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DISTRIBUTION OF WARTIME DEPOSIT
EXPANSION

Expansion of bank deposits continued
in 1944 as in previous war years. Deposits
in all commercial and mutual savings

banks, excluding interbank balances, have

more than doubled in the five years since
the end of 1939, increasing by about 7o bil-
lion dollars. Excluding the sharp increase
in United States Government deposits, the
five-year growth was so billion dollars.
Most of this growth has occurred in the
three years of this country’s active partici-
pation in the war. Accompanying the
deposit growth, there has also been an
unprecedented expansion in curtency in
circulation, amounting to 17 billion dollars.

Although the increase in total deposits
was larger during 1944 than for other war
years, this difference is fortuitous, reflecting
the sharp temporary rise in United States
Government deposits as a result of the Sixth
War Loan at the end of the year. Demand
deposits, as shown in the chart, increased
much less than in the two preceding wartime
years, but some of this reduced growth was
also due to the timing of war loan drives.
Time deposits, which increased little in the
early part of the war, have shown an accel-
erating rate of growth in the past two years.
Currency in citculation, not shown on the
chart, expanded by about 5 billion dollars
in both 1944 and 1943 and by almost as
much in 1942.

Some banks, communities, and classes of
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depositors have had a much larger share of
this increase than others. Analysis of de-
posit increases at individual member banks
between 1939 and 1943 showed fewer than
100 banks in which demand deposits had
increased by less than so per cent, while an

WARTIME GROWTH IN BANK DEPOSITS
ALL BANKS IN THE UNITED STATES
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equal number of banks had increases of over
soo per cent. The deposit expansion of
banks in the southern, western, and mid-
western part of the country has been much
greater than in the Middle Atlantic and
northeastern States. Deposits have grown
more at smaller banks than at larger ones,
partly for regional reasons since, generally
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speaking, more small banks are located in
the areas that showed the largest growth.
Farmers, other individuals, and wholesale
and retail trade concerns—typically a larger
proportion of depositors in small banks—
have had relatively more growth in deposit
holdings than other groups.

Growth of deposits produced by wartime
factors may be compared with the deposit
expansion of the last war, which was fol-
lowed by sizable deposit shifts and shrink-
ages for many banks. In view of this ex-
perience, questions are being raised as to the
likely movement of deposits after this war.
In determining their wartime investment
policies, bankers generally have endeavored
to provide the safety and mobility needed
to meet any losses of deposits that may oc-
cur after the war is over. Available evi-
dence indicates that most bankers are
adequately prepared for such contingencies.
There is no reason to expect that the over-
all deposit expansion of the war period
will be followed by a widespread contrac-
tion of total deposits. Yet almost every
banker can recognize some accounts that
are sure to be reduced, and many individual
bankers, perhaps a majority, expect de-
posits of their banks to decline.

It must be expected that the deposit levels
of some banks will decline considerably
from wartime levels, but at the same time
many banks will continue to gain deposits.
It need not be assumed that those banks
with the largest increases will necessarily
have the largest decreases. Analysis of
differences in deposit increases and of factors
causing them, presented in this Review,
have a bearing on the possible reshifting
in the postwar period.

RecionaL DrrrereNcEs IN DerosiT GROWTH

All sections of the country and most
banks have shown increases in deposits, but
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some have had more growth than others.
Even among such broad areas as Federal
Reserve districts, there have been marked
differences in deposit expansion. As shown
in the following table, the southern, west-
ern and midwestern districts have had pro-
portionately much greater gains than the
middle-Atlantic and northeastern districts.
Those areas that might be characterized
as predominately agricultural or metal
manufacturing and those in which the
specialized industries of shipbuilding and
aircraft have sprung up have had the
largest growth in deposits.

GrowTa 1IN Drrosits anp Currency HorpiNas
8Y DistricTs
[Percentage increases Dec. 30, 1939 to Dec. 30, 1944]

Federal
Demand .
. : Time Reserve
District deposits d N :
H eposits notes in
adjusted circulation
Boston...............o.oell 90 49 235
New York.................... 71 54 282
Philadelphia.................. 101 14 309
Cleveland. ................... 139 51 309
Richmond. . 185 63 547
Atlanta..... 211 80 683
Chicago......... et 143 92 267
St.Louis...........ooiinn. 154 50 380
Minneapolis e 141 60 238
Kansas City . 178 46 333
Dallas...... . 202 46 551
San Francisco................ 248 81 596
United States total....... 124 62 338

Note.—Figures do not include U. 8. Government deposits, which
have increased substantially, or interbank deposits.

Regional variations in expansion have
been much greater in demand deposits than
in time deposits. Increases in demand de-
posits for the five-year period varied among
Federal Reserve districts from 7o per cent to
250 per cent, while those in time deposits
were all less than 100 per cent. These
differences are true for the individual years
as well as for the war period as a whole.
In the earlier years time deposits showed
little or no growth, but in 1944 the growth
in time deposits was greater than that
in demand deposits, and in that year there
was much less variation among districts in
total deposit growth than there had been

Feperar, Reserve BuLrerin
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in previous years. Currency in circulation,
as nearly as its regional differences can be
measured by the issuance of Federal Reserve
notes, has expanded much more in some
districts than in others; increases for the
five-year period have ranged from 235 per
cent in the Boston District to 683 per cent in
the Atlanta District. Its regional pattern
has been roughly similar to that of demand
deposit expansion.

DEPOSIT GROWTH 1940 -1944
BY CLASS OF MEMBER BANK, AND BY DISTRICT

END OF 1939 < 100
FEDERAL RESERVE

RESERVE CITY BANKS COUNTRY BANKS

BOSTON

NEW YORK

PHILADELPHIA

CLEVELAND

RICHMGND

ATLANTA

CHICAGO

ST. Louis

MINNEAPOLIS

KANSAS CITY

DALLAS

SAN FRANCISCO

! | ! L
200 100 0o 200

o S m

* Figures do not include central reserve city banks.
these and all member banks, not shown on chart, are:

300 300
PER CENT PER CENT
END OF 1941
END OF 1944

Changes for

End of End of
Central reserve city banks: 1941 1944
New York..........oooiiiiiviiennn, 120 150
Chicago............................. 121 168
Total all member banks................. 123 201

Percentages based on growth of total demand deposits adjusted and
time deposits and exclude U. S. Government and interbank deposits
and items in the process of collection. All figures for end of 1944 are
estimated from preliminary data.

Increases in the total of adjusted demand
and time deposits by classes of banks, as
well as by Federal Reserve districts since
1939 and since 1941 are given in the accom-
panying chart. In each district country

banks have had a greater increase in depos-
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its than have city banks in the same
district, but in the districts of greatest
growth the city banks have generally out-
stripped country banks in other districts.

The chart also shows that the deposit
expansion that took place prior to our en-
try into the war was largest in the south-
eastern States. The Federal Reserve districts
of Richmond and Atlanta were the most
rapidly growing areas. In the period since
the entry of this country into active partici-
pation in the war, there has been relatively
more expansion of deposits on the west
coast and in the midwestern States, as well
as in the southeastern States. The largest
expansion has been in the San Francisco
District, with the Kansas City District,
which showed only moderate growth in
1940—41, in second place during the sub-
sequent period. The Minneapolis District,
which had the smallest rate of deposit
increase of any Federal Reserve district in
1940—41, has increased slightly more rapidly
than the national average since that period.
Throughout the period, the middle Atlantic
and northeastern States have had relatively
much less deposit expansion, with New
York City banks and those in the Phila-
delphia District showing the smallest rates
of increase for any area.

Differences in the pattern of deposit
growth are even greater among areas smaller
than Federal Reserve districts. Some States
have shown increases in total deposits four
and five times as great as other States. If
one were to consider still smaller areas, such
as particular cities or counties, the dispari-
ties would be greater. The map on the next
page shows by States for the period Decem-
ber 31, 1941 to June 30, 1944 the growth in
total deposits, exclusive of interbank bal-
ances, of insured commercial and all mutual
savings banks. The growth of deposits
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ranges from 30 per cent for Vermont to 150
per cent for Florida. The average increase
for the nation was 65 per cent for the two
and one-half year period.

The States having the largest relative
gains are mostly confined to three areas—the
western States, the central and plain States
running from North Dakota south to Texas,
and the southeastern States of Georgia and
Florida. Michigan is also close to these
groups. The States showing the smallest
relative gains are all in the New England
and North Atlantic area.

Di1rFERENCES BETWEEN LARGE
AND SMaLL Banks

Small banks have generally gained rela-
tively more in deposits than large banks.
As shown by the following table, 40 pet
cent of the member banks with demand de-

THE MONTH

posits of 5 million dollars or less showed
gains of 200 per cent or more from the end of
1939 to the end of 1943, the latest date for
which such data have been compiled. In
the same period less than 20 per cent of the
banks having deposits ranging from 5o to
500 million and less than 1o per cent of the
largest banks registered such gains. Nearly
a third of the largest banks had increases of
less than 50 per cent, while very few of the
small banks showed such small increases.
To some extent this differential experience
among banks is merely another aspect of the
area differences already discussed. Banks
in the areas showing the greatest gains are,
in general, smaller in size than those located
in the areas showing the smaller gains.
The large relative expansion of deposits in
the agricultural areas is also reflected as a
greater gain for small banks since such

WARTIME DEPOSIT EXPANSION BY STATES
PERCENTAGE INGREASES., DEC. 31, 1941 TO JUNE 30, 1944
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Note.—Percentage increases by States of all deposits, excluding interbank, in all insured commercial banks and all mutual savings
banks. Data for 1941 partially adjusted to include banks which subsequently became members of the F.D.I.C.
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DistrisuTion OF MEMBER BaNks BY PERCENTAGE INCREASE
1N Demand Drrosits AND BY Size Grour

Size groups on the basis of total
deposits in 1943

Percentage increase All — £s S
in demand deposits! |member| =2 =& =
in 1940-1943 banks S . S 83 S
%38 |32, 3
I3 ==y 88 =S
Sk <3 175 W
2° | 3% | g% | &%

==s = =29 o

Percentage of total banks in group

50 per cent or less..... .. 1 1 2 5 30
50-100 per cent.......... 12 9 17 22 43
100-150 per cent......... 26 24 32 39 9
150-200 per cent... .... 25 26 24 15 9
Over 200 per cent....... 36 40 25 19 9

All member banks. .. 100 100 100 100 100

Number of banks........ 6,254 || 4,662 | 1,365 204 23

1 Tpcrease in deposits of individuals, partnerships, and corporations
from Dec. 30, 1939, to Dec. 31, 1943.

banks predominate in such areas. For ex-
ample, in the Kansas City District, small
banks have gained deposits a little more
rapidly than large banks in the same dis-
trict. The same relationship holds for the
Boston District, but banks of all sizes in the
Kansas City District gained much more
rapidly than any size group in the Boston
District. This greater gain on the part of
small banks is also in part a reflection of the
ownership pattern of the deposit expansion,
which is discussed in the next section.

DirrERENCES BY TYPE oF DEPOSIT OWNERSHIP

Federal Reserve System surveys of demand
deposit ownership indicate that, particu-
larly in recent periods, accumulation of
deposits by individuals has been relatively
greater than that of businesses. Estimated

< rates of deposit growth by broad groups of’

depositors are shown in the following
table.

Cuances 1N OwNEersap o DEMaND DEposITS, 1941 TO 1944
[Estimated; amounts in billions of dollars]

Increase
July 31, | Dec. 31, -
1944 1941
Amount Pe;cgeent-
Domestic business........ 37.4 25.0 12.4 50
Personal ................ 18.6 10.0 8.6 86
Allotherl................ 3.6 2.6 1.0 38
Total................ 59.6 37.6 22.0 59

: Includes nonprofit organizations, trust funds of banks, and de-
posits of foreigners.
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The deposit surveys also show that the
increases are not confined to, or even mark-
edly concentrated in, the war industries.
It also appears that small business concerns
have had as much, possibly more, increase
in deposit balances than large ones. In-
creases in retail and wholesale trade and in
service businesses have been relatively large.
Manufacturing companies also showed sub-
stantial increases in cash up to the middle
of 1943. In the early war period the rap-
idly increasing volume of productive and
commercial transactions necessitated larger
business deposits. The same was true for
individuals, but to a much smaller degree.
As war production approached its peak, and
business balance requirements were satisfied,
a larger part of the available funds of cor-
porations were used to buy Government
bonds.

