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The five-year period, 1946-50, was a 
record breaker for construction. Rising 
prices and costs accounted for much of the 
increase in expendituresr but physical vol
ume of construction increased sharply too. 
The big push was in the residential field. 
Expenditures for new housing broke all 
records nationally and in this district. Non
residential construction was also in large 
volume.

The boom has continued so far in 1951 
but seems to be losing some of its momentum. 
The slowing down reflects a decline in resi
dential construction. Prospects are for this 
trend in residential building to continue, 
both nationally and in the Eighth District. 
Tighter credit has been a major factor in this 
development, operating directly on residen
tial construction financing• Materials and 
labor shortages have been minor limiting 
factors.

Nonresidential construction is still going 
strong9 however9 and total new construction 
in 1951 could top 1950.
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The five-year period, 1946-19509 was a record
breaker for construction•
The construction industry has its ups and downs. 

A glance at the record gives the evidence of big 
booms and busts. There was the decade of the 
1920’s, for example, when new construction expen
ditures totaled about $100 billion, a $10 billion aver
age per year. Then came the 1930’s with an annual 
average of less than $6 billion and a 1933 low of 
under $3 billion. The World War II years saw $45 
billion in new construction despite fairly tight con
trols. But the biggest boom of all is the one we 
have been enjoying since the end of World War II.

From 1946 through 1950 the nation invested more 
than $100 billion in new construction. In those five 
years expenditures for material and labor put into 
new construction amounted to more than was spent 
during the entire decade of the 1920’s when there 
was a building boom on also. The rate at which 
expenditures increased from 1945 to 1950 topped the 
experience of all other five-year periods on record. 
In 1946 new construction expenditures were double 
what they were in 1945. The next year they 
climbed another 38 per cent. That was followed by 
a 30 per cent increase in 1948. The general business 
dip in 1949 slowed the construction industry some 
and expenditures went up only 5 per cent. But last 
year money flowed freely to the builders and when 
the totals were added they came to $27.7 billion, or
22 per cent larger than in 1949. Thus 1950 was the 
fattest of five fat years, and the record breaker to 
date.

The Eighth District got its share of the postwar 
boom. The contract value of construction here was 
$3.2 billion in the half decade through 1950. Last 
year saw a total of $868 million of work put under 
contract for a new peak. The previous high water
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mark was in 1942 when war plant construction was 
under way. In that year contracts were let for $742 
million of construction. But 1950 volume beat this 
by 17 per cent.
Rising prices and costs accounted for much o f the 

increase in expenditures9 . . .
Building materials prices and labor costs have 

risen considerably in the last ten years. In fact, 
the $100 billion spent for new construction since 
1945 would have bought just about twice the physi
cal amount of building in 1939 as it actually did in 
the postwar years. In terms of constant (1939) 
prices, building volume in the 1926-30 period was 
larger than in the 1946-50 period.

Materials prices at the wholesale level are more 
than 90 per cent higher than they were in 1945. 
Some items, of course, have climbed faster than 
that. Lumber prices, for example, average 2.3 times 
their 1945 level. Prices of plumbing and heating 
materials have almost doubled.

During the same time construction labor costs 
have climbed. This not only reflects higher wage 
rates but also results from the tight labor market. 
Builders frequently report they must guarantee 
overtime work in order to hold their workmen. 
And with the demand for building there has been 
ample opportunity for overtime. This makes build
ing expensive.

In St. Louis the cost of building a standard six- 
room frame house has increased almost 75 per cent 
since October, 1945, according to the Roy Wenzlick 
Company estimates. Back in 1945 this house cost a 
little more than $9,000 to build. Today it takes 
about $15,800 to build the same house. That figure 
is about 13 per cent higher than it was in June, 
1950, before the Korean war began.
. . . but physical volume of construction increased 

sharply too .
But even after allowance for price increases the 

volume of construction in post-World War II years 
has been most impressive. When expenditures are 
deflated for price changes, the 1926-30 period 
exceeded the five postwar years, and not by very 
much at that. And 1950 was bigger than any other 
year, even with adjustment for higher prices. In 
constant (1939) prices, 1950 volume was three times 
that of 1945 and 10 per cent more than in the previ
ous peak year, 1927.
The big push was in the residential field.

