
The Flowers That Bloom in the Spring
Analogies between changing weather conditions and 
changing business conditions come to mind all too readily. 
Pondering the ups and downs of business and the many 
shades and degrees of optimism and pessimism that accom
pany them, one is unavoidably reminded of the waxing 
and waning of life throughout nature during the cycle of 
the seasons and of the changing moods that are character
istic of it. Prediction, too, is as uncertain in the one case 
as in the other. Take, for instance, the most recent example 
of this kind of situation.

Last October the weather was unseasonably warm and 
the leaves clung to the trees long after they should have 
fallen. Close observers noted that onion skins seemed 
thicker and tougher than the year before and others were 
sure that the squirrels were flaunting bushier tails than 
usual and that the moles were burrowing deeper than last 
year. According to those who profess to know about such 
things, all signs were pointing to a long, hard winter ahead.

A somewhat similar state of affairs existed in the realm 
of business. Beginning somewhere back in the third quarter 
of 1953, signs began to point to difficult times ahead. The 
index of industrial production, that averaged 134 for the 
year 1953 and that still stood at 132 in October of that 
year, fell little by little during the remainder of the year 
and on into 1954 until it hit a low of 123 in the spring.

Much of the decline in industrial production was occa
sioned by what was happening in the automobile industry 
and others related to it, as well as in the steel industry 
that feeds them. There had been severe reductions in the 
output of new cars in anticipation of bringing out new 
models earlier than in previous years. Thus, while the index 
of industrial production dropped by only ten or eleven 
points between October 1953 and the summer of 1954, 
primary metals dropped twenty-five points, and transporta
tion equipment (which includes automobiles) dropped 
twenty-eight points in the index.

Industrial production was further depressed by reduc
tions in defense spending for hard goods and by inven
tory liquidation between the fall of 1953 and the fall of 
1954. Total business sales declined slightly but on the 
whole remained at a high level. Sales volume, however, was 
being maintained out of inventory rather than out of new 
production and so reacted unfavorably on production.

Two other developments conspired to create uncertainty 
about the future during the period under consideration. 
Expenditures for new plant and equipment that had been 
running at a seasonally adjusted annual rate of 28.9 
billion dollars in the third quarter of 1953 sank, quarter 
by quarter, to 26.6 billion in the fourth quarter of 1954. 
Expenditures by the Federal Government for goods and 
services likewise fell from a seasonally adjusted annual 
rate of 62.2 billion dollars in the second quarter of 1953 
to 47.9 billion in the third quarter of 1954.

Accompanying the shrinkage in the industrial sector of 
the economy was an increase in the number of unemployed. 
Between the seasonal low in October 1953 and the late

winter seasonal high of 1954 the number of unemployed 
more than trebled, rising from 1.8 percent of the labor 
force in October to 5.8 percent in the following March.

Agriculture also had problems of its own. Chief among 
these was the decline in farm income resulting from falling 
prices, a shrinking export demand, and the ravages of a 
severe drought. For the first ten months of 1954 cash 
receipts were running some 4 percent below the same pe
riod in 1953, receipts from livestock being down about 3 
percent and those from crops down about 5 Vi percent.

The brightest spot in the whole economic picture was 
the unabated housing boom. The demand for new housing 
seemed insatiable and month by month all records seemed 
to be broken. With disposable income stable at a high level, 
and with easy terms and low rates prevailing in the mort
gage market, no one could say how far this particular 
boom had yet to go.

The maintenance of retail sales at a high level was also 
a bright spot. It showed that consumers were in a buying 
mood, and things could not be too bad as long as they 
continued to buy. Buying, of course, had been helped to 
some extent by reductions in taxes— a form of stimulation 
that may not be repeated. To a certain extent too, buying 
has been maintained by encroaching on the proportion of 
income going into savings and by some increase in the use 
of consumer credit.

A third bright spot in the picture was the paradoxical 
behavior of the stock market. While nearly everything else 
was going down, it continued to rise to unprecedented 
peaks. Like an aurora borealis it cast an unearthly glow 
over the whole economic scene so that everything shim
mered in a beauty not its own.

This, then, was the way the signs were pointing during 
most of 1954. Enough has been said to show that despite 
a few bright spots, there were some valid grounds for 
pessimism. Fears abounded that the country was at last 
about to encounter the major economic crisis that had 
been expected ever since the end of the second World War. 
Every war in the past, after all, had been followed by se
rious economic repercussions. So far, World War II and 
the Korean War had been followed only by ripples and not 
by the tidal waves that had been anticipated. Was there not 
reason, indeed, to suppose that sooner or later we would 
experience the economic consequences of these world- 
shaking cataclysms? Was it reasonable to believe that such 
events could occur without producing any serious reaction? 
Darkened by this shadow of the past, the mood of the 
country in 1954 was fearful and pessimistic beyond any
thing that was justified by objective conditions.

There were optimists, of course, who took a different 
view of things. Everything was different now, the more 
extreme were saying. They pointed out that no two histori
cal situations are ever alike and, anyway, our economy 
is now equipped with built-in stabilizers and shock absorb
ers, to say nothing of self-starters, power steering, power 
brakes, automatic gear shifts, and direction signals—just
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like our automobiles. With all this new paraphernalia, the 
machine need never again go into the ditch. The pessimists, 
however, muttered that although history may never repeat 
itself exactly, it nevertheless does repeat, and that even the 
fanciest kind of car can sometimes be found in the ditch.

