
theU U  Eldistrict

I960 had an auspicious beginning with employ
ment and production expanding through January 
and undoubtedly giving income of Fifth District 
residents another upward push. Significantly, the 
expansion of business activity has been on a broad 
front. Plus signs have been shown by most of the 
D istrict’s principal industries, including textiles, 
cigarettes, furniture, food, primary metals, lumber, 
and transportation equipment. One of the few 
downturns reported was in construction contract 
awards, although the sharp decline here may have 
been a reaction in part to the equally strong rise in 
the preceding month.

Although available February reports disclosed 
no significant signs of current weakness in the Dis
trict economy and business confidence remained 
high, there was a tendency of businessmen to mod
erate earlier estimates of the strength and length of 
the business upsurge. W hether the change in busi
ness sentiment stemmed from the influence of the 
customary seasonal slowrdowns of February or 
whether it had other origins may possibly be dis
closed this month. In any case, developments this 
month will be examined unusually carefully as 
possible harbingers of the 1960 economic story.
MAN-HOURS GAIN Man-hours in Fifth District 
manufacturing industries in January posted a 
1.8% increase over December after adjustm ent for 
seasonal factors. The gains were widespread, in
cluding all District states and all industry groups 
except electrical machinery and printing and pub
lishing. An especially strong increase was re
corded by the transportation equipment industries 
as automobile assembly plants in Norfolk and Bal
timore stepped up production. Sizable gains were 
also made in fabricated metal products and tobacco 
manufactures.

Nonfarm employment after seasonal correction 
rose from December to January in all Fifth Dis
trict states. The increase for the District as a 
whole was 0.5%, with W est Virginia making the 
largest gain. W est V irginia’s January employ
ment total, however, remained below the year-ago 
level. The industry groups which chalked up 
gains were manufacturing, both durable and non

durable, contract construction, trade, government, 
and transportation, communication, and public 
utilities. Declines occurred in mining, service in
dustries, and finance, insurance, and real estate.
THE TOBACCO STORY Cigarette production in 
both the U. S. and the Fifth District reached rec
ord levels in 1959. This signaled an excellent year 
for District tobacco factories, which account for 
80% of U. S. cigarette output. Production of 
cigarettes in the District in 1959 registered the 
fifth consecutive yearly increase with a 7% gain 
over the 1958 level. In addition to cigarettes the 
Fifth District is also a center for manufactured to
bacco (plug, twist, fine-cut chewing, scrap chew
ing, smoking, and snuff). Only 6% of the fac
tories in this group are in District states, but they 
account for about half of U. S. production.

In addition to record output, the cigarette indus-
Machines that produce more than 1200 cigarettes every min
ute enable supply to keep pace with the growing demand.
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try in 1959 saw the introduction of a host of new 
brands, bringing the total number of sizes, shapes, 
and trade names to an estimated 117. From  this 
wide range of choices the 58 million smokers in 
the country could choose regular or king size, fil
tered or nonfiltered, mentholated or nonmentho- 
lated, and even such items as tobaccoless ciga
rettes. A t the end of the year filtered cigarettes 
appeared to have secured about 50% of the m ar
ket. Menthols made big gains during the year, 
and with many new brands introduced, captured 
about 10% of total sales.
TEXTILE WAGES BOOSTED In confirmation of 
widespread rumors that had been circulating in the 
textile industry, many of the D istrict’s mills have 
announced wage increases for their employees. 
These wage hikes, which became effective Febru
ary 29, were expected to average 5% although the 
exact amount of the increase was not made known.

There was considerable speculation as to wheth
er the wage increase would be followed by a rise 
in the prices of industrial fabrics. This conjecture 
was based in large part on the fact that these prices 
have not risen as much as have prices of other 
cotton fabrics in the past year. Another, and pos
sibly more important, factor was that orders for 
auto fabrics were reported to be fairly slow. In 
general, it was not expected that the wage increase 
would lead to the widespread price increase that 
followed the wage boost a year ago.

Sales of cotton gray goods by District mills have 
been very slow so far this year. Orders for cer
tain kinds of cloth have been satisfactory, but there 
has been no tendency on the part of buyers in gen
eral to add to the orders they have already placed 
with mills. Most mills still have large backlogs 
of orders, however, and are maintaining operations 
at a high level. Mills weaving synthetic fabrics 
have booked orders for delivery as far in advance 
as the third quarter. This has built up their back
log of orders to its highest level since the Korean 
W ar. Cotton yarn mills also have large backlogs 
of orders as they have sold practically all their 
production through June.

M an-hours, seasonally adjusted, in District tex
tile mills in January showed a good increase over 
December. All three categories, broadwoven fabric 
mills, yarn and thread mills, and knitting mills, 
bettered their December performance during Janu
ary. In February mill operations in some scat
tered areas were affected by outbreaks of flu, which 
kept employees home and forced rearrangement 
of production schedules.

COAL TRENDS UPWARD In line with forecasts, 
bituminous coal production through January and 
early February ran ahead of year-ago levels. Dis
trict coal output for the first five weeks of 1960 
averaged 4% higher than the same period in 1959 
but 11% under 1957.

After being hard hit by the 116-day steel strike 
last year, it is estimated that the rebound in bitu
minous coal demand in the nation may raise out
put to 430-460 million tons this year. Production 
in 1959, as in recession-bound 1958, amounted to 
410 million tons. The expected increase for 1960 
is based on expected record consumption by steel 
mills and electric utilities. Declines are expected 
in demand from other industrial customers and 
from retail and export markets. The prospects for 
improvement in overseas demand remain bleak. 
European markets for District coal are marked by 
heavy inventories and by increasing competition 
from oil and gas. Pithead stocks of coal in the 
European Coal and Steel Community countries at 
the last reported date (September 1959) totaled 
32.6 million tons, up severely from 22.5 million 
tons at the same date a year earlier. Current re
ports indicate, however, some decline in coal in
ventories in recent months. District coal exports 
have shown a somewhat improved trend since De
cember 1959 but are still substantially below year- 
ago levels.
BANKING District banking activity in recent 
weeks has reflected quite well the recent strength 
of the District economy. At weekly reporting 
banks, loans climbed some .7% during February— 
a much better than seasonal performance. Busi
ness borrowing was particularly heavy.

Other indications of continued pressure on bank
ing resources during February included sharp in
creases in loan-deposit ratios, sizable sales of 
Government securities, fairly heavy borrowing at 
the discount window, and net purchases of Fed
eral funds by larger District banks active in the 
Federal funds market.
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F F TH district

High in the thirties, low in the twenties, and 
snow toward the end of the week. W ith that 
forecast actually materializing in the middle of 
February and each of the first three weeks of the 
transitional month of March, the weather has had 
little competition around the District when it 
comes to subjects for discussion. W hat makes 
the weather an unrivaled topic for conversation is 
the simple fact that as yet it cannot be blamed on 
human frailties or foibles in any form, nor are 
human sensitivities likely to take offense at any 
opinions which might be expressed about it. If, 
then, there have appeared some crosscurrents of 
economic uncertainty, the convenient thing to do 
is just to blame it on the weather. An explanation 
needs more tangible support than the mere fact of 
its convenience in order to merit general accept
ance. The m ixture of evidence currently available 
reflecting economic conditions in the Fifth Dis
trict remains somewhat inconclusive. The District 
economy, however, has been predominantly strong 
and tends to give considerable support to an a tti
tude of cautious optimism.
PREVAILING STRENGTH In general, District pro
duction continues at a high level. Retail sales and 
outdoor activities, such as lumber and fishing 
operations, have been hard hit by the weather. 
Large backlogs continue to support textile and 
furniture production in contrast to the rather slow 
pace of retail sales. Construction contract awards

took an apparently better than seasonal upward 
turn in February (following a rather low January 
figure). W ith seasonal factors roughly taken into 
account, February appeared to be but little lower 
than the 1959 monthly average. W ith a good 
volume of plans and projects already in process 
the construction industry has remained an element 
of current strength in the District economy even 
though the weather has retarded construction 
schedules. Increases have recently been recorded 
in the prices of livestock products which compose 
the bulk of current District farm marketings. 
These factors suggest that District production and 
employment have remained fairly stable, support
ing a pretty good level of personal income. How 
people will choose to use this income with the 
arrival of spring weather and a late Easter season 
will be a critical development this month.
THE RIDDLE OF RETAIL SALES Retail sales indi
cate the consumer’s final and all-important ac
ceptance or rejection of goods and services offered 
in the market place. H ere a single result, an un
expectedly low volume, has been accompanied by 
a variety of possible causes. January department 
store sales, seasonally adjusted, were about even 
with December at a level which had been exceeded 
in only three months of 1959, namely, January, 
July and August. Reports indicate that the down
turn in the District came about the middle of Jan
uary with sales levels declining thereafter over a

Retailers hope that the adverse effects of frequent March snows and unusually cold weather w ill be largely offset in the month of April.
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Although snow retarded normal spring lumber production, inventories remained fairly  constant due to a similar slowdown in construction.

period of about eight weeks. Allowing for nor
mal seasonal variations, department store sales in 
February were about 8% below the December- 
January level. Even after taking the effects of 
the late Easter season into account, March sales 
were still about 20% below January, and 13% be
low March 1959. Furniture and automobile sales 
have also been disappointing.

It would appear that two factors in particular 
suffice to explain much of the recent reluctance of 
buyers. Certainly the weather has made shop
ping most unattractive during much of one week 
in February and three weeks in March. The late 
date on which Easter falls this year has removed 
the pressure which would otherwise have been 
felt by this time to shop for Easter needs. The 
period between the after-Christmas clearances and 
Easter has apparently failed to develop any of the 
special sales stimuli which most other periods of 
similar duration now possess in some degree. This 
is a time when buyers can stay home if they choose 
to do so. This year their freedom of choice has 
been unduly influenced by bad weather.
MINOR ADJUSTMENTS MARK MAN-HOURS To
tal manufacturing man-hours in the District, sea
sonally adjusted, declined about 1.5% between 
January and February. This development partial
ly offset the 1.9% increase between December and 
January. Thus February man-hours, after cor
rection for normal seasonal variations, compared 
favorably with the December data. Lumber and 
wood products, furniture and fixtures, and apparel 
were the significant exceptions.

z\lthough total man-hours, seasonally corrected, 
declined between January and February, primary 
metals, nonelectrical machinery, stone, clay and

glass products, the broadwoven component of tex
tile mill products, and printing and allied indus
tries remained about the same or registered moder
ate gains. Activity in yarn mills and knitting 
mills measured by this indicator decreased between 
January and February by about 3% and 6% , re
spectively. By the same token, transportation 
equipment declined about 6% following an in
crease of more than 17% between December and 
January. The reductions in the lumber and furni
ture categories amounted to approximately 5% 
and 4% , respectively.
LUMBER SLOW BUT PRICES FIRM The lumber in
dustry has plodded along through its winter period 
of seasonally low demand. District production in 
January and February measured in man-hours, 
however, exceeded output in the same months of
1959 by 6% and 1%, respectively. Reports of 
activity during the first half of March indicate that 
the unusually bad weather served to reduce the 
output of building lumber below normal seasonal 
levels with the result that prices held up and in
ventories remained fairly low in spite of low con
sumption. Dealers are showing some reluctance 
to replenish low inventories pending some indica
tion of a spring pickup in sales. Lumbermen in 
general, however, appear to be willing to wait for 
a spell of real spring weather before forming any 
firm opinions. Furniture lumber remains in good 
demand at firm prices.
TEXTILE BACKLOGS STILL STRONG The textile 
industry continues to serve as one of the principal 
elements supporting the present favorable level of 
District production and employment. Scattered 
reports have indicated some lost productive time 
due to the March weather. The resulting minor
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delays in delivery have tended to retard the devel
opment of slight downward pressures on prices re
portedly being felt as a result of a continuing small 
volume of goods offered for resale from dealers’ 
and converters’ stocks. In general, new orders 
have been very slow. The declining backlogs have, 
nevertheless, remained large enough to make price 
cutting an unrealistic maneuver in the opinion of 
most producers. Prices increased gradually but 
considerably during the period of order accumula
tion and are regarded by the trade as sufficiently 
firm to permit companies to absorb wage increases 
which have been averaging about 5 */c.

Yarn prices are reportedly firm with large 
orders on the books for April, May and June de
livery. Industry reports indicate a good year for 
knit goods, and there are signs that full-fashioned 
hosiery is at last showing some strength in compe
tition with seamless. The largest backlogs are 
still in print cloths and sheetings where unfilled 
orders are reported equal to from 3 to 5 months 
of production.
FARM PLANS SURVEYED As the pace of District 
farm activity quickens with the progress of spring, 
indications of the level of 1960 farm income have 
begun to appear. The prices received for most 
District farm commodities are determined by vol
ume of output and strength of demand on a nation
al scale. Therefore, national developments must 
be assessed in terms of their impact on prices. 
Local factors serve as guides to the volume and 
quality of regional farm output.

A survey made on March 1 by the United States 
Department of Agriculture confirmed earlier re
ports that Corn Belt farmers intend to reduce the 
size of their spring pig crop considerably this year. 
If this materializes, the reduced supply will exert 
an upward pressure on prices. Reports indicate 
that District hog producers plan to reduce the 
number of sows farrowing, but by less than the 
national average. This would tend to put Dis
trict farmers in a relatively good position to benefit 
from any price increases which may occur.

Broiler production in the nation started out 
strong during January and February, but March 
reports showed the decreases relative to last year 
that had been anticipated as a result of fewer 
hatching eggs being available this year. Prices 
should continue at relatively favorable levels for 
producers if the usual seasonal pickup in demand, 
absent in 1959, materializes this year.

Declining egg prices have resulted in a marked 
decrease in the number of chicks being hatched to

maintain laying flocks. Corresponding decreases 
in egg supply are expected to lead to higher egg 
prices this summer.

Reports from turkey growers indicate that the 
shift from the small Beltsville to the heavier W hite 
and Bronze turkeys is continuing both in the Dis
trict and in the United States. Nationally, the 
increase in the number of heavy turkeys more than 
offsets the reduction in Beltsvilles. This may re
sult in price declines as the new crop is marketed 
in the late summer. In the District a 14% smaller 
turkey crop is in prospect, about equally divided 
between small and large turkeys.

The peak of the current cattle production cycle 
is fast approaching, and downward pressure on 
prices, seasonally adjusted, may develop as m ar
ketings increase later this year. District dairy 
farms are continuing their recent role as an ele
ment of strength in the District farm situation. 
Increased production of milk continues to move at 
prices satisfactory to dairymen.
LATE START MAY ALTER OUTLOOK Late winter 
storms and wet fields have delayed the planting 
season. Seeding of tobacco beds is behind sched
ule and may lead to delays in field plantings with 
consequent threats to both quantity and quality of 
the crop. Small grains planted last fall are gen
erally in poor or only fair condition.

A U.S.D.A. survey of farm ers’ intentions indi
cates that 1960 plantings of 12 principal crops in 
the District are expected to total about 14.7 million 
acres, 2% below the 1959 figure. If farmers carry 
out their March 1 planting expectations, this year 
will witness some shifts in the acreage devoted to 
the various crops. Soybean producers plan the 
largest District acreage increase—nearly 200,000 
acres more than in 1959. Hay, feed grain, and 
sweet potato acreage will probably be down.

The foregoing summary provides ample evi
dence that District factories and farms stand ready 
to do their part in maintaining District prosperity 
through 1960 if fine weather, Easter and various 
other seasonal motives can induce consumers to 
hold up their end of the market.
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t h e U B  as  district
Reinvigorated by the spring pickup in most re

tail markets and encouraged by the year’s first real 
flurry of new orders for cotton print cloth, eco
nomic activity in the Fifth District has continued 
on a high and generally prosperous level. The soft 
spots in the over-all business situation, however, 
have caused businessmen to pursue conservative 
purchasing and inventory policies and to view 
prospects with cautious optimism. Accordingly, 
in many lines inventories are quite low relative to 
sales. The generally circumspect sentiment stems 
also from a wait-and-see attitude concerning the 
March declines in employment and in manufactur
ing man-hours.
UPSURGE IN TRADE Department store sales in 
the District and the nation in the week before 
Easter set a record for any Easter season week. 
Even after a twofold adjustm ent (for normal sea
sonal variation and for the shift in the Easter date) 
department store sales during the first three weeks

of April provided an estimate for that month which 
exceeds March by around 18% and surpasses 
April of last year by approximately 4°/o. In view 
of distinctly subnormal buying activity in February 
and March, however, the present spurt might rep
resent in part deferred demand.
FURNITURE MARKET NONCOMMITTAL The
Southern Furniture and Rug M arket opened April 
22 with reports of excellent attendance, probably 
the best in recent years. This is one of the annual 
showings of new lines at various centers in Furni- 
tureland that attracts buyers from coast to coast. 
This market and the one in October cover an area 
stretching from Martinsville, Virginia, down to 
High Point, N orth Carolina, then west to Morgan- 
ton, including W inston-Salem, Lexington, Thom- 
asville, Drexel, Lenoir, and Hickory.

Manufacturers had many new lines and a wide 
variety of new designs to show. Early American 
was reported to be the dominant style with classic

Consumers in the District have responded to the usual stimulus of spring.
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themes skillfully adapted to modern tastes. The 
latest available information indicates, however, 
that many dealers came to look rather than to buy. 
W ith no immediate expectation by the trade of 
price increases in the near future and with prompt 
availability of practically any item from factory 
inventories, retailers are currently carrying mini
mum stocks and show no inclination to increase 
them. Furniture makers, however, view prospects 
optimistically. The furniture industry started fast 
in January with good backlogs. Retail sales in 
February and March were disappointing with the 
result that “fill-in” sales to round out dealers’ in
ventories have been rather slow. Experience in
dicates that news of the new lines and normal 
seasonal pickup in consumer interest may provide 
a fresh impetus next month. Industry sources 
estimate that manufacturers’ backlogs still average 
between three and four weeks’ production.
NEW STRENGTH IN TEXTILES The large back
logs which have kept most textile mills smoothly 
in operation since the first of the year are still well 
above normal levels. Buyer interest in print 
cloths for third and fourth quarter deliveries has 
recently developed into the first flurry of new 
orders this year. Mill margins, the spread in 
cents per pound between cotton cloth prices and 
the cost of raw cotton, declined slightly in March 
after rising fairly steadily since the end of 1958. 
Broadwoven cottons, knit goods and synthetics are 
all strong. Yarn mills are continuing to operate 
at capacity levels although new orders are slow. 
Spring sales of new autos may improve the rather 
weak demand for industrial fabrics.

In considering the textile industry as a major 
factor in the District and of considerable impor
tance in the national economy, it is interesting to 
note that 1959 wholesale prices of textile mill 
products were about 9% below the average for 
1947-1949. Average hourly earnings of textile 
workers increased in the same period about 40%. 
In contrast wholesale prices of all manufactured 
goods increased about 28% during this period, 
while average hourly earnings rose 67%. Some 
of the benefits of textile progress have gone to 
consumers in the form of lower prices.
SUSPENSIVE STATISTICS From an all-time high 
in February, seasonally adjusted nonagricultural 
employment in the District declined in March. 
Employment is checked in the week nearest the 
15th of each month and reflects the conditions of 
that period. These might or might not be char
acteristic of the rest of the month. The declines

in the March figures are largely a consequence of 
unusually severe snow storms in mid-March. A d
justment for the usual seasonal forces did not fully 
compensate for the abnormal conditions.

The decreases in employment in M arch wrere 
generally small—about 1% or less after seasonal 
adjustment, except in the case of contract con
struction. Actual employment in contract con
struction dropped 6% between February and 
March at a time when there is usually a pickup. 
Except in mining and contract construction the 
various classifications of nonagricultural employ
ment were higher in March 1960 than in March 
1959 by amounts ranging from 1% to 3% .

The unseasonable mid-March weather not only 
affected the total number employed but caused 
a drop in the number of average hours wrorked. 
The declines in man-hours, seasonally adjusted, 
were widespread in manufacturing. The total 
figure combining all manufacturing industries fell 
3% to a level 3% below March 1959 and almost 
6% below June 1959— last year's high. Decreases 
between February and March of from 7% to 9% 
occurred in lumber, furniture and fixtures, stone, 
clay and glass, and cigarettes. M an-hours in 
March were below their year-ago levels in all m an
ufacturing categories except in the metals and m a
chinery industries, the broadwoven goods com
ponent of textiles, printing, and chemicals.
BANKING Despite some signs of reduced pres
sures, District member banks remained in rela
tively tight positions during most of April. Loans 
of weekly reporting banks expanded more than 
seasonally, member banks borrowed pretty heavily 
at the Federal Reserve discount window, and Dis
trict money market banks were net buyers of Fed
eral funds. The situation eased enough, however, 
to permit banks to lower their loan-to-deposit 
ratios and add noticeably to their Government se
curity holdings. Loan ratios of the 20 weekly re
porting banks slipped a full ^ %  the first four 
weeks of April— from 52.2% to 51.7%, and Gov
ernment security holdings of these 20 banks ex
panded rather sharply, apparently largely through 
purchases of the new 25 month 4% notes.
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F I F T H district

Business in the Fifth Federal Reserve District 
so far this year has had its ups and downs. Sta
tistical evidence confirms the fact that the year got 
off to a fast start in January and February with 
record levels of nonfarm employment, near-record 
levels of manufacturing activity and a good but 
diminishing volume of consumer spending. Late 
in February weather became a critical factor, and 
continued to affect business adversely during the 
first three weeks of March. Significant declines 
in employment, man-hours and trade resulted. 
April statistics show that the economy of the Dis
trict made a very strong recovery from the March 
lull. New highs were set for employment. M anu
facturing man-hours almost equaled last June’s 
peak level. Spending by District consumers in 
April, even after adjustment for normal seasonal 
variations and the late date of Easter, was at a 
very high level. The District department store 
sales index, seasonally adjusted, rose to a new 
high. For the first three weeks of May depart-

District construction employment is at an all-time high.

ment store sales again fell below last year’s record. 
In contrast with the March situation, however, 
there was no evidence of slackening in the Dis
trict’s production industries. The general level 
of District employment remained high. This gains 
support from the fact that the number of inactive 
workers covered by unemployment insurance de
clined steadily from the first week in April through 
the second week in May, the latest week for which 
these data were available as background for the 
present analysis.

As this is written the statistical picture for the 
month of May is incomplete. Such evidence as is 
available seems to show that the District economy 
on balance did not advance in May from the very 
favorable levels which the April data reveal. Con
servative business policies especially with respect 
to purchasing and inventory control are much in 
evidence, with the result that speculative expan
sion appears to be out of the question at present. 
At the same time, despite frequent shifts in some 
phases of the business outlook, and lagging enthu
siasm in some markets, no evidence of a general 
business contraction has appeared. Viewed in 
perspective District developments for the year to 
date seem to present on average a pattern of mod
erate growth obscured somewhat by unusually 
timed, but on balance normally strong, seasonal 
stimuli.
APRIL STATISTICS STRONG District nonagricul
tural employment, seasonally adjusted, established 
a new record in April. This followed a marked 
decline in March from previous record levels set 
successively in January and February. March-to- 
April employment increases occurred in all m ajor 
industry classifications except mining, durable 
manufactures and transportation, communication 
and public utilities. Employment declined slightly 
in this period in the case of mining, but remained 
virtually unchanged in the other two industry 
groups mentioned above as exceptions to the gen
eral rule. April employment was higher than it 
had been a year earlier in all major industrial cate
gories of the District except mining. New highs 
for seasonally adjusted employment were set dur
ing April in District nondurable m anufacturing; 
contract construction; tra d e ; finance, insurance
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After twenty months of prosperity, good backlogs still provide a tangible basis for optimism as the textile industry looks ahead.

and real esta te ; and government. These employ
ment increases were generally moderate and tend 
to confirm the picture of normal growth with sea
sonal strength for the Fifth District. Sustained 
employment also meant sustained income support
ing an optimistic attitude toward trade.

Manufacturing man-hour data give added 
strength to the favorable conditions revealed in 
the record of April employment. W hereas, for 
instance, employment in durable goods manufac
turing remained virtually unchanged between 
March and April, the average hours worked per 
week increased with the result that seasonally ad
justed man-hours worked in these industries rose 
by more than 7% . Because of the unusually low 
levels of March activity the seasonally adjusted 
man-hour increases between March and April, 
though considerable, are difficult to evaluate. 
Better perspective on April is provided by some 
additional comparisons. The peak month to date 
for total Fifth District manufacturing man-hours, 
seasonally adjusted, is June 1959. April wras 
0.4% below that peak, but exceeded the figure for 
1960’s highest month, January, by nearly 1%. 
April manufacturing man-hours this year were 
higher than the year before by about 1.4%.

Only in three manufacturing groups were April 
man-hours lowrer in 1960 than in 1959. These 
were fabricated metals, transportation equipment, 
and the stone, clay and glass group. All other 
manufacturing groups in April of this year ex
ceeded their year-ago levels of activity (as reflected 
in total man-hours worked) by amounts ranging 
from 1% to 14%, wTith increases from 2% to 3% 
predominating.
TEXTILE MARKETS MORE ACTIVE Indications of 
an increasing demand for textile products have be

come more numerous in recent wTeeks. Day-to-day 
reports have varied considerably, but the net re
sults have been firmer prices and a gradual ac
cumulation of new business. Some new orders 
are being placed to meet immediate requirements, 
filling in where orders placed earlier for delivery 
at this time underestimated needs. Earlier in the 
year these “fill-in” needs could frequently be met 
by buying goods from other textile users whose 
deliveries from mills were currently exceeding 
their needs. These sales from users’ inventories 
had exerted a softening effect on prices. Now 
fill-in orders are being placed w7ith mills along with 
some orders to cover anticipated needs six and 
nine months ahead. Day-to-day changes in prices 
are the logical result of the current situation. After 
so long a period of market inactivity buyers and 
suppliers are feeling their way along, seeking to 
reconcile differences of opinion as to what con
stitute realistic prices under the newr circumstances.

The latest reports show broadwoven cotton gray 
goods in a strong position. Just about all of the 
productive capacity for the rest of the year is sold 
out. Currently orders for first quarter 1961 de
livery, which have been placed sporadically in re
cent w'eeks, are reportedly expected to expand to 
a good volume in the near future. W ith the prin
cipal evidence pertaining to the state of textile 
prosperity definitely on the plus side, any signs 
which fail to conform to the generally favorable 
pattern deserve special attention. Declines since 
the first of the year in print cloth prices are being 
viewed with misgivings by some analysts. These 
prices have recently gained somewhat greater sta
bility, however, at levels which are low only in 
comparison with the extra-high prices of last
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December and January. A t that time backlogs 
were at peak levels and the flow of new orders 
was just beginning to dry up as a result of the 
previous heavy buying for delivery months ahead.

Industrial fabrics are still providing the weak 
spot in the otherwise favorable textile picture. 
Orders are being placed in relatively small lots as 
needs arise. Operations in some cases are being 
curtailed to four days a week to avoid inventory 
build-ups. Synthetic fabrics have continued to 
move in good volume with adequate but unspec
tacular backlogs. Prices have retained a firm tone 
during the normally slower pace of the spring 
season. Knit goods are pretty well fulfilling the 
optimistic expectations expressed for this year by 
trade sources. Seamless hosiery production and 
backlogs are reported to be at record highs. Full- 
fashioned hosiery is in unusually good demand as 
compared with recent years, and good-to-heavy 
backlogs are supporting high levels of production 
in other knitted lines from socks to sportswear. 
Yarn market conditions have also been quite vari
able, responding to the changing plans and expec
tations of yarn users. Recent reports have indi
cated slower orders, some easing of prices, de
clining backlogs and, very recently, some inventory 
accumulation.
VARIED CONDITIONS IN FURNITURE Furniture 
sales generally are reported to be continuing at a 
relatively slow pace. The only exceptions to the 
rule seem to be one or two new lines which have 
caught on well, plus a few of the old favorites. 
M anufacturers’ backlogs have been steadily dimin
ishing since the first of the year, but are still at 
a level which industry representatives consider to 
be fairly good for this time of year. If the seasonal 
increases in retail furniture sales which are normal 
for June actually materialize, the resulting new 
orders are expected to turn the declining backlogs 
into expanding ones.
BUSINESS BRISK FOR BUILDERS Employment in 
the contract construction industry jumped back 
again in April from a very poor showing in March. 
April employment, seasonally adjusted, was more 
than 2°/o above the average level for the first two 
months of this year, and 6% higher than April 
1959. The relatively slower pace of residential 
building in the District so far this year has been 
more than offset by increases in industrial and 
public construction. New construction contract 
awards have been very low in the District in re
cent weeks, but the volume of work in process

remains high and includes several unusually large 
projects.
THE UNPREDICTABLE CONSUMER Retail sales in 
the District ought to be having a good year, better 
than 1959, if high levels of employment are any 
indication of consumer buying potential. The Dis
trict’s retail merchants, however, have not devel
oped much optimism as yet. Taking normal sea
sonal variations into account, the year began about 
on a par with the last few months of 1959. Then 
business headed down in February and March to 
levels which produced in the seasonally adjusted 
index of District department store sales values 
which were more than 6c/c  and 7% , respectively, 
below comparable 1959 figures. The same index 
recorded a very strong recovery in April, nearly 
8% above April 1959. District department store 
reports for the first three weeks of May show that 
business has dropped again, and is almost as low 
relative to last year as it was in the month of 
March. The response of consumers to new sea
sonal stimuli this month will be watched with 
great interest.
FARM PRICES ADVANCE On balance the farm 
situation in the Fifth District continues to improve. 
Prices in general moved up in April but remained 
on average slightly below the levels of a year ago. 
Maryland tobacco prices, however, are averaging 
slightly higher than the record highs set last year. 
Pasture conditions are good as a result of recent 
rains, and prospects in most areas are very good 
for a record or near-record peach crop.

W et fields and cool weather generally have 
hindered planting and retarded early growth. The 
most serious note stems from the fact that a con
siderable acreage of cotton has had to be replanted 
and reports from some areas indicate a scarcity 
of seed for this purpose. To the extent that cot
ton and tobacco crops fail to develop on a satis
factory schedule, other crops which can be planted 
later— such as corn or soybeans— may be expected 
to increase.
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The business climate of the Fifth Federal Re
serve District continues to produce a variety of 
weather bulletins. Local reports range from 
strongly optimistic to moderately pessimistic de
pending on the fortunes of particular industries or 
companies. Most of the information currently 
available, however, clearly shows fundamental 
strength. W ith only minor exceptions, nonagri- 
cultural employment, seasonally adjusted, re
mained high during the entire first half of the year. 
Seasonally adjusted man-hours in manufacturing 
industries of the District likewise continued on a 
high level with only minor declines so far since 
January. Some District industries, among which 
textile manufacturers were by far the most im
portant, granted their employees moderate wage 
increases in the course of the first half of the year.
PERSONAL INCOME HIGH It thus appears that 
a high level of personal income has been the rule 
in the District in recent months. And yet the 
experience of retailers has not fully and consistent
ly reflected this high degree of consumer pros
perity. While new automobiles have been selling 
at a significantly faster rate than they did last year, 
other consumer durables, especially furniture and 
appliances, are from the dealers’ point of view 
moving rather slowly. On the other hand, sta
tistical comparisons with previous years do not 
give a particularly unfavorable picture.

In general, merchants appear to be more than 
normally cautious in placing new orders with 
manufacturers. The lack of exuberance in retail 
markets has already been noted. As both dealers 
and manufacturers seek new ways to woo their 
respective customers, the intensity of competition 
grows in both retail and wholesale channels. Many 
special deals that are offered as a stimulus to sales 
involve in some form price concessions which shave 
profits.
SUMMER SLOWDOWN IN FURNITURE Activity 
in furniture plants is reported to be slowing down 
in response to declining retail sales. May was a 
good month and seasonally adjusted man-hours 
worked in furniture factories reached a new peak.

Virtually all plants were working full time, plus 
some overtime. Many plants are still working a 
full five-day week, but others now find it necessary 
to cut the work week to four days. Many factory 
representatives, who attended the June Chicago 
furniture market fully aware of that m arket’s de
clining importance in recent years, found even less 
buying interest there than they had expected. As 
this is written the markets in New York and 
North Carolina are in progress with evidence of 
good attendance. Because of the disappointing 
response to new lines last spring, some manu
facturers have made a special effort to improve 
designs, and contrary to the usual practice some 
new models are being shown now in hopes of de
veloping a good volume of fall sales.

Furniture dealers throughout the country 
achieved a good volume of sales during the early 
months of the year. Sales by southern manu
facturers for the first five months are reported to 
be nearly 7% ahead of 1959, itself a good year for 
furniture. During June, however, business fell 
well below the 1959 level. Currently, dealers 
seem somewhat pessimistic about prospects for a 
really good fall pickup. On the other hand, some 
industry analysts are inclined to feel that there is 
a latent demand which could become active in the 
late summer and fall.
District furniture output has fallen below the January-M ay rate.
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TEXTILE MILLS HUMMING A good portion of the 
assurance needed to counterbalance impressions 
stemming from weaker aspects of the District busi
ness picture can be gained from a glance at the 
textile situation. In early June mills were still 
receiving a moderate volume of orders which added 
to already ample backlogs scheduled for delivery 
in the fourth quarter of this year and the first 
quarter of 1961. In late June the flow of orders 
had dried up almost completely, a normal develop
ment in anticipation of the customary closing of 
textile mills during the week of July 4. Many 
southern mills, however, are departing from this 
custom, scheduling the vacation week for later in 
July or early in August. The change is deemed 
desirable in many cases in order to maintain pro
duction to meet delivery commitments. Other 
mills have made the change mainly out of consider
ation for their employees, many of whom prefer 
to take vacations which do not coincide with the 
Fourth of July.

Industrial textile prices have remained steady, 
strengthened in part by a recent revival of orders 
from automobile manufacturers. Some slowing 
up of activity in synthetic fabric markets with cor
responding easing of prices has been reported. 
However, this development is not widespread and 
does not appear to constitute a threat to the basic 
strength which has characterized synthetic-fiber 
textiles all year. Yarn mills have been experienc
ing some falling off of orders, though backlogs of 
carded cotton yarns reportedly equal about eleven 
weeks’ output.
OTHER EVIDENCE MIXED Among the D istrict’s 
major industrial categories, only mining revealed 
a decline in employment between May 1959 and 
May 1960. Reports of further small reductions in 
District coal mining employment appeared during 
June. All other industry groups recorded em
ployment increases ranging from 1% to nearly 5% 
during the year from May 1959 to May of this 
year. Between April and May slight decreases in 
seasonally adjusted employment occurred in min
ing, trade and government employment.

May statistics of seasonally adjusted man-hours 
in manufacturing industries also showT a generally 
favorable picture. Total manufacturing man-hours 
in May reached their highest point in twelve 
months. These gains resulted from widespread 
increases in the nondurable goods category. April 
to May declines in food, tobacco, paper and chemi
cals were more than offset by gains in other

nondurables industries. Durable goods man-hours 
declined between May 1959 and May 1960 and 
from April to May this year. The specific indus
tries in which seasonally adjusted man-hour losses 
occurred between April and May were primary 
and fabricated metals, nonelectrical machinery, 
transportation equipment and lumber. Gains in 
electrical machinery, furniture, and stone, clay and 
glass industries were not sufficient to offset those 
losses. District primary metal industries appear 
to be faring better than those of most other areas. 
Bethlehem’s Sparrows Point Steel Plant in M ary
land was reported to be operating at the outset of 
this month at about 85% of capacity compared 
with an estimate for the nation of about 60%.
BANKING L oan  d e m a n d  a t D i s t r ic t  b a n k s  
strengthened during June. In the four weeks end
ing June 22, loans of weekly reporting banks 
jumped nearly 3% — a gain which is greater than 
that achieved in the comparable four-week period 
of any recent year. Business loan demand was 
particularly strong.

Despite the additional loan pressures, positions 
of District banks seem to have eased somewhat 
in recent weeks. Loan-to-deposit ratios have fallen 
slightly, the rate of liquidation of investments has 
slowed a little, and borrowings at the discount 
window have tapered off markedly. District banks 
which have been active in the Federal funds m ar
ket have cut their purchases sharply.

"INDUSTRIAL PRODUCTION-1959 RE VI S I ON"
The complete report on the revision of the indus
trial production index is now available for distri
bution. The 229 page report provides a detailed 
description of the new features of the revised in
dex and the methods used in its compilation. The 
price is $1.00 a copy up to ten copies and 85 cents 
for ten or more copies in a single shipment. Orders 
should be addressed to the Division of Adm inistra
tive Services, Board of Governors of the Federal 
Reserve System , Washington 25, D. C.
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the F I F T H district

Business activity in the Fifth Federal Reserve 
District is coasting along through the summer sea
son on a fairly even keel. Recent developments 
appear to reflect mainly the usual vacation slow
downs in mines and factories and summer in
difference toward certain lines of durable con
sumer goods.

Retailers report that consumer demand appears 
to have departed to some extent this summer from 
the usual patterns. June and July temperatures 
in many areas of the District averaged several de
grees below normal with less than the usual 
amount of humidity. Dealers cite this as the rea
son for their inability to sell the anticipated vol
ume of air-conditioners and ventilating fans thus 
far this season. In a few areas of the District 
distinctly subnormal rainfall has dealt retailers 
another blow— lagging sales of lawn and garden 
equipment, especially lawn mowers. The low 
level of consumer interest in home furnishings in 
general has disappointed both manufacturers and

dealers. On the brighter side, sales of summer 
lines of consumer soft goods are reported to be 
moving well. The demand is good for home en
tertainment equipment, such as television sets, 
radios, and record players. Refrigerators, freezers, 
home laundry equipment, and stoves have been 
reported to be moving at a fair-to-good pace as 
compared with last year.
MANUFACTURING SLOWS SLIGHTLY The latest 
statistics measuring seasonally adjusted man-hours 
in District manufacturing industries show June 
down a fraction of a percentage point from the 
high level reached in May. This mild over-all 
decrease was the result of some rather sharp de
clines in certain durable goods industries. P ri
mary metal products and furniture and fixtures 
decreased 4% and 3% respectively. Man-hours 
in electrical machinery production, seasonally ad
justed, increased 2%. Other categories of dura
ble goods decreased nominally.

Seasonally adjusted man-hours in the District’s 
nondurable goods industries declined very slightly 
between May and June. W ithin the group, how
ever, food and kindred products and the yarn and 
thread component of textile mill products each de
clined more than 4% . Offsetting the decreases, 
seasonally adjusted man-hours in both tobacco

Though national coal consumption is expected to exceed that of 1959, District coal output so far has lagged slightly.
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manufacturing and the broad woven fabric com
ponent of textiles increased— the former by about 
4% , the latter by a mere fraction of a percentage 
point. Small declines were registered in the other 
nondurable goods classifications.

Only primary and fabricated metals, transpor
tation equipment, the stone, clay and glass group, 
and yarn and thread mills failed to make a favor
able showing in June when compared with their 
performance in the same month of 1959. June 
last year, it should be remembered, was the last 
month of stepped-up production in anticipation of 
the steel strike. The record for total manufactur
ing activity in the District set in that month has 
since been approached but not equaled.
EMPLOYMENT PAUSES ON UPWARD TREND The
chart on page 12 shows clearly the growth of sea
sonally adjusted nonagricultural employment in 
the Fifth District during the period of business 
expansion which began in April of 1958. The 
June figure was less than one-half of one per cent 
below the all-time record level which was set in 
April and maintained in May. All categories of 
seasonally adjusted nonagricultural employment 
declined between May and June except trade, and 
the finance, insurance and real estate classification, 
each of which made modest gains. The most 
significant declines occurred in mining, down 2% 
between May and June, and in government, and 
contract construction, each down slightly more 
than \ c/o.

As the chart indicates, nonagricultural employ
ment stands currently at a substantially higher 
level than it did a year ago. Only in mining, 
down 3.5%, and durable goods manufacturing, 
down less than 1%, have the statistics on employ
ment moved counter to the D istrict’s upward trend 
during the past year.
RECENT EVENTS HELP COAL Residual oil is the
thick, black remnant of crude petroleum after re
moval of commercial grades of gasoline and oil. 
Depending upon a rather complex set of technical, 
economic and geographic circumstances, residual 
oil comes into direct competition with coal as a 
fuel for the production of steam for electric power 
and large-scale heating plants. W here natural 
gas enters the picture as a third competitive fuel, 
utilities and factories find it to their advantage to 
be equipped to burn any one of the three.

Recent increases in the price of residual fuel 
oil in east coast markets have ranged up to 20^ 
per barrel. The supply is determined largely by 
import quotas set by the Department of the In 

terior. These quotas have recently been some
what reduced while total demand continues to 
grow. Borderline users of the heavy petroleum 
fuel find that the cost indicator has moved back 
in the direction of coal.

Fifth District coal production thus far this year 
has failed by a very small margin (0 .2% ) to equal 
the output achieved during the comparable por
tion of last year. This can be considered some
what encouraging, in view of the accelerated ac
tivity which characterized the first half of 1959 
when the steel strike was anticipated. It is not, 
however, in keeping with the most recent estimates 
of 1960 coal consumption as prepared by the M ar
ket Forecast Committee of the National Coal A s
sociation. This group expects that domestic con
sumption in 1960 will exceed that of 1959 by 
6.3%. This, combined with an estimated 8% de
crease in coal exports, will result in an expected 
over-all increase of 5.2% in consumption of the 
nation’s output of coal.
TEXTILE MILLS MAINTAIN PACE Seasonally ad
justed man-hours in the broad woven and knitting 
divisions of the textile industry held firm through 
May and June at the highest levels of the year, 
just slightly below the records set in the early 
and middle months of last year. Seasonally ad
justed man-hours in yarn and thread mills regis
tered a 4% decline between May and June follow
ing levels during the earlier months which com
pared favorably with the very good average rates 
of 1959 activity. Backlogs are still large in the 
broadwoven cotton and yarn divisions of the in
dustry. In the knitting, synthetic fiber goods and 
industrial textile lines backlogs are not so heavy, 
but new orders have flowed with sufficient con
tinuity to maintain adequate backlogs and sustain 
good levels of production. These lines, further
more, are showing some new strength.

The textile price structure appears to be basical
ly strong. W here large order backlogs exist, as 
in the case of print cloths, resales of goods out of 
the inventories of original buyers take place in
termittently. These “secondhand” sales of print 
cloths, which exert a softening effect on prices, 
are basically a shifting of existing stocks from 
finishers who overestimated their needs in par
ticular lines to finishers who underestimated them. 
They do not as yet appear to indicate any basic 
weakening of final demand, nor any dangerous 
accumulation of inventories.
FURNITURE MARKETS LIGHT Furniture manufac
turers in the District thus far are having a better
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year than they had in 1959, their previous best 
year. The large backlog of orders at the begin
ning of the year, however, has fallen steadily 
except for a brief period between April and May 
when the backlog increased slightly. Retail sales 
have been slow and the summer markets have re
sulted in only a modest volume of new factory 
orders, enough apparently to interrupt the decline 
in order backlogs. Reports from the Southwest
ern Summer Housefurnishings M arket held in 
Dallas during the last week of July provided a 
basis for some new optimism but tell the familiar 
story of cautious buying and stiff competition. 
Many industry spokesmen, although currently 
cautious, still believe that a good volume will de
velop for the fall, and that the second half of the 
year will be as good as or better than the first.
CONSTRUCTION A good volume of construction, 
mainly industrial and public, is in process in the 
District. This is indicated by the fact that con
struction employment in June, seasonally adjusted, 
has been exceeded only in the months of April

and May of this year, and exceeded June 1959 by 
more than 4% . The District construction picture 
gains further strength from a good backlog of con
tract awards, even though the rate of new awards 
has recently slowed rather sharply. The total 
value of construction contract awards in the Dis
trict declined 13% between May and June to a 
level which was nearly 8% below the June 1959 
figure. June contract awards were belowr their 
year-ago levels in all three categories— residential, 
nonresidential and public works and utilities. In 
spite of this decrease, the total value of awards 
during the first six months of 1960 exceeds last 
year’s first half by more than 2% .
AGRICULTURE Growing conditions on District 
farms have generally been improving as the sea
son has progressed, and continued favorable wreath- 
er would result in a bountiful harvest. Prospects 
are especially bright for the D istrict’s tobacco 
growers. Higher yields in North Carolina and 
Virginia are currently expected by the U. S. De
partment of Agriculture to boost the important 
flite-cured crop to almost 10% above last year’s 
production.

Yields of other major crops also appear likely 
to exceed those of last year, with cotton and hay 
as the main exceptions. Many farmers had trouble 
getting good stands of cotton during the cold, wet 
spring weather, and some acreage intended for 
cotton was diverted to sorghums and soybeans. 
The hay crop in many areas was adversely affected 
by dry spells in early summer. The drought was 
lifted by timely July rains in most places. More 
recent rains have alleviated the seriousness of 
these problems in southern Maryland, central V ir
ginia, and other scattered areas.

Hog and egg prices have risen since last year 
in response to reduced national production. Broil
er prices, on the other hand, have been maintained 
above those of last year in spite of greater produc
tion. Government economists attribute this price 
strength to greater consumer demand, resulting 
partly from higher prices of other meat products.
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the!; D ; . f l9 district
Fifth District business is winding up a generally 

successful summer. Retail trade so far this year, 
however, has not quite kept pace with last year’s 
consumer buying and has shown considerable 
divergence from normal seasonal patterns. The 
seasonally adjusted index of department store sales 
for July and August was about on a par with last 
year. District automobile dealers in July ex
perienced little if any more than a seasonal in
crease in demand for new cars. Used car demand 
was rated below normal. Sales of appliances this 
summer, according to trade sources, have general
ly failed to keep pace with 1959. Sales of refriger
ation and laundry equipment have been particularly 
slow. Cooking equipment is reportedly about even 
with a year ago. The volume of air conditioner 
sales is described as satisfactory in view of the kind 
of weather which has prevailed this summer.
EMPLOYMENT HIGH Indications of s t r e n g th  
in District business can be seen in the record of 
employment. The number of nonagricultural 
workers employed in the District, seasonally ad
justed, edged up again in July and established a 
new high nearly 1.5% above the level of a year 
ago. Mining employment showed the only signifi
cant year-to-year decline—more than 6% . All 
of the June-to-July changes were relatively small. 
Mining employment between the two months de
creased nearly 2.5%. The other employment re
ductions occurred in trade and services, each of 
which decreased by considerably less than 1%. 
Current industry and area reports, including the 
weekly summaries of state unemployment insur
ance experience, help to round out the incomplete 
picture afforded by these statistics. Such sources 
do not indicate any decline from the recent high 
levels of employment.

More tangible evidence is provided by the scat
tered reports of new and enlarged manufacturing 
and commercial facilities going into operation. 
N orth Carolina, for instance, has recently an
nounced that industrial growth during the first 
half of this year has created in that state over

Many scenes like this w ill have to be enacted this fall if 
recent moves to reduce textile output are soon to be reversed.

16,500 new jobs which will mean increased annual 
payrolls of over $50 million. In view of the many 
such projects which are still under construction, 
these piecemeal additions to District employment 
are scheduled to continue for some time and will 
add up in the coming months to a significant total. 
Tending to reduce the level of employment in 
government agencies of the District, economy 
measures instituted by the Federal government are 
expected in the next several months to eliminate 
a few thousand jobs in the W ashington, D. C. area.
DECLINES IN MAN-HOURS CONTINUE Season
ally adjusted man-hours in District manufacturing 
industries declined nearly 1% between June and 
July. This decrease resulted from man-hour re
ductions in many durable goods industries and 
nearly all nondurable goods industries. In the 
durable goods group the biggest reductions oc
curred in lumber and wood products (down 3% ) 
and furniture and fixtures (down 1.6% ). The 
most significant decreases among nondurable goods 
industries (all between 2% and 3% ) occurred in 
tobacco manufacturing, the broad woven and knit
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ting components of the textile industry, and chemi
cals and allied products.

