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The business revival broadened during the second quarter 
of 1955. At mid-year, even agricultural prospects looked 
a little better; construction, which had been bolstering the 
District’s economy, continued at a high level; manufactur
ing employment pushed upward; and the revival continued 
to be supported by an increasing amount of consumer 
spending made possible by higher incomes and more credit. 
Of course, soft spots still remain in the District’s economy, 
and the upward trend may be reversed later this year. But 
if the trend established in the first half continues, a new 
economic record will be set.

B ro a d en in g  R eco v ery  in M anufacturing
By the middle of May at District factories, half of the 
loss of employment between the peak of 1953 and the 
1954-recession low had been made up. A moderate rise in 
textiles, the number one manufacturing employer, contrib
uted heavily to the recovery. Between December and June, 
cotton consumption increased 12 percent, and during June 
was 13 percent greater than in June 1954.

There is further evidence of economic recovery in the 
District. Many manufacturing employers, instead of add
ing workers, extended working hours and in some cases 
increased pay rates. Over-time pay also helped to raise 
average weekly earnings in all manufacturing plants for 
the first five months of 1955 to 5 percent above the like 
period last year. Indeed, average weekly earnings this 
May were at a record level. Some industries with rapid 
rates of postwar growth, such as paper, chemicals, and 
apparel, set new records in the number of workers em
ployed. But the district lumber industry, second largest 
manufacturing employer, improved little.

Manufacturing workers’ pay checks were witness to the 
broadening revival. Factory payrolls in District states rose 
steadily, and in May workers’ total payrolls had increased
4 percent since the first of the year, after seasonal adjust
ment, and were 10 percent greater than in last May.

Outside of manufacturing and agriculture, employment 
improved slowly but steadily. Despite a strike that idled 
over 35,000 rail and telephone workers for over two 
months, total nonfarm employment other than manufac
turing for the first five months of this year was slightly 
higher than a year ago. State and local governments, 
service trades, and finance, insurance, and real-estate es
tablishments were all hiring more workers.

C ontinued  C onstruction E xpansion
Contracts awarded for all types of construction com
bined ran 31 percent ahead of the first six months of 1954. 
Contracts awarded for new manufacturing plants were up 
45 percent from that period last year, and the gain in com
mercial building awards was even greater.

As the recovery broadened, manufacturing firms re
vealed plans to expand or to build an increasing number 
of plants. Such plans included a new newsprint plant at 
Mobile, Alabama, and an expansion of one at Calhoun,

Tennessee, costing together 45 million dollars, as well as 
two new refineries—one in Florida and one in Mississippi 
—together costing 26 million dollars, and an expansion 
of a paper mill in Jacksonville, Florida, to cost 20 million.

All together, plans for 40 new or expanded plants, ex
cluding those to cost less than 100,000 dollars, were an
nounced in the second quarter. The total estimated cost 
of new plants announced during the first half is greater 
than that for any other half-year period since 1952.

Prospects for important public works construction were 
also indicated. Ground was broken for a 65-million-dol- 
lar highway bridge across the Mississippi at New Orleans. 
In Florida, the Supreme Court validated a 74-million- 
dollar bond issue to pay for the Miami-Fort Pierce turn
pike. A turnpike to run the length of the state that may 
cost 200 million dollars has been authorized.

Figures on residential construction are harder to in
terpret. In March, awards were at an all-time high; then 
in April and in May they were down; in June they rose 
slightly and were up 47 percent from last June. Contract 
awards do not usually decline in April and May. The ques
tion is raised in the minds of some persons as to whether 
this is the initiation of a downturn. Contracts already 
awarded, however, are sufficient to keep the construction 
industry busy in the near future.

