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CHAPTER I
INTRODUCTION

Since 1950 the American economy has been characterized by a high
degree of utilization of human and material resources, high levels of
consumption and Investment and by subsequent inflationary trends.
Wholesale prices were rising between 1950-1956. Taking the period
1947-1949 as a base of 100, wholesale prices, excluding those in agri-
culture, reached 122,2 in the year ending 1956, If agricultural prices
were included, index stood at 114.3 in December, 1956,

To combat inflation the monetary authorities have endeavored to
1imit the amount of eentral bank credit available to commercial banking
system,

Federal Reserve statements of policy have indicated that it is the
end of the Federal Reserve to check inflation through the restraint of
bank eredit only.1 The price level tended to increase during the period
of 1951-1956. Is this an indication of the failure of monetary author-
ities to check inflation or is there some other explanation to this
apparent contradiction in the hypothesis that monetary policy is an
effective tool for combating inflation?

In March, 1951, there was an accord between the Treasury and the

Federal Reserve System: the Federal Reserve was to discontinue

lBoard of Governors of the Federal Reserve System, Federal Reserve
Bulletin (Washington, D. C., August, 1957), p. 866.



supporting the vrices of Treasury securities. The reason for taking the
period from 1951 onwards is to see the effects of the weapons of the
System when they were no longer affected by the necessity of supporting
Treasury security prices. Moreover, the period should be long enough to
examine the effects of the weapons used during a period of full employ-
ment and inflation; hence, the selection of six years from January,
1951, to the end of December, 1956.

In spite of the faet that the main concern ie with monetary policy,
it is not possible or even advisable to exclude the influence of fiscal
policy. In order to have an effective program for economic stability,
it is important that the actions of both central bank and fiscal author-
ities be coordinated. Conseguently, some discussion is devoted to prob-
lems of a fiscal nature, especially as they affect the general level of
aggregate demand,?

Chapter 1II deseribes the analysis and the consequent policies of
the monetary authorities, while Chapter III shows the actual movements
of the economic indicators., Chapter IV is an analysis and evaluation of
the policies followed in accordance with the economic fluctuations of
the time, How effective were the available weapons of the monetary
authorities? Were the weapons adequate? Were they appropriate to the

situation? Chapter V is a summary and conclusion of the findings.

2The governmental spending, increase or decrease in that spending,
deficit or surplus budget and government borrowing, ete., which may have
an effect on the stock of money in the economy.



CHAPTER II
MONETARY WEAPONS, ITS USE AND DESIRED RESULTS

Before going into the details of all of the measures taken at
different times and the results achieved, it is best to show the differ-
ent weapons that the Federal Reserve System has to check different
phases of the business eycle. Here we should know that other policies
like fisecal policy, to affect fluctuations one way or the other, apart
from monetary weapons are equally important in the present economy.

When federal expenditures are at about 72 billion dollars or even more,
a change in fiscal policy can have a considerable effect on the economy;
it can not be ignored.

The following are the weapons of the Federal Reserve System:
changes in reserve requirements in discount rates and in open market
operations. At various times attempts have been made by the Federal
Reserve System to combat inflation and so I have tried to show the meas-
ures taken by the System during these six years to combat it. One point
of importance is, was it an inflationary period or not? Here I would
agree with the authorities that the period was one of a mild inflation
excepting a mild recession of 1954. There was full employment or per-
haps more than full employment, and the wholesale prices of the commod-
ities and stock prices were going up at a high level, especially during
1955 and 1956. Nineteen hundred and fifty-four was, however, a year

when economic growth was temporarily checked and there was a little fall



in industrial production with a slight rise in the unemployment figures.
Hence, it may rather be called a mild recession, though more appropriate
a word may be a temporary check of expansion and inflation. However,

this recession was very mild and the employment and prices expanded once

again by the middle of 1954 with increasing production (undeflated).
Discount Rate

There are many kinds of interest rates as there are many kinds
and grades of loans and investments. Traditionally, Reserve Banking
operations are not directed toward establishing any particular level or
pattern of interest rates. Rather, they are aimed at expanding or con-
tracting the flow of Reserve Bank credit as needed to maintain general
economie and financial stability. Reserve Bank discount rates have a
relationship to the cost of credit generally. Since Reserve Bank
advances are extended on short-term paper of prime quality, the
relationship between the discount rate and other market rates is closest
in the short-term prime credit area.l

When the demand for credit is high, the Federal Regerve System may
be directed to make credit costly and increase discount rates which may
possibly contract credit. Adjustment of rates depends on the Federal
Reserve policy for making a sound and strong credit development.

In Jamuary, 1951, the effective discount rate was 1-3/4 percent per
annum, Changes in discount rates were as follows during these six

years:

lgcard of Governors, The Federal Regerve System Purposes and
Function, pp. 112 and 143,



TABLE I

CHANGES IN DISCOUNT RATE*

Month Rate
August, 1950 1-3/4
January, 1953 2
February, 1954 1-3/4
April, 1954 1-1/2
April, 1955 1-3/4
August, 1955 2
September, 1955 2=1/4
November, 1955 2-1/2
April, 1956 2-3/4
August, 1956 3

®Source: Federal Reserve Bulletin, November, 1957, p. 422.

Here below is a discussion of the changes that took place in the
discount rate. As there was no change in discount rate in 1951 and
1952, the discussion is omitted of the situation of 1951 and 1952, in
this particular section. Therefore, the changes are discussed only for
the years 1953, 1954, 1955 and 1956.

Barly in 1953, when heavy utilization of productive resources and
strong credit demands presented an inflationary threat, Federal Reserve
policy was directed toward restraint of excessive bank gredit expaneion,
In January the diseount rate was reised to 2 pereent from 1-1/3 percent.

Member banks were borrowing large amounts from Reserve Banks in order to



maintain their reserve position, and under these conditions banks became
willing to make or renew loans.?

Total deposits and currency in December, 1952, were 200.4 billion
dollars and in Jamuary, February, March, April and May, 1953 were
respectively 198,2, 197.4, 196.9, 195.4 and 195,3 billion dollars,

Every year there is usually a seasonal fall in total deposits and cur-
rency in January and February, but in 1953, the fall in this item was
continmaous until the end of May., This extended decline in the stock of
money (and here the writer would inelude time deposits as well as demand
deposits) came primarily through declines in demand deposits, This fall
may he attributed to the Federal Reserve discount policy.

In late 1953 and in Janmary, 1954, member banks were largely out of
debt to the Federal Reserve. Early in 1954 with credit demands remain-
ing slack and with the Federal Reserve policy continuing to be directed
toward credit ease, the Director of Federal Reserve Banks, with approval
of the Board of Governors, reduced discount rates from 2 percent to
1-3/4 percent. This action to bring the discount rate to 1-3/4 percent
also had the effect of bringing the discount rate into closer alignment
with prevailing market rates of interest.>

There was a reduction in discount rates in February and April,
1954, but like any other year, there was a fall in total deposits and
currency and loans and investments in Jamuary, February and March, 1954.
However, these figures started going up in April, 1954. Gross national

product, national income and employment figures fell in 1954, leading to

2Board of Governors of the Federal Reserve System, Federal Reserve
Bulletin (Washington, D, C,, February, 1954), v. 119.