The record-breaking volume of new construction 
put in place since the end of the war reflected in 
large part the tremendous expansion in new hous
ing. In the five years to the end of 1950 nearly 4.9
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million new nonfarm dwelling units were put 
under construction. That beats the record of the 
five best years in the 1920’s by more than 10 per 
cent. In 1949 new starts ran above a million for 
the first time in history. Last year the industry 
came up with a thumping 1.4 million. And in five 
months this year an additional 445,000 new units 
got under way.

The 1950 Census of Housing showed 45,875,000 
dwelling units in the United States, 8,550,000 or 23 
per cent more units than there were ten years 
earlier. This gain was larger than the number of 
recorded new starts by about 2 million units, partly 
because of under-reporting of new starts (farm 
housing is not included in starts data) and partly 
because of a large number of conversions which 
increased the dwelling units in existing structures.

In the Eighth District, the 1950 Census showed
3,188,000 dwelling units, about 348,000 or 12 per 
cent more than were in existence in 1940. More 
than half of this increase came in the major metro
politan areas of the district, St. Louis, Memphis, 
Louisville, Little Rock and Evansville.

The striking thing about the increase in dwelling 
units and the tremendous number of new housing 
units started is that housing is still short relative to 
demand.1 The available vacancy rate nationally in
1950 (and at present) was lower than in 1940.

Expenditures for new housing broke all records
nationally . . .

The new housing record is even more impressive 
in terms of dollar amounts. Total investment in 
new housing facilities in the 1946-50 period 
amounted to about $44 billion, or 44 per cent of all 
expenditures for new construction during those 
years. That was a little more than was spent for 
housing during the entire decade of the 1920,s, 
although approximately the same relative to total 
new construction expenditures as in the 1920,s.

Public housing had very little to do with the 
housing boom during recent years; the boom was 
financed privately for the most part. Of the $44 
billion poured into new residential building, a little 
less than $40 billion was for privately financed non
farm residences, a little over $2 billion represented 
private funds invested in farm dwellings, and $1.4 
billion was public money.

The rate at which private investment in housing 
expanded was never equaled before. Expenditures

1 The number of households increased substantially more than the popu
lation increased between 1940 and 1950. For the United States the gain 
in households was 22 per cent, in total population only 15 per cent. The 
wave of marriages and relief from doubling up accounts for this difference. 
In the district the population gain was only 2 per cent.

in nonfarm areas jumped from $1.1 billion in 1945 to 
$12.5 billion in 1950. Higher costs accounted for 
much of the increase, of course, but even physical 
volume showed a huge increase. In 1945 there were
208,000 privately financed nonfarm units started. 
Last year there were 1,352,000.

. . . and in this district.
There was a similar increase in this district. In 

1945 residential contracts came to $30 million. The 
following year they were nearly five times as large, 
and in 1950 more than $350 million worth of resi
dential building was put under contract. In half 
the months last year, dollar volume was larger each 
month than in the full year 1945.

Nonresidential construction was also in large
volume.

Although housing construction supplied much of 
the steam for the postwar boom, nonresidential 
expenditures also were large. New industrial con
struction, privately financed, amounted to about 
$6.8 billion; another $5.5 billion went into commer
cial building; railroads and other utilities invested 
$13.2 billion in new construction; and other pri
vately financed nonresidential work, excluding farm 
construction, totaled $5.2 billion.

The trends in the nonhousing fields were different 
from the residential field, however. Manufacturing 
expenditures for new construction peaked in 1946-47 
and declined through 1949. Last year there was a 
slight increase, but volume remained well below 
the earlier peaks. Commercial construction, includ
ing retail establishments, together with warehouses, 
office and loft buildings, in 1950 was slightly larger 
than in 1948 but only by about 2 per cent, all of 
which probably represented higher costs. Expendi
tures by all public utilities reached their peak in
1949.

