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Eighth District member banks’ net profits were
less in 1951 than in 1950, despite the fact that
gross earnings were at an all-time peak. Expenses
too reached a new high, but did not rise propor-
tionately as much as income. While the banks had
more net current earnings (and other incoming
funds) to work with than ever before, a larger
share went for losses and charge-offs, nearly as
much went to reserves for future losses, and a
much bigger slice went for income taxes. Thus
the amount available for dividends and additions
to capital (net profit after taxes) declined sharply
in 1951 and, because dividends were increased
slightly in dollar amount, the smallest remainder
in years was added to capital accounts.

Over the years the pattern of distribution of net
earnings and other incoming funds has changed.
Relative to earnings, losses and charge-offs have
fluctuated, dividends have remained fairly steady,
income taxes have risen and district member banks
have retained less.

The 1952 Survey of Deposit Ownership showed
an increase in total volume of deposits with areas
outside metropolitan centers claiming the bulk of
the increase. Distribution of the increase among
owner groups was different than in the preceding
Survey year and in 1952 favored noncorporate
businesses, farmers and individuals.

The relatively greater growth in these favored
groups reflects primarily the increased rate of con-
sumer saving in 1951 and to some extent, prepara-
tion for heavier tax payments.



Eighth District member banks’ net profits were
less in 1951 than in 1950, . . .

Net profits of Eighth District member banks in
1951 totaled $29 million, $2 million less than in
1950. This decline in net profits occurred despite
the fact that gross earnings (and other incoming
funds) reached an all-time high in 1951. After all
obligations had been met, the amount available jo
strengthen capital accounts was the smallest in all
but one of the past seven years. Between this year’s
high earnings (before taxes) and low level of capital
account additions lay the biggest income tax bill
ever paid.

. « . despite the fact that gross earnings were al
an all-time peak.

In 1951, earnings of Fighth District member
banks climbed to an all-time high of $137 million,
about 10 per cent above the 1950 earnings of $125
million. Two factors caused this rise: (1) an in-
crease in earning assets with most of the increase
being in loans and, (2) a slight increase in the
average rate of return on loans.

Total assets in 1951 reached the largest volume
in district banking history, $5.5 billion. The expan-
sion over 1950 was $317 million. Of this amount,
$104 million reflected a growth in loans. ILoans
equaled 27.8 per cent of total assets in 1951, as com-
pared with 27.0 per cent in 1950. District member
banks earned a somewhat higher average rate of re-
turn on loans in 1951 than in 1950, 5.6 per cent in-
stead of 5.5 per cent. Enlarged loan volume and
higher rate of return raised earnings on loans from
53.4 per cent of total earnings to 56.0 per cent.!

A part of the expansion in bank assets ($87 mil-
lion) took the form of investments in United States
Government securities. Emphasis on loan expan-
sion reduced the proportion of total assets invested
in Government securities from 41.5 per cent in 1950
to 38.8 per cent in 1951. Income from Government
securities accounted for only 27.4 per cent of total
income in 1951, a 2 percentage point drop from 1950.

Early in 1951 the Federal Reserve System in-
creased reserve requirements of member banks 2 per
cent on net demand deposits and 1 per cent on time
deposits. This increase made it necessary for district
member banks to carry an additional $80 million in
reserves, and the percentage of cash assets to total
assets rose from 23.5 to 254 during the year.

1Ratios used in this article are from the annual study of operating
ratios made by this Bank. In computing the ratios, averages were taken
of asset and lability items in the December 30, 1950, June 30, 1951, and
October 10, 1951 reports of condition. Farnings and expense items
were for the calendar year 1951, Ratios are arithmetic averages of
individual ratios of 492 member banks. Ratios: computed in this way
differ in some instances from ratios computed from aggregate dollar

amounts. Copies of the operating ratio report may be obtained from the
Research Department of the Federal Reserve Bank of St. Louis.
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Expenses too reached a new high, but did not rise
proportionately as much as income.

The cost of doing business also rose to a new
high in 1951 with total operating expenses amount-
ing to $81 million, about $7 million more than in
1950. As a percentage of total incoming funds, how-
ever, expenses were smaller than in 1950, or to put
it another way, the percentage increase in expenses
was smaller than the percentage increase in gross
earnings. Higher salary costs were mainly respon-
sible for the higher expenses and required 31.2 per
cent of total earnings in 1951 as compared with
30.2 per cent in 1950. Interest on time deposits
dropped from 7.3 per cent of total earnings in 1950
to 7.1 per cent. These percentage figures are, of
course, ratios of interest paid on time deposits to
total earnings in each year. During 1951 the rate of
interest paid on time deposits was increased at a
number of banks and time deposit volume moved
up as well so that on both counts the outlay by dis-
trict banks for interest on time deposits increased.
However, the more rapid increase in total earnings
resulted in a slight decline in the percentage cost
of time deposit interest paid. All other expenses, as
a group, continued to claim about the same propor-
tion of total earnings as in 1950.

While the banks had more net current earnings
(and other incoming funds) to work with than
ever before, . . .

Since the rise in expenses in 1951 was at a lesser
rate than the increase in earnings, district member
banks enjoyed the highest net current earnings of
all time, $56.1 million. By way of comparison these
banks had net current earnings in 1950 of $50.2
million.

Table I presents a fairly complete picture of the
funds at the disposal of bank management and the
use made of these funds. The more conventional
approach omits, except as memoranda, the disposi-
tion of some current losses (charged to reserves
previously set up) and accounting for some cur-
rent recoveries (credited to established reserve
accounts). In other words, the more conventional
presentation fails to show in balancing form all in-
coming funds and all dispositions. In point of fact,
both net current earnings and previously estab-
lished reserve accounts are factors in the determina-
tion of the use of funds and both should be included
in any accounting of sources and uses of bank funds.

Items 3 through 8 of Table I show the sources
and total amount of incoming funds that banks had
to work with each year in the period 1948 through
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1951. In addition to net current earnings, district
member banks in 1951 had recoveries (on losses
previously charged off) and profits on securities
of $3.6 million. They also had reserves of $825,000
which were no longer needed and were, therefore,
transferred to income. The banks also called into
use during the year $2.3 million from established
reserves and returned $540,000 in recoveries to these
reserves. Total funds that district member banks
had to work with in 1951 amounted to $63.3 million,
well above the $56.8 million available in 1950,

. .+ . a larger share went for losses and
charge-offs, . . .

Losses on loans and securities are charged
against income, or against previously established
reserves for losses on loans and securities. As
shown in Table I, district member banks in 1951
had losses and charge-offs against income of $8.7
million, as compared with $5.1 million in 1950. In
1951 these losses and charge-offs amounted to 14
per cent of the total amount that banks had to
work with, whereas in 1950 they were only 9 per

TABLE 1
BANK MANAGEMENT OF NET CURRENT EARNINGS PLUS

OTHER INCOMING FUNDS AND PREVIOUSLY
SET-ASIDE RESERVES *

(Eighth District Member Banks)

(Thousands of Dollars) 1948 1949 1950 1951
Sources of Incoming Funds

1. FEarnings $106,703 $113,500 $124,528 $137,126
2. Less Expenses ... 66,041 69,109 74,339 81,052
3. Net Current Earnings........... 40,662 44,391 50,189 56,074
4. Recoveries and Profits

Credited to Income............ 5,992 5,160 4,374 3,601
5. Recoveries Credited to

RESEIVeS .iviveenniiiiniiiinnnnan 296 632 556 540

6. Transfers from Reserves to

Income (Release of re-

serves previously set aside

to cover possible losses).... 1,442 1,200 678 825
7. Portion of Reserves Called

into Use during Year (Net

reduction in previously set-

aside reserves: line 10

minus line 5).ccrierncenniene 2,433 1,217 979 2,271

8. Total Incoming Funds......... $ 50,825 $ 52,600 $ 56,776 $ 63,311

Uses of Funds
9. Losses and Charge-offs Made

against Income ... cevennnn$ 5,699 $ 6,010 $ 5,103 $ 8,733
10. TLosses Charged to Reserves. 2,729 1,849 1,535 2,811
11. Additions to Reserves from

INCOME  wovvermrrrrcesseriisinsessneass 9,993 6,755 5,484 5,202
12, Additions to Capital

17,256 19,658 16,816
13. Dividends 10,703 11,275 11,850
14. Taxes on Net Income......... 8,472 10,027 13,721 17,899

Total Uses of Funds.......... $ 50,825 $ 52,600 $ 56,776 $ 63,311

Accounts ...

* Includes only reserves for bad debt losses on loans, and valuation
reserves on loans and securities.
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cent. In 1948 and 1949 they were 11 per cent and
12 per cent respectively.

District member banks in 1951 also charged $2.8
million to reserves previously set aside for losses
on loans and securities. Proportionately, charges
made directly to reserves have been small in the
four-year period ranging from 2 per cent to 5 per
cent of incoming funds.

