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Survey of Current Conditions
The suddenness of the end of the war poses
difficult problems for the next few months. The
virtual elimination of all war production means that
large numbers of workers will be released and can
be reemployed only as civilian employment ex
pands. The promised rapid demobilization of the
armed services will also add substantial numbers to
the civilian labor force. T o accomplish speedy and
orderly reconversion will require prompt, vigorous
and well-coordinated action by Government, busi
ness and labor.
INDUSTRY

The prospects for Eighth District industry in the
coming months may be set in proper perspective by
a brief review of prewar conditions and of wartime
developments.
The Eighth District is essentially a rural district.
In 1940, about two-thirds of its people lived in rural
communities. In the major district cities, however,
manufacturing is an important activity as is distri
bution. Mining of coal and non-ferrous metals, pro
duction of oil, and lumbering are also significant
income sources for the district.
District manufacturing is quite diversified with
considerable nondurable and semidurable goods pro
duction, particularly in foods, apparel and chemicals.
Metal working is important, especially in Evans
ville, where it is dominant, and in St. Louis. In
1939, manufacturing plants in the district produced
goods valued at $2.4 billion, about $1 billion being
value added by manufacture. More than 70 per cent
of this production was concentrated in the four
major industrial areas of St. Louis, Louisville, Mem
phis and Evansville. St. Louis alone accounted for
45 per cent of the district total. Manufacturing em
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ployment in 1939 averaged 460,000 with some 260,000
of these workers in the four major industrial areas.
War Production — Prior to June, 1940 only a few
district establishments produced war goods under
contracts placed by foreign purchasing missions.
When the defense program began, however, the
district received a considerable amount of new in
dustrial plant, and after December, 1941, most dur
able producers which could convert to war work
began to do so. Additional new war plant was also
built after the declaration of war. During the whole
defense-war period the district received new indus
trial plant and equipment (including expansion or
conversion of existing plant) valued at $1.7 billion.
In addition, some $550 million was spent for new
military establishments.
Into the new war plants and the hundreds of
plants which converted wholly or partially for war
production poured more than $6 billion in prime
war contracts plus a substantial volume of subcon
tracts. While civilian production of most durable
goods was cut substantially, a high level of civilian
goods production was maintained despite the tre
mendous volume of war output, because nondur
able manufacturing predominated in the district.
The bulk of the new war facilities located in the
district were created for the manufacture of ord
nance materials, such as ammunition, explosives and
chemicals. Major ordnance plants were located in
each of the district's four major industrial areas— St.
Louis, Louisville, Memphis and Evansville. In
addition, large plants were located in or near Little
Rock and Pine Bluff, Arkansas, Herrin, Illinois,
Paducah and Mayfield, Kentucky, Aberdeen, Mis
sissippi, and Milan, Tennessee.
(C ontinued on Page 7)

A Report On Farm Land Prices
During the war the farmers of the country have
experienced a tremendous increase in total assets
and net worth. Their assets rose from $53.8 billion
on January 1, 1940 to $90.8 billion on January 1,
1945, and their net worth increased from $43.8 bil
lion to $81.8 billion. In the same period total debts
of farmers decreased from $10 billion to $9 billion.
Thus, a decrease of $1 billion in the debt load of
agriculture has been accompanied by an increase of
$37 billion in total assets and $38 billion in total
net worth.
The greatest increase in value of farm assets
occurred in farm real estate, which has jumped from
$33.6 billion to $50.3 billion, or a gain of $16.7
billion. While some other items on the agricultural
balance sheet, such as livestock, bank deposits, cur
rency, and United States Savings bonds, have shown
considerable increase in physical volume, the amount
of real estate has remained relatively constant, and
its increased value is due to an increase in the in
ventory price per acre. This situation leads one to
view the farm real estate situation with a critical
eye. Is such a tremendous increase in dollar value
with virtually no increase in physical volume justi
fied, and has it been accompanied by financial prac
tices that may present difficulties either to farmers
or to lenders in the future?
RISE IN NET WORTH OF FARMERS

The accompanying chart shows what has hap
pened to the principal components of farmers' net
worth during the war period. Three groupings of
assets are shown: Farm real estate; livestock,crops
and equipment ; and cash and Government bonds.
The real estate section represents the total value of
MET W ORTH OF FARMERS
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farm real estate, minus total farm mortgage in
debtedness. The livestock, crops and equipment
grouping includes total value of livestock, crops on
hand or in storage, farm equipment and household
furnishings, less all non-real estate indebtedness.
The cash and bonds section represents the total
amount of cash on hand or on deposit, all Govern
ment bonds, and a small amount of cooperative
stock held by farmers. From 1940 to 1945 the net
worth of agriculture has increased by $38 billion or
has almost doubled. Farm real estate less mortgage
indebtedness has increased by $18 billion; livestock,
equipment, etc., rose $8.8 billion, and cash and Gov
ernment bonds $11.2 billion. Although real estate
showed the greatest dollar increase, it represented
about 55 per cent of the total net worth of farmers
on January 1,1945, as compared with 62 per cent in
1940. Non-real estate holdings amounted to 25 per
cent in 1945 as against 27 per cent in 1940, while
cash and Government bonds went up to 20 per cent
from 11 per cent.
The figures indicate that farmers are well fixed
from the standpoint of equities in real and non-real
property, and are in the strongest cash position in
their history. If the wise use of funds by farmers
continues as during the past five years, agriculture
should be able to face major adjustments in farm
prices and farm production without a disastrous
turnover in ownership such as was experienced fol
lowing previous periods of high prices and inflated
land values.
LAND PRICE RISE IN TWO WAR PERIODS

Although farm real estate prices in all states in
eluded in the Eighth District have shown marked
rises during the war period, there has been a strik
ing variation in the extent of the rise among the
several states. The accompanying chart shows the
farm real estate price indexes for district states from
1939 to 1945 compared with the similar period dur
ing W orld W ar I of 1914 to 1920. Average prices
for the period 1935 to 1939 were used as the base in
computing these indexes. It is noted that for the
district as a whole the rate of rise for the two periods
has been quite similar, but on a per acre price basis
the rise during the present war has not reached the
heights attained after W orld War I. Generally
speaking, the rate of increase in land prices for the
individual states in the district has been comparable
to that of the W orld War I period, except that in
most states the rise from 1943 to 1945 has been at
a slower rate than from 1918 to 1920. The most

rapid rise in farm values during the W orld War I
period occurred in the two years following the
Armistice.
The chart shows clearly that in the diversified
areas farm real estate prices were relatively lower
at the beginning of the war and to date have fallen
far short of the sale prices reached during and im
mediately after W orld War I. On the other hand, in
cash crop sections such as the Delta cotton areas
and the tobacco areas of Kentucky and Tennessee,
farm real estate prices at the beginning of World
War II were on about the same level as at the be
ginning of W orld War I, and up to 1943 followed
a very similar pattern with a tendency to fall behind
the W orld W ar I record during the past two years.
Missouri, which is a diversified state, reveals a situ
ation where present per acre prices are still con
siderably below the prices prevailing at the begin
ning of W orld War I. In Illinois, which is another
diversiAed state, present prices are only slightly
above those at the beginning of W orld War I. In
Indiana the rise has been a little more marked. In
Mississippi and Arkansas present prices, while con
siderably above those at the beginning of the W orld

