
CONSUMER INCOMES AND DEMANDS have
continued to expand this year. Total per-
sonal income reached an annual rate of
$324 billion in June, compared with $306
billion a year earlier. Disposable income
after taxes increased about as much over
the past twelve months as in the earlier
phase of the general economic expansion
from mid-1954 to June 1955. Consumer
buying has increased less than income this
year, as shown in the chart, in contrast to
the greater rise relative to income last year,
when purchases of passenger automobiles
were exceptionally large. Instalment credit
extensions have shown some reduction from
the advanced rates reached in mid-195 5.
Repayment of debt has increased further,
and consumer buying has been supported
to a much smaller extent by instalment
credit than in 1955.

Consumer prices showed little over-all
change in early 1956, but in recent months
food prices have increased more than sea-
sonally and prices of some other goods and
of services have continued to edge up. The
average level at midyear was 1.6 per cent
higher than in mid-195 5.

While retail prices of industrial goods
were changing little last year, wholesale
prices were generally rising as demands for
industrial commodities expanded and capac-
ity operations were reached in a number of
basic industries.

Prospects of further steel price increases
and of work stoppages added to strong de-
mands for steel mill products this year.
Prices of various other industrial commodi-
ties advanced and farm product prices re-

covered significantly to levels somewhat
above those a year earlier. Demands for
some materials declined during the second
quarter as world supplies improved and use
in the auto industry decreased. Average
wholesale prices changed little in May and
June, but advances of about 7 per cent in
finished steel prices in July and early August
contributed to a resumption of the rise in
industrial prices.
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tistics data for prices. Latest data are estimates for July.

The recent wage settlements in the steel
industry—ending a work stoppage of more
than one month—provided for an immediate
increase of 10.5 cents per hour in basic
wage rates and other benefits estimated to
amount to an additional 10 cents per hour.
Further wage increases and other gains in
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each of the next two years are also provided
in the settlements. Wage advances had
been negotiated earlier in some other indus-
tries, and increases in additional industries
are in prospect. These wage advances, to-
gether with the poststrike upswing in indus-
trial activity now under way, are resulting
in substantial increases in manufacturing
payrolls.

In nonmanufacturing lines, employment
and employee earnings showed an acceler-
ated growth in the first half of the year,
farmers' cash receipts were maintained, and
farm wage rates rose. Minimum wage rates
under the Fair Labor Standards Act were
raised on March 1 from $.75 to $1.00 per
hour.

TOTAL AND CONSUMER GOODS OUTPUT

The leveling off in industrial production in
late 1955 at a new record rate of operations
reflected mainly output at near-capacity
limits for a number of basic industrial mate-
rials and curtailments in the auto and resi-
dential construction industries from excep-
tionally high levels of activity. Consumer
buying of most goods continued to expand,
and stronger demands developed for busi-
ness durable equipment and nonresidential
construction. Expansion in these lines took
place without more substantial price ad-
vances partly because of the readjustments
in autos and housing.

Throughout this period of redirection of
resources extending from last autumn to
June, the Board's index of industrial produc-
tion ranged between 141 and 144 of the
1947-49 average; the range was between
107 and 109 per cent of the 1953-55 aver-
age used in the accompanying chart. Ac-
tivity in lines manufacturing finished con-
sumer goods, which accounted for about
one-third of the total index last autumn, has
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generally been maintained since that time,
except for autos—as indicated in the chart
showing special groupings expressed in
terms of points in the total index of indus-
trial production.

Output in industries producing business
durable equipment and ordnance increased
about 10 per cent from autumn to midyear.
More adequate supplies of certain materials
such as steel plate would have permitted
an even more rapid expansion in some lines
like railroad cars and shipbuilding. The
relatively large rise in April reflected the
ending of a five-month strike at plants of a
leading electrical equipment manufacturer.

