
C o n s u m e r s  H a v e  M o n e y  i n  T h e i r  P o c k e t s

After having cut down on their spending for several 
months, Sixth District consumers boosted their purchases 
during the second quarter of 1954. Department store sales 
in April, for instance, after seasonal adjustment for a late 
Easter, were 9 percent above March. Furthermore, May 
and June sales continued above first-quarter levels.

But the real story of what consumers did in the first 
half is not told in the apparent sales revival. Rather, it is 
revealed in the definite continuation of a paradox that 
started in the second half of 1953. The paradox is that 
consumers have increased their long-term savings and 
reduced their instalment debts at the very time that incomes 
and spending were declining. As a result, they have more 
cash assets in reserve than ever before. A  better under
standing of the paradox, however, requires a closer look at 
the factors involved— income, spending, and savings.

Incom e Off S lightly; Spending Off M ore
Although total income is still above last year, it has been 

declining slightly from quarter to quarter since mid-1953. 
Furthermore in each successive quarter, it has shown less 
growth from a year earlier. Preliminary estimates for the 
first quarter of 1954 show agricultural and manufacturing 
income in the District states down from that period of 
last year. These declines, however, were offset by gains 
in the trade, service, and finance sectors and by larger 
Government payrolls. In the District, first-quarter income, 
before adjustment for seasonal variation, was 3 percent 
above last year, compared with one percent in the nation.
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Consumers spent a little less than 300 million dollars at 
District department stores during the first half of 1954, or
2 percent less than the comparable amount for 1953. The 
first half this year was $pily the stores’ second best in his
tory, even though it was significantly under the peak period 
last year— May through August. One thing that hurt was 
the after Christmas lull; at the end of March, department 
store sales were 13 percent below yast year’s May high.

New automobile sales also fell more than usual right 
after the beginning of the year and did not pick up as 
normally would be expected. District sales through April

were still barely above last year, but their lead is shrinking 
steadily as last year’s peak months are approaching.

Increased Savin gs and Sm aller Debt
With the cut in spending exceeding the slight drop in in

comes, people have had more money to save. In the District 
they even managed to maintain their high rate of saving 
in April, when their department store spending jumped 
substantially. Their time deposits, life insurance holdings, 
and savings and loan shares have all shown considerable 
increases over last year, which more than made up the 
net redemptions in savings bonds.
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Another part of consumer saving was in the form of old 
debt repayment. Many people who bought “on the cuff” 
last year were having to make large payments each month 
this year. District residents had bought a large number of 
automobiles and lots of household appliances in 1953, as 
they had done ever since credit controls were taken off, 
with the result that the instalment debt outstanding at com
mercial banks grew continuously through last October.

This year, new instalment sales of automobiles and 
appliances have been lower, and so far instalment loans 
have failed to make even the usual seasonal rises. The 
small amounts of these new loans, together with large 
repayments of old debts, have reduced total credit out
standing steadily. In April consumer debt at commercial 
banks was 7 percent below the 1953 October peak.

W hat W ill They Do w ith  Their Savings?
Any prediction of future consumer spending must take 

account of this increased rate of saving that has developed. 
Also, the high level of resources that consumers have 
accumulated cannot be ignored. If District residents remain 
bearish, they will continue to save sizable portions of their 
income, and consumer spending will not increase unless 
incomes rise sharply. But, if consumers should decide to 
spend the cash they have saved or to borrow from their 
replenished credit resources, present savings could be the 
most important factor in the consumer spending picture.
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