War I period, have fallen during the last year con
siderably behind the W orld War I rate of advance.
In Tennessee and Kentucky, the price trend during
the two war periods has been about the same; par
ticularly in Kentucky the price rise during the more
recent conflict has practically kept pace with the
record established during W orld War I.
While in the diversiAed areas present per acre
prices have fallen far short of equalling the record
levels established during the W orld War I period
and the rate of rise has been at a slightly slower
rate, much of the difference in the present situation
apparently is due to the comparatively lower levels
on which the diversiAed areas entered the World
War II period.
For the district as a whole, the number of trans
fers has been moderate and fairly constant from
1941 throughout 1944. In some areas the transfer
rate has advanced, while in others the number of
transfers has declined. The number of resales has
likewise not been large. Resales have averaged less
than 10 per cent of total sales over much of the
district with some higher tendency shown in the
tobacco area of Kentucky. There seems to be little
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relationship between the number of transfers and
the increase in sale price. In one area the number
of transfers increased by about two and one-half
times during the period, and the per acre sale price
of the land advanced 60 per cent. In two other
areas the number of transfers increased by 78 and
83 per cent with respective sale price increases of
53 and 100 per cent. On the other hand, three areas
in the district showed decreases in the number of
transfers of 43, 67, and 17 per cent with respective
increases in sale price of 67, 80 and 100 per cent.
In no part of the district does the number of trans
fers appear to have become alarmingly high.
There are a few localized areas where the price of
farm land has increased to a marked degree. As
indicated above, these areas are primarily in the
Mississippi Delta cotton area, and the Kentucky and
Tennessee tobacco area. In spite of the high prices,
however, sales for cash generally continue high in
number and are tending to increase. Likewise, for
those farms where mortgages represent a portion
of the purchase price the amount of cash paid down
has been substantial and is tending upward. Only
in a few areas of the district does the average dollar
mortgage per acre on land purchased by use of
borrowed money appear to be approaching danger
ous levels. In some instances, such borrowings
represent amounts in excess of the average total
sale value of land in the areas during 1941. Indi
viduals and commercial banks provide the chief
source of the credit used by farm purchasers in the
Eighth District.
In the general farming areas, particularly Mis
souri, Illinois, and Indiana, landlords have been the
predominant sellers, and farmers have been the
principal buyers. In the cotton and tobacco areas,
however, the real estate activity has been largely a
farmer proposition, with farmers making the major
ity of sales, as well as the majority of purchases.
A PIELD STUDY OP CONDITIONS

In order to obtain more firsthand information on
the current situation, the writer visited four areas
in the district where farm real estate transfers and
prices have shown rather pronounced increases dur
ing the period 1941 to 1944, and where the use of
credit in non-cash sales has become relatively high
from a dollar mortgage per acre standpoint. The
counties visited included one in the Delta area of
Missouri, two in the tobacco section of Kentucky,
and one in the general farming area of southwestern
Indiana.
Before going into some of the deals reported by
local people, a breakdown of the number of farm
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transfers and the number involving credit might be
helpful. The following table tells the story:
ACTIVITY IN FARM LANDS AND CREDIT SALES IN
SELECTED AREAS — 1944

C ounty

N um ber o f
Transfers
in
1944

Southwestern
I n d ia n a .. . . . . . . 1 9 6
M issouri D elta . . . 116
N orthcentral
K e n tu ck y . . . . . . 1 1 9
Southcentral
K e n tu ck y . . . . . . 132

R atio o f
Transfers
Involving
Credit
to T otal

Buyers
E quity
in Farms
Purchased
with
Credit

8 .8 %
3.9

3.0%
2.3

47.0%
37.0.

3,294

6.1

3.1

42.0

1,484

8.9

4.4

34.0

N um ber o f
Farm s
in
C ounty
1940

R atio o f
Transfers
to T otal
Farms

3,224
3,002

In general, it would appear from these data that
the number of transfers is not unusually high, and
that the new farm mortgages given apply to only
a very small per cent of the farm land in the areas.
In case of the sales involving mortgage credit a
rather high per cent of the purchase price is paid
in cash. On the other hand, the amount of credit
on some of these farms, in spite of a sizable cash
consideration, represents a high per acre Agure when
compared to the total sale values in the area during
the 1941 period.
THE DELTA AREA

In the Missouri Delta area local people observed
that recent sales of rather large holdings of farm
land by an insurance company had contributed ma
terially to the apparently high mortgage debt situa
tion. The insurance company has sold many farms
to former tenants with a relatively small down pay
ment and at prices considerably in excess of those
prevailing during the 1941 period. It was the feel
ing of local people that many of these farms would
ultimately return to insurance company ownership
via the foreclosure route. These transactions have
tended to magnify an otherwise nominal debt situ
ation in the area. In a number of other instances
where credit was involved in the Missouri Delta
area, individuals appear to have advanced much of
the money. In other cases individual sellers who
are fairly well-to-do prefer to sell land with less
than a 30 per cent down payment and take a mort
gage for the balance. This enables the seller to
amortize the capital gains over a period of years as
additional principal payments are received. The
total income tax liability is therefore much less than
if 30 per cent or more of the purchase price were
accepted in cash.
Other cases were reported where present land
holders who wanted to increase their holdings, but
who did not wish to assume the responsibility of
operating additional land under present conditions
of short labor supply, were willing to loan up to the

total purchase price of farms which they would
eventually like to own. In these transactions both
the buyer and the seller are assuming unusual risks.
The buyer, while making only a small down pay
ment percentagewise, in many instances is tieing
up his entire life savings in a recognized gamble. If
good fortune favors him there is a chance of ulti
mate ownership of the land. However, if fortune
frowns, his life's savings may be gone and he will
return to his former status as a tenant or a share
cropper, a position from which he has risen only
during the last four or five years of favorable crops
and prices. The creditor, on the other hand, in ad
vancing a high per cent of the purchase price has a
feeling that probably the next few years will enable
the borrower to make a rather sizable reduction in
the debt, but that in all probability eventual owner
ship of the land will be realized by the creditor.
Here again an element of gambling enters. If the
borrower is unusually fortunate and retires the debt,
the creditor will have received a good return on his
investment. On the other hand, if after a substantial
reduction in the debt has been made the creditor is
obliged to take over the land, ownership will prob
ably come at a time when the problems of operation
are less perplexing than at present. Also, the small
down payment plus probable further reduction in
the principal balance will enable the lending indi
vidual to assume ownership at a much more favor
able per acre outlay than would be possible by out
right purchase at present prices.
Local observers believe that when prices of land
recede to around the outstanding debt level little
effort will be made by the shoestring purchasers to
continue ownership of the land. This is particularly
true since many of these purchasers are former
tenants and sharecroppers who in the past have had
little occasion to feel pride in the farm home, and
who are not likely to attempt to carry on when sale
prices fall to or below their mortgage indebtedness.
It is encouraging, however, that comparatively few
farmers, when the over-all situation is viewed, are
as yet involved in this type of transaction. The
unusually favorable cotton price situation has been
largely responsible for the increase in farm land
prices in the Delta area. From the Delta investor's
viewpoint the present situation is attractive. On
the good Delta lands, with average crop yields, the
landlord can expect with present prices a return of
from $15 to $25 an acre without advancing anything
except the land, and taking the customary landlord's
share of the crops.
The fallacy of investing a life's savings in mini
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mum payments towards farm ownership may be
brought home to recent buyers in the Delta area
during 1945. Much of the area is experiencing un
usually poor crops and it is the opinion of many
local people that some shoestring sales may revert
to the original owner or the creditor before the end
of the year. This is because many purchasers of
this type do not have sufficient backlog of reserves
even to carry over one crop failure.
THE TOBACCO AREA

