
Seasonal Swings in Electric Power
Bankers, businessmen, and economists are continually 
looking for signs of economic changes. They learn from 
accounting systems what is happening in individual 
firms, but such precise accounts for the general economy 
are not available. To measure overall changes, they must 
appraise changes in various economic indicators.

One piece of the puzzle that helps give shape to the 
picture is output of electric energy. For a number of 
years, the Federal Reserve Bank of Atlanta has published 
monthly indexes of electric energy generated in an aver
age day by privately and publicly owned utilities in 
Sixth District states. These data are based on production 
figures published by the Federal Power Commission, 
which in turn are derived from reports of generating 
plants that produce most of our electric power. Energy 
generated by private industry for its own use, making 
up 14 percent of the total in 1956, is not included.

The index of electric power is now more valuable as 
an economic indicator than it was in the past. Beginning 
with this issue of the Monthly Review, it is being pub
lished on a seasonally adjusted basis. Heretofore, we 
showed only the unadjusted figures.

Most of us are aware that we have been using more 
and more electric power in recent years. That production 
increased rapidly, therefore, is not surprising. During any 
year, output fluctuates rather widely because demand 
changes with the seasons. However, it would be a mis
take to try to find out underlying trends in the industry by 
looking at changes during any one season. Neither can 
we assume that changes for any one year are typical for 
all years. To bring the basic trend into focus, or to sea
sonally adjust the series, we use data for several years to

Seasonal Adjustment Factors for 
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determine the average variation in production associated 
with the seasons. The actual change is then adjusted to 
eliminate seasonal influences. In recent years, for example, 
electric power production increased, on the average, about
3 percent from May to June. By subtracting this change 
from the actual change in June, we are able to determine 
the more fundamental movement.

With electricity being so widely used on an increasing 
scale, production is affected by many new developments. 
Since seasonal fluctuations may also change, it is wise to

continually review expected seasonal changes based on 
historical data. The chart illustrates the change in the 
seasonal pattern since 1950.

In 1950, electric utilities in the Sixth Federal Reserve 
District expected their output to be highest in winter, 
when longer nights mean increased lighting demands. 
Also, cold weather increases the demand for heating 
in some areas where electricity is used for that purpose. 
Since 1950, summer demands have risen so sharply that 
the production peak now occurs in August. The increased 
use of air conditioning, principally by commercial estab
lishments, explains this radical shift in the seasonal swing.

Having adjusted for such expected changes, we de
rive the smooth line shown in the chart below along 
with the unadjusted data. In view of the recent rapid 
and much publicized economic development of this region, 
we are not surprised to see the strong upward trend.
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Since commercial and industrial establishments are the 
heaviest users of electric power, the increases in electric 
output have reflected in large part the industrial expansion 
in this area. Residential consumers, also important users 
of power, have increased their demand as they acquired 
new homes and put to use the wider range of new home 
appliances available today. In recent years the Atomic 
Energy Commission has had to have more electric energy 
because of its sharply expanded program. Largely met by 
the Tennessee Valley Authority, this additional demand 
had marked effects on output in Tennessee and Alabama.

We see that the value of figures on electric power 
production is enhanced by seasonal adjustment. We also 
see from a brief look at the numerous factors affecting 
power output that this adjustment is only a starting 
point in determining economic developments. More basic 
movements, once determined, usually raise still further 
questions, and finding the answers is an intriguing as 
well as informative process. Ph ilip  W ebster
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