i t  r e tu rn e d  to  th e  c e n tra l  b a n k  a  la rg e  m e a su re  o f 
c o n tro l  o v e r  c re d it  c re a tio n . W h e n  th e  B a n k  o f E n g la n d , 
fo r  in s ta n c e , r a is e d  its  d is c o u n t r a te  in  N o v e m b e r  195 1  
fo r  th e  firs t t im e  s in ce  th e  p re w a r  p e r io d , s ig n a lin g  a  
r e tu r n  to  m o n e ta ry  flex ib ility , a  c ru c ia l  c h a n g e  w as  th a t  
th e  b a n k  c e a se d  s u p p o rtin g  T re a s u ry  b ills  a t  a  fixed  ra te .

T h e  c o u n tr ie s  w ith  less  d e v e lo p e d  f in a n c ia l sy s tem s, o n  
th e  o th e r  h a n d , h a v e  c h a n g e d  th e ir  d is c o u n t ra te s  r a th e r

in fre q u e n tly . M o n e ta ry  p o lic y  is  n e c e s sa rily  less  e ffec tiv e  
in  th e se  c o u n tr ie s  in s o fa r  a s  a  p a r t ,  p e rh a p s  s u b s ta n tia l ,  o f  
th e ir  e c o n o m ie s  is s till o u ts id e  th e  m o n e y  s tre a m ; in  a d d i
tio n , th e  le ss  d e v e lo p e d  s ta te  o f  th e ir  f in an c ia l sy s tem s n a r 
ro w s  th e  sco p e  fo r  d is c o u n t p o lic ie s  a n d  o th e r  q u a n ti ta t iv e  
m o n e ta ry  in s tru m e n ts . M o re o v e r , w h e re  d is c o u n t  p o lic y  
h a s  b e e n  u se d  in  th e se  c o u n tr ie s , i t  h a s  f re q u e n tly  ta k e n  
th e  fo rm , n o t  o f  s im p le  d is c o u n t  r a te  m o v es , b u t  r a th e r  o f  
d ire c t lim ita tio n s  o n  th e  a m o u n ts  o f  c e n tra l  b a n k  le n d in g  
a s  w e ll a s  o f  ch an g e s  in  se lec tiv e  d is c o u n t r a te  sca le s .

C o n c l u d in g  R e m a r k s
W h ile  th e  p o s tw a r  d e v e lo p m e n t o f  d is c o u n t p o lic ie s  a n d  

te c h n iq u e s  a b ro a d  th u s  p o in ts  u p  a  n u m b e r  o f  d iffe ren c es  
f ro m  th e  p r e - 1 9 3 0  p e r io d , i t  a lso  re v e a ls  t h a t  d is c o u n t 
p o lic y  s till h a s  a n  im p o r ta n t  ro le  to  p la y  in  in f lu e n c in g  th e  
c o s t a n d  a v a ila b il i ty  o f  c re d it .  W ith  th e  re v iv a l o f  a c tiv e  
m o n e ta ry  p o lic y , d is c o u n t r a te  c h a n g e s  h a v e , in  m a n y  fo r 
e ig n  c o u n tr ie s , r e g a in e d  th e ir  p o w e rfu l p sy c h o lo g ic a l in flu 
en ce . T ra d i t io n a l  a r ra n g e m e n ts  re la t in g  b a n k  in te re s t  r a te s  
to  th e  d is c o u n t  r a te  h a v e  b e e n  re -e s ta b lis h e d  a n d  h a v e  le d  
to  th e  a lm o s t im m e d ia te  r e a c t io n  o f  th e se  r a te s  to  d is c o u n t 
r a te  m o v e m e n ts . M o re o v e r , w ith  th e  g ra d u a l  r e tu r n  o f  
f lex ib ility  in  th e  m a jo r  m o n e y  c e n te rs  a n d  th e  b ro a d e n in g  
o f th e  n e w e r  m o n e y  m a rk e ts ,  c h an g e s  in  d is c o u n t ra te s  
te n d  to  b e  tr a n s m it te d  fa ir ly  ra p id ly  to  o th e r  m a rk e t  r a te s . 
In  a d d itio n , a  n u m b e r  o f  fo re ig n  c o u n tr ie s  n o w  n o t  o n ly  
u se  d is c o u n t p o lic y  to  in f lu en ce  in te re s t  ra te s , b u t  a lso  
in flu en ce  d ire c tly  th e  a m o u n t o f  c o m m e rc ia l  b a n k  b o r 
ro w in g  f ro m  th e  c e n tra l  b a n k .

T h e  p re s e n t-d a y  e c o n o m ic  se ttin g , h o w e v e r, im p o se s  
v a r io u s  l im ita t io n s  o n  th e  e ffec tiv en ess  o f  th e  d is c o u n t  r a te  
w e a p o n  a b ro a d . I n  c e r ta in  c o u n tr ie s , th e  g ro w th  o f 
n a tio n a liz e d  in d u s tr ie s  a n d  o th e r  o ffic ially  c o n tro l le d  e n te r 
p rise s  h a s  la rg e ly  in s u la te d  m a jo r  s e c to rs  o f  th e  e c o n o m y  
a g a in s t c h a n g e s  in  th e  c o s t a n d  a v a ila b il i ty  o f  c re d it .  
M o re o v e r , p r iv a te  d e m a n d  fo r  b a n k  c re d it  seem s to  b e  
re s p o n d in g  less  re a d ily  to  in te re s t  ch an g e s  b e c a u s e  o f  th e  
h ig h e r  lev e ls  o f  ta x a t io n ,  th e  w id e s p re a d  p ra c t ic e  o f  f in a n c 
in g  in v e s tm e n t b y  p lo u g h in g  b a c k  p ro fits , a n d  th e  re d u c e d  
im p o r ta n c e  o f  th e  c o m m e rc ia l  b ill. S till a n o th e r  l im ita tio n  
o n  d is c o u n t p o lic y  in  c e r ta in  c o u n tr ie s  is  th e  g re a t  l iq u id ity  
o f  th e ir  b a n k in g  sy s tem s, w h ic h  re su lts  in  c e n tra l  b a n k  
a c c o m m o d a tio n  b e in g  l i t t le  u s e d  a n d  th e  d is c o u n t ra te  
b e in g  o u t  o f  to u c h  w ith  th e  m a rk e t .  M o re o v e r , so m e  fo r 
e ig n  c e n tra l  b a n k s  h a v e  still n o t  g a in e d  fu ll c o n tro l o v e r  
th e  c a sh  b a se  o f  th e  b a n k in g  sy s tem , s in ce  th e y  c o n tin u e  
to  a llo w  f re e  access  to  th e ir  c re d it  fa c ilitie s  th ro u g h  a 
“ b a c k  d o o r” a t  a  lo w  r a te  ( o f te n  b y  s ta n d in g  re a d y  to  
p u rc h a s e  T re a s u ry  b ills  a t  a  p e g g e d  r a te )  r a th e r  th a n  
th ro u g h  th e  d is c o u n t w in d o w . F u r th e rm o re ,  ev e n  in  c o u n 
tr ie s  w ith  re la tiv e ly  d e v e lo p e d  m o n e y  m a rk e ts  th e  r e la t io n 
sh ip  b e tw e e n  th e  m o n e y  m a rk e t  a n d  th e  c a p ita l  m a rk e t  is

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



FEDERAL RESERVE BANK OF NEW YORK 81

o f te n  su ch  th a t  im p u lse s  im p a r te d  to  s h o r t- te rm  ra te s  b y  
d is c o u n t r a te  c h a n g e s  a re  n o t  n e c e s sa rily  re f le c te d  in  lo n g 
te rm  ra te s . F in a lly , in te rn a t io n a l  c a p ita l  m o v e m e n ts  a re  
less f re e  th a n  b e fo re  th e  w a r  a n d  less  sen s itiv e  to  in te re s t  
r a te  ch an g e s .

D e sp ite  th e s e  a n d  o th e r  o b s ta c le s  to  th e  e ffic ien t w o rk 
in g  o f  d is c o u n t p o lic y  to d a y , th e  d is c o u n t in s tru m e n t h a s  
re g a in e d  m u c h  o f  its  fo rm e r  im p o r ta n c e .  I n  r e c e n t  y e a rs  
n u m e ro u s  fo re ig n  c o u n tr ie s  h a v e  r e s o r te d  to  d is c o u n t r a te

ad ju s tm e n ts , n o t  u n d e r  e m e rg e n c y  c irc u m s ta n c e s  w h e n  b y  
th e ir  la te n e s s  th e y  w o u ld  g e n e ra lly  b e  in e ffec tiv e , b u t  a t  a  
re la tiv e ly  e a rly  s tag e  a n d  o f te n  a t  th e  f irs t s igns o f  ch an g e s  
in  e c o n o m ic  c o n d itio n s . E v e n  th o u g h  th e  d is c o u n t in s t ru 
m e n t h a s  lo s t  so m e  o f  its  s im p lic ity  a n d  d ire c tn e s s , a n d  is 
s till r a th e r  s u b o rd in a te  in  c o u n tr ie s  w ith  less  d e v e lo p e d  
f in a n c ia l sy s tem s, in  th o s e  fo re ig n  c o u n tr ie s  w h e re  i t  is 
u s e d  a lo n g  w ith  o th e r  m o n e ta ry  c o n tro l  w e a p o n s  i t  o n c e  
m o re  h a s  a  p r im e  p la c e  in  th e  a rm o ry  o f  e c o n o m ic  p o licy .

COMMERCIAL AND INDUSTRIAL LOANS IN 1955

T h is  a r tic le  is th e  s e c o n d  o f  a  se rie s  d iscu ss in g  th e  
re su lts  o f  a  su rv ey  o f  o u ts ta n d in g  c o m m e rc ia l  a n d  in d u s 
tr ia l  lo a n s  o f  m e m b e r  b a n k s  in  th e  S ec o n d  D is tr ic t. T h e  
s tu d y  is p a r t  o f  a  n a tio n -w id e  su rv ey  c o n d u c te d  b y  th e  
F e d e ra l  R e se rv e  S y s tem  o f c o m m e rc ia l a n d  in d u s tr ia l  lo a n s  
o u ts ta n d in g  o n  O c to b e r  5 , 1 9 5 5 .

T h e  firs t a r tic le , p u b lish e d  in  th e  M a y  1 9 5 6  issu e  o f  th is  
R e v ie w , d e sc r ib e d  th e  p u rp o s e  a n d  g e n e ra l m e th o d o lo g y  o f  
th e  su rv ey , th e  tr e n d s  in  c o m m e rc ia l a n d  in d u s tr ia l  le n d 
in g  a t  b a n k s  in  th is  D is tr ic t  d u r in g  th e  p o s tw a r  p e rio d , 
a n d  th e  c h an g e s  in  lo a n s  to  v a rio u s  c a te g o rie s  o f  b u s in e sse s  
th a t  to o k  p la c e  b e tw e e n  N o v e m b e r  2 0 , 1 9 4 6 , th e  d a te  o f 
th e  p re v io u s  s im ila r  su rv ey , a n d  O c to b e r  5 , 1 9 5 5 . T h is  
a r tic le  an a ly ze s  fu r th e r  th e  p a t te r n  o f  lo a n s  b y  b a n k s  o f  
d iffe rin g  sizes, b y  th e  leg a l fo rm  o f  b u s in e ss  o rg a n iz a 
tio n , a n d  b y  th e  m a tu r i ty  o f  lo a n s  fo r  v a r io u s  ca te g o rie s  
o f b u s in e sse s .

