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SECURITIES AND EXCHANGE COMN138ION
« a Philadelphia .

STATISTICAL SERIES -
Release No. %26 o

The Securities. and Exchange Commission today made public an nnglysis of
the volume and composition of saving by individuals in the United States dur-
ing the third guarter of 1942, continuing a series of quarterly figures on
this subject. This quarter was characterized by a very large increase in the
public's -cash on hand and in checking accounts, a smaller rise in their holde~
ings of Government borids, and a further reduction in debt. -

The morefimportant results of the analysis may be summarized as f6llow§;

1. People in this country saved substantially more in the third quartér
- of 1942 than they did in the second quarter. The data indicate that
the ratio of saving to income after taxes rose to a new high point.

‘2. However, most of the rise in saving in the third quarter was at- ‘

‘ tributable to the extremely large increase in people's cash holdings
and deposits in cheécking accounts, amounting to close to 4,0 billions
or almost twice the amount in the second quarter, Saving in this
form accounted for more than 40% of all liquid saving, and consti-
tuted the largest component of individuals' current saving. This

« accelerated growth in individuals' cash holdings and demand deposits
is potentially quite dangerous in view of the inflationary pressures
such funds may exert., Thus it should be noted that there is reason
to believe that more and more of individuals' liquid saving will take
this form in the near future as a result of the growing disparity be-
tween the rising national income and the declining supply of consumer
éoods. .

3. Individuals purchased:2 8 billions of Government bonds (including 2.1
- billions of War Savings Bonds) in the third quarter, an increase of
0.6 billions over the second quarter,

4. Debts of individuals other than mortgages were again reduced substan-
tially. However, saving in this form will tail off fairly rapidly
in the near future as individuals pay off the bulk of their out-
standing obligations.

Individuals' gross saving in the third quarter of 1942 amounted to 11.4
billions compared with 9,0 billions in the second quarter., This substantial
increase was entirely due to the rise in liquid saving from 6,4 billions to
9.1 billions, a new all-time high.

The increase in the public'’s liquid saving, 1. e., saving exclusive of
purchases of durable goods, reflects the higher level of income in the hands
of individuals after payment of taxes., Practically all of the increase in
such income went into liquid saving rather than consumption, Consequently,
the volume of liquid saving is substantially higher than might be expected on
the basis of the past relationships between such saving and income alone, This
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seems to be due in part, as.in pribtidhaFters; td thé ‘restrictions placed on
the purchases of durable consumers‘\goods3shdaon ‘the extension of credit for
. such purchases, résulting not only in ah enforced decrease in putchases of
these goods but also in an automatie llguidation of outstanding debt. 'To' sox‘:ié"'
extent, also, the increase in liquid saving in the third quarter probably ‘res~’
flects rationing and growing scarcities of other consumers' goods as well,
Finally,-there .appears t¢:be: ;8trong-evidence in this quarter of 'a greéater di- : -
‘version_ frem. -consumption: ‘into liquid saving ‘than can be explained solely in
terms of the above ; faotors.q,< e e . ..

The most strikxng feature of the pattern of saving durlng the third ‘quar-’
ter of 1942 is the extremely. large rise in individuals! currency and bank de-
posits. People as a whole added over 1,0 billions to their cash hoards and
3.0 billions .to their deposits, for the most part in the form of deposits in °
.checking accounts. The rate of accumulation of such funds was almost twice as
great as in.the second quarter, the previous high point of saving in this form.
Furthermore, not only have the people in this country shown a very high and
increasing propensity to save in-this form over the past two qQuarters, but

there is evidence of a further acceleration in the growth of such funds in the ¢
near future.. Consequently, it should be pointed out that additions to check- - /
ing accounts: and cash on hand: represent in considerable part temporary accumu- .-
lations of funds which are relatively unstable and may at any time be diverted ¥

into consumptjon or other channels, ' On the other hand, part of the accumula-
tion of such funds undoubtedly represents provision for. future payment of cur-
rently accruing taxes. : : -

Purchases of Federal government securities by lndividuals amounted to 2.8 Ay
billions in the third quarter of 1942 compared with 2,2.billions in the pre~ k
ceding quarter.. Saving in :such securities. constituted 31% of {hdividuals"™ w
liquid saving in:the third:quarter of 1942, compared with 347% in- the second 1

quarter, 5%% in the .first quarter, 30% in. 1941, and 10% in 1940. " - - :

Individuals' debt which had been incurred in the purchase of automobiles
and other durable:consumers' goods was again reduced.substantially, dué prin-
cipally to the:low level, of purchases of such goods and; ' to a lesser extent, to
the restrictions on the granting of credit., This reduction; amounting to 0.8
billions, was approximately at the same rate as in the first six months of the
year, the highest. for any corresponding period oh record.’' However, by the mids
dle of 1943 saving in. this" form will? dlminish to a: relatively small figure.

