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D is t r ic t  S u m m a ry  

o f  B u s in e s s  C o n d it io n s
October was the third consecutive month in which the value 
of construction contracts awarded in the Sixth Federal Re
serve District exceeded all previous high levels. The October 
total was nearly three times that for October 1940 and the 
January-October total was 60 per cent greater than for that 
part of last year. Pig iron production was up 5 per cent from 
September, and textile operations increased slightly. Depart
ment store sales, however, following an unusual rise in 
August and a smaller than seasonal gain in September, ac
tually declined in October, and wholesale trade changed 
little from September.
^Department store sales, although down from September 
when there is usually an increase, continued well above the 
corresponding month of last year. It is reasonable to assume 
that a part, at least, of the August gain was probably the 
result of buying in anticipation of the effective date of the 
Consumer Credit Regulations, and the less-than-seasonal rise 
in September seems to support this line of reasoning. It may 
well be that the decline from September to October was partly 
a result of the imposition of excise taxes effective October 1. 
The unadjusted October index, however, is the highest for 
that month since the year 1927, and the adjusted index, at 
125 per cent of the 1935-1939 average, has been equalled in 
October only in the year 1920, and never exceeded in that 
month. In die list of reporting cities Birmingham, Chatta
nooga, and Jackson had the largest increases, 27 per cent, 
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S o m e  A s p e c t s  

o f  t h e  C o tto n  S itu a t io n
During the past year, the cotton outlook has greatly improved. 
Prices have risen to the highest level in more than twelve 
years. This has been the result chiefly of a tremendous in
crease in domestic cotton consumption that offset a drastic 
decline in the volume of cotton exported.

The current high level of cotton consumption has a doubly 
stimulative effect on the economy of the Southeastern States. 
Not only does it tend to strengthen the market price of raw 
cotton, but it results in a high level of industrial activity in 
the textile manufacturing centers as well. The table on page 
61 gives the figures on cotton consumption in Alabama, 
Georgia, and Tennessee from August 1922 to October
1941, inclusive.
► The primary cause of the great increase in cotton consump
tion in the last twelve months has been the tremendous de
mands of the defense program, both direct and indirect. The 
direct demand has taken the form of War Department orders 
for uniforms, tents, et cetera, while the indirect demand repre
sents increased civilian purchases of cotton goods brought 
about by the great rise in consumer incomes since the incep
tion of the defense program.

The United States Department of Commerce estimates, on 
the basis of consumption in the first eight months of 1941, 
that total cotton consumption in the United States for the full 
calendar year will be about 37.2 pounds per capita. This is an 
astonishingly high rate of consumption. In the two war years 
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of 1917 and 1918, average per capita cotton consumption was 
only 29.1 pounds and, in the prosperous years of 1927-29, 
only 26.5 pounds per year. The accompanying table of figures 
on cotton consumption in Alabama, Georgia, and Tennessee— 
the only states in this District in which the cotton textile in
dustry is important—reflect the trend. This table has been car
ried back to August 1,1922, so that it also serves to picture, in 
a rough way, the growth of the industry in this area during 
the past two decades.

Over the long term, of course, the discovery of new uses for 
cotton is one of the most important factors in bringing about 
per capita increases in cotton consumption. Several research 
organizations, such as the Cotton-Textile Institute, the Na
tional Cotton Council, the Textile Foundation, and the United 
States Institute of Textile Research, are working to develop 
new domestic uses and markets for cotton and its products. 
New technical developments have played an important part in 
bringing about the great increase in domestic cotton consump
tion in recent years.
► Apart from Government crop loan programs, the export 
market has traditionally been the factor that, with domestic 
consumption, made up the cotton demand picture. However, 
the crop year just past—that ended July 31, 1941—saw cotton 
exports fall to 1.1 million bales, the lowest figure since the 
1860’s.

The high point of cotton exports during the past two dec
ades was reached in the crop year ended July 31, 1927, when
10.9 million bales of domestic lint cotton was exported. In the 
late 1920’s and early 1930’s, annual cotton exports fluctuated 
between about 6.5 and 8.5 million bales. Exports declined in 
the latter half of the 1930’s and reached a low of 3.3 million 
bales in the year ended July 31,1939. The following year saw 
a tremendous increase in cotton exports percentagewise and
6 .2  million bales were sold abroad. Then came last year’s col
lapse of the export market. Currently, cotton exports are run
ning at a rate which indicates that the 1942 crop year will be 
somewhat better than 1941 so far as exports are concerned. 
Nevertheless, it seems likely that for the duration of the war, 
at least, cotton exports will remain at relatively low figures.