A s  in  1 9 4 6 , th e  size  o f  a  b a n k  is a n  im p o r ta n t  f a c to r  in  
d e te rm in in g  th e  c h a ra c te r  o f  its  c u s to m e rs . T h e  sm a lle r  
th e  size o f th e  b a n k , th e  s m a lle r  th e  p r o p o r t io n  o f  its  lo a n s  
to  m a n u fa c tu r in g  a n d  m in in g , sa les  f in an c e , a n d  p u b lic  
u tility  c o m p a n ie s , w h ile  lo a n s  to  r e ta i l  m e rc h a n ts  a n d  
se rv ice  firm s a re  re la tiv e ly  m o re  im p o r ta n t .  H o w e v e r , as  
a  re s u lt  o f  th e  p o s tw a r  m e rg e r  m o v e m e n t a n d  th e  d e c lin e  
in  th e  n u m b e r  o f  sm a ll u n it  b a n k s , th e  la rg e r  b a n k s  in  
th is  D is tr ic t  h a v e  b e e n  se rv ic in g  a n  in c re a s in g  n u m b e r  
o f  firm s in  th e  fie lds tra d i t io n a lly  se rv e d  b y  th e  sm a lle r  
b a n k .

T h e  re la tiv e  a m o u n ts  o f  c re d it  e x te n d e d  b y  b a n k s  in  
th e  S ec o n d  D is tr ic t  to  c o rp o ra te  a n d  n o n c o rp o ra te  b o r 
ro w e rs  sh o w e d  li t t le  c h a n g e  in  th e  a g g re g a te  b e tw e e n  
1 9 4 6  a n d  1 9 5 5 , a l th o u g h  th e re  w e re  m in o r  re la tiv e  in 
c rea se s  in  th e  a m o u n t o f b o r ro w in g  b y  c o rp o ra t io n s  in  
th e  tr a d e  fie lds a n d  m in o r  d e c re a se s  in  m a n u fa c tu r in g  a n d  
m in in g  in d u s tr ie s . A p p ro x im a te ly  sev en  e ig h th s  o f  th e  
d o lla r  a m o u n t o f  to ta l  b u s in e ss  b o rro w in g  is d o n e  b y  
c o rp o ra tio n s .

T h e  n u m b e r  o f  te rm  lo a n s  e x te n d e d  b y  m e m b e r  b a n k s  
in  th is  D is tr ic t  in c re a s e d  s ig n ifican tly  b e tw e e n  1 9 4 6  a n d  
1 9 5 5 , b o th  in  a b so lu te  a m o u n t a n d  as  a  p ro p o r t io n  o f  th e

to ta l  n u m b e r  o f  lo a n s  e x te n d e d . T h e  m o s t im p o r ta n t  f a c 
to r  in  th e  in c re a s e  w as a n  e x p a n s io n  o f  sm a ll lo a n s  to  
re ta i l  m e rc h a n ts  a n d  se rv ice  f irm s. H o w e v e r , th e  p r o p o r 
t io n  o f  th e  d o lla r  a m o u n t  o f  te rm  lo a n s  to  to ta l  b u s in e ss  
c re d its  sh o w e d  lit t le  c h a n g e  b e tw e e n  1 9 4 6  a n d  1 9 5 5 .

L o a n s  t o  V a r io u s  C l a sse s  o f  B o r r o w e r s  
b y  Size  o f  B a n k

T h e  1 9 5 5  su rv ey , as  in  1 9 4 6 , c o n firm e d  th e  f a c t  th a t  
th e re  a re  m a rk e d  d iffe ren c es  in  th e  im p o r ta n c e  o f  v a rio u s  
in d u s tr ie s  as  lo a n  c u s to m e rs  fo r  d if fe re n t s iz e -g ro u p s  o f  
b a n k s . S m all b a n k s  te n d  to  se rv ice  in d u s tr ie s  in  w h ich  
th e  ty p ic a l u n i t  is sm a ll a n d  lo c a l in  c h a ra c te r ,  w h ile  
la rg e  b a n k s  te n d  to  se rv ice  in d u s tr ie s  in  w h ic h  th e  ty p ic a l 
c o m p a n y  is a  la rg e  c o n c e rn  d o in g  b u s in e ss  o v e r  a  w id e  
g e o g ra p h ic  a r e a .1 T h is  c o r re la t io n  b e tw e e n  size  o f  b o r 
ro w e r  a n d  size  o f  b a n k  re f lec ts  p r im a r i ly  th e  d iffe ren ces  
a m o n g  b a n k s  o f  v a ry in g  sizes in  re s o u rc e s  a n d  in  leg a l 
lim its  fo r  lo a n s  to  an y  o n e  c u s to m e r.

N e a r ly  h a lf  o f  th e  d o lla r  a m o u n t o f  a ll b u s in e ss  lo a n s  
o u ts ta n d in g  o n  th e  su rv e y  d a te  a t  th e  la rg e s t  b a n k s  in  th e  
D is tr ic t  ( th o s e  w ith  d e p o s its  o f  5 0 0  m ill io n  d o lla rs  o r  
m o re  o n  J u n e  3 0 , 1 9 5 5 )  w a s  e x te n d e d  to  m a n u fa c tu r in g  
a n d  m in in g  c o n c e rn s . L o a n s  to  t r a n s p o r ta t io n ,  c o m m u n i
c a tio n , a n d  p u b lic  u ti l i ty  c o m p a n ie s  a c c o u n te d  fo r  a n  
a d d it io n a l  17 p e r  c e n t  a n d  lo a n s  to  w h o le sa le  a n d  re ta il  
t r a d e  a n d  c o m m o d ity  d e a le rs  fo r  13 p e r  c e n t. C o n c e rn s  
in  th e  re a l  e s ta te , se rv ice , a n d  c o n s tru c t io n  fie lds e a c h  b o r 
ro w e d  5 p e r  c e n t o r  less  o f  th e  to ta l .  A b o u t  a  th i rd  o f  
th e  to ta l  d o lla r  a m o u n t o f  b u s in e ss  c re d its  e x te n d e d  b y  
m e d iu m -s iz e d  b a n k s  ( 5 0  m illio n  to  5 0 0  m illio n  d o lla r  d e 
p o s i t  g ro u p )  w e n t to  m a n u fa c tu r in g  a n d  m in in g  c o n c e rn s  
a n d  a b o u t 2 2  p e r  c e n t to  t r a d e  firm s.

I n  c o n tra s t ,  a t  th e  sm a lle s t-s iz e d  b a n k s  (w ith  d e p o s its  o f  
less  th a n  5 0  m illio n  d o l la r s ) ,  lo a n s  to  m a n u fa c tu r in g  a n d  
m in in g  firm s a c c o u n te d  fo r  le ss  th a n  2 0  p e r  c e n t  o f  th e ir  
to ta l  d o lla r  a m o u n t o u ts ta n d in g , t r a d e  c o n c e rn s  fo r  m o re

1 Subsequent articles will give more detailed information on the size of borrowers and will discuss the information provided by the 
survey on the location of borrowers relative to lending banks.
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th a n  o n e  th ird , a n d  c o n s tru c tio n , r e a l  e s ta te , a n d  serv ice  
f i r m s  f o r  re la tiv e ly  s u b s ta n tia l  a m o u n ts .

I n  n u m b e r  o f  lo a n s  o u ts ta n d in g , th e  c o n c e n tra t io n  o f  
m a n u fa c tu r in g  a n d  m in in g  b o rro w e rs  in  la rg e  b a n k s  a n d  
o f  t r a d e  a n d  se rv ice  firm s a t  sm a lle r  b a n k s  is  n o t  so 
m a rk e d . H o w e v e r , th e  p r o p o r t io n  o f  m a n u fa c tu r in g  a n d  
m in in g  lo a n s  to  th e  to ta l  n u m b e r  o f  c o m m e rc ia l  a n d  in 
d u s tr ia l  lo a n s  ra n g e d  d o w n w a rd  f ro m  m o re  th a n  2 5  p e r  
c e n t a t  b a n k s  w ith  d e p o s its  o f  1 b illio n  d o lla rs  o r  m o re  to  
a b o u t  10  p e r  c e n t a t  b a n k s  w ith  d e p o s its  o f  less  th a n  10 
m illio n  d o lla rs . T h e  p ro p o r t io n  o f  t r a d e  a c c o u n ts  ra n g e d  
u p w a rd  f ro m  a b o u t  3 0  p e r  c e n t  a t  th e  la rg e s t  b a n k s  to  
m o r e  th a n  4 0  p e r  c e n t a t  th e  sm a lle s t b a n k s  a n d  th a t  o f  
s e r v i c e  c o m p a n y  a c c o u n ts  f ro m  a b o u t  14  p e r  c e n t to  m o re  
th a n  2 5  p e r  ce n t.

E a c h  b a n k  s iz e -g ro u p ’s sh a re  o f  th e  to ta l  a m o u n t o f 
c re d it  e x te n d e d  in  th e  D is tr ic t  v a rie s  f ro m  in d u s try  to  
in d u s try . A s  T a b le  I  in d ic a te s , in  O c to b e r  1 9 5 5 , b a n k s  
w ith  d e p o s its  o f  5 0 0  m illio n  d o lla rs  a n d  o v e r  h e ld  m o re  
th a n  8 0  p e r  c e n t o f  th e  to ta l  a m o u n t o f  b u s in e ss  lo a n s  o u t 
s ta n d in g  in  th e  S ec o n d  D is tr ic t  a n d  o n e  th i r d  o f  th e  to ta l  
n u m b e r  o f  lo a n s . B y  in d u s try  g ro u p , th e  p ro p o r t io n  o f 
th e  to ta l  d o lla r  a m o u n t o f  lo a n s  h e ld  b y  th e se  b a n k s  
r a n g e d  f ro m  88  p e r  c e n t fo r  sa les  f in an c e  a n d  m a n u fa c tu r 
in g  a n d  m in in g  c o m p a n ie s  to  5 2  p e r  c e n t fo r  c o n s tru c tio n

firm s. T h e  p ro p o r t io n  o f  th e  to ta l  n u m b e r  o f  lo a n s  in  th e  
D is tr ic t  h e ld  b y  th e  b ig g es t b a n k s  ra n g e d  f ro m  4 7  p e r  c e n t 
fo r  m a n u fa c tu r in g  a n d  m in in g  to  13 p e r  c e n t fo r  c o n s tru c 
t io n  c o m p a n ie s . T h e  b a n k s  w ith  d e p o s its  o f  le ss  th a n  5 0  
m illio n  d o lla rs  a c c o u n te d  fo r  6  p e r  c e n t o f  th e  d o lla r  
a m o u n t o f  a ll lo a n s  a n d  4 0  p e r  c e n t o f  th e  n u m b e r  o f  
lo a n s , b u t  th e y  h e ld  16 p e r  c e n t  o f  th e  d o lla r  a m o u n t o f  
a ll lo a n s  to  c o n s tru c t io n  firm s, a n d  a b o u t  1 p e r  c e n t o f  
lo a n s  to  sa le s  f in an c e  c o m p a n ie s .

B e tw e e n  th e  1 9 4 6  a n d  th e  1 9 5 5  su rv ey s  th e  p r o p o r t io n  
o f  th e  to ta l  d o lla r  a m o u n t o f  lo a n s  c o n c e n tra te d  in  th e  
b a n k s  w ith  d e p o s its  o f  1 0 0  m illio n  d o lla rs  o r  m o re  sh o w e d  
little  ch a n g e . T h e  p ro p o r t io n  o f  th e  n u m b e r  o f  lo a n s  h e ld  
b y  th e se  b a n k s , h o w ev e r, ro s e  f ro m  4 0  p e r  c e n t to  5 4  p e r  
c e n t  o f  th e  to ta l .  C o n s e q u e n tly , th e  p ro p o r t io n  o f  th e  
to ta l  n u m b e r  o f  lo a n s  h e ld  b y  th e  sm a lle s t-s iz e d  g ro u p  
o f b a n k s  d e c lin e d .