. « . nearly as much went to reserves for
future losses, . . .

Federal tax law allows certain tax benefits to
banks for reserves set up to take care of bad debt
losses on loans based upon an average loss ex-
perience of previous years. Following clarification
of the law in 1947 banks began setting up such
reserves in 1948, In Table I reserves for bad debt
losses on loans are combined with other valuation
reserves on loans and securities. The largest total
transferred to reserves for losses on loans and
securities by district member banks was just under
$10 million in 1948. In the three following years
the totals transferred to these reserves were $6.7
million, $5.5 million and $5.2 million in that order.
When calculated as a percentage of total incoming
funds, the amount transferred in 1948 was 20 per
cent. Since then the proportion has dropped to 13
per cent in 1949, 10 per cent in 1950 and 8 per
cent in 1951,

. . and a much bigger slice went for
income taxes.

Any accounting of bank earnings and expenses
will quickly emphasize income taxes. District mem-
ber banks in 1951 paid the largest income taxes in
history—$17.9 million, a larger amount than was
added to capital accounts. The amount of income
taxes paid in 1951 was substantially above the $13.7
million paid in 1950, and was more than double the
$8.5 million paid in 1948. In the three years 1948-51,
shown in Table I, income taxes rose $9.4 million
although the total amount of funds that district
member banks had to work with expanded only
$12.5 million. Of the increase in earnings and in-
coming funds over the period, 75 per cent went for
income taxes.

Thus the amount available for dividends and ad-
ditions to capital (net profit after taxes) de-
clined sharply in 1951 and, because dividends
were increased slightly in dollar amount, . . .

Holders of stock of district member banks re-
ceived $11.8 million in dividends in 1951, a slight
increase over 1950. Compared with 1948, dividends
in 1951 were up $1.5 million although the amount
of incoming funds increased, as noted, $12.5 million.
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The dividend rate in 1951 was 3.1 per cent of total
capital accounts. In the period 1939-51, the rate
has ranged from 2.9 per cent to 3.2 per cent.

. « « the smallest remainder in years was added
to capital accounts.

Deposits increased during the war and postwar
years at a much faster rate than banks added to
capital accounts. The ratio of capital accounts to
total deposits, one factor in measuring the adequacy
of bank capital, declined from 15.5 per cent in 1939
to a low of 6.0 per cent in 1946, By the close of 1951
district member banks had strengthened their
capital account-total deposit ratio to 8.0 per cent
despite an increase in deposits. The dollar total
transferred by district member banks to capital
accounts in 1951 was $16.8 million. This, however,
was the smallest amount to be transferred to capital
accounts since 1944 with the exception of 1948 when
substantial reserves for bad debt losses on loans
were established.

Over the years the pattern of distribution of
net earnings and other incoming funds has
changed.

Table 11 shows in percentage form how district
member banks distributed total incoming funds.
The thirteen years covered in the table fall roughly
into three periods. In the early period from 1939
through 1943, income taxes were not reported
separately but were combined with other taxes as
an expense item. The proportions shown in Table
II for this period are estimates. In the middle
period (1944 through 1947) income taxes became
a more important factor and absorbed an increasing
part of total incoming funds. In the last period
(1948 through 1951) another factor changed the
pattern of distribution: the banks set up substantial
reserves for bad debt losses on loans.

Relative to earnings, losses and charge-offs
have fluctuated, . . .

In the pre-war years of 1939 and 1940 losses

and charge-offs were heavy as a portion of total
net current earnings and other incoming funds of
district member banks. The percentage allocated
to losses and charge-offs declined steadily until by
1943 it was at the lowest point in the early period,
23 per cent of total funds. During the middle
period (1944-1948), losses and charge-offs required
between 17 per cent and 20 per cent of funds.

In the last period the percentage figure increased,
ranging from 21 to 36 per cent. In this period,
however, the percentage figure includes with the
losses and charge-offs, the losses charged to re-
serves and the funds used to build up these reserve
accounts. The combined percentage figure is
heavily influenced each year by the additions to
reserves and is not strictly comparable with the
percentage figures on losses and charge-offs used
in the two preceding periods. Excluding the per-
centage representing the addition to reserves, the
share of incoming funds set aside to meet losses
and charge-offs was below that of the earlier
periods.

. « . dividends have remained fairly steady, . . .

The proportion of total incoming funds that
went to pay dividends has remained fairly steady
although the dollar amount has risen due to the
expansion of capital accounts. Fluctuations in the
percentage of funds distributed as dividends range
from a low of 18 per cent to a high of 26 per cent.
In the eatrly period from 23 per cent to 26 per cent
of funds went for dividends. In the middle period
the level was somewhat lower ranging from 18 per
cent to 23 per cent. In the last period the percent-
age was fairly steady at 19 per cent and 20 per cent.

. . . income taxes have risen and district
member banks have retained less.

Income taxes have risen almost steadily. In
1943 and 1947 the proportion of funds paid out as

TABLE II
BANK USE OF FUNDS
Percentage Distribution of Total Incoming Funds

(Eighth District Member Banks)

'39 *40 41 42 ’43 ‘44 ’43 46 ‘47 ’48 ’49 ’50 51
1. Yosses and Charge-offs Made
Against Income 43% 44% 31% 31% 23% 17% 18% 18% 20% 11% 12% 9% 14%
2. TLosses Charged to Reserves.......u. 5 3 2 4
3. Additions to Reserves From Income.. ... 20 13 10 8
4. Additions to Capital Accounts......... 26 20 30 28 38 46 44 43 38 27 33 35 27
5. Dividends 23 25 25 26 24 23 20 18 21 20 20 20 19
6. Taxes On Net Income *.....in 8 11 14 15 15 14 18 21 21 17 19 24 28
100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
* Estimates for years 1939-1943—Federal Reserve Bank of St. Louis.
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income taxes showed no change from the preceding
years’ levels and in 1944 and 1948 the percentages
decreased. With these exceptions, the percentage
of earnings and other incoming funds paid out for
income taxes increased from 8 per cent in 1939 to an
all-time high of 28 per cent in 1951.

TLarger losses and charge-offs, more dividends
or greater income taxes make themselves felt in
the amount of funds remaining with which to
strengthen capital structures. Over the years, how-
ever, the amount of net earnings and other in-

coming funds put back into the business has
averaged one-third, with the annual percentages
varying from 20 to 46 per cent. After a peak of
46 per cent in 1944, the percentage declined irregu-
larly to 27 per cent in 1951. Broadly speaking, as
the percentage of funds paid out as income taxes
increased from 1944 through 1951, the percentage
added to capital has declined.

E. Francis DeVos
Catherine Passiglia

The 1952 Deposit Ownership Survey

The 1952 Survey of Deposit Ownership . . .

Once each year the Federal Reserve System with
the cooperation of member and nonmember banks
conducts a survey of deposit ownership. The 1952
Survey, as usual, reports on the volume of individ-
ual, partnership and corporation demand deposits
as of the close of the preceding year. Time deposits
are not covered by the Survey, nor are demand
deposits standing to the credit of the United States
Government, states, political subdivisions of states,
or banks. Deposits covered by the Survey ac-
counted for well over half of total deposits and for
three-fourths of all demand deposits at the beginning
of 1951. Also, as usual, the 1952 Survey shows the
pattern of ownership, as of January 31, of the de-
mand deposits of individuals, partnerships and cor-
porations. These patterns of ownership show the
demand deposit holdings of eleven economic groups,
the first six of which are further divided into cor-
porate and noncorporate segments.

Survey results throw additional light on the
character and trend of deposits, an important ques-
tion for banks in the management of their assets
and for those interested in the flow of funds and
business conditions in the economy.!

Analysis of Survey results in this article will be
restricted to movement of funds, changes in owner-
ship patterns, and the probable influence of major
business developments during 1951 on changes in
the volume of demand deposits held in certain
areas. Fuller treatment of changes in ownership
of funds, a “Sources and Uses of Funds” analysis
similar to the report on the 1951 Survey published

1‘The character and trend of a bank’s deposits are probably the
most important determinant of liquidity requirements. A thorough
analysis of the bank’s deposits should be undertaken annually in order
to determine, as far as possible, their relative stability . . ."” Commercial
Bank Investment Policy, Bank Management Commission Publication
No. 126, American Bankers Association, New York, 1951, p. 10.

in this Review in April 1951, will follow in a suc-
ceeding issue.

. . . showed an increase in total volume of
deposits . . .

The first important measurement established by
the Survey was the total of demand deposits of in-
dividuals, partnerships and corporations at all banks
in the Eighth District as of December 31, 1951.
This total was nearly $5 billion, an increase of $300
million, nearly 7 per cent, over that of a year
earlier.? The growth in 1951 was approximately the
same as the increase in these deposits in 1950.

