
Construction Is Still Booming
Although descriptions of the current state of business may 
differ, they all agree that construction is one sector of the 
economy which is booming. Expenditures on new con
struction in the United States reached an all-time peak last 
year and this record may be broken in 1954, since outlays 
during the first seven months of the year were running ahead 
of the like period of 1953 by 3 percent. Contract awards 
in 37 states east of the Rockies, for which the F. W. Dodge 
Corporation collects data, were up 14 percent this year.

The Sixth District shared in the nation’s high rate of 
building activity. During the first half of 1954, construction 
contracts awarded in the District states increased 21 per
cent, the value of total contracts awarded during that period 
being the highest recorded for any January-June period. 
It was, however, lower than for the second half of 1952 
because of the influence at that time of a near half-billion- 
dollar award for an atomic energy contract.

Construction has been a more important source of in
come in District states for several years than it has in the 
nation. In addition to providing direct jobs for construction 
employees, new construction indirectly creates work for 
the lumber, steel, cement, furniture, and other industries. 
In view of the strength of the building boom, it is not sur
prising that the number of construction workers in the Dis
trict states was somewhat greater during the first six months 
of 1954 than a year earlier. Also, lumber employment, 
which has been declining almost steadily since early 1953, 
probably would have fallen off more than it did if con
struction activity had been less strong.

Contributing to the strong construction picture in the 
District has been the growing number of new school build
ings. Awards for educational structures have been steadily 
increasing for some time, particularly during 1953 and the

Most Types of Construction Contract Awards 
Continue High

S ix th  D istrict S ta te s

^Includes hospitals and institutional, public, religious, social, recreational, 
and other m iscellaneous nonresidential buildings.

first half of 1954. Spectacular gains were experienced in 
Georgia and, to a lesser extent, in Florida. In the District, 
contracts for commercial construction reached high levels 
in 1953 and continued strong into 1954. Among the struc
tures included in this classification are warehouses, office 
buildings, new shopping centers, restaurants, stores, and 
garages. Manufacturing construction, which increased 
rapidly during the Korean War and dropped appreciably 
in 1953, has since held up pretty well considering the 
moderate downturn in business activity.

Public works and utilities, a category of construction 
reflecting capital expenditures by public utilities for elec
tric, gas, and telephone installations, as well as state and 
local government spending for roads, sewerage, and water 
facilities, remained at high levels during the first six months 
of 1954. Awards for “other” nonresidential construction 
have advanced almost continuously since 1950.

The construction boom was by no means limited to the 
nonresidential sector. As a matter of fact, residential con
struction, which has been the most stable element in total 
postwar construction, accounted for 38 percent of total 
contract awards in the first half of 1954. The number of 
residential units for which contracts were awarded in Dis
trict states during the first half of 1954 totaled 40,000, 
slightly more than in that period of 1953. Builders con
centrated on one- and two-family dwellings. This category 
rose steadily during the last half of 1953 and first half of 
1954, but awards for hotels and apartment buildings con
tinued the decline started in 1952.

With new homes going up almost everywhere, there may 
be some question as to whether or not the increased supply 
has been matched by sales. Lenders and builders in At
lanta, Birmingham, Jacksonville, Nashville, and New 
Orleans report that markets for real estate have remained 
fairly steady. The number of unsold completed units has 
not changed noticeably from six months ago, although 
buyers are becoming more selective. Some lenders think 
that prices for comparable properties are lower than last 
year, but most hold that they are about the same. Builders 
in Atlanta generally agree with lenders. Since construction 
costs in Atlanta remained fairly stable during the first six 
months of 1954, according to the American Appraisal 
Company, builders’ profit margins may have been squeezed 
when property had to be sold at lower prices.

More older homes are being offered for sale than a year 
ago and are selling at somewhat lower prices than last year. 
This condition may reflect “trade-ins” for new homes. 
Builders and lenders agree that offerings of older dwellings 
have not made the sale of new ones more difficult.

M ortgage M oney Is M ore Plentiful
Easier credit terms have been an important factor holding 
up demand for houses, since prospective buyers depend 
heavily on borrowed funds in purchasing a home. Because 
of easier conditions in capital markets resulting partly 
from monetary and debt-management policies, mortgage
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money has become increasingly abundant since the sum
mer of 1953 and, in turn, obtainable at more liberal terms.

During the last six months, there has been a further in
crease in the supply of mortgage money available to lend
ing institutions in the District and a continued easing of 
terms. Terms on VA-guaranteed and FHA-insured mort
gages, as well as on the conventional type, are lower than 
six months ago, but credit standards remain unaltered. On 
conventional loans, interest rates range generally from 4Vi 
to 4% percent, compared with the 5-percent rate that was 
common last winter. Commitments from lenders for future 
financing of homes are generally available without difficulty 
on current terms to all responsible builders.

