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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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VIII FOREWORD 

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. 



INDEBTEDNESS IN THE UNITED STATES 1929-41 
CHAPTER I 

CONCEPTS OF DEBT AND PROBLEMS OF ITS 
MEASUREMENT 

Al'l the Anwri<'all N'Oilomy in 19!2 is being cmwerted from a peace­
time to a wartime basis, muuerous economic changes of a fundamental 
charactt>t' nre apparent. War pmduction is cau~ing tremendous ~hifts 
in the compos1t10n of output and in the balance among industries. 
The allocation of labor both in<lustrially and l!eogrRphically is chang­
ing and similar changPs are oeemTing in connection with industrial 
faeiliti<>~. In the financial f'ph<>re new sources of funds are being 
tapped, and the lisPs of funds are rery (lifft>rent from thol'e in normal 
twacetitllt> netirity. 

In part, tht>se finan('ial changrs are being refleded in the ~trueture 
of ind!•htedness under whieh Olll' economy operates. Public expendi­
ture is aecelerating at a rapid rate and the fiscal demands of modern 
war nt·e sharply it1cn•a:-~ing the public debt. Business indebtedness is 
r-hifting in itHlustrial composition, in duratiou, and in ownership. 
Con~umer debt is deereasing in volume as consumer duralJle goods 
hPt'Oillt> scat't'Pr and as fiscal policy requires more drastic limitation of 
in~tallment selling. 

Tht> de\'f'lopnwnts now taking place in the credit structure of the 
.\.nwriean economy t·nn best be appraised and nnalyzed a~ainst the 
b~tl'kj!t'OIInd of tinanei11l t'X]Wl'ienee owr the past decatle. In the 
following pnges that pHt of this financial history which pertains 
to the n•lations of debtors and ct-editors is traced for the period 
1~12\1-tl. This period was featured by difficult debt adjustments 
tluring the years of deep dt•JH'ession but by the emergence at the 
dt>t·adt.•'s dol'e of a eredit structure rnther wt'll adjusted to the current 
t>t'OIHlmic ~ituation and thu~ able to absorb mariy of the stresses of war 
financt.>. · · 

THE XATl"RE OF DEBT 

D(•bts uri~ from the numerous financial transfers whi~:h accom­
p:llly the pnK>t>:-~:-;es of produl'tion, distribution, and consumption of 
j!Oods and ~rvil't>S in the modern et·onomy. From the standpoint of 
the horrmwr, del•ts eonsist of legal liabilities owed by individuals, 
hy husiness entt>rpri:-;es, or b~· gon>rnments. From the standpoint 
of the lt•nth•r, debt5 ron~~itute fl't't'ivabli.'s or a&..;ets signifying claims 
aga lllst the resources or mcome of the dt>btor. Enry debt is thus a 
t wo-sidt•d aff11ir 11nd implit>s a rontrartual relationship between debtor 
nt11l ere1litor lut~d nn financial transft'rs. 

The lt•tllling and bort'Owiug opt>rations which give rise to deht take 
('lace undt>r a varit>ty of cit\'umstances and re~mlt in many di:;,tin· 
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2 INDEBTEDNESS IN THE UNITED STATES 

guishable types of contractual relationships between borrowers and 
their creditors. The generic term "debt" thus comprehends a wide 
range of both formal and informal obligations differin~ with respect 
to circumstances of origin, duration, and proviRions for settlement. 

In the broadest sense, debts may be defined as all recognized 
obligations to pay definite s~1ms of money either on demand or at 
some future stated or determmable date. Thus defined, debts eneom­
pass liabilities varying in form from personal obligations on open 
accounts to claims evidenced by formal notes or indentures and 
varying in duration from eontracts repayable on demand to those 
extending over many years. Though many debts arise out of aetual 
transfers of funds, others result from the -provision of 1-ien•ices, 
from purchases, or from judgments or reorgamzation proceetlings. 

AREA COVERED BY THIS REPORT 

The comprehensive debt totals presented in this report are estimates 
of the aggregate volume of all types of indebtedness outstanding in 
the United States, exclusive of the debts owed by certain financial 
institutions, such as banks and insurance companies, and excepting 
certain comparatively minor items specifically indicated below which 
must be omitted because the relevant primary statistics are too sketchy 
to permit significant estimation. The figures include short- and long­
term debts and interest and non-interest-bearing obligations. In view 
of the significant difference between public and pnvate finance, the 
debt aggregates are broken down into public and private debt. 

Public debt includes Federal debt, which comprises the outstanding 
bonds, notes, and bills of the United States Government, plus the 
obligations of the Reconstruction Finance Corporation, ag!:'ncies in 
the farm-loan system and the home-loan system, and the otlwr Fed­
eral corporations and agencies. Public debt also includes the debts 
of States, counties, municipalities, school districts, and all other 
local governmental divisions and authorities. 

Private debt, as defined for purposes of this study! is composed of 
the debts of corporations, other than credit institutions, and the 
obligations of unmcorporated businesses, nonprofit associations, and 
individuals. Long-term private debt is represented largely by bonds1 
notes, and mortgages! while short-term private debt is E'videncect 
chieflv by notes and open accounts. Au obligation without maturity 
date falls within the meaning of debt as here employed only when 
it contains provisions which call for fixed interest payments and 
which give to the lender creditor claims on the assets of the debtor 
for the principal amount in the event of default on inter~s~ payments 
or in case of nonperformance of other contractual prov1s10ns. 

VARYING QUALITY OF DEBT-STATISTICS 

The accuracy of arrO'rerrate debt estimates depe11<ls to an important 
degree upon the co~pleteness and availability of primary debt m­
formation. Unfortunately, statistics are not equally. complete for 
all types of outstanding ciebt. Figures which are ava1~a~le fo~ 1-iH­
eral dasses of debt, for example, the debts of the Umtecl St:~tes 
~overnment, represe~t the full. and exact amount of ?utst~ndmg 
mdebtedness as of a g1ven date, smce the data are taken dmctl) from 



DEBT AXD PROBLEMS OF ITS MEASL'REMEXT 3 

finanrial statements. Figures for other debt-categories, for example, 
certain elasses of debts owed by individuals! are not complete ac­
r·mmtinJ? totals but are estimates based upon incomplete basic data. 
Tlwse estimates ure naturally subject to \'aryin~ marJ?ins of error, 
the amount of error being determined hv the completeness and ap­
plicability of the available information. For certain rl'lativel~· minor 
ty}>l'S of· debt. s11ch .ns obliJ!ations owed by indiv~duals to other in­
diridllals and by unmcorporated firms to other unmcorporated firms, 
information is ~-,o fra~onnentar.\' that tlwse figures are omitted from 
tht> l'stirnates. In ril'w of !-~Uch omi~sions the aggrl:'gates undl'l·:-tate 
~lightly the total amo11nt of indl:'btl'dnl'sS outstandinf!. 

The E>\'l'l'-inerl:'a!'ling abnndanee of primary data a\·ailable during 
t h(• last spveral ypars has a ppreeiably improwd tlw quality of the 
l'stimates for eertain deht ('lltegori!'s and lu18 pi>rmitted the gl'rwr·al 
E-~1 imntPs to hi:' extl'tHlt>d so as to ro,·er Sl'Wral of the classl's of dl'bt 
exchuled in the prl'vious drbt study of this Dt>partmenf.l Tlw up­
JWat·ance of llPW information has tleeessitated frE-quent revisions of 
thE> dl'ht fi~nr·es and has cuusl:'d soml" chanl!eS to be made in the con­
erpts undl'rlyin~ the t>stimatcs. Though the~e revisions have not 
iucreasl:'d thl' ucellt'acv of ull tlw individual beril's earril'd into the 
aggrl:'gntt•s. the~· lutvt>'materially improwd the quality and the cover-
age of the m·er-all estimates. -

BASIC CONCEPTS OF DEBT 

The size of an a:rgregate debt estimate is in part dl:'termined by 
tlw ronc'E'pt of indebtl'dness employed. Statistics of debt may be 
('ompilt>d in nccordanee with eoncl'pts ranging from a gross debt 
Ul!gregatE>, em·ompassing all for·ms of rwgotiable and nonnl'gotiable 
dPbt oblil!ution!'i, to a rwt dt•bt C'oneept in whieh duplications nre 
l'liminat!'d. 

In its brmt~lt•:.;t sl'llse, gr·oss <ll'bt includes, in addition to the dPhts 
of tina! bmTo\n>rs. thP liahilitil:'s of all intemwdituies who assemble 
thl' sarings of iiHiiriduals, eorpomtions, and other initial lender~ and 
who in tum makt> loans directlv or through othl'r intermediariPs to 
honl(' o\\'tH•rs. bn~int>~smt>n, cow•iuners, and other ultimate borrowers. 
For t•xample, whl:'n thE> Federal Gorernment or a FPderal corporation 
i~~Hl'l' bonds which pt·m·ide funds to pm·chase mortguges 011 rl'~iden­
tial building~. tht•:-;e debt~. whieh are liabilities of E-ither the Ft>deral 
Gowmmt•llt m· its creJit l'orporation or of both, are indwlNI in 
tlw .1!I'OS8 th•bt totals alon~ with the original mortgage debts. Obli­
gatrons of banks to depo~ttm·s and of in~nrance companil's to their 
policyholdt>rs likewise might be said to fall within the di>finition of 
gt·o~s th•bt in this inclusive ~t'lisl'. We hare, howeYer, Hdudt>d these 
liahilitit>s from the gro~s dPbt totals on the crround that thev are 
not l'ontracts prt?viding for rPpayment of prir.eipal at any c~rtain 
tlnu•. Dt>hts of tssul'rs hPld ah,·e hv sneh issut>rs. for nample, in 
sinking fund!'~, ol' held by their affiliates euu1pri8ing a ""system'' or 
"unit'' t·onstitutE> anothi'I' da~ of obligations whieh are ir~duded in 
gross th•hl. 
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As used in this report, net debt consists of the debts r('maining 
aftt'r dt'ductions have been malle for the duplieating debts of inter­
mediarit's. Duplicating debts are liabilities which have been incurred 
or recorded at two or more successive stages in the process of invest­
m€'nt but whieh all refH to a single loan of funds to an ultimate 
borrower. 

The magnitude of the deductions from gross debt on account of 
duplications depends to a considerable extent upon the definition of 
the basic economic unit adopted for puq)o~es of compiling debt 
statistics. In the case of private corporatiOns, if the unit consists 
of a single corporation, then the negotiable and nonnegotiable debt 
instruments of that eorporation issued and hel<l alive as treasury 
securities or as sinking-fund inwstments should be deducted for 
purposes of detl'rmining the net ontstanlling debt of that corporatt~ 
unit. If the unit is a corporate systE'm rather than a single corpora­
tion, then all linbilitiE:>s of the parent company and its subsid1aries 
whieh are held by any unit within the corporate systE:>m should be 
£>liminnted in ealeulating net debt. In othl'r words, purely nominal 
indebtedness should logieally be excluded from the compilations. 

For government units, also, amounts of duplicating debt deduct. 
iblE:> vary in accordance with the definition given a government unit. 
If the unit consists, for example, of a municipality, then the debt 
ii1struments issued and held by the mnnieipalitv for its sinking, trust, 
and investmE:>nt funds may be considered de(lnctible from its total 
issued aml oubtanding de.bt. If the unit is defined to consist of a 
State and all its subdivisions, or of all StatE's and their subdivisions, 
or of the United StatE's Government and its ageneies and all StatE:>~ 
aml their subdivisions, then the debt instruments issnl'd and held by 
divisions within the indicated unit comprise the obligations to be 
deducted from the total issued and outstanding debts of that unit. 
Obviously, the meaning which may be attached to debt estimates, in 
both absolute amount and trend, varies according to the concepts 
seleeted for statistical purposes. 

CO~CEPTS EMPLOYED IN THIS STUDY 

In this survey the gro~s debt totals include all types and classes of 
debts irrespective of form, origin, duration, or owrwrRhip, except the 
debts of banks to depositors and the liabilities of insurance com­
panies to policyholders, which are presented and analyzed separately. 
In the net debt totals, which are more significant from an economic 
standpoint, duplicating corporate and government debt is eliminated. 
The unit used in calculating net corporate debt for private corpora­
tions is the "corporate system," composed of companies bound to" 
gether by a common management. For governmental debts two unih; 
are employed. One unit comprises the United States Go.vernment 
and its corporations and credit agencies and the other cons1sts of all 
State and local gowrnments. The net debt totals of each of these 
two units rE>present the debts remaining after obligations issued 
and held within that unit have been eliminated. Federal deht ap­
pears in the combined public and private nE>t debt totals after adjn~t­
ment for the intermediary debt of the Federal Government and Its 
agencies. 



DEBT AXD PROBLBIS OF ITS MEASrRBIEXT 5 

VARIOUS COXCEPTS OF DUPLICA TIXG DEBT 

Since the nature and purpose of the various sinking, tru:-:,_t, and 
iure:-tmt>nt funds of Federal. State, and local gon~mment umts are 
not identical, it follows that the proprit>ty of deducting the security 
holdings of one class of fundR in r<>aching net debt may not apply 
to oth~L' classes of fnnds. Seeurity holdings of sinking funds are 
j!l'llerally considered deductible brcause in a large majority of rases 
tlwy co11si~t almo~t Pxclnsirely of ir-sm>s originated by the gon•rn­
lltl'itt unit e~tablishing the full<!. and sueh seeurities are held virtually 
"ithout excPption for <'lll'l'ent or ultimate retin•ment, in accordanee 
with prori~ions of the debt contracts. . 

For Hample, in 19:37, out of total !'ecnrity holdings of 256 million 
dollars in the sinking funds of tlw 91 cities haring a population eaeh of 
lllore than 100.000, all hut 11 million dollars represented d('bt obliga­
tions of the if-lsltet' cr1•ati;1g thl.' sinking fnnd. In the case oi State 
~inking funds~ a ~maller imrt of the security hol<lings ronsi~ts of 
debt obligations of the State baring juri~didion orer the sinking 
fun•l. but, if the securities of loeal di,·isions within that State are 
aLldl'd, the proporton of sueh holdings to total holdings, likewise, is 
large. 

Trust and inrestment fniHls differ in ~ome rt-speets from sinking 
fmHl:o; both in twture and in purpose. Home of these funds, fot· 
t>xamllle. t·t•tit·pment and }Wnsion funds, are ~ubjeet to lnrge ultimate 

· witlH rnwal~. and the al·t·umulation of securitie~ and other assets is 
tor the purpo~e of proriding. in athlition to an income, a means of 
nwt>ting expt>ded outlays. Withdrawals from tlH'se funds are eon­
trollt>tl not by the rate at whieh the ageney issuing the SI'Curities 
dl·~ires to ret it·e its dt•bt but by the di~bur~enwnt provisions of 
le:..ri~lation ct·<'ating the retirement or pension system. 

Certain otlwr trust and investment funds, for example, endow­
ments for libraril.'s, ho~pitals, and schools, constitute a source of 
income without which the funetioning of the rt>cipients might be 
impaired. It may be argued. thPrefore, that such holdings should 
not be de(lu!'ted in tMenninitlg the debt of the issuer admmistering 
the fund. Howl.'\'t't', f=ince no new or additional net liabilities arise 
from SPl'lll'iti('s issued wlwn nequirt>d by an ngenry of the issuer, 
tlwy ue, like sinking-fund holding~, dedudetl in obtaini11g net debt 
in t)lis study. 

Pndt•r tl;e l'OJlC('pt employPd in this study. that part of duplicating 
deLt which nwa:-nt·es the duplil'ations itn-olwd in sinking, trm:t, and 
in-:(•1'tnwnt funds is restrieted to debts i:-sued and hl.'ld bv issuers and 
tlwit· ntliliutes. Only tlt>bts of this rluu·aetet· are deduetid from gro~ 
th•bt in ohtnining net debt.2 Somewhat ditfHI.'Ilt n>~ults wou),J be 
obtnint•tl if tlw eonl'ept \Wl'e broadened to im·lnde under duplieating 
dPbt 11.ll dt•bt ol1ligations held, in't.'sJWt'ti,·e of tht> i~~uer, or if it were 
hroadt•Hed still furth('t' to include all as:-l:'ts of the sinking, tru,t. and 
inn•stment funds. By applying eal'h of tltese eoneepts to s1)f'(:ific 
l':ll'<l'l-, the ditferenet> in rolumt> of dnplil'ating debt obtained under 
t'lll'h l'(lJH'Ppt ht'('OIIU"S substantial. For 1!:13';, the siuking funds of 

1 Thllo. 110 dt•11lct 1••11 I~ ftlfttlto for - uritl,... i""u...t by the t'. 8. lio1erowtut and bO'lcl ill 
tru•t ••t IUH'IItm•·llt f•n•doi u( !\tate aud ltJ<·alll<'l .. rnml'nts. 
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thl' 94 largest ritit>s in tht> Unitl'd States contained sf'curities of the 
respective ritit>s adminil'ltt>ring the funds to the amount of 245 million 
dollars. This sum constitutes duplicnting deht wht>n enrh city is 

·defined as the debtor unit. Tht>sf' sinking fnn1ls also held other 
securities in the amount of more than 10 million dollars, bringing 
the sl'curity holdings up to nearly 2;)6 million dollars, a total whieh 
constitutes duplieating debt under the fit·st nltf'rnatin• concept. These 
funds also held cash and other assets of 26 million, bringing the total 
as._-.ets of the sinking funds up to nearly 282 million, which is the 
amount of duplicating debt under the ·second altemative concept. 
It may be contf'nded that the total assets of sinking funds rather 
than just the debt obligations held in tll(' funds should be URed as 
the figurt> represt-nting duplicating debt. For sinking fnn<ls. it ap­
pears that this contl'ntion has som£' merit. particularly since normally 
all s;inking-fund n~-osets ar£' us£'d ultimatelv for debt retirf'ment. 

When thE> two broadl.'r concepts of duplicating debt are applil.'d to 
tru:-;t and inwstment funds, howeYI'r, their shortcomings as meaning­
ful concepts applieable to all classes of debt berome apparent. For 
t>xnmple. in 1937. the inwstment funds of these identical 94 cities held 
debt securities owed b~· thl'ir own ri'Spl.'ctive city governments to th£' 
amount of 5 million dollnrs and otlwr Sl'curities totaling 4 million. 
In addition, these inwstment funds hl.'ld real estnte and other assl.'ts 
vahl£'d at 698 million. If total assets of invl.'stment funds were made 
deductible from gross debt in obtaining net debt. some governmental 
units would show no net debt. Thus. totally different results are · 
obtained upon the application of each of the three concepts of dupli­
cating debt. 

Xl.'t debt, in effl.'ct, acquires an entir~ly differ£'nt and not wholly 
· unambiguous meaning whl.'n the concept of duplicating debt is broad­

en£'d to includ£' total assl.'ts of public investment funds. It ran be 
contended. morl.'over, that this alternative concept of duplicating debt 
is ll'ss significant in an economic sens£' since the debt securities of in­
vestment funds are hl'ld for inwstment purposes, and since the assets 
of these funds, consisting as they do of rl'al estate and other property, 
are S£'ldom uSI'd for the reduction of debt. 

Similarly. an entirelY ditfer£'nt meaning attaeh£'s to net debt of 
priYate business establishments if l.'ithl'r ( 1) all debt obligations owned 
or (2) all assets are dNlucted from outstanding debt obligations. 
Assume. for the sake of illustration, a prh·ate corporation with debts 
of 100 million dollars, which holds 10 million of its own obligations, 
50 million of debt obligations of nonaffiliatl.'d companif's, and has 
asSI'ts in the amount of 309 million. Fnder the concepts emploved in 
this study, the duplieating debt is 10 million and the nf't debt is 
90 million; under th£' first alternative concept in whirh all dt>hts held 
are counted as duplicating debt, the duplicating debt woul~l be 60 
million and the Jll't debt 40 million: under the seco)l(l alternative con­
cept in which all asf'£'ts ar£' deductible from ~·oss <lt-ht. no outstandi!1g 
nl't debt would be shown. Thus, whl'n apphl'<l broadly .to the en~n·e 
dl.'bt area such deductions as the last two prow m:p)ess m measun.nt! 
duplicatina debt and in dl.'terminin<Y net dl.'bt. The concept wluch 
restricts d~plicating debt to the (M:t of issu£'rs held by them or ~y 
their affiliates is uniformly applicable to a~l debt areas and re~ults m 
net debt figures which are useful for analyhcal purposes. 
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Estimates of the volume of duplicating debt and of net debt are also 
influenced by the meaning given the term "affiliate." Stated differ­
<>ntly. the amount of debt regarded as "duplicating" depends upon the 
sizP of the area embrac{'d bv a "unit" of related debtors. Instead of 
{'lltploving two units-(1) the United States Gowrnment and Fed­
eral C;)rporations and agencies and (2) State and local government 
diril'ions-one might consider gov..,rnment, Federal. State, and local 
alike, as a sinj!le unit within which all holdings of gowrnm..,nt se­
euriti{'s bv gorernmental divisions would constitute duplicating debt. 
Tlw empl(,vment of this concept for purposes of arri,·ing at net public 
(h•bt would result in totals slightly lower than those presented in this 
:-:tudy. For example, in 1940, a reduction of 815 million dollars in net 
debt would be shown since in that vear the Federal Government and 
its ag(•ncies lwld State and local ·securities in the amount of 479 
million dollars, und State and local units held Federal and Federal 
ngrncy securities totaliu~ 336 million. 

Gon•J·nmrntal diYisions could also be di,·idrd into units so that each 
of tlw 48 States and its subdivisions would constitutl' a ~parate unit. 
UndPJ' this roncPpt only the dPbts of a State held in fnnds of the same 
~t11te would be d(ldueted in calculating net d(lbt. "1tile such a dl'fini­
tion (lifl'ers slightly from the one u:-:ed in this study, which trl'ats all 
~tatl' and local divi:-:ions as a unit, its employment would not greatly 
('hangr the lll't debt totals since the bulk of the holdin~s of State and 
of h·al gowrnmeut sinkin~ and trust funds is composrd of the debts 
of units controlling tltese funds. In practice, the more restrictiYe con­
. ePpt ('ould not easil~· haYe been employed il1 th., present study since 
eUlTPllt debt statistics do not fully srparnte securiti.,s held in State 
funds into those i:-:sued by the particular State and those owed by 
some other State. , 

LO~G- AND SHORT-TERM INDEBTEDNESS 

In this studv. all debts with maturity dates of less than 1 vear 
from date of i~SU(> are defined as short·t~rm obligations ·and most of 
those with maturity dates beyond 1 yPar as long-term. This dividing 
line corresponds with that commonly us{'d by accountants in separat­
inl£ current and fixl.'d liabilities. Because of the nature of the Rource 
materials, howewr, it has not always been possible to adhere rigidly 
to thi~ clas:-:ifieation. For example, the financial statements of steam 
railwa~·s show debts with maturities of 2 years or less as short-term 
obli1£ations, and some of the gowrnmental credit agencies do not 
giYe ~parate figures for short-term debts-principally because they 
hare f('W, if any, of this class of obligations outstanding. Debts of 
indh·iduals originating from installment purchases of household fur­
nitUJ'{', refrij..l'('l'ators, automobiles, and so on, enn though such debts 
may 1.., liquidated by periodical pa~·ments extending considerab1y 
ht~vond a ~·eur. are also das~d as short-term. In the main, however, 
obii~ations clas."'t'd as short-term are those which ha,·e maturity dates 
uf 1 ~·.,ar or less from the date of their contraction. The classilication 
~,f dt•ht i11to long- and short-term has been applied only to private 
1111lt•htt>dnt>s.s. 
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TREATMENT OF DEFAULTED OBLIGATIONS 

Debts of corporations in reeeivership, together with interest ac­
cruals on defaulted obligations, and also obligations of individuals 
and unincorporated businesses in· default are retained in the debt totaL 
until final disposition is made through reorganization or liquida­
tion. Though from a legal standpoint long-term llebts in default 
and unpaid interest aceruals on these obligations are considered to be 
short-term debts, the adoj)tion of such a concept in this study would 
blur the significant distinction existing between long-term and short­
term obligations. For example, if one followed the stl·ict legal rule 
in the ease of corporate reeeJverships, all long-term debts in default 
would become short-term obligations, again to become, in part, long­
term debts upon reorganization. Though defaulted dt>bts generally 
appear along with other outstandings in debt statistics, the precise · 
amount in default is often not aseertainable. Thus, no comprehensive 
compilation of indebtedness in default has been attempted. When­
ever possible, necessary adjustments haYe been made in primary data 
to retain defaulted debts in predefanlt duration categories. 

The volume of defaulted debt on any p:iven date is contingent 
U/)on the conditions which must obtain before debts are legally de­
c ared to be in default, and these conditions vary. For example, 
building and loan associations may not consider a note Hecnred by 
real estate to be in default proi'ided payments are adequate to meet 
interest charges, even though these payments be less than those 
specified in the contract; in many cases, a default is not declared 
until interest payments have been in arrears for a certain period 
of time. Among corporations where many classes of creditors are 
ordinarily affected, receivership proceedings are typically filed at the 
time of default on either interest or principal. Dnring the period 
1929-41, both the absolute and relativ{' amounts of defaulted dt"bt 
have varied greatly among different claHSes of industries and govern­
mental divisions, ranging ~11 the way from .no defaults on Unit~d 
States Government obligations to comparatively large defaults m 
the cases of farm and urban real-estate mortgages and bonds and 
notes of some industrial and railroad corporatiOns. 

Aside from the capacity of the debtor to meet interef;t charges and 
to make payments on maturing debt, the principal factor affecting the 
quantity of defaulted debt is the time elapsing before either reorgani­
zation or liquidation is effected. During the decade under revi{'w, 
receinrships of real-estate mortgage companies generally lasted from 
1 to 3 years, and receiverships of industrial corporations from 2 to 5 
years. Railway receiverships extend over an even longer period. 
All major steam railways in receivership at the beginning of the 
decade and also those placed in receivership during the decade wl.'re 
still in receivership at the end of 1939. 

DEBT ESTIMATES AFFECTED BY CHANGING FINANCIAL 
ORGANIZATIO~ 

As trusts endowments and such intl.'rmediariPS as banks, insur­
ance compa~ies, corporat~ holding-c?mpany sys!etus, and public lend­
ing agencies beeome more or less Important m ~he econon~y, they 
a~ume a proportionately larger or smaller role m assembling and 



DEBT AXD PROBLEMS OF ITS MEASrREMEXT 9 

irm·~ting the savings of infli,·iduals. Such changes in financial 
organization tend to be reflected in the debt structure. Thus, 
when intermediary institutions~ acting as borrowers in assen1hl~ng 
l'avings and as lenders in making im·e~'tments, become more Im­
portant, the gross debt totaL.;; become larger than would he the. case 
if initial lenders made loans directlv to ultimate borrowers. To Illus­
trate, if an initial saver loaned $1,000 directly to an ultimate borrower, 
the $1.000 would appear only once in the gross debt totals. On the 
othrr hand, i.f an initial lender purchased a Federal agency bond and 
if that agency in turn loaned the proce('ds to an ultimate borrower, 
tlwn the debt would appear twice in the gross debt totals. ~Iani­
festly, if these intermediary financial institutions become l('ss im­
portant as a means of mobilizing savings, the gross debt totals will 
show a proportionate dedine and will be relatively doser to the 
Ill'! debt fil,!llrf'S. l\'•hile the groSS debt totals are thus importantly 
~tfft>cted by the structure of intenneuiary lending agencil's, the net 
d1•ht totals, which exclude debts of intl'rmediaries, remain unaffeeted. 

UhangPs in financial organization, accompani!'d as they are by the 
riHe or fall in importance of such agencies as trusts and endowml'nts, 
not only may affect the amount of accumulated national sarings in· 
ret-~tl'd in debt obli:.rutions but abo may exercise an influence on the 
type of obligations issued to conform to the requirenwnts and prefer­
eJH'PS of tlwse intermediary investing a;,rl'ncies. A further growth of 
I'Uch agencit•s, similar to thnt experienced during the last decade. may 
ret-~ult in actual shortages of certain grades and typl's of public- and 
private-debt instruments or ultimatt>ly may necessitate modifications 
of inwstnwnt restrictions some of which modifications would require 
rxtt>nsire legislation to permit a wider range of choice in investments 
by in~titutional lenders. 

SIGNIFICANCE OF CHANGES IN OUTSTANDIXG DEBT 

Challl!f'S in the.rolume of dt>bt from one period to another must be 
eraluated in the light of the principal faetors whieh bring abouteeo­
nomic expansion or contraction. Changes in the volume of aggregate 
net debt outstanding u~ually result from many specific developments. 
For example~ debts may be reduced during periods of dl.'clining business 
activity (1) by the consequent lessening in need for financing and 
( 21 by fort'closures and corporate reorganizations. During periods of 
low employmt>nt and 1:'8l'ning power, additional debts may be incurred 
by some consumers for the acquisition of food, clothing, and other 
essentials, but this influence is usually more than offset, insofar as total 
coHsumer debt is conrt'rned, by the reduction in installment purchases 
oefasioHed bv a lower leYel of Income. 

Th.- fact that aggregate private debt declines during a period of 
depl't'ssion thus dot>s not alter the fact that many new loans may be 
grllnted during suth period. For example, individuals may mortgage 
their propert)', thus adding to the total outstanding debt. Business 
f'lllerp~i~s may borrow to obtain _funds es.-.ential to continued operation. 

Pubhc dt.•bt IS, of course, lt>ss dm~:.·tlv related to the level of economic 
aeti\'it~· than is rrira.te debt sint't' public expenditure is more a matter 
of l!twernnw1~ta policy tl~an a ref\~c>t:t_ion of_g?vernment need. Thus, 
tlun11g a pt•nod when pr1vate dt>bt ts dt'(·lmmg, go¥ernmental units 

464:.' ... 2' ~ ·~--2 
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may greatly increase their indebtedness for the purpose of building 
roads, schools, dams, and other public assets which can be built more 
chea(>lY in periods of depression and which, at the same time, serve to 
pronde employment for the jobless. . 

In periods of expansion and prosperity, changes in the aggregate 
1lebt volume likewise represent the net effect of many increases and 
decreases in variou,s classes of debt and in the obligatiOns of different 
groups of debtors. Some consumers pay off their accumulated debts 
whilt> others, in anticipation of continued or expanding earnings, buy 
heavily on credit. Some individuals use their increased earnings to 
pay off home mortgages; others, to purchase new homes, borrowing 
additional funds for this purpose. Some business enterprises retire 
debts, but many require funds for expansion of plant facilities. In­
er~:>ased revenues may permit government units to retire part of their 
obligations. In general, the tendency is for economic expansion to be 
accompanied by an incr~:>asing volume of private debt, since the in­
creased rate of new borrowing more than offsets the increased rate of 
retirement of old obligations. 

LIMITATIONS OF THE ESTIMATES 

To be significant, interpretations and analyses of debt figures must 
be made with a full realization of the nature of the estimates, the 
incompleteness of the figures for certain areas, and the unavoidable 
~leiects in some of the statistical methods employed. 

There still are numerous gaps in the available source materials for 
certain debt classes. A case in point is the incompleteness of the 
records of debts incurred through consumers' installment purchases. 
Despite the marked improvement in the available information from 
the retail trade on accounts and notes receivable, there are many areas 
in the retail purchases by consumers for which estimat('s must be made 
from incomplete debt information, such as, for example, figures cover· 
ing open accounts of only ·a sample of the sellers. . This is true also, 
but to a lesser extent, of consumer durable goods purchased on an 
installment basis. 

In the real-estate mortgage field the estimates of the mortgage debt 
on farms and on unincorporated urban residential and commercial 
property owed to individuals are bas('d upon substantial but nonethe­
less incomplete information. Sample studies made by the Bureau of 
Agricultural Economics covering recorded farm mortgages and by 
the Federal Home Loan Bank Board of recordings of new mortgages 
up to $20.000 issued against urban residential real estate have, how­
ever, appreciably improved the quality of these debt estimates for 
recent years. Such studies have also made possible revisions for the 
earlit>r vears of the decade. 

