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FOREWORD 

This bulletin if' one of the ma.nv ba~ic economic studies which the 
Departnwnt of Comnwrce is making to provide reliable guides to 
bu:-inrss and gorermnental policy during the war and post-war 
period~. It JH"el-<'nts an analysis of the compo~ition of the domestic 
d"l't :-tl'tldure and tlw ~hifts in that structure during the past decadt>. 
It tim~ fumi~hes backgrotmd data that should prore helpful in ap
pra i"ing the significance of. future de,·elopmrnts. 

Tl1e ~udden plunge of this country into war on December 7. 19!1, 
marked the end of a d{•finite economic period and the inauguration 
of a ll{:'W phase of indu~trial expansion baSfd on arms output. The 
wat· as it progresses i~ hound to produce striking economic changes 
which will alier the financial structure inherited from the pre-war 
prriod. As yet, the type of financial changes :which will accompa~y 
thr war t:ffort cannot he predict .. d in detail With accuracy. Ct>rtam 
infi'J't'ncrs, howert>J', may be drawn from current information when 
projeded again~t the ba(·kground material presented in this bulletin. 
Only hy studyin~ the beha,·ior of the credit structure owr the past 
decndt• can we truly understand and nppraise the financial trends 
bt>in~ formed in the present period of rconomic transition. 

Tht> drllt structure not only is a heritage of past economic activity 
but also i~ a factor modifying and conditioning present and future 
commeJ·cilll and indu~trial expansion. Chang£>s in the duration and 
tt•rn1s of ct·t>dit. as wt'll as in the serrice and amortization charges 
rL'quirt>d to support loans. may L'Xercise a strong influence in determin
ing tlw charactt>J' and strut·ture of economic devt'lopment. Failure 
of t ht> 1wtwork of donit'stic indebtedness to fall in line with changing 
et·onomie conditions may cause frictions which temporarily interrupt 
or rt>tard the smooth flow of business activitv. 

C'lulll~es in the ag~regate volume of private indebtedness are di
rt>\'ll.r a~~ociatt>d with major changes in business activity and national 
i1wonw, though mm·emt>nts in debt Tolume tend to lag somewhat 
lwh i nd the t rt'nds in t lwi<e basic series, particularly during the down
W~tnl phase of the busi11t>ss cycle. Both quantitative and qualitative 
chan: . .''('S in tlw structure of private indebtedness are important not 
onlr l~t't·aust> tht>~·. throw light upon the mobilization of savintrS and 
allon1tion of funds. for capital formation but also because the condi· 
tioni' attending financial transfers may influence the distribution of 
in<"nme and \Walth. · 

1:h•· n~Iumt> of public debt is controlled by governmental fiscal 
poht·y a'l wf'll as b~· changing economic conditions. Important 
ch~tn~t·s in the ust-s and sourrt's of public cN>dit hare occurred in the 
pt•riod l'inn• 19:.!9 and th<'i'e changes have affected the entire area of 
priratt' as well as public finan<'e. The expansion of the functions of 
gnwrnment and the l'{'('Ogllition that appropriate u~ of the public 
crt>Jit Ill!\)' be a llt>t"t'ssary adjunet to positive economic policy during 
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depression periods have resulted in a steady growth in outstanding 
public debt over the past decade. The implication:; of this trend. 
together with the interrelations between public indebtedness and the 
structure of private lending activities, are treated in this report. 

This study was prepared in the Bureau of Foreign and Domestic 
Commerce under the general supervision of M. Joseph Meehan and 
R. R. Nathan. The tables and manuscript were prepared by J. Wes
ley Sternberg prior to his transfer to another Government department. 
Revisions to bring the manuscript up to date were made by Robert 
B. Bangs and Milton Gilbert. The original Bureau study in this 
field, undertaken bv Donald C. Horton, covered long-term debts only. 
The present bulletin covers both long- and short-tenri indebtedness 
and employs slightly cliffer~nt concepts than did the earlier study. 

Acknowledgment is gratefully made for the assistance given by 
the individuals in many Government agencies who furnished mnterial 
for this report. 

MAY 19:!2. 

CARROLL L. WILSON, Director, 
Bul'eau of Foreign and Domestic Commerce. 



APPENDIX 

SOURCES AND METIIODS OF ESTIMATION 

GENERAL 

Slm~ the l!tatisticil of indebtedness embraced in this study co,·er virtually 
t'rery fl<'ld In which dPbts originate, it was D(>C(>SSary to resort to a wide 
I'RI'iPt~· uf source materials and to employ various methods In dereloping the 
lnfornullhm, In quality, the primary statistics range from figures taken from 
a<'muntlng rec·ords of all the debt-creating units within sp!'Cific areas of the 
••eonumy to *'"timati'S made from incomplete and fragmentary debt information. 
In fol('\'t'l'al lnl't&n('('lil, the data are far more complete for the later years of 
tilt' d!•!'tHle than for the eal'llt>r )'Pars. 