3Ibid.



a reduction of discount rates and reserve requirements during this year,
There was a reduction effective from February, 1954. This decrease in
the minimum buying rate was in recognition of the existing market con-
ditions and developments and was made in accordance with the Committee's
general policy of actively promoting a condition of ease in the money
market,
1955 and 1956

Between the third quarter of 1954 and 1956, gross national product
had risen 52 billion dollars, Industrial production went up. The task
was to check the inflationary tendencies and at the same time to con-
tinue the increase in production., During both years there were still
upward trends in the level of prices. But to check the inflation, the
measures taken by the System consisted only of rises in discount rates,

four times in 1955 and twice in 1956,

Reserve Requirement

A member bank is required to keep as reserve on deposit with a

Federal Reserve Bank the following percentages of its deposits:

TABLE II
RESERVE REQUIREMENTS

Existing
Minimm Maximm December 31, 1950

Central Reserve City Banks 13% 26% 22%
Reserve City Banks 10% 20% ~ 18%
Country Banks % 1% 12%

Time Deposit (all banks) 3% 6% 5%




The upper limits and lower limits are so fixed that the System is
permitted to change the requirements between the two extremes. For
fixing the limits of the reserve requirements, classification of member
banks is made as Central Reserve City Banks, Reserve City Banks, and
Country Banks, The flexibility of these requirements gives the System
power to change them acecording to the need to check business fluctu-
ations in the economy., Total borrowing by member banks from Federal
Reserve Banks on December, 1951, was 17,391 million dollars out of which
1,027 million dollars were excess reserves and 16,364 million were
required reserves.4

During these six years reserve requirements were changed four
times--in January, 1951; June, 1953, and twice in 1954, in June and

July. The changes were as follows:?

TABLE III

CHANGES IN RESERVE REQUIREMENTS

January July June July
1951 1953 1954 1954
Central Reserve City 22-24% 22% 21% 20%
Reserve City 18-20% 19% 18%
Country 12-14% 13% 1%
Time Deposits 5-6% 6% 5%

4Ibid,, March, 1951, p. 290.

5Ibid,, November, 1957, p. 1238.
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The reasoing behind the change in 1951, according to the Bulletin,
was a further step toward restraining inflationary expansion of bank
credit in accordance with the statement issued by the Board on
August 18, 1950, that the Board and Federal Reserve Open Market Com-
mittee were prepared to use all the means at their command to restrain
further expansion of bank eredit consistent with the policy of maintain-
ing orderly conditions in the government security market.

The increase was timed so as to absorb reserves coming into the
banks from the post-hcliday return flow of currency. The effect of this
inecrease in reserve requirements was to raise the required reserves of
member banks by a total of approximately 2 billion dollars which, under
our fractional reserve system, would otherwise be the basis for about a
sixfold increase in bank eredit in the banking system as a whole,

Due to this change, the amount of required reserves increased from
16,509 million dollars in December, 1950, to 18,367 million dollars in

March, 1951,

6Ibid,, January, 1951, p. 13.
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TABLE IV
REQUIRED AND EXCESS RESERVES

—Required —bXCOSS
(Million Dollars) (Million Dollars)

December, 1950 16,509 2,172
January, 1951 18,047 927
February, 1951 18,366 700
March, 1951 18,367 647

Total deposits and currency =till went on inereasing; there was no
fall in that figure.
July, 19537

In July, 1953, there was a reduction in reserve requirements, The
reason given in the Federal Reserve Bulletin for this reduction was to
make available the reserve funds necessary to meet the essential needs
of the economy, to help maintain the stability of the dollar, and to
assure that seasonal needs would be met without undue strain on the
economy, The reduction was preceeded and accompanied by open market
purchases of Treasury bills by the Federal Reserve totaling more than 1
biliion dollars,

At that time there were indications that Federal Reserve monetary
measures were beginning to have a more restrictive effect than was
appropriate for carrying out the general objectives of economic stabil-

ity. These effects were beginning to appear in the capital market.,

7Ibid,., July, 1953, p. 689.
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Demand for credit and capital was exceptionally strong in the late
months of 1952 and in most of the first half of 1953, New securities
issued by corporations and state and local governments aggregated about
7.5 billion dollars during the first helf of 1953. Demand for both
mortgage credit and consumer credit was going up.

Although the Treasury was not a net borrower in the first half of
1953, there was growing recognition during the period that Treasury
receipts were lagging behind budget estimates while expenditures were
continuing to rise and that the federal fiseal outlook was more unfavor-
able; hence, federal borrowing would probably be substantial in the
second half of the year.

%8

There was a reduction in the requirements of Central Reserve City
Banks for demand deposits and for time deposits in June, 1954, In the
period 1952-1953, reserves were supplied through Federal Reserve open
market operations to meet the seasonal and growth needs of the economy.

In mid-1953, these operations were reoriented toward combating the
deflationary demands then developing. As economic activity began to
recede, the System's operations were further modified toward promoting
credit ease. In May and June, 1954, the Federal Reserve System supplied
banks with additional reserves through purchases of government secur-
ities in order to maintain a condition of ease in credit and capital
market, The reduction in reserve requirements was made in anticipation
of demands on bank reserves during the summer and fall by taking into

account probable private finaneing requirements, inecluding the marketing

8Ibid., July, 1954, p. 681,
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of crops and replenishment of retail stocks in advance of the demands
during the fall and Christmas sale seasons as well as Treasury financing
needs,

Looking to the seascnal demands during summer and fall, there was
an increase in deposits and currency, investments and loans, Federal
Reserve holdings and consumer credit during the years 1952, 1953 and
1954, Every year these figures rose from June to December and fell in
Jamary, However, there was a greater difference in total deposits and
currency, and loans and investments between figures of December, 1953
and 1954 in comparison to the difference between December, 1952 and
1953.9 This shows that demand for eredit was more in the second half of
195/ compared to that of 1953, a result probably due to credit ease in

1954,
Open Market Operations

Open market operations refer to buying and selling securities in
the open market by the Federal Reserve Open Market Committee,l0 Say, if
eredit is to be contracted, the Committee orders the sale of securities,
so that money will be absorbed from the economy. With the purchase of
these securities, cash and deposits of commercial banks will go down in
a manner roughly proportional to the amount of the sales of securities,
Public holdings of securities will inerease and lead to a contraction in

eredit., If, on the other hand, eredit is to be increased, the System

95ee Appendix I.

10Board of Governors, The Federal Reserve System Purposes and
Functions, p. 38.
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may buy securities increasing the amount of money in circulation and
making credit conditions easier in the market.

From January, 1951, total Federal Reserve holdings started going
up. From an amount of 23,051 million dollars in January, it reached
25,009 million dollars in December, 1951. During 1952, compared to
1951, the total holdings were more by about 900 million dollars, During
1953, total holdings increased by about 1,500 million dollars, Since
1954, there was a reduction in average of total holdings and it did not
reach the heights of 1953 until the end of 1956.

