
Recent Price Trends

RECESSION IN ECONOMIC ACTIVITY be-

ginning last autumn has been accompanied
by little change in prices of most industrial
commodities from the advanced levels
reached last summer. Prices of farm prod-
ucts and foods have risen sharply, however,
reflecting reduced supplies of meats and
some other fresh foods. Prices of consumer
services have extended their postwar rise
and, together with higher prices of fresh
foods, have resulted in further advances in
the combined index of consumer prices.

Average wholesale prices of industrial
commodities have been stable since last
summer, after rising 9 per cent from the
early 1955 level. Since late summer prices
of basic industrial materials have declined.
Prices of business equipment rose further
during the autumn, but have since leveled
off. Reported or list prices for most manu-
factured materials and consumer products
have changed little, but concessions from
list prices have become more prevalent.

Declines in business and consumer de-
mands since summer have been largest for
durable goods. Orders for business equip-
ment have fallen, following the investment
boom, and consumer buying of autos has de-
clined sharply. Output of steel and various
other materials has declined more sharply
than consumption, and total business in-
ventories have fallen very rapidly in recent
months.

Industrial building activity has also de-
clined, but further increases in public con-
struction have about offset this reduction.
Defense orders recently have expanded con-

siderably following curtailment in both or-
ders and outlays last summer.

Total exports of United States products
have dropped sharply from the advanced
levels reached last spring. Industrial ac-
tivity has declined in Canada and some
other countries abroad. In Western Europe
activity has continued at advanced levels,
but buying of materials has declined.

Decreases in activity in the United States
have been reflected in a decline of 4 per cent
in nonagricultural employment from its peak
last August, an appreciable reduction in
average hours of work in manufacturing,
and a rise of about 2 million in the number
of persons unemployed. The impact on
incomes of reduced employment has been
moderated by unemployment compensation
payments, and personal income has declined
2 per cent from its high.

Price changes during this recession have
differed from those in the first seven months
of the 1948-49 and 1953-54 recessions, as
summarized in the table on the next page.
The marked rise in prices of livestock and
meats in recent months, owing to contrac-
tion in supplies, is in contrast with the small
changes in 1953-54 and the sharp declines
in 1948-49. There has been little change in
average prices of industrial commodities in
the recent period, as in 1953-54, but in
1948-49 there were declines averaging
about 4 per cent in both wholesale and re-
tail markets.

The 1948 reversal immediately followed
two years of rapid price advance beginning
with termination of wartime price controls.
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PRICE CHANGES DURING FIRST SEVEN MONTHS

OF POSTWAR RECESSIONS

Percentage change
Series

Wholesale prices

All commodities

Farm and food commodities.
Meats and livestock

Industrial commodities
Materials
Finished goods

Business equipment
Consumer nonfoods

Consumer prices

All items

Commodities
Foods
Nonfoods

Services
Rent

1957-58

+ 1.0

+4.7
+8.7

-0.1
-0.8
+0.9
+2.2
+0.2

+ 1.3

+0.7
+0.8
+0.9
+2.7
+ 1.4

1953-54

+0.3

+ 1.2
-0 .3

-0 .2
-0.7
+0.7
+ 1.0
+0.6

+0.3

-0.8
-1 .1
-0 .4
+2.1
+3.5

1948-49

-6.3

-11.1
-16.3

-4.3
-5.5
-2.3
+ 1.2
-3.8

-2.7

- 4 . 4
- 5 . 1
- 3 . 6
+2.4
+2.5

NOTE.—Changes are shown from the ayerage level of the two
months preceding the declines in industrial production, that is,
July-August 1957 through March 1958, June-July 1953 through
February 1954, and September-October 1948 through May 1949.
Based on Bureau of Labor Statistics data, with March 1958 estimated.

In contrast, the 1953-54 recession did not
begin until prices of many commodities had
already declined considerably from the high
levels reached in 1951, after the outbreak of
war in Korea. Price advances in the 1955-
57 period, while large, developed more grad-
ually and uniformly than they did during the
buying waves in the earlier postwar periods
of price rise.

CONSUMER PRICES

Consumer prices for goods and services
were influenced by the expansion in de-
mands and activity in 1954-55 only after a
considerable lag. The average of all items
in the consumer price index changed little
in that period, but the inflationary pressures
then building up were reflected in a rising
index beginning in the spring of 1956, as
the chart shows. Subsequently, increases

in retail prices were widespread, and by the
autumn of 1957 the total consumer index
was 6 per cent higher than in early 1956.

Since autumn, the consumer price index
has risen about one per cent further. As in
the past, prices of many consumer services
have continued to advance after aggregate
demands and activity began to recede.
Prices of some fresh foods have increased
sharply owing to reductions in supplies
partly attributable to adverse winter weath-
er. Retail prices of most other goods have
been stable or have declined.