In sume ehtsilitleations, tbt> figures for gross debt are CODlllll.'te except for 
minor llc•fi<.'ieneie~, whill.' tbP tignre~ for dnplieatlng debt arE' based on somewhat 
h•s" culllJtlet'~ data. Ctm~ut>ntly, In these cllti'Sifitations the net dPht estl· 
nultel! a•·e snbjt>Ct to widt>r mar·gins of error than are the gross debt flgurefll. 
In Ntlll uthet· iu~tancel!, tltt' dPht statistics consist of a compnt~ition ot gross 
und ll('t dt'bt whith rt>quired adjul'ltment twfore the figurE'S conformed to eitht>r 
rh~> gJ'uss nr thl:' nt>t dPht l'llllCPpt. 1\o pstimatefll are attempted for debts 
lll'lwe..•u nnineot'tlllrated nonfinancial busin~ss firms or for informal, short-term 
dt>hts bPtwl.'l.'n individuals, "inl.'t' the information in these areas is virtually 
umwxlstPnt. SuC'h omit'lsions probably result in a slight understatPmPnt of tht' 
total vulunw of ouManding d{'bt. 

DEBTif OF THE UNITED STATES GOVERNMENT AND FEDERAL CORPORATIONS 
AND .AGENCIES 

Ex1>t>pt for the years 1940 and 1941, the figures on the gross dPbt of the Unitt'<~ 
l'ltate~ Go,·ernmPnt have been takt>n from the annual reports of the Secretary 
of the TrPasury. Data for 1940 and 11!41 are from the Monthly StatPments 
ot the Public Dt>bt of the United States and the Daily Treasury Statt-ments. 
'rbe gros." debt to11tls inc•lude lntt'rest-bearing debt-bonds, notes, bills, and 
SJil>rial it~s11es; matul't'd debt on which interest has ceast>d, payable UJlon preS(>n
tntion: and d<'bt bearing no lntf>l'f'St, also )llly:tble upon Jlrl.'l'('ntation. Tbf> 
lattf>r Item £·onl!lsts of old dt'mand notes, nutionul bank notl's, and FPderal 
ltt>IM'rre bank notes assumt>d by the United States Government, frllctional cur· 
rPIH'Y, thrift stamps, Treasury savings stamps, and so on. Figures gil'ing gross 
dt•bt totals of l''t'deral corporations and agt>ncles W('re taken from the financial 
11tatenu•nts of thoR£' rorporations and agencies and from tbe Daily Treasury 
!'ltatt>uwnt~ for Januury 1(\ and January 30. 

llUJtlil·atin~r dt>bt of the t 1nitt>d States Gol'ernment and Ft'dt>ral corporations 
und ll~ll<'it>s consists of two classes. One class includt>s the issued obligations 
of th<> l'nitl'd StatetJ Gov('rnmf>nt and Federal corporations and ageneies h('ld 
h~· thu~ units in thl'ir sinking, trust, and investment funds. Duplicating 
Ft>lleral d!>ht dol's not in<.'ludt' l'uitPd StAtes GovernmPnt and FPderal corpora
tion and afCt'nry securities held by Ft'dt>ral R~rve banks. ThP other class of 
du!llkntin~t dt>ht is compoSt'd of dt'bt ,IIJJigutions recei\"able by Ff'deral corpora
tlom; and 111\'l'lldt>S. 

Jo'ignl'l's on nl't dPbt were obtaint'd by subtracting dupli<-ating debt, based on 
Daily 'l'l't'nsury 8tntl'ments, from gross debt, the '['nited States GO\"Prnment 
nnd 1\'llt>rnl l'Ol'porations and &gt>ncies l.lt'ing treatt'd as a unit in making the 
I'I.IIIIJllll:tlillUS. 

For ull years t'\1\'Pl't'd in this study, tbt' gross, duplicating, and net dl:'bt totals 
ut tht> l'nitl.'d ~hth'S triwt>rtllllt>nt and FPde-rat corporations and llgt'Dcies sbow 
tbl' lntlt•hh>dni:'S~~ out~tandill~t all of tht> t>nd of the <·alt"ndar year. Special studies 
"'t're madt> to Jllllee on a culeudar-year basis the indebtl'dne$11 outstanding aDd 
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86 INDEBTEDNESS IN THE UNITED STATES 

loans rect>lvable of Federal corporations and agencies. A similar analysis was 
made of United States Government and Federal corporation and agency securi
ties held in the sinking, trust, and investment funds of the United States 
Government and Federal corporations and agencies. 

