
C o n s u m e r  a n d  B u s i n e s s  S p e n d in g  H o l d  H i g h

Consumer spending moved sharply upward to a new peak 
during the third quarter of this year, lending support to 
the optimism prevailing throughout the economy. The cur
rent spending rate and the expectation that consumer 
spending will continue to increase over the long run have 
led to record investment in new plant and equipment. As 
businessmen carried out their expansion plans, the sea
sonally adjusted value of new industrial and commercial 
construction also increased to a new high. Residential con
struction, however, although increasing slightly from the 
second quarter, continued well below 1955’s record.

These nationwide developments were mirrored on a 
smaller scale in the Sixth Federal Reserve District. Con
sumers continued to spend freely; businessmen announced 
large expenditures on new and expanded manufacturing 
plants; and commercial and industrial construction re
mained strong. Developments in national markets, how
ever, caused relative weaknesses in lumber and textiles.

C o n s u m e r s  S p e n d  M o r e  o f  E a r n in g s
Consumers in the District increased their spending at de
partment stores, furniture stores, supermarkets, and most 
other retail stores during the third quarter. Even their 
automobile purchases, lagging earlier in the year, showed 
some improvement. Department store buying was espe
cially strong, setting a new record in July. The largest 
increases occurred in soft goods.

Generally, a larger volume of check payments indicates 
more spending. Such payments, shown by bank debits, 
increased slightly further in the third quarter from the 
second (after seasonal adjustment) and were about 8 per
cent above a year earlier. These figures include business 
spending, of course, but undoubtedly some of the increase 
can be traced to higher consumer spending.

Higher prices helped raise the dollar volume of con
sumer spending in the third quarter: The nation’s con
sumer price index rose 0.8 percent from June to Septem
ber, reflecting increases for most goods and services. 
Consumers are now paying more for housing, clothing, 
and services, but food prices— after increasing in July—  
eased in August.

Apparently, District residents directed a larger share of 
their income toward consumer purchases. Incomes did rise 
from the second quarter to the third, but the growth was 
no more than seasonal, whereas spending indicators, we 
have seen, rose more than seasonally.

More workers were employed in nonagricultural estab
lishments in the third quarter than in the second, and their 
weekly earnings were higher. Both manufacturing and non
manufacturing employment increased during the third 
quarter. Nonmanufacturing employment had risen in the 
first two quarters. The growth in factory workers employed 
reversed a moderate downtrend during the first two quar
ters, caused primarily by decreases in the District’s im
portant textile and lumber industries.

A  steel strike in the Birmingham area also pulled manu
facturing employment down further in the second quarter.

Even during the period of decline, however, factory pay
rolls in the District continued upward because of increas
ing weekly earnings. In the third quarter, the steel workers’ 
return to the mills and more-than-seasonal increases in 
both lumber and textile employment helped to reverse 
the downward movement of the first half.

Trends in the lumber and textile industries indicate 
their sensitivity to developments in national markets. With 
residential building sharply below last year throughout the 
nation, demand for District lumber output was curtailed, 
and a reduction in employment resulted. Textile output 
was temporarily cut to work off inventory excesses brought 
on by the overly optimistic production schedules of late 
1955 and early 1956.

B u s in e s s m e n  E x p a n d  P la n ts  a n d  E q u ip m e n t
Although consumers are spending at unprecedented rates, 
producers of consumer goods have generally been able to 
fill their demands. Businessmen, however, in their con
cern for future as well as present needs apparently expect 
consumers to spend even more in coming years. Through
out the country, they increased their expenditures for new 
plant and equipment in the third quarter to an annual rate 
of 36 billion dollars, an all-time high. To produce the 
equipment for this expansion, some factories have strained 
their capacity, especially the nation’s steel mills.

It is probable that expenditures for plant and equipment 
in the Sixth District were also at a record or nearly so, 
although the exact amount is not known. One indication 
is the increased employment in the District construction 
industry. In addition, announcements of new and ex
panded manufacturing plants during the first half of this 
year were greater than ever before. Actual spending 
probably built up more gradually as work started on these 
projects.