In the tobacco section of the district, increase in
land prices has been even more pronounced than in
the cotton area. The attitudes regarding both pur
chases and credit transactions, however, are dif
ferent. Sales and purchases in the tobacco area have
been made primarily by farmers. Many of the pur
chasers are former tenant farmers who have accum
ulated rather sizable reserves during the recent
years of unusually favorable tobacco yields and
prices. The general feeling among local people is
that, while the price of land has increased to infla
tionary levels, most farm purchasers will be suc
cessful and ultimately become farm owners. The
gambling spirit is not so evident here as in the
Delta. Farm purchases are being made with a
sincere desire for farm and home ownership, and
most transfers include sufficient cash to make ulti
mate debt-free ownership a strong possibility. More
over, the tobacco outlook appears more favorable
than that for cotton.
From the standpoint of total farms in the Ken
tucky areas, a relatively small per cent are being
transferred under credit consideration, and on an
average a third or more is being paid down by the
purchaser. There are, however, individual instances
where both buyer and creditor are assuming rather
dangerous risks. An example of this sort of trans
action is a reported case of a tenant farmer with
$1,500 cash who bought a tract of land for $6,000
on which he desired a $4,500 loan. The loan was
made by a commercial bank with the understanding
that the borrower would subsequently apply for
refinancing from the Federal Land Bank. The Land
Bank made two appraisals of the land. The first
resulted in an offer to extend total credit of $1,800
on the land, and the second appraisal raised the
commitment to a maximum of $2,200. The Land
Bank's commitments were made on the basis of a
normal appraised value. The farm is small, and
the land poor. The buyer has little backlog outside
the $1,500 making up the down payment. There is
faint hope that the buyer can ever realize owner
ship of the farm, and there is rather strong likeli
Page 5

hood that the lender will eventually assume an
asset on which there is strong possibility of a net
loss. While the above example represents bank
credit, most of the shoestring credit deals are being
financed with non-bank money. Banks generally
are taking a very realistic approach to the situation.
Another reported example of unusual farm sales
in the tobacco area is a farm purchased some years
ago for $9,000 and recently sold for $18,000. The
buyer in turn sold the farm for $24,000, and it was
more recently resold at a price which was undis
closed but which was said to reflect a tidy profit for
the last seller. This type of transaction appears to
be the exception, not the rule, and this particular
series of resales represented cash deals throughout.
In the tobacco area, as in the cotton area, while
some individual cases are rather alarming, they rep
resent an insignificant percentage of the total farm
real estate in the area. Here again the sharp farm
land price increases can be traced to the very favor
able combination of good crops and unusually high
prices for tobacco in recent years. There is appar
ently a strong demand for farms with limited sup
ply, which tends to push up further the prices of
those offered for sale.
The writer attended a farm real estate auction in
which a 785 acre tract was sold at public auction in
five individual parcels. The tract had been in one
family for one hundred years or more, and had not
received good care. The buildings were in a very
bad state of repair, and the land showed definite
marks of over-cropping and poor management. A
portion of the land had naturally fertile soil, but a
rather sizable portion was white land, which is
naturally poor and unproductive. The entire tract
sold for a total of approximately $64,000, or about
$80 per acre. The consensus of opinion of those
attending the auction was that even under present
conditions the land should have sold for an average
of not more than $60 per acre. A number of people
who are intimately acquainted with the family which
sold the land indicated that the sale netted approx
imately $20,000 in excess of what was expected.
This farm sale is representative of a situation that
is bound to develop where the demand for farms is
high and the supply relatively small. A good
tobacco base and some good timber were contrib
uting factors to the high sale price.
It was indicated by local observers that a number
of sales in Kentucky have been made by farmers
who were not wholly aware of the current situation
and who accepted without study what appeared to
be a high first offer for their farms. After the sales
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were made, however, and the sellers attempted to
acquire new farms they found that they had to pay
prices in excess of what had been received.
A GENERAL FARMING AREA

The other area visited was a general farming
section of southwestern Indiana. The record indi
cated a rather alarming situation because the num
ber of transfers in 1944 exceeded by two and onehalf times the number in 1941, and banks were ex
tending most of the new mortgage credit. An onthe-spot check, however, revealed a somewhat dif
ferent situation than one might assume from the
statistics. Local people who are in a position to
know conditions were of the opinion that a rela
tively small amount of farm land is selling and that
most sales have been made at a price that would
enable the purchaser to realize ownership without
undue hardship. Relatively few established farms
have been sold or are for sale. Some of the trans
fers that had been reported, however, were made
by a Government corporation liquidating a rather
vast holding of land that was purchased some years
ago. Sale of this land has been slow, and the sales
made have realized little in excess of the original
purchase price. This is probably due to the fact,
however, that in all sales the Government retains
full mineral and oil rights to the land. The area has
a highly diversified agriculture, and there is no
specialized cash crop which might be especially
vulnerable in the postwar period.
As in the other areas visited there were a few
instances where sale prices appeared to be unreason
ably high and where credit appeared to be excessive.
For example, one farm of 112 acres in the area was
purchased by a city buyer in 1940 for $6,800. The
buyer later determined that he had purchased pri
marily clay land of very low productivity. He con
cluded that he had acquired an asset that would be
almost impossible to liquidate without loss. In the
spring of 1945, however, an anxious prospective
purchaser approached him with an offer of $10,000.
The city farm owner almost said "yes" but countered
with a price of $12,000. After some bargaining the
bid was raised to this amount. A bank loan of
$8,500 was made in connection with the purchase.
Here again is an individual case where there is good
possibility that the buyer will ultimately lose a life's
savings, and where the creditor may be forced to
assume ownership of a farm on which loss will be
suffered. Examples of this kind are rare, however,
and the number of farms being sold on this basis is
insignificant. Although banks apparently are mak
ing more loans than any other class of creditor, the

bank loans in genera! are being made on a conser
vative basis. Sixty-six per cent of the transfers
represent cash sales, and of those being purchased
on credit an average of 47 per cent of the purchase
price is being paid down by the buyer.
SUMMARY AND CONCLUSIONS