In tl.'e hu·ge category of corporate debt. intercorporate ?ebt of non­
t·ailway companies is based primarily upon a study covermg the year 
1934. from which date both intercorporat(' and nt>t corporate debt are 
estimated by employing the trenc~ of net. nonrailw~y corporate debt, 
measured bv a sample of compames makmg consohdated statements, 
comparetl with the trend of gross nonrailway corporate debt, shown 
since 19:34 in compilations Qf the Bn~ean of Internal R~venne. .Even 
in the field of State and local pubhc debt, extrapolation and mter-
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polation art> tH•et>s~ary to denlop estimatt's for the grof's debt anrl ntot 
J .. bt totals and for debt holdings in ,·arious State and local go,·ern­
nwnt fumh; during intf'rcensal years. In all these cat.:>gories, how­
ewr, tht' c:levelopnwnt of estimates was aided materially by the exist­
enee of a substantial part of the data for noncensus years. Although 
th.:> imHl(•quacy of data in some areas has made nec('ssary Cf'rtain broad 
assumptions, sueh as tho~oie inrolved in the estimates mentioned above, 
it is believed that the error in most instane<'s is rt>latirely small and 
that the estimates ('an b(' used for most purposes. 

srGGESTIONS CONCERNING INTERPRETATION OF THE ESTI~ATES 

In interpreting the ('stimates particular attention should be paiJ 
to the rrlative ehanges in gross and net debt. If th(' rolume of gross 
ouManding indt•btedness doubles during a stated period of time, the 
meaning of such an increase is entirf>ly different if tlw increase is due 
to the growth in Ut:'bts of end-borrowers O\Wd directly to the initial 
!'a\'Hs of eapital ft·om what it is if the inerf'ase is due to a doubling 
of the debt of intermf'diary finant'illl! agenC'ies. In the fonHf>r case, 
thf' growth in gross debt i:-; matched by an equal dollar inerease in net 
dt>ht; in the latter ease, the increast> does not re~ult in an~' incr('aSI:' 
in llf't dt>bt. The gross debt incrf'ase in the second ease refleets merely 
the fact that more intf'rnwdiaries havf' inter\'f'll('d beh"e('n the lrndt'r 
and the ultimate borrower. 

Similarly, an inet·f'ase in the gross debts owed by one dass of intN·­
mediurit•s tlof's not llPeessarily result in an inerease in £>ith£>r th(' aggr('­
gatt> gross or net dd>t outstanding providrd tlw increase is otfst>t by 
11 dt>et·f'ase in debt~ owed by otlwr types of intenuediaries~ i.e.l if the 
dt•bt ehange is lllt'rt.>Iv a transfer from one iutermediarv to another. 
The fad that th('se tt·ansattions were oril!inally transfers does not 
mean that 110 inerease in l!l'Oss debt occurrt>d as a result of the 
trausft·t·s. In the t'ase of the Home Ownersl Loan Corporation for 
examplr. an intTt'8St> in gross dt>bt oeemTed beeause of the in(·rease 
in tht> uutubf'r of intermediary lt>nders while solllt> inerease in net debt 
tloubtless rt>sulted from the· etleet whid1. the Home Owners' Loan 
Corporation had on the a\·ailabilitv of credit fur the purehase of 
housing. · 

In tht• fit•l(l of pri\'ate dt'bt. an in<'l't'ase or deerease in the num~r 
of stt•ps from holdin~ tot~tpany to operating ~ub~idiary gt>nerall)· re­
sults m a correspondmg met't'ase or deereast> m gross dt'bt while net 
dt>bt l't:'lllains unaffeeted. Eren thoul!h the finaneial strueture of hold­
ing ('OIIlpanit>s t'('lllains unehanged. a growth or dl'dine in the assets 
t'Olltl'ollt•d by thPm may have some inftuente on the gross dE>bt total. 
~imilady. a <'hangt> in the policy of a holding company or any 
otlwr 1111it of the (·orporate sys.tt'm with rE>~ped to procurement 
of funds for lendiur to otht>r units of the sy~tt>m t·au..;es a (·orre~pond­
ing g.rowth or dt>eline in gross but not in nt>t corpoute debt out­
standtng. Tl~e gt>nt>ral Mtut>m·y toward simplifiration in corporate 
!itrul'tut·l" dunng tht> decadt> hils resulteJ in bringing gro"-s and net 
~rponlte debt somewhat nearer together through a reduction in 
lllll'l'l'OI'J'OI'8{t' Jt>bt. 

It should be ob~n·ed that int'reases or decrea~ in intere:-ot rates 
may g"I't'atly altt>r the total amount of interest payable though the 
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wlume of outstanding obligations may be unchanged. When declines 
in interest rates result in wide-scale refundings at lower rates, as 
has been the case in recent years, the amount of interest payable may 
increase but slowly or even decline in the face of a substantial increase 
in .the principal amount of outstanding gross indebtedness. Finally, 
it should be noted that the estimates herein presented are exprE-ssed 
in terms of the unpaid face amount of the obligations outstanding, 
the repayment of which is affec!ed not only bY. the economic actiYities 
of debtors but also by changes m the purchasmg power of the dollar. 

RELATION TO OTHER STUDIES· 

The concept of net debt which is employed in ·the present study 
differs somewhat from that employed in certain other studies. The 
only deductions made from total indebtedness in arriving at our 
estimates of net debt are nominal obligations and the intermediary 
obligations of financial institutions. In contrast to this concept, the 
net debt position of any group might be shown in terms of the rela- ' 
tion of debts receivable to debts payable. This· second concept of 
"netness'' has been employed in a study made by the Twentieth 
Century Fund, covering the years 1929-37.3 

In contrast to the previous debt study of the Department of Com­
merce, which covered long-terfi?. indebtedness only, the present report 
also includes short-term corporate and noncorporate debt. The ear­
lier study did not distinguish between gross and net debt in all cases 
and thus the fignres are not strictly comparable with those presented 
in this report. 

• Debts and Recovery, 1 !l38, 



CHAPTER II 

THE VOLUME OF OUTSTANDING DEBT 

In this ehapter, summary figures on domestic indebtedness covering 
the rwriod 1929-41 are presen~ed and analyzed. Particular attention 
is paid to the changing composition of the debt aggregates and to the 
pattern of change from year. to year in the nrious series. 

CO~BIXED Pl'BLIC AXD PRIVATE DEBT 

Dt•i-ipite the di:-;l"illlilarity betwet-n public and prirate indebtedness, 
coJJ.~idt•rabl(' int('rest attadtes to the combined total and for C('rtain 
purposes the two may ~ added together. Any interpretation of this 
tOillLined total should b(' qualified, howHer, since the significance 
of a change in public debt is quite different from that attending a 
clutnge in private indebtedness. 

NET Pt:BLIC AND PRIVATE DEBT L'P 18 BILLIO!\S IN 1941 

Xt•t indebtedness of individuals, bu:"iness firms~ nonprofit associa­
tion:". and gowmnwntal units in tlw rnited States reached an e~ti­
matP<l totnl of 11'i.J.l billion dollars as of Deeem~r 31, 19U, 18.5 bil­
lion. or 11 pel'c~:nt. more than the amount outstandinf! at the end 
of llHO. Increases in Federal. State! and locnl public debt accounted 
fur 1:!.0 billion, or ()5 percent of the rise, while the remainder of the 
inerea~t, was repJ'eSPnted by prirate debt. 

Gross indebtedness~ cons1:4ing of net dt•bt plus duplicating debt, rose 
tlurinp- 1941 by 19.6 billion dollars to a yenr-end total of 219.5 billion.' 
Pnl,Jic debt aecountetl for 13.3 billion and private debt for6.3 billion 
t•f this inet·ease. Corporations and indi,·iduals alike contributed to 
the iJH'l'ea~e in gt·oss private dt>bt, both their long-term and short-term 
ohli)!al ions risilll! moderately during the year. 

The yeat· 1941 was ehnrat•terized by rapid expansion of war intlus­
trie~ nml by gt·owing governmental outlays for war purpo~s. These 
out la~·s produced a !-harp inerease in the indebtednes...;; of the Fedt'ral 
Go\'PI'lllllt'llt. whieh dwarfed the moderate rise in private dt>bt. 
A~ may be st>en from figure 1. changes in the domestic debt struc­

ture tluring HIH formetl a markedl~· different pattern from tlmt in 
the preriou~ ~·ear. Whereas. in 1940, private debt had for the first 
tinlt' ~inct' 111:!9 inereased more than had public debt, in 1941. with the 
inereal'oing tt'mpo of Government expenditure, this situation was 
l't'wrse(l. 

COM.PARATI\'Il: CHANGES IN PRIVATE DEBT 

Tlw coutpuratiw pntlerns of prirate-debt expansion during 1910 
allll H•H han• !'t'\'t>ral noteworthy featm-es .. Whereas1 in 1940, out­
!'lalHling eon~tmwr credit rost- markedly as a re~mlt of the expansion 

• '"' indthlm& d<'l•Niit liaiJilitit>t of llanlis or li&l•ilitif'& of llft>-ineurant'e rompani,.. to 
l'•llr)L"ld<'fll. 

13 



14 L.'\DEBTED~ESS L" THE UNITED STATES 

1940 FROM 1939 CLASS 
0 OF 

DEBT 

NONCORPORATE 
COMMERCIAL 

CORPORATE 
LONG­
TERM 

1941 FROM 1940 

-DECR£A$t 

NOTE:- THE WIDTH OF EACH BAR REPRESENTS THE PERCENT WHICH EACH CLASS WAS OF TH£ 

+40 

TOTAL FOR THE PREVIOUS YEAR D. D. 42-19 

l'irurt 1.-Percentage changes, 1941 from 1940 and 1940 from 1939, in net public and private 
debt, b;y classes. 
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(•f conf'UJnf'r purchases, in 1941, this series incrf'aSf'd only modrrately. 
The curtailment of production of consumers' durable goods, plus the 
control of installment credit which became effective on September 1. 
1941, l1ad the effect of prrventing any great expansion of consumer 
crrdit de!'pite the sharp rise in consumer income during the year. 

Since increases in the short-term debt of business eiitablishments 
typically accompany expansion in the volume of trade, the growth 
(;f short-term prh·ate indebtedness during 1940 and 194:1 is indicative 
of the marked Hpansion in the dollar volunlP of busin~s actirity 
which occurred during this pE'riod as a result of the mobilization of 
reonomic resources for a war l'ffort. 

TIMING OF PUBLIC-DEBT EXPANSION 

Thl' bulk of the increase in outstanding debt during 1940 occurred 
during the latter half of the year, mainly because of the financial f.'X· 

pansion required by the national defense program. Of the increase of 
3 billion dollars in Fl'deral obligations during the entire yl'ar IH40, the 
United Shth•s Gowrnment incurred 2 billion in the last 6 months 
uf the )'ear to nwet, along with its other expenditures, great)~· en­
lnrg<>d outlays arisinl! from (1) incrf'ases in Army, .Xary, anti otlwr 
df:'ft>nsf' p<>r~onnel. (2) larger purchases and production of war mntf'· 
rials and l'quipment, and (3) loans and ad,·ances made to privatf' 
businf'ss establishments to assist them in financing the l.'xpansion of 
productivf' facilitif's. 

Throuf!hout 1941 the df'fense prof!ram continuf'd to grow in l'ize 
and Fed(•ral expenditure for rearmament oontimif'd to accf'lerute. 
thus addinl! to the deficit and enlarf!ing the Ff'deral df:'bt. De:-pite 
the imposition of new and heavier taxes the outlook is for continut>d 
t>xpansion of Ff'deral borrowing as the war effort continues. 

PRIVATE-DEBT INCREASE 4 RESULT OF BUSINESS EXPANSION 

The Hpansion of private debt during 19!0 was also confined 
lnr:.rt>l)' to the latter half of the Jf'ar. about two-thirds of thf' increase 
hl'inl! concentrated in that period. This increase in debt of businf'ss 
('lltt>rprises took place through thf' sal£' of nf'w bond and note i~suf's 
and throuf!h the securing of nf'W loans from banks and other INHlf'rs. 
It was intended both to finanee plant expansion and to pro,·idf' ad­
ditional working capital for an infTeased voluml' of business. largely 
indnt·ed b.r national drf··n~ activities. Durin:z 1941, howenr, the 
rxpan~ion of private d<>h was continuous, though the increas,ing scar­
cit it's of many matf'rials, tol!.,tlwr with the curtailn1.,nt of man~· types 
It was intended both to finance plant expansiJn and to provide ad­
ntnc<>s owr the prf'rious yf'ar . .Xaturally, thf' lar:zest incrl'ases in df'bt 
of bnsin<>~ entHprises occurred in those industri.,s of manufacturing 
and tran~port wlwre the war-indut•f'J. expansions in output and capac­
ity han• llt'en :.rreatf'st. 

NET DEBT lU BILUON DOLLARS HIGHER IN 1941 THAN lN lt%9 

Xt•t puhlie and pri,·ate iihlebtNlnt>ss of 18.3.2 billion dollars ont­
~tatllling at thf' end of 19!1 was 12.7 billion abovf' the twt debt of 
17:!.;) hillion oubtanding in l\i:!9. Coupled \\"ith the incrtoa~ in popu­
lation, howt>wr, this increa:"t' in total net debt was rtotlt'\'tf'd in a )e\·f') 
of about the same nf't indebtf'dnes.s })('r capita in H41 as in 19::..19. 
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18 IXDEBTEDNESS IN THE UNITED STATES 

After remaining relatively unchanged through 1930, aggregate net 
ch•bt fdl om·-eighth to 150.6 billion dollars in 1933. From 1930 through 
Hl:3:3. tlw large decrease~ in private debt (resulting from payment, 
forPclo,.;me, and liquidation) and a greatly diminished rate of new 
borrowing mueh more than off,.et increases in public debt. Promi­
IWnt muong the types of debt which decreased rapidly from 1929 
through HJ:Ja were brokers' loans, bank loans, consumer installment 
obligation,-, and other short-term debt. 

Dmi ng 19:1-t. the net debt aggregate continued to recede to Li0.2 
billion, the lowest year-end total for the 12-year period, in spite of 
the fact that an upwanl trend in business, which is often attended by 
~m iwn•a,.;e in debts of business enterprises, had been in progress since 
t hP ,.;pring of 193:1. The continued decline in outstandings during 
1~13:3 aml Hl3-! resulted primarily from delayed debt deductions taking 
place through mortgag!' foreclosures and through the termination of 
corpuratP receiYer~hips. 

Legi,.,lation enacted to reliHe distressed mortgage conditions exi,.;t­
ing in l!l:\;l ,;harply reduced foreclosures of mortgages on urban resi-
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Figure 2.-Net debt in the United States, b;r t;rpes, 1928-41. 

dential property and farm land by 1934, but debt reduction_s arisi~g 
from I i<JUiclation or readjustment of corEorate debt con~mued. m 
Yolnllll' until 1937. After 193-!. these reductions, together with rehre­
menb by payment, were more than offset by increases in _?ther. debt 
categorit>s. and aggregate net debt rose annually from 193a until the 
end of Hl-!1. with the single exception of 1938. 

GROSS DEBT ABOVE 1929 LEVEL 

Gro~,.; public and private debt, after increa:'i~g from 194.8 to. 195.9 
billion dollars during 1930. declined to 175 b1lhon by 1933. a ~hghtly 
5maller percentage decline than experien<;ed by net d~bt dunng the 
same Years. rnJike net debt, which contmued to declme moderately 
durin;:,. 193-! <Yross debt increased more than 7 billion to total 182.4 

e '"" 
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billion at the close of that year. This increase in a~~re~n1te gro~s 
<l<•ht is attributable in the main to the enlarg-<>d Yolnme of debts in­
eun·p({ bv FedPml ag-enciC's for the purpose of obtaining funds to re­
finanee farm and urban re~idential real-estate mortgages in distrt-ss. 
The intt>tmediary dPbt thus create<l by this refinaneillg of existing 
mortg-ages appears in l!mss debt, but is excluded from net debt since 
the dPhts of end-borrmn·r~ were not increased in the refillancing proc­
ess. The fact that thf'se di•Lts of Feuernl agencies were incm:red to 
tina ncr alrea<ly-exi~t illg private debts does not mean that the portion 
of Federal di·bt arising hom this type of expenditure can be entirely 
negi(•<.'IP(I. The total Fe<leral dt>bt and the iuterest payments thereon 
IJoth were inereaseu by these refinancing operations. which in effect in­
\'oln•d the sub:-t itution of public for private credit. After 19:34, a~­
l!r<'gate g-ross debt continueu to show annual i11Creases. Heept for 19::\H, 
and at tl1e enJ of Hl41 totaled 219.4 billion dollars, 24.6 billion more 
than the grosH dPbt outstanuing in 1929. 

Table 2.~Gross Debt in the United States, 1929-41 

!llfillions ol dollar<] 

Itt• Ill 

Total ~ross puhlir and pri\'Hif dt•bL. 

Ornss put.li<' dt•ht _____ _ 
~'t·tkral and Ft>dt'ral ""'''~~'"'''---- ..•...••.. ·I 

Ftodt•ral .... _ 
F('tlt•ral a~mrit•s ... ·····-------·-i 

~lair and !oral gol-ernmt•tlts ............. li, 2:\4 
Gross prii'Hir dt•bt ...... _ ..... _ ............. 1.19, 435 

Lorw·tt•rm dt•l•t. ......................... \lf;,5~7 
Corporate• .. _ ................. 55,:!48 
lndtl'idual and nonrorvoratt• 41. 24~ 

Farm mort~agt• _ ........ 9, 1);11 
l'rhan rt•al ... s!att• mort~a~···-··-- _ 31.618 

~hort-tt>rm dt'hk .. --~-~~~-· .... ·····-·· ti2,S:i!') 5i,ti33 
Corporalt•....... ........ 34,1143 31.901 

43, ).)4 I 4~, )j6 
23. 3SO i :!1-!. 191 
20, 811.1 1 23, M15 
2 .. )451 4.:176 

19. ~·14 19. w~.\ 
135, &<fi 126. 7!•1 
~5.81~ 110,653 
57. 146 55, 41fl 
38. 672 3-1, 243 

8, 6:J8 i,l\!li 
30, 0~4 27. 3f,f, 
3\1, Mli8 36, l:li 
24, M2 23.411\1 
15, !rltl 12, i:!l-! lndil'idual and othrr non('orporate _ . 27, S~5 25,732 

CommPrdal and lor pun·haSl' of 
,..,·urit it's.............. .. .. .. . . 19, 7.13 1&. m i 14. 0\14 1 10. 303 

1 

s. :!Ill 
C'onsuu~·r. .............. _ ... _.... 8, 142 i. -I(MI , 6. 370 : 4. i23 : 4. 4:1( 

184.:!1-!9 

60,8S2 
41,453 
30, 5.17 
lO,K\16 
19.429 

In, 407 
1\4,2.12 
flO. 749 
33,503 
7,6:l9 

2.1,1!1)4 
39,1M 
25,7\16 
13,3511 

7, 72'3 7, 499 
4,1182 5,1!ti0 

--- ltt•m J~:lti l!l37 1\l:l!' 1~39 I 11140 i 1!141 

1'otalgro.'>'puhlirandpril·at~d .. hL ........... :II:iS,OII :1!12,727 /189,1ii 
1
!9l215 

1

199,9:'>41219.508 
' l==i=t==-.:__,=1= 

Grog~puhlKdt•hL. ·------- ., ...................... ! 1>!·7~2 i 67,314167.033, fo\1.~\16 • 73.343 · 86,5\18 
hd··.~al and Ft••h•rallll!ent'lt'' ..................... 4~. u,u ·. 47, 760 47.4.17 '. 4\l. \(1(1 ; 53. lt\!'1 tili, 415 

hd•·r~l .............................. 34.41~i~37,2!!613U39I4Ufil 45,tr24 5i,!l:l8 
Fedt•ral iii'I'Dfh'S. • ..................... Hl.~\4, 10.4741 M.01K I 7,939 8.0i3 8.477 

~tat~ and lo>l'~l gowrnnwnts ...................... 19.llli2 I 19, 5!<4 Ill, .176 1 19. !I% !MI. 246 !MI. 1!13 
firos'l'm·ate.d..t•l .................................... 123.2.7Y-112.1.3i.3 •

1

12'2.1« ,123,319 ~126.611. 1a2.w10 
Lon~yrm dehL ................................ ~1. 7t-3 1\3,44.1 b4.8151 M. 772 1!5,6:l!! "6.1!60 

( oq••rato· .. . .. ..... .... .. . .. . . 4~. !l:ltl 50, 7~4 c•2. 13.1 51.1!110 52. tHJ I ~2. 4-40 
lndl\:hlualandnonmrporato• .................. 32.k.'3132.tilil 32.M2132.9i2 33,fi31! i 34,4;,) 

f_arm tn11rt~a~·· _ .. _ ......... ., ..... ! 7. 3\lll i. 214 
1 

i. Oil ~- 910 6. ~21 1 6. 7~7 
>: .t rha~,r··&l"t',l&lt'Dlortg!lgl' ............... 2.1.41'31 25.4~7 12~.6!1 ~-lJii~ 1 2ti.e~7~ 27,1\33 
.hort-t.rmddt ............................... 41.4\llo: 41.~28! 3 •. 3:!11! :\1!1,.'.4,, 40,9,3 46.050 

Coq.,rste. __ . .. .................... 
1 

:!fo.57~ '

1

25.el312'2.146, 23,\Ul l 24 .. '(() 27.(r77 
lndi\1tlual and otht•r non<"fl"'ratP....... , 14.~17 ltl.ll5 15,1!\3 · 15,c.47 i UU73 18.973 

l ommrrt•&al and lur pun·h~ or Sl'<'uri- : 1 • ! I 
,ttt•s- .................................. \ i.M2i' i.990 I 7.419; 7.242: 7.62'3! 9.3'.(1 

(nusum•r ................................ j 7.275 11.1251 7.<64
1 

t~.3n511i.!!.'AI: ll,.'ill3 

Tl111~. ~tt tht' t>nd of 1941. an intt>rmt>diar·v or duplicatin" debt of 
34.3 billion dollars was out~t:mding-. again'4 a rwt intlPbt:dnl'ss of 
1~:1.1 billion by t>nd-horrowers. 1\ ratio of 1 to 5.4. This compar~s 
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with 22 billion of intlC'rmlC'diary debt and 1 j3 billion of net deht for 
192H. a ratio of 1 to 8. This cfwnglC' in mtios indicatlC's t\ wrv marked 
change in the fiuam:i~l. ot·gani~ation of soeilC'ty-a marke1ll·lwngt> in 
the methods of mobdtzmg sanngs. It indicates that n smullt•r muH­
blC'r of savers made loans direet)y to end-borrowE-rs in 1941 than in 
1929 nnd othE-r enrlier yE>ars. Instead. more sawrs placed their tW· 

cumulations with intermediaries for safekeeping and innstmlC'nt. A 
larger proportion of the X ation 's savings was h~hl in unlC'mploYilllC'IIt 
in..'-'ttrance funds, pension funds~ or by intermedinry financial agencie.;.;. 

P[BLIC DEBT 

TREND OF PUBLIC DEBT UPWARD 

Xet public debt, that is. the bulance of obligations outstundin•' 
ngainst all government di,·isions in the rnited States but not helJ 
in go,-ernment funds or offset by loans l'lC'ceivable from tlw public, 

BILLIONS OF DOLLAR$ 
100 

20~--------------------------------------------~ 

00 41 ~4?l 

Figure 3.-GroH and net public debt In tbe Vnited States, 1929-41. 

increaS('d in eaeh yeat· of the 1929-H period, from ::!!U billion at the 
beginning of the lleeade to 64.7 billion at the clo~e of l!JH. fp•lf·ral 
debt accounted for the bulk of this inerea~e by ri:,in~ from Vi. 7 bil­
lion to 48.1 billion. but Stat(' and local gowmment debt al~o in­
creased by about 2.5 billion dollars during the perio•l. The itwrPaSI' 
in public llebt dnring thlC' thirties was the result of a rapid i'Xpan;.ion 
in the number and stalt> of j?On>rnnH.>nt serYiees. mo~t of which \Wre 
tuHlertaken to mitigate the social and economic rtft>ds of thf' dPJH'es­
&ion and W('l't' aimed at promoting business re<·orery and economic­
readjustment. 

Gross public debt ro~ from :35.4 billion dollarr;; in.l~:W to B6 6 
billion dollars in 1!141, nn increase of more than ;)() blllwn for th~> 
12-war twriod. Owincr to substantial inrreast>s in the intermediarv 
debt of Fe<leral. State~ and lo(·al gon•tnmental tmib. this imTf'a.-~ 
was larger both in amouut nnd in r)('rcent than the i1wr•·a:-t- in net 
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public dt'bt. ExC('pt for 1938! gross puhlic debt increa::-ed in f:'ach 
~·ear from W29 through 1940, the largest increaEes occurring in 19:33. 
HI:H, and W41, wlwn year-end outstandings were increaS(>d by 5, 
IJ~ ~tnd 13 billion dollars. respectiwly. . 

Of the three major classes of public debt. gros_;;: FE-deral debt made 
the large:-t inerE>a::,e during the pt>riod 1929-U in rising from 16 to 
[Jk billion dollar~. Increa!'t's of 4.7 billion in 19:)4, 4 billion in I93G, 
nnd 13 billion in lfl41 wer-e the lar~t yearly changes in gross Fed­
(•ral dt·bt. In 19:3:3, the Cnitt'd States Government made large outlays 
for rE>lif•f and large advances to its established and newly crt'ated 
ngetH:it'S. lloth these aetirities requirt'd the issuance of an increa~ 
Yolume of new d ... bt obligations. In H~:3G, Fl'deral expE>uJituri'S Wl're 
augtHPntE'd by paynwnt of the adjusted !-en·ice <·et1ificntE>S. Follow­
ing the pas~age of thl' Socinl Security Att in 19:).i, gross Fl'<leral 
d ... ht lwg"an to inerease appreeiably as a 11.'~ult of the i~suance of debt 
oblig"ntions d.,~i!!natE>d as ··~perial is~u.,s.'' Tlw~ is~ues were placed 
and lwld in tht> llll('lllplonnent-in~uran('e and ohl-al!e pension funds 
in aeeordance with prodf'ions of the Social S('cnrity Act. In 1939. 
tlw addition of Fed!'ral (lt•ht ohlil!ations to the:'e fund~ exr('('ded 1 
billion dollari'i. The ri<.;(> in norernment expenditurE-s. I'Spl:'tially in 
those outbys ocea~ioned b~· the national defense program, resultE'd 
in an inerl'nse of 3 billion dollars in gross Fedt>ral dt'bt in the calendar 
w:H l!l40. This inerea!'.e was "mall. howenr. compared with the 
·13-hillion-dollar rise in gross Federal debt during 1941. 

Table 3.-Gross and Net Debt of the United States Government and Federal 
Corporations and Agencies, 1929-41 

[Millions of dollars] 