From the later half of 1954 to December, 1956, there was an
inerease in inflationary tendencies with inereasing prices. The poliey
wags one of credit restraint which checked the inflation from being
severe, The Federal Reserve holdings during all of the months in 1954,
1955 and 1956 were approximately the same. The fluctuation in holdings
was only about 500 million dollars which was mainly to meet seasonal and
fiscal needs. In December, 1954, Federal Reserve holdings of securities
were 26,317; in December, 1955, 26,853; and in December, 1956, 27,156
million dollars. This shows that the poliey was quite tight. These
heights in December indicated mainly the seascnal demands which were
going up. (However, these figures are seasonally adjusted.)

Before going into an examination of policy, it is perhaps best to
see the figures of the Federal Reserve Banks' loans and seecurities which

are given in the following table:



TABLE V

RESERVE BANK HOLDINGS OF LOANS AND SECURITIES
(Thousand Dollars)

U. S, Government Dizcount and

Year Tobal® Securities Industrial Loans Advances Acceptances
1951 234045,707 22,748,210 46456 292,770 81
1952 23,933,643 23,126,674 Ly635 802,334

1953 25,438,684 24,657,902 3,185 7775595

1954 24,566,567 24,648,691 1,179 216,697

1955 24,570,401 23,891,220 607 666,157 124422
1956 24,4 563,300 23,708,594 837 833,297 20,662

¥*Based on the holdings at opening of business,

Scurece: Board of Governors of the Federal Resgerve System, Annual Report Covering Operations
for the Year, Washington, D, C,, 1951-1956,

YT
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The above table gives an ides as to vhat were the actual holdings
of the Federal Reserve System during each year using an average of the
daily figures. The policy followed from time te time was different
'according to the condition of the economy. Here below is the policy
followed by the System during these six years.
123k

In 1951, the poliey was to arrange for such transactions for the
System's open market account either in the open market or directly with
the Treasury ag may be necessary in the light of current and nrospective
eeonomnic coﬁdit‘ ns and the general credit situation of the counbtry with
a view %o exercising vestraint upon inflationary developments.

1952

Between June and September, 1952; Federal Reserve System purchases
of seeurities during this pericd vere mode principally at times of
Treasury finencing. The timing of such purchases, therefore, was not
alvays what appropriate credit policy would have suggested. During the
last week of December, 1952, Federal Regerve pﬁrchases of government
securities under repurchase agreements roge to almost 900 nillion dole
lars compared with just 300 million dollars a year earlier, The Come
mittee suggested:

During 1953, the policy should he in the light of current asnd prospec-
tive economic conditions and the general credit situation of the country
with a view (a) to rel attng the cupply of funds in the market to the
“needs of commerce and business, (b) to avoid deflationary tendencies

withont encouraging a renewsl of inflationary developments, and (e¢) to
correct a disorderly situation in government security market.t

Lpoard of Governors of the Federal Reserve System, Fortieth &naual
Report Covering Operations for ihe Year 1953, n. 92.
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By the end of 1953 the policy adoplted was mainly to create ease in
the money market,
1904

The Open Market Commities's review of the economie situation in
1954 showed that the recessionary tendencies which had appeared in the
second half of 1953 were continuing. Industrial production had
decreased by about & percent from the high levels of April-fugust, 1953,
and other important measures of activity had shown similar deelines
although commodity priees had been relativelybstable.

Until the end of 1954, the Committee did not feel that & poliey of
credit restraint was called for at the time. During this year the
policy was to follow an easy money policy since recegsionary forces
were particularly strong in the first half of thse year, In the second
half éf 1954 the conditions were improving.

1955

During 1955 the goal was to maintain conditions in the money market
which would encourage recovery and avoid the development of unsustained
expansion. The Comnitteels review of the economice situation indicated
that the exmansive foreces had continued generally strong, both domes-
tically and abroad, during the opening months of 1955, Recovery was
well advanced from the recessionary low of mid-1954, but industrial
activity was still slightly helow the previous peak resched in mid-1953,
In June, 1955, the Committee recognized that wonetary policy was only
one of the faetors influencing the level of demand for goods and
services,

From August, 1955 through 1956, the committee followed a clear-cut

policy of restraining inflationary developments. Total holdings of
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securities by the System in 1954, 1955 and 1956 were 24,866,567;
24,570,401 and 24,563,300 thousand dollers., On the other hand the rise
in the total stock of money in 1955 and 1956 was less than in 1954. In
1955, the rise in the stoek of woney was 6.2 billion dollare and in
1956, 5.4 billion dollars. In this pericd the discount rate was
inereased, reaching 3 percent in August of 1956, The Open Market Com-
mittee was directed to restrain inflationary developments in the inter-
est of sustaining economic growth by teking into aceount the
deflationary tendencies in the eeconomy.

The Committee always tried to avoid -any aection at the time of
Treasury financing which may disturb stability in the money market. It
wag suggested that while monetary poliey could not be expected to
achieve all the tasks of combating inflationary pressures, the Systenm
could be derelict in its duby if iﬁ did not exercise additional
restraint in this situation.d? . | -

1956

The increase in the discount rate in April, 1956, had been followed
by a period of severe pressure in the money market which the Qommittee
had relieved somewhat by open warkel operations in late May and June,

In May total Federal Reserve holdings were 25,237 million dollars, and
it inereased to 25,516 and 25,599 million dollars in June end July. The
Committee did not believe, however, that this was the time for clearly

increased restraints because the rise was not too significant due to the

tight money poliey followed during 1955 and 1956.

12Porty-second Annual Report, 1955, p. 89.

LA A 3 4
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Sentember, 1956

"1t did not appear that credit restraint thus far adepted had been
too severe." However, in the autuwun of 1956 the Committee thought that
eredit expansion had béen checkad and the credit restraint was the most
effective aﬁ this time than any other time in the past two years.13

The Committee suggested the following in December, 19563

The review of the domestic businesses and finaneial situstion indiecated
need for eontinued regtraint on credit expansion in the near future,
although it did not appear thal additional restricting measures were
necessary. JIndustrial production and prices had continued to advance
over recent months, reaching new high levels. Inecreases in both pro-
duction and prices had been widespread. Unemployment was low, G. H.P,
had continued to rise and expansion in eapital equipment expenditures
had been greater than anticipated early in the year. Ll

137he effects of the tight money policy were visible in the latter
part of 1957 which shows that the poliey was tight encugh to check
inflation before it heecame severe.

Liporty-third Annual Report, 1956, p. 46



CHAPTIR I

THE MOVEMENTS OF ECORCGMIC INDICATORS

To study the behavior of the sconomic indicators from 1951 to 1956,

<

it is necessary to take scme of the wmonthly figures intc considerstion.

\Ey checking some of the monthly figures of im?ortant econonie indi-
cators, it may be easier to exsmine the effects of the monetary weapons
when they were used. The operations of the weapons were as follows:
“in January, 195, reserve reguirements were increased, and in June and
duly, 1954, they were reduced. Tﬁare were increases. in discound rates
in Janwvary, 1953; April, August, September and November, 1955; and April
and August, 1956, The discount rate was reduced in February and.April,
1954

Gross national product went up in 1951, 1952 and 1953. Taking inteo
account the rise in the G.N.P. in real terms, i.e., in wholesale prices
of each year, the gross national product stood at 285.9, 310.3, 329.8,
3274y 353.8 and 362,5 billion dollars in each yeéra Taking the 1837-
1939 as 100, it stood at 328.2, 346.4, 363.2, 361.2, 391.7 and 414.7
biilion dollars in each,yeaf from 1951 cowaerd.