Against the general downward movement, sig
nificant increases occurred among the durable 
goods industries in fabricated metals, transporta
tion equipment and the stone, clay and glass group. 
The only increases registered among the nondura
ble goods industries occurred in paper and allied 
products and the printing and publishing indus
tries, each of which established a new record. 
Despite the decline from June to July, total manu
facturing man-hours in July were a small fraction 
of 1% higher than in July 1959. This resulted 
from a variety of changes in individual industries 
The primary metals and machinery industries 
(hampered a year ago by the steel strike) regis
tered considerable increases as compared with last 
year. Paper and printing each showed gains of 
nearly 5% as compared with July a year ago. By 
the same comparison, decreases of about 3% or 
4% occurred in fabricated metals, transportation 
equipment, the stone, clay and glass category, and 
textile mill products.
TEXTILES IN PERSPECTIVE As in the case of 
over-all economic activity, the cotton textile busi
ness of District mills is currently marked by un
certainty and divergent conditions. Although the 
volume of new orders continues to be quite small, 
the backlog of unfilled orders is still sizable. Stem
ming from the uncertainties of current and pro
spective trends, an air of caution is prevalent from 
soft goods and retailers clear back to the spinning, 
weaving, and knitting mills. While many pro
ducers of cotton textile mill products continue to 
express optimistic opinions of prospective business, 
a number of firms have reduced production to 
avoid undue inventory accumulation. The work 
week has been reduced at a number of mills, typi
cally to five days, and permission has been re
quested from some customers to defer delivery 
dates in order to stretch out production schedules 
based on the current volume of unfilled orders.

In view of the confusion and uncertainty in the 
current textile picture, a brief review of what has 
happened so far this year might provide perspec
tive for a better evaluation of present and prospec
tive developments.

At the opening of 1960 the volume of unfilled 
orders for broad woven cotton goods, to take a

typical example, was very high, amounting to 21.5 
weeks of production at the then current rate. Ac
cordingly, no concern was shown by mills over 
the mere trickle of new orders received during the 
early weeks of 1960. However, trade reports con
tinued to indicate the receipt by District mills of 
only a negligible volume of new business. D ur
ing the entire first half of the year only a couple 
of flurries of increases in new orders were re
ported. By July there were questions in some 
quarters about the optimism with which cloth pro
ducers continued to view prospects.

The most recent report of the American Cotton 
Manufacturers Institute shows that the backlog of 
orders for broad woven cotton goods declined 
sharply from a total equal to 21.5 weeks of pro
duction in January to an amount equal to 13.3 
weeks of output at the end of June. This, to
gether with uninterrupted operations during the 
26-week period— save for a couple of days during 
the March storms— indicates that new orders rep
resenting about 17 weeks’ production must have 
been received during the first half of the year. This 
is in sharp contrast to the “ little or no new busi
ness” consistently reported. It did, of course, 
represent a marked decline from 1959. It is esti
mated that the flow of new orders in the first six 
months was roughly equivalent to 70% of produc
tion as contrasted with a volume equal to about 
115% of production in the comparable period of 
1959 and to about 160% in the final quarter of 
that year.

Despite the sharp decrease noted, unfilled orders 
for cotton broad woven gray cloth are still fairly 
substantial—probably larger than they were at the 
beginning of any September in the past 10 years 
except 1959, 1955, and 1950.

During this long period of steady production, 
comparatively slow orders, and declining backlogs, 
broad woven cotton goods inventories moved up
ward little by little. From  a level equivalent to 
3.4 weeks’ production in January, according to the 
American Cotton M anufacturers Institute, these 
inventories reached a level equal to 4.0 weeks’ pro
duction in June. This was the highest point 
reached in a year and a half.

The most recent bits of information show a con
tinuation of the tendencies revealed in the statistics 
of the first half of the year. One new and possibly
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Recent new business for District yards helps maintain their 
position as one of the nation's major shipbuilding areas.

significant development has recently appeared. 
Resales of broad woven cottons from the inven
tories of converters and dealers have increased in 
volume. Earlier “secondhand” sales occurred 
typically with little pressure on the seller, fre
quently resulting from the needs of the buyer to 
fill a specific gap in his working inventories. Their 
origin now is generally inventories which are ad
mittedly in excess of needs due to failure of the 
demand for finished fabric to keep pace with sea
sonal expectations.
NEW BUSINESS FOR DISTRICT SHIPYARDS Man- 
hours worked in the transportation equipment in
dustries during July were nearly 16% below their 
last peak established in November 1958. Declin
ing activity has been almost continuous over this 
period of nearly two years. On July 1 Merchant 
Marine shipbuilding and reconversion contracts in 
process at Fifth District shipyards covered 440,000 
tons, down by more than 8% from June 1 and 
36% below the figure for July 1, 1959. Judging 
by recent reports the nearly 7% improvement 
achieved by this industrial group between June 
and July, as measured by seasonally adjusted man- 
hour data, may m ark a leveling off of this decline.

A recent Department of Commerce release an
nounced forthcoming construction of five cargo 
ships at one District yard, the total value of which 
will exceed $52 million, and of four additional 
cargo ships having a total value in excess of $36 
million at another District yard. Plans have re
cently been announced to build a Polaris sub
marine at a District yard. Its cost may reach $32 
million.
FURNITURE STRENGTHENS SEASONALLY Sea
sonally adjusted figures for man-hours in the furni
ture industry for July were lower than for June 
of this year, and were also below July 1959, in 
each case by about 2% . More recent information 
from industry sources, however, indicates that 
after the quiet July market the efforts of salesmen 
out on the road again began to bear fruit. The 
current flow of orders is judged to be about equal 
to or slightly in excess of normal seasonal expec
tations. Backlogs which have trended generally 
downward since early in the year are reported to 
be expanding again, and are estimated currently 
to equal from five to six weeks’ production for the 
industry as a whole. Inventories are estimated to 
be close to normal in size and distribution. The 
desire of retailers to minimize their inventories, a 
tendency which was clearly apparent earlier in the 
year, has apparently lost some momentum as re
tailers prepare to meet fall and winter demand. In 
spite of the strong beginning this year factory sales 
of furniture in the District, cumulative for 1960 
to date, are now thought to be running no better 
than and perhaps somewhat behind 1959. Better 
than normal fall and early winter sales will be re
quired to establish 1960 as the industry’s best year. 
Weekly reports from trade sources over the last 
three weeks in August clearly indicate a gradual 
growth in the sale of home furnishings. W hether 
this is more or less than the normal seasonal 
growth cannot currently be determined.
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th e Q H B sJd istric t

The fall season is here and Fifth District busi
nessmen are still confronted by divergent and con
flicting signs when they try to evaluate the 
strength of demand and the course of future busi
ness activity. In the District no less than in the 
nation there have recently been some conflicting 
developments. Retail sales have lagged; produc
tion has been cut back in the District's largest 
manufacturing industry, the cotton textile m ills; 
and manufacturing employment in general has 
shown a moderate decline. But construction, ex
cept for residential housing, remains at a high level 
and farm income prospects are good.

The object of consumer spending which is get
ting the closest scrutiny during this season is the 
automobile. A sample of Fifth District dealers 
reporting on the month of August indicated gen
erally satisfactory results from their efforts to clear 
out 1960 models. About three-quarters of the re
porting dealers said that August was as good as 
or better than July. About two-thirds considered 
their August sales to be seasonally normal or bet
ter. Lenders reported a stronger-than-seasonal 
rise in the demand for new car loans. New car 
inventories in August were judged by about three- 
quarters of these dealers to be within or below a 
seasonally normal range.

A good majority of dealers also reported a more- 
than-seasonal gain in used-car sales between July 
and August. Even though used-car inventories 
increased between these two months they were, in 
the judgment of most dealers, not excessive for 
that time of year.
RETAIL ROUNDUP Reports from retailers of ap
pliances and other durable equipment indicate that 
recent sales have been somewhat below the sea
sonal norm. Consumer expenditures for services 
and nondurable goods have continued relatively 
strong. Developments thus far tend to create the 
impression that fall trade in the District has 
started at a level slightly below seasonal expecta
tions. This view gains tangible support from the 
seasonally adjusted index of District department

Sales of 1961 model automobiles will be watched very closely 
this year as an indication of the volume of consumer spending.

store sales covering the first three weeks in Sep
tember. A preliminary estimate of the index shows 
those sales, seasonally adjusted, down about 1% 
from the August level, 5% below July, 12% below 
April, which marked the highest level reached by 
this index, and 4% below September 1959.
TOBACCO MARKETS FIRM Gross returns from 
Fifth District marketings of flue-cured tobacco 
through September 23 added up to $367,867,000.

Compared with last year District tobacco markets this fall have 
featured a better quality leaf and higher average prices.
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This figure is 10% higher than the figure for the 
comparable period of 1959. This year’s prices 
have averaged $60.25 per hundred pounds—an in
crease of 85 cents or more than 1% over last year’s 
average. The volume marketed through Septem
ber 23 exceeded that of the similar marketing 
period last year by 8% . In general the higher 
average prices are a reflection of a better quality 
leaf than that which was marketed early in the 
1959 season. Prices thus far have either held 
firm or shown some tendency to rise as the m ar
keting season has progressed.
HURRICANE DAMAGE The tropical storm known 
as Donna did intense damage to crops in areas of 
the District which lay across her northbound path 
along the coast. Crop damage in N orth Carolina 
alone has been conservatively estimated at almost 
$17 million. Damage to forests and farm build
ings would also have to be taken into account, and 
the crop damage figure would probably require 
an upward revision to reflect fully Donna’s im
pact on the farmers of N orth Carolina.

The greatest losses through northeastern South 
Carolina, eastern N orth Carolina, Virginia and 
Maryland were caused by injury to the corn crop. 
Cotton in eastern North Carolina was severely 
damaged. The harm done to peanut and soybean 
crops was somewhat less severe. The crop of late 
vegetables in the Eastern Shore region was hit 
hard, and much of M aryland’s ripening crop of 
apples was blown to the ground and a considerable 
number of the heavily laden trees wrere uprooted.
EMPLOYMENT REGISTERS NET DECLINE Season
ally adjusted employment in the manufacturing in
dustries of the District registered a 2% decrease 
in August. The decline was slightly more pro
nounced in the durable goods group than in non
durables. Contractions in employment also oc
curred in mining (down 2 .6% ), contract construc
tion and the transportation, communication and 
public utilities group (each down a fraction of a 
percentage point). Employment in retail and 
wholesale trade remained virtually unchanged. 
The remaining major groups (finance, insurance 
and real estate, services, government) showTed 
minor employment gains. The net effect of these 
changes was a reduction of about 0.6% in total 
employment in the District.

All industry groups except mining and non

durable goods manufacturing showed employment 
higher than last year. Gains in employment be
tween August 1959 and August 1960 m ust be 
interpreted with caution because of last year’s 
steel strike. W ith the exception of the finance, 
insurance and real estate category and the serv
ices and miscellaneous classification, each of which 
reached a new high, August employment figures 
for major industry groups were down somewhat 
from previous peak levels reached earlier this year.
MANUFACTURING ACTIVITY MIXED August was 
the third month in a row to show a decrease from 
the previous month in seasonally adjusted m anu
facturing man-hours. The decrease from July to 
August was about 1.6%. The cumulative drop 
from the year’s high in May to August was about 
3)4% . Textile man-hours declined about 1^2% 
between July and August, reflecting production 
curtailments to avoid inventory build-up as de
mand for textile mill products continued to lag. 
Except for occasional order flurries for delivery 
late this year or early next, the cotton gray goods 
m arket is still slow, and apparently in balance in 
terms of current output and demand. Prices are 
on the soft side but remain fairly steady. The 
bright spot in the textile picture is the knitting 
industry which stepped up its pace between July 
and August, and is from all reports enjoying 
strong demand for most products.

The furniture industry declined between July 
and August on the man-hour scale, but has been 
more recently reported to be back at a good level 
of production in response to a fall increase in busi
ness of just about seasonal proportions. Among 
the District’s other industries, seasonally adjusted 
man-hour decreases between July and August 
were greatest in tobacco manufactures, metals and 
machinery. Paper and allied products, transpor
tation equipment and the food and kindred prod
ucts group registered gains.
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THE FIFTH DISTRICT

Business activity in the Fifth Federal Reserve 
District continues at a level only moderately below 
the peak reached earlier this year. In general, 
activity has been declining slightly. A definite fall 
upturn, which many observers expected, has failed 
to materialize. Although employment remains 
high, man-hours worked in many of the D istrict’s 
manufacturing industries have continued to de
cline. Insured unemployment in the District, on 
the other hand, decreased 1.5% during September. 
Insured unemployment as a per cent of the covered 
labor force for the District of Columbia and each 
of the Fifth District states except W est Virginia 
wyas lower than for the United States as a whole. 
Activity in the textile industry has remained fairly 
stable since output was reduced early in September 
in response to the continuing lag in new orders. 
There have recently been a few flurries of orders 
for both cotton and synthetic gray goods with de
liveries ranging from a few weeks to four months 
ahead. Unless orders increase further, additional 
curtailment of production may become necessary 
to check the erosion of backlogs and to maintain 
inventories at or near a desirable level. The furni
ture industry has experienced new optimism fol
lowing its fall showing of new lines at furniture 
centers throughout N orth Carolina. Reports from 
the Southern Furniture Market indicate, how
ever, that furniture men typically expect the in
dustry as a wrhole, now running about 5% below 
last year, to show just about normal seasonal 
strength or perhaps a little better, for the rest of 
the year. Tobacco farmers in the District have 
sold well over a billion pounds of tobacco for more 
than $600 million, an increase in gross revenues of 
about 23% over the similar period of 1959.
EMPLOYMENT UP, MAN-HOURS DOWN The di
vergent tendencies which have marked seasonally 
adjusted employment and man-hour statistics in 
recent months are apparently continuing. E m 
ployment increased slightly between August and 
September while man-hours showed a moderate 
decrease. The largest gain in employment (and this 
wras only 1.4% ) occurred in the government cate
gory. Seasonally adjusted employment in manu
facturing (both durable and nondurable goods in

dustries), contract construction, and the finance, 
insurance and real estate group gained slightly. 
The largest August-to-September decrease in sea
sonally adjusted employment (only about 1% ) 
occurred in the category of transportation, com
munication and public utilities industries. Smaller 
declines occurred in mining, trade and services. 
The drop in mining employment continues a long- 
run trend. The small declines in trade and serv
ices represent a hesitation in two employment cate
gories the growth of which has been very steady in 
the District in recent years.

Seasonally adjusted man-hours declined be
tween August and September in all of the Dis
trict’s m ajor manufacturing industries except ma
chinery (both electrical and nonelectrical), the 
stone, clay and glass group, tobacco m anufactur
ing, and the composite of printing, publishing and 
allied industries. The largest decrease ( —4.6% ) 
occurred in the broadwoven fabric component of 
the textile industry as a result of the production 
curtailments already reported. Significant Au- 
gust-to-September declines (in the neighborhood 
of 4% ) also occurred, however, in the transporta
tion equipment industry, lumber and wood prod
ucts, food and kindred products, yarn and thread 
mills, and manufacturers of apparel and other 
finished textile products.

September employment exceeded its year-ago 
level in all industry groups except mining. Sig
nificantly, those industries most directly affected 
by last year’s steel strike are about the only ones 
in which man-hour data for this September are 
ahead of those for last. Tobacco manufacturing 
and the printing and publishing industries are the 
exceptions to this rule.
CONSTRUCTION Activity in the construction in
dustry as a whole has continued at a high level in 
the District. Following through on plans made 
at a more optimistic time, industrial and public 
construction continues at high levels. Seasonally 
adjusted employment in contract construction 
moved back up between August and September to 
a level only 0.3% below the all-time high for the 
series reached in May.
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The plant depicted in this architect's drawing is cur

rently under construction at Parr, South Carolina. A 

pioneer in its field, it will combine the use of atomic 

fuel with conventional steam equipment to generate 

electric power. Many serious problems still confront 

the scientists and engineers who seek more efficient 

means of directing atomic power to commercial uses. 

Experience gained in the construction and operation 

of the Parr plant will contribute to their solution.

The volume of residential building, however, has 
fallen considerably below the level of last year. 
Residential contract awards in the District during 
the first half of this year maintained an average 
level 8% under the 1959 average, but considerably 
above that of any year since 1955 except 1959. 
The situation worsened in July. Residential 
awards since then have fallen to levels comparable 
with those of late 1957 and early 1958. Easier 
credit conditions in recent months have had little 
if any effect. The slack situation in residential 
building is reflected in the conditions which have 
prevailed through most of the year in the District’s 
lumber industry. Ever since the expected spring 
pickup failed to materialize, lumber sales have 
been slow, prices soft and inventories creeping 
upward.

In sharp contrast, construction of public works 
and utilities has proceeded at a rapid pace. D ur
ing the first nine months of this year contract 
awards in the District for this type of work ex
ceeded the 1959 figure for the same period by 58%. 
A complete enumeration of projects currently in 
process around the District would make an im
pressive list. Of particular interest is the South
east’s first atomic reactor power plant, now under 
construction at P arr, South Carolina. Summer 
1962 is the estimated time for completion. This 
$28 million project will generate electricity from 
atomic fuel. Steam produced by the heat of the 
reactor will drive conventional turbines and gen
erators located in an adjoining power station.

Nonresidential construction has been running 
below last year. After nine months total contract 
awards were nearly 7% below the figure for the 
same period last year, a very good year. U n
certain business conditions have led to some de
lays. In one publicly reported case the start of a 
new plant was postponed indefinitely, but thus far 
such action seems to be the exception rather than

the rule. But much of the construction now in 
progress is the result of plans made six or eight 
months ago. If the current hesitation in business 
continues it could cause a slump in construction 
some months hence.
SOUTHERN FURNITURE MARKET Furniture man
ufacturers who showed their new lines to dealers 
at industry centers throughout North Carolina 
October 21-28 provided a considerable volume of 
trade news. Attendance at the Southern Market 
this fall was reported to be the best on record. 
Dealers came from all parts of the United States 
and from Canada. More furniture makers from 
other sections of the country than ever before re
served space to display their wares in competition 
with those of local producers. Many of the most 
interesting new lines were new reproductions or 
adaptations of Early American designs.

Despite the enthusiasm among dealers, retail 
trade in furniture has been described recently as 
sluggish. Many furniture retailers have put extra 
effort and money into sales promotion this fall. As 
a result of these efforts a good number of prospec
tive customers have been visiting furniture stores. 
They liked what they saw, and gave an impression 
of ability to buy. A significant number, however, 
did not buy.

The dealers themselves, therefore, bought cau
tiously at the Southern Market. Many placed 
small orders for particular items to round out and 
liven up their showrooms. Little buying in vol
ume occurred. Most buyers wanted to complete 
the circuit, and had to keep on the move to do so 
in a week’s time. More than in previous years, 
buyers preferred to give careful thought to new 
designs and their own needs before ordering. 
Therefore, a fair judgment of the m arket’s impact 
will have to await reports from salesmen making 
their regular rounds later in the fall.
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GROSS LOANS—FIFTH DISTRICT
19 W EEKLY REPORTING BANKS

Prices for the most part were at the same level 
as a year ago. It is generally conceded that this 
year’s lines offer more value per dollar. There 
has been a trend in consumer demand in the past 
few years toward medium and higher priced goods. 
Some dealers, however, feel that a good selection 
of lower priced lines would aid the furniture in
dustry right now in its competition for consumer 
dollars.

The furniture industry has not experienced as 
strong a fall upturn as was expected. Backlogs, 
now averaging about five weeks’ business, have 
changed little if at all since September. Orders 
booked this year are estimated to be running about 
5c/c behind last year’s level. Optimism generated 
at the recent Market has revived hope for an up
turn. A few producers are now about even with 
last year. Others are considerably behind. On 
balance for this year, the industry expects a de
crease of y /c  to 4 °/c in total volume as compared 
with 1959.
BANKING More ample availability of bank credit 
is evidenced in the activity of the D istrict’s bank
ing community over the past several weeks. 
Through much of October, member bank borrow
ings at the discount window were at the lowest 
levels since the summer of 1958, and District 
banks wrere large net sellers of Federal funds. At 
the same time, District bankers were able to con
tinue the expansion of business loans that began 
in late summer and to add substantially to their 
investments.

TOTAL INVESTMENTS—FIFTH DISTRICT
19 W EEKLY REPORTING BANKS

Gross loans of the D istrict’s weekly reporting 
member banks moved up at a better-than-seasonal 
pace through September and the first half of Octo
ber (see chart), but turned sharply downward in 
October’s third week. Business loans spearheaded 
this advance and continued to increase even after 
the decline in gross loans, which was attributable 
chiefly to a reduction in loans to domestic com
mercial banks. The steady upward movement of 
business loans over this period bespeaks a con
tinuing demand for bank credit in the business 
community despite evidence of a weaker-than-sea- 
sonal business improvement.

An even stronger indication of easier credit 
conditions is found in the recent behavior of bank 
investments. These typically decline slightly in 
early autumn as bankers liquidate security hold
ings to meet a seasonally growing loan demand. 
This year, however, total investments of the Dis
trict’s weekly reporting member banks moved up 
steadily over the late summer and early autumn 
and as the end of October approached, stood over 
9 r/c above the end-of-June level (see chart). This 
rate of investment expansion has not been matched 
in any of the past three years.
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THE FIFTH DISTRICT

Recent weeks have brought evidence of further 
erosion in Fifth District business conditions. Em 
ployment fell a little more in October than in 
preceding months, but the total reduction during 
the current decline is still quite small. After sea
sonal adjustment, the number of workers holding 
nonfarm jobs in October was less than 1 c/c below 
the record levels of April and May. The decrease 
in October, however, was as great as the total de
crease during the previous four months. Insured 
unemployment rates in recent weeks have risen in 
all Fifth District states and the District of Colum
bia. These ratios are, however, well below the 
national average except in Maryland (slightly 
below) and W est Virginia (definitely above).

Declines in manufacturing activity have been 
more marked. Seasonally adjusted man-hours in 
the D istrict’s manufacturing industries during 
October were 6% below the year’s peak in May. 
The October decrease was smaller than the cut
backs in August and September, but somewhat 
greater than the declines in June and July.
FEW EXCEPTIONS October statistics show few 
areas of enterprise running counter to the general 
decline. One of these, finance, insurance and real 
estate, increased employment more than seasonally 
for the seventh month in a row. Services scored 
a better than seasonal gain, thereby resuming an 
upward movement which was interrupted only by 
the sharp drop last March, and smaller declines in 
July and September. Employment in the trade 
sector, seasonally adjusted, remained virtually un
changed at a level about 1 % above that of the first 
quarter of the year, but slightly below the levels 
that prevailed during the spring and summer.

The number of jobholders in other industries 
moved downward from the September levels. The 
current cyclical contraction in employment thus 
continues. September gains of more than seasonal 
magnitude in many industries proved to be tempo
rary. In District mines, seasonally adjusted em
ployment decreased 2.5% in October, continuing 
a long-term trend.

Seasonally adjusted man-hour figures in m anu
facturing for October also revealed few departures

from the general downward course of business. 
Three such exceptions were in the durable goods 
group. These were transportation equipment and 
lumber, each with marked gains over September, 
and fabricated metals which gained slightly. The 
increase in transportation equipment man-hours 
more than offset a drop which occurred in Sep
tember, reestablishing a definite upward move
ment. This industry started the year in a fairly 
strong position, lost ground rather steadily in the 
first half, but has regained nearly all of it.

Trade sources indicate that the October rise in 
lumber industry man-hours resulted from a tem
porary improvement in demand in the middle of 
the month. During most of the year lumber m ar
kets have lagged behind expectations. Consider
able numbers of unsold new houses in some parts 
of the District and elsewhere in the nation stand 
as mute evidence of slack demand. They also ex
plain why m arket reports indicate no current im
provement in the lumber business. Slightly off
setting this poor outlook, a good seasonal pickup 
in sales of lumber for purposes other than house 
building has recently been reported by retailers.

Among District nondurable goods manufactur
ers, only food products and cigarettes showed sea
sonally adjusted man-hour gains in October. The 
cutbacks in other industries of this group included 
declines of over 2% in the broadwoven goods 
component of textile manufacturing and more than 
3% in knitting mills and apparel factories.
ALL EYES ON TRADE The year’s big retail sell
ing season is now well under way. The strength 
of final demand revealed by consumer outlays for 
goods and services during these final weeks of the 
year may provide a basis for judging the extent 
and duration of the present business adjustment. 
Evidence available to date remains inconclusive.

The seasonally adjusted index of District de
partment store sales, a sequence of ups and downs 
so far this year, moved down again in November. 
A preliminary estimate indicates a 9% drop from 
the very good level reached in October. Current 
reports on retail trade, however, suggest that total 
consumer spending around the District may not
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With only a fair fall season behind them retailers are hoping that Christmas items and attractive displays will stir consumer enthusiasm.

be this far off the previous pace. These reports, 
while lacking in precision when compared with the 
department store sales data, do have broader 
coverage and are based on experienced insight.
SHARP COMPETITION IN CARS In the District 
as in the nation, reports on automobile sales re
main generally favorable. As in nearly all con
sumer markets, however, competition is steadily 
mounting in the automobile sales field. One rea
son for this development is the scramble for shares 
in the compact car market. Another reason is 
overproduction of 1960 models, significant num
bers of which are reportedly still unsold. These 
market conditions strongly suggest a squeeze on 
profit margins too great to be readily offset by in
creases in the number of units sold.

Sales reports on other consumer durables are 
mixed, but the consensus is somewhat on the low 
side of normal seasonal expectations. Home en
tertainment equipment and electric dishwashers 
are providing the most favorable reports. Laun
dry equipment, stoves and refrigerators are ap
parently not moving as well. Actual pessimism, 
however, is scarce. Many dealers apparently con
sider the current volume and outlook to be close 
to satisfactory.
SOFT GOODS HURT BY WARM WEATHER Some 
of the current lag of District trade and industry is

explained by the above-normal temperatures which 
prevailed this fall over most of the nation. Con
sumer purchases of fall and winter clothing have 
thus not come up to the volume that retailers, ap
parel manufacturers and textile mill operators had 
expected. In anticipation of good demand, knit
ting mills reduced operations only 2°/o in Septem
ber,when other sectors of the textile industry wrere 
cutting back production by 4% or more, as meas
ured by man-hours seasonally adjusted. Apparel 
manufacturers in the District, also faced with a 
less-than-seasonal volume of orders, cut produc
tion in September by nearly 4% on a seasonally 
adjusted basis. Both knitting mills and apparel 
factories were forced to curtail seasonally adjusted 
man-hours again in October.

The resurgence of consumer soft goods buying 
which has been needed to start the chain of new 
orders flowing from retailers to apparel manu
facturers to textile mills and finishers has still 
failed to appear. Inventories, especially of sea
sonal goods, have been kept low at all levels. 
Emphasis now is on the planning of spring lines. 
Any pickup in consumer buying of fall and winter 
clothing which may occur will, in the opinion of 
industry analysts, be too late to have much direct 
effect on production. Industry sources have been 
predicting for several months that trade inven
tories in certain lines of soft goods would prove
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The District offers its growing apparel industry proximity to 
textiles and easy access to eastern and midwestern markets.

to be inadequate, but demand has not yet gained 
enough strength to prove them right.
INDUSTRY ROLL CALL Textile markets have re
cently acquired a firmer tone. Gray goods for sale 
from dealers’ inventories are definitely more 
scarce. Having met lagging demand by reducing 
output, the textile industry appears to be in a good 
position to obtain satisfactory prices on the still 
rather low but growing volume of new orders.

In textiles, the trend toward greater use of man- 
made fibers and filaments is becoming increasingly 
apparent. W ithin the synthetic fiber and filament 
industry, furthermore, the trend is away from 
products made from natural cellulose, especially 
rayon, and toward highly synthesized chemical 
products such as nylon, orlon, dacron and a grow
ing host of others’. In 1950 man-made fibers ac
counted for about 20% of total fiber consumption 
by weight, wool about 13% and cotton the remain
ing 67%. The most recent figures show man- 
made fibers 27%, wool about 8% and cotton 65%. 
W hereas consumption of man-made fibers by 
weight in 1950 was about 90% rayon and acetate 
and 10% other, the proportion now held by the 
“noncellulosic” group is nearly 40%.

Of the plants which produce these synthetic tex
tile materials, those now located in the Fifth Dis
trict comprise more than 40%. To meet the needs 
of this growing and changing demand, the Dis
trict’s productive capacity for synthetic fibers is in 
process of expansion and conversion.

Acrylic fiber production is increasing steadily in order to meet 
a rapidly growing demand for its use as a textile component.

Contract construction on balance continues to 
be a source of strength. New contract awards for 
nonresidential and public works projects in the 
District have risen again recently. Contracts 
awarded for construction of the Chesapeake Bay 
Bridge-Tunnel Project raised the October total 
for public works and utilities in this District to its 
highest point on record. Residential awards have 
strengthened but remain well below the levels of 
a year ago.

Cigarette sales and shipments continue to set 
new records in response to steady increases in de
mand at a rate of about 5% per year.

Spokesmen for the furniture industry rate as 
“very satisfactory” the flow of new orders booked 
this fall. This year may well be furniture’s second 
best, failing by a small margin to equal 1959.

Coal, like lumber, remains a soft spot in the 
District economy. Conditions have changed little 
during the year. Foreign shipments have been 
picking up recently, but with steel production still 
lagging, the output of coal remains at disappoint
ing levels— little higher than a year ago when de
mand was low because of the steel strike.
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THE FIFTH DISTRICT

This trim m ing operation is being perform ed by one of about 8,000 

workers w ho are em ployed in shoe factories of the Fifth District.

Fifth District business activity has continued to 
drift downward in line with national economic con
ditions. December statistics of employment, manu
facturing man-hours, and insured unemployment in
dicated further deterioration from November levels. 
January reports from the District’s principal indus
tries failed to show any significant tendency to im
prove. Thus the conditions that brought about slow 
declines in employment and hours of work through 
the last half of the old year remained substantially 
unchanged as the new year began.

STABILIZERS IN THE PICTURE The rate of business 
contraction has remained so gradual that a fair degree 
of optimism continues to prevail. Secondary contrac
tive forces, such as the sharp reductions in spending 
plans which might be made because of growing ap
prehension, have remained in check, and little tend
ency toward a downward spiral of income, invest
ment, and consumption has appeared. Personal in
come and potential purchasing power have remained 
at relatively favorable levels. Fifth District personal 
income increased nearly 5c/c between 1959 and 1960 
according to a prominent business magazine, and a 
further rise of nearly 4%  is anticipated for 1961. 
Savings in 1960 apparently absorbed more than the 
usual portion of income. Personal savings in time

deposits and Government Savings Bonds were nearly 
50% greater in 1960 than in 1959.

According to the seasonally adjusted index of de
partment store sales, December business was fairly 
good— short of October’s near-record level, but an 
improvement over November and about equal to last 
year’s monthly average. January clearance sales set 
a lively pace. Later, however, buying tapered off, 
due in part to unfavorable weather, and sales in Jan
uary as a whole slipped below the December level.

SOME JOB CONDITIONS STEADY While total em
ployment declined because of layoffs in manufactur
ing and mining, and more recently in contract con
struction, jobs in other major sectors held steady 
or increased. The number of workers in service 
establishments and financial enterprises rose again 
in December, extending a two-year period of steady 
growth. Employment in trade, the largest sector 
next to manufacturing, gained slightly more than 
seasonally between November and December. Thus 
the gradual descent from the midyear high was 
checked at a level about 1 %  above a year ago. The 
number of government employees, the District’s third 
largest group, decreased in December, but remained
2r/c above the levels of early 1960. Mining employ
ment prospects became a little less gloomy in Jan
uary as coal consumption by steel companies and 
electric utilities increased, and foreign shipments con
tinued to rise.

SMALLER INDUSTRIES AID ECONOMY Products 
manufactured in the I3istrict on a relatively limited 
scale include scientific instruments, petroleum prod
ucts, and rubber, plastic and leather articles. One of 
the more stable members of this group, judging from 
its 1960 record of employment, is shoe manufacturing. 
The 23 shoe companies in the District have about 
S,000 workers on their payrolls. Some companies, 
such as those located in Baltimore, represent only a 
small fraction of local industry. Many, however, are 
major economic factors in their respective commu
nities. About 90% of the District shoe business is 
now located in Maryland and Virginia, but North 
Carolina will soon have a new shoe plant which will 
employ 350 at full production.

11Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1961



INSURED UNEM PLOYMENT-F IFTH  DISTRICT
Average rate of insured 
unemployment for 1960

Monthly insured unemployment for calendar years that 
comprise the current and two preceding business cycles 

Thousands of Persons
240r  / \

1954
1959

RISING UNEMPLOYMENT In spite of the mildly 
favorable factors which can be singled out, the fact 
remains that District unemployment has continued 
to rise, and has reached the highest winter levels of 
recent years. The accompanying chart is designed 
to compare the behavior of insured unemployment 
during the current downturn with that of the two 
preceding recessions. Thus 1960 is plotted in the 
first section of the chart along with 1957 and 1953—  
years in which declines began much as in 1960. The 
chart shows both the shorter seasonal swings in un
employment that occur each year and the more pro
longed effects of business cycles.

Tw o developments are particularly apparent. 
First, insured unemployment has increased at a faster 
pace but over a shorter period in each successive busi
ness decline. Secondly, insured unemployment has 
reached a higher level in each new cycle. The 1960 
business decline is expected by many to be of shorter 
duration than other recent periods of contraction. It 
has already set higher levels of unemployment for 
this early phase.

BANK LOANS DOWN, INVESTMENTS UP For the
banking community, January is normally marked by 
an easing of pressures. Loans made to finance the 
seasonal business rush are paid off and declines in 
the volume of retail trade bring currency back into 
bank vaults.

This year the post-holiday easing was somewhat 
greater than usual for Fifth District banks. Both 
business loans and total loans of District weekly re
porting banks dropped more in January this year 
than in most recent years. Borrowings at the Dis
trict discount window, a good indicator of pressure 
on banks, were lower in January than in any month 
during the past nine years. Moreover, District 
banks increased their investments by more than in 
the comparable period of most recent years.

As in the past few months, banks continued to 
concentrate their investments in short-term govern
ment securities, which can be liquidated readily to 
meet the pressure of loan demand. Since Septem
ber 1 District weekly reporting banks have increased 
their holdings of securities maturing in less than a 
year by 175%. Thus, evidences of growing ease 
reflect not only seasonal factors but also a continua
tion of Federal Reserve policies of ample credit 
availability for the country as a whole.
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THE FIFTH DISTRICT

Analysts watching for a change in the business 
climate are like bird dogs approaching as yet unseen 
quarry. Keen senses seek out every clue. Muscles 
are tense and quivering, ready to freeze into a point 
as soon as the elusive prey is discovered.

Caution born of experience underlies this eager
ness, however. It would be bad enough to find the 
bird by stumbling over it, but worse to point a crow 
while hunting pheasant. Despite such hazards, the 
bird dog’s job is relatively simple. He picks out 
sitting birds a few at a time. The business analyst, 
on the other hand, must take many birds into account 
simultaneously, and all of them are on the wing.

Two of the “ biggest birds” in the Fifth District 
business picture, nonfarm employment and total 
manufacturing man-hours, went into a glide in the 
second quarter of last year. Others, such as con
tract awards and retail trade, either remained in 
fairly level flight, or soared upward from time to time. 
The employment “ bird” lost altitude quite gradually, 
thanks to “ thermal updrafts” in such areas as finan
cial and service enterprises, and stability in trade and 
government. Factory man-hours dropped more 
sharply as makers of textiles and durables cut pro
duction. By December, nonagricultural employment 
and factory man-hours, both seasonally adjusted, 
were, respectively, 1 °/o and 8%  below their second 
quarter peaks.

MORE STABILITY IN MANUFACTURING Although 
business was clearly pointing downward at the end 
of 1960, some January reports were favorable enough 
to give an analytical bird dog pause. Total non
agricultural employment edged up very slightly from 
December, mainly as a result of further gains in the 
nonmanufacturing sector. Employment dropped in 
durable goods factories, but increased in nondurables. 
Seasonally adjusted man-hours rose in both, however, 
gaining more than 1% between December and Janu
ary. The pickup in manufacturing activity occurred 
in all states of the District except North Carolina and 
was most pronounced in chemicals, paper, and all 
durables except furniture.

INDUSTRIAL MARKETS STILL UNSTEADY Fluctuat
ing- market conditions continue to confront the Dis

trict’s major manufacturing industries. In textile 
markets, for instance, spurts of new orders have be
come somewhat more frequent and have been stabiliz
ing or mildly increasing backlogs in a wider variety 
of product lines. However, these orders were placed 
to cover minimum needs in a continuing policy of 
tight buying and low inventories and wrere not nec
essarily votes of confidence on the part of textile 
fabricators. According to inventory estimates, the 
recent increase in the support price of cotton may, in 
a few months, add three cents per pound or more to 
the prices being paid by mills. This new element of 
uncertainty has created new concern for the indus
try’s already weak price structure. Many mills have 
firm commitments to deliver a good part of their out
put for the next six months at the reduced prices 
which prevailed during most of the past year. The 
possibility of further increases in foreign competition 
limits such optimism as does exist to the fairly near 
future. Under these circumstances, the textile indus
try’s oft-expressed hopes for improvement around 
midyear depend on an early upturn in national busi
ness conditions.

Rather mixed conditions also exist in typical pri
mary markets for the District’s durable goods. Furni
ture manufacturers report firm prices, but spotty and 
sporadic buying. Both new orders and backlogs are 
on the low side of manufacturers’ expectations based 
on the experience of recent years. The picture in 
general, however, is considered fairly normal in the 
sense that the furniture business has usually started 
each new year slowly, last year being an exception. 
According to some industry spokesmen, a more favor
able volume of new orders has been developing and 
if it continues, reaching a crest in the second half,
1961 will be about a typical year.

CONSUMERS' BUYING VARIES The up-and-down 
course of 1960 department store sales carried over 
into the first two months of 1961. Early January 
reports were good, but later in the month bad weather 
arrived and sales slipped rapidly. Then February 
sales rebounded sharply. The January index was 
146% of the 1947-1949 base period, 5% below the 
December level. Only two months of 1960, March
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Two dam s being built on the same river— these and  other projects

and May, were lower. The preliminary estimate for 
February places the index at 159, up 9r/c from Janu
ary, and exceeded in only two months during 1960—  
April and October.

New car sales in the District continued to lag 
through January, but with some exceptions in cer
tain makes and market areas. Here also weather 
conditions produced adverse effects. Dealers com
plained of little response to stepped-up promotional 
efforts. Used car sales were reported to have im
proved in January, but demand was still rated below 
normal.

INSURED UNEMPLOYMENT The number of persons 
receiving unemployment insurance benefits in the 
District continued to climb in January and early 
February, reaching a new all-time high of 265,000 
in the week ended February 11. The February high 
of previous years was 226,000, reached in 1958 dur
ing the last recession. Insured unemployment sta
tistics have considerable usefulness as current indi
cators, but must be properly interpreted. Because 
of exhaustions of benefit eligibility after long idleness, 
and ineligibility on the part of those newly entering 
the labor force, actual unemployment always exceeds 
the insured portion. The difference varies consider
ably at different times and in different areas. Esti
mates of the composition of the civilian labor force, 
regularly available in the District only for Maryland 
and Virginia, suggest that total unemployment may 
range from half again to two or three times as large 
as insured unemployment.

ELECTRIC POWER AS AN INDICATOR District sta
tistics of electric energy distribution, which will 
eventually provide an important new guide in the 
analysis of business conditions, are still in a rela

ill enable District pow er com panies to meet g row ing  dem and.

tively early stage of development. Post-World War 
[I data now available reflect both rapid growth in 
power use and shifts in the structure of Fifth Dis
trict business.

Generating capacity increased at an average an
nual rate of nearly \2c/c per year just after the war, 
but settled down after 1955 to a rate of about 7c/c. 
New facilities under construction or scheduled to be 
started in the near future will increase the level of 
capacity from 15.7 million kilowatts to 18.7 million 
by the end of 1963, an average annual growth rate 
of 6% .

MORE POWER IN PRODUCTION Industry con
sumed 4 9 of District power output in 1959. The 
steady rise in productivity due to power-consum- 
ing machinery is evident in the following growth 
rates which typify District trends over the last dec
ade : Manufacturing employment and man-hours 
have increased on average less than 1% per year, 
while value added by manufacturing has expanded 
at an annual rate of more than 5%. Much of the 
difference is related to sales of electric power for in
dustrial use, which have moved upward at a clip in 
excess of 7% per year. These growth rates give 
further support to the view that recently rising levels 
of unemployment among District factory workers are 
due in some degree to long-run technological, as well 
as short-run cyclical, causes.
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THE FIFTH DISTRICT

Market conditions in the Fifth District have 
strengthened in recent weeks. These improvements, 
apparent at all levels from factory orders to retail 
sales, provide the principal basis for the widely held 
expectation that a general upturn may be imminent. 
Partially offsetting the good news, District production 
statistics tended to sag again after the January up
turn, and some areas of employment weakened. 
Despite these signs of possible further declines in 
District personal incomes, a revival of demand has 
made some headway. The typical attitude of busi
nessmen in the Fifth District seems to be one of 
mild optimism.

EARLY SHOPPERS Consumer buying has provided 
the clearest example of growing demand. Slow ac
tivity in January was followed by a good volume of 
February sales. Then, taking advantage of intermit
tent periods of favorable weather and looking for
ward to an early Easter, shoppers virtually jammed 
the stores during the first half of March. The sea
sonally adjusted index of District department store 
sales rose 8% between January and February, and 
about 10% more in March. The average level for 
the first three months of 1961 was a little more than 
1 % above that of the 1960 fourth and best quarter.

INDUSTRIAL MARKETS STRONGER The District s 
major manufacturing industries have felt a definite 
strengthening of demand in recent weeks. The flow 
of new orders for textile mill products has picked 
up somewhat, resulting in a stronger backlog position. 
Inventories are still a problem, however, and indus
try sources expect production to remain at some
what curtailed levels for a while even if the volume 
of new business continues its gradual rise. Furni
ture, steel, metal products, paper, and chemicals have 
also experienced a definite improvement in new 
orders during recent weeks. Few changes have oc
curred in employment or hours of work, however.

CONSTRUCTION AT GOOD LEVEL Business volume 
has continued favorable for District contractors. 
Public works and utilities have set a fast pace and 
industrial building has followed closely, but residen
tial activity is still in the doldrums and lagging badly.

Last year, seasonally adjusted employment in con
tract construction remained firm at a high level from 
April through November. Then the series dropped 
4% in December, held steady in January, and de
clined 3% in February. In spite of these decreases, 
construction employment was higher in the first two 
months of this year than in the similar period of any 
previous year except 1960, and failed to equal the 
1960 level by less than 1%.

Residential building has been well below normal 
seasonal levels for many months, but there has re
cently been some improvement. Partly as a result 
of this slight strengthening in housing construction, 
new orders for lumber began to increase in late Feb
ruary and March from previous very low levels. In
fluenced by rising demand and by production curtail
ments partly due to weather, lumber markets have 
stabilized and some price increases have been re
ported. However, vacant houses for sale and for 
rent are still a problem. It remains to be seen if 
the demand for new homes will be strong enough to 
stimulate a normal pickup in residential construction 
as the spring season progresses.

LOAN DEMAND STRENGTHENS Loan activity at 
District banks approximated normal seasonal pat
terns during February and early March. Gross loans 
of District weekly reporting banks declined about 
normally in February, then registered a seasonal up
turn in the first two weeks of March.

Business loans exhibited sporadic strength in Feb
ruary, showing a slight increase for the month. 
These loans, which are often used as a rough indi
cator of business prospects, strengthened considerably 
in the first two weeks of March, rising more than 
3% . Some of this increase represented tax and divi
dend borrowing to meet March 15 deadlines. For 
the six weeks ended March 15 business loans rose 
3.5%, a smaller gain than in the comparable 1960 
period, but larger than the seasonal increases of most 
recent years.

Investments at District weekly reporting banks in
creased 1% from February 1 to mid-March, with 
most of the rise occurring in the final week of the 
period. This is in contrast to investment reductions 
by these banks in the comparable wreeks of most
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So fa r this year customers of the District's commercial banks have 
borrow ed in normal volum e to meet their seasonal credit needs.

recent years. Government securities, chiefly short
term, account for most of the increase this year. 
However, last autumn’s rapid build-up of bank hold
ings of short-term Governments has slowed consider
ably since January 1.

Reserve positions of District banks remain com
fortable. Borrowings at the discount window in 
February and early March continued light, although 
somewhat higher than the unusually low levels of 
December and January. District bankers were siza
ble net sellers of Federal funds, i.e., lenders of re
serves to other banks, over the period. Bank credit 
availability in the District appears generally ample.

FARMERS PLAN BIG CROP YEAR Fifth D i s t r i c t  
farmers’ plans for 1961 point to another big crop 
year, according to a survey which included all major 
crops except cotton. Influenced by a higher support 
price, District farmers may also plant a larger por
tion of their cotton allotments, which are 31% greater 
than last year’s acreage. Total crop acreage could 
be up to 3% larger than a year ago.

With the exception of cotton, most of the boost in 
intended District crop plantings is due to a spectacu
lar increase in soybean acreage. Plans now call for a 
record 1,875,000 acres to be planted in soybeans, 
11% higher than a year ago and nearly two and one-

A s spring farm ing activities begin, District farm ers plan some 
changes in their crop acreage, but expect another b ig crop year.

half times the 1950 acreage. Farmers expect to 
plant the same acreage of peanuts and tobacco as last 
year. They seeded 3% more acres in wheat, but 
plan to cut Irish and sweet potatoes by 4%  and 7%, 
respectively. Total hay acreage is expected to be 
about 1% below a year ago and the smallest acreage 
since 1933.

Growers also reported that they intended to cut 
total feed grain acreage by about 1 % . However, these 
plans were reported before farmers knew much about 
the Administration’s new feed grain program. The 
law now requires farmers to divert at least 20% or 
20 acres, whichever is larger, of their corn and grain 
sorghum acreage to soil-conserving crops in order to 
qualify for price supports on feed grains. As an 
incentive to comply with this program, growers will 
receive payments in cash or in kind equal to 50% of 
their normal production on acres so diverted, as well 
as additional payments for further specified acreage 
reductions.
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THE FIFTH DISTRICT

Most areas of Fifth District industry and trade con
tinued to gain strength during the month just past. 
The gains, however, were still well salted with hesi
tations and uncertainties, as has been the case since 
the recession turned the corner. This appraisal of 
April business conditions is necessarily based on 
somewhat sketchy information, but major industries 
and areas are fairly well represented. Tying these 
April reports to a definite set of business conditions 
requires a brief look at March, the latest month with 
adequate statistical coverage. The total number of 
workers holding nonfarm jobs in March (seasonally 
adjusted) was slightly above the February level and 
about on a par with the December and January 
figures. The individual changes which produced 
this small over-all advance in employment varied 
rather widely— from a rise of 1.5% in contract con
struction to a decrease of 0.7% in the transportation, 
communications, and public utilities group.

PRODUCTION RISES UNEVENLY Although April 
man-hour statistics are not yet available, there are 
indications that manufacturing activity in general has 
continued to rise, much as it did in the previous 
month. Seasonally adjusted manufacturing man- 
hours in March reached their highest level since last 
October. The rise between February and March 
was in excess of 1%, with durable and nondurable 
manufactures participating about equally. But sig
nificant declines did occur in both durable goods—- 
fabricated metals and furniture— and nondurables—  
food processing, tobacco manufactures, broadwoven 
textiles, and printing and publishing.