Farm real estate prices in the Eighth District
have shown significant rises which in many cases
have brought the sale price to an amount greatly in
excess of what is generally accepted as normal
value. Land prices have reached inflationary levels
in certain specialized cash crop areas, but in many
of the general farming areas prices arc not substan
tially above normal levels. The number of transfers
and the number of resales have not been alarming.
Although in individual cases excessive lines of
credit have been advanced in connection with farm
sales, the percentage of total farms in the district
on which excessive lines of credit are involved is
quite small. The price rise has been the result of
the favorable general farm income situation and of
unusually favorable prices for certain specialized
crops such as tobacco and cotton. The demand for
farms in most areas is high, and the supply being
offered for sale is relatively low. This situation
exerts a further rising influence on farm land prices.
The very favorable financial position of agriculture
as a whole is reflected in farm transfers within the
district since a high per cent of the sales represent
strictly cash transactions and in those transfers in
volving credit the buyer's equity is substantial.
In spite of individual reports of speculative farm
sales, of inflated credit transactions, and over-all
substantial rise in farm land prices, the debt posi
tion of the average Eighth District farmer continues
favorable. The large amount of educational infor
mation regarding the dangers in high farm prices
and unwise borrowing, which has been distributed
by Government agencies and commercial institu
tions, appears to have been quite effective. The
program has been particularly effective in causing
farmers to exercise restraint in the use of farm
mortgage credit. It has been less effective in pre

CURRENT CONDITIONS
(C ontin ued from P age 1)

Generally speaking, war supply contracts have
tended to be concentrated in areas which were fairly
well industrialized prior to the war. At the begin
ning of the defense-war program strong efforts were
made to decentralize war production and new in
dustrial facilities, both for reasons of military secur
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venting farm land price rises.
There are many factors in existence today which
might be expected to encourage reckless use of
borrowed money for farm purchases. These factors
include such things as the unusually high income
of farmers, the enormous supply of funds available
for loans, the generally lower interest rates, more
general amortization of farm mortgage loans, and
the preference of some sellers to minimize income
tax liability through credit sales with less than
thirty per cent of the purchase price paid down. On
the other hand, the sobering results of the farm land
inflation during and following W orld W ar I, and
the educational program referred to above, have
tended to temper the enthusiasm of both borrower
and lender during the present period of good crops
and high prices.
Up to the present time, therefore, the farm reai
estate situation has not got out of hand in the
Eighth District. Speculative credit transactions
which may result in disaster are confined to a rela
tively few people. The forces which could touch
off a truly speculative movement, however, continue
to be present and could become increasingly active
in the immediate future. The high demand for farm
products may continue for some time, and the Gov
ernment guarantee of many farm prices for two
years after January 1 following the ofRcial declara
tion of the end of the war emergency, coupled with
reserves in agriculture, could still produce a dis
astrous inflation in farm real estate prices and lead
to an unwarranted expansion of farm real estate
credit. The informational program which has been
so effectively carried out thus far should be con
tinued with increased vigor until such time as this
danger is past.
District banks generally are taking a realistic
view of values in extending farm mortgage credit.
In so doing they are maintaining a position that
will enable them to serve the legitimate credit needs
of agriculture in the postwar period when prices of
farm land and farm products adjust to more normal
*^els

Darryl R. Francis

ity and of tapping surplus labor supplies. Despite
these efforts, however, war supply contracts flowed
in ever-increasing volume to the major industrial
centers of the nation. The areas listed by the
War Production Board as major war manufactur
ing centers include 221 counties. These counties in
1939 produced 74 per cent of the total value of man
ufacturing. They received more than 88 per cent
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(in dollar volume) of the large war supply contracts.
This trend toward concentration was even more
characteristic of the district economy. About 90 per
cent of the total volume of major war supply con
tracts were placed in the four major industrial
centers of the district— St. Louis, Louisville, Evans
ville and Memphis. These figures relating to prime
contracts, however, tend to overstate the extent of
war contract concentration because the smaller
centers received a higher proportion of their war
production through subcontracts.
As the volume of war contracts placed in the dis
trict rose during the war period, employment in
creased sharply in every major industrial center.
Most of the increase reflected recruiting for the
large new war plants which had been built in the
district. With the exception of Evansville, which
in the initial stages of the war program had a
difBcult conversion problem, manufacturing employ
ment began to increase about the middle of 1940 in
the major district cities. It rose rather steadily to
the close of 1943, when it was about double that of
1939, then leveled oil for some months and began a
downward trend late in 1944. In Evansville, em
ployment did not begin to increase appreciably until
mid-1942, but it then shot up to an extremely high
level during the next year. Percentagewise, manu
facturing employment in Evansville increased far
more than in any other district city. In St. Louis
the employment peak was reached almost a year
earlier than in other district cities, and St. Louis
employment has exhibited a generally declining

C ASH FA RM
§ (I n thousands
o fd o lla r s )

________ June_______
1945

1944

IN C O M E
Cumulative for 6 months
1945

1944

1943

^ Arkansas..................$ 14,152
g lllin o is ...................... ....88,552
g ln d ia n a .................... .... 51,344
^ K entucky..................... 20,0.86
M is s is s ip p i............. ..... 11,385
^ M issouri....................... 52,403
^Tennessee.....................23,536

$ 14,836
89,839
50,939
19,820
13,857
52,176
22,739

104,699
538,912
295,499
232,698
104,100
295,010
142,671

$ 9 8 ,1 7 8
583,671
318,138
185,657
85,440
309,454
143,189

$101,598
526,811
297,311
157,680
80,615
275,371
124,0,96

T o ta ls .................... 261,458

264,206

1,713,589

1,723,737

1,563,482

gR E C E I P T S A N D

S H IP M E N T S A T
R eceipts
July,
1945

June,
1945

N A T IO N A L
July,
1944

§Catt!e and C alves........... 153,765 136,384 165,939
g H o g s ....................................105,174 147,507 266,064
2,829
3,964
1,205
gH orses and M u les ...........
§S h eep ............................... .. 112,250 172,172 134,304

War Contract Cancellation — War work is now
virtually over. Reconversion Director Snyder has
announced that all military contracts are being ter
minated immediately, except those needed for main
taining the armed forces and for experimental pur
poses. W PB Chairman Krug has stated that war
output in the last four months of this year will total
less than $4 billion as compared with $34.5 billion

W H O L E S A L E P R IC E S IN
} Bureau o f Labor
Statistics
July,
June,
(1 9 2 6 = 1 0 0 )
1945
1945
KA ll C om m odities. .. 105.9
Farm P ro d u cts . .1 2 9 .0
F o o d s .................. .1 0 6 .9
. 99.7

[ Bureau o f L abor
Statistics
(1935-39=10.0)

July 15,
1945

United S tates. . . . .
.