The similarity between the two years in terms
of deposit growth is noteworthy in view of the dif-
ference in the degree of inflationary pressure on
prices in the two periods. An analysis of the rela-
tion between changes in the money supply and
prices should consider not only changes in aggre-
gate money volume, but changes in where and by
whom it is held and for what purposes. The 1952
Survey sheds some light directly or by inference
on these questions.

. « . with areas outside metropolitan centers
claiming the hulk of the increase.

In terms of geographic distribution of the 1951
changes in deposit-money volumes, each of the
deposit survey areas (see map), reported more de-
posits on December 30, 1951, than a year earlier.
But the growth during 1951 was more pronounced,
in abseolute amounts and percentagewise, outside
the metropolitan centers. The largest per cent
growth occurred in Area XIII, southern Indiana

2 Table I, showing demand deposits of individuals, partnerships and
corporations for all banks in the FEighth Federal Reserve District by
areas, is based on deposit volumes at the close of each year. Table II,
showing these deposits in terms of ownership, uses a different time:
January 31 of each year. In this district individual and business
deposits customarily decline in the month of January but, of course, not
always by the same amount. Thus comparisons on a year-to-year basis
as of January 31 will be somewhat different from those on a December
31 basis. The differences, however, are small.
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MOVEMENTS IN 195l

DEMAND DEPOSITS OF INDIVIDUALS,
PARTNERSHIPS AND GCORPORATIONS.

jr*n N ALL BANKS IN EIGHTH FEDERAL RESERVE
4 DISTRICT.

- B | BY AREAS

Y 71 ;& - ] :

+5 |

“ TN

XII
XIII

ROMAN NUMERALS INDICATE
AREA. ARABIC NUMERALS
SHOW PER CENT CHANGE
FROM DECEMBER 1950
TO DECEMBER 195I

p:

TABLE 1

DEMAND DEPOSITS OF INDIVIDUALS, PARTNERSHIPS AND CORPORATIONS
ALL BANKS IN EIGHTH FEDERAL RESERVE DISTRICT BY AREAS

(Dollar Amounts in Millions)
St. Louis
Louisville .ot e
Memphis ... .
Little ROCK ..o.o.ccvenieeriienenniiresennas

FEvansville

North Missouri..
Ozark ..o
South Arkansas....eceevrieeeiesviercsnnnissneees
Delta
Fast Mississippi-Tennessee
Kentucky-Indiana

Total-——Rural Areas..
Total—District ..cveenen.
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Dec. 31, Dec. 31, Dec. 31, Dec. 30, Dec. 30, Change from 1950-51
1941 1945 1949 1950 1951 Amount Per Cent
§ 358.2 $ 891.2 $1,181.4 $1,324.6 $1,397.0 S+ 72.4 + 5%
137.4 271.0 311.6 351.9 382.3 + 30.4 +9
89.4 194.0 264.8 295.6 298.2 + 26 + 1
30.5 74.6 88.0 95.7 102.9 + 7.2 + 8
29.9 75.6 92.3 95.8 100.3 + 45 + 5
§845.4 $1,506.4 $1,938.1 $2,163.6 $2,280.7 $F117.1 ¥ 5%
§ 124.5 $ 3715 $ 4248 $ 434.2 $ 475.1 $+ 40.9 + 99
36.6 106.0 113.4 114.6 126.8 + 122 +11
92.6 291.0 319.5 340.2 362.3 + 221 +6
58.3 225.3 223.0 235.4 257.9 + 225 +10
67.5 224.6 2333 246.0 253.6 + 76 +3
132.5 344.2 415.2 437.9 419.4 + 11.5 + 3
37.9 150.8 140.9 140.6 154.0 + 13.4 +10
118.0 427.5 454.2 445.4 500.9 + 55.5 +12
§ 667.9 $2,140.9 $2,324.3 $2,3943  , $2,580.0 $+185.7 + 8%
$1,513.3 $3,647.3 $4,262.4 $4,557.9 $4,860.7 $+302.8 + 7%



and western Kentucky, while the smallest gain (one
per cent) was in Memphis. As a group the five
metropolitan areas (I through V on the map) in-
creased deposits 5 per cent with the gains by area
ranging from one to 9 per cent. In contrast, the
eight rural areas (VI through XIII on the map)
increased deposits 8 per cent, with the gains rang-
ing from 3 to 12 per cent.

Geographic distribution of the growth in deposits
within the district in 1951 was different from that of
the preceding year when banks in the metropolitan
areas held better than three-fourths of the overall
increase. At the close of 1951, rural area banks
claimed better than 60 per cent of the year’s gain.

Deposit growth by areas to some degree con-
formed to the expansion in United States Govern-
ment expenditures in those areas, particularly where
the expenditures were taking the form of new
plants, new equipment or facilities. The increase in
private industrial capacity, in most cases related to
the defense effort, likewise appeared to contribute
to deposit growth. For example, business was boom-
ing in 1951 all along the Ohio River, reflecting not
only enlarged and reactivated Government depots,
plants, camps and posts, but the creation of new
chemical, electrical, steel and atomic facilities. At
the same time deposit growth during 1951 was
greatest in the rural areas encompassing the Ohio
(Areas XIII and VII with 12 and 11 per cent in-
creases respectively, compared with an average of 8
per cent). And Louisville (Area IT) with consider-
able expansion in Government depots, plants and
arsenals showed the highest percentage increase
among the metropolitan areas.

Of some importance too in the geographic shift
in deposits and especially significant in the rela-
tively better growth in deposit volumes in Areas
VII and XIII, were improved tobacco crop earn-

ings of farmers. In contrast, the areas where cotton
is important, the Delta (Area XI) and South Ar-
kansas (Area X) registered the smallest deposit
gains among the rural sections. While the cotton
crop was larger, and yielded higher gross incomes,
increased costs cut into these gross incomes and
reduced the net gain.

The greater growth of funds in the non-metropol-
itan areas reflected in large measure differences in
amount of increase among different types of owners
during the 1952 Survey year.

Distribution of the increase among owner groups
was different than in the preceding Survey year
and in 1952 favored noncorporate businesses,
farmers and individuals.

It should be noted that the proportions of total
deposits held by each of the major groups of owners
changed little in 1952 as compared with the propor-
tions reported in previous years. Despite the over-
all increase in deposit volume during the Survey
year, business (including farmers’) deposits ac-
counted for just over 60 per cent; individual de-
posits (excluding farmers’) accounted for almost
exactly one-third, and deposits of nonprofit organi-
zations plus trust funds of banks accounted for 5.1
per cent in both years. This steadiness of owner-
ship patterns in broad outline does not, however,
mean that the behavior of deposits within the
groups has remained constant. There have been
significant differences. These differences are most
readily seen in terms of the dollar amount or per-
centage change in the deposits of each ownership
group from one year to the next.

Ownership changes reported by the 1952 and the
1951 Surveys differed considerably and this year
favored noncorporate (usually small) businesses.
Noncorporate business gained 16 per cent and cor-
porate business added only 3 per cent during the

TABLE II

OWNERSHIP OF DEMAND DEPOSITS OF INDIVIDUALS, PARTNERSHIPS AND CORPORATIONS
All Banks in Eighth Federal Reserve District

Change Change

Jan. 31,1952 Jan. 31, 1951 Jan. ’51-Jan. ’52 Jan. ’50-Jan. ’51

(Dollar Amounts in Millions) Amount Per Cent Amount Per Cent Amount Per Cent Amount Per Cent

Corporate Business... $1,403.2 29.8% $1,364.5 30.7% $+ 38.7 + 3% $+221.1 + 19%
Noncorporate Busi 837.0 17.7 720.6 . +116.4 +16 — 25.2 — 3
Total Business... 2,240.2 47.5 2,085.1 46.9 +155.1 + 7 +195.9 + 10
Nonfinancial 1,960.5 41.6 1,826.7 41.1 +133.8 + 7 +179.7 + 11
Manufacturin 645.4 13.7 621.6 14.0 + 23.8 + 4 + 93.3 + 18
Public Utilities.. 203.0 4.3 198.1 4.5 + 49 + 2 + 55.0 + 38
Trade .cocecreena 851.6 18.1 769.4 17.3 + 82.2 +11 + 21.5 + 3
Other nonfinancial 260.5 5.5 237.6 5.3 + 229 +10 + 9.9 + 4
Financial ...coccvinns 279.7 5.9 258.4 5.8 + 21.3 + 8 + 16.2 + 7
Insurance companies 64.5 1.4 65.3 1.5 — 0.8 — 1 — 0.8 — 1
All other financial 215.2 4.5 193.1 4.3 + 22.1 +11 + 17.0 + 10
Trust funds of bank 54.9 1.2 55.0 1.3 — 0.1 -0~ + 4.5 + 9
Foreign 0.1 * 0.3 * — 0.2 —66 + 0.2 +200
Nonprofi 183.5 3.9 169.4 3.8 4+ 14.1 + 8 + 12.3 + 8
Personal .. 2,234.0 47.4 2,132.8 48.0 +101.2 + 5 -+ 45.3 + 2
Farmers 668.5 14.2 625.1 14.1 + 43.4 + 7 + 26.6 + 4
Other ... 1,565.5 33.2 1,507.7 33.9 + 57.8 + 4 + 18.7 + 1

$4,712.7 100.0% $4,442.6 100.0% $+270.1 + 6% $+258.2 + 6%
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1952 survey period (January 31, 1951 to January 31,
1952), while in the preceding survey period cor-
porate business showed a growth of 19 per cent and
noncorporate business, a loss of 3 per cent.

