
<*S r OF CURRENT CONDITIONS

A gradual rise in business activity, . . .

T h e  GRADUAL RISE in economic activity in 
district and nation which began last fall continued 
in January. Increasing production in the automobile 
and steel industries accounted for much of the rise 
in activity, but important support came also from 
a number of other durable and nondurable goods 
manufacturing industries and the continuing con
struction boom. Activities which usually decline at 
this time of year, such as outdoor work, apparently 
declined no more than seasonally. Department store 
sales, after reaching record levels for the month of 
December, were considerably higher in January than 
a year ago. Despite the upswing in business activity 
the general price level remained fairly steady.

. . . evident in D ecem ber, . . .

Data recently available confirm the rise in activity 
which was evident in December. The Federal Re
serve Board index of industrial production, at 130 
per cent of the 1947-49 average in December, was 
one point above November and four points higher 
than in December, 1953. The increase at that time 
was greatest in durable goods industries, largely 
because of the increase in auto production.

A similar rise in durable goods output was shown 
by use of electric power at selected industrial firms 
in major Eighth District cities. Total use of electric 
power rose 1 per cent in December from November 
and was 6 per cent better than a year ago. Power 
use at primary metals plants in the district advanced 
17 per cent above a year ago, at fabricated metals 
factories, 15 per cent, and at transportation equip
ment production facilities, 6 per cent.

. . . continued in January as the
automobile industry, other manufacturing, . . .

The rise in industrial production continued in 
January with a national rate of automobile produc
tion 3 per cent higher than in December and 44 per 
cent higher than a year ago. District auto plants 
were also operating at a high rate and a second shift 
was added at one plant in mid-January. Steel ingot 
production both in district and nation flowed at more 
than 80 per cent of capacity after a slight dip during 
the holidays. Lumber production, after a better 
than usual December, was down about the customary 
amount in early January. Support for the market is 
expected from an increase in furniture manufac
turers’ orders, a British announcement that restric
tion on imports of hardwoods from the United States 
would be relaxed (thus opening a market that has 
been almost completely lost since the W ar), and con
tinued high rates of construction. District crude oil 
output in early January was at a daily average rate 
of 341,000 barrels—almost reaching the wartime peak 
of 347,000 barrels, set in 1943.

However, reductions in defense production and 
some inventory adjustments continued. A large 
ordnance plant announced a reduction in ammunition 
production. And one large district producer of con
sumer’s durables closed a plant for the month of 
January to reduce finished stocks. Coal producers, 
although increasing mine output slightly in Decem
ber, were unable to maintain production as high as a 
year ago as warm weather stifled household demand.

. . . and a high rate of construction
supported the advance.

Construction contract awards and housing starts 
in recent months give an indication of the unusually
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high volume of construction underway as this year 
began. The number of housing starts in December 
in the nation was an all-time high for the month. In 
the Eighth District construction contracts for about 
$306 million were let in the final quarter of 1954, 
projects on which a major part of the actual work 
will carry over into 1955. Residential contracts 
awarded in the district reached a record level in 
dollar value, about 50 per cent greater than a year 
earlier.

Prices remained fairly steady, . , .
With activity increasing in the United States and 

continuing at a high level in Europe, demand for 
goods strengthened. However, the price level has 
remained remarkably stable. Some industrial ma
terials, such as steel scrap, aluminum pig, and copper, 
have increased in price since December but others, 
such as finished steel, have remained stable. Prices 
of farm products recovered somewhat from the sea
sonally low level of mid-December.

Prices of important Eighth District farm products 
advanced moderately in January, largely reflecting a 
rise of approximately 20 per cent in broiler prices. 
Tobacco prices, on the other hand, declined 15 per 
cent. Prices for all other major commodities changed 
only moderately.

Farm real estate prices in district states for the 
twelve-month period ending November 1, 1954, 
varied from declines of 1 or 2 per cent in the four 
southern district states to a 1 per cent increase in 
Missouri and a 6 per cent rise in Illinois and Indiana. 
For the district the dollar value of farm land ad
vanced 2 per cent, as did the national average.

The BLS index of retail prices was down slightly 
at mid-December from its November level, and Janu
ary sales of white goods and clothing may have 
lowered it slightly more since then.

. . , manufacturing employment im proved , . . .
Although total employment in January was down 

seasonally from its December level, there was prob
ably some further improvement in the durable goods 
industries which experienced the largest reductions 
in employment during the recent period of inventory 
adjustment and declining defense production. The 
January increase in insured unemployment can be 
attributed primarily to normal seasonal movements,

especially in trade, without the major layoffs in manu
facturing which were occurring at this time last year. 
According to a mid-January survey of employer in
tentions in major labor market areas made by the 
Department of Labor, continuing job gains in manu
facture of automobiles, aircraft, iron and steel prod
ucts, farm machinery, furniture, and equipment for 
trade and service establishments are expected for the 
next two months.

. , , and consumers continued to spend
at a high rate.

For the first three weeks of January, 1955, depart
ment store sales volume, both nationally and for the 
district, was substantially above that a year earlier. 
Seasonal promotions and more favorable shopping 
weather were factors in the increase. Traditional 
“white” sales, of both durable and nondurable goods 
met with success.

In the nation and in the district department store 
sales during December, on an adjusted daily average 
basis, advanced more than seasonally from Novem
ber. December sales were at record levels for the 
month in the St. Louis, Little Rock, and Memphis 
areas. But in the Louisville and Evansville areas 
volume failed to gain seasonally from November and 
was somewhat below previous December peaks.

At district reporting furniture stores December 
sales volume was substantially larger than in Novem
ber, and totaled slightly larger than in December, 
1953.

Inventories of reporting district department stores 
and furniture stores at the end of December, 1954 
were considerably lower than a month earlier and 
slightly under the level a year ago. Outstanding 
orders on December 31, 1954 at district department 
stores were substantially lower than on November 
30, but somewhat larger than on December 31, 1953.

Bank credit . , .

Bank credit contracted at weekly reporting banks 
in the district during the five weeks ended January 
26. The decline in loans was in large part occasioned 
by a net reduction in advances to businesses and 
farmers. The bulk of the reduction by businesses 
reflected seasonal net repayments by trade concerns 
and processors and distributors of agricultural prod
ucts. Loans on securities also were off. Reportedly
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the increase in margin requirements on stock pur
chases from 50 to 60 per cent in early January had 
only a slight effect on these loans. On the other 
hand, “other” (largely consumer) loans rose in con
trast to an average decline during the like weeks of 
other recent years. And real estate loans rose mod
erately compared with little change at this time 
normally.

The weekly reporting banks reduced their invest
ment portfolios $25 million, reflecting large net sales 
of Government securities, primarily Treasury bills 
and Government bonds. Partially offsetting the 
decline in holdings of Government obligations were 
sizable net additions in other securities primarily at 
the St. Louis banks in the week ended January 26.

. . . and total deposits declined . . .
Total deposits declined substantially (about $200 

million), banks in all reporting centers sharing in the 
loss. The decrease resulted in part from sizable 
Treasury calls on tax and loan accounts, but in
dividuals and businesses reduced their balances also. 
To help meet the drains of funds, these banks re
duced their reserve balances and other cash accounts 
and increased their borrowings.

. . . and interest rates rose in January.
During the first three weeks of January most inter

est rates moved upward. For sensitive yields, the 
rise was fairly sharp. The average yield on Treasury 
bills issued on January 20 was 1.41 per cent, which 
was higher than any weekly rate during 1954 and 
compares with an average of 1.05 per cent on bills 
issued January 6 this year. Dealer rates on prime 
4-6 months commercial paper were marked up U of 1 
percentage point to a level of roughly 1% per cent. 
Several factors tended to increase both short and 
long-term interest rates. Demand for new capital 
funds to finance construction by local governments 
continued large. New capital placements by mu
nicipalities in January were estimated at $750 million, 
or about double the amount floated in the correspond
ing month a year ago. Issuance of around $570 
million of notes by the FNMA also added to the 
demand for funds. Rates worked up in expectation 
(since confirmed) of a long-term bond in connec
tion with the Treasury’s February-March refundings. 
The rate changes also reflected a tightening of bank 
reserve positions and press reports of a change in 
monetary policy.

O s T O
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oF CURRENT c o n d it io n s

Business improved in February . . .

B u s in e s s  ACTIVITY continued a gradual but 
sure advance in February in district and nation, with 
a rise in industrial production and an extraordinarily 
high rate rate of construction activity, considering 
the season. The rise in business activity caused some 
decline in insured unemployment, strengthened prices 
of industrial materials and apparently increased the 
demand for bank loans. Consumers spent more in 
department stores than they did a year earlier.

. . . with an increase in industrial output . . .

Industrial activity in district and nation appears 
to have risen again in February, led again by in
creases in auto assembly and steel production. While 
the automobile industry has been perhaps the pri
mary impetus in the upswing of the past few months, 
there are indications that the sources of strength un
derlying the rise are broadening. Steel producers in 
the nation report increasing demand for types of steel 
other than those supplied to the auto industry. Steel 
distributors in the St. Louis area have recently en
joyed ci sharp increase in orders from a wide variety 
of manufacturers over the Eighth District. In addi
tion, the producers of steel in the St. Louis area in
creased their output to more than 1 0 0  per cent of 
rated capacity in the week ended February 20. In 
comparison the national rate that week was 89 per 
cent. Significantly, the auto industry, while an im
portant customer, takes a smaller portion of St. Louis 
area steel output than of production from other 
areas. Further evidence of the fanning out of the 
gains in durable goods production is to be found 
in preliminary reports from employment offices with
in the district. Some district producers of household 
appliances, farm equipment, and defense items have

recently been calling back employees laid off earlier 
or have been gradually adding to their forces.

Lumber production, recovering from a slight dip 
in January caused by bad weather, rose 9 per cent for 
Southern pine and 13 per cent for Southern hard
woods in the first two weeks of February, with orders 
running above production. Crude oil output edged 
even higher to exceed district producers’ World War
II average daily output levels. Livestock slaughter, 
however, was off. In the St. Louis area the decline 
in early February has been averaging about 9 per 
cent compared with January and 3 per cent com
pared with February, 1954.

. . . and a continued high level of construction
activity, considering the season.

Although construction activity has been somewhat 
reduced from its December level by the weather, it 
is extremely high for this time of year. The number 
of new dwelling units begun during January in the 
nation was the largest for any January in history, 
and was 33 per cent higher than in January a year 
ago. In the Eighth District, total construction con
tract awards in January were up 64 per cent from 
a year ago and residential contract awards were up 
92 per cent, assuring a high rate of building for Feb
ruary and the next several months.

The rise brought improvement
in labor markets, . . .

Despite the rise in business activity total nonfarm 
employment in January in the nation and in most 
district areas was still lower than a year earlier. How
ever, the difference in the yearly comparisons has 
been narrowing. In February, declining initial claims 
for unemployment compensation indicated some 
further improvement in labor markets. The new 
claims filed in district states through the week of
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February 12 were considerably smaller than in the 
corresponding period in 1954 when major layoffs in 
durable goods manufacturing were added to the 
usual winter layoffs in construction, trade, and other 
lines. The total volume of insured unemployment in 
the nation and in all of the district states was lower 
in mid-February this year than in late January or a 
year earlier.

. . . strengthened industrial material prices . . .
With quickened industrial demand, prices of some 

materials advanced moderately in February. Scrap 
lead and scrap copper, sensitive to demand-supply 
changes, were among the materials whose prices in
creased. Copper prices were increased not only by 
rising demand but by a work stoppage in Rhodesia 
which restricted supplies. Offsetting some of the up
ward pressure on copper prices, exports of copper 
from the United States were limited early in the 
month by temporary Federal restrictions. The price 
increases for materials which have occurred in the 
last two months did not appear to have caused much 
change in prices of finished industrial products 
through mid-February, except for a few products, in
cluding tires.

. . . and increased the demand for bank loans.
The improvement in district industrial activity and 

the continued high rate of building have apparent
ly been felt by district banks. In the four weeks ended 
February 23 total loans at district weekly reporting 
banks rose $17 million instead of declining moder
ately, the usual development at this time of year. 
Business loans showed increases, in contrast to aver
age net repayments in the like weeks of the past three 
years, with the strength centered in advances to trade 
concerns, sales finance companies, public utilities, and 
contractors. Net repayments by processors and dis
tributors of agricultural products were smaller for 
the current period than the average for the corre
sponding weeks of the past three years. Loans on 
securities and on real estate were also up, with the 
gain in real estate financing substantially more than 
usual for this time. On the other hand, “other,” large
ly consumer, loans showed about the normal decline. 
On balance these banks reduced their holdings of 
securities, with a decline in United States Govern

ment obligations being partly offset by moderate net 
purchases of other securities.

Department store sales were higher than a year
ago.

Consumer spending at department stores in the 
nation and in the district for the first seven weeks 
of 1955 was at a somewhat higher level than in the 
corresponding period of 1954. Seasonal promotions 
of white goods” and more favorable shopping 
weather than a year ago were among factors in the 
increase. Through mid-February department store 
sales in the nation were 6 per cent larger and district 
department store sales were 5 per cent above those 
of a year ago.

Seasonally adjusted daily average department store 
sales for the nation advanced from 117 per cent 
of the 1947-49 average in December to 118 per cent 
in January, 1955. In the district, adjusted daily sales 
advanced from 118 per cent in December to 120 per 
cent in January. In comparison, adjusted district sales 
were 108 per cent of the 1947-49 base period in 
January, 1954.

January sales at reporting district furniture stores, 
while considerably below those in December, were 
about one-tenth above those in January 1954

Farm prices changed little on balance.

Prices received for district farm products averaged 
about the same on February 25 as 4 weeks previous. 
A sharp contraseasonal rise in egg prices plus con
tinued strength in broiler prices contributed posi
tively to a sustained aggregate price level. Hog prices, 
on the other hand, declined an additional 8 per cent 
to a level of 38 per cent below those of a year ago. 
Prices received for other major farm products were 
relatively stable during the recent four-week period.

Burley tobacco sales closed with indications of 
market weakness. Prices on most Kentucky markets 
declined sharply from mid-January to mid-February. 
For the 1954 crop as a whole, the average price re
ceived was $49.63 per hundred-weight, 4 per cent 
below the previous year’s average. An indication of 
future demand and supply uncertainties was the fact 
that one-third of the 1954 crop was placed under the 
control of the Commodity Credit Corporation com
pared with 17 per cent for the 1953 crop.
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OF CURRENT CONDITIONS
Business activity rose further in March, , . .

B u s in e s s  ACTIVITY in the Eighth Federal Re
serve District continued to rise in March. Factories 
and mines turned out their products more rapidly 
during March than in February and construction 
activity continued to boom. Consumer spending at 
district department stores advanced somewhat above 
year-earlier levels. The rise in activity brought im
provement in the district labor markets and a stronger 
demand for business loans. However, wholesale 
prices declined slightly, primarily as a result of lower 
prices of some farm products.

, . . hut still did not equal the previous peak rate.
While activity was at a higher level in March it 

still had not recovered to the peak levels of 1953. In
dustrial production in the nation in February was at 
a seasonally adjusted rate of 133 per cent of the 1947- 
1949 average, compared with the peak rate of 137 
per cent reached in 1953. Gross national product in 
the first quarter was probably considerably larger 
than the seasonally adjusted rate of $362 billion 
achieved in the fourth quarter of 1954, and apparent
ly was close to the peak rate of $370 billion reached 
in the second quarter of 1953.

With activity below previous peak rates and with 
a larger labor force, unemployment in the nation, 
after allowance for seasonal factors, was substantial
ly higher than it was when the economy was oper
ating at peak activity, although below levels exist
ing during most of 1954. Similarly, employment in 
nonagricultural establishments (seasonally adjusted) 
in February 1955 was about 1.4 million persons less 
than at the peak in July 1953, although 600,000 higher 
than at the low point in August 1954. Manufacturing 
employment has not kept pace with production. In 
fact, the physical volume of manufacturing in Febru
ary was about 6 per cent larger than a year earlier, 
while the number of production workers employed 
in manufacturing was 2 per cent less. In part this 
divergent behavior reflects increased productivity and 
a longer average work week, which has risen from 
39.6 hours in February 1954 to 40.5 hours in Febru
ary 1955.

With industrial output increasing . . .
The output of factories and mines in the district 

continued strong in March. Steel ingot production in 
the St. Louis area averaged about 94 per cent of 
capacity for the two-month period February and 
March, up from 81 per cent in January, and well 
ahead of a year earlier when furnaces were operated 
at less than one-half capacity. Greater electric power 
consumption in February than January indicated 
that most manufacturing industries were increasing 
output. Nonelectrical machinery producers stepped 
up use of power 14 per cent; fabricated metals fac
tories, 11 per cent; electrical machinery producers, 7 
per cent, and transportation equipment plants, 5 per 
cent.

Lumber and wood products plants increased their 
use of power 47 per cent from January to February 
and were using 40 per cent more than during Febru
ary 1954. From the forest areas, reports indicated a 
seasonally rising rate of lumber output in both pine 
and hardwoods, continuing into March.

In March, crude oil production in district states 
leveled off at a high rate. Coal production fell, re
flecting seasonal cutbacks and, in Kentucky, the lack 
of coal cars caused by a railroad workers strike.

. . . and retail sales larger than a year ago, . . .
Consumer spending at district department stores 

in the first four weeks ending in March rose more 
than seasonally from February and was at a some
what higher level than a year ago, even after allow
ance for a one-week-earlier date of Easter this year. 
In the St. Louis area, homefurnishing divisions of de
partment stores also recorded gains over year-ago 
volume as stores continued to meet “discount” pricing. 
Sales of new autos continued at high levels.

February sales of reporting district department 
stores on a seasonally adjusted basis dropped below 
those in January reflecting in part adverse shopping 
weather, but were slightly larger than in February
1954. For the first twelve weeks, sales volume was 
5 per cent larger than in the corresponding period 
of 1954.

Furniture store sales during February, for the dis
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trict as a whole, were larger than in both the previous 
month and comparable month a year ago.

. . . unemployment declined . . .
Insured unemployment continued to decline in 

March as employment increased seasonally in apparel 
manufacturing and outdoor activity, and primary 
metals and transportation equipment industries re
called workers. However, insured unemployment as 
a percentage of covered employment in early March 
was well above the national average in district states 
of Mississippi, Tennessee, Kentucky and Arkansas.

Strikes of chemical, telephone, and railroad workers 
idled about 7,000 in the Louisville area in March.

. . . and bank loans to business rose.
During the four weeks ended March 23, the loan 

demand by businesses at district weekly reporting 
banks continued strong. Business loans rose moder
ately in contrast to normal net repayments during the 
corresponding periods in recent years. At banks re
porting detailed information, all types of borrowers 
except processors and distributors of agricultural 
products increased their indebtedness. Real estate, 
security, and “other,” mainly consumer, loans rose 
slightly, while holdings of CCC paper showed small 
reductions.

The average interest rate charged on short-term 
business loans made during the first half of March 
at the four reporting banks in St. Louis was 3.37 per 
cent—about the same as the average rate for the first 
half of December 1954.

Inventories were built up, . .  .
Rising business activity has been due in part to 

the shift from inventory liquidation last year to ac
cumulation this year, reflecting the fairly widespread 
opinion of businessmen that sales in 1955 will in
crease over their 1954 level. Nationally, business in
ventories were expanded on a seasonally adjusted 
basis in January and the recent upturn of business 
loans suggests that the trend continued in February 
and March.

. . .  as consumers planned to increase their
purchases of houses and durable goods, . . .
In a survey conducted by the Board of Governors 

of the Federal Reserve System early in the year, con
sumers viewed their financial situation a little more 
favorably than a year earlier and about as favorably 
as in early 1953. They were more optimistic than a 
year ago about their own income prospects and the 
general business outlook. The proportion of consum
ers planning to buy new cars was about the same 
as it was last year, but the average amount of ex

penditure indicated was larger. The higher rate of 
automobile production and sales in recent months 
compared with a year ago coincided with the survey 
finding that more new car purchases were scheduled 
for the first half of the year than was the case a 
year ago. Also, in comparison with year-earlier in
tentions, a larger number of consumers planned to 
purchase used cars, to buy furniture and appliances, 
and to make home improvements. Intentions to buy 
new and existing houses were also more frequent. 
The latter increase was almost entirely accounted for 
by veterans, who now have available easier mortgage 
credit terms than in early 1954.

. . . and capital outlays by business
were scheduled to rise slightly.
Business expenditures for new plant and equipment 

in 1955 are expected to total about $27 billion, about 
one per cent more than in 1954, according to a survey 
conducted in February and early March by the De
partment of Commerce and the Securities and Ex
change Commission. Outlays are expected to turn up 
in the second quarter of this year, ending a decline 
that began in 1953. Increased capital outlays planned 
by public utilities and commercial companies more 
than offset decreases in such investment in manufac
turing, mining, and transportation industries.

Farm product prices declined . . .
Prices received for district agricultural products in 

mid-March were one per cent below those four weeks 
earlier largely as a result of a 15 per cent drop in 
egg prices, which was only partly offset by an 18 
per cent increase in broiler prices. Prices received 
for other major district farm commodities changed 
only moderately.

. . . and farmers planned to shift
production substantially.
As of March 1, farmers in district states planned to 

increase the total acreage planted to crops, but to 
reduce the land seeded to corn, rice, tobacco and 
cotton.

The largest reduction in district states is expected 
to be for corn—570 million acres. Rice, cotton, and 
tobacco acreages are expected to be reduced ap
proximately 30, 15 and 8 per cent, respectively. Fall 
planting of wheat, a dual-purpose winter pasture and 
cash grain crop, was reduced only 2 per cent.

Acreage increases of approximately 400,000 each 
are expected for oats, soybeans, barley and hay. The 
amount of land planted to rye and sorghum is ex
pected to increase 300,000 and 60,000 acres, respec
tively, over actual plantings last year.
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OF CURRENT CONDITIONS

B u s i n e s s  AC TIV ITY gained more speed in 
April. Factories produced at a faster pace and the 
construction industry, already operating at a peak 
rate, undertook a record volume of contracts in the 
first quarter. Consumers continued purchasing large 
quantities of goods, especially automobiles. Insured 
unemployment in district states declined about sea
sonally during April. Reflecting the rise in business 
activity, bank loans declined substantially less than 
usual from the end of 1954 through April 13. How
ever, work stoppages limited activity, and the freeze 
in late March damaged some farm crops.

Rising business activity refected primarily
larger consumer takings of goods and services.
Much of the increase in business activity so far this 

year has reflected larger consumer takings of goods 
and services. In the first quarter of the year personal 
consumption expenditures on a seasonally adjusted 
annual rate basis rose $4 billion or 2 per cent from 
fourth quarter 1954. Increased purchases of durable 
goods accounted for most of the gain, mainly because 
new car buying was at record levels. Nondurable 
goods purchases and outlays for services were only 
slightly higher than in the previous quarter.

The high rate of consumer buying carried over into 
April. Department store sales in the district in the 
1955 Easter season (six weeks prior to and one week 
following Easter) were slightly larger than in the 
comparable season in 1954. And new cars delivered 
to customers in the first ten days of April rose further 
from the peak rate reached in March.

The more rapid increase in demand for durable 
goods than for nondurable goods was reflected in 
district department store sales. Normally, consumer 
spending at department stores in the first half of the 
year and particularly in the Easter season, is con
centrated in the soft lines. In the 1955 season, except 
for one week, the weather gave little cause for con
cern, but performance in the soft lines was still 
termed disappointing.

The increase in consumer outlays was based
on higher income and greater use of credit.
With the rise in nonfarm employment (on a sea

sonally adjusted basis), higher hourly earnings and 
longer average work week, personal income rose 
nationally by over $3 billion (seasonally adjusted

annual rate) in the first quarter. Income after taxes 
rose even more, about $4M billion, reflecting the de
layed effect of 1954 tax reductions and revisions. Per
sonal saving increased only slightly as the proportion 
of disposable income saved held steady. Consumers 
augmented their purchasing power by borrowing 
more, especially for new car purchases.

Industrial operations continued high, . . .
Industrial operations in the nation picked up more 

speed in April. In the first three weeks of April 
steel mills operated at 95 per cent of capacity com
pared with 93 per cent in March, and automobile out
put also rose above the March average. Freight car- 
loadings, an index of factory output, and crude oil 
output were larger, too. Other indicators, such as 
paperboard output, held fairly steady while soft coal 
and electric power production declined about 
seasonally.

While many indicators remained high, final March 
figures and early April reports suggest that industrial 
production is at least leveling off in the Eighth Dis
trict. Steel ingot production in the St. Louis area 
has remained at peak levels. But electric power con
sumption on a daily average basis in selected manu
facturing firms was generally down slightly in March 
from February. In addition, a strike of workers on 
the Louisville & Nashville Railroad continued to 
limit activity of some industries. Lumber production 
also declined in early April, with Southern pine pur
chases off slightly, although the buying of Southern 
hardwood picked up. Crude oil production has 
remained dt a high level. Coal production picked 
up from a low point in early March but, for the 
month as a whole, declined seasonally.

. . . and construction activity was scheduled
to increase further.
Construction activity, already high, was scheduled 

to increase further as the industry undertook a record 
volume of new work. During the first quarter of 
this year, contracts were awarded for some $143 
million in residential building and almost $200 mil
lion in other construction in the district. Residential 
contracts were 84 per cent greater in value than those 
awarded in the same months of last year and all other 
contracts were 26 per cent higher. The backlog pro
vided by these contracts assures a high level of build
ing activity for several months at least.
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Expenditures for new construction in the nation 
during the first quarter were at a record rate of $41 
billion a year, after adustment for seasonal influences, 
compared with $38 billion in the preceding quarter 
and actual expenditures of $37.2 billion during 1954.

Insured unemployment declined seasonally.
Labor disputes in district and nation in April re

tarded the growth in employment somewhat. Tele
phone and rail workers were out for most of the 
month in portions of the district, and there were 
strikes in manufacturing plants in St. Louis, Louis
ville, and Fort Smith late in the month. Some lay
offs in coal mines and manufacturing plants in Ten
nessee and Kentucky were secondary effects of the 
rail dispute. Despite the strikes, insured unem
ployment declined about seasonally in most of the 
nation and district during April.

Nonfarm employment in major district metropoli
tan areas in March was still generally below year 
earlier levels, as indicated in the following table. 
However, with employment increasing this year in 
contrast to declines a year ago, the reports for April 
will probably be more favorable. Still, the recovery 
has failed to bring employment back to the high 
levels existing in 1953 as shown by the declines from 
two years earlier.

NONFARM EMPLOYMENT IN THOUSANDS
March Change from March

Metropolitan Area 1955 1954 1953
St. L ou is .............................................................  699.3 —  9.8 — 32.1
Louisville........................................................... 218.2 +  1.2 — 13.0
M em phis.............................................................  155.5 — 10.0 — 15.7
Evansville........................................................... 68.4 —  0.1 — 14.8
Little R ock ........................................................  67.9 —  0.2 —  0.4
Springfield........................................................... 34.5 +  0.6 +  2.4

With activity generally rising, the demand
for bank loans was stronger than usual, . . .
With most sectors of economic activity rising, the 

demand for bank loans from the end of 1954 through 
April 20 was stronger than usual at district weekly 
reporting member banks. Demand was widespread, 
as consumer and real estate loans expanded and busi
ness loans contracted less than seasonally. Most 
types of businesses, other than processors and dis
tributors of agricultural products, made net additions 
to their indebtedness. Outstanding real estate loans 
reached a peak volume of $284 million, 3 per cent 
larger than at the end of 1954. During the cor
responding period last year, these loans declined.

Demand deposits fell substantially less from the 
end of 1954 through April 20 than during the like 
period a year ago.

. . . the discount rate was raised, . . .
The stronger than usual demand for loans over the 

sixteen-week period has tended to tighten banks’

reserve positions further. On the average during the 
first three statement weeks in April, member banks 
held few “free” reserves (excess reserves less bor
rowings at the Federal Reserve Banks). Reflecting 
this pressure on bank reserve positions and the de
mand for short term funds generated by the Treas
ury’s issue of over $3 billion of tax-anticipation cer
tificates, yields on short-term Government securities, 
commercial paper and bankers’ acceptances rose. On 
April 14 the Federal Reserve Bank of Kansas City 
increased its discount rate from IV2 per cent to 1% 
percent. Most other Reserve Banks took similar 
action within a few days.

. . . and margin requirements boosted.
Despite the January 5 increase in margin require

ments, the use of credit in stock market dealings 
expanded further through April 20 and was a factor 
in the rise in stock prices, which reached new peaks.

Customers’ debit balances, excluding borrowings 
for carrying United States Government securities, of 
member firms of the New York Stock Exchange, rose 
$62 million during March to total $2,652 million at 
the end of the month. In addition, customers’ free 
credit balances declined $41 million in March and 
the number of margin accounts with debit balances 
rose 9 per cent in the first quarter of the year.

Loans to brokers and dealers by large New York 
City banks for purchasing or carrying securities other 
than United States Government obligations reached 
$1,820 million on April 20. Effective April 23, margin 
requirements were raised by the Board of Governors 
of the Federal Reserve System from 60 to 70 per cent.

A late freeze hurt farm prospects.
A hard freeze in late March damaged some farm 

crops in the district. The peach crop over most of 
the district was severely hurt and strawberry pros
pects, which had been set back by exceptionally dry 
weather last Fall, were further reduced. New stands 
of alfalfa were killed in many cases and winter-hardy 
crops such as oats and wheat, were damaged over 
large sections of the district. Early vegetable plants 
were also killed; however, new plantings will prob
ably replace most of those that were destroyed. 
Pastures suffered a major setback from the cold 
weather. Practically all new legume plantings were 
killed in the southern part of the district and most of 
the older legumes were severely damaged.

On the brighter side of the picture, farm land in 
the district has received plenty of moisture. This, 
coupled with warm weather during the middle of 
April, has resulted in almost ideal growing conditions 
for those crops which survived the freeze.
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OF CURRENT CONDITIONS

D i s t r i c t  b u s in e s s  a c t i v i t y  continued to
rise in May as evidenced by strong demand for bank 
loans, extraordinarily high steel production in the 
St. Louis area, an increase in rail freight movement, 
and increased consumer spending at district depart
ment stores. Prices of important district farm prod
ucts were little changed in May.

A rise in bank lending , . ,

Firm evidence of the increasing tempo of district 
business activity was bank lending at district weekly 
reporting member banks, which rose contraseason- 
ally during the four weeks ended May 18. Total loans 
rose $20 million in contrast to normal net reductions 
at this time. Business loans were virtually unchanged 
compared to usual net repayments for this period; 
outstanding loans in all other categories rose. Loans 
on real estate reached a new high ($288 million), 
increasing $3 million in the period and $31 million or 
12 per cent during the past year. “Other,” largely 
consumer, loans rose $6 million compared to an aver
age increase of roughly $2 million for the like weeks 
of 1947-1954.

To meet the contraseasonal loan expansion and a 
drain on demand deposits ($17 million), district 
weekly reporting banks continued to sell short-term 
Government securities. Over the past year the asset 
distribution of these banks has changed markedly, 
reflecting the increase in loan demands and the effects

PERCENTAGE DISTRIBUTION OF ASSETS 

DISTRICT WEEKLY REPORTING BANKS

May 18, 1955 May 19, 1954

Cash ........................................................... 24 .3% 25.1%
Treasury bills and certificates .......... 1.5 5.0
Other investments ................................ 33.5 30.3
Loans (adjusted) .................................. 39.1 38.2
Other a sse ts ............................................... 1.6 1.4

Total assets . . .  ........................  100.0%  100.0%

of Treasury refunding. Loans and longer-term securi
ties have been expanded, while cash and secondary 
reserves have been reduced.

, . . and a high steel rate gave evidence
of increasing business activity,

Steel ingot production at St. Louis exceeded nor
mal capacity in the first three weeks of May with a 
rate 14 per cent higher than in April and 45 per cent 
higher than a year earlier. The high steel rate indi
cates that other district manufacturers, as well as the 
district construction industry, have increased their 
production also, notwithstanding the possibility that 
some of this flood of steel is going into inventories.

In April a high rate of steel production was accom
panied by increasing production in a wide range of 
district industries, as indicated by power consump
tion data which have just become available. Electric 
power consumption at selected district industries 
generally surged upward in April and practically all 
of these industries used much more power than in 
April 1954, Nonelectrical machinery, stone-clay-glass, 
and rubber manufacturing establishments particu
larly stepped up their use of power from March levels. 
Only paper and shoe manufacturers, of the 14 groups 
for which figures are available, failed to show some 
increase.

Another indication of increasing industrial activity 
generally was that rail freight interchanges in the St. 
Louis area in early May continued at a high level, 
greater than during the first part of any month in 1954.

Lumber production has declined slightly, accord
ing to latest reports, but output was at high levels 
throughout the winter and the market is firm. Crude 
oil output continued at a high level in April and early 
May. Coal production declined in April, but was 
over 20 per cent larger than that of a year ago.
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Construction activity . . .

Construction activity remained at a high rate, as 
indicated by residential construction contract awards 
through April which were 65 per cent higher than in 
the same period of 1954. Contracts for all-other-than- 
residential construction through the first four months 
of this year were 22 per cent higher than a year 
earlier.

A strike of building materials truck drivers and 
laborers of just over three weeks’ duration caused 
some slowdown in construction activity during May 
in the St. Louis area, particularly on projects requir
ing delivery of ready-mixed concrete.

. . . and consumer spending were at high levels.

Consumer spending in district department stores 
in the first three weeks of May was stimulated by 
springlike temperatures and by seasonal and special 
promotions. Much of the increase resulted from con
tinued interest in the hard goods lines. At reporting 
district department stores, sales volume for the four- 
week period ended May 21 was nine per cent higher 
than a year ago.

The continued interest in consumer household dur
ables was evidenced by the experience of reporting 
department stores in the St. Louis area. Customers, 
apparently attracted by the department store policy 
of meeting “everyday” prices on hard goods, cen
tered much of their purchasing in those departments 
featuring price reductions. For the first four months 
of 1955 sales in the homefurnishings division were 
almost one-fifth larger than in the like period of 
1954. In contrast, sales in the apparel divisions for the 
four-month period were at about the same level as a 
year earlier.