The price level in 1951, 1952, 1953, 1954, 1955 and 1956 of all of
the commodities (exclnding agriculture) stood at 115.9, 113.2, 114.0;
11445, 117.0 and 122.2 respectively., Hational income went up from 277.0

billion dollars in 1951 to 302 billion dollars in 1952 with unemployment

levels as low as 1.6 million in 1953.

19
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Hineteen hundred and fifty-four was a year of.mild recession.
Unemployment rose to 3.2 million; however, wholesale prices went up by
0.5 percéert. Industrial production fell from an index of 134 in 1553 o
125 in 1954. 1In 1954, governmental expenditure fell by 6.5 billioﬁ
dollars,

Total deposits and currency wenb up in each year by 10.5, 5.2, 9.1,
6.2 and 5,4 billion dollars from 1951 onward. |

Tﬁe figures of total asgets of 1life insurance end saving snd loan
asgsoeiations, and corporate dividends and curvent assets went up in each
year from 1951 through 1956,

The recession of 1944 might have mainly resulied from two possible
factors: |
1. Fall in governmenta ngnding by 6.5 billion dollars,

"2¢ An inﬁentory rend jugtment of industries, especially in autonobile
and steel,

In 1955, budgetary spending fell by 3.2 billion dollars, Hevever,

that did not affeet production in 1955, and there was sn incresse in the

-

&

gross national produet by 30,5 billion dollars (undeflated). Rises
the wholesale priees proceeded at a verj rapid rate, increasing by 2.5
percent in 1955 and 5.2 percent in 1956.

The following is a detailed examination of some of the important

economie indicators:

Gross National Produet

o )

1951
Hineteen hundred and fifty-one wos one of the years of the Korean

War. Inflationary pressures vere high; gross national product and



almogt all of the components in it went up. Gross nationsl preduct was
328.2 billion dollars in 1951, In Janwery, 1951, there was an increase
in reserve requirements; however, the upward trend of production con-
tinued in that year, The increase in production in 1951 amounted to
45.6 billion dollars (undeflated).

1952 |

During léSE,_gross national product increased by 18.2 billion
dollars. HMonetary poliey was continued as it was in 1051; ewtra
measures were not taken, The eﬁpansionany forees with high demands for
goods and services were strong, and production was inereasing.

1953

ineteen hundred and fifty-three was & year of readjustment after
the end of the Korean War, Demands for goods and serviees were high;
hence, production increased and gross national product went up by ié.ﬁ
billion dollars. In FPebruary, 1953, there was an incfease in the dis-
count rate, but the>upward movenent continuved,

There was a mild recession in 1954. Twice there were reductions in
reserve requirements, once in June and again in July. The discount rate
fell to 1-1/2 percent., Gross national product fell by 2 billion
dollars, but there was no fall in the price index. The fall in gross
national product came mainly from & drop in gross private domestic
investment and government purchases of geods and services. Nineleen
hundred and fifty-four was a year of inventory readjustment, and con-
sequently, there was & fall in sheel and aubomobile production., A1l of

these factors accounted for the fall in gross national product.
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1935

Thé demand for U, 8. goods and services i national and inter—
national markets was high, and therefers, production and employment
increased in 1955, . The demand for goods came mainly at the expense of
dissaving, Gross national product went up by 30.5 billion dollars.
Personal consumption expenditure went up by 17.8 billion dollars.
1056 |

Gross notiopnal product went up by 23.0 billion dellars in 1956,
Hineteen hundred and fifty-five and 1956 both were inflaticnary years.
Almost all of the economic indicators expanded and umemployment fell to
2.5 milliion. Personal consumpbion expenditures increased by 12,8

billion dollars,
Total Deposits and Currency, Totel Losns and Investments

The examination of the stock of money and the volume of eredit is
very interesting and inportant because monetary weapons, in one way or
the other, should have a direct effect on these indicators. Total
deposits and currency, lcans and investments and consumer credit went on
increasing from year to year in the perisd under conzideration.

1251

In January, 1951, there was an increment in reserve reguirements;
#4ill, however, total deposits and eurrency incressed by 0.1 billion
dollars in February and remainéd at this level until the end of March,
1951, There was no increase in total loans and investments in February,
bubt thers was an inersase in Mareh, 1951 by 0.7 billion dollars.

Instead of these figures going down, there wers iunereases, Iy the end



of 1951, total loans and investments had increased by 7.6 billion
dollars and total deposits and currency by 10.0 billion dollars.

“ ~y
=t

During 1952, there was an increase of 10,4 billion dollars in total
deposits and currency and an increase of 11,0 billion dollars in total
loans and investwments. The expsnsion was at a greater rate than in
1951, HNo extra monetary measures were baken during 1952 to tighten
credit to a greater extent; the pelicy followed in 1952 was primsrily
the same as 1951,

1953

In Janvary, 1953, there was an increase in the discount rate by
1/4 percent bringing the total rate to 2 percent. This increase led to
a fall in the stock of money and loans and invesbmenis in the months of
February, March, April and May. Usually there is a seasonal fall in
thege figures in Jamuary, Pebruary and March, but In 1953, they also
fell in April and May., It is likely thet this rise in the discount rate
had an effect of checking expansions in the stock of money. Consunmer
credit, on the other hand, took its usuval seasonal fall in February by
an apount of 4 million dollars,

1954

In 1954, there was a nild recession. Discount rates fell in
February and April; reserve reguirements wers reduced in June and July,
and total deposits and currency started going up in May and continued
rigsing until the end of the year till they were & billion dellars higher

han the December, 1953 figures. Total loans and investments started
going up from Anril, 1954, sc that in December, 1954, they were higher

by 10,2 billion dollars than the vrevious year, Evidently, the



expansion was continuous and perhaps aggravateé by the smsing of credit
in the sconomy.
233

The discount rate rose during April, August, September and
November., However, during most of these months tolal deposits and cur-
rency and 1oana-and invegtments exponded, Loans and investments rose by
502 billion dollars, and_the'stéck of money rose by 6.2 billion dollars.
This would tend %o indicat@ two things:
1. The expansiénary foree in the economy.
2. The tightening of credit was not strong enough.
1956

Diseount rates rose in April and Hovevber of 1656. The rate of
expansion was slightly checked, In Hay there was a fall in the stoek of
noney by 2.0 billion dollars and a f2l11 in loans and investments by 0.8
billién dollars. In December, 1956, figﬁres for these indlcators were
higher by 5.6 and 4.2 billion dollsrs, respsctively, than in December,v
1955, but the rate of expansion was lcﬁer. Pogsibly this shows that the
change in discount raites had some effect in checking the expansion of

v

total devosits and currency.
Government Spending

In spite of the fact that the main concern is with the monetary
policy, it is necessary to include the influences of fiseal policy. In
order te have an effective program for economic sbability, it is impor-
tant that the actions of both fiscal and monetary authorities be coordi-

nated,
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1051, 1952 and 1953

¥ineteen hundred and fifty-one was a budgetary surplus year with
total expenditureé of 44e1l billion dellsrs. Total expenditures in 1950
ware 39.2 billion dollare. The increase in expenditures in 1952 and
1853 was 21,3 and 2.9 billion dollars respectively. The wain reason for
the increase was due to increases in defense spending--inereased governe
ment purchases of goods and serviees, Hineteen hundred aud‘fii by=tro
and 1953 were de;»czt years, In 1953, budgetary spending was at a
record height of 74.3 billion dollars which added to the existing
inflation. Inereasing governmendt expenditures at a level of full
employnent would tend to result in inereases in price levels.