Deposits in the manufacturing and mining fields
were up only 4 per cent as against a gain of 18 per
cent in the previous year. Similarly, public utility
deposits expanded only 2 per cent according to the
1952 Survey where they showed a 38 per cent
growth in the 1951 Survey. On the other hand, de-
posits of wholesale and retail trade concerns and
“other nonfinancial” concerns (a broad coverage
group including many contractors, builders, hotel
and motel operators and other, mostly small, service
businesses) increased more than they did in the
1951 Survey year. Similarly farmers’ deposits in-
creased substantially more than in the preceding
year.

These differences in ownership changes suggest
an important reason for the comparatively greater
growth in deposits during 1951 outside the metro-
politan areas where the accounts of manufacturing,
utility and insurance concerns represent a much
larger share of total individual, partnership and cor-
poration deposits than they do in the rural areas.

The generally greater increase in noncorporate
business accounts and accounts of farmers and other
personal accounts accrued to the advantage of the
banks in the outlying, rural areas.

The relatively greater growth in these favored
groups reflects primarily the increased rate
of consumer saving in 1951 . . .

The greater percentage increase in personal ac-
counts in 1951 than in 1950 suggests that part of
the marked increase in personal saving that took
place during 1951 took the form of increased deposit

balances. Expanding personal income after taxes
was not spent with the same speed and sense of
urgency during most of the 1952 Survey year that
it was in the preceding year. As a result, the de-
posit-portion of the money supply held by indi-
viduals (roughly one-third of total individual and
business deposits) built-up faster in the 1952 Survey
year than it did during the 1951 year, pointing up
the fact that the question of who holds the money
supply is a significant factor in measuring the infla-
tionary push of any given increase in that supply.

« « « and to some extent, preparation for
heavier tax payments.

The greater percentage increase in noncorporate
business and personal deposits during the 1952 Sur-
vey year may to some extent represent preparation
to meet the heavier tax payments required on 1951
income. Much of the increased tax burden in 1951
on individuals was withheld from wages and salaries
throughout the course of the year. However, the
self-employed social security tax and some income
of individuals from noncorporate business would
have required tax payments in the first months of
1952 in excess of those required in the opening
months of 1951 on 1950 income.

While the Mills’ speed-up in tax collections from
corporations would appear to put corporations un-
der this same pressure to build cash balances to
meet expanding tax payments, it is likely that a
sizable share of the increased tax requirement was
carried by the corporations, especially the larger
ones, in short-term Government securities rather
than in deposit form.

William J. Abbott, Jr.
Norma B. Lynch

New Banking

A study, The Development of Bank Debits and
Clearings and Their Use in Ecomomic Analysis, by
George Garvy, Senior Economist of the Research
Department, Federal Reserve Bank of New York,
has recently been published by the Board of
Governors of the Federal Reserve System.

This study combines a statistical review of
debits and clearings statistics in the United States
with a critical analysis of their use in the interpret-
ing of economic developments. Its purpose is to

Study Available

provide a better understanding of debits and the
velocity of turnover of deposits and hence of the
appropriateness of these series for different types
of economic analysis.

The price of the pamphlet is 25 cents per copy,
15 cents in quantities of ten or more. Requests
for pamphlets should be made direct to the Board
of Governors of the Federal Reserve System,
Washington 25, D. C.

(=
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Retail Credit Sales in 1951

Eighth District retailers in nine trade lines
pocketed almost as much money in 1951 as in
1950, but nondurable goods fared better than dur-
able goods lines. Consumers bought “on the cuff”
at about the same rate last year as in 1950, but
said “Charge It more often in 1951 than “How
Many Months to Pay?” In 1951, however, con-
sumers apparently paid their bills a little more
promptly and retailers generally kept their inven-
tories in step with consumers’ demands.

This article summarizes the results of the ninth
Retail Credit Survey conducted by the Federal
Reserve Bank of St. Louis with the cooperation of
504 district retailers operating in nine trade lines
and making credit sales. There are some differences
in sales performance in 1951 as against 1950 for
stores included in the Eighth District Retail Credit
Survey and all retail stores. These arise mainly
because: (1) The Survey covers only nine lines of
trade and is rather heavily weighted toward durable
goods sales, (2) only stores selling on credit are
included in the Survey, and (3) the district sample
is composed primarily of independent stores. Most
national chains report consolidated data, direct to
the Board of Governors of the Federal Reserve
System, for inclusion only in the national tabula-
tions.! Thus the department store line in the dis-
trict Survey does not include the sales of the large
chains.

Finally, the Survey is primarily intended to pro-
vide information on credit business. The sales
data included and discussed below are essentially
background information against which to judge the
performance of credit sales.

Eighth District retailers in nine trade lines
pocketed almost as much money in 1951
as in 1950, but nondurable goods fared
better than durable goods lines.

Combined sales of the 504 retail stores included in
the Survey totaled almost $550 million in 1951, only
slightly less than in 1950. However, by comparison
with the increased incomes of individuals after taxes
in 1951 over 1950, these results did not show up too
well. Analysis of the reports on sales by line and by
credit transaction provides some clues as to where
consumers held back their spending.

1 Results on a national basis will be published later by the Board
of Governors of .the Federal Reserve System. Copies of the national
results, when available, may be obtained upon request.

Nondurable trade lines represented in the Survey
showed a more favorable sales experience during
1951 than did the durable goods outlets. During
1951 department store sales (the bulk of which—
80 per cent— are in soft goods lines) equaled those
in 1950, men’s wear stores were up slightly and
sales volume at women’s apparel stores increased
6 per cent. In the durable lines, sales declined in
1951 from those in 1950 in all but jewelry stores.
Household appliance store volume dropped 12 per
cent, furniture store sales declined 5 per cent, auto-
mobile dealers experienced a 4 per cent drop in
volume, tire and accessory store sales were 3 per
cent less but jewelry store sales gained 7 per cent
over those in 1950.

Consumers bought “on the cuff”’ at about the
same rate last year as in 1950, . . .

According to the Survey, credit sales (charge
account and instalment combined) were almost
equal in dollar volume to those of 1950. Cash sales,
on the other hand, were off. By line, cash sales
during 1951 were equal to or larger than in 1950 in

DISTRIBUTION OF SALES IN NINE TRADE LINES
EIGHTH FEDERAL RESERVE DISTRICT, {95i-1950

Per Cent
o

1951
AUTOMOBILE DEALERS
1950

AUTOMOBILE TIRE AND 1951
ACCESSORY STORES \o50

1951
DEPARTMENT STORES

1950

1954
FURNITURE STORES

1950

1951
HARDWARE STORES

1950
HouseroLo appLiance 195!
STORES 1950

1981
JEWELRY STORES
1950

1951
MEN'S WEAR STORES

1950

1951
WOMEN'S APPAREL STORES
1950

CASH AND OPEN CREDIT
C.0.D. SALES SALES
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all but two of the nine trade lines included in the
Survey. At automobile dealers, the 1951 volume of
cash sales dropped 9 per cent in the year while at
household appliance stores the decline was 4 per
cent. Department store, jewelry store, and men’s
clothing store cash volume was at the same level
as in 1950. Slightly higher cash sales in 1951 were
registered by tire and accessory stores, women’s
apparel stores, hardware stores and furniture stores.
The most pronounced differences between 1951 and
1950 sales came, however, in the two kinds of
credit sales: charge and instalment.

« . . but said “Charge It” more often

in 1951 . . .

Open credit (charge account) sales during 1951
increased over those in 1950 in all but tire and
accessory stores. Gains of 8 per cent were shown
by both women’s apparel stores and automobile
dealers. Household appliance store open credit
sales equaled those in 1951, Gains of 2 per cent
were reported in department stores, furniture
stores, and men’s clothing stores. At jewelry stores
and hardware stores open credit sales gained 5 per
cent from those in the previous year.

« + . than “How Many Months to Pay?”

In contrast with the increased sales volume on
open account, instalment sales dropped f{fairly
sharply in 1951 in the nine sales lines covered by
the Survey. The decline in sales involving instal-
ment credit reflects the decline in sales in the dur-
able goods lines since these for the most part are
the goods making use of the instalment payment
technique. The volume of instalment sales during
1951 gained over that in 1950 in only three of the
nine lines included in the Survey. At two of the
three lines showing an increase—men’s clothing and
women’s apparel stores—instalment sales accounted

for a relatively minor portion of total sales. At the
third line—jewelry stores—instalment sales ac-
counted for about one-third of total store volume.