129.4
126.9

106.1
130.4
10.7.5
99.6

THE
July,
1944

117.8
116.6
119.3

STATES

J u ly ,'4 5 co m p .w ith
June,'45
J uly,'44
— 0.2%
— 1.1
— 0.6
+ 0.1

104.1
124.1
105.8
98.5

C O S T O F L IV IN G
June 15, S e p t.1 5 ,
1942
1945
129.0
127.4
132.0

U N IT E D

+
+
+
+

1.7%
3.9
1.0
1.2

July 15,'45 com p, with
June 15/45 Sept. 15,'42
+ 0.3 %
— 0.4

+
+

9 .8 %
8.8

STOCK Y A R D S
Shipments

July,
1945

June,
1945

July,
1944

97,339
37,748
2,429
41,871

90,872
46,409
3,964
94,563

76,898
55,259
1,245
59,560,

T o ta ls ......... .................... 374,018 460,027 567,512 179,387 235,808 192,962 ^
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trend since the close of 1943.
At their wartime peak the major war plants of
the district employed almost 300,000 workers —
about half in ordnance plants, about one-third in
aircraft and shipbuilding establishments, and the
balance in miscellaneous lines. Ordnance plant em
ployment began to decline appreciably after August,
1943 and by May, 1944 was of? about one-third from
the peak. Subsequently, changes in war production
schedules caused district ordnance employment to
rise again, but the rise fell far short of the initial
peak. Aircraft employment reached a maximum at
the close of 1943 and declined gradually after that
date. Employment in district shipyards reached its
highest point in mid-1944. The number of workers
employed in war plants producing miscellaneous
products continued to rise gradually until the end
of the war with Germany.
Worker income rose even more rapidly than em
ployment because of overtime and premium pay,
incentive awards and upgrading. Even when em
ployment began to taper of?, worker income re
mained high because of further upgrading, increased
wages, and somewhat longer hours.

: Bureau o f L abor
Statistics
(1935-39=10,0)
[ U . S . ( 5 1 c i t i e s ) .. .
St. L o u is .............
L it t le R o c k .....
M em phis.............

July 15,
1945
141.7
142.9
141.0
134.3
150.7

COST OF FO O D
J u n e l5 , S e p t.1 5 ,
1942
1945
141.1
144.0
140.3
134.1
149.8

126.6
126.7
129.2
124.2
129.7

July 15,'45 com p, with
June 15,'45 Sept. 15,'42
+ 11.9%

+ 0.4 %
0.8
+ 0.5

++ 12.8
9.1

+ 0.6

+ 16.2

—

+ 0,1

+

8.1

produced in the first eight months of the year. Thus
cutbacks that occurred after V -E Day appear quite
small compared with those now ordered.
Reconversion Problems — The problem of recon
verting the district industrial structure may be
divided into two aspects: (1) physical reconversion
of plant and equipment, (2) adjustment of overexpanded facilities and areas to probable peacetime
demands, and search for new markets and products.
Physical reconversion of district industry is not
expected to be particularly difficult. Various sur
veys have indicated that, aside from the very special
ized ordnance plants and some few of the metal
working establishments, most district plants in war
production were either turning out items quite simi
lar to normal peacetime products or were utilizing
essentially the same production processes as in
peacetime. In other words, their reconversion like
their conversion to war production involves a change
in market rather than in production process.
Associated with the physical reconversion prob
lem is that of materials supply. For the most part
the elimination of war contracts will release sufHcient materials to permit early production of a large
volume of civilian goods. The major exceptions to
this situation seem to be lumber, natural rubber,
textiles, and tin. The extent to which temporary
shortages of certain materials will delay high peace
time output is problematical. The possible delays,
however, should not be minimized, in view of the
bottlenecks in materials and components that de
veloped during the drive for war production.

( I n thousands
o f tons)

COAL
July,'45

Illin o is.................... .. 5,460
Ind iana....................
2,309
I K e n tu ck y.................. 5,259
! O th erd ist. s ta tes..
1,378
T o ta ls .................... 14,406

(K .W .H .
in thous.)
t Evansville.........
Little R o c k . . . .
L ou isville.........

P R O D U C T IO N
June,*45

J u ly,'44

6,079
2,196
5,820
1,454
15,549

5,520
2,239
5,400
1,549
14,70.8

10,528
3,316
18,076
6,642
6,657
10.0,664

10,010
3,384
18,146
6,815
7,558
102,658

7,700
3,141
17,858
6,350
7,148
87,465

T o ta ls ...........
348
145,883
* Selected industrial customers.

148,571

129,662

[ J u ly,'45

July,'45 com p, with
June,'45
July,'44
—

10%

+

5

—

10

—
—

5
7

—

1%

+ 3
— 3

—11
—2

C O N S U M P T IO N O P E L E C T R I C I T Y
N o. of July,
June,
July,
July, 1945
Custom - 1945
1945
1944
com pared with
ers* K .W .H . K .W .H .
K .W .H . June, 1945 July, 1944 j
40
35
82
31
19
141

s
2
-0 —
3
— 12
— 2

+ 37%
+ 6
+ 1
+

—

+

+
—

:

L O A D S I N T E R C H A N G E D F O R 25 R A I L R O A D S
A T ST. L O U IS
First nine days
June,'45 July,'44
A u g .,'45
A u g .,'44
7 m os.'45
7 m os.'44

: 147,534
156,800 161,755
42,140
47,900
1,119,275
1,121,461 f ]
S o u rce : Term inal R ailroad A ssociation o f St. Louis.
tR evised .
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The second aspect of the reconversion problem,
the development of new markets and the adjust
ment of overexpanded wartime production to peace
time demands, is more complicated. According to
a recent study by the War Production Board and
an unpublished study by this bank, the major in
dustrial cities of the district have not had an over
expansion of facilities to the extent of many other
cities throughout the country. Generally speaking,
the industrial activity in district centers has been
fairly well diversified and long-term trends favor
industrial expansion.
The district's prospects of holding wartime gains
and of attracting new industry after the war appear
fairly favorable. Postwar employment surveys which
have been made in leading district cities tend to
confirm this view. In the St. Louis survey, for ex
ample, the employment of more than 700,000 workers
upon full resumption of peacetime activity is indi
cated as compared with a total of 530,000 workers
in 1940. Louisville employed 160,000 people in 1940
and looks for 200,000 after the war. Evansville had
45,000 employed in 1940 and expects 60,000 workers
after reconversion.
Shortrun Employment Outlook — With most war
contracts terminated, employment at major war
plants in the district will decline precipitously over
the next few months. As noted earlier, employment
in these plants reached its peak at about 300,000
workers in December, 1943. By mid-July, 1945 it
had dropped to some 200,000 with employment in
ordnance plants off one-third from the peak, that in

June,
1945

July,
1945
El Dorado, A r k ..
Fort Smith, A r k ..
Helena, A rk ........
Little R ock, A r k ..
Pine B luif, A r k .. .