T h e  in c re a se  in  th e  re la tiv e  n u m b e r  o f  th e  to ta l  b u s in e ss  
lo a n s  h e ld  b y  th e  la rg e r  b a n k s  p ro b a b ly  re f le c ts  th e  g ro w th  
in  b ra n c h  b a n k in g  a n d  th e  a b ility  o f  th e  b ra n c h  sy s tem s  
to  se rv ice  m o re  o f  th e  s m a lle r  b u s in e sse s  th a n  fo rm e rly , 
a n d  a lso  th e  c o n c o m ita n t  d e c lin e  in  th e  n u m b e r  o f  sm a ll 
b a n k s  in  th e  D is tr ic t .  I n  fa c t,  th e  in c re a se s  in  th e  re la tiv e  
h o ld in g s  o f  th e  m id d le  a n d  la rg e -s iz e d  b a n k s  w e re  p a r 
t ic u la r ly  p ro n o u n c e d  in  lo a n s  to  b o rro w e rs  in  th e  fie lds o f

T a b l e  I

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  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  

b y  B u s i n e s s  o f  B o r r o w e r  a n d  S i z e  o f  B a n k ,  O c t o b e r  5 ,  1 9 5 5

Business of bo rro w er

M a n u f a c t u r i n g  a n d  m i n i n g — t o t a l ...........

F o o d ,  l iq u o r ,  a n d  t o b a c c o ...............................
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 * ............................
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 i n i n g f ..........

T r a d e — t o t a l ........................................................

W h o l e s a le  t r a d e .................................................
R e t a i l  t r a d e ........................................................
C o m m o d i t y  d e a l e r s ..........................................

O t h e r — t o t a l ........................................................

S a le s  f in a n c e  c o m p a n ie s : } : . ...............................
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 . .................................. . ..........
C o n s t r u c t i o n  ( i n c l u d i n g  o p e r a t i v e  b u i l d e r s )
R e a l  e s t a t e  § ........................................................
S e r v i c e  f i r m s # .....................................................
A l l  o t h e r  b o r r o w e r s ...........................................

T o t a l ,  a l l  b o r r o w e r s .........................................

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

D o l l a r  a m o u n t  o f  lo a n s ,  i n  m i l l i o n s

A l l
m e m b e r

b a n k s

4,583
6 3 2
9 8 91,122

1 , 2 8 4
5 5 7

1 , 6 2 7

6 1 4688
3 2 5

4 , 3 5 6

9 1 9

1 , 5 7 5
3 5 5
6 7 7
4 2 9
4 0 2

B a n k s  w i t h  t o t a l  d e p o s i t s ,  i n  m i l l i o n s

U n d e r$10

5  26 2 
7

66
9

5 61
8 7

72111
3 9

9

1 7 5

4 1 2

$10
to

$ 5 0

9
17
2 9

5
2 3

4 4
9 82

2 0 6

10
21
3 7
5 36619

4 3 4

1 7 0

$ 5 0
t o$100

2 5  
3 0

4
19

6 3

2 6  
3 3

4

1 3 4

12
1422
4 2
2 6
18

2 8 3

19

$100
t o

$ 5 0 0

3 588120
4 0
7 3

2 4 5

8 5  
1 2 8

3 2

4 7 3

86
86
9 1112
6 1
3 7

1 , 0 7 4

2 8

$ 5 0 0
to$1,000

4 2
4 3  

1 0 5
7 2
3 3

4 9

16
2 4

9

2 9 0

1 0 9

1 0 7o
4 6108

$1,000
a n d
over

3 , 7 4 2

5 3 4
8 1 3
8 3 3

1 , 1 6 1
4 0 1

1 , 0 5 9

4 3 4
3 4 9
2 7 7

3 , 1 6 6

7 0 2

1 , 3 4 0
1 7 5
4 1 2
2 2 6
3 1 1

7 , 9 6 7

N u m b e r  o f  l o a n s

A ll
m e m b e r

b a n k s

4 5 , 7 1 2

4 , 8 3 2
1 4 , 5 2 1
1 1 , 1 5 8

2 , 8 1 4
1 2 , 3 8 7

9 4 , 5 5 9

2 0 , 7 2 9
7 2 , 7 8 4

1 , 0 4 6

1 1 3 , 8 5 8

1 , 3 7 8

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

2 5 4 , 1 2 9

6 4 0

B a n k s  w i t h  t o t a l  d e p o s i t s ,  i n  m i l l i o n s

Under$10
4 , 1 8 3

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

1 , 7 3 7

1 6 , 5 2 3

1 , 5 8 8  
1 4 , 7 8 4  

1 5 1

1 9 , 4 9 0

66
1 , 2 4 5  
4 , 2 2 6  
1 , 7 5 5  

1 0 , 1 1 8  
2 , 0 8 0

4 0 , 1 9 6

4 1 2

$10
t o

$ 5 0

7 , 7 6 4

1 , 1 1 3
1 , 4 1 1
2 , 6 1 3

4 3 9
2 , 1 8 8

2 6 , 2 0 4

4 , 8 7 4
2 1 , 1 9 6

1 3 4

2 6 , 6 7 6

1 3 5

1 , 8 7 7
3 , 9 9 4
4 , 7 5 9

1 1 , 9 5 0
3 , 9 6 1

6 0 , 6 4 4

1 7 0

$50
to$100

3 , 7 2 1

3 0 3
1 , 1 5 0
1 , 1 3 8

1 4 7
9 8 3

5 , 2 2 8

1 , 3 6 4
3 , 7 9 1

7 3

8 , 1 9 1

8 2

5 0 81,210
1 , 3 2 4
3 , 1 2 1
1 , 9 4 6

1 7 ,1 4 .0

$100
to

$ 5 0 0

8 , 3 8 5

7 7 0
2 , 4 0 6
2 , 4 7 2

5 1 9
2 , 2 1 8

2 0 , 1 7 3

3 , 9 1 2
1 6 , 0 2 7

2 3 4

2 3 , 5 1 5

2 9 5

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

5 2 , 0 7 3

$ 5 0 0
t o$1,000

212
1 4 9
3 9 8
2 0 7
3 0 0

2,868
4 3 9

2 , 4 0 6
2 3

3 , 1 6 3

1 3 5

3 2 5  
3 6 1  
5 0 2  

1 ,1 .8 4  
6 5 6

7 , 2 9 7

$1,000
and
over

2 0 , 3 9 3

1 , 7 2 0  
9 , 0 9 7  
3 , 5 6 1  
1 , 0 5 4  
4 , 9 6 1

2 3 , 5 6 3

8 , 5 5 2  
1 4 , 5 8 0  

4 3 1

3 2 , 8 2 3

6 6 5

3 , 0 8 2  
1 , 8 0 1  
3 , 2 0 0  

1 0 , 7 0 1  
1 3 , 3 7 4

7 6 , 7 7 9

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 lu d e s  i r o n ,  ste 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  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 ip m e n t  a n d  p a r t s ,

f  I n c l u d e s  lu m b e r ,  f u r n it u r e ,  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 la s 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 in g  r e t a i l  s a le s  m a d e  o n  t h e  i n s t a lm e n t  p la n .

§  I n c l u d e s  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 ,  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  re a l  p r o p e r t y .

#  I n c lu d e s  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  s e r v ic e s .
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se rv ice s  a n d  re a l  e s ta te  w h ich  a re  p re d o m in a n tly  co m p o se d  
o f  s m a lle r  c o n c e rn s .

L o a n s  b y  F o r m  o f  B u s in e s s  O r g a n iz a t io n

T h e  p ro p o r t io n  o f  lo a n s  to  c o rp o ra te  a n d  n o n c o rp o ra te  
b o rro w e rs  in  th is  D is tr ic t  a t  th e  tim e  o f  th e  1 9 5 5  su rv ey  
a lso  v a r ie d  b y  size  o f  b a n k  a n d  ty p e  o f  in d u s try . In  g e n 
e ra l th e  la rg e r  th e  b a n k , th e  h ig h e r  th e  p ro p o r t io n  o f  lo a n s  
m a d e  to  c o rp o ra tio n s . A lso , th e  p e rc e n ta g e  o f  c o rp o ra te  
b o rro w e rs  w as u su a lly  la rg e s t  in  th e  m a n u fa c tu r in g  a n d  
m in in g , sa les  f in an c e , a n d  p u b lic  u ti l i ty  fie lds a n d  sm a lle s t 
in  se rv ice  in d u s tr ie s  ( s e e  T a b le  I I ) .  O f  th e  1 0 .6  b illio n  
d o lla rs  o f  b u s in e ss  lo a n s  o u ts ta n d in g  o n  th e  su rv ey  d a te ,
9 .3  b illio n  ( o r  88  p e r  c e n t)  h a d  b e e n  b o r ro w e d  b y  c o r 
p o ra te  firm s. O n ly  8 6 ,0 0 0  o f  th e  2 5 4 ,0 0 0  lo a n s  o u t 
s ta n d in g  ( o r  3 4  p e r  c e n t ) ,  h o w e v e r, w e re  liab ilitie s  o f  
c o rp o ra tio n s . T h e  s h a rp  d iffe ren c e  b e tw e e n  th e  n u m b e r  
a n d  d o lla r  a m o u n t h e ld  b y  c o rp o ra t io n s  re flec ts  th e  la rg e  
n u m b e r  o f  sm a ll lo a n s  to  u n in c o rp o ra te d  se rv ice  a n d  re ta il  
t r a d e  firm s.

T h e  d is tr ib u tio n  o f  lo a n s  b e tw e e n  c o rp o ra te  a n d  n o n 
c o rp o ra te  b o rro w e rs  in d ic a te d  b y  th e  1 9 5 5  su rv ey  sh o w e d  
li t t le  v a r ia t io n  f ro m  th e  p a t te r n  ex is tin g  in  1 9 4 6 . C o rp o 
ra te  b o rro w in g s  a c c o u n te d  fo r  a b o u t  sev en  e ig h th s  o f  a ll 
c re d its  o u ts ta n d in g  in  b o th  y e a rs .

T h e  p r o p o r t io n  o f  lo a n s  e x te n d e d  to  c o rp o ra te  a n d  to  
n o n c o rp o ra te  b o rro w e rs  v a rie s  c o n s id e ra b ly  a m o n g  b a n k  
s ize -g ro u p s . H o w e v e r , o n ly  in  th e  sm a lle s t-s iz ed  b a n k s  
w as th e re  an y  a p p re c ia b le  ch a n g e  f ro m  1 9 4 6  to  1 9 5 5  in  
th e  p ro p o r t io n  o f  le n d in g  to  c o rp o ra te  b u s in e ss . In  1 9 4 6 , 
b o rro w in g s  b y  c o rp o ra t io n s  a c c o u n te d  fo r  10  p e r  c e n t o f

to ta l  b u s in e ss  lo a n s  a t  b a n k s  w ith  u n d e r  2  m illio n  d o lla rs  
in  d e p o s its  a n d  fo r  9 2  p e r  c e n t a t  b a n k s  w ith  d e p o s its  o f 
5 0 0  m illio n  d o lla rs  o r  m o re . T h e  c o m p a ra b le  p e rc e n ta g e s  
in  19 5 5  w e re  19 a n d  9 3  p e r  c e n t, re sp e c tiv e ly .

T e r m  L o a n s

T h e re  w e re  8 2 ,0 0 0  te rm  lo a n s  (d e f in e d  as  lo a n s  w ith  
a n  o rig in a l m a tu r i ty  o f  m o re  th a n  o n e  y e a r )  o u ts ta n d in g  
in  th is  D is tr ic t  in  O c to b e r  1 9 5 5 ; th e y  a m o u n te d  to  4 .3  b il
lio n  d o lla rs . I n  d o lla r  a m o u n t th e se  lo a n s  d e c lin e d  s lig h tly  
in  re la tiv e  im p o r ta n c e  b e tw e e n  1 9 4 6  a n d  1 9 5 5 , f ro m
4 4  to  41 p e r  c e n t o f  to ta l  b u s in e ss  lo a n s ;  b u t  th e  re la tiv e  
g ro w th  in  n u m b e r  o f  lo a n s  d u r in g  th e  p e r io d  w as  s u b 
s ta n tia l , in c re a s in g  f ro m  19 to  3 2  p e r  c e n t o f  th e  to ta l  
n u m b e r  o f  lo a n s . T h e s e  d iv e rg e n t t r e n d s  re fle c t th e  s h a rp  
d ro p  in  th e  a v e ra g e  size  o f  te rm  lo a n s  in  th is  D is tr ic t, 
f ro m  $ 9 4 ,0 0 0  in  1 9 4 6  to  $ 5 2 ,0 0 0  in  1 9 5 5 . I n  c o n tra s t ,  
th e  a v e ra g e  size o f  a ll b u s in e ss  lo a n s  w ith  m a tu r it ie s  o f 
o n e  y e a r  o r  less  ro s e  f ro m  $ 2 8 ,0 0 0  to  $ 3 6 ,5 0 0 .