Household appliance store instalment sales—one-
fifth lower than in 1950—dropped both in volume
and relative to total sales volume. While auto-
mobile dealers instalment sales volume during 1951
dropped slightly under that in 1950, it accounted
for a somewhat larger portion of total sales than
in 1950. Tt should be noted that the Retail Credit
Survey tends to understate the instalment sales of
automobiles in each year. Many automobile sales
are on a cash basis insofar as the dealer is
concerned, even though part of the funds used
by the buyer may be borrowed elsewhere and
repaid over an extended period. (The same point
may apply to sales in other lines but in nothing
like the degree to which it applies in automobile
sales.)

Instalment sales at department stores, tire and
accessory stores, furniture stores, and hardware
stores also dropped below those in 1950 both in
volume and relative to total sales.

In 1951, however, consumers apparently paid
their bills more promptly . . .

The ratio of receivables at the end of 1951 to
total net sales during the year registered a decline
in most trade lines. Since credit sales in 1951 were
almost equal to those of 1950, the decline in the
ratio indicates that consumers paid for their pur-
chases more promptly. Instalment receivables at
the end of 1951 relative to total net sales gained
only in jewelry stores. For men’s clothing stores
and women’s apparel stores the ratio of instalment
receivables to total net sales was at the same level
as at the end of 1950. In other lines the ratio of
instalment receivables to total net sales declined
from that in 1950.

SUMMARY DATA OF THE 1951 RETAIL CREDIT SURVEY
EIGHTH FEDERAL RESERVE DISTRICT

1951 Compared to 1950 Ratio of R (R b

Total Net Sales atio of Receivables

Tw\}):l Casg egd 8%3% I‘r:ls;?:' 11)53631 to Inventories to Total Net Sales
Sales Sales Sales Sales tories 1951 1950 Open Credit Instalment
Automobile Dealers....cccoviivrviniiirenieiiicicrenens — 4% — 9% + 8% -— 3% +189% 10.4 12.9 1.5 1.6 1.8 1.9
Automobile Tire and Accessory Stor — 3 + 4 — 3 -— 9 —17 6.1 5.2 3.7 4.2 14.2 18.7
Department Stores ........... 0- -0- + 2 — 8 — 3 4.3 4.1 12.2 10.9 4.2 4.7
Furniture Stores .. .— 5 + 1 + 2 —10 — 6 2.5 2.6 3.6 4.2 26.7 27.4
Hardware Stores........... et 3 + 2 + 5 — 6 — 1 2.9 2.7 8.7 9.2 1.6 2.0
Household Appliance Store 12 — 4 -0~ —20 — 1 2.8 2.9 2.6 3.0 17.7 16.2
Jewelry Stores ...cvcnnee w7 -0- + 5 +17 — 5 1.4 1.3 12.1 12.3 19.4 18.6
Men’s Clothing Stores. | -0- + 2 + 8 +11 2.2 2.5 17.2 17.2 0.3 0.3
Women’s Apparel Stores.....o.occccivivreeenree + 6 + 4 + 8 +13 — 1 5.6 5.2 13.5 13.0 1.1 1.1
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. . . and retailers generally kept their inventories
in step with consumers’ demands.

Inventories, or the imagined lack of them, gave
retailers many bad moments both before, during
and after the two major scare-buying waves which
occurred in both 1950 and 1951. After the early
1951 wave of buying, the inventory problem became
acute. Retailers held record stocks. Consumers
showed a mounting reluctance to buy. So, taking
their cue from consumers, retailers also curtailed
their buying. The sales level during the last half
of 1951, while not spectacular, was such that by
the end of 1951 only two lines held stocks larger
than a year earlier. Automobile inventories were
almost one-fifth above those at the end of 1950

and men’s clothing stocks were valued at one-tenth |
more. Tire and accessory store inventories recorded
the largest drop. In other lines included in the
Survey the value of inventory was only slightly
under that at the end of 1950.

The ratio of total net sales during 1951 to inven-
tories at the end of the year (a turnover figure) was
smaller than in 1950 at four of the nine lines in the
Survey. Of the four lines, automobile and men’s
clothing inventories increased from those at the
end of 1950, while at furniture and appliance stores
inventories declined but at a slower pace than total
net sales.

Alfred C. Kearchner
Marie C. Wahlig

Survey of Current Conditions

February and early March saw no particular
change in the level of over-all economic activity
in the Eighth District. Rising Government ex-
penditures for defense purposes were reflected in
increased manufacturing employment and produc-
tion in defense-connected industries in this region.
Non-defense industry, after allowance for the usual
seasonal changes, held at a rate not appreciably
different from that of January. There were some
deviations from this average on both the high and
the low sides. For example, shoes and textiles
showed strength while whiskey production ex-
hibited some weakness.

Business expenditures for plant and equipment
continued in substantial volume and a number of
new expansions were announced. Consumer saving
remained at a high rate and retail sales were lower
in February than might be expected given the
present high level of income. Prices continued
stable to slightly downward.

Economic activity in the nation moved in about
the same way as it did in the district. The Federal
Reserve index of industrial production in February
was 222 per cent of the 1935-39 base, up two points
from January. Construction activity, seasonally
adjusted, increased slightly; the rate of consumer
spending also advanced moderately.

While there has been considerable discussion of

stronger expansionary forces in the econontic out-
look. Similarly, a high rate of business expenditures
for plant and equipment seems assured for at least
the first half of this year, and with release of
additional materials nondefense construction should
not be severely limited by materials supply.

In contrast to these expansionary forces in the
outlook is the balancing factor of continued cautious
buying on the part of consumers. This has re-
flected growing price consciousness and relatively
ample supplies of merchandise. Whether consumers
will continue in the same frame of mind will have
great bearing on economic developments for the
balance of 1952,

PRICES

WHOLESALE PRICES IN THE UNITED STATES

Bureau of Labor Feb., 1952,
Statistics compared with

(1947-49=100) Feb.,’52 Jan,’52 Feb.,’S1 Jan.,’52 Feb.,’51
All Commodities.. 112.6 113.2 1165 — 1% — 3%
Farm Products. 107.8 110.0 1172 — 2 — 8
Foods........ . 109.7 111.2 112.9 — 1 -~ 3
Other..cnrvncccecnnn. 1143 114.3 117.2 -0~ — 3
CONSUMER PRICE INDEX*

Feb. 15, 1952,

Bureau of Labor compared with
Statistics Feb. 15, Jan. 15, Feh. 15, Jan. 15, Feb. 15,
(1935-39=100) 1952 1952 1951 1952 1951

United States...cccniannn 187.9 189.1 1838 — 1% + 2%
* New series.

RETAIL FOOD*

Feb. 15, 1952,

Bureau of Labor compared with

. . isti Feb. 15, .15, Feb.15, Jan.15,  Feb. 15,
the stretch-out in the defense program, it should = 100) ch. 5 Jan 15, Feb.15 Jan ) 051
be stressed that defense expenditures, even after U.S. (51 cities) s 227.5 2324 2260 — 2% 1%

. St. Louis.. 238.6 244.0 2400 — 2 —1
the stretch-out, are scheduled to increase by a Little Rodl 224.6 gfgi ffi? =2 —0I

: : Louisville. . . . —_ _
substantial amount during the course of 1952. The Memphis.. 234.9 237.8 2308 — 1 + 2
: * New series.
defense program, therefore, remains as one of the
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EMPLOYMENT

Seasonal layoffs in retail trade and construction
continued into February, but manufacturing em-
ployment increased as a result of expanded defense
production and seasonal gains in automobile, shoe
and clothing plants. As a result the over-all level
of employment in the Eighth District and in the
nation remained virtually unchanged between
January and February.

In Louisville employment fell during February
reflecting seasonal curtailment of tobacco products
manufacturing, further reduction in retail trade

labor market. The outlook for the near future was
bright as defense and seasonal industries planned
to step up operations.

In Vincennes, Indiana, employment increased
when a major shoe plant resumed operations. Vin-
cennes had been declared a labor surplus area.

INDUSTRY
Industrial production continued at high levels
in the Eighth District during February and early
March. Some improvement was shown in shoe,
textile and steel ingot manufacturing. And defense
output continued to increase. As in recent months,

employment and a cutback in distilled liquor
bottling.

however, coal and whiskey output continued below
last year.