ADVANCE RELEASE AVAILABLE

A limited number of advance copies of the Survey 
of Current Conditions will henceforth be released 
on the first of the month, several days before the 
printed copies of the M o n t h l y  R e v i e w  are ready 
for mailing. If you are interested in receiving one of 
these advance copies, please notify: Research 
Department, Federal Reserve Bank of St. Louis, 
411 Locust St., St Louis 1, Mo.

Strong consumer interest in durables in May was 
indicated also by the large rise in “other,” largely 
consumer, loans at district weekly reporting banks.

The rise in business and settlement o f strikes
brought improvement in labor markets.

Insured unemployment declined in most district 
labor markets from early April to early May and was 
considerably lower than a year earlier. In Illinois, 
the one district state to show a rise, the increase 
reflected primarily the beginning of a new benefit 
year rather than new unemployment.

Strikes in the Southern Bell Telephone Company 
and the Louisville and Nashville Railroad were set
tled in May, returning several thousand district work
ers to their jobs. A considerable amount of indirect 
unemployment had been attributed to the rail strike, 
especially in Kentucky and Tennessee.

District farm prices were little changed.

District farm prices remained stable but at a rela
tively low level during the four-week period which 
ended May 27. Beef cattle and soybean price de
clines of 8 and 2 per cent, respectively, were approxi
mately offset by increases for other commodities in
cluding a 15 per cent rise in prices received for 
broilers.

Growing conditions throughout the district this 
spring have been diverse, with continued moderate 
moisture deficiencies in some areas and excessive 
moisture in others. Subsoil moisture is generally bet
ter than a year ago. During May, moisture conditions 
were generally improved with near normal or above 
normal rainfall at all major weather stations in the 
district. Heaviest rainfall was in the Central Arkansas 
area where the 7.7-inch rain in Little Rock during a 
six-hour period on May 26 broke all records. For
tunately, the high-income rice crop in that area was 
not severely damaged.

Notwithstanding moisture deficiencies in some 
areas for the period February to April, inclusive, the 
livestock feed situation on May 1 was generally better 
than last year. In Tennessee and Mississippi, how
ever, pasture conditions averaged below last year and 
below normal. Stocks of hay on farms in district 
states, excluding Tennessee, were larger than a year 
ago by a wide margin.
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OF CURRENT CONDITIONS

District business activity in June held close to
peak levels.

B u s in e s s  ACTIVITY in the Eighth Federal
Reserve District held close during June to the peak 
levels reached in May. Production of steel and auto
mobiles declined slightly, and department store sales 
showed little change. At the same time construction 
activity continued at a fast pace and the demand for 
bank loans remained strong. Insured unemployment 
fell, but the labor markets were flooded with June 
graduates and vacation job-seekers. Prices of major 
district farm products rose somewhat.

The rise in the nation’s business activity in recent 
months has taken the economy to new peaks. The 
gross national product for the second quarter was 
about 2 per cent larger than the previous peak of 
two years earlier. Industrial production in May 
reached a new record after seasonal adjustment of 
138 per cent of the 1947-49 average. Outlays for 
total new construction in May, seasonally adjusted, 
were at a record annual rate of $42 billion, or nearly 
$5 billion more than during all of 1954. The rise 
in business activity has been accompanied by im
provement in the labor markets. Employment in 
mid-May was 700,000 higher than the previous May 
record reached in 1953. Unemployment fell to 2.5 
million, the lowest level since 1953. Personal income 
has also reached record levels. With higher income 
augmented by substantial use of credit, consumers 
purchased goods in record volume in April and May, 
after allowance for seasonal trends.

Two important sectors of the national economy 
have reversed their previous rise. Automobile pro
duction was cut in June by work stoppages and to 
allow dealers to reduce their stocks of new cars. Resi
dential construction contracts awarded declined from 
April to May and continued downward in the first 
half of June.

Nevertheless, the outlook for the rest of the year 
appeared favorable. With high and expanding in
come, consumer demand may well increase further.

Rising capital outlays are planned by business for 
the third quarter. State and local governments face 
a large backlog of needed public work and probably 
will continue to expand their outlays. Moreover, the 
supply of labor appears to be ample to accommodate 
further increases in business activity.

Production of some major industries declined
Steel poured from St. Louis area mills at full 

capacity rates in June in order to meet strong demands 
of district customers, especially for flat rolled prod
ucts. However, this was down slightly from May 
when mills had operated at 106 per cent of rated ca
pacity. Construction, natural gas pipelining, and in
creased manufacture of appliances and machinery 
accounted for much of the demand. Automobile 
assembly at district plants also lessened during June, 
due to interruptions by sporadic work stoppages and, 
toward the end of the month, reduced schedules as 
the close of the 1955 model season approached. Lum
ber output remained about the same, on balance, 
with mills operating at a higher rate than in 1954. 
Crude oil production in the first half of June was up
3 per cent from its rate in the corresponding weeks 
of May and was 14 per cent higher than a year ear
lier. Coal production continued to hold up well. The 
shoe production outlook for the district was bright
ened by an announcement of International Shoe Com
pany that it would step up production activity in this 
area to meet an anticipated increase in fall sales and 
as a result of an expansion of facilities in the Midwest. 
Shoe manufacturers generally are optimistic as to the 
fall season, according to trade reports.

Department store sales showed little change.
Sales at reporting district department stores in the 

first four weeks of June were about the same as in 
May, after allowance for seasonal factors. They lagged 
behind those of June 1954 when extremely hot weath
er aided sales of seasonal merchandise. Sales of new 
automobiles continued at a relatively high level, but 
the pace showed signs of slackening. Used car sales 
were somewhat higher than a year ago.
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During May, district department store sales 
dropped contra-seasonally from April, but were con
siderably above those in May 1954. After allowance 
for seasonal factors, the adjusted index of daily 
average sales dropped from 122 per cent in April 
to 121 per cent in May. It was at 106 per cent of 
the 1947-49 average in May 1954. Cumulative vol
ume for the first five months of 1955 was 7 per cent 
above that in the like period of 1954.

In the St. Louis area, there were indications of 
revived consumer interest in the apparel lines. After 
running at about the same level in the first four 
months as in 1954, sales of women’s and misses' 
ready-to-wear apparel and accessories and in mens 
and boys’ wear divisions recorded substantial in
creases over those in May 1954. Volume in the 
homefurnishings divisions continued at a level con
siderably above that a year ago in those departments 
where selling prices have been reduced to meet 
competition.

At reporting furniture stores in the district, sales 
during May were larger than in April and in May
1954.

The retail value of inventories held by reporting 
department stores and by furniture stores on May 31 
for the district as a whole was not much changed 
from that a month earlier or on the like date of 1954. 
Outstanding orders, however, were considerably 
larger than on April 30 or a year earlier.

Construction contract awards remained high . . .
Total contract awards for new construction in the 

first half of June in the St. Louis territory of F. W. 
Dodge Corporation, which includes most but not all 
of the Eighth District, were at a higher rate than in 
May or the same period of 1954. For the June period, 
however, residential awards were made at about the 
same rate as in May.

After allowance for seasonal change, the value of 
residential contracts awarded in the district has de
clined in recent months from the extraordinarily high 
peak reached earlier in the year. The index of district 
residential contracts awarded ( seasonally adjusted, 
three month moving average centered on middle 
month) declined from 419 per cent of the 1947-49 
average in January to 273 per cent for April.

. . , and the demand for bank loans strong.
The demand for bank loans continued strong at 

district weekly reporting member banks during the 
five weeks ended June 22. A large part of the bor

rowing was to finance real estate purchases and con
sumer buying. Real estate loans rose substantially 
more than in the corresponding periods of recent 
years. The increase in "other”, largely consumer, 
loans was $14 million or 3 per cent in the period 
and 8 per cent for the year to June 22. By compari
son, these loans contracted slightly in the first five 
and a half months last year, and rose 6 per cent in 
the like period of 1953, when the demand for con
sumer credit was stimulated by a high level of 
business activity and by easier credit terms follow
ing the removal of Regulation W. The recent gain 
was primarily in automobile instalment paper.

Businesses made seasonal net repayments during 
the five weeks ending June 22. However, cumulative 
net repayments by commercial and industrial firms 
since the beginning of the year were less than 60 
per cent of the average for comparable periods of 
the three previous years.

The average interest rate charged on short-term 
business loans made during the first half of June 1955 
at four reporting banks in St. Louis was 3.39 per cent. 
During the corresponding periods in March 1955 and 
June 1954 the rates were 3.37 and 3.45 respectively.

Another indication of the accelerated pace of eco
nomic activity was the larger dollar amount of check 
payments during recent months. Debits to demand 
deposits of individuals, businesses and local govern
ments at the 22 reporting centers in the district were 
8 per cent greater in March, April and May than dur
ing the corresponding months of both 1954 and 1953. 
The increase was shared by most reporting centers 
with the largest gains percentagewise at Owensboro, 
Kentucky and Springfield, Missouri. Preliminary indi
cations for June, based on clearings at the St. Louis 
banks and the number of checks handled by this Fed
eral Reserve Bank indicate that the volume of check 
payments continued large.

The supply of labor was still ample despite
improvement in some areas.
Rising business activity brought improvement in 

the principal labor markets of the district, but unem
ployment was still larger than in 1953 and in June 
the supply of labor was increased by the new grad
uates.

Insured unemployment in St. Louis, Louisville, 
Memphis, Evansville, and Little Rock was from 5 to 
15 per cent lower in early June than a month before 
and was much lower than a year earlier.

Graduates and school-aged youngsters flooded the 
labor markets in June. For the graduates there were
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more jobs at higher pay than last year. Temporary 
jobs for the vacation period were reported to be hard 
to find, however.

Improvement in the labor markets of the St. Louis 
and Evansville metropolitan areas between March 
and May was sufficient to remove them from the sub
stantial labor surplus category. As of May, all five of 
the district's largest metropolitan areas were classified 
by the U. S. Bureau of Employment Security as hav
ing unemployment between 3 and 6 per cent of the 
total labor force, with no significant increase in non
farm employment expected for the next four months.

Fourteen smaller areas of the district, which are not 
included in those regularly surveyed, were still listed 
as having substantial labor surpluses in May.*

Growing conditions were favorable for district
crops.

Farmers in the district were heartened by generally 
favorable growing conditions during June and some
what higher prices for their products than in May. 
Still, farm income in the district in the first four 
months was off 8 per cent from the level of the cor
responding period last year. And reduced acreages

•Fort Smith, Arkansas; Texarkana, Arkansas-Texas; Springfield, Missouri; 
Greenville, Mississippi; Frankfort, Kentucky; Owensboro, Kentucky; Hen
derson, Kentucky; Madisonville, Kentucky; Mt. Carmel-Olney, Illinois; Har
risburg, Illinois; Herrin-Murp>hysboro-west Frankfort, Illinois; Litchfield, 
Illinois; Mount Vernon, Illinois; Vincennes, Indiana.

of the high income crops and the outlook for lower 
livestock prices when the spring pig crop (9 per cent 
larger than in 1954) is marketed offered little hope 
for improvement.

As of June 1, indicated wheat production in dis
trict states was 6 per cent less than in 1954. Most of 
the cut was due to acreage restriction, as yields per 
acre were only slightly less than last year. Tobacco 
and rice acreages harvested in district states are ex
pected to drop 25 per cent and cotton by 15 per cent 
from last year.

Prices paid district farmers during June for meats 
and livestock products rose more than seasonally de
spite large marketings. The index of prices of the 
district's major agricultural products averaged 1 per 
cent higher than in May, largely as a consequence of 
10 per cent higher average hog prices in June and 
relative stability in other major district farm com
modity prices.

Rainfall at major weather reporting stations in the 
district during May and June varied from near nor
mal to twice normal, compared with a generally se
vere deficiency during the same period a year ago. 
As a result, pasture and hay conditions in district 
states on June 1 were generally near or slightly above 
normal and approximately 10 per cent more favor
able than they were a year ago.

(Mvamsi dfaka&si dumlaJbk

A limited number of advance copies of the Survey of Current Condi

tions will henceforth be released on the first of the month, several days 

before the printed copies of the Monthly Review are ready for mailing. 

If you are interested in receiving one of these advance copies, please notify:

Research Department
Federal Reserve Bank of St. Louis
411 Locust St.
St. Louis 2, Mo.
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o F  CURRENT CONDITIONS

J jI G H T H  DISTRICT business activity continued 
at a high level in July, after allowance for seasonal 
slackening in some industries, and demands of busi
nesses and consumers for bank credit were large. 
Farms of the district benefited from the best grow
ing weather in several years, but prices of major 
district farm products declined.

Strength of commercial and industrial 
activity in the district . . .

Some district manufacturers reduced production in 
July for vacations, but there was no apparent slacken
ing in the demand for their products. Steel ingot 
production at St. Louis declined a few percentage 
points during July, but held at a high level of 96 
per cent of rated capacity and producers' order books 
reportedly are full. Similarly, production of Southern 
pine and hardwoods was down over 10 per cent in

REAL ESTATE AND  “OTHER” LOANS

Eighth  District W e e k ly  Report ing Banks

Millions Of Dollars

early July, an approximate seasonal drop, but orders 
and shipments were exceeding production of softwoods 
and were at least equal in the case of hardwoods. 
Livestock slaughter in the St. Louis area was some
what lighter in June and early July than a year ago, 
reflecting the more favorable rainfall situation this 
year. Last year the drouth compelled some distress 
selling of livestock from areas where pastures were 
below normal condition.

. . . was revealed in demand for bank credit 
and in shrinking unemployment figures.

The strength of industrial and commercial activity 
was clearly reflected in active demands for bank 
credit during the four weeks ended July 20. A busi
ness loan increase of $32 million in the four-week 
period resulted from a sharp rise during July, more 
than offsetting a reduction in late June. Most types 
of borrowers, by major industry classification, in
creased their loans outstanding in part to finance the 
expansion of inventories and accounts receivable 
accompanying the upswing in activity. The demand 
for business loans was heaviest at the St. Louis banks, 
where commodity dealers increased their indebted
ness more than normally for this time of year as the 
result of a relatively large direct movement of the 
wheat crop into hands of commodity dealers. There 
was an increase in loans to finance real estate and 
security purchases during the period.

The high rate of business activity, including the 
construction industry, caused a further reduction of 
insured unemployment in the principal labor markets 
of the district during July.

Consumer spending was also high, 
bolstered by the use of credit . . .

Consumer spending at reporting district depart
ment stores in the first half of July was substantially 
higher than in the comparable period a year ago. 
Sales in housefurnishings were the dominant factor 
in the increase. A year ago the bulk of consumer 
spending on cooling appliances occurred in June
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with a slump in July; this year the hot weather boost 
to sales came in July. Also traditional and special 
promotions in July apparently proved more attractive 
to buyers this vear.

Consumers continued to borrow heavily at district 
banks, reportedly to finance automobile purchases. 
In the four weeks ended July 20 at weekly reporting 
banks, the group of loans which consists largely of 
loans to consumers increased $16 million in contrast 
to an average rise of $5 million in the corresponding 
weeks of the past six years. In addition, sales finance 
companies were large net borrowers during the 
period, districtwise and nationally, presumably for 
the purpose of relending to consumers.

. . . and by an apparent reduction in 
accumulation o f liquid savings.

There are some indications that consumers have 
been supporting their expenditures not only with 
increased incomes and by greater use of credit, but 
also by reducing their rate of accumulating liquid 
savings. For example, time deposits at district mem
ber banks rose 4 per cent in the first half of 1955, 
while they rose 5 per cent in the same six months of 
last year. Published reports of 29 savings and loan 
associations operating primarily in the St. Louis 
metropolitan area showed that share accounts rose 11 
per cent in the first half of 1955 as compared to a 
rise of 16 per cent in the first half of 1954.

Farms benefited from a month o f good  
growing weather . . .

Farms of the district are enjoying one of the best 
growing seasons in years. Ample rains and moderate

temperatures have kept large areas green which were 
burned brown by this time in each of the preceding 
three years. Largely as a result, the yields per acre 
of all major district food  and livestock feed crops 
are expected to be high. Increases from 1944-1953 
averages for district states, according to United 
States Department of Agriculture estimates, may 
range from about 10 per cent for rice to 45 per cent 
for wheat. Yields per acre of corn and hay are ex
pected to be approximately 25 and 15 per cent, re
spectively, above last year. While official production 
estimates for soybeans are not yet available, observa
tion of district fields indicates that yields per acre 
mav be well above those of last vear.* j

During the past month district states production 
of cattle, hogs, and dairy and poultry products was 
higher than a year ago, as it was for the nation. The 
gain in output reflected, among other things, increases 
in the livestock population on farms and greater pro
duction per animal.

. . . but price declines have reduced
cash farm receipts.

In face of favorable crop yields per acre and high 
production of livestock commodities, prices received 
for the products of district farms declined during 
July. Average prices o f important district farm prod
ucts on July 22 were 2 per cent lower than they had 
been four weeks earlier and 7 per cent lower than a 
year ago, reflecting sharp drops in soybean, hog, egg, 
and oats prices of 33, 20, 19 and 17 per cent.

District cash farm receipts during the first five 
months of 1955 were 7 per cent below  receipts in 
the comparable 1954 period, and 12 per cent below  
their level of two years ago.
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o l _  C U R R E N T  C O N D I T l O N S

B  USINESS ACTIVITY in the Eighth District dur- 
ing August advanced slightly from its July level 
after allowance for seasonal factors. Industrial out
put was at a high rate and the principal labor markets 
of the district continued to improve. The rise in 
business activity was reflected in a strong demand 
for credit, and interest rates rose further. How
ever, consumer spending slowed, and construction 
contracts awarded declined. Growing conditions 
continued generally favorable, but price and income 
developments were adverse for district farmers.
Industrial output was at a high rate . . .

Industrial output in the Eighth District in August 
continued at a very high level, after allowance for 
seasonal changes. Several strikes curtailed produc
tion, but other reductions were seasonal, reflecting 
vacations and model changeovers at automobile 
plants. Steel ingot production in the St. Louis area 
rose slightly to 100 per cent of rated capacity for 
the month. Shoe output in district plants was main
tained at a higher level than customary for August. 
And lumber mills stepped up production in early 
August. In all three of these lines, steel, shoes and 
lumber, order backlogs were substantial, according 
to trade reports. Livestock slaughter in the St. Louis 
area was greater in early August, than in early July.

Crude oil output of district producers in early 
August declined slightly from the 385,000 barrel daily 
average production mark of July. In July, coal pro
duction in the district was down slightly, though 
still 18 per cent better than in July, 1954.

Electric power use at selected manufacturing firms 
during July soared 25 per cent higher than a year 
ago and 10 per cent higher than in June, on a daily 
average basis. Nondurable goods industries showed 
more gains than durable industries. Of the 14 indus
tries represented in the sample, all of the 7 nondurable 
goods industries increased use of power in July over 
that of both a month and a year earlier. Among the 
7 durable goods industries, two, fabricated metals 
and electrical machinery, used less electric power 
than in June, although all used more kilowatts than 
a year earlier.
. . . and the principal labor markets continued

to improve.
The faster tempo of business activity was reflected 

in the continued improvement in the principal labor

markets of the district. At mid-August, the number 
of claims for unemployment insurance in St. Louis, 
Louisville and Memphis were less than a month 
earlier. In Evansville, claims rose somewhat, prim
arily reflecting seasonal layoffs, but the increase was 
substantially less than in the same period last year.

In July employment in nonagricultural establish
ments in the St. Louis metropolitan area rose 12,000 
from May and was 15,000 larger than a year earlier. 
Part of the improvement from May reflected the 
fewer number of persons involved in labor disputes, 
but the July figure was reduced by the number of 
workers on unpaid vacation and who are not counted 
as employed. In Louisville, non-agricultural em
ployment dropped by nearly 3,000 from June to July 
as a result of vacations and labor management dis
putes. In Memphis and Little Rock, employment in
creased slightly, largely as a result of increased con
struction activity.

Demands for credit were strong and interest
rates rose further.
The demand for loans at district weekly reporting 

banks continued strong during the five weeks ended 
August 24. Most of the loan expansion was to busi
nesses and consumers. Businesses added over $13 
million, or roughly twice the average increase for the 
corresponding weeks in the previous four years. Most 
business groups increased their indebtednes. Com
modity dealers, however, were an exception, making 
sizable net repayments, primarily at banks in St. 
Louis and Memphis. "Other” loans (largely con
sumer) were up $8 million, the sharpest increase for 
any like period since 1950. Volume outstanding on 
August 24 was $443 million or 21 per cent larger 
than a year ago; in the previous twelve months the 
increase was only 3 per cent. Loans on real estate 
and securities were up moderately. An offsetting 
factor in the loan expansion was a sizable redemption 
of CCC certificates.

During the five weeks ended August 24, indications 
are that the pressure for funds increased at district 
weekly reporting banks. Reserves with the Federal 
Reserve and other cash balances declined, and bor
rowings, on a daily average basis, rose. Effective 
August 8, and August 30, the Federal Reserve Bank 
of St. Louis raised its discount rate in two steps from
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1% per cent to 25* per cent. Federal funds and other 
interbank lending became more expensive. Also, dis
trict weekly reporting banks reduced their holdings 
of most types of securities. With the recent decline 
in prices of intermediate-term bonds and longer-term 
notes, it is likely that some sales were made at prices 
below cost. Deposits, both demand and time, de
clined during the four weeks.

Interest rates generally rose further in July and Au
gust, reflecting the increased demand for funds, some 
decline in the rate of saving and the relatively tight 
reserve positions of banks. Average rate on new 
Treasury bills rose from 1.40 per cent on the issue 
dated June 30 to 2.09 per cent on the issue dated 
September 1. On the Government 2/fs of June 1959- 
62 the yield increased from 2.67 per cent on June 30 
to 2.85 per cent on August 30. Over the same period 
rates on prime business loans rose of 1 per cent, 
rates on bankers acceptances advanced % of 1 per cent, 
and rates on commercial paper increased of 1 per 
cent. In capital issues, such as long-term Govern
ment, corporate and municipal securities and mort
gages, values have been drifting lower reflecting the 
increase in market yields.

However, consumer spending slowed, . . .
Consumer spending at district department stores 

during the first three weeks of August declined 
somewhat from the high rate of July, after allow
ance for seasonal factors. Still, the rate of spend
ing remained about 9 per cent larger than a year 
earlier and slightly above the rate for the first half 
of 1955 after seasonal adjustment. Sales of house
hold durable goods, which advanced sharply in July 
over a year earlier, continued strong in the first part 
of August.

Sales of automobiles apparently slowed in the first
10 days of August, if district trends followed those 
in the nation.

While the early returns on August retail sales in
dicated some slackening from the rate in July, total 
retail sales in the nation and district department 
store sales in July were at record rates after allow
ance for seasonal factors. Furniture store sales in 
the district were also strong in July—10 per cent 
larger than a year earlier.

. . . and construction contracts awarded declined.
Construction activity in the district was at a high 

level in August, reflecting the large volume of con
tracts awarded so far this year. Contracts awarded 
in the first seven months of 1955 totalled $789 mil
lion, up 20 per cent from the same months last year. 
Recently, however, the seasonally adjusted rate of

contract awards has declined. Most of this reduction 
reflects a sharp drop in the rate of residential con
tracts awarded. This pattern continued for the first 
half of August when residential contracts awarded 
in the St. Louis territory of the F. W. Dodge Cor
poration, which contains most, but not all of the 
Eighth District, were substantially below the same 
period a year earlier. The decline probably reflects 
in part the reduced availability of mortgage credit 
in recent months. On July 30, terms were tightened 
on Federally guaranteed and insured mortgages by 
an increase in down payments and shortening of 
maturities.

While growing conditions continued generally 
favorable, price and income developments were 
adverse for district farmers.

District farm production conditions were generally 
favorable during August. At major weather reporting 
stations in or near the Eighth District, moisture condi
tions including rainfall plus soil moisture averaged 
about normal. Relatively moderate temperatures and 
favorable subsoil moisture conditions limited harm
ful effects from less than normal precipitation in a 
few areas.

August crop growing conditions were a continua
tion of generally favorable temperatures and rainfall 
during the present season. Based primarily on Au
gust 1 estimates of the U. S. Department of Agri
culture, production of major crops in district states 
is expected to average 10 per cent higher than in
1954. In addition, the production of livestock com
modities may average 4 per cent above last year, 
largely reflecting increased pork output.

Hay and feed grains harvested this summer and 
fall will be fed to livestock which will be sold largely 
in 1956. Thus, increased crop production during 1955 
may contribute only moderately to cash farm receipts 
during the remainder of this year. Farm income over 
the rest of the year will be adversely affected by 
acreage cutbacks for cotton, tobacco, wheat, and 
rice, which have been replaced largely by less profit
able crops, and lower prices for farm products. Dur
ing the first six months of 1955 Eighth District cash 
farm receipts were 7 per cent below the comparable
1954 period.

District farm commodity prices remained relatively 
stable, in the aggregate, during August. However, 
prices received on August 26 averaged 6 per cent 
below a year earlier, reflecting primarily sharp drops 
in hog, soybean and com prices. And prospects for 
the remainder of the year, when farm product sales 
are heavily concentrated, suggest that average prices 
received for district products will continue below 
year-earlier levels.
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(* S  r OF CURRENT CONDITIONS
R  USINESS in the Eighth Federal Reserve District 
apparently maintained its fast pace during September. 
Reflecting increases in the output of goods and favor
able labor market reports, consumer spending in dis
trict department stores expanded and the demand for 
bank loans was brisk, resulting in some increase in 
interest rates. In the agricultural sector, price declines 
continued to reduce district farm receipts.

Nationally, too, the latest indicators showed similar 
strength in over-all business activity. Reports for the 
week ended September 24 showed steel ingot produc
tion at nearly 96 per cent of capacity, the highest 
since June. Carloadings were the highest in nearly 
two years, paperboard production was at 104 per cent 
of rated capacity, soft coal was at its greatest weekly 
output in nearly three years.

Adding to this general picture of prosperity, a 
number of current reports suggested continued 
strength throughout the fall period. Businessmen were 
planning to spend at a seasonally adjusted rate of 
$29.7 million for plant and equipment during the 
fourth quarter, according to a recent survey by the 
Securities and Exchange Commission and the Com
merce Department. This would be an all-time high, 
exceeding the third quarter rate by almost a billion 
dollars. Paper and paperboard production, a basic 
business indicator since paper serves most other busi
nesses, was expected by the Department of Com
merce to establish a new annual production record 
in 1955 that could easily be more than 2 million tons 
above the 26.6 million tons produced in 1954. Chemi
cal output was expected to top its previous peak 
year by some 13 per cent and rubber consumption, its 
previous peak year by more than 7 per cent, accord
ing to Commerce Department estimates.

Steel in almost every form was in strong demand. 
Non-ferrous metals, generally, were in short supply. 
Machine tool makers reported an increased backlog 
of orders for production equipment from farm ma
chinery makers, appliance and television producers, 
auto manufacturers, airplane builders and others.

In September, a survey of business firms through
out the nation by the Journal of Commerce showed 
that buying for inventory is expected to continue on 
a conservative basis.

Output
Steel ingot production in the district was carried 

on at 97 per cent of rated capacity during September, 
up sharply from the 63 per cent level of a year ago. 
In the early part of the month lumber production 
of pine and hardwoods was 10 and 7 per cent above 
a year ago, respectively. And crude oil production 
rose 3 per cent to average 20 per cent above a year 
ago. Auto assembly lines were reported to be making 
fast changeovers to new models.

Labor Markets and Wage Rates
Current reports in the principal labor markets of 

the district are generally favorable. Several major 
strikes were settled and work resumed during the 
month. Insured unemployment in the seven district 
states during the second week in September was less 
than a month earlier. In the first week in September, 
claims were at their lowest weekly level since October
1953.

Hourly wage increases were granted during Sep
tember in additional automobile factories, in major 
rubber manufacturing and farm machinery plants, in 
the glass container industry and to bituminous coal 
miners—all important activities in district nonagricul- 
tural employment.

Consumer Spending
Consumer buying in department stores of the dis

trict has continued at a high level. Department store 
sales in the four weeks ended September 24 rose 
7 per cent over the comparable weeks in 1954. Re
sults of last-of-model clearances by automobile dealers 
in the St. Louis area are reported generally to be 
satisfactory.

On the other hand, construction contract awards 
in the residential field, according to the latest F. W. 
Dodge reports for its St. Louis territory (constituting 
a sizable portion of the district), declined in the first 
part of September below the corresponding period 
in September a year ago.

Industrial and Consumer Durable Goods Prices
The level of business demand in the nation and 

other factors have brought about increases in the
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wholesale prices of industrial commodities. In Sep
tember, averages of these prices rose to a level 3 per 
cent above a year earlier and above the record high 
reached in 1951. Moreover, the price increases that 
have been occurring in basic products—steel, coal, 
lead and so on—have spread to certain finished con
sumer durable products, such as the first 1956-model 
automobiles introduced.

Credit Demand and Rates
The strong demand for loans at district banks also 

reflected the continued fast pace of business. The 
amount of credit outstanding to borrowers here ap
parently expanded during the month. W hile total 
loans at district weekly reporting banks rose less than 
seasonally during the four weeks ended September 
21, the sale of sizable amounts o f paper (both busi
ness and real estate loans) to other institutions more 
than accounted for the below  average expansion. The 
growth in loans developed despite a somewhat closer 
screening of loan applications and the higher cost 
of funds to borrowers. The average interest rate 
charged on short-term business loans made during the 
first half of September at four reporting St. Louis 
banks rose to 3.65 per cent from 3.39 per cent charged 
by these banks in the first half of June.

The credit tightness has also extended to the mort
gage market. Since the beginning of 1955 the na
tional mortgage market has tightened almost continu

ously. In late August and early September the gradu
al increase in discounts became pronounced, and 
many district respondents reported that Federally- 
underwritten mortgages could be obtained only at 
discounts of two or three points. The increasing yields 
required for mortgages reflected falling prices of 
fixed-income securities generally. In recent weeks 
the mortgage market has also been affected by the 
administrative order from the Federal Home Loan 
Bank Board to the eleven district banks to limit 
credit extensions to member savings and loan associa
tions.

Agricultural Output and Prices
As noted, the agricultural sector o f the district has 

not shared in the current fast pace of the rest of 
the economy. W hile the USD A September 1 esti
mates of crop yields per acre for district states aver
aged about 15 per cent higher than last season, price 
reductions for major district farm products during the 
current year will net out to lower cash farm receipts 
for district farmers. Prices paid for district farm 
products, after displaying temporary stability and 
strength during the latter part of August and the first 
week of September, declined further during the latter 
part of the month. On September 23, major district 
farm product prices averaged 1 per cent below  their 
level four weeks ago, largely as a result o f a de
cline of 14 per cent in broiler prices.

Some Recent Developments in Consumer Spending and District Retailing

(continued from page  ? 7 7)

Whether these steps have or will offset the decline in 
the department stores’ share of the market in their areas 
cannot be ascertained until the results of the 1954 census 
of business are available. But in the nation, department 
store sales increased at a less rapid rate from 1946 to 1954 
than did sales of general merchandise, apparel, furniture 
and appliance stores, although they have virtually kept 
pace since 1950.

With prospects bright for the remainder of the 
year, consumer purchases are almost sure to 

mark up a new record in 1955*

Employment and personal income are expected to re
main at high levels during the remainder of the year. With 
1955 sales to date of most retailers already larger than a 
year earlier and prospects favorable, retail sales are almost 
sure to mark up a new record in 1955. Department store 
executives in this district are forecasting sizable sales 
gains for the final quarter of the year over the year earlier 
period. Automobile dealers are hopeful that consumers 
will purchase the 1956 models now coming to market as 
readily as they have bought new cars so far this year.

W i l l i a m  H. K e s t e r  
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OF CURRENT CONDITIONS

B u s in e s s  ACTIVITY in the Eighth Federal Re- 
serve District held to a high level during October. 
However, certain indicators suggested a leveling off 
in the rate of expansion. The rate of new construc
tion contract awards dropped further, and agricul
tural prices continued to decline, adversely affecting 
farm income in this area. In addition, there appears 
to have been some at least temporary moderation in 
the optimism of investors and businessmen. Two 
major indicators were virtually unchanged after al
lowance for seasonal movements: department store 
sales and unemployment claims. But,an important 
measure, industrial production, inched up.

Total activity in the construction field in the dis
trict continued at a high level in October, reflecting 
the large volume of contracts awarded so far this 
year. In the first nine months of 1955, contracts 
awarded in this district totaled $104 million, up 20 
per cent from the corresponding period last year. 
Activity was at such a fast tempo in certain areas 
that the supply of some materials fell short of needs.

However, future activity may not be as high. The 
seasonally adjusted rate of contract awards in recent 
months has been below the rate in the first few 
months of the year. Most of the reduction resulted 
from a drop in the rate of residential contracts award
ed. In the first half of October awards in the St. 
Louis territory of F. W. Dodge Corporation, which 
includes most but not all of the Eighth District, 
dropped substantially from the comparable period a 
year earlier and from the September rate.

Residential awards have been cut back more 
severely in the district than in the nation. In the 
third quarter, district awards were 50 per cent below 
the peak rate reached in the December-February 
period, after seasonal adjustment, whereas the de
cline was only 6 per cent from the first quarter peak 
in the 37 easternmost states. The sharper cutback 
here notwithstanding, the year-to-date totals for the 
district compare favorably with those for the 37 
states. Residential awards for the first nine months 
were 27 per cent ahead of the corresponding period 
of 1954 in the district and 29 per cent larger in the 
37 states. The increase in awards has been reported

in all of the major metropolitan areas of the district 
except Little Rock.

RESIDENTIAL CONSTRU CTIO N CONTRACTS AWARDED  
(VALUE IN M ILLIONS OF DOLLARS)

First Nine Months
Metropolitan Area 1955 1954

St. Louis ................................................................... 140.0 127.4
Louisville ................................................................  84.0 64.4
Memphis 51.3 38.8
Evansville ................................................................  19.1 10.7
Little Rock ..............................................................  13.2 13.8
Source: F. W. Dodge Corporation

District farmers, completing the harvest of cash 
and feed crops, entered the winter period with a 
larger volume of cash crops sold or in storage and 
larger feed supplies than a year ago. In addition, 
production in district states of the two major cash 
crops, cotton and soybeans, is expected to be 8 per 
cent and 21 per cent above a year ago. As a result, 
total crop output in the district is expected to rise 
15 per cent above last year. District farmers are also 
running their hog, broiler and cattle feeding enter
prises at a higher rate than a year ago.