T h e  n u m b e r  o f  te rm  lo a n s  g ra n te d  in  e a c h  in d u s try  
g ro u p  in c re a s e d  s u b s ta n tia lly  in  th e  n in e -y e a r  in te rv a l 
b e tw e e n  th e  su rv ey s , a n d  th e  d o lla r  a m o u n t e x te n d e d  
in c re a se d  fo r  a ll  in d u s tr ie s  e x c e p t fo r  fo o d , l iq u o r , a n d  
to b a c c o  a n d  fo r  sa le s  f in an c e  c o m p a n ie s . T h e  d e c lin e  in  
th e  a v e rag e  size o f  te rm  lo a n s , h o w e v e r, is m o s tly  th e  
re s u lt  o f  th e  la rg e  in c re a s e  in  lo n g -te rm  b o rro w in g  b y  
re ta ile rs ,  se rv ice  firm s, a n d  “ a ll o th e r  b o r ro w e rs ” . T h e se  
g ro u p s , w h ic h  a re  g e n e ra lly  c o m p o se d  o f  th e  re la tiv e ly  
sm a ll c o n c e rn s , n o t  o n ly  a c c o u n te d  fo r  th e  g re a t  b u lk  o f 
th e  in c re a se  in  n u m b e r  o f  te rm  lo a n s  b u t  w e re  th e  la rg e s t 
e le m e n t in  th e  g ro w th  in  n u m b e r  o f  a ll b u s in e ss  lo a n s .

T a b l e  I I

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  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  

b y  B u s i n e s s  o f  B o r r o w e r  a n d  F o r m  o f  B u s i n e s s  O r g a n i z a t i o n ,  O c t o b e r  5 ,  1 9 5 5

B u s in e s s  o f  b o r r o w e r

D o l l a r  a m o u n t  o f  l o a n s N u m b e r  o f  lo a n s

I n  m i l l i o n s P e r  c e n t  c f  
c o r p o r a t e  l o a n s  

t o  a l l  l o a n s
C o r p o r a t e N o n c o r p o r a t e

P e r  ce n t  o f  
c o r p o r a t e  l o a n s  

t o  a l l  l o a n s
C o r p o r a t e N o n c o r p o r a t e

M a n u f a c t u r i n g  a n d  m i n i n g — t o t a l ..................................................... 4 , 3 2 2 2 6 1 9 4 . 3 2 7 , 4 6 0 1 8 , 2 5 2 6 0 . 1

F o o d ,  l iq u o r ,  a n d  t o b a c c o .......................................................................... 6 0 6 2 6 9 5 . 9 2 , 3 9 4 2 , 4 3 8 4 9 . 6
T e x t i le s ,  a p p a r e l ,  a n d  l e a t h e r ................................................................... 9 0 3 8 6 9 1 . 3 9 , 1 9 0 5 , 3 3 1 6 3 . 3
M e t a l  a n d  m e t a l  p r o d u c t s * ....................................................................... 1 , 0 8 0 4 1 9 6 . 3 6 , 8 5 9 4 , 2 9 9 6 1 . 5
P e t r o l e u m ,  c o a l,  c h e m ic a l s ,  a n d  r u b b e r .................................................. 1 , 2 1 4 6 9 9 4 . 6 1 , 6 4 1 1 , 1 7 3 5 8 . 3
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 i n i n g f ........................................ ............ 5 1 8 3 9 9 3 . 0 7 , 3 7 6 5 , 0 1 1 5 9 . 5

T r a d e — t o t a l ................................................................................................... 1 , 2 7 5 3 5 2 7 8 . 4 2 8 , 7 2 7 6 5 , 8 3 2 3-0 A

W h o l e s a le  t r a d e ............................................................................................ 4 9 7 1 1 7 8 0 . 9 1 0 , 6 2 3 1 0 , 1 0 6 5 1 . 2
R e t a i l  t r a d e ................................................................................................... 4 8 7 2 0 1 7 0 . 8 1 7 , 4 2 1 5 5 , 3 6 3 2 3 . 9
C o m m o d i t y  d e a le r s ...................................................................................... 2 9 2 3 4 S 9 . 6 6 8 3 3 6 3 6 5 . 3

O t h e r — t o t a l ................................................................................................... 3 , 7 2 8 6 2 8 8 5 . 6 3 0 , 1 3 3 8 3 , 7 2 5 2 6 . 5

S a le s  f in a n c e  c o m p a n ie s  t ........................................................................... 8 9 7 2 2 9 7 . 6 1 , 1 0 4 2 7 4 S O .  I
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 ............... 1 , 5 2 4 51 9 6 . 8 4 , 5 9 3 4 , 5 6 7 5 0 . 1
C o n s t r u c t i o n  ( i n c l u d i n g  o p e r a t i v e  b u i l d e r s ) .......................................... 2 5 9 9 6 7 3 . 0 6 , 0 1 6 1 1 , 2 3 0 3 4 . 9
Pk,eal e s t a t e  § ................................................................................................... 4 8 3 1 9 5 7 1 . 3 6 , 0 9 6 8 , 3 6 4 4 2 . 2
S e r v i c e  f i r m s # ................................................................................................ 2 7 2 1 5 6 6 3 . 6 8 , 8 5 9 3 6 , 9 9 4 1 9 . 3
A l l  o t h e r  b o r r o w e r s ..................................................................................... 2 9 3 1 0 9 7 2 . 9 3 , 4 6 5 2 2 , 2 9 6 1 3 . 5

T o t a l ,  a l l  b orrow ers ..................................................................................... 9 , 3 2 5 1 . 2 4 1 8 8 . 3 8 6 , 3 2 0 1 6 7 , 8 0 9 8 4 . 0

S e e  T a b le  I  f o r  f o o t n o t e s .
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A m o n g  th e  v a rio u s  g ro u p s  o f  b o rro w e rs , th e  a m o u n t o f 
te rm  lo a n s  re la tiv e  to  th e ir  to ta l  b a n k  lin e s  u s u a lly  v a rie s  
w ith  th e  a m o u ijt  o f  fixed  asse ts  n e c e s sa ry  to  c o n d u c t  b u s i
n e s s . T h e  la rg e r  th e  v o lu m e  o f  fixed  asse ts , g e n e ra lly  th e  
g re a te r  th e  d e m a n d  fo r  te rm  b a n k  lo a n s , a l th o u g h  su c h  
Joans m a y  b e  o n ly  a  s u p p le m e n t to  o r  a  te m p o ra ry  su b s ti
tu te  fo r  re c o u rse  to  th e  c a p ita l  m a rk e ts .  A s  T a b le  I I I  
in d ic a te s , 85  p e r  c e n t  o f  th e  d o lla r  a m o u n t o f  lo a n s  to  th e  
p e tro le u m , co a l, ch e m ic a l, a n d  ru b b e r  g ro u p  o f  c o m p a 
n ie s  o u ts ta n d in g  in  th is  D is tr ic t  in  O c to b e r  1 9 5 5 , a n d  7 0  
p e r  c e n t o f  th e  lo a n s  to  th e  t r a n s p o r ta t io n ,  c o m m u n ic a tio n , 
a n d  o th e r  p u b lic  u tilitie s  g ro u p , w e re  te rm  lo a n s .

O n  th e  o th e r  b a n d , te rm  lo a n s  m a d e  u p  o n ly  7  p e r  c e n t 
o f  th e  n u m b e r  a n d  3 p e r  c e n t  o f  th e  d o lla r  a m o u n t o f  th e  
b o rro w in g s  o f sa les  f in a n c e  c o m p a n ie s , w h ic h  r e q u ire  o n ly  
sm a ll  a m o u n ts  o f  f ix ed  a sse ts  to  c o n d u c t  th e ir  b u s in e ss . 
I n  a d d itio n , f irm s  in  w h o le sa le  t r a d e  ( in c lu d in g  c o m m o d ity  
d e a le r s ) ,  a n d  te x tile , a p p a re l ,  le a th e r ,  a n d  fo o d , l iq u o r, 
a n d  to b a c c o  m a n u fa c tu re rs  b o r ro w  m a in ly  fo r  w o rk in g  
,c a p ita l  p u rp o se s , s u c h  as  p u rc h a s e  o f  in v e n to r ie s  o r  c a r ry 
in g  o f  a c c o u n ts  re c e iv a b le , a n d  th e y  m a k e  o n ly  a  l im ite d  
u se  o f  lo a n s  w ith  m a tu r i t ie s  o f  m o re  th a n  o n e  y e a r .

I n  th e  v a r io u s  b o r ro w e r  g ro u p s  sh o w n  in  th e  a c c o m 
p a n y in g  c h a r t ,  te rm  le n d in g  g e n e ra lly  d e c re a s e d  in  im p o r 
ta n c e  as  a  p e r  c e n t  o f th e  to ta l  d o lla r  v a lu e  o f  lo a n s  d u r in g  
th e  1 9 4 6 -5 5  p e r io d . T h e  la rg e s t  d e c lin e s  o c c u r re d  in  lo a n s  
to  m e ta l a n d  m e ta l  p ro d u c ts  c o m p a n ie s  a n d  tra n s p o r ta t io n ,  
c o m m u n ic a t io n , a n d  o th e r  p u b lic  u ti l i ty  c o n c e rn s , w h ile

T a b l e  I I I

T fe r m  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  

b y  B u s i n e s s  o f  B o r r o w e r ,  1 9 4 6  a n d  1 9 5 5

B u s in e s s  o f  b o r r o w e r

D o l l a r  a m o u n t  o f  t e r m  l o a n s N u m b e r  o f  t e r m  l o a n s

I n  m i

N o v .  2 0 ,  
1 9 4 6

l l i o n s

O c t .  5, 
1 9 5 5

A s  p e r  c e n t  o f  
t o t a l  l o a n s N o v .  2 0 ,  

1 9 4 6
O c t .  5, 

1 9 5 5

A s  p e r  c e n t  o f  
t o t a l  l o a n s

1 9 4 6 1 9 5 5 1 9 4 6 1 9 5 5

M a n u f a c t u r i n g  ? m d  x u i n i n g — - t o t a l ............................................................ 1 , 1 0 4 2 , 1 1 4 5 0 4 6 3 , 0 9 5 9 , 3 5 0 1 4 2 0

F o o d ,  l iq u o r ,  a n d  t o b a c c o ................................................................................ 1 6 9 1 3 5 2 8 2 1 3 0 9 1 , 3 6 6 1 5 2 8
T e x t i le s ,  a p p a r e l ,  a n d  l e a t h e r .......................................................................... 3 9 1 6 1 17 16 5 3 0 1 , 6 3 4 7 1 1

M e t a l  a n d  m e t a l  p r o d u c t s * .............................................................................. 3 2 7 4 7 0 5 4 4 2 8 4 1 2 , 6 1 6 17 2 3
P e t r o le u m ,  c o a l,  c h e m ic a l s ,  a u d  r u b b e r ........................................................ 4 1 2 1 , 0 9 0 9 0 8 5 3 3 5 9 3 8 2 3 3 3
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 i n i n g f ........................................................... 1 5 6 2 5 8 5 3 4 6 1 , 0 8 0 2 , 7 9 6 17 2 3

T r a d e - t o t a l .......................................................................................................... 2 0 8 3 5 1 1 8 2 2 9 , 8 7 0 2 5 , 9 5 2 1 7 2 7

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 ..................................................... 8 5 9 3 10 1 0 1 , 3 5 8 3 , 1 9 0 8 1 4
1 2 3 2 5 8 3 7 3 8 8 , 5 1 2 2 2 , 7 6 2 2 1 3 1

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

S a le s  f in a n c e  c o m p a n ie s  %.................................................................................. 3 4 3 0 11 3 2 3 1 0 2 2 7
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 ...............1 . . 5 1 4 1 , 1 1 0 8 8 7 0 2 , 1 2 4 4 , 9 1 4 4 4 5 4
C o n s t r u c t i o n  ( i n c l u d i n g  o p e r a t i v e  b u i l d e r s ) ................................................ 8 9 0 14 2 5 9 4 9 4 , 7 2 1 1 6 2 7

S e r v i c e  f i r m s  § ...................................................................................................... 6 6 2 1 6 5 0 5 0 3 , 8 9 1 1 7 , 7 5 0 2 8 3 9
8 6 3 8 4 4 4 3 6 1 , 5 2 3 1 9 , 5 3 6 1 8 4 9

T o t a l ,  a l l  b o r r o w e r s ........................................................................................... 2 , 0 2 2 4 , 2 9 5 4 4 4 1 2 1 , 4 7 5 8 2 , 3 2 5 1 9 3 2

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 .  T e r m  l o a n s  a r e  l o a n s  w i t h  a n  o r i g i n a l  m a t u r i t y  o f  o n e  y e a r  o r  m o re .

