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E c o n o m i c  E x p a n s i o n  

C o n t i n u e s

1 OTAL SPENDING in the nation increased substantially 
from the third to the fourth quarter of 1963. Real gross na
tional product—total expenditures of business, government, an 
consumers after adjustment for changes in the price level-in
creased $7.8 billion, or at an annual rate of 6.3 per cent. The 
rise in spending during the last half of 1963 was at a 5. per 
cent annual rate compared with a 3.3 per cent rate during t e
first half of the year.

While the pace of total spending appears to have quickened 
during the last half of 1963, movements in industrial production 
construction, and employment show a more moderate rate o 
increase since midsummer than in the first half of 1963. In us- 
trial production increased at an annual rate of 1.3 per cent rom 
July to December and probably inched up further in January 
as auto and steel production remained strong. Industrial pro
duction had increased at a 12 per cent rate from January to July 
last year. New construction rose at a 6 per cent rate from August 
to December, about one-half the rate of increase during the 
first eight months of 1963. Total civilian employment was 
about unchanged from July to December compared with a 3 
per cent annual rate of growth in the first half of 1963.

Despite the reduced rate of increase in employment during 
the last half of 1963, sizable increases occurred during the year 
as a whole. Total employment (seasonally adjusted) was 69.2 
million in December, about one million greater than in the latter 
part of 1962. All of this increase was in nonagricultural employ
ment; agricultural employment was unchanged. Nonfarm pay-
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E c o n o m ic  E x p a n s io n  Continues-continued from cover
roll employment in December (seasonally adjusted) 
was 57.8 million compared with 57.3 million in July 
and 56.2 million in December 1962.1 Increases in 
payroll employment were widespread (see table).

Employees on Nonfarm Payrolls, by Industry
(fn thousands)

Not seasonally adjusted

Per cent change 
since

December 1963 December 1962

Total 58,638 + 2 .8
Contract Construction 2,966 + 6 .8
Manufacturing 17,143 + 1 .7
Mining 624 — 1.6
Trans, and Public Utilities 3,937 + 0 .6
Wholesale and Retail Trade 12,745 + 2 -6
Finance, Ins. and Real Estate 2,879 —(—2.4
Service and Misc. 8,425 +5.1
Government 9,919 + 3 .2

Source: United States Bureau of Labor Statistics.

Relative price stability accompanied the 1963 ad
vance in economic activity. Consumer prices in
creased moderately while wholesale prices were about 
unchanged. Consumer prices were 107.6 in December 
compared with 107.1 in July and 105.8 in December
1962. The consumer price index has generally risen 
about one and one-half per cent in each of recent years.

Wholesale prices in January were 100.8 per cent 
of the 1957-59 average compared with 100.6 in July 
and 100.5 in January 1963. Agricultural prices de
clined, while prices of industrial commodities increased 
slightly during 1963. Industrial prices were about
101.2 in January compared with 100.8 in July and
100.7 in January 1963.

Money Supply
The nation’s money supply (demand deposits ad

justed plus currency) increased $1.2 billion from No
vember to the month ending January 15. Since July, 
the money supply has risen at a 5.2 per cent annual 
rate compared with a 2.7 per cent rate from January 
to July. Its rate of increase in the 1951-1963 period 
was 2.2 per cent.

Money supply plus time deposits in commercial 
banks rose $3.0 billion from November to the month 
ending January 15. Since July, they have risen at an

1The difference between total employment and nonfarm pay
roll employment is comprised of agricultural employment, self- 
employed, unpaid family workers, and domestic servants. Since 
total employment is estimated by a household survey and 
nonfarm payroll employment by an establishment survey, the 
two concepts are not exactly comparable.

8.9 per cent rate, slightly greater than the 8.0 per 
cent rate since a year ago.

Bank Credit
Commercial bank credit (loans and investments) in

creased at a slower rate from July to December than 
during the first seven months of 1963. The decline 
in the rate of increase reflected a moderation in the 
rate of increase in total bank reserves. From July 
to December reserves rose at a 2.1 per cent rate com
pared with a 4 per cent rate of increase from January 
to July. Loans and investments of commercial banks 
since July have increased at a 6.0 per cent annual 
rate,2 somewhat less than the 7.9 per cent rate dur
ing the first seven months of last year. The annual 
rate of increase in loans and investments was 5.4 per 
cent from 1951 to 1963.

With a slower rate of expansion in total reserves 
during the July-to-December period, banks reduced 
their holdings of Government securities to help meet 
a rising demand for loans. Since July, bank loans 
have increased at a 12 per cent rate, about the same 
as during the first seven months of the year.

Interest Rates
From October to the end of January, 91-day Trea

sury bill rates fluctuated close to the 3x/2 per cent 
discount rate. Since a year ago, these rates have risen 
about 55 basis points.

Long-term interest rates were higher in January 
than last fall. Treasury bond rates were 4.13 per cent 
in late January, 4.07 per cent in October, and 3.88 per 
cent a year ago. Corporate Aaa rated bond rates 
were 4.38 per cent in late January, 4.32 per cent in 
October, and 4.21 per cent a year ago.

2 Rates of change in bank credit are calculated from the June 30— 
July 31 average to the November 27-December 31 average.