Services, The consumer price index dif-
fers from most other price indexes in that it
includes many services as well as commod-
ities. During the past 10 years, prices of
services have risen much more than retail
prices of commodities, reversing the pattern
of World War II and the immediate post-
war years. Since 1939, services have risen
about 90 per cent, or roughly the same
amount as nonfood commodities. Foods
are up 150 per cent from the 1939 level and
rent has risen 60 per cent.

Roughly 50 of the 300 items priced for
the index are classified as services, and they
represent about 30 per cent of the total in-
dex. Most of them relate to housing and
household operation (home purchase, mort-
gage interest, and insurance and taxes, as
well as gas, electricity, telephone, laundry,
and dry cleaning), to medical care (profes-
sional fees and hospitalization), and to
transportation (railroad and transit fares
and auto repairs and insurance).

Since World War II, average prices of
services have advanced continuously, even
when manpower and material resources
were not being used intensively. Never-
theless, the rate of advance has responded,
usually with some lag, to changes in the
economic situation and trends in commodity
markets.
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In the early postwar years, the annual rate
of increase in service prices was nearly 6 per
cent. During the 1949 recession it slackened
to 2.5 per cent, but then accelerated again
to around 6 per cent following the outbreak
of the Korean war in mid-1950, when com-
modity prices rose sharply for a time. The
rate slackened in late 1952, and fell to about
2 per cent in the 1954 recession.

In the most recent period of economic ex-
pansion, the rise in services accelerated be-
ginning in the spring of 1956. In 1957 it
was 4.5 per cent, and this rate continued
through the first quarter of this year.

Broad categories of consumer services
show some diversity in postwar patterns of
cyclical price behavior. Rates of increase in
prices of laundry, dry cleaning, home re-
pairs, hair cuts, and beauty shop services de-
clined more or less promptly in the earlier
postwar recessions. Available information
suggests that the advance in prices for most
of these has slackened since last summer.

For many other services, cyclical behavior
is modified by special circumstances. Thus
increases in railroad and local transit fares
and utility rates for gas, electricity, and
telephones must be authorized by regula-
tory agencies. Rate advances usually lag
changes in costs and may continue after
expansion in demands and increases in com-
modity prices have ceased.

National average rates for utilities have
increased more rapidly since mid-1957 than
during the previous year. Railroad pas-
senger fares, which advanced in the first
quarter of 1957, rose again in the first quar-
ter of this year. Medical fees, hospitaliza-
tion insurance, and theatre admissions have
also continued to increase in recent months.

Foods. Retail prices of foods, which have
about the same importance in the total con-
sumer index as prices of services, have in-

CONSUMER PRICES
1953- 54 = 100

90

NOTE.—Based on BLS data, shifted to 1953-54=100.
Rent, not shown separately, is included in "Alt items." Latest
figures shown are March estimates.
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creased since autumn. The advance has been
concentrated in fresh foods—a group that
includes meats, eggs, milk, and fresh fruits
and vegetables.

Severe winter weather in parts of the
country reduced supplies of fresh vegetables
and some fruits. From December to March,
their prices at retail rose about 15 per cent
to very high levels even for that time of year.
When supplies improve later this year,
prices may be expected to decline.

Supplies of meats also have declined in
recent months and prices have increased
sharply. Marketings of meat animals over
any period reflect mainly decisions of pro-
ducers made in the past. Supplies are also
influenced by farmers' plans for future pro-
duction through the withholding or market-
ing of breeding stock. These decisions are
based primarily on price expectations and
feeding costs.

Largely in response to high prices in 1953,
hog raising operations were stepped up in
the spring of 1954, and pork production
expanded steadily through 1955. Cattle

raising had increased earlier, in response
to high prices in 1950-51, and in 1954
marketings were already at advanced levels
and prices were down from earlier highs.
Cattle marketings expanded further during
1955 as farmers retained fewer animals to
enlarge herds.

Per capita meat supplies increased about
one-eighth from the spring of 1954 to early
1956. With supplies increasing, prices of
livestock declined sharply, as the chart
shows, despite growth in consumer incomes
and demands over that period. Owing to
these large price decreases, average levels of
commodity prices changed little in 1955
even though prices of industrial commodi-
ties were rising.

As a result of declining prices for live-
stock, production tapered off after early
1956. Demands subsequently expanded fur-
ther, however, and prices had recovered
substantially by last summer. Since then,
seasonally adjusted livestock marketings
have dropped considerably further, ow-
ing partly to large feed supplies and the

LIVESTOCK PRICES AND MEAT PRODUCTION
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NOTE.—BLS monthly index for livestock prices. Per capita
meat production index, quarterly and seasonally adjusted, com-
piled from Department of A£ricolluie data on commercial

slaughter of meat animals and Bureau of the Census population
data. Latest figures shown are estimates for Match and the
first quarter.
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withholding of animals to feed to heavier
weights. With demands relatively well main-
tained, livestock and meat prices have risen
sharply.

