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Mixed Trends
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T h e  West, like the nation, exhibited 
mixed trends in business activity during 
the winter and early spring months. Employ

ment and consumer buying remained gener
ally strong, and the region’s long-dormant 
housing industry meanwhile began to come 
out of its hibernation. A t the same time, most 
of the region’s pace-setting industries ex
panded somewhat more slowly than they did 
in the 1965-66 boom.

Total employment increased about 1 per
cent in Twelfth District states over the De- 
cember-M arch p e r io d .  Since employment 
growth outpaced labor-force growth during 
this period, the unemployment rate declined, 
from 4.9 percent in December to 4.6 percent 
in March.

Sideways in aerospace
The aerospace industry, which accounted 

for well over half of the 1966 expansion in 
District manufacturing employment, con
tinued to advance in early 1967, but at a 
slower pace than heretofore. On the basis 
of a first-quarter increase of 2,400 jobs, total 
aerospace employment in the District rose to
700,000 in March. However, this slower 
pace was observable not only here but 
throughout the national industry.

In the aircraft sector of the aerospace in
dustry, employment actually declined from 
last November’s peak. This development 
largely reflected the production difficulties of 
commercial-jet producers, who have been 
plagued by delayed deliveries from subcon
tractors because of the pressures created by 
increased military requirements.

In a major development looking toward 
the 1970’s, President Johnson in late April 
authorized development work to proceed on 
an 1800-mile-an-hour supersonic transport. 
The preliminary design stage ended in Jan

uary with the choice of a Boeing-General 
Electric design for the Am erican entrant in 
the supersonic sweepstakes. In  the forth
coming $1.1-billion development phase, two 
prototype planes will be produced for flight 
testing in 1970. First commercial service is 
scheduled for 1974.

Construction and its satellites

Largely because of an improvement in 
residential construction —  as evidenced by 
increases in both the dollar volume of con
tract awards and the number of housing 
starts —  total construction activity increased 
slightly in Twelfth District states during the 
winter quarter. Non-residential construction 
awards declined, mainly in California and 
Arizona, but housing awards increased by 13 
percent, and heavy construction awards by 
about 4 percent, during this January-M arch 
period.

Residential construction began to recover 
in the winter months, as housing starts rose 
to a 176,000 annual rate —  17 percent above 
the reduced level of the preceding quarter. 
Even at this level, however, starts still lagged
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a third below the relatively low level of a 
year ago. The lag was largely due to the con
tinuing problem of oversupply of housing in 
some areas of Southern California, Nevada, 
and Utah, and to the wait-and-see attitude 
of builders and prospective homebuyers who 
generally anticipate even easier credit condi
tions in future months.

The Western lumber-products industry re
sponded to the upturn in the national housing 
industry, and prices and production began a 
sporadic recovery from the severely de
pressed levels of late 1966. The initial up
turn, arising from inventory buying by 
wholesalers and retailers, contributed to a 
sharp rise in orders and prices in February. 
Some scattered signs of weakness developed 
again in mid-April, however, when spring 
weather throughout the nation failed to stim
ulate a spring-like upsurge in orders. A t this 
stage, prices for key grades of Douglas fir 
lumber lagged about one-fifth below the peak 
levels of a year ago. Prices of interior-grade 
sanded plywood meanwhile weakened dur
ing the winter and early spring period, drop
ping about one-third below year-ago levels.

Western steel producers, responding to  a 
decline in the construction industry’s demand 
for structural steel, reduced their output 
moderately during the January-M arch pe
riod. Despite a spring upturn, their output 
remained about 3 percent below year-ago 
levels in mid-April. Steel imports meanwhile 
rose by 7 percent over a year ago, as foreign 
steel continued to add to its share of the 
W estern market.

Mixed trends in extraction

The copper industry faced a tight supply 
situation at the turn of the year, not only 
because of heavy civilian demand but also 
because of increased military requirements 
and sharply curtailed supplies from African 
sources. These factors caused W estern pro
ducers in early January to raise refined-

Defense expansion continues 
in W est as in rest of nation

copper prices from 36 to 38 cents a pound
—  their first price boost in a year-and-a-half 
long period during which foreign producer 
prices had jumped by one-third. But in sub
sequent months, as domestic production in
creased and copper fabricators’ requirements 
declined in response to reduced auto and 
appliance demand, the shortage eased and 
prices declined on the dealer and exchange 
markets. By mid-April, wire scrap prices 
had fallen below refined copper prices for 
the first time in the last several years, and 
the spot quotation on the London Metal Ex
change had dropped to less than half of its 
year-ago level.

Aluminum producers, like copper p ro
ducers, raised prices in early January, boost
ing their aluminum-ingot quotation from 
24i/i to 25 cents a pound, and increasing 
fabricated-product prices by 1 cent a pound. 
Shipments during the first quarter ran 3 per
cent above year-ago levels —  a modest gain 
in comparison with the sharp increases re
corded throughout 1966. Even so, the indus
try found it necessary to draw heavily on the 
Government stockpile to meet the early-1967 
level of demand.

Expanded regional demand for refined pe
troleum products stimulated an increase in
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Homebuilding industry begins to recover, 
but weakness develops in other construction
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refinery activity above year-ago levels, al
though the production gain was modest in 
comparison with the expansion elsewhere. A 
sharp rise in demand for residual fuel oil 
was the m ajor factor in the marketing pic
ture, but dem and also increased for gasoline 
and for military jet fuel.

W estern crop receipts dropped 5 percent 
below year-ago levels in the winter quarter—  
in contrast to a 3-percent year-to-year de
cline in the rest of the nation —  primarily 
because California and Arizona vegetable 
growers could not match the unusually high 
level of prices received in last year’s winter 
period.

Production h a s  b e e n  
affected so far this year 
by  w e a th e r  p ro b le m s . 
D is t r i c t  f a rm e r s  have 
planned increased plant
ings of field crops, espe
cially wheat and process
ing vegetables, and their 
supplies of irrigation wa
ter are considered ample 
in most areas and at least 
a d e q u a te  in  A r iz o n a . 
N o n e th e le s s ,  th e  p r o 
longed period of spring 
rains s h a r p l y  depressed 
production prospects for 
deciduous fruits and de

layed the growth of spring vegetables. M ean
while, in the livestock sector, cattle feeding 
activity leveled off and the prices received 
for fed cattle dropped below year-ago levels.

The major District industries thus had 
their full quota of problems in early 1967 —  
production problems in aerospace, demand 
problems in construction, lumber, and met
als, and weather problems in agriculture. 
Despite all this, the general tone of the re
gional economy this spring was strong, with 
good gains in employment, income, and con- 
umer buying, and a noticeable reduction in 
the unemployment rate.

— Regional Staff
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