A gricu ltural P rosp ects Im proved
The weather has treated District farmers a little more 
kindly in recent months after last year’s drought and the 
disastrous freeze in March. Except for a lack of moisture 
for a few weeks in some areas, favorable weather has pre
vailed since April. Farmers have been trying to offset 
some of the income losses stemming from acreage restric
tions; they can, of course, do nothing to restore the peach, 
pecan, and tung nut crops that were destroyed by the 
freeze. They could not completely offset the loss of the 
early spring vegetable crops; replanted vegetable crops 
from the southern part of the District came onto the mar
ket at about the same time as crops from the central areas, 
and the expanded supply pushed prices down. Many 
farmers, however, are attempting to produce and market 
more livestock and livestock products.

The end effects of these developments on total District 
farm income are as yet problematical. The success of 
some farmers’ efforts to offset losses will depend largely 
on favorable weather. In Florida, farm marketings during 
the first four months were substantially higher than last 
year. In other District states, however, despite only mod
erate declines in receipts from livestock and livestock prod
ucts, total receipts were reduced substantially by lower 
returns from crop marketings. However, at a sample of 
banks whose chief customers are farmers, demand deposits 
of farmers were above last April. Farm income for the year 
may not be as low as was expected earlier this year.
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M anufacturing E m ploym ent  
an d  P ayro lls

Payrolls have expanded more than employment in recent 
months and are above the peak reached in 1954.

pfcrĉ nt

Employment gains from the 1954 low points have varied 
significantly among types of manufacturing.
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And because some types of manufacturing are more im
portant in some states than others, the rate of recovery 
has varied from state to state.
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But by the end of May this year, employment had reached 
the peak levels of 1953 in only three industries.
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C onsum er S p en d in g  Up
Total income payments to individuals, according to sea
sonally adjusted preliminary estimates, were 3 percent 
greater in the second quarter than in the first quarter of 
this year and 5 percent above that of the second quarter 
of 1954. Consumers used their greater incomes to raise 
their buying to an even higher level than prevailed in the 
first quarter of this year, particularly their purchases of 
durable goods. At department stores, for example, durable 
goods sales in the first half were 20 percent greater than 
a year earlier, whereas nondurable goods sales were up 8 
percent. Furniture stores benefited especially, with sales 
for the first half of the year higher than in any other half 
since 1947. New car sales through May were 32 percent 
greater than a year ago. Buying gasoline to run the cars 
boosted gasoline tax collections to a new high.

Greater use of credit supported some of this buying. 
At reporting department stores, instalment and charge ac
count sales together accounted for 56 percent of the total 
purchases through June this year, compared with 55 per
cent last year, and charge account customers owed depart
ment stores 10 percent more and instalment account cus
tomers 16 percent more than last year. Buying automobiles 
on credit helped push up instalment loans at commercial 
banks in the second quarter, and other types of lenders to 
consumers reported even greater increase in outstandings.

B ank C redit G row th
Reports from District banks reflected the broadening of 
the business revival. Net demand deposits at member 
banks, seasonally adjusted, rose almost 3 percent from the 
first of the year and in June averaged 9 percent higher than 
a year earlier. Loans at member banks increased steadily 
during every month in the first half of 1955, reaching 
the record total of 2.9 billion dollars at the end of June, 
17 percent higher than a year earlier. At weekly report
ing banks, increases of 6 percent in loans to consumers 
and 29 percent in real-estate loans accounted for most 
of the growth in total loans in the first half.

In the face of lower farm income, farm loans in April 
were 10 percent above those for April 1954. Moreover, 
there was a marked shift from farm loans unsecured to 
farm loans secured by real estate, apparently reflecting an 
effort on the part of bankers to obtain security on pro
duction loans as well as on capital loans.

The apparent close connection between the business 
revival and credit extended makes some persons distrust 
the sustainability of the revival. Whether or not credit ex
pansion can be sustained without inflationary develop
ments, however, depends basically upon whether or not 
production and income expand along with it. So far, there 
have been important production increases, and these in
creases have not taxed capacity. But as economic activity 
expands, whether production and income continue to grow 
along with the expansion in credit becomes an increas
ingly important element in assessing the future. This adds 
another “if” to the qualifications that previously hedged 
most predictions about future economic conditions.

C h a r l e s  T .  T a y l o r
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