. $ 10,167
..
23,116
5,003
84,521
14,848
8,354
..
15,524
70,708
16,942
91,445
.
384,769
18,641

$

July,
1944
$

Evansville, I n d ..
Louisville, K y .. .
Ow ensboro, K y ..
Paducah, K y .. . .
Greenville, M iss..
7,306
Cape Girardeau, !
5,311
Hannibal, M o ___
5,184
Jefferson City, M o . . . .
33,963
St. Louis, M o ..
.. 1,030,392
Sedalia, M o .. . .
5,945
35,421
SpringAeld, Mo.
Jackson, T e n n ..
8,849
. 233,10.5

11,337
25,060
3,865
91,717
16,649
11,269
18,064
80,679
18,775
108,618
518,962
21,378
10,357
8,113
5,452
5,319
22,138
1,242,904
6,713
36,067
10,171
290,037

T o ta ls ........................ 2,117,552

2,563,644

2,021,221

9,439
21,947
3,595
67,0.92
13,417
10,601
14,252
78,975
18,204
10.7,725
361,035
17,601
8,069
7,922
4,796
4,821
29,100,
959,123
5,226
31,564
8,260
238,457

July,'45 com p, with
June,'45
J uly,'44
— 10%
— 8
+29
— 8
— 11
— 26
— 14
— 12
— 10
— 16
— 26
— 13
— 22
— 10
— 3
— 3
+ 53
— 17
— 11
— 2
— 13
— 20

+ 8%
+ 5
+39
+26
+ 11
— 21
+ 9
— 10
— 7
— 15
+ 7
+ 6
-0 — 8
+ H
+ 8
+17
+ 7
+14
+12
+ 7
— 2

— 17

+

5

j
!
j
j

aircraft plants of? about one-half, and in shipyards
about two-thirds. Employment in miscellaneous
war plants was not much below the peak.
DEPARTM ENT

STORES
Stocks

Stock
Turnover

N et Sales
July, 1945
com pared with
June,'45 J u ly,'44

7 m os.'45

Jan. 1 to
July 31,
1945 1944 j

July 31/45
comp, with
July 31,'44

Ft. Smith, A rk .. — 5 %
+ 9%
+10%
+
8%
2.44 2.50 j
Little R ock, A rk. — 7
+ 16
+ 16
-j- 4
3 07 2.73 !
Q uincy, 111........ — 12
+16
+13
15
3.38 2.89
.........
Evansville, I n d .. — 11
+13
+14
Louisville, K y .. . — 19
+19
+15
-j- 1
3 .go 2 .99!
St. L ouis A r e a l. — 13
+20
+15
+ 17
2.75 2.54
St. Louis, M o . .. — 13
+21
+15
+ 17
2.75 2.54 j
E. St. Louis, III. — 16
— 3
+ 6
.........
SpringReld, M o .. + 1
+24
+21
+ 13
2.94 2.37 j
Mem phis, T enn .. — 7
+17
+14
+
6
3.07 2.79
*A11 other cities. — 8
+ 3
+ 8
+ 12
2.84 2.59
8th F .R . D ist.. — 12
+18
+14
+ 12
2.91 2.65]
*E1 D orado, Fayetteville, Pine B luff, A r k .; A lton, Harrisburg, Jack
sonville, M t. V ernon, 111.; N ew A lbany, Vincennes, I n d .; Danville,
H opkinsville, MayReld, Paducah, K y . ; Chillicothe, M o .; and Jackson.
Tenn.
U ncludes St. Louis, M o., East St. Louis and Belleville, 111.
T rading d a ys: July, 1945— 25 ; June, 1945— 2 6 ; July, 1944— 25.
Outstanding orders o f reporting stores at the end of July, 1945, were
19 per cent greater than on the corresponding date a year ago.
Percentage o f accounts and notes receivable outstanding July 1, 1945,
collected during July, by cities:

F ort S m ith ........... ^
L ittle R ock . . 30
L o u i s v i l l e .... 37
M emphis . . . . 45
IN D E X E S

OF

62%
61
61
59

Q u in c y ......... 29%
St. L o u i s .. . . 40
Other citie s .. 28
8th F .R . Dist. 39

74%
73
62
67

D E P A R T M E N T STO R E SALES A N D STOCKS
8th Federal Reserve D istrict
June, M ay,
July,
July,
1945
1945
1944
1945

Sales (daily average), U n a d ju sted *................185
Sales (daily average), Seasonally a d ju sted *.250
Stocks, U nadjusted 2 ...............................................118
1 D aily Average 1935-39=100,.
^M onthly A verage 1923-25= 100.
S P E C IA L T Y

198
220
118
123

209
209
114
113

154
208
106
113

STORES
Stock

N et Sales
July 31,'45
*Juiy 3 °,
1945 1944 !

July 31,'44
-3 5 %
-1 9

+43%
+21

+12%
+15

— 8%
— 13

1.73 j
4.98 }

2.22
6.13

collected during J u ly :
M en's Furnishings.................... 62%
B oots and S hoes............................. 53%
T rading d a ys: July, 1945— 2 5 ; June, 1945— 26; July, 1944— 25.
R E T A IL

F U R N IT U R E

STORES

July, 1945
July 31, 1945
^
°f .
com pared with
com pared with
^oiiections
June,'45 J u ly,'44 June 30,'45 July 31,'44 J uly,'45 July,'44 !
St. Louis A r e a l.. —
St. L o u is .............—
Louisville A rea2. —
L ou isv ille ............—
M em p h is............. ....+
L ittle R o c k .............+
Pine B lu ff........... ....—
8 th D ist. Totals3. —

9%
9
17
19
8
6
9
8

+ 9%
+10
+28
+22
+14
+24
+27
+13

+ 3 %
+ 3
-j- 4
+ 4
+ 5
+ 6
*
+ 3

+ 5%
+ 5
+17
+18
+30
+ 3
*
+ 7

33%
33
31
30
26
32
36
32

31% j
30
27
27
24
28
36
30

E ighth D istrict totals.
lln clu d e s St. Louis, M issou ri; East St. Louis, and A lton, Illinois.
^Includes Louisville, K en tu ck y ; and N ew A lbany, Indiana.
31n addition to above cities, includes stores in Blytheville, Fort j
Smith, A rk a n sas; H enderson, H opkinsville, G*wensboro, K en tu ck y;
Colum bus, Greenville, G reenwood, Starkville, M ississippi; Cape Gir
ardeau, Hannibal, SpringAeld, M issou ri; and Evansville, Indiana.
P E R C E N T A G E D IS T R IB U T IO N O F F U R N IT U R E
July,'45
June,*45
Cash S ales.................................................
22%
Credit S ales................................................. 78
T otal S ales............................................... 100

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

22%
78
100

SALES
July,'44
19%
81
10,0

From these figures it is apparent that about onethird of the district's munitions workers have al
ready been released. Until recently, most of those
released have either withdrawn from the labor mar
ket or have been absorbed by nonmunitions lines.
Perhaps 80,000 of the remaining 200,000 will con
tinue employment in their present plants, since
some of these plants have long-established civilian
business. The balance, however, will seek other
employment or leave the labor market. The em
ployment problem will be further complicated by
the prospective more rapid return of servicemen.
Total inductions into the armed services from the
district amounted to about 900,000. Some of these
have already returned to civilian life, but on the
basis of announced Army and Navy plans we may
expect release of some 400,000 additional veterans
within the next twelve months.
During this period worker income will drop
sharply. In addition to loss of income through un
employment, there will be loss of overtime and
premium pay, downgrading of workers in manu
facturing, and shifting to nonmanufacturing lines
which generally pay less than industrial jobs. Some
offset to income loss will result from unemployment
compensation insurance, including payments to
veterans authorized under the G. I. Bill. This is in
addition to the mustering-out pay. Unemployment
compensation claims were already rising sharply as
a result of the post V -E Day cutbacks, and may be
expected to increase very sharply over the next few
months. In the 10 days following August 15 claims
at the St. Louis ofHce totaled 20,000.
The unemployment compensation funds of the
various states have been greatly built up by the
substantial payments made under wartime wage
rates and are adequate to meet all prospective
claims at present benefit scales. In Missouri, for
example, the fund in June, 1945 totaled $153 million,
which would provide payments for more than 500,000
workers receiving maximum benefits ($18 per week)
for the maximum length of time (16 weeks). Other
states are in similar positions.
In this district the employment outlook for the
next few months will be improved appreciably if
construction work picks up quickly. Most of the
public works projects to be paid for from municipal
or state funds, however, are not ready to go and can
hardly be expected to provide any large volume
of employment during the shortrun period when

workers are being laid off at war plants. Conse
quently, opportunities for building employment will
depend mostly upon private construction. The War
Production Board has lifted restrictions and is striv
ing to make construction materials available to pri
vate industry in order that private building may be
able to get under way rapidly.
AGRICULTURE