Manufacturing—Open hearth furnaces in the St.
Louis area were running at about 81 per cent of
capacity during the first three weeks of March and
in February produced more ingot tonnage than
during either of the two preceding months. The
March rate, although considerably below a year
ago as cold-rolled steel demand continued easy,
compared with 78 per cent in December of last
vear, 74 in January and 79 in February, 1952,

In St. Louis, employment increased due to greater
activity in shoe production and on construction
projects, augmented by hiring at defense-connected
plants. According to present indications, defense
employment, primarily aircraft and ordnance, should
increase substantially over the rest of this year.

In Evansville, manufacturing employment in-
creased 5 per cent from January to the previous
postwar record. The increase was largely due to
additional defense production and seasonal in-
creases in refrigerator and building materials pro-
duction. Unemployment decreased as additional
jobs outpaced the influx of jobseekers into the

Factory wheels turned a little faster in February.
The daily average use of electric power in the
district increased slightly over January and was
8 per cent above a year ago. Power figures indicated
an improvement in the textile, shoe, paperbox
board, chemical, metal products and electrical ma-

INDUSTRY chinery industries.

Lumber production continued through the first

CONSUMPTION OF ELECTRICITY half of March without much change from the first

Feb., 1952

(K.W.H.  Feb., 1952 Jan., 1952 Feb., 1951 compared with two months of this year, but at a better weekly rate
in'thous.) K.W.H. KW.H. KWH Jan.’s2  Feb.’s1 )
) of production than a year ago. The market con-

Evansville..... 15,932 17,194 16,1467 — 7% — 1% ;
Little Rock... 12,630 13,746 12,549 — 8 + 1 tinued spotty.
%{ouis‘gne ...... 78,8%4 82,494 75,114 = 5 + 5

emphis..... 32,052 30,67 26,684 1 +20 istri i ; i -
P Bhoa 1004 e go8e +d HESS District shoe production .1mproved durmg' Jan
St. Louis....... 97,875 102,835 88,432 — 5 +11 uary and February’ and the 1mpr0vement continued
Totals........... 247,947 258,363 227,797 — 4% + 9% into March,

Selected Industrial Firms.

Meat packing activity in the St. Louis area was
the largest for any February since 1944, Salable
receipts at the National Stockyards (Illinois) were
also the highest of any February since 1944. The
situation was primarily due to unusually large hog

LOADS INTERCHANGED FOR 25 RAILROADS AT ST. LOUIS
First Nine Days
Feb.,’52 Jan.’52 Feb,’51 Mar,’52 Mar.,,’51 2mos.’52 2 mos.’S1

112,784 110,584 91,302 32,049 39,625 223,368 '213,224
Source: Terminal Railroad Association of St. Louis.

CRUDE OIL PRODUCTION—DAILY AVERAGE
Feb., 1952

(In thousands compared with runs—an experience in common with other markets
of bbls.) Feb., 1952  Jan., 1952 Feb., 1951 Jan.,’52 Feb.,’s1 throughout the Country
Arkansas...... 76.2 78.3 79.4 — 3% — 4% . . ) .
Tlinois....... 163.7 168.9 1598 -3 t2 Production of whiskey in Kentucky apparently
ndiana . . . - . .
Kentucky... 34.5 34.2 27.9 +1 +24 continued at about the same rate in February as
o Total e 304.4 312.1 294.8 — 3% + 3% January, but well below levels a year earlier. Re-
—Revised. . . . .
duced bottling activity and production were re-
COAL PRODUCTION INDEX ported to be in response to lowered demand.

Unadjusted Adjusted Mining—Coal production in district states de-
Feb, 52 Jan,'52  Feb., '51 Feb., 52 Jan,, '52  Feb., '51 ) ) . S o
T62.5% WL 180.¢ 156.2% 156.6% 158.4 clined in February, according to preliminary indi-

* Preliminary.

cations, as mild weather continued to temper
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domestic demand which normally takes well over
a fifth of district production.

The daily average rate of crude oil production
during February was somewhat better than that
of a year ago. The up-trend continued into the
first two weeks of March, with the latest week
being 3 per cent higher than a year earlier.

Transportation—Freight interchanges in Feb-
ruary for railroads at St. Louis were slightly above
those of January. Normally this volume declines
in February. Comparison with activity a year ago
when there was a transportation strike is not help-
ful in measuring the trend of business this year.
Similarly a three-day walkout of St. Louis terminal
workers beginning March 9, 1952, affected opera-
tions for several days.

CONSTRUCTION

There were several significant developments in
construction during February. Residential con-
struction improved. The NPA took certain steps
to ease restrictions on less essential building in the
next few months. In fact some restrictions have
already been modified. '

The seasonally adjusted rate of total new con-
struction put in place showed little change during
February from the January level. Private industrial
building, spurred by the defense mobilization pro-
gram, gained more than seasonally and residential
building continued the growth noted in January.
Public construction decreased.

Residential construction picked up during Feb-
ruary reflecting the gain in housing starts in both
January and February. The rise was entirely in
private home building, which is apparently not
being impeded by the materials supply situation,
The increasing number of houses started so far
this year indicates that construction volume in the
next few months will continue a strong upward
trend. Still, total private residential outlays are
about one-fifth less than a year ago.

Construction of commercial buildings, which has
been restricted by the Federal Government be-

cause of the desire to direct materials to more
essential projects, is about one-third less than a
year ago. Due to the easing of the materials short-
age in the last few months, steps were taken during
February and early March to allow more of this
type of construction in the future. Industrial ex-
pansion, which is about 53 per cent above the level
of a year ago, will evidently continue at high levels
as a result of the continued expansion in industrial
capacity under the defense mobilization program.

In this district proposed new industrial facilities
with investment of $223 million have been indi-
cated so far this year. The largest individual plant
being planned is the aluminum reduction plant to
be located near Arkadelphia, Arkansas, by the
Reynolds Metals Company. Plans for considerable
expansion in the St. Louis area by Monsanto Chem-
ical Company ($19 million), and American Zinc
Company ($4.5 million) were also indicated.

In the Eighth District construction contracts
awarded during February totaled $46 million, a
decrease of 29 per cent from the January total and
24 per cent less than February, 1951. The total
residential construction contracts awarded have
been 32 per cent less than a year ago, although
total construction contracts are one per cent greater
than in the first two months of 1951 due to a large
increase in public works and utility contracts.

RETAIL TRADE

February retail sales in the district were gen-
erally less than in January and were under those
in February, 1951. In part the lessened activity
relative to a year ago reflected the earlier Easter
in 1951 and the abnormally high sales in that year.
Furniture store sales were an exception. These
stores experienced a February sales volume some-
what above that in January and almost equal to
that a year ago. Traditional home-furnishing pro-
motions were reported to have accounted for the
relatively good showing in the year-to-year com-
parison. “White sales” during February drew a
fair consumer response but much of the strength

CONSTRUCTION WHOLESALING
BUILDING PERMITS Line of Commodities Net Sales Stocks
Month of February Data furnished by February, 1952 Feb. 29, 1952
. . Bureau of Census, compared with compared with
New Construction Repairs, etc. U.S. Dept. of Commerce*  Jan.’52  Feb.,’S1 Jan. 31, 1952
(Cost in Number Cost Number Cost Aut tive Supplies...ecciennnns — 8% — 9 +17
thousands) 1952 1951 1952 1951 1952 1951 1952 1951 Drugs and Chemicals. S %
. ds + 3 —18 —10
Evansyille. ..o 36 34$ 72% 69 48 43§ 31§ 58 Dry Goo
Little Rockwo 62 54 557 ° 1,134 164 132 107 = 103 Groceries i % 12
Louisville. 197 83 892 659 78 29 111 37 Tag “’a’e---a' ---------------- - T16 -
Memphis.. 1,404 1,279 2,770 2,937 171 135 133 106 MO. a°ﬁ° an M I I
CTA I i ER— 215 182 1,448 2,097 208 146 601 333 ;Sf; :“f;‘ii"'r 7 5 %
—— T e e e 35 ¢ [ TR —_— —_—
Feb. Totals......... 1,914 1,632 $ 5,739 & 6,896 669 485 $ 983 3 637 -pfefimim,,_ ‘ %
Jan. Totals.......... 1,709 2,502 $ 4,191 $18,196 479 410 $ 785 $1,563 **Includes certain items not listed above.
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TRADE

DEPARTMENT STORES

Stocks Stock
Net Sales on Hand Turnover
Feb., 1952 2 mos.’52 Feb, 29,’52 Jan. lto
compared with to same comp. with Feb. 2

Jan.,’52  Feb.,’51 period '51 Feb. 28,51 1952 1951

8th F. R. District... — 4% — 1% — 7% —10% .57 .57
Ft. Smith, Ark.2..... — 4 — 6 + 3 51 .54
Little Rock, Ark -— 3 — 8 -—16 .54 .50
Quincy, I....... —11 —15 —14 .54 57
Evansville, Ind + 4 -4 — 3 .43 47
Louisville, Ky. —0— — 6 + 2 .56 .58
Paducah, Ky... +36 F26 s e eeeees
St. Louis Areal: — 1 — 7 —13 59 .58
Springfield, Mo.. + 9 + 3 — 3 44 40
Memphis, Tenn — 3 -— 5 — 3 .61 .62
All Other Cities*.... + 9 — 4 + 1 .39 41

*Fayetteville, Pine Bluff, Arkansas; Harrisburg, Mt. Vernon, Illinois;
Vincennes, Indiana; Danville, Hopkinsville, Mayfield, Kentucky; Chilli-
cothe, Missouri; Greenville, Mississippi; and Jackson, Tennessee.