The boom has continued so far in 1951 . . .

So far this year new construction expenditures in 
the nation are running well ahead of those last year. 
And the contract value of work in the district is 
larger than it was in 1950. Through May, new 
building put in place nationally amounted to about 
$11.1 billion. That was 19 per cent more than in 
the first five months last year when it totaled $9.4 
billion. The increase in private investment was not 
that large, however. Nearly 15 per cent more 
private capital has gone into new construction than 
in the same period in 1950. But publicly financed 
work is up 30 per cent from last year, reflecting in 
large measure military or defense-related construc
tion.
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In the district, contracts let through May were 
valued at $749 million, or 131 per cent larger than a 
year ago. A  sizable part of this year’s total and 
much of the increase over last year reflects the 
inclusion of contracts let for the Atomic Energy 
Commission facility at Paducah, Kentucky. In 
May the F. W . Dodge Corporation figures included 
$350 million of the facility’s estimated total cost of 
$500 million. But even excluding this project, total 
contracts for the five months were up 23 per cent 
from a year ago.

. . . but seems to be losing some o f its
momentum .
The whole story with respect to the current con

struction picture is not revealed by the total ex
penditure or contract figures, however. Although 
the nation still is spending more for new structures 
this year than last year, and contracts awarded in 
this district are valued at more than during the 
same months in 1950, the boom seems to be losing 
some of its momentum.

In May, for example, total new construction ex
penditures in the nation failed to expand as much 
as usual. The increase this year between April and 
May was only 6 per cent. Last year it was almost 
15 per cent, the year before about 14 per cent, and 
in the other postwar years, volume in May always 
ran more than 10 per cent larger than in April.

The increase from the seasonally low month of 
February to May this year was smaller than it was 
in any other postwar year except 1947. This year 
construction put in place in May was about 30 per 
cent larger than it was in February. In four of the 
previous five years increases ranged from 41 per 
cent in 1948 to 60 per cent in 1946. In 1947 the 
seasonal rise lifted activity by only 28 per cent from 
February to May.

The trend in the district’s contract volume pretty 
much followed the usual seasonal pattern until 
April. There was a decline in that month for the 
first time since 1946. In May volume, including the 
atomic energy plant award, was up and by a larger 
percentage than the increase in previous years. 
Excluding this one contract, the remainder also was 
larger than in April, but the rate of increase was 
smaller than usual.

A  comparison of this year’s volume with that 
during the same months last year also suggests 
some slowing down. Nationally, new construction 
expenditures in the last half of 1950 were running 
some 25 per cent ahead of those in the previous 
year. In the first quarter of 1951 the year-to-year 
increase dipped to 21 per cent, then declined to 19 
per cent in April and dropped to 10 per cent in May.
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In the district, contracts in the first quarter were 
up a third, due primarily to a better than 50 per cent 
increase in February. In April, however, contract 
volume dropped below last year’s level and in May, 
excluding the AEC facility, was only a little larger 
than in May, 1950.

The slowing down reflects a decline in
residential construction•
The failure of total new construction expendi

tures in 1951 to maintain the phenomenal rate of 
gain recorded in 1950 is due partly to the difficulty 
of maintaining a high rate of gain from a level 
already high, but principally to the fact that 
residential construction is lagging. For example, 
expenditures for nonfarm housing in May were 18 
per cent below May, 1950 and were off 3 per cent 
from April. This was the first time the records 
showed an April to May decline. From the low in 
February to May this year, residential volume rose 
only 4 per cent; last year it jumped more than 40 
per cent.
Prospects are for this trend in residential build-

ing to continue9 both nationally . . •
These expenditure figures, of course, represent 

the value of work put in place. Since it takes time 
to complete construction projects, work put in place 
each month reflects not only building begun that 
month but also work done on prior starts. In other 
words, a lot of the actual expenditures now showing 
up in the record represent commitments entered 
into earlier, some as early as last fall. Last year 
there was a rush to get work authorized and under 
contract late in the year. The result is being seen 
in the fact that expenditures this year, while lack
ing momentum on the seasonal upswing, still are 
large. But new buildings have to be projected in 
order to maintain this level of expenditures. The 
trend in this respect shows up in terms of building 
permit authorizations and the number of new units 
actually started.