General Conditions — Over-all crop production
prospects for the United States improved materially
during July, and the continuation of favorable
weather into the fall of 1945 would mean another
year of unusually heavy agricultural output.
Probably the most favorable development during
the past month was the improved outlook for corn.
While the August 1 estimate of 2,844 million bushels
was 344 million bushels less than the record crop of
1944, it was 160 million bushels larger than the July
1 indication. From the total feed supply standpoint,
however, part of the reduced production of corn
will be offset by a 380 million bushel increase in
oats production.
The record production of 1,146 million bushels of
wheat is another favorable factor in the feed situa
tion. There is as yet no program to make wheat
available for feed, but in the event of need prospec
tive supplies of wheat should make such a program
possible. Hay production will exceed by 6 million
tons the 84 million ton production of 1944.
The cotton crop for the nation as a whole is
currently estimated at 10.1 million bales, or 2.1
million bales less than in 1944. The July 1 estimate
of 1945 rice production of 74.8 million bushels com
pares with 1944 output of 70.2 million bushels.
Tobacco production of all types this year is ex
pected to total 1,934 million pounds, or only slightly
under the record 1944 output of 1,950 million pounds.
The present outlook for crop production in the
Eighth District this year is very much brighter than
it was 60 to 90 days ago. Nevertheless the 1945
production promises to be substantially below that
of 1944. The district apparently has suffered more
from unfavorable weather than any other area in
the United States. The corn crop is noticeably short
in much of Missouri, southern Illinois and Indiana,
and parts of Arkansas. In large areas in the Delta
region the unusually wet and cool weather early
this year reduced cotton and other acreage. Scat
tered sections in the Delta report that 1945 crops
will be only half as large as last year.
For the district proper the important basic crops
of cotton, corn and tobacco will all be smaller in
1945 than in 1944. The August 1 cotton estimate

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

S tocks
^Data furnished b y Bureau o f Census,
TT C
,L
; r'
*
U . S. Dept, o f Comm erce*

com pared with
June,'45 J u ly,'44

Automotive S upplies................................. — 3 %
Drugs and C hem icals............................... +
1
Dry G o o d s................................................... —
4
Electrical Supplies......................................— 12
Furniture.......................................................— 31
Groceries....................................................... —
6
hardware..................................................... +
1
Plumbing Supplies................................... + 1 2
Tobacco and its P ro d u cts .........................— 10
Miscellaneous...............................................— 10
Total all lines**.......................................... —
6
^Preliminary.
^**Includes certain lines not listed above.

+13%
+
3
— 17
+ 11
— 2
+
5
—
1
+50
—
5
— 8
—
5

— 32
+41
— 23

+ 1
11*9
— 9
— 16

B U I L D I N G P E R M IT S
N ew Construction
j(Cost in
I thousands)

N um ber
1945 1944

Evansville........... 34
kittle R o c k ......... 44
auisville............. 67
Memphis............. 412
St. L o u is ............. 150
tTuIy T o ta ls......... 707
June T o ta ls......... 60.9

17
39
48
381
87
572
373

Cost
1945
1944
$

43
66
270
807
518

$

1,704
1,272

V A L U E C O N S T R U C T IO N
j(In thousands
j o f dollars)
July,'45
June,'45
Total 8th D ist.. . $ 19,876

$ 12,269

July 31, 1945
com pared with
July 31, 1944

Repairs, etc.
N um ber
1945 1944

19194
7
105
145
178
454
650

110
196
46
183
243
862
860

231
49
84
201
675
859

Cost
1945 1944
$117
49
18
97
412

$ 28
53
55
57
123

693
735

316
381

CONTRACTS LET
J u ly '45 com p, with
J uly,'44
June,'45
J uly,'44
$ 9,457

+62%

+110%

C H A N G E S IN P R IN C IP A L A SS E T S A N D L IA B IL IT IE S
F E D E R A L R E S E R V E B A N K O F ST. L O U IS
Change from
A u g. 15,
July 18,
A u g . 16,
k in thousands o f dollars)
1945
1945
1944
8,650 +
J. S. securities.................................................1,012,443 —
Total earning assets.................... ...............1,021,093
Total

d e p o s it s ................................................

643,435

5,020
9,602

+
3,130
+ 367,565

4,582

+37 0 ,6 9 5

+ "20.,707
+ 24,595
+ 16,955

+ 102,144
+ 116,261
+ 177,753

—

50

—

48

P R I N C I P A L R E S O U R C E A N D L I A B I L I T Y IT E M S
O F R E P O R T IN G M E M B E R B A N K S
^In thousands of dollars)

A u g. 15,
1945

$1,980,814
* 242,119
8,416
t
53,200,
67,470
2,449
88,579
Dther loans..........................................................
462,233
T otal loans.....................................................
58,825
treasury b ills.....................................................
263,407
332,724
730,896
S. B on d s.....................................................
641
Obligations guaranteed by U . S. G ovt..
132,0.88
1,518,581
121,209
. 1,087,265
319,106
335,027
. 592,391
8,60.0

July 18,
1945
+
+
+

+
+
+
+
+
+
+
+
+

17,469
761
983
5,499
1,502
716
363
5,298
714
4,280
13,833
6,103
139
6,258
22,767
3,263
58,549
6,494
40,289
4,535
7,000

A u g. 16,
1944
+ 27 3 ,5 9 5
+ 21,855
+
2,212
+ 20,180
+
2,880
+
1,272
+ 12,296
+ 60,695
— 7,648
— 78,913
+ 107,216
+ 191,361
— 21,338
+ 22,222
+ 21 2 ,9 0 0
+
3,793
+ 147,105
+ 68,856
+ 26,001
+ 71,612
+
3,100

**Other than interbank and Government deposits, less cash items on
!iand or in process o f collection.
A bove figures are for selected member banks in St. Louis, Louisville,
Memphis, Little R ock and Evansville.

was 3.1 million bales or 600,000 bales less than was
produced in 1944. The district corn crop is estimated
at 332 million bushels or 35 million bushels less than
last year. Total tobacco production is expected to
be 352 million pounds as compared with 384 nlillion
pounds in 1944.
Certain major district crops will be produced in
greater volume this year than last, but will not off
set the income decline due to less corn, cotton and
tobacco. The winter wheat harvest totals 52 million
bushels as compared with 48 million bushels in 1944.
Oat production is 64 million bushels or 10 million
bushels more than last year. The tame hay crop is
indicated at 9.1 million tons in contrast to 7.7 million
tons in 1944. The district rice crop is in excellent
condition and, although about two weeks late,
promises to be larger than in 1944.
Reconversion in Agriculture — Both the volume
and character of agricultural production have under
gone tremendous changes during the war period.
Total crop production was raised approximately
one-fourth above the 1935-1939 average while food
output increased by about one-third. Less emphasis
was placed upon the production of some crops such
as cotton, tobacco, and certain truck crops, and more
emphasis upon others, particularly oil-bearing and
feed crops.