Individuals, on the other hand, have con-
tinued to accumulate deposits. During the
carly war period all of the deposit expansion
was in demand deposits, but since the begin-
ning of 1943 time deposits, which are
largely held by individuals, have grown con-
tinuously and at present their growth ex-
ceeds that of demand deposits. The expan-
sion of time deposits has been much more
evenly spread throughout the country than
the earlier growth of demand deposits. This
is part of the picture of lessened disparity
among banks and regions in growth of total
deposits during 1944 than in previous war
years.

DEerosit GrowTrE IN Last War

During the last war, as in this one, there
was a marked growth in bank deposits,
and in the early postwar period the expan-
sion continued at an accelerated rate. Al-
though this growth was less both in ab-
solute and relative terms than that of the
present war, its geographic pattern was
somewhat similar. From June 1914 to
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June 1919, total deposits, exclusive of inter-
bank, in all banks in the United States
increased by about 8o per cent. In some
of the New England States, the increase
was less than 30 per cent and in the northern
industrial States it was close to the average
for the nation. In most of the southern
and western agricultural States increases
amounted to 130 per cent or more. The
deposit increases in the far western States
wete not relatively as great as during this
war, but they were generally above the na-
tional average.

Between June 1919 and June 1920 there
was a further increase of 12 per cent in de-
posits of all banks. In this twelve-month
period there were wide differences among
regions. Such States as North Dakota and
Montana lost deposits and other grain belt
States showed only nominal, if any, gains.
There was also no growth at New York
City banks. During the same period, States
in the South Atlantic and west south central
areas registered gains as high as 35 per cent
tO 40 per cent.

The subsequent decline in deposits for the
country as a2 whole was but a small part of
the growth during the preceding years.
From June 1920 to June 1921, total deposits
decreased § per cent, and as nearly as can be
estimated the drop from the peak in the
spring of 1920 to the lowest point in the fall
of 1921 was less than 10 per cent. The
serious banking difficulties that began in
this period and continued for a number of
years were due to the shifting of deposits
from one area to another, not to the aggre-
gate decline. During the year ended June
1921 more than one-fourth of the States suf-
fered losses in deposits of 20 per cent or
more, but at the same time many New Eng-
land and ecastern States showed marked
increases. Insome States—Idaho, Georgia,
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and South Carolina, for example—the drain
of deposits amounted to nearly 30 per cent.

The States and regions which gained the
most in bank deposits during the war and
early postwar period subsequently suffered
the greatest loss of deposits. The greatest
gains and losses were registered in the agri-
cultural regions, especially the cotton
States; and the smallest gains and losses
were registered in the New England, Middle
Atlantic, and other industrial States. How-
ever, the same areas in which deposit fluc-
tuation had been the greatest, gained
substantially more deposits on balance from
1917 to 1922 than did those areas where the
fluctuations were less violent.

Banking history of the past war and post-
war period can not be taken as a guide to
probable developments after this war, but
it does indicate some of the elements to be
watched. The war period to date has been
analogous to that of the previous war in
that the expansion of deposits has been
much greater in some areas than in others.
It should be noted, however, that the de-
posit expansion continued at a rapid rate
in the period immediately following the last
war, and many of the banking difficulties
that followed were due to the speculative
excesses of that period.

Collapse of the postwar boom in 1920
put the banking system under great pres-
sure. The break in the inflated price
structure, and the liquidation of bank
loans advanced for speculation in securities,
commodities, and real estate combined to
create an acute pinch on banks. Many
banks lost deposits and were forced to sell
securities on an already depressed market
and to collect loans under pressure. Values
of loan collateral tumbled, bank losses
mounted, and failures became increasingly
common.

Feperar Reserve BuLLeTIN



REVIEW OF

An important contrast between this war
and the first World War appears with re-
spect to the expansion of bank loans. If a
speculative postwar expansion can be
avoided this time, the contrast will be even
more striking and more favorable for an
orderly postwar adjustment. During the
first World War, as shown in the chare,
commercial banks bought a relatively much
smaller part of the increased public debt,
but they financed a considerable portion of
it by lending on Government securities.
There was also a considerable loan expan-
sion for other purposes, particularly in
agricultural areas and to accumulate busi-
ness inventories, and this became more pro-
nounced in the early postwar period.

In contrast, during this war there has
been little loan expansion and none in the
past three years. Loans by larger city
banks to war producers have continued to
show some increase, but consumer credit

DEPOSITS, LOANS, AND GOVERNMENT SEGURITIES
ALL BANKS IN THE UNITED STATES
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has contracted considerably during the
war period and farmers have reduced their
debts to banks and others. Loans to
finance purchases of Government securities
have risen only temporarily during war
loan drives and the amounts have not been
comparable to those of the last war.

During the last war expansion of lend-
ing by banks was accompanied by heavy
borrowing by banks themselves. Subse-
quently when banks were attempting to get
free of debt they tended to press for the
repayment of loans. When agricultural
prices started to fall, banks had the double
problem of protecting their credits and of
getting themselves out of debt. In this war
there has been no substantial bank borrow-
ing except for temporary periods in the
money markets, and the great volume of
short-term Government securities held by
banks, discussed more fully later, gives
them an ample guarantee of liquidity.

The picture of time and savings deposits
during the last war presents one interesting
parallel with this war. Just as now, the
expansion of demand deposits got under
way very much earlier than that of time
deposits. But significantly, the time de-
posit expansion continued after demand
deposits began to decline. There was a
continuous contraction of demand deposits
at member banks from early 1920 to late
1921, but time deposits increased through-
out this period.

Factors 1n DerosiT EXPANSION AND
DistriBUuTION

Federal Government expenditures, reve-
nues, and borrowing have been the most
important influences in the growth and
distribution of incomes and liquid assets
during the war period. The Government
has spent large sums for war goods and
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services and these amounts have gone di-
rectly or indirectly to others as wages
and salaries, fees, profits, interest, and
other forms of income. The recipients in
turn have disposed of their incomes by
spending part of them, paying part in
taxes, buying Government securities, and
holding a part in the form of currency
or deposits with banks. The Government
has borrowed large amounts from banks,
and this has supplied new deposits for those
businesses and individuals who have chosen
to hold part of their incomes in this form.
Private activities have been similar to that
of the Government with respect to deposit
distribution, but they have not contributed
to deposit growth through bank credit ex-
pansion; private debt to banks and also to
creditors other than banks has declined.

Principal factors causing deposit expan-
sion during the war are expressed in quanti-
tative terms in the following table. As
shown, the major influence on deposit
expansion has been bank purchases of
United States Government securities and the
major offset has been the drain of currency
into circulation—one of the forms of cash
holding. Diminished bank holdings of
securities other than those of the United
States Government and gold losses have also
been minor contractive elements.

Facrors 1N Dgrosit CreaTION
December 31, 1941—December 31, 1944
[In billions of dollars, partly estimated]

. Expansive factors
Increase in holdings of U. S. Govt. securities:

Federal Reserve Banks. ................... ... 16.6
Commercial banks....... 56.0
Mutual savings banks......... . 4.6
Total factors expanding deposits. .  ..... 77.2
Contractive factors
Increase in currency in circulation................. 14.
Decrease in gold stock....................... 2

Decrease in bank loans....................
Decrease in bank holdings of other securities
Net of other factors .

Total factors contracting deposits. ............

18.4

Expansion of bank deposits:
Demand deposits—adjusted......................
U. S. Government deposits.......
Time deposits....................

Total expansion of bank deposit

58.8
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War expenditures and war finance have
been the basic factors in the wartime dis-
tribution of deposits, as well as in their
expansion. In some communities the Gov-
ernment has spent more than it has collected
through taxes or through the sale of securi-
ties, while in others the Government has
raised more funds than it has expended. A
great share of the effect of the war, how-
ever, is found in factors that lie beyond this
initial impact of receipts and disbursements.
Subcontracting and the purchases of agri-
cultural commodities and raw materials
have set in motion a secondary distribution
of funds. The broad shifts in production
to meet the requirements of war and the
attendant changes in relative prices, the
movement of population, geographic de-
centralization of industry, the establish-
ment of special military facilities (camps,
depots, arsenals, etc.) and the location of
industries in new atreas have all influenced
the distribution of deposit growth, both
among regions and among different classes
of depositors. The special concentration
of Government procurement in fields of
metal manufacturing and the considerable
advance in agricultural prices have tended
to channel funds to areas specializing in
such products.

Great disparity among banks in the scale
of deposit expansion is essentially a reflec-
tion of the adjustments that war has
forced upon our economy. The incomes of
most individuals and businesses have risen
greatly but some have not. There have
been great differences among areas and
industries. Some industries have shifted
to the manufacture of war goods and greatly
expanded their former production levels;
other industries have lost ground. Some
whole areas have lost population and
failed to keep pace with the country at
large. Banks have reflected the differences

FeEpERAL RESERVE BULLETIN
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of the arcas in which they are located, and
the differences in the clientele they serve.

As would be expected, deposit changes
among geographical areas have been parallel
to those of income. Florida, which ranked
first in deposit increase on the map previ-
ously shown, ranked second in income
increase from 1940 to 1943. New York,
which ranked forty-seventh in deposit in-
crease, ranked forty-eighth in income in-
crease, and Indiana ranked twenty-ninth in
both cases. Most other States show similar
close correlations.

There are also nonincome factors which
have influenced deposit distribution. Large
corporations operating in many ceaters
appear to have accumulated deposits more
at interior banks than in money markets.
It also appears that Government security
purchases by nonbank investors have been
an appreciably greater proportion of in-
come in some areas than in others.

Factors INnrLUuENCcING Postwar SHIFTS

Characteristics of the deposit growth
give some clues as to the factors that will
determine postwar deposit shifts. If the
diffusion of productive activity resulting
from the war is continued into the structure
of postwar production, if the relative bal-
ance of income of the major sectors of the
country—agriculture, labor, and industry—
is not greatly changed, and if the wartime
shifts in population are not reversed to any
significant degree, then major shifts in
deposit location are not likely. The ulti-
mate distribution of deposits depends on the
physical location of individuals and busi-
nesses and on the balance of payments
between the various sectors of the economy.

Reduction of the total volume of deposits
during the postwar period is likely to result
only from a decrease in bank holdings of
Government securities. Reduction of bank
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loans or holdings of other securities below
wartime levels seems unlikely. The large
bank holdings of United States Government
securities could be reduced after the war
only by debt retirement from budget sur-
pluses or by purchase of securities from
banks by others. While either one or
both of these circumstances may occur
under some conditions, it is not unlikely
that conditions will be such that banks
will increase their holdings of securities.
Periods of large budget surpluses and con-
sequent reduction in bank holdings of
Government securities also tend to be
periods of private debt expansion which
would sustain deposit levels. As to
purchase of Government securities from
banks by nonbank investors, there is some
question whether these investors as a group
will furcher expand their already large hold-
ings of securities. Some individuals might
buy Government securities from the bank-
ing system, but others might sell on an
equally large or even a larger scale. Further
purchases by business concerns are quite
unlikely if there is the expected volume of
capital expenditure.

It would also seem more likely that bank
loans would increase rather than decrease
after the war. There has been no net
expansion in loans since the end of 1941.
Some loans will be retired when the war
is over, but the amount of new loans
could easily be as great or much greater.
Some bank credit will be needed to finance
industrial reconversion and to aid in the
purchase of such items as automobiles, re-
frigerators, and other household furnish-
ings. There might also be substantial
increases in credit to finance home construc-
tion and to returning veterans.

Deposits might be increased in the post-
war period by a return flow of currency.
The amount of currency that has gone into
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circulation during the war should be more
than sufficient to take care of postwar needs.
Currency that is outstanding because of
special wartime influences, such as black
markets and population dislocation, may be
expected to return from circulation once
these factors disappear and outflows for
other purposes should dwindle or cease
when total incomes decline from high war-
time levels.

