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Business Conditions and Prospects

Ch a n g e s  in business volumes during January were 
mixed in the Fifth Federal Reserve District. Pro

duction levels seem to have dropped somewhat more 
than the seasonal industries would account for. The 
trade level was good with department store sales reach
ing a new high level, while furniture stores improved 
considerably but remained substantially below an earlier 
peak. Bituminous coal production rose to a new high 
level for the current cyclical move, but construction 
showed more than a seasonal decline. Loans and in
vestments of member banks each declined from Decem
ber and total deposits were down; the sizable loss in 
demand deposits more than offset a gain in time de
posits. Deposits of mutual savings banks in Maryland 
in January showed the same rate of increase as during 
the past three months. Time deposits in member banks 
of the District rose 0.7% in January over the previous 
month, a somewhat larger gain than in the last three 
or four months. Purchases of U. S. Series E and H 
savings bonds exceeded redemptions during January 
with purchases 15% higher than in December and 7% 
higher than a year ago. Net new savings in savings 
and loan associations of all states of the District except 
West Virginia were the smallest in the past four years. 
The value of GI home loans closed during December 
was 26% under November, but 13% ahead of a year 
earlier.

Trade
The current trade level is of substantial significance 

in the business outlook, and interestingly, sales of de
partment stores, seasonally adjusted, in January broke 
out of the plateau they had been on since September 
and established a new high level. January adjusted 
sales were 5% higher than in December and 4%  higher 
than in January 1955. Based on weekly figures, it 
appears that February sales will be in the neighborhood 
of 7%  under January on a seasonally adjusted basis, 
but it is difficult to tell how much of this is due to the 
transit strike in Baltimore. Department store inven
tories rose 2%  further in January, adjusted, and were 
13% ahead of a year ago.

Sales of retail furniture stores in the District during 
January were good; in fact, they were exceeded only 
once before and equaled in only one other month. Janu
ary sales were 8%  above December on an adjusted basis 
and 10% ahead of a year ago. However, January is 
only slightly above the October level and not far above 
the Summer-Fall plateau.

Interestingly, cash sales accounted for a considerable 
part of the January rise, even though they were 5% 
under January last year. Credit sales were up 4%  
during the month and 13% over a year ago. Store

inventories are again on the rise with January gaining 
4%  over December, adjusted, and 18% ahead of a year 
ago.

Complete new passenger automobile registrations in 
December were 45% higher than in November contrary 
to earlier impressions and 7% higher than a year ago. 
The year 1955 showed a gain of 31% over 1954. New 
commercial car registrations were 23% higher in De
cember than in November and 27% higher than a year 
earlier; the year as a whole was up 15%.

New passenger car registrations in January were off 
26% in the Distriict of Columbia from December and 
1% under January 1955. In Virginia, the December- 
January decline was 15%, but January was 25% higher 
than a year ago. Last year the December-January de
cline in the District of Columbia was practically negligi
ble, whereas it was very sharp in Virginia; in fact, 
January was the poorest month of the year.

Sales of major household appliance stores without 
seasonal correction were down 48% in January from 
December, but January was 3%  ahead of January 1955.

December sales of a sample of all independent stores 
were 6.4% ahead of a year earlier, to give the Fifth Dis
trict a rank of 10 among the 12 Federal Reserve Dis
tricts. Apparel stores, up 10.6% over a year ago, 
showed the largest increase followed by general mer
chandise, up 9.7% ; “ other”  retail stores, up 9.4% ; gas
oline service stations, up 6.8% ; furniture and household 
appliance stores, up 6.5% ; eating and drinking estab
lishments, up 6 .2% ; automotive establishments, up 
6.0% ; drug and proprietary stores, up 4 .9% ; and food 
stores, up 2.1%.

Construction
Contract awards for all types of construction in Janu

ary were down 10% from December on a seasonally 
adjusted basis and down 22% from a year ago. Changes 
from December to January, seasonally adjusted, show 
gains of 45% in commercial awards, 10% in manufac
turing awards, and 10% in public works and utility 
awards. Other types of awards were lower than in 
December with residential down 24% . Relative to a 
year ago, manufacturing awards, up 141% and public 
works and utility awards up 14% were the only gains 
shown. Commercial construction was down 31% and 
residential down 48% . Awards for one- and two-family 
houses were down 32% from a year ago but the 
January 1955 level established an all time peak by a wide 
margin and the January 1956 level had never been ex
ceeded prior to December 1954. It appears that no 
great current strength is being shown in any segment 
of the construction industry in this area 'except for 
manufacturing buildings.
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Bituminous Coal
Output of bituminous coal in the Fifth District moved 

up 4%  from December to January on an average daily 
basis and January was 21% higher than a year earlier. 
The January production level is the highest point in 
the upward trend which began in the Spring of 1954. 
Output still has some distance to go to equal the years
1947 and 1948, but the rate of utilization by electric 
power utilities and the steel industry and strength in 
the export market give promise of further gains.