Purchases of automoblles and other durable consumers' goods by individuaals’
amounted to close to 2,0 billions, not much different from the first and second
quarters of. 1942 but -a marked decline from the:average gquarterly levél'for 1941,
Purchases.of:homes. amounted. to: 0.3:-billions; soméwhat smaller than in the .first : -~
two quarters of .the’year:and-substantially. less than the quarterly figures for.
19410 . Do PECIIES I SV

) Finally,»lndiv&duale~saving in the form-of. private:insurance; mostly :1ife’
insurance, amounted- to 0;6:billiodns, :while itheir saving in.the form of.Governs-: -
ment insurance, mostly Soci3i Sécurity:funds, amountéd:to:0;% billions.:{This:
represented:d 'small -increase/dver their - saving :in theése “forms In-the preceding:
quarter, ...There was orily a:small rise in individuals! ‘mortgage debt,:reflecting
the comparatively.smzll -amount'of new private housing. - "Also, ~thére was ndt -.
much change in individuals' net absorption of municipal and corporate secur= ﬂ
ities,

Digitized for FRASTRe - above discussion is based on data presented Ln the followiné table
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‘GROSS SAVING OF INDIVIDUALS IN THE UNITED STATES L/
19401942

__(Billions of dollars)

' 1942 .
¢ 1940 1941 Jan.- Apr, - July-
, Mar. Junev Sept.,
- Gross Saving ‘ : 16,57  25.28 6.50 8.96 11.40
N Liquid Saving 2/ 4.77  10.84 4,18 6.45 9.13
- Gross Saving by Type
3 1. Currency and bank deposits 3/ + 3.70 + 5.60 - .10 +4.2.40 + 4.20
k\ 2, Savings and loan associations + .25 + .45 o + .05 + .03

. 2, Insurance and pension reserves .
a. Private insurance +1.70 + 2.04 + .57 + .53 + .62
g b. Government insurance + 1.24 + 1.9 + .40 + 60 + .72
v c. Total + 2,94 + 3.80 + .97 + 1,13 4+ 1.34
4, Securities
& a. Pederal | + .50 + 3.30 + 2.40 + 2,20 + 2.80
. b. . Municipal - .22 + ,02 - 06 . .03 +. .04
. c. Corporate and other - .56 - .58 + .28 + ,01 0
d. Total - .28 + 2,74 + 2.62 + 2.18 + 2.84
v 5. Nonfarm Dwellings 4/ v
. a. Purchases 5/ + 2.54 + 3.01 + .51 + .52 + .32
b. Chanée in debt + .88 + 1.08 + .12 + 015 + .11
- c. Saving (a minus b) +1.67 +1.92 + .39 ¢+ .36 + .21
" 6. Automobiles and other durable
consumers' goods &/ + 9,26 +11.44 + 1.82 + 1.99 + 1.95
r 7. Liquidation of debt, not
elsewhere classified 7/ - .97 - 67 + .80 + .8 + .83
r 1/ Does not include business or government saving.
= g/ Gross saving excluding purchases of homes as well as of automobiles and
g other durable consumers' goods.
1 é/ Includes currency, deposits in checking accounts, and dsposits in savings
p accounts.
4/ One - to four-family nonfarm homes.
. .
5/ All new construction less net acquisition of properties by non-individuals.
This series has been revised. "
é/ Purchases. The figures shown above include all passenger cars sold in the
, United States. No adjustment has been made for dealers' overallowances on
trade-ins.
Z/ Largely attributable to purchases of autombbiles and other durable con-

p

R 4

sumers' goods, although including some debt arising from purchases of
consumption goods. The other segments of individuals' debt have been
allocated to the assets to which they pertain, viz., saving in savings and

-loan associations, insurance, securities and homes.

,Note: Figures are rounded and will not necessarily add to totals.

The foregoing data have been compiled by the Commission from many

L different sources. Because of the nature of the figures, current data are
DQmﬂ”fmFRAﬁﬁgce§sarlly estimates and, therefore, are suybject to revision.
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COMPONENTS OF INDIVIDUALS' SAVING
1940 - 1942
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1940 1041 1942
1/ INCLUDES *LIQUIDATION OF DEBT NOT ELSEWHERE CLASSIFIED". SEE FOLLOWING CHART FOR BREAKDOWN.
" .2/ INCLUDES SAVING IN GOVERNMENT INSURANCE FUNDS.
3/ INCLUDES SAVING IN BAVINOS AND LOAN ASSOCIATIONS. DS-2192 ‘
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