Market conditions in the District have also shown 
considerable variation during the two months or so 
since the recession touched bottom. Manufacturers 
generally have indicated a rising volume of new 
orders during the past several weeks. But the furni
ture industry has continued to be hampered by rather 
weak and unstable demand, and recovery in textile 
markets has been slow and variable. Retail trade 
has fluctuated considerably and department store 
sales have reflected the uneven conditions. Neverthe
less, sales reports thus far indicate that department 
store business during the first four months of this

year will probably exceed that of the comparable 
period in 1960 by more than 1%.

TEXTILE DILEMMA Recent signs of more stable de
mand conditions suggest that textiles may soon join 
other industries on the road to recovery. But the 
uncertainties that have plagued mill operations for 
several months have by no means all disappeared. 
Textile manufacturers, hemmed in by adverse pres
sures affecting both production and distribution, have 
been suffering from a sort of economic claustrophobia. 
Briefly, the textile business— acutely competitive and 
slimly profitable under the best circumstances— has 
for months been offering its products to an uncertain 
market at weak and variable prices, while thoughts 
of expanding imports and rising domestic costs 
have tended to discourage hopes for any sudden 
change for the better.

The higher domestic support price for this year’s 
cotton crop combined with an increase in the export 
subsidy (lower cost to foreign buyers) will strengthen 
the competitive advantages of foreign cotton goods 
in domestic markets. These same factors plus re
cent reductions in some synthetic fiber costs will tend 
to weaken the position of cottons as against man- 
made fiber goods in domestic manufacturing.

IMPORTS STIR DEBATE The significance of textile 
imports is certainly considerable, but hard to gauge 
objectively. The United States Department of A g
riculture combines on a poundage basis all kinds of 
imported textile fibers, fabrics, and products, and 
compares this with a similarly computed total for 
domestic consumption. Measured in this manner 
textile imports rose from about 1% of consumption 
in the late 1940’s to about 3% in the middle 1950’s, 
5%̂  in 1959, and over 6%  in 1960. Last year was 
particularly worthy of note because imports exceeded 
exports for the first time in modern history— and by 
nearly 15%. The imported yardage of cotton broad- 
woven goods increased nearly nine times between 
1950 and 1960, from less than 0.5% of domestic out
put to nearly 4.5%. This class of imports nearly dou
bled in each of the last two years. In the last few 
months, however, while demand has been slack, im
ports have been down sharply.
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Transportation has m any problems: grow ing  pains for h igh w ays

SPRING FURNITURE MART The semi-annual South
ern Furniture and Rug Market opened April 21 in 
furniture centers in North Carolina and parts of V ir
ginia. According to early reports, both attendance 
and buyer interest were greater this year than last, 
but actual business was slow. As in most recent 
showings, innovations of style and new uses of 
decorative woods and wood finishes were much in 
evidence. Also as usual, no fair evaluation can be 
made until salesmen have had a chance to gauge the 
market’s impact on their orders as they subsequently 
make their rounds.

In spite of revived interest in rocking chairs, con
ditions during the weeks leading up to the Southern 
furniture show were definitely on the slow side. 
Furniture manufacturing was virtually the only im
portant District industry in which activity (measured 
by seasonally adjusted man-hours) continued to de
cline right through the first three months of this year. 
Evidence available for April does not suggest any 
significant changes in that picture.

TRAVEL AND TRANSPORTATION Each new year 
brings an increase in the movement of people and 
products both through and within the Fifth District. 
And every recent year has brought substantial 
changes in the facilities available to handle the traffic. 
The railways continue to lose both freight and pas
senger business to the highways and airlines. The 
only consistently profitable rail operations in recent 
years have been those of the coal-hauling roads of the 
Fifth District and adjoining areas. Abandonment of

and airlines, but fo r ra ilw ays troublesome declines in dem and.

unprofitable trackage and mergers continue to be the 
principal approaches to cost reduction.

Symbolic of progress in air travel is Dulles Inter
national Airport, currently under construction on 
9,800 acres in northern Virginia about 25 miles from 
downtown Washington, D. C. This will be the 
world’s largest and most modern airport, featuring 
“ mobile lounges” which will carry nearly 100 passen
gers at a time to and from their planes. The opera
tion is expected to employ 7,000 people in direct and 
subsidiary jobs by 1964, over 10,000 by 1970.

Motorists, bus passengers, and truckers share an 
interest in the progress being made in building the 
District’s part of the national interstate and defense 
highway system. Some 3,300 miles of these super
highways will serve the Fifth District. About 20% 
of this mileage was completed during the last fiscal 
year and nearly 40% more is currently in process. 
The District’s share of Federal interstate and defense 
highway funds amounted to nearly $162 million in 
the fiscal year ended June 30, 1960, and $180 million 
more are authorized for the current fiscal year. 
Other Federal highway aid funds raised the District’s 
total to approximately a quarter of a billion dollars 
in each fiscal year.
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THE FIFTH DISTRICT

The upswing in Fifth District business activity 
continued through May. However, patterns of im
provement remained mixed, thus closely resembling 
those of the previous month. The District’s most 
diverse, least predictable, and ultimately most im
portant group of purchasing agents, the consumers, 
continued their week-to-week vacillations, but main
tained average buying levels that compared favorably 
with those of a year ago. Automobile sales, which 
tended to lag a little in April, picked up again in 
May, but both automobiles and appliances were 
moving at a disappointing pace as far as most dealers 
were concerned. What zip there has been in con
sumer buying lately has been pretty much confined 
to soft goods.

PERSONAL INCOME DECLINE ENDS As the chart 
on the next page indicates, personal income in the 
Fifth District turned down last October and the de
cline continued through February. Income in March 
reversed that trend writh a somewhat stronger than 
seasonal gain over the preceding month. District 
personal income for the first three months of this 
year, however, remained very slightly below the 1960 
figure. The other series on the chart, sales of retail 
stores with one to ten outlets, which handle over 80% 
of retail sales, contains a strong seasonal element 
which accounts for most of the decline this year. 
Neither series yet displays the consistent upward 
trend that characterized the early months of the last 
recovery period in 1958.

CONSTRUCTION Except for a few brief intervals, 
construction has been an element of strength in the 
District economy for the past several years. Last 
summer brought a definite slowdown in residential 
building, and contract awards for business and pub
lic works slumped early in the fall. However, each 
time that it seemed as if contractors might soon be 
left with little more than projects in process on which 
to keep going, there was a revival of contract awards. 
Residential awards gained, apparently more than sea
sonally, in each of the first three months, and in 
March were about even with the average level for
1959, the best recent year for housing. Contracts for 
nonresidential construction and public works have

continued to be awarded in sufficient average volume 
to compare favorably with the last two years, each of 
which must be regarded as a very good year.

MANUFACTURING STRONGER Most of the Dis
trict’s principal manufacturing industries continued 
to gain strength during May. There were intermit
tent reports of rising demand and stronger prices in 
textile markets. A  rising volume of new orders 
paved the way for good increases in employment and 
hours of work in the production of metals, machinery, 
and transportation equipment. Improvement among 
nondurable goods manufacturers centered in chemi
cals, paper, and the yarn and knitting sector of tex
tiles. Furniture makers, however, continued to 
occupy the unenviable position of “ bottom men” on 
the District’s industrial totem pole. New factory 
orders for furniture remained slow and offered little 
hope for a reversal of the trend in employment and 
man-hours, which had been down for nearly a year.

BANKING AND THE M ONEY SUPPLY District banks 
maintained a position of substantial ease throughout 
April and early May, and appear to be amply pre
pared to accommodate increased loan demand as

Though appliance show room s are often crowded, dealers say that 
purchases of these durab les have been d isappo in ting recently.
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business recovery proceeds. Comfortable reserve 
positions were reflected in borrowings at the discount 
window well below those for the comparable weeks 
of any recent year.

Total investments of the District’s weekly report
ing member banks during the eight weeks ending 
May 24 rose 1.0% as contrasted with substantial de
clines in the same weeks of 1959 and 1960. Much of 
this year’s increase has been in U. S. Government 
securities of under one-year maturity. Such securi
ties comprised 7.2% of total assets of District weekly 
reporters in mid-May as compared with 6.6% at the 
end of March and 6.3% at the beginning of the year.

Over the same seven weeks gross loans of District 
weekly reporting banks increased 0.6%, about the 
same as the rise which occurred in the comparable 
weeks of last year, but considerably below that of the 
like period in 1959. Most of this year’s rise came in 
the first half of May. Most major loan categories 
showed greater strength this year than in the same 
weeks last year. The chief exceptions to this rule 
were loans to financial institutions (other than banks ) 
and to consumers.

Business loans, watched by many as a rough indi

cator of current business conditions, moved up strong
ly in the first half of May following a slight decline 
in April. These loans have shown better-than-sea- 
sonal strength since the first of March, up roughly 
5% as of May 24.

For the nation as a whole expansions in bank loans 
and investments and a decline in U. S. Government 
deposits have brought about a significant increase so 
far this year in the seasonally adjusted money supplv, 
as is shown in the above chart. Preliminary data 
indicate a $500 million gain in April, bringing the 
total increase this year to more than $1.5 billion. 
This compares with a sizable decline over the same 
months last year, when the economy was heading 
into a mild recession. The increase so far this year 
has been at a somewhat more rapid pace than that 
in either 1958 or 1959, both strong recovery years.
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THE FIFTH DISTRICT

usiness activity in the Fifth Federal Re
serve District generally has continued to 
strengthen. Among manufacturing indus
tries, the best gains have been made in cer

tain lines of durable goods, a normal development 
during the early stages of recovery. The furniture 
and lumber industries, however, have failed to con
form. Their markets, while perhaps not actually 
weak, have not yet improved with any consistency. 
At the other extreme, manufacture of transportation 
equipment had already reached a new high in May 
— an exceptional situation, however, as all other du
rable goods industries are still operating considerably 
below their peak levels of 1960. In order to regain 
these highs by the end of December, they would have 
to advance faster in the last half of the year than 
they did during the first half.

Nondurable goods have not shown as consistent 
a pattern of recovery recently but are, nevertheless, 
relatively closer to attaining their former peaks. By 
May seasonally adjusted man-hours in these indus
tries were 6% above their December 1960 low and 
were less than 3% below their May 1960 peak. In 
contrast, May man-hours in durable goods manu
facturing were up 5% from December but were still 
nearly 6%  below their January 1960 high.

Activity in the nonmanufacturing phases of the 
District economy has also continued to improve. 
Employment has registered recent increases in all 
major areas except mining and financial enterprises. 
The number of persons drawing regular unemploy
ment compensation, while still at the highest summer 
level since 1958, declined more than seasonally 
between mid-April and early June. Construction 
employment, seasonally adjusted, recently reached 
its highest level since last November, and increases 
in both contract awards and building permits lend 
support to an optimistic view of the near future in 
this area. With employment generally rising, Dis
trict personal income has gained ground slowly after 
turning the corner in February and has registered 
nominal gains over last year.

The first statistical evidence on consumer activity 
during June, a preliminary estimate of the seasonally 
adjusted index of department store sales, is favorable 
-—up 5% with respect to both May of this year and 
June a year ago. District department store sales

during the first half of 1961 exceeded those of the 
comparable period last year by 1.5%.
M IN IM U M  WAGE INCREASE The increase in mini
mum pay from $1.00 to $1.15 per hour scheduled for 
September is causing concern in some areas of Dis
trict business. This is true even in manufacturing, 
where most rates are well above the new minimum. 
Although the results are difficult to anticipate, these 
industries expect to be affected in two ways. First, 
virtually all manufacturing operations employ some 
unskilled workers or workers in training whose pay 
is below $1.15. Since wage differentials roughly re
flect gradations of ability and seniority, lower level 
increases tend sooner or later to be felt higher up 
the scale. It seems likely, therefore, that most in
dustry pay scales will to some extent be influenced by 
the higher minimum wage. Second, manufacturers 
may be affected by higher material costs. The price 
of lumber, for instance, may rise at least $5 per 
thousand feet and perhaps as much as $10, according 
to some persons in the industry.

On the strength of these developments, some lead-

Recovery from  the recent recession has progressed rap id ly in the 
District's prim ary metals, metal products, and m achinery industries.
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ing District furniture manufacturers predicted dur
ing market week in Chicago that prices on many of 
their lines would rise from 3% to 5°/c within 30 to 
60 days. For textiles the possibility of further cost 
increases may mean new complications. Prices of 
some important fabrics are still weak, and cotton costs 
are already expected to increase later this year be
cause of higher goverment farm price supports. A p
parel manufacturing and segments of food and to
bacco processing also seem likely to feel the effects 
of the minimum wage increase to some extent.

Only employers already subject to the minimum 
wage law will be required to observe the $1.15 mini
mum beginning September 3. However, some em
ployers in nonmanufacturing fields who wrere former
ly exempt from the minimum wage will become 
subject to a $1.00 hourly minimum at that time.

COAL OUTPUT LEVELS OFF As the chart shows. 
District coal production declined sharply between 
1957 and 1958 but has since remained relatively 
stable. Employment, on the other hand, has con
tinued to move down. The chart clearly shows the 
dramatic reduction that occurred in mining employ
ment over the last decade while production showed 
considerable cyclical fluctuation but only a moderate 
over-all decline. A recent cyclical drop in coal out
put was terminated by increases in both May and 
June. At District ports, domestic coal loadings rose 
in June after declining for several months, but foreign 
loadings continued to fall.

SUMMER FURNITURE MARKETS Dealers touring the 
summer circuit of furniture shows in North Carolina, 
Chicago, New York, and other centers have reported
ly placed a fair volume of orders. Buyers are ap
parently being influenced by some divergent con
siderations: ( 1 ) their expectation that prices will in
crease within the next 30 to 60 days, (2 ) their wish 
to fill out showroom exhibits, especially in new lines,
(3 ) weakness in consumer buying, with little help 
expected from new residential building, and (4 ) their 
continuing desire to hold only minimum inventory.

1 rade reports indicate that price increases may 
chiefly affect wood furniture such as chests, cabinets, 
shelves, tables, and desks. These items have been 
moving quite well, but business has been rather dull 
in upholstered and higher priced lines. Activity in 
the furniture factories reflects these conditions. Sea
sonally adjusted man-hours in the industry picked up 
in April but have since been sliding off much as they 
did in late 1960 and earlv 1961.

TEXTILES MORE ACTIVE Conditions in the textile 
industry still reveal a number of divergent tendencies

but, on balance, have become more favorable. Manu
facturing operations have picked up steadily for sever
al months. Seasonally adjusted man-hours were up in 
May, reaching their highest levels since August 1960 
in broad woven goods, since May 1960 in yarn and 
thread mills, and since June 1960 in knitting mills.

Forward buying of gray goods has held fairly 
steady in recent weeks. The market in industrial 
fabrics has been particularly active and some mills 
were encouraged to raise their quoted prices on these 
lines. Their experience following the price increases, 
however, indicates fairly clearly that the market as 
a whole is still on the soft side, certainly too soft to 
support the profitable price levels of a year ago.

Recent print cloth buying has been largely for the 
purpose of filling the gaps in current needs and has, 
therefore, been somewhat slow and intermittent. 
Some mills seeking to move these goods in larger 
volume for forward delivery are reported to have 
made further price concessions. Thus the price of 
the bellwether 80x80 print cloth, which ranged from 
2034 to 21 cents per yard a year ago, has recently 
been quoted at 17*4 cents. Some special types of 
fabric, such as corduroys and synthetics, have remain
ed in relatively strong demand. But most of the large 
volume items are still subject to relatively weak or 
fluctuating market conditions.

The week of July 4 has traditionally been vacation 
week in the textile industry. Last year, lagging de
mand and mounting inventories prompted many mills 
to extend their vacation time to two weeks. Some 
mills, especially print cloth producers, are again shut
ting down for an extended period, but the movement

Coal production leveled out in the past few  years, reflecting more 
stable dem and conditions, but em ploym ent continued to decline.

BITUMINOUS COAL
V IR G IN IA  A N D  W EST 

1958 =  100
Per Cent 
2001------
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CARRYOVER STOCKS OF FEED GRAINS
Million  Tons 
80

U N ITED  STATES

is by no means as widespread as it was a year ago. 
Most firms in discussing vacation plans have ex
pressed their intention to close for the week of July 4 
only or to vary their schedules so that different mills 
will be closed different weeks.

Better conditions are present in most other textile 
markets. Knit goods have continued to show more 
strength than the rest of the industry. Knitters have 
confirmed their optimism by placing large orders for 
third quarter and some orders for fourth quarter yarn 
deliveries. Weaving yarns have also been quite ac
tive, and much of the industry’s third quarter pro
duction has reportedly already been sold.

NATIONS TO CONFER Representath res from all im
portant textile-trading countries will meet in Geneva 
later this summer to attempt to negotiate mutally 
satisfactory trading arrangements. The Department of 
State initiated the conference at the request of the 
President. Spokesmen for seven European countries, 
Canada, and the United States are now meeting to 
make plans for the Geneva talks.

FEED GRAIN PROGRAM Farmers’ signup in the
1961 emergency feed grain program— a government 
program designed to stop the buildup of the nation’s 
feed grain surplus— went “ over the top” in the Dis
trict as well as in the nation. The nation’s carryover 
stocks of feed grains are at an all-time high and have 
been growing rapidly, being now about four times 
larger than they were nine years ago. The goal set by

the Administration was to divert at least 20% of the 
average 1959-1960 corn and grain sorghum acreage 
to conservation vises. When the signup ended on 
June 1, about 35 out of every 100 eligible farmers in 
the District had contracted to cut their 1961 corn and 
grain sorghum acreage. The nearly 93,000 farmers 
who signed up agreed to take almost a million acres 
out of production this year. This represents 22% of 
the corn and grain sorghum acreage that District 
farmers had intended to plant before the emergency 
legislation was enacted.

Farmers participating in the program are eligible 
for higher support prices not only on 1961 crops of 
corn and grain sorghum but also on this year’s 
barley, oats, and rye. They are in addition receiving 
payments in cash or in grain for each acre diverted 
to sound conservation practices.

The law permitted about one-half of these pay
ments to be made during the spring. Thus through 
June 1, District farmers had already received $12.1 
million in cash. The estimated total payment of 
around $26 million is equal to about one-third of last 
year’s cash receipts from corn and grain sorghum 
marketings. It will, however, amount to only about 
10% of the total value of these two crops, since much 
of the harvest is fed directly to livestock.

Farmers responsible for two-fifths of the District’s 
corn acreage and nearly three-fifths of the grain 
sorghum land during the past two years volunteered 
for the program. Almost all of them seem to have 
diverted the maximum acreage permitted, as the di
version averaged 54% of the corn land and nearly 
two-thirds of the grain sorghum land.

The proportion of eligible farms taking part in the 
program varies considerably among District states, 
ranging from nearly one-fourth in Maryland to al
most three-fifths in West Virginia. Total acreage 
to be diverted ranges from 9,500 acres in West V ir
ginia to 544,000 acres in North Carolina. Land di
verted per farm averages about 11 acres for the Dis
trict as a whole but runs as high as 19 acres in Mary
land. Advance payments also varied. Totals ranged 
from $162,300 in West Virginia to nearly $7.7 million 
in North Carolina and average payments per farm 
from $114 in South Carolina to $284 in Maryland.

PH O TO  CREDITS

Cover— Cities Service Com pany, Inc. 2. V irg in ia  Em
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Feed gra in  production has exceeded utilization since 1952. As 
a result there has been a steady increase in carryover stocks.
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THE FIFTH DISTRICT

The Fifth District economy achieved further ad
vances in July. Among the most active businesses 
were those catering to tourists, vacationers, sports 
devotees, and amateur landscape gardners. Crowds 
visiting District parks, beaches, and other points of 
interest have reportedly been averaging about 10% 
above those of last summer— and 1960 was considered 
a busy year. The beginning of the centennial com
memoration of the W ar Between the States has 
rekindled interest in locations memorialized by events 
of that conflict. In addition, the nation’s capital has 
attracted unusually large numbers of sight-seers this 
season, and their expenditures have helped maintain 
sales of retail stores and service enterprises in the 
Washington area at high levels. Apparently the 
average American leaves his troubles behind him 
when he takes a holiday.

INDUSTRY RECOVERY CONTINUES At District 
plants, the recovery that started early this year is con
tinuing. By mid-June manufacturing employment, 
on a seasonally adjusted basis, had recovered 46% 
of the ground lost during the recession, and manu
facturing man-hours, also seasonally adjusted, had 
regained 71% of their previous decline. June man-

District beaches, parks, and points of historical interest are 
attracting unusually large num bers of vacationers this summer.

hours in the cigarette, transportation equipment, and 
paper industries topped their best month of 1960. 
However, some fairly important industries— metals, 
furniture, lumber, and food processing— had recov
ered less than half of their recession man-hour losses 
by June 15. In each of the latter, June man-hours 
were at least 5% below their 1960 peak month.

SUMMER SHOPPERS ACTIVE From all reports shop
pers in the District were busy in June and busier in 
July. The preliminary estimate of the seasonally ad
justed index of department store sales in July went 
to 162 (1947-49=100), up 4%  from the previous 
month and 3% from July 1960. So far this year 
District department store sales are more than 1% 
ahead of last year. General retail sales have appar
ently about paralleled those of department stores dur
ing early summer and probably continued their grad
ual rise through July.

TEXTILE NATIONS AGREE Some first fruits of Presi
dent Kennedy’s program to aid the textile industry 
were harvested in Geneva in the week of July 17-21. 
All important textile exporting and importing coun
tries were represented at the International Textile 
Conference sponsored by the General Agreement on 
Tariffs and Trade at the request of the United States 
State Department. The terms to which all the con
ferees subscribed as a step toward more orderly and 
cooperative trading relationships include the follow
ing : (1 ) As a stopgap measure, any nation whose 
domestic markets are disrupted by unrestricted im
ports (for example, the United States or Great 
Britain) may request the exporting nations con
cerned to limit shipments for the year beginning 
October 1, 1961 to the level that prevailed during the 
year ended June 30, 1961. No machinery is pro
vided to enforce such limitations other than unilateral 
retaliation by the injured country. But acceptance 
of these terms morally binds the participants, and the 
speed with which preliminary agreements began to 
take shape during and after the conference suggests 
an atmosphere of good faith. (2 ) For the long run, 
an international textile committee will be formed to 
make recommendations by April 30, 1962 for draft
ing a more permanent agreement. (3 ) Nations that
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now restrict textile imports, notably certain countries 
of Western Europe, will act no later than January 1,
1962 to lessen such restrictions and thus open the way 
to more freedom and reciprocity in textile trading.

The possible limitation of imports is the item of 
greatest immediate interest to the American textile 
industry. The chart above compares the movement 
of wholesale prices of cotton cloth with levels of 
cotton cloth imports from January 1956 through 
May 1961. The relationship between these two 
series has been especially close since the beginning of
1959. Peaks in imports have followed high points 
in the price index by about six months. Prices were 
highest in January 1960, and in June 1960 imports 
attained a monthly peak of over 50 million square 
yards. A  lesser peak in prices occurred in June
1960, and after dipping to half the June volume im
ports rose again to more than 35 million square yards 
in December of that year. The experience sum
marized by the chart strongly suggests that higher 
textile prices without any agreement on imports are 
likely to be accompanied by an inflow of cotton goods 
from other countries, ranging from perhaps 30 to 50 
million square yards per month. Imports averaged

39 million square yards per month during the year of 
relatively high prices which began on October 1, 
1959 but only 27 million square yards monthly dur
ing the year ended June 30, 1961. According to the 
terms of the agreement, 27 million square yards could 
be made the limit for average monthly imports in the 
year beginning October 1, 1961 regardless of what 
prices do.

BUSINESS LOANS OFF Loan demand at District 
banks showed seasonal strength in June but fell off 
somewhat in July. Virtually all loan categories at 
District wreekly reporting banks exhibited greater 
strength in June than in the same month last year. 
The July reduction was due chiefly to a sharp de
cline in business loans, which fell nearly 4%  between 
July 5 and July 26. For the eight weeks ending 
July 26, these loans were off 3.5%. This compares 
with a similar decline in the same 1960 weeks and 
considerably smaller reductions in the like period of 
most other recent years.

Over the same eight weeks gross loans at District 
weekly reporting banks rose nearly 1%, as compared 
with a small decline during this period last year. 
Security, real estate, and consumer loans exhibited 
notable strength this year.

District weekly reporting banks moved into an 
easier investment position in June and July, increas
ing their holdings of Governments of under one-year 
maturity by more than 20%. Much of this increase 
was related to important U. S. Treasury refinancings 
in late June and late July. Over the same period, 
holdings of intermediate- and long-term Governments 
were reduced sharply, while other securities were in
creased moderately. Total investments rose 1.5% 
as against a 3% increase in the same period last year.

Typically District banks have continued to main
tain a basically easy reserve position. Daily average 
borrowings at the Federal Reserve discount window- 
rose somewhat in June but fell again in July. Average 
borrowings for the eight weeks ending July 26 re
mained far below those in the comparable weeks of 
any recent year except 1958. In the Federal funds 
market, District banks wTere net buyers (borrowers) 
through most of June but swung over to a heavy net 
sales position in July.

PH O T O  CREDITS
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THE FIFTH DISTRICT

Fifth District business generally continued its up
ward course in August, and businessmen were large
ly optimistic despite uncertainties in appraising the 
fall outlook. Local and national analysts expressed 
their agreement in the press, frequently pointing to 
the possibility that all major sectors will increase 
their spending enough between now and the end of 
the year to generate a sharp rise to significant new 
highs. A  brief look at the District business recovery 
and comparison with that of the nation as a whole pro
vides a point of departure for evaluating develop
ments this fall.

In retrospect, the important broad indicators—  
bank debits, employment, and manufacturing man- 
hours, all seasonally adjusted— present substantially 
similar, but by no means uniform, pictures. During 
the early months of recovery, each of these measures 
showed business moving ahead more rapidly in the 
District than in the nation as a whole. Late in the 
spring the pace of national recovery increased, where
as District activity lost some of its initial momentum.

Fifth District factories produce approxim ate ly one-sixth of the 
1.7 billion g la ss containers used annua lly  in the United States.

The national rate of recovery in nonfarm employment 
as measured by the relative gain from the recession 
low, caught up with the District rate in May, moved 
ahead in June, and kept the lead. Rates of recovery 
in the District’s bank debits and manufacturing man- 
hours remained ahead of the comparable national 
rates during the summer months but by smaller 
margins. Since recovery got under way, bank debits 
have shown relatively wider fluctuations from month 
to month in the District than at the national level. 
The opposite is true of employment and man-hours, 
which have been rising in the District at an un
usually stable rate.

BANK DEBITS HIGH Bank debits, seasonally ad
justed, broadly measuring the flow of payments in 
the economy, fluctuated considerably from month to 
month. Therefore, their trend over a longer period 
has more significance. Bank debits in the District 
reached their prerecession high in May 1960. The 
series declined 9.5% to its December recession low 
and then rose to a new high, 5% above the previous 
one, by May of this year. Since then seasonally ad
justed District bank debits have fluctuated at high 
levels slightly below the May peak. In the nation, 
bank debits reached a prerecession high in August 
1960, three months later than in the District, but their 
recession low and subsequent peak coincided with 
those of the District. The national drop from Au
gust to December was 4.4%, and the new high in 
May was 4% above the previous peak.

JULY EMPLOYMENT A NEW RECORD As in the case 
of bank debits, seasonally adjusted nonfarm employ
ment reached its prerecession high earlier in the Dis
trict than in the nation as a whole— April as against 
July. From these respective peak months, District 
employment declined only 1.7% to a February low 
while the national series dropped 2.3% to a trough in 
March. With the advent of recovery, the District 
fell in line fairly closely with the nation. Both ex
ceeded their prerecession highs in July, the District 
by a fraction of 1%, the nation by an even smaller 
margin. Whereas bank debits in both areas gained 
considerably more between December and May than 
the amounts lost during the recession, seasonally ad
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justed nonfarm employment moved slowly (although 
consistently) up from late winter lows and did not 
surpass prerecession levels until July.
NONMANUFACTURING SECTOR LEADS The estab
lishment of a new high for seasonally adjusted non
farm employment in July resulted from strength in 
the nonmanufacturing sector. Particularly strong 
areas were government; contract construction; fi
nance, insurance, and real estate; and services. How
ever, employment in some nonmanufacturing groups 
was below last year’s high month. Transportation, 
communication, and public utility companies had 
3% fewer employees in July than in June 1960, the 
peak month for the group. The number of workers 
in trade establishments in July was also slightly 
below last year’s high, and mining employment, al
though fairly constant for the last six months, was 
about 12% below a year ago.
MAN-HOURS RECOVER UNEVENLY Seasonally ad
justed manufacturing man-hours in the District rose 
less than 1% between June and July and in the latter 
month were still 1.6% below May 1960, their peak 
month. The July gain in United States man-hours 
also fell short of 1%, leaving that figure still more 
than 3% below its January 1960 peak.

Experience among the District’s manufacturing in
dustries has varied considerably during this recovery 
period. Three nondurable goods industries— food, 
tobacco, and paper— exceeded their last year’s highs 
earlier this year but in July were again slightly below 
the new peaks. Small reductions in seasonally ad
justed man-hours occurred between June and July 
in knitting mills and apparel factories, while increases 
were registered by broadwoven fabric mills, yarn and 
thread mills, and chemical plants.

The only durable goods industries showing some 
degree of strength in July man-hours when compared 
w’ith high months of last year were transportation 
equipment (5%  above) ; machinery; and stone, clay, 
and glass (each 2% below). The others ranged 
between 5% and 12% under their respective pre
recession levels, with furniture, lumber, and primary 
metals at the bottom of the list.
IMPORTED GLASS TREND UP Although the industry 
classification which includes glass making has made 
a generally good showing, some glassmakers are hav
ing a difficult time. Competition from foreign pro
ducers is increasing in quantity and also expanding 
into a greater variety of product lines.

According to latest reports there are 113 glass 
making plants within the boundaries of the Fifth Dis
trict. Three-fifths of these are located in West V ir
ginia. The majority are small operations making

household, scientific, and other specialized glass 
products. The larger factories, fewer in number but 
employing a major fraction of the District’s glass- 
workers, manufacture flat glass and glass containers. 
Makers of flat glass have recently felt the effects of 
foreign competition more keenly than in any previous 
recovery period. Between 1957 and 1959 imports 
of flat glass rose 90% , but this sharp increase was 
followed by a decline of about 15% between 1959 
and 1960 as general business activity slowed. Even 
after this decline, however, flat glass imports rep
resented 11% of apparent domestic consumption in 
1960 compared with 7% in 1957.

Tariff duties currently in effect are on a per pound 
basis with rates varying according to the size of the 
glass sheets. Domestic producers argue that cur
rent rates are not sufficient to prevent further in
creases in imports and consequent serious injury to 
their industry. Areas adjacent to ports of entry can 
be reached by foreign shippers with little added cost 
from overland transportation. Here price cutting 
has already become necessary to prevent imports 
from making more serious inroads in the domestic 
market. However, industry experts believe that 
manufacturing costs are sufficiently lower in other 
countries to enable foreign glassmakers to cover addi
tional transportation costs and still meet competitive 
price reductions.

CONTAINER IMPORTS RISING Seventeen plants 
manufacturing glass containers are listed in state 
directories for the District. According to the same 
source, and substantially verified by the Census of 
Manufactures, about 9,000 workers are employed in 
these plants, which places the District’s share of the 
nation’s glass container industry at roughly one- 
sixth. The volume of imports is growing, but still 
represents a small fraction (between 0.1% and 0.2% 
in recent years) of this country’s annual consumption, 
now approximately 1.7 billion glass containers. A l
though they are both bulky and brittle, bottles and 
jars shipped to this country are earning good profits 
for their foreign makers. While still small as com
pared with this country’s huge total volume, imports 
registered a large relative gain between 1957 and 
1960 and exceeded a value of $2 million in the latter 
year.
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THE FIFTH DISTRICT

Despite moderate declines in some areas, generally 
good business conditions still prevail in the Fifth Dis
trict. Nonmanufacturing employment, about three- 
fourths of the District total, reached a new high in 
August. Substantial gains occurred in government, 
contract construction, financial enterprises, and serv
ices ; smaller ones in mining and trade. Construc
tion activity, a sustaining factor during the last re
cession, has consistently gained further strength— an 
indication of confidence. Trade, on the other hand, 
although satisfactory by comparison with recent 
years, has developed little if any new strength during 
the period of recovery. The absence so far of any 
extra autumnal vigor places trade among the hesitant 
sectors of the economy.

Many manufacturing industries experienced a 
slower pace in August. Factory employment and 
man-hours, both seasonally adjusted, were slightly 
down from July levels, and more than 2% below 
their respective 1960 highs. August declines— more 
marked in nondurable goods than in durables— oc
curred in tobacco manufacturing; the weaving and 
spinning components of textiles; apparel; paper; 
printing; metals; machinery; furniture ; and stone, 
clay, and glass. The significance of these relatively 
small but rather widespread adjustments is not 
wholly clear. Business attitudes and expectations 
have been generally and quite consistently optimistic. 
Other facets of the District economy have for the 
most part maintained an upward course. It may be 
that usual seasonal slowdowns developed more than 
normal intensity this year.

INTERNATIONAL TRADE With markets for manu
factured goods becoming increasingly competitive, 
interest in overseas business contacts is clearly grow
ing. Greater emphasis is being given to foreign mar
kets as potential outlets for domestic products. The 
free economies of Europe and Japan have completed 
a remarkable recovery from almost total wartime 
destruction. Fifth District business groups have 
demonstrated their awareness of these developments 
in the past but are now giving them more attention 
than ever. The 13th Annual Virginia World Trade 
Conference, directed by the Virginia State Chamber 
of Commerce and supported by 12 other organiza

tions, will meet October 25-27 at Old Point Comfort, 
Virginia. Students and faculty members from 2i 
colleges and universities in Virginia, the District of 
Columbia, and neighboring states will be Conference 
guests. In Charlotte, North Carolina, the Coliseum 
and Merchandise Mart will provide the setting for 
the North Carolina Trade Fair, October 12-21. The 
number of exhibitors at the Fair is expected to ap
proach 400, and the potential foreign demand for 
products displayed will be judged by distributors 
from all parts of the world.

CONSTRUCTION Manufacturers are just as per
sistent in trying to reduce costs as they are in pur
suing new markets. Frequently the quest for lower 
costs has produced decisions to build. Much public 
construction is also in progress. Contract construc
tion workers in August numbered more than 300,000, 
the most ever employed in the District. Building 
permits in 38 District cities also reached a new high 
in August with a total value of more than $72.7 mil
lion. This impressive figure wTas 16% higher than 
the series’ second best value established two months 
earlier and 70% above last year’s monthly average 
even though 1960 was a record year.

District contract awards are not presently at 
record levels but, nevertheless, do show considerable 
strength. Total awards have been declining grad
ually since mid-1960 and are slightly behind last 
year’s pace. Awards toward the end of last year in
cluded several very large public projects, the largest of 
which was the Chesapeake Bay Bridge-Tunnel. These 
helped to provide a solid foundation for this year’s 
construction activity and set such a fast pace for pub
lic construction and utility awards that 1961 can come 
in second best and still make a very good showing. 
Private awards, both residential and nonresidential, 
have maintained slightly higher average levels this 
year than last.

CONSTRUCTION CYCLES Erratic fluctuations in con
struction statistics tend to conceal the first signs of 
change when recovery or recession begins to affect 
the building business. Construction employment and 
the contract awards index plotted on the chart from 
January through July 1961 show how wide these
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CO N STRU CT IO N  CYCLES
FIFTH D ISTR ICT
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short-run variations are. In employment the sea
sonal pattern is fairly stable from year to year. In 
contract awards, however, it is well camouflaged by 
ups and downs arising from the unpredictable proc
esses by which individuals, businesses, government 
agencies, and other organizations decide when to 
build. The employment series can be, and is, sea
sonally adjusted with satisfactory results, but sea
sonal adjustment of contract awards, especially on a 
regional basis, has proven difficult.

Meaningful comparisons between employment and 
awards require special preparation of the data. Thus, 
the values plotted on the chart from January 1951 
through January 1961 are 12-month moving aver
ages. This simply means that each point on the 
chart is an average of the values for 12 consecutive 
months, the six months that precede and the six 
months that follow the point in question. The mov
ing averages smooth out the seasonal and random 
variations leaving in each case a pattern of business 
cycles superimposed on an upward trend.

The contracts to build the Savannah River atomic 
energy plant were awarded in May 1951 and were 
primarily responsible for high contract award aver
ages during most of that year. Employment rose 
rapidly during the 12 months following this unusual 
event, but then went into a decline that lasted more 
than two years before the size of the work force had 
again assumed its usual relationship to the normal 
volume of contracts. Employment took its next up
ward turn in August 1954, about six months after 
awards began to show definite gains. New contracts 
then peaked in the spring of 1955, but employment 
continued to rise for another 18 months. The 1957 
fall upturn in awards was followed about nine months

later by recovery in employment.
In general it appears that turning points ending 

declines in contract awards have preceded recovery 
in employment by six to nine months. In the last 
two or three years increases in contract awards have 
not occasioned such definite gains in employment. 
But last year’s flurry of new contracts followed by 
good average levels this year would seem to indicate 
record or near-record employment in this sector of 
the District economy for some months to come.

BANKING Business loans at District weekly report
ing banks rose sharply in August and September, 
reversing a steep July decline. These loans normally 
increase in late summer and early fall as inventories 
begin to grow. The rise so far this year has been 
greater than usual, 6.5% from July 26 to September 
20. Most other loans also showred seasonal strength 
over the seven-week period. Loans to domestic com
mercial banks (mainly Federal funds) more than 
doubled, reflecting ease in the reserve positions of 
District money-market banks. Loans to nonbank 
financial institutions and security loans also registered 
substantial gains. Real estate loans rose slightly, 
while agricultural loans declined seasonally. All other 
(primarily consumer) loans, sluggish all year for the 
nation as a whole, continued to exhibit more strength 
than usual at District weekly reporting banks— up 
3.2% in the latest seven-week period.
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THE FIFTH DISTRICT

Recent comments on national economic conditions 
have described business as good but not booming, im
proving on balance but with a number of divergent 
elements, and “ moving sideways” in some important 
areas. These generalizations also describe recent 
developments in the Fifth District.

Retail sales have been moving sideways almost 
continuously during the recovery period even though 
business in general and personal income in particular 
have risen steadily. Sales in certain lines— apparel 
and specialties for school, appliances, tools, and furni
ture— have displayed encouraging seasonal strength. 
Automobiles also have gained quite steadily, tending 
to confirm the industry’s expectation that the 1962 
model year will be one of the best. Other classes of 
merchandise have moved relatively slowly, however, 
so that total retail sales continue to lag.

MAN-HOURS M IXED Diverse movements have re
mained distinctive features of the manufacturing sec
tor. Seasonally adjusted factory man-hours de
creased 0.2% between August and September, the 
net result of a 1.1% rise in durable goods and a 
0.9% fall in the more extensive nondurable goods 
group. There were nonconformists in both. Trans
portation equipment and lumber lost momentum in 
contrast to the generally faster pace in durables, 
whereas wroven goods, yarn and thread, and tobacco 
manufactures other than cigarettes registered gains 
contrary to the behavior of most nondurables. The 
strongest gains were made in machinery, furniture, 
and yarn and thread. The sharpest declines occurred 
in food products, apparel, chemicals, and transporta
tion equipment.

EMPLOYMENT SHOWS STRENGTH Job s ta tistics  
provide broadly based evidence to support the con
tention that business is good but not booming. Dis
trict seasonally adjusted nonfarm employment in
creased 0.4% between August and September. Even 
manufacturing employment rose, indicating that the 
net loss in man-hours stemmed from reductions of 
working time in certain industries rather than fewer 
jobs. W ork forces decreased more than seasonally 
in contract construction, rose less than the usual sea
sonal amount in trade, and remained unchanged in

transportation, communication, and public utilities. 
In all other nonmanufacturing enterprises employ
ment increased with mining, services, and govern
ment contributing the strongest gains.

Variations among industries were also reflected in 
geographic differences. S e p t e m b e r  employment 
reached new highs in Maryland, the District of Co
lumbia, and Virginia. West Virginia and the Caro
linas, however, have not yet returned to their re
spective employment highs which occurred just before 
the onset of the 1960 recession. In West Virginia, 
the responsibility rests mainly on last year’s sharp 
decline in mining activity. In the Carolinas, textiles, 
apparel, lumber, and furniture all share the blame.

GRADUAL DECLINES IN UNEMPLOYMENT Monthly 
estimates of total unemployment without seasonal ad
justment are provided by Maryland, Virginia, West 
Virginia, and South Carolina. Back in February, 
according to the figures for these four states, unem
ployment as a per cent of the civilian labor force 
ranged from 15.0% in West Virginia to 6.2% in V ir
ginia. The average was 8.3% compared with 8.1% 
for the nation. By August, the latest month for 
which these data wrere available for inclusion here, 
the range of District rates had moved to a consider
ably lower level— from 11.6% in West Virginia to 
4.0% in Virginia. The four-state average was down 
to 5.8% compared with a 6.2% national rate.

Evidence that District rates generally have declined 
further since August is found in recent revisions of 
local unemployment estimates. The District em
braces about 80 “ labor market areas.”  Labor condi
tions in one-fourth of these have been reviewed in 
the last two months. Among the unemployment 
rates that were changed, decreases outnumbered in
creases five to one.

Insured unemployment declined more than sea
sonally in every month from March through August, 
and the latest weekly figures suggest a resumption 
of this encouraging trend following some less favor
able reports early in September. Recent rates of 
insured unemployment ranged from 5.2% in West 
Virginia (the only District rate higher than the na
tional average) to 1.5% in Virginia and the District
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of Columbia. The District average was 2.9%, which 
compared favorably with the national rate of 3.6%.

FURNITURE MARKET ONE OF BEST The number of 
furniture showings has increased in recent years to 
cover virtually every season in all parts of the coun
try. Sales executives in firms selling a variety of 
lines nationwide hardly have time to unpack between 
trips. Since recent markets in other regions posted 
only moderately successful records, no one expected 
anything unusual at the regular fall shows in District 
furniture centers.

Furthermore, the statistical evidence until quite 
recently was definitely gloomy. Retail furniture 
sales started the year at a low ebb and showed only 
spasmodic improvement through June. Factory man- 
hours also looked bad compared with 1959 and 1960 
figures. But the industry began to take heart when 
national furniture sales strengthened in July and Au
gust. District sales persisted at a fair level through 
the late summer, then increased sharply in Septem
ber. Production in the District also increased in the 
latter month, as factory man-hours rose to a par with 
average levels of the past two years.

Reports from the Southern Furniture Market, in 
progress October 20-27, were optimistic from the 
beginning. It was said of most previous markets 
that evaluations would have to wait until salesmen 
could visit customers after the show and judge the 
extent of the show’s impact on dealers’ willingness 
to buy. This time the customers were buying on 
the spot for several apparent reasons. Their inven
tories had dwindled to unusually low levels— too low 
for the fall and winter seasons with business on the 
upgrade. New styles, some introduced at this mar
ket and some unveiled earlier in the year, were a 
stimulus to sales. Finally, manufacturers had pre
pared, more carefully than ever before, a variety of 
special services for dealers. Recognizing consumer 
resistance as a barrier to general market improve
ment and wishing to help dealers present products 
most advantageously to their customers, some manu
facturers offered retailers a wide variety of selling 
aids ranging from suggested showroom arrangements 
to actual training programs for salesmen. Such in
terest in dealers’ problems gained an added measure 
of good will for a number of producers and con
tributed to the over-all success of the markets.

STANDOFF IN TEXTILES Textile manufacturers con
tinue to chart a cautious course through a circum
stantial maze to which something new is added every

Better retail sales, low dealer stocks, new styles, and new serv

ices m ade this year 's  fall furniture market one of the best.

week or two. The tone of the markets has changed 
little in recent months. Increases in new orders and 
rising backlogs have clearly shown a stronger trend 
in demand. Producers have tried to use this as a 
fulcrum to jack up prices. Such an effort is under
standable with costs considerably higher and prices 
significantly lower than they were two years ago dur
ing the industry’s most recent period of general pros
perity. The large inventories and phenomenal pro
ductive capacity that are part and parcel of the textile 
business exert so much downward pressure on the 
price structure, however, that substantial price in
creases remain unlikely unless stronger demands 
develop.

Manufacturers’ modest success in raising prices 
can be readily documented. The average level of the 
index of wholesale prices for cotton products during 
1960 was 94.2 (1947-49=100). Prices declined in 
the second half of 1960, and the index dropped from 
93.4 in September of that year to a low of 89.5 last 
June. The influence of improving demand then 
raised the index a point and a half in three months 
to a September level of 91.0. Price gains have been 
strongest in heavy industrial fabrics and man-made 
fiber goods.

DEPRECIATION SCHEDULES REVISED Mill opera
tors welcomed the October 11 announcement of more 
liberal depreciation allowances for textile machinery. 
A  “ useful life” of 15 years was recommended for 
preparatory equipment (previously 30 years), cards 
(previously 40 years), and other machines used to 
process materials through the spinning and weaving 
operations (most of which were formerly written off 
over a 25-year period). These were the first such 
revisions since 1942. The new schedules were favor
ably received as much more realistic than the old 
ones in view of more rapid rates of innovation and
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obsolescence in the design of textile machines and as 
an aid in, but not a solution to, the problem of foreign 
competition. The original announcement made it 
clear that the new schedules applied only to new 
acquisitions. Regulations which will set forth changes, 
if any, in the handling of machines not fully de
preciated under the old schedules are said to be in 
preparation.

BITUMINOUS COAL Coal producers have experi
enced more stable levels of production and sales long 
enough to think that they may last for a while. As 
the chart shows, average levels of production have 
been fairly stable since 1958. Employment, however, 
continued to decline until this year. At 71,500 in 
September, seasonally adjusted mining employment 
reached the high for the year and was just about even 
with last December. The last such period of stable 
employment spanned the second half of 1956 and the 
first half of 1957. The number of District miners 
dropped about 10% in each of the three intervening 
years.

Several reasons for optimism are listed by the coal 
experts. Costs of production have been reduced to 
competitive levels. Within the present economic 
framework coal has apparently struck a balance with 
other fuels and power sources and will tend to hold 
its own domestically. Meanwhile, markets in Eu
rope, Latin America, and the Far East are expand
ing and should take increasing quantities. Finally, 
special research units in the Department of the In
terior, at West Virginia University, and elsewhere

are looking into new ways of using coal. These in
vestigations will study coal as a source of special pur
pose fuels and of chemicals for uses other than as 
fuel. The coal industry believes that these studies 
w ill eventually yield significant results in opening 
new markets for its product.

AGRICULTURE Prospects continue to be generally 
favorable for Fifth District farmers. Production of 
fire-cured and sun-cured tobacco, wheat, grapes, and 
pecans will probably be at least 15% greater than 
last year. Output of hurley tobacco, soybeans, oats, 
and peaches will also be significantly larger while 
corn, sorghum grain, and sweet potato crops are ex
pected to be considerably smaller this year than last. 
By mid-October District farmers had sold over 1 bil
lion pounds of fine-cured tobacco for $650 million, a 
1 c/c increase in poundage and a 7% increase in dol
lars over 1960. Both total value of sales and average 
prices set new records for the Border Belt where the 
marketing season ended September 28.
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THE FIFTH DISTRICT

The improvement of business conditions in the 
Fifth District has proceeded at a very gradual pace 
in recent weeks, but the principal broad indicators do 
show good gains over comparable levels of last year. 
Seasonally adjusted bank debits, measuring the broad 
sweep of District business activity as reflected in total 
payments made by check, rose again in October after 
dropping in September. The high October figure—  
exceeded only in May and August of this year— was 
8c/o above last year’s monthly average. For the year 
to date, bank debits are running 4% ahead of 1960 
and 8% above 1959.