DEBTS OF STATE AND LOCAL GOVERNMENTS 

Data on the gross debts of States for the census years of 1929-32, 1931, 
and 1938 were taken from the annual reports of the Bureau of the Census 
on the finaneial statistics of State governmt>nts. For 1940 and 1041 the data 
were taken from a joint questionnaire survey of the Bureau of the Census and 
the Trt>asury Department. Figures on the gross debts of local governmt'ntal 
units-counties, municipalities (including townships), school districts, and spe
cial districts-were taken from the decennial report of the Bureau of the 
Census for 1932 and from the joint questionnaire surveys of the Bureau of the 
Ct>nsus and the Treasury Dt>partment for 1931, 1940, and 1941. 

For intercensal years and for years not covered by the questionnaire surveys, 
data on the gross indebtedness of State governments were compiled from the 
financial reports of each of the 48 States reporting outstanding indebtedness, 
while the gross debts of local divisions were determined by straight-line inter· 
polation of the Census figures. 

Duplicating dt-bt of State and local governments, consisting of securities of 
those units held in their sinking, trust, and investment funds, was likewise 
dt-tt>rmined from Census reports and from the questionnaire surveys for the 
years covered by those publications, and by interpolation for the remaining 
yt>ars. In interpolating, it was assumed that the trend of such fund holdings 
for local divisions is similar to that shown for the larger cities as published 
in the annual reports of the Bureau of the Census entitled, "Financial Statistics 
of Cities." 

Xet indebtedness of State and local governments was determined by deducting 
duplicating d('bt, as herein defined, from gross State and local government 
debt. 

DEBTS OF PRIVATE CORPORATIONS 

Two major sources of data are used in estimating the debts of private 
corporations. Estimates of the gross debt of steam railways are based on 
compilations made by the Interstate Commerce Commission, while figures on 
the net debt of steam railways and on the gross and net debts of nonrailway 
corporations are based on compilations of the Bureau of Internal Revenue. 
Substantial adjustments are required before these data can be used to depict 
either the amounts or the trend of corporate debt. The unadjusted figures of 
the Burt>au of Internal Revenue present the sum of the debt obligations of all 
nonrailway corporations submitting balance sheets along with their Federal 
income tax returns. Estimates covering years for which the Bureau of Internal 
Revenue or the Interstate Commerce Commission tabulations are not yet 
aYailable were projected from a corporate sample and from current Informa
tion con>ring security Jssues and retirements. These figures for 1940 and 1041 
are thus subject to a larger margin of error than are the data for earlier years. 

Though during the periOd under review only about 87 percent of the active 
corporations tiling returns submitted balance sheets, the unadjusted figures 
understate the indebtedness of nonrailway corporations only slightly, probably 
by not more than 1 or 2 peret>nt, since the corporations not submitting balance 
sheets generally are small and often are units of corporate systems with few, 
if any, outstanding liabilities. 

The principal defect in the unadjusted debt compilations of nonrailway corpora· 
tions is that these compilations consist of a changing mixture of net debt com· 
piled. from consolidated financial statements of corporate systems and gross debt 
compiled from unconsolidated financial statements of individual corporations. 
As a re:."1llt, the debt totals are subject to substantial changes resulting from 
shifts bo?rween consolidated and unconsolidated returns. For the most part, 
such shifts take place because of corporation tax provisions in the several revenue 
acts in etfect during the periOd. 

t'nder the Revenue Acts of 1932 and 1934, consolidated returns were taxed at 
higher rates than were unconsolidated returns. This caused many corporations 
to shift from consolidated to unconsolidated returns. The result was that the 
Tolume of corporate debt shown was materially increased since intercorporate 
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df.'bt, uot ftJJJJel.lriug In the c<mr-olidatt-d statl:'ments, showed up in the unconsoli
dated balance sheets. 

Section 1 of the Revenue Act of 1934 restricted the use of consolidated returns 
bv prohibiting all corporations except "common carriers by railroad" from filing 
uiiN trpe of return. In the R"venue Act of 1936, the privilege of filing consoli
duted' returns was broadened slightly to Include street, suburban, and interurban 
ele<.'tric railways. 

AJ11 shown lu the tabulation below, nonrailway corporations, prior to the dis· 
continllllnl'e of the conl'lolidated returns in 1934, filed 8,861 of thef!e returns in 
HJ30 7 013 in l!)a3, and 3G9 in 1!134. This decline in the use of consolidated return!i 
c11u~d· a snbl'.'tautial part of the pronounred rise in the volume of nonrallway 
<•nr1wrate dt-bt as shown In the Bureau of Internal Revenue data. Unadjusted 
uou1·ailway dt>ht rompilations flhowed an increase of approximately 10 billion 
dollar11-from 52 billion In ltl34 to 62 billion in 193.')-whereas, in fact, a small 
d..-eline In dl'hts outstanding occurr(ld since, in 1934, total retirements slightly 
I'X<Wd the volume of new bonowing. For the years from 1930 through 1933, 
Fhifts from consolidatl.'d to unconsolidated returns were much smaller but still 
took place In sufficient number to n1ake tbe unadjusted totals virtually 'Valueless 
os a measure of actual changes in nonrai~way outstanding debt. . 

