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By the Office of Business Economics

ECONOMIC activity moved forward in September with
a better than average seasonal performance. In general, the
change was not marked except that business purchasing was
more in line with current levels of consumption and invest-
ment use of products than was true in the spring and early
summer months. The result of the shift for the third quarter
was to produce an over-all stability in economic activity, in
contrast to the moderate downward trend in the first half of
the year.

Industrial production has moved up from the mid-summer
low, though coal output was cut by the work stoppage which
began on September 19, and further reductions in total out-
put were in the offing as the result of the stoppage in steel
which began on October 1. Employment was seasonally
lower during September with the return of students to school
and the lag in harvesting operations in many agricultural
areas, but unemployment declined to 3.4 million, the lowest
figure since May.

Construction activity, particularly residential, continued
to be a strong spot. The value of building put in place in
September exceeded $1.9 billion, slightly more than in August
and about the same as in the corresponding month of last
year. Department store sales advanced with the showing of
fall merchandise.

Demand maintained

Most other economic indicators supported the dominant
note of stability or modest improvement in the late summer
and early fall. Wholesale prices edged slightly upward—
though prices of some imported commodities were lower at
the end of September, following the devaluation of foreign
currencies. Manufacturers’ new orders in August were at
about the same level as in June and the volume of sales
moved to higher levels.

Since early spring there has been little change in personal
incomes—at $211.5 billion, on a seasonally adjusted annual
basis in August—or in retail sales, as depicted in the chart
on the left, A cross-current in the economic situation was
the weakening demand for capital goods, described in the
section below on plant and equipment expenditures.

Total industrial production gains

The rise in industrial production in September reflected
further gains in output of basic industries such as steel,
automobiles, lumber, textiles, paperboard, and crude pe-

1
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troleum. In general, the rate of output in September was
higher than in any month since May though still below the
peak reached in the autumn of last year.

For most industries the advance from the July low point
was somewhat more than seasonal. The automobile indus-
try continued to operate at a record rate in September, turn-
ing out over 600,000 cars and trucks for the second consecu-
tive month, despite fewer working days. Sales of copper
expanded further, although at a much smaller rate than in
August, and output of lumber rose more than seasonally.
However, deliveries of freight cars to railroads continued
their downward trend in line with the substantial reduction
in order on the books of car builders which are now only
about one-fifth as large as at the beginning of the year.

Similar production gains were reported for many of the
nondurable-goods industries following the midsummer vaca-
tion shut-downs. Reflecting the sharp upturn in new orders
which have been running at a record rate since July, output
of paperboard in September on a daily average basis reached
a new postwar peak. Gasoline refinery operations were
maintained close to the earlier highs. There was a substan-
tial increase in rayon deliveries to a level above the previous
postwar peak and some rise in cotton consumption,

Effect.of work stoppages on output

Steel output, as a result of the work stoppage, dropped
from about 85 percent of rated capacity in late September to
close to 8 percent in the first 2 weeks of October. Produc-
tion of bituminous coal had dropped to 2 million tons per
week in the last 2 weeks of September, compared with the
rate of 8 million tons previously prevailing under the 3-day
workweek and 11 million tons in the period prior to July 9
under the normal workweek. In anthracite mines, where
output had also been cut, full operations were resumed on
October 3 and the strike was lifted also for bituminous mines
located west of the Mississippi River.

Neither the work stoppage in coal nor the one in steel in
early October had immediate effects on consuming industries,
though of course there were some exceptions to this general
rule among individual firms. Stocks of coal reported to the
Bureau of Mines on September 1 ranged from a 49 days’
supply for the railroads to 117 days’ supply for electric
power utilities. Stocks of steel in metal fabricating plants
on the eve of the strike, industry reports suggest, were on
the average well in excess of a 30 days’ supply.

Sales and incomes rise

The rise in production since July was supported in most
lines by a pick-up in manufacturers’ sales and new orders.
The dollar value of manufacturers’ sales in August totalled
$18.7 billion, seasonally adjusted, a gain of $1.6 billion from
the previous month, while new orders rose by 10 percent.
The further reduction of nearly $700 million in manu-
facturers’ inventories after seasonal adjustment was ac-
companied during the month by a slight increase in stocks of
retailers and wholesalers, suggesting some relaxation in the
cautious purchasing previously characteristic at these levels
of distribution.

Underlying the slowly expanding volume of demand at the
manufacturers’ level was the generally sustained volume of
personal incomes and consumer expenditures. Reversing
the dip in July, personal incomes rose by $1.8 billion at a
seasonally adjusted annual rate in August and remained
within 2 percent of the level of the corresponding month of
last year. Retail sales also rose slightly in August and
changes by line of trade maintained about the same pattern
characteristic of earlier months.