The reduction in our monetary gold stock
during the war has been the result mainly of
the limited amount of goods available for
purchase in this country by other countries.
When goods are again available for export,
other than through lend-lease, it is likely
that the gold movement will be reversed.

If total deposits remain at their present or
higher levels, it is obviously impossible for
all banks individually to lose deposits, or
for all individual depositors simultaneously
to reduce their balances. Someone must
hold the deposits. Spending does not re-
duce aggregate bank deposits; it merely
transfers a balance to another holder. The
merchant replacing his inventory transfers
his balance to the manufacturer; the indi-
vidual buying a refrigerator transfers his
balance to the merchant. If all depositors
attempt to reduce their bank balances
through spending the net result will be
increased velocity, not reduced volume of
deposits.

Some deposit loss from the more mush-
roomed war centers is likely. Localities
which have experienced phenomenal expan-
sion of types of war industry not easily
adaptable to peace production—shipbuild-
ing, aircraft, army camps, etc.—will lose
employment, income, and population.
These localities are for the most part spe-
cial cases apart from their surrounding
communities.

1I0

There also may well be some deposit
shifts of a milder, more general sort. Or-
dinarily during periods of increasing busi-
ness activity there is a noticeable movement
of deposits from the large cities to the
smaller cities and towns; and during periods
of economic recession there is usually a re-
verse movement. As the tempo of war pro-
duction declines, many business firms may
find themselves temporarily with excess
funds. There may be a tendency to concen-
trate these in the large metropolitan banks
awaiting further use. Shifts in deposits
away from agricultural areas might also
transpire in the postwar period if prices of
agricultural products should decline more
than other prices, or if more money is sent
out of these areas to pay for purchasesthan
flows back through sale of their products.

While the foregoing factors indicate a
shifting from smaller to larger banks, other
factors could work in the opposite direction.
If there are large capital expenditures for
deferred maintenance and new capital ex-
pansion, funds may shifc from businesses to
individuals and build up the balances of
small banks. Likewise, if manufacturing
should stay in some of the new sites, de-
posits would tend to stay where the wartime
growth has occurred. Retention and opera-
tion of war-built manufacturing plants in
the south and on the west coast would be
illustrative of this development. The loca-
tion of service and other subsidiary eco-
nomic functions would tend to follow the
pattern of the manufacturing location.

The absence of loan expansion minimizes
the chances for deposit redistribution, as
well as for deposit contraction. Since
there has been no considerable loan ex-
pansion during the war period and no
large amount of borrowing by banks, it
need not be expected that there would be
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any significant amount of loan contraction
following the war. Agricultural districts
will not be under pressure to liquidate
as they were following the last war. If
speculative loan expansion and bank bor-
rowing can continue to be avoided in the
early postwar period banking prospects
in many areas will be quite different from
those after the last war.

While some shifting of bank depeosits in
the early postwar period is probable, it may
be more moderate than is sometimes sup-
posed. Such movements as do take place
will not have distrupting effects on the
banking system as did those following the
last war.

LiQuipity oF THE BANKING SySTEM

The banking system is well equipped to
meet any deposit shifts that might occur.
On June 30, 1944, over 70 per cent of the
total loans and investments of all insured
commercial banks was in Government se-
curities and over one-half of these securities
had maturities of less than five years.
Even in country banks where liquidity
demands are relatively less than for the
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banking system in general, Government
securities with maturities of one year or less
constituted as much as 25 per cent of
all loans and investments. Cash assets
and Governments of less than one year
maturity represented more than 5o per cent
of the demand deposits of country banks.
These ratios correspond closely to those
maintained by money market banks in
prewar years.

With so much protection, it is hardly
conceivable that loss of deposits could ad-
versely affect any considerable number of
banks. Deposit shifts would indeed have to
be substantial and sudden to present a situa-
tion where maturing issues held in port-
folios would not supply the necessary funds.
Furthermore, such shifting of deposits as
may occur need not have an adverse effect
on the market for Government securities,
for whereas some banks will be forced to
sell, others will be able to buy with their
newly acquired funds. And if other re-
sources should be insufficient the credit
facilities of the Federal Reserve System

would always be available to member
banks.
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POSTWAR PROBLEMS AND POLICIES'

by

E. A. GOLDENWEISER

Mr. Chairman, ladies and gentlemen: I have
no doubt that you are interested in the subject
I am going to talk about tonight, because we all
are. I am going to paint a very broad picture,
made with sweeping brush strokes. I shall
cover a great deal more territory than I am com-
petent to cover, but it is important to have the
entire picture before us, even though parts of
it may be very imperfect, in order to find the
relationship of the particular field in which we
work to the entire wortld panorama. We
often see the particular little bailiwick with
which we are intimately familiar, and in which
our daily work lies, out of focus in relation to
the numerous forces which shape world affairs.
Even an amateurish and inexpert picture of all
phases of the problem may be worth while;
you can fill in the gaps, correct the mistakes,
and argue about the controversial positions.

What I am to talk about is postwar, and we
all pray for it to come soon. The postwar that
I am counting on is the end of the European
War in a few months at most, and the end of the
Japanese War a year or so later. Perhaps the
most important single thing to stress is that we
are all in the same boat; that industry and
agriculture, the employer and the worker, the
exporter and the importer, the United States
and the rest of the world all have a common
interest in establishing a prosperous group of
nations, ecach functioning in its own sphere
and in proper relationship with the others.
It is the sort of world which Mr. Willkie meant
by *“One World.”’

In the field of agriculture you will agree that
the most important thing is prosperity and
employment of nonagricultural workers. Agri-
culture has special problems, which you have
been discussing, and I would not presume to
say anything to you about them because I
would then be entirely over my head right from
the start. But you will agree that the principal

1 Address delivered at the Dinner Meeting of the Annual Agricul-
(agral Qutlook Conference, Washington, D. C., Nov. 14, 1944, with
iscussion.
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single factor in the success of agriculture, with-
out which all other factors would be inadequate
if not futile, is the maintenance of markets
among our own people. This means full em-
ployment at adequate pay, and a stable and
gradually rising national income.

In considering the prospects for postwar
prosperity, we are confronted first of all with
the problem of inflation. The principal thing
that could cause inflation is an attempt by the
public to convert liquid assets into goods and
services while they are scarce. Civilian goods
will not be in large supply immediately after the
war because there will have to be a reconversion
from the war effort. By the end of the war,
people will have in their possession a much
larger amount of liquid assets in the form of
cash, bank deposits, and Government securities,
than has ever been dreamed of in any country.
Individuals and businesses other than financial
institutions in the United States now have
liquid assets amounting to almost 200 billions
of dollars. If they should draw them out and
rush into the markets to satisfy their deferred
demands for various articles of comfort and
luxury and for capital goods, probably no con-
trols would be strong enough to hold the tide of
inflation; but I do not think that this will hap-
pen. People are likely to try to satisfy their
demands in a reasonable way as soon as possible.
I think, however, that many are likely to want
to hold on to their savings, and particulatly
those who are not too sure of having jobs con-
tinuously will hesitate to dissipate their nest
eggs. The large accumulation of liquid assets
in the hands of the people is far more significant
as a safeguard against serious deflation later
than it is as a danger of immediate inflation.

Recently I read articles by two sincere and
capable people who reached exactly the opposite
conclusions on the same factual analysis. One
thought people would rush to spend all of their
savings, and the other one thought they would
hold on to all their savings. Consequently,
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one ‘predicted a violent inflation, and the other
a violent deflation. My own thought differs
from that of either of them; I am in the middle
of the road. I think we are going to have some
spending, but not an orgy of speading. I think
we will act rationally and continue to exercise
in sufficient measure the controls to which we
are now accustomed in order to hold the dam
until such time as the flow of goods will be
equal to the demand. I think, therefore, that
we are likely to escape in this postwar period
inflationary contortions such as we experienced
after the last war.

MAGNITUDE OF PROBLEM

A much more serious and lasting problem—
the one that will subject the effectiveness of
our institutions to a crucial test—will be the
problem of finding jobs for people releaséd from
the services and from war industries. We are
going to have about 6o million people in the
labor force two years after victory. If we allow
for about 2 millions in frictional unemployment,
which is largely transition from one job to
another, we have to find 58 million jobs. That
is 12 million more than we had in 1940. It
allows, even at that, for withdrawal from
the labor force of 4 million of the 614 million
people now in uniform or industry who would
not normally be employed. Some of these
are either too young or too old to be at work
normally; some are women with families who
would rather stay at home to take care of
the children. Should they go back to non-
employment, we would still have §8 million
jobs to find. These figures include persons in
the armed forces.

In order to have enough jobs for these people
two years after the war we must have a gross
national output at 1943 prices of something like
170 billion dollars a year, which corresponds
to a national income of about 140 billions a
year. We use the larger of the two figures, the
national product, because it measures what is
actually produced. The difference between na-
tional product and national income is largely
two items, depreciation and business taxes;
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it is easier to subdivide the total before these
items are deducted. We state these figures in
dollars only because the dollar is a unit of
measurement common to machines, toothpicks,
services, and all of the things which have to be
added together. I think the figures could be
expressed in index numbers just as well as in
dollars. They are more reliable as an indica-
tion of trends than as a measure of quantity.

In indicating that gross national output must
be 170 billion dollars, I assume that prices
will remain at the 1943 level.  If prices go
down, the same output will be represented by a
smaller figure, and if prices go up, the amount
will go up. What we are talking about is a
measure of physical quantity of production
expressed for convenience in dollars.

This 170 billion dollars allows for a 15 per
cent reduction from the volume of national
output we have now. That 15 per cent reduc-
tion can occur without too much unemploy-
ment for three reasons: (1) the withdrawal of 4
million persons from the labor force, already
mentioned; (2) a reduction in hours of labor
from 48 to, say, about 4o; and (3) the shifting
of many workers to jobs where they will produce
less in an hour than they did in highly mecha-
nized war work. These three factors would
permit a reduction of 1§ per cent in gross output
without causing unemployment. At the same
time, we allow for an increase in productivity
per man hour of about 10 per cent over prewar.

When you are thinking about 170 billions as
compared with something like go billions in
1939, you do not want to think this represents
a 9o per cent increase in output. You want to
remember that the 170 includes an increase in
prices that has occurred since 1939, so that what
we are talking about is an increase of something
a little over 5o per cent.

With all these explanations, we have to find
enough production to add up to something like
170 billions, if we are going to keep the people
employed. Of this, about 30 billions may be
work for the Federal, State, and municipal
governments; about 113 billions may be taken
off the market by consumers, and about 27
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billions may represent demand for producers’
goods. You can distribute the whole among
the parts in some other way. You can have
more consumption goods and less producers’
goods, or more Government spending and less
private purchases, or less Government spending
and more buying by consumers. These figures
are based on such estimates as are possible on
the basis of more-or-less reasonable prob-
abilities.

To attain the goal we will have to have an
enormous increase of consumption of all kinds
of goods. We will have to have building
on an unprecedented scale. We will have to
have a very large outlay for new plant and
equipment, a building up of inventories, about
2 billion dollars of excess of exports over im-
ports, and various other items. We will have
to do a very good job of production and con-
sumption, indeed, and it will require every
effort of which we are capable.

The other extreme from this 170 billions
would be something like 110 billions, which
is the figure for 1939 raised by the increase in
the price level through 1943. If we allowed
our total production to go down to that level,
we would have 20 million unemployed, and
that, of course, is absolutely unthinkable and
intolerable. Our future economic destiny lies
somewhere between having production of 170
billions and 2 million unemployed, and produc-
tion of 110 billions and 20 million unemployed.
The ncarer we come to the top figure the more
it will have been worth while to fight for our
institutions, and the closer we get to the bottom
figure the more of a defeat we shall have to
accept for our economic and political institu-
tions. I do not think that we need to be
defeatists about this. We have a formidable
task, but we have shown that we are capable of
petforming formidable tasks. If we analyze
the problem, and get the judgment of the best
people in the country on the subject, and
formulate our course of action, and stick to it,
we shall find a solution.
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ATtTEMPT TO FRAME A COMPREHENSIVE PROGRAM

I am going to propose a program here and
now, with all humility, recognizing my own
limitations, but with the conviction that the
one thing we can not afford to dois drift. I am
going to offer something for you to consider.
Let those who can do better try it, fill in the
gaps, amend the program; what we need is to
crystallize the best thought we can muster
on this crucial subject.