In March retail prices of meats were 15
per cent above a year earlier and nearly 30
per cent above two years earlier. The higher
level of prices, along with the abundance of
feeds, has been stimulating expansion in
livestock production. Marketings are ex-
pected to increase beginning later this year.

Retail prices of prepared foods have
changed little in recent months. As a group,
these prices turned upward in the spring of
1956 and rose 4 per cent before leveling off
a year ago. Since then, prices of cereal and
bakery products have continued to increase,
but much less rapidly than earlier.

Prices of restaurant meals have increased
little since last summer, after having ad-
vanced more rapidly in early 1957 than in
1956. Prices of processed fruits and vege-
tables declined last year, but they have
turned upward recently as a result of the
sharply higher prices of fresh supplies.
Coffee prices have dropped since 1956.

Other consumer goods. Retail prices of
goods other than foods have declined slightly
from the peak reached last November. New
autos, fuels, and apparel have pronounced
seasonal price variations, with rises in the
autumn and declines at other times of the
year. For example, discounts from list
prices for new autos increase as the model
year progresses. Discounts usually are not
granted on new models at the time of their
introduction in the autumn, and effective
prices to consumers advance whether or not
list prices are raised.

In addition to the elimination of discounts
when new auto models were introduced last
autumn, list prices were raised about 3
per cent. Subsequently, reduced consumer

demand for new cars and large dealer stocks
resulted in large discounts from list prices,
and in February and March prices to con-
sumers were close to year-earlier levels.

Retail prices of appliances on the average
have continued to change little since autumn.
In recent years, gains in efficiency of pro-
duction and distribution have apparently
been reflected in lower prices to consumers
as well as in improvements in the products.
Manufacturers' prices of appliances have de-
clined moderately, and distributors' margins
have fallen. This year the importance of
retail price maintenance practices has been
further reduced.

Prices of household goods such as furni-
ture and textile products have changed little
since autumn, and prices of apparel and
fuels have declined somewhat, after mainly
seasonal advances during the autumn.
Meanwhile, prices of drugs, toiletries, and
some other consumer products have ad-
vanced slightly further.

WHOLESALE PRICES

The total wholesale commodity price index,
as well as the consumer index, has increased
in recent months, reflecting the reduced
market supplies and higher prices for fresh
foods. Average prices of industrial com-
modities have been stable since last summer,
as the chart on the next page shows.

Prices of machinery and other producers'
equipment leveled off in late autumn, fol-
lowing a rise of nearly one-fifth since mid-
1955. The rise in equipment prices along
with reduced business liquidity, after a pe-
riod of sustained expansion in capacity and
modernization, contributed to a weakening
of business incentives to make additional
outlays. Business equipment is usually sold
on the basis of negotiated prices. Competi-
tion for the reduced volume of orders avail-
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WHOLESALE COMMODITY PRICES
19S3 - U - 100

INDUSTRIAL
COMMODITIES
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NOTE.—Based on BLS data, shifted to 1953-34=100. In-
dustrial commodities, the total of materials and products,
includes all commodities in the total index other than raw and
processed foods and feeds. Latest figures shown are March
estimates.

able in recent months has undoubtedly been
reflected in some declines in prices.

Prices of scrap metals, rubber, raw wool,
and some other crude materials have de-
clined in recent months. Several fabri-
cated materials, such as textile mill products,
refined nonferrous metals, lumber, and
plumbing equipment, have also decreased.
Fuel oil prices have continued to decline
from the advanced levels reached a year ago
as a result of the Suez crisis. Fuel oils are
represented in the consumer goods index
shown in the accompanying chart, as well as
in the index for fabricated materials.

For most highly fabricated industrial
materials, such as steel and building ma-
terials, the list prices reported for index

number calculation have not changed.
When demands fall, however, price de-
creases often take such forms as discounts
from lists, freight absorption, and improved
service and delivery terms. There has been
some price cutting of this kind in recent
months.

Price changes for materials over the past
year have reflected developments abroad as
well as in the United States. By the begin-
ning of 1957, world capacity for the produc-
tion of some major materials had been
greatly enlarged and supplies were increas-
ing. The leveling off last spring of industrial
activity abroad—following several years of
marked expansion—was accompanied by
diminution of inventory demands.

United States exports of steel, fuels, and
other products to industrial countries fell
sharply from the spring through the re-
mainder of 1957, and prices of some inter-
nationally traded commodities weakened.
Lead, zinc, tin, sugar, and wool turned
down, and the decline in copper continued.
Decreased demand for industrial products
is to be expected from countries whose
earnings from the export of raw materials
and foodstuffs have fallen. Through Janu-
ary, however, United States exports to non-
industrial countries were well maintained.

World prices of materials generally con-
tinued to fall through February 1958, and
prices for primary aluminum were reduced
at the end of March. In March, however,
world prices of some materials appeared to
have leveled out. Among the factors tend-
ing to check declines were maintenance of
over-all economic activity in Western
Europe at advanced levels and curtailments
in output of some materials.
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