Third-quarter announcements of new and expanded 
manufacturing plants in the District, though down from 
the exceptionally large volume of the first two quarters, 
were very large by historical standards. The diversified 
nature of the continuing investment programs in the South
east will eventually help satisfy the demands of consumers, 
industry, and government.

For consumer goods production, the Ford Motor Com
pany announced a 14-million-dollar expansion in Hape- 
ville, Georgia, and in Murfreesboro, Tennessee, the Gen
eral Electric Company plans a new multimillion dollar 
plant to make electric motors for home appliances. The 
Wyandotte Chemical Corporation contemplates a 20-mil
lion-dollar expansion of its plant in Geismar, Louisiana. 
To help meet demands of the nation’s defense program, 
the Pratt and Whitney Corporation will produce jet en
gines in a new 40-million-dollar plant in Palm Beach 
County, Florida.

B a n k s  H e lp  F in a n c e  G r e a te r  S p e n d in g
The large amounts of consumer and business spending 
have increased the need for bank credit in the District. To
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Spending rose m ore than season ally  in the third quarter of 1956 . . .

S ix t h  D is t r ic t  E c o n o m y  E x p a n d s  in  T h ir d  Q u a r t e r

(Seasonally Adjusted Indexes, 1st Quarter 1955=100)

And personal income rem ained high. Total nonfarm em ploym ent 
continued to r ise , and m anufacturing em ploym ent w as ab ove the 
second quarter. P ayro lls continued upw ard.

Percent
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Loans at m em ber banks pushed higher.
Percent

help meet this demand, banks increased their loans to 
trade establishments more than seasonally in the third 
quarter. Retailers had to finance the larger inventories nec
essary to provide customers with the volume and choice 
of items they desire. Inventories at District department 
stores, for example, reached an all-time high in September. 
Retailers also need bank funds to sell more merchandise 
under budget plans and other credit arrangements.

Demand for bank funds also increased in many other 
quarters. Loans to petroleum and chemical producers and 
commodity dealers rose more than seasonally to the high
est points in history. During July and August, construction 
firms used bank funds extensively, although their borrow
ing slowed somewhat in September. Loans to metals and 
metals products manufacturers, however, moved down
ward at the time of the steel strike, after having risen 
sharply earlier this year. Apparently, the depletion of steel 
inventories permitted some debt repayment.

As District banks have provided more credit to borrow
ers, pressure on bank reserves has increased. Borrowing 
at the Federal Reserve Bank became more costly in Au
gust, when the discount rate was increased to 3 percent. 
With no substantial easing of bank reserves, the supply 
of funds has been limited relative to the greatly increased 
demand, and as a result interest rates are the highest in 
over twenty years. Although the supply of funds is large, 
it is not large enough to satisfy all those wanting credit, 
and consequently, the cost of borrowing is high.

P h i l i p  M. W e b s t e r  

L e o n  T. K e n d a l l

Bank Announcements
On October 1 the Bank of College Park, College Park, 
Georgia, a nonmember bank, began to remit at par for 
checks drawn on it when received from the Federal R e 
serve Bank. Officers are J . W. Stephenson, President; 
J . N. Walker, Executive Vice President; M . T . Ander
son, Vice President; J . L .  M cCay, Cashier; and M rs. 
Ruth P . Livingston, Assistant Cashier. Capital is $75,- 
000 and surplus and undivided profits $131,873.

On October 10 the newly organized, nonmember 
Cocoa Beach State Bank, Cocoa Beach, Florida, opened 
for business and began to remit at par. Officers are B . 
Frank R icker, President; S. H . McDougald, Executive  
Vice President and Cashier; T . C . Kenaston, M . D ., 
Vice President; and E .  C . Lam b, Assistant Cashier. 
Capital amounts to $200,000 and surplus and undivided 
profits to $120,000.

On October 15 the newly organized, nonmember 
Bank of Forest Park, Forest Park, Georgia, opened for 
business and began to remit at par. Officers are B . B . 
George, Chairman; Charles G . Duncan, President; 
Owen V . Whitman, Executive Vice President; Lamar 
Beckwith, Vice President (inactive); E .  A . Foster, Vice 
President (inactive); Grady C. Archer, Cashier; and 
Mary B . Edwards, Assistant Cashier. Capital totals 
$100,000 and surplus $35,000.
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