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ECONOMIC REVIEW OF 1969 

THE FIFTH DISTRICT

The primary economic problem in the year just 
ended— for the Fifth District as well as for the nation 
—was inflation. Fiscal and monetary authorities di
rected their attention to the control of inflation 
throughout the year, but no impact upon the price 
level itself was evident from their efforts by year-end. 
Few economists doubt, at this time, however, that 
restraining policies are working. While some dis
appointment is evident over the failure to retard 
significantly the rapid growth of prices, the mo
mentum which existed in the final demand of con
sumers, businesses, and government a year ago has 
apparently been slowed. Most observers expect the 
coming year to reveal the success of the restraint 
which has been consistently applied to the economy 
throughout 1969.

This description applies not only to the national 
economy but also to the Fifth District, where de
finitive measures of changing economic conditions 
come about with a considerably greater time lag than 
they do at the national level. Mixed economic indi
cators are characteristic of periods of change in the 
overall level of business activity. They characterize 
the current period in the Fifth District. Certain in
dustries and areas exhibit considerable slowdown, 
while the evidence is less conclusive in others.

This article examines the current economic indi
cators available for the District and for its major 
industries. As is always the case at year-end, much 
of the information needed to assess the change which 
occurred in the economic climate during the year just 
ended is not available. Thus, some of the information 
used is necessarily based on estimates for the final 
months of 1969. Extensive reference is made to dif
fusion indices derived from surveys which this Bank 
conducts at 3 to 4 week intervals— prior to each 
meeting of the Federal Open Market Committee. 
The sample size for the survey was approximately 
80 during 1969. Questionnaires are sent to business
men and bankers throughout the Fifth District, rep
resenting most of the District’s areas and major in
dustries. The indices presented in the graphs are 
constructed so that zero represents a consensus of no

change in the series reported; -f- 1 represents the 
unanimous report of the survey respondents that the 
series reported has increased; and — 1 represents the 
unanimous report that the series has declined. Thus, 
the graph of the index in the continuum between 
— 1 and -f-1, over the course of the year, shows how 
survey respondents have evaluated the particular 
series that they were asked to report.

General Conditions Chart I shows what might 
be termed an index of optimism. Businessmen and 
bankers were asked their assessment of business con
ditions for the month ahead. A  generally declining 
trend of optimism is evident through the year in both 
groups of respondents, though the decline is some
what sharper for businessmen. Throughout 1969, 
bankers reported that a strong loan demand existed; 
some characterized it as insatiable. Nondeposit 
sources of funds were used extensively to cope with 
tightening credit conditions, and generally, funds 
were available to borrowers who were willing to pay 
the price. To businessmen, however, the decreasing 
buoyancy of consumer spending became more evident 
as the year progressed. Toward year-end, this fact 
combined with sharply increasing inventory levels 
—to some extent involuntary— probably contributed 
to their relative pessimism concerning business con
ditions.

Employment High employment and low unem
ployment were characteristic of 1969 in the District 
as in the nation. Contrary to the national economy, 
a higher proportion of manufacturing employees in 
the Fifth District are in nondurable goods industries 
than in durables. This reflects a heavy dependence in 
District states upon textiles, apparel, chemicals, and 
food in the manufacturing sector. Among durable 
manufacturing, furniture, machinery, and primary 
and fabricated metals, are important employers. But 
in 1968, all durable goods industries in the District 
accounted for only 37% of manufacturing employ
ment, while for the nation they accounted for 59%. 
Respondents’ assessments of the progress of employ
ment in manufacturing is shown in Chart II. Over
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the course of the year, the trend of durable manu
facturing employment was relatively flat, as indicated 
by respondents in those industries. A  slightly de
clining trend of employment was reported, however, 
in nondurable goods industries.

Seasonally adjusted employment figures for the 
District indicate that survey respondents assessed the 
situation reasonably accurately. For the first ten 
months of 1969, seasonally adjusted manufacturing 
employment declined by about 27,000 persons. All 
of the decline was concentrated in the nondurables 
category, which dipped from 1,159,300 in January 
to 1,132,400 in October. Durable manufacturing em
ployment, at 677,300 in January, remained at that 
level in October.