Lending institutions in most areas of the District report 
that V A  mortgages have become relatively more attractive 
to them as yields on other investments have declined. 
These mortgages have also become more attractive to home 
buyers since last winter because, in general, maturities have 
been lengthened and downpayments have been lowered or 
in many cases waived. Although an increasingly large num
ber of GI-loans is being made for a thirty-year term, the 
typical maturity is still twenty-five years. In many cases, 
however, lenders are requiring higher credit standards for 
Federally-aided loans than those specified in V A  and 
FH A  regulations.

Over three-fourths of the homes offered for sale in lead
ing District cities are now apparently being financed with 
VA-guaranteed loans, whereas last winter only about one 
half of such sales were so financed. Some indications of 
the growing interest in this type of financing are the sharp 
increase in applications to the Veterans Administration 
this year and the rise in applications received by the Fed
eral Housing Administration on single family units. In 
District states, FH A  applications for single family units 
totaled 26,000 during the first six months of 1954, a 
14-percent increase from a year earlier.

Greater availability of funds this summer, compared 
with six months ago, is also indicated by the price behavior 
of Federally-underwritten credit in the secondary mortgage 
market. Discounts on FH A  and V A  mortgages have been 
whittled away. FH A  loans were reported to be selling gen
erally at par in leading cities of the District. VA-guaranteed 
4Vi percent loans typically sold slightly below par on well- 
located quality homes in the $10,000 to $15,000 class.

The degree to which buyers of residential real estate 
availed themselves of the ample volume of credit is illus
trated by statistics on nonfarm mortgages that are valued at 
$20,000 each or less. These showed an estimated increase 
of about $85,000,000, or 10 percent, in District states 
during the first half of 1954 over the same months of 1953.

The recent increase in V A  mortgages has been absorbed 
predominantly by life insurance companies and out-of- 
District savings banks. Mortgage loans closed by insured 
savings and loan associations, which show a preference for 
conventional mortgages, declined slightly in the first half 
of 1954 from a year earlier. Commercial banks are a less 
important primary lender of real-estate mortgages in the 
District than savings and loan associations. At member 
banks, outstanding real-estate loans on residential prop
erty rose moderately during the first half of 1954. Govern

ment insured loans, which make up a small proportion 
of their real-estate portfolio, increased relatively more than 
the conventional type.

High income levels and liquid asset holdings, in addition 
to the ready availability of easy mortgage credit, have sup
ported the demand for residential housing. These elements 
will also determine the long-run outlook. Their influence 
must be sufficiently strong to offset certain forces unfavor
able to the strong housing demand: comparatively high 
building costs and a declining rate of new family forma
tions.

Future High Level A lm ost Certain
In the immediate future, however, one almost certain guar
anty of a high level of total construction activity for the 
District, as well as for the nation, is the record value of 
contracts already awarded. In the case of manufacturing, 
stabililty in the value of planned expenditures for new 
plants and expansions in the District announced during 
the second quarter of 1954 suggests that manufacturing 
building contracts in this region may remain close to the 
current level for some months. In the case of residential 
construction, another stimulus in addition to the already 
easy mortgage market may be the recently passed housing 
act which permits lower cash downpayments and an in
crease in the maximum maturity on FH A  loans.

H a r r y  B r a n d t

B a n k  A n n o u n c e m e n t s

The F irs t National Bank of Eau Gallie, Eau Gallie, 
Florida, opened for business Ju ly 31 as a member of 
the Federal Reserve System. The bank has a capital 
stock of $150,000 and surplus and undivided profits 
of $50,000. Thomas R . Whitehead is President;  E .  L .  
Johnson, J r ., is Executive Vice President and Cashier; 
and E d . G . L itka  is Assistant Cashier.

On August 9, 1954, the Bank of Frankewing, 
Frankewing, Tennessee, a nonmember bank, began 
to remit at par for checks drawn on it when received 
from the Federal Reserve Bank. This bank has 
capital of $10,000 and surplus and undivided profits 
of $44,070. L .  M . M arks is President; R . Harris is 
Vice President; J .  A . Bass is Cashier; and Nancy 
West is Assistant Cashier.

August 20 was the opening date of the Citizens 
Bank of Leeds, Leeds, Alabama, a newly organized, 
nonmember, par-remitting bank. Capital stock of 
this bank amounts to $50,000 and surplus and un
divided profits to $50,000. Officers are Hayes Par
nell, Sr., President; G . F . Price, Vice President;
E . C . M iller, Vice President; W. R . Hurst, Cashier; 
and Hayes Parnell, J r ., Assistant Cashier.

The F irst Commercial Bank, Chickasaw, Alabama, 
a nonmember bank, began to remit at par on August 
26. It  has a capital of $75,000 and surplus and un
divided profits of $22,533. Marion E .  Ward is Presi
dent and Cashier, and Bernard A . Fogarty is Assist
ant Cashier.
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