The principal advance was again in the sale of new
automobiles, with vehicle dealers grossing one-fourth more
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than in August of 1948. Otherwise, the changes were small;
jewelry stores and men’s and women’s apparel were both
lower than in July on an adjusted basis and sales in food and
jewelry stores were higher. There was an increase of 6 per-
cent in building materials from July and a modest decline for
hardware stores. The total volume of retail sales in August
on the basis of the revised series of retail sales appearing in
this month’s issue was $128 billion on a seasonally adjusted
annual basis—3 percent below August of last year which was
the postwar peak.

W holesale markets stabilize

The rise in wholesale prices from August to September,
though not large, carried forward the general stabilization of
markets which developed in early summer, following the
steady decline from the autumn of last year. Industrial

Chart 2.~—~Weekly Wholesale and Spot Market Prices
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prices were generally firm or rising with print cloth and steel
scrap in particular registering large advances. Agricultural
prices also moved upward, though in the latter half of the
month the onset of the heavy marketing season brought
lower prices for livestock. The price of cotton was another
exception. It declined moderately throughout the month
reflecting the lower Government support price effective for
the crop marketed this fall, the heavy supplies available, and
the initial downward pressure, common to many internation-
ally traded commodities, exerted by the widespread devalua-
tion og foreign currencies announced in the latter part of the
month.
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Small effect of devaluation on price level

The immediate effect of the devaluation upon the domestic
price level was slight since the immediate impact affected in
the main some of the internationally traded raw materials.
Domestic demand remained dominant for the great majority
of the products sold in American markets and wholesale
prices for all commodities other than farm products and foods
continued upward through most of the month, as depicted
in chart 2. The over-all wholesale price index declined
slightly in the latter part of September because of the lower
livestock and meat prices already noted.

Nevertheless, for imported commodities—such as rubber,
tin, wool, sisal, and burlap—and also for some domestically
produced commodities for which export markets are im-
portant, there was a swift reaction, as chart 2 shows.

Table 1 presents details concerning the 28 countries which
devaluated their currencies in the 5 days between September
19 and September 23, and the four other countries which
followed in subsequent weeks,

Opportunity for world trade adjustment

The termination of the postwar inflationary pressures in
the United States during the second half of last year in-
tensified the discrepancies in the economic development
between this and many foreign countries, particularly the
United Kingdom. These discrepancies are particularly
evident in the decline of domestic demand—mainly for
inventory accumulation—as compared with the continued
high demands abroad by business as well as by consumers and
government. These differences in the internal economic
conditions were bound to increase the imbalances in inter-
national transactions, after an apparent improvement in 1948
when the increase in foreign production was accompanied by
abnormally high demands here.

Chart 3.—United States Foreign Trade
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Against this background the devaluations abroad appear
to be an attempt to facilitate adjustments in external trans-
actions of foreign countries, which could not be as satis-
factorily accomplished by means of government regulations
or through domestic deflationary policies. It is generally
recognized, however, that international payments can not
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be brought into balance by monetary measures themselves,
but only if these measures are successful in either increasing
foreign production and exports or reducing consumption
and foreign imports. Thus the effects upon world trade and
upon the United States economy can not yet be fully
appraised.

Table 1.—Recent Revisions in Exchange Rates

Par value, U. 8.
cents per unit of | Change b
. currency in par ate
Country Monetary unit value, in | effective
percent
o New
Stergng A({eﬁ: a . 1949
nite: ingdom 1_.____.
Treland 280. 00 30.5 | Sept. 18
Iceland 10.71 30.5 | Sept. 20
South Africa.. 280. 00 30.5 | Sept. 18
Iraq ... 280. 00 30.5 | Sept. 20
India... ... ____.... Sept. 18
Burma_ ... _________ 2L.00 30.5 Sept. 19
Ceylon_...__._._.. Sept. 20
Straits Settlements 47.02 32.67 30.5 | Sept. 18
Hong Kong. 25.19 17.51 30.5 | Sept. 18
Australia_ .. 322.40 224,00 30.5 | Sept. 18
New Zealand 403. 00 280. 00 30.5 | Sept. 19
100. 00 90. 91 10.0 | Sept. 19
26. 80 18.62 30.5 | Oct. 3
25.12 17.46 30.5 | Oct. 3
52. 63 40.82 22,4 -
65. 83 56.18 147 |-
413.30 287.16 30.5 | Sept. 19
2. .
200 [} 2000 | o83 lsept. 18
403.00 280. 00 30.5 | Sept. 18
410.08 8.00 20.6 | Sept. 27
Europe:
Fraxg,e: s \
ommereial. ..o | oooooooiii_.. . 3676 22,3
Sl e 23 \sept. 23
2,28 2.00 12.3 | Sept. 21
Deutschesmark.___| 30.00 23.81 20.6 | Sept. 29
Guilder______...__ 37.70 26.32 30.2 | Sept. 19
Krone.._..________ 20. 84 14.48 30.5 | Sept. 18
Markka. . 625 4348 30.5 | Sept. 19
Krone... 20.15 14.00 30.5 | Sept. 20
Krone 27.78 19.31 30.5 | Sept. 20
Lira.....__ 1739 . 1572 9.6 | Sept. 26
-{ Drachma._ 5.01 . 0067 33.3 | Sept. 20
Escudo......_._._. 4,00 3.48 13.1 | Sept. 22

1 All local currencies of British Crown colonies, except British Honduras, have been de-
valued by 30.5 percent.

2 These rates apply to specified commodity transactions. Other commercial rates have
been devalued to the same extent, except that the prior dollar-peso rate had been maintained
with respect to certain imports and to the export of some basic commodities. The “free’’
market rate, for non-trade transactions depreciated by approximately 46 percent.