Manufacturing
Manufacturing activity based on man-hours shows 

Virginia and the Carolinas down 2.4% from December 
but 6.4% ahead of a year ago. The December-January 
drop is somewhat smaller than occurred last year; but 
the decline of 2.2% in durable goods industries was 
larger than last year, while the 2.3% decline in non
durable goods man-hours was smaller than last year. 
Man-hours in durable goods manufacturing industries in 
these states was 10.8% higher than a year ago and 
5.0% higher for nondurable goods industries. A  de
cline occurred in all industries with the exception of 
furniture in South Carolina, food products and the ap
parel industries in Virginia. The largest declines be
tween December and January occurred in the lumber 
industry of North Carolina; metals industries, both 
primary and fabricated, in both Virginia and North 
Carolina; the tobacco and food industries in Virginia 
and North Carolina which are seasonal. The seamless 
hosiery industry also showed a sizable drop and the 
chemical industries’ of North Carolina drop was fairly 
substantial.

Complete figures for all states for December show 
man-hours in all manufacturing industries down 0.5% 
from the month before, but 7.1% ahead of a year ago. 
The durable goods industries increased 0.2% during 
the month and 12.4% during the year. Nondurable 
goods industries declined 1.0% during the month, but 
were 4.3% ahead of a year ago.

Cotton consumption in January on a seasonally ad
justed basis was 3% lower than in December, but 6% 
higher than a year ago. Spindle hours of operation 
made a somewhat better showing with January down 
only 1% from December and also 6% ahead of a year 
ago. Cigarette production in the District during 
December was 4%  smaller than November, 1% ahead 
of a year ago, with the year as a whole, up 4% . Janu
ary cigarette output in Virginia was 7.1% ahead of a 
year ago according to the Richmond Chamber of Com
merce.

The backlog of business in the cotton broadwoven 
goods industry appears adequate to permit a six-day 
week three shift operation pretty much through the 
first half year. The backlog of carded cotton yarn spin
ners is pretty solidly booked for the next three months. 
Some weavers of broadwoven synthetic fabrics of spun

yarns have cut back to a four-day week; some are still 
on a five-day week. Looms being cut back are being 
converted to cotton fabrics in many instances, which 
may have a tendency to ease a somewhat tight cotton 
goods supply situation. It is interesting to note that 
while cotton broadwoven goods backlogs are heavy, 
there has been very little addition to them in recent 
weeks.

Banking
Total loans and investments of all member banks in 

the Fifth District dropped $96 million during January 
as a result of a $37 million decline in loans and dis
counts and a decline of $62 million in holdings of U. S. 
Government obligations, only moderately offset by an 
increase of $3 million in other security holdings. Total 
loans and investments were $143 million higher than a 
year ago, accounted for by increases of $369 million in 
loans and $27 million in holdings of other securities, 
in part offset by a drop of $253 million in holdings of 
U. S. Government obligations.

Total deposits of member banks declined $195 million 
during January with demand deposits down $207 mil
lion and time deposits up $12 million. Interbank de
posits dropped $50 million and other demand deposits 
declined $157 million. Total deposits, however, were 
$92 million higher than a year ago with demand de
posits up $62 million and time deposits up $30 million. 
Interbank deposits were down $27 million while other 
demand deposits were up $89 million. Member banks 
reserve balance at the Federal Reserve Bank rose $27 
million in January, but were still $2 million lower than 
they were a year ago.

Member bank borrowings amounted to $50 million 
in January, the same level as in December and $13 mil
lion higher than a year ago. Some shifts occurred in 
borrowings, with borrowings from others down $9 mil
lion and borrowings from the Federal Reserve Bank 
up $9 million. Relative to a year ago borrowings from 
others were down $13 million, while borrowings from 
the Reserve Bank were up $26 million.

Total loans of the weekly reporting banks are show
ing a seasonal reduction very similar to 1953 and 1954, 
but considerably greater than 1955. Commercial, in
dustrial, and agricultural loans have not fallen thus far 
quite as much as was the case in 1953 and 1954, but 
the decline contrasts with a rise a year ago. Real 
estate loans are moving very similarly to those in 1953 
and 1954, but showing less increase than in 1955. “ All 
other” loans, which continued an upward trend through 
the first week in February, have since been declining. 
This is contrary to the experience in both 1953 and
1955. Figures from a small sample of banks show de
clines in loans to sales finance companies of some signif
icance and a seasonal decline in loans to commodities 
dealers, but loans to all other types of borrowers are 
either showing stability or rising.
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