Table I.-Number of Consolidated and Unconsolidated Returns Filed by Active 
Corporations, 1929-38 

===:c~c:,~~ -·---~-:;c:-~:::.:.·=======~~"===:=::;====::;=::==:== 

Year 

1!12\L ......... 
1\1:111 ........... 
I!I:H ........... 
lli:l2 ........... 
11133 ........... 

1 Estlmat~d. 

Con~<nli<lst~d 

1--r-~t..,.ur~ns __ l s~;~~~d Total 
returns returns 

St~am Non· 
railwa~· railway 

. ~- ~ ~. ~. 8. 6A( 
19() 8.861 

·--·---- ~- 4115 
\II) 1.:1:16 
88 7,013 

447, 2H7 45~. 931 

··~· 01!5 
4ft3,(131l 

4.11, 2tlll 4!i9, 614 
444,4511 4SI, ll!\4 
439, i'4l 446,842 

tear 

1~34 ..••••••••• 
l!r.i5 ........... 
1~3fi ........... 
19:17 ........... 
IY38 ....... ~ ... 

Coosolidated 
r~turns 

l--..,...--1 s!ilfs~ Total 
returns returns Sttam Non

railway railway 

76 369 
63 -~--- ..... -

191! 
···~----1113 ----··--

102 . ............ 

469,3119 4119.804 
477,050 477, 113 
478. 7FJJ 478,857 
477.745 m,s.'lll 
4i0, 930 471,032 

•Indndes consolidated MllriiS of stre-et, suburban. and Interurban electric railways. 

Adju11tments to nclude the effect of these shifts were nE"ressary in order that 
the yt>arly totals would reflect only the dl'bt changes arising from issuance of 
llt>W dt>ht and rt>tll\"mt>nt or cancellation of existing debt. To show trends 1n 
the \'Olume of intercorporate debt, the unadjusted lig-ures required correction so 
as to tt>prt:>sent both the tlt't and gross dt>ht series. No entirely satisfactory basis 
of adjustment con?riug all the yt'ars could be developed since adequate data 
wbt>rt>hy tntt.>rcorporate debt can be measured are a\'ailable only for 1933 
811!1 Hl34. 

Tht:' net indt>htt'dnl:'~s shown by 7.01:l uonrailway corporations filing consoli· 
d:ltt'tt n•turus f•lr 1\l:-13 was lt>Ss by 11.5 billion dollar~ual to $1,640,300 per con
l'olidlltl'(l Murn-than that shown on an unconsolidated basis for 1934 bv the 
27,0:!1 <'Ol'(JOnHious which comprised those 7,013 corporate systt>ms repOrting 
for 111:~t Althou1-1h a yt>:\r bad t>blp:o;ed hetwl'en the time consolidated and un
t-onso!Hintt'd Murns were filt>d, $1,640.300 appears to fairly well represent the 
htten ... •rpuratt- dt•bt (lt'r cousolidatl'd return, since 1934 was a year without major 
rlian~t>ll in C'i.lrponHt> organization and t:int"t' <·haugt>s in ''oluwe of outstanding 
dt>ht arising from dl.'bt issuance and retiremt>nt amounted to Jess than 1 per
c"nt In that yt>ar. 

Tb.- llllurailwn~· intt>retlrporate dt>bt for 1930, the year In whlrb the largest 
numlwr of ron!lt.J!idatt'd returns wert- filt>d, was then arrived at by multiplying 
thto numbt>r of ('1JIIsolidated returns for 1H30 by tbe figure for average inter· 
("'lrputlllt' dt>ht pt>r ('l)m)(llidatl'd return determined as indicated aoove tor 
1\l:~l-3-l. This interrorponue debt was .placed at 14 535 million dollars for 
1\l:il. The unadju1-1tt>d Mill. as compiled by the Bure~u of Intt>rnal Revt>nue, 
ma~· be taken as repn>St>nting the nonrailway net dt'bt for 1930. Jlionrailway 
Jrt-sto~ debt ~-as t~)mputl'd by addinc to net debt tbe lntereorporate debt of 
H.;-.;~ million dollars. 

llurlng the entire 1~4 period there were almost no major changes ln non
rail•·ayl'\JrpQnHe organir.ation. Fl?w subsidiari.t>IJ were created or diseolved. Tbe 
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indt>htedness of somt> existing units owed to other units within given corpo· 
r:tte ~~~·stems may have changed. howt>ver. Gross debt for each of tht> years from 
1931 through HlH5 was computetl hy adding the intercorporate debt, as determinetl 
for each yi:'Br by the method used for 1930, to the Bureau of Int~:>rnal Revenue 
totals for that year. For 193S and subsequent years, the unadjusted Ji!nlres 
of the Bureau of Internal Revenue have been used to represent nonrnilway 
gross debt. 