Prices received by district farmers, however, con
tinued to weaken. For the four-week period ending 
October 28, prices received by district farmers aver
aged 2 per cent below the level four weeks earlier, 
largely because of a 3 per cent drop in livestock and 
livestock product prices. Recent adjustments have 
carried prices received to 7 per cent below the year- 
ago level.

Increased crop and livestock outturn has only 
partly offset lower prices received. District cash 
farm receipts for the first eight months of 1955 were 
5 per cent below a similar period a year ago. Sharp
est declines are being experienced by farmers whose 
incomes are to a large extent dependent upon the 
sale of hogs, which are now selling for about one- 
third below prices of a year ago. A reduction of 
more than one-fifth in rice and tobacco income, re
flecting sharp acreage cutbacks, is expected when the 
crops are sold this fall. These plus other, less severe, 
reductions will probably be only partly offset by in
creased cotton income. Consequently, district cash 
farm receipts for the year probably will drop slightly 
more than 5 per cent below the 1954 level. Arkansas
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may be an exception as a result of stable or higher 
cash receipts for cotton and broilers, the two most 
important sales commodities for the state.

Department Store Sales
Sales at district department stores in the first three 

weeks of October held close to the September level 
after allowance for seasonal changes and were about 
9 per cent larger than a year earlier. For the year to 
October 22, sales averaged 7 per cent more.

Employment
The labor markets in the districts major metro

politan areas showed about the usual changes in 
October. Unemployment insurance claims increased 
slightly in St. Louis in the four weeks ending Octo
ber 22. In Louisville, Memphis and Evansville, 
claims for unemployment insurance declined. For 
all these areas, the number of insured unemployed in 
October was less than a year earlier but was still 
greater than two years earlier.

After an approximate allowance for temporary 
reductions caused by labor disputes, September em
ployment in the districts major labor markets was 
well ahead of a year ago except in Evansville. The 
past years rising activity has brought employment 
close to September 1953 levels in Louisville, Memphis 
and Little Rock. In St. Louis and Evansville, how
ever, employment was still somewhat less than two 
years earlier. The district’s five largest labor markets 
continued to be classified in September as having a 
slight excess of job seekers over openings.

EMPLOYMENT IN N ON AGRICULTURAL ESTABLISHMENTS*
(IN THOUSANDS)

Sept. Sept. Sept. 
Metropolitan Area 1955 1954 1953

St. Louis.........................................................  719.3 697.8 747.8
Louisville .......................................................  246.6 234.9 246.0
Memphis.........................................................  174.3 166.2 176.8
Evansville .....................................................  62.9 63.0 75.2
Little R ock.....................................................  70.2 67.6 70.8
* Includes workers involved in labor disputes.
Source: State Employment Security Divisions.

The improvement in employment was not exten
sive enough in thirteen smaller labor markets to re
move them from the September listing of surplus 
labor areas. More recent information on one of these 
areas, Fort Smith, Arkansas, indicated that unemploy
ment had dropped on October 1 to less than 6 per 
cent of the labor force.

Industrial Production
Industrial production in the district held approxi

mately constant in some lines and crept ahead in 
others. The steel ingot production rate in the St.

Louis area has been steadier at a high level during 
1955 than in any other postwar year. In October it 
held its level of the previous month at 97 per cent of 
rated capacity. A high rate of auto assembly was 
reached by the end of October as plants resumed 
operations after recent model changeovers. Shoe 
production continued at high levels as plants filled 
heavy orders placed in anticipation of higher factory 
prices. Southern pine production rose slightly, in 
seasonal pattern, and continued above the level of 
previous years, but Southern hardwood output 
showed marked improvement, advancing 7 per cent 
compared with early September to achieve a rate of 
above 100 per cent of rated capacity for the first time 
since 1953. Crude oil production, early in October, 
fell off 4 per cent but was still 15 per cent above a 
year ago.

In September the use of industrial electric power 
by selected firms in the Eighth District rose 7 per 
cent from August and held to a level of 12 per cent 
over the like month a year ago. Among the 14 in
dustry groups reporting, nonelectrical machinery 
manufacture, with production interrupted by a work 
stoppage, was the only one showing weakness.

Bank Loans and Interest Rates
During the four weeks ended October 19, total 

loans at weekly reporting banks in the district, ex
cluding those to other banks, rose at a slower rate 
than in recent months. In fact, the increase was 
less than normal for this season of the year. The 
moderation in the growth of loan portfolios report
edly resulted from a number of influences. For one 
thing, district banks were generally short of reserve 
funds and as a result were under pressure to preserve 
or build up their cash positions. To ease the pres
sure, a few banks sold some paper, both real estate 
and business loans, to other institutions. In addition, 
customers in many cases were asked if they could 
postpone or scale down their needs for credit at this 
time. Moreover, district banks received sizable net 
repayments from sales finance companies, which ap
parently were tapping nonbanking sources for short
term funds to an increasing extent. At the same 
time it was reported that the demand for new loans 
continued in nearly as vigorous a fashion as in recent 
months.

Interest rates on business loans were marked up 
another one-quarter of one per cent during October 
and now generally stand one-half of one per cent 
higher than in early August. In some instances, the 
increase in rates may have affected the demand for 
bank credit. Also, the desire for bank loans may have 
been temporarily influenced by a decline in auto
mobile sales as manufacturers shifted to 1956 models.

Page 131

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

November 1955



O F  C U R R E N T  c 0 N D m 0 N S

T h e  NOVEM BER BUSINESS PICTURE in the
Eighth Federal Reserve District was rosy but somber 
liues were also apparent. The industrial sector of the 
district economy presented one of the brightest 
aspects. Output from mines and factories generally 
increased, but shoe production was sharply curtailed 
by a strike. In some industries current and expected 
demand was so large that expansion of capacity was 
undertaken. In this district large capacity expansions 
were recently announced for production of steel, 
chemicals, automobiles, appliances, kraft paper, elec
tric motors and furniture. Railroads also ordered sub
stantial amounts of new equipment. There was a 
rapid flow of automobile production, but not all was 
taken from the market and some dealer stocks rose 
sharply. District department store sales, on the other 
hand, gained more than seasonally. Wholesale prices 
of industrial materials increased slightly in November 
following four months of fairly substantial gains. 
Prices of farm products, on the contrary, dropped 
sharply, and farm income continued to fall short of 
last year’s. The rise in business activity was aided by 
further expansion of bank credit. In order to restrain 
the rate of credit expansion, the Federal Reserve 
Banks raised the discount rate again in November.

Production

The district industrial picture of booming produc
tion continued in November with the notable excep
tion of shoe output, which was severely reduced by a 
work stoppage at two major shoe companies. Indica
tive of the vigorous activity in other lines, steel ingot 
production at St. Louis reached 103 per cent of rated 
capacity and one firm resumed pouring ingots for 
conversion purposes for the first time since March 
1953. Automobile assembly continued at a fast pace. 
Lumber output figures for the first two weeks of the 
month showed that Southern pine apparently contin
ued to register a more than seasonal performance, un
affected by a weakness of several months’ duration in 
prices of West Coast produced fir. Southern hard
wood output declined slightly, apparently reflecting 
operational adjustments, since orders were said to be 
running 15 per cent and shipments 9 per cent above 
output.

Crude oil production again inched upward in early 
November, after having dropped off slightly in Octo
ber. Coal production probably increased more in 
November than usual for that month as demand was 
stimulated by a shortage of rail cars, to the advantage 
of producers able to ship by boat or truck.

In October industrial electric power consumption at 
selected firms in the district again advanced over the 
previous month and widened its lead to 13 per cent 
over the like period in 1954. Last year's power con
sumption was reduced by work stoppages in electrical 
machinery and model changeover shutdowns in auto
mobile assembly plants. But other industries, where 
conditions were comparable, increased power use 
substantially in October over a year earlier.

Construction
Construction contracts awarded in the first half of 

November in the St. Louis territory of the F. W. 
Dodge Corporation, which contains most of the 
Eighth District, were substantially larger than in the 
same period of 1954. While aw7ards for all major cate
gories of construction increased, most of the gain was 
in nonresidential building, public works and utilities. 
Residential construction was only slightly ahead. In 
the August-October period, the seasonally adjusted 
rates of total and residential construction contracts 
awarded in the district were below the average for 
the year to date. On the other hand, awards for all 
other than residential construction were larger. For 
the first ten months, total awards were 16 per cent 
ahead of the corresponding period last year, residen
tial awards rose 27 per cent and all other awards 
gained 9 per cent.

Consumer Spending
Consumer spending, which has been one of the 

main factors behind the current upswing of business 
activity, continued at a high rate in November. Dis
trict department store sales in the first three weeks of 
November averaged 10 per cent above the level in the 
corresponding weeks of 1954. They also gained more 
than the usual amount from October, continuing the 
better than seasonal increase in that month. Sales of
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homefurnishings continued to lead the advance this 
year over year-earlier levels.

However, early reports on new automobile sales in 
October and November were not so favorable. Octo
ber sales declined more than seasonally from the high 
level reached in September, reflecting the end of the
1955 model automobile output. In November produc
tion was at a faster pace than sales and as a result 
stocks of most dealers rose sharply. While produc
tion following model changeover is usually stepped 
up so as to supply dealers with stocks, output this 
year has been exceptionally large. And the rapid rise 
in dealer inventories was from a November 1 level 
substantially larger than a year earlier, although less 
than from April to September. Near the close of 
November a few dealers still had some 1955 model 
cars on hand.

Labor Markets
The district's principal labor markets reflected the 

rising level of business activity. Unemployment in
surance claims in Evansville and Memphis dropped 
more in the four weeks ending November 19 than 
in the corresponding period of 1954. In St. Louis 
little change was recorded in either the current or 
year-ago period.

A work stoppage began in early November in
volving 26,000 workers at two major shoe firms 
whose plants are mostly located in the Eighth Dis
trict. Construction activity at the Jacksonville Air 
Base near Little Rock was interrupted by a strike 
of about 2,000 workers which began November 17.

Employment in the Louisville, Memphis and 
Evansville areas advanced from September to Octo
ber. The increase in each case reflected termination 
of work stoppages in effect at mid-September, recalls 
from model changeover shut-downs at automobile 
plants and other increases which more than offset 
seasonal declines. In Little Rock, employment was 
virtually unchanged from, September to October.

A griculture
District farm production for the current marketing 

season, as measured by recent estimates of the United 
States Department of Agriculture, was higher than 
formerly indicated. Total production of crops was 
estimated to be up 15 to 20 per cent over last year. 
Cotton output in district states climbed to a level 
approximately 18 per cent above last year, notwith
standing a reduction of 14 per cent in acreage. Dis
trict outturn of livestock and livestock products for 
the current season rose moderately over last year 
primarily as a result of large increases in hog and 
broiler production.

Throughout November, district pastures compared 
very favorably with last year. However, in many 
areas the new wheat crop had less than optimum 
moisture.

Prices received for district agricultural products 
dropped a sharp 3 per cent during the four weeks 
ending November 18 to a level nearly 10 per cent 
below a year ago. Cattle and hog prices fell 8 and 
17 per cent, respectively, while prices received for 
other major district livestock products and field crops 
were stable or higher.

Despite increases in production, sharp declines in 
prices received resulted in an 8 per cent drop in cash 
farm receipts in the district for the first nine months 
of 1955 below the comparable months of 1954. Re
ceipts from the large cotton crop, not reflected in the 
data for the first nine months, may be larger than a 
year ago but will be partly offset by lower receipts 
from other products, particularly for hogs and live
stock feed produced.

Financial
From mid-October to mid-November the demand 

for bank credit at district banks appeared to strength
en. Total loans at weekly reporting banks rose $33 
million, or 2 per cent. The demand for credit by 
businessmen was especially heavy, a development 
which was not entirely reflected in an expansion in 
the amount of loans outstanding. For one thing, since 
many banks were under considerable pressure for re
serve funds and other cash assets, loan applications 
were reportedly screened somewhat more closely than 
if the banks had ample cash assets. To ease the pres
sure, some banks also sold paper; reports from a few 
banks indicate that the total amount of such sales in 
the period by weekly reporting banks exceeded $30 
million. Then, too, a large, indeterminate portion of 
demand for loans at district banks was accommodated 
by the local banks having another bank participate in 
the advance. In addition to the vigorous business loan 
demand, “other", largely consumer, loans rose and ad
vances to finance real estate worked up.

During the first three weeks of November most 
interest rates rose again, after remaining fairly con
stant or declining somewhat during September and 
October. The sharpest rise in rates was in the short
term area. Yields on Treasury bills rose from less than
2 per cent in early November to nearly Th  per cent 
late in the month. Both bankers' acceptances and 
commercial paper were marked up another Vs of 1 per 
cent. Discount rates at the Federal Reserve Banks 
were increased V4 of 1 per cent and now stand at 
per cent. Capital market yields also worked up, but 
the rise was much more moderate than for shorter- 
term issues.

Page 143

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

December 1955



OF CURRENT CONDITIONS

1 3  USINESS generally finished the old year and 
started the new at a record pace, but in January there 
was evidence that the over-all rate of activity had 
leveled off. In addition, attitudes and confidence of 
both businessmen and consumers seemed to weigh a 
little more heavily the possible spreading effects of 
the cutbacks in auto production, which marred the 
scene of general prosperity.

The change in business activity during January 
could be seen in recent developments in the labor 
markets. In December total employment in nonfarm 
establishments in the nation increased a slight amount 
from November, after seasonal adjustment. But by 
early January insured unemployment had risen more 
than the usual amount and sizable layoffs announced 
later in the month indicated a continuation of this 
trend. Industrial production held steady in Decem
ber, despite some curtailment in auto output which 
continued to decline in January counter to the usual 
trend. The downturn in auto production, which by the 
week ended January 28 amounted to 22 per cent from 
mid-December levels, was needed to bring dealers’ 
stocks of new cars into better relationship with cur
rent and prospective sales. Construction activity 
declined more than seasonally in December and 
private nonfarm housing starts dropped below 1.2 
million, seasonally adjusted annual rate, compared 
with the rate of 1.5 million a year earlier. At the same 
time, contract awards, which presage construction 
activity in the months ahead, were running above the 
advanced levels of a year ago in January.

Not all forces in the economy were on the down
grade. In January the demand for goods and ma
terials for inventory apparently continued, particu
larly in the case of materials in short supply. Some 
inventory building took place in anticipation of 
further price increases. Another element of strength 
in the current business situation is the rate of invest
ment in new plant and equipment, which businesses 
planned to expand 2 per cent from the fourth quarter 
of 1955 to the first quarter of 1956.

Labor Markets

Reflecting the high level of business activity

reached by the end of 1955, December employment 
in all of the district’s major labor markets, except 
Evansville, was larger than a year earlier. Unem
ployment was less than a year ago in all major areas. 
In January, however, sizable layoffs were announced, 
primarily at automobile assembly plants, which had 
operated at unusually high levels during 1955. Par
tially as a result of these layoffs, insured unemploy
ment in the district’s major labor markets increased 
more rapidly in the four weeks ended January 21 
than in comparable periods of the two previous years. 
Some layoffs, moreover, were not effective until later 
in the month.

Nationally, insured unemployment increased more 
rapidly from early December to early January than 
a year earlier, and about as rapidly as two years ago 
when unemployment increased more than seasonally.

However, expansions in several district plants were 
also noted. General Electric Company announced 
that it would hire some 2,000 additional workers in 
Louisville during the first two months of the year. 
The added employment will be used to begin pro
duction of food freezers formerly manufactured out
side the district and to step up output of refrigerators 
to meet current demands. McDonnell Aircraft Corpo
ration in St. Louis announced that it would hire 
about 3,000 additional workers in 1956 to expand pro* 
duction of the Voodoo jet fighter airplane.

In Evansville, where manufacturing employment 
is concentrated in a few plants producing durable 
goods, primarily refrigerators and automobiles, em
ployment has fluctuated more sharply than in most 
other cities during past business cycles. In the last 
few months this experience was repeated, although 
a large part of the recent decline is reported to be 
occasioned by unusual temporary circumstances. Em
ployment at the International Harvester plant, where 
as many as 3,300 had recently been employed, has 
been reduced preparatory to turning the plant over 
to its new owner, Whirlpool-Seeger Corporation, 
which plans to begin production of appliances in a 
few months. At the Plymouth plants, about 3,200 of 
the 7,200 workers on the payroll at the beginning of
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January were laid off during the month. In addition, 
employment at other refrigerator plants was reduced, 
as it usually is, in January.

With the decline in employment over the past few 
months, some workers have left the Evansville area 
as a result of recruitment or transfer and to search 
for jobs elsewhere. In December the labor force was 
about 2,000, or 3 per cent, less than a year earlier, 
and some additional decline probably occurred in 
January.

Manufacturing

Most Eighth District manufacturers, except in auto 
assembly, apparently continued output at seasonally 
high levels in January. Steel mills in the St. Louis 
area operated at 99 per cent of rated capacity. And 
trade reports indicated that steel not needed by the 
auto plants was finding a ready market. Livestock 
slaughter there was about one-third higher than a 
year ago for the first three weeks of the month. Dur
ing the first half of January, Southern lumber out
put rose 15 per cent and crude oil output in district 
states advanced 11 per cent over year-earlier levels. 
Coal production also probably experienced a more 
than seasonal gain.

December electric power consumption for 14 se
lected industries in the five largest district cities 
ranged from 7 to 55 per cent higher than in Decem
ber 1954, with an over-all average of 13 per cent 
higher. There was little change, however, between 
the December total and the November 1955 total, 
as minor gains and declines in the use of power off
set each other.

Construction

Total construction contracts awarded in the Eighth 
Federal Reserve District in the final quarter of 1955 
advanced slightly over the corresponding period a 
year earlier. This trend apparently continued in the 
first half of January, when total construction con
tracts awarded in the St. Louis territory of the F. W. 
Dodge Corporation, were somewhat larger than in 
the comparable period a year earlier.

Department store sales

After marking up a new record in 1955, depart
ment store sales continued at a high level in the open
ing weeks of 1956. Sales of weekly reporting depart
ment stores in the Eighth Federal Reserve District 
were about 5 per cent higher in the first three weeks 
of January than a year earlier, after adjustment for 
the difference in number of trading days.

Banking

During the five weeks ended January 25, total 
loans at district weekly reporting banks contracted 2 
per cent, about the usual drop for this period of the 
year. Despite the shrinkage, loan volume at the end 
of the period was 13 per cent over the level a year 
earlier. A large share of the decline in the current 
period was due to a reduction in outstanding loans 
to commercial and industrial concerns. Business bor
rowers by major industry classification with sizable 
net repayments were commodity dealers and trade 
outlets. On the other hand, manufacturers of tex
tiles, apparel, and leather increased their indebted
ness more than the average amount during the cor
responding weeks of recent years. Loans on real 
estate and securities were also off. However, "other,” 
largely consumer, loans showed little net change.

In addition to the loan contraction, district week
ly reporting banks sold securities on balance, re
ducing investment portfolios $22 million. Holdings 
of both Government and other obligations were re
duced.

Total deposits fell sharply ($167 million) during 
the five-week period, with banks in all reporting 
centers sharing in the loss. The decrease in deposit 
balances reflected Treasury calls on tax and loan 
accounts, substantial reductions in interbank deposits 
and net withdrawals by individuals and businesses. 
To help meet the drain of funds these banks lowered 
their balances carried with the Federal Reserve Bank 
and reduced their other cash assets.

Interest rates generally moved downward in the 
last three weeks of January in contrast to a trend 
toward higher levels throughout most of 1955. For 
sensitive rates the decline was fairly sharp. The 
average rate on Treasury bills issued on January 26 
was 2.25 per cent compared with the peak rate of 
2.69 per cent on December 29. Rates on bankers' ac
ceptances were marked down % of 1 percentage point 
to a level of 2% per cent on January 19. Yields on 
most longer-term issues also drifted moderately lower 
in the period.

Farm product prices and income

Average prices received for district farm com
modities increased more than seasonally during the 
four-week period ending January 20. Broiler prices 
recovered from a 15 per cent loss during the pre
vious four weeks. Hogs, cattle, milk and soybeans also 
shared in the price strength. These gains were partly 
offset by a sharp drop of one-fifth in egg prices.

District cash farm receipts for November 1955 were 
25 per cent above November 1954 as a result of 
larger sales of cotton.
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OF CURRENT CONDITIONS

JLj ARLY RETURNS on February’s business pace in the 
Eighth Federal Reserve District indicated a continuation 
of January’s leveling off. Industrial production in Feb
ruary generally held close to the high rate of recent 
months. New construction undertaken in the district in 
January was greater than the large amount contracted 
a year earlier, but in the first half of February, contract 
awards dropped sharply from year earlier levels. The 
demand for credit at district banks contracted about sea
sonally during the four weeks ended February 22. How
ever, the number of persons claiming unemployment in
surance rose more sharply in February than a year ago 
in all of the district’s major cities. And, although district 
farmers were heartened by the much needed rain and 
snow fall in January and February, they were faced with 
the prospect of lower price supports on some major crops.

Nationally, too, the leveling off of business activity in 
January apparently continued into February. Weekly in
dicators of important segments of industrial production 
declined slightly during February, and insured unemploy
ment rose from early January to early February, in con
trast to a decline last year. On the other hand, construc
tion contracts awarded and department store sales con
tinued above year earlier levels.

The fact that business activity has leveled off, after 
more than a year of fairly steady advance, raises the 
question as to whether the economy was at the peak of 
a business cycle, or whether it is merely pausing on its 
upward march. In time this question will, of course, be 
answered, but, even now, some indication of the future 
trend of business could be obtained by assessing recent 
trends. One of the chief generating forces in the rise 
in business activity during the past year was the expan
sion in consumer spending. Rising income, an increased 
willingness to spend, and greater use of credit were fac
tors in this growth of consumer outlays. Recent develop
ments, however, indicate some modification in these fac
tors. For example, in the fourth quarter, the rate of per
sonal saving rose. Extensions of instalment credit, after 
seasonal adjustment, declined in the fourth quarter from 
the record rate in the third quarter of 1955. Thus, despite 
rising income in the final quarter of 1955, seasonally ad
justed retail sales remained almost unchanged from Sep
tember to January. In January personal income was 
affected by a somewhat lower dividend rate than in De

cember and by reduced earnings of factory production 
workers, reflecting cutbacks in the average work week. 
This latter influence, however, may have been moderated 
by increased wage and salary payments in nonmanufactur
ing industries.

Inventory building also added to demand last year, and 
some further inventory accumulation apparently continued 
in the first two months of 1956. In the first three quarters 
of 1955, inventories grew less rapidly than sales, but in 
the fourth quarter this relationship shifted. A continua
tion of the fourth quarter accumulation would tend to an 
overbalance of stocks relative to sales. Thus, the stimulus 
to business activity in recent months derived from inven
tory building may moderate in the months ahead.

Other sectors of demand, however, continued to increase. 
Businesses plan to expand their expenditures on new plant 
and equipment, according to recent announcements and 
surveys. Contracts awarded in recent months indicate 
that construction activity will remain high, and perhaps 
even reverse its recent moderate downtrend. Furthermore, 
state and local governments are expected to continue to 
increase their outlays, reflecting the need for additional 
public facilities, such as schools and highways.

/ ndustry
District industrial production generally continued close 

to recent levels in early February. Automobile assembly 
was at a reduced rate, reflecting the large dealer inven
tories on hand. Southern pine output declined slightly, 
reflecting bad weather conditions. And crude oil output 
was a shade below earlier production this year, although 
the trend last February was upward. Slightly higher fig
ures, however, were shown early in the month for steel 
ingot production and railroad freight interchanges at St. 
Louis, and for Southern hardwood lumber output. Trade 
sources reported that shoe production appears to be 
headed for a first quarter mark that may surpass last year’s 
record. Livestock slaughter in the St. Louis area declined 
seasonally but was almost one-fifth above that during the 
comparable period of 1955. Coal output increased slightly.

Construction
January reports on new construction undertaken in the 

district were favorable, but in the first half of February
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contracts awarded in the St. Louis territory of F. W. 
Dodge Corporation dropped sharply from year earlier 
levels. Reflecting the high rate of awards in the three 
months ending in January, the most recent seasonally ad
justed index of construction contracts awarded in the 
Eighth Federal Reserve District rose from the preceding 
period and was about one-eighth higher than a year 
earlier. In comparison with a year ago, residential con
struction lagged both in January and in the first half of 
February. In January this lag, however, was more than 
made up by larger amounts of other construction.

Trade
Consumers maintained a high rate of buying at district 

department stores in January and the first part of Feb
ruary. The seasonally adjusted index of sales in January 
was 126 per cent of the 1947-49 average, compared with 
125 in December and 123 in January 1955. In the first 
three weeks of February, sales were 6 per cent ahead 
of the corresponding weeks last year.

Automobile sales in the nation picked up in the first 
ten days of February, partially reflecting seasonal trends, 
but continued to lag the record rate set last year. In 
January, dealer sales of new autos had declined and were 
moderately below the record of a year ago.

Labor Markets
The recent slowdown in some industries augmented the 

usual seasonal layoffs in the district's major metropolitan 
areas. As a result, insured unemployment in the four 
largest cities rose more in the four weeks ended February 
18 than in the comparable period a year ago. The in
crease in St. Louis and Evansville was large enough to 
raise the number of insured unemployed above that of 
a year ago. On the other hand, for the nation and in 
Louisville and Memphis the number claiming unemploy
ment insurance was less than a year before.

In Evansville, which was declared a surplus labor 
market area in January, Whirlpool-Seeger Corporation 
took possession of the plant formerly owned by Inter
national Harvester and began installation of machinery. 
About 500 were at work there already and more will be 
employed when operations begin.

The general leveling off in business activity was also 
indicated by the absence of change in seasonally adjusted 
employment in nonagricultural establishments in the na
tion in January. Nevertheless, employment was at a record 
level of 50.2 million, 1.8 million higher than a year 
ago. Manufacturing employment actually declined' in 
January and the average work week also fell more than 
usual. The reduction in manufacturing employment was 
offset by gains in trade and some other lines.

Agriculture
Growing conditions improved during the last half of 

January and early February as a result of much needed

precipitation. Some moisture fell over most of the district 
states, bringing relief from a prolonged late fall and early 
winter drouth. Greater than normal rainfall fell at most 
weather stations in the southern district states. The 
amount of snow and rain falling in other district states 
varied widely but was generally sufficient to meet cur
rent crop moisture needs.

As a result of the precipitation, prospects improved for 
both fall seeded crops and spring plantings. Grain crops 
in the northern district states have good prospects for 
winter survival, having suffered only light damage from 
soil heaving. Pastures in the southern part of the district 
made good growth after a slow beginning, but were still 
not in condition to support much grazing.

Winter is traditionally a period of planning for the 
farmers. This year their plans will be shaped, in part, by 
the recently announced Federal support levels for major 
crops. In early February, the support level for 1956 corn 
crop was announced as 11 per cent below last year. Sup
port prices for other feed grains were changed little, how
ever, and those for oilseed were raised about 5 per cent. 
The support price for wheat, which was announced 
earlier, will be 13 per cent less than in 1955.

Average prices of district agricultural products declined 
slightly for the four-week period ending February 24. A 
fourteen per cent decline in hog prices led the downward 
move. Broiler, cattle, tobacco, and rice prices also weak
ened. Offsetting the general decline were price increases 
for milk, eggs, cotton, soybeans, corn, wheat and oats.

Banking
During the four weeks ended February 22 the de

mand for credit at district banks indicated that business 
activity remained at a high level. Total loans (excluding 
interbank lending) at weekly reporting banks contracted 
$19 million, or 1 per cent. Most of the contraction 
was of a seasonal nature. Businesses, accounting for about 
half of total borrowings, made smaller reductions in their 
indebtedness than the average decline of corresponding 
weeks in recent years. By major industry classification, the 
pattern varied as some borrowers showed strength while 
others made more than the usual amount of net repay
ments. Producers of metals and metal products and petro
leum, coal, chemicals and rubber added more to their loans 
outstanding than the average increase of the like weeks of 
1952-55. Processors and distributors of agricultural prod
ucts made smaller than usual net repayments. On the 
other hand, sales finance companies made sizable reduc
tions in their outstanding indebtedness probably indicating 
continued financing in other markets. Contractors also 
repaid on balance perhaps reflecting the smaller number 
of housing starts in recent months.

“Other,” largely consumer, loans at reporting district 
banks declined less than the average contraction during 
the corresponding weeks of recent years. Loans to finance 
the purchase or carrying of securities were up in the 
period. Real estate loans, however, contracted moderately.
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OF CURRENT CONDtHONS

J )u R I N G  March there was fresh evidence of in
creased conRdence in the future course of business, 
but economic activity generally showed little change 
from the high level reached in the first two months 
of the year. ConRdence was expressed in business 
plans for record spending on new plant and equip
ment, and in the rise of stock prices to new peaks. 
Consumers, too, were optimistic about general busi
ness conditions during the coming year, and their 
plans to purchase houses and major durables were 
about the same as a year earlier. Further indicating 
faith in the future, new construction undertaken re
mained at an advanced rate, well above a year ago.

While optimism increased, the pace of industrial 
activity generally, as shown by weekly indicators for 
coal, oil, electric power and paperboard production, 
showed little change from seasonal patterns. Steel 
production averaged close to rated capacity. Auto
mobile assembly and freight cars loaded, however, 
showed less than the customary increase from Feb
ruary to' March.

Consumers, seemed to be spending a little less 
freely. In February, retail sales declined 2 per cent 
from January after adjustment for seasonal factors 
and trading day differences. Department store sales 
in the Rrst four weeks of March failed to advance as 
rapidly as usual in the pre-Easter season.

Furthermore, the seasonal drop in insured unem
ployment failed to appear this year, the number re
maining virtually unchanged from early February to 
early March.

Business is planning outlays for new plant and 
equipment of $35 billion this year, 22 per cent more 
than the record spending in 1955, according to a 
survey conducted by the Department of Commerce 
and the Securities and Exchange Commission. While 
some increase, had been anticipated, this survey re
vealed even larger dimensions than were previously 
indicated. All major industries are planning sub
stantial increases in investment with the sharpest 
advances by railroads and manufacturers, particu
larly of durable goods. Expenditures are scheduled 
to rise from a seasonally adjusted annual rate of $31 
billion in the fourth quarter of last year to a rate of 
$33 billion in the Rrst quarter of this year and $35 
billion in the second quarter.

In a survey of consumer Rnances conducted by the 
Board of Governors of the Federal Reserve System 
in cooperation with the Survey Research Center of 
the University of Michigan, about the same propor
tions of consumers as a year ago reported plans to 
buy new and used automobiles, other durable goods, 
and new and used houses, and to undertake home 
improvement and maintenance programs. However, 
considering the widely distributed rise in income 
and increase in liquid asset holdings over the past 
year, together with the expectation of further gains 
this year, the lack of increase in plans to buy may 
be worth noting. Moreover, the number planning to 
buy new cars this year is less than the number who 
made purchases last year, although it should be point
ed out that plans to buy, expressed early in the year, 
are not to be taken as a forecast of what consumers 
actually will purchase during the year.

Commodity prices strengthened during March, with 
all major groups showing some advances. Some of 
the strength was partly seasonal, as in the case of 
prices of farm products. But continued large de
mands and optimism about the future course of busi
ness, coupled with rising wage and material costs, 
bolstered prices of industrial commodities generally.

In the Eighth Federal Reserve District business 
activity generally remained at a high level. Indus
trial output was maintained and unemployment in
surance^ claims declined seasonally. But construc
tion contracts awarded in the Rrst half of March 
in the St. Louis territory of the F. W. Dodge Corpo
ration were off from the comparable period a year 
ago, and department store sales failed to pick up the 
seasonal amount. Bank loans, however, increased as 
Rrms borrowed to pay their taxes, and farm product 
prices strengthened.

The rate of output of district factories and mines 
appears to have risen in early March after the very 
slight decline earlier in this year. Steel ingot output, 
after allowance fot additional plant facilities added 
during the past year, was still above 100 per cent of 
rated capacity in March. Auto assembly increased, 
the national gain over February being estimated at 
over 5 per cent. Southern pine lumber output rose

Page 54

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

April 1956



8 per cent in the Brst two weeks of the month and 
narrowed the 2 per cent decline it had shown from 
last year to less than 1 per cent. Southern hardwood 
output, however, declined somewhat. Livestock 
slaughter at St. Louis was at a particularly high vol
ume, over one-fourth above early March, 1955. Coal 
mines Bnished the winter season at a somewhat lower 
level than in 1955, but crude oil output in district 
states rose slightly to regain its January level.

Conditions in the labor markets in the district's 
major metropolitan areas changed about seasonally 
from mid-February to mid-March. In the previous 
two months unemployment insurance claims had 
risen more than in the comparable periods of the 
previous year, but in the four weeks ended March 
17 the number claiming unemployment insurance de
clined in all of the major metropolitan areas. In 
Memphis, the decline was somewhat greater than a 
year ago. In St. Louis and Louisville, the decline 
was about of the same magnitude, but in Evansville, 
the decline was less than in the like 1955 period.

The picture, however, was darkened by announce
ments of a few plant closings or layoffs. At Louis
ville, International Harvester Company announced 
that in March it would lay off 500 of 3700 workers 
employed in the manufacture of tractors. Reduced 
defense production caused a layoff of 250 workers 
in Evansville, and the closing of two plants in the 
St. Louis area affected about 800 workers. Reduced 
requirements for ordnance led to announcements 
that a defense plant in St. Louis, where some 2500 
persons are now employed, and another at Camden, 
Arkansas, where 1900 persons are employed, would 
be closed in 1957.

New construction contracts awarded in the district 
in February continued above year earlier levels. 
Residential construction, however, continued to lag 
behind the unusually high levels in February 1955. 
The most recent seasonally adjusted rates of both 
total and residential construction contracts awarded 
declined from the month before, but were still above 
the averages for 1955. In the Brst half of March con
tracts awarded in the St. Louis territory of F. W. 
Dodge Corporation were slightly less than in the 
comparable period a year ago. Residential contracts, 
however, were somewhat larger.