*  I n c l u d e s  i r o n ,  ste 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  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 ,  

f  I n c l u d e s  l u m b e r ,  f u r n it u r e ,  p a p e r ,  . p r i n t in 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 la s 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  s a le s  m a d e  o n  t h e  i n s t a lm e n t  p la n .

§  I n c l u d e s  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  s e r v ic e s .

$  I n c l u d e s  r e a l  e s t a t e  p p e r a t o r s ,  o w n e r s ,  a g e n t s ,  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 .

CHANGES IN PERCENTAGE OF TERM LOANS TO TOTAL BUSINESS LOANS 
BETWEEN 1946 AND 1955 AT SECOND DISTRICT MEMBER BANKS*

Dollar amount BUSINESS OF BORROWER 

Food, 
liquor, tobacco

Textiles, 
apparel, leather 

Metal and 
metal products 

Petroleum, 
oal, chemicals, rubb 
Other manufacturing 

and mining

Wholesale trade

Sales finance compani 

Transportalio 
munication, public ut

Construction

Service

Other borrowers

Total 
all borrowers0 -15 -10 -5 0 +5 +10 +15 -5 0 +5 +10 +15+20+25 +30 +35

Percent pe r ,

loans are loans w ithanoriginalm aturityofm orethanoneyear.

th e  la rg e s t  in c re a s e  o c c u r re d  in  lo a n s  to  c o n s tru c t io n  c o m 
p a n ie s . I n  a ll g ro u p s  o f  c o m p a n ie s , h o w e v e r, th e  re la tiv e  
n u m b e r  o f  te rm  lo a n s  in c re a s e d  r a th e r  s u b s ta n tia lly , th e  
la rg e s t  in c re a se s  b e in g  sh o w n  in  th e  “ a ll o th e r  b o r ro w e rs ” 
g ro u p  o f  c o m p a n ie s  ( in c lu d in g  re a l  e s ta te )  a n d  in  fo o d  
a n d  fo o d  p ro d u c ts  c o n c e rn s .

T h e  s u b s ta n tia l  g ro w th  in  te rm  le n d in g  to  sm all b u s in e ss  
a lso  is e v id e n t in  th e  s ta tis tic s  b y  size o f  b a n k . T h e  la rg e r  
b a n k s , a s  s ta te d  p re v io u s ly , h a v e  e x p a n d e d  th e ir  le n d in g
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FEDERAL RESERVE BANK OF NEW YORK
o p e ra t io n s  s in ce  1 9 4 6  b y  m e a n s  o f  b ra n c h  b a n k in g  to  e m 
b ra c e  a  la rg e r  s e g m e n t o f  sm a ll b u s in e ss , p r in c ip a lly  in  
r e ta i l  tr a d e ,  se rv ice s, a n d  th e  p ro fe s s io n s , th e  fie lds w h e re  
te rm  le n d in g  a lso  h a s  in c re a s e d  su b s ta n tia lly . C o n s e 
q u e n tly , a lth o u g h  te rm  lo a n s  d e c re a s e d  m o d e ra te ly  as  a  
p ro p o r t io n  o f  th e ir  to ta l  lo a n  p o r tfo lio s , th e se  b a n k s  w e re  
h a n d lin g  a  la rg e r  s h a re  o f  th e  to ta l  n u m b e r  o f  te rm  lo a n s  
th a n  th e y  w e re  in  1 9 4 6 . B a n k s  w ith  d e p o s its  o f  5 0 0  m il
l io n  d o lla rs  o r  m o re  e x te n d e d  4 6  p e r  c e n t  o f  th e  n u m b e r  
o f  a ll te rm  lo a n s  o u ts ta n d in g  in  O c to b e r  1 9 5 5 , w h e re a s  
in  1 9 4 6  th e y  h e ld  o n ly  2 9  p e r  c e n t o f  a ll te rm  lo a n s . T h e  
p r o p o r t io n  o f  te rm  lo a n s  to  th e  to ta l  n u m b e r  o f lo a n s  in  
th e ir  p o r tfo lio s  ro s e  f ro m  19 p e r  c e n t in  1 9 4 6  to  4 5  p e r

c e n t in  1 9 5 5 , c o m p a re d  w ith  a  s n ia iie t  iric rease  fo r  th e  
re s t  o f  th e  b a n k s  in  th e  D is tr ic t  o f  19  p e r  c e n t in  1 9 4 6  to
2 6  p e r  c e n t in  1 9 5 5 .

I n  d o lla r  a m o u n t, th e  la rg e r  b a ilk s  m a d e  87  p e r  c e n t 
o f  a ll te rm  lo a n s  in  th e  D is tr ic t  in  1 9 5 5 , c o m p a re d  w ith  
89  p e r  c e n t in  1 9 4 6 . A lth o u g h  th e ir  te rm  c re d its  m o re  
th a n  d o u b le d , th e  ra t io  o f  te rm  lo a n s  to  to ta l  d o lla r  c red its  
e x te n d e d  b y  th e  b a n k s  w ith  d e p o s its  o f  5 0 0  m illio n  d o lla rs  
o r  m o re  fe ll f ro m  4 9  p e r  c e n t  in  1 9 4 6  to  4 4  p e r  c e n t in  
1 9 5 5 . F o r  th e  re s t  o f  th e  b a n k s  in  th e  D is tr ic t ,  th e  p ro p o r 
t io n  o f te rm  lo a n s  to  th e ir  to ta l  d o lla r  c re d its  ro se  f ro m  23  
p e r  c e n t in  1 9 4 6  to  28  p e r  c e n t  in  1 9 5 5 .

FLOW-OF-FUNDS ACCOUNTS FOR THE UNITED STATES

T h e  re c e n t p u b lic a t io n  b y  th e  B o a rd  o f  G o v e rn o rs  o f 
th e  F e d e ra l  R e s e rv e  S y s tem  o f th e  s tu d y  e n tit le d  F lo w  o f  
F u n d s in th e  U n ited  S ta tes1 m a rk e d  th e  fo rm a l in tro d u c tio n  
o f  a  n e w  m e th o d  o f  n a tio n a l  a c c o u n tin g  fo r  th e  U n ite d  
S ta te s  e c o n o m y  a n d  th e  a d d it io n  o f  a  n e w  to o l o f  b u s in e ss  
a n d  f in an c ia l a n a ly s is . A s  a  s ta tis tic a l f ra m e w o rk  fo r  t r a c 
in g  th e  f in a n c ia l tra n s a c t io n s  o f  m a jo r  e c o n o m ic  g ro u p s  
a n d  o f  th e  to ta l  e c o n o m y , th e  “ f lo w -o f-fu n d s”  a c c o u n ts  
w ill d o u b tle s s  ta k e  a  p la c e  o f  im p o r ta n c e  a lo n g s id e  tw o  
o th e r  w id e ly  u s e d  e c o n o m ic  a c c o u n tin g  sy stem s, th e  
n a t io n a l  in c o m e  a n d  e x p e n d itu re  a c c o u n ts  a n d  th e  
“ in p u t-o u tp u t”  a c c o u n ts  o f  in te r in d u s try  re la tio n sh ip s . 
W h ile  th e  tw o  la t te r  sy s tem s  m e a su re  flow s o f  g o o d s  a n d  
se rv ices, th e  a p p ro a c h  o f  th e  F lo w  o f  F u n d s  s tu d y  is to  
fo c u s  u p o n  a ll t r a n s a c t io n s  e ffec te d  b y  a  tr a n s fe r  o f  c u r 
re n c y  o r  c re d it, w h e th e r  su c h  tra n s a c t io n s  p e r ta in  to  
c u rre n tly  p ro d u c e d  g o o d s  a n d  se rv ice s , to  e x is tin g  a sse ts , 
o r  to  secu ritie s  a n d  o th e r  f in an c ia l in s tru m e n ts .

T h e  p r in c ip a l o b je c tiv e  o f f lo w -o f-fu n d s  a c c o u n tin g  is 
to  p ro v id e  a  s ta tis tic a l b a s is  fo r  an a ly z in g  th e  in te rre la tio n s  
b e tw e e n  th e  p ro d u c tio n  a n d  c o n su m p tio n  o f  g o o d s  a n d  
se rv ices, o n  th e  o n e  h a n d , a n d  th e  f in an c ia l p ro c e sse s  w h ich  
a ss is t in  o r  r e s u lt  f ro m  su c h  e c o n o m ic  ac tiv ity , o n  th e  
o th e r  h a n d . A c c o rd in g ly , th e  f lo w -o f-fu n d s  a c c o u n ts  
re c o rd  a ll t r a n s a c t io n s  b e tw e e n  s e p a ra te  e c o n o m ic  u n its  
th a t  in v o lv e  th e  u se  o f  c u rre n c y  a n d  c re d it .  T h e  e c o n o m ic  
u n its  e n g ag in g  in  su c h  tra n s a c t io n s  a re  o rg a n iz e d  in to  
sec to rs  th a t  a re  b ro a d ly  h o m o g e n e o u s  w ith  re s p e c t  to  th e ir  
d e c is io n -m a k in g  p ro c e sse s  o r  th e ir  f in a n c ia l s tru c tu re s . 
T h e  v a rio u s  ty p e s  o f  tra n s a c t io n s  o f  th e se  se c to rs  a re  
c la ss ified  in to  b ro a d  c a te g o rie s  w ith  s im ila r  c h a ra c te ris tic s  
fo r  e a c h  s e c to r .

1 Board of Governors of the Federal Reserve System, Flow of Funds 
in the United States, 1939-1953 (Washington, December 1955, 390 pages; $2.75 per copy). Professor Morris A. Copeland directed the early phase of this project, which was undertaken with the cooperation of the Board of Governors, and his report, A Study of Moneyflows 
in the United States, was published by the National Bureau of Economic Research in 1952.