For 11130, intercorporate and net corporate nonrailway debt tomplised 18.94 
pt>ret>nt and 81.00 pt>rcent, respectively, of gross nonrailway corporate 1lebt. 
'fhese pt>rcentnges were then applied to the nonrailway gt·oss debt in computing 
Intercorporate and net debt for each of the other years from 1929 through 1935 . 

..\ study of all publishetl consolidated statements obtainable revealed that, 
starting around Ul.~. intl:'rcorporate debt began either to t>xpel'il'nce a slightly 
greater proportionate decline or, in the years increases in outstanding debt 
occurred, to show a slightly smaller proportionate increase than did net cor· 
porate dl'bt. 'fhis shrinkage in intercorporate debt was the result of a reduction 
in the number of subsidiaril's of various corporate systems in these years. To 
take aC<'ount of this trend the pt>rcentage relationship of intercorpomte debt to 
gross debt was rPduet>d arbitrarily by from l,il to 1 percent yearly bt:>!;:inniug 
in 1113J. 'fhe preliminary estimatt:>s of intercorporate debt fur the years UJ.ro 
and 1H41 were phltt>d at 16.4 plo'rct'nt and 15.5 percent. respl'ctively, of gross 
debt. These preliminary percentages may need revision when more reports 
fur tht>se yt>ars be<:'Ome arailable. 

Both gross and net nonrailway debt were broken down into shot·t-tl'rm and 
long-term classifications in accordance with the percentage of long.term and 
short-term debt shown in the Bureau of Internal Herenue compilations. Bl'fore 
.sueh apportionment was ma•le for 1!134, howl:'n>r, thE' short-tl'fm tlt•bts slwwn in 
the Bureau of Internal RevPnue compilations were reduced by 2,0n;; million 
dollars and the long-term debts increased by a like amount. This adjusnuent 
was mad!.' to allow for the fact that 'debts of this amuunt maturing in more 
than 1 year were clnssed as short-tt>rm debts in the Bureau of Internal Revenue 
tigurt's. For 1tl38-40, classiftcation of notes payable into (1) those with maturity 
dates of less than 1 year from date of issue and (2) those with maturity dates 
of more than 1 year from date of issue resulted in the reclassification as long· 
term of a considl:'rable amount of debt which previously had been listed as 
short-term. ~o adjustment has been made to take into account the shift cau8ed 
by this change in the method of rt>purting notes payable. 

Figures on the gross debt of steam railways were taken from the general 
t.alanee·sheet statements of l'llill'Oads, prl'purell by the lntt>rstate Commerce Com
mission and published in Statistics of Railways. The debt totals represent all 
the dt>bt obligations of ('lass I steam railways, lessor companies, and switching 
and t~:>nninal companies. Funded debt matured but unpaid, classified by the 
Interstate Commerce Commission as a short-term obligation, is trl:'ated In this 
study as a long·term obligation. All interest in arrears and unpaid is treated 
us n short-term obligation. 

Since steam railways were permitted to file tax returns on a consolidated basis 
during the pt>riod 19'-'9--41, consolidated balance-sheet statements generally were 
.submittt>d by railways in connection with the tax rt>turns filed by them. Wide 
yettr·to-year Jluctnations in these net debt totals in the early years of the period, 
11 time when the gross debt totals and all other supporting evidence indicated 
stability, make the figures for the early years unsuited as a measure of net rail· 
way debt. 

'fhe Bureau of Internal ReYenue <'Ompilations appear to best reflert the net 
debt of railways for 1935--37. An aYerage of both the net debt and the gross 
debt was taken for these years, the difference representing intercorporate 
or duplic:'ating debt. For the three years. 1935, 1936, and 1937, intercorporate 
railway debt a,·emged 13.97 percent of gro...~ railway debt. This pt>rcenta~e was 
aet'Ordingly applied to each of the years during the 1929-41 period for the 
purpose of arriving at intercorporate and net debt. 