EMPLOYMENT GA INS WIDESPREAD Most areas of 
nonfarm employment have continued to show small 
monthly gains after seasonal adjustment, indicating 
that the rising trend is fairly widespread even though 
not particularly strong. The number of jobs in manu
facturing and trade remained virtually unchanged. 
Employment increases were strongest in construction 
and services. The number of workers in transporta
tion, communication, and public utilities and in fi
nance, insurance, and real estate increased moderately 
in October, and mining employment rose slightly for 
the third month in a row. Among the broad cate
gories of employment, government was the only one 
to decline significantly between September and Octo
ber. Total nonagricultural employment in October 
was l r/o higher than in the same month last year.

MAN-HOURS UP ON BALANCE Although manufac
turing employment in October was unchanged from 
the previous month, there were small increases in 
hours worked and, consequently, total factory man- 
hours rose slightly. The records of particular indus
tries, however, showed considerable variation, as has 
frequently been the case in recent months. Three 
durable goods industries advanced enough to offset 
declines elsewhere, producing a small gain in man- 
hours for the group as a whole. The first of these, 
transportation equipment, jumped 16% in response 
to a faster pace in shipyards and motor vehicle as
sembly plants. Idie remaining two, lumber and furni
ture, registered moderate gains. A  slightly stronger 
trend in residential construction helped the lumber 
business to move up again after declining in Septem
ber, and although October’s figure was only slightly

greater than those of April and August, it did rep
resent the high for the year thus far. Furniture 
manufacturers anticipated a successful fall market by 
increasing man-hours (seasonally adjusted) to the 
highest level since June 1960. Compared with Octo
ber of last year, total man-hours in durable goods 
manufacturing were up 4% . Only lumber and wood 
products and fabricated metals still lagged behind 
their respective year-ago levels.

SLIGHT GA IN  FOR NONDURABLES September to 
October changes in seasonally adjusted man-hours of 
the District’s principal nondurable goods industries 
were about evenly divided between increases and de
creases. The net result, however, was about the same 
as in durables— a small gain. The industries that 
increased man-hours were foods, paper, and chemi
cals, while reductions occurred in tobacco manufac
tures, textiles, and apparel. Printing and publishing 
remained unchanged.

Industries reporting higher October man-hour fig
ures this year than last displayed various degrees of 
improvement. Textile mill man-hours exceeded their 
year-ago level by 7%. Most of the other October- 
to-October increases were in the 2% to 4%  range.

In only three important nondurable goods indus
try groups were October man-hours below their year- 
ago levels. Each of these-—food, tobacco, and print
ing and publishing— is an industry which typically

Suburban  centers— larger, more numerous, and more attractive each 
year— bespeak retailers' determ ination to meet shoppers ' needs.
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operates under growing demand conditions. With 
the business recovery already several months old, 
their failure to equal last year’s records even in a 
single month prompts a search for the probable cause. 
One possibility is a difference in the timing of sea
sonal factors between this year and last. Long-run 
changes—-such as result from technical progress, 
shifts in demand, and changes in patterns of compe
tition— might also contribute. Or, in spite of gen
eral business improvement, these specific industries 
may have suffered setbacks of a cyclical nature.

The record shows that the food industry so far this 
year has failed to surpass last year’s man-hour levels 
in only two months— September and October. T o
bacco man-hours were below 1960 levels in six 
months— January, April, May, June, July, and Octo
ber. Local labor market reports suggest that seasonal 
developments, such as recent employment decreases 
in seafood packing and tobacco processing, probably 
explain these relatively few failures to top 1960 fig
ures. Man-hours in printing and publishing, on the 
other hand, were below corresponding 1960 levels in 
May, and again each month from July through O c
tober— enough to eliminate unusual timing of season
al variations as an explanation of this year’s reduced 
activity. Instead, according to industry sources, a 
variety of long-run adjustments have adversely 
affected the printing business this year. For some 
time, acquisitions of new equipment and, more re
cently, mergers have been increasing capacity while 
reducing the number of jobs. On the market side of 
the picture, several lines of commercial business are 
in a downward trend. For example, the textile and 
garment industries, seeking ways to cut costs, have 
reduced the size and number of tags and labels that 
they use. Developments of this kind have reduced 
the volume of business available to District printers.

INCOME GAINS AT FASTER PACE According to es
timates published by Business Week  magazine, per
sonal income in the Fifth District rose each month 
from the recession low last February through Sep
tember, the latest month for which an income esti
mate is available. In recent years, the net impact of 
seasonal factors has been such as to produce fairly 
stable levels of personal income from January 
through July, sharp increases in August and Septem
ber, then gradual declines through the final three 
months of the year back to the January-July level.

The sharp rise in income between July and Sep
tember is clearly visible each year and has averaged 
7.5% over the last three. This year the J ulv-Sep
tember rise was 8.5%, and personal income for the 
month of September was estimated to be 4.2% above

the level one year earlier. For the first three quar
ters of 1961 personal income averaged, respectively, 
2% and 7% higher than the average levels for com
parable periods of 1960 and 1959. Evidence avail
able from the more current employment and man- 
hour statistics, and from scattered reports obtained 
from various District areas and industries, suggests 
that personal income probably bettered normal sea
sonal expectations in October and November.

"DAY OF JUDGMENT" The tension and pressures, 
the opportunities and successes of businessmen re
flect, among many other things, the “ hazards”  of the 
free market. Products and services are judged daily 
by an almost numberless jury of consumers. No 
manufacturer or distributor can survive for long if 
this impartial and impersonal court of last resort re
jects the goods he offers for sale. For him every day 
is judgment day, but the Christmas season contains 
the most critical judgment days of all. In the opinion 
of many, perhaps most, of these suppliers of goods 
and services, the ‘ ‘consumers’ court” has acted with 
undue deliberation so far this year.

Statistics lend support to such contentions. The 
contrast between the steady rise in personal income 
estimates and the uneven behavior of sales is imme
diately apparent. A  closer comparison of these two 
indicators, however, reveals more serious evidence. 
Retail sales may have remained steady, or even de
clined, as income rose. As already noted, total per
sonal income from January through September 1961 
was estimated to be 2% higher than the similar total 
for 1960 and 7% greater than for 1959. Sales of re
tail firms having from one to ten stores and dealing in 
virtually all kinds of consumer goods are tabulated 
for the Fifth District. For the first nine months of
1961, these figures actually show decreases of 2% 
and 1 %• compared writh 1960 and 1959, respectively. 
Department store sales are a little ahead of last year, 
but about even with 1959. From all indications car 
sales in the Fifth District, as in the nation, have re
cently been rising at an encouraging rate. But again 
the record for the year as revealed in available sta
tistics is not rosy. For the first nine months of this 
year, new car registrations were down 12% from 
1960 and 4% below 1959. A  strong finish indeed 
will be needed to put 1961 in the running as a record 
year for retail sales.
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THE FIFTH DISTRICT

Recent trends in F ifth  D istrict business provide 
a good basis for genera lly  optim istic expectations 
substan tia lly  s im ilar to those reflected in composite 
national opinion as sum m arized in the m ain artic le  
of this issue. The D istric t’s broad statistica l ind i
cators have been consistently favorable for several 
months. Bank debits finished the year at record 
levels. R eta il trade, noncommittal du ring  much of 
1961, increased m arked ly in October, and shoppers 
kept the reg isters busy for the rest of the year, finally 
r in g in g  up record levels of Christm as sales. S e a 
sonally ad ju sted  nonagricu ltu ral em ployment rose 
g rad u a lly  to new highs last Septem ber, October, and 
November, and although the unad justed  gain  from 
November to December w as sligh tly  below norm al, 
more F ifth  D istrict inhabitants had jobs during  the 
final month of 1961 than ever before.

H igh ligh ts of recent increases in nonfarm em ploy
ment, most of which occurred outside the m anufac
tu rin g  sector, included the following items. F inan
cial and service enterprises expanded their work 
forces more than seasonally throughout the second 
half of 1961. Government agencies also took on new 
help w ith  considerable regu lar ity . Construction em 
ploym ent, a  source of strength  for more than a yea r 
and recently stable a t a h igh level, gained additional 
stay in g  power when a  good volume of new contract 
aw ards came along late last year. Recent events 
also brought s ligh tly  improved employment at the 
D istrict’s bitum inous coal m ines. M ine operators 
genera lly  expect the new stab ility  to last for a while, 
thanks to domestic m arkets stabilized by lower costs 
and overseas m arkets believed to be poised for a 
period of rap id  grow th. These and other components 
of nonm anufacturing em ployment have moved into
1962 on a wave of general expansion.

MANUFACTURING The extent of m anufacturing ’s 
participation  in the current cycle of economic grow th 
is not as easily  documented. Seasonally ad ju sted  
factory m an-hours d isp layed a series of little  ups and 
downs tow ard the end of last year, ending on the up
beat. F acto ry employment behaved in a s im ilar 
m anner. W ith in  this g enera lly  neutral p icture, how
ever, four industries in particu lar stood o u t : lum ber, 
as a  consistently bad perfo rm er; tobacco, with a con

sisten tly good re co rd ; tex tiles, because of prolonged 
u n ce rta in ty ; and furn iture, which em erged from the 
recession slow ly but now d isp lays ju s t about the 
brightest 1962 outlook in D istrict m anufacturing.

The lum ber business, after suffering from slack 
demand and soft prices during  v ir tu a lly  a ll of 1961, 
received m ild encouragem ent from the best fourth- 
quarter volume of residentia l contract aw ards in sev
era l years. A s a resu lt, lum ber m arket conditions 
did show some im provem ent in a  few  localities before 
the Christm as ho lidays ushered in the regu lar w in ter 
lull. Cold, wet w eather has helped to keep produc
tion and inventories lower than they m ight have been 
otherw ise, and prices, though w eak, have rem ained 
fa ir ly  stable. The lum ber business in 1962 could 
look good by com parison w ith  1961 w ithout actua lly  
ris in g  above m ediocrity. It w ill take a  strong spring 
recovery to sw ing lum bering into line w ith  rates of 
progress being v isualized  for most industries.

RECORDS GO UP IN SMOKE The nation’s tobacco 
industry , of which the F ifth  D istric t’s share includes 
6CY /c of farm  acreage and 50e/c  of factory wrorkers, 
had one of its b iggest years  in 1961. L ast y e a r ’s

N early  nine-tenths of United States flue-cured tobacco—the p rin 
c ipal cigarette  type—is produced by Fifth D istrict fa rm ers .

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1962



tobacco production, a ll types, w as up 4 °/c from the 
year before. Consumption of c igarettes, c igars, and 
pipe tobacco increased both in total volume and on 
a per cap ita basis. E xports of tobacco products 
w ere at the highest levels in more than ten years, 
and unprocessed tobacco went to overseas m arkets in 
near-record  am ounts. A ccording to D epartm ent of 
A gricu ltu re  estim ates, c igarette  production in 1961 
reached 528 billion, a  4%  increase over the previous 
year. A s the accom panying chart shows, 1961 thus 
became the fifth yea r  in a  row to establish a new out
put record. C igarette sales suffered a  setback in 
the first half of the 1950’s but have been “coming 
back strong” ever since. The cigarette in d u stry ’s 
sharp uptrend is visib le in all three series plotted 
on the chart. E xperts in the D epartm ent of A g r i
cu lture and elsew here expect the current c igarette 
consumption grow th rate of about 4%  annually  to 
ca rry  righ t on through the year.

TEXTILES' WEB OF CIRCUMSTANCE The D istrict's 
big, d iverse tex tile  industry  has an unusually  long 
list of item s to evaluate in any appraisal of its condi
tion and outlook. In Jan u a ry , for instance, the In 
ternal Revenue Serv ice followed up last fa ll’s re 
visions of allow able depreciation on new tex tile  m a
ch inery w ith sim ilar good news for apparel m anu
facturers. F urther announcements from the P re s i
dent’s office and the T reasu ry  indicated that liber
alized depreciation schedules for v irtu a lly  all indus
tries would soon be forthcoming, including the faster 
write-offs of older equipm ent that textilem en have 
been hoping for. The above involve changes in reg-

Fifth D istrict facto ries account fo r more than 80% of the nation 's 
c igarette  output, cu rrently  g ro w ing  at a rate of 4 % per ye a r.

O ver the past decade textiles fa iled  to keep pace w ith  other 
m anufactu ring  industries in production, prices, and p ro fits .

ulations only. A n additional tax  credit being con
sidered as an ex tra  incentive to m odernize would re 
quire new leg islation . T h is m easure would perm it 
reduction of a com pany’s computed tax  by an amount 
equaling, perhaps, 8%  of the y e a r ’s investm ent in 
new m achinery. One effect of these changes would 
be to enable A m erican  industry  to compete more 
effectively w ith  producers in other countries where 
more new equipm ent is in use and depreciation sched
ules are far more generous.

A  substantia l num ber of regu lar and special units 
of Government are w ork ing on other aspects of the 
P residen t’s seven-point tex tile  a id  program . Such 
un its in the executive branch alone involve represen t
atives of the S tate , Commerce, T reasu ry , and A g r i
cu lture D epartm ents, the Sm all B usiness A dm in istra
tion, and the Office of C ivil and Defense M obilization. 
These are coordinated through an “ in teragency” com
m ittee and are under the supervision of a  Cabinet 
committee. W ith  Congress in session, committees of 
both the Senate and the H ouse have also begun in 
vestigation  of tex tile  problems.

TEXTILE MARKETS ADVANCE SLOWLY W h ile  spe
cial committees ponder the tex tile  in d u stry ’s status,Digitized for FRASER 
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the public has decided to assist, as only the public 
can, by increasing  its use of tex tile  products. A s a 
resu lt, the m ills have experienced improved demand, 
p articu la rly  for synthetic fabrics, fine cottons, and 
industria l cloth. M arkets for yarn  and knitted goods 
have been fa ir ly  strong for several months. A lthough 
m any cotton p rin t cloths gained little in volume and 
nothing in price through most of 1961, the latest 
m arket reports are a  bit brighter. Converters have 
detected increased dem and for finished cloth and are 
tak in g  for processing some stocks that had accum u
lated at the m ills as a  result of requests to defer de
liv ery . Recent in terest in second quarter deliveries 
has made the outlook even more favorable.

A s the accom panying chart shows, production of 
tex tile  m ill products rose between 1960 and 1961, 
w hile prices and profits declined. It is apparent, 
m oreover, that these changes are genera lly  consistent 
w ith  trends of the past decade. Because of increased 
costs of both m ateria ls and labor, profits recently de
clined more sharp ly  than prices. (O ther m anufac
tu rin g  industries, also plotted on the chart, fared 
better than textiles. Production rose at a faster rate, 
profits declined more slow ly, and prices were m oving 
upw ard until last y e a r .) W ith  demand strengthen ing, 
textilem en fu lly  expect production to continue the 
r is in g  trend that began in 1961. But the rest of the 
picture is most uncertain . The tem porary in terna
tional understand ing curren tly  holding down tex tile  
im ports w ill end w ith the th ird  quarter of 1962. The 
industry  hopes that more perm anent agreem ents and 
other helpful m easures w ill be in effect by that time.

The p icture that the chart presents for 1961 is 
based on incomplete statistica l reports. Some tex 
tile firms are a lready  reporting a  better trend in 
profits, but these seem to be the exception rather than 
the ru le. Im proving demand, advancing technology, 
and governm ental inquiries point to an even more 
in teresting  year than usual in the tex tile  business.

BUSY SEASON FOR FURNITURE F urn itu re  folks are 
hav ing a busy w inter. F inal demand began to 
strengthen alxnit m idsum m er and improved fa ir ly  
stead ily  from then on w ith  corresponding increases 
in production. The successful fall m arket in fu rn i
tu re centers of the F ifth  D istrict provided an added 
lift. Then, in late November and December, the 
ris in g  trend in orders, production, and shipments 
leveled out on a high p lateau. F urn itu re  industry 
m an-hours at their last checkpoint w ere about even 
w ith  the all-tim e record set in M ay 1960.

In the second week of Jan u ary , good new s reports 
began to come in from the w inter furn iture m arkets. 
The b ig Chicago m arket opened on a strong note.

Attendance w as g rea ter than a yea r earlie r , and 
orders flowed in considerab ly la rg er volume. The 
price increases that began last fall continued w ith  
some items tagged from 1% to 5°/c h igher.

To keep m anufacturers’ representatives and reta il 
store buyers rea lly  busy, the th ird  week of Jan u a ry  
brought furn iture show openings in other centers 
from one end of the country to the other. W eather 
conditions provided the principal differences in the 
atmosphere surround ing these m arkets. In Chicago, 
sub-zero w eather greeted the furn iture m arketeers 
during  the first week, and b lizzard conditions fu r
ther ham pered activ ity  during  part of the second. 
B y w ay of contrast, v isito rs to Los A ngeles w ere 
“drenched in sun ligh t.” A t H igh  Point, N ew Y ork, 
D allas, and Seattle , the w eather w as occasionally d is
agreeable, but not extrem e.

The business clim ate, however, w as uniform ly 
favorable. A s has happened before, though not re 
cently, r is in g  reta il trade figures tow ard the end of 
the previous year cleared the decks for good buying 
at the w inter furn iture m arkets. F u rn itu re  re ta ilers  
came to the m arkets a little  concerned about low in 
ventories, d istinctly  optim istic on the spring sales 
outlook, and aw are of possible additional price in 
creases. Thus, in v ir tu a lly  all m arket areas, a t
tendance and the volume of orders w ere of record 
proportions. A s m anufacturers’ backlogs increased, 
delivery dates moved out to 60 and, in some cases, 90 
days. Most m anufacturers freely expressed sa tis 
faction w ith  the resu lts of the w in ter shows and now 
expect h igh volume production and increased prices 
to bring them greater profits th is year.

N ew trends w ere evident. For one, furn iture re 
ta ilin g  is m oving in two directions : tow ard discount 
selling  at m inim um  prices and m inim um  service in 
some c a se s ; tow ard improved services and closer 
custom er relations in others. For another, d isp lays 
included new and artistic  com binations such as a cof
fee table contain ing a stereophonic record changer 
and an E arly  A m erican  bedroom w all cabinet w ith 
a T V  set. The Southern  m arket has also advanced its 
reputation for special services to reta ilers— a panel 
discussion designed to show v is itin g  furn iture buyers 
how to cover their areas of in terest efficiently and a 
series of d isp lay clin ics. L a rg e ly  because of such 
features the Southern m arket is genera lly  regarded 
as the nation’s fastest g row ing furn iture m art.
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THE FIFTH DISTRICT

Business activ ity  in the F ifth  D istrict has com
pleted a  yea r of progress to record or near-record 
levels. The advance, however, has recently slowed 
to a very  gradual and rather uneven pace, and 
little  c lear evidence is yet availab le  for ju d g in g  its 
behavior since the first of the year. H ere, as in the 
rest of the nation, an a ir  of exuberance accompanied 
the strong seasonal ground sw ell that developed to
w ard  the end of 1961. The motive power came from 
new' strength  in several areas. Consumer buying 
forged ahead in sharp contrast to the mediocre per
formance which had characterized  trade during  most 
of the year. Construction activ ity  rem ained at high 
levels backed by a  good flow' of new contract aw ards. 
O ther nonm anufacturing sectors, p articu la r ly  serv 
ices, u tilities , and m ining, also advanced and some 
m anufacturing industries jo ined in. F u rn itu re  moved 
ahead on a strong w ave of new orders, and m etals, 
m ach inery, tobacco, and food products gained well 
by com parison w ith norm al seasonal behavior.

EXUBERANCE MODERATED The optim ism gener
ated tow ard the end of 1961 m oderated considerably 
when Ja n u a ry  business w as v isib ly  off the pace, and 
December statistics showed that year-end  progress 
in m any areas of D istrict business had been of less 
than seasonal proportions. W here it occurred, prog
ress had rem ained p retty  much on the surface, so to 
speak, rather than ach iev ing the deep penetration that 
had been hoped for. T he figures showed that sea
sonally ad ju sted  nonfarm  em ployment actua lly  de
clined a little  in December. T h is w'as a  resu lt of the 
first reduction since F eb ru ary  1961 in the num ber of 
nonm anufacturing jobs and the governm ent sector 
wras la rg e ly  involved. December bank debits, sea
sonally ad justed , w ere also  below the November level. 
On the other hand, after slipp ing a  little  in the p rev i
ous month, seasonally ad ju sted  factory em ployment 
and m an-hours increased s ligh tly  in December.

RECENT EVIDENCE INCONCLUSIVE Interpretation  
of recent statistics seems to call for even more cau
tion than usual. Seasonal ad justm ent at best pro
vides a  p artia l clarification of the behavior of business 
indicators. The unquestioning assumption that busi
ness statistics have cyclical significance sim ply be
cause they have been subjected to the mechanics of

seasonal ad justm ent overlooks a  m ultitude of other 
like ly  possib ilities. T h is is especially  true in w inter. 
The effects of extrem e w eather a t other seasons of 
the y ea r  are  u sua lly  b rief and re la tive ly  m ild. Bad 
w in ter wreather, however, can cause serious and pro
longed disruptions. No other season, furtherm ore, 
is affected by a  phenomenon com parable to “the 
C hristm as rush ,” a  d isturbance which m ay affect in 
ventory build-up and liquidation, em ployment, credit 
expansion, and other factors differently each year.

In the light of these qualifications, it is difficult to 
a rriv e  at any very  firm conclusions about recent 
changes in the state of D istrict business. Bank 
debits, seasonally ad ju sted , reached a new high in 
Jan u a ry . Em ploym ent improved a little  in m anu
facturing, but the num ber of other nonfarm  jobs re 
m ained v ir tu a lly  unchanged. The seasonally ad ju sted  
index of departm ent store sales, which had rem ained 
near the a ll-tim e record for three consecutive months 
a t the end of last year , w as down a little  in Jan u a ry  
but still strong. T rade reports on m anufacturing  in 
dustries w ere m ixed. S till a t the top of the lis t w as 
the furn iture industry , a lread y  at w ork on a large  
backlog of o rders and expecting  to be kept busy. 
M ost of the other durable goods industries appeared 
to be m ain ta in ing good operating  levels. Food proc
essors and tobacco m anufacturers adhered closely to 
the usual seasonal patterns. Lum ber producers w ere 
still last on the lis t but hoped that the recent upw ard 
trend in residentia l contracts and build ing perm its 
would soon foster a  strong upturn in demand.

TEXTILE OUTLOOK SOMEWHAT CLEARER U ndercu r
rents that have been s tirr in g  for some tim e beneath 
the surface of the tex tile  industry  have recently pro
duced a num ber of sign ificant developments. The 
Geneva conference of 19 tex tile  producing nations 
has prepared an ‘‘a rrangem en t” (to  become an 
“agreem ent” when form ally signed by the partic ip at
ing countries la te r th is y e a r )  designed to control in 
ternational shipments of cotton tex tiles over the next 
five years for the orderly  grow th of free w orld  in 
dustry  and trade in such m anner as w ill avoid d isrup 
tion of domestic m arkets. B y c learing  the w ay for 
b ila te ra lly  negotiated agreem ents coordinated through 
an in ternational Cotton T ex tiles  Committee, the
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arrangem ent bespeaks a sp irit of m utual understand
ing  and good w ill am ong tex tile  nations.

On the domestic side, tex tile  m arkets have again  
shown little  improvement. M ills have raised  a  num 
ber of specific prices but more, it would seem, as an 
outgrow th of last y e a r ’s r is in g  costs and recently 
in itiated  w age increases than in response to forces 
of the m arket place. T here have, in fact, been re
ports of curta iled  production schedules for cotton 
prin t cloth, and prices are  still genera lly  low as com
pared w ith  those in effect during  other periods of 
business im provem ent and especially in the light of 
the ir past relationsh ip  to costs.

STRENGTH SUSTAINED The broad p icture of D is
tr ic t business, then, is uneven ly favorable. S ta tis t i
cal m easures continue to show considerable strength , 
but the effect of th is strength  in m any areas cu rren tly  
seems to be susta in ing  the economy rather than mov
ing it ahead.

LOANS CONTRACT ABOUT AS USUAL Loan activ i
ty  a t D istrict banks fell off about as usual in/'January, 
after one of the busiest Decembers of recent • years. 
In the five weeks ending Jan u a ry  31, gross loans of 
D istrict w eekly reporting banks declined $128. m il

lion, or about 4 .5% . W h ile  th is is norm al, the fall- 
off this year w as somewhat la rg e r than that in the 
same period of most recent years . Except for real 
estate loans, which rose m oderately, a ll m ajo r loan 
categories at D istrict w eekly reporting banks de
clined in these five weeks. The largest drop occurred 
in business loans, down n early  $50 m illion.

The Ja n u a ry  reductions followed large  December 
increases. Between November 29 and December 27, 
gross loans of D istrict w eek ly reporting banks rose 
n early  $165 m illion, or about 6% . O utstand ing busi
ness loans increased $65 m illion, or rough ly 7% . A ll 
rem ain ing loan categories scored m oderate to sizable 
December gains. L arge  year-end  increases in loans 
are norm al, but these w ere considerab ly g rea ter in
1961 than in other recent years  and w ere only p ar
t ia lly  offset by the Jan u a ry  reductions. M ost loan 
categories rose again  in the first week of F eb ruary .

INVESTMENTS RISE Investm ent activ ity  of D istrict 
w eek ly  reporting banks in Ja n u a ry  centered chiefly 
in Government securities, holdings of which w ere in 
creased more than $13 m illion. T h is rise w as p ar
tia lly  offset, however, by reductions in other securi
ties of n early  $2.5 m illion. T otal investm ents rose 
0 .6% , about in line w ith  changes in com parable 
periods of most recent years . The increase in hold
ings of Government securities th is y ea r  w as about 
evenly divided between m aturities of under one year 
and over five years . H old ings of one- to five-year 
m aturities declined.

The Jan u a ry  increase in investm ents followed a 
much la rger rise in December. Between November
29 and December 27 D istrict w eekly reporters ex 
panded total investm ents more than $50 m illion, or 
n early  3% . T h is w as the largest increase of any 
recent December and was about equally  d ivided be
tween Governments and other securities.

Deposits at D istrict w eekly reporting banks re 
corded a norm al seasonal decline in the five weeks 
ending Jan u a ry  31, after a  d istinctly  better than 
seasonal increase in December. The Jan u a ry  de
cline w as concentrated in demand deposits. T im e 
deposits continued to move up sharp ly, ga in ing  a l
most 3%  in the five-week period. W h ile  the Decem
b er-Jan u ary  behavior of demand deposits conforms 
closely to recent past experience, the increase in tim e 
deposits in these two months has been considerably 
la rger than in the sam e months of other recent years.
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THE FIFTH DISTRICT

These pages are u sua lly  devoted to a  sum m ary of 
recent business developments in the F ifth  D istrict 
as reflected in broad indicators and in the records of 
p articu lar industries. The curren t state of business 
and the direction in which it seems to be heading are 
im portant to p lanners and m anagers, and are, so to 
speak, the m ap and compass of F ederal R eserve ac
tion. Such constant attention to the present, however, 
carries a  danger— the danger of losing perspective on 
long-run trends or of s ligh ting  the social and cu l
tu ra l factors that are the substance of progress.

ECONOMIC PROGRESS is a  m atter of perenn ial in 
terest. D iscussion u sua lly  centers around the rate 
of grow th, seldom com ing to grip s w ith  the more 
exacting  question of ju s t how grow th should be m eas
ured. A  brief glance at this complex subject leads 
to a  few genera lizations. To reflect real grow th, a g 
gregate m easures expressed in dollars m ust be ad 
justed  for price changes. The in trinsic im provem ent 
of goods and services cannot be m easured objective
ly  but m ust at least be recognized as an aspect of 
growth. The composition of output m ust also be

considered, for grow th m ight occur only in such 
th ings as radar em placem ents, rockets, and subm a
rines rather than in the production of goods and 
services of the kind that im prove liv in g  conditions. 
F in a lly , population m ust be taken  into account. 
If, for exam ple, output increases 3%  per y e a r  w hile 
population gain s 1.7% , output per cap ita rises less 
than 1.3% per year. The composition of population 
is im portant also. Ind iv idualistic  cap italism  gains as 
more people see their own roles in broader perspec
tive and act w ith  more in itiative . T hus progress is 
reflected in population trends such as r is in g  average 
levels of fam ily  income, a  broader distribution of 
people in a  w ider va rie ty  of occupations, h igher av er
age levels of educational attainm ent, longer life, and 
la rge r fam ilies. The decennial Census of Population 
affords an opportunity to check im pressions of change 
again st quantitative evidence.

SOME DISTRICT TRENDS based on the 1960 Census 
are revealed in the accom panying charts. The first 
set shows re lative grow th since 1930 in population 
and two m ain categories of em ployment. D istrict

TOTAL POPULATION NONMANUFACTURING EMPLOYMENT *  MANUFACTURING EMPLOYMENT

1930=100 1930=100 1930 =  100

^  Excluding farm employment.
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SELECTED CHARACTERISTICS OF FIFTH DISTRICT POPULATION
Per Cent

YEA RS OF S C H O O L CO M PLETED  BY PERSO N S  
25 Y EA R S  OLD AN D  O V ER

U rb a n  R u ra l R u ra l 
N o n fa rm  Fa rm
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1-3 Yrs. 4 Yrs.

or More

grow th exceeded that of the nation as a  whole during  
this period, but in the decade of the 1950’s only non
m anufacturing em ployment continued to grow  as 
rap id ly  in the D istrict as in the nation. The lower 
sections of the charts show how each state and the 
D istrict of Columbia contributed to these changes.

F ifth  D istrict population moved from 11.2 m illion 
to 16.6 m illion during  the 30 years covered by the 
charts. R esidents of the D istrict represented 9.1%  
of the nation ’s c itizenry in 1930, 9 .7%  in 1950, and 
9.3%  in 1960. O ver the sam e 30-year period, non
m anufacturing em ployment grew  from 2 .0  m illion to 
3.8 m illion and m anufacturing employment from 0.9 
m illion to 1.5 m illion. W ith  one exception, these 
figures represented a little  more than 9%  of their 
national counterparts. The exception w as factory 
em ployment, 9 .1%  of the national figure in 1940 but 
only 7.9%  in 1960, a reflection of the build-up of de
fense jobs in the D istrict before P earl H arbor and 
more rap id  grow th elsew here after W orld  W a r  II.

POPULATION SHIFTS between 1950 and 1960 w ith 
respect to ru ra l-versus-urban  residence, age, and edu
cation are shown in the second set of charts. The 
trends are  quite clear. People continued to move 
from the country to the cities, but in 1960 the D is
trict still had a re la tive ly  la rger ru ra l population than 
did the nation as a  whole. The young and the old 
segm ents of society increased at a  faster pace than 
the w orking group between them. In 1960 the 
“under 2 0 ” group w as com paratively la rg e r in the 
D istrict than in the nation, but the “over 60” group 
w as proportionately sm aller, and thus the relative

size of the m iddle group w as the same. F in a lly , 
there w as an increase in the fraction of total citizens 
equipped w ith high school and college tra in ing .

MORE DETAIL by far than can be shown here is 
availab le from Census sum m aries. T rends in occu
pational affiliation are  of special in terest. E very 
region of the D istrict has revealed in the past 20 
years a firm upw ard trend in both the num ber and 
the proportion of residents engaged in professional 
and technical occupations, m anagem ent and p roprie
ta ry  positions, c lerica l and sales jobs, services, and 
crafts. F arm  w orkers, laborers, and p rivate house
hold w orkers w ere ju s t as c learly  in a  decline. O nly 
the group designated by the Census as “opera
tives” (sem isk illed  workm en such as d rivers and 
other perform ers of repetitive ta sk s) has rem ained a 
fa ir ly  constant fraction of the total. B etter jobs have 
meant h igher income. Even after ad justm ent for 
price increases, m edian fam ily  income in the D istrict 
as reported in 1960 exceeded the 1950 figure by more 
than 50% . P a rt of th is increase, however, is e x 
plained by still another trend— a gradua l rise in the 
num ber of w orkers per fam ily .
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can be illu strated  quite sim ply. Between 1950 and
1960, F ifth  D istrict population grew  at an average 
rate of 1 .6 % per year , a  little  slow er than the 1.7% 
pace attained  by the country as a whole. Personal 
income, reflecting r is in g  liv ing  standards, increased 
at considerably faster rates—-5.7% per yea r in the 
D istrict and 5.9%  per yea r nationally . D uring the 
same decade, consumer prices rose 23%  and the pu r
chasing power of the consum er’s dollar decreased by 
n early  19% in the process. W hen  personal income 
figures are ad ju sted  accord ingly to reflect real 
grow th, the annual rates become 3.5%  for the D is
trict and 3.7%  for the nation. The differences be
tween these rates and population grow th— 1.9% for 
the D istrict and 2.0%  for the nation—roughly m eas
ure the rise  in genera l well-being.

For com parison w ith  the behavior of curren t ind i
cators, the real personal income in the D istrict during  
the 1950’s can be changed to a  m onthly rate. T h is 
comes to 0.29%  and the ga in  that would resu lt from 
nine months of progress a t th is ra te  would be about 
2 .6% . T here is, of course, no basis for deciding that 
the rates of economic grow th attained in the decade 
ju s t past are  the “ r igh t” rates. Everyone would 
su re ly  like to see them im proved, however, and past 
perform ance supplies a  basis for deciding if and by 
how much they are  im proving.

DISTRICT PROGRESS MEASURED How much pros
p erity  has the D istrict recently experienced? The 
question cannot be answ ered  m ean ingfu lly s im ply by 
quoting statistics and m aking the usual com parisons 
w ith  figures of a  month and a yea r earlier. Compu
tations based on the past decade produced average 
grow th rates of 0.13%  per month for D istrict popu
lation and 0.29%  per month for D istrict personal in 
come ad ju sted  for price changes. Nonfarm em ploy
ment increased during  the 1950’s a t a rate of 0.16%  
per month, according to availab le  figures. Due to 
statistica l revisions, however, the actual m ay differ 
s ligh tly  from the computed rate. Such revisions are 
a  still g reater problem w ith  m an-hour statistics and 
lim it the period of com putation to the years  1958 
through 1961 when the m onthly growth rate av er
aged 0 .2 % .

These grow th rates operating over a  period of nine 
months would produce increases of 1 .2 % in popu
lation, 1 .4 % in nonfarm employment, 1 .8 % in man- 
hours, and 2 .6 % in p rice-ad justed  personal income. 
D uring the last s ix  months of 1961 and the first three 
of 1962, however, seasonally ad justed  nonfarm  em 
ploym ent in the D istrict increased by only 0 .9% , but 
m an-hours rose 2 .0 % , a better ga in  than would be 
expected on the basis of the previous three years.

H ow “good” these gain s are  m ust rem ain a  m atter 
of judgm ent. C onsidering the fact that the under
ly in g  trend and the business cycle w ere both ris ing , 
the 0.9%  increase in em ployment certa in ly  looks 
w eak. A lthough the 2%  ga in  in m an-hours com
pares favorab ly w ith  the average rate of recent 
grow th , a  stronger rise  would be expected because 
of the re la tive ly  w ide fluctuations which business 
cycles induce in m anufacturing.

PERSONAL INCOME GAINS F ifth  D istrict personal 
income statistics do show substantia l gain s. P re 
lim inary  data released last month by the D epartm ent 
of Commerce and sum m arized in the accom panying 
table indicate that D istrict personal income gained 
4.6%  and the national figure rose 3.6%  between 1960 
and 1961. In both absolute and per cap ita term s, 
the D istrict m ade a  better show ing than did the rest 
of the country. P arad ox ica lly , however, the gains 
for both the D istrict and the country w ere sm aller 
in 1961, a  recovery year , than in recession-ridden
1960 and fell considerably short of the 5.7%  and 
5.9%  average grow th rates that characterized per
sonal income in the D istrict and the country, respec
tive ly , du ring  the 1950’s. L ast y e a r ’s 4 .6%  increase 
raised  D istrict personal income from $30.7 billion to 
$32.1 billion. The previous y e a r ’s gain s w ere ju s t 
under 5% for the D istrict and s ligh tly  more than 
that figure for the nation as a  wrhole.

A ll D istrict states reg istered  gain s in both total 
and per cap ita income in 1961 though these w ere far 
from uniform . M ary lan d ’s 6 % increase in total in 
come w as the D istric t’s largest, but V irg in ia  and 
N orth C arolina w ere close behind w ith  5% advances. 
South C aro lina ’s 4%  gain  matched the national av er
age, w hile the D istrict of Colum bia and W est V ir-

FIFTH DISTRICT PERSONAL INCOME

__________ Total__________  Per Capita

Change Change
State or Area 1961 from 1960 1961 from 1960

$ Million Per Cent Dollars Per Cent

Maryland 7,901 + 5.9 2,478 +  3.5
District of Columbia 2,328 + 1.6 3,059 +  1.7
Virginia 7,755 + 5.5 1,911 +  3.4
West Virginia 3,125 + 0.5 1,689 +  0.9
North Carolina 7,566 + 5.3 1,640 +  4.2
South Carolina 3,468 + 3.8 1,441 +  3.1

Fifth District* 32,143 + 4.6 1,904** +  3.3

United States 414,362 + 3.6 2,265 +  1.9

* Includes five West Virginia counties not in the District.
** Based on population estimates as of July 1, 1961.
Source: U. S. Department of Commerce, SURVEY OF CURRENT 

BUSINESS, April 1962.
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UNEMPLOYMENT
F E B R U A R Y  1962

Thous. of Persons 
1001----------------------------------------------

U. S. N .C. W . V a . Md. V a . S.C.
A v erag e

Note: Figures show  insured as per cent of total.

g in ia  recorded sm aller increases, respectively, 2 % 
and 1% . In 1960 the two Carolinas led the D istrict 
w ith  advances in total personal income of 6 % .

On a per cap ita basis, the D istrict’s 1961 income 
gain  com pares even more favorably w ith the average 
increase for the nation. Income per D istrict re s i
dent climbed from $1,844 in 1960 to $1,904 last year, 
an increase of 3.3%  as compared w ith  the national 
gain  of 1.9% . Betw een 1959 and 1960, per cap ita 
income rose about 4%  in the D istrict and about 3% 
nationally . In every yea r since 1957 personal in 
come has shown a la rge r percentage increase in the 
D istrict than in the nation as a  whole. Despite th is, 
per cap ita D istrict income in 1961 w as still on ly 84%  
of the national average.

F igu res  for ind iv idual D istrict states are, of course, 
affected by variations in state population as w^ell as 
changes in total income. F or this reason per capita 
increases by states do not necessarily  p ara lle l in
creases in total income. On a per capita basis, in
comes advanced most in 1961 in M ary land  and North 
C arolina, each of which scored a 4%  gain . A t the 
other extrem e, W est V irg in ia  showed only a  1% in
crease. V irg in ia  and South C arolina scored 3%  
gain s, w hile the D istrict of Columbia experienced a 
2 % rise.

A lthough re la tive ly  sm all, the income rise in the 
D istrict of Colum bia w as nonetheless sufficient to 
place the nation ’s cap ital a t the head of the per cap ita 
income list. In 1960 it w as in second place, behind 
D elaw are. A t $3,059, 1961 per cap ita personal in 
come in the D istrict of Columbia was 35%  above the 
$2,265 national average. M ary land  w as the only

D istrict state to better the national average , and 
ranked eleventh nationally  in both 1960 and 1961. 
O ther F ifth  D istrict states in 1961 continued w ell 
below the national per cap ita norm , although the p re
lim inary  figures indicate that a ll but South C arolina 
moved up in national rank ing . V irg in ia , in a  tie  for 
th irty -s ix th  place in 1960, moved to th irty-fourth  
place on the basis of the p re lim in ary  1961 data. W est 
V irg in ia  stepped from forty-first to fortieth, w hile 
N orth C arolina advanced from forty-fourth  to forty- 
second. South C aro lina rem ained in forty-eighth  
place on the lis t of 50 states.

W h ile  both the D istrict’s and the nation ’s w orkers 
received la rger incomes in 1961, they also paid 
s ligh tly  h igher prices for the th ings they bought. 
Consum er prices rose a  little  more than 1% over the 
year, and th is reduced by a  corresponding am ount 
the gain s in purchasing power that the h igher in 
come figures represent.

DISTRICT LABOR FORCE M onth ly estim ates of labor 
force, em ployment, and unem ploym ent are now being 
published (w ith  delays of a  month or s ix  w eeks) by 
all five D istrict states. In F eb ruary , the latest month 
for which all reports are cu rren tly  availab le , the D is
trict labor force, exclusive of the D istrict of Colum 
bia, totaled 5,748,000 or 8 .2%  of the nation ’s work 
force. The 5,390,000 who had jobs represented a 
sligh tly  la rg er percentage of the corresponding n a
tional total. The unem ployed in the D istrict, howr- 
ever, num bered 357,000— 7.9%  of the national figure, 
and the rate of unem ploym ent in the D istrict was 
6.2%  compared w ith  6 .5%  for the nation.

The accom panying chart shows the F eb ruary  re 
lationship of insured to total unem ploym ent for each 
of the D istrict states and the average of a ll states. 
The variations in these figures em phasize the need 
for care in d raw ing  conclusions from the w eek ly in 
sured unem ploym ent statistics even though they con
stitute one of the most prom ptly availab le of a ll eco
nomic indicators. Differences am ong the states re 
flect legal differences w ith  respect to insurance cover
age, w aitin g  periods, and duration of benefits. F u r 
therm ore, exam ination  over the past few years  of 
the national ratio  of insured to total unem ployment 
reveals much erratic  variation  in addition to the more 
regu lar business cycles and seasonal fluctuations.
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In m any a  youthful m ind graduation  is sim ply, 
perhaps happily, the end of school. N ow adays, how
ever, a  grow ing  num ber seem to comprehend a  truth 
that reta ins v ita lity  despite a  degree of monotony 
inadverten tly conferred on it by generations of g rad 
uation orators. A  commencement is not an end but 
a  beginning— a new phase of life in which more 
specific preparations are made and careers actually  
begin. B y graduation  tim e the more en terp ris ing  
students w ill a lread y  have made their p lans, and 
sooner or later the others w ill face sim ilar decisions. 
In the end, less than half w ill continue their educa
tion. Boys w ill enter m ilita ry  service, and g ir ls  w ill 
m arry  or sim ply continue to live a t home. B ut most 
of the young people wrho g raduate this Ju n e  w ill be 
looking for employment.

Com prehensive, up-to-date statistics on school 
enrollm ents are not availab le . Furtherm ore, especially 
at the college and un iversity  level, g raduates cross 
state (o r D istric t) lines w ith  im punity, seeking the 
most prom ising opportunities. H ow ever, w ith the 
a id  of some current estim ates and statistics that show 
the trends of the past, the genera l characteristics of 
this y e a r ’s crop can be broadly outlined.

In the F ifth  D istrict about 200,000 students w ill 
g raduate from high schools, colleges, and graduate 
program s this June . Of the approxim ately  165,000 
high school graduates, about 70,000 w ill seek further 
education. About 80,000, alm ost half, w ill jo in  the 
labor force, either w ith jobs lined up or seeking jobs. 
The other 15,000, more or less, w ill choose other 
alternatives such as a  tour of duty w ith the arm ed 
forces or domestic responsib ilities. F ifth  D istrict 
colleges and un iversities w ill probably g raduate be
tween 37,000 and 38,000 this year. About 5,000 of 
these w ill continue their studies. T h is w ill leave 
between 32,000 and 33,000 seeking em ployment in 
their chosen vocations. Thus, the total addition to 
the labor force brought about by graduations from 
high schools and institutions of h igher learn ing  w ill 
probably be between 110,000 and 115,000.

ASSETS OR LIABILITIES T here seems to be a  tem pta
tion in some circles to view  this lump addition to the 
labor force writh some alarm . The D istrict labor 
force w ithout seasonal ad justm ent has recently to
taled about 6.3 m illion, and “a lread y” there are over
350,000, or 5 .8% , w ithout jobs. T ak in g  a most ex 

The importance of education is receiving more and more recognition as growing numbers of teen-agers and 20-year-olds look for jobs.
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trem e view , a  precip itant increase of 1 1 0 ,0 0 0  in the 
ranks of the unem ployed would raise  unemployment 
to an awesome 8 .7% . F a r  from being a  liab ility , 
however, these youngsters are re la tive ly  able and 
aggressive , capable of finding employment, and 
destined even tually  to p lay an active role in advanc
ing the economy. M any w ill have acquired specific 
sk ills  in high school. O thers w ill be receptive to 
on-the-job tra in ing . And the more than 30,000' re
cipients of college or g raduate degrees should have 
re la tive ly  little  difficulty finding jobs that w ill lead to 
positions of potential responsib ility in industria l, pro
fessional, or academ ic life. In any case, “economic 
liab ilitie s” are few and far between in the ranks of 
the graduates. Those who fail to finish high school 
are by and large the ones that w ill face em ployment 
problems.

M ANY LEAVE WITHOUT DIPLOMAS The evidence 
suggests that between 4%  and 5% of students en
ro lled in F ifth  D istrict p rim ary  and secondary schools 
drop out each year. W ith d raw al rates are low d u r
ing the ear ly  years  but are of significant m agnitude 
a t the high school level. A ccording to the Bien
nial Survey of Education in the United States, only 
three-fourths of the students enrolled in ninth and 
tenth grade classes during  the 1957-58 school year 
showed up in the eleventh and twelfth grades two 
years later. The net effect on the labor force of this 
attrition  w ith in  D istrict school system s is difficult 
to evaluate. On the surface it would appear that 
between 80,000 and 1 0 0 ,0 0 0  students of labor force 
age quit F ifth  D istrict secondary schools each year. 
A lm ost as m any dropouts as graduates annually  join 
the labor force, but w ith  far less chance of finding a 
place in the economic life of their respective com
m unities. Population experts say that before long 
the 2 0 -years-o lds w ill be the nation ’s fastest g row 
ing  age group, and competition for advancem ent w ill 
certa in ly  be keen.

BUSINESS CLIMATE FAVORABLE Job  prospects de
pend p rim arily  on local labor m arket conditions and 
the capab ilities of indiv idual applicants. B ut gen
era l economic activ ity  has an im portant bearing  on 
the speed at which newT w orkers are absorbed. T h is 
graduation  month finds F ifth  D istrict business oper
a tin g  at, or near, record levels according to v irtu a lly  
a ll p rincipal indicators. Bank debits, seasonally ad 
justed , reached a new high in A pril as did nonfarm 
em ployment and m anufacturing m an-hours. The 
D istrict labor force (fo r which seasonal ad justm ent 
is not yet av a ilab le ) has increased each month since 
the first of the year, but employment has grown 
faster so that unem ploym ent has stead ily  declined.

Em ploym ent increases w ere w idespread in A p ril 
w ith the most str ik in g  rises occurring in contract 
construction and trade. Gains w ere also prevalent 
in m anufacturing industries. The rise in seasonally 
ad ju sted  factory m an-hours w as led by furn iture , up 
more than 8 % between M arch and A p ril, and ap 
parel, which advanced n early  6 % . Gains of around 
4%  occurred in fabricated m e ta ls ; transportation 
equ ipm ent; lum ber and wood p ro d ucts ; stone, c lay , 
and g la s s ; and tobacco. Chem ical and tex tile  man- 
hours rose about 3% .

WITH SOME QUALIFICATIONS These advances 
added to sm aller ones that occurred ea r lie r  appear 
to proclaim  a b reak ing aw ay  from a p lateau-like s itu 
ation that gripped the F ifth  D istrict after the m iddle 
of last year. T hey represent to some extent gains 
wrhich m any analysts  had expected to be realized 
several months earlier. A lthough personal income 
is estim ated to have been at record levels during  
the ea r ly  months of the yea r and reta il trade has 
been good, consum ers genera lly  seemed to lack the 
exuberance expected in a sp ring  upturn during  a 
period of re lative prosperity . Then too, a fewT rather 
w eak areas have persisted . In m anufacturing, the 
im portant tex tile  and lum ber m arkets have been 
ham pered by w avering  demand. T extile  prices have 
rem ained v ir tu a lly  unchanged w hile costs have 
tended to rise. The fact that most countries ex 
porting tex tiles to the U nited States used up their 
quotas in the first half of the year m ay become a 
factor in a lte rin g  this situation during  the second s ix  
months. The coal business, according to recent re 
ports, has tended to decline again  after several 
months of g radua l im provement.