Permit figures are not comprehensive in their 
coverage; they relate primarily to the larger cities. 
They are, however, reasonably good indicators of 
trends. Through March the figures showed a 17 
per cent drop from last year in the number of new 
single-family units authorized by permits, and a 
similar decline in two-family units. The drop in 
multi-family units was even greater, running more 
than 50 per cent. This trend foreshadows a further 
sag in actual expenditures (work put in place) dur
ing the coming months.

A  similar picture shows up in terms of dwelling 
units started. Through May an average of about
89,000 units was put under construction monthly.
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Until last year there was never a time when as 
many houses were started in the corresponding part 
of the year. But, compared with 1950, activity was 
down, and the rate of decline is increasing. In 
January, for example, this year was ahead of 1950 
by 9 per cent. But February was off 4 per cent and 
the margin widened to more than 30 per cent in 
April and May.

i

. . . and in the Eighth District.

Residential volume is lagging in this district too. 
Through May about $123 million of residential con
struction was put under contract in this district. 
That was 17 per cent larger than in the same period 
last year. But all of the increase was in the first 
three months. In April volume dropped 22 per cent 
below the same month of last year and in May it 
was off 7 per cent. The declines from last year’s 
level have been accompanied by a less than sea
sonal upswing since January.

In the St. Louis territory, as defined by the F. W. 
Dodge Corporation, and which includes a sizable 
portion of the Eighth District, 11,800 new dwelling 
units were put under contract through May. That 
was a little better than a year ago when 11,200 were 
covered by contracts awarded. The over-all in
crease, however, reflected a big gain in apartment 
construction. In the one- and two-family class, 
which has been the backbone of the postwar resi
dential building boom in this area, there was a de
cline of 18 per cent.

Single-family units put under contract for owner 
occupancy in January and February were ahead of 
last year. In March they dropped below, by nearly 
27 per cent. The gap narrowed some in April but 
in May it widened to 22 per cent. In the one-family 
class built for sale or rent, volume during the first 
quarter showed a year-to-year gain. But in April it 
dropped a third below last year, and in May was 
less than half of the May, 1950 level when the all- 
time peak was reached.

Essentially the same picture is obtained from 
reports on new single-family units covered by build
ing permits. In Memphis, for example, the number 
of these units authorized for construction through 
May was off a third from the first five months last 
year. Exactly comparable data are not available 
for other cities in the district, but reports showing 
the estimated value of single-family residences cov
ered by permits tell a similar story. In Little Rock, 
dollar value of this class of building was down 
almost a third. In St. Louis (excluding the county) 
one-family dollar volume was off 47 per cent from 
the first five months last year.

Tighter credit has been a major factor in 
this development, . . .

A major influence on residential building activity 
in 1951 has been tighter credit. This reflects both 
credit restrictions relating directly to real estate 
financing and general monetary policy aimed at 
restricting availability of funds. Other influences 
have been builders’ anticipations as to the effects of 
tighter credit and some direct controls on building.

. . . operating directly on residential construction 
financing.

Shortly after the outbreak of war in Korea, the 
Federal Housing Administration reduced the maxi
mum amount of loan it would insure and cut the 
maximum eligible ratios of loans to values by five 
percentage points. The Veterans Administration 
instituted a minimum down payment for G. I. loans 
on housing. Both FHA and VA  required that any 
cost increase over July 1, 1950 levels, reflected in 
purchase price of housing, be matched by an addi
tional down payment on the part of the buyer.