FARli·MORTGAGE :&ND OTBEll FARM DEBT 

The farm-mortgage debt totals and Ji!nlreS on the debts of fanners' cooperative 
.aSlltl('iations and the short-te-rm debts of fanners are takPn from rt-ports of the 
Bureau of .\gricnlrural Economics. A stat~.>ment of the sources used and methods 
employed in estimating farm-mortgage debt is presented in an arti(')e by Donald 
C. Burton entitled, "Fluctuations in Outstanding Farm Mnrtgage Debt, 1910-39," 
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puhli~ht>d in the Xovember HJ3!1 issue of the Agricultural Fiuance Review. In 
tLi~ nrt i<·le thP F~nun·P!il nnrt mPtho<is Ul'ed are dP~riht>d, in part, as follows: 

"Fur tlw CPu~u~ vears l!J::lO and 1H:15 data are available for fulh•wner operntors 
who reported to ihe Rureau of the O!ni'U!! the amount of their outstanding 
mortga;!e dPilt. To tLese figures hne heen sddt'd an e!ltimated amount of 
Dl<ll'tgage deiJt to aceount for the remaining mortgaged fulJ-QWner operators 
who did uot r·pport thrir mm·tgage ohligations. On the ba>;is of sample data 
eolJ(•<·tt>d h~· the DPpartment of Agriculture for Census yPars, estimates have 
he••n prt:>parPd ~howing the mortgaJ!e debt on farms operated by part owners, 
tenant~. an<l hired mauagPrs. Fo1· the intercensal yeal's the estimates are ba!'l(>d 
on data !Showing the mortgages held by certain lender groups for which fairly 
colll))lete annual data are available, and ou data f<)l' mort~a!(es filed and relf'ased 
~·:l!'h year in F~elt:>eted counties compilf'(l in a nation-wide W. P. A. project. ~inrt 
1!1:{;,, the annual estimates are hased on the known mortgage holdings of the 
lemliug lPnding agencies and estimates of mortgages filed and released prepared 
hy the !•'arm Credit Administration." 

URBAN REAL-ESTATE MORTGAGE DEBT 

E~timates of mortgage indf'btPdness outstanding on 1- to 4-family urban resl
dPntial property are taken from reports prepared by the Federal Home Loan 
Bank Board. The following description of the sources and methods used appeared 
In thP September 1940 ill8Ue of the Fedeml Home Loan Bank Review: 

"The e~timutes of outstanding mortgage loans on nonfarm 1-4 family homes 
han• been dereloped from comprehensive analyses of rect>nt surn•rs of mortgagps 
recordt>d thron~orhout the country by type of mortgagee, u!'l(>d in eonjuuction with 
rl'ported stati~ties aud 8pecial studies. Chief sourees of basic information are 
summarized below : 

"~aving~ a til) loan as~ociations: figurt:>s basPd on a compilation of the annual 
r<•ports of Fei':eral 88\·in~ts and Ionn assoeiations to the Federal Home Loan 
Bank Hoard, and of the annual repm·ts of state-chartered savings and loan 
UR:<uciutious to their supervisors and to the Federal Home Loan Bank Board. 

"ln~uratwe companies: estimates developed ft·om study and summary of de
tailPd rPports receired from a sample group of insurance companies holding 
more than 85 pt•rcent of life insurant'!' compauy assets. These Sthedules provide 
u dl'tailt•d breakdown of their mortgage loan portfolios. 

''Mutual sarin~-:s bauks: basic figures are their total mortgage holdiugs reported 
hy the Comptroller of the Curreney. A special investigation by the Division ot 
Ht>seardr nnd Statistics made it possible to segr·egate these mortgage holdings 
into the farm and nonfarm elements and further to separate the nonfarm element 
into mort!:'ll!:'I'S on homes and other-than-hume property. This project <·o,·ered 
rnntu111 8aving-~ batiks in the States of New York and Massachusetts, and In· 
V<llred institutions containing more than 50 perc·ent of all mutual savings 
hank 1\SSI'tS. 

"Commerdal banks: a studv eouducted at the end of 1934 bv the Federal 
Hon~iug Admini~tratlon in coitjunetion with the Comptroller of 'the Currency, 
1-\'<lt•ml Rt•serre Board, aud Ff'dt>l'al Deposit Iusuran('e C<~rporatlon segregated 
nwrtg-agt•s tHI honw8 from other nonfarm real estate holdiugs of the reporting 
t·ommt•rt·ial b:lllks. The relation~hips shown then hare been applied to total 
mortg-n~~· holtlinJ;r8 nf the banks fur earlier years. In re(-ent reports the Comp
trollPr of the Cnrreut·y has t}rovided a segregation of mortgage holdings by 
Hatioual banks. Adjut'tments have bePn made in the estmated data un the basis 
of tlu• l 'omptJ'(lllPr'~ l't'llt•l't!ii liS well a:s th(' Froeral Housing Administration reports 
iudknting increa~Pd mor·t~orag-1' lending by eommel"(·ial banks. 
"Hum~· Owner11' Loan Corporuti@: ti~rnres retll'(·t the actual balanee ot mort