1in order to permlt publication of figures for this city (or area), a spe-
cial sample has been constructed which is not confined exclusively to
department stores. Figures for any such nondepartment stores, however,
are not used in computing the district percentage changes or in com-
puting department store indexes.

¢Includes St. Louis, Clayton, Maplewood, Missouri; Alton and Belle-
ville, Illinois.

Qutstanding orders of reporting stores at the end of February, 1952,
were 33 per cent smaller than on the corresponding date a year ago.

Percentage of accounts and notes receivable outstanding February 1,
1952, collected during February, by cities:

Instalment Excl. Instal. Instalment Excl, Instal.

Accounts Accounts Accounts Accounts
Fort Smith.... ...% 449, Quincy 58%
Little Rock.... 18 46 St. Louis., 49
Louisville ...... 20 64 Other Cities .. 14 48
Memphis ........ 20 35 8th F. R. Dist. 20 48

INDEXES OF DEPARTMENT STORE SALES AND STOCKS
8th Federal Reserve District

Feb., Jan.,, Dec., Feb.,
1952 1952 1951 1951

Sales (daily average), unadjusted®......ccoo.oe T80 81 168 86
Sales (daily average), seasonally ad]usted‘ 100 111 107 108
Stocks, unadjusted?* 109 92 105 128
Stocks, seasonally adjusted*....ccociieerincnsccereennn 112 106 119 131

3Daily average 1947-49=100.
“End of Month Average 1947-49=100.

SPECIALTY STORES

Stocks Stock
Net Sales on Hand Turnover

Feb., 1952 2 mos. ’52 Feb. 29, 52 Jan. 1 to
compared with  to same comp. w1th Feb. 29,
Jan.,’52 Feb.,”51 period ’51 Feb. 28 ’51 1952 1951

Men’s Furnishings —21% — 6% —10% — 4 .33 37

Boots and Shoes.. + 1 + 6 + 2 -— 5 .54 .52
Percentage of accounts and notes receivable outstanding February 1,

1952, collected during February:

Men’s Furnishings.....ceeceeenae 41% Boots and Shoes....ivimiriinne 449
Trading days: February, 1952—25; January, 1952—26; February,

1951—24.

RETAIL FURNITURE STORES

Net Sales Inventories .
Ratio
Feb., 1952 February, 1952 of
compared with compared with Collections

Jan.,’52 Feb.,’51 Jan.,’52 Feb,’51 Feb.,’52 Feb.,’'51
8th Dist. Totall....... i 6% — 3% + 4% —12% 21% 19%
4 —13

St. Louis Area’ + 3 —13 29 25

St. Louis..... + 6 —13 + 3 —13 29 25
Louisville Area3. +29 +19 + 4 —10 13 13

Louisville. +35 +21 + 4 —10 12 12
Memphis +11 +26 * * 12 13
Little Ro —16 — 6 — 2 —17 19 17
Springfield + 5 +12 + 1 + 1 16 14
Fort Smith.. — 6 —17 * * *

* Not shown separately due to insufficient coverage, but included in
Eighth District totals.

1In addition to following cities, includes stores in Blytheville, Pine
Bluff, Arkansas; Hopkinsville, Owensboro, XKentucky; Greenwood,
Mississippi; Hannibal, Missouri; and Evansville, Indiana.

2 Includes St. Louls, Missouri; and Alton, Illinois.

3 Includes Louisville, Kentucky; and New Albany, Indiana.

PERCENTAGE DISTRIBUTION OF FURNITURE SALES
Feb.,’52 Jan,’52 Feb.,,’51

Cash Sales 14% 16% 15%
Credit Sales ... e 86 84 85
Total Sales 100 % 100% 100%

in sales was in furniture lines. More in line with
trends during February, automobile dealers, after
experiencing a flurry of sales activity following the
introduction of new models, found sales slowing
down. Used car sales, reported pretty fair in Jan-
uary, also fell in February.

In reporting soft goods lines, February sales
of district retailers were reported below those in
both the previous month and the comparable
month last year. Sales volume at district depart-
ment stores in February dropped contraseasonally
from that during January and was slightly under
that in February, 1951. And February sales at
men’s wear stores and women’s specialty stores
were reported below those in January and well
under February, 1951,

In several trade lines the decline from January
was partly the result of efforts in that month to
match heavier-than-normal buying a year ago. And,
considering the fact that in February, 1951, con-
sumer buying continued above seasonal expecta-
tions, the less-than-year-ago performance this year
was not unexpected.

Another factor, contributing to the softness in
nondurables lines and thus to the general February
decline, is the later Easter this year in comparison
with last year. With Easter occurring on March
25 last year, retailers had their spring promotions
under way by the end of February. This year,
with FEaster falling on April 13, retailers have
delayed spring promotions until well into March.

The retail value of inventories held by reporting
retail lines at the end of February was generally
larger than a month earlier but was below that a
vear earlier. The largest decline from 1951 was
reported by furniture stores. Much of the build-up
of spring merchandise, in view of the later date of
Easter this year, was scheduled by retailers during
March. A few instances have been reported of in-
ventory becoming tight in several soft goods lines,
where, because of cautious merchandising policies
of retailers, manufacturers have held back pro-
duction schedules. At district department stores,
outstanding orders at the end of February were
substantially under those a month earlier and
sharply less than a year ago.

AGRICULTURE

For the most part, farm field activities in Feb-
ruary were limited. However, some preparation
for cotton in the southern part of the district
occurred and some plowing in Kentucky and farther
north was possible due to the relatively mild
weather. Farm work was considered to be slightly
advanced in Arkansas, but slightly delayed in
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Tennessee and Mississippi due to wet weather. -
Winter wheat in the district apparently was in BUSINESS AND AGRICULTURAL LOANS
good condition, but the crop was still vulnerable 8th D'STgéigoN"XEI_EYKLYAD%?SET(';%Lm"fmﬁ? BANKS
to freezing and thawing in March. Prospects for
wheat brightened in the Southwest as a result MILLIONS MILLIONS
of snow and rain. Moisture was generally adequate OF DOLLARS OF DOLLARR
for the immediate future. Winter killing up to
March 1 appeared to be at a minimum, and the
crop was reported in good to excellent condition in
many areas.

Prices received by farmers declined 4 per cent
during the month ending February 15. On. that
date the index of prices received was 289 (1910-14
=100), compared with an index of 300 a month L Y
earlier and 313 a year earlier. This represents a /
decline of 8 per cent during the one-year period. N '/'
However, the index of 289 was higher than any 600 Vans 600
other February, except during 1951.

Prices paid by farmers reached a new high in - /
February with a 1 point rise to an index of 288. 1950 /

As a result of the decline in prices received and //\TV/

700

700

increase in prices paid, the parity ratio (ratio of 500 :;\).z-y;—;’]/,"\f,.““ N
prices received to prices paid) declined from 105 Coubst Qe QS e PR
to 100. A year earlier the ratio was 113.
BANKING AND FINANCE

As in the previous month, earning assets and
deposits of member banks declined during Febru-
ary, both districtwise and nationally. Most of the
decline in earning assets resulted from net sales of
Government securities; however, in the district
there was also a substantial net reduction in bor-
rowings of businesses. In addition to the contrac-
tion of bank credit, there was a shift of deposits
from individuals and businesses to the Treasury.
As a result, the private money supply declined
slightly in the month., However, the volume of
checks written in February was fairly large.

The money market was fairly tight and yields
on Treasury bills increased over most of February

and early March. These developments reflected, in
large part, the heavy tax payments to the Treasury.

District Developments—FEarning assets of dis-
trict member banks contracted roughly $100 million
during February. Normally, earning assets contract
only about half this amount in the month.