As often happens, however, the signs portending a hard 
winter have failed. Thus far it has been a remarkably open 
winter. Here and there, and now and then, perhaps, it has 
seemed as though the worst of winter was about to descend, 
but these periods have been short and quite infrequent, at 
least in this part of the country. A mildness betokening an 
early spring is in the air. Flowers that might be expected 
to blossom somewhat later are even now beginning to bud 
in the more sheltered places.

Equally mistaken have been the signs of approaching 
economic troubles. The indexes that had shown little 
change from their low spring levels turned upward again. 
The index of industrial production by the end of the year 
reached 131— a figure higher than that for November 
1953. Manufactures of both durable and nondurable goods 
ended the year at the highest level reached for the last 
twelve months. Construction activity continued without 
abatement except for that incident to the season. The 
holiday trade in 1954 exceeded that of 1953 and incomes 
remained high. Beginning in midsummer the number of 
unemployed as well as the number of temporary layoffs 
began to decline and the average work week began to 
lengthen a little. The stock market continued to forge 
ahead with only short lulls to punctuate the long advance.

The air of pessimism that had constituted the psycho
logical atmosphere throughout most of 1954 had evapo
rated by the year’s end like a morning mist before the genial 
rays of a spring sun. The year 1955 opens with a feeling 
of buoyancy that is almost without precedent—at least in 
the period since 1929. New patents are being recorded in 
record numbers, showing that the inventiveness of the 
American people is very much alive and active. New in
corporations are increasing in number month by month, 
showing that the venturesomeness of American business 
has not died out. And the nation is enjoying a boom in the 
number of babies that indicates a general feeling of security 
and prosperity throughout the population.

It seems, therefore, that the optimists were right after 
all. It was no serious business set-back towards which we 
were heading last year. It was only a pause, only a short 
step back, perhaps, before resuming our upward march 
toward ever greater material prosperity. Even now the 
optimists are telling us that this is only the beginning of 
still better things to come. We are on the verge of a new 
era, a new type of economy, in which atomic energy, elec
tronic controls, automation, and electronic brains will 
relieve mankind (or that fortunate part of it to which we 
belong) of much of the necessity for work and, presum
ably, of thought. We will all live in bigger and better homes 
filled with more and better gadgets of all kinds. Our streets 
and roads will be crowded with millions more of longer, 
lower, and more powerful two- and three-toned cars, and 
the skies will be filled with streaking jets hurling millions 
of happy tourists from continent to continent at speeds 
approaching that of sound. A new era!

The concept of a “new era,” however, is itself not new. 
The older folks in the population have heard of it before. 
The term stirs memories that one would rather forget in 
this season when hope and confidence, production and 
sales, and construction and new businesses are all bur
geoning forth like flowers that bloom in the spring.

Even in such a season, however, it might pay to be 
realistic. Spring is a fickle wench and her smile can be 
withdrawn as quickly as it is given, and all the flowers that 
bloom in the spring will not survive into the summer. Those 
that are indigenous to the region and that have developed 
sufficient hardiness to withstand the unexpected frosts and 
freezes of early spring may survive. Exotic varieties that 
have been betrayed by an early sun into a premature dis
play of their beauty may never live to see the summer.

In business, too, a season of recovery from recession 
has its hazards. Not all new ventures will survive and not 
all hopes and dreams will come true. Those that are most 
deeply rooted in the permanent needs of the economy will 
have the best chance of survival. On the other hand, those 
whose only reason for being is to buy cheap today in order 
to sell dear tomorrow and which have no roots in anything 
are quite likely to be early casualties in any economic 
storm. To the degree that any economic activity loses its 
connection with the real needs of people and, hence, its 
true economic significance, and thus begins to assume this 
rootless condition, it becomes increasingly vulnerable to 
every wintry wind that blows.

Just now, therefore, when the future shines so brightly 
ahead of us, we should be especially wary of the dangers 
that lurk in precisely such a situation. The modest and 
soundly-based gains that are currently being made through
out the economy can easily be forced into unsound and 
speculative flowering by ill-considered policies and actions 
taken at this time on the strength of little more than the 
prevailing optimistic mood. It would be well, therefore, at 
this juncture to consider carefully the fate of at least some 
of the flowers that bloom in the spring.

Earle L. Rauber

B a n k  A n n o u n c e m e n t s
The Federal Reserve System welcomes to its member
ship the newly organized First National Bank of Pom
pano Beach, Pompano Beach, Florida. The bank opened 
for business January 3 with capital stock oi $200,000 
and surplus of $50,000. Officers are Arthur H. Ogle, 
President; E. G. Steadman, Executive Vice President; 
and L. E. Sauer, Cashier.

Added to the par list, on January 1, was the Umatilla 
State Bank, Umatilla, Florida. This bank’s capital 
amounts to $50,000 and surplus and undivided profits 
to $106,464. John C. Deavor is President; Oakley 
Andrews is Vice President and Cashier; and C. S. Cope- 
lan is Assistant Cashier.

The newly organized nonmember Bank of Miami 
Beach, Miami Beach, Florida, opened for business on 
January 7 and began remitting at par. Capital stock 
amounts to $500,000 and surplus and undivided profits 
to $125,000. D. Lee Powell is President; O. F. Rogers, 
Executive Vice President; B. F. Danbaum, Vice Presi
dent; and Charles M. Volk, Vice President and Cashier.
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