g:t~t> lo:ms lwld and lldvauct•s uutstaudiug. 
"lndirilinals ami otlll'rll: e~timatt>s for re<oent years developed on the ba>~is 

or ~!IHlit•t~ tlf nwrtg-a;:e J'(•(·ordiHgs hr types of mortgagee conducted by the Diri~ion 
of Ht>lll:•ardl ~md :-ltntbtit'll .. For f'llrl.ier year·s the estimates haw ~~~ preJ11ired 
uftt•r t't'Vh'Wltll( numy ~'<ttrdres, hnlletms, aud rt>searches of ntriuus Gorernmeut 
and priratt> u~owudes. lndudl'd in tht'ile 80unoes are the Financial Sune\' of 
l'rb1;111 llon~ilo~or. the rt'liuaudug operations of the Home Ow11ers' Loan Corpvra
llun hy !~'Ill' of mortg:lgt>t', loe11l amrreys {>tllldtwtl'd by the Xational .\ssudation 
of Ht>lll tstatt' lln:mht _''llt't'ial Sllr\'I'YS of the Ft't!Pral Hl•llle Loan Banks, til(1JN'8 
~111'1'111'\1 l•y tlae !ll.t•w \urk .:-ltlltf' lJ()rtg-age C<~Jlllllli"'~iun, l'Uudry report!! ut the 
~lua·a ~agt> Hankt•rs .h-s.~·tatruu, ami ht<:triu~ uf the tiabath l{Jllilllittl'e in,·e11tiptuo;: J'(•al-t>~tate l~•tHI lwldin~:s t'lltutuittt't's." 
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For the more recent years, comparatively complete statistics of certain types 
of outstanding loans by the principal lenders also have become available. These 
newly available figur~ cover the volume of loans secured by multifamily (five 
or more families) residential property and commercial real estate. For 1939 and 
liMO, figures compiled by the Comptroller of the Currency and by other regulatory 
agencies from statements of condition made by trust companies and commercial, 
mutual savings, and other banks break down nonfarm real-estate mortgage debts 
into those secured by 1- to 4-family residential property, multifamily residential 
property, and other nonfarm real estate. The term "other nonfarm real estate" 
has been dt'fined in this study to consist e;sentially of commercial property. 

Studies made of the annual reports of savings and loan associations and 
questionnairt> surveys made of the nonfarm real-estate mortgage loans of life
insurance companies also have produced greatly improved estimates, especililly 
for the more recent years, of mortgages outstanding on multifamily residential 
property and on commercial property. 

Classification of mortgage indebtedness on multifamily residential property and 
on commercial pro!Jerty into that owed by corporations and that owed by 
lndividuals and unincorporated businesses was made on the basis of a study of 
some 9,000 balance sheets, submitted by corporations ownin~ and opera tin~: either 
apartment houses or commercial real estate at the time of filing tax returns for 
1937. Though this information falls far short of that nec('S..<mry to make hi~hly 
arcurate apportionments for all years, it marks a beginning of useful primary 
data in this area. Less accurate methods were r~orted to in making the appor
tionment for the other years covered. Indebtedness of corporations owning 
1- to 4-family residential property was somewhat arbitrarily placed at 5 percent 
of the total of such debt outstanding. 

BUSINESS AND COMMERCIAL DEBTS OF INDIVIDUALS 

The short-term debts of individuals and noncorporate firms and associations 
ire compiled from several primary sources. These estimates vary in quality 
depending upon the class of debt and the years covered. Estimates of debts 
owed by customers to security brokers for the years 1931-39 were taken from 
reports made by brokers to the Federal Reserve Board. They represent sub
stantially complete figures taken from accounting records. In carrying this 
series back to include 1930 and 19"29. brokers' loans for these years as reported 
by the Federal Reserve Board and by the New York Stock Exchange were of 
assistance. It is assumed that all loans by brokers to customE.>rs are made to 
individuals and other noncorporate borrowers. 