In this program I assume that we are going
to keep all the war controls necessary until the
flow of goods from factories to civilians is
suflicient to meet the demand. I take it for
granted that we are going to have a rational
demobilization program. I assume that hours
of labor will be reduced to prewar, but that
further reduction in hours will wait until our
productivity is such that all essential needs can
be met and we can afford to take it easier. Any
reduction based on share-the-work philosophy
would be short-sighted policy.

1. Peace. Our first and foremost objective
should be peace. We have helped to lay the
corner stone for peace in the Dumbarton Oaks
agreements, and I think they should be carried
through successfully.

2. Masntenance of income. Second is mainte-
nance of income, and under that the first item is
wage policy. The policy that commends itself
to me is a reasonable adjustment of wages to
increases in the cost of living, with further
increases as productivity increases. I am not
going to expand on each of the planks in this
platform because that would keep you here
until morning.

The other part of the maintenance of income
program is agricultural policy. On that, you
are the ones who ought to tell me, but I have
jotted down a few items that might go into a
program. We have to maintain food standards.
We have to encourage the diversion from agri-
culture of such eclements as are not needed to
raise the ecomomically necessary amount of
product. We have to find means for main-
taining agricultural income. We must include
crop insurance. This is merely an indication
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of the general line I would take, with emphasis
that in agriculture as in industry we must
maintain income.

3. Government guarantees. The Government
should guarantee to every American a minimum
standard. We have a kind of minimum now
in that we don’t intend to have anyone starve
or freeze or go without shelter, but it differs too
widely. It depends too much on the dis-
organized action of individuals and groups.
There should be established a standard of living
below which no person in this country needs to
fall under any circumstances; a minimum of
food, a minimum of clothing, a minimum of
shelter, education, and medical care, and even
of money. That is the floor on which to start,
and below which no one should have to fall.
I think that is basic. I think our minimum
standard is too low, and we have to find means
of raising it.

As a part of this I suggest that we ought to
have better organization among the lowest
income groups; where we have effective or-
ganization we usually have better standards. I
think that the best way in which standards
can be obtained without too much Government
interference is by increased bargaining power,
and bargaining power means organization.
Therefore, what we need is better organization
among the lower income groups. This should
be a broad objective of public policy. I am
not prepared to outline the means of achiev-
ing it.

As a part of Government guarantees we should
have expanded social security. Our social in-
surance program does not cover enough of our
population or all of the risks which are properly
insurable, and benefits are too small in amount
and too short in duration. Nearly all coun-
tries other than the United States, for instance,
have made health an important part of their
social insurance systems. These shortcomings
are now recognized and probably will be cor-
rected, but an adequate social insurance program
should be mentioned as a part of the economic
program because it would counter deflation and
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give the people a greater feeling of assurance
in planning ahead.

The other thing that I think the Government
ought to guarantee is some kind of job to every
person who can work. If a person has done all
he can to find a job and still can’t find one, the
Government ought to offer him a job. The
worker should be encouraged to look for other
work, perhaps by lower wages or otherwise.
Mind you, this does not apply to regular
Government projects, only to the marginal
element. I think that the least costly and the
most direct and effective way to assure that a
deflationary cycle does not get under way is to
see to it that no one who is able and willing to
work need be idle. There are ways for the
Government to do that and it is my conviction
that if the Government undertook to do it there
would be more feeling of security and less
hesitation about continuing normal standards
of living. Consequently a deflationary cycle
would be less likely to get under way and
there would be less occasion than otherwise for
the Government to do much spending for the
purpose.

4. Public works. A broad policy of public
works should be adopted. It could include a
great many things such as roads, schools, li-
braties, hospitals, recreation facilities, irriga-
tion, drainage, urban rehabilitation, and im-
provement in facilities available to farmers.
Public works should be timed so as to help
stabilize the economy by undertaking more in
petiods of economic decline and less at times of
a threaténing boom. Wages in such public
works should be at standard levels. The provi-
sion for guaranteeing jobs would come into
effect only as a last resort when, after the
regular public works were under way, some
persons would still be unable to find employ-
ment.

5. Government regulation. The next heading is
Government regulation. I think we should
have a vigorous policy of discouraging monop-
olistic practices that, through limiting or
destroying competition, curtail output and
sustain artificially high prices. The play of
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economic forces in a competitive economy
should not be interfered with by monopoly
controls. I do not believe that all economic ills
can be cured in this way, but encouraging free
competition and insisting on fair business
practices should be part of the over-all program.

The other phase of Government regulation
that I wish to mention—one usually listed under
a different heading—is taxation. Taxation
should be viewed as part of the social and
economic program and should be so designed as
to encourage economic stability and progress.
There should be no sales tax because it falls
heavily on the poor and discourages consump-
tion. Income taxes should be the greatest
single instrument in the tax field, but they
should be as moderate as is consistent with
providing necessary income for the Government.
Business taxes should not be so high as to dis-
courage enterprise unduly and there should be
some relief from double taxation of distributed
corporate earnings. Special care should be
taken to leave sufficient incentive for small and
new business. In figuring income taxes there
should be more liberal allowance for losses in
order to encourage risk-taking; if windfall
profits are taxed there should be adequate
deductions for losses. This point is being
recognized and is being incorporated in various
recommendations.

It may be that we ought to have the Swedish
plan of reducing taxes for plant construction
during periods of depression. Perhaps we
should have a somewhat flexible scale of taxa-
tion by which the Administration would have
authority to give tax incentives for construc-
tion expenditures in periods of business contrac-
tion so that people would try to build then
rather than in periods of expansion. Whether
this plan would fit our conditions nceds to be
examined, but it has an appeal as a reasonable
means for reducing fluctuations in economic
activity.

6. The budger. Let us now turn to the way
all these policies will be reflected in the budget.
In a period of prosperity every attempt should
be made to balance the budget and to diminish
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the public debt, but in a period of recession very
little attention should be paid to the budget.
It is better to unbalance it deliberately by doing
the things that need to be done to stem depres-
sion, rather than to permit it to be unbalanced
by hasty emergency outlays and a reduction in
tax revenue, as has been the case in the past.
The thing I wish to stress in connection with
the budget is that it should not be considered
of paramount importance in and of itself. In
time of depression, we should do what is neces-
sary in the general program, and, if this results
in expenditures above receipts, that does not
matter and can not be avoided in any case.
With the return of prosperity, tax revenue is
likely to rise, even with no increase in rates,
and then we should balance the budget and
reduce the debt. What I want to emphasize is
that ncither budget balancing nor deficit fi-
pancing is in itself a program or a remedy for
economic ills. Both policies should be viewed
as the resultants of carrying out a rational
cconomic program. With such a program the
budget will take care of itself; without it any
budget policy will be wholly ineffective.

7. International trade. In international trade
we need two particular things, besides many
others that can not be discussed now. One is
a rational commercial policy adapted to a
creditor nation, which means that in the long
run we have to import more goods than we sell
abroad. We can not be a creditor nation and
have what is erroneously called a favorable
balance of trade. Whether we work through
trade agreements or otherwise is another ques-
tion, but we have to have a commercial policy
that fits in with our international responsibili-
ties and with our position as a creditor nation.
Second, we ought to adopt some plan like the
Bretton Woods Monetary Fund in order co
establish stability in the exchanges, provide for
flexibility when necessary, and help in emer-
gencies. We also ought to encourage inter-
national investment, which will be absolutely
necessary in the liberated countries and in the
development of new resources in many other
countries. For that purpose there was pro-
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posed at Bretton Woods a well worked-out plan
of international organization for investment
purposes.

8. Money and credit. In the monetary field
we must in the first place maintain the value of
Government bonds. In view of the fact that
all kinds of people and businesses and institu-
tions will be holding bonds, their value must
remain stable. This will have to be one of the
financial cornerstones. With the enormous
volume of potential investment funds in the
hands of the public, it is improbable that there
will be any tendency for bonds to decline in
value. Nevertheless, the decision to maintain
their value must be made, and followed by ac-
tion if it should become necessary. This coun-
try will have to adjust itself to a 234 per cent
interest rate as the return on safe, long-time
money, because the time has come when re-
turns on pioneering capital can no longer be
unlimited as they were in the past. That does
not mean that short-time money rates should
not move up and down. But I do not want to
go into detail at this time about the moncy
market mechanism.

We have to have liberal financing arrange-
ments for reconversion, particularly of small
businesses. I think large business has such vast
resources and knows the ropes so well that it
can be depended upon to take care of itself,
but it is essential to have provision, through
banks or other institutions, to take care of the
requirements of small business in reconversion.

The central banking mechanism must retain
all the powers it has, both quantitative and
qualitative. Probably there should be an
increase in Federal Reserve powers over reserve
requirements in order to give the System more
influence over the expansion of credit than it
has had since the great inflow of gold. Existing
qualitative controls over speculative loans in
the stock market and too easy terms on instal-
ment credit should be developed further, and
other selective controls should be established
for, say, real-estate and commodity loans.
Those weapons should be added to the arsenal
of restraints available to monetary policy.
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In the management of the banking system
emphasis should be on seeing that banks render
services commensurate with their cost to the
community. Banks’ earnings must be adequate
to secure sufficient capital, to pay expenses, to
yield a reasonable return, and no more. With
the very large growth in the Government port-
folio, there is danger that bank earnings will be
unnecessarily large. Some device must be found
to prevent this from happening for this would
be no more desirable than it would be to permit
the banks to suffer from inadequate earnings.
The banking function, like every other economic
function, is justified only insofar as it gives
service for the returns it receives and the policy
of the banking authorities should be guided by
that principle.

9. Agency for formulating economic policies. 1
think this covers pretty nearly the entire water-
front, except that we have to have in the
Government a place for formulating over-all
cconomic policies. We have to have a person
in Washington whose duty it is to do that and
to present his conclusions for consideration to
the President, to the Congress, and to the
Cabinet. This person should probably be
located in the Execcutive Offices and he should
have advisory committees drawn from the De-
partments, from Congress, and from the various
economic groups of the population. He should
have access to all available information and
tesponsibility for using the information in
working out programs. Neither the President
nor the Cabinet nor Congress can do this work.
Someone must have the function of serving them
and the country in this way. He should have
no powers beyond that of making recommenda-
tions. All the work that is being done here in
Washington and in the States should be brought
into focus by an agency specifically charged with
that duty.

-~ * » ES

This program no doubt sounds presumptuous,

but think it over and give the country the

benefit of your thoughts. On the whole there
is a surprising unanimity in the trend of public
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opinion on these subjects; differences are largely
over details. The general idea that prosperity
depends upon maintenance of employment and
a gradually rising national income is generally
accepted. The old view that the economy needs
a periodic deflationary purge has been largely
abandoned. I think that if we find an over-all
program that will accomplish the results here
outlined we shall not have fought this wir in
vain. We shall have good prospects of main-
taining over this and future generations our
form of economic organization and our stand-
ards of political and social justice.

Question: Mr. Goldenweiser can undoubtedly
explain what secemed to me a contradiction.
If T understood him correctly, for averting un-
employment of some 20 millions he relied
partly on exports in excess of imports to the
extent of perhaps 2 billion dollars. Later he
seemed to say that, as a creditor nation, it
was essential as a part of our program that we
import more than we export.

Mr. Goldenweiser: That is a perfectly legiti-
mate question. There is a contradiction, but
the answer is a simple one. The first state-
ment referred to the immediate postwar years.
Most countries will not have anything to
export then and will need our goods, and so
we can count on an export balance. But
for the longer run we must have policies that
will reverse the balance of trade. A creditor
nation, which we are, must import more than
it exports.

Question: I should like to ask two questions,
one of which may appear to be a question of
minor detail. With respect to wage policies I
understood Mr. Goldenweiser to say that we
should have a ‘‘reasonable adjustment of
wages to the cost of living.”” I assume, to be
logical and consistent, he would mean wages
should be adjusted downward as an offset to
the tremendous increase in savings which has
occurred. But I am afraid what he means is
that wages should be adjusted upward to take
into account the increase in the cost of living
over and above the increase now allowed under
the Little Steel Formula. And if this is what
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you mean, Mr. Goldenweiser, don’t you think
that would set off the forces of inflation more
than anything else?