Usually such s policy is‘to slleviate & business depression., This is
often called "compensatory spending® because it is argued that the
poliey of government borrowing and spending may increase genersl pur-
chasing power Lo such an extent ag to compensate for the deeline of
private borrowing and spending to which the depression may be
attributed.t

A11 of these factors worked together in 1951, 1952 and 1953 and
added to the inflation.

In 1954, there was a fall in government spending by 6.5 billion
dollars, This can be =aid to be‘ona of the possible reasons for a fall
in produection along with the inventory readjustment. There was a fall
in total government experditure on the one hand, whereas the System, on

the other hand, hed to reduce the discount rate and reserve recquirements

to ease eredlt and reduce unemployment., So here fiseal policies and

nonotany policies were not coordinated.

1glcan and Zurcher, Dictionary of Economice (New York, 1957),
P 89. :
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1955

There was a further reduction in government spending by 3.2 billion
doliars. This action of government was thié time coordinated with
monetary policy which was directed toward tightening éredit by inereas-
ing discount rates from bime to time during this year.

1946

his was a year in which there was a budgetary surplus of 1.6
billion dellars, bub toﬁa1 spending wewt up by 1.9 billion dollars,
There was a reduction in mublic debt; monetary policies were mostly
coordinated., NHineteen hundred and fifty-six was o year in which the
policy of the System was to check inflation, but still, wholesale prices
went up to 122.2 from a level of 117,0 in the previous year.

When government budget is at a level of abont 17 pgrceﬁt of grogs
national product, any change in fiscal policy would mest likely have &
considerable effect on the economy. There were many ocecasions, as dis-~
cugssed in Chapter II, when £ne System had to meet the fiscal needs of
the government from time to time, Such a policy under the existing
inflationary situation would add to‘an inflation ingtead of checking

one.
Income, Corporate Profits and Unemployment

Explanation of this indieator is given below in undeflated figures.
However, the ineome figures in real terms, taking into consideration the
vholesale price index of each year with 1947-1249 as constant, were
2412, 260,0, 274.3, 2710, 292.7, 300.4 in 1951, 1952, 1953, 1954,

1955 and 1956 respectively.



In 1951, national income stood at 277.0 billion dollars, total per-
sonal incowe at 255.3 billion dollars, and corporate profits at 12.7
billion dollars. The economy was at a level of relatively full employ-
menb. Unewployment was only 1.8 million.

1252

fational income and personal income figures in 1952 were 290.2 and
271.8 billion dellars respectively. Unemployment had fallea to 1.6
million which would indicate that there was a continuous expansion in
the economy, toking into aceount the draft for the Korsan War,

1953

In spite of the tight wmoney policy that was in foree in 1951, 1952
and 1953, there was an expansion in national income by 11.9 billicn
dollars, while corporate profits increased 0,6 billion dollars,
Unemployment was at 1.6 million which wounld indicate as in 1952 that the
eccnomy vwas working at a more than full employment level, This would
imply that there was an optimistic outlodk of producers and a high for-
eign and domestie demand for U. S. goods and services.

1954

Hineteen hundred and fifty-~four was a year of inventory readjust;
ment and a fall in govermment spending; there wag a fall in production,
Unemployment consequently reached 3.2 million, but it still may be said
that the economy was at full employment, Increasing unemployment and -

-

falling production mede the System alert to the dangers of a depression

and led to a comperatively easy noney policy. %There were reductions in

discount rates and resgerve reguirements resulting in an increase in
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production and income toward the latier part of 1954. S8till, national
income fell by 3.1 billion dollars in 19%4.
2252

National income rose by 25.1 billion dollars; personal income rese
by 18.5 billion dollars. Unemployment declined and reached 2.6 million,
Monetary policy once again was to check inflationary expénsion; dig-
count rates were raised four times in 1955,
1956

Hineteen lundred and fifty-six was an inflationary year. Discount
rates rose twice in 1956, Prices went up faster, at a rate of 3.6 pere
cent (all commodities); wnemployment stood at 2.5 miliion. Corporate
rofits were 21,0 billion dollars in both the years, 1955 and 1956,

From the above discussion it is evident that the period from 1951

to 1956 was an inflationary one, excevting 8 mild slow-down of 1954.
Price Index

The wholesale price index shows a fall in 1952 and 1953, 4 rise
took place from 1954 onward in the price of all of the commodities, If
farm vrices are excluded, there have been increases in price index of
all commodities: 113.2, 114.0, 114.5, 117.0 and 122.2 in 1952, 1953,
1954, 1955 and 1956, respechtively. During all these years a fall has

vne"ertheless been recorded in farm prices,
The reason for a fall in farwm prices and fall in farm income was due to

25 percent drop in farm exporis and a price depressing hulge in farm
production., Farm surplus was one of the vroblems,.?

2Portune, "Business Round Up," December, 1953, p. 25.



Industrial Production

Industrial production rose in all the years excepting 1954. The
index rosze by 4 percent, 10 vercent, 14 percent and 4 perceat in the
years 1952, 1953, 1955 and 1956; it fell by 9 percent in 1954, a
recegsion year.

Hecession was orimarily dus to inventory readjustment - defense pro-
duction was easing and oubpul of capital goods fell 10 percent from

&

April, 1953, to March, 1954.°

There was a fall in govarnmﬁht spending in 1954.which had an effect
on demand and production, Due to high demands for goods and serviees,
productién went up in 1955 and 1956. Prices went u?, and once again,

the problem of checking inflation was faced by the Systen.
Other Financial Institutions

The present economie role played By financial institvutions other
than commereisl banks is of groat importance. Life insurance companies
and saving and loan associations constitute the greatest part of non-
bank financial institublons. Totsl asgets of life insuranece in 1951,
1952, 1953, 1954, 1955 and 19506 were 68,278; 73,375; 84,4965 90,432 and
96,011 million dollers, The apgsets of saving and loan associations
aemounted to 19,2223 22,560; 26,733; 31,736; 37,719 and 43,098 million
dollars. BEaeh year such an expansion of assets adds to the existing
demands for goods énd services and, thus in a pericd of relatively full
employment of rescurces, lead te an increase in prices.

Total federal business bype activities increased by 2-1/2 times in

gix years and total assets reached 66,019.5 million dollars in 1956,

JIbid., 1954, p. 27.