Consumer buying at district department stores 
slowed in February and early March. The seasonally 
adjusted sales index fell from 126 per cent of the 1947-

49 average in January to 122 per cent in February. , 
After allowance for the one week earlier arrival of 
Easter this year than last, district department store 
sales in the Brst four weeks of March failed to gain 
the full seasonal amount.

Seasonally adjusted inventories at the end of Feb
ruary were about the same as a month earlier. Be
cause sales fell in the month, the stock-sales ratio 
increased somewhat.

New car sales showed some further seasonal im
provement in the Brst part of March, but the number 
sold remained less than a year earlier.

The demand for credit was strong at district banks 
during the four weeks ended March 21. Total loans 
(excluding interbank lending) expanded $14 million 
at district weekly reporting banks. The increase re- 
Bected greater than seasonal net borrowings by busi
nesses, partly to meet heavy income tax payments. 
The bulk of the increased demand for credit came 
from Brms in the manufacturing and mining group. 
Within this group, processors and manufacturers of 
food, liquor and tobacco increased their outstanding 
indebtedness $5 million in contrast to average net 
repayments of $6 million during the like weeks of 
1952-1955. Sales Bnance companies, which had been 
reducing their indebtedness earlier in the year, bor
rowed more than they repaid. Trade concerns, both 
retail and wholesale, increased their indebtedness 
more than usual during the four weeks. Another fac
tor of strength was the smaller net repayment by 
commodity dealers than customary at this time. Loans 
on real estate and securities rose moderately in the 
period. On the other hand, "other," largely con
sumer, loans declined $4 million. Normally, "other" 
loans change only slightly at this season^

The average interest rate charged on short-term 
business loans made during the Brst half of March 
at the four reporting banks in St. Louis was 3.78 per 
cent. This compares with an average rate of 3.85 
per cent charged during the Brst half of December 
at these banks.

District agricultural prices strengthened during the 
four-week period ending March 16. Broilers moved 
upward 7 per cent, soybeans 5 per cent, hogs 4 per 
cent and corn 3 per cent. All other major district 
commodities showed some gain with the exception of 
eggs and milk which declined 2 per cent and 1 per 
cent, respectively. However, district prices of most 
major commodities remained well below those of the 
previous year.
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Qp CURRENT CONDiHONS

B u S I N E S S  ACTIVITY in the Eighth Federal 
Reserve District started the second quarter of the year 
at about the same high rate as maintained in the Srst 
quarter, after allowance for seasonal changes. Con
sumer spending at district department stores con
tinued at an advanced level during the Srst part of 
April. A strong demand for bank credit continued, 
as inventories were built up further and tax pay
ments became due. And with total activity increas
ing seasonally, the district's major labor markets 
showed about the usual improvement in April. 
Contractors stepped up operations after having re
ceived a large, but not record, volume of awards in 
the Srst quarter. However, industrial output declined 
slightly in early April and new car sales evidently 
failed to show the customary spring improvement.

The future trend of inventories promises to be one 
of the main determinants of business activity in the 
months ahead. Inventory accumulation in the Srst 
quarter apparently continued at about the same 
pace as in the fourth quarter of 1955, after seasonal 
adjustment. Business sales, however, have changed 
little since last August on an adjusted basis. As a 
result, the ratio of stocks to sales for manufacturing 
and trade has risen in recent months, although in 
February it was no larger than a year earlier.

During April there was evidence that the down
ward adjustment of automobile production, due to 
large dealer inventories and slow sales, had not yet 
run its full course. From November to March season
ally adjusted automobile output was reduced 24 per 
cent. Despite this cutback, dealer inventories of 
new cars on April 1 were at near record levels, as 
production in the Srst quarter outran sales. Output 
was reduced in April, and with sales in the Srst ten 
days of the month showing no seasonal increase, auto
mobile producers were reported to be scheduling 
further cutbacks in May to bring dealer inventories 
into better relationship with current and prospective 
sales.

In addition to automobiles, stocks of steel have 
been augmented in anticipation of higher prices and 
the possibility of a work stoppage in that industry 
when negotations begin on a new wage contract. 
Consequently, many observers anticipate some down

ward adjustment in steel operations in the next few 
months, unless consumption rises sharply.

The volume of industrial output in early April de
clined slightly, according to available indicators. 
The steel ingot rate at St. Louis was at about 96 
per cent of capacity. Southern pine and hardwood 
output were off a shade from early March. Livestock 
slaughter at St. Louis area stockyards dropped 25 
per cent. Crude oil production was off 1 per cent 
in the Srst two weeks of the month. Coal output 
dropped seasonally. Also, it was reported that auto 
asembly might be cut further. These declines, how
ever, were from generally exceptionally high levels 
of activity during the Srst quarter of the year. Dis
trict steel ingot output, for example, averaged above 
100 per cent of rated capacity during this quarter 
for the Srst time since 1951. Production of both 
Southern pine and hardwood lumber was well above 
that of any recent year. Hog r e c e i p t s  at National 
Stockyards, Illinois, were the largest since 1944 dur
ing the quarter. And crude oil output was 9 per 
cent above the previous record of 1955.

With a large volume of construction contracts 
awarded during the Srst quarter, builders took ad
vantage of the April weather to step up their opera
tions. In March, and in the Srst quarter as a whole, 
total construction contracts awarded in the district 
lagged somewhat behind the level a year earlier. 
However, the seasonally adjusted rate of awards for 
the Srst quarter was larger than in the last three 
quarters of 1955. Residential construction contracts^ 
awarded in March were larger than a year earlier. 
The Srst quarter total also was at a higher season
ally adjusted rate than in the last three quarters of 
1955, although 6 per cent less than a year earlier. All 
other than residential construction contracts awarded 
in the Srst quarter were virtually the same as a year 
ago.

The usual spring expansion in activity in many lines 
was reSected in the decrease in insured unemploy
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ment in most of the district's major labor markets 
from mid-March to mid-April. Employment in 
nonagricultural establishments in March in four 
of the metropolitan areas was greater than a year 
earlier, when total economic activity was at a 
somewhat lower level. In Evansville, on the other 
hand, employment was 8 per cent less than a 
year earlier. However, some seasonal increase from 
February to March plus recalls to work in early 
April at automobile and mechanical refrigerator 
plants reduced the substantial labor surplus there. 
In addition, employment prospects in the area were 
brightened further by the location of an aluminum 
smelting plant close to Evansville. The announce
ment of the location of a second kraft paper mill in 
Pine Bluff, Arkansas, promised substantial new job 
opportunities for residents in that area.

EMPLOYMENT !N NONAGRtCULTURAL ESTABUSHMENTS 
SELECTED METROPOHTAN AREAS 

(in thousands)
Change Since 

March 1956 March 1955
St. Louis.................................................. 721.6 + 1 9 .4
Louisville.................................................. 243.1 +  6.9
Memphis.................................................. 183.4 + 9 . 1
Evansville...............................................  68.4 —  6.2
Little Rock.............................................  69.2 + 1 . 8

Source: State Employment Divisions.

Department store sales in the Rrst part of April 
continued at a high level, after allowance for seasonal 
changes and the different date of Easter this year 
than last. In the first part of March, department 
store sales in the district gained somewhat less 
rapidly than usual from February, but sales in the 
last part of the month more than overcame this lag; 
and, for March as a whole, sales gained somewhat 
more than seasonally from February. After allow
ance for the effect of the earlier date of Easter this 
year than last, sales were about 10 per cent larger 
than a year ago.

Furniture store sales in March improved substan
tially from February, and were 8 per cent larger than 
a year earlier.

New car sales in the first part of April failed to in
crease the usual amount from March. According to 
Ward's Automotive Reports, new car sales in the 
nation in the first ten days of April held close to the 
daily average for March.

A strong demand for credit continued at district 
banks during the Rve weeks ended April 25. Total 
loans (excluding interbank lending) expanded con- 
traseasonally by $14 million at district weekly report
ing banks. Businesses added $7 million to their indebt

edness with the bulk of the net increase coming 
around mid-April. At banks reporting detailed infor
mation by type of borrower, sales finance companies, 
trade concerns, and manufacturers of metals and met
al products made sizable net borrowings during the 
period. Real estate, security, and "other," largely 
consumer, loans rose moderately. Demand deposits 
declined $105 million during the Rve weeks under 
review, partly as a result of heavy withdrawals of 
United States Government deposits.

Interest rates generally rose during March and 
April, as prices of outstanding bonds declined. The 
longest-term Government securities, the 3's of 1995, 
fell in price from 100% at the end of February to a 
low of 97% on April 17. Most corporate and munici
pal bonds declined about proportionately. The de
crease in capital market prices, reHected both a heavy 
volume of new corporate and municipal offerings 
and increased investor conRdence in the business out
look. These influences tended to dispel the earlier 
view that monetary policy might ease in the near 
future, and replaced this view with a feeling that 
monetary policy was likely to tighten. On April 13, 
nine Reserve Banks, including St. Louis, increased 
their discount rates from 2% per cent to 2% per cent 
and two Banks, San Francisco and Minneapolis, 
marked up their rates from 2% per cent to 3 per 
cent. Later, the remaining Bank increased its rate to 
2% per cent. Following the increase in the discount 
rates, other short-term rates, such as on prime busi
ness loans, bankers' acceptances, and commercial 
paper, were also marked up, in most cases % of 1 
percentage point. Yields on Treasury bills jumped 
from 2.10 per cent in early March to 2.77 per cent 
on April 17, the highest rate since 1933.

Farming activity in the Eighth Federal Reserve 
District states gained momentum in the latter part of 
April after a relatively slow start in early spring 
when general rains impeded operations. Planting 
operations moved forward at a rapid pace over most 
of the district's cotton belt, while land preparation 
constituted the major farming activity over the re
maining district states.

Pricewise, the farmer's position improved in April 
for the third consecutive month.

The outlook for prices of several major farm crops 
was favorably affected by recent price support in
tentions announced by the Administration. How
ever, support levels for corn, cotton, wheat, and rice, 
important crops in this district, will be less than a 
year ago.
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OF CURRENT CONDITIONS

Released for publication June 1

ONSTRUCTION ACTIVITY and industrial pro
duction, with the notable exception of automobile as
sembly, generally continued at fairly high levels during 
May in the Eighth Federal Reserve District. Depart
ment store sales advanced and wholesale prices and 
prices received by farmers continued to rise. With 
activity at a high level and inventories apparently be
ing augmented further, the strong demand for bank 
credit by businesses continued during the month. 
However, automobile sales still lagged. Cutbacks in 
automobile and supplying industries were reflected 
in a rise in insured unemployment in St. Louis, Louis
ville, and Evansville during May.

Nationally, the outlook for the short term con
trasted sharply with that for the longer term. The 
decline of stock market prices during May reflected 
the shift in business sentiment concerning the course 
of business activity over the next few months. The 
downturn in automobile production earlier this year 
did not spread beyond the immediate supplying in
dustries and was in large part offset by expansion in 
other lines. The divergent trends resulted in near 
stability in the over-all level of output. But in May, 
when automobile assemblies were cut back further, 
some other major industries were reducing output. 
The question seemed to be whether or not the fewer 
expanding sectors would hold total production at its 
earlier level.

However, confidence in the long-term growth of the 
economy apparently remained undiminished as evi
denced by the firmness in businessmen’s plans for 
new plant and equipment expenditures. A recent 
McGraw-Hill survey indicated that business plans to 
increase capital investment this year by even more 
than had been forecast by the earlier Department 
of Commerce and Securities Exchange Commission 
survey. Confidence in the long-term future was 
further indicated by the substantial size of plans for 
investment in future years.

Industry

Except for a decided drop in automobile assembly, 
there was little change in the Eighth District indus

trial picture from April to May, preliminary indica
tors showed. Steel ingot output in the St. Louis area 
was at 96 per cent of rated capacity compared with 
97 per cent for the month of April. Lumber produc
tion edged upward seasonally, and crude oil produc
tion held even. Livestock slaughter in the St. Louis 
area was down a few percentage points. Railroad 
freight interchange in the first nine days of the month 
was virtually the same as for the corresponding period 
in April.

Labor Markets

Lay-offs at automobile assembly and some other 
plants in St. Louis and Evansville were reflected in a 
rise in insured unemployment during May in contrast 
to declines in the same period a year ago. In Memphis 
and Louisville insured unemployment in the week 
ended May 26 was about the same as four weeks ear
lier, in contrast to some decline in the same period 
last year.

Employment in nonagricultural establishments in 
the five larger metropolitan areas of the district in
creased about seasonally from March to April. In the 
Louisville metropolitan area the demand for labor 
was augmented by seasonal expansion in construction 
activity and in the manufacturing of lumber, wood 
and food products. In the Evansville metropolitan 
area, recalls to automobile and mechanical refrigera
tor plants plus increased construction activity were 
largely responsible for the addition of 4,000 workers 
to payrolls between March and April. In the Little 
Rock metropolitan area, manufacturing employment 
declined slightly as seasonal contractions more than 
offset modest expansions between March and April. 
However, activity in construction and service indus
tries and government increased sufficiently to add 1 
per cent to total employment.

Construction

The value of construction contracts awarded in the 
district in April was larger than a year earlier, the 
gain being substantial enough to bring the total
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awards for the first four months slightly ahead of the 
comparable months of 1955. The rise in the district, 
however, was- not as large as in the 37 eastern states, 
where January-April awards were 13 per cent greater 
than in the same months of 1955. Although the total 
value of contracts awarded in the first four months 
was about the same as a year ago, sharp changes 
occurred in many areas of the district. Awards in 
the St. Louis, Memphis, Evansville and Little Rock 
metropolitan areas were down sharply, but in the 
Louisville area and the remainder of the district as 
a whole they were greater than a year ago.

Residential building awards in the district during 
April totaled about the same as a year earlier, but for 
the first four months were 5 per cent less than in 1955. 
Here, too, the district experience lagged the rest of 
the nation, where the four months’ total was 8 per 
cent larger than a year ago. The value of residential 
contracts awarded in the district dropped less than 
.did the number of dwelling units, reflecting the high
er value per unit started this year than last. The 
number of dwelling units included in the first four 
months’ awards fell 16 per cent. The higher average 
value resulted entirely from increased size which 
more than offset a small decline in average cost. For 
example, in the St. Louis territory of F. W. Dodge 
Corporation, which includes most but not all of the 
Eighth District, the average size of new dwelling units 
rose 17 per cent, from 1,210 square feet in the first 
four months of 1955 to 1,420 square feet in the same 
period of 1956. Partially offsetting this increased size 
was a small reduction in cost per square foot, prob
ably reflecting a shift in the type of construction.

Trade

Conflicting sales trends were apparent during May: 
department store sales improved but automobile sales 
continued at their slow pace. Consumer buying at 
district department stores in the first four weeks of 
May increased more than seasonally from April and 
was about 9 per cent larger than a year earlier. The 
pickup was welcome, because department store stocks 
at the end of April were at a seasonally adjusted 
record level.

New car sales in the first part of May remained slug
gish, showing no improvement from the slow April 
rate. New cars in the hands of dealers continued at 
a high level in April, despite production cutbacks.

Furniture store sales in April were only 4 per cent 
larger than a year earlier.

Credit was used to an increasing extent in April 
over earlier this year or a year ago at district furniture 
and department stores, as indicated by a rise in the 
ratio of charge and instalment sales to total sales. 
Nationally, the same trend was true for automobile 
sales in the first quarter, as shown by the smaller drop 
in credit extensions than in sales.

finance

A strong demand for credit continued at district 
banks dnrincr M 3 V Fnr fnnr lirpoVp /a ti rl o r'l \T o it

—  0  ---------- J ,  ^  V11UV^U  1UW;

23 total loans (excluding interbank lending) in
creased contra-seasonally at district wTeekly reporting 
banks. The expansion was largely the result of a 
heavier than normal demand by consumers, which 
was evidenced by the growth in “other” loans, coupled 
with less than seasonal net repayments by businesses. 
At banks reporting detailed information on commercial 
and industrial loans by type of borrower, the strength 
in loans reflected large new credit extensions to manu
facturers of textiles, apparel, leather, metals and metal 
products, along with a relatively small volume of net 
repayments by commodity dealers, amounting to $35 
million from the beginning of the year through May 
23, the smallest amount paid in any corresponding 
period during the last four years. Loans on real estate 
rose moderately in the four weeks under review. On 
the other hand, advances for purchasing or carrying 
securities declined in the period.

Agriculture

Farming activity was on schedule in most of the 
Eighth District states near the close of May. Corn 
planting progressed satisfactorily and good stands of 
cotton could be observed in the southern part of the 
district. Small grain crops were aided by ample mois
ture and generally good growing conditions.

Higher prices continued to improve the farmers’ 
condition. Prices of all major district commodities 
marketed, except wheat, advanced during the four- 
week period ending in mid-May. Hogs and milk led 
the advance with increases of 12 per cent each. Na
tionally, the index of prices received by farmers rose 
one per cent during the month ending in mid-April. 
Prices paid by farmers also advanced, leaving the 
parity ratio at 82, the same as in March and 6 per cent 
lower than in April of last year.
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. . .to  increase nonfarm employment, . , .
A second major problem of the area is to increase 

new employment opportunity so as to provide jobs 
for the young people growing up in the Delta as well 
as for some of the people no longer needed on the 
farm. To this end the Missouri Delta Development 
Commission was formed two years ago to supplement 
on an area-wide basis the industrial promotion work 
already being done by individual towns. There are 
development corporations in more than twenty cities, 
and within the last few years they have spent about 
$1 million in construction or expansion of plants for 
lease to manufacturing firms. It is expected that the 
availability of labor and other resources in the Delta 
will continue to be attractive to manufacturers.

. .. and to find new uses for resources
diverted from cotton production.
The third major problem of concern to people of 

the area is to find new uses for resources diverted 
from cotton production. Acreage restrictions reduced 
cotton plantings by approximately one-third between
1949 and 1955. Fortunately, Delta soils are well 
suited to many kinds of production. Therefore a 
wide range of possibilities is open. Increased pro
duction of livestock, fruits, vegetables, grains and 
the soybeans mentioned before is currently under
way or being studied in various parts of the area. 
These adjustments in farm operations will take up 
land taken out of cotton production.

But new methods have to be learned, market out
lets must be found, and supporting facilities in the 
towns have to grow, all of which require time and 
effort.

One of the aims of the industrial development effort 
is to aid the farm adjustment by bringing into the 
area supporting facilities to handle new farm pro
ducts. Several of the projects for increasing the pro
duction of vegetables, for example, hinge upon estab
lishment of processing and shipping facilities.

Their wealth of resources and experience provide 
the people of the Southeast Missouri Delta with the 
means to capitalize on whatever opportunities the 
future may provide. The well-demonstrated ability 
to master the art of growing cotton speaks well of 
their prospects for surmounting other formidable pro
duction problems. The eternal exposure to weevil and 
weather has made for flexibility and perseverance. 
And on every side the canals are a reminder of the 
ingenuity and work which built the Delta and can 
continue to improve it.

A. Ja m e s  M eigs

Released for publication July 1

A .S  THE YEAR APPROACHED THE HALFWAY
MARK, business activity in the Eighth Federal Re
serve District held close to the high levels maintained 
during previous months. The demand for bank 
credit leveled off during June, indicating little change 
in activity and perhaps a lower rate of inventory 
building in recent weeks. Industrial production 
generally was at a fast pace, although assembly of 
automobiles and production of related equipment, 
and farm machinery were notable exceptions. As a 
result, during June insured unemployment increased 
in some areas or held steady instead of declining as 
usual in other areas. Expanding construction activ
ity, however, filled some of this gap, and employ
ment in most of the district’s major labor markets 
increased from April to May. With employment and 
incomes at high levels, spending continued at a rapid 
pace for most goods, automobiles and farm equipment 
excepted. Growing conditions were generally favor
able for district farmers, but prices of major district 
farm products weakened slightly in the four weeks 
ended June 22.

In general, factories and mines in the Eighth Dis
trict continued to produce at relatively high levels 
in June. However, there were major cutbacks in 
automobile assembly and farm equipment and tire 
manufacture. Steel ingot output in the St. Louis 
area for the month was set at 98 per cent of rated 
capacity. Both Southern pine and hardwood produc
tion increased seasonally and were running ahead of 
last spring’s output. During the first three weeks of 
June, livestock slaughter in the St. Louis area dropped 
seasonally, but was about one-fourth larger than in 
the comparable period last year. Crude oil produc
tion in district producing states remained at around 
the 380,000 barrel daily average mark which has been 
generally maintained since January. Coal mining 
continued to increase more than seasonally, accord
ing to the latest available data.

Construction activity has become an expanding 
force in the district economy. Contracts awarded 
in this district in May gained 28 per cent over May 
1955 and in the first five months of the year, totaled 
$588 million, up 6 per cent from the corresponding 
period last year. Value of awards for residential con
struction in May were also larger than a year ago.
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OF CURRENT CONDITIONS

The advance was large enough to bring the cumula
tive total for the first five months of the year about 
even with that of a year ago. All other than residential 
construction contracts awarded in May continued 
larger than a year earlier, and the cumulative total 
for the first five months was up 10 per cent. The dis
trict experience, however, lagged behind that for the 
37 eastern states.

The district's major labor markets mirrored the 
slowdown in manufacturing activity. Insured unem
ployment rose during the four weeks ended June 16 
in Louisville, Memphis, and Evansville, reflecting 
reduced manufacturing activity in the district. In 
St. Louis insured unemployment remained about the 
same from mid-May to mid-June, as it had in the last 
two years.

The most recent data on employment also re
flected the divergent movements in the economy. 
Construction employment in the district's five largest 
metropolitan areas increased from April to May, but 
manufacturing employment generally remained un
changed or declined.

With employment and incomes at high levels, 
spending continued at a rapid pace for most goods, 
automobiles and farm machinery excepted. Sales at 
district department stores in the first half of June were 
substantially larger than a year earlier, although, after 
allowance for seasonal changes, they declined some
what from the high rate reached in May. Furniture 
store sales in May were 8 per cent larger than a year 
earlier.

The demand for bank credit at weekly reporting 
district banks apparently leveled off during June, fol
lowing an almost uninterrupted growth since the fall 
of 1954. During the four weeks ended June 20, total 
loans (excluding interbank lending) declined slightly 
as it has on the average during the like weeks of 
1950-1955. By loan categories the pattern varied. 
Commercial, industrial and agricultural loans con
tracted one per cent, somewhat less than usual for 
this time. Businesses made sizable net repayments 
in the two weeks ending June 6; however, in the 
next two weeks these loans rose, offsetting most of the 
previous losses, as corporations borrowed funds for 
tax purposes. Real estate financing was up only mod

erately while “other,” largely consumer, loans rose 
less than usual during the period.

However, for the year through June 20, new loans 
exceeded repayments by $10 million at banks report
ing principal changes in commercial and industrial 
loans in contrast to average net repayments of over 
$90 million during the corresponding weeks of recent 
years. Virtually all industries, except construction, 
showed strength. At banks in St. Louis and Louis
ville, most of the expansion was made by the manu
facturing and mining group (primarily metals and 
metal products). Also at banks in Louisville, trade 
concerns were relatively heavy net borrowers. At 
banks in Memphis (where about three-fourths of the 
district's commodity dealer paper is handled), net 
repayments by these borrowers amounted to $30 
million, about half as large as the average net re
payments during the same periods of 1952-1955. 
Contractors at banks in Little Rock expanded their 
outstanding indebtedness, in contrast to net repay
ments at the other district reporting centers.

The average interest rate charged on short-term 
business loans made during the first half of June at 
the four reporting St. Louis banks was 4.06 per cent. 
This compares with an average rate of 3.78 per cent 
charged at these banks during the first fifteen days 
of March. During the first half of June last year the 
average rate was 3.39 per cent.

Farmers in the district were heartened by generally 
favorable growing conditions during June. By the 
end of the month, the wheat harvest was largely 
accomplished throughout the district states. But pro
duction was estimated by the United States Depart
ment of Agriculture on June 1 at about 13 per cent 
less than actual outturn in 1955. Other major dis
trict products, such as cotton, corn, and soybeans, 
generally made excellent progress during the month, 
and tobacco transplanting neared completion. How
ever, weevil infestation of cotton increased.

Average prices of major agricultural products in 
the district decreased slightly in the four weeks ended 
June 22. However, the average of agricultural 
product prices continued slightly above the year 
earlier level as it did during May.
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OF CURRENT CONDITIONS

IjHE PACE of business in the Eighth District mod
erated slightly during July, reflecting the balance of 
nationwide and district forces. While employment 
and production in most areas were close to record 
levels, there was noticeable easing in durable manu
factures—autos, metal products and machinery—and 
an air of uncertainty over the possible effects of the 
steel strike. Despite a moderate trend toward a shorter 
workweek over the first six months of the year, the 
rise in average weekly earnings of production workers 
has sustained purchasing power. Retail sales have 
held up well, department store sales running about 
2 per cent ahead of a year ago in July. The cumula
tive rainfall deficit in much of the district has been 
made up by recent showers, and crops are reported 
to be in good condition. A strong demand continues 
for business loans at district banks.

« « «

Total economic activity in Eighth District metro
politan centers appeared to hold close to or above 
year-ago levels in July, reflecting the continued 
strength of demand throughout the nation and the 
district’s consequent contribution to the “$400-billion- 
plus” gross national product.

Employment gains in May and June over a year 
ago in St. Louis, Little Rock, Louisville and Memphis 
totaled about 26,000 workers, though about 4,000 
fewer are at work in the Evansville area. From this 
near-record level in May and June, a slight business 
decline in durable manufactures and seasonal slow
ness in a number of other industries created a summer 
lull in July. Production of automobiles and certain 
other consumer durables continued to slacken as man
ufacturers and dealers worked off excess inventories; 
in the Eighth District, St. Louis, Evansville and Louis
ville were most affected by this trend. Southern pine 
lumber production this year has been at the highest 
level since 1948 but showed usual seasonal slowing in 
June and July. Hardwood mill operating rates in the 
first half-year also have exceeded year-ago rates but 
likewise probably turned down seasonally in July. 
Pine lumber prices weakened slightly in response to

slower residential construction. District steel mills, 
however, continued operations during the steel strike 
under agreement to make retroactive wage adjust
ments, following the general settlement both in tim
ing and pattern. Local mills raised product prices 
$8.50 to $12.00 a ton, with prices subject to further 
review. Operations were at 95 per cent of capacity in 
June, according to final figures, and averaged 91 per 
cent (preliminary) during July. Few strike influences 
were apparent in the district in July with the possible 
exception of slight effects in coal mining and trans
portation. The pinch of strike-caused shortages was 
beginning late in the month, despite virtually com
plete settlement of the strike, with first effects in heavy 
construction and light sheet metal products.

Among nondurable manufacturing industries and 
nonmanufacturing activities, coal mining, besides pos
sible strike effects, was in its summer doldrums. 
Crude oil output, which jumped in 1954 and 1955, 
has apparently stabilized at the high level of 380,000 
barrels per day. Livestock slaughter at district meat 
packing plants has been especially heavy in recent 
months and in June and early July was 20-25 per 
cent above a year ago. The apparel and shoe indus
tries began their fall pickup in July. The gain in shoe 
production followed some cutback in June for inven
tory adjustment.

Construction activity in the district has been fol
lowing the national pattern, with commercial build
ing strong. In the St. Louis suburban area, commer
cial construction tripled its year-ago rate the first six 
months of the year. District construction contract 
awards during the first six months of 1956 averaged 
about one-eighth higher (in value) than a year ear
lier; the margin of lead was about one-third for the 
month of June alone. However, employment in con
struction in June was only 5 per cent higher than a 
year ago in St. Louis and Memphis, showed no change 
in Louisville, and was down about 6 per cent in 
Evansville and Little Rock.

Growth of the economy over the year has resulted 
in higher total employment and lower unemployment
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now than a year ago. As might be expected, there 
was some variation within the district; unemployment 
rates have been below a year ago in St. Louis, Mem
phis, and Little Rock, but higher in Evansville, which 
was harder hit by auto and refrigerator cutbacks. 
However, unemployment recently turned upwards, 
primarily as a result of entry of students into the labor 
market, the drop in production of automobiles and 
fabricated metal products and the aforementioned 
seasonal slowness. Weekly hours of work are generally 
about equal to a year ago when recovery from reces
sion was in full swing but have shown a slight de
cline since January. Hourly and weekly earnings of 
factory workers show a favorable over-the-year rise, 
stimulating personal consumption and hence retail 
and service business.

Department store sales in the district registered a
2 per cent gain over a year ago in the four weeks 
ending July 21. New car sales continue to lag, how
ever, with May registrations 20 to 25 per cent lower 
than a year ago, though June probably showed some 
improvement.

Generally favorable crop growing conditions con
tinued to prevail over most of the district during the 
month of July. The north and northwest portions of 
Missouri, which had suffered rather severely from lack 
of moisture during June, received rainfall in July at 
the critical period resulting in excellent corn and soy
bean prospects. Corn and tobacco crops continue to 
look good over most of Kentucky. Pasture and hay 
crops are also doing satisfactorily. The major por
tions of Tennessee and Arkansas have received ample 
rainfall with the result that cotton is growing and 
fruiting satisfactorily with only moderate weevil in
festation. Mississippi is the only district state where 
generally dry weather has caused substantial damage. 
Corn has suffered rather severely. Pastures are also 
drying up rapidly, causing a number of farmers to 
start early feeding of silage. Cotton, however, has 
not deteriorated to any great extent.

Most district livestock and livestock products prices 
rose slightly in the four-week period ending July 20, 
while crop prices were mixed. Compared to a year 
ago, crop prices were generally higher, as were milk 
and eggs, but livestock prices were slightly lower.

In finance, total loans (except interbank) at dis
trict weekly reporting banks, now 10 per cent above

year-ago levels, rose $29 million or nearly 2 per cent 
from June 20 through July 18, a normal expansion for 
this time of year. However, bankers report that the 
strength of loan demand would have pushed outstand
ing loans even higher but for several special circum
stances which held the expansion to “seasonal” pro
portions. Although limited availability of funds has 
forced bankers to screen loan applications closely and 
interest rates are at or near the postwar peak, most 
major types of commercial and industrial firms in
creased their indebtedness more than usual in the 
four weeks ending July 18. Advances to processors 
of food, liquor and tobacco were especially large for 
this time of year; outstanding loans in this category 
jumped $15 million compared to an average $5 mil
lion in recent years. This advance probably arises 
from higher operating costs as well as from slightly 
more production volume.

Other relatively heavy net borrowers were produc
ers of textiles, apparel, leather, rubber, petroleum, 
coal and chemicals as well as retail outlets, wholesale 
firms and public utilities. These loan increases were 
brought about partly for temporary capital financing 
as well as to finance fall season inventories in some 
lines.

Despite the added loan demand of the foregoing 
industries, loan expansion was held to seasonal pro
portions by net repayments by other borrowers. Sales 
finance companies made sizable net repayments to 
weekly reporting banks of the district during the four- 
week period ending July 18, reportedly from pro
ceeds of sales of commercial paper. Manufacturers 
of metal and metal products who had been substantial 
net borrowers through the first half year began re
ducing loan balances after the Fourth of July as steel 
inventories accumulated during the earlier months of 
the year were drawn down. Contractors matched new 
loans with repayments in contrast to normal seasonal 
increases in loans, perhaps reflecting a slight restric
tion of operations due to reduced availability of cer
tain types of structural steel. Advances secured by 
real estate continued to expand but at a rate much 
less rapid than in earlier postwar years, in keeping 
with the lower house construction rate. However, 
"other” (mainly consumer) loans increased about the 
usual amount for late June and the first two weeks 
of July.
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OF CURRENT c o n d it io n s

Released for publication Septem ber 2

I P  RICE INCREASES made the biggest business 
headlines during August. The settlement of the 
steel strike in late July was followed quickly by a 
jump in steel prices averaging about 7 per cent. Mark
ups in a number of other industrial and consumer 
goods prices were also announced. Wholesale prices 
of industrial commodities rose nearly one per cent 
from mid-July to August 21. Consumer prices gained 
more than seasonally from April to July, rising at an 
annual rate of 7 per cent, and a further increase in 
August was in prospect. The recent increases had 
been preceded by persistent advances in previous 
months. In the first half of 1956 consumer prices 
averaged one per cent higher than a year earlier 
and wholesale prices advanced 3 per cent.

Financial developments were also in the forefront 
in August. The demand for funds to finance busi
ness expansion continued to press against the avail
able supply of long-term money. As a result borrow
ing costs rose sharply and some firms postponed 
flotations, withdrew from the capital markets or di
verted their demands to banks. Yields on corporate, 
municipal and long-term Government securities ad
vanced during the period. The most pronounced 
increase in interest rates was in Treasury bills. The 
average rate on accepted bids for bills dated August 
30 was 2.83 per cent compared with 2.30 per cent 
five weeks earlier. Commercial and finance paper 
rates increased % of 1 per cent. Intermediate-term 
Government bonds also rose by about the same 
amount, reflecting the pressure on secondary bank 
reserves.

Bank credit expanded about seasonally in August 
and with available funds in tight supply banks raised 
their lending rates. The prime rate of interest was 
advanced from 3% to 4 per cent by large city banks. 
In face of the exceptionally heavy demands for bank 
credit, part of which was spilling over from the tight 
capital markets, and the upward pressure on prices, 
ten Federal Reserve Banks in late August increased 
their discount rates to 3 per cent, the rate already 
in effect at the other two banks.

Nationally industrial production rebounded in 
August from the setback of the steel strike, but some 
major industries operated below year earlier rates. 
Scheduled steel output increased to 96.5 per cent of 
capacity in the week ended September 1, but August’s 
production was less than a year ago. Two other 
major indicators of production, paperboard output 
and freight loadings, also increased but remained 
below year earlier levels. Automobile assembly 
slowed to less than the 1954 or 1955 pace as factories 
closed for model changeovers. However, electric 
power, bituminous coal and crude oil output were 
higher than a year ago.

While output in July and August was below peak 
and year earlier levels, prospects for future activity 
brightened. Automobile output was expected to rise 
sharply in the fourth quarter. New orders turned up
ward according to the August report of the National 
Association of Purchasing Agents. Furthermore, 
only an insignificant number of firms reportedly 
changed their planned capital expenditures.