P r in c i p l e s  o f  F l o w - o f - F u n d s  A c c o u n t in g
U n d e r  th e  flo w -o f-fu n d s  a c c o u n tin g  te c h n iq u e , fo u r  

b o o k k e e p in g  e n tr ie s  a re  m a d e  fo r  e a c h  tra ils a c tio n . F o r  
e x a m p le , th e  p u rc h a s e  o f  a  n e w  su it  b y  a  c o n su m e r  fo r  
c a sh  re q u ire s  th e  fo llo w in g  en tr ie s :  (a) th e  a c q u is it io n  o f 
th e  su it b y  th e  c o n su m e r , (b ) th e  sa le  o f  th e  su it  b y  th e  
m e rc h a n t ,  (c) th e  re d u c tio n  in  c a sh  b a la n c e s  o f  th e  c o n 
su m e r , a n d  (d) th e  in c re a s e  in  c a sh  b a la n c e s  o f  th e  m e r 
c h a n t .  T h u s , a  ty p ic a l t r a n s a c t io n  e n ta il in g  th e  u se  o f  c a sh  
re su lts  in  fo u r  e n tr ie s — tw o  fo r  th e  t r a n s fe r  o f  th e  c o m 
m o d ity  a n d  tw o  fo r  th e  tr a n s fe r  o f c a sh  b e tw e e n  th e  b u y e r  
a n d  th e  se lle r.

I t  is  c o n v e n ie n t to  th in k  o f  m o n e ta ry  tra n s a c t io n s  in  
te rm s  o f  a  flow  o f  fu n d s  f ro m  o n e  e c o n o m ic  u n i t  to  
a n o th e r . In  th e  a b o v e  ex a m p le , th e  p u rc h a s e  o f a  su it 
o f  c lo th in g  is a  “ u se  o f  fu n d s ”  f ro m  th e  s ta n d p o in t  o f the* 
b u y e r  a n d  th e  re d u c tio n  o f  c a sh  b a la n c e s  is  h is  “ so u rce  
o f  fu n d s ” . S im ila rly , th e  sa le  o f  a su it b y  th e  m e rc h a n t  
is a  so u rc e  o f  fu n d s , w h ile  th e  in c re a s e  in  h is  c a sh  h o ld in g s  
is  th e  u se  o f  fu n d s  re s u ltin g  f ro m  th is  s in g le  tra n s a c t io n .  
I t  m a y  b e  seen , th e re fo re ,  th a t  th e  v e ry  n a tu re  o f  p a y 
m e n ts  a n d  re c e ip ts  r e q u ire s  a  se t o f  in te r lo c k in g  a c c o u n ts  
fo r  th e  v a rio u s  u n its  o f  th e  e c o n o m y  w h ic h  re su lts  ill a ti 
e x a c t b a la n c e  b e tw e e n  th e  so u rc e s  a n d  u se s  o f  fu n d s  fo r  
e a c h  u n it;  th e  in e v ita b ili ty  o f  su c h  a  b a la n c e  a lso  h o ld s  
t ru e  fo r  e a c h  s e c to r  a n d  fo r  th e  e c o n o m y  as  a  w h o le .

A n  illu s tra tiv e  f lo w -o f-fu n d s  s ta te m e n t su m m a riz in g  th e  
tra n s a c tio n s  e ffec te d  th ro u g h  th e  u se  o f  c a sh  o r  c re d it  b y  
a  h y p o th e tic a l  in d iv id u a l is p re s e n te d  in  T a b le  I . H is  
p r in c ip a l  so u rc e  o f  fu n d s  is  th e  s a la ry  h e  rece iv es  f ro m  h is  
em p lo y e r, b u t  th e  e n tr ie s  a lso  sh o w  th a t  h e  re c e iv e d  fu n d s  
f ro m  in te re s t  o n  a  sav in g s  a c c o u n t, d iv id e n d s  f ro m  s to ck  
h o ld in g s , ta x  re fu n d s  f ro m  th e  F e d e ra l  G o v e rn m e n t, a n d  
th e  p ro c e e d s  f ro m  th e  sa le  o f  h is  u s e d  c a r  to  a n o th e r  c o n 
su m er. M o re o v e r , th is  i l lu s tra tiv e  f lo w -o f-fu n d s  s ta te m e n t 
sh o w s th a t  h e  o b ta in e d  o n e  b a n k  lo a n  fo r  th e  p u rc h a s e  
o f  a  n e w  a u to m o b ile , a n d  a n o th e r  b a n k  lo a n  fo r  th e  p u r 
p o se  o f  p u rc h a s in g  c o rp o ra te  s to c k s  “ o n  m a rg in ” .
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T a b l e  I

S i m p l i f i e d  F l o w  o f  F u n d s  f o r  a  H y p o t h e t i c a l  I n d i v i d u a l

( A n n u a l  H o w s ,  i n  d o l l a r s )

Transaction

S o u r c e s  o f  f u n d s

N o n n n a n c i a l  s o u r c e s :
S a l a r y ............................................
In t e r e s t  f r o m  s a v in g s  a c c o u n t .
D i v i d e n d s  f r o m  s t o c k s ...............
T a x  r e f u n d ....................................
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O n  th e  s id e  o f th e  le d g e r  sh o w in g  th e  u ses  o f  fu n d s  b y  
th e  in d iv id u a l, th e  la rg e s t  ite m s  a re  h is  p u rc h a s e s  o f  d u r 
ab le  a n d  n o n d u ra b le  g o o d s  a n d  o f se rv ice s  fo r  h im se lf  a n d  
h is  fam ily . T h e  a c c o u n ts  a lso  r e c o rd  th e  m o n e y  p a id  o u t  
fo r  ta x e s  o f  a ll ty p e s , fo r  in s u ra n c e  p re m iu m s , a n d  fo r  
g ifts  a n d  d o n a tio n s . F in a lly , th e  in c re a se s  o r  d e c re a se s  in  
h is  h o ld in g s  o f  f in an c ia l a sse ts  su c h  as  s to ck s , b o n d s , a n d  
c u rre n c y  a n d  d e p o s its  a re  in d ic a te d .

i n  c o n tra s t  to  th e  n a t io n a l  in c o m e  a c c o u n ts , th e  flow -of- 
fu n d s  a c c o u n ts  d o  n o t  sh o w  im p u te d  in c o m e , su c h  as  th e  
r e n ta l  v a lu e  o f  a n  o w n e r-o c c u p ie d  h o m e , s in ce  th is  d o e s  
n o t  in v o lv e  th e  u se  o f  c u rre n c y  o r  c re d it. F o r  c o m p le te 
n e ss , h o w ev e r, th e  F lo w  o f  F u n d s  s tu d y  p re s e n ts  s u p p le 
m e n ta ry  d a ta  o n  th o s e  n o n m o n e ta ry  tra n s a c t io n s  fa llin g  
o u ts id e  its  s tru c tu re  o f  a c c o u n ts , th u s  e n a b lin g  a  c o m p a r i
so n  w ith  th e  n a t io n a l  in c o m e  a c c o u n ts . A  seco n d  im p o r 
ta n t  d if fe re n c e  b e tw e e n  th e  sc o p e  o f  n a t io n a l  in c o m e  
a c c o u n ts  a n d  th e  f lo w -o f-fu n d s  sy s tem  is th a t  th e  la t te r  
in c lu d e s  a ll tra n s a c t io n s  in  ex is tin g  a sse ts , su c h  as  h o u se s , 
a u to m o b ile s , a n d  e q u ip m e n t, a n d  n o t  m e re ly  tra n s a c t io n s  
in v o lv in g  c u rre n tly  p ro d u c e d  g o o d s . A c c o rd in g ly , th e  sa le  
o f  a  u s e d  a u to m o b ile  b y  o u r  h y p o th e tic a l  in d iv id u a l is 
in c lu d e d  in  th e  a c c o u n ts  o f T a b le  I .

S im ila r  a c c o u n tin g  p r in c ip le s  m a y  b e  a p p lie d  to  th e  
tra n s a c t io n s  o f a  b u s in e ss  c o n c e rn  (see  T a b le  I I ) .  T y p ic a l 
i te m s  o n  th e  so u rce s  s id e  o f th e  le d g e r  a re  sa le s  a n d  
re c e ip ts  f ro m  o p e ra tio n s , n o n o p e ra t in g  in c o m e  f ro m  ta x  
re fu n d s  o r  f ro m  th e  sa le  o f  p ro p e r ty  o r  e q u ip m e n t, in 
c re a se s  in  l ia b ilitie s  a r is in g  o u t o f  lo a n s  f ro m  b a n k s , in 
c re a se s  in  a c c o u n ts  p a y a b le  to  o th e r  c o n c e rn s , a n d  th e  
p ro c e e d s  o f s to ck s  a n d  b o n d s  is su e d  b y  th e  c o rp o ra t io n . 
T y p ic a l  u ses  o f fu n d s  b y  a  b u s in e ss  c o n c e rn  in c lu d e  sa la ry  
a n d  w ag e  p a y m e n ts , p u rc h a s e s  o f  m a te r ia ls  a n d  su p p lie s , 
in te re s t  o n  b o n d s  a n d  b a n k  lo a n s , r e n ts  a n d  ro y a ltie s ,

ta x e s , p u rc h a s e s  o f p la n t  a n d  e q u ip m e n t, in c re a s e  in  in 
v e n to ry , a n d  d iv id e n d  p a y m e n ts  to  s to c k h o ld e rs . M o re 
o v e r, th e  in c re a s e  in  h o ld in g s  o f f in an c ia l a sse ts , su c h  as  
G o v e rn m e n t secu ritie s , a c c o u n ts  re c e iv a b le , a n d  c u rre n c y  
a n d  d e p o s its , a re  a  u se  o f fu n d s  b y  th e  c o rp o ra t io n .

T h e  f lo w -o f-fu n d s  s ta te m e n t fo r  a  c o rp o ra t io n  sh o w n  in  
T a b le  I I  is s im ila r  in  m a n y  re s p e c ts  to  th e  s ta n d a rd  c o r 
p o ra te  in c o m e  a n d  e x p e n d itu re  a c c o u n t  re c o rd in g  t r a n s a c 
tio n s  d u r in g  a  g iv en  y e a r , to g e th e r  w ith  n e t  ch an g e s  ta k in g  
p la c e  o v e r  t im e  in  th e  item s  o f  a  c o rp o ra te  b a la n c e  sh ee t. 
H o w e v e r , d e p re c ia tio n  a n d  d e p le tio n  ch a rg e s  a re  n o t  
id e n tified  in  th e  a c c o u n ts  o f  T a b le  I I  s in ce  th e se  a re  t r a n s 
fe rs  o f  fu n d s  in te rn a l  to  a  s ing le  c o rp o ra t io n , w h ile  th e  
f lo w -o f-fu n d s  a c c o u n ts  r e c o rd  o n ly  tra n s a c t io n s  in v o lv in g  
tw o  s e p a ra te  e c o n o m ic  u n its .

A s  il lu s tra te d  in  th e  ex a m p le s  ab o v e , th e  so u rc e s  a n d  
u ses  o f fu n d s  b y  d iffe ren t e c o n o m ic  u n its  a re  c lo se ly  in te r 
d e p e n d e n t.  T h u s , p a y ro lls  a re  a  so u rc e  o f  fu n d s  to  c o n 
su m e r  em p lo y e es , b u t  a  u se  o f  fu n d s  b y  th e  b u s in e ss  
e m p lo y e r; p u rc h a s e s  o f  g o o d s  b y  a  c o n su m e r  a re  a  u se  o f  
h is  fu n d s , b u t  a re  a  so u rc e  o f  fu n d s  to  th e  b u s in e ss  se llin g  
its  m e rc h a n d ise . F u r th e r ,  th e  p ro c e e d s  o f  s to ck s  is su e d  b y  
th e  c o rp o ra t io n  a re  a  so u rc e  o f  its  fu n d s , m a tc h e d  b y  a  
u se  o f fu n d s  b y  th e  p u rc h a s e r  o f  s to ck s .