By the spring of this year, total output
of materials and parts, shown on the chart,
was reduced by cutbacks in output of origi-
nal equipment auto parts, metal stampings,
copper mill products, glass, and various
rubber and textile products used mainly by
the auto industry. Production of lumber,
roofing, and some other materials used in
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residential construction was also at reduced
levels.

In May steel output was curtailed by work
stoppages at plants accounting for 4 per cent
of capacity, and in late June a major stop-
page began that involved an additional 82
per cent of the industry. With steel pro-
duction in July reduced to 15 per cent of
capacity and with related curtailments in
iron and coal mining activity, there was a
5 per cent decrease in total industrial ma-
terials output. As production of finished
consumer goods and of equipment and ord-
nance was largely maintained, the total index
of industrial production declined only 4 per
cent, or from 141 to 136 per cent of the
1947-49 base period.

With steel consumption sustained, after
allowing for vacation influences, inventories
were reduced in July and early August.
Shortages, that existed in some types of steel
before the strike, began to spread to other
products before full-scale operations were
resumed.

By mid-August steel production was back
to 86 per cent of capacity. Further recovery
is indicated this autumn to balance and
replenish steel stocks, to facilitate the in-
creased production of new model autos, and
to permit various equipment and construc-
tion lines to go ahead with scheduled plans
for expansion. The current recovery in
total industrial output appears to be not so
sharp as that after the two-month steel strike
in mid-1952, when output of many goods
was at less advanced levels and auto assem-
blies had been more than halved, as shown
in the accompanying chart.

AUTO MARKETS

Contraction in consumer purchases of new
passenger automobiles this year is in con-
trast to increased demands for most other

goods and services. In the early part of
the 1956 model year, consumer demand for
new autos was close to the year-earlier level,
but below the advanced third-quarter 1955
rate. Output rates, although declining from
the November peak shown on the chart, were
held considerably above sales in order to
accumulate dealers' stocks for the spring
selling season. By February stocks reached
nearly 900,000 units and were about three-
fifths larger than a year earlier.
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NOTE.—Consumer prices for new autos based on Bureau of
Labor Statistics data; for used cars, advertised prices based
on trade data for low-priced late models, after allowance for
depreciation. Latest data are for July.

Sales of new cars showed no seasonal ex-
pansion during the important selling sea-
son, March through June. The number
sold was more than one-fifth below the
corresponding period in 1955, but about the
same as in 1953 and 1954. Output was
curtailed further in late April, and stocks
began to decline in May. By early August
stocks were about one-tenth below the year-
earlier total. With monthly output sched-
uled to be cut to around 325,000 autos
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during the current model change-over pe-
riod, dealers' stocks are likely to be reduced
to relatively low levels.

The change-over curtailment in auto pro-
duction will be followed by a more than
seasonal increase in the fourth quarter to a
rate within 10 per cent of that in the fourth
quarter of last year, according to trade re-
ports. The prospective volume, added to
the 3.8 million cars assembled by mid-
August, suggests a total output for 1956
between 140 and 145 per cent of the 1947-
49 average.

Average output levels similar to that for
automobiles are indicated for original
equipment parts and for the various mate-
rials used in new auto production. These
levels relative to 1947-49 are roughly com-
parable to those maintained by producers of
major household goods and for total indus-
trial production over the past year.

The decrease in auto output this year
from 7.9 million units in 1955 apparently
had its origin in market developments in
that year. The expansion in sales was very
large, influenced by recovery from the 1953-
54 recession, by broad styling and engi-
neering changes, by liberalization of credit
terms, and by large discounts from list prices
and intense sales efforts.

Sales of 1956 models, which were not
greatly changed in design from 1955 models,
have been on about the same credit terms
as those in effect after the middle of last
year. Also, sales since March have been at
somewhat higher net prices to consumers
than in the same period of 1955. Factory
prices and dealers' list prices on the 1956
models were raised about 5 per cent, and
discounts and allowances on trade-ins this
spring and summer have not been signifi-
cantly larger than they were last year. This
year's sales experience, compared with that

of 1955, indicates a shift in buying stand-
ards; the highest priced and the lower priced
cars generally have shown less reduction in
sales than medium priced cars.