Business activity in the Eighth Federal Reserve 
District continued close to previous levels in August. 
The steel ingot rate at St. Louis rose from 91 per cent 
of rated capacity in July to 98 per cent in August. 
Both Southern pine and hardwood lumber produc
tion showed an upturn during the first three weeks of 
August, a fairly common pattern which reflects an
ticipation of an increase in autumn demand. Live
stock slaughter continued relatively heavy in August.

Crude oil output in district states during August 
stayed at about the same high level as in July. Coal 
production in the first two weeks of the month was 
about one-fifth above the like 1955 weeks. Automo
bile assembly and farm equipment production, how
ever, slowed further during August.

With a record amount of contracts awarded in the 
first seven months of the year, outlays for new con
struction in the nation rose further in July and prob
ably in August. Construction expenditures in July 
were at a record seasonally adjusted annual rate of
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$44.4 billion, about 3 per cent greater than a year 
earlier. The increase, however, was entirely due to 
higher construction costs, which in June (the latest 
official date available) were running 5 per cent above 
a year earlier. Thus, the physical volume of new 
construction put in place, as measured by value in 
constant prices, declined 3 per cent in the first five 
months of 1956 from the corresponding period of
1955. Furthermore, the gap increased as the year 
progressed, as indicated by a 5 per cent decrease for 
May. The greatest part of the decline was caused 
by the reduction in residential building; in May the 
physical residential volume put in place was 16 per 
cent below a year earlier.

Not only has the physical volume declined, but the 
seasonally adjusted rate of value of construction con
tracts awarded has also eased from the exceptionally 
high rate which prevailed early this year. The num
ber of nonfarm housing starts, another measure of 
future activity, in July was 10 per cent below those 
in January on a seasonally adjusted basis. For the 
first seven months the number started fell 17 per cent 
from the same period in 1955.

The district picture of construction roughly paral
leled that in the nation. The value of construction 
contracts awarded in the first seven months rose 10 
per cent from the same period last year, compared 
with an 8 per cent gain in the 37 eastern states. But, 
as in the nation, the seasonally adjusted rate declined 
after reaching a peak in February. The number of 
dwelling units included in residential building awards 
declined 14 per cent in the first half year from the 
same period in 1955.

Labor market developments in the district were 
somewhat less favorable than in the same period last 
year. In August insured unemployment in the four 
largest metropolitan areas of the district either rose 
more or declined less in the four weeks ended Au
gust 18 than in the comparable weeks last year.

In St. Louis employment rose 0.7 per cent from 
May to July compared with a 1.7 per cent gain last 
year. Elsewhere in the district, employment de
clined from May to July this year by greater relative 
amounts or in contrast to increases last year.

However, in July employment in nonagricultural 
establishments in four of the district’s areas (St. Louis, 
Louisville, Memphis and Little Rock) was higher than 
a year earlier. In Evansville, on the other hand, 
employment continued to lag.

With personal incomes at record levels consumers 
continued to purchase goods in large volume in July 
and early August. Department store sales in the dis

trict during the first four weeks of August continued 
close to the seasonally adjusted rate for the first 
seven months of the year. In comparison with a 
year ago, however, the shift of consumer spending 
away from durable goods was maintained. Automo
bile sales continued below year earlier levels in 
July and early August. Sales of home furnishings 
at reporting district department stores in July were 
only 2 per cent larger than a year earlier compared 
with a 14 per cent gain for all other sales, and dis
trict furniture stores sold less. Sales of air condition
ing equipment were reported to be substantially less, 
reflecting the relatively cooler weather prevailing this 
year than last. In the first four weeks of August, sales 
of major appliances and furniture at a small sample of 
department stores in the district continued to fall short 
of year earlier levels.

Total loans (except interbank) at district weekly 
reporting banks were virtually unchanged during the 
five weeks ended August 22. Outstanding loans to 
commercial and industrial firms at banks reporting 
detailed information showed a growth of roughly $1 
million, largely as a result of net additions by com
modity dealers (at banks in Memphis) and heavier- 
than-usual net increases by manufacturers of petro
leum, coal, chemicals, and rubber. On the other 
hand, public utilities, trade concerns, and manufac
turers of metals and metal products made sizable net 
repayments in the period. The reduction by public 
utilities probably indicates some shifting of financing 
to sources outside the district and also some borrow
ing in the capital market. In the aggregate “other,” 
largely consumer, loans were almost unchanged in 
contrast to an average increase of about l 1̂  per cent 
during the comparable weeks of 1950-1955. Loans to 
finance real estate were up moderately, but loans on 
securities declined somewhat in the period.

On balance, district banks increased their holdings 
of Government securities, primarily Treasury bills 
and certificates of indebtedness. The increase in 
certificates of indebtedness occurred in mid-August 
as a result of purchases of the new 2% per cent tax 
anticipation certificates.

Conditions in the farm sector of the economy im
proved further during August and were better than 
a year earlier. Cash farm receipts in the district 
for the first half year were 5 per cent ahead of the 
same period last year. Crop production prospects 
continued generally favorable, and the average of 
major district farm product prices moved up in 
August.
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OF CURRENT CONDITIONS
Released for publication October 1

B u siness ACTIVITY in the Eighth Federal Re- 
serve District during September continued at a high 
level after allowance for seasonal factors. Model 
changeovers at automobile plants caused the usual 
temporary slowdowns in industrial activity and in
crease in unemployment. But other plants were gen
erally busy. Department store sales continued larger 
than a year earlier. Increases in average wholesale 
prices persisted through September 25. And the har
vest was well underway, with larger corn and soy
bean crops in prospect. On the other hand, some 
indicators were less encouraging. Total employment 
in August in three of the five largest areas in the 
district was less than a year earlier in contrast to a
3 per cent gain for the nation. Loan volume declined 
slightly compared with an increase usual at this time 
of year.

Industry

After a rapid recovery in August from the impact 
of the steel strike, district industrial activity appears 
to have leveled off in September, allowing for sea
sonal influences. Steel ingots were poured out at 91 
per cent of capacity in the St. Louis area in Septem
ber, reflecting a slow recovery from the Labor Day 
vacation period. Automobiles were assembled at a 
very low rate as the shift was made to the new models. 
Lumber output, instead of rising further in early 
September, held about the same as in August. Live
stock slaughter was affected by a strike near month’s 
end and a further cutback in farm machinery output 
was scheduled.

Mineral output, however, was on the strong side. 
Crude oil production increased from its already high 
level and coal production continued to show a strong 
seasonal upturn.

Labor Markets

In August employment in the nation’s nonagricul- 
tural establishments, on a seasonally adjusted basis, 
returned to the peak June level, as activity in manu
facturing, mining and railroad industries generally

recovered from the effects of the steel strike. Em
ployment was 1.3 million or nearly 3 per cent greater 
than a year earlier and unemployment at 2.2 million 
was about the same as a year ago.

In contrast to the national picture, employment in 
the district’s larger metropolitan areas in August was 
less than a year earlier. Higher employment in Mem
phis and Little Rock was more than offset by lower 
employment in St. Louis, Louisville and Evansville.

EMPLOYMENT IN NONAGRICULTURAL ESTABLISHMENTS
(in thousands)

August August Per Cent
1956 1955 Change

St. Louis.................................... 719.9 725.5 - -0 .8
Louisville.................................  245.9 247.3 — 0.6
Memphis...................................  186.0 180.6 + 3 .0
Evansville......... ..................  67,6 74.8 — 9.6
Little Rock.........  ...........  70.0 69.4 +  0.9
Total District Areas...............  1,289.4 1,297.6 — 0.6
United States...................... .. 51,789 50,484 + 2 .6

Source: State Employment Security Divisions and U. S. Bureau of Labor 
Statistics.

In September a number of developments, most of 
them temporary in nature, caused unemployment to 
rise. The number of insured unemployed in the 
nation increased in the week ended September 8, 
largely reflecting temporary layoffs at automobile 
plants. In St. Louis and Evansville the number of 
insured unemployed increased in the four weeks 
ended September 22, while in Louisville and Mem
phis there were slight decreases. While most auto
mobile assembly plants began recalling workers in 
September, layoffs were scheduled for October at 
two farm equipment plants in Louisville and Memphis.

Trade
Consumers bought a record amount of merchandise 

from the nation’s stores in August. Preliminary esti
mates indicated that retail sales on a seasonally ad
justed basis increased 1 per cent from July to August 
and continued about 4 per cent above a year ago. 
The strength was primarily in the sales of nondurable 
goods stores, which were 10 per cent greater than a 
year earlier compared with a drop of 5 per cent for 
durable goods stores. Automobile sales continued to
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run below year earlier levels; however, on a daily 
average basis, they declined only 6 per cent from 
July, about the usual change expected at that time 
of the year. At district department stores nondurable 
lines were also stronger than durables; apparel sales 
in August were 10 per cent larger than a year earlier 
compared with a 6 per cent gain for home furnishings.

In the first three weeks of September department 
store sales, both nationally and in the district, con
tinued larger than a year ago. Automobile sales in 
the first 10 days of September in the nation were 
reported to have slowed further as the model year 
drew to a close.

With sales of nondurable goods stores rising, inven
tories have been built up. At the end of July stocks 
at nondurable goods stores were 7 per cent larger 
than a year earlier. At the end of August, depart
ment store stocks were 8 per cent ahead of August
1955. Inventories of durable goods stocks were 
about 2 per cent less than a year earlier, reflecting 
largely a drop in stocks at automotive, lumber, build
ing materials and hardware stores.

and sales finance companies. The continuation of 
net repayments from metal and metal products firms 
was partly due to a contraction in inventories. Sales 
finance companies reduced bank loans in district 
banks largely by borrowing in other markets. Also 
outstanding indebtedness of commodity dealers 
(normally heavy borrowers at this time) increased 
only slightly reflecting both net sales by banks of 
commodity dealer paper and some net repayments of 
loans made to these customers during the summer to 
purchase cotton from the Commodity Credit Corpo
ration for export under the new disposal program. 
Consumer loans (as indicated by changes in the 
"other” loan category) and real estate loans declined 
moderately.

In addition to the decrease in the volume of loans 
outstanding, the district weekly reporting banks liqui
dated on balance $28 million of investment holdings 
and received a sizable net inflow of funds. The 
growth in deposits came from other banks, businesses 
and individuals. As a result, the banks were able to 
improve their cash assets and reduce the level of 
their borrowings.

Prices in the primary markets continued to rise in 
September. The index of spot prices of 22 sensitive 
commodities rose about 1 per cent from the end of 
August through September. The more compre
hensive index of average wholesale prices also in
creased from mid-August to September 25. Prices 
of farm products and processed foods rose about 1 
per cent while the average of industrial materials 
gained only slightly in the period. Wholesale prices 
of meats jumped 9 per cent in the period.

In August the consumer price index declined 
slightly from July largely reflecting a drop in food 
and apparel prices. The decrease in food prices was 
primarily seasonal in nature. Other components of 
the cost of living, however, continued to rise slowly. 
The total index was 2 per cent greater than a year ago.

Total loans at district banks showed a moderate 
decline during the four weeks ended September 19 
compared with the usual rise of about 3 per cent at 
this time. Business loans in the aggregate contracted 
during the period under review reflecting sizable net 
reductions in outstanding loans to metal producers

Good crop harvesting conditions prevailed over 
most of the Eighth Federal Reserve District during 
the month of September. Generally there was little 
rainfall, however, and soil preparation and seeding of 
small grains were retarded. Pasture conditions also 
deteriorated over most of the district during the 
month, necessitating the early feeding of hay and 
silage.

Crop production estimates as of September 1 for 
three major district crops compared with 1955 pro
duction indicate greater outturn of corn and soybeans, 
but less cotton output.

CORN 
Millions 

of Bushels 
1956 1955

Arkansas.............  18.3 19.6
Illinois...............  586.7 524.0
Indiana...............  277.4 276.1
Kentucky........... 79.8 79.3
Mississippi......... 37.1 48.4
Missouri.............  195.1 165,2
Tennessee........... 56.6 61.3
United States. . . 3,335.7 3,241.5

Prices of most major district commodities declined 
during the four-week period ending September 21; 
however, on balance prices received by Eighth Dis
trict farmers remained above that of last year.

SOYBEANS COTTON
Millions Thousands

of Bushels of Bales
1956 1955 1956 1955

24.0 21.9 1,475 1,663
128.5 98.3 — —
54.3 43.8 —i —

2.6 2.4 —. —
10.5 12.0 1,620 2,023
47.2 34.0 410 410

4.9 4.5 575 623
461.9 371.1 13,115 14,721
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OF CURRENT CONDITIONS

T h e  PACE OF BUSINESS in October in the
Eighth Federal Reserve District declined slightly 
from the fast tempo reached in September. Indus
trial activity increased. Some other economic indi
cators, however, showed less favorable trends. Con
struction contracts awarded continued to decline on a 
seasonally adjusted basis. Department store sales 
in September and the first three weeks of October 
increased less than usual for that time of year. Dis
trict unemployment trends were also generally un
favorable. Reflecting the less than seasonal buildup 
in activity, loans at district weekly reporting banks 
rose more slowly than in the same period of recent 
years. The average level of wholesale prices de
clined slightly from mid-September to October 23, 
reflecting primarily lower prices of farm products. 
District farm income in the first eight months of the 
year was greater than in the same period last year. 
Condition of pastures and prospects for small grains 
improved during the last week of October.

Industry
Movements in district industrial production indi

cators in recent weeks were mixed. Buildup of 1957 
automobile output was slowed by production dif
ficulties, and livestock slaughter declined from a 
high September rate. There were layoffs at farm 
machinery and ordnance plants. On the other hand, 
the steel mills in the St. Louis area began crowding 
capacity after slipping slowly since March, the shoe 
industry showed unexpected strength, and coal min
ing, tobacco and food processing began seasonal 
upturns.

St. Louis area steel mills, which operated at an 
average of 88 per cent of capacity in September, hit 
the 100 per cent level in early October but declined 
in the latter part of the month. Coal output probably 
strengthened slightly in October. Crude oil output 
maintained its lead over a year ago.

Output of 1957 model automobiles gained slowly 
during October as producers battled unexpected pro
duction delays. However, October production of 
new cars in the nation was about a fifth below pre
dicted output of 511,000. While auto producers bent

their efforts toward buildup, farm equipment plants 
were furloughing workers to reduce inventories. On 
the other hand partial recovery marked the me
chanical refrigerator industry as workers were recalled 
and a plant changeover progressed at Evansville.

Early October operating rates at southern pine 
lumber mills maintained September rates and were 
above year ago rates. Hardwood operating rates 
slipped progressively to 94 per cent of capacity in 
mid-October, ordinarily a period of strong seasonal 
upturn.

Livestock slaughter in the St. Louis area in Octo
ber dropped from September s high rate. For the 
week ending October 13 slaughter fell below the 
comparable year-ago period for the first time in more 
than a year, largely as a result of a decrease in hog 
marketings.

The strength of shoe production in August reassured 
observers who had feared weakness from carryover 
of spring inventories on retailers’ shelves. The daily 
rate of shoe production in the nation, and probably 
in the district, rose from August to September.

Construction
Construction contracts awarded in the Eighth Fed

eral Reserve District in September were substantially 
less than a year earlier. On a seasonally adjusted 
basis, the value of construction contracts awarded 
continued to decline, as all major types of construc
tion awards decreased. Contracts were awarded at a 
slightly slower pace in the first 22 days of October in 
the St. Louis territory of F. W. Dodge Corporation, 
which includes most but not all of the Eighth Dis
trict, than in September 1956 and at about the same 
rate as in October 1955.

In the first nine months of the year taken together, 
however, contracts were 4 per cent larger than in the 
corresponding period of 1955. The increase reflected 
the rise in nonresidential building, public works and 
utilities. Residential contracts were 5 per cent less in 
value and 15 per cent less in number of units.
Trade

Despite the record amount of personal income, 
consumer spending in the United States declined
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from August to September, after allowance for sea
sonal factors, and apparently continued downward in 
the first part of October. Total sales of retail stores, 
seasonally adjusted, declined in September from the 
record level in August to about the same amount as a 
year earlier. Lower sales of durable goods stores 
were primarily responsible for the decline from 
August. Sales of nondurable goods stores as a group 
were virtually unchanged.

Reports from district department and furniture 
stores showed much the same pattern from August to 
September. The seasonally adjusted index of de
partment store sales for September declined slightly 
from August and furniture stores sold substantially 
less than a month and year earlier. Sales of home 
furnishings at district department stores in Septem
ber, on a daily average basis, were about unchanged 
from a year earlier in contrast to a gain of about 5 
per cent for all other departments.

In the first three weeks of October department store 
sales in the nation and district were down a little 
from September on a seasonally adjusted basis. New 
car sales also continued to decline in the first 10 
days of October, reflecting the diminishing inventory 
of 1956 models in dealers’ hands.

kvi v

Reflecting the high level of business activity, nation
wide employment in October remained close to the 
September level after seasonal adjustment, and was 
1.0 million higher than a year earlier. Unemployment 
declined to 1.9 million, and was slightly less than a 
year earlier. In manufacturing, the average work 
week rose slightly and earnings reached a new high 
in September.

In the district’s larger metropolitan areas, employ
ment trends were mixed. The number of nonfarm 
jobs in the St. Louis metropolitan area at mid-Septem- 
ber was slightly less than at mid-July and a year 
earlier. The reduction centered primarily in manu
facturing, trade and construction, offset in part by 
increases in service and government. In Evansville 
employment also continued to decline from August 
to September, and remained less than a year earlier. 
In October, however, employment was expected to 
expand as manufacturing establishments recalled 
workers. In Louisville, Memphis, and Little Rock 
employment increased slightly from August to Sep
tember and was larger than a year earlier.

Insured unemployment in Louisville and Memphis 
in the four weeks ended October 27 rose more than 
in the same period last year. In Evansville the num
ber of insured unemployed decreased less than last

year. On the other hand, unemployment in St. Louis 
declined more than in the same weeks last year. In 
all four cities, the number of insured unemployed was 
larger than a year earlier.

inmkhi n
Loans at district weekly reporting banks rose $22 

million during the four weeks ended October 17, 
somewhat less than usual for this period. The growth 
in loans was occasioned by a less than seasonal in
crease in outstanding advances to businesses offset in 
part by a contraction in real estate and “other,” mainly 
consumer, loans. In the business sector, the expan
sion centered in increased credit extended to proces
sors and distributors of agricultural products. These 
banks were able to build up their cash assets for the 
second straight month as a result of a continued net 
inflow of deposits.

1 cult u re

Moisture conditions on most district farms improved 
substantially during the last week in October as a 
result of fairly general rainfall. Sufficient moisture 
was received in most areas to germinate fall planted 
crops and improve winter pasture prospects. Soil 
moisture reserves however remain low for district 
farm needs.

Fall harvesting over most of the district is approxi
mately two weeks ahead of schedule, reflecting early 
maturity of crops. Drouth conditions made for a 
favorable harvesting situation.

District farm cash receipts for the first eight months 
of 1956 were 11 per cent above those of the same 
period last year.

Farmers’ cash receipts from marketing in the nation 
totaled $17.1 billion for the first eight months of the 
year, 2 per cent more than in the same period last 
year. Receipts from both crops and livestock products 
were up slightly. The gain in income this year over 
last came from a greater volume of marketings which 
offset lower prices. In the first nine months of 1956, 
prices received by farmers averaged 2 per cent less 
than a year earlier.

Nationally, the index of prices received declined 
approximately 1 per cent in the month ending Octo
ber 15 but remained about 2 per cent higher than a 
year earlier. The parity ratio remained at 82, the 
same level of the previous month.

Most district farm commodity prices declined slight
ly in the four-week period ending October 26. Eggs 
and hogs showed greatest weakness, with prices mov
ing downward 6 and 8 per cent, respectively. Most 
prices remained, however, above 1955 levels for the 
same date.
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QF C(JRRENT CONDITIONS

B u s in e s s  ACTIVITY in the Eighth Federal Re-
serve District in November held close to the Octo
ber rate. Industrial activity showed largely sea
sonal changes. But construction contracts awarded 
continued to decline, and bank loans rose less than 
usual. Department store sales, on the other hand, 
improved somewhat more than seasonally from the 
reduced October level.

Comparison of several indicators with their year- 
earlier levels also suggests that the district economy 
has recently shown little increase in activity. Em
ployment during October in three of the five largest 
metropolitan areas of the district was less than a 
year earlier. Construction contracts awarded and 
power consumed by industries were also below last 
year's level. Notwithstanding the more than sea
sonal increase in department stores sales in the first 
four weeks of November, they were only about on 
a par with a year earlier.

Industry
Industrial activity in the Eighth District showed 

largely seasonal changes from October to Novem
ber. St. Louis area steel mills, which have lagged 
behind the strong national steel production rates in 
the poststrike period, made up the difference in 
early November, operating at weekly levels up to 
105 per cent of rated capacity. District coal pro
duction continued its winter pickup; operations in 
October were at the highest rate for that month 
since 1951. Crude oil output was close to 390,000 
barrels per day in November, 4 per cent over a year 
ago and not far from the postwar record rate of 392,- 
900 barrels per day set in September this year.

Sharp seasonal gains occurred in automobile as
sembly plants during November in both district and 
nation. Despite extra hours on Saturdays, how
ever, national automobile output in November was 
scaled down to an estimated 570,000 cars from an 
earlier schedule of 650,000. This volume represents 
considerable gain from October's 389,000 but falls 
far short of the 748,500 cars assembled in November a 
year ago. Farm implement makers in the district 
began limited rehiring in November after inventory 
reducing shutdowns since late September.

Operating rates at reporting southern pine lum
ber mills continued to exceed year-ago levels in No
vember, though the usual winter slackening oc
curred. Hardwood mills in the south showed greater 
seasonal drops; after operating at 98 per cent of capac
ity in September their rates dropped to 96 per cent in 
October and to about 90 per cent in November.

Livestock slaughter at district meat packing plants 
continued strong. Slaughter at eight district meat 
packing centers in October totaled 885,000 head this 
year compared to 765,000 a year ago, largely reflect
ing an increase in hogs processed.

Shoe production at district plants in October was 
at about year ago levels on a daily average basis; 
November production, estimated for the nation at 46 
million pairs, maintained the October rate but was 
ahead of the strike-reduced rate of November 1955.

Construction
The gradual tapering in construction activity con

tinued in October. Construction contracts awarded 
in the nation during the month declined more than 
usual, and on a seasonally adjusted basis were substan
tially lower than at the beginning of the year. Reflect
ing the decline in awards in recent months, new con
struction outlays rose less than seasonally from June 
through October. Most of the decline has been in 
private construction, as outlays by Federal, state and 
local governments continued close to peak levels. 
Private housing starts have continued their general 
downward trend during recent months, and on a sea
sonally adjusted basis in October were at an annual 
rate of close to 1 million units. In the first 10 months 
of this year the seasonally adjusted annual rate of 
private nonfarm housing starts averaged approxi
mately 1.1 million units, about one-sixth less than the 
actual number started in 1955.

In the district, the value of contracts awarded 
for new construction in October was somewhat less 
than a year earlier, and on a seasonally adjusted 
basis substantially less than at this year s peak reached 
in February. This trend evidently continued in 
the first half of November when the value of awards 
in the St. Louis territory of F. W. Dodge Corpora
tion, which contains most but not all of the Eighth 
District, declined from the October rate and was
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substantially less than a year earlier. Residential 
building awards in the district dropped about one- 
half from the first quarter to the three months end
ing in October. Contracts awarded for other than 
residential construction fell 23 per cent in the same 
period.

Trade
District department store sales in the first two 

weeks of November lagged somewhat, but in the 
following two weeks jumped ahead of the year 
earlier level. Retailers were hopeful that the im
provement at mid-month signalled the end of the 
October lull in consumer buying at department 
stores. In that month sales failed to rise the usual 
amount and, on a daily average basis, were 3 per 
cent less than in October 1955. Furniture store 
sales were equal to sales in October 1955 on a daily 
average basis.

Inventories at reporting furniture and department 
stores in the district were 4 per cent larger than a year 
earlier at the start of November.

Employment
Employment trends in the nation during October 

were generally favorable. Nonagricultural employ
ment rose more than seasonally from September to 
October and reached an all time record of 52.4 mil
lion, 1.2 million above a year earlier. Employment 
in manufacturing rose more than usual as automo
bile plants and their suppliers stepped up hiring, 
radio and television plants increased activity and 
employment in nondurable goods industries dropped 
less than usual. Rising manufacturing activity in 
recent months has been accompanied by some in
crease in the average work week. In October the 
average work week of manufacturing production 
workers was 40.6 hours compared with a low of 40.1 
reached in May and July. Wages continued to rise. 
In October average hourly earnings of factory work
ers reached $2.02, an increase of 11 cents in the past 
year. Insured unemployment in the week ended 
November 3, although higher than a year earlier, was 
about the same as four weeks earlier.

In contrast to the strong demands for labor in 
the nation, employment in some of the district’s lar
ger metropolitan areas was not as high as a year ago. 
In St. Louis, Louisville and Evansville the number 
of wage and salaried workers in nonagricultural es
tablishments was less than a year earlier. Employ
ment in St. Louis was steady from September to 
October as gains in manufacturing employment were 
about offset by declines in nonmanufacturing activ
ities, but remained about 1 per cent less than a year 
earlier. Employment in Evansville rose in October 
about the usual amount following seasonal cutbacks

in manufacturing operations in September, but re
mained 8 per cent less than a year earlier. In Louis
ville employment declined slightly from September 
to October reflecting net cutbacks in both manufac
turing and nonmanufacturing activities, and was 
a little less than a year earlier. In Memphis and 
Little Rock, however, nonfarm employment was 
greater than a year earlier.

Banking
Total loans at weekly reporting banks in the dis

trict rose $16 million or 1 per cent during the five 
weeks ended November 21, reflecting an increase in 
business loans, offset in part by net reductions in the 
other loan categories. The business loan expansion 
was somewhat less than seasonal. Some firms ap
parently did not experience a normal contraction in 
activities and indebtedness in the summer, and, with 
large amounts of funds on hand, were able to main
tain a high level of activity during the fall with some
what smaller bank borrowing. Certain other bor
rowers reportedly were not able to obtain all the 
funds requested since the demand for bank loans 
exceeded the supply of funds flowing into the banks. 
At banks reporting information by industry, food 
processors made heavier than normal net borrow
ings for this time and sales finance companies and 
public utilities increased their indebtedness. On the 
other hand, the expansion of borrowings by com
modity dealers was less than average for this period 
and contractors made net repayments,

Loans to brokers and dealers for purchasing or 
carrying securities were reduced $4 million and real 
estate loans fell $3 million. “Other,” largely con
sumer, loans were down moderately in the period.

Agriculture
Moisture conditions on most district farms im

proved during November. Late October and No
vember rainfall combined with relatively mild tem
peratures contributed to better grazing prospects. 
Small grains also showed general improvement, al
though some stands were hindered by lack of rain 
at planting time.

District farm income continued to improve. The 
1956 January through September total was thirteen 
per cent above that for the same period of last year 
and 1 per cent above that for 1954. Income from 
both crops and livestock was running ahead of last 
years levels. However, only income from crops ex
ceeded that of 1954.

Most district farm commodity prices increased for 
the four-week period ending November 23. Hogs, 
eggs, and all major crop prices were above those of 
October 26. A decline in the prices of cattle, milk, 
and broilers partially offset this increase.
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oF CURRENT CONDITIONS

Released for

A. LEVELING OFF OF BUSINESS ACTIVITY 
was apparent in the opening weeks of the new year. 
Factory output in January averaged about the same 
rate as in December, after allowance for seasonal 
factors. Department store sales dropped more than 
usual and were about equal to the year earlier level. 
The number of new cars retailed in the first twenty 
days of January continued below the corresponding 
period of 1956. The number of insured unemployed 
increased more than usual from mid-December to 
mid-January, suggesting a larger than usual drop in 
employment in January. Surveys of planned outlays 
for plant and equipment had indicated a slight fur
ther increase in the current quarter, but in January 
postponements of some major plant expansions were 
announced. The value of c o n s t r u c t i o n  contract 
awards in December was down moderately, reflecting 
a sharp drop in residential building, continuing the 
downward trend which began in early 1956.

Price trends were mixed during January. Prices of 
some industrial materials in the sensitive spot markets 
weakened. Scrap prices of steel, aluminum and cop
per and prices of crude natural rubber and refined 
copper at custom smelters declined. But despite scat
tered price cuts, the average wholesale price index 
continued to advance. Farm products, processed 
foods and other commodities all moved higher. The 
latter index was largely influenced by higher prices 
for finished steel items, petroleum and petroleum 
products.

Industry
Industrial activity in the Eighth District showed 

mainly seasonal changes in December and early 
January, with output slacking off during the holiday 
season and recovering during the first few weeks of
1957.

Steel mills in the St. Louis area operated at be
tween 92 and 98 per cent of capacity in January, 
close to the national average. Rated capacity in the 
area for 1957 is some 6 per cent higher than in 1956. 
December operations averaged 89 per cent and Janu
ary a year ago 99 per cent of 1956 capacity.

publication February 1

Most automobile plants in the district stabilized 
on regular 5-day week schedules as new-model pro
duction problems were largely overcome and output 
demands became less urgent. Production rates in 
January were comparable to a year ago. After solv
ing inventory problems, farm equipment makers in
creased production rates, and at Louisville and Mem
phis workers laid off in late 1956 were being rehired. 
Output of household appliances slowed in keeping 
with lower than expected retail sales in December.

Crude oil output in the district continued the high 
November rate during December; at 395,000 barrels 
peir day, output was well above December rates in 
recent years. Coal production in December dropped 
off from November and from year-ago rates in the 
Eighth District and in the nation.

Southern pine lumber production in December was 
at the lowest rate in three years, though weekly rates 
recovered in mid-January to equal those of Janu
ary 1956. Hardwood mill rates in December were 
likewise the lowest in several years and continued 
below year-ago rates in January.

BASIC COMMODITY PRICES

1947-49* 100
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Shoe production in the nation was estimated at 50 
million pairs in January, above the December output 
rate but below January 1956. District shoe produc
tion normally parallels national trends.

Livestock slaughter in the St. Louis area slacked 
off somewhat from the high rates of last fall, dropping 
below year-ago rates in December and January. The 
decline stemmed very largely from decreased hog 
marketings.
Construction

Construction contracts awarded in 37 eastern states 
in December continued to decline on a seasonally 
adjusted basis and were substantially less than a 
year earlier. Nonresidential building awards were 
off slightly from December 1955, and residential 
building continued to weaken further. The value of 
residential awards in December fell 37 per cent from 
a year earlier. The number of private nonfarm 
housing starts, on a seasonally adjusted annual rate 
basis, declined from 1.2 million in January of 1956 
to 1.0 million in December. Among other factors, 
the decline has been widely attributed to less favor
able terms offered borrowers and the limited availa
bility of mortgage investment funds. Government 
action has been taken recently to increase the flow 
of credit for residential purposes, but to date there 
has been little improvement in the market for Fed
erally underwritten mortgages.

In the district, construction contracts awarded 
showed less favorable trends than the nation. Con
struction contract awards in December were 21 per 
cent less than a year earlier. The drop was con
centrated wholly in residential awards which were 
off 50 per cent.
Labor M arket$

After several months of virtual stability in the last 
part of 1956, the nations labor market apparently 
weakened in January. The uptrend in employment 
which began in mid-1954 leveled off in the last half 
of 1956, after allowance for seasonal movements. 
Insured unemployment in the nation rose faster from 
mid-December to mid-January than in the same 
period a year earlier, suggesting that employment 
may have dropped more than the usual amount in 
January. The number of insured unemployed con
tinued larger than a year earlier.

Nonagricultural employment in December 1956 
was less than a year earlier in the St. Louis, Louisville 
and Evansville metropolitan areas. In Memphis and 
Springfield employment was slightly larger, and in 
Little Rock it was virtually the same as a year earlier.

Average hourly earnings of production workers in 
manufacturing establishments in the nation continued

to rise throughout 1956, reaching $2.05 in December, 
a rise of 6 per cent in a year. Reflecting the record 
levels of employment and rising wage rates in the 
nation, incomes also advanced.

Trade
With record levels of income, consumer spending 

at retail stores in November and December reached 
the high point of the year, up 4 per cent from the 
same months of 1955, However, in the first four 
weeks of January, department store sales in the nation 
and district declined more than seasonally from De
cember, and were only about equal to sales in the 
corresponding period of 1956.

In December and the first twenty days of January, 
the number of new cars retailed was less than a year 
earlier. Expectations for a continuation in the up
trend in business activity in 1957 had been based in 
part upon forecasts of improvement in new automo
bile sales. The difficulty of clearly evaluating the 
trend in sales led auto producers to cut back sched
uled deliveries of steel and other supplies.

Several reasons for the less than expected sales per
formance have been mentioned. Perhaps most im
portantly, the supply of 1957 models has been re
stricted by production difficulties. But consumers 
were not attracted by the nominal changes in some 
new models, and they all bore higher price tags. 
Other factors that may have limited sales were tie 
conservative selling p r a c t i c e s  of dealers and the 
small equity of some 1955-model owners, many of 
whom would normally be expected to trade-in for 
the new models.

Banking
During the five weeks ended January 23 total loans 

at district weekly reporting banks declined $43 mil
lion or 2/2 per cent, somewhat more than usual for 
this period. All major loan categories except ad
vances on real estate showed reductions. The de
crease in business loans amounted to $37 million. 
Manufacturers of textiles, apparel and leather and 
public utilities added more to their outstanding in
debtedness than the average increase during the cor
responding weeks of recent years. Net repayments 
from processors and distributors of agricultural prod
ucts were about normal for this time. On the other 
hand, trade concerns (primarily wholesale) and con
tractors made substantial net repayments in the 
period.

"Other” loans, largely consumer, declined in the 
five weeks ended January 23, with the contraction 
centering at banks in St. Louis and Louisville. The 
advance in real estate loans, about 1 per cent, was in 
contrast to little change usual at this time.
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OF CURRENT CONDITIONS

Released for publication March 1

F E B R U A R Y ’S BUSINESS REPORTS brought fur
ther evidence of the leveling off of economic activity 
in the Eighth Federal Reserve District. Industrial 
activity showed no major change of pace in late 
January and February. Following the seasonal pat
tern, total nonagricultural employment in the district’s 
major areas declined in January but, in contrast to 
national experience, was generally less than a year 
earlier. Department store sales in the district con
tinued at about the same rate as in February 1956, 
but new car sales were reportedly slower. Manufac
turing and mining concerns increased their bank in
debtedness less than the usual amount for the four 
weeks ended February 20, though the growth in bor
rowings by retailers and wholesalers was apparently 
somewhat larger.