3 Not official. .

4 Average of buying and selling rates known as middle rate.

5 These figures do not represent official exchange rates, but are quotations based wholly
or in part on current quotations for the dollar in a “free”” market.

Source: Board of Governors of the Federal Reserve System.

The competitive position of foreign countries vis-a-vis
the United States has to some extent been restored. Whether
they can avail themselves of the improved competitive op-
portunities depends upon the ability of foreign countries to
increase actual deliveries. Over the long run the adjust-
ments following devaluation provide the basis for facilitating
2 high volume of international trade as well as for amelio-
rating the financial difficulties associated with the dollar
shortage abroad.

Removal of trade restrictions

Recent developments have already pointed to some relax-
ation of import controls which may make competitive price
relationships more important in the direction of products to
market and in the allocation of resources in production.
Under the program for liberalizing trade of the Organization
for European Economic Cooperation, Italy and the Benelux
countries have announced the lifting of licensing and quotas
on important groups of imports from other Marshall Plan
countries. In addition they have submitted lists of other
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groups of imports on which similar action would be taken in
exchange for comparable reciprocal reductions by other
countries. United Kingdom has also indicated that quota
restrictions on a long list of imports from other Marshall
Plan and commonwealth countries would be removed.
The continued role of the United States as a leader in
reducing trade barriers was assured by the action of Congress
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in renewing the reciprocal trade agreements act for another 2
ears, eliminating the “peril points” amendment enacted
ast year restricting the power of the President in negotiating
reciprocal trade agreements. Meanwhile the first of the
multilateral tariff reductions under the renewed authority
was completed at the Annecy Conference and was open for
signature on October 10 by the participating nations.

Second-Quarter

COR PORATE profits declined further in the second
quarter of this year, according to preliminary estimates of the
Department of Commerce. This was the third successive
quarterly decline from the third-quarter 1948 high.

On a before-tax basis, second quarter profits amounted to
$6.6 billion, 12 percent below the $7.5 billion earned in the
first quarter of the year and about one-fourth less than in
the second quarter ofy 1948. The first-to-second quarter profit
drop was associated with falling profit margins, as sales ex-
perienced only a fractional decline over the same period.

Adjustment of the profit estimates to take account of
seasonal variations reduces the first-to-second quarter decline
to 10 percent. On this basis, at annual rates, the decline in
profits before taxes was from $29.4 billion to $26.4 billion.

The relative movements of aggregate profits after taxes in
the recent period were similar to those of profits before taxes.
This similarity reflects the virtual stability of the over-all
effective tax rate, which in both 1948 and the first half of
this year was spproximately 40 percent.

Profits earned in current production, computed by adding
to profits before taxes the inventory valuation adjustment—
the difference between ‘“book” costs of goods sold and the
cost obtained by adjusting book costs to reflect the current,
or replacement, value of inventories used up in production—
fell much less than book profits. Inclusive of the inventory
valuation adjustment, profits before taxes at seasonally
adjusted annual rates were $33.0 billion in the second quarter
of 1948, $31.8 billion in the first quarter of 1949, and $31.1
billion in the second quarter of the current year.

The more favorable showing of profits including the inven-
tory valuation adjustment is due to the fact that this measure
takes into account the effect of the recent downward move-
ment of prices on the replacement cost of inventories. In
the computation of “book’” profits, the predominant cor-
porate practice is to value inventories used up in production
on an original cost (‘“‘“first-in, first-out”) basis, rather than
at current replacement prices.

Attention is again directed to the difficulties encountered
in the measurement of corporate profits and the inventory
valuation adjustment on a quarterly basis, as well as to the
problem of adjustment for seasonal variation. These limita-
tions of the data should be considered in the interpretation
of quarter-to-quarter changes.

Table 2 presents, for the first and second quarters of this
year, preliminary estimates of corporate profits both before
and after Federal and State income and excess profits taxes,
classified by broad industry groups.

All of these industrial groups except transportation sus-
tained first-to-second quarter profit declines. In transporta-
tion both the railroad and non-railroad components advanced
considerably, even after allowance for the seasonal factor.
‘The decrease recorded for communications and public utilities
was entirely seasonal. Relative declines were largest in
manufacturing and mining. Trade, which is included in
“all other industries,” also experienced a larger-than-average
rate of contraction.