My second question has to do with psy-
chology. Does Mr. Goldenweiser really believe
what he has told us?

Mr. Goldenweiser: My answer is, Yes.

Question: It seems to me, then, you have
adhered very strictly to your proposition that
the economist should not have the bias of con-
sistency. In discussing the conditions which
would give rise to full employment, I under-
stood Mr. Goldenweiser to say we must have a
major housing program, we must have a high
rate of business investment, and we must
build up inventories—all things which must
come to an end, just as they came to an end in
1929. It seems to me there runs through Mr.
Goldenweiser’s talk a fatalism which says we
do these things during periods of prosperity and
these things during periods of depression. What
I want to ask is, Do you think we can stabilize
anywhere except at the top or at the bottom?

Mr. Goldenweiser: I think you are doing
yourself an injustice when you call these minor
questions of detail. They are the most funda-
mental and most controversidl questions that
can be asked; but they are perfectly legitimate
questions. .

There are more than two questions. If I
overlook any of them, you call me back. First,
about wages. I do not believe that wages
should be adjusted downward to offset the in-
crease in savings. If proper controls over
spending are retained until reconversion has
been accomplished, these savings will not
produce inflation, and after reconversion they
will provide a backlog of security that will
make their owners less hesitant to spend cur-
rent income. Nor do I believe that we would
start an inflationary cycle by permicting an
upward adjustment of wages in those industries
where real earnings have not been maintained
at the prewar level. Wage and salary control,
price ceilings, rationing, etc., are all parts of a
national effort to prevent inflation during a
time when winning the war must be the major
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objective of the economy. Application of the
principle of adjusting wages to the cost of living
is not a sound general policy because on the
upside, which is what is under discussion, it
leads to an inflationary spiral. But when in-
justices have developed during a period of war-
time controls a once-for-all rectification may
become necessary.

The questioner also asks whether doing all
the things that he enumerates would make it
possible for us to stabilize at the top, or whether
ultimately they would make us fall to the
bottom. I think we should aim for stability
at the top and that the goal is not impossibly
high. If we have an adequate volume of goods
to distribute and an adequate distribution of
income, we should be able to stay at the top.
But in the top to which I refer markets as well
as production must be sustained, and specula-
tive overexpansion has no place. The point
is that, with a proper distribution of income,
there will be purchasers for a large volume of
production and there need be no repetition of
the 1929 collapse. It will be a difficult job,
but we owe it to ourselves not to permit our
thinking to be dominated by the defeatist point
of view that reasonable prosperity must be fol-
lowed by collapse. We have been fighting
against extreme fluctuations ever since the
invasion of machinery and we have gradually
learned how to fight more effectively. I think
it is time that we became masters of the machine.

Question: Do you think it is possible to
institute the social guarantee of minimum wages
and the minimum standard of living, and so on,
without sacrificing our free, competitive entet-
prise system?

Mr. Goldenweiser: I am convinced that if we
fail to do so we will certainly sacrifice our free
competitive system. If we permit nature to
take its course, the way we did after the last
war, we will invite the loss of free enterprise
and all of our liberties. Our one chance to
maintain a free enterprise system is to make it
produce the standard of living a wealthy and
self-respecting country should provide for its
population. I believe it is desirable to do this
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with a minimum sacrifice of independence and,
if I did not belicve there was a chance of doing
it, I would not advocate it. I would be a de-
featist and say that we might just as well em-
brace communism or fascism, or some other
“ism.”” We know from observation that to-
talitarianism can eliminate unemployment, and
we know from experience that war can do the
same. We do not want totalitarianism, be-
cause we know that while it accomplishes
certain results it does so in a way thac sacrifices
things that are more sacred. We do not want
war. Itis my firm conviction that full employ-
ment and a rising standard of living can be
achieved within the framework of democratic
institutions and economic free enterprise, even
as other economically and socially necessary
objectives have been achieved. I think what
I am proposing is consistent with free enter-
prise and consistent with democracy, so much
so that I am convinced it is the only condition
under which free enterprise and democracy will
survive—even as long as those of us who
haven’t very many more years to live will be
here to enjoy it.

Question: I should like to ask a question con-
cerning your platform. It seems to me that
you may have left out one plank. I have
toyed with the idea—but I do not quite know
how to handle it—that what we had during
the thirties in the form of unemployment was
really concentrated leisure. In the future,
given this floor of the standard of minimum:
welfare that you have set up in one goal and
to which I certainly agree, I wonder if then we
do not have to work into our equation, or into
our thinking about employment, more leisure-
time for everyone, or are we going to have it
concentrated again inthe form of unemployment?

You see, when we develop these estimates of
the gross national production we talk about
increasing aggregate consumption, and in-
creasing goods for export, because we can not
sce readily how the entire gross product may be
consumed or utilized. Now I wonder in that
summation if leisure shouldn’t be included as a
product; then we won’t have to reach quite so
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high to maintain a satisfactory level of eco-
nomic activity?

Mr. Goldenweiser: In other words, you would
like to have an adequate standard of leisure as
well as an adequate standard of labor. I think
that is desirable provided the leisure is not
accompanied by want. There should be in-
cluded in any program the amount of leisure
that the country can afford but I think that it
would be a fatal mistake to reduce output
materially by a reduction of hours before we
have produced enough to give every person in
the United States the minimum necessary for a
decent standard of living. It is my opinion
that we need to work 39 or 40 hours a week in
order to produce the goods and services without
which additional leisure could not be enjoyed.
The amount of leisure should increase just as
soon as our productivity increases enough to
assure us the kind of a standard we want with
less labor. I consider leisure as something we
should have more of when we can afford it.

Question: I want to put in a word for a better
distribution of leisure. I think you do need
another plank, Mr. Goldenweiser, and I go to
Bradford and to the Plymouth Colony to get it:
““He who does not work shall not eat.”” The
point of that is that as you develop this process
of guaranteeing everybody a living, there are
a lot of people who are not going to work very
much unless they have to. So I am putting in
a word for a better distribution of leisure.

While on my feet I would like to say a word
about the point brought up, and your answer.
I don’t think your answer was quite as good as
it could be. One important point is, that you
have the problem of adjusting from a wartime
wage to a wage-rate basis where the wage rate
is much more important than it is now; that is,
it is the basic thing. And so it seems to me
that it is practically necessary to a healthful
economy that we have some adjustment in the
wage rate to offset, in part at least, the loss of
overtime payments; and that this can be done
with increased productivity so that it will not
significantly affect the whole policy and price
system.
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Mr. Goldenweiser: I agree on the point about
wages. The correction and amplification of my
reply are entirely in line with my own thinking.

Question: If, as Mr. Goldenweiser suggests,
the United States adopts a ‘‘national minimum,”’
shall aid be given by a ‘‘negative income tax’
with the recipient free to use the public funds
as he will, or perhaps with stipulations as to
permissible use; or shall contributions be made
in kind, by the direct provision of public hous-
ing or of other goods?

Mr. Goldenweiser: I am going to sidestep this
question on the general ground that it is a
question of detailed procedure. Specific meas-
ures will have to be worked out by qualified
persons and coordinated in an over-all program
by the person charged with this responsibility.
Naturally I don’t think we would say to a
person, ““You must live in that house ot in this
house.”” We have already established minimum
housing standards in many cities by requiring
that tenement houses must provide a certain
minimum number of cubic feet per person, etc.
It is along such lines, and through making it
possible for people to afford the minimum after
it has been provided, that I would work.

Question: One of the things which lies at the
base of what little optimism I have about the
postwar picture is the fact that in the centers of
economic power, in this country and abroad,
there are people with fundamental ideas about
what is necessary, if we are to accomplish re-
sults. I doubt that at the end of the last war
such a situation existed; a great many things
were allowed to take their course then as a
matter of automatic economic principle or law.
They probably will not be permitted to take
their course this time. We have had an ex-
cellent demonstration of that tonight.

That is a prelude to my question, Can we—
the American people—count on the type of
credit and monetary policies on the part of the
responsible organs of the United States Govern-
ment which will contribute to the maintenance
of prosperity? I am perfectly willing to admit
that these policies are not all that is involved,
but I do believe they play an importanc part.
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Can we count on the type of policies which will
contribute to a gross national product of 170
billion dollars and net national income of 140
billions?

Mr. Goldenweiser: If I understand your ques-
tion, it is whether we can count on the kind of
Government action—and I should imagine you
would add private action—that would result
in what I'set up as a goal. Ihopeso. Ithink
it is possible, unfortunately, that we will fall
short of the goal. But if we keep the goal in
mind, and enough of us all over the country
and here in Washington get together, it can
be attained. I have profound faith in that.
I have been predicting that we are going to have
a pretty serious depression within two or three
years, and one of the reasons for the prediction
was that I felt the people should recognize
where our danger lies. I hoped that if the
people were aware of the danger it could be
averted, thus accomplishing the purpose of
most economic prophecies. If we make up our
minds to act with determination and purpose,
we won't fall down very badly. I am sure that
we will muddle but I hope that we will muddle
through rather than just muddle.

Question: To bring out a question that bothers
me I offer a statement made by a banker in New
York: “T would be in favor of this thing they
call functional finance—namely, using the
Government’s taxing and spending powers to
stabilize the economy—if I thought that in a
democratic society we would ever have the
courage at a time of expansion to do anything
and have our Government do anything that
would be deflationary.”” That is to say, will
we tax at a time when we ought to tax in order
to prevent inflation, or won't we? Now, we
didn’t during the war. What hope is there
that we will after the war?

Mr. Goldenweiser: I think that we shall move
in that ditection. And I don’t think that you
are giving quite enough credit to what has
been done. During the war, in spite of the fact
that we asked for more taxes and only got
part of what we wanted, in retrospect and con-
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sidering the former tax levels in this country,
we have done a fairly good job. When on the
whole the people pay one-third of the national
income in taxes, and some people pay as much
as go per cent of their incomes, there has been
a pretty good job of taxing.

I think that the Federal Reserve System, with
all its faults, showed sufficient foresight to raise
reserve requirements when inflation threatened.
It got kicked all over the place as a resule, but
that is one of the functions of the Federal Re-
serve System. And even though pressure groups
and political difficulties continue, I believe the
System will manage to do its job.

Your question on taxation reminds me of the
very picturesque description Keynes gave the
other night of the way the tax system works in
England. He said that, if a surgical operation
cost a wealthy individual in England 100
pounds, it would take 4,000 pounds of income
to pay for the operation. The surgeon who got
the 100 pounds, if wealthy like his patient,
would only have 234 pounds left for himself
after he paid the tax on his fec. That is one
way of saying that for upper brackets the
income tax rate is 9734 per cent. We don’t
go quite that high, but we come pretty close
to it.

But even that story can be beaten by what a
wealthy Australian told me once. He said that
by the time he had paid the local taxes he had
paid 103 per cent of his income in income tax.
Well, he didn’t get any crocodile tears out of
me, because his story proved that living on his
principal wouldn’t do him much damage. The
point is that we have made a good tax effort
even though we haven't reached these heights.
Many of you arc young folks, but all of you can
remember when our income tax didn't affect
incomes under $3,000, when our income-tax
payments were more or less in the petty cash
column. The income-tax blanks we have to
face now represent such a tremendous change
that I think we are underrating our own courage
when we say we cannot act to prevent inflation.
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LAW DEPARTMENT

Administrative interpretations of banking laws, new regulations issued by
the Board of Governors, and other similar material.

Consumer Credit
Rural Electrification Credit

With respect to the applicability of Regula-
tion W to credit extended by Rural Electrifica-
tion Administration cooperatives to finance the
wiring of farm homes, barns and outbuildings,
the Board has ruled that credit extended to cover
the wiring and fixtures installed within the farm
house would be subject to the Regulation, but
that credit extended to cover all other fixtures
for general farm use, including leads to the
power line from the farm, and fixtures used in
barns and outbuildings (which are usually of
waterproof construction and not of a kind com-
monly used in a home) would be exempt under
section 8(%).