T(\lftli!I"OSI' Ft>drral 

rnit~d ~18II'S OnwrwlleliL .••..•.•......... 16. :lui 
lull·rt'st·l,..arinJL .....•.•.......•.•.•..... , 16.029 

l'uhhC' i"-<Ut>S .••••••••••••.••••••••.•• ; 15. 401 
l!orHIL .......................... · 12.110 

~~~~~~('illt'$ of itHJt'ht~diwss alld 1 
1
" t!!)S 

Tr.·a.<UH hill< . . 1,406 
i'J\t'{'ial issue;: io Gtorernmtnt ilj!enrit•s 

~OD·l~:~~~~!.~~~:~s-_.:::::::::::::::::: 1 
llPht t"'&rut~ nn tnti'N'i'L ............ ' 
:O.laturt-d d•hl on whteh i.ntert'st h&S : 

('O'a. .... d . 
lt>drral ~··tot·tt-s 

tarlll l<'llll srsto·m ·--·--···················! 
ll~>lll<' l<'llll ;)sttnL ····-···+···--··+·--·---!--------1-------· 
kN"IlSI tU(•ttvll hn&O!'t 
Ot hrr )'l'<lt'r&l Ml ..... IIOII> 

2.600 1.!154 2,41!4 

371 551' 721! 
:il\5 536 !Ill! 
il(j ~, ..... 

4.3~ I 51 22-4 
8. 5(tli 10.~ 

1.~19 1~:71 &.&.13 
'Iii 2.14.17 1~ 

2. sao 1 l.l!;>li Ut& 
""- "- .. "' ~ , __ ... -~"- -----" ~ 

1l•l&l dupli1'6til(J d•ht ................. ' 2. 472 2. 52$ 2. 1>57 4. ltl7 7.163 14. 'Ai7 15. 4!(1 

\'t.IIM ~~i>t~ (ro,·~rnrurnt and fl'<lrr&l :===
1

==== 
~:.,':;·~,;;:~'r ~ lnut<! St.ti'S.tlo\Hil: Vl\ ~ I[ W £1! !l'o3 2. M0 I, :tl 

I H!I...J ~,.,, .. (IO\'tntnlt'nt and r .. ltrlll ! 
"'!•llr) look1Uit$ ol t l'<lKIII lli!l'llry Sl'<.'tln· I I 
II~ . .. .. ........ ,..... .... U~ 116 · lll ~l~ !.4511 {.f.\3' 5.:1:.!:! 

l"-••nt '"'""'hit llt'ld b)· FNitr&l ~n~--- I. 4~ . I. 71.15 . l.IHJ 11111! 3. 7.'>1 ;, ti4 lt:l6 

1<~10!1Wtt'f'i<nltMot ................. o IS.M 15.3111 1;,U!oll lt~,7U 21.u;l, 23.utl 
1 
25.~ 
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Table 3.-Gross and Net Debt o the United States Government and Federal 
Corporations and Agencies, 1929-41-Continued. 

Item 19.3~ 1937 1938 1939 1940 11141 

Total gross Federal debt ..........•..••••....... 4.1,070 47, 760 47,4.17 49, 900 53.0117 66, 415 

Un.it~d States GowrnmrnL ..•••.....••...•.•.••.••. 34, 406 37, 2!16 39, 4:!9 41. !16] 45, 024 57, IK18 

Inte~r~b~i~~~~s:::::::::::::::::::::::::::::::::: 3:!. 6\19 36, 715 3~. 911 41,465 44.4.18 
33.067 34, 4AA 3.1,7.>4 37, 2:!4 41..144 

Bonds .••.••••••.•••.•••..••••..•......... 20.575 21, 9~9 25,9,\2 29, Sif> 32, 1111 
Notes ........................... __________ 10, 289 10,547 8. 496 6, 203 6, 17~ 
Certificates or indebtedness and Treasury 

bills .................................... 2. 203 1, 9.\2 1, 306 1.4.15 3. 265 2,002 
Special issues to Government a~encirs and 

trust funds .................................. 1\.12 2. 227 3, 1.16 4, 231 2. 914 6, 981 
Non-interest-bearin~ ............................. 707 571 528 496 566 487 

Debt hearin~ no interest _ ..... ------------- 5.\4 472 427 398 377 362 
!II atured debt on which interest has ceased .... 153 99 101 9~ 189 125 

Federal a~encies ..................................... 10, 6f>4 10,474 8.fl18 7, ~39 8,07:! 8. 477 
Farm loan system ................................ 3, 732 3, 5S7 .3, 464 3, 3.15 3, ~22 3, 925 
Home loan syst~m ................................ 2, 99~ 3, ()1.1 2, 9R8 2,1\00 3,o:l4 2. i20 
Reconstruction Finance Corporation. .. .•.••.•.. 3, 937 3, 902 1, 264 I. 107 1, 097 I, 802 
Other Federal corporations and agencies .......... =_:::.:. :302 676 20 21 

--- ---~ ~-------
Total duplicating debL ........................ 15.600 16,450 14, ~39 l$, l3R 16, iOO 17,762 

------------
United States Government and Federal a~ency hold-

ings of l'nited States Government securities ........ 2, .~28 3, 800 4, 990 6,166 7, 542 8, 352 
United States Government and •·ederal agency hold-
in~ ol ~·ederal agency S!'cUritirs ........•••••.•••••. 4, 910 4, R01 1, 985 I, 222 1, 212 923 

Loans receivable held by ~'ederal agencies.. ..••.••.•. 8, 162 7, 849 7. 864 7, 750 7, 946 8, 487 

Total net Federal debt ...•••••••....••••..•••••• 29, 470 31.310 32.618 34,762 36, 397 48,653 

Source· Reports of the Trea.~ury Department and Federal corporations and agencies. 

COMPOSITION OF GROSS FEDERAL DEBT 

Of the gr·oss Federal interest-bearing debt of 57.9 billion dollars 
outstanding at the end of 1941, bonds accounted for 40 billion dollars; 
notes, 8.5 billion; certificates of indebtedness and Treasury bills, 2 
billion; and special issues, nearly 7 billion. Treasury bonds comprise 
obligations with maturity dates of 5 or more vears from date of 
issue; notes consist of obligations with maturity" dates of between 1 
and 5 years; and Treasury bills consist of debt instruments with 
maturity dates of less than 1 year from date of issue. In govern­
mental finance, short-term obligations do not necessarily signify 
short-term needs for funds. Instead, the relative uses made of short­
term and long-term obligations are determined by such factors as 
differentials in long-term and short-term interest rates, the conditions 
of the financial and security markets, and the fiscal policies of the 
Treasury. 

A small part of the gross debt of the United States Government 
represents non-interest-bearing debt. At the end of 1941, non­
interest-bearing debt totaled 487 million dollars, or approximately 
0.8 percent of the total Federal Government indebtedn_ess. Non­
interest-bearing debt consists of obligations, such as Umted Sta~es 
notes, which are required to be reissued when redeemed.. It also In· 
dudes obligations that will be retired upon presentatiOn, such as 
national bank notes and Federal Reserve bank notes. assu.med by 
the United States on deposit of la.wful money for their retm~ent, 
as well as fractional currency, thrlft s~amps, and ~rea~ury savmgs 
stamps. A third class of Federal non-mterest-beanng mdebtedness 



VOLU~fE OF OUTSUKmNG DEBT 23 

consists of matured debt on which interest has ceased. The last­
mPntioned item totaled 125 million dollars as of December 31, 19-H. 

Gross debts of Federal corporations and agencies outstanding in 
1929 consisted of obligations of the Federal land banks and other 
agricultural credit agencies which in that year totaled 1.869 million 
d(Jilars. All of these obligations, except to an amount of 116 million 
dollars, were held by nongovernment im·estors. Th~ Yolume of Fed­
eral agenry outstandings was increased by the creatwn of the Recon­
struction Finance Corporation in 1932, by the absorption of the 
joint-stock land banks, a~1d by the development of L~nd .Bank ~om­
missioner and other agricultural loans. In the penod nnmed1ately 
following its organization, t!1e Rec.onstruction. FI~Hmce Corpo~a~ion 
obtained its funds from, and JS!'Ued Its debt obligatiOns to, the (. mted 
States Government, which in turn raised the needed funds by the 
sale of its own issues of bonds and notes. In the later years of the 
period under review, the Heconstruction Finance Corpoi·ation made 
public offerings of its own dPbt issues. The largest year-end out­
:-tauJings of Reeonstruction Finance Corporation debt obligations 
were 4,:3~8 million dollars for 1935, of which obligations in the amount 
of 4,0!15 million were held by the United States Government or by 
its agencies. As of June 30, 1940, Reconstruction Finanre Corpora­
tion debts totaled 1,103 million dollars. All of these debts, except 
obligations in the amount of 7 million, were held by nongovern­
mental invE>stors. As of December 31, 1941, the outstanding debt of 
the Reeonstruction Finance Corporation had ri-sen to 1,80"2 million 
dolhll's.5 

Outstandings of Federal agencies were further augmented during 
these years by the creation of new agencies, chief among which, from 
the VIewpoint of debt obligations issued, was the Home Owners' 
Loan Corporation established in 1933. To provide funds with "·hich 
to refinanct> distress mortgages on nonfarm homes, this agency issued 
debt oblig:ttions which reached a ~·ear-end peak of 3,015 million 

· dollars in 1937. By June 30, 1940, Home Owners' Loan Corporation 
ouMandings had receded to 2,652 million dollars, and they continued 
to fall to a figure of 2,416 millon at the end of 1941. ·· · 

Since 1934, the larger part of the debt issues of Federal agencies 
has been guaranteed by the United States Government. At the end of 
1940, guuantet'd issues held by nongovernmental investors amounte(l 
to 5,917 million dollars. These consistE>d of 696 million dollars of 
Commodity Credit Corporation notE's, 1,269 million of Federal Farm 
Mortgage Corporation bonds, 13 million of Ft'deral Housing Admin­
istrntion debentures, 2.600 million of Home Owners' Loan Corpora­
l ion bonds. 1,097 million of Re.ronstruction Finance Corporation 
notes, find 2~G million of Unitt>d States Housin~ Authority notes. 
Wlwn the United States Government enacted legislation to guaran­
tet~ outstanding Ft'deral agency issues, the yield of these agency 
s.><·u•·itit's naturally found a le,·el approximating that of United 
Statt's: Go\'t'mment obligations. In 19!0, Federal land bank issues 
wert> tht> only OUt'S outstanding in substantial Yolume not guaranteed 
by the l'nited States Governnwnt. 

1 Ro11d6, ootl'lll, aod dl'bentuM, nclulh·e of ar~rued lotel'ellt, io tbe baoda of the publle. 
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STATE AND LOCAL GOVERNMENT DEBT 

The net indebtedness of State and local aovernments in the United 
States increas~d. 1~10st rapidly during the )·ears 1930-33, when th~s,~ 
government diVlsiOns were forced to make heavy outlays for rehef 
as a result of the rapiil increase in unemployment. in 1933, the 
bulk of this burden was a~snmed by the Ft:>deral Government and, 
consequently, State and locnl goYen1mentnl net dt>bt remain('d fairly 
stable at about 16 billion dollaJ·s all during the 1934-41 periml. 

Gross debt of State and local governrll('nts rose from 17.2 billion 
dollars in 1929 to 20.2 billion in 1941. Unlike the figures for tl1e 
debts of the United States Government and Federal agencies, these 
figures as an aggregate do not refer to anv specific date. The fiscal 
years of the more than 180.000 State am! local governmental units 
fall on many different dates throughout the calendar year, although 
the fiscal years of a large majority end either on December 31 or on 
June 30. In this bi-modal distribution of fiscal periods, nearly two­
thirds of the States have fiscal years ending June 30, while a rather 
large number of the citif's have fiscal years ending December 31. 
Some State and local governments changed thf'ir fiscal periods dur-
ing 1929-41. · 

Table 4.-Gross and Net Debt of State and Local Governments, 1929-411 

[Millions of dollars) 

Item 1929 1930 1931 1932 1933 1934 193~ 

Tohl gross debt ...••...........• ______ 17,234 18,45(1 19,534 19,804 19, ~85 19,286 19,429 

State ..•. --------------····-------·····-···--- 2, 300 2,444 2, 666 2,896 3,018 3, 201 a. a~1 
Interest-b~arlng I_------------------------ 2, 233 2, 3i7 2, 599 2, 829 2, 958 3, 148 3, 286 
Non·inteMt·bearing_ ------·- -----------. 67 67 6i 67 60 53 45 

Locnl government .. --·····-- ...... , ... _____ .. 14,934 16,015 16,868 16. ~OS 16,967 16,085 16, 09R 
Interest-benrlng .... ---·- __ .. _. __ •. ______ 14,527 15,608 16,461 16, 5n1 1~. 560 15,679 15,693 
Non-Interest-bearing __ ••. _ •••• , .••••••.. _ 407 407 407 407 407 406 405 

County .................................. ::rs~ ~. 434 2, 564 2, 565 2, 521 2. 477 2, 43~ 
Munlcipnl• .............................. 9, 929 10,458 10,483 10, 577 9, 730 9, 778 
School district ................ ·-------- ... i:~~: 2,098 2, 210 2, 207 2, 142 2, 078 2. 013 
Special dl~tricL ........................ 1, 554 1,636 l, 053 1, 727 1,800 I, 874 

Total duplicating debt .•••••••••.•.••. 3, 520 3, 753 3, 616 3. 010 3, liS 3, 371 3, 496 
----------= = 

Stat~ and local government: 
1,3!lll 1, 417 I, 4~6 1,45-1 Sinking fund.. ............••••.••.••••••• 2, 281 2,418 2,141 

Investment and trust fund ............... 1, 239 1, 335 1,47.1 1, 611 I, i61 . 1, 935 2,042 

State ......................................... 1,143 1. 204 1,2!1() 1,403 1, 52.'. 1, 61\3 1, 7fi,1 
Sinking fund .............. -------···--- .. 402 412 446 471 4~fl 521 546 
Invel!tment and trust fund ............... 741 7fl2 ~l-~4 9~2 1,029 1,142 1, 217 

Loc~4~r~~~::tt::::::::::::::::::::::::::::J 2,377 2. 549 2. 326 1, 607 1,M3 1, 7118 t,m 
1,879 2,006 1, 695 928 921 !115 00~ 

Investment and trust fund ............... 498 543 631 679 732 793 826 

· tloht 13, 714 14,706 15,918 16,794 16,807 15,915 -~5~933 

t~l ·~···~,;~;.· 1,1.17 1, 240 1. 376 1, 493 1, 493 1, 638 1,5111! 
12,557 13, 4il6 14,542 15,301 H,377 14.afJ5 

t Adapted from reports of tbf Bureau of the C.ensus and the Treasury Department. 
1 Rtcludes State lo!Ul!l to local government umts. 
1 Municipal dlrisions include ride!!, towns. nll~~&es. horou~hs, and townships. 
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Tabh 4.-Gross and Net Debt of State and Local Governments, 1929-41-Con. 

Item 1936 1937 1938 1939 1940 1941 
--------~------1---1---1---------

Total noss debt.. .............................. 19,662 19,594 19,576 1~.1100 :.J, 2411 :11.183 

State_..... . . . ...................................... 3. 318 3. 276 a, 300 3, 34~ 3, ~2ll 3, 370 

~~~f~~~::t~:a~liig:::::::::::::::::::::::::::::: 3, ~I a, 2~~ a, 2~ 3, 3~ a,•~ 3, ~ 
Local ~ov~rnment. ···--···----------------- .......... 16,344 1~. 318 16.21\7 16. 6-'\.1 16. i~ 16,813 

Int~rest-b~arin~ . . .. ........ ..... •••••• ... . ...... 15, 1141 15,: 15.: 16, i~ 16, ~~ 16, ~~ 
Non-interest-heating.............................. 403 

County ........................................... 2,3AA 
Municipal~--------····-·----------------····----· 10,0!>8 
!kho1l distrirt. ................................ --- I, g~g 
St•cciul district.. ................................. l~l,=ll4=8•l===l===l===l===l=== 

Total duplicating dcbL ........................ 1~a.,;,;62\l;=l=~=l,~=l•==l==l== 
State and local ~overnm~nt: 

Sinkin~ fund .................................... .. 
Investment e.nd trust fund ...................... .. 

1. 473 I, 491 I, 501 1,530 I. 5.15 1,649 
2,156 2, 27Y 2,3113 2,463 2,.'AXl 2,5:.J 

State. _____ .......................................... . 1.868 I, 979 2.0.16 2,107 2,137 1,826 
Sinkin~ fund .................................... .. 571 5\16 606 6.32 637 416 
Invcstnwnt and trust lund ...................... .. l, 2'J7 1,3~ 1,450 1, 475 1,500 1,410 

Loc~l ~overnmcnt ................................... . 1, 7Rl t,m 1,838 1,886 I,R\1~ 2,343 
Sinkin~ fund ..................................... . 91.12 8~5 8% 898 8\l!l 1,233 
Investment and trust lund ....................... . 8,\9 896 1143 988 1,000 I, l!O 

=====-
Total net debt.................................. 16,033 15,824 15,682 16,003 16,211 16, 01• 

===== 
State................................................. I, 4.'i0 I, 297 l, 253 l, 236 l, 3li9 l, 544 
Loc:1lgovemm~nt.. .................................. 14,5S3 14,527 14,429 14,767 14,822 14,470 

• F.xr!ud~~ State loans t() local ~overnment units. 
•Munidpal divisions include citie.,, towns, villages, boroughs, and townships. 

Gross State and local ~.rovernment debts experienced their most 
pronounced ri~ in the early part of the period 1929-41, when they 
advanced more than 2.7 billion dollars during- the 4 years 1929-33. 
This increase in gross debt was slightly smaller than the increase 
in net State and local government debt over the same period. Some 
of the State and local government outlays during these years were 
mt>t by nonmaintenance of sinking, trust, and investment funds 
rather than by resorting to new borrowing. From 1933 through 
19:38, gross debts of State and local governments receded-slightly be­
cam•e of reduced outlays for public works and relief following in­
crPasPd outlays by the United States Government. This shifting of 
the relief load enabled the State and local governments to add to 
the securities in their debt-retirement and special-purpose funds, thus 
producing the slight decrease in outstanding debt during this 5-year 
period. From 1939 throu~.rh 1940. debts both at ~.rross and net levels 
ro~e moderately following resumption by State and local governments 
of a sonwwhat larger share of relief costs, together w1th enlarged 
outlays for public improvements. In 194t State and local govern­
lllt>nt debt dt>elined slightly. This change is a result of the increase in 
State and local gorernment rerenue aceompanying the rise in national 
inrom(' plus the faet that expenditures had not riSt'n appreciably. 

ThP ~.rross debts of States aggregatt>d 3.4: billion dollars in 194:1-
t><lual to npproximatt>ly one-sixth of total State and local government 
debt. This t\'preSt'nts a somewhat larger share than that obtaining in 
1929. when State dt>bt outstandin~.rs comprised sli~.rhtlv less than one­
~venth of State and local gol"ernment debt. Enlarged payments for 

ft\4252'-42---.11 
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direct relief, grants and advane.es to local subdiviiiions, pensions, and 
public works were the principal factors instrumental in bringing 
about this relatively moderate increase in the gross debt of States. 

Since the difference between gross and net State and local govern­
ment debts consists of securities held in sinking, trust, and investment 
funds, it should be kept in mind that both State and local government 
securities are included in the holdings of the various funds of either 
State or local government units and that the holdings in a State fund 
need not consist entirely of the debt issues of the State having juris­
diction over the fund. In most cases, however, especially in the case 
of sinking funds, holdings consist almost entirely of liabilities of the 
issuer creating and controlling the funds. Thus, though the securi­
ties in State and local govemment funds are not exclusively nominal 
debt, the error in so regarding these funds is relatively small. 

Of the four local governmental divisions-municipalities, school 
districts, counties, and special districts-outstanding debts of three 
registered declines during recent years. Municipalities (including 
townships), the largest debtors in the local group, decreased their 
debts from 10.5 billion dollars in 1932 to 10.2 billion in 1941. Coun­
ties lowered their ontstandings from 2.6 billion in 1932 to 2.0 billion 
in 194:1. School districts decreased their outstanding obligations 
from 2.2 billion dollars in l932 to 1.8 billion in 1941. It should be 
remembered that the debts of school districts do not comprise the 
entire school debt of local government divisions. Municipalities, 
townships, and counties, particularly in instances where school dis­
tricts have not been created, issue their own debt obligations for 
the construction of school buildings and for other school purposes. 
In 1940, outstanding indebtedness of municipalities and counties for 
educational purposes amounted to 1,024 million dollars, substantially 
the same as the amount outstanding in 1932. 

Beginning in 1933, financial aid from Federal agencies to local 
governments for the purpose of partially defraying the cost of public 
works and relief lessened the need of these local divisions for new 
funds from traditional sources and thus made possible a decrease in 
the rate of new borrowing. Similarly, larger sums received from 
States enabled local government divisions to carry on relief work and 
other activities without proportionate increases in debt. From 1932 
through 1940, State aid, including grants and the share of local 
government divisions in State-collected taxes, rose from 600 million 
dollars to more than 1.5 billion dollars. An increase of approxi­
mately 350 million dollars in locally collected taxes during the same 
pt>riod further tended to reduce the need for the issuance of debt 
obligations. 

Only special districts showed an increasA in outstanding debt from 
1932 throtwh 1941. Under special districts are included a wide vari­
ety of ov:r:lapping local governmental divisions, such _as ~rainage, 
levee, and irrigation districts; sewage and sanitary. ~IstriCts; and 
public utility, port, tunnel, and local housing authorities. On June 
30, 1940, the local housing authorities had ~utstandmg debts of 318 
million dollars. Both the variety of functions performed and the 
many localities served by these special districts a~e reflected in the 
follow-in()" list of the 18 largest districts. The vanous local housing 
authorities are referred to but not individually listed. 
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Table 5.-Gutstandtng Debts of Selected Special Districts, u of lune 30, 1~ aa4 
1941 

[Tho11S811ds of dollarsj 

Special district 

Port of !l:~w York Authority---------------------------·-··············-········ 
Metropolitan Wat~r Dimict of Southern CaJilornia ...•••••••••••••••••••••••••• 

~:~i~~u~~~~~~g:)l~~~~rii;;_·:::::::::::::::::::::::::::::::::::::::::::::::::: 
Chicago Park Di~tricL ....••......•••••••••••••••••••••••••••••••••••••••••••••• 
East Bay J\lunidpal Ctllity Distri~'t ••••••••.••••••••••••••••••••••••••••••••••• 
Bo~ton M~tropolitan District .......••••••••••.••••••••••••.•••••••••••••••.••••• 
Pt•rrnsrl,·ania Turnpike Commission .••••••••••••••••••••••••••••••••••••••••••• 
J\ew York City Tunn~l Authority .•••••••••••••••••••••••••••••••••••.••••.•••• 
Coachella Irrigation District --------·········································-·· 
Vt·laware River 1oint Commission ••.......•••••••••••••••••••••••••••.••••••••• 
flolden Gate Brid~e and Hi~hway District ..•••••••••••••••••••••••••••••••••••• 
Los Angl'les County Flood Control District ....••••••••••••••••••••••••••••••••• 
J\'ortbern Colorado Water Conservanc)' District ..••••••••••••••••••••••••••••••• 
Imperial Irri~ation DistricL ................•.•••••••••••••••••••••.•••••••••••• 
~alt River Valley Wawr l'sers' Association .......••••••••••••••••••••••••••••••• 
Lower Colorado River AuthoritY---------------------··························· 
Centrall\ebraska Public Power and ltrigation District.. .••••••••••••••••••••••• 
Various locaJ housing authorities ..•••••••••••••••.•••••••••••••••••••••••••••••• 

r Not 8\'&.ilable. 

I !ItO 

2'.!9, 4-11 
1118,5811 
110, &'13 
98.51~ 
9i,5\18 
6i,:m 
63.3:111 
41, 8(10 
~.116 
38.550 
37,0 .... 
3,1,<ro 
30.632 
2S.<ro 
23,183 
23,161 
:1),3(10 
19,793 

317,638 

194.1 

100.985 
187,110 
114.5118 
98.51)() 
118.591 
3.5,005 
51.5.13 
~.800 
4S,ll6 
ll,<ro 
S6, 000 
35,<ro 
29,116 
25,<ro 
4.5.1411 
26,~ 

(I) 
(1) 
(1) 

As shown in table 4, a small part of State and local government 
debt is non-inte\est-bearing. The largest item of this long-term non­
interest-bearing debt consists of 40-year bonds of western land recla­
mation di~tric:ts held by the United States Bureau of Reclamation. 
Short-term non-interest-bearing debt of State and local governments 
ronsists mainly of accounts due but unpaid. A part of the decline 
shown in State and local government non-interest-bearing debt in re· 
eent years has been due to a change in the definition of debt. Current 
bills, in earlier years frequently treated as debt, more recently have 
not been classed as debt until the accounts became overdue. 

PRIVATE DEBT 

TRENDS IN NET PRIVATE DEBT, lt2t-41 

Net private debt, composed of all long- and short-terni obligations 
of final borrowers other than governments, stood at 143.1 billion 
dollars at the end of 1929. (See table 1.) Of this aggregate more 
than 60 pereent, or 87 billion, was long-term while the remainder had 
been eontracted, nt least nominally, mainly for a period of 1 year 
or ll•ss. All during the 19:29-41 period, changes in net private long­
term debt were smaller than those taking place in short-term obli­
gations. This is to be expected since short-term obligations can be 
adjusted to ehanging economic conditions much more readily than 
ean long-term debts. 

In 1930, net prinlte debt held to the pre·dous year's le¥el. E¥en 
though short-term oblig-ations fell by 4% billion dollars, be<:·ause of 
dl'Clinl.'s of more than 2 billion each in corporate and noncorporate 
oblig-ations. the inerease in long-term debt of corporations and the 
higher debt of indiYiduals on real-estate mortgages approximately 
otf:---..'t the N'duetion of short-term indebtedness. 

In 1931. howewr, net priYate dt>bt fell precipitously, by 10 billion 
dtlllars, 8 billion dollars of this bt>ing the U(>('l't'a:oe in short-tenn in­
Ul'btedut>:'S. Similar d(>('N'aSt's of 1.2 and 8 billion in net private debt 
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followed in 19:32 and 1933, re~pectively. At the end of 1933, short­
term private debt was only 32 billion, compared with the 56 billion 
outstanding at the close of 1929. Meanwhile. lon~-term debt, though 
lower each vear after 19:30. had fallen less than 6 billion below its 
19:29 level. .Thus, by the end of 193:3, short-term private debt had 
fallen, in dollar terms, about four times as far as had long-term private 
debt. and considerably more than that in relative terms. 

Beginning in 1934; short-term private debt rose in accompaniment 
to the business recovery, but lon~-term oblio-ations continued to be 
reduced. Thus, though short-term outstandings rose by nearly 2 
billion in 193-l, long-term debts were reduced nearly :3% billion, 
largely through reor~anizations and repayments. Corporations were 
~till aclju~ting their financial ~truetures to depression conditions, even 
though recovery was well under way by December 31, 19:34. 

The years 19:35 and 19:36 saw the same pattern-lon~-term private 
debt falling. but short-term obligations rising, as the recovery pro-
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Figure 4.-Long-term private debt in the United States, by types, 1929-41. 

gres&>,l. By the t>llll of 1936, however, long-term debt had reached a 
final low and in 1U31 it rose 1% billion, a~ainst an increase of only 
100 million in short-term obligations. Adjustment in the long-term 
debt ,.tructure had reached a point where new capital financing was 
in ~ufficient volume to more than offset the retirement and cancellation 
of old debt contracts. 

The year 1H:38 saw private long-term net debt continuing to ad­
vance bv more than 1 billion but the business recession of that year 
was reflected in a ~harp 4-billion-dollar decrease in the short-term 
debts of final corporate and individual borrowers. In 1939, both 
short- and long-term private debt increased, and in 1940_ and 194_1, 
Hn•lt>r the ,..timulus of the defense program2 the rate of mcrease 1n 
both type,; of obligations was accel~rated: . At the end of 1941, how­
enr, long-tNm pnvate debt was still 8 billiOn dollars bel?": the level 
for 19-2~1 while short-term obligations were nearly 15 billion below 
the 19-29 ,-hort-term figure. 
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GROSS PRIVATE DEBT 

Private indebtedness, as tabulated in this study, is composed of the 
long-term and short-term debts of corporations, of individuals, and 
of otlwr noncorporate borrowers. Continuing the upward movement 
inaug'Ul'ated in 1939, gross private debt increased in 1941 to a year­
end total of 132.9 billion dollars, up 6.3 billion for the year and up 
10.8 billion from 1938, wlwn gross private debt reached its low for 
the 1929-41 period. The 1941 total, however, was nearly 27 billion 
dollars, or 17 percent, lower than that at the end of 1929. Aggr~­
gating close to 160 billion in 1929, gross private debt was maintained 
at that level through 1930 before dropping abruptly to 127 billion 
at the dose of 1933. It continued to decline in the period 1934-36 but 
at a much slower rate. Thus, bPginning in 1931, gross private debt 
decreasPd for 6 consecutive years. Then, in 1937, it rose moderatdy, 
only to decline to a new low of 122.1 billion dollars in 1938. The annual 
adnmces since that year have been relatively small. 

There was a marked difference during the period in the behavior 
of gross long-term private debt, compared with gross short-term. 
In contrast with the drop in short-term obligations, long-term out­
staHdings rose 5.3 billion dollars-from 96.6 to 101.9 billion-during 
1930. An increase from 55.3 to 59.8 billion dollars in the bonded 
and other long-term debt of corporations accounted for four-fifths 
of the rise, while increases in urban real-estate mortgages owed by 
individuals and noncorporate groups acounted for the remainder. 
A part of the difference in trend between long-term and short-term 
outstandings was due to the funding of short-term debt incurred 
originally to finance construction programs begun before 1930. At 
the end of 1931, long-term outstandings were still 3 billion dollars 
above the 1929 total. Though business activity had declined and 
construction in many lines had fallen off appreciably, public utilities 
curried on a substantial construction program through 1930 and 1931. 
To finance this construction thPse companies increased their long-term 
outstandings by the dose of 1932 to 16 billion dollars, the high point 
for the period. During the latter part of 1930 and in 1931 and 1932, 
the invt'stment and security markets no longer readily absorbed bond 
issut>s, and, accordingly, a large part of these public-utility debt 
increast>s took the form of long-term loans from affiliates or from 
banks. The debts of both holding and operating companies increased 
as a rt>sult of the above-mentioned construction program. Obliga­
tions of public-utility holding companies, however, reached their 
peak in 1931, while those of operating companies moved to a slightly 
high~>r level in H)32. 

erban real-estate mortgages owed by individuals and noncorpomte 
groups constitut(' the renutining class of long-term debt to rise from 
1929 to Hl30. This category increased 1 billion dollars in 1930, 
largely as a result of office building, hotel. and apartment house 
construction, much of which was bPgun in 1929. By the end of 1932, 
urhan real-t>state-mortgnge outstandings had receded to a level 
slightly below 1929, in contrast with the net debts of private corpora­
tions as a wholt.>, which were still abon the 1929 lev-el, and with those 
of public utilitv corporations. which were still moving upward. 
Farm-mortgage 'debt, sho~m in table 1~. was the only class of long­
term debt to mo"fe lowt.>r m 1930. Durmg that year, farm-mortgage 
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outstandings were reduced 200 million dollars, from 9.6 billion dollars 
to 9.4 billion. 

Beginning in 1931, gross corporate and noncorporate long-term 
debt began to decline at an accelerated pace. It did not reach its 
low of 81.8 billion dollars for the 12-year period until 1936--3 years 
after gross private short-term debt had reached its minimum for the 
period. One factor delaying the start of the decline and accelerating 
the rate of decline when it did begin was delayed action relating to 
the disposition of debts, including interest accruals on defaulted 
obligations, of corporations in receivership. 

INDEX NUMBERS (1935·39 • 100) 
140 

llgure I.-Indexes of components of long-term private debt in the United States, 1929-41. 

From 1936 through 1941, total private long-term debt, at both the 
gross and net levels, moved narrowly higher. Attention is called to 
the fact that gross and net long-term private debts are identical in 
composition except for the intercorporate obligations of corporate 
systems under a common management. 

Other long-term private debts, such as farm mortgages and urban 
real-estate mortgages, are debts of end-borrowers and accordingly ap­
pear at the same level in both the net and gross debt totals. 

Gross private long-term debt during 193'6-41 moved from 85 percent 
to 90 percent of the 1929 figure, or from 81.8 billion dollars to 86.8 
billion. More than 3 million of this increase was in corporate long­
tenn debt-an increase that merits special examination. Two factors 
are mainly responsible for this increase in long-term debts of corpora­
tions. In the first place, bank loans of short duration, commonly re­
newed at maturity, were to some extent replaced by loans drawn for 
a r.eriod of 1 year or more. In the second place, since 1937, more de­
tailed income-tax returns have been submitted by corporations and in 
these statements notes payable are segregated into ( 1) those with 
maturity dates of less than a year and (2) those with maturity dates 
of more than a year from date of issue. This additional information 
has resulted in the classification as long-term of many obligations 
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previously tabula~ as short-term. Undoubtedly this second factor 
IS primarily responsible for the increase in gross long-term corporate 
debt from 49 billion dollars to 50.8 billion in 1937. 

SBOBT-TERH PRIVATE DEBT 

Private short-term debts, as here defined, consist of debt obligations, 
with maturity dates generally of less than a year from date of issue, 
owed by private corporations, individuals, and noncorporate groups. 
In tables 1 and 2 the latter are grouped into noncorporate short-term 
debts (a) arising from commercial and financial activities and (b) 
originating in the purchase of consumer goods on a deferred-payment 
basis. Since these classes represent the debts of end-borrowers, their 
gross and net debt totals are identical. Only in the case of short-term 
corporate debt is there a difference in the gross and net aggregates. 
Uross short-term corporate debt consists of liabilities owed to creditors 
outside a corporate system plus intercorporate debts held by the issuer 
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Figure I.-Short-term private debt Ia the 1JIIitecl. States, 'lly tntes. 18111--11. 

or by affiliates withm a corporate system. Net short-term corporate 
debt consists only of those obligations owed to creditors outside the 
corporate system. The volume of gross private short-term debt meas­
ured by year-end outstandings dropped from 62.9 billion dollars in 
1929 to 57.6 billion in 1930. This trend was in contrast with increases 
in gross private long-term debt in that year. 

Gross private short-term debts continued to drop sharply and in 
1933 reached a low of 36.1 billion, 43 percent below the 1929 total and 
the low point for the entire period 1929-41. These debts then rose 
to 42 billion by December 31, 1937. After dropping sharp~in 1938, 
they recovered to a 46-billion level at the end of 1941. The drop 
in 1938 was caused in part by the slackening in business activity uring 
the second half of 1937 and during 1938 and by a further reduction in 
commercial and financial debts of individuals; but the major part of 
the decline was due to an improved method of reporting notes pay-



32 INDEBTEDNESS IN THE UNITED STATES 

able. As a result of these changes in the method of reporting notes 
payable, a part of the debts previOusly shown as short-term was allo­
cated to long-term in 1938 and subsequent years. Another fact worth 
noting is that bank loans, which formerly were made on a 3- or 6-month 
basis and not infrequently renewed at maturity, have, in recent years, 
been more commonly made into initial loans of a duration of 1 year 
or more. 

SHORT-TERM CREDIT FOR COMMEROIAL PUR.POSES 

Of the three classes of short-term private debts, those incurred 
for business or commercial purposes, including loan balances for the 
purchase of securities, experienced the largest and most sustained 
decline. Totaling 19.8 billion dollars in 1929, these debts fell to 7.7 
billion in 1934, a figure equal to only 40 percent of their 1929 total, and 
then continued to recede moderately to a new low of 7.2 billion by 1939. 
One important reason for the sharp decline in the early years of the 
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Figure 'f.-Indexes of components of ahort·term private debt in the United States, 1929-41. 

period and the continued decline later is that these figures contain 
customers' obligations owed to brokers-obligations whiCh amounted 
to 5 billion dollars at the end of 1929, but which fell to only 906 million 
dollars at the close of 1939, reaching a low of 606 million in 1941. This 
class of short-term debt also contains balances owed by individuals 
to banks on loans secured by bonds and stocks. The volume of these 
bank loans on securities was particularly large in 1929 and 1930, 
when the banks were furnishing credit for speculation, but, since bank 
loans against securities were not segregated from those made for other 
purposes, it is not possible to separate speculative debt from other 
bank loans. A part of the loans from banks represents borrowings 
used to finance the purchase of consumer goods, but the exact portion 
of the loans made for this purpose cannot be determined. The desire 
of business establishments-corporate and noncorporate alike-to 
increase the rate of inventory tum-over and, accordingly, to reduce 
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the need for cash and credit in financing a given volume of business 
also has contributed to the low lenl, compared with that of 1929, of 
this series during recent yf•ars. 