Total manufacturing profits declined 17 percent from the
first to the second quarters ef the year. Declines were wide-

Corporate Profits

spread among the component industries, with the sharpest
relative declines recorded for textiles and apparel, and chemi-
cals. Major exceptions to the declining pattern were the
automobile and food industries, in which profits advanced
markedly.

Aggregate profits before taxes in the second quarter were
one-fourth below the corresponding quarter of last year.
Declines were reported for all broad industry groups exeept
communications and public utilities, where a 13 percent
increase was recorded. Profits before taxes in these indus-
tries had increased but little during the earlier postwar years
when total profits were rising sharply.

Table 2.—~Corporate Profits Before and After Taxes, First and
Second Quarters of 19491

[Millions of dollars]

Profits before taxes| Profits after taxes
Industry group

First Second First Second

quarter | quarter | quarter | quarter
All industries, total % ____ . __. . ___________ 7,521 6,586 4,572 3,937
Mining. 244 202 168 138
Manufacturing._...___. - 4,281 3, 550 2, 608 2,122
Metal industries 3__ 1,962 1, 570 1,141 882
Other manufacturing_ 2,319 1, 980 1, 467 1, 240
Transportation. _._.______.___.______ -- 152 285 46 118
Communication and public utilities_._........._. 475 442 239 265
All other industries 4._________________......__ 2, 369 2,107 1,461 1,294

t Comparable data for the quarters of 1948 were published on page 4 of the August SURVEY
oF CURRENT BUSINESS. Annual corporate profits estimates by major industrial groups for
1948 and revised estimates for the years 1942 through 1947 were published in the SURVEY for
July 1949 on pp. 16, 17. For similar data for the years 1929 through 1941, consult the “National
Income Supplement” to the SURVEY for July 1947, pp. 30-32, Concepts and methodology
have been described in ““Trend of Corporate Profits, 1929-45’’ SURVEY, April 1946, pp. 11-12,
The principal change made since that statement was prepared has been to adjust for tax
credits flowing from the carry-back of unused excess-profits tax credits and net operating
losses; that is, these tax credits were added to profits after taxes in those years to which the
tax credits were carried back.

2 Total profits for all industries include the adjustment for the net flow from abroad of
dividends and branch profits.

3 Comnsist of iron and steel, nonferrous metals, machinery (except electrical), electrical
machinery, transportation equipment (except automobiles), and automobiles.

4 Consist of agriculture, forestry, and fisheries; contract construction; wholesale and retail
trade; finance, insurance, and real estate; services; and the international balance adjustment.

Source: U. 8. Department of Commerce, Office of Business Economics,

In the aggregate, the profits of manufacturing corpora-
tions declined 30 percent from the second quarter of 1948
to the second quarter of this year. Declines were recorded
for all but two of the twenty major industry groups.

The drop in manufacturing profits was smaller in the metal
than in the nonmetal sector. Although this is attributable
in large measure to developments in the automobile industry,
where profits rose sharply, the pattern persists if this industry
is excluded from the comparison. Profits in the second
quarter of this year, as compared with the same period
a year ago, were down about 40 perceut in the nonmetal
group and 25 percent in metals, excluding automobiles.

In all nonmetal manufacturing industries except tobaeco
and food, there were sizable declines in corporate earnings
over the period. Profits rose appreciably in the tobacco
industry and declined only slightly in food manufactures.

National income estimates incorporating the profits
figures presented above may be found on page S—1 of this
issue of the Survey.
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Plant and Equipment Outlays

CONFIRMING the surveys made earlier this year, the
latest survey of the anticipated volume of investment in new
plant and equipment by nonagricultural business shows that
expenditures in the closing months of 1949 are expected to
be lower than in the corresponding period of 1948. According
to estimates based on reports submitted by business firms
this past July in the joint quarterly survey by the Depart-
ment of Commerce and the Securities and Exchange Com-
mission, expenditures in the second half of 1949 will total
$8.8 billion—a 14-percent decline from the all-time peak
reached in the same period in 1948. However, as explained
later, actual expenditures will probably not show so large a
decline as that indicated by these anticipations.

With $9.1 billion actually expended in the first half of
1949, total nonagricultural investment in new plant and
equipment for the year as a whole will be close to $18 billion
as compared to $19.2 billion in 1948 (see table on p. 24). While
construction and equipment costs have fallen from their
peaks in late 1948, average costs in 1949 probably will
approximately equal the 1948 average so that the indicated
decline in annual outlays for capital goods in 1949 is rela-
tively the same in both value and physical volume. The
decrease in physical volume from the second half of 1948 to
the second ha{} of 1949 will be considerably less than the
decline in value.

In evaluating this decline in fixed investment it should be
borne in mind that the 1949 level is higher than that in any
year prior to 1948. It is also considerably less affected by
the war-induced backlog than were the earlier postwar years
though there still appears to be some influence of deferred
demand.!