A  S u m m a r y  F l o w  o f  F u n d s  f o r  t h e  E c o n o m y
B e c a u se  th e  f lo w -o f-fu n d s  te c h n iq u e  o f  a c c o u n tin g  m a y  

b e  a p p lie d  to  ev e ry  u n i t  in  th e  ec o n o m y , i t  is  p o s s ib le  to  
c o m b in e  th e se  u n its  in to  m a jo r  g ro u p in g s  o r  s e c to rs  a n d  
to  c la ss ify  th e ir  m y r ia d  tr a n s a c t io n s  in to  g e n e ra l c a te g o r ie s , 
th e re b y  o rg a n iz in g  th e  flow  o f  fu n d s  fo r  th e  e n tire  e c o n o m y  
in to  a  s ing le  c o m p re h e n s iv e  se t o f  a c c o u n ts . A s  se e n  
a b o v e , th e  so u rc e  o f  fu n d s  fo r  e a c h  u n it  is b a la n c e d  b y  a

T a b l e  I I

S i m p l i f i e d  F l o w  o f  F u n d s  f o r  a  H y p o t h e t i c a l  M a n u f a c t u r i n g  C o r p o r a t i o n

( A n n u a l  f l o w s ,  i n  t h o u s a n d s  o f  d o l l a r s )

T r a n s a c t i o n

S o u r c e s  o f  f u n d s
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B a n k  l o a n s  i n c l u d i n g  m o r t g a g e s .........
A c c o u n t s  p a y a b l e  t o  o t h e r  b u s in e s s e s  . 
S t o c k s  a n d  b o n d s  i s s u e d .......................

T o t a l  s o u r c e s  o f  f u n d s .

U s e s  o f  f u n d s

N o n f i n a n c i a l  u s e s :
P a y r o l l ....................... ...................................
M a t e r i a l s  a n d  s u p p l i e s ............................
I n t e r e s t  .......................................................
R e n t s  a n d  r o y a l t i e s ..................................
T a x  p a y m e n t s ............................................
P l a n t  a n d  e q u ip m e n t  o u t l a y s .................
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m a tc h in g  u se  o f  fu n d s  b y  so m e  u n i t  e lsew h e re  in  th e  
e c o n o m y ; c o n se q u e n tly , th e  a c c o u n ts  fo r  th e  e c o n o m y  as 
a  w h o le  a re  b a la n c in g  a n d  in te rlo c k in g .

T h e  a c c o u n ts  in  T a b le  I I I  su m m a riz e  th e  flow  o f fu n d s  
fo r  th e  U n ite d  S ta te s  e c o n o m y  fo r  th e  c a le n d a r  y e a r  1 9 5 4 . 
T h e  e c o n o m ic  u n its  a r e  o rg a n iz e d  in to  e ig h t m a jo r  t r a n s 
a c to r  “ s e c to rs ” : c o n su m e r , b u s in e ss , F e d e r a l  G o v e rn m e n t, 
S ta te  a n d  lo c a l g o v e rn m e n t, b a n k in g , in s u ra n c e , o th e r  
fin an c ia l in s ti tu tio n s , a n d  th e  re s t  o f th e  w o rld .2

T h e  tra n s a c t io n s  o f  th e se  se c to rs  a re  o rg a n iz e d  in  
T a b le  I I I  in to  e le v en  m a jo r  c a te g o rie s  w h ic h  b r in g  to g e th e r  
t ra n s a c tio n s  th a t  a re  s im ila r  fo r  e a c h  se c to r . T h e s e  t r a n s 
a c tio n  c a te g o r ie s  a re  d iv id ed , o n  th e  o n e  h a n d , in to  th o se  
p e r ta in in g  to  “ f in a n c ia l” a sse ts  a n d  liab ilitie s , in c lu d in g  
F e d e ra l  o b lig a tio n s , m o rtg a g e s , c o rp o ra te  secu ritie s  a n d  
S ta te  a n d  lo c a l o b lig a tio n s , c u rre n c y  a n d  d e p o s its , a n d  
o th e r  f in a n c ia l a s se ts ; a n d , o n  th e  o th e r  h a n d , in to  
“n o n fin a n c ia l” t r a n s a c t io n s  w h ic h  c o m p rise  a ll o th e r  ty p e s  
o f  flow s su ch  as  p a y ro lls , in v e s tm e n t re c e ip ts  a n d  p a y m e n ts , 
in su ra n c e  a n d  g ra n ts , ta x e s  a n d  ta x  re fu n d s , c a p ita l  a c q u is i
tio n s , a n d  p u rc h a s e s  a n d  sa les  o f o th e r  g o o d s  a n d  se rv ice s.

A lth o u g h  th e  d iv is io n  o f  t r a n s a c t io n  c a te g o r ie s  in to  
n o n fin an c ia l a n d  f in a n c ia l g ro u p in g s  is n e c e s sa rily  a rb i t r a ry  
in  so m e  re sp e c ts ,  a n  im p o r ta n t  d is tin c tio n  b e tw e e n  th e  
tr e a tm e n t o f  th e se  tw o  ty p e s  o f  flow s s h o u ld  b e  n o te d .

2 More detailed sectoring has been done in the Flow of Funds study 
than is shown here. The "business” sector is divided into corporate, noncorporate-nonfarm, and farm business, while greater detail is also provided for the banking and insurance sectors. In addition, the breakdowns of the transaction categories for each sector are presented in greater detail in the Flow of Funds study than is shown in the summary Table III.

S in ce d a ta  a re  n o t  g e n e ra lly  a v a ila b le  fo r  g ro ss  p u rc h a s e s  
a n d  g ro ss  sa les  o f f in a n c ia l a s se ts  b y  in v e s to rs  o r  fo r  e x te n 
s io n s  a n d  re p a y m e n ts  o f  c re d it , it  is p o ss ib le  a t  p re s e n t  to  
sh ow  o n ly  n e t  flow s o f  fu n d s  fo r  e a c h  f in a n c ia l tr a n s a c t io n , 
d e riv in g  su ch  d a ta  la rg e ly  f ro m  n e t  c h a n g e s  in  b a la n c e  
sh ee ts  sh o w in g  a sse ts  a n d  liab ilitie s . O n  th e  o th e r  h a n d , 
flow s o f  fu n d s  p e r ta in in g  to  so -c a lle d  n o n fin a n c ia l  t r a n s a c 
tio n s  a re  re c o rd e d  in  th e  F lo w  o f  F u n d s  s tu d y  o n  a  g ro ss  
b a s is ; fo r  ex a m p le , b o th  ta x  p a y m e n ts  a n d  ta x  re fu n d s  a re  
sh o w n  ra th e r  th a n  n e t  ta x  p a y m e n ts  ( s e e  T a b le  I I I ) .  T h e  
n e cess ity  o f  c o m b in in g  g ro ss  flow s in  n o n fin a n c ia l t r a n s a c 
tio n s  w ith  th e  n e t  flow s in  f in a n c ia l t r a n s a c t io n s  p ro d u c e s  
a  g ra n d  to ta l  fo r  th e  f lo w -o f-fu n d s  a c c o u n ts  th a t  is d e 
p r iv e d  o f  e c o n o m ic  s ig n ifican ce  b y  th e  n a tu re  o f  th e  c o m 
p ro m ise . N e v e r th e le ss , th e  d a ta  fo r  c o m p a ra b le  ty p e s  o f 
t r a n s a c tio n s  b y  th e  v a r io u s  se c to rs  re m a in  m e a n in g fu l fo r  
an a ly s is .

T h e  p re s e n ta t io n  o f  s ta tis tic s  in  F lo w  o f  F u n d s  in  th e  
U n ited  S ta tes  is  f a r  m o re  c o m p re h e n s iv e  th a n  is  in d ic a te d  
b y  th e  s u m m a ry  in  T a b le  I I I .  A  w e a lth  o f  s ta tis t ic a l  d e ta il 
is p ro v id e d  in  th e  p u b lish e d  v o lu m e , w h ic h  c o n ta in s  87  
ta b le s  o f  b a s ic  d a ta , o rg a n iz e d  a n d  c ro ss -c la ss if ied  a c c o rd 
in g  to  e c o n o m ic  se c to rs  a n d  b y  ty p e  o f  t r a n s a c t io n s . M o re 
o v e r, th e  d a ta  o n  a  f lo w -o f-fu n d s  b a s is  a re  re c o n c ile d  
in s o fa r  as  p o s s ib le  w ith  th e  m o re  fa m ilia r  s ta tis t ic a l  c o m 
p ila tio n s  o f  v a rio u s  F e d e ra l  G o v e rn m e n t d e p a r tm e n ts  a n d  
ag en c ie s , su c h  as  th e  n a t io n a l  in c o m e  a n d  p r o d u c t  a c c o u n ts , 
in  o rd e r  to  fa c il i ta te  th e  t r a n s i t io n  f ro m  o n e  b a s is  to  
a n o th e r .  T h e  a n a ly tic a l p o te n tia l  o f  th e  f lo w -o f-fu n d s  
sy s tem  is th e re b y  e n h a n c e d  fo r  th o se  w ish in g  to  e x a m in e

T a b l e  I I I

S u m m a r y  o f  F I o w - o f - F u n d s  A c c o u n t s  f o r  1 9 5 4  

( A n n u a l  f l o w s ,  i n  b i l l i o n s  o f  d o lla r s )

S e c to rs  ( S = S o u r c e s  of fun d s, U = U s e s  o f fu n d s)

T ra n sa c t io n C o n su m e r B u s in e s s
Fed e ra l

G o v e rn m e n t

S ta te  an d  
loca l 

go v e rn m e n t
B a n k in g In su ra n c e

O th e r 
_ finan cia l 
in st itu t io n s

R e s t  of 
w o rld

T o ta l
D i s 

c rep
a n c y  

(S  less

U )S U S U S U S U S U S U S U S U S U

Nonfinancial

P a y r o l l .......................................................... 19-3.7 2 .5 148 .7 18 .1 14 .8 2 .1 2 . 8 4 .7 * 193 .7 193 .7
In v e s tm e n t  rece ip ts a n d  p a y m e n ts ............... 61 .7 17 .2 28 '.5 7 4 .1 i ! i 5 .7 6 ! s 1.1 o ' i 2 3 4 ! i 0 .5 L 9 1 .7 o !4 2 .2 104 .7 104 .7
In su ra n c e  an d  g r a n t s .................................... 2 7 .1 23 .7 3 .2 16 .7 8 .4 1 6 .6 13 .2 13 .0 o ! s 2 9 .6 1 7 .9 6 .0 1 .4 2 .3 0 .3 9 0 .0 S 9 .9 6 ! i
T a x e s  an d  tax  r e fu n d s .................................. 2 .9 3 8 .4 0 .4 4 4 .2 6 1 .9 3 .3 2 2 .8 1 .0 0 .9 * * 8 8 .0  

j  8 06 .9

8 7 .8

8 0 2 .8

0 .2
C a p ita l  a c q u is it io n s....................................... 2 7 . 0 G9.1 2 .5 3 1 .0 3 .5 0 .1 9 . i 0 .2 * 0 .4 2 .6
P u rch a se s  a n d  sa les of other go o d s  a n d  se rv ices 1 55 .6 7 4 4 .0 4 6 9 .2 5 .8 3 2 .2 6 .0 6 .5 o ! s 0 .8 0 .3 3 .8 5^2 3 .7 15! 2 15! 2

4 .1

T o t a l .................................................. 3 1 2 .4 3 0 6 .6 7 7 8 .6 7 8 3 .8 7 7 .3 7 9 .5 4 2 .9 4 4 .5 7 .3 6 .7 3 3 .9 2 6 .1 1 3 .0 14.1 17 .9 1 7 .7 1 ,2 8 3 .3 1 ,2 7 9 .0 4 .3

Financial

C u r re n c y  a n d  d e p o s it s .................................. 6 .5 1 .2 0 3 0 .8 9 .7 * 0 .8 0 .2 0 .7 9 .7 1 0 .0 - 0 . 3
F e d e ra l o b l ig a t io n s ........................................ -  1 .1 -  1 .7 2 *3 1.1 3 *9 -  0 .5 0 .4 0 .4 2 .3 2 .4 - 0 . 1
M o r t g a g e s ..................................................... 9^3 1 .6 s ! i -  o . i * 3.8 2 .7 o ! i 4 .4 12 .5 1 2 .5
C o rp o ra te  securit ie s a n d  S ta te  a n d  local 

ob lig a t io n s  ............................................... 2 .0 5 .4 0 .4 -  0 .3 5 .5 0 .9 0 .2 2 .1 5 .8 0 .5 0 .4 0 .1 0 .1 1 1 .6 1 1 .6
O th e r ............................................................. 2 .1 5 .7 -  1 .1 2 .0 ' " * 0 .3 0 .2 1 .3 6 *4 0 .2 5 .9 0 .6 1 .3 0 .5 8 .8 10 .7 - i ’.9