Despite a further drop in brokers' loans to customers in 1940, the 
figures indicate that borrowing by indiYiduals and unincorporated 
firms for business purposes during the latter half of the year was in 
sufficirnt volume to arrest an uninterrupted 10-year decline beginning 
in 1929 and to bring about a small upturn in the loans incurred for 
conunercial and financial purposes. This trend was strongly reinforced 
during 1941 and by the end of the year these outstandings had risen 
by 23 percent. 

TRENDS IN THE YOLUME OF Co:-;sUMER CRFJliT 

Debts arising from the purchase of consumer goods and services 
covering both open-account and installment types of credit financed 
either by vendors or by banks and financing companies, also declined 
sharply during the !'arlv pat•t of the decade. These obligations, as 
measured by year-end outstandings, dropped from 8.1 billion dollars in 
19~9 to 4.4 billion in 1933, a decrease of 45 percent. Unlike the series 
comprising debts incurred for commercial and investment purposes, 
consunu•r outstandings were as r!'sponsiYe to the rise in the volume 
of business as thev had been to the !'arlier decline. They advanced 
steadily from 1933 and in 1937 regained their 1929 level. Reflecting 
the downward trend in business and employment which began in 1937, 
consumer debts fell360 million dollars in 1938. With improving trade 
and employment, consumer outstandings recovered in 1939, and in' 
19~0 l'xceeded by more than 700 million dollars the level established 
in 1937. The year 1941 saw a continued advance in outstanding con­
sum._,r credit despite the fact that the trend in this series was sharply 
downward during the last quarter. · 

In addition to the uplift from business improvement, the rise in 
consumer dt>bt in recent years has been due in part to a broader use 
of crNlit by consumers. This has taken the forms (a) of lengthening 
the time of payment on charge-account and installment-payment plans 
and (b) of extension of credit selling to more lines of retailing. If 
allowance is made for the rising trend resulting from more general 
use o( installment selling, fluctuations in outstanding consumer credit 
have paralleled very closelv the changes in national income. 

As might be exJ~cted, gross short-term corporate debts were much 
mm1> re~ponsive than were long-term corporate debts to a decline in 
the volume of business, but they fell less rapidly from their 1929 level 
than did thE> short-term debts of individuals. Totaling 35 billion 
dollars in Hl29~ gross short-term corporate debts d._,clined to 23 billion 
in 1933. Responding only partially to a larger volume of business, 
they reco\'ered to a moderately higher lHel during the 4 following 
years, but fell to a new low for the period in 1938. As previously 
explained, improwd methods of reporting rewaled that a substantial 
part of the dt-bts formerly classed as short-term were more properly 
lon:.r-term since thev had maturity dates of 1 war or more from date 
of i~ue. Accordingly, the figures for 1938--4i reflect this chan~re, the 
transfer of probably as much as a billion dollars of short-term t~ long­
term corporate debt being effected. Though consideration was given 
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to the question of revising the figures for corporate short-term and 
long-term debt for 1929-37 as a result of the findings, it was decided 
that in this instance unrevised figures would give a better portrayal 
of debt information. However, in certain other instances, adjust­
ments and corrections which are described in detail in the appendix 
were made in the corporate debt information for 1929-41. 

Two other factors have contributed to the reduction of gross short­
term debts in recent years. 1\Iany corporations have carried on a given 
volume of business with smaller inventories and lower outlays, thus 
necessitating smaller loans, and others have made their purchases on 
more nearly a cash basis than formerly. For these reasons, gross 
short-term corporate debts, while still highly responsive to changes 
in the volume of business, moved in a range substantially below the 1})29 
level. From 1938 through 1941, they moved upward by 22.6 percent to 
a total of 27.1 billion dollars-a total which was only 78 percent of 
that for 1929. 

DUPLICATING DEBT 

Duplicating debt, as previously described, consists of the debt issued 
and held by issuers or their affiliates and debt incurred by intermediaries 
in assembling savings and making them available to ultimate users 
of capital funds. At the end of 1941, duplicating debt totaled 34 
billion dollars, compared with net indebtedness of 185 billion owed 
by end-borrowers, a ratio of $~ of duplicating debt to each $5.40 of 
net debt. This constitutes a substantial increase from 1929, when 
duplicating debt was 22 billion and net debt 173 billion, a ratio of 
$1 to $8. Such a change indicates a marked variation both in the 
financial organization of the economy and in the investment habits 
of savers. In 1929, a larger proportion of accumulated savings was 
represented by loans directly to home owners, owners of business 
property, farmers, and operating corporations than in 1941. During 
the thirties, a growing proportion of savings reached industry through 
intermediaries, since these savings were placed in unemployment in­
surance and pension funds, or were used to purchase life-insurance 
policies, or were deposited in checking or savings accounts. 

Adding the liabilities of banks and life-insurance companies to 
duplicating debt, as defined in this study, there existed, in 1940, $1 
of such combined duplicating debt for each $1.38 of outstanding net 
debt of end-borrowers, compared with a ratio of $1 to $1.88 for 
1929. This is indicative not only of the very large amount of inter­
mediary debt outstanding but also of the pronounced trend away from 
direct loans bv savers to end-borrowers and toward the indirect transfer 
of individuai savings through intermediaries to end-borrowers. 

A pronounced increase took place in all classes of duplicating debt 
except intercorporate debt, which, in response to an offsetting trend 
toward simplification of the structure of corporate systems, showed 
a moderate shrinkage during the period 1929-41. An examination of 
the figures given in table 6 reveals that short-term and long-term 
intercorporate debt holdings declined 25 percent, from 16.4 billion 
dollars m 1929 to 12.3 in 1941. Since gross corporate debt including 
railway obligations declined only 15 percent and gross corporate debt 
excludmg railway obligations declined 20 percent, it is apparent that 
intercorporate debt was a somewhat smaller component of gross cor-
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porate debt in 1941 than in 1929. The greater part. of the decline in 
intercorporate debt occurred during the more recent years of the 
period when many industrial and public utility corporate systems 
reduced the number of their subsidiaries by consolidation, thus dimin­
ishing the volume of their intercorporate obligations. 

DUPLICATING DEBT OF THE UNITED STATES GOVERNMENT AND FEDERAL 
AGENCIES 

As described in chapter I, for purposes of measuring duplicating 
debt and determining net debt governmental dirisions and their agen· 
cies have been combined into two major units: (1) The Federal Govern­
ment with its corporations and agencies and (2) State and local gov­
ernments. Intergovernmental holdings by divisions within each unit, 
together with debts incurred by govermnents when acting as financial 
intermediaries, constitute the duplicating debt of government. In 
1929, intergovernmental holding-s of Federal debt and Federal inter­
mediary debt amounted to 2,472 million dollars, as shown in table 
3. Of this sum, 928 million consisted of United States Government 
obligations held by the United States Government and Federal agen­
cies, the agencies at that time comprising Federal land banks only. 
An?tlwr 116 million consisted of _Federal ~and-bank bonds held b;s: ~he 
Umted States Government and Its agencies and a final 1,428 m1lhon 
consistPd of int.,rmediary debt of the Federal land banks as calculated 
by referring to their loans receivable from end-borrowers. These 
loans to final borrowers duplicate the debts of Federal land banks, 
which totaled 1,869 million in 1929. Since only one purpose was 
serred in this chain of loans, namely, that of providing funds to 
farmers, the 1,428 million dollars loaned to end-borrowers must be 
deducted from Federal land-bank outstandings of 1,869 million to 
obtain net debt. In addition, th.,re must be deducted 116 million, 
which rt>presents the volwne of Federal land-bank bonds held by the 
Unit~d Stat.,s Government and its agencies. This leaves 325 million 
of Federal land-bank bonds h.,ld outside the Federal Government 
that were not offset by receiyables, and this figure appears in the net 
d.,bt totals for 1929. · 

The volume of duplicating debt of the Federal Government and its 
agencies remained almost stationary until 1932, when it rose by 
2 billion dollars, to 4.6 billion, a rise due principally to the lendina 
program of the Reconstruction Finance Corporation established 
in that y.,ar. From 1932 to 1935 duplicating debt mounted 
rapidly, to 15.5 billion, chiefly because of th., t>nlarged financial aid 
t>xtendl'tl to borrowers by lending agenci.,s of the farm-credit system, 
by the Ueeonstrudion Finance t"'Drporation, and by the Home Own­
ers' Loan Corporation. After 1935, duplicating debt represented by 
intrngo,·ernmental holdings of the securiti.,s of Federal corporations 
and ageneit•s ft>ll substantially, the drop being due in part to the 
n>duetion of Federal-agency debt outstanding and in part to the 
sale to nongovernmental inwstors of Federal-ag.,ncy securities 
previously held by th., Fedt>ral GoYt>rmnent or by its acrencies. 

Starting in 19:,5. the rnited Stnt.,s Government beua;' to enlarQ'e 
its holdin~'"S of Federal obli!!ations becau:;e of the p~visions of the 
S(wial Security Act, thu~ offsetting the decline in duplicating debt 
of Federal agencit>s. Special issues of the I'nited States Government, 
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that is, issues placed in the unemployment and old-age pension funds, 
increased the amount of direct Federal Government obligations held 
by the funds of the United States Government and its agencies from 
1.7 billion dollars in 1935 to 8.4 billion as of December 31, 1941. At 
the en!l of 19!1, Federal and Federal-ag-ency duplicating debt stood 
at 17.8 billion dollars, a gain of more than 1 billion during the year 
and a figure more than seven times that for 1929. Deducting dupli­
cating debt from the combined gross debt of the United States Gov­
erninent and its agencies, which totaled 66.4 billion dollars as of 
December 31, 1941, leaves a net debt of 48.7 billion outstanding for 
the Federal Government and Federal agencies on that date. 

DUPLICATING DEBT OF STATE AND LOCAL GOVERNMENTS 

State and local government duplicating debt, comprised of obliga­
tions of State and local governments held by those divisions in their 
various funds, totaled 4.2 billion dollars in 1941, equal to nearly 
one-fourth of the net, and approximately one-fifth of the gross, 
State and local government debt. In that year, as shown in table 
4, 1.6 billion, or approximately three-eighths of the duplicating debt, 
consisted of sinking-fund holdings, more than 74 percent of which 
was h~ld by sinking funds of municipalities and other local govern­
ment units. 

The sinking funds maintained by State and local government units 
are of two classes, those containing investment holdings and those 
not containing such holdings. The sinking funds without security 
holdings are maintained primarily to purchase and retire serial bonds 
or to amortize debt obligations by repurchase prior to their maturity. 
These objectives are usually accomplished without the accumulation 
of securities or other assets in large amounts since the governmental 
unit by .its sinking-fund provisions merelv reduces its own indebted­
ness. The sinking funds with security holdings are also established 
and maintained primarily to purchase and hold for redemption at 
maturity securities of the issue for which they were created, but the 
securities held need not be those issued by the governmental division 
establishing the fund. One principal purpose of converting accu­
mulated cash into securities is to increase the earning power of the 
:funds intended for debt retirement. 

The remaining class of State and local government duplicating 
debt consists of securities of those divisions held in their public trust 
and investment funds. In 19_41, these holdings aggregated 2.5 billion 
dollars, or five-eighths of the volume of duplicating debt. Under 
public trust and investment funds are included all funds other than 
sinking funds. Public trust funds are established by States, cities, 

· and other local government divisions to administer moneys and other 
forms of wealth that come to them by donation, bequest, or otherwise, 
under such conditions that the recipient becomes a trustee charged 
with the administration of the fund and with disbursements for 
designated public uses from it or out of income derived from its prin­
cipal. The most common purposes for which these funds are created 
are t~e support of schools and libra~ies, the maint~na~c~ of health .and 
hospital services, the care of defectives, and the provisiOn of penswns 
for teachers and other employees. Some of these funds have become 
large in recent years. 
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The designation "investment funds'' includes a wide variety of 
funds established for many different purposes. They may be funds 
created to acquire assets in consideration of financial aid or grants 
to railroads or other public service corporations. They may consist 
of funds securing rents or of bonds and mortgages received in 
exchange for real property and held as investments awaiting maturity 
or a favorable market. Some are accordingly of relatively short 
duration, existing until such time as the assets remaining in the fund 
can be turned over to the general treasury. Funds accumulated lor 
the purchase, construction, or equipment of buildings or other per­
manent properties of State and local governments, and invested in 
income-bearing obligations during the period of accumulation, are also 
treated as investment funds. These funds sometimes have large 
holdings in real estate, corporate stocks and bonds, and assets other 
than State and local goYernment securities. In calculating net debt, 
only securities of State and local governments appearing as assets 
in these funds are deducted from the gross debt totals. Other assets 
cannot rightly be deducted, as such assets, unlike those of sinking 
funds, are ordinarily not applied to debt retirement. 

The volume of State and local government securities held by gov­
t>rnmental sinking funds and by trust and investment funds, and the 
ratio of these holdings to gross and net State and local government 
debt, varied g:reatly from 1929 through 1941. In 1929, State and local 
~overnment securities held in sinking funds of those divisions totaled 
2~281 million dollars, almost twice the holdings of trust and invest­
ment funds. Four-fifths of these sinking-fund holdings were those 
of local division funds. From 1930 through 1932, the holdings of 
loral government sinking funds dropped from 2,006 million to 928 
million. This pronounced reduction was occasioned chiefly by the 
retirement at maturity of securities to the value of 728 million dollars 
in various sinking funds of New York City. From 1933 through 
19!0, holdings of local government sinking funds remained steady at 
u level approximating 900 million dollars. In 1941, these sinking­
fund assets rose sharply to 1,233 million. Holdings of State sinking 
funds rose from 402 million in 1929 to 416 million in 1941, but this 
comparatively small increase represented a much smaller relative 
ehang:e than did the decline in the holdings of local government funds. 
Holding:s of State and local go,·ernment sinking funds considered 
a~ a unit declined appreciably during 1929-41. Conversely, holdings 
of State and locnl government trust and investment funds doubled 
during the/eriod, totaling 2.5 billion in 1941. 

It shoul be pointed out that the quality of State and local gov­
ernment debt statistics varies somewhat for different years. ~nsus 
fi~ures, or those obtained from joint questionnaire surveys of the 
Bureau of the Census and the Treasury Department which show . 
State dl.'bts as separate from local government debts, are available 
only. for 192~-1~32, 1937, 1940, and 194:1. For the remaining years, 
spt>Clal comp1latwns w~>re made of State debts from the financial re­
ports of etlch of the 48 States. When questions arose relating to 
wlwtlwr borderline debts should be classed as State or local govern­
ment, the basis of classification used in the census years was followed. 
The mu~in of t>rror in the State debt totals for these intercensal 
years probably dQl>s not exceed 1 percent. For iutercensal years, 
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figures on the debts of local governmental divisions were obtained by 
deducting the State debt from the State and local government debt 
as estimated by the Department of the Treasury. In order to ar­
rive at figures on net State and local government debt, special studies 
for intercensal years were made of State and local government debts 
held in the sinking, trust, and investment funds of these government 
divisions. The studies covered all States, and all cities with a popu­
lation of 100,000 or more, plus a sample of smaller cities. They make 
possible reasonably good estimates of securities held in these funds, 
and thus permit calculation of net debt for the intercensul years. 



CHAPTER III 

THE COMPONENTS OF PRIVATE DEBT 

This chapter presents somewhat more detailed estimates of the 
major components of the private-debt structure than those presented 
in chapter II. For many purposes these detailed figures are more 
significant. 

DEBTS OF CORPORATIONS 

In table 6, corporations are classified as railway, public utility, 
and industnal, financial, and miscellaneous. A more detailed 
industry classification of corporations on a strictly comparable basis, 
by years, for 1929-41 is not possible owing to changes in industry 
classification arising from modifications in the revenue acts and to 
chan~es in classification made by the Bureau of Internal Revenue. 
Provisions in the Revenue Act of 1934 requiring all corporations 
except steam railroads to file unconsolidated tax returns, produced 
major shifts in industry classifications. Modifications in the Revenue 
Acts of 1932 and 1935, relating to consolidated returns, likewise 
affected industry grouping though to a lesser extent. 

In classifying consolidated returns industrially, a corporation was 
assi~ned to an industrv on the basis of the predominant industrial 
activity of the consolidated group. In classifying unconsolidated 
returns for each subsidiary or unit of the consolidated group, each 
corporation was classified according to its own predominant industrial 
activity, which in many instances differed from the predominant in­
dustrial activity of the affiliated group of corporations of which it was 
a member. A spE'cial tabulation of 1934: returns showed that the 
effeet of the shift from consolidated to unconsolidated returns was to 
rE'duce the number of firms in the manufacturing group, and to in­
crease the number in the extractive and mE'rchandtsing classifications. 
Many corporate systems engaged jointly in extractive activities, in 
manufacturing, and in trade were classified under consolidated returns 
as manufacturers since this was their predominant activity. But 
when each unit filed an unconsolidatE'd return, the return was classi­
fiE'd according to the predominant activity of that unit. 

If no other difficulties existed the classifications for 1929-33 could 
be adjusted with rensonable accuracy to an unconsolidated basis in 
accordance with the findings of the sp!'eial tabulation of 1934 returns, 
since 1929-33 was virtunlly a standstill period in corporate organiza­
tion. However, two other difficulties stand in the way of such a 
reclassification, insofar as studies of indebtedness are concerned. In 
the first J?lace, the change from consolidated to w1consolidated returns 
resulteJ lll the appearance of a large new sum of intercorporate debt 
in the unadjusted debt totals. This intercorporate debt, an undeter­
mined proportion of which is the debt of holding companies, aver-

39 
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aged $1,640,300 per consolidated return and approximately one-fourth 
that sum for each unconsolidated return. But since the size of the 
corporate systems and the volume of intercorporate debt manifestly 
vary greatly from industry to industry, it would be virtually impos­
sible to apportion accurately the aggregate intercorporate debt for all 
industries to different industry classifications. To determine from 
existing data how much below or above the average per return the 
intercorporate debt was in specific industries is likewise difficult. In 
the second place, the compilations for 1934 and for all other years prior 
to 1938 do not contain information which makes possible an appor­
tionment of holding-company debts to specific industries. 

These deficiencies in the primary source material, which lead to 
errors when minor industry classifications are attempted, do not, 
however, mar the quality of classifications when only broad groupings 
are undertaken. 
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Table 6.-Gross and Net Corporate Debt, 192~11 
(Millions or dollars! 

Item 111211 1930 1931 1932 19.33 1934 1935 

------------------
OROM CORPORATJI: DJI:RT 

TotAl, all oorporaUonR _______ -------------------------------- llfl,2111 91,670 86,91\4 81,98!1 71t.819 77,927 76,545 
).A)n~-t.P.rm ____ ------------------------ ______ ------------ _ s.s. 341'! 59,71\9 51t,614 57, 146 5!>, 410 112,211 00,749 
Sbort-term _ .. ---------- •• ------------- ... ---- ------·-··. 34,943 31,001 28,3.>0 24.842 :n.409 25.716 25,796 

---------------------
RafiWBY norporatlona ..•••.•••••••••.•.....•••.••. -------------- ___ 14, 6.'18 14.8!15 14,!!18 14, 96!! 15.011 15. 0.';2 1s.o:n 

l..omHA!rm .•••. ---- •••.••.. -·- .•.••• ---- .•. ---.- ................ 13,415 13,709 13,690 13,831 13, 7K6 13, 7R8 13, 662 
Rhort-t.erm ___ .. __ -------------------------------.------------. _ I, 22.1 1,176 l, 148 l, 137 I, 225 I. 2fo4 1. 375 

NonrAilwlly corporatloM .••••••.••.. --------------- ____ . --------- _ 75,M3 76.785 72.126 67,020 6.'1, 808 62.875 61,508 
1-on~r-t.erm_ .••• ------------ ___ . _______ .•... ___ ..• __ . ------- ••• _. 41, 9a-1 46,000 44, Y24 43,315 41,624 38, 42-'l 37, os; 
Short-term •• -------------------·-----------.----.------------- 33, 720 30,725 27,202 23,705 22, 184 24, 452 24,421 

Public utllftiAI. __ ------------------------------------------ .. _ 17,213 18,648 18, :l07 18,386 17,710 17,097 16,742 
J.on~r-tcrm .... -·------ ----- •• _______ --- _. ____ . __ . ---- __ • __ . 14,467 15, 61\5 15, S:l9 16,071 15,874 15, 1:!5 14,776 
Sbort-term .• --------------------- _. ---. _ .• _. __ • _______ • _. _ 2, 746 2,983 2,468 2,315 1,836 1,962 1, 1166 

0pP.rntln~ oompsnles. ___ • ---------------. ___ •. ----------- _ 14,1193 15,828 15, 3R7 15,566 14,940 14,377 14,122 
Lon~·trrm ________ .... -------------- ___ ---------------- _ 12. 267 13, 165 13, 2:!9 13,571 13,424 12,n5 12, 47f> 
Bhort-trrm ___ ...•.•••• ---------- ________ -------------- _ 2, 426 2,1\i\3 2, 14R 1,995 1, 516 l,f\42 1, 646 

Boldlnlf companl""---------------------- .... ------------- _. 2, S20 2,820 2,920 2,820 2, 770 2, 720 2, 620 
IAnll·tcrm ________ . ____ ----------------- ______ -------. __ 2,200 2, 500 2,600 2,500 2, 41i0 2,400 2, -~00 
Rh(trt-tt~rm ____________________ -·------- _ --------------- 320 320 320 320 320 320 320 

lndul!trhll, HnRnclAI, and mlscellaneoUll _______ ..• -------------- _ 5R, 440 58,U7 53,819 48,6.34 46, O!IR 45,778 44, 766 
l ... onK-WJu ____ ......... ---- _ ...... _. --· _. -- _ .... ----- ___ ------------ _. _ 27,466 30, 3Y5 29,0!<.5 27,244 2.<;, 7.<;0 23, 21<8 22,311 
Short-term ••• _------------------ •. ---------.-------------._ 30,1174 27,742 24,734 21, 3110 20,348 22,490 22,455 

Opnratln11 comp&nlea •••• ___ --------------- _ ----------- _____ 55,861 55,374 51,218 46,220 43,796 43,639 42,704 
l><m..:-term. ___ • ___ ------------ •• ---- ____ . ___ ------------ 25,310 28,011 20,822 25,123 2.1, 727 21,41\7 20,556 
8hort-tcrm __ . _ ------- •• ----------------.-------------- _ 30,551 27,363 24.3116 21,097 20,069 22,1!\2 22, 148 

Boldin~~: oompsnles ____ ------------------------------------ _ 2, 579 2, 763 2, 6\ll 2, 414 2, 302 2,1:JY 2,0fi2 
IAn..:-tcrm ---- ••• _ •••• _____ . ___ • _. ---- _ ----- _______ ••••. 2, ll)fl 2,384 2, 2f\3 2,121 2,023 1,831 1, 755 
Sbort-term. _. -------- _____ ---------------------- _ ---- __ 423 3711 338 293 279 308 307 

INTJI:BCORPORATJI: DI!:B7 

1936 1937 1938 19.19 1940 1941 

------------------

7.5,1;09 76,597 74.279 74,800 76.500 711. ~17 
48. 9:JO oo. 784 52, 133 51,80.1 52.000 52.440 
26,579 2.>.813 22,146 2.1,000 24,500 27.077 
------------------

15, r;og 15. 5.'!2 15,6.~ 15, 8~~ 15.900 15,!lfi.'l 
13, 99.3 13,964 13,969 13. 9f>3 13. 91~1 13,963 

1, 515 1, 56!! l, 714 1, 870 I,Yn 2,00/j 
60,001 61.01).'; 58,596 58,007 60,600 6l,M!l 
34,937 3fi. 820 3!1. 164 37, 8.'!7 38,o:l7 38.477 
25,064 24,245 20,432 21, 130 22,563 25,072 

15,871 16,136 16,197 16,005 15, 9!!3 15,991 
14,241 14,427 14,469 14,324 14,338 14, 3S5 

1, 630 1, 709 1, 728 1,681 1,655 1,636 

n.a:n 13, 6-'l.'l 13,716 13,536 13,5.16 13,5411 
12,021 12, 242 12,304 12,169 12, 193 12. :no 

1, 310 1,.3\H 1, 412 1, 3fi7 1, 34:! 1, 32tl 
2, 540 2,50.3 2, 481 2, 41\9 2, 457 2, 44.; 
2, 220 2, 1!'15 2, IH5 2, 1,';5 2, 14.~ 2, 131\ 

320 3IR 316 314 312 310 
44, 1:JO 44,929 42,3119 42,962 44,607 47,51\8 
20, 6!16 22. 3Ya 2.3, 6ll5 2.3, 513 23, 6119 24, 122 
23,434 22,5.16 18,704 19,449 20,11118 23,~l6 

42,181 42,870 40,301 40,879 42,4111 45,3110 
19, Of>S 20,1\41 21,8M 21,693 21, 8!\4 22. 2.'>4 
23, 113 22,229 18, 4.<;0 19,1><6 20,fl27 2:i, 1:11\ 

1,949 2,0.'i9 2,098 2.0~'1 2,116 2, Hill 
1,628 1, 752 1, 844 1,820 1, 8.15 1, 81)8 

321 307 254 263 2!Sl 300 

Total, all oorporatlona ______________________________________ 16,366 16,61( 15,708 14,778 14,176 14,005 13,744 13,224 13,119 12,404 12,1115 12, 17S 12,346 
IAn~r-tcrm ______________________________________________ 10,032 10,8.'!2 10,587 10,301 9,966 9,3!\3 9,ll2 8,569 8,698 8,70.<; 8,445 8,277 8,197 
Sbort-term_____________________________________________ 6,334 5,782 5,121 4,477 4,210 4,622 4,632 4,655 4,421 3,699 3,750 3,001 4,H!l 

RaiiWRY oorporatlona .•..•. --------------------------- -------------- 2, 045 2, 079 2, 073 2, 091 2, 097 2, 103 2. 101 I 2, 166 2, 170 2, 191 2, 212 2, 221 2, 23"; 
Lonll·Wrm...................................................... 1, 874 1, 914 1, 912 1,1131 1, 925 I, 926 1, 009 1, 955 1, 951 1, 9M 1, 951 1, 949 1, 900 
Sburt-term_____________________________________________________ 171 165 161 I 160 172 177 IY2 211 219 240 201 272 21:14 

'Adapted !rom roporta of tbe Bureau of Internal Revenue and the Interstate Commerce Commission. 
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Table 6.-Gross and Net Corporate Debt, 1929-41-Continued 

lt<>m 

INTERCORPORATE DEBT-COntinued 

Nonrallway corporations .• ---------- ______ ------- ______ ---------- __ 
Long-term .•••••••••••.•.••• ---·- __ ••• __ •••••. _____________ • ___ _ 
Sbort-term. _ -------------------- ________ ----- ________ --------- _ 

NET CORPORATE DEBT 

Total, all oorporattons. ------------------- ___ ---- __________ . 
Long-tt'rm ...• __ -------------------------- _____________ _ 
Sbort-term .•• __ •• -------------- _ -----------------------

Rllllway corporations _____________________________ ---------------_._ 
Long-term •••••• ----·------·---------. _______ -- _____ ---. ____ .. __ 
Sbort-term _______ -------------------------------- ___ ---------- _ 

N on£~~~';-~r,r:~~~~~~~~-":"_-:_~::: == = =: = = = == ==::: = =: == = =: = = = =: :::::::::: Sbort-term. ____ ------------- _______ ------- __________________ .. _ 

1929 

14,321 
8,158 
6,163 

73,925 
45,316 
28,609 

12,593 
11,541 

1,052 
61,332 
33,775 
27,557 

1930 

14,535 
8, 918 
6, 617 

75,056 
48,937 
26, 119 

12,1<06 
11,795 
1,011 

62, 2f>O 
37, 142 
25,108 

1931 

13,635 
8,675 
4,960 

71.256 
48,027 
23,229 

12,765 
11,778 

987 
58,491 
36,249 
22,242 

1932 

12,687 
8,370 
4,317 

67,210 
46,845 
20,365 

12,877 
11,900 

977 
64,3:l3 
3i, 945 
19,388 

1933 

12,079 
8,041 
4,038 

64,643 
45,444 
19,199 

12,914 
11,861 

1, 053 

1934 

11,902 
7,457 
4,445 

63,922 
42,828 
21,094 

12,949 
11,862 

1, 087 
51, 729 • 50, 973 
33, s83 I 3o, ooo 
18, 146 I 20, oo1 

1935 

11,643 
7, 203 
4,440 

62,801 
41, 637 
21, 164 

12,936 
11.751 
1,183 

49,865 
29,88! 
19,981 

1936 

11.058 
6,614 
4,444 

62,285 
40,361 

1937 

10,949 
6, 747 
4,202 

63,478 
42.086 

1938 

10,213 
6, 754 
3,459 

61,875 
43,42& 

21, 924 21, 392 18,447 
==·=== 

13,342 13,362 13,492 
12, oa8 12,013 12,018 
1,304 1,349 1,474 

48,943 50,116 48,383 
28,323 30, 073 131, 410 
20,620 20, 043 16, 973 

1939 

9,983 
6, 494 
3,489 

62,605 
43,355 
19,250 

13,621 

1940 

9,957 
6, 328 
3,629 

64,322 
43,723 
20,599 
---

13,679 
12,012 12, 014 
1, 60911, 665 

48, 984 so. 643 
31, 343 31, 709 
17,641 18,934 

1941 

10,112 
6, 247 
3,865 

67,171 
44,243 
22,928 

13,734 
12,013 

1, 721 
53,437 
32,230 
21, 2ff1 
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More than 400,000 active corporations submit balance sheets when 
filing their annual income tax returns. In the railway and public 
utility industries and in some lines of manufacturing the corporation 
is the only or substantially the only form of orgamzation used. In 
other lines of endeavor the corporation is extensively, though not 
exclusively, used. Even in farming and in holding and operating 
residential real estate the corporate form of organization is used to 
some extent. It is to be expected, therefore, that the outstanding 
debts of all corporations in the United States will be large. In 1941 
gross corporate long-term and short-term debt totaled 79.4 billion 
dollars and amounted to 60 percent of gross private debt and 36 
percent of gross public and private debt. In 1929, corporate debt 
comprised a somewhat smaller part of private debt but a larger part 
of total public and private debt. 

RAILWAY DEBT 

Of the three major classes of corporations presented in table 6, 
only railways showed an increase in gross debts during the period 
192.9-41. Their gross debts advanced from 14.6 billion dol1ars in 
1929 to nearly 16 billion in 1941, small annual increases being regis­
tet·ed for all but 2 years. Two factors were chiefly respons1ble for 
this increase. First, a considerable number of railways were obliged 
to borrow to raise funds for the purchase of equi'pment and to meet 
interest and other charges. A substantial part of these loans was 
obtained from the Reconstruction Finance Corporation, especially 
during the period 1932--35. Second, interest accrued and unpaid on 
defaulted debt aceounted for a substantial part of the rise in railway 
debt. Railway debt in default rose from 99 million dollars in 1929 
to 3.2 billion dollars in 1940, the lastest year for which statistics are 
~tvailable. During 1936-40, interest accrued and unpaid, which was 
~tdded to the outstanding railway debt, averaged approximately 125 
million dollars a year. 