Loans declined $29 million. The decline was the
result of a $34 million drop in loans at the larger
banks combined with a $5 million increase in loans
at the smaller banks. A more-than-seasonal con-
traction in business loans accounted for virtually
all the net decrease at the larger city banks. The
district loan decline was in contrast to loan be-
havior at all other banks in the nation where the
outstanding volume of business, real estate and

AGRICULTURE consumer loans changed only slightly in the month.
The greater-than-national r ine i is-
CASH FARM INCOME . g' tiona at.e of d'eclme in dis
January, 1952 12 month total Jan. to Dec. trict business loans was occasioned in part by a
compared with 1951 3 1 3 3 3
(In thousands  Jan, D et Yo compared with lesser rate of expansion d1str1'ctw1se in loans for
of dollars) 1952 1951 1951 1951 1950 1949 defense. Both nationally and in the district large
Arkansas. . —31% +16% $ 564,523 +14% + 5% .
Illinois. +5 43 2,020,380  +14 + 3 net repayments of loans during February came
Indiana 85,947 —12 410 1,170,038  +20  +22 .
Kentuc 105,106 —29  +10 632,799  +23  +18 from commodity dealers and food manufacturers.
Mississipp 30,123 —59 —18 556,484 +21 +13 . . . . .
Missouri.. 83,104 —-13  —I12 1,214,208  +18 420 However, in the district, the increase in loans to
Tennessee 48,198 — 5 + 1 487,666 +14 +13 1 1 d 1 h £ .
Totals.moon. $555,564 —18% T 2% 36646098 F17% F12% textile, apparel and leather manufacturers did not
RECEIPTS AND SHIPMENTS AT NATIONAL STOCK YARDS offset other shrinkages, while nationally declines
Receipts Shipments izab : :
m siz
e, 1957 T 1957 were1 at;hed tbi’ a datle expanfsmn in loands to
compared wit compared wit metal and meta roaucts manu r
Feb.,’52 Jan.'52 Feb.’51 Feb.,’s2 Jan.’52 Feb.’51 prod acturers an .to
Cattle and calves.... 67,915 —18% + 13% 29,842 -0-% +100% petroleum, coal, chemical and rubber companies,
we 283,034 —21 4 14" 84,492 —31  + 14 . . e N
37,369 —27 4148 16.350 —24 ... chiefly for defense activities. In the district the
388,318 —21% + 20% 130,724 —25% + 42% increase in loans at the smaller banks was all in
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centers under 15,000 population, where agricultural
loans normally expand at this time.

Investment portfolios were reduced $72 million
at district member banks in the month. Most of the
net sales were at the larger urban banks and were
of short-term United States Government securities.

Deposits in the district declined about $100
million in February. As with earning assets, most
of the decline was at the larger city banks. The
deposit decline was centered in accounts of banks
and businesses partially offset by an increase in
accounts of the United States Government. Savings
accounts continued their upward climb at both
the larger and smaller banks.

Use of deposit accounts was fairly high in Feb-
ruary. Debits to deposit accounts (except inter-
bank) at 22 reporting centers were $3.8 billion.
This represents a 10 per cent increase over the
same month a year ago. All reporting centers had
more debits this February than last except Owens-
boro, Kentucky, where the dollar amount of checks
written was virtually the same in both months. At
Paducah, Kentucky, more than twice the year-ago
amount of checks were written in February, 1952,
After adjusting for seasonal variation, volume of
debits to deposit accounts at all district reporting
centers was 4 per cent larger in February than in
the previous month.

In the first two weeks of March, business loans
at district weekly reporting member banks declined
less-than-seasonally. The decrease came largely
from sales finance companies, commodity dealers
and food manufacturers. On the other hand, other
types of manufacturers, especially metal and metal
products firms, expanded loans in the period.

National Developments—In the first two and a

half months of 1952, the Treasury’s budgetary
receipts were about $13 billion. In the comparable
period a year ago, the drain from taxes amounted
to $10 billion. The larger “take” this year reflected
stiffer tax rates and higher incomes as well as
more rapid collections of corporate taxes. One
result of this even-larger-than-usual drain was to
put considerable pressure on banks and the money
market in general. The money market, which was
easy during January, became fairly tight in Febru-
ary and early March. To meet the drain of funds,
banks drew on excess reserves and other cash
balances and increased their borrowings. In addi-
tion, some banks were forced to liquidate securities
in order to adjust their positions. Rates on Treas-
ury bills reflected the pressure, yielding 1.78 per
cent at mid-March compared with 1.58 in early Feb-
ruary.

DEBITS TO DEPOSIT ACCOUNTS

February, 1952

(In thousands Feb., Jan,, Feb., compared with
of dollars) 1952 1952 1951 Jan.,’52 Feb.,’51
El Dorado, Ark............ $ 27,447 % 31,734 $ 23,221 —14% + 18%
Fort Smith, Ark 43,828 47,747 39,875 — 8 + 10
Helena, Ark 7,594 10,381 7,062 —27 + 8
Little Rock, 136,263 145,536 128,236 — 6 + 6
Pine Bluff, Ark. 32,749 41,258 25,683 —21 + 28
Texarkana, Ark. 15,540 16,530 11,024 — 6 + 41
Alton, Ill, 28,874 30,490 24,108 — 5 + 20
E.St.L.-N 119,147 138,287 106,312 —14 + 12
Quincy, Il.. 33,134 33,842 29,866 — 2 + 11
Evansville, Ind.. 129,667 140,936 122,014 — 8 + 6
Louisville, Ky 645,512 687,396 552,293 — 6 + 17
Owensboro, Ky. 37,124 43,510 37,219 —15 -0—
Paducah, Ky...... 34,868 34,318 17,112 + 2 +104
Greenville, Miss. - 21,964 28,956 19,403 —24 + 13
Cape Girardeau, Mo 12,272 13,568 11,178 —10 + 10
Hannibal, Mo....... 9,035 9,524 8,544 — § + 6
Jefferson City, Mo 51,428 73,104 48,800 —30 4+ 5
St. Louis, Mo. 1,714,146 1,940,929 1,589,078 —12 + 8
Sedalia, Mo.... 11,1 11, 0,586 — 6 + 5
Springfield, Mo. 62,256 69,775 56,376 —11 + 10
Jackson, Tenn... 19,772 22 456 18,160 —12 + 9
Memphis, Tenn.... 607,935 737,182 554,417 —18 + 10
Totals...couvcerimrermncecnnes $3,801,668 $4,309,283 $3,440,567 —12% + 10%

* These figures are for Texarkana, Arkansas, only. Total debits for
banks in Texarkana, Texas-Arkansas, including banks in the FEleventh
District, amounted to $36,153.

EIGHTH DISTRICT MEMBER BANK ASSETS AND LIABILITIES BY SELECTED GROUPS

All Member

Large City Banksl Smaller Banks?

(In Millions of Dollars)

Change from:
Jan., 1952 Feb., 1951
to to
Feb., 1952 Feb., 1952 Feb., 1952

Change from:
Jan., 1952 Feb., 1951

Change from:
Jan., 1952 Feb., 1951

to to to to

Assets Feb., 1952 Feb., 1952 Feb., 1952 Feb., 1952 Feb., 1952 Feb., 1952

1. Loans and investments......oerericvisisisieses $4,192 $—101 $+4162 $2,427 $— 93 $+ 56 $1,765 $— 8 $+106
a. Loans . 1,890 — 29 + 35 ,268 — 34 + 1 622 + 5 + 34
b. U.S. Government QObligations.... . 1,923 — 74 +109 980 — 60 + 50 943 — 14 + 59

c. Other Securities.....oeesverunernannn, 379 + 2 + 18 179 + 1 + 5 200 + 1 + 13
2. Reserves and Other Cash Balances. 1,415 — 5 + 76 884 + 15 + 43 531 — 20 + 33
a. Reserves with the F.R. bank... 712 — 10 + 38 462 — 9 + 21 250 — 1 + 17

b. Other Cash Balances3 - 703 + 5 + 38 422 + 24 + 22 281 — 19 + 16

3. Other Assets 52 + 1 + 4 33 + 1 + 2 19 -0- + 2
4. Total Assets $5,659 $—105 $+242 $3,344 $— 77 $-+101 $2,315 $— 28 $+141

Liabilities and Capital

5. Gross Demand Depos.ts... $4,224 $—102 $+168 $2,586 $— 70 $+ 71 $1,638 $— 32 $+ 97
a. Deposits of Banks....... 718 — 63 + 53 677 — 60 + 48 41 — 3 + S

b. Other Demand Deposits 3,506 — 39 +115 1,909 — 10 + 23 1,597 — 29 + 92

6. Time Deposits... 1,004 + 5 + 43 488 + 3 + 12 516 + 2 + 31
7. Borrowings and Other anblhtles 65 — 10 —0-~ 55 — 12 — 4 10 + 2 + 4
8. Total Capital Accounts... 366 + 2 + 31 215 + 2 + 22 151 -0- + 9
9. 'Total Liabilities and Capital Accounts..... $5,659 $—105 $-+242 $3,344 $— 77 $--101 $2,315 $— 28 $+141

1Jncludes 13 St. Louis, 6 Louisville, 3 Memphis, 3 Evansville, 4 Little Rock and 4 East St. Louis-National Stock Yards, Illinois, banks.

3 includes all other Eighth District member banks.

Some of these banks are located in smaller urban centers, but the majority are rural area banks.

3 Includes vault cash, balances with other banks in the United States, and cash items reported in process of collection.
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