T o t a l ................................................... 11 .4 1 4 .6 7 .4 2 .0 2 .3 0 .2 5 .5 2 .9 10.2 1 1 .0 0 .4 8 .2 6 .4 6 .5 1 .5 1 .8 4 4 .9 4 7 .1 - 2 . 2

D isc re p a n c y  a n d  v a lu a t io n  a d ju stm e n t......... 0 .4 2 .9 0 .2 0 .9 -  0 .3 -  0 .1 -  1 .5 * 0 .4 2 .2 - 1 . 8

G ra n d  tota l ............................... 324 .1 3 24 .1 7 8 6 .0 7 8 6 .0 7 9 .6 79 .6 4 8 .4 k s . 4

1

1 7 .5 1 7 .5 34 .3 3 4 .3 1 9 .4 19 .4 19.5 19.5 1 ,3 2 8 .6 1 ,3 2 8 .6

N o te :  B e ca u se  o f ta b u la r  c o n ven t ion , tra n sa c t io n s  th a t  o rd in a r ily  are  a  u se  of fu n d s  fo r  a sector are  carried  in  the  u se s co lu m n; hence, n e ga tive  item s a pp ear a s “ne ga tive  u se s” ra the r th a n  source s 
o f fun d s. F ig u re s  m a y  n o t  a d d  to  to ta ls  show n, ow in g  to  rou n d in g .

*  L e s s  th a n  50  m illio n  dollars.

So u rce :  B o a rd  of G o v e rn o r s  of the  Fe d e ra l R e se rv e  S y ste m .  D a t a  are re v is io n s  o f the  p re l im in a ry  sta t is t ic s  a p p e a rin g  in  the  Federal Reserve Bulletin, O c to b e r 1955, p. 1122.
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o n e  se t o f  a c c o u n ts  in  c o n ju n c tio n  w ith  a n  a l te rn a tiv e  a p 
p r o a c h  to  e c o n o m ic  a c c o u n tin g . T h e  s ta tis t ic a l  ta b le s  o f 
th e  F lo w  o f  F u n d s  s tu d y  a re  a c c o m p a n ie d  b y  a  th o ro u g h  
te x tu a l  d isc u s s io n  o f  th e  c o n c e p tu a l b a s is  a n d  th e  s ta tis 
t ic a l  so u rce s  o f  th e  in d iv id u a l  item s  in  e a c h  ta b le .

A t  th e  p re s e n t  t im e , c o m p le te  f lo w -o f-fu n d s  s ta tis tic s  
h a v e  b e e n  p u b lish e d  o n  a n  a n n u a l  b a s is  f ro m  1 9 3 9  th ro u g h
1 9 5 3 , a n d  a  s u m m a ry  ta b le  o f  1 9 5 4  tra n s a c t io n s  a lso  is 
a v a ila b le . I t  is th e  in te n tio n  o f  th e  B o a rd  o f  G o v e rn o rs  
to  m a in ta in  th e se  d a ta  o n  a  c u r r e n t  b a s is , a n d  to  m o v e  to  
a  m o re  f re q u e n t  r e p o r t in g  sy tem  as  i t  b e c o m e s  p o ss ib le . 
T h e  e v e n tu a l p u b lic a t io n  o f  th e se  a c c o u n ts  o n  a  q u a r te r ly  
b a s is  d o u b tle s s  w ill a d d  g re a tly  to  th e ir  u se fu ln e ss  a s  a  
f ra m e w o rk  fo r  an a ly s is  o f  c u r r e n t  e c o n o m ic  tr e n d s , a n d  
w ill fa c il i ta te  c o m p a r is o n  o f  f in an c ia l t r a n s a c t io n s  w ith  th e  
n a t io n a l  in c o m e  a n d  p r o d u c t  a c c o u n ts  w h ic h  a re  a lre a d y  
a v a ila b le  b y  q u a r te r ly  p e r io d s .

C o n c l u s io n
I n  a d d it io n  to  s u p p le m e n tin g  e x is tin g  sy s tem s o f  e c o 

n o m ic  a c c o u n tin g , th e  f lo w -o f-fu n d s  a p p ro a c h  p ro v id e s  a

n e e d e d  a d d itio n a l in s ig h t in to  m o n e ta ry  p ro c e sse s , b y  o r 
g a n iz in g  th e  tra n s a c t io n s  o f  th e  e c o n o m y  in to  a  c o m p re 
h e n s iv e  a n d  c o n s is te n t s tru c tu re , in  a  m a n n e r  w h ic h  g iv es  
a  n e w  p e rs p e c tiv e  a s  to  th e ir  in te rd e p e n d e n c e  a n d  in te r 
re la tio n sh ip . F o r  a n a ly s is  o f  th e  c a p ita l  a n d  c re d it  m a rk e ts ,  
fo r  ex a m p le , th e  f lo w -o f-fu n d s  a c c o u n ts  re c o rd  th e  e x te n t  
to  w h ich  b u s in e ss , c o n su m e rs , o r  g o v e rn m e n t w e n t to  th e  
m a rk e t  to  b o rro w  o r  o b ta in  a d d itio n a l c a p ita l ,  a n d  in  w h a t  
w ay s in v e s tin g  g ro u p s  su p p lie d  fu n d s  to  b o r ro w e rs  o r  r e 
shu ffled  th e ir  p o r tfo lio s  o f  f in a n c ia l asse ts  d u r in g  a  g iv e n  
y e a r . M o re o v e r , c o m p a r is o n s  c a n  b e  m a d e  o n  a  c o n s is te n t 
b a s is  w ith  p re v io u s  y e a rs  b a c k  to  1 9 3 9 . I n  a n a ly z in g  th e  
b e h a v io r  o f  c o n su m e rs , th e  so u rce s  o f  fu n d s  ( in c lu d in g  
b o r ro w in g )  a v a ila b le  to  c o n su m e rs  c a n  b e  t r a c e d  o u t ,  a s  
w e ll as  th e  a c c o m p a n y in g  u se s  to  w h ic h  su c h  fu n d s  h a v e  
b e en  p u t  b y  c o n su m e rs , w h e th e r  fo r  p a y in g  ta x e s  o r  p u r 
c h a s in g  d u ra b le  g o o d s , h o m e s , o r  c o rp o ra te  s to c k s  a n d  
b o n d s . In d e e d , th e  p o ss ib ilitie s  fo r  an a ly s is  w ith in  s e c to rs , 
b e tw e e n  sec to rs , o r  b e tw e e n  v a rio u s  k in d s  o f  t r a n s a c t io n s  
a re  v ir tu a lly  w ith o u t l im it— e ith e r  in  a  g iv e n  y e a r  o r  o v e r  
a  p e r io d  o f  y e a rs .

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

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

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

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

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

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

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

1 9 4 7 - 4 9 =  1 0 0 1 1 4 . 9 1 1 4 . 7 1 1 4 . 6 1 1 4 . 2 # +  1
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 4 . 9 p 3 1 3 . 3 2 9 8 . 9 +  1 +  6
C o m p o s i t e  i n d e x  o f  w a g e s  a n d  s a l a r i e s * ....................................... 1 9 4 7 - 4 9 -  1 0 0 — 1 4 6 p 1 4 6 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 , 3 7 7 p 5 0 , 2 1 0 p 5 0 , 2 9 2 4 8 , 8 8 2 +  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 4 9 p 1 6 , 7 9 8 p 1 6 , 8 5 6 1 6 , 3 8 0 # +  3
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 . 2 p 4 0 . 4 4 0 . 5 4 0 . 3 r # #

t h o u s a n d s 2 , 5 6 4 2 , 8 3 4 2 , 9 1 4 2 , 9 6 2 - 1 0 - 1 3
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 4 , 7 0 0 p 7 5 , 1 8 0 p 7 5 , 8 1 0 p 8 2 , 6 2 0 r -  1 ~  1 0
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 5 , 3 4 0 p 8 4 , 7 3 0 p 8 2 , 5 4 0 p 7 2 , 9 2 0 r +  1 + 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 6 , l l O p 1 0 4 , 3 6 0 p 1 0 5 , 5 9 0 p 1 0 4 , 5 0 0 +  2 +  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 * J . m i l l i o n s  o f  $ 3 0 , 5 5 1 p 3 0 , 5 3 1 3 0 , 4 2 7 3 0 , 1 0 8 # +  1
B a n k  d e b i t s  (337 c e n t e r s ) * .............................................................. m i l l i o n s  o f  & 7 5 , 5 4 8 7 3 , 5 1 7 7 6 , 8 3 0 6 8 , 2 1 4 r +  3 + 1 1
V e lo 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 4 0 . 6 p 1 3 0 . 6 1 3 1 . 9 1 2 3 . 8 +  8 +  1 4
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 8 , 2 6 0 2 7 , 9 6 4 2 7 , 7 8 4 2 3 , 5 1 3 +  1 + 2 0

United States Government finance (other than borrowing)
m il l i o n s  o f  $ 4 , 3 6 8 1 2 , 3 5 1 7 , 0 8 9 3 , 6 4 0 r —  6 5 +  2 0

C a s h  o u t g o ........................................................................................... m i l l i o n s  o f  $ 5 , 4 2 8 6 , 1 4 9 5 , 6 0 0 5 , 3 4 4 r - 1 2 +  2
N a t i o n a l  d e fe n se  e x p e n d i t u r e s ......................................................... m i l l i o n s  o f  $ 3 , 0 0 9 3 , 3 9 6 3 , 0 7 5 3 , 1 2 9 r - 1 1 -  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 7 1 5 6 1 5 6 1 4 5 +  1 +  8
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 7 4 p 2 5 2 2 2 5 +  9 + 1 5
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 4 9 p 3 3 2 2 2 3 +  5 + 6 2
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 . 3 1 1 2 . 2 1 1 2 . 1 1 1 2 . 3 # #
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 4 9 . 5 p 7 , 6 6 9 . 6 7 , 5 6 2 . 3 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 4 9 . 2 p 2 , 6 5 7 . 7 2 , 6 3 5 . 6 r # +  1
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 5 , 7 1 5 6 9 , 0 7 0 6 3 , 7 9 2 5 7 , 6 3 4 —  5 + 1 4
B a n k  d e b i t s  ( S e c o n d  D i s t r i c t  e x c lu d in g  N e w  Y o r k  C i t y ) * .......... m i l l i o n s  o f  $ 5 , 0 7 2 4 , 7 9 5 5 , 0 4 5 4 , 5 6 8 +  6 + 1 1
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 v ) * ............................ 1 9 4 7 - 4 9 =  1 0 0 1 7 6 . 0 1 7 5 . 6 1 6 1 . 1 1 4 4 . 7 # + 2 2
D e p a r t m e n t  s t o r e  s a l e s * ........................................................................ 1 9 4 7 - 4 9  =  1 0 0 1 0 4 e 1 0 7 1 0 5 1 0 3 -  3 +  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 4 p 1 2 2 1 2 4 1 1 4 +  2 +  9

N o t e :  L a t e s t  d a t a  a v a i l a b l e  a s  o f  n o o n ,  J u n e  1, 1 9 5 6 .
p P r e l im i n a r y .  r  R e v i s e d .  t  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 .
e P a r t l y  e s t im a t e d .  t  S e a s o n a l  f a c t o r s  r e v i s e d  b a c k  t h r o u g h  1 9 3 8 .
*  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 .
§ Q u r c § :  A  d e s c r i p 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  p f  N e w  Y o r k ,  o n  r e q u e s t .
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