Despite the tremendous increase in farm output,
the supply of many food products has not been
sufficient to satisfy demand in the war years. With
the end of war, however, we are faced with the
question of whether demand will be sufficient to
take at reasonable prices the product of a much
more intensively-used agricultural plant, and if not,
what adjustments will be necessary and when the
need for them will appear.
Agricultural leaders have been aware of the possi
bility that in the period following the war a farm
production geared to a wartime economy might
exceed the demands of the nation in peace. In order
to protect farmers who had responded to Govern
ment requests for increased production, Congress on
October 2, 1942 approved a comprehensive farm
price support program to run for two years from
the January 1 following the date on which the
President or the Congress proclaims hostilities to
have ended. The act directed the Secretary of
Agriculture to support prices for the basic agricul
tural commodities (corn, cotton, wheat, rice, tobacco,
and peanuts for nuts) and for all other commodities
for which substantial increases in production had
been requested (including soy beans, flax seed, pea
nuts for oil, potatoes, sweet potatoes, hogs, pigs,
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chickens, turkeys, milk and butter fat). Support
prices are to be not less than 90 per cent of parity,
except for seed crops which are to be supported at
85 per cent of parity and cotton at 92.5 per cent.
The commodities specifically covered by the sup
port program account for some 65 per cent of the
total cash farm income. Fruit, vegetables, beef
cattle and veal calves, sheep and lambs, and wool
are not included in the list of commodities to come
under the price support program. Congress, how
ever, has directed that insofar as possible these
other commodities also shall be supported at a fair
parity relationship.
The proposed program as outlined above is the
most comprehensive and difficult price support pro
gram ever undertaken. The prices of some com
modities, such as cotton, wheat, and wool, have
been held up by support programs throughout the
war period. The majority of other commodities,
however, have risen to prices well above the pro
posed support levels.
It would appear that for the next six to nine
months agriculture should be affected less by re
conversion than most other industries. The supply
of farm commodities for that period is already
reasonably well established, and present demand is
sufficiently in excess of prospective supplies that
even with some unemployment little pressure seems
likely to develop on most farm prices.
The longer run view, however, poses many un
certainties. The degree of adjustment ultimately
necessary in agriculture will depend primarily upon
domestic purchasing power and exports. There is
some prospect for an increased volume of farm ex
ports over prewar levels, but the predominant factor
will be the level of domestic consumer income. If
the nation can attain relatively full employment at
reasonable wages, we can expect an outlet for a
larger volume of farm products than prior to the
war. On the other hand, if the nation is plagued
with widespread unemployment and low consumer
income, the adjustments in store for agriculture
will be magnified.

NEW MEMBER BANKS

Since the last issue of this Review, the
Lawrenceville National Bank and Trust Com
pany, Lawrenceville, Illinois, and the State
Bank of Slater, Slater, Missouri, have become
members of the Federal Reserve System.
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Industrial activity declined further in July and the
early part of August and was sharply curtailed in
the latter part of the month as munitions cutbacks
were greatly accelerated. Retail trade was main
tained in July and early August at a high level for
this season of the year.
Industrial production — Industrial production in
July, the last full month of high level production for
war, was 212 per cent of the 1935-39 average, accord
ing to the Board's seasonally adjusted index, as
compared with 220 in June. Following the surrender
of Japan most munitions contracts were cancelled,
and as a result it is expected that munitions output
and industrial production will show much larger
declines in August.
Production of aircraft declined about 20 per cent
in July and operations at shipyards and in other
munitions industries were reduced considerably from
the June rate. Steel production in July and the
early part of August was about 5 per cent below
the June level. In the week following Japan's sur
render activity at steel mills decreased sharply to a
rate of 70 per cent of capacity. Production of nonferrous metals continued to decline in July, while
output of lumber and stone, clay, and glass products
was maintained.
Production of most nondurable goods declined
somewhat in July, but, as a group, output of these
products was slightly above a year ago. Cotton
consumption was 14 per cent below the preceding
month and was 11 per cent below last July. Activity
in the meatpacking, canning, and baking industries,
after allowance for seasonal changes, was down
somewhat from June. Production of alcoholic bever
ages rose sharply as distilleries were released from
industrial alcohol production. Activity in chemical,
rubber, and other nondurable goods industries de
clined slightly.
Coal production declined about 5 per cent in July
and the first part of August from the June rate,
while output of crude petroleum continued to in
crease and was in record volume.
Contracts awarded for private construction con
tinued to rise sharply in July and were more than
three times the low level prevailing last summer,
according to F. W. Dodge Corporation data. Con
tracts for privately-owned nonresidential building
showed the largest increase. On August 21, all re
strictions over the construction of industrial plants
were removed.
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Distribution — Department store sales declined
much less than is usual from June to July, and the
Board's seasonally adjusted index rose from 201 to
218 per cent of the 1935-39 average. Sales in July
were 15 per cent larger than in the corresponding
period last year. During the first two weeks of
August sales were about 20 per cent larger than a
year ago.
Carloadings of most classes of railroad freight de
clined somewhat in July and the early part of August
and were below the volume shipped during the same
period last year. Shipments of 1. c. 1. merchandise,
however, were at about the same rate as prevailed
during the same period last year.
Commodity prices —Wholesale commodity prices
generally showed little change from the early part
of July to the early part of August. Following the
announcement of peace negotiations prices of cotton
and grains declined somewhat—especially contracts
for delivery next year—while prices of most other
basic commodities continued unchanged.
Retail prices advanced somewhat further in July.
Food prices rose 2 per cent and retail prices of
clothing, housefurnishings, and miscellaneous items
continued to show slight advances.
Agriculture — Crop prospects improved during
July and, according to indications on August 1, total
output this year will be only slightly smaller than
the record volumes of 1942 and 1944. Of the major
crops only production of cotton, corn, and apples is
expected to be less than a year ago. Marketings this
summer of most livestock products except hogs have
been about as large as, or larger than, the high levels
of recent summers.
Bank credit- —Loans and investments at reporting
banks in 101 leading cities declined by 1.2 billion
dollars between the close of the Seventh War Loan
and mid-August. Reflecting repayments on ad
vances made during the drive, loans for purchasing
or carrying Government securities declined by a
billion dollars. Loans both to brokers and dealers
and to other bank customers decreased by approxi
mately 500 million dollars each, compared to drive
and immediate pre-drive increases of 1.1 billion and
1.8 billion dollars respectively. While bank holdings
of Treasury bonds continued their steady week-toweek increase, holdings of bills and certificates,
which had increased during the drive, began to de
cline again in late July and August. On balance,
the total portfolio of Government securities declined
by 350 million dollars.