In addition, there are factors which may result in some
overstatement of the expected decline in the latter part of
1949. In the first place, the projected figures for the fourth
quarter of 1949 are probably understated in comparison with
the reported data for actual expenditures in the fourth
quarter of 1948. This is due to the accounting practice by
many firms of concentrating additions to capital accounts in
the last quarter. If comparison is made between anticipa-
tions for the fourth quarter of this year and anticipations
for the fourth quarter of this year and anticipations reported
at the same time last year, the reduction is 9 percent as
against 21 percent when actual 1948 data are used.

Second, the current reports reflect business anticipations
in July—a period which preceded the current upturn in
business activity. Third, the recent firming of prices
following the decline in the first half of this year may have
reversed some earlier decisions to postpone purchases of
capital goods.

Changes in planned investment

The volume of plant and equipment expenditures in
1949 anticipated by business in the survey made in February
of this year was only slightly higher than the currently
indicated level—and, in the light of the above factors, it
may very well be realized or possibly exceeded. The
reduction from the earlier anticipations indicated by the
current figures is scattered among most of the major indus-
tries and appears primarily in curtailment of plant construc-
tion programs rather than in equipment acquisition.

On the basis of the current survey capital outlays in the
second and third quarters of this year are revised downward
by 3 and 2 percent, respectively, from the levels indicated
by the survey taken 3 months previously. Actual outlays
in the second quarter were below the preliminary estimates
in each major industry. In the third quarter, only in the

p 1 See “The Demand for Producers’ Durable Equipment”’, SURVEY OF CURRENT BUSINESS
une, 1949.

case of the railroads are preliminary estimates of plant and
equipment expenditures above anticipations.

These downward adjustments in anticipated expenditures
this year are a reversal of those experienced heretofore in the
quarterly surveys. From 1945, when the surveys were
initiated, through 1948, anticipations by business have
generally been somewhat below actual expenditures. The
recent change in part stems from the declining trend in
costs of capital goods in 1949 in contrast to the steady
upward movement of these prices in the 1945-48 period. 1t
may also reflect the influence of a changing business climate.

(Continued on p. 24)

Chart 4.—Business Expenditures for New Plant and
Eguipment !
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t Excludes expenditures of agricultural business and outlays charged to current account.
Data for third quarter of 1949 are preliminary.

2 Includes trade, service, communications, construction, and finance.

Sources of data: Beginning with 1945, U, 8. Department of Commerce, Office of Business
Economics and Securities and Exchange Commission; prior to 1945, Board of Governors of
the Federal Reserve System.



By Elwyn T. Bonnell Y

Public and Private Debt in 1948

This article presents estimates of public
and private debt as of the end of 1948.
Estimates by major categories of net debt
are carried back to 1916, and complete
tabulations on both the net and gross basis
are shown for 1929 forward.

The scope of the text has been restricted
to a short discussion of recent developments
and a brief summary of trends in net debt
over the past 32 years. A more thorough-
going analysis of indebtedness would have
to be carried well beyond the data presented
here.

An explanation of the net and gross con-
cepts is given in the note at the end of the
article. The reader is cautioned against in-
terpreting these estimates without an under-
standing of the meaning of “net” and “gross”
as applied in the various debt sectors.

THE sustained high level of economic activity in 1948 was
accompanied by an increase in the combined total of net
public and private debt. Total net debt amounted to $429
billion on December 31, 1948—$14 billion larger than a
year earlier.

The increase in total debt during 1948 was a composite of
divergent movements in the public and private aggregates.
Net public debt was reduced $5 billion, while net private
debt moved upward $19 billion, continuing the expansion
begun at the close of the war. The general postwar advance
in production, incomes and prices was reflected in cash sur-
pluses enabling the Federal government to reduce its debt
substantially and in strengthened financial positions per-
mitting private business and individual borrowers to expand
debt obligations. Private net debt reached a high of $197
billion at the end of last year. Both the amount and the
rate of growth during 1948 were less than those recorded in
1947.

Further reduction in public debt

The reduction of $5 billion in net public debt during 1948
was the result of a cut in Federal indebtedness of $6.8
billion and a rise of $1.8 billion in State and local government
obligations.

Whereas Federal net debt—that held by the public and
State and local governments—was reduced last year $6.8
billion, there was a drop of $12 billion in the Federal gross
debt. Approximately $5 billion of gross debt reduction
occurred within the framework of the Federal government.

NoTtkE.—Mr. Bonnell is a member of the National Income Division, Office of Business
Economics.
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This decrease of $5 billion in ‘““duplicating debt’’ reflected
mainly a substantial contraction in Federal agency obliga-
tions 1ssued directly to the U. S. Treasury; this contraction
was offset in part by a further expansion in the holdings of
Federal securities by Federal agencies and trust funds.
These recent changes in Federal debt are traced in table 3.