After passage of the Defense Production Act of 
1950, which authorized real estate credit controls, 
the Board of Governors of the Federal Reserve Sys
tem issued Regulation X  under authority of an 
Executive Order of the President. This Regula
tion originally set up maximum loan values (in 
other words, minimum down payments) and ma
turity schedules on newly constructed one- and 
two-family dwellings financed privately without 
FHA insurance or V A  guaranty. Accompanying 
regulations to cover new and existing residential 
property financed with Government insurance or 
guaranty were issued by the Housing and Home 
Finance Administrator and the Veterans Adminis
tration. Subsequent amendments to these regula-

NEW ONE*FAMILY OWELLINGS PUT UNDER CONSTRUCTION 
ST. LOUIS TE RRI T ORY  — 1 9 4 6 - 1 9 5 1

NUMBER NUMBER
OF UNITS OF UNITS
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tions brought multi-family residential construction 
under similar credit control.2

In general, the real estate credit controls are 
designed to require larger down payments and 
shorter maturities and thus reduce demand for new 
housing credit and for new housing itself. Lower 
percentage down payments (higher maximum loan 
values) are permitted for lower-priced houses; hous
ing units costing $2,500-$5,000 have maximum loan 
values of 90 per cent, those costing $24,250 or more 
have maximum loan values of just 50 per cent. 
Veterans receive some preference in terms of some
what higher maximum loan values for housing pur
chased by them.

So far the impact of these real estate credit con
trols seems to have been more on builders’ antici
pations rather than on buyers’ demand for housing. 
A great volume of commitments for financing was 
entered into prior to the effective dates of the regu
lations and thus a lot of the actual residential con
struction done so far in 1951 has been exempt from 
their terms. Also the terms laid down apparently 
did not curtail effective demand as much as was 
anticipated. A substantial number of prospective 
home buyers evidently can meet the terms. The
1951 Survey of Consumer Finances, conducted for 
the Board of Governors, indicated that only 5 to 10 
per cent of those people interviewed who knew 
about the regulations would have their buying 
plans affected by such controls. Higher prices and 
uncertainties about the future seem to have been 
more limiting factors on demand than real estate 
credit controls.

At the same time, it seems likely that as 1951 
goes on, and as the backlog of pre-regulation com
mitments works down, the real estate credit con
trols will have a more restrictive effect. Tightening 
of terms does reduce some demand; the question 
really is just how much demand will be curtailed on 
the basis of existing terms. Builders of speculative 
housing apparently were rather strongly affected 
by their anticipations of curtailed demand for hous
ing. As a result they have followed a cautious 
policy with respect to new building and cut back 
their plans for 1951 in significant degree.

More significant in its impact on new housing 
starts than Regulation X  (plus the HHFA and V A  
regulations) has been the reduction in investor 
demand for mortgages. To some extent this repre-

* Regulation X  also was broadened to cover certain classes of non
residential construction credit. Further, by its recommendations in 
Bulletin N o. 4, issued June 14, the National Committee on Voluntary 
Credit Restraint has suggested that lenders adhere to the terms of 
Regulation X  in making loans on existing residential, commercial, and 
industrial property.
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sents an unwillingness to lend at the 4yi per cent 
and 4 per cent returns that were available last year 
on FHA insured or V A  guaranteed paper, in the 
face of the increased yields now available on Gov
ernment securities. In part, it represents unwilling
ness of mortgage investors to incur losses in selling 
U. S. Government securities at less than par or cost 
to obtain funds to make the mortgage loans. In 
addition, the unwillingness reflects a sense of being 
“ loaned up” on real estate. Real estate loans repre
sent a larger share of assets at the larger bank and 
insurance institutions than they have at any time in 
recent years. For the sake of diversification and 
liquidity, a “go-easy” policy has been instituted by 
these institutions in the acquisition of further real 
estate loans.