A factor contributing to the large volume of accrued interest un­
paid was the long duration of the default period. For some railways 
in receivership this period continued throughout 1929-41. Receiver~ 
ships of industrial and public utility corporations generally were 
of shorter duration. In comparing unpaid interest accruals of rail­
ways with those of other corporations, the fact must be kept in mind 
that such accruals are included in the outstanding debt of railways 
but are not always promptly or fully added to the debt of industrial 
corporations because of irregular and incomplete reporting by re­
ceivers of those corporations. 

Only about 10 percent of railway debt is short-term. This low 
percent~ge obtait~s despite the fact that in railway accounting all 
debts wlth maturity dates of less than 2 years from date of issue are 
classifit>d as short-term, and despite the further fact that interest 
accrued and unpaid on short-term and long-term debt alike is treated 
as a short -term obligation. Long-term debt comprises the bulk of 
rail.way debt because railways ha,·e relied heavily on long-term bonds 
to finance tht> outlays for roadway and equipment which constitute the 
bulk of railway investment. 
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Intercorporate railway debt remained slightly above the 2-billion­
dollar level during the entire period 1929-41. In 1941, it totaled 
2.2 billion.· A part of this intercorporate debt, possibly as much ns a 
billion dollars, bears no interest or only a nominal rate. The main 
purpose of such indebtedness is to evidence existing obligations 
between units of a railway svstem. Railway intercorporate debt, as 
measured in this study, cons1sts of the difference between the debts 
reported to the Interstate Commerce Commission by railways on un­
consolidated statements and, with certain adjustments, the debts 
shown on consolidated statements submitted in connection with the 
filing of income tax returns. 

PUBLIC UTILITY DEBT 

Public utility corporations, as here defined, comprise electric light 
and power com.panies, natural and manufactured gas companies, pipe­
line companies, telephone and telegraph companies, water compames, 
radio broadcasting companies. and companies engaged in the opera­
tion of terminal stations, toll bridges, toll roads, and irri~ation 
systems. Included also are companies, other than steam tailways, 
engaged in furnishin~ various forms of ocean and fresh-water trans­
portation services. The designation, public utility corporations, also 
covers dockin!J', drawbridge, wharfage and salvaging, electric rail­
way and aeriaftransportation, autobus, taxicab, cartage, storage, ship­
ping, and packing services. This utility group includes, finally, Pull­
man-car, refrigerator, stock, poultry, and fruit-car companies, not 
owned bv steam railroads. 

The iross debts of public utility corporations totaled nearly 16 
billion dollars at the end of 1941, an amount approximately equal 
to the gross railway debt outstanding on that date and to about one­
fifth of the total gross debt of all corporations. The debts of public 
utilitv corporations moved in a comparatively narrow range during 
the period 1929-41. They advanced from 17.2 billion dollars in 1929 
to 18.6 billion in 1930, registering by far their largest annual change 
in the latter year because of the financing and funding operations 
occasioned by the expansion programs carried on then, particularly 
by the electric light and power and natural gas companies. From 
1931 through 1936 they declined by 2.4 billion to total 15.9 billion, 
the decrease being due principally to the fact that retirements by 
pa,111ent exceeded the very low volume of debts incurred to obtain 
new capital. The receivership and reorganization of a large electric 
utility system, together with the reorganizations of bridge, ware­
house, water-transportation, and other corporations which resulted in 
a smaller debt structure for those companies, also contributed to the 
decline. In 1937 and 1938, outstanding public utility debts reversed 
their trend and registered small increases. Debt reduction by re· 
organization was small in these years and moderate increases in new 
capital issues more than offset retirements by payment. The small 
declines which followed in the years from 1939 through 1941 were 
du~ both to the reorganization of several street railway companies 
and to repavment of some debts by several public utility systems, 
following sales of pro~rty to Federal and local power authorities. 
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As in the case of railroads, the short-tenn debts of public utilities 
comprise only a small portion of their total debt. In 1941 their 
short-term debts amounted to 1.6 billion dollars, or slightly more 
than 10 pPrcent of total debt. The figure 1.6 billion doUars is in 
contrast with the 2.7 billion for 1929, when short-term borrowings 
were more extensively made in financing construction programs under-
takt>H in adrance of funding operations. · 

The volume of debt shown as owed by public utility holding com­
panies, as distinguished from operating companies, depends to a 
considerable extent upon the definitions employed. In this study, 
holding companies are defined as corporations "who at any time dur­
ing the taxable year owned 50 percent or more of the voting stock 
of another corporation and whose income from such stock was 50 
percent or more of the amount of dividends received." This defini­
tion is the same as that used by the Bureau of Internal Revenue in 
its statistical compilations for 1938.6 Defined in this manner, there 
were, in 1938, 199 such public utility holding companies, whose assets 
amounted to 9.1 billion dollars and whose debts totaled nearly 2.5 
billion, equal to one-seventh of the debts of holding and operating 
companies combined. All but 316 million dollars of the debts of the 
holding companies consisted of long-term obligations. The portion 
of public utility debt allocated to holding companies for years other 
than 1938 was determined somewhat arbitrarily by assummg a trend 
for the holding companies similar to that experienced by all public 
utilities and by takmg into consideration specific instances of ir,­
creases or decreases in the debts of holding companies in the cases 
where such data were available. 

DEBTS OF INDUSTRIAL AND FINANCIAL CORPORATIONS 

Industrial, financial, and miscellaneous corporations, whose gross 
debts are presented in table 6, comprise the third and largest class 
of corporations, as grouped in this study. Industrial corporations 
comprise co.mpanies engaged in ~ll lines of manufactur~ng, mining 
and qunrrymg, constructiOn, agriculture, and trade. They include 
corporations owning and operatmg theatres, hotels, restaurants, office 
buildings, and residential properties. Financial corporations include 
loan companies and associatwns, investment companies, investment 
trusts, and holding companies. Finally, under financial corporations 
are included companies (other than 'investment trusts and invest­
ment companies) owning industrial, railway, public utility, or 
financial securities "who (a) at no time during the taxable year 
owned 50 percent or more of the voting stock of another corporation or 
(b) at ~ny time during the taxable year owned 50 percent or more of 
the votmg stock of another corporation but whose income from such 
!'tock was less than 50 percent of the amount of dividends received."' 
Liabilitit1S of banks to depositors and liabilities of insurance com­
panies to policyholders are not inch,1ded in these figures, but are 
shown st>parately in tables 7 and 8. 

: ~tstistics of lneowe for 193S, part 2, p. H6. 
llml, p. Uti. 
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Table 7.-Deposit Liabilities of All Banks in the United States, 1929-41 
[Millions of dollars] 

Other than national hanks 

Total, all National Year 
hanks hanks Total 

1929....................................... 55, 289 
1930....................................... 53, 039 
1931....................................... 45, 821 
1932....................................... 41, 642 
1933....................................... 38, 505 
1934........................................ 44, 771 
1935 .••••••••••••• ••••••••••••••••••••••••• 48, 964 
1936....................................... 53, i02 
1937 .••••••••• •• • • • • • • • • • • • • • • • •• • ••• • •• • • • 52, 440 
1938....................................... 54,054 
1939....................................... 58, 344 
1940 .••••••••••••• c........................ 65, 021 
1941....................................... 70, 792 

20,290 
20,138 
17,271 
16,101 
15,386 
18,519 
20,886 
23,107 
22,655 
23,497 
25,661 
29,214 
32,672 

34,999 
32,901 
28,550 
25,541 
23,119 
26,252 
28,078 
ao, sgs 
29, 7~5 
30,557 
32,683 
35,807 
38,120 

State Mutual 
(coc~J)er- savings 

13,575 
12,422 
10,161 

M, 701 
~,385 

10,424 
11,273 
12,786 
12,155 
12,714 
14,269 
16,793 
18,520 

8, 916 
9,507 

10,105 
10,022 
9, 708 
9,828 
9, 963 

10, 143 
10,257 
10, 365 
10,613 
10,658 
10,525 

Source: Reports of the Federal Reserve Board and the Comptroller of the Currency. 

Other 

12,508 
10,972 
8, 284 
6.818 
5,026 
6,000 
6.~2 
7,666 
7,373 
7, 478 
7,801 
8,356 
9,075 

Table B.-Reserves and Other Selected Liabilities of Life-Insurance Companies to 
Policyholders, 1929-40 · 

[Millions of dollars] 

Losses and Dividends Totallia· Loans to Netliabili-
Year Reserves claims not Claims unpaid and bilities to policy· ties to 

paid resisted left to ac· policy- holders I Eolicy-
cumulate holders olders -----------------

1929 .••••••••••••••••• 14,948 113 10 267 15,338 2,379 12,959 
1930 .••••••••••••••••• 16,231 135 11 il/13 16,6~0 2,807 13,873 
1931 .••••••••••••••••• 17,384 153 17 ~ d 17,870 3,369 14,501 
1932 .••••••••••••••••• 17,839 157 21 323 18,340 3,806 14,534 
1933 .••••••••••••••••• 18,077 162 25 337 18,601 3, 769 14,832 
1934 .••••••••••••••••• 19,030 154 25 344 19,553 3,658 15,895 
1935 .••••••••••••••••• 20,404 153 24 366 20.947 3,540 17,407 
1936 .••••••••••••••••• 21,800 112 20 371 22,303 3,411 18,892 
1937 .••••••••••••••••• 23,202 Ill 18 401 23, T32 3,399 20,333 
1938 .••••••••••••••••• 24,495 117 17 432 25,061 3,389 21,672 
1939 .••••••••••••••••• 25,827 124 18 467 26,436 a, 248 23,188 
1940 .••••••••••••••••• 27,238 125 16 5a9 27,918 3,091 24,827 

1 Including premium notes. 

Source: The Spectator Insurance Year Book. 

In 1941 the gross debts of industrial and financial corporations 
aggregated 47.6 billion dollars, equal to almost three-fifths of total 
gross corporate debt. The 1941 total was greater by 4.6 billion 
dollars and 3 billion dollars, respectively, than the 1939 and 1940 
totals, but less by 10.8 billion than the debts of industrial and 
financial corporations outstanding in 1929. From 1929 through 1938 
the outstandings of this group of corporations followed a downward 
trend since new capital issues were exceeded by retirements by pay­
ment. In addition, reorgani~tion and liquidation were responsible 
for lnrge reductions in debt during this period. The important 
part that corporate reorganization and liqmdation had in debt re­
duction is shown by a special analysis of the indebtedness of 792 
industrial corporations, selected without reference to their solvency, 
for the 193-1-37 period. Sixty-eight of these companies were in 
receivership and were reorganized or liquidated by the end of 1937. 
Principally I?ecause of the liquidation or the terms of reorganizationJ 
the outstandmg- long-term debt of these 68 corporations was reduced 
fro~ 511 millio~ dollars .to 275 million, a decline of 46 percent. 
ThiS compares With a dechne of only 8 percent in outstanding long­
term debt of the 7:24 solvent corporations for the 3-year period. 
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In sharp cont:ast with the situation re~pec~ing raihyay an4 yublic 
utility corporatwi!-s, the sho~t-term obhgatwns of I?-dustna and 
financial corporatiOns compnse a large part of their gross. debt. 
Corporations in this group quite commonly purchasE> their mven· 
tories on a deferred-payment basis or borrow from banks on a short· 
term basis to pay for inventory purchases and to make other. current 
outlays. In 1941 gross short-term debts of these co~poratwns to­
taled 23.4 billion dollars, or nearly 50 percent of the1r gross debt. 
In 1929 the ratio of short-term to total debt among thPse corporations 
was even higher. In that year, gross short-term debts totaled 31 
billion dollars, equal to 53 percent of total gross corporate debt. 
Generally, short-term debts fluctuate more widely with changes in 
the volume of business than do long-term debts. Since approxi­
mately one-half of the debts of industrial and financial corporations 
are short-term, it follows that changes in their total outstandings 
were larger than those of corporations whose debts were composed 
principally of bonds and other long-term debt. Another noteworthy 
feature of the corporate debt picture is that industrial corporations 
in more recent years have handled a larger volume of business on a 
given volume of debt. Factors making this possible include a more 
rapid turn-over of inventories and better transportation and delivery 
facilities. 

DEBTS OF BOLDING COMPANIES 

Holding companies, a subclass in the industrial, financial, and 
1uiscellnneous group of corporations, are defined in the same manner 
as are the public utility holding companies discussed above, that is, 
companies "who at any time during the taxable year owned 50 per­
r<>nt. or more of the voting stock of another corporation and whose 
income from such stock was 50 percent or more of the amount of 
<lividt•JI!ls receired." Under this re~tricted definition there were 128 
industrial holding companies in 1938 with outstanding· short-term 
1md long-term debts of 553 million dollars and 32 companies holding 
Lank securities with outstanding debts of 20 million. Another and 
much largN' group of corporatiOns conforming to the definition of 
holding companies, but whose securities were not classified~ was 
composed of 643 companies with outstanding debts of 1.5 billion 
dollars. 

Corporations, other than investment trusts and investment com­
panies holding less than 50 percent of the voting stock of another 
eorporation, or if holding more than 50 percent of the voting stock 
roceiving less than 50 percent of its dividends from such stocks, 
numbt•t-..•d 4.275 and had outstanding debts totalmg 2.2 billion dollars. 
It ean safely be assumed that a substantial part of the holdings of 
tht·~ eompanies eonsisted of the S(>{'Urities of corporations in the 
public utility or industrial fields of enterprise. But these corpora­
!ions .do not cum!' within .the scop~ of holding compa~ies as defined 
111 tl11s study, and aeeordmgly ne1ther these corporations nor their 
oubtanding' debts are allocated to the indu!'itries with which the 
eorpohltions who~ S(>{'Urities they hold are identified. These facts 
~houlll ~ l'l'llH'lll~rOO wlwn the. volume of holdm~ ~ompany debt, 
111 the ~tnct S(>nse, 1~ compart>d w1th that of the ot~ratmg companies. 

ln.tt•rcorporate debt, as ~istinguished from holding company debt, 
C(Jll~t~ts of the dt•bt.s of an tssuer held by that issuer or by other lllem-
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hers of the same corporate system. It may consist of the debts of a 
subsidiary or afliliate held by a parent company, or of the debts o! a 
parent company held by a subsidiary, or of both. Thus, if a holdmg 
company has a'bond issue outstanding, part of which is publicly ~eld 
and part of which is held by an afliliate, that part held by the affiliate 
comprises intercorporate debt. Owing to the difficulties involved in 
making a detailed breakdown from available data, intercorporate debt 
is classified in the presE.'nt study into railway and nonrailway categories 
only. As stated previously, intercorporate debt of railways has ranged 
slightly above the 2-billion-dollar level in recent years. Nonrailway 
intt>rcorporate debt totaled slightly more than 10 billion dollars in 
19-tl. compared with 14.3 billion in 1929. Since 1935 intercorporate 
debt has declined at a somewhat faster pace than has net corporate 
debt, largely as a result of the trend toward reducing, by consolidation 
or sale, the number of affiliates or subsidiaries within a corporate 
system. 
· A comparative]~· small number of corporations do not submit bal­

ance sheets when filing tax returns. Tins results in some understate­
ment of corporate debt. But since the companies not submitting hal-. 
ance sheets are tvpically small and frequently have no outstanding debt 
obligations, the· omissionl;l probably do not exceed 1 or 2 percent of 
total corporate indebtedness. . 

INDEBTEDNESS ON URBAN RESIDENTIAL PROPERTY 

Indebtedness on urban or nonfarm residential property is composed 
principally of the mortgage notes of indinduals and other noncorpo-, 
rate persons, but includes also the mortgage bonds of incorporated com­
panies. In addition, it includes a small quantity-4lstimated to be less 
than 1 percent of total outstandings--of debenture bonds and unse­
cured notes of corporations owning and operating residential real 
estate. Inasmuch as the unsecured debt of real-estate corporations is 
genl'rally small and since a mortgage lien may ordinarily be obtained 
by unsecured creditors in event of default, the aggregates are referred 
to as mortgage indebtedness. 

Table 9.-Urban Residential Real-Estate Mortgages, 1929-41 
[:\!illions of dollars] 

All residential properties Multifamily 1· to 4-lamily 

Year 
Total Corpor- Non cor- Total Corpor· Noncor- Total Corpor- Noncor-

att porate ate porate ate 1 porate 

19'19 _______ •••. ! 29. ~'() 2. 7~9 26.001 7,831 I, 711 6,120 21,058 1,053 20,005 
1~30-----··---·1 ~ ~~4 2. ':l9 'll. 475 s.m I, 747 6, 726 21, 2.S9 l,Ofi3 20,196 

!~&:::::::::::! ~:~ 
2. 71;3 26, SolS 8.2'l1 1,699 6, 592 20,685 1,034 19,1)51 
2.620 25. 2'23 7.~~ I, 6'!7 6, 31i6 19,242 9fi2 18,280 
2. ~:.g 23, :>J8 7, 478 I,M2 s,n6 17,8i8 894 16,984 l\134 ___________ , 24.9::13 2. 31.19 22. 1)24 6, 944 I, 410 6, 534 17,857 893 16,964 

1~~\-----------! 24. 2.<2 2.1~1 22,071 6,5-18 1,'!77 5, 'l7l 17,510 876 16,634 19:\6 ____________ ' 23, liN) :!,()')f) 21.564 6, 311 1,229 5,082 17,225 861 16,364 

~~~=::::::::::: ~:~I 
2, t:r.5 21. 52() 6,191 1, 2fl5 4,"8/i 17,344 867 16,477 
11179 21.713 6.t:r.1 1,19~ 4,878 17, 64A 882 16,764 
2.0!10 2'2. 2\l5 5, 970 1,169 4, 801 18,216 911 17,305 

19-10 ____________ , 2.1. 3<r.' I 2.1:!7 23.1~) 5,907 1,157 4, 75() 19,123 9.16 ts,tm 
t9-IL .......... I25.~:s 2,1M 23.733 S,&70 1,145 4, 725 20,008 1,000 19,008 

1 Twenty-lin putent of bonded debt of dom~tic corporations. 

Soom!:. Divl•ioo or Rt>!lf'Vth and Stati:rtics, federal Home Loan Bank Board, tor figures on 1· toHamily 
arb61l re:~~d~ntJ&I real-estate mortgages_ 
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Table 9 classifies urban residential mortgage obligations by type 
of property pledged as debts on 1- to 4-family dwelling properties 
and debts on multifamily properties (of 5 or more families), and 
shows the amount and trend of total outstandings as well as the debts 
for each of the two classes from 1929 through 1941. Comprisin~ the 
largest item of long-term consumer debt, indebtedness of mdividuals 
on urban residential properties aggregated 26.1 billion dollars in 1929. 
(See table 10.) Of this amount 20 billion, or approximately three­
fourths of the total, represented debts on 1- to 4-family properties. 

Following the general pattern of several other types of long-term 
debt, outstanding mortgages on 1- to 4-family properties rose mod­
erately in 1930 to 21.3 billion. After 1930, outstandings on this class 
of urban residential propert;v dropped for 6 consecutive years, reced­
ing to a 17.2-billion level m 1936-the low mark for the 12-year 
period. The mo~t rapid declines occurred in 1931 and in 1932, when 
ordinary debt reduction by payment was greatly augmented by forced 
reduction through foreclosure or through surrender or transfer of 
title to avoid foreclosure. In these years unemployment was wide­
flpread and the income of residential property owners was small com­
pared with that of earlier years or compared with their fixed pay­
ments of prin(·ipal and interest. Loans were difficult to arrange and 
maturation of mortgages frequently resulted in defaults and fore­
closures. 

Following the enactment of debtor-relief legislation in 1933, many 
distress mortgages on 1- to 4-family properties were refinanced and 
mortgage reduction by foreclosure declined sharply. 

Table 10.-Urban Real-Estate Mortgages Owed by Individuals and Other Non­
Corporate Borrowers, 1929-41 

Year 

(Millions of dollars) 

Com· 
mercia! Year Total ~~en· .i~ci~ 

------------ ------1--- --· ---
192\l ........... 31,618 
H1:1o ............. 32,6:'18 
1~31............... 31.887 
19:12 -···-·········· 30.034 
1~:!3.. ............. 27. 3M 

~~~ ...... ::::::: ~:~~ 

26,125 
26,922 
26.243 
24,641i 
22,920 
22. 4~8 
21,905 

5, 493 1931 -············ •. 25,463 
~.~16 1Y:li --············· 25.447 
5, 644 1~:l~ 2li. 611 
5, 3S8 I 9:1y . • • • • • • • • . . . . . 26, 062 
4.43R 19\0............... 26,817 
4.163 11141................ 27,633 
3,9511 

21,446 
21,463 
21.642 
22,106 
22,917 
23,733 

4.017 
3,984 
3,009 
3, 956 
3, 900 
3,900 

B)' 1937, new mortgage indebtedness, created to finance a marked 
grow~h in residential construction engendered in part by the Xational 
Housmg Act, more than offset mortgage reductions by payment and 
f?reelo~ure. Consequently, urban residential mortgage outstanding:; 
smce 1937 have made annual ad¥ances. :Mortgages of 19.1 billion dol­
lars ouMnnding in 1940 on 1- to !-family properties were only about 
10 pt>reent bt>low the 1929 total of 21.1 billion. At the end of 1911, 
tlw volume of tlwse mortgages had risen to 20 billions of dollars. 

~lm·tg-age outstandings on multifamilv property followed a course 
mar~edly diffe~nt from that taken by 'those secured by the 1- to 4-
fanuly properties. From 19:!9 to I9aO. they followed the ~ner-al pat­
h'rn of mo~t classl's of long-term debt by rising from 7.8 to 8.5 billion 
dollars. but from 1930 theY registered m<ws..;;ive dl'clines for 11 con­
tl(>c.'Utive yeal'l3. At the etid of 19-H, the multifamily mortgage-debt 
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index (1929= 100) stood at 75, compared with 95 for debts against 1-
to 4-family residences. 

The larger percentage decline registered by debts on multifamily 
property is due partly to the fact that legislation to refinance distress 
mortgages did not apply to this type of property. Hence, outstand­
ings continued to shrink because of foreclosure actions or reorganiza­
tions during 1933-36, when declines in the 1- to 4·family group had 
abated. Another cause contributing to the continued decline of debts 
on multifamily property is the fact that recovery in apartment-house 
construction had been relatively slight. Hence, the new debt issued 
to finance this construction has been less than retirements made on 
outstanding obligations. 

For recent years, statistical estimates of outstanding mortgages 
against multifamily and 1- to 4-family property have been materially 
improved in quality by better classification of real-estate loans in 
the statements of banks and by questionnaire surveys conducted by 
life-insurance companies. Formerly, these financial institutions 
divided loans secured by real estate into farm and nonfarm loans. 
Recently, nonfarm loans have been divided into 1- to 4-family, multi­
family, and other real-estate loans. In applying this breakdown to 
earlier years, somewhat arbitrary .Procedures are required, and it 
follows that the distribution shown m earlier years is subject to some 
error. . 

Other statistical data much needed in this field consist of informa­
tion showing the extent of the mortgage bonded indebtedness of cor­
porations owning residential real estate, especially in the multifamily 
group, where, because of the larger cap1tal requirements per unit, the 
corporate form of organization is more common than in the 1- to 
4-family ~roup. A sample stucly made by the Department of Com­
merce of Internal Revenue statistics of· corporations owning business 
and residential real estate in 1937, togelher with a questionnaire sur­
vey coverin~ the larger cities, provided the basis for an estimate of 
1.2 billion aollars as the outstanding mortgage debt of corporations 
owning multifamily residential property m that year. This was 
equal to one-fifth of the entire amount of mortgage debt outstandina 
against this class of residential real estate. Predicated upon th~ 
1937 estimate, the outstanding-s for other years were based on the 
year-to-:vear trend for the comparatively few corporations holding 
residential real estate that publish financial statements. 

The debt of c.orpo;ations owning 1- to 4-family resi~entialproperty 
was placed arbttrarily at 5 percent of total outstandmgs. Holdings 
of residential re~l estate by financial corporations, that is, banks, in­
surance compames, and so on, assumed considerable proportions in 
some y~ars of the 19:!9-41 ~eriod, but the debt outstanding on these 
properties generally was qmte small because many of the properties 
were acquired by foreclosure or by transfer of title to avoid fore­
clo:mre, and, consequently, were often free or nearly free of debt at 
the time of such acquisition. 

From the foregoing it is evident that the debts of individuals and 
other noncorporate borrowers comprise almost the entire indebtedness 
on 1- to 4-ftlmily properties and the bulk of the mortO"age indebted­
ness on multifamily re:::.idential real estate. It shoull'be noted that 
"individuals and other noncorporate persons" is a broad category 
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which includes not only individuals and unincorporated businesses, 
but trust and investment funds, and eleemosynary corporations or 
associations which may have mortgages outstanding on a wide variety 
(Jf property held by them for investment or for use in their activities. 

The debts of individuals and other noncorporate borrowers owed 
on urban real property are presented in table 10. In addition to the 
debts against residential property discussed above, this table gives 
the debts secured by commercial or business real estate owed by in­
dividuals and other noncorporate persons. Commercial property, as 
here defined, includes business and yrofessional office buildings, 
hotels, restaurants, theaters, and retai and wholesale store build­
ings. Debts of individuals on these classes of property aggregated 
5.5 billion dollars in 1929. After rising moderately in 1930 to 5.7 
billion, they responded to the depression years by declining to a 
level slightly below 4 billion dollars by 1935. From 1936 they moved 
narrowly lower to a year-end total of 3.9 billion in 1941. This repre­
sents a decline of 29 percent from 1929, compared with declines of 
25 percent and 5 percent in the amounts owed by individuals and 
others on multifamily and 1- to 4-family residential property, re­
~pectively. All in all, the debts of individuals and others on urban 
commercial and residential real estate combined totaled 27.6 billion 
dollars in 1941, compared with 31.6 billion in 1929. 

Although primary statistics relating to the debts owed by indi­
viduals and other noncorporate persons on commercial real estate are 
still lacking in completeness and quality, marked improvements in 
these data have been made in recent years. The breakdown of non­
farm real-estate loans of banks and insurance companies referred to· 
above permits approximations of the total loans made by these in­
stitutions agtlinst conunercinl real estate. The studies which have 
beJ>n made of the debts secured by commercial real estate make pos­
sible npproximations of the portions of such loans that are corporate 
and noncorporate. Further advances in primary data must be made, 
however, before estimates in this area approach the quality of those 
for other debt categories. As additional data become available, re­
Yi~ions in this and in related groups of debt estimates are to be 
expected. 

FARM-MORTGAGE DEBT REDUCED YEARLY SINCE 1929 

It will be observed from table 11 that there was a continuous 
decrease in the volume of outstanding farm-mortgage debt from 1929 
throug-h 1941. At the end of the latter year, estimated debt secured 
hy lit>ns on farm real estate totaled 6.8 billion dollars. This figure 
is 2.8 billion, or 29 percent, below the 1929 total of 9.6 billion, and 3.9 
billion below the peak amount of 10.8 billion outstanding at the end 
of 1922. 
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Table 11.-Farm :Mortgages and Short-Term Debts of Farmers, by lending 
Agencies, 1929-41 

[Millions of dollars] 

lt~m 1929 1930 1931 1932 1933 1934 1935 

Total farm mortgages and short-term 
· debts .•.•••••••••••...••••••• , •••••••••••••••• 11,460 .....••. •.•••••. •••••••• 8,951 8,992 

I====I===J:===J====J=====J===:J=== 
Tot~!=if~~t~:.handiiiiiik-com:· 9,631 9,458 9,214 s,638 7,887 7,786 7,639 

missioners 1............................ I,186 I,176 1,152 1,106 I, 274 2, 502 2, 854 
Joint-stock land banks 1.................. 627 591 537 459 392 256 176 
Life-insurancecompaniesl ..••••••••••••• 2,105 2,059 2,007 I,869 1,661 1,259 I,055 
Commercial banks'-------·-----·-------· •••..... 6 945 ...•.... •••.•... 8 55R 499 4S8 
Three-State credit agencies'-············· 93 93 93 84 . 80 62 48 
Farm Fecurity Administration .................................................................. . 

Construetion of farmstead improve-
ments ..... -------------··········· ....................................................... . 