The war is, of course, the reason that exports of cotton from 
this country declined so precipitously in the 1941 crop year. 
However, in recent years Brazilian, Indian, and Egyptian cot
ton growers have been gradually taking over larger propor
tions of the world cotton market. This has resulted primarily 
from the fact that the price of American cotton in world mar
kets has been above that of the other growers. In order to 
counteract this trend and to encourage the use of American 
cotton in world markets, the government has recently insti
tuted a program of cotton export subsidies. This program 
aims at making it possible for American growers to compete 
on a price basis in world cotton markets.
► Two programs have been announced to expedite this policy. 
The first provides that “the persons who furnish satisfactory 
evidence of having exported cotton within a fixed period, or 
who executed a bond guaranteeing the exportation of cotton, 
will be offered 1937 crop cotton now owned by the Commod
ity Credit Corporation.” To come within the terms of this pro
gram the cotton has to be exported between September 18,

1941, and July 31, 1942. Sales of Commodity Credit Corpo
ration cotton are now limited by law to 1.5 million bales per 
year. The base price of cotton released under this program 
has been set at 13.25 cents per pound for Middling 15/16 
inch cotton “at warehouse locations in the Group B mill area 
of the Carolinas.” The price obtaining at other locations is 
computed by a system of differentials based on locations and 
freight rates.

The second program for encouraging the sale of American 
cotton abroad was announced on September 27, 1941, and be
came effective on September 29. This program is designed to 
encourage the sale of American cotton to Canada particularly, 
and at first involved a subsidy of 2.5 cents per pound, net 
weight basis, on cotton exported to Canada. On October 22, 
1941, however, the subsidy was raised to 3 cents per pound. It 
has been estimated that “this will in effect make the price of 
1937 crop cotton, released by the Commodity Credit Corpora
tion for export, 10.25 cents per pound, compared with the cur
rent domestic market price of 16 cents.”

It is worthy of comment that whereas price disparities are 
all-important in peace-time in determining relative sales of 
the exporting nations, in war-time other factors become im
portant, too. At the present time, for instance, international 
cotton purchasers are governed by the impact of foreign ex
change regulations and the availability of shipping space, as 
well as by price differentials.
► The high rate of domestic consumption and the high price 
of cotton—on November 14 the ten-market price for Middling 
15/16 cotton was 16.39 cents, up 68 per cent over November 
1940—are bringing about a reduction in the government 
stock piles built up under the cotton loan policies of recent 
years. On August 31, 1941, total government holdings of cot
ton were 6.4 million bales, including 6.1 million bales from 
the 1934 and 1937 crops, and 0.3 million bales held as collat
eral on loans to growers. This was the result of a very rapid 
reduction from the government holdings of 11.1 million bales 
earlier in the year.

The greatly improved price situation in the cotton markets 
is reflected by the decline in Commodity Credit Corporation 
loans this year as compared with 1940. Through November 
15, 1941, the Commodity Credit Corporation had made a total 
of 389.1 thousand loans on 664.9 thousand bales of 1941 crop 
cotton. Almost half of this loan cotton was grown in the Texas 
area. In the corresponding period of 1940 loans were made on 
about 1900.0 thousand bales of cotton, approximately three 
times the number of bales that have entered the loan so far 
this year. On the basis of this year’s crop estimate, the current 
high demand for cotton, and the increased price, it is expected 
that only 2 million bales of the 1941 crop will be put under 
loan.

The current supply of cotton for domestic use is 22.9 mil
lion bales. This is about the same as in the previous year. The 
carry-over on August 1,1941, was more than 12 million bales, 
larger than any previous year with the single exception of
1939, when it ran 13 million bales. In 1942 planted acreage 
will approximate 22 to 24 million acres. The total for 1941 
was 23.5 million. With average yield and continued consump
tion at present levels a further reduction of stocks held should 
be effected. Cotton production in the Southeast since 1926 
is pictured in the chart on page 59. B. B.
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