No extensive data are immediately available on 
mortgage lending.3 There appears, however, to be 
a fairly pronounced drying up of institutional mort
gage lending. Some mortgage lenders in the dis
trict are reportedly refusing all new applications. 
On the other hand, and perhaps more typically, 
other mortgage lenders maintain that mortgage 
money is still available for “ good” loans and at a 
price.

Materials and labor shortages have been minor
limiting factors.
One reason behind restricting real estate credit 

was to reduce effective demand for new housing 
and thus permit more critical materials to be chan
nelled into defense production. If the target of 
800,000-850,000 new dwelling units for 1951 were 
achieved, materials requirements for new housing 
in 1951 would be roughly two-thirds of those in 
1950, assuming no change in the types of units con
structed.

For a variety of reasons the materials require
ments for the defense program have not been as 
heavy as anticipated, and there has been no over
all shortage of building materials. Some items 
have grown more scarce and the materials supply 
situation may be generally tighter, but on balance 
most builders can secure needed supplies. Simi
larly, labor has been in adequate general supply so 
far. It may well be, however, that as the defense 
program, particularly the construction portion, gets 
rolling faster both factors will become limits on 
residential building.

* Amendment N o. 5 to Regulation X  requiring all lenders to register 
and supply facts about mortgage holdings by June 30, 1951 will shortly 
provide basic data on over-all total volume of real estate credit and its 
distribution at mid-1951. A  new reporting series being developed by the 
Federal Reserve System and the Housing and Hom e Finance Agency 
will provide information monthly on changes in the over-all volume when 
it becomes operative.
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ISonresidential construction is still going strong, 
however9 . . .

At the national level expenditures for non
residential construction generally are well above 
last year’s volume. This reflects primarily the very 
substantial plant expansion program under way in 
connection with the defense effort, including both 
private and public building, and the build-up of 
military and naval facilities.

In the first five months of 1951 nonresidential 
private construction expenditures, including public 
utilities, totaled $3.3 billion as against $2.4 billion 
in the same period last year. Private investment in 
new manufacturing facilities is running at a rate 
more than double that of 1950. Commercial con
struction, despite some limitation in connection 
with the necessity of securing NPA permits, so far 
in 1951 is 55 per cent ahead of last year. Public 
utility outlays are running 13 per cent larger than 
in 1950. Public construction, virtually all of it in 
the nonresidential building category, totaled $3.1 
billion through May, 1951 as against $2.4 billion in 
the same period in 1950.

In the district the increase in manufacturing con
struction put under contract through April is com
parable with the 100 per cent increase in expendi
tures nationally. Contracts for commercial struc
tures here are down, but in the public utilities field

VALUE OF MANUFACTURING BU ILD ING  CONTRACTS  
S E L E C T E D  D I S T R I C T  A R E A S *

CONTRACTS LET FOR COMMERCIAL CONSTRUCTION
S E L E C T E D  D I S T R I C T  A RE A S  *

SOURCE* F. W. Dodge Corp. 
includes E. Missouri; Arkansas; W. Tennessee, Louisville; Evansville; S. Illinois

the increase is relatively twice as large as that for 
the region as a whole.

. . . and total new construction in 1951 could 
top 1950 .
Thus, despite the decline in residential construc

tion, total new construction expenditures so far in
1951 are substantially higher than they were in 
1950. As noted, the increase through May was 19 
per cent. For the remaining seven months of the 
year, total construction expenditures could average
9 per cent less than in the same months last year 
and still add up to as large a dollar figure as we 
had in 1950.

As a matter of fact, if expenditures for new resi
dential construction in 1951 were off as much as 
one-third from the 1950 total and if nonresidential 
construction continued to show the gains evident in 
the first five months of this year, total construction 
expenditures for the country as a whole in 1951 
would top those of 1950. With the drive for new 
production facilities, both private and public, and 
the rapid build-up in military establishment expen
ditures, it is possible that at the close of 1951 a new 
record for total new construction expenditures will 
have been set.

Weldon A. Stein
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