The forees of expaunsion wers powerful that even in 1954, there
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asgets. Moreover,

inereased in each year adding to the pressure on the price.



CHAPTER IV
NFORCEMENT AND OUTCOME

Nineteen hundred and forty-nine marked an upturn from a recession
1950, the beginning of the Korean inflation; 1952, the "filling out
again® of the post war boom; 1953, a year of readjustment; 1954, =
slight deeline in national income, and 1955 and 1956, a resumption in
grouth of national income.

Looking to the inflaticnary period of 1951 and‘1952, it is easy to
understand that the war economy led to inflation.,. The economy was
expanding until the latter part of 1953, HNineteen hundred and fifty-
four, especially the firgt half of the yeér, was a recedsionary veriod
when compared to the rate of expansion in 1951, 1952 and 1952, This
recession was primarily due to inventory readjustment, a fall in govern-
ment spending, ease in defenge préduction, and a fall in out@uﬁ of
capital goods by 10 percent in about twelve months., Contraction in
steel and automobile production was responsible for most of the dip im
retail sales. In all, cutbacks in defense, automobile, steel, paper-
board, shoé and tire production, togéther with a modest decline in
personal income and consumer spending for goods, can be said to be the
reasons for the decline in the industrial oroduction. HNHinetesn hundred
and fifty-five and 1956, as was noted before, vere years of recovery.

A rise in exporis had provided an unexpected stimdus to the economy,

N
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Spending increased at the expense of personal savings which dipped from
8.6 percent of disposable income in the first quarter of 1954, nearly to
the "normal’ rate of 7 percent in the second quarter, Thus it was con-
sumer, not business or government, who led the reecovery to the guite
consternation of the remaining apostles of pure Keynesianism,

Easy woney wag the order of the day until April, 1955, There was
no inflationary danger in sight and the government was consistently
running defieit.

During 1951, the only measure tsken was raising the reserve
requirement to the maximum 1limits., It was a step to check inflation.

In January, 1951, total loans and investment fell by 1.7 billion
dellars, but gtill, they were at about 4.7 billiecn ﬁollars higher than
in 1950, Total deposits and currency went down by 1.8 billion dollars
in January, 1951; the figure was higher by 5.2 billion dollars than the
January, 1950 figure. Gross national product, income and the price
indices went up in aboub the same proportion as they di& in the past.
This shows that this rise in the reserve requirements did not check very
effectively the expansion possibly due to the expansiocnary forcés being
powerful, Reguired reserves went up by 2,466.milli0n dollars, and
hence, it checked the possibility of eredit expansion proportionately.
Excess reserves started falling from January to Junme. It can be said
that expansion would have intensified in Jamvary, 1951, had there been
no inerease in reserve requirenments,

In January, 1953, there was a rise in the discount rate by 1/4 per-
cent, Tobtal deposits and currency fell by 2.2 billion dollars in

.

Jamuary; however, it was higher by 10 billion dollars than in the sawe

period of the previous year. Another rise in total deposits and

1Fortune, "Business Round Up," August, 1954, p. 23.
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currency started by June, 1953. Total losns and investments decreased
wntil June, 1953, However a rise was noted from July, 1953 up to the
end of the year. Borrowing by commercial banks from the Federal Reserve
System in 1953 was at the same level as 1952, i.e., at 0.8 billion
dollars.

In February, 1953, the reduction in margin requirements shous that
the System wanted to case the situation in the stock market. The come
posite stock index began falling from January, 1953. Until the end of
December, 1953, prices did not reach the level of December, 1952, How-
ever, these both actions, cne of raising discount rate in January and
lowering margin requirement in February, were contradictory policies,
By the second half of 1953, inflation was in check.

In 1954, a recessionary tendency was visible, Falls in employment
figuvres, industrial production and income led the System to follow easy
money volicy. Unemployment reached 3.2 million, Discount rate in
February was reduced by 1/4 percent and a further reduction by 1/ per-
cent in the discount rate followed in April, 1954. In June and July
there was a reduction in reserve requirements. Recovery started by the
latter part of 1954. Total deposits and currency increased during all
the wonths of 1954; by 9.1 billion dollars in 1954, compared to 5.3
billion dollars in 1953, and 10.5 bhillion dollars in 1952,

This recession was mainly due to inventory readjﬁstments and cutbacks in
auto, steel, paperboard, shoe, ete. Defense production was easing out.
A rise in export provided an unexpected fillip to the economy. Reduec-
tion of reserve requirement added about 1,555 million dollars to avail-
able bank reserves. This means an increase in bank lending power by 8

billion dollars. Main reason to reduce reguirement was to support nevw
treasury {inancing expected early in August.2

2Ibid., pe 25.



It is evident that the action taken to check this miid recesgion
was very quick, The reason may be a fear of demression., Unemployment
of 3,2 million ean still be said as a full employment economy.

In 1955 and 1956, a change in the discount rates was the only
mensure taken to check inflation., The discount rate reached 3 wereent.
A1l of the seonomic indicators were going upward, Inflation was not
checked even by the end of 1956, Inflation did not make the Systenm as
alert as did the recession. It shows that the fear of depression was of
much more concern than inflation even though the existence of either one

may have adverse consequences on the state of business activity.3
Why Such an Expansion?

Whenever there is a high demand for goods and services, production,
income, employment and profits increase together with rises in prices,
in turn leading to an inflationary trend, That was the basis of infla-

tion during the period.
What Type of Demands?

There was a demand not only domestic but also foreign for American
goods and servieces. There was a general shortage of dollars all over
the world, All of the foreign countries, espeeially the newly develop-
ing ones, needed American goods and services. Domestic demand was high.
Domestic demands can be divided into two parts: public and private.

Both were high.

BFluctuations in the level of prices are assumed to be undesirable
since these changes in the value of money, among other things, increase
entrepreneurial uncertainty about the future and cause unnecessary
redistribution of income.
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Government Spending

4 rise in government spending and a defieit budget added to the
inflation. This is a measure of depression.¢ At the same time there
was a conbinuous Increasse in publie debt. Government had to borrow from
the System from time to time, Ail of these factors added together added
to the infletion, Such government actions (which add to inflation)
weaken the actions (which check inflation) taken by the manetary‘author~
ities because one adds bto the stock of money and, hence, to priées and
the other tries to reduce the same. Honetary actions supported by

government, therefore, achieve the desired results better and faster.
Use of Weapons

Central bank actions were not as active in inflation as they were
in 195/4. It has been very cautious in using the wespons. HNo drastie
steps were taken, Prcbably the fear that depression may develop was a
dominant characteristic in poliey. HNo doubt, with inereasing popula-
tion, an increase in production and progress in the economy is needed
but not an inflation'with increasing prices, Monetary weapons were used
to a very limited éxtent to check inflation. It is quite possible to
use two or three weapons at one time, if needed, to check inflatioxn, but
such a uge of the weapons was not made., Inflation was checked in 1954,

but it was not mainly due to the use of the weapons hut due to

4Usually such 2 poliey is to alleviate a business depression. This
is often called "compensatory spending" because it is argued that the
policy of government borrowing and spending may inerease general pur-
chaging power to such an extent as to compensate for the deeline of pri-
vabe borrowing and spending to which the depression may be atiributed.



readjustment in inventory and a fall in government spending., A4 wild
slow-down in the economy was termed a recession in 1954, but the writer

would term it as o check of inflation.

