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Sixth District manufacturers as a group have forged on to 
new postwar heights in recent months, judging from em
ployment statistics, but the District’s second most impor
tant industry, lumber, has fallen behind. Lumber employ
ment has dropped persistently since early 1951. About two 
thirds of the lumber output in the District states consists 
of softwoods, of which well over 90 percent is Southern 
pine. Consequently, what happens to Southern pine is gen
erally representative of the District’s entire lumber industry.

Physical production in the first seven months of this 
year, according to the Southern Pine Association, was up 
4 percent from a year ago, yet there was no change in the 
volume of shipments. The net result has been a piling up 
of inventories, which have risen at an increasing rate; by 
July the physical volume was 10 percent greater than a 
year ago. Furthermore, in July, for the first time this year, 
unfilled orders fell below a year earlier. Mirroring this sup
ply and demand situation has been the steady decline in 
prices of Southern pine since the beginning of the year. In 
striking contrast to the situation in the District, total lum
ber sales throughout the nation were running well ahead 
of production, with the gap between inventories and sales 
narrowing noticeably.

The demand for lumber, of course, depends upon the 
demand for other products; in other words, it is a derived 
demand. Estimates show that three fourths of the nation’s 
total lumber output finds its way into construction of 
homes, railroad cars, flooring, and millwork. Housing 
alone absorbs something like a third of the total, and fur
niture and fixtures, around 5 percent. But in the District, 
residential construction contracts awarded during the first 
eight months of 1953 were off 14 percent from a year 
ago. During the same period, District furniture store sales 
skidded 5 percent. It is apparent that these declines have 
been felt in the lumber industry. Since these two sectors of 
the economy are not likely to show much improvement in 
the near future, they will continue to exert a depressive 
effect upon the District lumber industry.

B a s i l  A. W a p e n s k y

Treasury Demand 
for Credit

During the last quarter of the year, member banks are 
usually called upon to supply large amounts of credit for 
both private and public need. Last year, for example, be
tween September 5 and December 31, member banks 
throughout the country increased their loans by 3.7 bil
lion dollars and their holdings of Government securities 
by 1.4 billion. In estimating the demand for bank credit 
during the remainder of the year, Treasury needs would 
ordinarily be an important factor, but this year, unofficial 
reports indicate that this demand will be small.

The major reason for the relatively restricted Treasury 
activity is that the national debt of 273.3 billion dollars is 
now only slightly below the ceiling. As a result, the Treas
ury will be forced to draw down its commercial bank bal
ances and operate with a smaller margin even though it 
prefers to keep a balance of at least 4.5 billion dollars. 
Decreasing these bank deposits will simply mean a transfer 
of funds from Government to private accounts and will 
cause little change in reserves or deposits. If its deposits 
drop below a safe minimum, however, the Treasury may 
be forced to borrow.

Barring a recession and assuming no change in the debt 
limit before the end of the year, it appears that Treasury 
activity in the security market will be confined to one re
funding operation and possibly a new issue of tax antici
pation bills. The only security that will have to be refunded 
this year is the 2-1/8 note maturing December 1, 1953, in 
the amount of 10,542 million dollars; less than 10 percent 
of this issue, however, is held by commercial banks. The 
refunding of this note can become a serious problem for 
the Treasury. The new issue, as suggested by Treasury 
officials, will probably be sold sometime this fall. Accord
ing to first reports, the amount would be between 2 billion 
dollars and 2.5 billion. However, because of the small cash 
redemptions on the 2-percent, September 15 bonds and be
cause of the continued success of the sale of savings bonds, 
2 billion dollars in new securities should supply the Treas
ury with necessary funds. The Treasury may possibly find 
a way to decrease the amount further.

Another aspect of the influence of Treasury operations 
on the demand for credit, and one that is somewhat apart 
from the immediate problem, concerns the Treasury cash 
budget. This budget, unlike the administrative budget, 
includes trust-fund operations. For fiscal 1954, receipts 
should almost equal expenditures; therefore, Treasury cash 
operations are not likely to produce any significant changes 
in the money supply. Unless there is a drastic change in 
economic trends in the remainder of the year, the Treas
ury credit demand should be met without any serious 
disturbances to banks or the monetary system.
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