Repair or Installation of Coal Stoker

Questions have been raised recently as to the
application of section 8(») of Regulation W to
credit for the repair or installation of coal
stokers. It has accordingly been considered

desirable to consolidate and clarify certain
previous rulings on this subject:

1. Credit for the repair of a stoker is exempt.

2. Credit for the replacement of a stoker that
is worn out, damaged beyond repair, or
destroyed is exempt.

3. Credit for a stoker that is to be installed
in a heating system to be converted from
oil to coal is exempt.

4. Credit for a stoker that is to be installed
in a heating system to be converted from
hand-fired coal to stoker-fired coal is
exempt.

The last item modifies slightly the Board’s
ruling published in the 1942 Federal Reserve
BurLeTIN at page 99o0. Since the coal for which
stokers are designed and which is generally used
for stoker-firing is of a different kind from that
for which hand-fired furnaces are designed and
which is generally used for hand-firing, the
heating equipment can be said to be converted
to the use of another fuel, even though in a few
instances the kinds of coal used before and after
the conversion may be similar.
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CURRENT EVENTS

Changes in the Board’s Staff

Mr. Lawrence Clayton, who has been Assist-
ant to the Chairman of the Board of Governors
since December 1934, resigned in January to
become President of Clayton Securities Corpora-
tion of Boston.

Mr. Elliott Thurston, who has been Special
Assistant to the Chairman since May 1935, was
appointed Assistant to the Chairman, cffective
February 1, 1945.

Dr. E. A. Goldenweiser, who has been a mem-
ber of the Board’s Division of Research and Sta-
tistics since March 1919 and Director of the
Division since January 1927, was appointed to
the newly created position of Economic Adviser,
effective February 1, 1945.

Dr. Goldenweiser was succeeded as Director
of the Division of Research and Statistics by Mr.
Woodlief Thomas, who has been Assistant Direc-
tor of the Division since November 1934. For
13 years prior to that time he had been engaged
in research work for the Federal Reserve System,
serving at various times with the Federal Reserve
Bank of Philadelphia, the Federal Reserve Bank
of New York, and the Board.

Effective February 1, 1945, Mr. Howard S.
Ellis was appointed Assistant Director of the
Division of Research and Statistics. Mr. Ellis
has been a member of the Division since Septem-
ber 1943 on leave of absence as Professor of
Economics at the University of California.

Discontinuance of Savannah Agency {

In accordance with action taken by the Board
of Directors of the Federal Reserve Bank of At-
lanta, with the approval of the Board of Govern-
ors, the Agency of the Federal Reserve Bank of
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Atlanta, located in Savannah, Georgia, was dis-
continued effective as of the close of business on

January 31, 1945.

Admissions of State Banks to Membership in the
Federal Reserve System

The following State banks were admitted to
membership in the Federal Reserve System dur-
ing the period December 16, 1944, to January
I3, 1945:

Llinois
Geneseco—Central Trust & Savings Bank of
Geneseo, Illinois
Indiana
Milford Junction—Citizens State Bank of Mil-
ford (P.O. Milford)

Towa

Elkader—The Central State Bank & Trust

Company
Missonrs
Holden—Bank of Holden
Montana

Harlem—Security State Bank, Harlem, Montana

New Jersey
Raritan—Raritan State Bank

New York
Ebenezer—The Ebenezer State Bank
Hamburg-—Bank of Hamburgh
Obio
Lakeview—The Farmers' Banking Company
Texas

Tyler—Tyler State Bank & Trust Company
Weatherford—The Merchants and Farmers State
Bank of Weatherford
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DIRECTORS OF FEDERAL RESERVE BANKS AND BRANCHES

LLOWING is a list of the directorates of the Federal Reserve Banks and Branches as at present
constituted. The list shows, in addition to the name of each director, his business connection,

the class of directorship, and the date when his term expires. Each Federal Reserve Bank has nine
directors: three Class A and three Class B directors, who are elected by the stockholding member
banks, and three Class C directors, who ate appointed by the Board of Governors of the Federal
Reserve System. Class A Directors are representative of the stockholding member banks. Class B
directors must be actively engaged in their district in commerce, agriculture, or some industrial
pursuit, and may not be officers, directors, or employees of any bank. For the purpose of electing
Class A and Class B directors, the member banks of each Federal Reserve district are classified by
the Board of Governors of the Federal Reserve System into three groups, each of which consists of
banks of similar capitalization, and each group elects one Class A and one Class B director. Class
C directors may not be officers, directors, employees, or stockholders of any bank. One Class C
director is designated by the Board of Governors as Chairman of the Board of Directors and Federal
Reserve Agent and another as Deputy Chairman. Federal Reserve Bank branches have either five
or seven directors, of whom a majority are appointed by the board of directors of the parent Federal
Reserve Bank and the others are appointed by the Board of Governors of the Federal Reserve System.

District No. 1—Boston

Term
Expires
Class A: Dec. 31
Leon A. Dodge.. .President, The First National Bank of Damariscotta, Damari-
scotta, Me. o 1945
Allen W. Holmes. .. Prcsudent The Middletown National Bank, Mlddlctown
Conn...... ... ... ... .. ... 1946
Allan Forbes .. .President, State Street Trust Company, Boston, Mass. . 1947
Class B:
Laurence F. Whittemore. Assistant to President, Boston and Maine Railroad, Pem-
broke, N.H....o...o.oo o 0 1945
Roy L. Patrick.. .President and Director, Rock of Ages Corporation, Burlington,
Vot e .. 1946
Philip R. Allen. . Dlrector Bird & Son inc., E. Walpole, Mass.. 1317
Class C:
Henry S. Dennison?.. ..President, Dennison Manufacturing Company, Framingham,
Mass. ..o oo 1945
Henry I. Harriman.. . .Director and Vice Chairman, New England Power Associa-
tion, Boston, Mass....  ....... . ... oL 1946
Albert M. Creighton®....Chairman of the Board.. 1947
District No. 2—New York
Class A:
Warren W. Clute, Jr.....President, Glen National Bank of Watkins Glen, Watkins
Glen, N. Y. oo 1945
S.SloanColt... ....... President, Bankers Trust Company, New York, N. Y.... 1946
Harry H. Pond.......... President, The Plainfield Trust Company, Plainfield, N. J.. . 1947
1 Chairman. 2Deputy Chairman.
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Term
Expires
Class B: Dec. 31
Carle C. Conway. . .Chairman of the Board and President, Continental Can Com-
pany, Inc., New York, N. Y............ ... ... ... 1945
Donaldson Brown. . Vice Chairman of the Board General Motors Corporation,
New York, N. Y.................. ... ... . ... .. 1946
Charles E. Adams.. . .Chairman, Air Reduction Company, Inc. New York, N. Y.. 1947
Class C:
William I. Myers?... ..Dean, New York State College of Agriculture, Cornell Uni-
versity, Ithaca, N. Y......... ... . ... ... ..o 1945
Robert D. Calkins. . ... .Dean, School of Business, Columbia University, New York,
N Yoo 1946
Beardsley Ruml!.. .. Treasurer, R. H. Macy & Company, Inc., New York, N. Y.. 1947
Buffalo Braach
Appointed by Federal Reserve Bank:
Insley B. Smith.. ... ..Managing Director, Buffalo, N. Y........ .. _......... 1945
Lewis G. Harriman. ... .. President, Manufacturers and Traders Trust Company, Buffalo,
N Y 1945
Elmer B. Milliman... ..President, Central Trust Company Rochester, N. Y., Rochester,
N Y. 1946
George H. Bangert... .. President, The First National Bank of Xenmore, Kenmore,
NY.... 1947
Appointed by Board of Governors:
Gilbert A. Prole.... ... Farmer, Batavia, N. Y................. .. ... ........ 1945
Thomas Robins, Jr....... Prcs1dcnt Hewitt Rubber Corporation, Buffalo, N. Y.. 1946
Marion B. Folsom....... Treasurer Eastman Kodak Company, Rochester, N. Y.. 1947
District No. 3—Philadelphia
Class A:
George W. Reily. . .President, Harrisburg National Bank, Harrisburg, Pa...... 1945
John B. Henning... . .President, Wyoming National Bank, Tunkhannock, Pa....... 1946
Howard A. Loeb. . ..Chairman, Tradesmens National Bank & Trust Company,
Philadelphia,Pa... ... ...... ... ... .. ... ... ... 1947
Class B:
Ward D. Kerlin.. .Secretary & Treasurer, Camden Forge Company, Camden,
................................................... 1945
James T. Buckley.. ..Chairman, Executive Committee, Philco Corporation, Phil-
adelphia, Pa.......... ... 1946
Vacancy.. e 1947
Class C:
Thomas B. McCabe?. . ... President, Scott Paper Company, Chester, Pa............... 1945
Warren F. Whittier?. ... . Farmer, dalryman, and cattle breeder, Chester Springs, Pa..... 1946
C. Canby Balderston... . .Dean, Wharton School of Finance and Commerce, University
of Pennsylvania, Philadelphia, Pa........................ 1947
District No. 4—Cleveland
Class A:
Ben R. Conner.......... President, The First National Bank of Ada, Ada, Ohio. ....... 194S
H. B. McDowell........ President, The McDowell National Bank of Sharon, Sharon,
Pa..ooooo e . 1946
F. F. Brooks........... President, First National Bank at Pittsburgh, Pittsburgh, Pa..." 1947
1 Chairman. 2Deputy Chairman.
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Term
Expires
Class B: Dec. 31
Thomas E. Millsop...... President, Weirton Steel Company, Weirton, W. Va......... 1945
R.P. Wrighe........... Sccrctary-Trcasurer Reed Manufacturing Company, Erie,Pa... 1946
George D. Crabbs.... ... Chairman of Board, Ph111p Carey Manufacturmg Company,
Cincinnati, Ohio.... ..... ..... . .. .. ... ....... 1947

Class C:
Reynold E. Klages®. .. ... President, Columbus Auto Parts Company, Columbus, Ohio.. 1945
George C. Brainard!.. Pre51dent The General Fireproofing Company, Youngstown,

Ohio.. ..o 1946
A. Z. Baker. . . .President and General Manager, The Cleveland Union Stock
Yards Company, Cleveland, Ohio... ... .. 1947

Cincinnati Branch

Appointed by Federal Reserve Bank:
Frederick V. Geier. ... .. President, The Cincinnati Milling Machine Company, Cincin-

nati, Ohio......... ... ... ... .. i 1945
Buckner Woodford.. ..Vice President and Cashier, Bourbon-Agricultural Bank and

Trust Company, Paris, Ky ............................... 1945
J. G. Gutting. .. ..President, The Second National Bank of Cincinnati, Cincin-

nati, ORIO. ..o o 1946
Walter H. Behm. . ..Premdent Winters National Bank and Trust Company of

Dayton ‘Dayton, Ohio. . S 1947

Appointed by Board of Governors:

Francis H. Bird......... Professor of Commerce, College of Engineering and Com-

merce, University of Cmcmnau Cincinnati, Ohio 1945
S. Headley Shouse....... Farmer, Lexington, Ky................. ... ... ... ..... 1946
Paul G. Blazer.......... Chairman of Board, Thc Ashland Oil and Refining Company,

Ashland, Ky............ ... 1947

Pittsburgh Branch
Appointed by Federal Reserve Bank:

Archie J. McFarland.. ... President, Wheeling Steel Corporation, Wheeling, W. Va.. 1945
Clarance Stanley... Pres1dent The Union Trust Company of Pittsburgh, Pitts-
burgh, P 1945
R.E.Bowie............ Prcmdent Security Trust Company, Wheeling, W. Va.... ... 1946
T.C. Swarts..... ..... Executive Vice President, Woodlawn Trust Company, Ali-
quippa, Pa........... ... Lol 1947
Appointed by Board of Governors:
Robert E. Doherty. .. ... President, Carnegie Institute of Technology, Pittsburgh, Pa.. 1945
Howard W. Jordan. ... Prcsxdcnt Pennsylvania Rubber Company, Jeannette, Pa.. 1946
NV aCanCy . . . e e 1947
District No. 5—Richmond
Class A:
Charles E. Rieman....... President, Western National Bank, Baltimore, Md........... 1945
James C. Braswell....... Chairman of Board, Planters National Bank and Trust Com-
pany, Rocky Mount NG 1946
John A. Sydenstricker....Cashier, First National Bank in Marlinton, Marlinton,
W Ve 1947
2 Chajrman. $Deputy Chairman.
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Term
Expires
Class B: Dec. 31
Charles C. Reed. .... ... President, Williams & Reed, Inc., Richmond, Va......... ... 1945
H.L.Rust, Jr........... President, H. L. Rust Company, Washington, D. C........... 1946
Edwin Malloy.......... President and Treasurer, Cheraw Cotron Mills, Inc., Cheraw, 1947
S.C.
Class C:
W. G. Wysor?..... ...General Manager, Southern States Cooperative, Inc., Rich-
mond, Va......... ... ... 1945
Robert Lassiter!......... Chairman of Board, Mooresville Cotton Mills, Mooresville,
N G 1946
Charles P. McCormick.. . President, McCormick & Company, Inc., Baltimore, Md.. 1947
Baltimore Branch
Appamred by Federal Reserve Bank:
W. R. Milford.......... Managing Director, Baltimore, Md................... .. ... 1945
James C. Fenhagen.. . ... Vice Chairman of Board, Baltimore National Bank, Balti-
more, Md........ ... ... . 1945
George M. Moore....... Vice President, Union National Bank, Clarksburg, W. Va.. 1946
W. Bladen Lowndes. .. . . President, Fldchty Trust Co., Baltlmorc, Md.......... ... 1947
Appointed by Board of Governors:
Joseph D. Baker, Jr......Secretary and Treasurer, The Standard Lime & Stone Com-
pany, Baltimore, Md......... ... ... ... ..l 1945
W. Frank Roberts... ..President, Standard Gas Equipment Corporation, Baltimore,
Md. . 1946
W. Frank Thomas... ..Construction Engineer and Real Estate Management, West-
minster, Md...... L. 1947
Charlotte Branch
Appointed by Federal Reserve Bank:
W. T. Clements. .. ......Managing Director, Charlotte, N. C....................... 1945
Angus E. Bird. .. ....... Chairman of Board, The Citizens & Southern National Bank
of S. C., Charleston, S. C.... ... .................... 1945
Allen H. Sims. .. ..Executive Vice President and Trust Officer, Citizens National
Bank in Gastonia, Gastonia, N. C.. 1946
N. 8. Calhoun. . . .President, Security National Bank Grecnsboro N.C.. 1947
Appointed by Board of Governors:
D. W. Watkins.......... Director of Extension, Clemson College, Clemson, S. C.. 1945
George M. Wright.. .. .. President, Republic Cotton Mills, Great Falls, S. C........... 1946
Charles L. Creech. ... ... Chairman of Board, B. F. Huntley Furniture Company, Wins-
ton-Salem, N. C........ ... ... ... . . i 1947
District No. 6—Atlanta
Class A:
VACANCY . . . oo i et e e 1945
W.D.Cook............ President, First National Bank in Meridian, Meridian, Miss... 1946
George J. White......... President, The First National Bank of Mount Dora, Mount
Dota, Fla..........o. 1947
1 Chairman. 2Deputy Chairman.

FEBRUARY 1945 127



DIRECTORS OF FEDERAL RESERVE BANKS AND BRANCHES

Term
Expires
Class B: Dec. 31
J. A. McCrary... .. Vice President and Treasurer, J. B. McCrary Company, Inc.,
Atlanta, Ga........... ... . o 1945
Fitzgerald Hall. .. . .President, Nashville, Chattanooga & St. Louis Railway,
Nashville, Teon.............. ... ......... ... ... 1946
Ernest T. George... ...President and Chairman, The Seaboard Reﬁnmg Company,
Ltd., New Orleans, La.... ... ... 1947
Class C:
J. F. Porter?. . ..President and General Manager, Tennessece Farm Bureau
Federation, Columbia, Tenn....... ... ... ... .. ........ 1945
Rufus C. Harris. .. . .President, The Tulane University of Louisiana, New Orleans,
La.. o 1946
Frank H. Neely!. . . .Executive Vice President and Sccrctary, Rich’s, Inc., At- 4
lanta, Ga.................... e 1947
Birmingham Branch
Appamted by Federal Reserve Bank:
P. L. T. Beavers......... Managing Director, Birmingham, Ala.................. ... 1945
M. B. Spragins.......... President, The First National Bank of Huntsville, Hunts-
ville, ALa. e 1945
James G. Hall....  ...Executive Vice President, The First National Bank of Birm-
ingham, Birmingham, Ala............ ... ... .. ... ... 1946
Gordon D. Palmer....... President, The First National Bank of Tuskaloosa, Tusca-
loosa, Ala......... 1947
Appointed by Board of Governors:
Wm. Howard Smith..... Planter and cattle raiser, Prateville, Ala.............. ... ... 1945
Edward L. Norton.. . ... Chairman of the Board, Voice of Alabama, Inc., Birmingham,
Ala.. oo e 1946
Donald Comer.... ....Chairman of the Board, Avondale Mills, Birmingham, Ala.. 1317
Jacksonville Branch
Appointed by Federal Reserve Bank:
Geo. S. Vardeman, Jr....Managing Director, Jacksonville, Fla................ ... .. 1945
Bert C. Teed............ Executive First Vice President, First National Bank in Palm
Beach, Palm Beach, Fla... . .......................... ... 1945
J- €. McCrocklin. .. Prc51dent First National Bank in Tarpon Springs, Tarpon
Sprmgs, Fla.. ... 1946
J. L. Dart. .. . .President, The Florida National Bank of Jacksonville, Jackson-
ville, Fla......... el 1947
Appointed by Board of Governors:
Charles S. Lee........... Farmer, Oviedo, Fla.................. ... .. ... ... ..... 1945
Frank D. Jackson........ President and General Manager, Jackson Grain Company,
Tampa, Fla.. . ... ... .. 1946
Walter J. Matherly... ..Dean, College of Business Administration, University of
Florida, Gainesville, Fla....................... ... .. .. 1947
Nashville Branch
Appointed by Federal Reserve Bank:
Joel B. Fort, Jr........ .. Managing Director, Nashville, Tenn.. e 1945
Edward Pottcr Jr..... . President, Commerce Union Bank Nashvﬂlc Tenn.......... 1945
L.R. Driver. .. ........ President, The First National Bank in Bristol, Bristol, Tenn.. 1946
B.L. Sadler............. Prcsidcnt, First National Bank in Harriman, Harrirnan, Tenn.. 1 947

1 Chairman, 2 Deputy Chairman.
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Appointed by Board of Governors: Dec. 31
W.E. McEwen.......... Director, County Farm Bureau, Williamsport, Tenn. ... .. .. .. 1945
W. Bratten Evans.. ... .. Preﬂdcnt Tennessee Enamel Manufacturmg Company, Nash-
ville, TeN... .. 1946
Clyde B. Austin. . President, Austin Company, Inc., Greeneville, Tenn. ... 1947
New Orleans Branch
Appointed by Federal Reserve Bank:
E.P. Paris..............Managing Director, New Orleans, La....................... 1945
T. G. Nicholson. . .. President, The First National Bank of Jefferson Parish, Gretna,
La.. e I
John Legier. .. . .President, National American Bank of New Orleans, New o
Orleans, La........ ... ... ... .. ... ... .. ........... 1946
J. F. McRae.. ..President, The Merchants National Bank of Mobile, Mobile,
Ala.......... 1947
Appointed by Board of Governors:
John J. Shaffer, Je...... .. Farmer, Ellendale, La. ............ ... ... .. .. ... 1945
E.F. Billington ..... Vice Prcs1dcnt Soule Steam Feed Works, Meridian, Miss. 1946
Vacancy. .. ..ot e e e 1947
District No. 7—Chicago
Class A:
Walter J. Cammings. . ... Chairman, Continental Illinois National Bank and Trust Com-
pany of Chicago, Chicago, Ill......................... ... 1945
Horace S. French... ... President, The Milwaukee Avenue National Bank of Chicago,
Ch1cago Il 1946
Vivian W. Johnson...... President, First National Bank in Cedar Falls, Cedar Falls,
fowa... . 1947
Class B:
William C. Heath....... President, A. O. Smith Corporation, Milwaukee, Wis... . ... 1945
Clarence W. Avery...... President and Chairman, The Murray Corporatlon of America,
Detroit, Mich.......... . ... .. . . 1946
Nicholas H. Noyes... ..Vice President in Chargc of Finances, Eli Lilly and Company,
Indianapolis, Ind...... . ... 1947
Class C:
W. W, Waymack?. . ..Editor and Vice President, The Register and Tribune, Des
Moines, Towa.......... ... ... .. 1945
Paul G. Hoffman. ..... . .President, The Studebaker Corporation, South Bend, Ind.. 1946
Simeon E. Leland®. ... .. Chalrman Department of Economics, and Professor of Gov-
ernment Finance, University of Chlcago, Chicago, Ill.. 1947
Detroit Branch
Appointinent by Federal Reserve Bank:
Walter S. McLucas. .. ... Chairman, The National Bank of Detroit, Detroit Mich. . 1945
Rudolph E. Reichere... . President, Ann Arbor Bank, Ann Arbor, Mich. . 1946
Charles A. Kanter. . Premdent The Manufacturers National Bank of Detroit,
Dctron: Mich............. .o 1946
Appointment by Board of Governors:
H. L. Pierson........... President, Detroit Harvester Company, Detroit, Mich. . 1945
Ernest Gilbert. . .. .Farmer, Waldron Mich............ooooiioin 1946