At times an easy woney poliey was folloved to meet the seasonal
needs, Usually such a policy is needed to avoid economic collapse, bub
under inflationary conditions such poliey is not a necessity and only
gives impetus to the existing inflation,

When expansionary forces are strong, & wild use of weapons can not
be very effective. Ho doubt, thers was some effeet of the use of the

weapons, Perhaps we can say boldly that if these weapons vwere not used

the inflation might have been more.



CHAPTER ¥V
SUMMARY AND CONCLUSION

An iﬂcrease.in rezerve requirement and discount rates was princie-
pally uged by the System to check the inflationary trend, In 1954, the
inflation wag checked, However, the incrszse in unewnloyment led to a
fear of depression and an sasy money peolicy was followed, In 1954, a
reduction in reserve requirements and discount retes waeg helpful in
mitigating the downturn. The downturn in 1954 had possibly come from
fall in governmental spending as well as from the inventory readjustment
egpecially in the automobile and steel industry. Open merket operations
of the Federal Reserve, however, were used to a limited extent. A
tight money policy was followed in 1955 and 1956 to dampen the infla-
ticnary pressure. With member banks in possession of adequate excess
regerves, there was 1little use made of borrowing from the System.

The foree of the econowie expansion was mainly due to the demands
of the U, S, goods and services in national and international markets

and the high level of governmental spending and demend for defense

It iz exbremely difficult to accurately measure the effects on
uginassg actlivity exerted by certain monetsary policiezs, For instance,

the inecrease in business activity or contraction which can be attributed

e

P
wt

to one weapon or the other in virtually impossible to assess. There

always a problem in that meny factors operating together produce the

37
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results, and to determine the influence exerted by each factor seems an
impossible task, One must consider the whole complex of monetary and
fiscal measures, how their implementation influences the economy as
indicated by changes in a particular criteria of poliey. This, to a

limited extent, the author has tried to do,
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APPENDIX A

GROSS NATTOWAL PRODUCT AND ITS COMPOHERIS
(Billion Dcllars)

1951 1952 1953 1954 1955 1956
Gross National Product 328,2 346.. 363.2 361.2 391.7 A1A.7
Pergonal Consumption
Bxpenditure 208,3  218.3  230.5 236.6 2544 267.2
Durable 7.1 26.6 29.8 20,4 35.6 33.9
Nondurable 111.1 116.1 119.1 120.6 126.0 133.3
Serviees - 70,1 75.6 81.7 86,6 92.8 99.9
Gross Private Domestic
Investments 56,9 9.8 50.3 (8.4 60,6 65.9
Newr Construction 23.3 23.7 25,8 27.8 32,7 . 33.3
Residential 11,0 11,1 11.9 15,5 16.6 15.3
Others 12.4, 13.6 13,8 14.3 16.1 18,0
Producers Durable ,
Equipnment 23.2 23.1 243 22:5 23.7 28,1
Changs in Business
Inventory 10,4 3.0 .3 ~1le9 4e2 Leb
Non.far'ﬁ} Okﬂy ] 9.0 2.1 09 -204 !4—.0 500
Net Foreign Invesiment o2 -2 =20 —od oty led
Government Purchagye of
Goods and Services 62.8 T1e5 8Lt - T6.6 1.1 80,2
Federal 41,0 5443 59.5 48,9 468 5
State and Local 21l.8 23.2 24.9 27.7 30.3 33.0

Source: (1) 85th Congress, First Session, Economic Indicator,

Jammary, 1958,

{2) Board of Governors of the Federal Reserve System, Federal
Reserve Bulletin, Washington, D. €., April, 1957, p. 471.
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APPERDIX B

NATIONAL AND PERSONAL INCCHME, CORPORATE PROFIT,
POPULATION, AND UNEWMPLOYMENT

1951 1952 1953 1954 1955 1956

National Income (billions) 277.0 290,2 302.1 . 299.0 3241 343.6
F

Total Pergonal Income
(billions) 255.3 271.8 286,0 287.4 305.9 326.9
Disposable Personal Income
(billions) 226,1 237.4 250,2 25445 270.2 287.2
Corporate Profits (billions) 18,7 16,1 16,7 16.0 21.0 21.0
Population (thousandg) 154,360 157,026 159,636 162,417 165,270 168,174
Unemployment Civilian Labor
(thousands) 1,879 1,673 1,602 3,230 2,654, 2,551
Per Capits Disposable Persconal :
Income (1951 prices) 1,534 1,548 1,592 1,586 1,660 1,708

Source: 85th Congress, First Session, Economig Indicator, Jamuary, 1958,

£7



=

axn

0

Thou

INCOME AND CORPORATE PROFITS

A—{LOQ T T T T ¥
300 | National Income _,.4‘/'// |
- Personal Income _ . ---- )
o P
ke o T T Disposable Personal Income
f"'i
& 200} ]
£
A
F""I
1
ord
m
i0or .
Corporate Profit
O L i 1 1 i
Figure 2
POPULATION AND UWEMPLOYMENT
200,000 . , ‘ . ,
175,000 -
- Population .
150,(}00% _ O iy gty §
B,OQO r
2,500+
2,000+t Unemployment .
1,500t ]
1,000}
500
O 1 i [ 1 1
1951 1952 1953 1954 1955 195
Tear

Figure 3



GOVERNMEET EXPENDITURE AND RECEIPT, AND PUBLIC DEBT

APPENDIX C

(Billion Dollars)

1951 1952 1953 1954 1955 1956
Net Receiptal K16 Blud 6L.B 6LT 6D i)
Total Expenditurel 441 65.4 7h.3 678 6L 66.5
Balance 3.5 40 ~9.4 3.1 ) 1.6
Public Debtt 255,3  259.2 260.1  271.3  27h . 272.8
U. S, Government
Securities Held by
Pederal Reserve
Banks (end of
Decenber)? 23,5 2447 25.9 25,0 2442 248

Source: 185th Congress, First Session, Economic Indicutor,

Deceuwber, 1957.