Tenant purchase nnd developments!_ ------·· ............................................... . 
Individuals and others................... 5, 619 4, 595 5, 425 5,120 3, 924 3, 208 3, 019 

Total short-term debts............................... 2,002 •••••••. ........ ........ 1,165 1,353 
Agencies supervised by Farm Credit Ad-

ministration: 
Federal intermediate credit banks'... liO 66 75 83 61 
Production credit associations .............. .. 
Regional agricultural credit corpora-

tions ....................................... ________ ........ 24 145 
Emer~encycrop loans1o.............. 9 (11) 50 90 91 

~~~~~~~tg!~f~~~~~i~~i;l~::::::: :::::::: ::=::==: :::::::: :::::::: :::;~~i: 
Commercial banks 11..................... (11) 1, 936 (H) (1!) (ll) 

56 
61 

87 
79 
32 

13 6 
37 

808 

47 
94 

43 
107 
66 

I! 63 
18 271 

662 

Item 1936 1937 1938 1939 1940 1941 
--To-t-al-fa-rm_m_o_rt-ga-ges_an_d_s-bo-rt--t-er_m_d_e-bts-_-_-__ -_1 --8,,-660·I-8-, 7-0-5 9,003 ~ y,Us = 
Total farm-mortgage debt.. ........................... 

Federlll land banks and Land Bank Commis-
7,390 7,214 7,071 6, 910 6,821 6, 787 

sioners 1_ .. _________ ...•••••••••••••••••••••••••• 2,889 2, 836 2, 723 2,5~4 2,488 
Joint-stock land banks~--------·----·--··········· 133 104 87 66 49 
Life-insurance companies •---············------··· 936 895 887 1874 887 
Commercial banks'-----------···········-------- 488 501 519 534 543 
Three-State credit ~encies '·-····-------········· 33 25 17 -·-··ali· ..... 72' ~~ ~ ........... Farm Security Administration .................... 4 15 

Construction of farmstead improvements .•••• 4 6 6 7 
Tenant purchase and development'·········- "2,'9ii" "2,'849' 9 32 65 

Individuals and others ............................ 2,808 2, 775 2, 710 
Total short-term debts.. .............................. 

Agencies supervised by Farm Credit Administra-
1, 270 I,491 I, 948 1,908 2, 227 2, 220 

tion: 
Federal intermediate credit banks'----------- 41 40 34 33 34 230 Production credit associations .................. 105 138 148 154 172 
Regional agricultural credit corporations .••••• 25 16 II 8 6 7 
Emer~ency crop loans 10 ...................... 105 116 117 116 118 120 
Drought-relief loans ...•••••.••.••.•••••••••••• 60 57 55 53 50 48 

Farm Security Administration 11 ······----------- 11132 13163 210 276 313 354 
Commodity Credit Corporation u ................ 11208 1!]73 309 173 252 198 
Commercial banks 11 ••••• ------------------------- 594 788 I,065 1,094 1,281 u 1,263 

l Excluding Puerto Rico. 
I Including banks in receivership. 
• Estimates based upon direct reports from life-insurance companies. official reports submitted to the 

Insurance commissioners of the various States and the Di~trict ol Columbia, and Best's Life Insurance 
Reports. 

• Preliminary. 
I 1934-39, insured commercial banks: prior to 1934, open State and national banks. 
I June 30. 
1 Rural Credit Bank of South Dakota, Bank of N ortb Dakota, and Department ol Rural Credit of 

Minnesota. 
•Including Bankhead-Janes loans and loans from corporation trnst fUnds. 
I Loans to, and discounts for, private financing institutions. 
1t Revised to include 1918-19seed loans to farmers. 
n Not available. 
" Rural rehabilitation loans to individuals. Includes loans from State rural rehabilitation corporations. 
11 Estimated. 
11 Does not include loans held by other financing institutions, mainly commercial banks, and covered Com· 

modity Credit Corporation purchase agreements. ' 
11 Revi<;(>d. 
,. Revised to exclude loans to cooperative associations. 
11 Insured commercial banks only, except in 1931, when all open State and national banks are covered. 
11 Estimate based on percentage cbange in agricultural loans ol operating insured commercial banks from 

J!Ull! 1940to1une 1941. 

SoUJ't'e: Bureau of Agricultural Economics, except for short-term debts owed to commercial banks lor 1929 
andl93l--33-
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Among the factors contributing to a decline in farm-mortgage debt, 
repayment of principal has been of increasing importance in recent 
years. Wider frevalence of provisions in the debt contracts for the 
amortization o a small part of the principal at regular intervals has 
also aided the repayment of debt. In the case of Federal land bank 
and Land Bank Commissioner loans, repayments since 1936 have been 
particularly large compared with earlier years. 

Though farm-mortgage debt has declined for the country as a whole, 
small increases have been registered in recent years in certain regions, 
particularly in New England and in the East South Central States. 
In 1939, farm-mortgage outstandings in Mississippi increased 7 per­
cent, the largest increase shown for any State. 

Foreclosures and other forced sales were debt-reducing factors 
throughout the 1929-41 period. During several of the earlier years 
they were a principal cause of farm-mortgage reduction, but recently 
they have been of minor and declining importance. Forced sales 8 

rose from 26 per thousand farms in 1931, to 42 in 1932, and to 54 in 
19:33. In 1934, they fell to 39 per thousand farms and by 1938 had 
fallen to 18. 

SHORT-TERM FARM DEBT 

For their short-term financial needs, farmers borrow chiefly from 
commercial banks and from Federal and Federally sponsored agencies. 
Preliminary estimates for 1941 place short-term farm loans slightly 

MILLIONS OF DOLLARS 
1000 

Firure l.-8hort-term farm debt to Govemmeat f&rm-credit ageacis, lt121-4L 

abm·e the 2-billion-dollar mark-slightly higher than the level of 1939 
and .substantially above the 1.2-billion level of 1934. These figures do 
n.ot mclude loans. of Federal age~ries to ~a!mers' coope~ative organiza­
tiOn~. presented m table 12. F1gures ~1nng outstandrng balances of 
sueh loans by commereial banks are not available prior to 1934, except 

'Arrl<'ulturt.l Statistlos, ~partmt>nt of Agricultura. 
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for 1930. In that year, short-term obligations of farmers totaled 2 
billion. In 1941, somewhat more than one-half of the short-term out­
standings of farmers were owed to commercial banks. Of the sum 
owed to Federal agencies, the largest amounts were owed to the Com­
modity Credit Corporation, the Farm Security Administration, the 
Federal intermediate credit banks, and the regional agricultural 
corporations. 

The debts of farmers' cooperative associations comprise a part of 
the debts of farmers which have been classified as short-term produc­
tive debts. The amounts owed Federal agencies are shown in table 12. 
Amounts owed banks comprise a part of the short-term obligations 
of individuals owed to banks. Outstandings of farmers' cooperatives 
have fluctuated rather widely during the 1929-41 period. In 1941, 
farmers' cooperatives owed Federal agencies approximately 431 mil­
lion dollars. These short-term farm debts compnse a part of the short­
term debts of individuals discussed below. 

Table 12.-Loans to Farmers' Cooperative Organizations by Selected Federal 
Lending Agencies in the United States, 1929-41 

Year 

1929 _____________________ _ 
1930 _____________________ _ 
1931_ ____________________ _ 
1932 _____________________ _ 
1933 _____________________ _ 
1934 _____________________ _ 
1935 _____________________ _ 
1936 _____________________ _ 

1937 --------······--------1938 •••••••••••••••••••••• 1939 _____________________ _ 
1940 _____________________ _ 

1~1. ••••••••••••••••••••• 

[Millions of dollars] 

AgenCies supervised by Farm 
Creilit Administration 

Rural Farm Com-
Total,Bll 
agencies Federal 

inter­
mediate 
credit 
banks 

Elec~rift- Security modity 
Banks t:r~~n~- A~atwl! Adminis- gredit 

for coop- k~ting Act tra~~- tration 1 r~tl~~­
eratives R~volving 

41 26 ----------
201 64 --····----
201 45 ----------. 
169 10 ----------
192 15 19 
117 34 28 
99 3 50 

13S 2 70 
165 2 88 
24S 1 87 
307 2 76 
31\'l 1 75 
427 •••••••••••• 109 

Fund 

15 ------------ ---------- ......... . 
137 ··········-- ---·-····- •••••••••• 
156 ·---····---- ----···--- ---------· 
159 -··········· ·········- ----·---·-
158 ------------ --·······- •••••••••• 

55 ---·-····--- ----··---- ---·-····-
44 ----·--·---- 2 ----------
54 82 3 8 
31 ago 34 to 
24 179 8 49 
21 169 12 27 
17 232 15 28 
17 301 ······-·-- -···------

t Form~rly, allotments to all borrowers, rather than loans outstanding to cooperatives, were shown under 
this heading. 

a Including loans from State rural rehabilitation corporation trust funds. Does not include loans to 
individuBls to participate in cooperative enterprises. 

1 Revised. , 

Source: Bureau of Agricultural Economics. 

SHORT-TERM DEBTS OF INDIVIDUALS 

The short-term debts of individuals and other noncorporate bor­
rowers comprise one o£ the large categories of outstanding debt. 
These debts may be divided into two large classes-(1) those created 
for c0mmercial and financial purposes and (2) those originated to 
finance the purchase of consumer goods. 

COMMERCIAL DEBTS DECLINED SHARPLY FROM 1929 TBROt'GH 1931 

Short-term debts of individuals created for commercial purposes 
and for the purchase of securities have undergone a drastic shrink· 
age since 1929. Nearly all the decline occurred between 1929 and 
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1933 when the volume of these outstandings decreased from 19.8 
to 8.3 billion dollars. From 1933, they moved narrowly but irregu­
larly lower to a year-end total of 7.6 billion dollars in 1940, a decline 
of 62 percent from 1929. Forced liquidation of investment and 
speculative loans secured by marketable collateral undoubtedly con­
tributed most heavily to the decrease in this class of debt. Customers' 
debts to brokers fell sharply from an estimated year-end total of 5 
billion in 1929 to 800 million in 1932. After rising to 1.4 billion 
by 1936, they receded to a new low when they stood at 677 million 
at the end of 1940. In 1941, loans for the purchase of securities 
continued to fall slightly but this trend was much more than offset by 
a sharp rise in the obligations of individuals to banks on account 
of short-term borrowing. These commercial loans have expanded 
rapidly as business activity has advanced and as new working capital 
has been required. 



Table 13.-Short-Term Debts of Individuals and Other Noncorporate Borrowers, 1929-41 

Millions of doUars 

Total abort-term debt.--------------------------------------- 71,895 25, 732 20,464 16,026 12, 428 12,705 13,359 14,917 16,116 15, 183 15, 547 16, 473 18,973 

Commercial and ftnllllclaL ----------------------------------------- 19, 753 18,332 14,094 10,303 7,1J9l 7, 723 7, 499 7, 642 7, 990 7, 419 7, 242 7, 623 9 380 Owedtobanks _________________________________________________ 14,654 15,266 12,469 9,136 6,469 6,086 6,514 5,557 6,128 5,247 5,190 5,578 7,486 
Owed to brokers~----------------------------------------------- 6,000 2, 800 1,300 800 1, 270 1,170 1, 258 1, 395 985 991 906 677 606 
Owed to Government credit agencies (farm)____________________ 9IJ 266 325 367 562 468 727 690 877 1, 181 1, 146 1, 368 1, 21S8 

con•um!;~-~~~~~:~~~~~~~:~~~~~~~~::::::::::::::::::::::::::= 8,1* '-~~ 6Jn 4J~ 4.m 4.~~ 6.:~ 1.~~ 8Ji~ 7JlJ 8.E~ ~i: 9J!i 

z:::n~:~:\~:~~::-~~===·:::::::::::::::::::::::::::::::· 4,= 4,~~~ 3,x~ 2,:~g 2,:~ 3.~z 3,~~~ 3,~j'g 3,~~z 3,~~~ a.~~ a.~~ 4,~~~ 
~.!:~?,:gJ~~~.,S:c1:'1.~~~~~-:.::::::::::::::::::::::::::::::: i;~~ d~ d~~ ~g ~A :~ U~~ ~:m g~~ i:~~~ g~~ g~g ~:!t~ 

Percentages of total 

Total short-term debt---------------------------------------- 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 ~ 100.0 

Commercial and financiaL.________________________________________ 70.8 71.2 68.9 68.6 65.1 60.8 56.l 51.2 49.6 50.1 "47.3 45.6 -49.4 
Owed to bank•------------------------------------------------- 62.5 59. 3 60.9 60.8 50.8 47.9 41.3 37.2 38.0 35.4 33.9 33.4 39. 5 
Owed to brokers ....... ---------------~------------------------- 17.9 10.9 6.4 6.3 10.0 9.2 9.4 9.4 6.1 6.7 6.9 -4.0 3.2 
OwedtoGovernmentcredltageneies{farm) ____________________ .4 1.0 1.6 2.6 4.3 3.7 5.4 4.6 6.5 8.0 7.6 8.1 6.8 

Consumer .. -------------------------------------------------------- 29.2 28.8 31.1 31.4 34.9 39.2 43.9 48.8 60.4 49.9 62.7 54.5 50.6 
Owed to retail merchants .......... ---------------------------- 16.4 16.6 18.3 19.4 22.6 23.7 24.1 23.9 23.7 24.1 24.0 23.0 21.8 
Owed to service credit.ors. -------------------------------------- 2.1 2. 2 2. 6

1 

3. 2 3. 5 3. 6 3. 5 3.4 3. 4 3. 4 3.6 3. 6 3. 2 
Intermediary financing agencies.------------------------------- 4. 8 3.8 4.0 2. 2 2.1 4. 7 7. 9 11.9 12.3 13.2 14.1 13.2 12.9 
Cash-lemllngagencies •••••• ------------------------------------ 6.9 6.2 6.3 6.6 6.7 7.3 8.4 11.6 11.0 11.8 12:6 13.2 12.7 

Index numbers 1936-39=100 

Total sbort-~rm debt .• ------------------------------------. 187.2 172.7 137.3 100.8 85.4 85.3 89.6 100.1 108.1 99.4 102.7 112.2 124.0 

= ------------------------------------
Commercial and financial._.--------------------------------------- 261.4 242.6 186.5 136.3 lOll. 7 102.2 99.2 101.1 105.7 98.2 95.8 100.9 124.1 

Owed to banks. ____ -------------------------------------------- 265.1 276.2 225.6 165.3 117.0 110.1 00.8 100.5 110.9 94.9 93.9 100.9 135.4 

Owed to brokers ........ -------------~-------------------------- 451.7 252.9 117.4 72.3 114.7 105.7 113.6 126.0 89.0 89.5 81.8 61.2 54.7 
Owed to Government credit agencies (farm) ____________________ 10.7 28.8 35.2 39.7 69.7 50.6 78.7 74.7 94.9 127.8 124.0 147.9 139.4 

Fnrmers .... ________________ ..... --------------------------- 8.0 9.0 16.9 26.9 49.2 48.0 85.8 75.3 97.1 127.1 114.6 136.4 116.9 
Farmers' cooperative associations _______ _: ___________________ 20.9 104.7 105.2 89.0 100.0 60.7 51.3 72.3 86.4 130.4 160.2 192.7 226.7 

Con.."iumer ____________________ --------------------- _____ ,.. ___________ 109.1 99.1 85.3 63.3 59.4 66.7 78.5 97.4 108.8 104.0 111.2 118.6 128.6 
Owed to retail merchant~--------------------------------------- 127.9 119.4 104.6 82.0 80.6 84.3 90.2 99.9 107.0 100.1 102.8 107.6 115.9 
Owed to service creditors _________ -------------------------- __ 114.0 109.2 101.4 93.6 87.7 85.8 90.6 99.4 107.2 97.5 105.3 115.0 117.5 

Intermediary financing agencies -------------------------------- 75.3 55.0 45.8 18.2 14.6 33.7 58.8 99.6 110.9 109.3 121.4 123.9 136.9 

Cash-lending agencies------------------------------------------ 103.1 99.9 81.2 62.1 53.0 58.1 70.3 88.9 111.1 108.9 120.8 138.1 160.8 

• Consumer Credit and Economic Stability, by Rolf Nugent, Russell Sage Fopndation, for figures, 19211;37. 
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During the period under re,·iew, individuals and other noncorpo­
rate borrowers liquidated a large part of their debts owed to banks 
and incuned for investment and speculative purposes. As stated 
previously, statements of condition filed by banks with the Comp­
troller of the Currencv do not segrt:>gate loans made to corporate and 
those to noncorporate.borrowers nor, prior to 1938, do they separate 
loans made for commercial purpo~«'!' fr-om those made for the ''pur­
pose of carrying or purchasing securities.·· 

The breakdown mto corporate and noncorporate bank loans, as 
p}:-;ewhere described, was the product of a special study. No similar 
breakclown of the loans of individuals into those incurred for com­
mercial as distinguish('d from im·estment and speculative purposes 
has been attempted. Howerer, taking into consideration the chang­
ing volume of general business aeti,·ity, the probable shift of some 
bu:-;in ... sse,.. to the corporate form of organization, and the lower 
volume of loans needed to finance a given rolume of sales because 
of more efficient marketing methods, it appears probable that not 
more than from two-fifths to one-half of the decline of 9 billion 
dollars in bank loans to individuals represented declines in loans 
for business purposes. The remaining portion represented debt re­
duction of finaneialloans by !'ale of collateral or by payment. It is 
~vident that shrink'nges in the volume of debts incurred for invest­
ment and speculative purposes, including rl'ductions in oblig-ations 
to brokers, aecounted for a large part of the decline in the out­
~<tanding oblig-ations of individuals and other noncorporate borrowers 
incurred for both commercial and financial purposes. 

Becanse of deficiencies in primary statistics, the debts of unincor­
porated businesses owl'd to other such businesses, to individuals, and 
to corporation.•, other than banks are not included in the totals 
preSPnted above. 

CONSUMER DEBT IN 19H HIGHER THAN IN 192!1 

Debts incurred to finance the purchase of consumer goods, measured 
by yPar-end outstanding-s, followed a course during the period 1929 
to Hl.U quite ditl'erent from that taken by commercial and financial 
dt>bts of indi,·iduals.' )bring generallv in direct association with 
tht' ,·olume of retail sales, consumer debts fell abruptly from a lt:>vel 
of 8.1 billion dollars outstanding in 1929 to 4.4 billion by 19:33, 
recovered to approximatelY the 1929 level in 1937 and 1939, and, 
in 1940, t'\:'aehed a new peak level of nearly 9 billion. Iri 1941, con­
sunwr dt>bt continued to rise for the first· tlm'R quarters but under 
tlw Ft><lt>ral &~'\:'rve restriction declined in the final quarter to a level 
onl~· 7:>0 million abo,·e that of the previous war-end. 

The pronounced expansion of consum~r debt which had taken 
plaee in the twentit>s l'ame to an end soon after the severe dec·line in 
~·(·urity priet•s that occurrt'd in the fall of 1929.9 Consumt'r-debt 
rt'\luctitm was fin-t refll'<.'ted in the receivll.bles of installment finance 
l'OillpaniPs w-hieh finan~ed the ~le of durable consumers' goods, then 
among opt>n-book credit estabhslunents in both the merehandise and 
pro~l's."!OJIIl.l groups, and final!~· amonl! the cash-lending agencies. 

L1q111dat 1011 of consumPr debt continued at an ac('elerated rate 
until tlw spring of waa. wlwn some types of consumer debt abruptly 

• Sutl'llt. Rolf, CottSUIJll"f t'rt'dit ud F.<"OilC)Wic Stabilit}', a~u Sac<! FGundatiGII.. 

.tif:!:0!!'-4:!-5 
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reversed their downward trend. It was at this time that the move. 
ment to reopen closed banks began, that legislation was passed to 
reli4:'ve strained farm mortgage and urban residential mortgage debt 
conditions, and that extensive outlays for work relief were under­
taken. These and other happenings made possible the diversion of 
a larger proportion of many individuals' incomes to long-postponed 
purchases of consumer goods. National income assumed an upward 
trend and commodity sales in many lines began to rise markedly, 
thus provi.ding the circumstances that produce increases in consumer 
debt. 

Beginning in the late spring of 1933{ automobile sales led the ex­
pansion in the sale of consumer goods. Other consumer durable 

INDEX NUMBER$ (1935-39 •100) 
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Figure D.-Indexes of consumer debt in the United States, 1929-41. 

goods of comparatively high unit cost also were sold in enlarged 
volume. These included washing machines, ncuum cleaners, and 
mechanical refrigerators. Sales of the latter soon exceeded past 
peaks, since the mechanical refrigerator was a comparatively new 
product in 1929. · 

These goods typically were bought on long-term contracts with 
low down payments. Thus, rapid increases i.n sales were accom­
panied by concomitant increases in the volume of debt owed to 
Installment-finance companies. Increases in debts due merchants on 
open account soon followed, though in some lines the downward 
trend continued for a time. For cash-lending agencies as a group, 
outstandings due from borrowers did not nse until during 1934. 
Outstandings due on professional services also did not show increases 
tmtil that year. . , 

Once under way, the expansion in consumer debt, as measured by 
year-end outstandings, continued through 1937, the peak being 
reached in the spring of that year. Outstandings dropped in 1938 
in response to lower sales in 1937 and 1938, but· rose again in 1939 
and, reflecting record sales in some lines, reached a new high level 
of 9.6 billion dollars in 1941. Reductions in the amount of down 
payments. lengthening of the debt contract, and extension of install-
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ment and charge-account syst€ms to more retail outlets, as well as 
increases in sales volume, contribut€d to the increases in consumer­
debt outstandings. 

Since consumer debts are compiled largely from information sup­
plied by creditors, they are broken down into obligations owed to 
(1) ret~il merchants, (2) se~vice cre4itors, (3) installment-finance 
compames, and ( 4) cash-lendmg agencies. All four classes of debt 
followed a pattern roughly similar to changes in the dollar volume of 
trade, declining in the early thirties and expanding in the lat€r 
thirties, but there were marked differences in the timing and ampli­
tude of these fluctuations. Fluctuations in consumer outstandings 
are numerous and differ greatly from commodity to commodity, from 
one p£>riod to another, and among.different types of financing agen­
cies. In this analysis, only the broader movements will be given brief 
treatment. . 

Under the retail-merchant classification are included apparel, food, 
drug, hardware, and jewelry stores, general merchandise stores, 
furmture and household-equipment stores, fuel and ice dealers, auto­
motive dealers, and miscellaneous retail outlets. The service credi­
tors include physicians, surgeons, dentists, and others engaged in 
the curative services, funeral directors and embalmers, hospitals, law­
yers, laundries, and cleaning and pressin~ establishments. The third 
group of consumer creditors is comprisea. of installment-finance com­
pani«:'s. The fourth group is made up of credit unions, industrial­
banking companies, regulated and unregulated small-loan companies, 
pawn brokers, and miscellaneous lending agencies. 

B('ginning in 1930, sales of automobiles, refrigerators, gas and 
«:'lectric stoves, radios, furniture, other household appliances, and 
otht>r types of consumer durable goods soon declined to a level where 
the debts incurred on new purchases were below the collections pay­
able on existing installment accounts. This process continued 
throul!h 1932 with the result that the unpaid amounts due install­
nwnt-finance companies were reduced to two-fifths of their 1929 out­
Ftandings. Reductions in the sums due merchants on open-book 
aecounts occurred more gradually. Purchases on a deferred-payment 
bn~is W«:'t'e continued for a time at clothing and d«:'partment stores. 

Contributing also to the delay in reduction of this class of con­
Fumer debt was the virtual absence of any specific requirements for 
p('riodic payments in many open-book credit account$. Differences 
in the time and degree of reduction in outstandings also arose from 
C"hanges in the character of the goods purchased in this manner. 
Purehases of Cf>rtain durnble commodities, such as automobiles or 
r·t•frigt•rators, could oftf>n be postponf>d. Other products, such as 
food and drugs, were more nearly indispensable. Consequently the 
tldlts that. consunwrs owed food and drug stores continued to inc:ease 
during 1930 and 1931, after most other consumer debts had declined. 
Tak('ll as a whole, howe'\"t'r, year-end outstandin!lS of open-char(J'e 
an·ounts of l't'tail mt'rchants showed annual decline~ for 4 consecuti~e 
~·pars following 19:!9, as shown in table 13. 

~imilarly, a de<.·line in the dt'bts owt'd service creditors set in after 
l\ .. 2\} a1.1d ~o~1tinu«:'d through 1933, despite the fact that payments on 
many mdmdual accounts were dt>layed. Even in the curative ser­
,.i~·«:'s, many ronsumt'rs., faced with diminished incomes, dispensed 
w1th all but what tht'y deemed in1mediat€ly essential dental, medical, 
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and surgical services. There were fewer new accounts to replace 
those that were being paid off or written off and outstandings accord­
ingly declined until th.is condition was reversed in 1934. Debts 'owed 
cash-lending agencies declined from 1929 through 1932. It is note­
worthy that when loans at low rates of interest were made availablt> 
in 1931 on veterans' bonus certificates, they had the effect of reducing 
outstandings with cash-lending agencies but, by providing the means 
of making down payments on automobiles or other durable commodi­
ties, they stimulated installment-company financing. Such new 
financing, however, was short-lived and msuffieient to offset the down­
ward trend in outstandings under way at that time. 

The consumer-debt aggregates pre8ented in this study contain a 
small amount of producer debt which cannot easily be excluded, 
especially when, as in the case of automobiles, a product may be used 
for both production and consumption purposes. Such producer debt 
is believed, however, to be a relatively small part of the total consumer 
debt. 

It is perhaps quite significant, when viewed from the standpoint of 
economic stability, that once the downward trend in consumer-debt 
outstandings set in during 1930 it proceeded at an accelerated rate. 
The decline of 9 percent in 1930 was followed by declines of 14 percent 
in 1931, 26 percent in 1932, and 6 percent in 1933. Similarly, once the 
upward moYement started, it gained momentum, expanding 12 per­
cent in 1934, 18 percent in 1935, and 24 percent in 1936. After ex­
panding at an unabated rate during the first quarter of 1937, consumer 
debts declined later in that year and duri11g 1938. The year-end out­
standings for 1937, which show a gain of 12 percent over 1936, conceal 
the marked expansion and contraction occurrin~ within the year. The 
decline which began in April or May seems to nave gained momentum 
late in 1937 and early in 1938. This downward movement was fol­
lowed by an upturn in consumer debt which amounted to 7 percent 
both in 1939 and in 1940, and to 8 pPrcent in 1941. 

The consumer-debt totals presented in this study are carried over 
into the net debt aggregates shown in table 1. This leads to some over­
statement of outstanding net debt, since, under our definition of net 
debt, debts are to be included only once. in the net debt totals even 
though they may be incurred and recorded at several stages in the flow 
of savings to the end-borrower. Insofar as the cash-lending agencies 
are concerned, the duplicating debt has been for the most part ex­
cluded, since the liabilities of all banks, including all private banks 
reporting to the Comptroller of the Currency, are not included in the 
gross debt totals. 

The extent to which -professional service practitioners, merchants, 
and installment compames have gone into debt specifically to obtain 
funds to finance purchases by consumers cannot, except possibly in the 
case of installment'companies, be established beyond a rough approxi­
mation. For this reason, it was decided to carry the consumer-debt 
figures into the net debt totals, though this inclus10n may result in an 
overstatement of net debt by about 5.5 billion dollars for 1929 and 6 
billion for 1940, equal to two-thirds of total consumer debt for those 
years. These figures, however, probably do not exceed those omitted, 
on account of madequate statistics, from other categories of indi­
viduals' indebtedness. Since consumer debt is included for all the 
yf.'ars, the error for trend is comparatively sma1l. 



CHAPTER IV 

THE CHANGING STRUCTURE OF DOMESTIC 
INDEBTEDNESS 

A rounded analysis of the domestic-debt structure must treat the 
pattern of indebtedness not alone from the borrowers' point of view but 
also fr·om the standpoint of the lending a~encies whrch supply credit 
for industrial and commercial purposes. For this analysis we require 
infor·mation on the ownership of evidences of inrlebtedness and on the 
voluuw of service charges required to maintain the debt structure 
in normal condition. The present study does not give information on 
(M>t ownership in detail but supplies summary tabulations which may 
be used to gain a rough picture of the concentration of debt ownership 
iu key financial institutions. Similarly, the information on interest 
rates and interest char~f's which is presented below is necessarily 
approximate and is valuable chiefly for indicating general magnitudes 
and trends. 

INVESTMENT HOLDINGS OF BANKS AND INSURANCE COMPANIES 

Banks in the United States, including national and State banks, 
trust companies, mutual-savin~ banks, and private banks, held 37 
billion dollars, or 29 percent, of the public debt and the private long­
term debt outstanding in 1940. These holdings are in addition to 
Rl!l'ieulturalloans (not secured by farm land), commercial and indus­
trial loam;, and all other loans, many of which are short-term or are 
not classifit•d by banks as securities or mortgages. 

Table 14.-Net Public Debt and Net Private Long-Term Debt Held by Banks, 
Life-Insurance Companies, and Other Investors, 1929, 1939, and 1940 

T 

Totlll holdings Banks companies Other investon 1 

Item 

111291193911940 111291193911940 1929 119"30 11940 19211 1193\},1940 

Millions ot dollars 

l'nit~l ~tat~ <lo,~rn· I \ I I I - I I 
m~nl Md Fedt1111 
llllt<llr)' . --- ...... --- 15, fillS 34, 762 36, 296 (, 018 19, 21~ ~.I~ 3l) i, CJ8.l 5, li8Ul,360 10, 4b9 10,632 

!Stat.-. . r<lUDt)', and I i I 1 I I I 
nmmctp&l . ------·· IS. 714 16,())3 16.211 I, 737 S, 003_ (, ZlO 6« 1,641 l, Tn,U, 433 10,45910, 2!4 

CorpOtll\4' .......... 45.316 41.4;4 41,6Y210,5ll5: (,27113,673 4,3M 7,T.4: 8,Zl530,42729,4~'1129,7t!-t 
Fsrm mort~------· ~.6;ll UIOI 6.M:II 91171 51~1 534 2,1~ 81!71 87416,..)2il. 5,504: 5.t13 
l,rhtWI'tllll-$itll\4'mort· I I I 1 

Clll!t ............. SI,61S 36.062 ~1 0,388, 8,335 8.61!0 (,im (,331 4,MOl7,Ull3,311613,Gl7 

~~MI~blir&ndl I ~~~ rTIT 
klll~-lAifm pnn.IAI! , . . . 
d;,bl .............. II i7 I' 11 'l: 837 36 5 • • 

I 
u I:IS.2 .t , ,64 36,31, 37,%77.1l,153tt,7t721,oto77,1~611.3t.IIIII,MO 

. I I I I I I I I I 
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Table 14.-Net Public Debt and Net Private Long-Term Debt Held by Banks, 
Life-Insurance Companies, and Other Investors,1929, 1939, and 1940--Continued. 

T 

Total holdings Banks companies Other investors 
Jtem 

19~ 11939,1940 1929 1 193911940 1929 11939,1940 192911939l~ 
Percentages of total holdings 

United Stat~ Govern-
ernmentand Federal 
a~ency .....•••••..... 100.0 100.0 100.0 25.6 55.3 55.6 2.0 14.6 15.4 72.4 30.1 29.0 

State, . ~unty, and 
100.0 100.0 100.0 12.7 24.4 26.1 4.0 10.2 11.0 \ 8.3. 3 65,4 62.9 mumctpaL ••••...... 

Corporate .•••••...•.•. 100.0 100.0 100.0 26.2 10.3 8.8 II. 7 18.7 19.8 67.1 71.0 71.4 
Farm mortgage ........ 100.0 100.0 100.0 10.4 7. 5 7.8 21.8 12.8 12.8 67.8 79.7 79.4 
Urban real-estate mort· 

gage ................. 100.0 100.0 100.0 29.7 32.0 32.3 15.2 16.6 16.9 55.1 51.4 50.8 

Total net public and 
long-term private 
debt ............... 100.0 100.0 100.0 23.0 28.9 29.1 10.5 15.7 16.4 66.5 55.4 54.6 

Source: Reports of the Federal Reserve Board, Comptroller of the Currency, and Association or Life 
lllSilJ'ance Presidents. 

In 1940, banks held 32 percent of outstanding urban real-estate mort­
gages, 26 percent of the net State and local debt; and 56 percent of 
the net debt of the Federal Govermnent and Federal a~encies. Banks 
held a larger proportion of the total outstandings ot each of these 
debt classes in 1940 than in 1939 and 1929. Their proportion of urban 
real-estate mortgages held in 1940 showed a small increase over 1929, 
while the ratio of holdings to net outstandings of Federal, State, and 
local government securities in 1940 was twice that of 1929. In absolute 
amount, bank holdings of United States Government and Federal 
agency securities increased from 4 billion dollars in 1929 to 20 billion 
in 19!0. For the same years, State and local government security 
holdings increased from 1.7 billion to 4.2 billion. 

Bank holdings of corporate securities and farm mortgages in 1940 
were smaller than in 1929, both in proportion to total outstandings 
and in absolute amount. It should be noted, however, that a part of 
the decline shown in corporate-security holdings is due to a change 
in the basis of reporting by banks and to an increasingly common 
banking practice of making direct long-term loans to corporations. 
These are classified as commercial and industrial loans. Such obliga­
tions of corporations appear, however, in the net corporate debt out­
standings presented in table 6, since long-term corporate debt em­
braces both funded and unfunded long-term debt. In absolute amount, 
bank holdings of urban real-estate mortgages also were lower in 1940 
than in 1929, though relative holdings were somewhat higher. 
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Table 15.-Estimated Distribution of Tax-Exempt Securities, by Cla.ss of Holder, 
as of June 30, 1937-40 ' 

[Io billions of doll~rs]' 

Wholly tax-ex~ropt securities Partially tal-exempt securities 

Securl- Be curl· S~ri· Seeuri-
ties of ti~s ol ties of ties of 

All Securl- Federal State Securl· Federal Federal 
tax- iostru· aod local lnstru- lnstru-
ex- ties of mental- govern· ties or mental· mental· I tero and year the the eropt United I ties roents United ities itiesoot 

secu- Total States gua.ran- and or ToW States guaran· guaran· 
rities Oov- teed by terri- Oov· teed by teeil by 

the tories the the ern- United and in· ern· United United roent States sular roent States States 
Govern· posses- Gowrn· Govern-

roent sions roent ment 
·-----· ----------,--------

TOTAL AMOUNT OUTSTAND!Nfl 

19~7 .......................... 65.6 36.6 15. 1 2.2 )9. 3 29.0 20.7 8.3 
--·--·o~i J~:IR .......................... 6.3.9 35.0 13.5 2.2 19.3 28.9 23.1 5. 7 

1~:19 ......................... 67.7 34.7 12.8 2.1 19.8 33.0 27.1 5. 7 .2 
IV40 .......................... 70.2 35.0 12.9 2.1 20.0 35.2 29.5 5.5 .2 

HELD BV'IlOVERNliENTAL 
FUNDS, JITC,I 

1937 .......................... 15.1 8.6 u .8 4.3 6.5 2. 5 u 
IY:lS ..•••••••••••••••••••••••. 13.8 9. 9 4.6 .8 4.5 3 9 2. 7 1.2 
19:19 .••••••••••••••••••.•••••• 14.3 10.8 6.5 .8 u 3. 5 2.9 .6 --·····:i 1940 .......................... 15.4 IU 6.0 .8 4.6 4.0 3.6 .3 

TOTAL AMOUNT PRTV ATEL f 
BIILD 

1937 .......................... 50.6 28.0 11.6 u 15.0 22.5 18.2 4.3 -······:i 1~:1~ ......................... 60.1 25. i 8.9 1.4 us 25.0 20.4 u 
19:19 ......................... 53.4 23.9 7.3 1.3 15.3 29.5 24.2 5.1 .2 
1940_ ......................... 54.8 23.6 6.1) 1.3 l5.4 31.2 26.9 5.2 .1 

II!LI) Bf ALL ACTIVE llANKS, 
IIXCKPT MUTUAL SAVINGS 
BANK$ 

1937 .......................... 17.7 9.0 5.9 .3 2.8 8 7 6.5 2.2 .. ..... :i 
1~:!8 .......................... 17.S 7. 7 u .3 2. 8 9.6 7.1 2.4 
1\l:l~---··-········--------···- 19 .• 7.3 3.8 .3 3.2 12.1 8. 7 3.2 .2 
111-10 .......................... 20.7 7.6 8. 7 .3 3.6 13.1 u 3.6 .I 

HltlD BY Kt:TTUAL SAVIN"9 
ll.t.NI!S 

1937 .......................... 3.2 1.1 .3 .8 2.1 u .2 
1~:!8 ......................... H .9 .2 . 7 2. 5 2.2 .3 
1~:19.- ........................ 3. 7 .9 .3 .6 2. 8 2.4 .4 
11140 .......................... 3.7 .II . s .6 u 2.3 .6 

HELD llf INSl"RANt'l 0011• 
P.t.KIIIS 

1937 .......................... 6.8 1.1 1.1 1.8 I. 7 3.1 .II 
1938 .......................... 7.1 2.7 . 8 1.9 4.4 3. 7 . 7 
1~:19 .......................... 7.8 2.6 .6 2.0 5.2 4.6 .6 
11140 .......................... u 2.5 .. 2.1 5. 7 5.2 .5 

1 Tax..-x~mpt securitiM ooropri!ll' all wuritiM th~ interest on which is wholly or partially exempt from the 
Ff'deral iMoroe tal. Tbf total aroowtt outstandu~,g of tal-exempt securities of the !ll'veral borrowen ditfers 
from the rro . ..s iud~ht..dn!'SS of tht>Se borrowers in that tht former excludN noninterest debt aod taxable 
IJHIII'I'.~t-ll!'&J'mJ d~ht, hotb of which are included in the gross indebtedness of the borrowers. The total 
atnt>Wlt pri\-atl'ly hrld dttMs from the net indebtedness ot the borrowers in IIE'veral additional respect&. 
Thf former is d~ril'f'd by df'dUNllll! frOID the t(lt&J amowtt of tal..-xero~;>t SI'CUI'itirs outstanding the amount 
ot !ill m..-xfmpt Wlll1tit>S held by ,overnrorntal funds, aod so on. 1\et indebted.ools, on tbe other hiUld, 
Ill dl'l't\'Nl by df'durtt!lj! from thf gross indebtedness au amount llQWI'IIlent to the total vol~.~~~~e ot sln.b'n&· 
fwtd a."""ts ol tht respt'('tif~ borrowtrs, but roalrt>S no allowllllCI' for any other publie 8SSE'U. 

I llt'OIItl!ll' th~ fi,urf'O 10 this tablf are roundNI to hundreds ot milliooa ol dollars, they will not _.ny 
Wot •·1th olhl'f puhh,;bNI tl~ures on tu-extmpt ilt'<'Unlles. 

1 Comprt!O'S st'('llnllN btld by (I) ll. s: Oofl'fllDlffit, (2) Federal arenoes and t:rost funds, indudJ.nc 
E1rharli-t t.<tat>tl~t:au,"' }'und but excluitinc indmduallndia,o trustlunds, (3) Federal a_.,.e biU!U, 
W Jomt-stock land t>anks, 1.11d (5) &Dli.n&, trwl., and investment funds ot SI&IAI and loeal aovel'lliiiCIII.I.I 
and ot 1<'111toneli and insular JlQSSt'ISSIODJ. 

llourot: Tnit.surJ ~L 
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Table 15.-Estimated Distribution of Tax-Exempt Securities, by Class of Holder, 
as of June SO, 1937-40-Continued 

ltt>m and year 

All 
tax­
ex-

empt 
secu­
rities 

Wholly tax-exempt securities Partially tax-exempt securities 

Securl· Securi­
ti~s of ti~s of 

Securi- ~ederal State 
ties of mstru- and local 

the m~ntal- govern-
United 1ties ments 

Total States guaran- and of 
Gov· teed by terri­
em the tories 

me~t ~~~~ a~~~~~-
Gov~rn· posses· 

ment sions 

Securi· Securi­
ties of ties of 

Securl· ~ederal ~ederal 
ties of mstru- mstru-
the mental- mental· 

United !ties !ties not 
Total States guaran· guaran· 

Gov· teed by teed by 
ern the the 

me~t ~f~::~ ~r~~~ 
Govern· Govern-
ment ment 

-~-----1--------------------
UBLD IIY CORPORATI.O NS 

OTHER THAN JUNKS AND 
INSIJRANCE COMPANIES 

1937 ~ ~ ........................ 2.8 1.8 1.1 .1 . 6 1.0 . 7 .3 -- .. ---~ .. -
1938 .......................... 2. 6 1.5 .8 .1 .6 1.1 .8 . 3 ___ ......... 
1939 .......................... 2. 5 1.3 .6 .I .6 1.2 . 9 . 3 ____ .......... 
1940 .......................... 2.4 1.2 .6 .1 . 5 1.2 1.0 . 2 ~ ~ -~ .......... 
HELD RY TAX·EXEMPT IXSTI· 

TUTIONS OTHER THAN MU· 
TUAL SAVINGS RANKS 

1937 .......................... 1.0 .6 .1 .. .... : .. .5 .4 .3 .I ~ .. ~ .......... 
1938~~---·----··-------------- 1.0 . 6 .1 

~ ~ -~-----
.5 .4 . 3 .I -- -~ ......... 

19:!9~ ....................... · •• 1.3 .8 .1 ___ ........... • 7 .5 .4 .I ~ ................ 
1940 .......................... 1.3 .8 .1 -------~- . 7 .5 .4 .I ~ ................. 

HELD BY ISDIVIDl' AL~ 

1937 __________________________ 
19.0 12.4 2.9 1.0 8. 5 6.6 5. 7 . 9 w---·-•-• 

1938. -----·--·---------------- 18.7 11.7 2.4 1.0 8. 3 7.0 6. 3 . 7 ------·-· 
1939 .......................... 18. 7 11.0 1.9 .9 8. 2 

,_, 7. 2 . b ........ -...... 
1940 .. ------------------ ..... - 18.5 10.6 1.8 .9 7. 9 7. 9 7.5 .4 ~-- ............ 

In 1940, investment holdings of net public debt and net long-term 
private debt by the larger life-insurance companies, representing about 
95 percent of the holdings of all life-insurance companies, total('d 
21 billion dollars, or 16.4 percent of total outstandings. This com­
pares with 37 billion, or 29 percent of outstandings, held by banks. In 
absolute amount, holdings of life-insurance companies in 1940 were 
below those of 1929 in only two categories-farm mortgages and urban 
real-estate mortgages, but the percent of holdings to total outstandings 
of the latter for 1940 was slightly above that for 1929. 

In each of the other classes of securities presented in table 14 life­
insurance-company investments in 1940 were greater in amount and in 
percent of total outstandings than in 1929. In 1940, their holdings of 
obligations of the United States Government and Federal agencies 
reached a new peak approximating 5.6 billion dollars, compared with 
320 million dollars for 1929. Investments in State and local govern­
ment securities totaled 1.8 billion, or slightly more than three times the 
investments in these securities in 1929. 

Table 16, showing the mortgage debt on 1- to 4-family urban resi­
dential properties classified according to principal lending agencies, 
and table 11, showing farm-mortgage debt similarly classified, present 
additional information on the holdings of these types of debt by prin­
cipal investor clas....;;es, Perhaps the most important change occurring 
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in the investor holding-s of farm-mortgage debt was. the increase in 
holdings of Federal land banks and Land Bank Commissioners from 
1.2 billion dollars in 1929, equal to one-eighth of total outstandings, to 
2.6 billion, or two-fifths of outstandings, in 1940. Similarly, the trans­
fer by banks, insurance companies, building and loan associations, and 
other private investors of :3 billion dollars in urban residential real­
l:'state mortgages to the Home Owners' Loan Corporation constitutes 
an important occurrence in this field. By the end of 1940, the Home 
Owners' Loan Corporation holdings had been reduced to about 2.0 
!Jillion, or to slightly more than 10 percent of the outstanding mort­
gages on 1- to 4-family urban residential property. 

Table 16.-Estimated Outstanding Mortgage Loans on Urban 1· to 4-Famil1 
Homes, by Type of tender, 1929-41 

[Millions of dollrm) 

Year Total 
Savin~s lnsuran~ Mutual Home 
~~~~! com· savmgs Commer· O~~rs' d~~~i~~d 