Prices of basic commodities in the sensitive spot 
markets continued to decline in February. Average 
wholesale prices, however, remained fairly steady and 
consumer prices continued to rise. Influenced by re
duced prices and improved availability of raw ma
terials, manufacturers’ inventories of purchased ma
terials have apparently been reduced during the 
month. Over the same period, there are indications 
that retailers’ and wholesalers’ stocks may have in
creased moderately.

Industry
Industrial activity in the Eighth District showed no 

major changes of pace in late January and February. 
Aside from normal seasonal slowness, production rates 
were well maintained in most industries.

Steel mills in the St. Louis area operated at about 
96 per cent of capacity in February, a slight gain from 
January’s 94 per cent. Because of capacity increases, 
tonnage output in January and February this year 
was close to year ago levels despite slightly lower 
operating rates.

Automobile output in the district in February prob
ably dropped slightly from January, although exceed

ing output in February a year ago. While one maker 
cut output rates late in the month, some double-shift 
and Saturday operations were scheduled by others. 
Farm equipment makers were back to nearly normal 
production levels following recalls during January of 
workers laid off last fall.

Crude petroleum output in the district continued to 
gain as a result of heavy world demands. January 
production averaged 396,000 barrels per day com
pared with 395,000 during November and December 
and 381,000 in January 1956. On the other hand, 
coal mining in both district and nation slackened 
slightly and was behind year ago rates in January and 
February.

In the lumber industry, southern pine mills con
tinued their operations at last year’s levels, but hard
wood'mills used only 83 per cent of capacity in Janu
ary and February compared to 92 per cent last year.

Meat packing in the St. Louis area picked up in 
February after a slight drop in December and Janu
ary from last fall’s high rates. Figures through Janu
ary show a similar pattern for major packing centers 
in the district.

Construction
Construction activity was at a high level, but in

dicators of future activity declined. Outlays for new 
construction in the nation in January were at a sea
sonally adjusted annual rate of $44.8 billion, com
pared with actual expenditures of $44.3 billion in
1956. But contract awards for heavy construction in 
the first eight weeks of the year were 18 per cent less 
than a year earlier, chiefly because of a sharp drop in 
contracts for private work. Contracts for public con
struction were up 10 per cent.

Labor Markets
Following the seasonal pattern, total nonagricul

tural employment in the district’s six large labor mar
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ket areas declined from December to January. Sub
stantial losses in construction, trade and government 
services were responsible for the seasonal drop. With
in the manufacturing sector of employment, there 
were a few significant changes. Evansville’s manu
facturing employment rose by 800 because of in
creases at motor vehicle and refrigerator plants. In 
Memphis employment in nonelectrical machinery in
creased by 450 during January following recalls in 
the farm equipment industry. In the St. Louis area, 
although employment increased in the aircraft indus
try and to a lesser degree in the nonelectrical machin
ery industry, losses were experienced in chemicals, 
fabricated metals and primary metals industries.

In contrast to national experience, employment in 
the district’s major areas was generally below peak 
levels. Employment was lower this January than a 
year ago in the St. Louis, Louisville, Memphis, and 
Little Rock areas. In Evansville employment was 
below January levels of 1953 and 1954, although there 
were 900 more people employed than in January 1956. 
In Springfield, on the other hand, employment was 
slightly higher than in any previous January.

Insured unemployment continued to climb in 
Louisville. During the week ended February 23, the 
volume of claims for unemployment insurance was 
about 40 per cent over a year ago and more than 10 
per cent over the last week of January. In St. Louis 
and Memphis, claims were slightly higher than a year 
ago, but in Evansville they were less.

Trade
Reports from department stores indicated that con

sumers were buying in February at about the same 
rate as a year ago. As in January, sales of district 
stores remained close to the year earlier level in the 
four weeks ending February 23. In January and in 
the first part of February, the number of new cars 
retailed remained less than a year earlier. However, 
with higher prices than a year earlier, the dollar vol
ume of sales was greater. Sales of some household 
durable goods slowed in January and the first two 
weeks of February, according to reports from a small 
sample of department stores. Sales of major ap
pliances were less than in the same period a year

ago, and furniture and floor covering sales also de
clined slightly. Radio and television sales, however, 
were greater.

Prices

Price trends continued to be mixed during Febru
ary. In the sensitive spot markets, prices of most 
basic commodities declined further, reflecting weak
ness in all commodity groups. The more compre
hensive index of wholesale prices, ̂ however, remained 
virtually unchanged from mid-January to February 
19 as lower prices of farm products and processed 
foods were approximately offset by Ijigher prices of 
other commodities. In addition, price supports were 
cut on a number of agricultural commodities, some 
important in the Eighth District. However, current 
prices were generally above levels of a year ago. 
Farm product prices were up 3 per cent, processed 
foods were 5 per cent higher, and all other commodi
ties averaged 4 per cent above. Reflecting higher 
wholesale prices and other costs, prices at the retail 
level continued to rise. The consumer price index 
rose to another new record in January and was ex
pected to continue upward in February.

Banking

During the four weeks ended February 20, total 
loans at weekly reporting banks in the district de
clined $26 million or 1.5 per cent, somewhat more 
than usual for this period. All major loan categories 
except advances to brokers and dealers for purchas
ing or carrying securities showed reductions, with 
the bulk of the decrease centering in business loans. 
Public utilities made substantial net repayments, and 
manufacturing and mining concerns increased their 
indebtedness less than usual for this time of year. The 
only major industry in the manufacturing and mining 
category that showed strength was the petroleum 
group. On the other hand, trade concerns, both re
tail and wholesale, borrowed on balance in contrast 
to average net repayments during the corresponding 
weeks of recent years. The current decline in real 
estate loans was somewhat sharper than during the 
comparable weeks last year. However, the decline in 
“other” loans, largely to consumers, of 2 per cent was 
roughly normal for this time of year.
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OF CURRENT conditions
Released for publication on April 1

B u s in e s s  ACTIVITY in the Eighth Federal Re- 
serve District remained at a high level during most 
of March. The over-all stability of business activity 
was reflected in the usual decline in insured unem
ployment. But as the month closed there were evi
dences of slowdown in some lines of activity. Auto
mobile production was reduced after mid-February 
and further cutbacks were scheduled for April. This 
cutback was reminiscent of those last year, caused by 
large inventories and lagging retail sales. The cur
tailment of activity in the automobile industry was 
reflected in a drop in steel production in the nation. 
District mills, less dependent upon automobile busi
ness, however, continued activity at a high rate. Fur
ther similarities in the business picture this year and 
a year ago could be found in residential construction, 
business investment and government spending. The 
number of new housing starts continued to decline in 
February. Business investment in new plant and 
equipment was apparently continuing to expand al
though at a somewhat slower pace than in 1956. Fed
eral spending for national defense purposes increased 
sharply in February and in March was substantially 
larger than a year earlier.

Industrial activity in the district maintained about 
the usual pattern during February and early March 
though with a few more minus than plus compari
sons to a month and a year ago. Steel mills in the St. 
Louis area operated at about 97 per cent of capacity 
in February and March, up slightly from January but 
behind the over-capacity operations of a year earlier. 
However, the stable operating rates of St. Louis area 
mills contrasted with national rates, which have de
clined in recent weeks. Coal mining continued to lag 
behind a year ago in both nation and district. Crude 
oil production continued as in recent months to 
maintain a margin above last year although cut back 
slightly during February in the district.

Automobile production showed divergent trends in 
the district. In February one producer reduced out
put while others ran extra schedules; In March nor
mal work-weeks were scheduled, but late in the 
month excessive stocks again brought production cut
backs. In Louisville truck engine and tractor out
put picked up during the month, and hiring was 
scheduled to start in April’ for a new make of auto
mobile. Though output of household durables was

not back to normal, there was some gain in refrigera
tor production.

Lumber production continued weak. Both pine and 
hardwood operations failed to make their usual sea
sonal upturn in February and operations remained 
below year-ago levels during March. Outlook for the 
industry is dimmed by the general decline in resi
dential construction.

Livestock slaughter at major district meat packing 
centers during January and February was about 5 
per cent below those months of last year, except in 
the Memphis area. The drop was chiefly in hog 
slaughter. This trend continued in March in the 
St. Louis area.

Cutbacks in shoe production in Missouri during 
February resulted in widespread temporary layoffs, 
but operations were restored early in March.

Nonresidential construction contracts awarded in a 
large part of the Eighth Federal Reserve District in 
January and February were somewhat less than a 
year earlier. Residential building awards, however, 
were greater, reflecting the inclusion of an 800-unit 
public housing project in Little Rock, Arkansas, cost
ing $9 million, and 2,042 government owned dwell
ing units costing $27 million at Fort Knox, Kentucky. 
In most of the metropolitan areas, residental awards 
were less than in the comparable period last year. The 
weakness in residential construction apparent in most 
of the district was roughly comparable to that which 
has been experienced for some time in the nation. In 
February the number of privately owned permanent 
nonfarm dwelling units started fell to a seasonally 
adjusted annual rate of 910,000 com pared with
1,127,000 a year earlier. District construction awards 
were also boosted by the inclusion of awards for large 
electric power projects, including $20 million for a 
generating station to serve the aluminum reduction 
plant being built near Evansville, Indiana.

Employment in the district’s six major labor market 
areas was unchanged from January to February, as 
gains in manufacturing were canceled by losses in 
nonmanufacturing industries. M anufacturing em
ployment was slightly above February a year ago, 
but nonmanufacturing employment was about the 
same. Contributing to the gains in manufacturing 
from January to February were hiring of workers in 
the refrigerator industry at Evansville and aircraft
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industry in St Louis, and the recalling of workers 
who had been previously laid off in the farm equip
ment industry at Memphis and the apparel industry 
at Little Rock. In February nonfarm employment in 
the six largest metropolitan areas of the district aver
aged about the same as a year earlier, while in the 
nation there were about 2 per cent more employed.

In the six-week period from early February to late 
March claims for unemployment insurance in Evans
ville and Louisville decreased about as much as in 
the same period last year. In St. Louis there was a 
larger drop in insured unemployment this year while 
in Memphis almost no change occurred compared 
with an increase last year. The number of unem
ployed in Louisville was still substantially higher 
than last year but should be reduced in the near 
future by hirings scheduled in the appliance and 
motor vehicle industries. Unemployment in the St. 
Louis area was slightly greater than in March 1956, 
and the erosion of job opportunities was especially 
large. During March and April it is expected that 
about 3,000 workers will have been laid off as a re
sult of transfer of the offices of two firms to other 
areas, closing of a brewery and elimination of a sec
ond shift at a motor vehicle assembly plant.

In the four weeks ending March 23 district depart
ment store sales declined from the corresponding 
calendar weeks last year. However, the decline in 
sales should not be interpreted as reflecting a change 
in consumers’ buying attitudes. Instead, the decline 
was in large part because of the later date of Easter 
this year than last and the different timing of seasonal 
promotions. The basic trend of .district sales was per
haps better revealed by the January and February re
ports which showed sales at the same level as a year 
earlier. Durable goods sales, however, continued 
weak. Sales of home furnishings lagged at depart
ment stores and new automobile sales also were slow. 
In Louisville, Kentucky, the number of new cars 
sold in the first two months of the year was about 
25 per cent less than in the comparable period of 
1956 and in January new passenger car registrations 
in Arkansas and Missouri were respectively 4 and 18 
per cent less than in January 1956. No improvement 
was indicated in the first part of March when auto
mobile sales in the nation failed to increase as hoped 
and continued to fall short of year earlier levels.

Judging from department store sales reports, con
sumer buying in the Eighth Federal Reserve District 
was not as strong as elsewhere in the nation. The dif
ference reflected in part the relative lag of income 
and employment in the district.

Retail sales in the nation in the first two months 
of the year remained high and averaged 6 per cent 
more than in the corresponding period of 1956. The

favorable buying record of consumers reflected the 
improvement in their financial positions during 1956 
and their continued optimism about the future. About 
41 per cent of all spending units reported incomes of 
$5,000 or more in 1956 compared with 36 per cent in
1955. In addition, the number of spending units re
porting one or more types of liquid assets increased 
during the year. Optimism with respect to the future 
was more widespread in early 1957 than the year be
fore, as indicated by the slightly larger proportion ex
pecting further increases in their incomes during the 
year. However, plans of consumers to purchase ma
jor items during 1957 showed little change from early
1956, although the average dollar amount of planned 
expenditure was somewhat more than in 1956.

Prices held fairly steady in the first three weeks of 
March. The index of spot primary market commodity 
prices increased slightly in the period while the more 
comprehensive wholesale price index in the week 
ended March 19 was virtually the same as at mid- 
February. Consumer prices, however, continued to 
rise in February. Both wholesale and consumer price 
indexes averaged nearly 4 per cent higher than a year 
earlier.

The demand for bank credit showed some strength 
during the four weeks ended March 20, but the in
crease in loans was less than in the like period a year 
ago. Total volume of loans outstanding (except inter
bank) at district weekly reporting banks amounted to 
$1,641 million on March 20, or % of 1 per cent more 
than four weeks earlier. Net additions to indebted
ness by businesses and farmers were partially offset 
by reductions in the other major loan categories. A 
sizable proportion of the borrowing by businesses was 
for tax purposes. The bulk of die growth in out
standing debt by these companies was concentrated 
in the manufacturing and mining groups. Sales fi
nance companies also expanded their bank borrow
ings more than the average increase during compar
able weeks of recent years. On the other hand com
modity dealers made large seasonal net repayments, 
and public utilities and contractors reduced their out- 
standing bank loans somewhat

Planting intentions for spring crops and decreased 
seeding of crops last fall indicate the smallest acreage 
of crops since World War I. Excluding cotton, the 
acreage of sixteen major spring planted crops may be 
two million acres less than last year. The following 
table indicates the intended plantings in the nation for 
major district crops, except cotton.

(MILLION ACRES)
AVERAGE

1946-55
Com......................  83.9
Spring Wheat. . . . 19.7
Oats......................... 44.2
Rice.............  1.9
Tobacco..................  1.7
Soybeans. . .........  14.9

1956
78.6 
16.2
44.6 

1.6 
1.4

22.0

INDICATED
1957
74.4 
12,8
43.5  

1.4 
1.1

22.7
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OF CURRENT CONDITIONS

B u sin e ss  CONDITIONS in the Eighth Federal 
Reserve District in April remained about the same 
as in the first quarter of the year, after allowance 
for seasonal movements. While economic activity 
was generally high, it was apparently not as great 
as a year ago, judging from employment reports. 
As a result of the inflation in prices in the past 
year, however, dollar measures of economic activity 
showed more favorable records.

In the nation economic activity also continued at 
a fairly constant pace. Most of the available measures 
of physical volume of economic activity showed little 
change from fourth quarter 1956 to first quarter 1957 
on a seasonally adjusted basis. Total industrial pro
duction and employment in nonagricultural estab
lishments remained virtually unchanged. Wage rates, 
however, continued to rise and, with the advance in 
labor income, total personal income climbed further. 
The increase in prices, however, absorbed much of 
the gain in income. In the first quarter of 1957 per 
capita disposable income was about 3& per cent 
higher than a year earlier, but when adjusted for 
price change it was at about the same level. The 
gross national product in the first quarter of 1957 
rose about $3 billion from the fourth quarter of 
1956, on a seasonally adjusted annual rate basis. 
Here, too, the increase largely reflected the advance 
in prices and wages. In physical terms there was 
very little, if any, increase.

The leveling in business activity in recent months 
reflected primarily the shift from inventory accumu
lation to no net additions to inventories. As a result 
of this shift, gross private domestic investment de
clined $4 billion on a seasonally adjusted annual rate 
basis from the last quarter of 1956 to the first quarter 
of 1957. The drop offset, in part, the continued in
creases in personal consumption expenditures, gov
ernment purchases of goods and services, and net 
foreign investment. Consumer expenditures for goods 
and services advanced $4 billion. Government pur
chases of goods and services rose $2& billion as Fed
eral outlays for national security purposes and state 
and local expenditures continued to advance.
Industry

Industrial production in the Eighth District was 
relatively steady in April. Changes were small and,

except for declines in automobiles and lumber, were 
largely in keeping with the season. Steel mills in the 
St. Louis area operated at or above capacity in the 
first two weeks of the month, dropping to near 90 
per cent in the last two weeks. While operating 
rates averaged the same as in April a year ago, owing 
to capacity increases the mills turned out a fraction 
more steel this April. Operations at district mills 
have exceeded national rates from February on; in 
April St. Louis area mills averaged 97 per cent of 
capacity versus 91 per cent in the nation.

Automobile production continued its slow decline 
as manufacturers sought to avoid inventory problems. 
One plant discontinued its second shift April 1, and 
another made minor layoffs. The district was little 
affected by strikes and Good Friday shut-downs which 
reduced output elsewhere in the nation. Preparations 
for production of a new make of automobile went 
forward at Louisville.

Operations in the lumber industry in the South 
sank to the lowest ebb in several years, paralleling 
the decline in residential construction. While output 
in the southern pine industry rallied slightly from 
February to March, a sag in early April brought 
operations to the lowest level since 1954. In the 
hardwood milling industry the continued decline 
brought operations in the first half of April to 75 
per cent of capacity, lowest for the month since 1949.

Coal production in the district shared only slightly 
in the contra-seasonal rise in national output in 
March. In early April output continued to decline 
seasonally, lagging behind a year earlier. Crude 
petroleum output of some 395,000 barrels per day 
has been steady since November, after an almost 
continuous climb beginning in 1953.

Livestock slaughter in the St. Louis area dropped 
back to the February level in April, after a minor 
spurt in March. Slaughter was still slightly above a 
year earlier. Despite the temporary increase in 
March, meat packing in the district that month was 
below a year earlier, owing largely to variations in 
hog marketings.

The number of employees in manufacturing rose 
slightly from February to March in Evansville, Louis
ville, Memphis, St. Louis and Springfield, but did not 
change in Little Rock. Contributing to the slight
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rise in manufacturing employment were increases in 
the food and aircraft industries in St. Louis, food and 
motor vehicles in Louisville and refrigerators in 
Evansville.

The manufacturing employment situation in dis
trict major cities this March compared with a year 
earlier varied greatly from city to city. Percentage
wise, Evansville and Springfield showed large in
creases, St. Louis and Memphis had slight gains, 
while Louisville and Little Rock had declines.

Labor Markets
Total nonagricultural employment in the district’s 

six largest labor market areas increased less than 1 
per cent from February to March. The percentage 
gain was about the same as in the nation. However, 
employment in the district areas has generally de
clined in the past year compared with an advance 
nationally. As shown in the table, four district areas 
had lower employment levels and considerably higher 
unemployment levels this March as compared with 
a year ago. The increase in employment in Evans
ville reflects the improvement from depressed condi
tions a year ago.

Unemployment declined 10 to 15 per cent from 
February to March in Little Rock, Evansville and 
Louisville, but remained at the same level in Mem
phis. However, district area unemployment appar
ently did not shrink further in April as evidenced by 
the volume of insured unemployment. In the four 
weeks ended April 20 unemployment insurance claims 
rose slightly in the Louisville area and considerably 
in the St. Louis and Evansville areas.

DISTRICT EMPLOYMENT AND UNEMPLOYMENT
(Numbers in thousands)

Unemployment
Total

Nonagricultural Employment
Metropolitan

Area
March
1957

March
1956

Per Cent 
Change

March
1957

March
1956

Per Cent 
Change

Evansville. . . 72.5 68.4 -1-6.0 5.2 7.6 — 31.6
Little Rock. . 69.7 71.9 — 3.1 4.7 3.4 +  38.2
Louisville. . . 248.6 252.7 — 1.6 17.3 14.4 +  20.1
Memphis. . . . 186.1 187.3 — 0.6 12.9 11.1 +  16.2
St. Louis. . . . 722.7 723.6 — O.l 38.3 34.6 +  10.7
Springfield. . 36.0 34.6 -f  4.0 3.1 3.2 —  3.1

Total. . . . 1335.6 1338.5 — 0.2 81.5 74.3 +  9.7
Source: State Employment Security Divisions.

Trade
Department store sales in the Eighth Federal Re

serve District in March and the first three weeks of 
April were about the same as those of a year earlier. 
However, some increase had been expected in this 
period because of the later date of Easter this year 
than last. In March district sales fell 8 per cent short 
of sales in March 1956, after allowance for the differ
ence in the number of trading days. Sales in the first 
three weeks of April were about 10 per cent greater 
than a year earlier.

New automobile sales in the first part of April 
continued at a lower level than a year earlier and 
failed to match the early March rate. March sales of 
new cars had improved about seasonally from Febru
ary, but were still less than a year earlier even after 
allowance for one more trading day in March 1956. 
In the first 10 days of April sales were about 12 per 
cent less than a year earlier.
Banking

Further demonstration of the level course of busi
ness activity was apparent in the trend of loans at 
weekly reporting member banks. Business loans de
clined about as much as usual and other loans rose 
moderately in the four weeks ended April 17. The 
changes in business loans by major industry classi
fication varied from the pattern established in the 
corresponding weeks of recent years. Loans to com
modity dealers, which normally decline at this time, 
rose moderately; whereas loans to sales finance com
panies, which have been rising, declined substantially 
in the Tour weeks, as these firms apparently obtained 
financing from nonbank sources.

Investment holdings of the weekly reporting banks 
rose in the period primarily as a result of net pur
chases of the new issues of Treasury certificates of in
debtedness and notes.

Total deposits at the weekly reporting district 
banks rose more than $90 million in the four weeks 
under review. Most of the deposit growth was in 
demand accounts of individuals, businesses and other 
banks, offset in part by net withdrawals of Govern
ment deposits. With the inflow of funds these banks 
made reductions in borrowings in the period.
Agriculture

Early spring fariping operations over most of the 
district were delayed during April by muddy fields. 
Corn planting and land preparation for cotton in the 
southern part of the district were almost at a stand
still in early April. Spring oat seeding was delayed in 
Illinois, Indiana and Missouri. Farmers in these states 
will probably divert some intended oat acreage to 
other crops which can be planted later. Winter 
grains in the district are generally in good to excellent 
condition, except in some lowlands.

Prices received by district farmers for cattle, hogs 
and eggs rose slightly during the four weeks ending 
April 12. The increases were offset, however, by 
slightly lower prices received for milk, broilers, corn 
and wheat. Prices averaged higher than a year earlier. 
Largely as a result of the advance in prices, district 
farm income for the first two months of 1957 was 
approximately 7 per cent above that of the previous 
year. All district states except Missouri showed some 
increase.
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OF CURRENT CONDITIONS

Released for publication June 2

B u sin e ss  ACTIVITY in the Eighth Federal Re- 
serve District declined slightly during May. Indus
trial production and total loans by large district 
banks eased more than the usual amount and con
struction contracts awarded in April were less than 
a year earlier. Nevertheless, business activity has 
been fairly stable so far this year as seen by the 
small change in employment in the districts major 
areas. Department store sales were also unchanged 
on a seasonally adjusted basis in the first four months 
of the year and in May were about equal to a year 
ago. The steadiness in business activity in this dis
trict and the nation was further demonstrated by the 
small change in average wholesale prices. Consumer 
prices, however, continued to rise in April and were 
expected to climb further.

With activity leveling out in recent months, busi
ness sentiment remained cautious, as indicated by 
the slower rate of inventory building. Yet, confidence 
was also widespread, as seen in the recent rise in 
stock prices and substantial plans for plant expan
sion. Sentiment was also buoyed by the increase in 
first quarter profits over a year ago.

Industry
Production of several important commodities de

clined in the Eighth District in May. Manufactur
ing of household appliances slowed somewhat in 
May and further cutbacks were scheduled in June, 
reflecting the slow rate of sales in recent months. 
Steel mills in the St. Louis area operated at an aver
age rate of about 85 per cent of their rated capacity 
through four weeks of May, as compared to an 
average rate of 95 per cent in April. Southern pine 
production in the first three weeks of May was down 
a little from the April rate and was about 8 per cent 
smaller than in the same weeks of last year. Par
tially offsetting these declines in durable goods pro
duction was the addition at mid-month of a second 
shift at an auto assembly plant in Louisville which 
is expected to increase output of the plant by 75 
per cent.

Livestock slaughter in the St. Louis area during 
May was at about the April rate and was slightly

higher than last year. Numbers of cattle and calves 
slaughtered were running below last year, while 
hogs and sheep numbers were well above those of 
a year ago.

District crude oil production in the first two weeks 
of May, after declining slightly in April, returned to 
the high rate held through the first quarter of the 
year, and was 4 per cent higher than a year ago.

Construction
The value of both residential and nonresidential 

construction contracts awarded in the district in April 
was less than a year earlier. The decline in resi
dential awards was a continuation of the downtrend 
which has persisted for some time in private home 
building. For the first four months of the year, how
ever, the value of residential awards was greater than 
a year ago because of a substantial rise in publicly 
owned housing awards in February which more than 
offset the lag in private awards.

The decline in nonresidential construction awards 
in April was a reversal of the trend established in 
the first quarter of the year.

The largest gains in new construction undertaken 
have been in public works and utilities. In the first 
three months of the year awards were about 60 per 
cent greater than a year ago.

Labor Markets
Labor market conditions in the district’s major 

metropolitan areas improved less than usual in the 
first four months of the year. Total employment in 
nonagricultural establishments changed little from 
January to April, in contrast to an increase of about 
one per cent in the same period last year. In the 
past year total employment has declined slightly in 
four metropolitan areas. Only Evansville and Spring
field experienced increases. In May, however, claims 
for unemployment insurance decreased more than a 
year ago. For the week ended May 18, claims in 
Louisville were still more than double the number 
last year, in St. Louis they were slightly greater, but 
in Memphis and Evansville they were less.
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Trade
Retail sales in recent weeks have been well main

tained but at less than record levels. Department 
store sales in April, after allowance for seasonal fac
tors and the difference in trading days, continued at 
the same level as in the first quarter of the year, 125 
per cent of the 1947-49 average, compared with an 
average index of 129 in the last half of 1956. In the 
first four weeks of May and for the year to date dis
trict department store sales about equaled year 
earlier volumes.

Shifts in the pattern of consumption in the past 
year could be seen in the reports from retail stores. 
Demand for durable goods in recent months has 
been weaker than a year ago. Sales at furniture 
stores and of house furnishings at department stores 
in the district in the February-April period declined 
in comparison with the like 1956 period. New auto
mobile sales also continued to lag in April and May. 
The demand for clothing this spring, however, has 
been better. Sales of clothing at apparel stores and 
department stores in the district were slightly greater 
in the three months ending in April than a year earlier.

With total sales about on a par and stocks greater 
than a year ago, district department stores reduced 
outstanding orders in the early part of the year. 
Thus, by the end of April stocks were lowered to 
about the same level as a year ago. However, store 
managers were apparently expecting some improve
ment in sales, since outstanding orders at the end of 
April were 3 per cent larger than a year ago.

Banking
The demand for credit eased somewhat at the 

larger banks in the district during May. Total loans 
(except interbank) at district weekly reporting banks 
declined $37 million or more than 2 per cent during 
the five weeks ended May 22, somewhat more than 
usual for this period. All major loan categories 
showed net reductions except “other”, largely con
sumer loans. At banks reporting information on the 
industry of borrowers, manufacturers of textiles, ap
parel and leather and public utilities made larger 
than average net repayments for this time of year. 
On the other hand sales finance companies and trade 
concerns added to their outstanding indebtedness.

Total investment holdings were reduced $20 mil
lion at weekly reporting banks in the district. The

reduction centered in Treasury notes, probably re
flecting the maturing of a major issue on May 15. 
However, the decline in Treasury notes was offset in 
part by some net purchases of Treasury certificates 
of indebtedness and other securities.

Total deposits at the weekly reporting district 
banks also declined somewhat more than usual in the 
five weeks ended May 22. Most of the deposit with
drawals were in demand accounts of individuals, 
businesses and other banks. Reflecting the outflow 
of funds, these banks reduced their cash assets and 
increased their borrowings.

Agriculture
Excessive rainfall continued to delay farming op

erations in a large part of the district during May. 
For example, by May 21 only about 5 per cent of the 
soybean crop and less than 20 per cent of the corn 
crop had been planted in Illinois. At the same date 
last year 75 per cent of the corn and 53 per cent of 
the soybean crops had been planted. Cotton plant
ing, although nearly completed by May 20, was two 
or three weeks later than usual. However, at the 
same time, soybean planting in the Mid-South was 
almost finished.

The spring rains have had a favorable effect on 
small grains and grazing crops in the district. Win
ter wheat was generally in fair to good condition, 
although it will need some warm, sunny weather for 
proper development. Pastures made excellent prog
ress from a slow early spring start and were consid
ered good to excellent over most of the district in 
May.

Nationally, prices received by farmers rose 2 per 
cent during the month ending April 15 and were 3 
per cent above a year ago. Prices paid by farmers 
rose 1 per cent, establishing a new high for the 
month. The mid-April parity ratio of prices received 
to prices paid increased 1 per cent from that of the 
previous month but was 2 per cent lower than a 
year ago.

Reflecting generally higher average prices, dis
trict cash farm income for the first quarter of 1957 
was 7 per cent above that of 1956. All district states 
except Arkansas shared in the gains. The great
est increases in income occurred in the Com Belt 
states primarily as a result of substantially higher 
prices received for cattle and hogs.
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oF CURRENT conditions

E c o n o m ic  ACTIVITY in the Eighth Federal Re-
serve District in June held close to the high levels 
reached in previous months. Employment in the dis
trict’s major metropolitan areas remained steady or 
increased about the usual amount from April to May, 
and in June insured unemployment declined except in 
St. Louis. Adjustment of inventories and reduced 
sales, however, caused cutbacks in output of some 
major goods in June. Department store sales were 
slow, and farm operations were hampered by heavy 
rains and local floods. At the same time, credit de
mands were large, and interest rates rose. Broadly 
speaking, economic developments in the district dur
ing June appeared to be comparable to those in the 
nation as a whole.

Confidence of businessmen has apparently re
mained undiminished, despite the leveling in business 
activity. Nationally, capital investment programs call 
for outlays at a seasonally adjusted annual rate of 
$37.9 billion in the third quarter, about 5 per cent 
greater than a year earlier. The current rate of ad
vance in these outlays is not as great as that experi
enced in 1955 and 1956, but the upward trend at 
record levels continues to be an element of strength 
in the business situation.

However, after allowance for higher prices  and 
costs, the physical volume of new plant and equip
ment put in place was probably no larger than a 
year earlier. This stability in the physical volume of 
capital investment was also demonstrated by the 
level rate of industrial and commercial machinery 
production so far this year, after a sharp rise in 1956.

Labor Markets

Employment in the major labor markets of the dis
trict held steady or increased about the usual amount 
from April to May. Nonagricultural employment 
changed little in Evansville, Little Rock, Memphis 
and St. Louis. In Louisville it increased about season
ally, largely reflecting a rise in manufacturing employ
ment. Elsewhere in the district, manufacturing em

ployment declined as durable goods production was 
reduced. Unemployment decreased from April to May 
in all five areas, and, except in St. Louis, insured 
unemployment averaged less in June than in May.

Total nonagricultural employment in May was 
somewhat less than a year ago in Louisville, Memphis 
and Little Rock, about the same in Evansville and 
slightly larger in St. Louis. U n em ploym ent  was 
greater than a year ago in all of these areas except 
Evansville.

Industry

Steel production in the St. Louis area declined in 
June, averaging around 70 per cent of capacity as 
compared to 83 per cent in May and 97 per cent a 
year ago. Flooding in parts of the area, resulting from 
torrential rains on June 14 and 15, contributed to 
the decline by disrupting transportation temporarily. 
In the Fort Smith, Arkansas, area zinc smelting was 
reduced by 40 per cent during the month. Produc
tion of household refrigerators was cut back at Evans
ville and Louisville.

Livestock slaughter in the St. Louis area was lower 
in June than in May because of a reduction in number 
of hogs processed. Slaughter of cattle, calves, and

INDUSTRIAL PRODUCTION
1947-49=100
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sheep, however, was up from May, and over-all ac
tivity was higher than a year ago.

Southern pine production was slighdy above its 
May rate, although about 5 per cent lower than last 
year at the same time. Hardwood production re
mained unchanged from May and was roughly 20 
per cent lower than last year.

Coal production rose in June and was well above 
the rates recorded in May of this year and in June
1956. Crude oil production in the district, which had 
been running higher than in any postwar year, de
clined in June to a rate about 6 per cent below that 
of a year ago. The decline was particularly sharp 
in the Illinois portion of the district.

Trade

Sales of reporting furniture and department stores 
in the Eighth Federal Reserve District during May 
were less than a year earlier. Department store sales 
lagged one per cent and furniture store sales ten 
per cent. Sales of house furnishings at department 
stores in May, except for radios and television sets, 
were also less than a year earlier. In the three weeks 
ended June 22, department store sales were slightly 
above the low level a year earlier. At a small sample 
of department stores, sales of house furnishings con
tinued to exhibit the same trends as in May, with 
sales of furniture and major appliances lagging and 
radio and television sales larger than a year earlier.

Banking

Earning assets of district weekly reporting banks 
rose $25 million during the four weeks ended June 
19. Total loans (excluding interbank lending) rose 
$9 million or one-half of one per cent in contrast to 
usual net reductions at this time of year. The expan
sion in loan volume centered in business loans during 
mid-June indicating some borrowing for tax purposes. 
Loans on securities were also up. On the other hand, 
loans on real estate were unchanged and "other,” 
largely consumer, loans declined in the four weeks 
under review.

Coincident with the loan growth these banks in
creased their investment portfolios. The largest gain 
was in holdings of Treasury bills, probably reflect
ing net purchases of the tax anticipation series matur
ing September 23.

Demands in the capital markets so far this year 
have been larger than in the same period a year 
ago, and bond yields in June reached new peak

levels. Short-term interest rates also advanced. The 
average interest rate charged on short-term business 
loans made during the first half of June at four re
porting St. Louis banks was 4.21 per cent. This com
pares with an average rate of 4.16 per cent during the 
first half of March and 4.06 per cent during the com
parable period in June last year.