State and local government net debt, defined as that held
by the investing public and the Federal government, was
$16.2 billion on June 30, 1948—1.8 billions above the com-
parable total for 1947 (see table 4). Of this rise, $700
million was attributable to State governments and resulted
chiefly from further flotations of World War II bonus issues.
The $1.0 billion increase in local government indebtedness
was largely concentrated in city governments,

Private debt increases at slower rate

The most rapid expansion among components of the debt
of private borrowers during 1948 occurred in farm produc-
tion loans. A 52-percent increase was registered In this
category, to place the figure at $5.4 billion on December 31.
Of the $1.9 billion expansion, 1.2 billions represented in-
creased loans held or guaranteed by the Commodity Credit
Corporation in connection with the farm price-support pro-
gram. The remainder of the increase, roughly $600 million,
was used largely to finance the purchase of farm equipment
and improvements needed to sustain the high level of agri-
cultural production. These figures do not include the loans
extended to farmers under the financial and consumer credit

" headings in table 7.

In 1948, as in 1947, the largest absolute increase of any
private debt category was recorded in the nonfarm mortgage
sector (see table 6). Nonfarm mortgages owed by non-
corporate borrowers (corporate debt secured by mortgage
agreements is included in the long-term debt series in table 5)
moved upward $6.5 billion in each of these 2 years, reflecting
the large volume of new construction activity and the rapid
turn-over of existing structures at higher prices. Available
evidence indicates that total mortgage indebtedness is still
increasing, but at a diminishing rate.

Corporate net long-term debt advanced $4.8 billion in
1948 to reach $49.6 billion at the year’s end. While this
aggregate amount of corporate long-term debt was slightly
below the volume reached in 1930 and 1931, the rise during
the year was at a record rate. Corporate short-term debt
also registered a sharp increase. However, the rise was
markedly less than that recorded in 1946 and 1947.

The volume of short-term corporate debt is more imme-
diately responsive to changes in the level of business activity
than 1s long-term debt. In the case of the latter the choice
of alternative means of financing a given total of gross in-
vestment is generally an important factor. Indications are
that in 1948 corporations financed about 70 percent of their
investment needs from internal sources, while obtaining, in
comparison with 1947, a larger proportion of the external
funds required from bond flotations rather than long-term
bank loans and equity securities.

Farm-mortgage debt moved upward for the third succes-
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sive year. The present level is still well below prewar,
however, and is associated with a much more favorable
income situation. Although forced sales and foreclosures
increased slightly in 1948, they remained few in number and
unimportant in amount.

The remaining category of private debt—borrowings of
noncorporate businesses and individuals for commercial,
financial, and consumer purposes—advanced $3.3 billion
during 1948 to a total of $28 billion as of December 31. The
major share of this increase was recorded in the field of con-
sumer credit, which expanded 2.6 billions. Installment
credit was the dominant factor in the consumer-debt rise and
has continued to move upward in 1949, despite the reimposi-
tion of Regulation W control on September 20, 1948 and its
continuance through June 30, 1949,

More than 30 percent of the 1948 gain in consumer credit
outstanding is attributable to automobile installment sale
credit. From January to July of 1949 automobile sale credit
increased one-third, while total consumer credit edged down-
ward. Over this seven-months period installment loans and
service credit advanced; installment sale credit other than
agﬁomobile, single-payment loans, and charge accounts fell
off.

Chart 1.—Net Public and Private Debt, by Major
Components, End of Calendar Year
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1 Data represent individual and noncorporate private debt.
2 Data are for June 30 of each year.

Source of data: U. 8. Department of Commerce, Office of Business Economics, based
upon data from various governmental and private agencies.

Trends in net debt

The relation of current developments to historical trends
in the debt pattern of the United States may be seen in
the accompanying chart. Probably the most striking fact
displayed in the chart is the long-term growth in Federal net
debt. And of particular interest are the depicted changing
roles of private and Federal debt as determinants of
movements in aggregate net debt.

From 1916 to 1933, except during the first World War,
private debt financing exerted the dominant influence on the
course of total net debt. Although private debt increased
appreciably during the years 1917-19, total debt expansion
stemmed mainly from the sharp wartime rise in Federal
debt. Over this 3-year period Federal debt rose from 1%
percent to 20 percent of total net debt. Developments in
the twenties were marked chiefly by sizable Federal debt
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retirement and a large, steady increase in total private
obligations.

The influence of the private-debt category on movements
in total debt waned in the early thirties, however, and by
1934 rising Federal indebtedness emerged as the dominant
element in the pattern of debt changes. From that year
through 1945 a continuous expansion m Federal debt result-
ing from expenditures during the depression, the armament
program, and the wartime deficits successively shaped the
total net debt curve. As a percentage of total net debt,
Federal indebtedness rose from 14 percent at the end of
1933 to 23 percent in 1939, and to a high of 62 percent at
the close of 1945.

Again from 1945 to 1946, the direction of change in total
debt was established by Federal debt operations. A large
decline in Federal net debt during 1946 more than offset an
increase in private obligations. Only in the past 2 years,
when advances in private indebtedness more than counter-
balanced further declines in Federal debt, did movements
in the private components reassert a controlling influence on
the year-to-year movement of the debt total. At the end
of 1948 Federal net debt formed 50 percent of total net debt,
private debt accounted for 46 percent, and State and local
government debt, 4 percent.