1 Chairman. 2Deputy Chairman.
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District No. 8—St. Louis Expires
Class A: Dec. 31
Max B. Nahm.......... Vice President, Citizens National Bank, Bowling Green, Ky.. 1945
G.R.Corlis............ Cashier, Anna National Bank, Anna, Ill.......... ... ...... 1946
Tom K. Smith.......... President, Boatmen’s National Bank, St. Louis, Mo.. . .. 1947
Class B:
A. Wessel Shapleigh..... President, Shapleigh Hardware Company, St. Louis, Mo..... 1945
H. H. Tucker........... President, Fones Bros. Hardware Company, Little Rock, Ark.. 1946
Louis Ruthenburg. . ... . President and General Manager, Servel, Inc., Evansville, Ind.. 1947
Class C:
Wm. T. Nardin!... .. Vice President and General Manager, Pet Milk Company, St.
Louis, Mo............ e 1945
Wm. H. Stead....... ...Dean, School of Business and Public Administration, Wash-
ington University, St. Louis, Mo........................ 1946
Douglas W. Brooks?..... Prestdent, The Newburger Company, Memphis, Tenn...... 1947
Little Rock Branch
Appointed by Federal Reserve Bank:
A.F. Bailey............ Managing Director, Little Rock, Ark................... ... 1945
Chas. A. Gordon........ Vice President, Simmons National Bank, Pine Bluff, Ark..... 1945
Emmet Morris.......... Chairman, W. B. Worthen Company, Bankers, Little Rock,
Ark. o 1946
Geo. S. Neal.. ... . . President, Bank of Russellville, Russellville, Ark......... 1947
Appointed by Board of Governors:
R.E.Short.............Farmer, Brinkley, Ark........ ... ... ... ... ... .. 1945
I. N. Barnett............ Manager, Barnett Bros. Mercantile Company, Batesville,
Arko o 1946
S. M. Brooks... ... President, Brooks Advertising Agency, Little Rock, Ark..... 1947
Louisville Branch
Appointed by Federal Reserve Bank:
C. A. Schacht........... Managing Director, Louisville, Ky............ ... ... ... 1945
Lee L. Persise........... President, The State Bank of Salem, Salem,Ind............... 1945
Phil E. Chappell........ President, Planters Bank & Trust Company, Hopkinsville, Ky. 1946
Wallace M. Davis.......Vice President, Citizens Fidelity Bank & Trust Company,
Louisville, Ky............ o 1947
Appointed by Board of Governors:
G. O. Boomer........... President, The Girdler Corporation, Louisville, Ky... ... 1945
Rosco Stone............ Farmer, Hickman, Ky................ ... ... ... .. 1946
E.]J. O'Brien, Jr.........President, E. J. O’Brien & Company, Louisville, Ky.. .. 1947
Memphis Branch
Appointed by Federal Reserve Bank:
W. H. Glasgow......... Managing Director, Memphis, Tenn........................ 1945
V.]. Alexander......... President, Union Planters National Bank & Trust Company,
Memphis, Tenn.......... ... ... ... .. i 1945
W. W. Campbell... ... President, National Bank of Eastern Arkansas, Forrest City,
Arke oo 1946
W. P. Kretschmar....... President, Commercial National Bank, Greenville, Miss..... 1947
1 Chairman, 2 Deputy Chairman.
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Appointed by Board of Governors: Dec. 31
J. P. Norfleet. . ......... President, Sledge and Norfleet, Memphis, Tenn.. 1945
Rufus C. Branch......... Cotton planter and ginner, Pecan Point, Ark....... 1946
J. Holmes Sherard...... President, Jno. H. Sherard & Son, Shcrard Miss. . .. 1947
District No. 9—Minneapolis
Class A:
F. D. McCartney........Vice President, First National Bank, Oakes, N.D........ .. 1945
S.S.Ford.............. President, Northwestern National Bank Minneapolis, Minn.. 1946
J. R. McKnight......... President, Pierre National Bank, Plcrrc S Do 1947
Class B:
Ray C. Lange. .. ...President, Chippewa Canning Company, Chippewa Falls,
Wi, 945
Homer P. Clark.. ..Chairman of the Board, West Publishing Company, St. Paul,
Minn.........oo 1946
J. E. O’'Connell. .. .. President, Eddy’s Bakeries, Inc., Helena, Mont......... 1947
Class C:
W. C. Coffey!. ... .. President, University of Minnesota, Minneapolis, Minn..... 1945
W.D. Cochran.......... W. D. Cochran Freight Lines, Iron Mountain, Mich......... 1946
Roger B. Shepard®....... President, Finch, Van Slyck & McConville, St. Paul, Minn.. 1947
Helena Branch
Appointed by Federal Reserve Bank:
R. E. Towle.. ..Managing Director, Helena, Mont....................... ... 1945
Peter Pauly. .. .President, Deer Lodgc Bank & Trust Company, Deer Lodge,
Mont.....oooooo i 1945
P. B. McClintock. .Vice President, Farmers National Bank, Chinook, Mont. . . 1946
Appointed by Board of Governors:
Malcolm E. Holtz....... Farmer and stockman, Great Falls, Mont.. 1945
R. B. Richardson . .President, Western Life Insurance Company, Hclcna Mont. . 1946
District No. 10—Kansas City
Class A:
T.A.Dines............. President, United States National Bank, Denver, Colo.... ... 1945
M. A. Limbocker. ... .. President and Chairman, Citizens National Bank, Emporia,
Kan.......ooo 1946
W. L. Bunten.. .. Vice President and Cashier, Goodland State Bank, Goodland,
Kan.........o 1947
Class B:
Willard D. Hosford.. ..Vice President and General Manager, John Deere Plow Com-
pany, Omaha, Neb............. ... ... . ... .. ... ... 1945
J- M. Bernardin......... Lumberman, Kansas City, Mo.......coooooii i 1946
L.C.Hutson........... President and General Manager, Chickasha Cotron Oil Com-
pany, Chickasha, Okla................................ 1947
Class C:
Lyle L. Hague.......... Farmer and stockman, Cherokee, Okla................. ... 1945
Robert B. Caldwelll. .. .. Caldwell, Downing, Noble and Garrity, Kansas City, Mo..... 1946
Robert L. Mchornay .. President, North-Mehornay Furniture Company, Kansas City,
MO 1947
1 Chairman. 2Deputy Chairman.
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Denver Branch Expires
Appointed by Federal Reserve Bank: Dec. 31
P. K. Alexander......... VIEC President, The First National Bank of Denver, Denver,
0lo. .. 1
W. C. Kurtz....... . .President and General Manager, Indcpcndcnt Lumber Com- -
pany, Grand Junction, Colo.. Ceeeee 1946
Harold Kountze. .. .. President, Colorado National Bank, Denver, Colo........ 1946
Appointed by Board of Governors:
W. A. Alexander........ Vice President and Assistant General Manager, The Denver
Tramway Corporation, Denver, Colo.................... 1945
M. E. Noonen.. . .Sheep rancher, Kremmling, Colo........................ . 1946
Oklahoma City Branch
Appointed by Federal Reserve Bank:
A. E. Stephenson........ Chairman of the Board, Central National Bank, Enid, Okla.. 1945
D.M. Tyler............ First Vice President, Dewey Portland Cement Company,
Dewey, Okla......... ... 1946
Hugh L. Harrell . . ..Vice President, First National Bank and Trust Company,
Oklahoma Clty, Okla..........coooii i 1946
Appointed by Board of Governors:
Lloyd Noble. . .. President, Noble Drilling Corporation, Tulsa, Okla.. 1945
Neil R. Johnson . Rancher and farmer, Norman, Okla.................. 1946
Omaha Branch
Appointed by Federal Reserve Bank:
T.L.Davis............ President, First National Bank, Omaha, Neb........... 1945
George A. Bible. . ...... President, First National Bank, Rawlins, Wyo............ 1946
B 1o 7 oy O 1946
George W. Holmes. ... .. President, First National Bank, Lincoln, Neb.............. 1947
Appointed by Board of Governors:
Walter S. Byrne......... General Manager, Metropolitan Utilities District of Omaha,
Omaha, Neb.. ... ... ... 1945
John D. Clark. .. .. .Dean, College of Business Administration, University of
Ncbraska, Lincoln, Neb............ ... . ... .......... 1946
L. E. Hurtz. . ... President, Fairmont Creamery Company, Omaha, Neb.. .. 1947
District No. 11—Dallas
Class A:
Walter P. Napier. .. .... President, Alamo National Bank, San Antonio, Texas. . . .. 1945
Frank Turner........... President, First National Bank, Decatur, Texas............ 1946
J E.Woods............ Chairman of Board, Temple National Bank, Temple, Texas.. 1947
Class B:
JJR- Milam............ President, The Cooper Company, Inc., Waco, Texas. .. ... .. 1945
Geo. A. Hill, Jr... .. President, Houston Oil Company of Tcxas Houston, Texas... 1946
E.L.Kurth............ President and General Manager, Angclma County Lumber
Company, Keltys, Texas. ........ .. ... ...l 1947
Class C:
Jay Taylor!............. Ranching and stockyards, Amarillo, Texas........ 1945
J R.Parten?............ President, Woodley Petroleum Company, Houston Texas. . 1946
VaCaIICY . L oottt e e 1947
1 Chairman. 2 Deputy Chairman.
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El Paso Branch Expires
Appointed by Federal Reserve Bank: Dec. 31
John K. Hicks.......... President and Manager, Hicks-Hayward Company, El Paso,
TEXAS. ..ot 1945
H. A, Jacobs. .. .. ... Vice President, El Paso National Bank, El Paso, Texas. . ... 1945
R. W, McAfee.......... President, State National Bank, El Paso, Texas.......... 1946
J.E.Moore............ Vice President, First National Bank, Roswell, N. M.. .. 1947
Appointed by Board of Governors:
R. E. Sherman. ... .Leavell & Sherman, Realtors, El Paso, Texas. .............. 1945
Jack B. Martin. . . .President, Arizona Ice and Cold Storage Company, Tucson,
Arizo.... 1946
Vacancy.. e 1947
Houston Branch
Appointed by Federal Reserve Bank:
James A. Elkins. .. President, City National Bank, Houston, Texas............ 1945
B. C. Roberts. . Premdcnt Wharton Bank & Trust Company, Wharton, Texas. 1945
W.N.Greer............ Prcsulcnt Citizens State Bank, Houston, Texas. . . 1946

John W. McCullough. .. Presnicnt Hutchings-Sealy National Bank, Galvcston Texas. . 1947
Appointed by Board of Governors:

J. S. Abercrombic. ... .President, J. S. Abercrombiec Company, Houston, Texas. .. 1945
George A. Slaughter. . .. Farming, Wharton, Texas.................... ... ... ... 1946
J.E. Wheat............ Attorney, Woodville, Texas......................... 1947

San Antonio Branch

Appointed by Federal Reserve Bank:

R. D. Barclay...... .. President, National Bank of Commerce, San Antonio, Texas. . 1945
E. ] Miller. . . .. . President, South Texas National Bank, San Antonio, Texas. . 1945
J. A. Walker. ... ‘Exccutivc Vice President, Del Rio National Bank, Del Rio,

TEXAS. .. oot 1946
T. C. Frost, Jr.. .. Vice President, Frost National Bank, San Antonio, Texas. ... 1947

Appointed by Board of Governors.

George W. Stocking. .. .. Professor of Economics, University of Texas, Austin, Texas... 194§
Holman M. Cartwright..Livestock and farmmg, Twin Oaks Ranch, Dinero, Texas. ... 1946
J. M. Odom............ General Contractor, Austin, Texas....................... . 1947

District No. 12—San Francisco

Class A:
Carroll F. Byrd. . ..Chairman of the Board, and Executive Vice President, The
First National Bank of Willows, Willows, Calif............ 1945
C. K. Mclntosh. .. ..Chairman of the Board, The Bank of California N. A., San
Francisco, Calif.. . ... .. .. ... ... .. ... ... . 1946
Richard Shore Smith. . .. President, The First National Bank of Eugene, Eugene, Ore... 1947
Class B:
Reese H. Taylor. . .. President, Union Oil Company of California, Los Angeles,
Calif.. ... 1945
Elmer H. Cox.......... President, Columbia Timber Company, San Francisco, Calif. . 1946
St. George Holden. . .. .. St. George Holden Realty Company, San Francisco, Calif. . 1947
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Class C: Dec. 31
Harry R. Wellman?. . . Director, Giannini Foundation of Agricultural Economics,
University of California, Berkeley, Calif........... ... ... 1945
Brayton Wilbur......... President, Wilbur-Ellis Company, San Francisco, Calif....... 1946
Henry F. Grady!'........ President, American President Lines, Ltd., San Francisco,
Calif.. ... 1947
Los Angeles Branch
Appointed by Federal Reserve Bank:
W.N. Ambrose. ........Managing Director, Los Angeles, Calif.. ............... ... 1945
F.E. Snedecor.......... President, The First National Bank of Corona, Corona, Calif.. . 1945
Herbert D. Ivey......... President, Citizens National Trust & Savings Bank of Los
Angeles, Los Angeles, Calif.. .. ......................... 1946
Appointed by Board of Governors:
Y. Frank Freeman. . . ... Vice President, Paramount Pictures, Inc., Hollywood, Calif... 1945
C.E.Myers............ Agriculturist, Covina, Calif.............................. 1946
Portland Branch
Appointed by Federal Reserve Bank:
D.L.Davis............ Managing Director, Portland, Ore.................. ... ... 194§
Paul S. Dick............ President, The United States National Bank of Portland,
Portland, Ore........ ... ... .o 1945
William C. Christensen. . President, The Commercial National Bank of Hillsboro,
Hillsboro, Ore... ... ... 1946
Appointed by Board of Governors:
George T. Gerlinger. ... President, Willamette Valley Lumber Company, Portland,
Ofe. . 194
William H. Steen. . ..Livestock and farming, Milton, Ore..................... ) 134%
Salt Lake City Branch
Appointed by Federal Reserve Bank:
W. L. Partner. ......... Managing Director, Salt Lake City, Utah. ............ .. .. 1945
Frederick P. Champ. . ... President, Cache Valley Banking Company, Logan, Utah. ... .. 1945
Orval W. Adams........ Executive Vice President, The Utah State National Bank of
Salt Lake City, Salt Lake City, Utah................... ... 1946
Appointed by Board of Governors:
Henry Aldous Dixon. . ..President, Weber College, Ogden, Utah. . .. . 1945
R.C.Rich............. Livestock and farming, Burley, Idaho...... . 1946
Seattle Branch
Appointed by Federal Rescrve Bank:
C.R.Shaw............. Managing Director, Seattle, Wash................... ... .. 1945
Andrew Price........... President, The National Bank of Commerce of Seattle, Seattle,
Wash.. ... 