Estimates of the volume of loans made by banks to individuals and to non
rorporat~> firms and associations are difficult to make since banks do not report 
loans made to corporations and to noncorporate borrowers separatE>ly. The 
change. etl'ected in 1938 in classification of bank loans as reportrd to the Comp
troller of the Currency, the Federal RE>serve Board. and the Federal DE>posit 
Insurance Corporation increased the difficulty of classifying, on a comparable 
basis for all years, debts owed by individuals to banks. Prior to 1933, bank 
loans were grouped mainly according to the type of security pledged, while since 
1!:138 they have been classified more nearly according to the purpose of the Joan. 
Hnwever, it was possible, with little or no error, to allocate several types of loans 
either to the corporate or to the noncorporate group. Thus, short-term agricul
tural loans were classified as noncorporate since, with few exceptions, they are 
made to noncorporate borrowers. Loans to brokers and dl:'ftl!'rs in securities 
also were classified as noncorporate since businesses of such individuals gen. 
erally are not incorporated. The fact that a few of the security dt'alers are 
incorporated and that there has been some slight tendency toward incorporation 
indie-ates some error In the allocation made but it is known to be small. Special 
studie-s of so-called "personal loans" by banks-a type of loan which has grown 
rapidly in popularity during the last years of the decade--permit a further 
quite accurate allocation to the noncorporate group. "Open-market paper bank 
loans .. are treated as made exclusively to corporations. 

Somewhat arbitrary methods were employed in apportioning "commercial and 
industrial" loans to corporat£> and to noncorporate borrowers. This class nf loans 
was first broken down by Federal Reserve districts and then further divided into 
loans by tanks located in central Reserve cities, Reserve cities, and country 
tO\Tns. Bankers. bank examiners, and officials of regulatory bodies w~>re thPn 
asked to gi;e judgments. based on their experien(~ and obs!'rration. as to what 
pr'l.lportion of the outstanding commercial and industrial loans was owed by 
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Individuals. As long as statements of condition called for:_ by ~ank,.~gulatoey 
bodlrs do not show corporate and noncorporate loans fi:lrat#,>(>,#>til~Mti_, of 
these catrgories will have to be made by indirect met~ - • ... ' 

Data on fO;hort·term debts owed by farmers to lendhll:f' 11Di~ ~th~ Farm 
Credit Adminb•tration were taken from reports issued b~~i"arm c'tMit Admin
istration and the Bureau of Agricultural Economics. Short-term debts originated 
by purchases of goods and services on the installment plan are based on the ROOI.il 
Cl'Pdit Survey aud other surveys of the Vepartment of Commerce and on a study 
by Rolf Nugent, Ru11sell Sage Foundation, entitled, ''Consumer Credit and 
Ecouomic Stability." 

INTEREST PAYABLE 

Iutf't'eKt payable, which is not to be confu8ed with interest paid, is confined 
In this study to long-term and short-term public debt and to long-term private 
debt. J<'or all debts of the United States Government the computed rate published 
by the Treasury Department as of tht! end of the calendar yl'ar is used in de
termining the amount of interest payable. This computed rate of interest and 
the amount of interest payable may differ from the average rate and the amount 
actually paid during the year since the outstandings at the end of the year 
ma~· differ in amount and rate of interest from the average for the year. l'or 
prPsent put·poses, the computed rate and amount of Interest payable appear 
to be the best measure of interest charges because they more nearly state the 
extent of interest obligations on amounts outstanding at the end of the year. A 
spt>cial study made by the Treasury Department for the Department of Commerce 
likewise places the interl'st payable by Federal corporations and agencies on a 
computed lntert>st payabll' basis at the end of the calendar year. 

The findings of an extensive study of the contract interest rates on State and 
lorul government securities outstanding in 19'29 and 1930 provided the basis for 
estimating the rates of interest payable for these years and for computing the 
rates payable in subsequent years. For these later years, the rate payable is 
dPtt••·rnined by adjusting the rate of the preceding year to allow for changes in 
the t•ontract t·atPs caused by the funding and retirement of issues and by the 
issuance of new securities with rates differing from those previously outstanding. 

To df'termine the rate and amount of interest payable on gross private long
term dPbt, corporate long-term debt was divided into three classes-industrial, 
public utility, and railway-and noncorporate real-estate mortgage debt was 
divided into two classes-urban and farm. 

In the former case, several thousand corporate issues were examined to arrive 
at an average weighted contract rate of interest payable for 1929. In fixing rates 
for succeeding years, the rate payable on outstandings for each year was ad
justed to take into account the contract rate on retirements, refundings, and new 
lssut>s made during such year. 

It should be noted that here as elsewhere these calculations of the rate and 
amount ot Interest payable are made without reference to the solvency of the 
hnn·owers concerned, the contract rate on debts in default being included with 
thut of tile solvent outstandings. The growing practice of corporations in bor
rowing from banks on serial not~s up to 10 years has made the task of deter
mining tile contract rate of Interest payable more difficult because a description 
ot the h.;~ues. to~rether with the serial rates, is not always availablt>. 

Ratt>S of intt>rest payable on urban real-estate mortgages are based on sample 
stu1l1t>~ 11f c~ntracts held by principal lenders. Those payable on farm mortgages 
al't' b11sed on studies made by the Bureau of Agricultural Ec'Onomics. 
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