45

2Board of Governors of the Federal Reservoe System, Federal

Regerve Bulletin, Washington, D. C., Augusit, 1957,

Pe 946,
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APPENDIX D

INDUSTRIAL PRODUCTION AND CONSUMER, WHOLESALE,
AND STOCK PRICE IHNDICES

1951 1952 1953 1954 1955 1956
Total Industrial Pro- ‘
duetion (1947-49 = 100) 120 124 134 125 139 143
Wholesale Price (1947-49 = 100)
1. All Commodities 114,86 111.6  110.,1  110.3  110.7  114.3
2. Farm Product 113.1 107.0 97,0 95,6 %9.6 88,4
3., Other Than Farn 115.,9  113.2 114.0 114.5 117.0 122.2
Consumer Price (1947-49 = 100)
1. A11 Ttems 111,0  113.5 1l4.4  114.8  114.5  116.2
2. Only Food 112.6  114.6  112,8 112,46 110.9 111.7

Stock Prices (1939 = 100)
1. Composit Index 184.9 195.0 193,3 229,.8 304.6 345,0
2. Total Manufactures 206,8  220.2 220.1  271.3 34,4 438.6

Source: (1} 85th Congress, First Session, Economie Indicator,
December, 1957,

(2) Board of Governors of the Federal Reserve Systenm, Federal
Regerve Bulletin, Washington, D. C., August, 1957, p. 946.
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APPENDIX E

DEPOSITS, TOTAL CURRENCY T¥ CIRCULATION, LOANS AND INVESTMENTS,
RESERVES, CONSUMER CREDIT AND BORROWING BY BANK

1951 1952 1953 1954 1955 1956

Total Deposite and Currency (billions) 199.9 200.4 R08.7 214.8 221,90 226.4
Demand Deposits 98.2 101.5 102.5 106.6 - 109.9 Sl 4
Time Deposite 6l.5 65,8 A 753 73 L 8242
U. 8. Government Deposits 3.9 5.6 4.8 5.1 bk b B
Currency in Cireulation® (millions) 29,206 30,433 30,781 30,509 31,158 30,985
Loans and Investments (billions) 132.6 141.6 14547 155.7 160,9 165.1
Investuments 74,9 775 73.1 85.3 78.3 T4e &
Required Reserve (billions) 18,5 19.6 19.3 18,5 18,3 18,4
Excess Reserve » W8 .3 . o7 8 6
Consumer Credit Outstanding (millions) 22,617 27,401 31,243 32,292 38,648 41,865
Borrowing at Federal Reserve

Bank (millions) o3 .8 B o1 6 T .8

Source: (1) 85th Congress, First Session, Economie Indicator, December, 1957.

#(2) Board of Governors of the Federal Reserve System, Federal Reserve Bulletin, Washington, D, C,
August, 1957, p. 929,
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APPEIDIX F

TOTAL ASSETS OF LIFE INSURANCE COMPANY, SAVING AND LOAW
ASSOCIATION, CORPORATIONS, FEDERAL BUSINESS
TYPE ACTIVITY AND CORPORATE DIVIDENDS

1951 1952 1953 1954 1955 1956

(Millions)}

Total Asgets of .
Life Insurancel 68,278 73,375 78,533 84,486 90,432 96,011 ,

Saving and Loan
Associationl 19,222 22,660 26,733 31,736 37,719 43,098

Total of Federal
Business Type

detivity

(assets)? 26,744 20,945 38,937 41,403 45,304 66,019.5
(Biltions) |

Corporate Cash

Dividende3 2.1 9,0 9,3 9.9 11.0 11,9

Currvent Asgets

of Corpors- '

+iong3 S 179.1 186,2 190, 2 194.6 PANARS 202.8

Sources ABoard of Governors of the Federal Reserve System, Federal
Reserve Bulletin, Washingbon, D. C., August, 1957, »n. 941.

21b1d., p. 943.

3Tvid., p. 950.
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APPENDIX G

TOTAL RESERVE BANK CREDIT OUTSTANDING

(Including Total Y. S. Government Securities, Discount and
Advances and All Other Items - Million Dollars)

1951 1952 1953 1954, 1955 1956
January 23,051 23,783 26,478 25,437 25, 449 25,879
Febrmary 23,183 23,904 26,194 25,688 25,021 25,183
Harel 24,150 23,270 24,4927 25,316 24,989 25,517
April 23,560 23,632 25,546 25,382 25,070 25,411
May 23,481 23,152 25,589 25,781 24,924 25,237
June 24,043 23,551 25,414 25,642 24,958 25,516
July 24,033 24,821 26,176 25,183 25,437 25,599
August 24,309 25,206 25,958 24,696 25,450 25,357
September 25,058 244742 26,252 25,183 25,525 25,737
October Rhiy 427 25,855 264,550 25,401 25,792 25,698
Hovember 275734 26,740 26,133 25,944 26,089 26,097
Decerber 25,009 25,825 26, 480 26,317 26,853 27,157
Source: Board of Governors of the Federal Reserve System, Federal

Regerve Bulletin, Washington, D. C., December lssues for
Years 1951-1956,



APPERDIX H

CONSUMER CREDIT OUTSTANDING

(illion Dollars)

1951 1952 1953 1954 1955 1956

January 19,937 20,126 25,508 28,724 37,848
- February 19,533 19,717 25,504 28,140 29,518 37,474
March 19,379 19,560 25,946 27,833 29,948 37,761
April 19,126 19,788 26,455 28,095 30,655 38,222
May 19,207 20,293 27,056 28,372 31,568 38,919
June 19,256 20,961 27,411 28,666 32,471 39,454
July 19,132 21,213 27,581 28,725 32,89 39,474
August 19,262 23,030 27,81 28,736 33,636 39,878
Septenber 19,362 23,414 27,979 28,856 36,161 40,074
October 19,585 244050 28,166 28,975 36,573 10,196
November 19,989 R4, 525 28,252 29,209 37,114 40,631
Decenmber 20,644 25,705 28,390 30,125 38,648 41,863

Soureae:

82nd to 85th Congress, Bconomiec Indicator, December issues for 1951 to 1956,

KL



APPENDIX I

TOTAL STOCK OF MONEY AND TOTAL LOANS AND IWVESTMEWES
(Billion Dollars)

_Total Deposits and Currency

Total Loans and Investments of Gommercial Banks

1951 1¢52 1933 1954 1955 1956 1951 1952 1953 1954 1955 1956

January 178,8 188,2 198,2 203.5 213.4 247.2 125.0 132,88 140.8  145.3 156.2 159.4
February 178.9 188,0 197.4 202.5 212.0 216,1 125.0 132,2 140,1 145.3  154.8 158.4
March 179.% 188,7 196,9 201.,3 210.6 217.8  125,7  132.5 140,00 142.8 153,85  159,9
April 179.2 88.7 185,4 202,3 213.0 219.4 125.4 132.3 730.) 144,10 155.5  180.1
Jurne 130.8 191.4 196.6 205.3 213.5 219.7 126,0 1344 13u. 146.4  155.3 160.0
July 180.8 193.4 201.3 204.9 2146 217.5 126.1 136,88  143.2  147.3  157.0  158.6
Aungust 11,6 193.1 2011  206,3 214,22 219,1  127.0 136.6  143.1  149.5 156,7 161.0
September 183,88 194,2 201.1 207.7 214.8 220.,1 128,46 137, 143.,0  150.6  157.3 162,0
Ochtober 185,8 196.1 201.7 211.4 216.7 220.9 130.5 l39.4 143.9  154.1  158,9  162.5
Hovember 187.1 198.9 203,6 211,3 21%.2 222.9 131.9 141.,7 145.5 155,7 159.4 163.0
December 189,88 200G.4 205,77 213.7 221,0 236.4 132.,6 1416 145,7 155.9 160.9 165.1
Source: &2nd to 35th Congress, Economig Indicator, December Isgues for Years 1951-1956,

&g
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