Chart III shows that respondents’ evaluations of 
nonmanufacturing employment have been almost en
tirely on the positive side during the past year, im
plying a continued growth in nonmanufacturing em
ployment. In 1968, nonmanufacturing employment, 
including government, represented about 70% of 
total nonagricultural employment in the United States 
as a whole, and about 72%  in the Fifth District. 
Seasonally adjusted figures on nonmanufacturing em
ployment for the first ten months of 1969 again bear 
out the survey results. Workers in nonmanufactur
ing, including government, increased from 4,512,900 
in January to 4,555,000 in October— an increase of 
42,000. Services, government, and finance, insurance 
and real estate accounted for the largest portions of 
the increase, while construction employment declined.

Unemployment Respondents’ views on unem
ployment, shown in Chart IV , indicate generally de

Chart I

GENERAL CONDITIONS

dining unemployment in the District until about 
October. Actual figures on total unemployment for 
the District are not available, but figures on insured 
unemployment under state programs are consistent 
with the survey results. On a seasonally adjusted 
basis, insured unemployment declined from 73,100 
in January to 48,200 in June, and increased to 
75,300 in November. For each month of 1969 until 
August, the total was below the corresponding month 
of 1968, and as a percentage of total covered employ
ment, was consistently lower than the nation at large, 
except in West Virginia. All available evidence 
indicates that there was a somewhat tighter labor 
market situation in the District than in the nation 
during 1969.

Manufacturing Charts V  through X II  refer to 
the manufacturing sector. The first two of these, 
manufacturers’ new orders and backlogs of orders, 
might be regarded as leading indicators of activity 
in manufacturing industry, since changes in these 
series usually portend changes in other series such 
as shipments, inventories, and hours worked. Charts 
V  and V I show manufacturers’ new orders and order 
backlogs to be almost entirely on the negative side 
throughout the year for nondurable goods, indicating 
that the number of respondents reporting declines 
outnumbered those reporting increases consistently 
during 1969. Among durable goods manufacturers, 
a consensus of increasing new orders and order back
logs is shown for about the first half of the year, after 
which the indices moved to the negative side and 
followed rather closely those reported by nondurables

Chart II

EM PLOYM ENT-M ANUFACTURING
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respondents during die latter half of the period.
The other charts pertaining to manufacturing also 

present a less ebullient report of performance in 1969 
for nondurable goods industries than they do for 
durables. This conclusion is indicated, for example, 
in the case of shipments, Chart V II, hours worked 
per week, Chart IX , and in profit prospects, Chart 
X II. In all three of these categories, respondents in 
nondurable goods industries turned in less favorable 
reports on balance than did their counterparts in the 
durable lines. Chart X II further indicates that 1969 
was not expected to be a good profit year in either 
category of manufacturing.

Nondurable manufacturing activity in the District 
during 1969 was significantly influenced by the 
slowed pace of the textile industry, which comprises 
a major share of the District’s manufacturing output, 
employment, and earnings. The textile industry was 
affected by a sharp decline in military procurement 
of textile goods which began in late 1968 and con
tinued through the first half of 1969. Reductions in 
residential construction and, lately, cutbacks in auto

ch art ill

EM PLOYM ENT-NONM ANUFACTURING

Chart IV

UNEMPLOYMENT

mobile sales tended to reduce demand for textile 
goods. The effect of these factors, along with the 
general tapering off of consumer spending, was to 
depress textile industry sales and shipments below
1968 levels and to contribute heavily to inventories.

Chart V III shows that manufacturers’ inventories 
tended to increase somewhat throughout 1969. 
Toward the end of the year, both durable and 
nondurable manufacturers consistently reported in
creases. Respondents’ reports were consistent with 
national reports of increasing inventory accumula
tions in the third and fourth quarters. In the Dis
trict, as in the nation, durable goods manufacturers 
apparently experienced heavier inventory accumula
tions.