T he economy into which 1962 graduates are step
p ing is not hungry enough for m anpower to gobble 
them all up in one sw allow . Y oung men who have 
not yet fulfilled m ilita ry  tra in in g  obligations are find
ing some em ployers reluctant to hire them. B ut 
most firms, especially the la rge r ones, are tak in g  the 
best they can find despite uncertain ties. Those who 
are w ell qualified by genera l background and educa
tion can find p lenty of w ell-pay ing  opportunities from 
which to choose. The rest should find hunting con
ditions better than average as they seek to match 
their talents and in terests w ith the economic needs 
of society.
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THE FIFTH DISTRICT

General business ac tiv ity  in the F ifth  Federal R e
serve D istrict continued to advance at a  fa ir ly  healthy 
clip during  the late sp ring  and early  sum m er. There 
w ere exceptions as a lw ays. But for the most part 
the D istrict economy w as operating at good high 
levels go ing into the sum m er vacation season when 
sharp cutbacks in production are norm al and atten 
tion centers on consum er behavior for guidance in 
evaluating  the outlook for the fall.

The w idespread strength of D istrict business as it 
approached the sum m er slowdown w as reflected in 
a ll broad statistica l series. Seasonally  ad justed  bank 
debits, for exam ple, reached a new high in M ay for 
the second consecutive month, up 1% from A pril 
and 8 % above M ay 1961. T he series fluctuated e r
ra tica lly  w ithout m aking any net progress during  the 
last seven months of 1961, so that the present m argin  
over last y e a r ’s level is a ll a  resu lt of advances made 
this year. Except for a s ligh t setback in M arch, 
bank debits have increased stead ily and gained 1 0 % 
during  the first five months of this year.

EMPLOYMENT CONTINUES TO RISE Seasonally  ad 
ju sted  nonfarm  em ployment reveals a  substan tia lly  
s im ilar pattern . The D istrict count of nonagricu l
tu ra l w orkers rose again  in M ay , reaching a  new  high 
for the th ird  time this yea r and exceeding the figure 
for the previous M ay by 3% . A big increase oc
curred  in contract construction apparen tly  in re
sponse to contract aw ards, which have m aintained 
good average levels for m any months. Seasonally  
ad ju sted  em ployment advanced m oderately during  
M ay in nondurable goods m anufactu ring ; transpor
tation, communications and public u t il it ie s ; t r a d e ; 
finance, insurance, and rea l e s ta te ; and government. 
Serv ice enterprises and durable goods m anufacturing 
rem ained at a  v irtu a l standstill, and m ining declined.

MAN-HOURS MIXED BUT SLIGHTLY UP Like bank 
debits and em ployment, seasonally ad ju sted  factory 
m an-hours increased substan tia lly  from Ja n u a ry  to 
a  new high in A pril. U n like the others, however, 
total m an-hours bare ly  m anaged a further advance 
in M ay  as durables declined w hile nondurables 
gained. A lthough the over-a ll change could h ard ly  
be considered significant, the underly ing  develop
m ents w ere.

Reduced production schedules in p rim ary  m etals 
(p rinc ipa lly  s te e l) , fabricated m etals, transportation 
equipm ent, and stone, c lay , and g lass accounted for 
most of the m an-hour decline in durables. M ay ’s 
seasonal drop in furn iture m an-hours w as a  bit 
sharper than usual but not sharp  enough to a lter 
sign ifican tly th is y e a r ’s ve ry  favorable record or to 
a lte r the genera l appraisa l of durable goods as a 
group. A s a  p artia l offset to these declines, more 
than the usual seasonal strength developed in m a
ch inery and lum ber. M ach inery moved up sharp ly  
to a  new high from an a lread y  advanced level, and 
lum ber continued its recent pattern  of g radua l prog
ress at m oderately good levels.

NONDURABLES SHIFT The sm all net gain  achieved 
in M ay in nondurable goods m an-hours concealed 
some sign ificant shifts in the re lative fortunes of the 
component industries. F or instance, the sharpest 
declines occurred in two that are  typ ica lly  am ong the 
most stable in the D istrict. In food processing, the 
D istrict’s b iggest em ployer after tex tiles, seasonally 
ad ju sted  m an-hours dropped 3%  in M ay. Tobacco 
industry  m an-hours, seasonally ad ju sted , dropped 
5% to their lowest level since Jan u a ry . The M ay 
decline in c igarette  m an-hours w as only 1 % , but four 
months of production data and five of m an-hours in 
d icate that D istrict c igarette  production so far th is 
yea r has fallen considerab ly short of the 4%  average 
annual gain s typ ica l of recent years.

The tex tile  industry , which regu la r ly  accounts for 
more than 40%  of nondurable goods m an-hours, w as 
a  m ild source of strength  in M ay. A n increase in 
activ ity  at yarn  and thread  m ills more than offset 
a s ligh tly  slow er pace at kn itting  plants w hile w eav
ing schedules rem ained v ir tu a lly  unchanged. A p
parel and chem icals (w h ich  contribute about equally 
to m an-hours and together account for 24%  of the 
nondurables to ta l) m ade the best progress in M ay. 
A  2%  decline in paper m anufacturing w as only p artly  
countered by a  sm all ga in  in p rin ting  and publish ing.

RETAIL BUSINESS GOOD T rade statistics are not 
as com prehensive and so do not provide as c lear a 
p icture of recent trends. T hey do, howrever, appear 
genera lly  favorable despite some inconsistencies. 
D uring the first half of 1962 seasonally ad ju sted  de
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partm ent store sales hit a  new half-year high, ju s t a 
shade better than the average m onthly level of the 
1961 second half. But, where 1961 closed on a r is 
ing trend, 1962 volume has fallen since M arch.

A  special census compilation of sales by reta il 
firms w ith less than ten establishm ents is the D is
tr ic t’s most com prehensive m easure of trade, but the 
lag  in av a ilab ility  is seldom less than two months. 
From  November to A pril (the latest figure ava ilab le) 
each month rang  up record sales as compared w ith 
the same month in prior years . P ast variations from 
month to month, however, have been so e rratic  that 
they provide an ex trem ely vague standard for eval
uating  this y e a r ’s perform ance. The over-a ll im 
pression, however, is one of sales at record volume 
w ith short-run  variations about in line w ith  usual 
seasonal patterns.

TRADE REPORTS VARY Informed com m entaries on 
recent consum er buying reveal m arked variations in 
v irtu a lly  every dim ension of the business. V ariations 
in perform ance are reported between different lines 
of m erchandise, am ong various items in the same 
line, between m ain stores and branches, am ong ap
paren tly  s im ilar business days a t the same store, and, 
of course, am ong various cities and geographical 
regions. G enerally, seasonal items such as sum mer 
apparel, sports equipm ent, and recreational items 
have moved well. Sum m er appliances such as fans 
and a ir  conditioners seem to have fallen somewhat 
short of expected volume, possibly because of cool 
w eather in M ay  and June . Some m erchants report

a  recent tendency on the part of potential custom ers 
to postpone large  purchases, especially  home furn ish 
ings and appliances. O thers, p articu la r ly  outlets for 
automotive and recreational equipm ent, find custom 
ers quite w illin g  to buy the so-called “b ig  ticket” 
items. Boat and boating equipm ent dealers, for 
instance, report a  strong beginn ing and h igh  hopes 
for the rest of the season. O wners are  reportedly 
“trad ing  up ,” buying b igger and better boats, and 
the demand for used equipm ent has been strong. 
One observer likens today’s boat business to autos 
in the 1920’s— m any new m akes seeking buyer ac
ceptance w ith competition ris in g  in proportion.

ACCENT ON SERVICES Sum m ertim e travel and rec
reation involve services as w ell as equipm ent. The 
first chart on the next page indicates that most of the 
grow th in D istrict em ployment over the last decade 
has occurred in nonm anufacturing enterprises. The 
second chart shows the re lative contribution made by 
service enterprises. In the F ifth  D istrict only gov
ernm ent and trade have provided more jobs. B e
tween 1959 and 1962 service establishm ents increased 
em ployment more than 8 % , a  rate  of grow th that 
governm ent alone surpassed.

A ccording to the em ployment survey conducted 
as part of the decennial Census of Population, serv 
ices constitute by far the fastest grow ing  of the larger 
em ployment categories. Serv ice w orkers increased 
32%  between 1950 and 1960 compared to 21%  in 
m anufacturing, 20%  in governm ent, and 15% in re 
ta il trade. A m ong all m ajo r industry  groups, only
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finance, insurance, and real estate, which gained 
n early  50% over the decade, grew  more rap id ly  than 
services. A t the time of the last Census of Business 
in 1958, D istrict service establishm ents exceeded
68,000 and paid out $590 m illion in payro lls. P e r
sonal services accounted for nearly  two-fifths of total 
payro lls, business services for more than one-fifth. 
The rem ain ing service payro lls were divided in de
scending order of im portance among hotels and 
m otels, am usem ents, automobile service and repair, 
and m iscellaneous repair services.

BANKING IN THE FIRST HALF Perhaps the most in 
teresting  banking development so far th is year has 
been the continued grow th of time and savings de
posits. N orm ally such deposits grow  slow ly or even 
decline as economic expansion im proves m arket in
terest rates and draw s funds from tim e deposits to 
provide la rger w orking balances. T h is year , how
ever, in terest-bearing  deposits have continued to rise 
at a  rap id clip, increasing  alm ost 9%  since the first 
of the year at D istrict w eek ly reporting member 
banks and about 13% at w eekly reporters in the 
nation at large . The increase can be explained in 
part by the m ild nature of the present expansion and 
the stab ility  of m arket in terest rates. M ore im por
tant, however, has been the change in R egu lation  Q 
which perm itted banks to pay h igher rates on time 
and savings deposits beginn ing Jan u a ry  1.

Not only has the change in R egulation  Q contri
buted substan tia lly  to the growth of time deposits, 
it has also had an im portant effect on the composition

of bank portfolios. In order to pay h igher rates of 
interest, banks have had to ad ju st the ir assets in 
order to increase earn ings. In the F ifth  D istrict, in 
the absence of much dem and for com m ercial and in 
dustria l loans, banks have gone heav ily  into consum er 
loans, up alm ost 7%  since the first of the year , and 
real estate loans, up 4%  in the last s ix  months. 
B anks in the rest of the nation have also directed 
loan funds into these two areas but w ith  reversed 
em phasis. N ationally , consum er loans have increased 
only 5% but rea l estate loans have risen  n early  6 % . 
In the investm ent field both U nited  S tates and D is
tr ict banks have lengthened their positions in Gov
ernm ents. T heir holdings of securities m atu ring  in 
over five years have increased despite declines in 
the ir over-a ll holdings of Governments. Banks 
throughout the nation have also sharp ly  increased 
purchases of tax-exem pt S tate  and local governm ent 
issues in their efforts to increase earn ings. T his 
trend, however, has not taken root in the F ifth  D is
tr ict and holdings of tax-exem pts by w eek ly report
ing banks here have ac tua lly  declined.
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THE FIFTH DISTRICT

For m any months the construction business has 
been a  source of strength  in the F ifth  D istrict. In 
fact, since F eb ru ary  of last y ea r when the 1960-61 
recession ended, seasonally ad ju sted  contract con
struction em ployment in the D istrict rose 15% 
compared to a  4 % increase in all nonm anufacturing 
jobs and a 5%  gain  in factory employment. In the 
nation as a  whole seasonally ad justed  contract con
struction em ployment declined by 2% , w hile non
m anufacturing and factory em ployment rose by 3%  
and 6% , respectively. D istrict construction em ploy
ment seasonally ad ju sted  reached a  new high in M ay, 
m ark ing  a  full y ea r of record or near-record levels. 
Contract aw ards during  this period fluctuated sharp
ly , as usual, but at levels that w ere, w ith  fewr excep
tions, new highs for the months in question.

RESIDENTIAL SECTOR STRONG R esidentia l aw ard  
values in the D istrict have m aintained a  run of 
m onthly highs that began a yea r ago. In so doing 
the series achieved in A ugust, October, November, 
December, F eb ruary , M arch , and M ay the highest 
figures ever reached for those months. For each of 
the other months during  this period the value of re s i
dential contract aw ards w as the second highest ever 
recorded for those months. The strong wave of 
new  contracts that developed in the second half made
1961 the D istric t’s record yea r for residentia l aw ards. 
T h is y e a r ’s figures have been runn ing well ahead of 
last y e a r ’s. The cum ulative value of residentia l 
aw ards from Jan u a ry  through M ay was 42%  greater 
in 1962 than in 1961. T he national gain  s im ilarly  
computed w as only 21% .

S tatistics  reported by the U . S . D epartm ent of 
Commerce on the num ber of residentia l housing per
m its reflect sim ilar increases for this y ea r compared 
w ith  last. The D istrict percentage gain  w as nearly  
tw ice as g rea t as the national rise. M arch , how
ever, is the latest month for which figures are 
availab le . N ew housing units authorized by D istrict 
localities during  the first quarter of 1962 exceeded 
those a year earlie r by 29%  w hile new authorizations 
n ationally  increased only 15% . M aryland  contributed 
a 61%  rise in perm its between the 1961 and 1962 
first quarters. Gains w ere also  reported for V ir 
g in ia  (2 8 % ) , South C aro lina (1 3 % ) , and the D is

trict of Colum bia (1 3 % ) . B y the same com parison, 
however, authorizations decreased 10% in North 
C arolina and 7%  in W est V irg in ia .

1960 CENSUS OF HOUSING The rap id grow th of 
new housing facilities probably m eans that qualitative 
characteristics of D istrict residentia l property are im 
proving also. The most recent and most extensive 
source of such inform ation is the 1960 Census of 
H ousing, which provides a  detailed p icture of D is
tr ic t liv in g  conditions as they w ere in 1960. A  com
parative evaluation of regional conditions m ust aw ait 
publication of the national sum m ary, but regional 
trends can be studied by com paring 1960 data w ith 
the 1950 Census of H ousing.

DISTRICT HOUSING IN 1960 The typ ical F ifth  D is
tr ict residence in 1960 consisted of five rooms, but 
one-sixth  of the total had few er than four and another 
six th  had seven or more. Owmers occupied 60%  of 
D istrict housing units ; renters occupied 40% . O wner- 
occupied properties tended to be more spacious, units 
occupied by renters contain ing on average only four 
rooms. About 55%  of D istrict dw ellings housed 
few er than four persons and only 8%  sheltered more 
than six . T h ree-quarters of a ll dw ellings units w ere 
considered in sound condition, one-sixth  in need of 
repairs, and the rem ain ing homes d ilapidated . M ore 
than three-fourths wrere equipped w ith both hot and 
cold runn ing w ater, but more than an eighth had no 
piped w ater whatever, and n early  a  fourth lacked 
bath facilities. Central heating  w as present in 42%  
of all D istrict homes, and another 10% contained 
floor or w all furnaces. Stoves or fireplaces heated 
47% , and only 1% lacked heating facilities of any 
kind. The heating  fuel w as oil in nearly  half the 
residences counted, gas in alm ost a quarter, and coal 
or wood in most of the others. S ix -ten th s of 1% 
— a sm all fraction but nevertheless over 28,000 homes 
— w ere heated by electric ity.

B y 1960, at least tw o-th irds of F ifth  D istrict 
households had m ost of the other common types of 
equipm ent. Thus, 72% had w ash ing m achines, 83%  
had television sets, 87%  had radios, 75%  possessed 
automobiles, and 67%  had telephones. On the other 
hand, only 18% had food freezers, 12% a ir  con-
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H alf of the Fifth D istrict's ow ner-o ccup ied  hom es w ere  va lu ed  

at over $10 ,000  in 1960, an  in crease  from one-fourth in 1950.

units have been authorized. M oreover, m any houses 
have been bu ilt in  areas where bu ild ing perm its have 
not been required . Therefore, additions since 1960 
have am ounted to more than 3%  of the 1960 total, 
enough to reduce s ligh tly  the average age of typ ica l 
F ifth  D istrict dw ellings.

According to estim ates m ade by their ow ners in
1960, owner-occupied dw ellings valued  at $5,000 or 
less accounted for 20%  of the total, those in the 
$5,000 to $10,000 range for 30% , those worth 
$10,000 to $15,000 for about 25% , and those above 
$15,000 for the rem ain ing fourth. N early  tw o-th irds 
of the vacant properties availab le for sale at the tim e 
of the 1960 Census w ere priced above $10,000. 
M onthly rentals on leased residentia l property av er
aged about $70. O nly a  tenth of these ren tals w ere 
less than $30 per m onth ; an eighth exceeded $100.

ditioners, and 9%  clothes d ryers. Gas and electric ity , 
“ runn ing neck-and-neck,” fueled 85%  of the D is
tr ic t’s cooking facilities, w hile wood, coal, and kero
sene accounted for the rem ain ing 15% .

A t the time of the 1960 Census, 15% of a ll D is
tr ict housing w as under s ix  years old, 14% w as from 
s ix  to ten years  of age, and 19% had been in ex is t
ence more than ten but no more than 20 years . T hus, 
at the 1960 checkpoint, 52% of all residentia l prop
erty  dated back more than 20 years . The 1960 
Census counted a total of 4 .9  m illion housing un its 
in the D istrict. S ince then about 147,000 additional

DIFFERENCES OVER THE DECADE D uring the dec
ade of the 1950’s a sm all but sign ificant change oc
curred  in the occupancy characteristics of D istrict 
dw ellings. Homes sheltering  seven or more persons 
declined from 10% of the total to 8% , w hile those 
occupied by few er than four increased from 54%  to 
56% . The portion of units housing four to s ix  p er
sons decreased sligh tly .

F ac ilities, however, showed m arked improvement. 
A  decade ago more than one-fourth w ere still w ith 
out piped w ater. L ittle  more than half had both hot 
and cold w ater, a  fraction that g rew  to 76%  by 1960. 
Residences w ith  neither bathtub nor shower ac
counted for more than two-fifths of the 1950 total. 
A t that time central heating w as present in only one- 
th ird  of the homes, and wood w as still the principal 
heating fuel in rather extensive areas of the D istrict.

P rice differences m ust be taken into account, but 
values have changed notably nevertheless. In 1950 
nearly  three-fourths of owner-occupied dw ellings 
were valued below $10,000, and the typ ica l m onthly 
rental on leased property w as around $40 per month. 
The changes that have been brought about over the 
past decade m easure progress in understandable 
term s. If social and economic trends d isp lay as much 
momentum in the future as they have in the recent 
past, the present decade w ill see even more dram atic 
changes in D istrict housing.
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for norm al seasonal variations. In Jun e  (the latest 
month charted ) m an-hours actually  rose 0 .9% , but 
this rise cannot be considered favorable because man- 
hours u sua lly  rise  about 1.2% in June due to sea
sonal factors alone. Therefore, the Ju n e  change 
shows up in the seasonally ad justed  figures as a de
crease of 0 .3% , too sm all to have analytica l sign ifi
cance or to bend v isib ly  the line on the chart. M ay 
and Ju ly  also  posted m inute gains. Thus, in the latest 
three months for which data are availab le D istrict 
m anufacturing  has continued to lag  along close to the 
level attained in A pril.

The charts show th is period of expansion preceded 
by the 1958-1960 business cycle. In the latest up
sw ing a tw o-stage advance is c learly  apparent. From  
December 1960 to Ju ly  1961, a  time of y ea r  when 
seasonal factors u sua lly  cause a decline of about 4% , 
m an-hours ac tua lly  advanced by this amount. The 
seasonally ad ju sted  gain  reflecting a combination of 
grow th and cyclical im provem ent was therefore 8% . 
Ju ly  1961 m arked the end of the first “ leap” and the 
beginning of the first “ la g .” B y Jan u a ry  1962, after 
a  series of m inor ups and downs, seasonally ad justed  
m an-hours had experienced a net decline of 0 .7% . 
The second leap began in F eb ruary  and ended in 
A pril after com pleting a  seasonally ad ju sted  advance 
of n early  5% .

N ondurable goods m an-hours, follow ing about the 
same pattern , advanced stead ily  during the first half 
of 1961, trended s ligh tly  downward in the second 
half, resum ed the advance in F eb ruary  1962, and 
leveled out again  in A pril about 12% above the

trough. W ith  somewhat different tim ing, durables 
rose in 1961 from F eb ruary  through October, de
clined from November through Jan u a ry , rose again  
from F eb ruary  through A pril and leveled out again  
in M ay w ith a  total ga in  of 13% from the trough.

A s reflected in m an-hour statistics, D istrict m anu
facturing  is approaching the fall on a high p lateau 
w ith as yet no evidence to show when or how it w ill 
break out of its static condition— whether another 
forw ard leap is in store, or a  decline sharper than 
any that has recently  occurred. It is pertinent to 
note that in the past four years  aggregate  m an-hours 
have seldom reversed direction to any sign ificant ex 
tent in two consecutive months.

GAINS OFFSET DECLINES B y a very  sm all m argin , 
seasonally ad ju sted  m an-hours in durable goods in 
dustries rose to a new high in Ju ly . Gains of 4%  
reversed both the precipitous drop in p rim ary  m etals 
and the gradual decline in fabricated m etals. On 
the other hand, m ach inery and transportation  equip
ment, in a  strong upsw ing during  the first half, fell 
2%  and 1% , respectively, in the first month of the 
second half-year. Lum ber and wood products more 
than made up the Ju n e  decline, continuing the ir 
regu lar advance that began in Jan u a ry . F u rn itu re  
industry m an-hours declined in J u ly  for the th ird 
consecutive month but w ere still h igher than at any 
tim e prior to this year. Stone, c lay , and g lass in 
dustries made the b iggest gain  of all. A  rise of 7%  
more than offset M ay and Ju n e  decreases and estab
lished for these industries the highest figure in two 
years.

11Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1962



■NUFACTURING M A N -
FIFTH DISTRICT 

Seasonally Adjusted

HOURS

Paper and Printing

Tobacco

* ^  * \f ^ |£  * 
M A N U F A C T U R IN G  M A N -H O U R S

FIFTH DISTRICT 
Seasonally Adjusted

Textili

GROWTH SLOW IN SOME NONDURABLES A s the
first chart shows, nondurable goods industries ac
count for about tw o-th irds of total factory m an-hours. 
A lthough the grow th and cyclical characteristics of 
durables and nondurables appear quite sim ilar on the 
chart, re lative changes based on the greater volume of 
nondurables are, as would be expected, decidedly 
sm aller. The first graph on this page shows three 
components of the nondurables group which have 
made re la tive ly  little  progress in the current expan 
sion period. D uring the four and a half years 
charted, the food and tobacco industries experienced 
e rra tic  short-term  fluctuations which hard ly  reflect 
the general business cycle pattern at a ll and show 
v ir tu a lly  no grow th. Paper and prin ting  industries 
have been more stable and the element of grow th is 
c learly  visib le. D uring the recent expansion man- 
hours have risen more slow ly in these industries than 
in the nondurables group genera lly . But it should 
be recalled that the decline during the last recession 
wras also considerably sm aller here than elsewhere. 
A ccording to the latest figures, a ll three of these 
series advanced in Ju ly . Gains of more than 1% in 
tobacco m anufacturing and 2%  in  food processing 
reversed  recent declines.

TEXTILES DOWN IN JULY T extiles , apparel, and re 
lated products, which cu rren tly  account for 54%  of 
all D istrict nondurable goods m an-hours, have pro
vided much of the momentum behind the recent up
sw ing. Gains in these industries since ear ly  in 1961 
average 16% , an im pressive figure for so large  an 
operation. Ind iv idual m an-hour increases w ere 24%

in kn itting  m ills, 22% in yarn  and thread m ills, 17% 
in apparel factories, and 11% in broad woven fabric 
p lants. A ll except apparel turned down sligh tly  in 
June. A ll declined defin itely in Ju ly — 1% in w eav
ing and 2%  in sp inning, kn itting , and the m anufac
ture of garm ents and other finished products.

Chem ical m anufacturing, the other D istrict indus
try  which has contributed strongly to the general 
rise in nondurables, gained 13% between December 
and June. A slight decline in June was followed by 
a 3% advance in Ju ly .

The behavior of F ifth  D istrict m an-hours in Ju ly  
reinforced the general feeling of uncerta in ty. M any 
industries that had been advancing declined. O thers 
that had been trend ing downward advanced, some by 
im pressive amounts. A s fragm ents of evidence ap
pear during  the fall they should be interpreted , as 
w as observed earlie r , in the ligh t of the 2%  to 10% 
seasonal increases that are norm al for most D istrict 
industries. Not until the seasonally ad ju sted  sta
tistics ac tua lly  become availab le, however, w ill the 
facts be known about D istrict in d u stry ’s fall fortunes.
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THE FIFTH DISTRICT

The m ix ture of favorable, unfavorable, and neutral 
factors stirred  up by Fifth D istrict economic develop
m ents in the late sum m er and early  fall seems more 
com plex than usual. B usiness is genera lly  con
ceded to be operating at or near an all-tim e high. 
B ank debits and nonfarm employment confirm this. 
B ut since ea r ly  th is y ea r bank debits have been quite 
unstable in spite of good grow th, and em ployment 
has risen  at an unusually  slow pace com pared to 
other periods of business expansion. M anufactur
ing em ployment and m an-hours declined in A ugust, 
and the downtrend in m ining employment, which be
gan again  in A pril after a  few months respite, was 
still in progress. On the other hand, nonm anufac
tu rin g  em ployment extended its series of consecutive 
m onthly gain s to five, and retail sales apparently  rose 
more than seasonally during  A ugust and the first 
half of Septem ber.

TEXTILES DECLINE A ll nondurable goods industries 
except food processing experienced a slacken ing of 
ac tiv ity  in A ugust. The declines in m an-hours were 
genera lly  less than 1% , but sligh tly  exceeded that 
figure in sp inning and w eaving, and reached 2%  in 
kn itting  and tobacco processing. The im portance of 
tex tiles  becomes clear when actual figures are ex 
am ined. M ay w as the F ifth  D istrict’s peak m anu
facturing  month so far this year, and total factory 
m an-hours, seasonally ad justed , exceeded 60.5 m il
lion. W hen  m an-hours fell below the 60-m illion 
m ark in A ugust, tex tiles had accounted for 79°/o of 
the drop since M ay. D urables contributed only 1 % 
of the total decline. The rem ain ing 20%  w as a  re 
sult of m an-hour reductions in apparel and tobacco 
p artly  offset by sm all gains in food, paper, prin ting, 
and chem icals.

PUBLIC EMPLOYMENT RISES Jobs have increased 
more consistently in governm ent than in any other 
sector of D istrict em ployment. The rise  between 
Ju ly  and A ugust w as 1% , b ring ing the total increase 
so far th is year to 3% , and the gain  since December 
1960 to 7% . O ver the last decade government jobs 
in the D istrict have increased nearly  tw ice as fast as 
total em ploym ent: 27%  compared to 14% . D istrict 
data separating  S tate  and local employment for com
parison w ith  F edera l over the past ten years are not

availab le. In the country as a  w’hole, however, F ed 
era l em ployment ac tua lly  declined 1% during that 
time w hile S tate  and local jobs rose 60% . The na
tional rise  in a ll governm ent jobs combined w as 38% . 
Growth in em ployment and an equally  significant 
rise in S tate  expenditures for other purposes have 
been accompanied by m arked increases in S tate  ta x  
collections.

STATE TAX PATTERNS S ta te  tax  collections both in 
the D istrict and in the nation as a  whole more than 
doubled in the ten years  between fiscal 1952 and 
fiscal 1962. Increases am ong F ifth  D istrict states 
varied  considerably. M ary lan d ’s tax  collections rose 
16 6% ; V irg in ia ’s, 11 5% ; North C aro lina ’s, 9 4 % ; 
W est V irg in ia ’s, 73%  ; and South C aro lina ’s, 66% . 
Increases of one-tenth or more in a  single yea r oc
curred  in several recent in s tan ces : in M ary land , W est 
V irg in ia , and N orth C aro lina in 1962; in  V irg in ia  
in 1961; in M ary land , W est V irg in ia , North C aro
lina, and South C aro lina in 1960; and in M aryland  
in 1959.

The chart at the foot of th is page presents a com
parison between 1952 and 1962 per cap ita S tate  taxes 
for the U nited  States, the F ifth  D istrict, and ind i
vidual D istrict states. D istrict S tate  taxes per capita
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SOURCES OF STATE TAX REVENUE
FISCAL 1962
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in fiscal 1962 am ounted to $109, s ligh tly  less than 
the $113 national figure. P er cap ita D istrict ta x  col
lections w ere not lower than elsewhere, however, 
when related to levels of personal income. T hus, 
1962 S tate  taxes in the F ifth  D istrict amounted to 
5.9%  of personal income compared to 5% for the 
nation as a  whole. V ariations in the ratio  of State 
taxes to personal income w ithin the F ifth  D istrict 
w ere as fo llow s: 5.1%  in M aryland , 4 .6%  in V ir 
g in ia , 6.8%  in W est V irg in ia , and 7.1%  in both 
North C arolina and South Carolina.

REVENUE SOURCES DIFFER A s the above chart 
shows, sources of S tate  tax  revenues differed some
w hat between the F ifth  D istrict and the nation, and 
considerably am ong D istrict states. Sa les and gross 
receipts taxes accounted for 59% in both the D istrict 
and the nation. Ind iv idual income taxes and cor
porate income taxes w ere sligh tly  more im portant 
in the D istrict than in the nation, whereas license 
taxes w ere somewhat more significant nationally than 
they w ere in the D istrict. Am ong the m inor sources 
of revenue, death and g ift taxes, severence taxes, and 
others w ere more w idely  used outside than inside 
the D istrict.

W est V irg in ia  acquired nearly  four-fifths of its 
1962 tax  revenues through levies on sales and gross 
receipts. Such  taxes accounted for less than half of 
tax  collections in V irg in ia  but for alm ost three-fifths 
in N orth C aro lina and M ary land  and three-fourths in 
South C arolina. L icense taxes, averag ing  10% of 
D istrict revenues, were utilized more in tensively in 
V irg in ia  and North C arolina, less in M ary land  and

W est V irg in ia , and least in South Carolina. The 
ind iv idual income tax  accounted for about one-fourth 
of tax  revenues in V irg in ia  and M ary land , one-sixth 
in N orth C arolina, and around one-tenth in South 
C arolina and W est V irg in ia . The corporate income 
tax , which accounted for 7%  of D istrict S tate  tax  
collections, w as more im portant in North C arolina 
than elsew here. W est V irg in ia  did not tax  corporate 
profits. P roperty taxes made up a re la tive ly  sm all 
portion of S tate  revenues— 2.6%  in the D istrict and 
3%  in the nation as a  whole.

GENERAL SALES TAX DOMINANT Sales and gross 
receipts taxes are either “genera l,” app ly ing  a  given 
rate to all sales exclud ing perhaps certa in  essentials 
such as foods and d ru g s ; or “ specific,” fix ing  p ar
ticu lar rates on sales of specified items such as gaso
line, alcoholic beverages, or tobacco. G eneral sales 
and gross receipts taxes w ere used by a ll D istrict 
states except V irg in ia  and typ ica lly  accounted for the 
la rgest fraction of sales tax  collections. Specific 
taxes on motor fuels and alcoholic beverages w ere in 
effect in all D istrict states. In V irg in ia  the motor 
fuel tax  yielded  the largest portion of sales ta x  rev
enues. Tobacco products w ere taxed  by all D istrict 
states except N orth C arolina.
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THE FIFTH DISTRICT

Developments reported during  the past month seem 
to indicate some slacken ing in the pace of F ifth  D is
tr ic t business. In Septem ber seasonally ad ju sted  
bank debits dropped 9%  from A u gu st’s all-tim e high 
to the y e a r ’s lowest level to date. Before the Sep 
tem ber decline bank debits had risen 19% since the 
s ta rt of the curren t upsw ing in early  1961. In sea
sonally ad ju sted  nonfarm em ployment an alm ost im 
perceptib le A ugust decrease w as followed by a  sm all 
ga in  in Septem ber. So far this year the num ber of 
jobs in the F ifth  D istrict has advanced in every 
month but M arch and A ugust. Em ploym ent gains 
have been so gradual, however, that the increase d u r
ing the first nine months of 1962 was only 2% , and 
the total rise since e a r ly  1961 only 5% .

FACTORY JOBS REACHED A PEAK IN JULY Non
m anufacturing  jobs continued to increase s ligh tly  in 
A ugust and Septem ber. B ut m anufacturing em ploy
m ent receded s ligh tly  in both of these months after 
r is in g  stead ily  since last November. The gain  since 
F eb ru ary  1961, which am ounted to 6%  in Ju ly , was 
cut to 5% by the A ugust and Septem ber declines. 
A fter Ju ly  durable goods, which had gained 9%  d u r
ing  the upsw ing, dropped more sharp ly than non
durables, which had gained only 5% .

CONSTRUCTION, GOVERNMENT LEAD T here w ere, 
in term s of seasonally ad ju sted  figures, 244,500 more 
nonfarm  jobs in the F ifth  D istrict in Septem ber than 
in F eb ru ary  1961, when recovery began. About one- 
th ird  of the increase w as contributed by m anufactur
ing— some 42,000 in durables and 33,000 in non
durables. Contract construction posted the largest 
re lative gain  w ith a  rise of 40,000 or 16% . Except 
for m anufacturing, the b iggest absolute gain  over the 
19-month period w as the addition of 70,000 w orkers 
to F ederal, S tate , and local government payro lls— 
an increase of n early  8% . The rem ain ing grow th in 
em ployment w as contributed by trade, up 25,000 or 
2%  ; services, up 23,000 or 4%  ; finance, insurance, 
and real estate, up 10,000 or 5% ; and transporta
tion, com munication, and public u tilities w here 3,000 
w orkers w ere added for a gain  of 1% .

MAN-HOURS IN DECLINE SINCE MAY Seasonally 
ad ju sted  factory m an-hours in Septem ber w ere 2%

below their all-tim e high reached in M ay. Thus, 
the sum m er, which began w ith  m an-hours 11% above 
the F eb ruary  1961 cyclical low, ended w ith  the 
cum ulative ga in  reduced to 9% . D urable goods 
m an-hours reached an all-tim e h igh  in J u ly  but 
dropped back in A u gu st and Septem ber to app rox i
m ately the M ay  level, 13% above the F eb ruary  1961 
low. N ondurable goods m an-hours, com prising about 
tw o-th irds of the total, reached an a ll-tim e h igh in 
May-—10% above the trough of ea r ly  1961. Subse
quent declines through Septem ber am ounted to near
ly  3% . M an-hours in food industries, paper and 
p rin ting, and chem icals ac tua lly  continued to rise 
during  the sum m er but turned down in Septem ber. 
T ex tile  and apparel industry  m an-hours dropped 
stead ily  after M ay. M an-hours in tobacco m anu
facturing  also declined during  most of the sum m er 
but turned up sharp ly  in Septem ber.

DOWNTURN BROADENS IN TEXTILES D eclin ing ac
tiv ity  has been apparent since M ay in the D istrict’s 
extensive tex tile  com plex. A  3%  decline between 
M ay and A ugust in seasonally ad ju sted  tex tile  m ill 
m an-hours substan tia lly  reduced the in d ustry ’s 15% 
advance from the cyclical low of early  1961. N ation
a l data show a w eaken ing since ea r ly  sum m er in most 
phases of the in d u stry ’s operations.

D uring the sum m er the cotton processing segm ent 
of the national industry took a distinct turn  for the

W ebb ing  and bond ing  m achines to m ake fab ric  d irectly  from  

fib e r are  rad ica lly  d iffe ren t from  trad it io n a l tex tile  equipm ent.
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worse. The index of d a ily  average cotton consum p
tion, after reach ing its h ighest level since 1959, 
dropped 5% in Ju ly  and 3%  in A ugust. Production 
of cotton g rey  goods m aintained a high and fa ir ly  
stable level during  the first s ix  months, then de
clined alm ost one-fourth between Ju n e  and Ju ly . 
"O fftake” of cotton g rey  goods (production ad justed  
for the change in inventories) actua lly  reached this 
y e a r ’s peak in M arch , then declined a few percentage 
points each month until Ju ly , when a sudden drop of 
19% occurred. Inventories of cotton broad woven 
goods in A pril w ere a t their lowest levels since 1960, 
but the rise  that followed lifted inventories 11% by 
A ugust. Changes in production and “offtake” of 
synthetic g rey  goods so far th is year substan tia lly  
paralle led  those of cotton, although the volume of 
synthetics is only one-fourth as great.

PRICES FIRM, PROFITS UP Despite am ple evidence 
of declin ing activ ity  after the m iddle of the year, 
some aspects of the current tex tile  situation are 
s ligh tly  encouraging. The in dustry ’s price structure 
has rem ained firm. The wholesale price index for 
tex tile  products (1 9 5 7 -5 9 = 10 0 ) climbed g rad u a lly  
from 98.5 in Jan u a ry  to 99.2 in M ay and rem ained 
at that level through June and Ju ly  before m oving 
down to 99.0 in A ugust. The principal declines oc
curred  in m an-m ade fiber woven and knitted goods 
and in cotton yarn s, w ith  cotton cloth prices easing 
only s ligh tly  and wroolens unchanged or stronger.

Income statem ents of tex tile  firms show 1962 shap
ing up as a more profitable year than 1961. F irst 
quarter profits after taxes amounted to 2.2%  of sales 
com pared w ith  1.2% in 1961. Second quarter profits 
w ere 2.5%  this year compared w ith 1.8% the year 
before. If profits in the th ird  and fourth quarters 
follow the usual seasonal rise, and th ird  quarter re 
ports released so far suggest that they w ill, second 
half earn ings m ay be high enough to m ake 1962 the 
in d u stry ’s best year in a  decade or more.

DEMAND SEEMS STRONGER M arket reports on tex 
tiles, cottons in p articu lar, have indicated a  nearly  
static situation for m any weeks. Converters, apparel 
m anufacturers, and other users of tex tile  products 
have been content to w ork their inventories down, 
buying additional goods only as needed and from any 
source offering the most favorable price. F orw ard  
buying has been view ed as more risky  than usual. 
The principal reason has been the expected e lim ina
tion of the S ^ -c e n t  price differential which has for 
years  given foreign users of A m erican  cotton an 
advantage over dom estic purchasers. T ex tile  leaders 
have been expecting this change and apparently  still 
feel that it could occur at v ir tu a lly  any moment. So

sharp a drop in the cost of th is most im portant fiber 
would entail sign ificant ad justm ents, su re ly  in prices 
and probably in production, throughout the tex tile  
industry.

N evertheless, a  few' flurries of forw ard buying 
have occurred and some tex tile  m arket observers be
lieve that a  move tow ard sign ificant volum e is cu r
ren tly  in the m aking. The sp ring  outlook for tex tile  
products is thought to be genera lly  favorable. On 
this basis there does seem to be some curren t 
strengthen ing in the demand for tex tiles, p a rticu la rly  
the h igher quality  lines.

LOOKING AHEAD In recent years  tex tile  firms 
have increased their spending for new  plant and 
equipm ent at a faster rate than most other indus
tr ies. Based on statistics for past years  and su r
veys of the present, tex tile  m ills raised  such expend i
tures an average of 23%  per year from 1959 through
1962 compared w ith 6%  for a ll nondurables and 7% 
for all m anufacturing. A ccording to the latest esti
m ates, 1962 expenditures w ill be 26% above 1961 
and 19% above 1960, p rev iously  the peak year.

Research  in new products, methods, and m a
chines is also p rogressing  at a  fast pace. The illu s
tration  accom panying this artic le  shows a new piece 
of equipm ent (rou gh ly  resem bling a paper-m aking 
m ach ine) which m akes a  tex tile  fabric d irectly  from 
fiber. The m achine em ploys a flow of a ir  to achieve 
a random but h igh ly  uniform  web of fiber which is 
chem ically bonded d irectly  into a fabric. Less than 
2%  of all tex tile  fiber consumed went into these non
woven fabrics in 1960. But the volume grow s and 
both versa tility  and the m eans of production improve 
each year.

National indexes of industrial production have re
cently been revised and published in the booklet, 
Industrial Production, 1957-59 Base. Copies may 
be obtained from the Division of Administrative 
Services, Board of Governors of the Federal Reserve 
System, Washington 25, D. C., for $1.00 per copy 
up to ten copies and 85 cents each for ten or more 
copies in a single shipment.
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THE FIFTH DISTRICT

L ike  the proverb ial young speaker w ith  fervor in 
excess of experience, business has recently created an 
im pression of “ rid ing  off in a ll d irections.” Gen
era l business sentim ent both nationally and w ith in  
the borders of the F ifth  D istrict c learly  seems more 
buoyant, more optim istic, than was the case ju s t a 
few weeks earlie r . Y et only lim ited evidence to sup
port a  more cheerful outlook can be gleaned from that 
old cold tu rkey , the statistica l record. S ince most 
statistics are several weeks late when published, it 
is a lw ays possible that curren t conditions rea lly  are 
better than the record of the recent past.

DISTRICT MAY BE LAGGING C ertain  broad ind i
cators of D istrict business have declined recently and 
compare less favorably w ith  national statistics. The 
D istrict’s seasonally ad justed  count of nonfarm jobs, 
a t an all-tim e h igh in Septem ber, dropped sligh tly  
in October. N ational em ployment, on the other hand, 
rose to a  new high surpassing  by a sm all m arg in  the 
previous peak recorded in Ju ly . D istrict seasonally 
ad ju sted  factory m an-hours also receded, but in c ir 
cum stances apparently  more serious than those a t
tending the drop in employment. The October re 
duction in m an-hours w as the th ird in a  row and 
am ounted to fu lly  1% . N ational m an-hours also 
declined in October, but the loss was sm aller and fol
lowed a Septem ber gain .

Seasonally  ad justed  reta il sales rose 2%  nation
a lly  in October, but a  com parable D istrict figure is 
not availab le . Sa les of departm ent stores in that 
month, however, fell short of usual seasonal strength  
in both the D istrict and the nation. Seasonally  ad 
ju sted  departm ent store sales in October dropped 9%  
in the D istrict and 6%  in the nation follow ing good 
gains in each month since Jun e . October trade em 
ploym ent reflected approxim ately seasonal strength 
in both D istrict and nation.

CONSTRUCTION PICTURE DIFFERENT On the basis 
of rather sketchy evidence, construction appears to 
be the only m ajo r a rea  that m ay curren tly  be stronger 
in the D istrict than in the nation as a  whole. Con
struction em ployment rose in the D istrict during  
October while declin ing nationally. Construction 
jobs in the D istrict, seasonally ad justed , reached a

peak for recent years  in A ugust and moved up close 
to the peak again  in October. F o r the nation the 
number of construction w orkers, seasonally ad justed , 
reached the curren t y e a r ’s h igh in J u ly  and has de
clined stead ily  since. Contract aw ards have been de
c lin ing  uneven ly in the nation since M arch  and in 
the D istrict since A pril.

SLOWER PACE IN TEXTILES, TOBACCO M ost areas 
of D istrict m anufacturing w ere affected by October 
reductions in m an-hours. The exceptions w ere tran s
portation equipm ent, lum ber, furn iture, food, and 
paper. Of particu lar significance are  the declines 
that have recently occurred in two classes of non
durables : the tex tile  and apparel group because of its 
size and com plexity, and tobacco m anufacturing be
cause of certa in  fundam ental changes that seem to 
be in the m aking.

T ex tile  and apparel factories accounted for 34%  
of a ll D istrict m an-hours in October and w ere respon
sible for 49%  of the total October decline. T extile  
m an-hours reached their 1962 h igh in M ay , apparel 
m an-hours in June . Both have declined stead ily  
since. M ild  strengthen ing of tex tile  demand earlier 
in the fall failed to develop into any sort of general 
recovery. P rices have w eakened s ligh tly  and profit 
expectations, quite rosy only a  few weeks ago when 
a  strong seasonal upsw ing seemed im m inent, have 
assum ed a  shroud of uncerta in ty again .

The explanation and probable duration of curren t 
c igarette  trends are also m atters of considerable un
certa in ty . C igarette  production has grow n quite 
stead ily  yea r by yea r  since 1954 when the effects of 
the o rig in al “cancer scare” apparently  wore off. But 
after annual increases of around 5% per yea r  in the 
late 1950’s, the grow th of D istrict c igarette  produc
tion slowed to 4%  in 1960 and 3%  in 1961. Output 
so far th is y ea r is runn ing only 2%  ahead of 1961. 
W ith  productivity ris ing , m an-hour gains w ere small 
in 1960 and 1961. M an-hours in c igarette  m anu
facturing  are ac tua lly  1% lower on a ten-month cu
m ulative basis than they w ere a year ago. C igarette 
factory m an-hours seasonally ad ju sted , after declin ing 
quite stead ily  from a peak in A pril, leaped to the 
y e a r ’s h igh in Septem ber and then dropped 11% in 
October to one of the lowest levels of recent years .
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1954 1956 1958 1960
Note: Data for 1961 and 1962 estimated by Federal Reserve Bank of 
Source: U. S. Department of Commerce.

1953 = 100

FURNITURE AND FIXTURES
FIFTH DISTRICT

Millions, Seasonally Adjusted

FURNITURE PROSPERITY CONTINUES The first fu r
n itu re chart a t the head of the page shows recent 
trends in annual m an-hours and value added. The 
second shows the pattern  of recovery in m onthly man- 
hours since the F eb ru ary  1961 business cycle low. 
R is in g  p roductiv ity is c learly  apparent in the first of 
these charts. Based on 1953 as 100, a  29%  rise  in 
m an-hours by 1960 w as accompanied by an 80%  in
crease in value added. V alue  added per m an-hour 
rose from $2.55 to $3.56, fa ilin g  to increase only dur
ing the recession years  of 1957 and 1958. A fter ad 
justm ent for a  10% price rise the 1960 figure for 
value added per m an-hour comes to about $3.24, still 
an im pressive im provem ent for a  period of only seven 
years . The first chart also shows a sharp m an-hour 
increase over last year that strongly suggests record 
levels of production and sales for the D istrict fu rn i
tu re industry  in 1962.

The second chart, however, raises some questions 
about the direction of the furn iture in d u stry ’s curren t 
fortunes. D uring the second half of 1961, w hile the 
m an-hour total for a ll m anufacturing moved 1% 
downward, fu rn iture m an-hours moved n early  3%  
upw ard. W hen a ll factory m an-hours began to rise 
again  ear ly  th is year, fu rn iture m an-hours shot up 
11% to a  peak in A pril. S ince then the trend in 
furn iture m an-hours (and  in m an-hours g en era lly ) 
has been downward. A lthough total factory man- 
hours continued to decline in Septem ber and Oc
tober, fu rn iture m an-hours rem ained v ir tu a lly  un
changed. T h is drop in furn iture m an-hours between 
A p ril and A ugust w arran ts some rationalization .

The build-up of furn iture dem and began in the fall 
of 1961 when furn iture sales soared in a ll parts of 
the country, and the seasonally ad ju sted  index of 
D istrict fu rn iture store sales equaled record levels 
dating back to the sp ring  of 1956. B uyers continued 
to keep channels of d istribution busy, and the D is
tr ict sales index reached a new high in A pril. The 
spring furn iture m arket brought a  veritab le flood of 
orders to m any D istrict producers whose backlogs 
w ere a lready  unusually  good. In retrospect it appears 
alm ost certain  that the A pril increase in production 
w as so much la rge r than the norm al seasonal gain  
that the “seasonally ad ju sted ” declines which follow
ed represented a retu rn  to norm al levels of growth 
rather than any actual loss of strength  in this fu rn i
tu re cycle. The fall m arkets in October brought 
another w ave of new orders, and the levels a t which 
furn iture m an-hours stab ilized in Septem ber and Oc
tober appear to be consistent w ith  the line of grow th 
established last year.