Agriculture

Heavy rains and local floods continued to plague 
farmers throughout much of the district during June. 
A large part of land in Indiana and Illinois intended 
for com and soybeans had not been planted by June 
17. Corn planting in Missouri was only about three- 
fourths completed by mid-June, whereas normally 
it is finished by that time. In addition, wheat in Mis
souri suffered from high winds, hail and excessive 
rainfall. Cotton planting and cultivation were also 
adversely affected by the heavy rains. Hot weather, 
however, stimulated the growth of cotton on upland 
areas and other localities which did not suffer from 
excessive rainfall. The harvesting of small grains has 
been delayed over most of the district, and some 
wheat and oats were damaged by rust. Nevertheless, 
anticipated 1957 spring wheat output in district states 
as indicated on June 1 was slightly greater than 
a year ago in contrast to a 15 per cent reduction in 
the nation. Large increases in output in Mississippi 
and Indiana were primarily responsible for the gain.

Prices received by the nation’s farmers increased 
slightly during the month ending June 15 but fell 
below year-earlier levels for the first time since May
1956. The index of prices paid by farmers remained 
unchanged but was 3 per cent higher than a year ago. 
Average prices received for major district farm com
modities also rose slightly during the four weeks 
ending June 21.

Reflecting generally higher average prices, district 
cash farm income for the first four months of 1957 was 
about 7 per cent above that for 1956. All district states 
shared in the gain with the exception of Arkansas, 
where depressed poultry prices have been a major 
factor.

Farm real estate values in Eighth District states 
continued to move upward during the four months 
ending March 1. Land values per acre, including im
provements, increased 4 per cent in Kentucky, 3 per 
cent in Mississippi and Illinois, and 2 per cent in 
Tennessee, Arkansas, and Missouri. The average in
crease for the nation was 3 per cent.
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OF CURRENT CONDITIONS

Released for publication August 1

J E g ONOMIC TRENDS during July were mixed in 
the Eighth Federal Reserve District but on balance 
business activity showed very little change from the 
pace established in the first half of the year. Industrial 
production slowed somewhat and construction was 
hindered by shortages of cement supplies in some 
areas. Insured unemployment declined in the four 
weeks ended July 20 in Louisville, Memphis and St. 
Louis but increased in Evansville as a result of sea
sonal layoffs from refrigerator plants. Department 
store sales in the first three weeks of July declined less 
than the usual amount and were slightly larger than 
a year earlier, whereas for the first six months of the 
year they lagged somewhat. Total loans rose about 
the usual amount in the five weeks ended July 24 fol
lowing a sharp expansion in June. Crop prospects 
improved as a result of better weather conditions.

Industry
Output from the district’s factories and mines de

clined in July, reflecting a number of factors. Plants 
closed in order to give annual vacations to employees 
in July. Work stoppages slowed output in a few 
plants, and lessened demands caused curtailment of 
production in some lines.

Output of steel in the St. Louis area, however, in
creased m July from the reduced rates in June when 
weather hindered operations, although the July ton
nage poured was less than a year earlier. Auto pro
duction was at about the same rate in July as June 
and somewhat greater than a year earlier. Livestock 
slaughter in the St. Louis area was lower in July than 
in June but also above last years activity. Lumber 
output continued to weaken and coal and crude oil 
production in the district also declined from June to 
July and were less than July 1956.

Manufacturing employment held steady from May 
to June in Little Rock, Louisville and Memphis, de
clined in Evansville but expanded in St. Louis. In 
Little Rock recalls in the apparel industry balanced 
seasonal drops in chemicals while layoffs in farm 
equipment cancelled small gains in fabricated metals 
at Memphis. At Louisville temporary layoffs in metal

working industries and chemicals w e re  partially 
balanced by gains in food processing and cigarette 
production. The slight decline in June manufacturing 
employment at Evansville was largely in refrigerator 
and transportation equipment plants. The expansion 
in St. Louis area manufacturing employment from 
May to June reflected major increases in primary 
and fabricated metals, transportation equipment and 
food products industries.

In the first half year, manufacturing employment 
averaged about 7 and 5 per cent less respectively in 
Little Rock and Louisville but climbed to a level 6 
per cent higher than last year in Evansville. Memphis 
and St. Louis showed little change from a year ago.

Contributing to the increased number of factory 
workers this year in Evansville were gains in the 
motor vehicle and refrigerator industries. The major 
job losses from a year ago in Little Rock were in the 
lumber and wood products, stone, clay and glass, 
furniture, metal products and chemicals industries. 
At Louisville the number of manufacturing workers 
averaged less this year in all major industry groups 
except stone, clay and glass, printing and publishing, 
nonelectrical machinery and transportation equip
ment. Employment in the latter increased over last 
year while the other three averaged about the same. 
Although employment levels in manufacturing aver
aged about the same this year as last in Memphis 
and St. Louis, there were some significant gains and 
losses among various industries. In Memphis employ
ment this year was down substantially in lumber 
and wood products w h i l e  the apparel industry 
showed some gains over last year. In St. Louis Mc
Donnell Aircraft’s employment i n c r e a s e  of about
10,000 over last year was the big factor offsetting 
shrinkage from a year ago in ordnance, fabricated 
and primary metals, electrical machinery, textiles, 
apparel, food and leather products. In July Mc
Donnell received an order to slow output of military 
aircraft but no reduction in employment was planned.

Construction activity in the Eighth Federal Reserve 
District so far this year has presented a mixed pattern.
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Total contracts awarded in the first six months of the 
year were 4 per cent greater than in the comparable 
period last year. The increase was largely due to 
higher construction costs, which averaged about 4 per 
cent above a year ago. However, in July construc
tion activity slowed in some areas because of short
ages of cement which resulted from work stoppages 
in a few cement mills. And judging from employ
ment data, construction activity in the St. Louis, 
Memphis and Little Rock areas was less than a year 
ago, but about the same in the Louisville and Evans
ville areas.

District residential construction contracts awarded 
in the first half of 1957 were 12 per cent larger than 
a year ago, in contrast to the national trend which 
was lower than last year. The increase resulted from 
substantial contracts awarded for publicly-owned 
residential construction, such as dormitories, barracks 
and other government-owned housing. In fact, in the 
first six months of the year about one-fifth of the 
value of district residential contracts awarded was 
for government-owned housing. In areas where public 
housing has not been a large factor, residential con
struction has followed the national pattern and, in 
the first six months, was less than last year. While 
the number of private dwelling units started so far 
this year has dropped sharply from last year, the 
average house size has continued to increase and the 
average cost per square foot has also risen.

Labor Markets

Labor market conditions in the district's major 
metropolitan areas showed primarily seasonal changes 
from May to June. Total nonagricultural employment 
declined slightly from May to June in the Louisville, 
Memphis, Little Rock and Evansville metropolitan 
areas but expanded in St. Louis, following the general 
pattern of recent years. However, in the past year, dis
trict employment has not kept pace with the national 
increase. During the first half of 1957, the average 
level of nonagricultural employment in the district's 
five major labor market areas did not change much 
from the first half of 1956. The average was 3 per 
cent higher this year in Evansville, 2 per cent under 
last year in Little Rock and Louisville and virtually 
the same in Memphis and St. Louis. In the nation, 
nonagricultural employment averaged 2 per cent 
higher than in 1956.

Unemployment rose in all five areas from May to 
June as usual because of the addition of recent grad
uates to the labor force. From June 22 to July 20 
claims for unemployment compensation continued to 
increase at Evansville but decreased at Louisville, 
Memphis and St. Louis. Claims were greater than a 
year ago by 3 per cent at Evansville, 8 per cent at

Memphis and 22 per cent at Louisville but were down 
4 per cent in the St. Louis area.

Trade
Department store sales in the district in the first 

three weeks of July were slightly larger than in the 
comparable period a year earlier. The improvement 
was in contrast to performance over the first half of 
the year during which sales averaged 1 per cent less 
than in the same period of 1956. But so far this year 
district stores have not kept pace with the nation, 
where sales averaged 2 per cent higher than in the 
same period a year ago. The relative lag was roughly 
comparable to that in employment. With department 
store prices about 2 per cent higher than a year ago, 
the physical volume of goods purchased in district 
stores also declined.

Banking
Loan expansion at Eighth District weekly reporting 

banks was about seasonal during the five weeks 
ended July 24. Total loans rose $19 million (or 1 per 
cent) as net additions by businesses and farmers were 
only partially offset by small reductions in outstand
ing indebtedness in the other major loan categories. 
Loans to manufacturers of metals and metal products, 
public utilities and sales finance companies increased, 
either more than usual or in contrast to declines in the 
same weeks in 1952-56. On the other hand, advances to 
processors of agricultural products were smaller than 
the average increase in the like weeks of regent years, 
perhaps because of delayed and smaller harvests this 
year. Manufacturers of petroleum, coal, chemicals 
and rubber products, retail trade concerns and con
tractors reduced their indebtedness in the five weeks 
under review. Loans outstanding to textile, apparel 
and leather products manufacturers, wholesalers and 
commodity dealers increased about the usual amount.

Following the Treasury financing early in July bank 
investment holdings increased sharply but were pro
gressively reduced in subsequent weeks. On balance, 
the weekly reporting district banks reduced their in
vestment holdings $20 million, in the five weeks.

Agriculture
Somewhat better weather conditions during July 

than in June favored district farming operations and 
improved crop prospects. Hot weather and generally 
less rainfall permitted late planting of corn and soy
beans. Early planted corn and soybean crops were 
growing well, but because some plantings had been 
delayed, progress varied considerably. Hot, sunny 
weather over the Cotton Belt gave cotton farmers 
an opportunity to perform much needed cultivation 
and increased the effectiveness of insect control meas
ures. The crop was fruiting well and progressing
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satisfactorily. According to the Journal of Commerce, 
cotton production in district states in 1957 is ex
pected to fall 26 per cent from 1956 volume, com
pared to a 15 per cent drop in the nation. The better 
weather in July permitted normal hay harvesting; 
however, pasture conditions deteriorated in the south
ern part of the district.

Prices of most district farm commodities increased 
in the four weeks ending July 26. Nationally, prices 
received by farmers increased approximately one per 
cent during the month ending July 15. Prices paid 
decreased slightly, and the parity ratio (prices re
ceived to prices paid) increased to 84 from 82 at 
mid-June.

District cash farm income for the first five months

of 1957 was about 4 per cent below that of last year, 
as calculated from revised 1956 estimates. Cash in
come m district portions of Illinois, Indiana, Kentucky, 
and Missouri was ahead of last year. However, sub
stantial reductions in Mississippi, Arkansas, and Ten
nessee more than offset the above gains. For the 
nation, cash farm income was up 2 per cent.

Nationally, farmers’ realized net income rose from 
$12 billion seasonally adjusted during the first 
quarter of 1957 to $12.2 billion during the second 
quarter. Realized net to farm operators was $12.1 
billion last year.

United States Department of Agriculture estimates 
of acreage for major district crops are given in the 
table below.

ACREAGE HARVESTED IN 1956 AND FOR HARVEST IN 1957 
(Thousands of Acres)

Cotton Com Winter Wheat Oats All Hay Tobacco Soybeans
1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 1957

Arkansas..............................................  1,405 1,165 670 556 96 158 442 411 863 835 —  —  1,509 1,545
Illinois................................................  —  —  8,804 8,276 1,608 1,721 3,041 2,767 2,493 2,461 —  4,735 5,116
Indiana................................................  —  —  4,783 4,353 1,186 1,222 1,250 1,100 1,551 1,508 7 7 2,172 2,345
Kentucky............................................ —  —  1,836 1,561 207 199 72 60 1,653 1,607 242 232 133 137
Mississippi.......................................... 1,641 1,400 1,566 1,488 18 162 341 361 742 741 —  —  732 681
Missouri.............................................. 373 315 3,946 3,433 1,660 1,693 1,359 1,210 2,710 2,835 3 3 1,956 1,760
Tennessee............................................ 558 490 1,716 1,493 205 195 248 228 1,516 1,501  8£  79 240 200

Total Eighth District States......... 3,977 3,370 23,321 21,160 4,980 5,350 6,753 6,137 11,528 11,488 336 321 11,477 11,784
Total United States...................... 16,833 14,224 75,950 72,289 35,637 31,075 33,639 35,774 73,627 73,499 1,365 1,128 20,926 21,650
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OF CURRENT CONDtHONS
/or PM&Hc#fion Ŝ pf̂ m&ar J

W H IL E  THE AMERICAN ECONOMY continued 
to give strong evidence of over all prosperity during 
the past few months, a disquiet persists which has not 
been dispelled by the most recently available statistics. 
After allowing for the significant upward drift in 
prices these figures indicate that the economy is 
continuing its sidewise movement with most activi
ties changed but slightly when compared with the 
recent past. To a public which has been conditioned 
by the substantial rate of growth during 1955 and 
1956, this loss of forward momentum has been the 
subject of some greater impatience and concern than 
the current high level of business vitality would seem 
to warrant.

No doubt some of the anxiety regarding the nation's 
economic future involves the existence of perceptible 
soft spots. However, a conjuncture of offsetting 
developments has served to maintain prosperity. These 
include the rise in consumer outlays for nondurables 
and services, the increased levels of government ex
penditures, and inventory accumulation.

During July the Federal Reserve Board index of 
industrial production held steady at the June rate of 
144 per cent. Total employment in nonagricultural 
establishments was 52.8 million (seasonally adjusted) 
in July, virtually unchanged from the revised June 
figure. However, increased wage and salary disburse
ments in the trade and service industries, as well as 
in government, were the basis for a slight 0.2 per 
cent rise in personal income in July. The level of 
unemployment, approximating 4 per cent of the labor 
force, was little changed from a year ago. Continued 
high levels of employment and income also seemed to 
maintain consumers' spending as reHected in a 1 per 
cent rise in retail sales. While it is clear that the 
growth of general business activity has slowed to a 
considerable extent, the continued increases in con
sumer prices and interest rates indicate that inflation
ary pressures have not entirely abated. The index of 
consumer prices moved up % of 1 per cent during 
July and the entire pattern of interest rates advanced 
during August. However, even in this area the gen

eral picture was alloyed by sporadic price declines 
in individual commodities and some bearishness in 
common stock prices.

This general picture of over all stability is also evi
dent in the Eighth District. Business at large changed 
little during August as compared with July. Indivi
dual activities are manifesting some differences in 
behavior and, although the order of magnitude of 
month-to-month changes is modest in most cases, com
parisons with last year are sometimes quite revealing.

Steel production in the St. Louis area continued the 
decline which began in April of this year. This con
traction in output has been interrupted only by the 
brief upturn in July which was associated with a re
turn to normal operations after the Hood conditions 
in June. Currently, steel plants in the St. Louis area 
are operating at about 77 per cent of capacity and 
production is down a substantial 18 per cent below 
last year.

Livestock slaughtering in the St. Louis area was 
also lower in August than in July with the bulk of the 
decrease coming in hog and sheep processing.

Cross currents were apparent in the business pic
ture, however. Southern pine output was almost 12 
per cent higher during August than it was in July, 
and was up about 6 per cent when compared with 
last year's Sgures. Freight car interchanges in the 
St. Louis area in early August were 18 per cent 
above July. Commercial failures in July were down 
somewhat from June and considerably below the level 
of a year ago. In general, business failures have been 
at a somewhat lower rate in 1957 than in 1956.

The major district labor markets, like their national 
counterparts, reflected both the overall stability of 
business in the aggregate and minor shifts in indivi
dual activities. Total nonagricultural employment 
evidenced a small seasonal drop, while manufactur
ing employment was off slightly more than usual in 
July. Typically there were some differences among 
reporting centers in the district. Unemployment de
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clined from June to July throughout the district, but 
was over year ago levels in Louisville, Little Rock and 
Memphis.

Loans at Eighth District weekly reporting banks 
expanded $50 million (about 3 per cent) during the 
four we^ks ending August 21, somewhat more than 
is usual fo  ̂ the period. The strength was largely in 
business borrowing. Perhaps a third of the increase, 
however, was unrelated to the business situation, 
arising from the reclassification of certain security 
holdings into the category of loans to brokers and 
dealers. Loans to commodity dealers rose sharply 
in conjunction with the August 16th deadline for 
Commodity Credit Corporation cotton payments, 
which created large Rows of money through district 
banks, especially at Memphis. Food and textile man
ufacturers added to loans, as did public utilities and 
to a lesser extent construction contractors. Partially 
offsetting these gains were net repayments of loans 
by metal manufacturers, trade concerns and sales 
Rnance companies. "Other" (largely consumer) loans 
rose moderately in the four-week period.

Some of the changes in security holdings of report
ing member banks in the period were associated with 
Treasury Bnancing. While certificate holdings in
creased following the pattern of the Treasury's August 
1st refunding, the volume of Treasury notes declined. 
Later in the month the Treasury's seasonally depleted 
demand deposit balances were replenished by sales 
of special 237-day bills, some of which were added to 
bill holdings of the banks.

Developments in agriculture were seasonal in na
ture, with crops continuing to grow well, except for 
some areas which received too much rainfall. Cotton 
picking began in the southern part of the district in 
the latter part of the month. Because of delayed 
spring planting, com and soybeans are expected to 
mature somewhat later than normal. United States 
Department of Agriculture production estimates re
veal that output of cotton, com, and soybeans will be 
substantially below 1956 volumes both for the nation 
and for the Eighth District farms. The regional drop 
is considerably more severe. The table below con
tains the estimates for the major district crops.

PRODUCTION OF SELECTED E!GHTH D!STR!CT CROPS 
1956 AND AUGUST 1, 1957 ESTIMATES

Cotton__________  ____________ Com______________  _________ Soybeans__________  _________ All Hay
Aug. 1, Aug. 1, Aug. 1, Aug. 1,

1957 Per cent 1957 1957 Per cent 1957 Per cent
1956 Estimate Change 1956 Estimate Change 1956 Estimate Change 1956 Estimate Change

(Thousands 50-lb. Bales) (Thousand Bushels) (Thousand Bushels) (Thousand Tons)

Arkansas..................................... 1,426 1,120 — 21% 18,090 12,788 — 29% 27,162 22,402 — 18% 949 1,017 +  7%
Illinois........................................ — — — 598,672 430,352 — 28 134,948 107,436 — 20 4,998 4,717 —  6
Indiana....................................... — — — 296,546 226,356 — 24 52,128 49,245 —  6 2,723 2,662 —  2
Kentucky................................... — — . — 84,456 59,318 — 30 2,992 2,466 — 18 2,431 2,320 —  5
Mississippi................................ 1,609 1,340 — 17 39,150 39,432 +  1 11,712 10,215 — 13 908 952 +  5
Missouri..................................... 448 245 — 45 189,408 127,021 — 33 39,120 31,680 — 19 3,523 3,990 +  13
Tennessee.................................. 552 480 — 13 55,770 41,804 — 25 3,960 3,400 — 14 1,754 1,767 +  1

Total Eighth Dist. States 4,035 3,185 — 21 1,282,092 937,071 — 27 272,022 226,844 — 17 17,286 17,425 +  1
Total United States............ 13,310 11,897 — 11 3,451,292 3,065,771 — 11 455,869 428,356 —  6 108,708 118,897 +  9
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OF CURRENT CONDITIONS
tMmmA for Pmbticatwn October J

W h ILE  the national and Eighth District economies 
continue to manifest over-all stability of income and 
employment, major labor markets in the district 
appear to be subject to a conjuncture of pressures 
including a slackening in the demand for certain con
sumer durables and cutbacks in defense outlays. The 
volume of employment, a readily discernible econ
omic pressure point, reflects the contractive nature of 
the forces at work.

Seasonal layoffs in district automobile plants, asso
ciated with model changeovers, were general in Sep
tember. Since their effects will abate as production of 
the 1958 models gets under way late in September 
and the beginning of October, they should not exert 
any significant longer run influence.

The present irresolute demand for certain home ap
pliances, however, could have a more significant im
pact on the level of district income arid output. In 
particular, disappointing sales of refrigerators and the 
resulting buildup of inventories were advanced as 
reasons for recent reductions approximating 3,500 per
sons in the work forces in Louisville and Evansville. 
The layoffs are for an indefinite period.

The problem of district unemployment may be ag
gravated slightly in the near future as a result of the 
Defense Department’s economy program. Sporadic 
announcements concerning the closing of various mil
itary and military-related operations have been made 
during the past month. Although the magnitude of 
these cutbacks can only be approximated at this time, 
indications are that some 8,000 district jobs will be 
eliminated in the next several months, largely in the 
St. Louis and Louisville areas. Should the entire pro
gram be carried through, some softness will be added 
to the Eighth District economy. However, since the 
reductions approximate only 0.8 per cent of the em
ployed in these two metropolitan areas, their effects 
should not be too severe. Furthermore, offsets in the 
form of a pickup in construction or in durable goods 
production, or a continuation of increases in employ
ment in services, other branches of government or

trade may absorb the workers released by Defense 
Department cutbacks.

No doubt, the immediate impact of a decline in em
ployment will be cushioned, at least partially, by an 
increase in unemployment compensation payments. 
In this fashion the adverse effects on the flow of con
sumer spending will be moderated.

Since most of the longer run developments emanat
ing from layoffs in consumer durable and defense- 
related production are scheduled to begin during the 
latter part of September, their effects have not yet 
been felt and presumably will not be felt for some 
time. Thus most indexes of district business activity 
are changed little from last month although they are 
generally running at less than year-ago rates.

The St. Louis area steel operations during the first 
three weeks in September were at about 80 per cent 
of capacity, up slightly from the August rate but down 
a substantial 11 per cent from the comparable period 
in 1956.

Livestock slaughtering in the St. Louis area appears 
to be continuing the slight decline noted in August. 
Southern pine production is holding at about the 
August rate and in addition is only slightly below the 
level of last year’s operations.

The agricultural estimates for the Eighth District 
during September foresee somewhat larger produc
tion from district farms than was envisaged in Au
gust. However, here too, as in the industrial section, 
prospects point to a smaller output than was produced 
in 1956.

Prices of major district farm commodities declined 
about 3 per cent during the four weeks ending Sep
tember 21 although they remained about 2 per cent 
above year-ago levels.

Total loans at Eighth District weekly reporting 
banks contracted about $30 million or 2 per cent dur
ing the four weeks ended September 18. The decline 
centered in net repayments by businesses offset in
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part by moderate increases in advances to cpnsumers 
and real estate owners. Most major types of commer
cial and industrial concerns shared in the business 
loan contraction. Commodity dealers made the heav
iest net repayments, primarily at banks in Memphis; 
however, this reduction represented in most part the 
reversal of the unusually large net additions in the 
previous four weeks. The sizable net borrowings by 
commodity dealers in August were primarily to pur
chase the cotton sold by the Commodity Credit Cor
poration. Manufacturers of textiles, apparel and leath
er and sales finance companies also made large net 
repayments in the four weeks under review. On the 
other hand, food, liquor and tobacco mannufacturers 
added more to their outstanding indebtedness than is 
usual for this time of year.

In general, the national economy also continued to 
move sidewise in September. Most economic indica
tors give further evidence of high-level stability al
though some soft spots are still evident.

Slight increases in wage and salary disbursements 
in nonmanufacturing industries together with gains in 
proprietors’ income combined to raise personal income

approximately 0.3 per cent during August, according 
to preliminary reports.

This slight growth, which essentially served to 
maintain the high levels of income previously attained, 
contributed to a further rise in retail sales in the na
tion during August, thus continuing a growth pattern 
of about one per cent per month which began early 
this year. District department store sales in the first 
two weeks of September remained somewhat larger 
than a year earlier. The gain, however, reflected in
creases in the St. Louis area which more than com
pensated for declines in the remainder of the district.

The Federal Reserve’s seasonally adjusted index of 
industrial production remained unchanged in August, 
for the third successive month, adding further to the 
general impression of stability.

A gain of $800 million in public construction and a 
small increment in private nonresidential construction 
pushed total construction outlays, on a seasonally ad
justed basis, to an all-time high in August. Private 
residential construction was unchanged from July, 
however.
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q f  C U R R E N T  C O N D |T | O N S

Released for publication November 1

T H E  generally sidewise movement of most eco
nomic activities in the past several months has 
created an increasingly widespread feeling that the 
inflationary pressures which beset the economy for 
the past two years, while not entirely out of view, 
are receding. The persistence of this high-level lull 
in business has also aroused an air of disquiet concern
ing the nation’s economic future. No doubt the erratic 
behavior of the stock market in October, following a 
rather consistent decline since July, reflects some of 
this apprehension.

Estimates recently released by the Council of 
Economic Advisers confirm this picture of proximate 
overall stability during the third quarter. The value 
of the nation’s output increased by $4.7 billion to an 
unprecedented annual rate of $439 billion. However, 
allowing for price changes, it is apparent that aggre
gate business activity has not increased appreciably. 
In fact, per capita disposable income is slightly below 
year-ago rates after adjustment for price rises, indicat
ing that the growth of real income has not kept pace 
with the growth of population.

Although the overall level of business has con
tinued prosperous, there have been substantial adjust
ments taking place within the economy. Fortunately 
for the nation’s economic health, these changes have 
largely offset each other permitting the economy to 
absorb them without breaking stride.

The total flow of spending for new plants and 
equipment, which has provided such a strong stimulus 
to the nation’s business for the past two years, ap
pears to be leveling off. In one important sector, 
new durable goods manufacturing capacity, outlays 
actually declined about 2 per cent during the third 
quarter, according to the estimates.

Consumer expenditures for durable goods, which 
started to decline in the second quarter of the year, 
continued down during the third quarter. Despite 
increases in prices consumers are spending approxi
mately 3 per cent less for durable goods now than 
they were during the first quarter.

The Council also estimates that defense spending 
declined $300 million (annual rate) in the third 
quarter. This factor together with a decline in the 
value of American exports can be presumed to have 
further softened the market for durable manufactures.

In general, the level of demand for both consumer 
and producer durable goods, although still exceeding
ly robust, does not seem to have the depth and in
tensity that characterized it but a short time ago. 
Declines in factory employment, production, and 
sales all reflect a somewhat weakened position.

The level of employment remained high in Sep
tember, in large measure because the declines which 
affected manufacturing activity were offset by in
creases in other parts of the economy. Consumers 
increased their rate of spending on nondurable goods 
and services by $4.5 billion. The rate of saving fell 
as the increase iji consumption was greater than the 
rise in disposable income. Other forces serving to 
sustain the tempo of business activity were a $600 
million increase (annual rate) in state and local gov
ernment expenditures and an upturn in residential 
building.

Wholesale prices through the second week in Oc
tober continue to reflect the slackening of inflation
ary pressure referred to earlier in this article. The 
wholesale price index was down from its August high 
by about .7 of one per cent, although it was still 
above year-ago figures. The consumer price index, 
which typically lags its wholesale counterpart, in
creased in September for the thirteenth consecutive 
month, but the increment was the smallest since 
November 1956.

In the Eighth District industrial production in Oc
tober was up somewhat from September levels. Steel 
production in the St. Louis area has been averaging 
about 89 per cent of capacity, some 10 percentage 
points above the September level, but below that of 
a year ago. In addition district steel plants were 
operating closer to capacity levels during October 
than those of the nation at large.
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Southern pine production and petroleum output in 
Eighth District states were up slightly in October 
from September rates and were approximately the 
same as year-ago figures.

A decline in the number of cattle, calves and sheep 
slaughtered in the St. Louis area between Septem
ber and October more than offset an increase in hog 
processing. The total number of animals processed 
in October was about 8 per cent smaller than in Sep
tember of this year or October 1956.

Employment during September in three major dis
trict areas, St. Louis, Memphis, and Little Rock, 
showed small monthly gains which were associated 
with the reopening of schools and the expansion of 
retail payrolls. The Evansville and Louisville areas, 
however, experienced sizable drops in employment in 
September when compared with August levels. About 
90 per cent of the drop in Evansville resulted from 
temporary layoffs in the automotive industry. These 
workers were recalled in October. Unemployment in 
Louisville in September was in part attributable to 
labor management difficulties involving almost 3,000 
workers, which were resolved October 24. A further 
decline in employment came largely in ordnance, 
chemicals, and fabricated metals and machinery.

Loans at Eighth District weekly reporting banks 
rose $27 million or 2 per cent during the five weeks 
ended October 23, somewhat less than seasonally. 
The apparent weakness in the demand for credit 
was occasioned primarily by two special situations in 
the business category, rather than any marked con
traction m activity generally. The principal factor was 
the relatively modest expansion in advances to finance 
the movement of cotton, partly the result of a later 
than usual movement of cotton to market. After 
the first week in October, a more normal pattern de
veloped, and loans to commodity dealers expanded 
$14 million during the two weeks ending October 23. 
The second special factor holding the loan expansion

down was large net repayment ($8 million) by sales 
finance companies, reportedly as these companies ob
tained funds from other sources. Other types of busi
nesses in the aggregate increased their indebtedness 
about the normal amount for this time. Loans falling 
in the category of “other,” chiefly consumer, rose at a 
fairly rapid rate, whereas real estate financing in
creased moderately.

The weekly reporting banks also increased their 
holdings of investments $31 million during the five 
weeks ended October 23. The bulk of the gain cen
tered in short-term Federal Government securities, 
although they added some municipal obligations to 
their portfolios.

District farmers harvested near-record crops in
1957 despite retarded spring planting. October 1 
estimates of both corn and soybeans are up from 
those of September 1. Generally favorable autumn 
weather contributed to early maturity and harvesting, 
permitting practically all the corn to escape frost 
damage.

District cash farm income for the first eight months 
of this year was about 4 per cent less than that for 
the same months in 1956, and about 8 per cent above 
that of 1955. The decline this year is due primarily 
to reduced crop marketings in Arkansas, Mississippi 
and Tennessee. Nationally, cash receipts from farm 
marketings for the first nine months of 1957 were 
approximately the same as for the corresponding 
months last year.

Farm real estate values continued to advance in 
district states during the four months ending July 1,
1957. The dollar value of farmland per acre in
creased 4 per cent in Illinois, 3 per cent in Kentucky 
and Mississippi (the national average), and 2 per cent 
in Tennessee, Arkansas and Missouri during the 
period.
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O F  C U R R E N T  C O N D I T I O N S

Released for publication D ecem ber 1

f jV ID E N C E  of a decline in the nation’s economic 
activity became apparent from reports appearing in 
November. Industrial production, retail sales and em
ployment declined on a seasonally adjusted basis from 
September to October. Construction activity, on the 
other hand, expanded somewhat to a new record.

In November, the trend of business activity showed 
little further deterioration. Steel production contin
ued to ease, but automobile output rose rapidly. 
Electric power output, after allowance for seasonal 
changes, showed a modest improvement from Octo
ber. Insured unemployment, while significantly high
er than a year earlier, rose relatively about the usual 
amount in early November. Department store sales 
in the first three weeks of November rose more rapid
ly than usual from the low level reached in October. 
Most of the available measures, however, indicated a 
lower level of manufacturing activity this year than 
last.

The decline in activity was accompanied by abate
ment of inflationary pressures and an easing of de
mand for bank credit. In light of these developments, 
the discount rate at the Federal Reserve Banks was 
lowered from 3^ to 3 per cent in November.

The easing of inflationary pressures was apparent 
in the recent trend of prices. The general level of 
wholesale commodity prices was relatively stable 
from mid-October to mid-November, following a 
slight decrease in the preceding month. The consum
er price index, which had been rising almost steadily 
since early 1956, remained basically unchanged from 
September to October as lower food prices and trans
portation costs offset increases in other prices.

In the Eighth Federal Reserve District business 
conditions in November were mixed. Increases from 
October levels were registered by department store 
sales and by some manufacturing activities. On the 
other hand, the demand for bank credit expanded less 
than seasonally, and adverse weather conditions re
duced crop prospects.

Output of automobiles increased in November, fol
lowing model-changeover shutdowns in the preced
ing month. In Louisville, automobile assembly was 
interrupted by a work stoppage which began Novem
ber 5 and ended November 29. Household appliance 
production also increased a little during November. 
These increases were largely responsible for the de
cline in insured unemployment from mid-October to 
mid-November in the four largest district cities. In 
the latter part of November, however, insured unem
ployment turned up again, following seasonal layoffs 
in some industries and reduced employment in air
craft plants.

Despite the slight upturn recently, manufacturing 
activity in the district was apparently less than a year 
earlier. In October, manufacturing employment was 
below year-earlier levels in St. Louis and Louisville 
and about the same in Memphis, Evansville and Little 
Rock. In November, output of steel ingots, lumber, 
crude oil and meat was also less than a year earlier.

District construction activity, as indicated by con
struction contracts awarded, was somewhat greater 
than a year ago. For the first nine months of the 
year total contracts were 4 per cent greater than in 
the corresponding period last year compared with an 
advance of 2 per cent in the United States. The dis
trict gain resulted entirely from greater residential 
construction, primarily because of large contracts 
awarded early in the year for housing military per
sonnel at Fort Knox, Kentucky, and Little Rock Air 
Force Base. Nonresidential, public works and utili
ties construction contracts were slightly less than a 
year ago.

The overall district gain was not evenly distributed. 
In St. Louis and Louisville, construction contracts 
awarded for residential and nonresidential construc
tion were substantially less than a year ago. In Mem
phis, Little Rock and Evansville, however, contracts 
were a little larger. In Memphis and Evansville, the
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increase resulted from greater nonresidential building 
activity.

Consumer buying at district department stores in
creased less than the usual amount in October and 
was lower than a year earlier. The seasonally adjusted 
index of district department store sales fell sharply in 
October to the lowest level since June 1955. In the 
first three weeks of November sales rose somewhat 
more than the usual amount, indicating a little im
provement, but continued to fall short of year-earlier 
levels. The lag in consumer buying was attributed to 
a number of factors. The largest district declines from 
a year ago occurred in Memphis, where deterioration 
of cotton crop prospects affected consumer buying at
titudes, and in Louisville, where much of the decline 
was attributed to reduced employment and work 
stoppages.

District department store sales also mirrored the 
selective shifts in consumer buying. So far this year 
sales of house furnishings have lagged, while sales of 
clothing have been somewhat greater than a year ago.

