
C o m p e t i t i o n  K e e n  f o r  C o n s u m e r ’ s  C h r i s t m a s  D o l l a r

Most merchants invariably look forward to December. 
They hope in that twelfth hour to see their year’s sales rise 
at least to levels previously recorded or better still to 
even higher levels. Sales managers, therefore, seek to take 
advantage of the public’s holiday buying mood, and the 
race for the consumer’s Christmas dollar is on.

From all appearances, sales promotions this year are 
likely to be even stronger than in other postwar years. 
Some merchants hope to offset the slump of recent months 
with a record volume of sales in December. How much 
consumers buy may partly answer the question as to 
whether low sales in the preceding months reflected merely 
postponed buying or basic economic changes.

All-time high incomes, buttressed by an extensive use of 
credit, enabled Sixth District consumers to maintain pur
chases at a high level during most of the year. Department 
stores sold an unprecedented 515 million dollars in the 
first ten months of this year, or 3 percent more than a 
year earlier; the rate of increase in total retail sales at all 
types of stores probably has been twice as great. In recent 
months, however, total consumer spending has tended to 
level off, and sales of home furnishings and other durable 
goods have actually declined.

Consumer Emphasis on Nondurables
Consumer spending in the District, as depicted by season
ally adjusted sales at department and furniture stores, has 
been quite erratic so far this year. During the first four
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months, department store sales fell off from the peaks 
attained in the closing months of 1952. Despite these 
month-to-month declines, however, sales continued above 
the volume of the same month of 1952.

After rebounding vigorously in May to the highest point 
reached in 1953, sales resumed their downward month-to- 
month trend. By August they had dipped below the August
1952 volume and stayed below year-earlier levels through 
October. Furniture store merchants have experienced a 
similar month-to-month movement, but their sales have 
been declining from year-earlier levels ever since April.

It is evident that consumers have emphasized general 
merchandise in their buying rather than major durables. 
At department stores, sales of small wares and soft goods 
such as apparel and accessories have held up relatively 
better than sales of durable goods. An exception to the
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relative weakness in durable goods sales is the compara
tively high level of automobile sales. For the first nine 
months new passenger car registrations in the District 
averaged 47 percent higher than a year ago, but the rate of 
gain has slowed down somewhat in recent months. Trade 
reports indicate that used car sales, on the other hand, 
have not been encouraging.

High Income Favorable
Several factors will play an important role in determining 
how the sales picture will end this year. Most important, of 
course, is income. Estimates made by this Bank indicate 
that individuals in the District had about 6 percent more 
income to spend in the first half of 1953 than they had dur
ing the same period last year. Chiefly responsible for this 
expansion was the steady growth in income from manufac
turing, which more than offset falling farm income.

Continued growth in purchasing power throughout the 
remainder of the year is doubtful, however, if the recent 
trend in District manufacturing payrolls portends future 
developments. This year’s almost uninterrupted advance 
in seasonally adjusted manufacturing employment and 
payrolls was reversed in August and the decline continued 
into September. Factory payrolls, however, have stayed 
well above amounts for comparable periods last year.

Credit Available
In the short run, consumers can bolster their purchasing 
power by relying upon credit granted either by retailers or 
by banks. Consumer instalment credit granted by com
mercial banks undoubtedly contributed materially to the 
favorable sales picture in durable goods early this year, 
particularly in automobiles. Instalment credit outstanding 
at District banks in the first ten months of this year aver
aged 26 percent higher than in the like period last year.
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From January through October, outstandings advanced
14 percent, more than half of which represented increases 
in loans for the purchase of automobiles. In recent months, 
however, the advance has been less pronounced because 
of the increasing difficulty in moving new and used cars.

Retailers themselves, of course, finance some of the 
purchases made by their customers. At District department 
stores, on-the-cuff buying accounts for nearly 60 percent 
of total sales. During the first third of this year, the greatest 
year-to-year rates of gain occurred in instalment sales. 
Since May, instalment buying has fallen below last year’s 
level in most months, reflecting the trend of major durable 
goods sales. Some of the slack, however, has been taken 
up by the relatively higher level of charge-account sales.

Prices Holding Steady
In addition to income and credit, the course of prices 
affects consumer buying in the short run. This year, how
ever, prices of products sold at retail stores have played 
a more or less neutral role. Although the total consumers 
price index has inched upward slowly, the clothing and 
household furnishings components have been relatively

stable. Since it is unlikely that prices will change sharply 
before the end of the year, they should have little influ
ence on total retail trade in the near future.

Finish Still in Doubt

Retail sales so far this year have been high enough so that 
the year’s total will undoubtedly be greater than in 1952. 
Nevertheless some types of retailers will probably find their 
1953 sales down from last year. December, of course, is 
the biggest month for many merchants and some of them 
are counting on December sales to push the year’s total 
above that of 1952. To meet this anticipated demand many 
of them have built up their inventories, counting, perhaps, 
on Christmas shopping to move the goods off their shelves.

Despite a weakening in income in recent months, pur
chasing power is still higher than last year and credit is 
available. December sales higher than last year’s, therefore, 
are possible. But if the trend of recent months continues, 
December sales will fall short of those of the correspond
ing month of the preceding year for the first time in several 
years.

John S. Curtiss
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L a r g e s t  P o s t w a r  I n c r e a s e  E x p e c t e d

When they close their books this year, individuals in Dis
trict states may find that they added more to their long
term savings in 1953 than in any year since 1944. They 
will achieve this record without difficulty if they lay aside 
as much during the second half of the year as they did the 
first half. By the end of June, individuals had increased 
their time deposits at commercial banks, life insurance 
equities, savings bond holdings, and postal savings deposits 
by over half a billion dollars. Since then incomes have 
remained high, and available data indicate a continued 
growth in savings.

High 1952 Rates Pose Challenge
Although individuals have steadily increased their long
term savings since 1941, they have done so at widely 
varying rates as is shown in the accompanying chart. For 
example, selected long-term savings that increased at an 
average rate of 24 percent a year from 1941 through 1945 
rose about 6 percent a year from 1946 through 1951.

Personal savers in the District increased their holdings 
of long-term savings by 5.8 percent during 1951. Savings 
and loan shares, life insurance equities, and time deposits 
increased at a greater rate than during 1950 and more 
than offset the large net redemptions in savings bonds. The 
higher rates of increase in savings and loan shares and life 
insurance equities continued through 1952. Time deposits,

however, grew much faster than they did during 1951 and 
savings bond holdings declined only slightly. Total selected 
long-term savings, therefore, increased 9.9 percent during
1952, almost double the 1951 rate. In the first six months 
of this year, individuals continued to add to their time 
deposits, life insurance equities, and savings and loan 
shares at about the 1952 rates, but again reduced their 
savings bonds slightly.
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