M any new lines of furn iture introduced th is y ea r 
w ere exceptionally wTell received. B u t new  styles 
w ere fa r  more num erous than usual, and some w ere 
left at the post. On the basis of this y e a r ’s exp eri
ence, D istrict fu rn iture m akers feel that they can 
keep the num ber of new models a t a  m inim um  in
1963 and still have a  v e ry  good year.
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THE FIFTH DISTRICT

Normal seasonal changes have dominated recent 
developments in most areas of Fifth District business. 
Manufacturing has been the principal exception. 
Seasonally adjusted factory employment and man- 
hours declined again in December, continuing a down
trend that began after historical highs were reached 
in Ju ly .

HOURS DOWN MORE IN NONDURABLES M anu
facturing employment declined nearly 2°Jc and man- 
hours nearly 3°/c during the last five months of 1962. 
Employment reductions were of approximately equal 
magnitude in both durable and nondurable goods, 
but man-hour declines concentrated heavily in the 
nondurable goods sector.

The only durable goods industries in which sea
sonally adjusted factory man-hours rose in Decem
ber were prim ary metals, lumber and wood products, 
and furniture and fixtures, but the furniture business 
was the only member of this trio to make a better 
showing in December than Ju ly . December season
ally adjusted man-hours were below Ju ly  figures by 
1 c/o in prim ary metals and 6% in lumber. M a
chinery and transportation equipment man-hours, on 
the other hand, fell in December but were still higher 
than they were five months earlier. The December 
drop in fabricated metals man-hours was the fourth 
in five months, extending the total decline to 5r/c on 
a seasonally adjusted basis. In the stone, clay, and

glass industry, a relatively small decrease in Decem
ber reduced seasonally adjusted man-hours 8% be
low the midsummer level.

Seasonally adjusted factory man-hours fell in De
cember in all nondurable goods industries except 
food, and al! man-hour figures in this group except 
those for apparel and cigarettes were lower in De
cember than in Ju ly . Although apparel industry 
man-hours declined Z°/c from the November level, 
the figure was still 1 c/c higher in December than in 
Ju ly . Among the D istrict’s m ajor manufacturing in
dustries, only textiles registered steady declines in 
man-hours over the last five months of 1962, a 2% 
reduction in August accumulating to 5°/c by the end 
of the year. Sm all December declines pushed man- 
hour losses in the last half of 1962 to 4% in chemicals, 
foods, and tobacco manufacturing, 2% in paper, and 
less than 1 c/o in printing.

NONFACTORY JOBS MOSTLY UP Nonmanufactur
ing enterprises have a different story to tell. Except 
for mining, these activities either retained their 
strength during 1962’s last five months or added to 
earlier gains. In mining, seasonally adjusted em
ployment dropped 4% in December bringing the total 
decline since midsummer to 7% . Contract construc
tion employment also fell in December, offsetting 
previous gains and leaving construction employment 
about at the relatively high level that prevailed in

Part of the purchasing power behind the recent record volume of sales came from rising levels of consumer loans at District banks.
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Ju ly . The D istrict’s numerous service-type indus
tries, however, continued to provide significant ex 
amples of growth. Jobs in transportation, com
munications, and public u tilit ie s ; in finance, insur
ance, and real esta te ; and in services and miscel
laneous activities advanced in December to levels 
ranging from 1% to 3% above comparable Ju ly  
figures. Employment in financial institutions and 
service enterprises increased in every month from 
August through December.

Employment changes in the D istrict’s important 
government sector in late 1962 varied somewhat from 
usual seasonal patterns. Government jobs typically 
become gradually more numerous during the fall and 
increase sharply between November and December. 
Last year, however, the pattern involved more rapid 
increases during the early fall months followed by a 
less-than-seasonal December rise. The resulting 1% 
drop in seasonally adjusted government employment 
in December was the biggest single factor in the de
cline in total nonmanufacturing employment.

TRADE REMAINS STRONG The December rise in 
trade employment was almost exactly in line with the 
usual seasonal gain and followed two months in 
which wholesaling and retailing jobs increased more 
than seasonally. In September, however, when the 
first fall increase in trade employment normally 
amounts to 2% or more, the gain last year was less 
than 1%. As a result seasonally adjusted trade em
ployment was substantially the same in December 
as it had been during the summer.

Available evidence indicates that consumer buying 
has recently remained at or near record levels. Dis
trict department store sales began this year with the 
highest Jan uary  volume on record. Seasonal swings 
in retail sales at this time of year are, of course, very 
large, normally involving gains of as much as 50% 
between November and December followed by de
clines as larg£ as 60% from December to January. 
According to early estimates, sales declined a little 
less than is usual so that with seasonal adjustment the 
January figure was 2% ahead of December—about 
on a par with March and M ay of last year but lower 
than August, September, and November, the all-time 
high month for these sales.

CONSUMER LOANS RISE To an increasing extent 
District consumers have been going to commercial 
banks for funds. The rate of increase in bank- 
financed consumer purchases, however, has been 
lower in recent weeks than in the first half of last 
year. Loans to consumers at District weekly report
ing member banks increased more than 7% in the 
first half of 1962 and continued growing during the

second half, although at a somewhat slower pace. 
Statistics covering all F ifth D istrict commercial 
banks showed consumer instalment loans up about 
14% in the first 11 months of 1962, with automobile 
credit accounting for about two-thirds of the total ex 
pansion. Purchased automobile paper gained almost 
23% during this period, and direct automobile loans 
increased by more than 11%. Both personal instal
ment loans and loans on other consumer goods made 
gains in excess of 10%.

Gross loans of District weekly reporting banks in
creased sharply in the second half of 1962 following 
a rather indifferent first six  months. The gain was 
the largest on a percentage basis for any year since 
1955. Business loans, which exhibited little strength 
in the first seven months of 1962, gained almost 13% 
from August through December and closed the year 
with a sizable over-all gain. The most strik ing de
velopment in District bank lending in 1962 was the 
growth of real estate loans, which showed the largest 
percentage gain of any loan category. After declin
ing slightly in the first quarter, the volume of these 
loans rose more than 17%) from April through No
vember. Slight declines in December brought the 
gain for the year down to about 16%.

There were also some significant changes on the 
liabilities side of District bank balance sheets during 
1962. Time deposits continued to gain importance 
as a source of funds. At the same time, many banks 
raised interest rates on time and savings deposits fol
lowing the change in Regulation Q. These two de
velopments resulted in a substantial increase in com
mercial bank operating expenses and generated pres
sure to obtain a higher yield on earning assets. This 
led to increased efforts to steer available funds into 
consumer and real estate loans and to shift invest
ment portfolios toward longer term Governments and 
tax exempt bonds. Sustained demand from con
sumers and home buyers made growth possible in 
both of these loan categories.

In the early weeks of 1963 gross loans at District 
weekly reporting banks declined more than season
ally. Real estate loans continued strong and the ex 
pected drop in consumer loans was smaller than the 
usual January  decline. Business loans, however, 
fell sharply. Time deposits increased but at a slower 
rate than in the same period last year, while demand 
deposits declined somewhat more than seasonally.
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THE FIFTH DISTRICT

Changes in manufacturing employment reflect op
posing forces, both of which are aspects of economic 
growth. Factory jobs tend to increase to meet the 
growing demand for goods as population grows and 
living standards rise. Technology’s steady improve
ment of method and machine has the opposite effect. 
Over relatively short periods these trends may be 
obscured by more abrupt movements associated with 
business cycles. But over longer periods factory em
ployment will tend to rise if demand increases faster 
than productivity and w ill fall if the reverse occurs.

FACTORY JOBS: DISTRICT UP, NATION DOWN Dur
ing the past decade manufacturing employment has 
continued to rise in the Fifth District even though 
the national trend has been slightly downward. In
1953 the number of jobs in District factories returned 
to the W orld W ar II high, 1,353,000. The figure 
fell below this level again in 1954 and 1955 but 
moved to new highs in 1956, 1959, 1960, and in 1962 
when it reached 1,466,000. For the nation as a 
whole, private manufacturing employment crested at 
17.6 million 20 years ago in response to the stern 
demands of war. Thereafter the figure declined to 
a postwar low of 14.4 million in 1949, recovered in 
1950, and has fluctuated since 1951 between a high 
of 17.5 million in 1953 and a low of 15.9 million in 
1958. By 1962 it was back up to 16.7 million. In 
general, the country appears to have been in a period 
of transition during which the effects of rapid prog
ress in manufacturing technology caught up with and 
began to outdistance the impact of growing demand 
for manufactured goods.

PRODUCTIVITY RISING W hen large, diverse groups 
of people pool their resources of capital, labor, man
agement skill, technical and scientific knowledge, and 
market insights to produce and sell, they create an 
organism of great complexity. Changes in any of 
its productive factors or in any pertinent aspect of 
its market will change its mode of operation. The 
purpose always is to offer the customer the best 
product at the lowest price. No summary treatment 
of these relationships can adequately explain or even 
describe them. But comprehensive statistics that are 
readily available can shed some light on the way in 
which manufacturers in general are shifting their

combinations of human and mechanical resources to 
get more output per unit of input.

Between 1954 and 1961 factory man-hours changed 
little, purchases of electrical energy representing ma
chine utilization rose sharply, and value added by 
manufacture, adjusted for price changes in order to 
approximate physical output, followed a rising path 
about halfway between them. The chart on this 
page shows these trends through 1960 (1961 data 
were not available in time to be included) for the 
Fifth District and the nation with all data converted 
to percentages of 1954 levels. D istrict man-hours 
and value added paralleled national figures from 1954 
through 1957, wdiile District power use lagged. After 
1957, however, the District overtook and passed the 
nation in growth of power utilization, moved sig
nificantly ahead in man-hours, and markedly ahead 
in value added.

Electric power has steadily replaced manpower 
in the processes of production. In the District the 
typical manufacturer increased his use of electricity 
from 7.3 kilowatt-hours for each production worker 
man-hour in 1954 to 11.0 in 1960 and 11.7 in 1961. 
The figures were a little higher for the nation—7.7 
in 1954, 12.1 in 1960, and 12.8 in 1961. In the

11Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1963



process, as the chart above shows, productivity with 
respect to labor advanced sharply. Price-adjusted 
value added per man-hour rose 35%> between 1954 
and 1961 in the D istrict and 33% in the nation as a 
whole. Physical productivity with respect to electric 
power declined, of course, as shown by the lower 
lines. But between 1954 and 1961 the price of fac
tory labor rose about 30% while the price of indus
trial power dropped nearly 5%.

In only seven years manufacturers as a group have 
improved methods and equipment sufficiently to in
crease output per unit of labor one-third. Since this 
is a national average, many have raised productivity 
at a substantially faster rate. The fact that pro
ductivity rose more rapidly locally than nationally 
suggests that the District has a good share of the 
more progressive industries.

PRODUCTIVITY RATES Some major industries that 
have achieved large gains in productivity are wrell 
represented in the Fifth District. Since rates and 
ratios can confuse as easily as clarify, it is helpful to 
make pertinent comparisons first and then look at 
the numerical values involved.

Industries differ in productivity. Some create 
high value per man-hour, some low, the differences 
reflecting competitive conditions, internal technology, 
and many other factors. Industries also differ with 
respect to rates at which they are able to raise pro
ductivity. An industry with lowr productivity may 
showr the biggest gain in a given span of time.

Of the nation’s m ajor industries with impor
tance in the District, chemical plants were the most

productive with respect to labor. This industry 
achieved a level of $9.66 for price-adjusted value 
added per man-hour in 1954 and raised this figure 
to $16.00 by 1961. Tobacco manufacturers, second 
in productivity, raised value added per man-hour 
from $6.57 in 1954 to $11.45 in 1961. Other im
portant District industries listed in order of declining 
productivity per man-hour are : foods; transportation 
equipm ent; prim ary m eta ls; m ach inery; p ap er; 
stone, clay, and g la s s ; fabricated m eta ls ; fu rn itu re ; 
lum ber; tex tile s ; and apparel. The textile business, 
near the bottom of the list according to value added 
per man-hour, was high in rate of improvement.

EFFICIENCY RATINGS RISE W hen emphasis centers 
on rates of increase in efficiency with respect to labor, 
tobacco and chemicals change places at the head of 
the list, and textiles rank third. The tobacco indus
try raised price-adjusted value added per man-hour 
three-fourths between 1954 and 1961. Comparable 
increases amounted to two-thirds in chemicals and 
one-half in textiles. Other industries ranked as fol
lows : foods; transportation equipm ent; ap p are l; 
stone, clay, and g la s s ; lum ber; p ap er; prim ary met
als ; fu rn itu re ; m ach inery; and fabricated metals.

VARIATIONS IN POWER USE The ranking of Dis
trict industries shifts again when the rate of increase 
in purchases of electric power is the criterion. Here 
the striking fact is that chemicals remain at the top, 
but tobacco products and textiles drop to the middle 
and the bottom of the range. Between 1954 and
1961 chemical plants raised purchases of electric 
energy 98% . The apparel industry occupied second 
place with a 95% gain. Most industries raised 
power purchases between 40% and 60% . The figure 
for tobacco products was 56%, for textiles 23% .

M anufacturing as a whole raised price-adjusted 
value added per man-hour one-third while increasing 
purchases of electric power three-fifths. Textiles in 
creased value added per man-hour one-half while 
power purchased rose less than one-fourth. F abri
cated metals provide a sharp contrast w ith a 40% 
gain in power purchased accompanied by a mere 9% 
rise in value added per man-hour. The rapid changes 
that have occurred within industries and the wide 
variations that exist between the various industry 
groups provide convincing evidence of the dynamic 
nature of the nation’s manufacturing enterprise.
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THE FIFTH DISTRICT

Employment and unemployment are closely related 
business indicators that do not always convey con
sistent impressions o f business trends. During the 
first quarter of 1963, for instance, employment 
reached record levels after several months of fluctua
tion along a high plateau, but unemployment failed 
to decline. In fact, joblessness showed a trouble
some tendency to rise during most of last year while 
employment remained virtually unchanged. A p 
parently the number of jobseekers has acquired a 
tendency to grow a little faster than the number 
of jobs.

JOBLESSNESS PERSISTS Like other economic events, 
labor market developments at various seasons must 
be evaluated by comparison with the changes that 
usually occur. For instance, unemployment drops to 
seasonal lows each fall as jobs build up to harvest 
and process farm output, and to prepare for the reg
ular year-end bulge in general business activity. The 
pattern is typical of the Fifth Federal Reserve D is
trict and most other parts o f the nation as well. From  
autumn lows, as a rule, joblessness rises to seasonal 
highs in January and February. The coming of 
spring turns the course o f unemployment downward 
again. And so it continues until fall except for the

rise that occurs in June when schools close and most 
new graduates join the labor force in search of work.

The declines in unemployment that occurred early 
last fall were somewhat less than seasonal. The rise 
in joblessness that followed turned out to be slightly 
greater than would normally be expected. And this 
year the spring downturn got started at a later date 
and has since progressed at a slower pace than has 
usually been the case.

JOBS AT RECORD LEVEL Despite the presence of 
more unemployment than usual, District employment 
showed some improvement in January and February. 
The seasonally adjusted number o f jobs in nonagri- 
cultural enterprises reached 4,946,000 in February, 
equaling the all-time high set in September last year. 
District employment owes its recent strength to the 
nondurable goods sector o f manufacturing, to trade, 
services, and government, and to transportation, com 
munications, and public utilities. Employment in the 
last-mentioned category reached record levels in 
February after the end of the dock strike. Manu
facturing industries showing particular improvement 
so far this year include textile spinning and weaving 
operations, apparel, tobacco, chemicals, and printing. 
Primary metals producers were the only members of
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the durable goods group to raise employment in both 
January and February. Jobs increased in January 
in nearly all durable goods categories, but February 
declines disappointed hopes for steady advances.

Contract construction employment in recent weeks 
has been conspicuously lacking in vigor. The number 
of construction workers reached a high for recent 
years last October but has declined ever since. Due 
in large measure to unusually adverse weather condi
tions, jobs dropped 3%  in February alone. Indi
cations are that the return of good weather has en
abled many to return to work.

In February, as a result of the cyclical upswing of 
the past two years, all categories of employment 
except mining were well above their levels of one 
and two years ago. Total employment was 2%  
higher than a year ago and 7%  higher than two years 
ago. Factory jobs were 1% more numerous than 
in 1962 and 6%  more plentiful than in 1961. The 
largest gain in the one-year period was 4 % , recorded 
in trade, in services, and in the finance, insurance, and 
real estate group. The biggest gain registered since 
February 1960 was 15% in contract construction. 
Virtually all this increase occurred in 1961.

300,000 NEW JOBS Employment gains stemming 
from improved business conditions in the Fifth Dis
trict generated about 125,000 new jobs in the past 
year compared to 175,000 during the year before. As 
already suggested, most of the 1962 increases o c 
curred prior to midyear. In contrast to 1961 ex 
perience, however, jobs in 1962 did not rise enough 
to reduce unemployment significantly. As shown by 
the chart on page 11, last fall’s rates of insured job 
lessness were the lowest since 1957. Thus, District 
rates of insured unemployment are high compared to 
pre-1958 experience, but not unusually high in re
lation to typical rates since that year. During the 
period depicted on the chart District rates have 
matched national rates rather closely with respect to 
seasonal variations and business cycle fluctuations. 
Prior to 1957 the two series were also of similar 
average magnitude. Since that time, however, rates 
in the District have been consistently below the na
tional figures.

UNEMPLOYMENT BY INDUSTRY Insured unemploy
ment by particular industries differs among the 
various District states pretty much as industry pat
terns themselves differ. In the early months of the 
year much of the District’s unemployment is sea
sonal, and is linked to manufacturing and contract 
construction. These activities accounted for about 
one-third of total nonfarm employment in February,

but for more than two-thirds o f insured unemploy
ment. By contrast, trade and services, which p ro 
vide nearly another third of all nonagricultural jobs, 
generated only one-sixth of joblessness qualifying 
for unemployment compensation.

Differences in economic structure among District 
states result in some sharply divergent patterns of 
insured unemployment. The Maryland rate has re
mained quite stable at or near 6%  since the first of 
the year. Seasonal declines in the number o f jobs 
provided by construction and trade, and additional 
idleness induced by the dock strike, maintained this 
rate in January despite increased employment in gov
ernment and stability elsewhere. W hen job  oppor
tunities later increased in transportation, services, 
and trade, these were partly offset by small declines 
in manufacturing employment.

Virginia’s rate of insured unemployment at the 
start of the year was about 3 % . Construction and 
manufacturing were the principal industries involved, 
but some unemployment was also linked to trade. 
Insured unemployment in manufacturing was fairly 
wrell distributed across the board, but writh the smaller 
concentrations in food industries, textiles, and lumber.

A s the year began the rate o f insured unemploy
ment in W est Virginia stood at 10% . It has since 
shown a tendency to decline, primarily because of 
employment gains in manufacturing, government, and 
transportation, communications, and public utilities. 
The rate of insured unemployment among miners, 
however, reached 47%  of covered employment in 
February.

'l'he rate of insured unemployment was 6 %  early 
in January in North Carolina, and the trend since 
then has been slightly downward. Nearly two-thirds 
of the insured unemployed were linked with manu
facturing, principally tobacco factories and textile 
mills. Most of the remainder were in construction 
and trade.

South Carolina’s rate of insured unemployment has 
been declining this year from a starting level o f about 
5% . A s in North Carolina, manufacturing, con
struction, and trade headed the list of industries in
volved. Within the group linked to manufacturing, 
about two-thirds of the insured unemployed had been 
attached to textile mills and apparel plants.
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THE FIFTH DISTRICT

Spring made an auspicious entry in the District, 
its bright skies and gentle temperatures proving as 
congenial to business optimism as to the area's var
iegated floral life. Soundings made in March and 
April revealed a notable blossoming of confidence in 
the District’s business and banking communities, ap
parently part o f a nationwide ground swell which 
may be only partly attributable to the happy transition 
from winter into spring over much of the country.

Since statistics on the econom y’s early spring ]>er- 
formance remain incomplete, it is difficult to judge 
the extent to which improved sentiment is justified 
by actual gains. The rather fragmentary data 
currently available for both the nation and the Dis
trict suggest substantive business advances beginning 
in March and continuing in April. But whether the 
swing in actual conditions has thus far matched the 
rise in optimism remains an open question.

TRADE AND EMPLOYMENT Retail trade this year 
has advanced about as vigorously in the District as 
in the nation, but less consistently. District sea
sonally adjusted department store sales soared to an 
all-time high in March, 10% above the February level 
and 4%  higher than the previous record established 
last fall. Present indications are that department 
store sales slackened somewhat in April. They re
mained in the high range typical of recent months, 
however, and bettered last year’s April figure by 4% . 
Preliminary national figures also show these sales 
surging to a new record in March, 5% above the 
previous month and 3%  higher than a year earlier.

Slight gains in seasonally adjusted nonagricultural 
employment in each of this year’s first three months 
led to a new high for the District in March. Sea
sonally adjusted nonfarm employment was then esti
mated to be 4,950,000, surpassing by about 4,000 the 
previous high reached last September. These gains 
were about in line with national figures, which re
versed last fall’s slight declines and rose to successive 
new highs in February and March.

District nonmanufacturing employment rose 0.1% 
in March, as small gains in contract construction, in 
trade, in finance, insurance, and real estate, and in 
government more than offset small declines in mining, 
in transportation, communication, and public utilities,

and in services. Contrary to its customary seasonal 
pattern, District insured unemployment rose a little 
in February and clung to those higher winter levels 
a bit longer than usual. By the middle of March, 
however, insured unemployment was declining at a 
distinctly better than seasonal pace.

INDUSTRY DEVELOPMENTS E mployment rose in 
March in most of the District’s manufacturing in
dustries, but more in durables than in nondurables. 
The situation was reversed, however, with respect to 
hours worked. Seasonally adjusted man-hours ad
vanced 1.8% in nondurable goods and 1.0% in 
durables for a 1.5% gain in the total figure. Man- 
hours declined in only three o f the District’s m ajor 
manufacturing categories : primary metals, fabricated 
metals, and transportation equipment.

Less comprehensive but more current evidence 
gathered from trade journals and industry sources 
suggests that most District industries continued to 
improve in April. Textile industry man-hours were 
up substantially in March, and trade reports suggest 
that a fairly good flow of new orders developed in 
April. But buying was intermittent and more 
heavily concentrated than usual in spot and nearby 
deliveries. District furniture makers, still in a period 
of general prosperity that began in late 1961, showed 
their latest wares during the week beginning April 
19. Prospective buyers from all parts of the nation 
gathered at a growing number of display centers con
centrating in North Carolina and Virginia. Actual 
attendance at this latest Southern Furniture Market 
was reportedly down a bit compared to a year ago 
and off considerably from last fall when one of the 
largest crowds in the history of the event came to 
see a wide assortment of new lines. This time, how 
ever, fewer new models were anticipated, new orders 
generally were already running well ahead of last 
year, prices were firm, and manufacturers’ backlogs 
were large enough to push delivery dates weeks or 
even months ahead on some lines. Consequently, re
duced attendance was not viewed by the trade with 
any particular concern.

The good weather has given new impetus to Dis
trict construction activity and has apparently lifted 
the lumber business out o f its winter doldrums.
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The District's planted acreage of all principal crops will be 2% above 1962's record low if farmers carry out their March 1 plans.

Although this happens to some degree every spring, 
improvement this year seems stronger than usual. 
For one thing, District contract awards rose in 
February at a sharply better than seasonal rate due 
mainly to strength in residential, public works, and 
utilities categories, and present indications are that 
new business continued at a brisk pace in March.

BANK LOANS EXPAND Evidence that spring busi
ness has been better than usual also appears in the 
loan experience of District weekly reporting banks. 
Their business loans rose 6.4%  between February 
27 and April 17. This increase resembled the spring 
gains of 1959 and 1961, both strong recovery years, 
and was well ahead of other recent years. It was, 
moreover, considerably greater than the 2.1% in 
crease in business loans at United States weekly re 
porting banks over the same period.

District weekly reporting banks also made sub
stantially more than seasonal additions to their real 
estate and "all other” (mainly consum er) loans in 
these w^eeks. Real estate loans, in particular, reg
istered a sharp rise and now stand nearly 6.0%  above 
their level on the first of the year. In no other recent 
year have these loans risen by as much as 1.0% 
in the comparable period.

FARM PROSPECTS Land preparation for spring 
planting lagged until mid-M arch but moved at a 
brisk pace thereafter so that most field work was 
about on schedule at the Easter holiday.

Current plans suggest that District crop plantings 
will be up about 188,000 acres this year. Planned

increments are concentrated mainly in wheat and 
corn, with smaller increases projected for soybeans, 
Maryland and Burley tobaccos, and grain sorghums.

Sizable acreage reductions are indicated, however, 
for other important District crops. Cotton and 
sweet potatoes will probably be cut back about 7%  
from last year and flue-cured tobacco about 5 % . Im 
portant reductions are also planned for oats and Irish 
potatoes. Acreage is expected to be about the same 
as last year for peanuts, hay, barley, and Virginia 
fire-cured and sun-cured tobaccos. Cotton and flue- 
cured tobacco reductions are apparently linked to
1963 allotment cuts. Based largely on March 1 esti
mates, these plans are subject to change.

NOTICE

“ System Open M arket Operations in 1962,”  by 
Robert IV. Stone, M anager of the System  Open 
M arket Account, was printed in the April 1963 
Federal R eserve B ulletin. Reprints may be ob
tained from the Division of Administrative Services, 
Board of Governors of the Federal R eserve S ystem , 
Washington 25, D. C.
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THE FIFTH DISTRICT

Signs of continued advances in Fifth District busi
ness are still quite general, although the pace of im
provement seems a little slower than in the early 
spring. The prevailing mood remains one of studied 
optimism. Statistics for the month o f May are only 
fragmentary, but such as are available gain support 
from trade comments and reports and suggest a con
tinuation of the modest increases that were apparent 
in April.

Seasonally adjusted bank debits, the lone dissenter 
among generally rising indicators in March, moved 
up vigorously in April to a new all-time high. The 
full impact of the April gain is not apparent in the 
chart of bank debits shown at the foot o f the page 
because the plotted figures are three-month moving 
averages which smooth out random variations and 
accentuate growth and business cycle characteristics.

NEW HIGH IN EMPLOYMENT Seasonally adjusted 
nonfarm employment also rose to a new record in 
April. Jobs added in contract construction and retail 
trade provided most of the push, but increased mining 
activity also contributed to the small net gain. E m 

ployment remained unchanged between March and 
April in nondurable goods industries; finance, in
surance, and real estate enterprises; and services. It 
declined in durable goods manufacturing, in trans
portation, communications, and public utilities, and 
in government.

Manufacturing and government, which together 
account for about one-half of District nonfarm jobs, 
are frequently the main centers of attention in em
ployment studies. It is often desirable, however, to 
look at the array of enterprises that make up the other 
half of nonagricultural jobs. The right-hand chart at 
the foot of page 11 shows recent trends in total em
ployment in these areas. These service-type enter
prises have grown steadily but by no means spec
tacularly in recent years. Gains in employment 
amounted to about 2%  in the past year and 10% 
over the six-year period charted.

O f special interest to regional analysts is the ac
celerated pace of District growth in these areas since 
the trough o f the 1960-61 recession. Before that 
time there was virtually no difference between the 
District and the nation as regards these sectors of 
employment. But growth since that point has 
amounted to 7%  in the District compared to 3 %  for 
the nation as a whole. Government jobs are fre
quently cited as a strengthening and stabilizing force 
in the local nonfarm, nonmanufacturing economy. 
The record of the past two years, however, shows 
steady progress in nonmanufacturing employment 
even writh the direct effect o f government jobs re
moved. Here as elsewhere all kinds o f services are 
continuing to grow, but other evidence indicates that 
those related to the rapidly growing tourist trade may 
be among the largest contributors.

MAN-HOUR TRENDS DIVERGE The behavior of sea
sonally adjusted factory man-hours illustrates how a 
statistical series can continue to baffle observers of 
business trends for several months. A fter more than 
half a year of small fluctuations about a remarkably 
stable average, total Fifth District man-hours spurted 
more than 1% in March. Instead o f sustaining the 
March gains, howTever, developments in A pril very 
nearly wiped them all out. This was true for both 
durable and nondurable goods. But the details of
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change during the two months differed markedly 
among specific industrial groups, as a few illustrations 
will readily confirm.

None of the District’s principal manufacturing 
areas experienced successive declines in seasonally 
adjusted man-hours in March and April. A  few, 
however, managed gains in each month. These were 
producers and fabricators of metals, makers of stone, 
clay, and glass products, and paper and paper product 
manufacturers. In two industries, transportation 
equipment and chemicals, man-hours lost in March 
were recouped with some to spare in April. Despite 
recent increases, transportation equipment man-hours 
were still substantially below last fall’s high levels, 
but for the chemical industry the latest gains 
established a new high. Elsewhere m an-hours 
dropped in April following gains in March. Textile 
mills and apparel plants accounted for the bulk of 
the April declines.

CYCLES STRONG IN MANUFACTURING National 
and District indexes of manufacturing man-hours 
charted in the left-hand panel below show a 
marked sensitivity to the gyrations of business cycles. 
The year 1962 contrasts sharply, especially in the 
Fifth District, with the five preceding years. Before
1962 man-hours characteristically established and 
maintained increases or decreases in the first few 
months following each turning point in the cycle. 
From February 1962 through February 1963, how
ever, the District index varied by mere fractions of a 
point around the 109.6 level. Elopes were kindled 
for rising out of this plateau condition when the index

neared 111 in March. They were dimmed again, 
however, when the index dropped to 109.3 in April. 
In any event the performance of District manufac
turers compares favorably with the national record as 
shown by the relatively higher level of District man- 
hours since the recession of 1958.

VARIATION MARKS TRADE Retail trade statistics 
have been marked by erratic changes recently, al
though they continue to show good average growth. 
Seasonally adjusted department store sales in the 
District reached a new high in March, 10% above 
the previous month and 3%  above the record high 
attained last November. A s with certain other indi
cators, however, March gains wrere dissipated in 
April, and preliminary estimates for M ay suggest 
only partial recovery toward the volume recorded 
in March.

Department store sales have been fluctuating 
around rapidly rising average levels, as the right-hand 
chart on page 12 shows. Seasonally adjusted trade 
employment, also shown on the graph, has grown 
less rapidly and with less sensitivity to business 
cycles. Comparable national figures were not charted 
because they were virtually coincident with those of 
the Fifth District throughout the period.

Growth of trade in the District is further sub
stantiated by a broader Bureau of the Census tabula
tion of sales o f Group 1 retail stores. Not since 
October 1961 have sales at these stores for any given 
month failed to set a new high. Thus the March 
figure, the latest available, showed sales 7%  above a 
year earlier and 17% higher than in 1961.
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SUPPORT FROM CONSTRUCTION Sustained by a 
strong backlog of business and a good, if erratic, flow 
of new contracts, builders of virtually all types are 
keeping busy in the Fifth District. On a seasonally 
adjusted basis, new highs were reached in April by 
both contract construction employment and building 
permit values. The rise in permits maintained a 
strong average for the year despite mediocre per
formances in February and March.

Since early 1961 the trend o f District construction 
employment has been firmly up while the national 
trend has been downward. Thus construction em
ployment gives a more favorable picture of District 
progress relative to the nation than do any of the 
other series. A s with other indicators, District per
formance paralleled that of the nation until a di
vergence of growth factors, possibly associated with 
differences in cyclical sensitivity, resulted in relatively 
greater strength in the District. The third line on 
the graph, national new construction expenditures, 
was included to provide a comparison between trends 
in labor utilization and construction outlays. This 
comparison lacks precision but indicates the direction 
and approximate strength of changes in productivity 
with respect to labor.

PRODUCTIVITY RISING Recent surveys have indi
cated that a sizable portion of new investment is 
aimed at modernization and cost reduction rather 
than increased output as such. Rapid changes in

the tools and techniques of production may have little 
effect on the month-to-month behavior of statistics 
such as employment and man-hours, but must be 
taken into account in interpreting changes over 
longer periods. Thus, while national man-hours in 
the six years charted on page 11 show virtually no 
trend, the manufacturing component of the industrial 
production index over the same period rose 18% . 
Furthermore, national factory man-hours have re
cently been heading downward while factory produc
tion has continued to rise. In the retail trade chart 
above, sales (a  measure of output) can be seen rising 
at a distinctly faster pace than employment (a 
measure o f labor input). Similarly, national ex 
penditures for new construction (measuring output) 
are seen to be rising quite steeply while employment 
(measuring labor utilization) declines.

Changes in labor utilization relative to other pro
duction inputs will differ between the District and 
the nation for a number of reasons. Differences in the 
industrial composition of the District’s economy as 
compared with the nation’s, for example, are im
portant in this connection, as productivity generally 
grows more slowly in some industry types than in 
□thers. M oreover, regional differences in the price of 
labor relative to other inputs play an important role.

PHOTO CREDIT 
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THE FIFTH DISTRICT

Fifth District business conditions have maintained 
a gradually upward course with most indicators, both 
general and specific, providing evidence of improve
ment. Favorable developments have continued to 
dominate the few statistical series that are available 
weekly. Thus, insured unemployment, reflecting 
broad coverage of the District economy, has continued 
to decline at a distinctly better than seasonal rate. 
Department store sales have been improving gradually 
since April, when a rather sharp decline occurred. 
And bituminous coal production and shipments have 
maintained good levels.

Other statistics also show that recent gains are 
probably firmly based. Seasonally adjusted non
farm employment rose slightly in May as a result of 
a modest amount of new strength in the nonmanu
facturing sector. A s has rather frequently been the 
case, the principal gains occurred in services and 
service-type enterprises such as those engaged in 
transportation and related activities, financial and 
similar services, and government. The high level of 
construction employment remained unchanged in 
May, while jobs declined slightly in trade and mining. 
Employment in nondurable goods industries re
mained unchanged in May, but jobs in factories 
making durable goods declined slightly.

Although small reductions were typical o f manu
facturing employment, these were generally offset by 
increases in the length of the workweek. Thus, sea
sonally adjusted factory man-hours in May rose 1 %  
in durables and nearly 2 %  in nondurable goods in
dustries. Only three of the District’s m ajor industry 
groups (electrical machinery; stone, clay, and glass 
products; and paper) failed to contribute to the 
May rise.

STRAWS IN THE WIND Sources of statistical and 
more general information possessing certain pre
dictive implications have also remained quite steadily 
favorable. For instance, a substantial rise in new 
construction contracts occurred in April. In the 
same month District building permits neared an all- 
time high and continued strong in May although at 
a somewhat lower level. Recent reports of modest

increases in manufacturers’ new orders, backlogs, and 
shipments accompanied by small declines in inven
tories also suggest continued strength. Steel and a 
few other industries, such as those mentioned paren
thetically above, may well be exceptions to this gen
eralization. But otherwise, if any significant weak
nesses are developing in the current District situation, 
they remain effectively camouflaged.

SUMMER AND THE OPEN ROAD About this time of 
year residents of the Fifth District, along with people 
in other parts of the country, become unusually rest
less, in some cases even adventurous. The symptoms 
spread like a virus, eventually to epidemic propor
tions. The ailment is simply the urge to “ get up and 
go ,”  and it defies any sort o f adjustment for seasonal 
variation. So, with at least as much effort as ever 
goes into a day’s wrork, they make elaborate prepara
tions and spend their hard-earned vacation time going 
places and doing things. Increasingly, travelers turn
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to automobiles for freer expression of the urge to go. 
Last year set a record for new passenger car registra
tions in the Fifth District, exceeding the 1955 peak 
by 6 % . A nd 1963 registrations through the first 
four months were running fully 18%  ahead of 1962. 
Clearly, a new era of highway travel is in the making. 
This summer and in summers to come motorists 
generally will travel under more favorable conditions 
than ever before. The network of interstate high
ways being constructed as a cooperative Federal-state 
effort is the primary factor responsible for the change.

HIGHWAY STATUS A s of the first o f this year 1,200 
miles of interstate highways were open to traffic 
within the boundaries o f the Fifth District. W ork  
had begun on an additional 1,000 miles, with 450 
actually under construction and the rest in engineer
ing or right-of-way stages. Another 1,200 miles 
were under preliminary study or planned, bringing 
total designated system mileage within the District 
to 3,400. The designated total includes about 350 
miles in Maryland, 30 in the District of Columbia, 
1,050 in Virginia, 530 in W est Virginia, 770 in North 
Carolina, and 680 in South Carolina. Maryland has 
made the greatest relative progress toward completing 
its share of the system with 4 4 %  of the projected 
total open to traffic and another 4 8 %  under way. 
North Carolina actually has nearly half its designated 
mileage open to traffic but only an additional 27 %  
under way. South Carolina has about one-third in 
use and one-fifth in process; W est Virginia, one- 
fourth in use and one-fifth in process; and Virginia, 
one-fifth in use and two-fifths in process.

A s the map on page 11 shows, the long sweep of 
Interstate Route 81, cutting diagonally across Virginia 
through the Shenandoah Valley, accounts for much 
of the state’s relatively large share of the District’s 
total system mileage. Writhin the District these 
routes fall basically into three classifications. Most of 
the District mileage represents highways fanning out 
to the South and W est from the population concentra
tions along the upper East Coast. These are crossed 
by a series of arteries connecting the Midwest with 
Middle and South Atlantic centers of industry and 
trade. Finally, there are the shorter connecting roads 
and bypasses in the vicinity of the larger cities.

FINANCIAL FACTORS The Federal Government’s 
share varies according to the type of highway. The 
interstate system is being financed 9 0 %  by Federal 
assistance and 10%  by the states. W here Federal 
aid is available for construction or improvement of 
highways that are not part of the new system, costs

are shared between Federal and state governments on 
a 50-50 basis. During 1962, the value of contracts 
awarded for highway construction involving no Fed
eral aid at all made up one-fourth of the total in the 
District compared with one-sixth for the country 
as a whole.

Since 1956 Federal receipts from taxes on fuels, 
lubricating oils, and motor vehicle use have been ear
marked in a Federal highway trust fund, and all dis
bursements are from this source. During 1961 
such Federal tax collections totaled $212 million in 
the Fifth District. Highway contracts awarded in
volving Federal funds totaled $257 million in 1961 
9 0 %  of which, about $231 million, will eventually be 
paid from the Federal trust fund. Contracts quali
fying for Federal assistance in 1962 amounted to $259 
million. According to present schedules the entire 
system will be completed by 1972.

ON THE SAME STREET Official statistics for 1961 
report the total length of highways, roads, and streets 
in the United States at 3,573,000 miles. The 
District’s share was 253,400 miles, 7 %  of the national 
total. The interstate system will increase total 
mileage by only 1 .3%  in the District and 1 .1%  in 
the nation.

W ith these figures in mind, it is interesting to 
speculate on the far-reaching effects of these spacious 
new arteries. Many a motorist has packed up his 
car, left his own familiar neighborhood, stopped from 
time to time in unfamiliar but friendly environs 
hundreds or even thousands of miles from home, and 
gained from the experience a perhaps unspoken reali
zation that, despite their many differences, Americans 
in a very real sense all live on the same street. Com 
pletion of the new highway network will give this 
feeling a stronger foundation than it ever had before.

Tourists are already plentiful enough to make many 
inadequate stretches of highway look like Main Street 
on Bargain Day. Consequently, the opening o f each 
new section of the interstate system is greeted with 
enthusiasm by both local and long-distance travelers. 
The economic implications of these developments, 
particularly with respect to the growing tourist trade, 
will be the subject of “ The Fifth District”  article in 
the August issue.

PHOTO CREDITS 
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THE FIFTH DISTRICT

The Fifth District as a whole offers tourists a rich 
combination of historic sites, scenic attractions, and 
interesting activities in a variety o f natural settings. 
The rising productivity o f American business is 
gradually adding to the length and frequency o f vaca
tions, as well as shortening the wrorkwTeek. Leading 
citizens in all parts of the Fifth District recognize 
the significance o f these trends. The vacationer’s 
dollar is an important injection o f new income, and 
the vacationer himself is always a prospective resi
dent, possibly the architect of a new business in the 
area if its advantages exert a strong appeal.

TOURISM HARD TO MEASURE The economic signi
ficance of tourism is notoriously difficult to evaluate. 
Many stores, restaurants, purveyors of services in
cluding amusements, and other business firms cater 
only incidentally to travelers. Regularly collected 
statistics cannot provide sufficient detail within 
the pertinent classifications to permit estimates of 
tourism’s contribution to the total volume of business. 
W ith travelers in general and vacationers in par
ticular assuming more and more economic importance, 
local businessmen, business organizations, and gov
ernmental agencies are seeking ways to measure the 
tourist trade as well as ways to attract more o f it. 
In many areas, plans are being formed to accomplish 
both of these aims. M uch current information, even 
though based on the best available data, is admittedly 
subject to an indeterminate margin o f error. A d 
ditional complications arise from the fact that defini
tions are seldom sufficiently precise to indicate exactly 
what the available estimates measure. The figures 
presented here come from official state and District 
of Columbia sources. Their comparison with per
sonal income is included simply to give them a small 
amount of perspective which would otherwise be 
totally lacking. Each area is treated separately, and 
comparisons between areas on the basis of available 
data would be misleading to say the least.

WEST VIRGINIA'S RAPID GAINS This year’s Cen
tennial celebration will undoubtedly accelerate W est 
Virginia’s already rapidly expanding tourist trade, 
estimated to have increased about 14% in 1962. 
Annual spending by vacationers is currently placed

in excess of $300 million, or more than 8% of total 
personal income. This unusual rate o f growth re
flects a broad, cooperative effort on the part o f gov
ernment, business, and private citizens. Many W est 
Virginians have developed a keen interest in their 
state’s potential for attracting tourists. W ith nu
merous natural assets, such as Blackwater Falls, 
pictured here, they have a solid foundation on which 
to build. Restaurants, motels, and other establish
ments serving travelers are being rapidly expanded. 
A  recent survey o f tourist accommodations revealed 
a 20%  increase between 1959 and 1962. Most of 
this growth occurred in the second half of the three- 
year period, and took the form o f bigger, better 
equipped, and more attractively appointed motels.

SPECIAL APPROACHES There are several special 
aspects to W est Virginia’s promotion of tourism. 
The state publishes a quarterly magazine called 
Travel W est Virginia wThich began with 25,000 copies 
in the second quarter of 1962 and grew7 to 75,000 
copies for the 1963 summer issue. M oreover, the 
state’s continuing efforts to cope with its unemploy
ment problem— efforts in which tourist promotion 
figures importantly— have been publicized by national 
media, including news services, news and feature 
magazines, and television. These channels have pro
vided much valuable publicity coverage at com 
paratively little cost.

MARYLAND TOURISM MOUNTS The Old Line 
State offers visitors a wide range o f attractions. 
Baltimore, the nation’s sixth most populous city ac
cording to the 1960 census, combines focal points of 
national pride such as Fort M cH enry with glittering 
examples of modern business, residential, and recrea
tional construction, largely concentrated in its down
town reclamation project. Maryland’s Eastern Shore, 
with its historic landmarks, large estates, boating, 
fishing, and bathing facilities, became easily accessible 
from Baltimore, W ashington, and areas further inland 
when the 7.3-mile Chesapeake Bay Bridge, an at
traction in itself, was completed a few years ago. In 
addition, the mountains of western Maryland, long 
appreciated as a summer resort area, are now being 
developed for winter sports.
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About ten years ago, a travel industry group esti
mated that the tourist trade was worth about $225 
million to the state economy. The Maryland Depart
ment of Econom ic Development has begun an official 
study of tourism’s current contribution to business 
and industry, but as yet no estimates are available. 
This Department’s budget shows more funds spent 
currently on tourist development than for the pro
motion of business and industry. The volume of 
tourist inquiries this year has been running 50% 
ahead of 1962. The state’s emphasis on travel is 
further reflected in plans to feature its tourist at
tractions at the 1964 New Y ork W orld ’s Fair.

W ASHINGTON, D. C. The nation’s capital is, of 
course, unique in its attraction for tourists. The 
educational value of the various centers of govern
mental activity has long been reflected in annual trips 
arranged for school children from all parts of the 
country. According to estimates, the number of 
tourists visiting Washington has been growing at 
about 4% per year. In 1962, visitors numbered 
nearly 7.5 million, and spent an estimated $385 mil
lion, nearly 15% of the District of Columbia’s 1962 
personal income. Studies show that the initial ex
penditures of visitors to the nation’s capital are 
divided about one-fourth to hotels and motels, a little 
more than one-fourth to restaurants, about one-fifth 
to retail stores, with the remainder distributed among 
miscellaneous travel and entertainment activities. A d 
vance estimates place total tourist expenditures for
1963 in excess of $400 million, a new record.

VIRGINIA OFFERS VARIETY The tourist trade looms 
large in Virginia and North Carolina because of the 
great variety of recreational opportunities these states 
offer. A  survey o f attendance at Virginia’s principal 
tourist attractions shows a rise o f more than 4%  
between 1961 and 1962. A s a guide to the growth 
of tourism generally, this figure is probably low be
cause many of the more popular attractions recorded 
increases as high as 20% . The relatively low average 
resulted in part from a drop in attendance at a few 
locations which in 1961 featured special Civil W ar 
Centennial events such as the re-enactment of the 
Battle of Manassas.

Another survey indicated an increase of 2% in 
utilization of tourist accommodations between 1961 
and 1962 and a gain of 6%  in business transacted by 
a sample of commercial tourist attractions. A ccord 
ing to a special survey of out-of-state cars made by 
the Virginia Department of Highways in 1959, 33 
million visitors in over 14 million cars toured Virginia 
in that year and spent a total of $237 million. A p 
plication of a reasonably conservative growth rate

(4 %  per year) to these figures suggests a 1962 level 
of out-of-state tourist expenditures between $270 
million and $280 million, or roughly 3%  of the state’s 
total personal income.

NORTH CAROLINA RICHLY ENDOWED North Caro
lina shares extensive shoreline attractions with M ary
land, Virginia, and South Carolina. Like other 
areas of the Fifth District, the Tar Heel State p ro
vides a wide variety of historical, educational, eco
nomic, and recreational facilities of interest to visitors. 
In the opinion of many tourists, North Carolina’s par
ticular distinctiveness is found in its mountains. 
Here the Appalachian ranges rise to their greatest 
height, and their rugged contours include the highest 
peaks in the United States east of the Mississippi.

Expenditures of out-of-state travelers in North 
Carolina during 1962 have been estimated at $270 
million. This figure was moderately in excess of 3%  
of total personal income, about the same as in V ir 
ginia. The figures also reveal a good rate o f growth ; 
up 6%  over 1961 and almost three times the level of 
15 years earlier. An additional $175 million esti
mated as spent by Tar Heels traveling in their own 
state raises total travel expenditures to about 8%  of 
all retail trade and service industry receipts. O ut-of- 
state visitors numbered about 26 million in 1962, an 
increase of 5%  over the previous year.

SOUTH CAROLINIA'S SPECIAL APPEAL The Pal
metto State has some distinctive features not shared 
by other Fifth District states. The transition to a 
subtropical climate begins there, endowing South 
Carolina with unusual varieties of floral displays, and 
making it attractive to tourists all year around.

About 11 million out-of-state visitors toured South 
Carolina during 1962. Their total expenditures were 
estimated at $128 million, which was between 3%  and 
4%  of personal income and about 6% of the state’s 
total retail business. This figure represents a gain of 
7%> over the 1961 level and is nearly three times 
tourist trade receipts 15 years ago. The additional 
$82 million estimated as spent by South Carolinians 
traveling in their own state brought total tourist ex 
penditures to about $210 million.