As a reflection of the greatly increased importance of Fed-
eral debt in the total debt structure, all other major categories
of net debt—private corporate, private noncorporate, and
State and local government—were reduced in relative im-
portance over the 32-year span from 1916 to 1948. It is
mstructive, however, to examine developments within the
large private debt sector.

Corporate net debt advanced from 53 percent of total pri-
vate debt in 1916 to 57 percent in 1948, with the proportion
of private indebtedness accounted for by individuals and
noncorporate businesses decreasing correspondingly. While
these relative shifts were not large, there were noteworthy
developments within each of the corporate and noncorporate
sectors.

The growth of long-term and short-term corporate debt
was markedly different. From 1916 to 1948 corporate long-
term debt dropped from 38 percent to 25 percent of total
private net debt, whereas corporate short-term debt ad-
vamied sharply, from 15 percent to 32 percent of the private
total.

Within the noncorporate sector also there was marked
disparity in the long-term behavior of individual components.
Nonfarm mortgage debt rose sharply in relative importance—
from 11 percent of private net debt in 1916 to 24 percent in
1948. On the other hand, farm mortgage debt declined
from 8 percent to 3 percent of private debt; and commercial
(nonfarm), financial and consumer credit dropped from 26
percent to 14 percent of the total.

Debt series revised

Estimates for earlier years as published in the October
1948 and September 1947 SurveYs have been revised in the
present article because of revisions in the Federal Savings
and Loan Insurance Corporation series for 1-4 family home
mortgage debt and in the Federal Reserve Board consumer
credit statistics. Other revisions for recent years reflect
the incorporation of more reliable basic data, particularly
for the corporate business sector.

The statistical bases for the present estimates are in
general similar to those used by the Department of Com-
merce in the past. These have been explained in articles
in the September 1945 and July 1944 issues of the Survey
and in the special bulletin, “Indebtedness in the United
States, 1929-41” (Department of Commerce, Economic

( Text continued on p. 9; tables begin p. 8)
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Table 1.—Net Public and Private Debt, End of Calendar Year, 1916-48!

[Billions of dollars]
Public Private
Pub‘liic Corporate Individual and noncorporgte
End of year o
ate State and
Piotal | Total | Federal | ™ 0 Total Mortgage Nonmortgage
Long- Short-
Total term term Total Non- Nom-
Farm farm 3 Farm 3 farm

82.1 5.6 1.2 4.4 76.5 40.2 29,1 11.1 36.3 5.8 8.5 2.0 20.0

94. 4 12.0 7.3 4.7 82.4 43.7 29.7 14.0 38.7 6.5 9.4 2.5 20.3
117.4 25.9 20.9 5.0 91.5 47.0 30.2 16.8 4.5 7.1 9.8 2.7 24.9
128.0 30.8 25.6 5.2 97.2 53.3 31.0 22.3 43.9 8.4 10.3 3.5 21,7
135.4 29.6 23.7 59 105.8 57.7 32.6 25.1 48.1 10.2 11.9 3.9 22.1
135.8 29.6 23.1 8.5 106. 2 57.0 33.8 23.2 49.2 10.7 13.0 3.3 22.2
140.0 30.5 22.8 7.7 109. 5 58.6 34.4 24.2 50.9 10.8 14.3 3.1 22.7
146. 4 30.0 21.8 8.2 116.4 62.6 36.2 26. 4 53.8 10.7 16.6 3.0 23.5
153.1 30.0 21.0 9.0 123.1 67.2 38.5 28.7 55.9 9.9 18.9 2.7 24.4
162.7 30.3 20.3 10.0 132. 4 72.7 39.7 33.0 59.7 9.7 21.6 2.8 25.6
169. 0 29.9 19.2 10.7 139.1 76.2 41,7 34.5 62.9 9.7 24.4 2.6 26. 2
177.5 29.7 18.2 11.5 147.8 81.2 4.4 36.8 66. 6 9.8 27.3 2.6 26.9
186.2 29.8 17.5 12,3 156. 4 86. 1 46.1 40.0 70.3 9.8 30.1 2.7 27.7
191.1 29.7 16. 5 13.2 161. 5 88.9 47.3 41.6 72.6 9.6 317 2.6 28.7
191. 4 30.6 16.5 14.1 160.8 89.3 51.1 38.2 71.6 9.4 32.7 2.4 27.1
182. 6 34.0 18.5 15.5 148.6 83.5 50.3 33.2 65.1 9.1 3L.7 2.0 22.3
175.7 37.9 21.3 16.6 137.8 80.0 49.2 30.8 57.7 8.5 30.1 1.6 17.5
169.7 41.0 24.3 16.7 128.8 76.9 47.9 20.1 51.8 7.7 27.6 1.4 15.2
172. 6 46.3 30.4 15.9 126.3 75.5 4.6 30.9 50.8 7.6 26.8 1.3 15.1
175.9 50.5 34.4 16.0 125.4 74.8 43.6 31.2 50.6 7.4 26.1 1.5 15.6
181.4 53.9 37.7 16.2 127.5 76.1 42.5 33.5 51.4 7.2 25.7 1.4 17.1
183.3 55.3 39.2 16.1 128.0 75.8 43.5 32.3 52.1 7.0 25.7 1.7 17.8
180.9 56.5 40.5 16.0 124. 4 73.3 44.8 28.4 51.1 6.8 25.9 2.2 16.2
184.5 58.9 42.6 16.3 125.6 73.5 44.4 29.2 52.0 6.6 26.3 2.3 16.8
190. 9 61.3 4.8 16.5 129.6 75.6 43.7 31.9 54.0 6.5 27.2 2.6 7.7
212.6 72.6 56.3 16.3 139.9 83.4 43.6 39.8 56. 5 6.4 28.4 2.9 18.8
260. 6 117.5 101.7 15.8 143.1 91.6 42.7 49.0 51.5 6.0 27.9 2.9 14.7
314.3 169. 3 154.4 14.9 144.9 95.5 41.0 54.5 49.4 5.4 27.2 2.8 141
371.6 226.0 211.9 i4.1 145.7 94.1 39.8 54.3 51.5 4.9 27.0 2.8 16.8
407. 2 266. 5 252.7 13.7 140.7 85.3 38.3 47.0 55.4 4.7 2.8 2.5 20.5
398.7 243.3 229.7 13.6 155. 4 93.5 41.3 52.2 61.8 4.8 33.4 2.8 20.9
415.1 237.7 223.3 14. 4 177. 4 104.7 4.8 59.9 72.7 4.9 39.9 3.6 4.4
429. 4 232.7 216.5 16.2 196.7 112.1 49.6 62.5 84.6 5.1 46.4 5.4 2.7