Demand for used cars this year has been
better maintained than that for new cars.
Sales of used cars during the four months
March-June were only about one-eighth be-
low those a year earlier. During this period
prices of late model cars, after allowance
for depreciation, were rising as market sup-
plies—originating mainly from trade-ins on
new cars—were down more than one-eighth
from a year earlier. Dealers' stocks of used
cars declined about one-sixth from February
to midyear when they were at the lowest
level for this season of the year since 1952.

Consumers have continued to borrow
heavily to finance auto purchases this year.
Sales of new cars on credit have declined
considerably less than cash sales. Along
with the rise in the proportion of purchases
made with borrowed funds, there has been
an increase in the average amount bor-
rowed, due in part to higher prices of autos.
Consequently, the dollar amount of credit
extended for auto purchases has decreased
only half as much as unit sales from the
spring and summer of 1955. The earlier
expansion in credit extensions led to in-
creased repayments this year and, although
extensions have continued to exceed repay-
ments, outstanding auto credit has risen at
a much slower rate. Meanwhile, consumer
credit extensions for other purposes have
continued large.

HOUSEHOLD AND OTHER DURABLE GOODS

Retail sales of goods other than autos have
generally continued upward in 1956 and in
the first half averaged 6 per cent larger than
in the year-earlier period. Unfavorable
shopping weather contributed to some de-
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crease in Easter sales, but rising consumer
incomes and more widespread sales promo-
tion brought larger volume in the second
quarter. The increase more than offset the
reduced volume of auto sales, and at mid-
year total retail sales were at a new high,
as the chart shows.

Expansion in sales at furniture and ap-
pliance retail outlets this year followed an
increase of about one-tenth during 1955,
which was much less than last year's rise in
new auto sales. The continued expansion in
household goods sales has occurred despite
the effects in these markets of the reduced
volume of home construction and auto out-
put. New home building accounts for
more than one-fifth of the market for
major appliances and some other house-
hold goods, and this demand is supplied in
part by retail stores. Production of radio
sets for installation in autos has been sharply
curtailed this year. During 1955 these sets
accounted for about half of total radio out-
put included in the Federal Reserve major
household goods index. The number of
other radio sets produced in the first six
months of this year was about one-fourth
larger than in the same period in 1955.

Over-all output of major household goods,
which account for about 40 per cent of the
total value of consumer durable goods pro-
duction, reached 145 per cent of the 1947-
49 average by mid-1955. This level was
about one-fourth larger than in 1954 when
output and inventories of major household
goods had been curtailed. Following some
replenishment during 1955, both factory
and distributor stocks increased further
during the first half of 1956, after the set-
tlement of an extended work stoppage at
plants of a major producer of appliances
and television.

Output of major appliances and heating
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NOTE.—Based on Department of Commerce seasonally ad-
justed data for dollar value of retail store sales. Latest data
are estimates for July.

equipment reached a new peak in the first
four months of this year, then decreased in
May and June to levels moderately below
those a year earlier. Output of television
sets during the first hah* of the year was
about one-tenth less than in the same period
of 1955. While distributor stocks of tele-
vision sets at midyear were larger than a year
earlier, factory stocks were smaller and retail
sales were rising further. Output of furni-
ture and floor coverings changed little
through July, at a level 5 per cent higher
than a year earlier.

Except in the case of a few major appli-
ances, retail prices of household durable
goods changed little in the first half of 1956,
according to Bureau of Labor Statistics data.
Retail prices of vacuum cleaners declined
15 per cent, while refrigerator prices de-
clined 5 per cent further to a level 15
per cent below a year earlier. Manufac-
turers' prices of these appliances changed
relatively little. In July and early August
manufacturers' prices of these and of some
other consumer durable goods were raised.
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Furniture prices at wholesale have
changed little since late 1955, when they
rose 4 per cent. Retail prices, which had
declined earlier in 1955, leveled off after
midyear and are reported to have changed
little since then.