Charts X  and X I depict for District manufacturers 
what has perhaps been one of the most obvious 
economic phenomena of 1969— the tendency of wages 
and prices to continue to climb. Throughout the na
tion, increases in average hourly earnings in durable 
goods industries as a whole in 1969 have not been 
significantly different from those in nondurable goods

Chart V

MANUFACTURERS' NEW ORDERS

Chart VI

MANUFACTURERS' BACKLOGS OF ORDERS
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industries. Among industries important to the Fifth 
District, increases during 1969 in average hourly 
earnings have been slightly better than the increases 
for manufacturing industries generally, in both the 
durable and nondurable categories, with the exception 
of the apparel industry. In the case of prices, Dis
trict survey respondents reported a somewhat more 
pronounced consensus of increased prices in durable 
goods lines than in nondurables. In the nation, how
ever, wholesale price increases in 1969 have not been 
significantly different between durable and nondur
able manufacturers. One category of durable goods 
which outstripped all major categories of industrial 
commodities in price increases last year, however, is 
nonferrous metals. Prices increased about 19% in 
1969 in this industry— an important one to the 
District.

Construction The construction picture reported 
by District respondents, Chart X III , vividly rep
resents the construction industry’s problem, not only 
in the Fifth District, but in the nation as well. Resi

dential construction was reported on the decline in 
the District almost consistently throughout 1969. 
Limited availability of funds, high costs of funds, and 
rapidly rising costs of materials and labor involved 
in construction have effectively priced out of the 
market many potential buyers and builders of new 
homes. Commercial and industrial construction, gen
erally financed outside the mortgage market, fared 
somewhat better in the District and pushed ahead 
in spite of the higher costs. In the third quarter, 
however, it became clear in the District and in the 
nation that significant declines were ahead for all 
types of construction.

From January through October, for the nation as 
a whole, the value of new construction of all types 
put in place fluctuated narrowly around a $91 to $92 
billion annual rate. During that ten-month period 
the value of new residential housing declined, as did 
industrial construction. A  slight increase in the value 
of commercial building kept total new construction 
from sagging. The significant increase in construc-

( Continued on page 8)

Chart V III Chart X

MANUFACTURERS' INVENTORIES HOURLY W AGES IN MANUFACTURING
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ECONOMIC REVIEW OF 1969— 
THE FIFTH DISTRICT

(Continued from page 5)

tion costs, however, meant a decline over the year in 
the real value of construction put in place. Con
struction industry spokesmen attribute the 1969 per
formance to anti-inflationary policy rather than to 
any lack of demand in either the residential or non- 
residential areas. They apparently do not expect the 
construction trough to be reached until the cur
rently restrictive posture of monetary and fiscal 
policy is allowed to ease.

Retail Trade Respondents reported a declining 
trend of retail sales during 1969. Survey results in
dicate that sales, excluding automobiles, tended to 
decline early in the year, and went through a period 
of relative stability during the late spring and early 
summer months. Then the index moved hesitantly 
to the negative side in the fall. Automobiles, on the

other hand, while following about the same general 
pattern over most of the year, dropped decisively to 
the negative side in the fall.

For the nation as a whole, retailers at year-end 
were reportedly disappointed with Christmas sales. 
A considerable measure of price resistance on the 
part of consumers was blamed. As a result of the 
failure of consumer buying to be as brisk as business
men had apparently anticipated, retail store inven
tories, in both durable and nondurable goods lines 
are regarded as excessive. Automobile sales through
out the nation ran into considerably more difficulty 
toward year-end, and major producers cut back pro
duction to help dealers reduce overloaded inventories, 
including some 1969 models.

Retail sales including automobiles, while posting a 
slight gain over 1968 in current values, were in real 
terms sharply below the previous year’s level due to 
the continuing rise in consumer goods prices.

William H. Wallace
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RETAIL SALES
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