1 Data for State and local governments are for June 30 of each year. Components will not necessarily add to totals because of rounding.

? Data are for noncorporate borrowers only. (See table 6.) o

3 Comprises nonreal estate farm debt contracted for productive purposes and owed to institutional lenders. .

4 Comprises debt incurred for commercial (nonfarm), financial and consumer purposes, including debt owned by farmers for financial and consumer purposes.

Source: U. S, Department of Agriculture, Bureau of Agricultural Economics; U. S. Department of Commerce, Bureau of the Census and Office of Business Economics.

Table 2.—Gross Public and Privat$ Debt, End of Calendar Year, 1929-48 !

[Millions of dollars]
Public Private
Pub(;ic Corporate Individual and noncorporate
an
End of year private, State
total Total TFederal and Total Mortgage Nonmortgage
local Total Long- Short- Total

term term
Farm [Nonfarm?| Farm? [Nonfarm#

214, 355 34,761 17,527 17,234 | 179,594 | 107,043 56, 625 50,418 72, 551 9, 631 31,673 2, 587 28, 660
214, 752 35,762 17,303 18,459 | 178,990 | 107,425 61, 086 46, 339 71, 565 9, 398 32,651 2,381 27,135
204, 019 38, 607 19,073 19,534 | 165,412 | 100, 336 60, 074 40, 262 65, 076 9,094 31,731 1,973 22,278
196, 257 42,409 22,833 19,576 | 153,848 96, 110 58,762 37,348 57,738 8, 466 30,148 , 636 17,488
191,726 47, 518 27,716 19,802 | 144,208 92,373 57,161 35,212 51, 835 7,685 27, 578 1,401 15,171
198, 423 57,015 37, 859 19,156 | 141,408 90, 613 53,191 37,422 50, 795 7,584 26, 816 1,314 15,081
60, 996 41, 654 19,3421 140,428 89, 785 51,954 37,831 50, 643 7,423 26, 124 1,532 15, 564
64, 707 45,090 19,617 | 142,286 90, 870 50, 463 40, 407 51,416 7,154 25, 737 1,432 17,093
67,438 47,844 19,594 | 142,364 90, 216 51, 506 38,710 52,148 6, 9556 25,716 1,688 17,789

67: 013 47,437 19,576 | 137,858 86, 779 52, 846 33,933 51,079 6,779 25, 861 2,238 16: 201

208, 922 70,109 50,113 19,996 1 138,813 86, 807 52,113 34,694 52,006 6, 586 26, 325 2, 287 16, 808
216, 790 73,815 53, 569 20,246 | 142,975 88, 966 51,233 37,733 54,009 6,491 27,195 2, 644 17,679
243, 258 89,216 68, 990 20,226 | 154,042 97, 543 51,245 46, 208 56, 499 6,372 28, 436 2, 855 18,836
300,686 | 142,902 | 123,212 19,620 | 157,784 | 106,331 50, 165 56, 166 51,453 5,951 27, 870 2, 892 14,740
365,102 205,358 | 186, 666 18,692 | 159,744 | 110,316 48,354 61, 962 49,428 5,389 27,165 2,791 14,083

431,680 | 271,16