two~ pan1es bws ctal bws Corpora- others 1 

tion 
---------1----------------
lll211.___________________________ 2l.Oiill 
1~:!0_ ••• ------------···--·-----· 21, 3.\M lu:n _____________________ .. _____ 20, 6S5 
1\1:!2 _____________________ .. _____ 19,242 

wa:t .•• --------·---------··--·- 17,878 
1\1:14____________________________ 17, !157 
)!l;l.~---····-··--·---------······ 17,510 
I\GIL___________________________ 17,2'.!.5 
l~:l7 '-·- ---.- ··-- --------·------ 17, 344 
l~:!H __ ,,, .... ___________________ 17,646 

1u:1w_ •••• ----······------------ _ 18,216 
W41L- •• ·--·--··---····· .. ··--·- IU, 12:l 
1~41. •••••• _____________________ 211,008 

6, 507 
6,1112 
s. s:lO 
6, 148 
4, 437 
3, 710 
3 2'<3 
a:2:l7 
3,420 
3, S55 
3, 7.'i8 
4,1114 
4,4jg 

1,626 
I, i:l2 
1, 775 
1, i24 
l,Sf!IJ 
1.m 
1.~1 
1, 245. 
1.216 
1, 320 
1,4\JO 
1, 7.58 
2,058 

3, 225 
3, 3(X) 
3, 3i5 
3, 3i5 
3,~1() 
3,1MXl 
2,8.10 
2, 700 
2. 700 
2,670 
2.AAO 
2, iiXl 
2,720 

2, 500 -------·--
2, 524 •••••••••. 
2,145 ----------
1, !195 ·····-----
1, 810 132 
l,l8U 2, 379 
1, 189 2, 8~7 
1, 2:!0 2. 7&3 
1, 4HO 2. 398 
1, 600 2.169 
1, 810 2,038 
2, o,s 1, 9S6 
2, 380 1, 781 

7,200 
7, 4(Wl 
7. 51X) 
7,(1()0 
fl, 7(XJ 
6,~ 
6,(MXJ 
6,00) 
6,180 

• II, 332 
6,«0 
6,510 
6,590 

I Inclul\e.~ flduelariPs, trust departments of commercial banks, philanthropic and educational institution1, 
lratem~l ornnitatlons, real-estate, bond, title and mortgage, and construction companies, the R. r. C. 
Mortglll!~ Company, and so on. 

Souf'C)P: ni1•ision of Economic Resl'art'll, Fede!lil Home Loan Bank Board. 

DEBT AND I~'TEREST 

INTEREST PAYABLE 

The concept of ''interest payable," as used in this study, is intended 
Heither as a measure of interest actually paid nor as an indication of 
the rate of return or yield of bonds and mortgages sold at various 
pri('('s above or below par. It is intended simply to indicate the 
amount of interest accruing and payable under the terms of existing 
debt contraets. An interest total-Of this kind is useful mainly in 
that it indieates the volume of fixed charges pavable compared with 
the income or asSt•ts of a debtor or a class of d~btors. The interest­
JIIl~·able totals do not include amortization of debt discount and 
t>Xpt•nse. 

It may be ob~n·ed that private short-term debts are excluded from 
the intert>st-pa~·able computations. Short-term debts are excluded 
!Jt><·auSt> no intt>l't'st, as such, is explicitly paid on son!e types. of 
short-term dt>Lt, a~ for example, open accounts of reta1l establiSh­
~ut>nts. Otht>r typt•s, ex~mplitied by aceounts payable, do not bear 
mtt•rest unlt>ss payment 1s deferred beyond a giVen date, when some 
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accounts become subject to an interest charge1 others to a loss of thC' 
privilege of discounting the face amount of the accounts payable. 
Still other types, as1 for example, the debts incurred in connection 
with the purchase ot automobiles and other relatively durable mer­
chandise, bear interest, but the interest charges may be so inter­
mingled with other charges and payments that the segregation of 
interest from other charges is not always possible. 

The classes of private debt on which estimations of the rate of 
interest and interest payable have been made comprise the long-term 
debts of railway, pubhc utility, industrial, and financial corpora­
tions, the mortgage debts of farmers, and the commercial and resi­
dential urban real-estate mort~age debts of individuals and other 
noncorporate borrowers. Pubhc debt for purposes of interest-rate 

·and interest-payable analyses consists of the short-term and long-

t4or-~~--~~:~~--------------~----------~ ,..._..., ··· .... . 
~' ' ... ,... ........ ~URBAN REAL-ESTATE MORTGAGES 

,l NONFWLWAY I ... ..::."': 
120 r----=~~~~o~~~n~oN~s _____ ~~··~~----------------------4 

RAILWAY CORPORATIONS"' 

toor--.--~==~~==~~----~~~~~~------~ 

Figure 10.-Indexes of interest payable on components of long·term private debt, 1929-41, 

term int('rest-bearing debt of the Federal, State, and local govern­
ments. Only non-interest-bearing public debt is excluded from these 
computations. 

Interest payable is shown on both a gross and a net debt basis. 
The function of estimates of interest payable on gross debt is to 
depict the aggregate of all interest payable. It is then possible, by 
taking the difference between gross interest payable and net interest 
payable, to measure the amount of interest payable by one affiliate 
to another within the debtor units, and thus to determine the interest 
payable on duplicating debt, as previously defined. The rate of 
mterest applied in estimating gross interest payable is based on the 
rates paid on publicly held obligations. This may lead to a slight 
overstatement of intercorporate interest payable since the rate on 
some intercorporate obligations is only nommal. 

Interest payable on net public interest-bearing debt and net private 
long-tenn debt was 5,122 million dollars at the end of 1941. This 
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was higher by only 58 million than interest payable in 1939, des\)ite 
a rise of nearly 26 billion dollars in debt, and lower by 1,101 millwn, 
or 18 percent, than interest payable in 1929t despite a rise in out· 
Htandings of nearly 37 billion. Sucl1 a declme in interest payable 
in the face of a growth in the volume of outstandings can only be 
explained by the pronounced decline in interest rates together with 
the change in the composition of total debt during these years. 

INDEX NUMBE~ (193S• 39•100) 
175 

150r-------------------------------------------~ 

I 
I 

··----....... I 
&or-----------~ ... ~--~--------------------------~ ,, ..... 

<~~o,j 'rEDERAL AGENCIES 

Figure 11.-Iudesea of lntereat payable ou component& of public debt, lll!t-4:1. 



Table 17.-Net Public and Net Lone-Term Private Interest-Bearing Debt, Average Interest Rates, and Interest Payable in the United States, 85 
1929-41 

Item 11129 I 1930 I 11131 I· 11132 I 11133 I 1934 I 1935 I 1936 I 1937 I lll3~ I 19311 l Hl40 I 1941 

Volume of debt outst~nding (millions of dollars) 

Toto.! net long-term debt •.... ----------------------------

l'uhllc dPbt. __________________ ---------------------------------- _ 
l•'edt•rfll and Fedorol agoncles •• --------------------------------

Fcdt•mL .... ______ ---------------------- __ ------------------
}'odt,.al fllliODCI~s __ --- ••••• ------------------------ .. ---- __ _ State and local governments __________________________________ _ 

Prlvnt" debt.---~. ____ . ____ . ____ . __ ---------- _________ ------ _______ _ 

~~~~!!';;:~~~~~~=: ::::::::::::::::::::::::::::::::::::::::: =::-
Urb!W mort"age. _____ ---------------------------------------

~~~· 2:l~ 120,401\ 121. ~~_!120, 193 117, IIIlO 115,277 115, 112i'_ 117,566 !120, 880 ~~3:_ 4><3 126, 24\l 128,004 _242, 4';!! 

2~, 61\6 29.371 32, 2:!7 34, 6711 37, On:! 3~. (](J2 40, 4~1\ 44,31\2 4fl, 1211 47, 31111 49, 8"4 I\ I. 472 63, !!07 
15,4211 1/\, 1311 Ill, 7113 18,356 20, 663 22, 545 25, 1Hl3 2S, 7!13 30, 7:!9 32, 0\Xl M, 266 35, fi:H 410, 100 
l:i, \173 13,365 15, 0102 16, 729 18, 746 17, tlllO 19, 4:lll 23, tnl9 25, Ot\1\ 21\, Oi\7 27, 5411 2~. 970 40, f\12 

1. 753 1. 774 1, 7ll 1,1\27 1,1117 4, ~55 5, 574 5, 754 5,1173 6, ma 6, 717 B, 801 7, .s54 
1:!,240 14.232 15.444 16,320 tl\.340 15,457 15,4K:l 15,.'\);9 1.~.:mo 15,270 15,618 15,641 15,641 
80, 5M Ill. 034 1011, J2l< 85,517 ~. 6S7 77,275 75,141 73,214 74.751 76,12.1 76,327177,361 78, 66:! 
11,541 11,795 11,778 ll,IIOO 11,sm 11.~62 ll,7f>3 12,oa8 12,013 12,018 12,012 12,014 12,013 
33,775 37, 142 36,2411 34,945 33, 51<:! 30,966 29, 8K4 2!!, 3:.!3 30,073 31,410 31,343 31,709 32.230 
II, 630 II, 4511 II, 214 il, 6:~ 7, !!!!7 7, 7~1\ 7,1140 7, 3\10 7, 218 7, OK4 6,1110 6, 821 6, 7'11.7 

31,618 32,638 31,S~7 30,034 27,35fl 2£;,661 25,'11.H4!25,41\:l 25,447 25,611 26,062 26,817 27,633 

Average interest rates 

Totalnetlong-termdebt___________________________________ 5.3471_5.~_5.118511~ 5.020 ~~-4.463\ 4.30:~ . .J~lllll! 4.073. 3.88~~ 3.784 3.5115 

Public debt ________________________________________________________ 4.264 , __ 4. 188-4.105-3.978 ---a:745 s. 4o2 '--a:l013:o10T2.%1 2. 986 2.8ooJ' 2. 789 2. 670 

l<'ed!.!!',\!~?-~~~~-r~-~~~~!~~:========:::====:=====::===:=:==:: ;:~ ~:~~~ ~:~~~ u~~ g;i~ ~::~ ~:~! ;::~g j i::2~ ~:~ll ~:~~ ~::~~ i::~ 
Federal agencies ____________________ -----------------------· 4. 650 4. 550 4. 5110 4. 200 2. 700 2. 580 2. 31\0 2. 170 2. 100 2. ti!O 2. 2110 2. 250 1. 902 

l'rlv';.\~ts::t~-~~~-~~-~~~~n~:=:::==::=::::===:::=::::=::::::=::· g~g g~g g~g g~g ~:~~g I !:!~g t:~~ ~:~~ ::~~g !:g~ ~:~;i& !:gg& !:~~ 
Railway ____ -------------------------------------------------- 4.670 4.620 4.670 4.640 4.61!0 4.5110 4.600 4.550 4.500 4.41>0 4.500 4.500 4.500 
Nonrailway___________________________________________________ 5.420 5.460 5.4t;{) 5.460 5.4110 5.400 5.310 5.140 5.0701 4.1\KO 4.31\0 4.250 3.610 
Farm mortgage________________________________________________ 6.000 6.000 6.000 6.000 5.800 5.500 5.100 5.100 5.000 5.000 5.000 5.000 4.1140 
Urbanmortgage______________________________________________ 6.500 6.500 6.500 6.500 6.500 6.300 6.100 6.000 5.SOO 5.500 5.200 5.100 6.0(](1 

Average interest-rate index (11135-39 = 100) 

'1'otolnetlong-termdebt. .. __________________________________ ~-127.5~~~~ 123.111 120.0 --~~~-' 106.6 102.81 100.3 ~~~~~ 
Public debt ..... -------------~------------------------------------- 142.7 ~~137.4~133.2~125.4113."'91103:'8 ~~-----;}8.8 ---w:IJ\i'il.'7 -_93' 4 ~ ' 

Federol and Federal agenCies .... ------------------------------- 159.0 152.8 147.1 1139.2 127.5 114.0 · 99.6 98.4 1!8.1 102.4 101.5 100.3 96.4 
l<'ederaL____________________________________________________ 152.:.! 145.6 1311.8 132.3 128.0 114.9 1111.2 119.8 99.7 100.4 100.9

1 

911.6 117.8 
Fedt>ralag"ncy _____________________________________________ 203.4 199.0 200.8 133.7 118.1 112.11 103.2 94.9 111.9 1011.8 100.2 98.4 83.1 

Stateandlocalgovernments ____________________________________ 110.8 110.3 110.1 110.8 110.1 109.1 106.7 103.5 lOLl. 97.4 91.3 85.2 82.8 



J'rtYAI# ,,.ht ............ -·-- ...................................... _ 
fCJiliJWR,. ___ ... ·--• ·--· --- .... ____ .. ------------------------- _ 
NonrAffw"'y . ------------------------------------------------ · 
F"'rm mMf-VAVP _. __ . _ .-. __ - _.-- _ -------------.----- _ ------ _ -- _. 
UrhAD morl«Bll" •. -- •.• -------.---- •• -----------.-----. ······- ~ 

112~21112.41112.41112.01111.2110!!.81106.11104.01101.81 JO:l~ 3 102. 2 lo:l. 3 102.7 10-1.8 101. 5 101.8 100 7 ~- 6 110.3 111.2 111.2 111.2 111.2 Hl9.9 Hl8.1 104.6 10~.2 
1111.0 119.0 JHI.O 1111.0 ll!i.l 109.1 HH.2 101.2 ~.2 
113. II 113. 6 113. 6 113.6 113.6 110. 1 106. 6 104. II 101. 4 

lnt<>rf'st payahl~ (mi11ions of dollars) 

96.31 ~.5 
II.~. 3 
~.2 
110.2 

!12.0 I ~.6 
!I>!!! 
99.2 
110. 9 

M.t I ~.6 
!!II. 5 
~.2 
811.2 

1'15.2 
llll.l\ 
73. -~ 
1111.0 
87.4 

Tnt.alnAtlontr-tMmdPht ...•..•.•..•......•.•....•••••........ 11,2231 1\,41!8! 6,475 6,314 6.0.~ 5,M5_ 5,391 5,2!UI _ 5.30.'\ 5.204 5.011..~ 5,048 5,121 

Pnhll"""ht ..... ~--··~- ·-·-------------------------------· 1,220 1,227 1,3HI l,:lst 1,40ll 1,341 1,'106 1,379 1,402 1,4:\11 1,4Ml 1,4411 1,1199 
FedPrBI "n" FedPra.l Bll!o>Oclea.................................. 6HI 5K2 622 6:J8 670 1149 1\2!< 716 7!>.1 825 870 1<\19 1,1117 

I'P<lf'fiLl ~~-~-·-····-········--·······----········----- 5:\f\ 501 543 570 618 524 4116 5111 644 1174 7111 745 1,02;l 
FP<lf'Tillflll'I'Df'IPO .. - - ~-----·--·-·------------------------- !<2 Ill 711 1\8 52 121\ 1~2 121i 119 151 1M IM 144 

l'lf.At.- And local ~ovr.rnmf'nta~----------------------------------- 002 64.'; 611!1 743 739 6\>2 t\78 ffi) t\:'19 611 AA6 1\47 1\.'U 
f'rlvRI" <lrht ___ ... ~ ...... _ .. ··----- ... _ •• ....••... .... .. .. . ........ li, OO:i li, 2!;1 6, If>!; 4, 9:lO 4, t\2.~ 4, ~24 4, m<.S 3, 909 3,1103 3, 71\8 3,- 3, 002 3, 4~2 

ftBIIWRY ------··---·-·---~-----------------------···-·····- .~:~g 54.~ /\SO M2 5.'>6 544 541 548 1\41 5'11\ 1\41 541 541 
NonrRIIwRy .---·····-····----------·········--------···------ l,!<:J1 2,02!< 1,1179 1,9fl8 1,8:14 l,t\72 1,5!<7 1,4Af\ 1,52.~ 1,470 1,~tif\ 1,3411 1,11\4 
FRTm murl.l!flll'P ·------------··-·--·----···--·----·-----·····-·· 5711 5117 51\,l 618 41\7 42!< 3110 377 31>1 3M 346 '141\ :l:l5 
Urb8.11 morl.j;:81{" ---·····-------·····---------·-··--····----~~-- 2,0Mi 2,121 2,073 1,952 1,778 1,680 1,567 1,.';28 1,476 1,409 1,3.55 1,3ti8 1,3!!2 

Interest-payable lndE'x (193.'r39= 100) 

Total lona-term d<'bt~------------------------------------- ~- 118.5 123.6 123.3 120.3 114.9 107.9 102.·7 100. 1j 101.0 99.1 96. 4 00.2 97.11 

Pobllr,,.ht ... ·-~-~---~-----~------------------------------------ 87.4 87.11 94.6 ll!l~tl 100.9 91\.t 93.6 9!1.8 · 100.4 102.9 104.3 1oa.6 121.1 
Fl'flrraiRn,Ft'ldt>r&l&!l'lmcl..s.................................. 1'11.3 76.6 111.8 8.1.11 1!8.1 !!S.3 82.6 94.2 100.3 10!!.5 114.4 1111.3 1!>3.6 

F'••<lrri\L ... _ ··---------····----------------····-·----~- 8fi.9 80.3 117.0 111.3 911.0 11.1.9 711.6 94.7 103~2 Hlii.O 114.7 118.3 16.1.9 
F!'<l<'ral RII'<'D<'IM ~. .. ~ ~ •. -·-··--------·- .... .......... •.. 00.2 1\9.5 .~II. 0 49.9 38. 2 91.!! !l6. 9 91.8 87.4 110.9 113. 1 113.2 105.9 

Prh·';.',!1~.!'t~r~.~-~~-:':':~~~~:~-===============:::::::::::::::::::: 1::~ ~~u }~~:~ m:g gg~ :?~:~ !i::b !:iU ~~J ~:~ ~u ::u ~== 
H,.llwny ·--·-------~--------------------------------·····---- 1111.6 100.7 101.6 102.0 102.7 100.5 100.0 IOL3 100.0 1111.9 100.0 HIO.O 100.0 
NonrallwRy ................................................... ~ 12.'!.6 1:!7.0 1:!3.6 128.8 12.'!.9 112.9 107.2 98.2 '103.0 99~3 1!2.2 91.0 78.6 
FArmmort"n""----·--····-··--····--·········-·-·---·--··---- lMtl lM.l 1.51.3 141.7 125.0 117.1 100.7 103.1 1111.7 91\.8 114.6 114.6 91.6 
UrbiLD morl¥"11'"~-------------·- ............................... _ 140. 1 144.6 141.3 133.1 121. 2 114.5 106.8 104.2 100.6 96.0 112.4 93.3 94. :I 
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AVERAGE INTEREST RATES 

As shown in table 17, the average interest rate on the total debt 
for all classes covered declined 33 percent over 12 consecutive years, 
from 5.35 percent in 1929 to 3.60 percent in 1941. The largest declines 
in interest rates occurred in connection with public debt. On United 
States Government obligations the rate of interest declined from 
3.919 percent in 1929 to 2.518.percent in 1941. Comparatively mod­
erate declines in the interest rate on United States Government obli­
gations occurred in each of the years during the period 1930-33. 
These declines were followed by sharp reductions in rates, the index 
(1935--89=100) dropping 13.1 points to 114.9 in 1934 and 15.7 points 
to 99.2 in 1935. From 1935 through 1941, the average interest rate 
on United States obligations moved. in a narrow range, about 35 per­
cent below the 1929 level. 

PERCENT 
6 
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Figure 12.-Average interest rate on components of public debt, 1929-41. 

The rate on United States securities used here consists of the average 
weighted rate on all interest-bearing outstandings as of the end of 
the calendar year. Consequently, the interest payable on these obli­
gations reflects the amount payable if all securities outstanding at 
the year's end were outstanding throughout the year. Such amounts 
payable differ from the interest actually paid by the United States 
Government because of the changes in the rates on outstandings 
through refundings, also because of increases or decreases in the 
volume of outstandings during the year. Since increases in Federal 
debt have occurred yearly since 1930, interest payable, computed by 
applying an average rate to outstandings at the end of the year, 
slightly exceeds in each year the interest actually paid. As of June 
30, 1940, interest payable totaled l,OfJ5 million on gross Federal debt1 
whereas interest actually paid during· the fiscal year 1940 amounted 
to only 1,0!1 million. 
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PtJBLIC DFJ!T 

Of all the classes of debt covered in the analysis of interest rates, 
Federal agency securities experienced the sharpest year-to-year drop 
in the average interest rate when the rate on this class of obligations 
fell from 4.2 percent to 2.7 percent from 1932 to 1933. This resulted 
in a fall of the Federal agency int(>n>st-rate index (1935=100) from 
183.7 to 118.1. For the 1929-41 period, average interest rates of 
Federal agency ~curities declined 59 percent. This compares with a 
decline bf 33 percent in the average interest rate on direct United 
States Government obligations, the class of securities experiencing 
the second largest decline in interest rates. 

The particularly large decline in interest rates of Federal al!\'ncy 
securities was due to guarantees, begun in 1933, of the bulk of Fed­
eral agency issues by the United States Government. In 1932, the 
arerage interest rate on Federal agency securities was 4.2 percent, 
compared with 3.4 percent for United States Government obligations. 
In 1941, the rate on Federal agency securities had fallen to 1.9 per­
c\'nt, lower by 0.6 percent than the rate on United States Government 
s(•curities. Two factors account, in the main, for the lower rate on 
Fl\<leral agency outstandings-the existence of United States Gov­
emment securities issued in years past and bearing a comparatively 
high interest rate, which were not subject to call prior to 1940, and 
the proportionately lar~e use by the al!t'ncies of issues not exceeding 
5 years in duration. t;uch issues with near-term maturities have 
had markedly low interest rates in recent years. 

Interest rates on State and local government outstandings did not 
t~hare in the decline obsened for rates on Federal and Federal agency 
securities during the 1929-33 period. Even in 1934, the average in­
terest rate of 4.5 percent on State and local government seeurities 
was little different from the rate of 4.6 for 1929. By the end of 1941, 
it had dropped to 3.4 percent, a de.cline of 25 percent from 1929. Wide­
spread defaults in the securities of local government units during 
1931-33 were not conducive to lower interest rates for this group. 
Also, the impracticability of realizing any material savings in interest 
by refunding small serial issues on whic)l substantial retirement had 
tllreadv been made somt'what limited the opportunity to accomplish 
reduct'ions in interest rates by refunding exishng issues. lntert'st pay­
able by State and local diVIsions on gross debt outstandings of 19.8 
billion dollars and net debt outstandings of 16 billion dollars amounted 
to 673 million and 544 million, respectively, in 1941. . This was ap­
predably below the 763 million and 602 million, respectively, payable 
on a smaller Yolume of outstandings in 1929. • • 

PluvATE DmT 

The arerage interest rate on private long-term debt has experien~d 
a dedin~.> of only 20 percent since 19'29, compared with a detline of 35 
J)(lrcent in public debt. The decline in the average rate of interest on 
outstanding- printe long-term debt differed in tiining and amplitude 
from the dedine in the averag-e rate on public debt. From 1929 throu~h 
193.1, the interest rate on private debt remained almost oonstant, while 
that on public debt dt>Clined more than one-tenth and that on C'nited 
~tatt>s Gon>rnment obligations fell neArly one-fifth. • 
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Unsatisfactory earnings of many corporations kept the rate of in­
terest at a relatively high level for the very small quantity of new 
capital issues marketed, and prevented refundings at lower rates by 
these corporations. For those corporations whose credit warranted 
new capital or refunding issues at lower rates, the frozen condition 
of the securities markets prevented any large-scale financing or re­
financing. 