Output of miscellaneous consumer dura-
bles declined somewhat last winter reflecting
mainly a drop in production of automotive
replacement parts from an advanced year-
end level. Over-all output of these parts
and of small appliances, luggage, and vari-
ous other home and personal goods sub-
sequently held steady at an average level
about 5 per cent above the corresponding
period in 1955. Reflecting the larger num-
ber of cars on the road, shipments of pas-
senger tires to the replacement market aver-
aged 3 per cent larger in the first hah* of
1956 than a year earlier.

NONDURABLE GOODS

In markets for such consumer nondurable
goods as clothing, gasoline, and general
merchandise, seasonally adjusted retail sales
reached new peaks during the second quarter
of 1956. Dollar value of sales of fresh and
processed foods also increased further dur-
ing the first half of the year.

Total output of consumer nondurable
goods has been maintained in 1956. Early
in the year decreases in output of certain
major apparel items were offset by further
increases for some other products. The
reduced rate of clothing and shoe produc-
tion and curtailment in auto assemblies
have been the main factors in the decrease
in cotton and synthetic textile-mill activity
this year. In recent months consumer
buying of apparel reached advanced levels,
as the chart shows. With output of ap-
parel showing recovery by midyear and as
the preparation for new model autos accel-
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combinations of department store sales of apparel and major
household durable goods and Department of Commerce data
for apparel and furniture and appliance stores. Latest data
are estimates for July.

erates, the basis for greater activity in the
textile industry is indicated.

Food markets. Steady expansion over the
past two years in consumer expenditures for
foods has reflected further growth in popu-
lation and income, a continuing shift of
demand toward the more highly processed
foods, and—more recently—higher food
prices. When consumer expenditures for
durable goods were rising sharply in late
1954 and in 1955, outlays for food appar-
ently expanded less than in some other pe-
riods of rising incomes. This year, however,
further income gains have been reflected in
somewhat greater expansion in demands for
foods. Although these demands have been
accompanied generally by continued growth
in supplies, retail food prices, which had
declined in 1954 and 1955, rose 4 per cent
this spring. At midyear such prices aver-
aged 2 per cent higher than a year earlier.

Late in 1955 meat output increased more
than seasonally and was nearly one-tenth
larger than a year earlier, as the chart on
the following page shows. Retail meat
prices declined about 10 per cent, and
wholesale prices of meat and livestock
dropped substantially more. In the first
half of this year meat production showed
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less than the usual seasonal decline, and
supplies continued to exceed the rising level
of a year earlier by about 10 per cent.
Despite large supplies, retail prices of meats
recovered more than seasonally during the
spring and early summer to levels near those
of mid-1955.

Also contributing to this year's rise in
average food prices were more than seasonal
increases in prices of fresh fruits and vegeta-
bles. Late frosts delayed and to some extent
reduced harvests of potatoes and other veg-
etables and fruits. Increased demands for
other foods—mainly dairy products, poul-
try, and eggs—have been accompanied by
larger market supplies and average prices of
these products have changed little, as the
chart shows.

Expanding consumer demands for foods,
along with revisions in Federal agricultural
programs that affect both domestic and ex-
port trends, have been reflected in a rise in
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data. Seasonally adjusted index of meat output based on
Department of Agriculture data for commercial slaughter.
Latest data: June for prices; second quarter for output.

prices of farm products from the reduced
levels reached at the end of 1955. In July
prices received by farmers were up 10 per
cent from December and were 3 per cent
above the mid-July 1955 level. Supplies
of meats are not expected to expand so
much this autumn as a year earlier, and
Federal agricultural price support levels
generally are not being further reduced.
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