Reflecting a somewhat smaller rise in personal in
comes in the district than in the nation so far this 
year, district sales have shown less strength. For the 
year to date, the nations department stores sold 1 per 
cent more than in the corresponding period a year 
ago, while district department store sales declined 1 
per cent.

During late October and the first three weeks of 
November, loan expansion at district weekly report
ing banks fell short of the seasonal growth. Total 
loans, except interbank, rose $8 million, about one- 
fifth the usual expansion at this time of year. The 
weakness centered in the business loan area; how
ever, this was somewhat alleviated in the weekended

November 20, as loans to commerce and industry 
rose strongly. Advances to commodity dealers were 
smaller than usual for this time of year, and sales fi
nance companies continued to repay bank loans. On 
the other hand, trade concerns and public utilities 
added more to their outstanding indebtedness than 
the average increase during the like weeks of recent 
years. Also, manufacturers of textiles, apparel and 
leather added on balance to their borrowings (pri
marily in the last week under review) in contrast to 
usual net repayments at this season. Loans to brok
ers and dealers for purchasing or carrying securities 
and on real estate declined moderately, and “other”, 
largely consumer, loans were virtually unchanged in 
the four weeks.

Adverse weather conditions in October and the 
first half of November reduced district crop prospects. 
In October, freezing temperatures occurring one to 
four weeks earlier than usual terminated growth and 
reduced yields of some cotton stands. In November 
heavy rains throughout much of the district, accom
panied by floods in some areas, hindered harvesting 
operations, cutting com and soybean yields, and fur
ther reduced cotton yields and quality. Damage to 
these crops was reported to be substantial in many 
areas, although estimates of the exact amount had not 
yet been determined. The unfavorable developments 
in October and November further aggravated the 
previous weakness in the farm sector of the dis
trict’s economy. For the first nine months of the 
year cash farm income in the Eighth District was 9 
per cent less than in the comparable period of 1956, 
although it was still 3 per cent higher than in the first 
three-quarters of 1955. The decline in agricultural 
income reflected primarily lower marketings as farm 
product prices continued to average higher than a 
year earlier.
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Released for publication January 5

A s  1957 DREW TO A CLOSE, business conditions 
were somewhat less sanguine than earlier. The trend 
of activity was downward in manufacturing, and 
unemployment was rising more than the usual amount. 
Yet there were some brighter aspects on the economic 
scene. Department store sales picked up more than 
seasonally in the first three weeks of December, pros
pects for home building improved and greater outlays 
for defense purposes appeared to be m the offing.

While the old year ended with a declining trend, 
economic activity in 1957 averaged higher than in
1956. Gross national product, personal income and 
spending were all about 5 per cent higher, according 
to the latest available information. But the greater 
part of the increase reflected higher prices and the 
gain in real terms was nominal. Total employment 
and the physical volume of industrial output, for 
example, probably exceeded 1956, but by less than 
one per cent. With the growth in population, income 
available for spending by each person, when adjusted 
for higher prices, was actually slightly less than in
1956.

The capital investment boom, which was a major 
force in the expansion of economic activity during
1956 and early 1957, apparently reached a peak dur
ing die year. According to the survey taken by the 
Department of Commerce and the Securities Ex
change Commission, planned outlays by business on 
new plant and equipment in the first quarter of 1958 
are 5 per cent below those of the fourth quarter of
1957. The decline follows the substantial expansion 
of plant capacity in recent years. With some manu
facturing firms operating at less than desired rates 
of capacity, tike pressure for additional plant facilities 
has been reduced. According to the Commerce-SEC 
Survey all major groups of industries intend to reduce 
capital outlays in the first quarter of the year more 
than is normal for that season. The largest decline, 
both relatively and in dollar amount, is anticipated 
by manufacturers.

With the weakening of inflationary tendencies and 
the declines in new orders received, a more cautious

attitude toward inventories has become apparent. 
Business inventories had been augmented moderately 
during die first three quarters of 1957, but in October 
stocks were reduced substantially. Inventory liquida
tion probably continued in November and early 
December as evidenced by the contraseasonal decline 
in bank loans to business.

Another factor in the decline of business activity 
has been the reduction in Government spending for 
military goods. In the third quarter of 1957, outlays 
for national security purposes were slightly less than 
in the preceding quarter and military ordering was 
substantially reduced. However, following recent de
velopments in the international situation, the rate of 
military spending may be increased in the months 
ahead. TTiere may also be a shift in emphasis on the 
type of weapons, machines and techniques, resulting 
in reduced activity for some producers and increases 
for others. Shifts in defense needs have already been 
felt in the Eighth District in reduced employment at 
ordnance and aircraft plants in the St. Louis and 
Louisville areas.

The decline in the demand for military and indus
trial equipment has been felt most severely in die 
nation by the metal and metal-fabricating industries. 
Largely reflecting the reduction in output of durable 
goods, total industrial production declined in October 
and November and a further decrease was indicated 
in December. In November industrial production, 
as measured by the Federal Reserve index, was about 
5 per cent less than a year earlier. Weakness was 
evident in the automobile industry, and output was 
cut back in December as dealers' inventories rose 
sharply. Producers were reported to be scheduling 
output for the first quarter of 1958 at less than a year 
ago, reflecting the slower sales pace of the 1958 
models.

The decline in industrial production in the past 
year is also apparent in die major metropolitan areas 
of the Eighth District. In November, manufacturing 
employment in these areas averaged 4 per cent less 
than a year ago, with declines occurring in St. Louis,
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Louisville, Memphis and Evansville. In Little Rock, 
however, manufacturing employment was virtuallv 
unchanged from the year-earlier level.

The easing of production apparently continued in 
December. Steel ingot production in the St. Louis 
area declined substantially from November to Decem
ber and was about a third less than a year earlier. 
Lumber output, livestock slaughter, coal production 
and freight carloadings likewise fell below year-earlier 
levels. Crude oil production, however, was at about 
the same pace.

While manufacturing activity declined, construc
tion activity in the district continued at a high level. 
The total value of construction contracts awarded in 
the first ten months of the year was 4 per cent larger 
than in the corresponding period of 1956. The dis
trict gain continued to result entirely from greater 
residential construction. Nonresidential, public works 
and utilities construction contracts fell below year- 
earlier levels. Residential construction contracts in the 
first ten months of the year totaled $525 million, an 
increase of $76 million over the corresponding period 
of 1956. The increase was approximately equal to the 
value of large residential projects at military installa
tions and other publicly owned housing included in 
contracts awarded in 1957.

Recently, there has been some upturn of private 
residential activity in the district. The value of con
tracts for housing in the district averaged about the 
same in the August-October period as in the first 
seven months of the year. However, in the three 
months ending in October nearly all of the contract 
value was for privately owned housing whereas in 
the first seven months publicly owned housing consti
tuted about one-fifth of the total.

The outlook for residential construction has been 
enhanced by recent developments and the Depart
ments of Labor and Commerce have forecast a 6 per 
cent increase in such expenditures in 1958. Greater 
availability of mortgage funds and continuing popula
tion growth may combine to bring increased residen
tial building in 1958. The recent decline in bond 
yields has made mortgages more attractive and the 
prospective decline in business capital outlays may 
reduce the pressure for investment funds.

The decline in business activity has been reflected 
in reduced demands for labor. Nonfarm employment 
in the nation, which usually rises between October 
and November, dropped by 300,000 and, for the first 
time in almost three years, fell below year-ago levels. 
Manufacturing jobs, which declined generally during

1957, numbered 625,000 below a year ago. The aver
age workweek of factory production workers also 
declined and in November was at the lowest level for 
that month since 1949. Employment in nonmanufac
turing industries also edged downward in November 
after about three years of consistent gains (allowing 
for seasonal variations). Employment in construction 
and transportation was less than a year earlier, but in 
other nonmanufacturing industries employment con
tinued above year-ago levels.

As demands for labor were reduced, unemployment 
turned upward more than seasonally in November 
and early December. In the week ended November 
16 there were an estimated 3.2 million unemployed,
5 per cent of the labor force (after seasonal adjust
ment) and 526,000 more than a year earlier. Insured 
unemployment continued to mount more rapidly than 
usual in November and early December.

In the St. Louis, Louisville, Memphis and Evans
ville areas, total nonfarm employment in November 
was slightly less than a year earlier. Preliminary indi
cators in December show unemployment in these 
cities was larger than a year earlier. In the four weeks 
ending December 21 unemployment insurance claims 
rose somewhat in St. Louis and Evansville, in contrast 
to declines in the corresponding period last year. In 
Memphis the increase was greater than a year ago, 
but in Louisville it was substantially less.

With employment leveling off and the average work
week being reduced, personal income declined slight
ly from August through November. Reflecting this 
decline and more cautious attitudes, consumers spent 
at a slower pace in the last few months of 1957. Retail 
sales, after allowance for seasonal variations, declined 
through November from the peak reached in August. 
In the first part of December new automobile sales 
were less than a year earlier. Department store sales 
in both district and nation, however, gained more 
than seasonally in the first three weeks of December 
and were about the same as a year earlier.

The easing of economic activity has been accom
panied by some reduction in the upward pressures on 
commodity prices and by actual price declines for 
some important commodities. Average wholesale 
prices have shown only minor variations since July, 
primarily as a result of seasonal movements in prices 
of farm products and processed foods. Average indus
trial commodity prices have shown little change. The 
upward pressure on consumer prices has also eased, 
and the index of consumer prices showed little change 
from August through October. In November the index
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increased slightly, reflecting primarily the higher prices 
(and lower discounts) on new models of automobiles. 
Government officials, however, expected a leveling off 
of the index in subsequent months.

Loan demand at district banks was heavier than 
usual during December. Total loans (except inter
bank) at weekly reporting banks in the district rose 
$34 million or 2 per cent during the four weeks ended 
December 18. Businesses and consumers accounted 
for the bulk of the loan expansion. In the business 
sector, sales finance companies and commodity deal
ers added $18 million and $13 million respectively to 
their outstanding indebtedness. On the other hand,

manufacturers of textiles, apparel and leather made 
larger net repayments of bank loans in the four weeks 
than the average net reductions in the like period of 
recent years. “Other” (largely consumer) loans rose 
$12 million or over 2 per cent. The expansion in these 
loans centered in banks at St. Louis, Louisville and 
Memphis.

On balance, district banks increased their invest
ment holdings $38 million during the four weeks. The 
increase was in all types of United States Government 
securities, stemming in large part from net purchases 
of the Treasury’s new certificates, notes and bonds in 
early December.
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OF CURRENT CONDtHONS
on Af̂ rc/̂  2

I N  JANUARY AND FEBRUARY Eighth District 
business activity behaved much like that of the nation. 
The decline in manufacturing activity that began last 
faH continued, although there were scattered signs of 
improvement in some lines. Unemployment rose in 
the district's principal metropolitan areas and the two 
largest, St. Louis and Louisville, were classiBed by 
the Department of Labor in January as areas of sub
stantial labor surplus. During much of February 
extreme cold interfered with construction and other 
outdoor work and necessitated a brief curtailment of 
production at some industrial plants in order to con
serve fuel. Bank loan volume declined more than 
seasonally. Sales at reporting department stores of the 
district were about 9 per cent smaller in the four 
weeks ending February 22 than in the same period a 
year ago.

Much of the decline in Eighth District manufactur
ing activity has been concentrated in the durable 
goods industries which have been most affected 
nationally. Reductions in ordnance production have 
affected St. Louis, Louisville and several smaller cities 
of Arkansas and Tennessee. Auto assembly plants in 
St. Louis, Louisville, Evansville and Memphis have 
cut production and employment since November. The 
number of automobiles assembled in the nation dur
ing January and the first half of February was more 
than 20 per cent smaller than the number produced 
in the same weeks of 1957.

Production of major household appliances, which 
was well below year-ago levels in January at several 
district centers, may have picked up somewhat in 
February, according to reports of recalls of workers 
at some plants which had been temporarily shut down 
or on reduced schedules. St. Louis area steel ingot 
production was 10 per cent higher in February than 
in January. However, part of the improvement in 
steel output was attributed to a production adjust
ment at one mill in order to permit shutting down 
some equipment for overhaul soon. February output 
was still 19 per cent smaller than that of a year earlier.

Lumber production has recently shown improve
ment also. Southern pine output in the month of 
February was higher than in January or December. 
Hardwood output improved slightly in February but

was smaller than a year ago. The bad weather which 
began around the middle of the month, however, 
probably interrupted logging operations.

Unemployment in the St. Louis area was estimated 
to be more than 7 per cent of the civilian labor force 
in the middle of January. Total employment had de
clined by more than 24,000 between November and 
January. Manufacturing employment declined by 
8,500, with all but about 15 per cent of the drop 
occurring in durable goods plants. The rest of the 
employment decline was in nonmanufacturing which 
usually drops sharply after the Christmas shopping 
season. However, the decline in trade employment 
was greater than seasonal. Unemployment compensa
tion claims data suggest that St. Louis area unemploy
ment may not have grown further between mid-Jan
uary and mid-February.

During the two months ended February 19 bank 
loans contracted more than usual in the district as well 
as in the rest of the nation. Total loans at district 
weekly reporting banks declined $137 million, or 8 
per cent as all major loan categories were down. Com
mercial and industrial firms accounted for most of the 
reduction in loan volume, with a decline of $95 mil
lion, or 11 per cent, in their debt to the reporting 
banks. During the like period last year they reduced 
their indebtedness about 6 per cent. Despite the large 
decline, these Rrms added to their outstanding loans 
during the week ended February 19. In the two 
months processors and distributors of agricultural 
products, sales finance companies and trade concerns 
made the largest net repayments, aggregating more 
than $90 million. In most part the reduction by sales 
finance companies reflected repayments of heavy bank 
borrowing by these firms in December. Declines in 
loans to manufacturers of food, liquor, tobacco, metals 
and metal products and to trade concerns probably 
reflected some inventory trimming. Manufacturers of 
textiles, apparel and leather, petroleum, coal, chemi
cals and rubber added on balance; however, the addi
tions were less than average for this time of year.

Consumers also reduced their outstanding indebt
edness in the period as indicated by a $36 million, or
7 per cent, decline in "other," largely consumer, loans. 
Preliminary data show that outstanding amounts of
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aH types of consumer paper were reduced in January. 
Automobile paper and personal instalment loans 
showed substantially larger repayments in January  
this year than during January 1957.

Time deposits of all district member banks contin
ued to expand; at the end of January these deposits 
amounted to $1.4 billion, or 7 per cent higher than at 
the end of January 1957. In total, growth in time 
deposits in the twelve months ending January 31, 
1958 was slightly less than during the like period a 
year earlier; however, at banks in the smaller urban 
areas the rate of saving in the current twelve months 
was somewhat more pronounced than during the like 
months ending January 1957.

The changes in Eighth District business activity 
have been taking place against a background of, or 
rather as part of, a national recession. Between the 
third and fourth quarters of 1957, total gross national 
product declined $7.4 billion (seasonally adjusted 
annual rate). Industrial production dropped 8 per 
cent from August of last year to January with dur
able manufacturing declining by 12 per cent. Total 
civilian employment declined 4.2 million in the same 
period, and unemployment increased by 1.9 million, 
to 4.5 million at mid-January.

Despite the contraction of business activity, total 
personal income declined by but $3.7 billion ( annual 
rate), or about 1 per cent, between August and Jan
uary. Over the period a $5.1 billion decline in labor 
income (wage and salary disbursements and other 
labor income) was partially offset by a $2.1 billion 
increase in transfer payments (which include unem
ployment compensation), while other types of income 
showed little change.

Some of the principal influences in the business 
downturn are a reduction in business spending for 
plant and equipment, a shift of emphasis in the de
fense program from conventional ordnance and air
craft to other types of weapons, a shift of consumer 
spending away from durable goods (especially auto
mobiles) toward nondurables and services, and a 
reduction of business inventories. All of these changes 
in demand for current production have had their 
greatest direct effects upon durable goods manufac
turing, and upon the mining and transportation activ
ities associated with production of durable goods. In 
the previous two recessions the national economy ad
justed to demand changes of comparable magnitude 
and gross national product turned up after declining 
for less than a year in each instance.

One of the keys to whether or not the current re
cession will be worse than the two preceding ones is

the behavior of consumers. Total retail sales, season
ally adjusted, declined slightly between August and 
December but increased in January to the August 
level, according to preliminary estimates. However, 
department store sales declined in February and sales 
of new automobiles continued to show marked weak
ness in terms of numbers sold. The number of new 
cars sold in early February was nearly 30 per cent 
smaller than the number sold in the same period of 
1957. It is interesting to note, however, that used 
car sales in January were nearly at the year-ago rate, 
and sales of imported cars and one domestically pro
duced small car were considerably higher than last 
year.

Investment spending is another major determinant 
of the economy's course. While business spending for 
plant and equipment and inventories is currently 
lower than it was last year, expenditures for new 
construction have continued at a high level after sea
sonal adjustment. Outlays for new construction put 
in place in January were about the same as in Decem
ber and were above the average for the year 1957, 
the highest on record. The declines in interest rates 
which have occurred since November could be ex
pected to encourage maintenance of expenditures for 
construction, since construction activity in the past 
has been somewhat sensitive to interest rate changes. 
Private residential building in particular has shown 
wide changes in volume as availability of mortgage 
funds has varied. Private nonfarm housing starts in 
January increased to a 1.03 million annual rate, sea
sonally adjusted. Applications for F.H.A. commit
ments also showed a marked increase in that month.

On February 19 the Board of Governors of the Fed
eral Reserve System, in a move to make additional 
reserves available to the banking system, reduced by 
/2 of 1 percentage point reserves required to be main
tained by member banks of the Federal Reserve Sys
tem against demand deposits. This action was expected 
to release about $500 million from required reserves. 
For Central Reserve City Banks the reduction from 
20 per cent to 19% per cent of net demand deposits 
would release about $125 million of reserves. At 
Reserve City Banks, the reduction from 18 per cent 
to 17% per cent would release about $195 million, and 
at Country Banks the change from 12 per cent to 11% 
per cent would release approximately $180 million. 
For Central Reserve City and Reserve City Banks, the 
effective date for the new requirements is February 
27, 1958, and for Country Banks, March 1, 1958. In
creasing the reserves available to the banking system 
should enable banks to increase their investments and 
their loans if credit-worthy opportunities appear.
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OF CURRENT CONDITIONS

Business activity continued to decline in the early months of 1958 both nationally and in 
the district. Gross national product was smaller in the first quarter. Latest data indicate 
that industrial production both in the nation and the district was down. Civilian employ
ment in April rose about seasonally and unemployment declined only slightly.

In the N ation  .

Gross national product shrank about 2 per cent between 
the fourth quarter of 1957 and the first quarter of 1958 on 
a seasonally adjusted basis, reflecting the general decline 
of economic activity since last fall.

Business inventories were further reduced in the first three 
months of this year at an annual rate of $7.5 billion com
pared to the liquidation rate of $2.7 billion in the fourth 
quarter of 1957.

Total government expenditures rose in the first quarter of 
1958. State and local governments increased spending for 
goods and services. In addition, payments of unemploy
ment benefits and other transfer payments increased.

The nation’s consumers had less income to spend during 
the first quarter of 1958 than during the previous quarter. 
Total personal income has declined each month since last 
August. The seasonally adjusted annual rate of personal 
income in March at $341.4 billion was $2.2 billion less 
than January but $1.2 billion greater than March 1957. 
Expenditures for personal consumption declined $1.4 bil
lion and $1.5 billion less went into savings. Spending 
increased for services and nondurable goods but decreased 
$2.9 billion for durable goods.

Farm income increased in early 1958 despite declining 
activity in other sectors of the economy. Sales of farm 
commodities, according to preliminary data, were $4.85 
billion in the first two months of this year compared to 
$4.59 billion in January and February of 1957. Realized 
net income to farm operators in the first quarter of 1958 
was estimated at the seasonally adjusted annual rate of 
$13.0 billion, compared with $11.5 billion in the fourth 
quarter of last year.

Labor income (wages and salaries) of $241.0 billion in 
March was $3.9 billion less than in January and $4.0 bil
lion under the March level of last year. A balancing factor 
has been the increase in unemployment compensation and 
other transfer payments, such as old age pensions. Average 
weekly earnings of factory workers in March were down 
from January, although average hourly earnings were the 
same. Weekly earnings were less the first quarter this year 
than in either the last quarter of 1957 or the same quarter 
a year ago largely because of the shortened work week.

Total civilian employment rose about seasonally between 
March and April, but April employment was 2 per cent, 
or 1.4 million less than a year ago.

Total unemployment at 5.1 million changed little between 
March and April, but on a seasonally adjusted basis it 
increased 8 per cent. Seven and one-half per cent of the 
labor force was unemployed this year (seasonally adjusted 
basis) compared to 4.0 per cent last April.

Output of the nation’s factories and mines declined again
in March. The industrial production index fell for the 
seventh consecutive month with only the foods, beverages 
and tobacco group (and probably lumber and products) 
showing any increase in output since the end of 1957.

Steel production in March fell for the sixth consecutive 
month but the February to March weekly average decline 
of 34 thousand net tons or 2 per cent was the smallest 
decline of any month since October 1957. Steel mills oper
ated at 48 per cent of capacity in early April, compared to 
52.9 per cent in early March and 90.5 per cent in early 
April 1957.

Crude oil production from January 1 through April 5, 
1958, was about 11 per cent less than for the same period 
last year. Both crude oil and gasoline stocks were substan
tially higher in early April than last year levels, but in 
recent weeks gasoline stocks have declined.

Bituminous coal production changed little between Feb
ruary and March. But output in March was 26 per cent 
under that of a year earlier.

First quarter car and truck production was 29 per cent less
this year than in the first quarter of 1957. Output in the 
four weeks ending April 28 was 39 per cent below that 
in the comparable period of a year ago.
Inventories, sales and new orders of manufacturing indus
tries dropped from January to February. February inven
tories were about the same as a year ago, but orders and 
sales were considerably less this year. However, inventories 
were rising in early 1957 but have been declining in recent 
months.
The seasonally adjusted rate of private construction expen
ditures in March was down slightly from February and the 
same as in March of last year. Private nonfarm housing 
starts in March (seasonally adjusted) dropped slightly from
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the previous month but were under starts of last year by 
9 per cent or 8,000 units. Applications for FHA commit
ments increased by 4,400 (21 per cent) from February to 
March and requests for VA appraisals rose 3,100 (58 per 
cent).

Total retail sales dropped 5 per cent from January to March 
on a seasonally adjusted basis and March sales were 2 per 
cent under those of a year ago. Department store sales, 
seasonally adjusted, were about the same in March as in 
January, but were 5 per cent under March 1957 sales.
Consumer prices in March were 3.7 per cent higher than a 
year ago. Food prices increased as prices of farm commod
ities rose. Cost of medical care and recreation also rose. 
Wholesale prices of industrial products were about the 
same as in recent months.
The seasonally adjusted privately held demand deposits 
and currency of the country rose in March and probably 
again in April, primarily as a result of a considerable in
crease in commercial bank holdings of investments. Time 
deposits, likewise, have been rising rapidly, partly because 
funds formerly invested in short-term Governments were 
seeking more profitable outlets with the decline in yields 
on these and other marketable securities.
Required reserves were reduced in March and again in 
April enabling member banks to create more credit. Also, 
discount rates were marked down one per cent in the period 
to a level of 1.75 per cent, and open market operations were 
conducted so as to foster an easy tone in the money market.
Business loans expanded less than 1 per cent at weekly 
reporting banks in leading cities during March and the, first 
half of April compared to a 4 per cent increase in the cor
responding period last year. The lack of strength reflected 
in large measure a trimming of business inventories. Re
payments of real estate and consumer credit were greater 
than new extensions. On the other hand,' loans to pur
chase or carry securities increased.

In the District . . .
Nonfarm employment in the district’s large metropolitan 
areas did not change much between February and March. 
A slight increase occurred in St. Louis, Memphis, Little 
Rock and Evansville, with no change in Louisville. Manu
facturing employment was the same in Memphis and 
Evansville. A small decrease occurred in St. Louis and 
Louisville while Little Rock showed a small increase.
Unemployment in the district’s large metropolitan areas 
was still rather high in March. As a per cent of the total 
labor force, unemployment amounted to 6.0 in Little Rock, 
7.4 in Memphis, 8.5 in St. Louis, 9.5 in Louisville and 10.8 
in Evansville. Two small labor market areas, Greenville, 
Mississippi, and Flat River-DeSoto-Festus, Missouri, were 
recently added to the list of surplus labor areas. The 
Greenville area produces building materials and the Mis
souri region produces lead, cement and glass products.
Construction picked up seasonally. The number of con
struction workers increased between February and March 
by 10 per cent or more in St. Louis, Little Rock and Mem
phis with smaller increases in Evansville and Louisville. 
District construction contract awards in the first two months 
of 1958 were down 15 per cent from awards in the same 
months last year. Nonresidential awards were up 33 per 
cent, but contracts awarded for public works and utilities 
were down 20 per cent, and residential awards were down 
41 per cent.

Southern pine production increased considerably in March 
and early April from the January and February levels. 
Furthermore, production during the first quarter of 1958 
was about one per cent greater than the same quarter of 
1957. Southern hardwood mills were operating at the 
same capacity in March as in the two previous months but 
first quarter operations this year were only at 69 per cent 
of capacity compared to 83 per cent in the first quarter 
of 1957.

April meat processing activity in the St. Louis area declined
13 per cent from the March level and was 15 per cent less 
than in April 1957.
Illinois coal mines produced seven per cent less coal in
March than in February and less than in the same month 
last year.
Crude oil production in the first quarter averaged about 
one per cent less than in the fourth quarter of 1957 and 
about two per cent less than in the first three months 
of 1957.

St. Louis area steel mills operated at 61 per cent of capa
city in April compared to an average of 76 per cent in the 
first quarter of 1958, 79.3 in the last quarter of 1957 and 
96.7 in the first quarter of 1957. These operations have 
exceeded the national average in recent months.

Motor vehicle and appliance production in the district was 
cut further in March and April as plants closed at various 
periods and more layoffs occurred. Manhours were also 
reduced during March and April in district plants which 
produce tires, auto frames, carburetors, head lights and 
other auto supplies. Production cuts in appliances and 
plumbing equipment particularly affected the Louisville 
area, and although a new refrigerator was scheduled for 
production in May at Evansville, it was not expected to 
require additional workers.

Commercial and industrial concerns paid off $16 million 
of indebtedness at district weekly reporting member banks 
during the seven weeks ending April 16, despite large bor
rowing by some firms to meet income taxes. Normally 
business loans contract much less sharply at this time. 
Repayments reflected refinancing in the capital markets, 
primarily by public utilities, and inventory contraction.

Investment holdings of the reporting banks rose sub
stantially ($104 million or 9 per cent) during the seven 
weeks ended April 16. Deposits moved up abruptly as a 
result of both the movements of funds into the area and 
the large net purchase of securities.
District department store sales from January 1 through 
April 19 were down five per cent from the same period 
in 1957.

District weather conditions for farming vary from good or 
excellent in the North to poor in the Southern States. 
Field work increased in Missouri during the last half of 
April and farm work in Illinois was well advanced for the 
season. But, rain and somewhat colder than normal weath
er have retarded cotton planting in Tennessee, Arkansas 
and Mississippi.

District farm commodity sales were down 5 per cent in the
first two months of 1958 compared to the first two months 
of 1957. Crop sales were down in all district states, but 
livestock sales were up. Prices of major district farm com
modities continued upward in the four weeks ending 
April 11 and on April 11 averaged almost ten per cent 
above their level of the previous year.
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O F  CURRENT C O N D ! T ) O N S

T  M ID -YEA R, hopeful signs of a firming trend in 
the economy are emerging. Some slowing of the 
decline was evident in May and June, when several 
key indicators registered the best showing since the 
beginning of the recession.

A possible sign of improvement is the rise in the 
basic steel industry. Steel mill operations had dropped 
to 47 per cent of capacity during April. After eight 
successive weekly gains, production in the week end
ing June 21 was 1.73 million tons with mills running 
at 64 per cent of capacity. An upsurge in activity at 
steel plants in the St. Louis area brought production 
from 61 per cent of capacity in April to 95 per cent 
in June, the highest rate since the beginning of the 
downturn last fall. However, the prospect of a price 
rise in July makes the substantial gain in steel pro
duction and shipments difficult to assess, since some 
of the upturn may have resulted from hedge buying. 
On the other hand, consumption has run ahead of 
production all of this year and replenishment of 
depleted inventories probably accounts for some of 
the increase.

Auto production in May was up from the April 
rate and continued firm in June, but output was still 
down about one-third from year-ago levels. More 
cutbacks are scheduled for early summer in prepara
tion for the new models.

The increased activity in steel and autos was re- 
Hected in the Federal Reserve Board's national index 
of industrial production, which edged up one point in 
May to 127 per cent of the 1947-1949 average. This 
was the Rrst month-to-month gain in the index since 
June 1957. Improvement was also shown by the num
ber of railroad cars moving ores, grain, and finished 
products. Freight car loadings reached 622,000 on 
June 14, the highest recorded this year.

D istrict lumber production is up. Southern pine 
output has been running ahead of year-ago levels 
since the middle of May, and in the week ending 
June 14 was 13 per cent over the like week in 1957. 
Hardwood mills which have been running at about 
70 per cent of capacity increased in June to 82 per 
cent. Output of aluminum and lead, however, was 
cut in May at district plants.

Stimulated by an increase in the supply of mort
gage money and liberalization of VA and FHA terms,

new nonfarm private housing starts in the nation 
moved upward from an annual rate of 950,000 in 
April to about 1,000,000 in May. Applications for 
FHA insurance of mortgages on proposed one to four- 
family-homes rose sharply to the highest level since 
early 1955, suggesting a further expansion in building 
activity.

Personal income, which has been maintained at a 
relatively high rate throughout the recession, has 
been rising for three successive months. Gains in 
March and April stemmed largely from increases in 
unemployment compensation and a rise in social 
security benefit payments. In May, however, the gain 
of $1.2 billion included a $700 million gain in wages 
and salaries, the first increase from this source since 
last August.

The number of persons receiving unemployment 
benefits, which had mounted steadily since last fall, 
began leveling off in mid-April. By the end of May, 
insured unemployment was about the same as in Jan
uary of this year. The drop in insured unemploy
ment between April and May was the result of more 
than 200,000 persons exhausting their benefit rights 
and some persons being recalled to work. Total unem
ployment, although improved by the recall of workers 
(especially those engaged in outdoor w ork), was 
aggravated by the usual spring entrance of students 
to the labor force.

Unemployment in the major metropolitan areas of 
the Eighth Federal Reserve D istrict was reduced 
slightly between April and May. The number of 
claimants for unemployment insurance decreased from 
mid-April to m id-M ay in E v a n sv ille , Little Rock, 
Memphis, and St. Louis but increased in Louisville. 
Mid-June insured unemployment decreased in all five 
areas from mid-May levels.

Nationally, nonagricultural employment in May 
showed an increase over April, which was the first 
better than seasonal rise since last August. M anufac
turing employment fell again in May and was 1.7 
million, or 10 per cent, under that of a year ago. Sea
sonal resumption of construction activity was the big 
factor in offsetting the decrease in manufacturing em
ployment between April and May. Although the num
ber of people working in the nation's factories in May 
was down from April, the average number of hours 
worked per week was up slightly.
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In the five largest district metropolitan areas, em
ployment remained at about the same levels from 
April to May. W ith the exception of Little Rock and 
St. Louis, February employment was at the 1958 low 
point in district areas. A February to May compari
son shows employment increases of less than 1 per 
cent in Evansville and Memphis, white Louisville had 
the same number employed in May as February. 
L ittle Rock has had increases each month since the 
beginning of the year, but St. Louis area employment 
was at its 1958 low point in May.

Unemployment averaged 8 to 10 per cent of the 
labor force in May in Evansville, Louisville, Memphis 
and St. Louis. W ith the addition of Memphis on 
May 28, all four areas are now officially classified by 
the Department of Labor as areas of substantial labor 
surplus. In May a year ago unemployment averaged 
between 4 and 5 per cent in these areas.

Consumer spending has held at a high rate all year, 
although the pattern of spending has changed, with 
less going for durable goods and more for nondurables 
and services. Nationally, total retail and department 
store sales in May were slightly less than a year ago. 
At district department stores, sales through June 21 
were down 4 per cent from last year.

Another factor to be taken into account is the re
duced outlay for plant and equipment. According to 
the latest Commerce D epartm ent-SEC Survey, antici
pated business outlays for fixed capital in 1958 will be 
$30.8 billion, 17 per cent less than actual expenditures 
in 1957.

Earning assets of district weekly reporting banks 
rose $42 million from mid-April through June 18, 
with all of the growth occurring in investment hold
ings. Holdings of United States Government bonds 
increased $45 million in the nine weeks. Businesses, 
on the other hand, reduced their indebtedness at 
district banks at a somewhat sharper rate than in the 
like period of recent years. Net repayments of these 
loans amounted to $40 million, or 5 per cent.

Partially offsetting the contraction in business loans 
were sizable net increases ($28 million) in loans on 
securities, primarily to brokers and dealers. In late 
May and early June, loans on securities at district 
weekly reporting banks exceeded $100 million, the 
highest level of borrowings on securities at these banks 
since early 1946. "Other," largely consumer, loans 
rose moderately, while advances to finance real estate 
declined somewhat.

The recent changes in business loans and investment

holdings of district banks, which have been occurring 
for several months, reflect reduced business activity 
and a n o n restric tiv e  monetary policy. In v estm en t 
holdings of weekly reporting banks in the district, as 
well as in the rest of the nation, have increased sub
stantially in recent months, as can be seen from the 
accompanying chart, which shows the cumulative

LOANS AND !NVESTMENTS WEEKLY REPORUNG BANKS
Bittion DoHars

changes in bank loans and investments since the 
beginning of the year. Largely as a result of the 
lowered reserve requirements on demand deposits of 
banks and the smaller demand for business loans, dis
trict weekly reporting banks have purchased invest
ments on balance. Investments of district banks at the 
beginning of the year were 40 per cent of total earn
ing assets, whereas on June 18 these holdings con
stituted 45 per cent of the total.

In contrast to the sizable loan contraction at the 
urban banks during the first half of the year, indica
tions are that the rural area banks extended an aver
age amount of credit in the Erst half of this year.
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