Outstandings on urban real-estate mortgage debt owed by indi­
viduals and other noncorporate borrowers did not reflect the lower 
rates resulting from the Home Owners' Loan Corporation refinancing 
program until1934. The reduction in interest rates on farm mortgages 
was on too small a volume of outstandings to have an appreciable 
effect on total private long-term outstandings. 

PERCENT 
7.---------------------------------------------~ 

Ftrure 13.-Averace Interest rate on components of long-term private debt, }929-41. 

From 1933 to 1941, the average rate on private long-term debt de­
clined about one-fifth to 4.35 percent at the end of 1941. The decline, 
however, was not distributed evenly amon11 all classes of private 
long-term outstandings. The average rate of interest on railway ob­
ligations was down only slightly principally because of the low earn­
ings of railways but also because of the comparatively low interest 
rates on railway securities obtaining in 1929. The largest decline in 
the average rate occurred on the debt obligations of mdustrial and 
financial corporations, which experienced a decline of one-third during 
the 1929-41 period. Next in point of decline were public-utility ana 
urban real-estate mortgage interest rates, each of which was lower by 
one-fifth. The relatively large decline in· these two classes is due to 
the fact that it began from rather high levels in 1929. For all classes 
of net private long-term debt, interest payable totaled 3.4 billion 
dollars on 9utstandings of 79 billion in 1941, compared with interest 
payable of 5 billion on outstandings of 87 billion in 1929. 



Table 18.-0roaa Public and Oroaa Long-Term Private Interest-Bearing Debt, Average Interest Rates, and Interest Payable in the United 
States, 1929-41 

~ 111211 1 1930 1 1931 1 1932 1 1933 1 1934 1 1;)35 1 1936 1 1937 1 1938 1 1939 1 1940 1 ·~1 
<-• Item l -------------------------------------------------l-----~----~-----.~---v_o,l_u_m_e_~~d-e_b_t_o_u~~-t_a_n_d_in_g,(_m_;_n_io_n7s_o_r_d_o_li~M_s_> __________ ~----~-----

1, .. rut.u:;::_..._.~"tt-wrm_debt_:::~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~: ~::::.: ~::::: 1:::~: 1:~:: ~::::: 1:::: 1:::~: 1::~~'--~-9:-:-:-!~-:-~~--:- 1:::~ ~~::: 1:: 
JledrrBitm<IFederalfti(Mlf'i<'.&----------------------------------- 17,!W!'I 17,604 ll#,.'ll'wl 22,9!13 27,826 37,4-'2 40,492 44.~fo.1 47,1>'9 46,929 49,404 62,5:H 11.'\,9~ 

J'NirrBI -------------------------------------------- 16,029 15.774 17,n2S 20,448 23,4fi0 27,944 29,5\16 33,f¥.11:1 36,715 38,911 41,4fi5 44,4.~8 57.4Sl 
FP<Irnd Rlfi'OdP~ ·- -·-------·----·-··-------------------- 1,1<1;9 1,!'1~10 1,822 2,545 4,376 9,/;(lf! 10,8!16 10,61'>4 10.474 8.018 7,9~9 8,073 8.477 

Flt.Btf>Andlocal~tov('rnm"nta ................................... - 16,700 17,1~>15 19,000 19,3.10 19.518 18,!127 18,979 19,218 Hl,1f,() 19,11\4 19,611 19,8\H 19.810 
J>!1vAIPt1rht_ .... ,. .... : ................... ________________________ 00,.<;1111 10I,!'IIill 99,715 91\,818 00,{).<;,1 SII,6SI! 84,2113 81,7!<.1 8.3,449 M,S2S 84,!il10 85,709 86,8fl0 

lt10IIWR:V ·------------------------------------------------------ 13,415 13,7011 13,6110 13,1\.'H 13,786 13,7AA 13,61\2 13,9\13 13,91\4 13,969 13.1111.1 13,9f>J 13,9fl3 
J'nhlirul.lllt.y _ ------------------------------------------------ 14,467 lli,f\11.'; 15,!1.19 16,071 15,874 15.1:15 14,776 14,241 14,427 14,4!\9 14,324 14,3:18 H,.'l."J\ 
Jnt1n~trhll ami financiAl----------------------------------------- 27, 4fll\ 30,3115 29, 01<5 27,244 25, 7SO 2.3, 21!8 22,311 20. fillll 22.3113 23,6915 23,513 23, &.Ill 24. 122 
FArlll morii!Ril<' ------------------------------------------------ 11,1\.10 9,4!i9 11,214 8,6.'18 7,8"7 7,786 7,640 7,3\10 7,21~ 7,01'4 6,948 6,1\\12 6,787 Vri>&D murLgagc ________________________________________________ 31,618 32,6.'!8 31,887 30,0:i4 27,356 26,661 25,864 25,463 25,447 25,6ll 26,062 26,817 27,633 

Total lfi'OIIlllonR·term deb~-----------------------------------_ 

Puhllr d<'ht ____ . _______________ ----------------------------------- _ Ji..drrRI """ Ft'ld<'ralal(ench,. __________________________________ _ 
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Prlval.- drht ........ --------. __ ....... --- •• _..,_ _____ • ----- .. -----. __ _ 
n .. nway -------------------------------------------------------
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li.lOO 
6-100 

4.303 

3.010 
2. 472 
2_1\70 
2-170 
4_ 2.<;0 
1\_ 310 
4.5.<;0 
4_700 
6_420 
5_ !flO 
6.000 

4.199 

2.91>1 
2. 464 
2. .<;tiS 
2. 1!10 
4.150 
5_100 
4- 5!10 
4.6.<;0 
II. 2MO 
5.000 
5. !!00 

4-073 

~-11f!6 
2- .'\71 
2 . .'\86 
2_.'\10 
4-000 
4.1120 
4-400 
4. 500 
4_800 
6.0110 
II. 500 

3.886 

2.800 
2-548 
2_.<;118 
2-290 
3. 700 
4. 700 
4. 500 
4-3110 
4. 4110 
II. OllO 
11.200 

3. 784 

2_'ll\9 
2. 519 
2. 5HII 
2- 2.<;0 
3- 1\(l() 
4. 620 
4. IiilO 
4.100 
4.100 
11.000 
6.100 

3. 300 

2.670 
2-420 
2.1118 
1.900 
3. 4(10 
4.31\0 
4. 1;(10 
4. OliO 
3- ll!l()• 
4.940 
11.000 



Table 18.-Gross Public and Gross Long-Term Private Interest-Bearing Debt, Average Interest Rate,, and Interest Pa.,;able in the United -T 
States, 1929-41-Continued W. 

Item 
1929 I 11130 I 1931 I 11132 I 1933 I 1934 I 11136 I 11136 I 1937 I 1938 I 11}311 I 1940 I 11141 

Interest payable (millions of dollars) 

Total _.-oBS long-term dt•bt. _ ------------------------------ ___ _ 7,013 7, 331 7,185 7,158 6,1122 6, 732 6,412 6,254 6,290 6,147 5,976 5,979 6,144 ------ ------------
Public debt. ___________________ ----------------- ________ ------ ___ _ 

lfcd .. ral and Federal agencJtJS _____________ . _. __________________ _ 
}'t.,{tftral ____ --- ---------- ~--------------- ------- --------- -- --
Fedt•ral agenclos _____________________ -----------------------

2:2!!1 1,478 1, 4113 1, 677 l,tl!l4 1, 773 1,916 1,844 1,914 1,958 1,974 1,11116 2,019 
716 67H 7l6 804 Sill 1,072 1,013 1,007 1,1113 1, 207 1, 25\J 1,3~3 1,60!! 
028 11112 631 6117 773 H:l'l 756 1!66 1143 1,006 1,077 1,141 1,447 

1<7 1<0 84 107 118 2411 2117 231 2'20 201 182 1!!2 l!H 
State and local governments. ___ -------- ____ --------------------Private dt~bt ____________________________ ------- ___________________ _ 

Railway._-'----------- ____ -------------------------------------

7tl3 815 81\2 8!.10 882 843 831 817 7115 767 736 61ltl 673 
6, 5:16 6, H3!! 6,60!! 6,474 5,1411 4,817 4, 508 4,340 4, 3:~2 4,173 3,1181 3,9UO 3,863 

620 tl33 621) 642 647 6:!3 628 637 628 622 628 628 648 
Public utility ________ . __ . ---------------- __ -------------------. 752 815 824 !1:~6 !125 772 734 676 lll>5 6Sl 616 645 574 
Industrial and flnanciaJ. ___________________________ ---- ---- _-- -· 
Jt"'artn mortguge ________ ___ --------- _ ----- _____ ----. ___ ------ ___ _ 

1, 524 1, 702 1, 529 1,526 1,442 1, 3114 1, 2.18 1,122 1, 1!12 J,l37 1,035 972 94l 
57!1 667 553 51!1 457 428 300 377 361 354 347 347 335 

Urban mortgage _____ ----------------------------------------- 2,065 2,121 2,073 1,1J52 1, 778 1,680 1, 578 1,528 1.,476 1,409 1,366 1,3tl8 1,36S 
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RELATION OF INTEREST PAYABLE TO INTEREST PAID 

It is to be noted that interest payable includes interest accrued but 
unpaid on debt contracts in default, and is, accordingly, larger in 
amount-particularly for ~me years and for certain classes of debt­
than the interest actually paid. Defaults on corporate bonds and notes 
aggr<'gated 4.2 billion dollars in 1940, 200 million below the peak level 
for defaulted issues established in 1936, but approximately nine times 
higher than the defaulted issues outstanding in 1929. It is estimated 
that interest accrued but unpaid on these defaulted obligations 
:unounted to 26 million dollars in 1929, 235 million in 1933, and 210 
million in 194:0. Though in some instances adjustments ultimately may 
be made without loss of interest to creditors, the adjustments so to 
be made are not treated as interest paid. 

Thus it appears that the differential between interest payable and 
interest paid on corporate bonds and notes broadened rapidly to 1933, 
after which it narrowed only slightly because of the mounting volume 
of railway securities in default. The differential between interest pay­
able and interest paid on farm-mortgage debt and urban real-estate 
mortgage debt owed by individual and other noncorporate borrowers 
was progressively narrowed, according to the principal barometers of 
defaults in these catt>g"Ories. Farm foreclosures, after rising from 20.8 
per thousand farms in 1929 to 54.1 in 1933. made annual declines to 
lrss than 18 per thousand farms in 1939. Foreclosures on urban or 
nonfarm dwellings fell from 12 per thousand urban dwellings in 1934 
to less than 5 per thousand in 1940. Total nonfarm foreclosures, after 
rising from 135,000 in 1929 to 250,000 in 1933, declined to 80,000 in 
Hl40, the lowest le\'el since 1926. Excluding foreclosures by the Home 
Owners' Loan Corporation, foreclosures during the last 2 years have 
heen around 70,000 per year. 

REFINANCING AND REFUNDING ACTIVITIES,'1929-40 

The marked reductions in interest rates which be~an in19.3:3 resulted 
in the issuance of a large volume of debtor securities carrying lower 
ratt>s and issued for the purpose of refunding outstanding debt bearing 
higher rates. Bl:'ginning in 1933, large-scale refundings were carried 
out in United States Gm·ernment outstandings until finally all the 
major issues subject to call were refunded. Existing issues refinanced 
llt lowt>r rates, as well as the large volume of new issues, had the effect 
of lowPring appreciably the arerage rate of interest payable. 

Refundings of State and local gorernment securities, which were in 
very .,mall \'olume until1934, aggregated 2 billion dollars for the period 
1929-40. Refundings thus accounted for only 15 percent of State and 
local ,rorernment security flotations of 1il2 billion dollars. In local 
~rowrnment finance, the issuance of serial obligations and of obligations 
with !'l'lati,·ely near-term maturity dates reduces the need for large­
N:.'Illt> rt'fundings. 

Corporate .bond and note l'l'fuudings neraged 600 million dollars 
annu11lly tlurmg ll:t:.W--31, far lll:'low the awrage bond and note flotation 
of 4.3. billion for tht>~ years. Bond and note refundings shrank to an 
1\'('!'B~Ye of only a quartt-r of a billion dollars a1mually from 1932 
through to 193~. Of th~ two principal !'l'asons for refw1dings-to 
l'l'plat-e a maturmg bond Issue and to take adnntage of lower intere-st 
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rates-the first was the more important in these years. Several issues 
actually were replaced by issues bearing higher interest rates. The 
volume of refundings mounted rapidly to 1.7 billion dollars in 1935, 
and in 1937 rose to a level of 3.2 billion, the highest for the period. 
Because of a smaller volume of business and reduced earnings, con­
ditions were less favorable for refunding activities in 19371 and re­
fundings fell hy three-fourths to 856 million. In the 3 remainmg years. 
of the period, refundings recovered to an average of approximately 
1.5 billion annually. 

On all corporate debt, refundings aggregated 10.5 billion dollars 
during 1935-40, nearly four times the refunding flotations made during 
1929-34. These unusually large refundings were equal to one-fourth 
of the outstanding net corporate long-term debt and, excluding rail­
way debt, were equal to more than one-third of corporate long-term 
outstandings. The proportion of refundings to bonded debt was even 
higher. Declining rates of interest provided the mainspring for these 
large-scale refinancing operations. Utilities led in volume with re­
fundings totaling 6.6 billion dollars, equal to 63 percent of all corporate 
refundings in the 6 years from 1935 through 1940. Refunding of rail­
way issues, on the other hand, was small when considered in relation 
to outstandings. Only in 1936, when refundings of railway securities 
reached the half-billion mark, did they attain an;y volume, and this 
volume was equal to only one-13ixth of public utility refinancing in 
that year. 

Refundings by industrial and miscellaneous corporations amounted 
to 2.7 billions of dollars during 1935-40. The iron and steel, copper, 
and coal industrial groups led with- refundings of 900 million dollars, 
the petroleum group ranked second with 736 million, and "other in­
dustrial and manufacturing corporations'' followed with refundings of 
596 million. 

The refunding in 1939 and 1940 of several issues which had previ­
ously been refunded during the period 1934-36 is indicative both of the 
improvement in the credit position of individual companies and of the 
decline in the cost of capital during those years. 

Refinancing in the farm mortgage and urban residential mortgage 
fields consisted principally of shifts in the holdings of private lenders 
to Federal credit agencies. From 1932 through 1936, Federal land 
bank and Land Bank Commissioner farm-mortgage outstandings rose 
from 1.1 billion dollars to 2.9 billion, an increase of 161 percent. As 
indicated by the marked contraction in the holdings of other lenders 
and by the decline in total farm-mortgage debt, this increase came 
about through the absorption of holdings by other lenders. 

In the home-mortgage field, the largest volume of refinancing oc­
curred from 1933 to 1936 during which period the Home Owners' Loan 
Corporation purchased, to the amount of nearly 3.1 billion dollars, 
distress mortgage loans held by other lenders. Of this amount, 2.7 
billion, or just under 90 percent, went to former mortgagees in pay­
ment of indebtedness due them. Approximately 230 mllhon, or more 
than 7 percent, were applied to the l>ayment of taxes and assessments. 
The remainder went to reconditionmg of the properties and to pay­
ment of insurance, appraisal, legal, and other costs. 

All in all, two noteworthy objectives of debtors were accomplished 
in the extensive refunding and refinancing activities carried on during 
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1929-40. .Many debtors, especially farm mortgage and urban resi­
dential mortgage borrowers, avoided foreclosure losses by refinancing 
their loans with Federal agencies, and all classes of borrowers substan­
tially lowered their interest payments by refinancing their obligations 
at lower rates of interest. 

Since corporate receiverships are typically of several years' dura­
tion, and smce defaulted obligations are retained in the financial 
reports of receivership corporations and in the debt totals until final 
disposition of them is made by liquidation or reorganization, sizable 
reductions in corporate debt from this source did not occur until 
some time after the decline in business had been arrested and after a 
reduction in most forms of debt had taken place. It should be noted 
that the debts of active corporations in receivership at the end of 
1940 appear in both the gross and net debt totals, even though the 
corporations had been in receivership during a part or all of the 
19:!!)-40 period. Railway corporations alone had 3.2 billion dollars of 
dt>faulted obligations outstanding in 1940. 

DEFAULTED DEBT, 1929-40 

In reeent years, defaulted railway obligations have accounted for 
nt>arly three-fourths of total corporate defaults. This is due not 
only to the large number of railways placed in receivership but also 
to the protracted period of receivership. At. the close of 1940, only 
one road-a comparatively small one-had reached the final stages 
of reorganization. Based on debt- reductions beip~ made in this re· 
or·ganizution and those proposed in other reorgamzations at various 
!itages of completion, it appears that., when additional railway re­
organizations become effective, material reductions will be shown in 
outstanding railway debt as well as in the volume of defaulted 
obligations. For several years interest accrued but unpaid on railway 
issues in dt.•fanlt has averaged slightly more than 125 million dollars 
annually. 
BILLIONS OF DOLLARS 
4 
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During the years following 1929, many corporations owning and 
operating office buildings, theaters, hotels, apartments, and other 
urban real estate also defaulted on their debt obligations. Unlike 
I'ailway defaults, however, defaults in real-estate mortgage bonds were 
of relatively short duration. A corporation holding urban real estate 
which defaulted on its debt contracts usually reorganized within 2 
or 3 years after being placed in receivership. Defaults of real-estate 
corporations rose sharply from the low level of 60 million dollars in 
1929 to just under 1 billion in 1933, then, unlike railway defaults, 
which continued to rise, dropped abruptly to 648 million in 1934. 
Further substantial declines in defaulted debt occurred in 1935 and 
in 1936, after which the volume of real-estate bond and note defaults 
leveled off near the 200-million-dollar level. 

In most instances, a large reduction in outstanding bonds and notes 
was made in these reorganizations. A special analysis of corporations 
owning and operating urban realty property placed in receivership 
and reorganized during 1930-39 disclosed that their long-term debt 
of 236 million dollars at the time of receivership had been reduced 
to 83 million by reorganization, as reported in the first published 
financial statements following reorganization. This represents a de­
dine of 65 percent, compared with a reduction of 46 percent in the 
long-term debts of reorganized industrial compm1ies referred to 
previously. _ The short-term debts of the real-estate corporations 
dedined from 83 million dollars before receivership to 14 million 
after reorganization. 

Table 19.-Corporate Bonds and Notes in Default, by Major Groups, 1929-40 

(Millions ol"dollarsl 

Rail· Public Indus· Urban Total, Rail· Public Indus· Urban Total, 
Year way utility trial real· all Year way utility trial real· all 

estate classes estate classes 
------------------------
1929__ •• 99 Z36 M 60 459 1935.. •• 2,3&1 673 684 572 4,315 
IY30 .... 96 285 104 137 622 193L .• 2, 710 561 706 409 4, 386 
1!13L. •• 200 371 345 328 1,304 1937.. .• 2, 774 604 552 21\2 4,092 
1932 .... 411 795 6.'i8 739 2,603 1938.. .• 3,178 m 401 2'1..4 4, 215 
1\i.'l3 ____ 1,4&i 906 852 995 4,'El7 1939._ .. 3,263 426 361 205 4,2.S5 
1!13-L •• 1,509 756 731 648 3,644 1940. -- 3,247 265 350 197 4,05\1 

Source: Wall Street Journal .. 

Industrial and public utility bond defaults also reached their peak 
in 1933 at about 900 million dollars each. Yearly changes in defaults 
after 1933 were much smaller because of the greater length of the 
receivership period. In 19391 the defaulted obligations of public 
utilities were still above 400 million dollars, owing chiefly to the pro­
tracted receivership of several street-railway systems. 



CHAI'TER v 
THE SIGNIFICANCE OF A CHANGING DEBT STRUCTURE 

The statistical material on indebtedness which has been presented 
shows in rough outline the manner in which the pattern of credit 
transfer has altered in the period since 1929. Perhaps the outstanding 
feature of this changing pattern has been the increasing importancr 
of Go,•ernment debt-a consequence of the rising tide of Govern­
nwnt (:'Xpenditure and the r(lsultant broader use of 1mblic credit. In 
many fields, such as the financing of home ownership and the provi­
!'ion of funds for farmers, the past decade has brought a substitu­
tion of public for private credit. The degr(le of this substitution 
has varied from one type of borrowing to another and, in most cases, 
has followed the partial r(lstriction of traditional private sources of 
funds. More recently, the wartime expansion of industrial facilities 
has further accelerated the substitution of public for prh·ate credit 
since the war industries are relying heavily on public funds to finance 
their growth. -

CONSEQUENCES OF AN EXPANDING GOVERNMENT DEBT 

The growth in volume of public borrowing during the thirties has 
had several general effects on the structure of private indebtedness. 
The relatively low yields on Government flotations, together with 
the employment of public credit in certain high-interest-rate areas of 
private filinnce, have tended to help reduce senice charges on virtu­
ally all private indebtedness. In addition, the relntively low rates 
of" cnpital expenditure by business firms during the thirties were 
accompanied by apparent surpluses of investible funds so that interest 
rates on private loans declined to exceptionally low figures. This 
lowering of interest rates, by enabling a larger total debt to be car­
ri{'J with a given income, has appreciably improved the position of 
many debtors and thus eased the strains which developed in credit 
N>lationships dul'inl! the depression period. · . 

The I!I'Owth of public debt hns also affected the duration of certain 
private loans by lengthening the amortization period in some cases, 
for examplt>, home mortgages, while shortening the credit period in 
other <'ltses, for t>Xample, consumer-installment debt. These effects 
l'tem, of conrf'E', from deliberate governm(lntal poliey rather than from 
the Us'e of public credit, as such, but are relatt>d indirectly to the 
growth of public loans. 

A third efft:'(·t of the relath·e t>xpansion of Government indebted­
ness hns lx>en to modify the investment portfolios of such financial 
institution~< as banks and life-insurance companies. These institutions 
have Absorbed comparntively lnrge amounts of rww public issues and 
tlms the ownership of public debt has lx>en con('(>ntrated to an increas­
ing dt>g~. In efft'('t, then, an increasing portion of the savings of 
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individuals is being tapped by Government for public expenditure · 
instead of flowing through the capital market to private business 
firms for capital expenditure. Despite the rapid growth of outlays 
for producers' durable goods, business firms have, in recent years, 
shown a certain reluctance to resort to long-term borrowing as a 
source of funds. This preference for short-term borrowing has been 
noticeable throughout the past decade and is partly a matter of in­
terest-rate structure. For the most part, short-term rates during the 
thirties were unusually far· below corresponding longer-term rates 
mainly because of the excess of investible funds and the desire of 
investors to retain their assets in liquid form. During the past year, 
uncertainty as to the duration of the war and the character of the post­
war economy has merely reinforced this preference for short-term 
borrowing. Furthermore, the war-stimulated industries have bor­
rowed such funds as they have. required from the capital market 
mainly on short term both because they consider the present boom to 
be temporary and because they expect to meet the costs of plant 
expansion largely from the proceeds of war contracts. 

AREAS OF TENSION IN THE PRIVATE-DEBT STRUCTURE 

Crises in private debtor-creditor relationships arise chiefly during 
periods of general depre.ssion when the contraction of national income 
and employment makes difficult .the meeting of contractual service and 
amortization charges. In such periods, the burden of private in­
debtedness is apt to become intolerable, leading to moratoria and 
legislation calculated to relieve financial distress. At such periods, 
the judicious use of public credit may aid greatly in removin~ pres­
sure from business firms in arrears, thus preventing wholesale liquida­
tion with its adverse ... ffects on economic activity. At the same time, 
however, certain elements in the debt structure will prove obviously 
to be unsound. Prevention of liquidatwn in these cases merely de­
lays the readjustments essential to sound recovery. This does not 
imply that recovery can be hastened by permitting a general liquida­
tion of debt. On the contrary, the implication is that policies to cope 
with distress indebtedness need to be selective rather than broad and 
designed merely to perpetuate predepression arrangements. 

At the present time, no major crises in the private-debt structure 
appear imminent, though special problems may occur in those in­
dustries which are seriously curtailed by the war effort. The con­
servative policy relative to long-term borrowing practiced by business 
firms now expanding rapidly also suggests that the present boom 
may leave a less troublesome heritage of debt to be resolved during. 
the post-war period. Xevertheless, the transition back to peacetime 
production, when it comes, may very possibly be attended by a crisis 
in debtor-creditor relations, by liquidation and reorganization with 
resultant changes in the ownership of wealth, and by employment of 
public funds to aid private debts. In brief, the prospects for main­
taining a healthy debt structure depend both on the prevention of 
inflation during the war period and the maintenance of a high level 
of national income after the war. 

If too rapid price increases in the immediate future are permitted, 
many capital values, such as the market prices of farmland, housing, 
and certain business property, will reach a level which cannot eco-
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nomically be supported after the war. This inflation of capital values, 
undoubtedly accompanied by substantial increases in the volume of 
debt against these properties, will seriously disturb the security of 
creditors holding these mortgages and other evidences of debt when 
war ends, thus producing a debt crisis which might have been avoided 
b;r appropriate fiscal measures. Hence, the d('gree of success of war­
time mflationary controls will help to determine the soundness of 
the post-war private-debt structure. 

Likewise, even though some inflation does accompany the war 
effort and the debt structure is somewhat swollen in consequence, 
the problems of adjustment will be greatly eased provided the 
national income can be maintained at a high level after the war ha,:; 
ceased. If maintenance of the national income is accepted as a 
necessary post-war program and if this program is carried out by 
appropriate governmental action when neces~ary, the weaker portions 
of the debt structure may gradually be adJusted and strengthened 
without the necessity for drastic or general reorganization. 

THE OUTLOOK FOR FUTURE DEBT DEVELOPMENTS 

The capital market is now dominated by the demands of the 
Federal Treasury for the enormous volume of funds required for the 
war effort. Despite the prospect of very much higher rates of taxa­
tion, public debt is bound to rise to levels much above any we have 
yet experienced. It is both socially desirable and economically neces­
ilary that a large part of war expenditures be financed by borrowing. 
In real terms part of the war effort will be met by capital depletion; 
yet many business firms will continue to accrue depreciation allow­
ances. ~~urthermore, the large volume of institutionalized personal 
savings can best be tapped through borrowing. These funds consti­
tute the main sources from which government may borrow without 
inflationary effects. The fact that priority and allocation control 
must neeessarily restrict investment-goods output to inake materials 
and facilities available for war production in large measure assures 
that such funds will not be spent privately. 

Although Federal debt will rise sharply, the prospect is for a 
_ decline in the outstandings of State and local government divisions. 

These governments will perhaps be obliged to pay higher prices for 
labor and materials but will also be forced to curtail certain con­
~:~trurtion acti\'ities on account of shortages of equipment and sup­
plies. At the same time, the increased yield of existing rates of 
taxation resulting from the economic expansion, plus the fact that 
no large new demands on the fiscal capacity of local government are 
in pr·ospect, indicates an ability to repay State and local government 
obhgatwns and thus to prepare for expenditures which may be re­
quirt'd in the not too-distant future. 

Corporate itH~ebtedness in recent [ears has shown only a moderate 
upansion relatiYe to the growth o business activity, but this mod­
t•rate owr-all growth has covered marked changes in composition. 
Hailroad and public utility corporations, the chief corporate borrow­
<'I'S on Ion~ term, are at present expanding very much less rapidly 
than are manu~aduring enterprises. Thus, relatively fewer long­
!('rm debt flotatiOns, compared to new short-term bon-owina and to 
mcreased Niles of corporate stock, appear likely. Thi8 trend toward 
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more short-term borrowing in the private sphere-a trend which has 
been apparent since 1929 but which was even more prominent in 
1941-undoubtedly also reflects an increased preference by investors 
for liquidity and some recognition of the essenthJJy temporary 
character of the present expansion, as well as some preoccupation 
with the post-war problem of industrial transition. 

In the mortgage-debt field, changes over the past decade have 
perhaps been more important qualitatively than quantitatively. The 
year-to-year changes in outstanding farm and urban mortgages are 
relatively small and tend to follow closely the volume of net capital 
formation by private enterprise in these fields. However, important 
changes have occurred in the terms, tenure, and sources of both 
home- and farm-mortgage credit and these developments point to 
a structure of mortga~e indebtedness more in line w!th widespread 
but judicious use of this type of loan. 

In the field of consumer credit the period since 1929 has witnessed 
a rapid expansion in the use of this type of loan and a trend in 
outstandings very closely related to the level of consumer income. 
The outlook for this form of credit is at pre5em clear, all the evi­
dence pointing toward contraction. The diminishing volume of 
production of new consumers' durable goods and tht> prospect of 
even more stringent restrictions upon installment salE:'s than those . 
now in force indicate a sharp f~ll m the volume of consumer loans. 
As the war effort progresses, restriction of consumer borrowing will 
doubtless become increasingly desirable as a method of partially 
closing the inflationary gap which is appearing between the flow of 
consumer income and the volume of available consumer goods. Thus, 
it is conceivable that outstanding consumer credit may shrink to a 
negligible amount in the next few years.· .Already, as of 1941, a sub­
stantial restriction may be noted since outstandings did not rise at 
a rate commensurate with the marked upward course of consumers' 
income. 

THE SIGNIFICANCE OF DEBT FINANCING 

Statistical evidence indicates that an increasmg volume of debt 
is a normal accompaniment to expanding economic activity, while 
debt in total ran decrease only as a result of general economic con­
traction. During the derade of the twenties, economic expansion 
was financed in part by the growth in debt of business enterprises 
both on short term and long term. Some ~wings of individuals 
were transferred directly to businesses by purcna~es of stock but the 
remainder of these savings was placed primarily with financial institu­
tions. These agencies, in turn, invested chiefly in bonds, notes, 
tllld mortgages of business enterprises, thus transferring indirectly 
the savings of individuals to business enterprises undertaking capital 
formation. During this period, with private indebtedne~s increasing, 
public debt could be reduced without repercussions other than pos­
sibly a shortage of Government securities for those institutions which 
were accustomed to this sort of I?ortfolio. 

With the advent of the depressiOn at the end of the decade, private 
capital formation declined drastically in volume, and business in· 
debtedness ceased rising. As the depression deepened, the ability 
of debtors to meet service and amortization charges on their out-
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tltanding obligations became impaired. In this debt cri~is the policy 
was adopted of using the public credit to promote economy recovery 
and to ease the burden on distressed debtora. Thus. public debt 
came to play the same role in financing capital formation that private 
business debt had plaved previously. -

As the economy emerged from depression, public expenditure con­
tinued to account for a large portion of new capital formation and 
the public debt continued to grow. Indeed, in 1937-38 when public 
exprnditure was reduced, business suffered a sharp Uecline owing 
partly to this curtailment of expenditure and partlv to excessive 
mventory accumulation. In general, savings were not flowing to 
industry as freely as they had during the twenties and some use of 
Gonrnment fiscal powers seemed required to facilitate this process. 

Since the milldle of 1940, rl'armament and war expenditures have 
bel'n added to the already high level of GoYernment disbursements, 
thus making nect>ssary an eYen more rapid expansion of public debt. 
Wartime demands for military equipment have promo.ed a rapid 
expansion of industrial plant, chiefly in the durable-goods manufac­
turing industries. To finance this spurt in capital expt>nditure both 
public and private funds have been tapped. Public credit, however, 
has provided the bulk of the funds for capital outlay in the strictly 
armament industries. Those industries the expansion of which has 
been dP-rived indirectly from the war boom have naturally relied on 
credit from private sources, 



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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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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