Tourism is clearly increasing its contribution to 
economic growth in the Fifth District. The informa
tion currently available probably reflects with rea
sonable accuracy rates of growth in regional im
portance. Comparisons between states will gain 
significance as new sources o f data are developed.
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THE FIFTH DISTRICT

Business in the Fifth District began 1963 at record 
levels and has moved slowly but steadily ahead. The 
uptrend so far this year is clearly visible in most 
major statistical series. The seasonally adjusted 
bank debits series, at a record level in January, 
reached new highs in A pril and July and in the latter 
month was 8%  above its January level.

EMPLOYMENT AND FACTORY MAN-HOURS Sea
sonally adjusted nonfarm employment gained a little 
every month this year, but not until July did the 
cumulative rise exceed l fb .  Gains after seven months 
amounted to around 1%  in durable manufactures, 
trade, and government, and about 2°J0 in construction, 
services, financial enterprises, and transportation, 
communications, and public utilities. A t the ex 
tremes, mining employment rose nearly 5°/o over the 
period while jobs in nondurable goods industries 
showed little change.

Factory man-hours, seasonally adjusted, moved 
more irregularly than nonfarm employment in the 
first seven months and showed a smaller net advance. 
All groups of durable goods industries except elec
trical machinery and stone, clay, and glass products 
scored gains. July changes accounted for the man- 
hours decline in electrical machinery and the advance 
in lumber and w ood products. A m ong nondurables, 
slight declines in paper and the knitting sector of 
textiles were more than offset by small gains in other 
lines. In the chemical industry, July man-hours were 
virtually the same as in January. July figures, the 
latest available, showed small reductions in man-hours 
for most nondurable goods industries and small gains 
for most durables.

NEW MINIMUM SPOTLIGHTS W AGES A s provided 
in the minimum wage law enacted over two years ago, 
the wage floor for many employees will be raised this 
month to $1.25 an hour. Some actions were taken 
during the summer to anticipate the change. For 
instance, certain furniture makers increased wage 
rates ahead of the deadline and also made selective 
price increases to help cover the higher costs. In
dustries affected by the new minimum may find their 
entire wage structure moving upward to maintain the 
differentials needed for providing incentive, recog
nizing seniority, and rewarding productivity.

W age rates are, of course, prices paid for labor and 
are related closely to basic supply and demand forces 
in markets for particular kinds o f labor. For jobs 
requiring little specialized training or experience, the 
supply may be relatively large and the wage rate 
relatively low, as in retail trade where national hourly 
earnings of sales personnel averaged $1.75 in 1962. 
If skill and experience requirements or other factors 
limit the supply, wages are likely to be higher, as in 
the construction industry where the typical produc
tion worker in 1962 earned $3.29. In markets 
characterized by some degree of organization among 
employees or employers, the relative strength of 
bargaining positions may exert the most important 
immediate influence on wage rates.

W AGE DIFFERENTIALS W ages vary geographically 
as well as industrially. In most cases, both geo
graphical and industrial differentials can be traced 
partly to basic supply and demand factors and partly 
to disparities in bargaining strength. Earlier in this 
nation’s history, when both knowledge of distant em
ployment opportunities and ability to migrate were 
more restricted, regional differences were far greater 
than they are now. Today workers receive much the 
same pay rates for comparable wrork in all parts of 
the country. Thus, straight-time hourly earnings of 
machine-tool operators in machinery manufacturing in 
the spring of this year were $2.34 in Boston, $2.41 
in Baltimore, and $2.44 in Los Angeles.

Variation in industrial composition is the principal 
cause of regional differences in wages. Thus in 1962 
average hourly earnings in manufacturing were $1.64 
in North Carolina and $2.55 in W est Virginia. 
Relatively low-wage nondurable goods industries 
dominate North Carolina manufacturing and, in ad
dition, the state’s chief durable goods are of the low 
value-added variety. Local rates, for example, 
average $1.60 per hour in textiles, $1.50 in furniture, 
and $1.40 in lumber. In W est Virginia, on the other 
hand, durable goods industries are more numerous, 
and the dominant industries in both durables and non
durable goods categories fall near the upper end of 
the wage spectrum. W est Virginia features metals 
and metal-working, paying locally about $3.10 per 
hour, and chemicals, where hourly pay rates average
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AVERAGE HOURLY EARNINGS OF PRODUCTION WORKERS 
IN MANUFACTURING INDUSTRIES

U. S. 5th Dist. Md. D. C. Va. W. Va. N. C. S. C. Primary Furniture Lumber Textiles Chemicals Cigarettes
Metals

close to $3.00. Variations in average hourly earn
ings o f manufacturing production workers both w’ithin 
the Fifth District and between the District and the 
nation, shown in the left-hand chart at the top of the 
page, are due mainly to differences in industrial 
composition.

The right-hand chart shows 1962 average hourly 
earnings in selected industries, actual for the United 
States and estimated for the Fifth District. These 
comparisons illustrate howr differences in product 
specialization within an industry can influence re
gional wage differentials. F or example, the national 
average hourly rate in the lumber and wood products 
industry is very close to $2.00, while the Fifth District 
figure is around $1.40. Pay rates are higher in the 
North and Northwest, which concentrate more 
heavily than the District on production of finished 
and specially processed lumber and lumber products.

INTRA-IN DUSTRY DIFFERENTIALS In connection 
with the minimum wage increase, wage scales within 
particular industries are particularly interesting. In
dustry wage surveys released from time to time by the 
Bureau of Labor Statistics provide the basis for the 
comparisons presented here.

A  June 1963 survey of sawmills and planing mills 
in the South (from  Virginia westward to Texas and 
Arkansas) indicated average hourly pay of $1.25. 
According to the survey, 70%  of all production 
workers in these establishments earned less than 
$1.25 per hour, 19% earned between $1.25 and $1.50, 
and only 3%  earned $2.00 or more.

In the apparel industry in 1962, national average 
hourly pay for production workers was $1.67. A  
Bureau of Labor Statistics survey of the work 
clothing segment of this industry in the spring o f
1961 showed hourly earnings averaging $1.24 na
tionally and $1.19 in the Southeast. A t that time 
68%  of the surveyed workers in the Southeast re
ceived less than $1.25 per hour as against 60%  o f 
those in the national survey.

A n April 1962 survey o f the footwear industry 
revealed average hourly production worker earnings 
of $1.64 nationally and $1.47 in the Border States 
(Delaware, District of Columbia, Maryland, V ir 
ginia, W est Virginia, and K entucky). The distribu
tion showed 26%  of these workers below the $1.25 
mark nationally and 36%  in the region specified.

Other surveys taken at various dates in 1961 and
1962 indicate sizable numbers o f workers in other 
important lines under the $1.25 minimum. In the 
dyeing and finishing area o f the textile industry, for 
example, 9 %  of surveyed workers in the Southeast 
and 6%  in the nation were in this category. In the 
related hosiery sector the figure was 36%  for the 
Southeast and 35%  for the nation. The new mini
mum wage will apparently have a stronger impact in 
the South than in other parts o f the country.
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THE FIFTH DISTRICT

In the industrial economy of the Fifth Federal Re
serve District the importance of textiles is as plain 
as the red brick mills that dot the green landscape. 
In coastal areas of South Carolina the industry is of 
little significance. But moving northward, especially 
through the lower Piedmont, its importance rises 
sharply, reaching a peak in North Carolina, and 
tapering off again to nominal significance in northern 
parts of the District. W hile there is little need to 
bring in published data merely to add emphasis, 
statistics are useful to highlight the industry’s many 
interesting features.

Distribution By States In South C arolina ’s in
dustrial directory, textile mills occupy more than 
seven of 65 pages, with some 55 names on each page. 
Firms in closely related lines— apparel, textile ma
chinery and machine parts, synthetic fibers, chemicals, 
and dyes— fill many additional pages. Statistics for 
1962 show 134 thousand South Carolinians on textile 
payrolls, more than one-fifth of all nonfarm employ
ment in the Palmetto State and over half of manu
facturing employment. Jobs and income generated in 
textile-related activities further magnify the indus
try’s local significance.

Textile mills are most numerous in North Caro
lina’s Piedmont region. In the Tar Heel State’s in
dustrial directory, textile plants fill 42 o f the 200 
pages that list the state’s manufacturing establish
ments, with 25 names on each page. The directory 
also lists many makers of apparel and related prod
ucts and many machinery and chemical manufacturers 
serving primarily the textile business. Jobs in the 
textile industry proper averaged 227 thousand in
1962, nearly half of all Tar Heel manufacturing em
ployment and almost one-fifth of all jobs in nonfarm 
businesses. North Carolina’s textile complex is con
siderably larger than South Carolina’s, but the in
dustry’s relative importance as a source of employ
ment and income is slightly smaller.

Though not on a par with the Carolinas, Virginia's 
textile industry is substantial. In the Old Dominion, 
textile firms typically employed around 37 thousand 
during 1962, one in every eight factory workers and 
one of every twenty-nine nonfarm wage and salary

employees. By contrast, the combined textile em
ployment of W est Virginia and Maryland amounts 
to little more than four thousand.

Regional and National Status In the Fifth D is
trict as a whole in 1962, textiles provided more than 
one-fourth of the manufacturing jobs and one-twelth 
of all nonfarm wage and salary employment. Textile 
jobs in the entire nation number little more than twice 
the Fifth District total. Nevertheless the industry’s 
national significance is considerable. Nationally in
1962, the industry’s 903 thousand workers accounted 
for one o f every 19 manufacturing employees and one 
of every 62 nonfarm wage and salary workers. Four 
cents of every manufacturing income dollar and one 
cent of every national income dollar originated in 
textile manufacturing. Enterprises supplying the do
mestic textile industry, furthermore, represent many 
more thousands of jobs and millions o f income.

Textile Trends Differ Since W or ld  W a r II tex 
tile production has increased, but the rise has been 
considerably smaller than in most other manufac
turing industries. In textiles, contrary to manufac
turing trends generally, both prices and employment 
have declined. The postwar downtrend in manufac
turing profits was more pronounced in textiles than 
in most other lines. W hile the profit slide flattened 
out after 1958, after-tax profit rates on sales in tex
tiles have recently been about half the average for 
all manufacturing.

In the face of dwindling profits, textile producers 
spent less and less on new plant and equipment in 
the early and middle 1950’s. Intensified competition, 
both foreign and domestic, stimulated research efforts, 
however, and after 1958 investment outlays began to 
rise, chiefly for more efficient and more versatile 
equipment. W ith the handwriting on the wall, textile 
plant and equipment outlays have risen every year 
since then except for a slight drop in 1961.

Rising Efficiency B etw een 1947 and 1962 na
tional employment in textiles fell almost one-third 
while textile mill output, measured by the Industrial 
Production Index, rose more than one-third. Cur
rently rising outlays for new plant and equipment ap-
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pear to confirm these trends at least for the next year 
or two. Outlays last year just about matched the 
postwar record (1948) and will reach a new high 
this year. Investment in 1963 will be about twice as 
great as in 1959 and three times the 1958 figure which 
marked the postwar low. Wholesale prices, fairly 
stable for several years, have recently shown some 
inclination to rise. Efforts to control costs appear to 
be succeeding, and profit margins, although still well 
below the average for other manufacturing industries, 
have inched upward.

International Aspects Problem s facing  the tex 
tile industry have important international overtones. 
Imports of textiles and finished textile products 
have trended steadily upward, and textile exports 
have declined. A  number of new developments in 
automated equipment, special processes, and new 
fibers have originated in foreign countries. Recently 
attention in this country has been focused principally

on tariff negotiations to restrict imports and on the 
so-called two-price cotton situation, which enhances 
the competitive advantage of foreign producers. 
Foreign users can buy American cotton eight cents 
per pound cheaper than American users. Originally 
designed to encourage raw cotton exports, this eight- 
cent export subsidy has now become an important 
issue in the competitive struggle between domestic 
and foreign producers and has caused some shifting 
domestically from cotton toward synthetics, although 
the former remains the m ajor raw material.

A  glance at the figures lends needed perspective to 
these trends. Detailed statistics on some parts of this 
large and diverse industry are limited so that gener
alizations applying to all its phases are difficult to 
formulate. Certain sectors, however, can be covered 
quite adequately. In cotton textiles, for instance, do
mestic production in 1962 was nearly 11 billion square 
yards. Cotton textile exports in the same year 
amounted to 415 million square yards, and imports 
reached 464 million square yards, exceeding exports 
by 12% . Exports in 1962 were 3.8%  of production 
and imports were 4 .2% . These figures, however, do 
not take account of trade in apparel and other articles 
made of cotton fabric. W ith the help of special con
version factors developed by the Department of Com 
merce, the square-yard equivalent of such items im
ported has been estimated at some 700 million square 
yards. This brings the cotton goods imports figure 
to 11.5% of domestic production.

These trends appear to be well established in the 
record of the recent past, but could be sharply altered 
by any o f a number o f developments. Cotton textile 
production was only 4 %  higher in 1962 than in 1952 
in contrast to a 23%  gain in textiles generally; and 
the cotton trend has been downward since 1959. Dur
ing the same decade exports of cotton textiles dropped 
45%  and imports, not counting the square-yard 
equivalent of miscellaneous manufactured items, in
creased about twelvefold. If imports can be checked 
while further cost reductions are achieved through 
current investment and possibly also through elimina
tion of the two-price system, more favorable trends 
may be expected in the future.
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THE FIFTH DISTRICT 4 K

Halfway through the fall season, business statis
tics continue to show rising levels o f activity in the 
Fifth District. A s always, there are some departures 
from the prevailing trend. Toward the end of O c
tober, gross income from flue-cured tobacco, a signi
ficant source o f spending in some parts of the Dis
trict, was about 14% behind last year. A ccording 
to recent indications, the final figure will probably be 
some $70 million, or 9 % , lower than last year. Sea
sonally adjusted department store sales dropped rath
er sharply in October. The series reached a record 
level in August and declined only slightly in Sep
tember. Signs o f weakness other than these, how 
ever, are hard to find. In fact, the evidence is clearly 
weighted in the other direction.

On High Ground W ith  the exceptions noted 
above, virtually all important sectors o f District busi
ness show strength. Seasonal adjustments, which 
reflect average timing and magnitude of seasonal vari
ations over several years, do not always provide the 
correction appropriate for a particular year. But 
even taking this into account, the improvement in 
business indicators this fall is too extensive to be 
the result of seasonal influences only. W ith Federal 
employees accounting for one-tenth of the District’s 
nonfarm workers, military pay increases in effect 
since October 1 and the civil service pay hike sched
uled for January 1 represent important additions to 
income in the District. If these are not offset by de
clines elsewhere, the resulting gains in personal in
come will tend to brighten already favorable prospects 
for retail trade over the holiday season.

In the District, seasonally adjusted bank debits, 
a broad but volatile indicator, reached an all-time 
high in July, dropped rather sharply in August but 
rose again in September almost to the July level. 
The cumulative rise since the April 1961 recession 
low now amounts to 27% , slightly larger than the 
increase between the 1958 low and the early 1960 
high, and distinctly larger than any gain achieved 
in three consecutive calendar years since the period 
from 1954 to 1957.

In contrast to bank debits, increases in seasonally 
adjusted nonfarm employment have been for the most 
part slow but steady. A  barely measurable net de

cline in September marked the first dip in District 
employment since April 1961. In the interim, monthly 
increases ranged from 0.1%  to 0 .5%  except for N o
vember and December of 1962 and March o f the cur
rent year, when no significant change occurred. A u 
gust improvements in nonfarm employment were 
marked by 0 .3%  gains across the board, but mixed 
conditions reappeared in September with small de
clines in nondurable goods manufacturing, mining, 
construction, trade, and services. District nonfarm 
employment is currently more than 8%  above the 
early 1961 recession low. During the previous cycli
cal upswing, April 1958 through May 1960, the gain 
in nonfarm employment amounted to 7 % . Prior to 
the present period o f growth, no three consecutive 
calendar years have produced a gain in nonfarm em
ployment as large as 8%  since 1954-1957.

Over 380,000 workers have been added to 
Fifth District nonfarm payrolls since February 1961 :
100.000 in Maryland, 49,000 in the District o f Co
lumbia, 104,000 in Virginia, 4,000 in W est Virginia,
82.000 in North Carolina, and 41,000 in South Caro
lina. Relative gains in the various states so far come 
to 12% in Maryland, 9%  in the District of Columbia, 
10% in Virginia, 1% in W est Virginia, and 7%  in 
both North Carolina and South Carolina.

Man-Hours Recently Unchanged Seasonally ad
justed factory man-hours reached an all-time high 
for the District in M ay of this year, declined slightly 
in June and have since remained almost unchanged. 
A  further slight decline occurred in September largely 
because of a sharp cutback in tobacco manufacturing 
and smaller reductions in some metals and machinery, 
transportation equipment, paper, and printing. Tem 
porary declines have occurred several times since 
early 1961, but the trend has remained generally 
upward and the over-all gains are significant: 10%  
for the District as a whole, 14% in Virginia, 13% 
in South Carolina, 11% in North Carolina, 8%  in 
the District of Columbia, 7%  in W est Virginia, and 
6%  in Maryland.

Builders Busy T he construction  business con 
tinues to contribute strength and stability to the Dis
trict economy. Seasonally adjusted construction em
ployment rose almost without interruption after the

11
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

November 1963



CIGARETTE OUTPUT AND CONSUMPTION TOBACCO LEAF PER 1,000 CIGARETTES
Pounds

1950 1953 1956 1959 1962

February 1961 low, reached a new high in August 
with a cumulative gain of more than 17% , then re
ceded slightly in September. Contract awards ap
proached record levels in May and have remained 
close to these levels ever since. Strength has been 
uniformly distributed among commercial, industrial, 
and residential categories. Seasonally adjusted build
ing permits advanced to a new high in September, 
rising sharply from already high levels.

Uncertainties Mark Tobacco Business D espite 
uncertainties generated by unfavorable publicity, cig
arette sales continue to climb. Last year’s decline 
in per capita consumption was widely regarded as a 
possible turning point in this steadily rising trend, 
but preliminary 1963 figures suggest a resumption of 
the uptrend strong enough to set new records. This 
year’s domestic purchases of cigarettes are now ex
pected to equal 4,005 for every citizen 15 years of 
age or over, or 11 cigarettes per person per day. Post
war trends in total production and in total and per 
capita consumption are shown in the chart at the 
head of this column. Growth in the total figures 
has been steady at about 3.4%  per year since the 
early 1950’s. This year’s gains are a bit below the 
average, 2.7%  in production and 2.9%  in consump
tion. The consumption data include shipments to 
armed forces overseas. Other exports account for 
the margin of production over consumption.

Recent statistics indicate that Fifth District pro
ducers account for 83%  o f the nation’s cigarette out
put, and yet cigarette manufacturing accounts for less 
than 2%  of total Fifth District factory man-hours. 
Random fluctuations in cigarette production are fre
quently so large from month to month that growth 
and the effects of the business cycle are difficult to 
recognize over short periods of time. Rising with 
the national trend, Fifth District cigarette production 
reached an all-time high in May, declined in June, 
returned almost to the May level in July, and has 
continued close to these high levels ever since. This 
year’s District cigarette production so far exceeds last 
year’s by 2.8% .

The amount of leaf tobacco to make a given 
number o f cigarettes has declined since 1953, as 
shown in the chart above. About nine-tenths of 
the tobacco used in domestic cigarettes originates in 
this country and only one-tenth abroad. The vise of 
domestic leaf tobacco in cigarettes has been declining, 
however, while imported varieties have increased. 
Cigarettes require less leaf tobacco than formerly be
cause filters and new processes permit the cigarette 
filler to include stems and tobacco particles not form 
erly used and because the column o f tobacco is shorter 
in a filter cigarette than in a nonfilter type. M ore 
of the aromatic foreign varieties are used to maintain 
the flavor o f the filtered smoke.
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THE FIFTH DISTRICT

Figures currently emerging from  various statis
tical assembly lines clearly show continued progress 
in most sectors o f Fifth District business. M ore 
recent evidence— the far less comprehensive “ sea
sonally unadjusted” kind gleaned from  business 
news, statements o f industry spokesmen, and various 
other sources— suggests that the uptrend is still in 
force as November ends and December begins.

There is strength in the District’s m ajor manu
facturing industries, in construction, service enter
prises, trade, mining, and most other activities. 
Unemployment remains low compared to the rest 
o f the nation and to District levels in previous years. 
Comprehensive indicators reflect continued growth as 
bank debits remain close to the peak while nonfarm 
jobs and factory man-hours stand at all-time highs.

The one clear exception is agriculture, where 
receipts from  flue-cured tobacco sales continue to 
run some 9%  lower than a year ago. A  few  other 
developm en ts— low er average levels o f  c o n 
tract awards and automobile registrations, and un
evenness in retail trade, for instance— temper the gen
eral aura o f strength. W hile it is premature to as
sess the significance of these developments, it may 
be noted that similar spotty evidences of weakness 
have, on earlier occasions, disappeared.

Jobs and Man-Hours Set Records In O ctober, 
seasonally adjusted nonfarm employment rose 0 .3%  
to a new high. Jobs increased in both durable and 
nondurable goods factories and in all nonmanu
facturing sectors except services where a slight de
cline occurred. October employment figures set rec- 
cords in durable goods manufacturing, in contract 
construction, in trade, in finance, insurance, and real 
estate establishments, and in government. The sharp
est gains, however, occurred in construction, mining, 
and the production o f nondurables.

W ith employment rising, unemployment has re
mained relatively low. W eekly rates o f insured un
employment in October averaged 2.3%  in Maryland, 
1.4% in the District o f Columbia, 1.0% in Virginia, 
3.7%  in W est Virginia, 2.5%  in North Carolina, 
and 2 .7%  in South Carolina, compared to 3.1%  for 
the nation. Labor force estimates o f total unem
ployment, available for all District states since

January 1962, also show local rates consistently be
low the national except in W est Virginia. In 
September, the latest month for which these data 
are available, unemployment equalled 7 .5%  o f the 
W est Virginia labor force and ranged from  2.5%  
to 4 .0%  in other District states compared to 4 .8%  
for the nation as a whole.

Seasonally adjusted factory man-hours, by virtue 
o f the strongest gain since May, also reached a new 
high in October. Progress was not universal, how
ever, as somewhat mixed conditions resulted in a 
small decline in durable goods man-hours partially 
offsetting a healthy rise in nondurables. Industries 
reporting man-hour reductions included nonelectrical 
machinery, lumber, cigarettes, and to a lesser extent, 
fabricated metals, food , and printing. Advances were 
most vigorous in textiles, apparel, transportation 
equipment, and primary metals. Business is particu
larly rosy for District furniture makers, preparing to 
wind up a second record-shattering year, and al-
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though textiles face a web of uncertainties, demand is 
strong, prices firm, and production high.

Strong But Variable Bank debits reached the 
same record level in July and September, then 
settled back slightly in October. On a ten-month 
basis, this year’s debits exceed last year’s by 7.6% •

District business failures increased in September 
although the trend over the year has been generally 
downward and failures in the first nine months 
were 10% lower this- year than last. The trend in 
current liabilities o f business failures has also been 
downward this year, but the total for the first nine 
months was 3.9%  higher than in 1962. New business 
incorporations were weaker than usual in August and 
September, but earlier strength produced a 1.2% 
nine-month gain over last year.

Following five record months, new passenger car 
registrations declined more than seasonally in August 
and September. W ith three quarters o f the year 
accounted for, 1963 is running 15% ahead o f 1962 
and 40%  ahead of 1961.

Construction C onstruction , one o f the D istrict's  
most enduring sources o f strength, has recently de
veloped a few  uncertainties. Nevertheless, most 
measures of District building activity continue to 
show improvement, as the charts indicate. For ex 

ample, the total value of contracts rose steadily dur
ing the early part of the year and were, after nine 
months, 7%  higher this year than last.

These totals hide some conflicting trends. In the 
category o f public works and utilities, where con
tracts are likely to have prolonged impact on the 
general economy, award values rose 40%  in 1962, but 
on the basis o f nine months’ data, dropped 17% 
this year. Reassuringly after two rather slow months, 
these awards rose again in September. In view of the 
earlier weakness, however, the District economy will 
receive less support from  this source a year or so 
hence unless these awards continue to rise.

Nonresidential awards, largely new industrial and 
commercial buildings and expansions which include 
a good number o f sizable projects, followed a 
somewhat different course. Here award values de
clined 4 %  in 1962 then achieved year-to-year gains 
averaging 18% over the first nine months o f 1963. 
A s with public works and utilities, May and June 
were the busiest months so far this year, and Septem
ber showed a good rise after two months of decline.

1  he trend in residential awards has continued 
upward over the past three years but, as the chart 
o f residential building permits shows, the strength 
lies in multifamily dwellings not in single family 
houses. On the basis o f nine months’ data, total 
residential awards are running 15% ahead o f last 
year. Single family dwellings have increased only 
slightly since 1960 and are still well below 1959 levels. 
Although some fears have been expressed lest con
struction o f apartment houses exceed potential de
mand, there is little evidence that this is a significant 
danger as yet.

Agriculture G ross returns from  D istrict flue- 
cured tobacco sales are running about $70 million 
( 9 % )  below last year. Despite this, markets in the 
Eastern North Carolina Belt recently closed with 
gross sales 2%  higher than in 1962 due to 4%  
more volume with prices 2 %  lower. Total cash 
receipts o f District farmers for nine months o f 1963 
were 5%  below 1962 compared to a 1% decline 
nationally. W ith 1964 acreage allotments on flue- 
cured tobacco cut 10% , prospects for a return to 
farm income levels o f recent years remain uncertain.
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THE FIFTH DISTRICT

BANKING SUMMARY, 1963

The year 1963 was an eventful one for F ifth  
District banking. It was marked by continued growth 
in bank credit, important shifts in the composition 
of earning assets held by banks, and rapid growth in 
time and savings deposits. More significant from the 
long run viewpoint, perhaps, were the numerous 
changes in banking structure during the year.

Healthy Growth in Bank Credit The most 
readily available information on changes in bank 
credit in the District is provided by data for the 
nineteen member banks that report weekly. W hile 
experience of these banks, the District's largest, is 
not necessarily identical to that of all District banks, 
they account for a sizable fraction of total loans and 
investments, and their experience is fa irly  repre
sentative of District banking as a whole.

Total loans and investments of District weekly 
reporting banks increased almost 5% in 1963. W hile 
this was a healthy growth, it failed to match the 6.6% 
gain achieved by weekly reporting banks throughout 
the United States and was less than the 6.3% expan
sion for District weekly reporters in 1962.

In addition to the overall increase in bank credit 
last year, there were significant changes in the com

position of earnings assets of District weekly report
ing banks. F irst, a substantial expansion in gross 
loans was accompanied by a sizable reduction in total 
investments. This is in marked contrast to experi
ence in 1962 when gross loans increased almost as 
much as they did last year, but total investments 
also increased. Second, real estate loans and con
sumer loans grew more rapidly than gross loans, 
and although total investments declined, holdings of 
municipal securities rose sharply.

These changes in the composition of assets reflect 
increased pressure on bank reserves and efforts by 
weekly reporting banks to acquire higher yielding 
assets to offset the increased cost associated with the 
growth of time and savings deposits and with higher 
rates of interest on such deposits.

Loan Demand Strong The 9.5% increase in 
gross loans at District weekly reporting banks last 
year was one of the largest in recent years. It fell 
short of the gains achieved by weekly reporting 
banks throughout the United States, however, and 
was only slightly ahead of the gains realized in 1962.

Among specific loan categories, real estate loans 
showed the most spectacular growth, a whopping 
20.5% increase. This was the best gain in recent 
years, surpassing by a wide margin the impressive

CHANGES IN LOANS, INVESTMENTS, AND DEPOSITS
WEEKLY REPORTING MEMBER BANKS

(%  Change)

Fifth District United States
January 2, 1963- January 3, 1962- January 2, 1963-
January 1, 1964 January 2, 1963 January 1, 1964

Gross Loans 9.5 9.3 10.0

Commercial and Industrial Loans 8.8 5.9 9.7

Real Estate Loans .......................... ............................................  20.5 16.6 15.2

All Other (Primarily Consumer) Loans 11.3 10.8 10.8

Total Investments .....................................................................................  — 2.8 1.6 0.5

U. S. Government Securities — 10.9 -  2.2 - 1 0 .4

Other Securities ..................................... ............................. ...................  21.8 15.1 22.9

Total Bank Credit ............... .......... 4.9 6.3 6.6

Demand Deposits ................................................................  .................  2.5 5.0 2.2

Time Deposits ...............................................................................................  15.6 15.2 17.5
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16.6% gain in 1962 and the 15.2% growth for the 
U. S. weekly reporting banks in 1963.

A ll other (p rim arily consumer) loans also dis
played strength, but the gain in this category was 
short of the record in recent years. The 11.3% 
growth in these loans last year exceeded the 10.8% 
realized in 1962. U. S. weekly reporting banks had 
an increase of 10.8% last year.

Demand for business loans at District weekly 
reporting banks remained strong in 1963. Their 
8.8% growth exceeded the 5.9% gain in 1962, but 
failed to equal the performance of weekly reporters 
throughout the country. Grow'th in these loans lagged 
behind the expansion in gross loans, with a resulting 
small decline in their relative importance.

Significant Shifts in Investments L ast y e a r  w as 
the first year since 1959 in which the total invest
ments of District weekly reporting banks declined. 
The year 1959 was one of substantial economic 
expansion and the strong loan demand put pressure 
on the resources of commercial banks which re
sulted in a sizable reduction of investments. In 1963. 
for the first time since early 1960, banks experienced 
some pressure on reserves and once again invest
ments were reduced. The reduction for District 
reporters last year, however, was relatively small, 
amounting to 2.8%.

The decline in total investments was less significant 
than shifts within investment portfolios. The most 
noteworthy was a sizable reduction in holdings of 
U. S. Government securities and a sharp rise in other 
securities, m ainly municipals. Other securities have 
been rising for several years and at the end of 1963 
represented 31.0% of total investments of District 
weekly reporting banks. This compares with 18.7% 
at the end of 1960 and 24.8% at the end of 1962. 
As the accompanying table shows, changes in the 
investment portfolios of U. S. weekly reporting 
banks in 1963 closely paralleled those of District 
weekly reporters, except that increases in other se
curities held by U. S. weekly reporters slightly 
exceeded declines in Governments.

The decline in the relative importance of Govern
ments was accompanied by an extension of their 
average maturities. Governments with less than one 
year to m aturity fell from 21.7% of total investments 
at the end of 1962 to 15.6% at the end of 1963.

Deposits C hanges on the liab ility  side of bank 
balance sheets were closely related to the changes 
in earning assets, not only quantitatively but also in 
terms of the structure of liabilities. As the accom

panying table indicates, the growth in demand de
posits at District weekly reporters in 1963 wras only 
half that of the preceding year. Time and savings 
deposits, on the other hand, recorded a third straight 
year of rapid expansion.

As a result of these changes, time and savings 
deposits at all D istrict member banks rose from 
30.1% of total deposits in December. 1961, to 32.6% 
in December, 1962, and 34.6% in December, 1963. 
Coupled with rising interest rates on these deposits, 
this rapid growth has significantly increased the cost 
of bank funds.

There is little doubt that the higher costs of funds 
has induced many bankers to seek more remunerative 
outlets for these funds and this has been at least part
ly responsible for many of the changes in asset struc
ture described above. There is also little doubt that 
changes in the composition of assets have reduced 
bank liquidity, but at the same time the increase in 
the relative importance of savings deposits has re
duced liquidity needs of the banks.

Fewer Banks But More Offices C hanges in 
District banking structure in 1963 resulted in a 
reduction in the number of banks and an increase 
in the number of banking offices. This type of 
change has characterized banking in the United 
States for many years, but the changes in the Dis
trict last year were unusually numerous.

New banks organized in F ifth  District states in
1963 totaled 19, of which 12 were national banks 
and 7 state banks. At the same time, there were 41 
bank mergers, with a net reduction of 22 in the 
number of banks in the District. State nonmember 
banks were reduced in number by 14. state member 
banks declined by 5, and national banks by 3.

Banking offices, on the other hand, increased by 
170, mainly as a result of the opening of 157 new 
branches. The 19 new banks organized during the 
year added to the total of banking offices, but 5 
branches were discontinued and one banking office 
was eliminated as the result of a merger.

Among District states, V irg in ia ’s banking system 
experienced the greatest change with 8 new banks,
20 mergers, and 46 new branches. In North Caro
lina one new bank wras chartered, 56 new branches 
established, and 6 mergers completed. Three newr 
banks were organized in South Carolina, 7 mergers 
were consummated, and 21 new branches established. 
M aryland had 5 new banks, 8 mergers, and 30 new 
branches. The District of Columbia gained 2 new 
banks and 4 new branches, while one branch was dis
continued. There wrere no changes in W est V irgin ia.
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THE FIFTH p r ™ ' ~

The District economy seems to be perform ing 
distinctly better than usual for this time of year 
despite a few uncertainties. For one, the latest 
efforts to separate fact from fiction regarding to
bacco’s effects on health have placed some restraint 
on activity in this important industry. For another, 
textile manufacturers remain in doubt respecting the 
important two-price cotton issue and the extent to 
which textile products w ill be involved in forth
coming tariff revisions. Both the tobacco and the 
cotton questions will affect farmers, whose 1963 
cash receipts were down a little from 1962 and who 
face a 10% cut in tobacco allotments this year. None 
of these factors, however, or occasionally severe 
weather in parts of the District, has substantially 
affected key business indicators for the District.

Business A t Record Level In the D istrict, as in 
the nation, February marked the th irty-sixth succes
sive month of expansion. As a result of the sustained 
uptrend, District business, as reflected in the usual 
data, is at an all-time high. The advance has been 
comprehensive both geographically and industrially. 
Most sections of the District have continued to show 
gains, as have most m ajor business sectors.

Recent performance of District business indi
cators suggests that the current uptrend retains 
considerable vigor despite its advanced age. Season
ally adjusted bank debits in January, while slightly 
below the December 1963 peak, were 6% above a 
year ago. Other banking series have followed normal 
seasonal patterns, but at all-time high levels. Gross 
loans of weekly reporting member banks fell less 
than seasonally in January  and turned up again in 
the first week of February, some weeks earlier than 
usual. Business and consumer loans at these banks 
were moderately strong over the first six wreeks of 
the year, while real estate loans continued to expand 
in line with the rapid 1963 pace.

Seasonally adjusted non farm employment has in
creased steadily since September. Gains have been 
widespread in each month, with intermittent declines 
affecting construction, services, mining, trade, and 
nondurable goods manufacturing.

A Boost From Construction C ontract construc
tion employment decreased more than seasonally in

January but has otherwise displayed unusual resist
ance to seasonal declines. Builders have plenty of 
work and are almost certain to remain as busy in the 
months ahead as weather and availab ility of men 
and m aterials permit. Contract awards reached 
record volume in 1963, surpassing the 1962 figure 
by one-sixth and the 1961 total by one-third. Awards 
were strong in all categories, but residential awards 
showed the most improvement.

The surge in residential building has been a 
major factor in the improved market conditions 
noted recently in the lumber business. Large indus
trial buyers and railroads have also stepped up 
orders, and some retail lumber dealers have begun 
building inventories in anticipation of heavy volume 
in the spring and summer.

The job of equipping new buildings is expected 
to give added support to the already brisk demand 
for both home and commercial furnishings. This 
promises yet another good year for the D istrict’s 
furniture industry, which for two consecutive years 
now has been operating close to an expanding capac
ity. Since furnishings include upholstery materials, 
rugs, draperies, and a variety of other fabrics, the 
textile industry also stands to benefit. Considering 
the uses that modern builders and furnishers make 
of a wide variety of other materials and equipment, 
many of the District's m anufacturing industries have 
a stake in the optimistic outlook for construction 
and housing nationally.

Cigarette Production Slows R ecent changes in 
the demand for cigarettes and other tobacco products 
have been well publicized. Recognizing these changes, 
cigarette companies in early February announced 
production cutbacks for most plants, from the nor
mal five-day week to four days and in some cases to 
three. Seasonally adjusted cigarette factory man- 
hours have fallen every month but one since last 
summer. These declines, however, have been more 
than offset by gains in other sectors which raised 
total factory man-hours and man-hours in nondura
bles every month in 1963’s final quarter. Small de
clines in man-hours occurred in most of the District's 
major classes of industry in January.
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CO M P A R A TIV E CH A N G ES  IN BUSINESS IN D ICATO RS
DECEMBER 1962 TO DECEMBER 1963 

FIFTH DISTRICT AND UNITED STATES

Bank Debits

Demand Deposits

Consumer Credit 
Outstanding

Automobile Credit 
Outstanding

Man-Hours 
in Nondurables

Employment 
in Trade

Department 
Store Sales

New Incorporations

Business Failures

5 10
Per Cent Increase 

(Unless decrease specified)

Uncertainties In Textiles The tex tile  indu stry  
has been operating in an unusually fluid environ
ment for some time, sh ifting and adjusting in re
sponse to a host of changes in its markets, materials, 
methods, and machines. Recent evidence suggests 
that the industry’s current price structure remains 
firm despite a relatively slow pace of forward buy
ing. M ill backlogs on big-volume items are of fa ir 
size, and customer inquiries for forward delivery 
are numerous, although relatively few are being 
translated into actual orders. Buyer caution ap
parently stems largely from a belief that pending 
Federal legislation may lower the price structure by

reducing the effective price of cotton to domestic 
users to bring it closer to world prices.

The same uncertainty temporarily delayed the 
flow of orders at times last year. Yet strong demand 
and efforts to reduce costs pushed profit margins for 
most large producers to the highest level in several 
years. Part of the improvement in profits resulted 
from a continuing move aw ay from cotton to syn
thetics and blends, a trend which cotton interests hope 
to see checked by the new legislation.

Compounding the uncertainties associated with 
cotton prices are equally significant questions about 
the eventual effects of current and prospective tariff 
negotiations. Neither the cotton price nor the textile 
tariff issue has the popular appeal of the tobacco 
inquiry. Yet these issues bear directly on the pros
perity of the D istrict’s largest manufacturing indus
try and could affect the w elfare of numerous locali
ties which depend on textile mills.

District Versus Nation The 1963 s ta tis t ic a l rec
ord is not yet sufficiently complete to allow detailed 
study of last year ’s progress in the District rela
tive to the nation. Interesting comparisons based 
on a number of individual business indicators can 
be made, however. The accompanying chart shows 
percentage changes, nationally and for the District, 
in 17 indicators between December 1962 and Decem
ber 1963. It should be noted that year-to-year com
parisons of figures for a single month are subject to 
large distortions from random occurrences and can
not be relied upon to give an accurate measure of 
annual growth. Accordingly, the chart should not be 
interpreted as a comparative growth profile.

District figures compare especially favorably in 
banking, in m anufacturing, in employment and un
employment, and in trade. Expansion in District 
banking was accompanied by a sizable increase in the 
number of offices. A continuing influx of new in
dustry, particularly in coastal and Piedmont areas, 
again contributed to the increase in factory activity. 
All sectors of District employment except mining 
advanced and unemployment declined. The fact that 
15 of the 17 comparisons favor the District suggests 
that the region as a whole shared generously in last 
vear’s broad economic advance.

PHOTO CREDITS

Cover—Federal Reserve Bank of Richmond 6. & 7. Fed
eral Reserve Bank of Richmond; E. I. du Pont de 
Nemours & Com pany, Savannah River Operations O f
fice, Atomic Energy Commission; U. S. Post Office De
partment; U. S. Marine Corps Photo; U. S. Army Photo; 
O fficial U. S. Navy Photograph.

12
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1964



THE FIFTH DISTRICT J £ P

Business barometers in the Fifth District and 
across the country continue to indicate a broadly 
favorable outlook. Recent reports suggest, in fact, 
that activity may be livelier now than it wras just a 
few weeks ago. The most significant new develop
ment is, of course, the tax  cut, which appears to have 
boosted business optimism at least as much as con
sumer buying power.

District Contrasts Noted B usiness conditions in 
the District resemble those in the nation, although a 
few contrasting features mark the local scene. Con
struction has been especially strong in the District, as 
heavy flows of new contract awards have raised the 
volume of work to consecutive new records. Most 
manufacturing sectors and many service-type enter
prises have moved steadily into new high ground. 
Retail sales have maintained record levels, w7hile the 
District’s general indicators, such as nonfarm em
ployment, factory man-hours, and electric power con
sumption, have advanced to new highs.

The less favorable side of the District picture 
focuses largely on agriculture where, according to 
prelim inary figures, last year’s realized net income 
dropped 10%. This year ’s prospects thus far offer 
little hope of recovering the lost ground. M anu
facturing also displays a few uncertainties, with the 
tobacco business currently in the limelight.

Recent banking statistics have been inconclusive at 
best. In contrast to the rather strong note on which 
the year began, February and March data on weekly 
reporting member banks displayed little more than 
seasonal strength, either in loan demand or in deposit 
growth. The March tax date was accompanied by 
no more than a normal increase in loans. The 
absence of distinctive features in the banking picture 
may be a temporary result of seasonal uncertainties 
associated with the early Easter and with variable 
weather conditions.

Automobile Trends Susta ined  dem and for au to 
mobiles helps to set the current upswing apart from 
its predecessors. A ll signs point to a third successive 
year with sales above the 7-million-unit level, a 
phenomenon which not too long ago would have been 
considered highly unlikely. Data on newr car regis
trations suggest that the District has accounted

for its share of the market. The year 1955 set 
District and national sales records that were un
approached until 1960 and unexcelled until 1962. In 
that year, the previous District high for new car 
registrations wras passed by a 6% margin, and a 
further gain of 13% was recorded in 1963. District 
registrations in Jan uary  1964 were down from the 
previous month, perhaps more than seasonally, but 
still exceeded the year-ago figure by a wide margin.

A comparison of automobile registrations to per
sonal income figures suggests that, despite the 
strength of current demand, D istrict residents may 
be devoting progressively smaller fractions of in
come to new car purchases. In 1950, the record 
year prior to 1955, District residents registered 27 
new cars per million dollars of personal income. The 
figure in 1955, when total car sales were 11% higher, 
was only 23 cars per million of income. Although 
registrations in 1962 and 1963 averaged 13% above 
the 1955 level, cars per million dollars of personal 
income dropped to 17. The figures were lower during 
the recessions of 1958 and 1961, but this is not sur
prising in view of the fact that automobile sales are 
much more sensitive to business cycles than are per
sonal income data.

For the nation as a whole, new car registrations 
per million dollars of personal income dropped 31% 
between 1955 and 1963, compared with 28% in the 
Fifth District. New car prices during this period 
rose 14%, and the proportion of national personal 
income spent on new cars dropped about 22%.

Builders Seek Labor T he volum e of construc
tion work accumulating in the District is also wrorthy 
of note. Its most recent manifestation appears to be 
an incipient shortage of labor. Skilled construction 
workers have occasionally been in tight supply, but 
now some areas are reported to be short of unskilled 
labor as well. Last winter produced fewer seasonal 
layoffs than usual, and normal strength in the spring 
upswing promptly took the seasonal slack out of the 
labor market. Demand has apparently continued to 
grow, but the supply has been slow to respond.

Recent statistics tend to bear out this picture. 
Seasonally adjusted construction employment in
creased quite rapidly last year, declined slightly in
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January, then rose sharply again in February. Febru
ary gains were unusually large, averaging 5% and 
ranging as high as 10% in W est V irg in ia and 11% 
in the District of Columbia. The volume of new 
business has also been extraordinary. Contract 
awards set records by sizable margins for each month 
from August through February. S im ilarly, building 
permits were high all last year and hit all-time 
January  and February highs this year. Regional 
wage data are not available, but national figures show 
hourly earnings of construction workers rising along 
with the volume of work, although less rapidly. 
During the twelve months ending in January , hourly 
earnings increased 5% in construction compared to 
3% in manufacturing.

Tobacco Dilemma W h ile  the tobacco ind u stry  
steps up research to reduce the questionable effects of 
its products on health, other observers are giving 
some serious thought to the industry’s economic sig
nificance. Among these, Federal and, state fiscal au
thorities appear to have about as much at stake as 
any group outside the industry itself.

Federal and state taxes on tobacco products ex
ceeded $3.2 billion in fiscal 1963. W ith roughly one- 
third going to the states, tobacco taxes represented 
5y2 cents of every state tax dollar. In 1963, Federal 
tobacco taxes amounted to $2.1 billion, nearly 2% of 
all Federal taxes.

In fiscal 1963, cigarettes accounted for 97% of

Federal tobacco tax receipts and 98% of state to
bacco revenues. The accompanying charts show the 
growth of these taxes since 1950 and their effects 
on retail prices as of November 1, 1963. Only three 
states—North Carolina, Colorado, and Oregon— 
levied no cigarette tax. In North Carolina, as the 
chart shows, the 8-cent-per-pack Federal tax  was 
close to 37% of the average retail price, 21.6 cents 
per pack. Since shipping costs and other price com
ponents vary among the states, a higher bar on the 
chart does not necessarily mean higher taxes. M ary
land and W est V irgin ia, for instance, each added a 
6-cent state tax to the 8-cent Federal, but this raised 
the total tax to 50% of a 28-cent average retail price 
in W est V irg in ia compared to 49% of a 28.6-cent 
average price in M aryland. In South Carolina, the 
average price was only 25.5 cents per pack, so that 
a total tax  of 13 cents also represented 49% of the 
price. In 24 states, taxes accounted for more than 
half of average retail price during 1963. Thus it 
seems reasonably clear that, however the tobacco in
dustry may figure in the national health picture, it 
is at present significantly involved in the fiscal health 
of numerous governmental units.
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THE FIFTH DISTRICT

BANKING DEVELOPMENTS

Operating statements of Fifth District member 
banks for calendar year 1963 indicate a continuation 
of the trend toward higher costs and reflect efforts 
on the part of bankers to offset rising costs by shifting 
into higher-yield assets. These developments are re
flected in significant shifts in the relative importance 
of various expense items as well as in sources of 
earnings. Ratios employed to detail these results in 
the paragraphs that follow are simple averages of 
individual bank ratios.

Total operating income of Fifth District member 
banks moved up in 1963, but total operating expenses 
increased at an even faster rate. As a result, net 
operating earnings before taxes declined from 28.1% 
of total operating income in 1962 to 27.6% in 1963. 
This ratio stood at 37.5% as recently as 1952 and has

moved downward with few interruptions since that 
date.

Sources of Earnings In terest on loans accounted 
for 65.5% of total operating income in 1963, a 
new high for the postwar period. The increased 
importance of loans as a source of income was partly 
the result of continued growth in loans relative to 
total assets. In addition, however, the average rate 
of return on loans was higher, as real estate and con
sumer loans gained in relative importance.

The proportion of total assets held in the form of 
municipal and corporate securities rose again last 
year, and the average yield on these assets was also 
somewhat higher. Although income from munici
pals and corporates accounted for only 5.8% of total 
current operating income, its importance in terms of 
net income after taxes was much greater than this 
ratio would indicate.

Income sources which declined in relative impor
tance in 1963 included interest on U . S. Govern
ment securities and service charges on deposit ac
counts. Although the average yield on Government 
securities portfolios last year was 3.48% , compared 
with 3.33% in 1962, income from Governments com
prised a smaller portion of total operating income as 
the ratio of Governments to total assets continued the 
decline that has been evident for some years. The 
ratio of service charges to total operating income has 
drifted slowly downward since 1958, and service 
charges contributed but 4.6% of current operating 
income last year.

Operating Expenses In terest on tim e and sav 
ings deposits has been the fastest growing category 
of operating expense in recent years. These pay
ments, which increased 20.2% in dollar volume in
1963, absorbed 26.7% of current operating income 
in that year, compared with 25.8% in 1962. The in
crease resulted from a substantial growth in time and 
savings deposits and from a rise in average interest 
rates from 2.96% to 3.10%.

The share of current operating income needed to 
meet wage and salary payments was smaller than in
1962. Various officer and employee benefits, how
ever, absorbed a slightly larger percentage of current 
income than in the preceding year.
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CHANGES IN SELECTED ASSETS AND LIABILITIES
FIFTH DISTRICT MEMBER B A N K S

Per Cent
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Return to Owners The u ltim ate  m easure of op
erating performance is, of course, the return on 
owners’ equity. In 1963, District member banks’ net 
current operating earnings before income taxes 
amounted to 14.4% of total capital accounts, a 
modest improvement over the preceding year. After 
adjustments for profits on sales of securities, losses 
on loans, and increases in valuation reserves, net in
come before taxes was down fractionally from the 
1962 level. Taxes on income were also somewhat 
lower, however, and net income after taxes was un
changed from the preceding year at 8.4% of total 
capital accounts. Although this return did not rep
resent an improvement over the 1962 figure, it was 
exceeded in only two of the last ten years.

The average District member bank declared cash 
dividends equal to 41.2% of realized net income, 
down from 43.0% the year before. This ratio has dis
played a considerable degree of instability in recent 
years, ranging, for example, from 48.3% in 1959 to 
37.5% in 1960. In contrast, the ratio of cash divi
dends to total net wTorth has fluctuated between 2.9% 
and 3.2% over the last decade. The figure was 
3.1% in 1963.

Banking in the First Quarter T otal cred it at 
District member banks registered a small increase in 
the first quarter of 1964 as compared with substantial 
seasonal reductions in comparable periods of the last

two years. The 1.3% growth in loans was the 
largest first quarter expansion since 1959, and 
wrhile the decline in total investments was greater 
than in 1961 and 1962, it was less than in sim ilar 
periods of other years in the last decade.

Information is not yet available as to changes in 
individual loan categories for all District member 
banks, but data for those large banks which report 
such information weekly may indicate the general 
nature of the changes. For these banks, business 
loans and all other (p rim arily consumer) loans ex 
panded at a faster rate than in any first quarter since 
1961. Real estate loans grew  at a record pace 
through the week ending M arch 11, but since that 
date have shown little increase. Nevertheless, their 
growth rate for the entire first quarter was greater 
than in the sim ilar period of any recent year.

Total investments declined less than in the first 
quarter of 1963, mainly because of an unusually 
large expansion in holdings of securities other than 
U. S. Governments. Holdings of such securities, 
m ainly obligations of states and political subdivisions, 
have grown steadily in recent years. As of April 1, 
1964, they accounted for 32.5% of total investments 
of the weekly reporting member banks as compared 
with 22.5% twTo years earlier.

Holdings of U. S. Government securities by Dis
trict weekly reporting banks dropped substantially in
1963 and declined further in the first quarter of 
1964. The lengthening of the average m aturity of 
Government portfolios, which has been evident for 
several years, appears to have slowed in the most 
recent quarter. Governments with less than one 
year to m aturity accounted for a slightly larger per
centage of total investments in the first quarter of
1964 than they did in the final quarter of 1963, while 
those with more than five years to m aturity rep
resented a smaller fraction of the investment portfolio.

Demand deposits, after falling sharply in January, 
recovered somewhat thereafter and the decline for 
the first quarter was about seasonal. In contrast, 
total time deposits grew at a record rate in January 
but increased at a slower pace in February and 
March. Consequently, growth in time and savings 
deposits for the first quarter was somewhat below 
that in sim ilar periods of the last two years.
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Recent developments suggest new strength in Fifth 
District business as the current upswing moves firm ly 
along in its fourth year. Seasonally adjusted bank 
debits, following a March decline, rose 4% in April 
to a new all-time high. Retail trade, disappointingly 
sluggish in March and April, apparently took on new 
life in M ay. Estimates based on data for the first 
three weeks of the month indicate an increase in de
partment store sales about 5 % greater than the 
normal seasonal gain, and trade reports suggest con
tinued improvement over much of the District. April 
gains in nonfarm employment were slightly less than 
seasonal, perhaps because the rise to normal seasonal 
strength occurred earlier than usual this year. Fac
tory man-hours also rose less than seasonally in April, 
affected perhaps by local labor shortages.

B u ild in g s B urgeon  Fifth District contractors con
tinue to work away at a large and growing backlog 
of business. Building permits and contract awards 
are still at high levels, v irtually assuring no slackening 
of the pace in the months immediately ahead. Sea
sonally adjusted building permits rose 12% in April 
and, in the first four months of the year, averaged 
30% higher than for the same period last year. Con
struction contract awards mounted rapidly in March 
to a level that has been exceeded in only two prior 
months. The increase raised the first quarter total 
to a record level, one-third higher than in the same 
months last year. Seasonally adjusted construction 
employment rose in April but remained slightly below 
the all-time high reached in February. As in the case 
of some manufacturing industries, reports suggest 
that construction employment statistics may reflect 
shortages of certain types of skilled labor.

C ig are ttes  Bounce B ack  D istrict c ig a re tte  pro
duction, which declined one fifth in February follow
ing the Surgeon General’s report, made a partial re
covery in March and returned to late 1963 levels in 
A pril. Cigarette man-hours, which paralleled the 
February decline in output, resumed near-normal 
levels in M arch and April. Federal cigarette tax col
lections, reflecting factory shipments, dropped 12% 
in February to a level 20% lower than in February
1963. Collections then rose 11% in March and a 
further 14% in April, roughly matching production

increases in those months. Following the recovery 
that occurred in March and April, monthly collec
tions were again at about the December 1963 level 
but still 3% below A pril 1963.

F u rn itu re  R o lls On The fu rn itu re  in d u stry ’s 
present rosy outlook contrasts sharply with the un
certainties besetting the cigarette business. The 
strength and endurance of furniture demand has been 
a bright spot in District manufacturing throughout 
the current upswing. Each of the past two years 
has been hailed in turn as a record year. District 
furniture output increased about 15% in 1962 and 
an additional 10% in 1963. The evidence available 
so far suggests that this year’s gain will be in the 
neighborhood of 15%. Significant improvements in 
productivity are indicated when the increase in pro
duction is compared with the rise in man-hours. 
W hereas output is now running about 40% above the 
1961 level, man-hours are up only 28% . This year’s 
increase in output over last year appears to have been 
achieved so far w ith only a 4% increase in man-hours.

T ex tile  Outlook C lears Conditions in the tex tile  
industry, which provides one in every three District 
factory jobs, show signs of settling down after an 
unusual period featuring a variety of problems.

In M ay 1961, President Kennedy proposed a  7- 
point program to deal with a complex cumulation of 
textile problems. Since that time the textile in
dustry, among others, has been accorded increased 
depreciation allowances, an investment credit against 
income taxes, and some relief from pressures of over
seas competition. Also, new research has been 
sponsored by the Department of Agriculture to aid 
cotton growers and users by reducing cotton produc
tion costs. The most significant change, however, 
was the reduction on April 11 of 6.5 cents a pound 
in the effective price paid for cotton by domestic 
textile mills. This was enough to offset most of the 
competitive disadvantage to domestic mills result
ing from a price support program which pegged the 
domestic price 8.5 cents above the world price.

The long-standing cost disadvantage associated 
with two-price cotton, and uncertainty as to how long 
it might last, contributed to substantial changes in the 
industry. For one, synthetic fibers increasingly
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found their way into market sectors formerly domi
nated by cotton. Intensified foreign and domestic 
competition hastened the obsolescence of old and un
economical facilities and became an important factor 
in raising new capital outlays to record levels. W ith 
large amounts of working capital tied up in cotton 
inventories, which would decline in value as a result 
of proposed revisions in the cotton program, mills 
strove for greater efficiency in production scheduling 
and inventory control. Last fall, the textile industry 
granted 5% wage increases, sharing the benefits of 
greater efficiency and the expected reduction in the 
cost of cotton. V irtually  all of these developments 
had the effect of strengthening the industry for the 
long run. Now that the adverse domestic effects of 
the cotton export subsidy have been offset, many a 
cloud which hampered the industry in the recent past 
may turn out to have a silver lining.

Textile Prices Reflect Change The techn ical 
and legislative developments of the past few years 
have strongly influenced basic market conditions. 
This is perhaps best revealed in the statistics for the 
cotton sector of this large and complex industry. The 
data for this sector are more complete than for the 
industry as a  whole, and provide a basis for some 
significant generalizations.

W holesale prices are a good index of the changing 
balance between supply and demand. They reflect

the complex forces on both sides of the market. Four 
relevant wholesale price series are presented in the 
accompanying chart. The decline in basic cotton 
textile prices during the 1960 recession is immediately 
apparent. Cotton cloth prices fell sharply and did 
not turn up again until Ju ly  1961. B y March 1962 
about one third of the 1960 decline had been re
covered, but the situation weakened and declines 
resumed early in 1962. They continued until the 
middle of 1963 when responses to the combination of 
factors mentioned earlier began to produce a  better 
balance between supply and demand.

Y arn prices followed much the same pattern but 
with a relatively shorter, more shallow' decline in
1960, a sharper recovery in 1961, and subsequently a 
steeper decline. Cotton housefurnishings continued 
their 1959 price rise wrell into 1960, then remained 
stable during the remainder of the 1960-1961 reces
sion. W hen business improved in 1961, home goods 
prices sagged at first but paralleled cloth and yarn 
prices from then on. During the whole period, ap
parel prices (including other fibers as wrell as cotton) 
moved slowly and irregu larly upward.

Cotton goods imports, in response to the high 
prices prevailing at the start of the year, reached a 
record level in 1960. In 1961, when falling prices 
made U. S. markets less attractive to foreign sup
pliers, imports dropped 25% . In the last quarter of
1961, the Geneva short-term import stabilization plan 
went into effect and was followed a year later by the 
long-term arrangement. Consequently, the recent 
volume of imports reflects economic factors modified 
by these arrangements. Although domestic prices 
in 1962 stayed wrell below 1959-1960 levels, cotton 
goods imports jumped 63% , prompted by firmer de
mand here as well as lower costs overseas. Imports 
maintained about the same levels through 1963 and 
have shown some tendency to rise so far in 1964.

Cotton goods prices again show signs of stabilizing, 
having perhaps weathered the uncertainty generated 
by discussion and ultim ate passage of the new law. 
Domestic demand is strong but in good balance with 
production. Productivity is rising and textile mills 
plan record outlays this year for more cost-cutting 
equipment. For the textile industry the immediate 
future looks better now than it has for some time.
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Cover—National Cotton Council of Am erica; Coxe Studio, 
Greenville, S. C .; The Champion Paper and Fibre Com
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Com pany 6. & 7. South Carolina State Ports Authority.
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THE FIFTH DISTRICT

Despite some uncertainties, Fifth District business 
appears to have made the transition from spring to 
summer with little if any loss of momentum. The 
evidence is somewhat more mixed than a month or 
so ago, but this may be due to some extent to random 
variations or mere statistical aberrations. Such in
consistencies, which may arise in any data series, 
serve as constant reminders that business analysis is 
far from an exact science. Even without such com
plications, when an indicator turns downward it takes 
some time to ascertain whether or not it has passed 
a true peak.

Questions of this kind affect the interpretation of 
recent declines in some m ajor District indicators. 
The behavior of seasonally adjusted bank debits is 
often erratic, and the 6% drop that occurred in M ay 
after a record high in April could be largely a  re
flection of random influences. Some man-hours and 
employment series displayed weakness in April and 
M ay, but chiefly in the form of less-than-seasonal in
creases. Thus, on a seasonally adjusted basis, total 
nonfarm employment declined in April and employ
ment in durable goods manufacturing, mining, and 
contract construction fell in M ay. Factory man- 
hours data for the latter month also showed some 
weakness in textiles, fabricated metals, paper prod
ucts, electrical machinery, and stone, clay, and glass.

Despite these declines, total factory man-hours, 
seasonally adjusted, rose 0.4% in M ay and total non
farm employment, on the same basis, also recorded 
a slight increase. Man-hours gains were larger in 
the D istrict’s durable goods industries than in non
durables, with prim ary metals, lumber, furniture, 
and transportation showing notable strength. Among 
the D istrict’s nondurables industries, substantial in
creases were scored in foods, tobacco products, ap
parel, and chemicals. Except for the hesitation in 
April, District nonfarm employment has risen more 
than seasonally every month since last September.

Fast Pace in Furniture S easo n a lly  ad ju sted  fu r
niture factory man-hours rose sharply in M ay and 
were just a hair below the all-tim e high set in March 
of this year. Most of the industry’s indicators con
tinue to show strength with gains over last year in 
the neighborhood of 15%. Seasonally adjusted sales

of furniture and home furnishings retail stores na
tionally declined slightly in April from a record level 
of $711 million in March. The M ay figure is not 
yet available, but there is some evidence of renewed 
gains. Cumulative for the year to date, these sales 
are running 16% above 1963 and 34% ahead of
1961. Population changes and high-level construc
tion activity are basic factors in the recent surge of 
furniture demand and these factors continue to augur 
well for the industry’s near-term future.

Perspective on Furniture District furniture manu
facturers have been riding the crest of the current 
business expansion. The growing teen-age and 
young married population has been an important 
factor in the present wave of residential building, and 
new homes almost always call for at least some new 
furniture. Young folks increasingly display firm, 
well-defined interests in furniture. Older couples 
are also' moving to new homes, frequently apartments, 
and in the process often brighten their new surround
ings with new furniture. W ith  the current fast pace 
in new construction extending to business structures, 
public facilities, and institutions such as schools, hos
pitals, and churches, prosperity in the furniture in
dustry seems solidly based indeed.

The statistical indicators reflect this strength. Dis
trict furniture employment last year averaged 73,000, 
almost one fifth of the national total. By April 
this year District furniture jobs had increased to 
75,800, up 12,800 since February 1961. Furniture 
employment has been rising about twice as fast in 
the District as in most other parts of the country. 
Such gains in employment are especially impressive 
in a mature industry and in a period of rising ef
ficiency. Nationally over the past three years, furni
ture industry man-hours have increased about one 
fifth compared to a one-third rise in output as meas
ured by the furniture and fixtures component of the 
Industrial Production Index. Prices rose in 1961,
1962, and 1963 but have remained stable so far this 
year. W holesale prices are now about 2.4% higher 
than in early 1961 on household furniture and 1.5% 
higher on commercial furniture.

Labor Markets Improve D istric t labor m arket 
conditions continue the steadily improving trend
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that began in 1961. In April, unemployment in 
the Fifth District (excluding the D istrict of Co
lumbia) had declined to 259,700, 4.3% of the labor 
force. The national rate was exactly one percentage 
point higher. Rates among the five states varied 
considerably. M aryland ’s and South Carolina’s, 
each 4 .0% , and V irg in ia ’s, 3 .1% , wrere below 
the District average. North Carolina equaled the 
D istrict rate. W est V irg in ia 's 8.2% exceeded the 
national as well as the District figure.

The need for seasonal adjustment, not yet available 
for District labor force data, is quite apparent in the 
accompanying charts. These charts show quarterly 
changes in employment and unemployment from 1960 
through the first quarter of 1964 for the nation and 
the District. For purposes of comparison, data are 
also shown for the states that mark extremes of 
variation within the District. Despite sharp seasonal 
fluctuations, the trends in these series over the four 
years are clearly apparent. District employment 
rose in April to 5,832,000, nearly 96% of the labor 
force. April employment was 1.7% higher this year 
than in 1963 and 6.6% greater than in the same 
month of 1961. The April unemployment rate was 
4.3% this year, down from 6.6% in 1961, 4.8% in
1962, and 4.5% in 1963.

M aryland’s growth, from 1,050,000 jobs in April

1961 to nearly 1,150,000 in the same month this year, 
a gain of 9.5% , was the fastest among District states. 
A ll m ajor sectors of employment increased except 
mining, with the sharpest gains occurring in govern
ment, services, and construction.

W est V irgin ia, on the other hand, continued to 
experience slow contraction in its job markets. Em
ployment decreased from 542,100 in April 1961 to 
539,500 in the same month this year. Most of the 
lost jobs were in mining, but small reductions also 
occurred in trad e ; in transportation, communication, 
and public u tilit ie s ; and in finance, insurance, and 
real estate enterprises. Contract construction employ
ment, however, rose 25% over the three-year period, 
and jobs in durable goods manufacturing increased 
nearly 10%.

Employment and unemployment would normally 
be expected to trend in opposite directions and this 
has been the case in all D istrict states except W est 
V irgin ia, where the labor force declined. The Moun
tain S tate ’s labor force numbered 629,500 in April 
1961 but only 588,800 in the same month this year, 
a drop of 40,700 or 6.5% . The employed segment 
of the W est V irg in ia labor force has changed only 
slightly in the past three years, but the number of 
unemployed has dropped to alxmt half its pre
vious magnitude.
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THE FIFTH DISTRICT jg m

¥
CROP PRODUCTION PROSPECTS

Fifth District crop prospects at midsummer gen
erally ranged from fair to good. W et soils in March 
and A pril hampered spring field work, but planting 
activities were about on schedule by m id-M ay. Dry 
weather in M ay and June lowered crop prospects 
over a wide area of the District, although drought 
damage is less severe this year than last. General 
rains in Ju ly  brought welcome relief to much of the 
District. W eather during the remainder of the 
season holds the key, of course, to whether or not 
prospects as of Ju ly  1 materialize.

The total acreage of principal District crops planted 
for harvest this year is about 4% larger than in 1963. 
Sizable declines in tobacco and Irish potato acreages 
and a slight cut in cotton acreage were more than 
offset by m ajor increases in acreages of wheat, rye, 
soybeans, and feed grains. Declines from last year 
in yields per acre are expected only for the corn, 
Irish potato, and flue-cured and burley tobacco crops.

Tobacco Prospects The D istr ic t’s 1964 tobacco 
crop is expected to be about 10% smaller than last 
year. Y ields per acre w ill probably average second 
only to last year’s record level, but growers plan to 
harvest the smallest tobacco acreage since 1916. 
Sm aller flue-cured and burley crops will account for 
all of the decline in production. If current prospects 
m aterialize and prices average the same as in 1963, 
the combined value of the flue-cured and burley crops

will be around $77 million below a year earlier.
Basic acreage allotments for the flue-cured and 

burley crops were cut 10% from last year, and per- 
acre yields for both types w ill be down somewhat. 
Flue-cured output is expected to be slightly more 
than 10% below a year ago but 0.5% above the recent 
five-year average. Anticipated burley production will 
be down 14% from last year but 5% larger than 
average. Larger acreages and indicated higher yields 
per acre are combining to bring about bigger crops of 
Southern M aryland and V irgin ia fire-cured tobaccos, 
while sharply increased yields are expected to pro
duce a larger sun-cured crop.

Fewer Peaches, More Apples F ru it prospects 
vary considerably by type of fruit and area of pro
duction. The D istrict’s peach crop, severely damaged 
in the Carolinas by freezing temperatures in late 
March, is estimated to be nearly 70% below a year 
ago and two-thirds smaller than average. South 
Carolina’s production is expected to be only 12% as 
large as in 1963, while the North Carolina crop is 
estimated at 17% of last year’s level. By contrast, 
peach prospects in V irg in ia are the same as a year 
earlier and those in M aryland and W est V irg in ia 
suggest sharply larger output than last year.

Prospects for the commercial apple crop on Ju ly  1 
indicated that this yea r ’s output w ill be 17% above 
last year’s harvest and about 4% more than average. 
Except in North Carolina, where prospective pro

Fifth District crop prospects as of July 1 generally ranged from fa ir to good, and rains since then have brightened the outlook.
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duction is about one-fifth below that in 1963, late 
frosts were no problem to the District’s apple crop 
this year. Orchardists in V irg in ia—largest apple 
producing state in the District—are expected to 
harvest an 18% bigger crop than in 1963. W est 
V irg in ia and M aryland apple producers meanwhile 
are looking for even bigger increases, some 30% 
and 38% , respectively, above a year earlier. The 
size of the fruit has been reduced to some extent 
because of the dry weather.

Grapes, grown commercially only in North and 
South Carolina, are reported to have developed well 
this season. Estimated production indicates this 
year ’s crop will be 8% larger than in 1963 and nearly 
90% above average.

Feed Crops and Food Grains P robab ly  because 
of 1963’s drought-reduced production of feed, Dis
trict farmers planted larger acreages of all feed crops 
this year. W ith  expanded acreage and higher an
ticipated yields per acre, 1964 production of hay will 
probably be up 15% from 1963. Total feed grain 
output w ill likely be about the same as a year earlier, 
however, prim arily because this year’s dry weather 
has cut prospective per-acre yields of corn. The 
corn harvest is expected to be down 5% from last 
year, while indicated production of oats is up 18% 
from a year ago. Barley prospects point to an in
crease of nearly 40% over 1963.

Pasture conditions deteriorated sharply during 
June, particularly in M aryland and V irgin ia, and on 
Ju ly  1 were poorer than a year ago in all District 
states except V irgin ia. Except in South Carolina, 
pasture feed supplies were also well below average 
for the date. Because of the shortage of pasture 
feed, livestock in the drier areas were already being 
fed hay and silage.

Increases over last year are anticipated for both 
food grains. Considerably larger acreages coupled 
with higher expected yields per acre are joining 
forces to increase winter wheat production by 27% 
over a year ago and the rye crop by more than 
two fifths.

Irish and Sweet Potatoes D istrict Irish  potato 
growers cut this year’s acreage some 5% below that 
in 1963, and dry weather in June limited growth and 
reduced per-acre yields sharply. As a result, total 
production of Irish potatoes this year is expected 
to be slightly more than one-fifth smaller than a 
year earlier and around 30% lower than average. 
Greatest reduction from last year is anticipated in 
the late spring crop, particularly in the big producing 
area in northeastern North Carolina. The crop of 
early summer potatoes on V irg in ia ’s Eastern Shore,

the main area of production, is also expected to 
be down sharply.

The sweet potato harvest, according to Ju ly  1 indi
cations, will be up only 3% from last year but 
slightly less than average. If prospects are realized, 
the gain over a year earlier w ill be the result of slight 
increases in both acreage and yields per acre. A ll of 
the prospective upturn is in V irg in ia where the out
look is for a 21% larger crop than in 1963.

Output Indications Production estim ates for 
cotton, peanuts, and soybeans are not yet available. 
Acreages and crop conditions, however, provide good 
clues to probable output in 1964. This year’s planted 
acreage of cotton in the District is around 1% less 
than in 1963 but about 1% above the recent five- 
year average. Cool, wet weather this spring de
layed planting, but cotton appears to have recovered 
from the slow start and prospects are said to be 
promising. The crop is fruiting freely, and boll 
weevil damage thus far is reported to be light.

Only eight District farmers, all in South Caro
lina, chose to increase their basic cotton allotment by 
5% and sell the cotton from this extra acreage for 
export without the benefit of price supports. Export 
acreage from these farms totals only 71 acres. There 
is no information relative to the number of cotton 
farmers who chose to reduce their basic allotment by 
one third in order to receive an additional payment of
3.5 cents per pound over the basic support price.

Peanut acreage planted for all purposes is 1,000 
acres, or less than one half of 1%, smaller than last 
year. A ll of the decline is in V irg in ia where the 
change in acreage is the first since 1959. Stands are 
said to be excellent. Lack of rain has caused con
cern in some isolated spots, but condition of the 
peanut crop as a whole is reported to be generally 
good, especially in the commercial producing area.

District farmers expanded soybean acreage again 
this year for the eighteenth year in a row. Acreage 
which they plan to harvest for beans is at a new 
record level, 5% larger than in 1963. Because of 
dry soils, there was some delay in planting the late 
acreage following small grains. The outlook for the 
crop remains mostly favorable, however, following 
rains which fell over much of the drought-stricken 
area of the District during the first two weeks of 
Ju ly . Generally, the crop is said to be in mostly 
good condition and growing well.
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THE FIFTH DISTRICT 4Bt
Fifth District business activity continues at a high 

level. Although the pace in some sectors slowed a 
little during late spring and early summer, the latest 
statistics suggest that the District economy is again 
moving up, perhaps at a quickening pace. In Ju ly , 
seasonally adjusted bank debits rose to an all-time 
high, 2°/c above the previous record reached in April 
and 9 c/c above Ju ly  a year ago. Seasonally adjusted 
nonfarm employment also rose to a new high after 
small gains in three consecutive months made up for 
the April decline. Seasonally adjusted manufacturing 
man-hours likewise increased slightly, continuing the 
seesaw behavior that has characterized factory man- 
hours since the all-time high in March. Seasonally 
adjusted department store sales were down in Ju ly , 
but prosperity elsewhere seems to have boosted con
sumer optimism, for department store business 
jumped 9% to a new high in August.

Most usable economic capacity now appears to be 
in operation despite some unemployment. Informed 
spokesmen from many areas indicate that most Dis
trict enterprises are handling about as large a work
load as they reasonably can, and many feel that sup
plies of suitable labor, as far as their particular in
dustries are concerned, are just about exhausted.

S t r e n g t h  W i d e s p r e a d  D istrict em ploym ent 
statistics reveal substantial stability and strength in 
almost every sector. In June, seasonally adjusted 
employment increased by small amounts in both 
durable and nondurable goods manufacturing, in 
mining, in transportation, communication, and public 
utilities, in trade, and in finance, insurance, and real 
estate. In construction and services, the number of 
workers remained unchanged. The government 
sector alone reported fewer jobs in June. In Ju ly , 
notifarm employment rose in all major categories 
except nondurable goods manufacturing.

M ixed movements in Ju ly  produced a small net 
gain in durable goods man-hours but no change in 
nondurables. In the durable goods sector, strong 
gains in prim ary metals, lumber, and stone, clay, and 
glass, aided by a small increase in furniture, more 
than offset declines in fabricated metals, machinery, 
and transportation equipment. Strength in non
durables was centered in tobacco, chemicals, and ap

parel, but declines in foods and paper products coun
terbalanced these gains. Man-hours in textiles and 
printing remained at about the June level.

Prosperity in Textiles In the tex tile  in d u stry  the 
current picture is particularly bright. Order back
logs are large, and new business has maintained good 
average volume. Prices are firm, even rising a little 
now and then on individual items, though not enough 
perhaps to have a noticeable effect on the recent 
slightly downward trend of textile prices generally.

The present improvement has been in progress 
since the elimination of two-price cotton. Before the 
cotton price policy was changed, unfilled orders for 
broad woven cotton goods had been declining and 
in April were at a level equivalent to only 9.1 weeks 
of production. Backlogs changed direction in M ay, 
and all evidence indicates that they have since con
tinued to rise. Recent trade reports, for instance, 
show a substantial volume of orders placed for de
livery later this year and in early 1965 at prices equal 
to or just slightly below those recently charged for 
immediate delivery from generally tight supplies.

Firm  prices and rising volume point to a con
tinuing uptrend in textile mill dollar sales in both 
the District and the nation. In the first half of this 
year, national sales reached $8.7 billion, 7% above 
the comparable figure for 1963. More significantly, 
profits earned over the next year or so are also likely 
to be higher. How much higher is hard to tell be
cause a number of mills have recently announced pay 
hikes averaging around 5°/c, and these may well 
spread through the industry as did sim ilar increases 
last fall. It seems unlikely, however, that these or 
other higher costs will offset the effects of the equali
zation payments.

Textile industry profits in 1963 totaled about $350 
million after taxes even though domestic mills paid 
for cotton, over and above its market value at world 
prices, an amount roughly equal to after-tax profits. 
Department of Agriculture experts estimate that 
domestic consumption of cotton in the current crop 
year will reach 9.6 million bales, a volume on which 
price equalization payments would probably exceed 
$300 million. The impact of these payments on
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Fifth District Ports 
.......................Million Tons

Fifth District

Source: Deportment of the Interior, Bureau of Mines.

prices and profits w ill be determined by supply and 
demand conditions in many markets, but the strong- 
current demand for cotton textiles suggests that some 
share will lodge in mill profits in the months ahead.

B itum inous Coal Conditions in the D istr ic t’s b i
tuminous coal industry have been improving gradually 
for the past several years. Despite stiff competition 
from other fuels, coal demand has continued to gain 
strength at a fairly steady rate. Developments over
seas, stemming m ainly from economic growth and 
the rising cost of coal production, have increased the 
flow of United States coal to foreign markets. Do
mestically, sales to electric utilities and other trad i
tional users have continued to increase, and extensive 
research has improved coal’s practical potential as a 
future source of liquid and gaseous fuels and of useful 
organic raw materials.

The charts above picture the industry’s more im
portant developments during recent years. As shown 
in the first chart, output turned a corner in 1961 and 
followed a m ildly upward trend through 1962 and 
1963, although the declines of late 1963 seemed a 
little greater than seasonal. Production then con
tinued to rise during the first half of the current year 
and exceeded last year’s output on a cumulative basis 
by 2.8% in the District and by 2.7% nationally.

The second chart, showing coal shipments through 
District ports to both foreign and domestic destina
tions, indicates that the volume of exports also moved 
into a firm uptrend in 1961. The seasonal pattern 
calls for heavier shipments toward the end of the year.

and foreign loadings declined as usual in the first 
half of this year as compared to the second half of 
last year. For the first six months, however, District 
coal exports are up 11% this year over last.

Domestic users accounted for less than one third 
of total shipments in 1960. Although the volume of 
coal passing through District ports to domestic des
tinations has gradually increased, it now represents 
only about one fourth of total District port loadings. 
About 8% more coal has been shipped through Dis
trict ports for domestic use so far this year than was 
shipped in the comparable period of 1963.

Although District coal production reached 13.4 
million tons per month in 1963, up 12% from 1961, 
1963 mining employment averaged only 69,200, down 
6% since 1961. Thus, the industry’s continuing 
efforts to compete with other fuels involve more ex
tensive use of labor-saving equipment and have 
resulted in declining prices for most types of coal. 
Price reductions during the past year have ranged 
from 4% on domestic stoker coal to around 2% on 
larger domestic sizes and 1% or less on screenings 
for industrial use. Prices for high grade metal
lurgical coal remained unchanged, but those for low 
and medium volatility grades decreased 1% or more.
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THE FIFTH DISTRICT

BANKING DEVELOPMENTS

The banking community has played an active role 
in the expansion of the Fifth District’s economy so 
far this year. Banking statistics reveal a significant 
growth in overall credit extended by the D istrict’s 
member banks, with increases in all loan categories. 
Individual banks have also shown substantial ex
pansion in total resources, some of it resulting from 
a continuation of recent consolidation and merger 
trends. Moreover, a number of new banks have 
been established.

Loan Expansion M id year ca ll report d ata  ind i
cate that District member banks expanded their loans 
in the first half of this year at a pace substantially in

CHANGES IN LOANS, INVESTMENTS 
AND DEPOSITS

FIFTH DISTRICT MEMBER BANKS 

|  Jan.-June 1964 Jan.-June 1963

advance of that in the same period last year. The 
chart on this page compares the two periods. On 
June 30 gross loans of all D istrict member banks 
stood at $6.7 billion, 16% higher than a year earlier. 
The increase for the first six  months of 1964 
amounted to nearly 7% .

Strong demand for commercial and industrial loans, 
reflecting strength in the D istrict’s business com
munity, was a m ajor factor in this expansion. B usi
ness loans rose 8.2% in the first half, reaching a level 
of $2 billion, and on June 30 were nearly 15% above 
a year earlier. Classified business loan data indicate 
that expansion was most rapid in loans to wholesalers 
other than commodity dealers and in construction 
loans.

Real estate loans also moved up rapidly in the first 
half, outstripping their robust performance in the 
same period of 1963. The overall increase for the first 
half of this year came to over 9% , but most of this 
took place in the first quarter. Expansion was at a 
substantially reduced pace in the second quarter. 
The remaining categories, taken together, rose 5% in 
the first half, somewhat more than in the same 
period last year.

Call report data indicate a slightly smaller per
centage increase in consumer loans in the first half 
of this year as compared with the like period of 1963, 
8.7% against 9.1% . But this year’s pace may have 
been affected adversely by the June truckers’ strike, 
which prevented delivery of many new cars. Loans 
to farmers, which have shown a high degree of 
volatility over the past two years, increased nearly 
24% in this year’s first half. Periodic sharp rises in 
these loans in 1963 and 1964 may be associated in 
some measure with the drought suffered by large 
sections of the District in these two years.

Data on loan behavior since the end of June are 
confined to gross loan totals for all member banks 
and to detailed breakdowns of the loan portfolios of 
the weekly reporting banks only. These data indi
cate that loan expansion continued in the third 
quarter, as total loans of all District members rose 
an additional 1.7% between June 24 and September 9. 
F igures for the weekly reporting banks suggest that
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CH AN GES IN NUMBER OF BANKS AND BRANCHES 

FIFTH DISTRICT*

December 31, 1963 to August 31, 1964

Commercial Banks

Number of banks, beginning of period................... 888

New banks organized........................................................ 15

Mergers and absorptions................................................  19

Number of banks, end of period.................................  884

Net change......................................................................... — 4

Branches

Number of branches, beginning of period.............. 1,681

New branches established.............................................. 87

Banks converted info branches......  .............................. 19

Branches discontinued........................................................ 5

Number of branches, end of period..........................  1,782

Net change.........................................................................  +  101

Net Change in Banking O ffices.........................................  +  97

*lnduding six West Virginia counties which fall outside 
the Fifth District.

the growth over the more recent period w âs also dis
tributed over all important loan categories. Business 
loans at these 19 banks gained 0.3% between the end 
of June and September 9, and the “all other” category 
rose 1.7%. Real estate loans apparently regained 
some of their first quarter vigor, rising more than 4% 
in the same period, while agricultural loans advanced 
an impressive 41% .

Sources of Funds D em and deposits of D istrict 
member banks declined 0.8% in the first half, com
pared with a considerably larger reduction in the 
same period last year. Time and savings deposits, on 
the other hand, rose nearly 9% , outstripping the rapid 
increase of a year earlier. Growth of the latter de
posits was an important factor not only in supplying 
banks with loan funds but also in determining the 
kinds of loans bankers made. Total deposits in
creased 2.4% over the period.

Despite the increase in deposits, the sizable ex 
pansion in loans was accompanied by a curtailment 
in bank investment activities. Total investments of 
D istrict member banks fell 4.7% in the first half, as 
D istrict banks reduced their holdings of U . S. Gov
ernment securities by $212 million, or more than 8% . 
Holdings of municipals, however, continued to rise, 
although at a slower pace than last year. The gain in 
municipals in the first half of this year was $80 m il
lion, nr about 9% . The decline in Governments was

concentrated heavily in short-terms, with under one- 
year m aturities falling almost 24% . Securities other 
than Governments and municipals, including a few 
unguaranteed bonds of Federal agencies, fell 20%.

More recent data indicate some change in these 
first half trends in the third quarter, with respect both 
to deposits and investment portfolios. Between 
June 24 and September 9, for example, gross demand 
deposits at all D istrict member banks increased 4.3% 
while total deposits rose 3.7% . Time and savings 
deposits moved up at a pace somewhat below that of 
the first half, gaining 2.7% . Moreover, D istrict banks 
increased their investments in this period. Total in
vestments rose 1.5%, with gains in holdings of both 
Governments and other securities. F igures for the 
19 weekly reporting member banks, which also show 
investment increases, indicate that additions to Gov
ernments portfolios were entirely in the under one- 
vear and five-year or over m aturity classes.

B an k ing  S tru ctu re  M ergers , conso lidations, and 
the establishment of new banks are continuing to 
change the structure of Fifth District banking. In 
the first eight months of 1964, 15 new banks were 
organized, while 19 were eliminated through mergers 
and absorptions for a net decrease of four banks. At 
the beginning of the year, the 888 District banks had 
1,681 branches. By August 31, they had added 87 
new branches, converted 19 absorbed banks into 
branches, and discontinued five branches for a net in
crease of 101. These developments resulted in a 
net increase of 97 banking offices.

The greatest changes took place in V irgin ia, largely 
as a result of a 1962 statutory revision which per
mits banks to acquire branches through merger on 
a statewide basis. Ten of the 15 new banks organized 
in the District in 1964 are in V irgin ia, which also 
had the greatest number of new branches, with 28. 
V irg in ia also accounted for 11 of the 19 banks con
verted into branches.

M aryland was the next most active state in struc
ture changes with four new banks, one eliminated 
through merger, and a net increase of 20 additional 
branches. W est V irg in ia was the only state in the 
Fifth District in which the banking structure re
mained unchanged.
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THE FIFTH DISTRICT

Business activity in the Fifth District appears to 
be advancing normally for the fall season. Farm ing 
m ay turn out to be the exception, however, as harvest
ing activity in parts of North and South Carolina has 
been severely curtailed by heavy rains, and some crop 
damage seems inevitable. The manufacturing sector 
has displayed seasonal strength, with no signs of any 
slowdown except in transportation equipment, re
cently affected by strikes in the automobile industry. 
Seasonally adjusted department store sales receded 
somewhat in both September and October after reach
ing an all-time high in August. The further reduc
tion of personal income tax liabilities in 1965 may, 
however, bode well for near-term retail prospects. 
A  recent U. S. T reasury release estimates that these 
tax liabilities in Fifth District states w ill be nearly 
$800 million lower than in 1963.

The Statistical Record T he la test s ta tis t ic s  re 
flect widespread strength in Fifth District business, 
and more recent business news contains no hint of 
a change. Bank debits rose sharply again in Septem
ber, to a level just under the Ju ly  record. New highs 
were reached in the District of Columbia and in South 
Carolina. For the District as a whole over the first 
nine months of this year, bank debits were 10% 
higher than in the comparable period of 1963.

Seasonally adjusted nonfarm employment has risen 
in every month since April and has set consecutive 
new records since June. The September rise, how
ever, was too small to be significant. S light gains in 
durable goods manufacturing, mining, construction, 
transportation and related industries, financial enter
prises, and government were nearly matched by small 
declines in nondurable goods, trade, and services. 
Unemployment in the District labor force declined 
further in August, and rates of insured unemploy
ment continued to improve in September and October.

Seasonally adjusted factory man-hours fell off 
slightly in September after rising in August to the 
highest level since last December. M ainly because 
of rising productivity, man-hours in recent years have 
increased more slowly than some other manufacturing 
indicators. This trend appears to be continuing, and 
the slight decline in September does not seem large

enough to suggest any curtailment of output. In the 
durable goods sector, gains in transportation equip
ment and prim ary metals more than offset small de
clines elsewhere. Among nondurables, man-hours 
rose in food, apparel, paper, and chemicals but re
ceded in textiles, tobacco, and printing.

Slower Growth in Construction L o ca lly , as n a
tionally, question marks are appearing in the con
struction picture. Seasonally adjusted construction 
employment in the District remained v irtually un
changed from February through June, rose in Ju ly  
to an all-time high, dropped 1% in August and in
creased slightly again in September. Building per
mits rose less than seasonally in September, remain
ing below the September 1963 level. Despite wide 
fluctuations, building permits issued thus far in 1964 
have averaged well above those of any previous year. 
But the cumulative year-to-year gain, as high as 40% 
back in March, had dropped to 22% by September.

The same general pattern is apparent in District 
construction contract awards. A f te r  advancing 
briskly last year and early this year, awards settled 
into a pattern of fluctuation around an all-time high 
average. On a cumulative basis, they were one-third 
ahead of last year in M arch and A pril but the margin 
over 1963 has since declined to about one sixth. The 
recent behavior of construction employment, building 
permits, and contract awards may indicate a leveling 
out in construction activity.

Growth in Chemicals To m eet rap id ly  g ro w ing  
demand, the chemical industry has steadily expanded 
capacity and is becoming increasingly important in 
the Fifth District economy. In 1962, the most recent 
year with broad statistical coverage, District chemical 
plants were credited with $2.1 billion of value added 
by manufacture. This was more than one eighth of 
the national total for chemicals and allied products 
and almost one sixth of all value added by manu
facture in the District. Value added per employee in 
the production of chemicals was over $21,000 in 1962 
compared with around $8,700 for all other District 
manufacturing industries.

The data also show rapid growth in physical out
put. Value added by chemical plants almost doubled
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in the District between 1952 and 1962, and since 
wholesale prices of chemicals and allied products rose 
less than 3% , most of the gain represented increased 
physical volume. Value added in this industry na
tionally rose 88% during this ten-year period, a 
somewhat smaller gain than occurred in the District.

In chemicals, wage and salary payments account 
for about 30% of value added compared to over 50% 
for manufacturing industries generally. Chemical 
workers in the District now number about 115,000, 
nearly one tenth of all manufacturing employment. 
R ising productivity has opened a wide gap between 
growth rates in output and employment. Despite the 
sizable increase in output over the past decade, em
ployment has risen only 13%. Employment in
creases in other manufacturing industries have gen
erally been well below this figure. As a result, the 
chemical industry has become relatively more im
portant as a source of jobs in the District, as the 
left-hand chart on this page, shows. In all District 
states except V irgin ia, employment in chemicals last 
year was a larger fraction of total factory employ
ment than it was a decade earlier. The decline in 
the Old Dominion was largely due to the decreasing 
demand for rayon.

M ach in ery  L a rg e  investm ents in new  p lan t and 
equipment have brought new business to machinery 
manufacturers. Textile firms account for a good 
share of the local demand, and growth in textile ma
chinery production w7as evident at the 23rd Southern 
T extile Exposition held in Greenville, South Caro

lina during the week of October 12. N early 500 
firms put their latest equipment on display. Ten 
years ago there were less than half as many exhibi
tors, with only one fourth listing Fifth District 
addresses then compared with nearly two fifths now.

For the machinery industry generally, M aryland 
held undisputed first place among District states 
until recently. Current statistics, however, show 
about 39,000 machinery industry employees in North 
Carolina against 29,000 in M aryland. The right- 
hand chart on this page shows how the industry has 
progressed in relative importance during the past 
decade. V irg in ia and the Carolinas account for 
most of the gain.

District machinery makers now provide nearly
116.000 jobs. Some 20,000 of these are in V irginia,
18.000 in South Carolina, and 10,000 in W est V ir
ginia. Growth during the current business upswing 
has been particularly fast in South Carolina, wrhere 
only 5,300 on average were employed in nonelectrical 
machinery in 1961 versus 10,000 now, and where 
electrical machinery and equipment workers, not re
ported separately in 1961, now number between 7,000 
and 8,000. M achinery employment has gained 
rapidly in V irg in ia also.

PHOTO CREDIT 

Cover—Southern States Cooperative, Inc.

12Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

November 1964



THE FIFTH DISTRICT J K

No feature on the calendar of business events in
volves more fanfare than the year-end bulge in con
sumer spending. E arlier each fall, so it seems, store 
decorations and advertising begin featuring the cele
brations that mark the end of one year and the begin
ning of another. And customers, more cooperative 
than at any other time of year, eagerly raise their 
spending power to a seasonal peak with savings from 
the past and borrowings from the future. To help 
those whose aspirations are more affluent than their 
pocketbooks, merchants have steadily liberalized and 
expanded their credit plans. Although almost every
one participates in this annual shopping spree to one 
degree or another, few are fam iliar with the details 
of its character and significance. A review of re
tail trade patterns for last year and for this year to 
date may be as good a guide as any to what may 
reasonably be expected in the approaching holi
day season.

Last Y ear’s Patterns In the absence of seasonal 
differences, retailers would expect to do about one 
twelfth of their annual business each month. More 
than one tenth of last year’s business, however, both 
locally and nationally, was transacted in December. 
November volume last year was slightly over the 
monthly average so that November and December 
together accounted for nearly one fifth of the total 
for the year.

Nationally, nine main classes of retailing establish
ments are regularly responsible for nine tenths of 
all sales. In 1963, food stores accounted for 24% 
of total sales, automobile and accessories dealers for 
19%, general merchandise (m ostly department and 
varie ty) stores for 12%, gasoline stations for 8% , 
restaurants for 7% , lumber, hardware and farm 
equipment dealers for 6% , apparel stores for 6% , 
furniture and appliances dealers for 5% , and drug 
stores for 3% . According to 1963 data, the two 
most important groups, automotive and food, were 
least affected by seasonal variations. Sales trans
acted in December amounted to less than one twelfth 
of the total in the automotive group and slightly more 
than one twelfth in foods. November last year was 
a slightly better sales month than December for 
automotive dealers and just as good as December 
for foods.

The least important categories showed a moderate 
response to seasonal influences. For furniture and 
appliance stores, both November and December were 
better than average, and the two months together 
accounted for over one fifth of this group’s 1963 
sales. For drug stores, however, November was 
ju st an average month while December sales were 
about one third above average.

Strong Seasonal in General Merchandise The
general merchandise and apparel groups displayed 
the greatest response to seasonal change last year. 
Nationally, about one fourth of the year’s business 
in these groups was done in the last two months of 
the year, with December accounting for 15% of the 
annual total. General merchandise stores in the Dis
trict showed somewhat less year-end concentration 
than did those in the nation as a whole. In the ap
parel group, however, the opposite was true, with 
year-end business relatively more important locally 
than nationwide.

Department store statistics cover a comparatively 
small sector of the general merchandise class of re
tail trade, but one in which year-end volume is un
usually important. During the past few years, 
December has typically accounted for one sixth of 
annual department store volume in the District, and 
November and December taken together have nor
m ally contributed more than one fourth of total 
annual sales.

Jobs in Trade at Seasonal Peak To handle the 
sharp increase in activity toward the end of each 
year, many extra workers are added to store payrolls. 
The right-hand graph on page 12 shows the pattern 
of seasonal growth in District trade employment 
during 1963. The values plotted are seasonal index 
numbers with 100% representing the average monthly 
level.

Trade jobs were consistently under the monthly 
average early in the year, close to but still below 
average during late spring and summer, slightly above 
the monthly norm in early fall, and distinctly above 
average only in the final two months of the year. 
More than 17,000 workers were added to trade pay
rolls in November last year and over 48,000 more in 
December. As the chart shows, the buildup in Dis
trict trade employment actually continued slowly but
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steadily from the seasonal low in February to the 
December peak, when the total exceeded one million 
for the first time. At the end of last year the figure 
was 84,000 above its m idyear level and 117,000, or 
about 13%, higher than the February low. If the 
usual patterns prevail, the one million figure will be 
reached this year in November, and another 50,000 
or more will be added in December.

Profits Show Sharp Seasonal Rise To m any de
partment and other general merchandise stores, 
Christmas business is even more important than the 
employment and sales figures suggest. Year-end busi
ness is generally transacted at maximum mark-up. 
On the other hand, the temporary help tends to be 
less efficient than the regular employees. But fa
vorable factors, such as good mark-ups and capacity 
utilization of facilities, more than offset unfavorable 
ones and produce substantially w ider profit margins. 
The November-December season, which accounts for 
about one fourth of annual volume, provides an even 
larger fraction of annual profits.

Growth in Retail Sales Both re ta ilin g  and w ho le
saling activities have grown steadily in the District 
since the current business upswing began nearly four 
years ago. The left-hand chart above shows the 
growth of total trade employment during this period. 
Seasonally adjusted monthly figures for each of the 
past three years and the current year to date are 
plotted to emphasize year-to-year growth, which has 
proceeded at a 3c/c average annual rate. Seasonal 
adjustment raises figures that are seasonally low and

reduces those that are seasonally high, using cor
rection factors that represent each month’s typical 
deviation from the average monthly level. Because 
of seasonal adjustment, none of the figures plotted in 
the left-hand chart exceeds the one million level.

Since regular monthly estimates of total District 
retail sales are a relatively recent development, mean
ingful comparisons between trade employment and 
sales volume cannot yet be made. Moreover, the 
period for which sales data are available is too short 
to allow reliable seasonal adjustment. Under these 
circumstances, the device of rating this year’s per
formance against last year’s, despite many short
comings, probably provides as useful a picture as any 
and allows some significant com parisons between 
the District and the nation.

Using average volume in the first quarter as a 
base, District retail sales rose 10% through Septem
ber of this year while the increase for the nation as 
a whole was 9% . Comparable gains in 1963 were 
3% in the District and 5%  nationally. Total retail 
sales for the first nine months of 1964 exceeded those 
in the same period of 1963 by 8%  in the District 
and 6%  in the nation. This 8%  rise in District re
tail sales was accomplished with less than a 3%  rise 
in wholesale and retail employment combined.
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