New Member Bank
T h E newly chartered

DEXTER NATIONAL BANK
Dexter, Missouri

opened for business on January 15.

The new member has a capital of $200 ,000  
and surplus of $100 ,000 . Its officers are: 

C r e a l  B l a c k ,  President 
H a r r y  G. H i l t o n ,  E xecutive V ice P residen t  

an d  C ash ier
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Economic Expansion Continues
S i n c e  TH E BEGINNING OF TH E YEAR, business activity 
has continued to expand. Employment and consumer spending 
have risen at a greater rate than during 1963. The money supply, 
according to standard seasonally adjusted data, declined from 
January to March. The expansion in money plus time deposits at 
commercial banks was at a markedly reduced rate compared with 
growth in the last half of 1963.

Business Developments
During the first three months of 1964, national business activity 

continued to rise at a strong pace. Employment rose at a 
markedly higher rate than during 1963, and unemployment rela
tive to the labor force declined slightly. Consumer spending 
advanced sharply. Industrial production and new construction 
rose slightly from advanced levels of late last year.

Total civilian employment rose from December to February at 
a 5.4 per cent annual rate, markedly above the 1.6 per cent rate 
during 1963. The longer run rate of expansion in employment 
(1951-1963) has been 1.0 per cent. The unemployment rate 
decreased slightly from December to February.

Retail sales increased at a 7.5 per cent rate from December to 
February in contrast to a 3.3 per cent increase during the pre
vious twelve months. Sales appear to have remained at a high 
level in March.

Industrial production rose at a 2.8 per cent rate from December 
to February compared with a 6.6 per cent increase during 1963. 
Steel production remained strong in early March. New construc
tion in February was little changed from the October and
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November level. This development stands in sharp 
contrast with a 21.6 per cent annual rate of expan
sion from last May to October.

Monetary Developments
The rate of expansion in bank reserves and 

money, according to standard seasonally adjusted 
data,1 has been markedly less in recent months 
than in the latter part of 1963. Bank credit has 
risen more slowly than in late 1963. Interest rates 
on marketable securities have risen. Such devel
opments are commonly interpreted as indications 
of monetary restraint.

The nations money supply (demand deposits 
plus currency) decreased at a 2.1 per cent annual 
rate from January to the month ending March 15, 
compared with expansion at a 6.9 per cent rate 
from August to January. Money plus time de
posits has risen at a lesser rate since January than 
in the previous five months. Total commercial 
bank credit (loans and investments) expanded 
at a 6.6 per cent rate from January to February, 
compared with an 8.0 per cent rate during 
the previous five months. The more moderate 
rate of expansion in bank credit appears to have 
continued into March. From January to earlv 
April, interest rates increased in contrast to a 
traditional decrease in rates during the earlv 
months of a year.

The recent trend of monetary expansion may be 
evaluated in the light of experience of the last 
several years. In each year since mid-1960, the 
seasonally adjusted money supply (standard meth
od) has risen less rapidly during the January to 
August period than in the remainder of the year 
(see table). In the last four years, money has

Money Supply 
S e o s o n o lly  A d ju s te d

A n n u a l R a te s  o f  C h a n g e  
Ja n u a ry -A u g u s t  A u g u s t - J a n u a r y

S t a n d a r d *  A l t e r n a t iv e * * S ta n d o r d ^  A l t e r n o t i v e * '

1 9 6 0  ............................ .........— 1 . 1 %  + 0 .5 %  ~ + h O %  1 -7 7 %
............................ .........+ 1 .7  + 3 .5  + 5 .o  + 2 .5

1 9 6 2   .........— 0 . 9  + 0-8  4 - 6 , 0  _ t-3  3

1 9 6 3   ......... + 2 .1  + 3 .9  + * . 9  - U i
A v e r a g e  1 9 6 0 - 6 3  + 0 . 5  + 2 .2  + 4 J  1 * 1

A v e r a g e  1 9 5 1 - 5 9  + 2 . 4  . . . .  + 1 .9

Money Supply Plus Time Deposits in Commercial Banks

A v e r a g e  1 9 6 0 - 6 3  + 4 .2  + 6 .3  + 8 .5  - L a o
A v e r a g e  1 9 5 1 - 5 9  + 2 .1  __  + 1 .9

* Standard seasonal based on data from 1947 to 1961
* *  Alternative seasonal based on data from mid-1960 to mid-1963,

1 Board of Governors’ seasonally adjusted m o n e y  J u p p |v  
data from 1947 to 1961.

risen at an average annual rate of 0.5 per cent from 
January to August compared with a 4.7 per cent 
average rate of increase during the remaining five 
months of the year. In contrast, from 1951 througjk
1959, the average annual rate of increase in money 
(seasonally adjusted by the standard method) in 
the January to August period was about the ««ng 
as in the rest of the year.

These observations suggest that there has been 
a significant change in the seasonal pattern of 
money which has not been fullv reflected in tie 
standard seasonal factors calculated from 1917-
1961 data. The new intra-yearlv pattern appar
ently began about mid-1900, wKen there was a 
pronounced lessening in the movement of short
term interest rates, particularly rates on short-tem 
Treasury bills (Chart 1).

Using an alternative "seasonal" based on data 
from mid-1960 to mid-1963,2 financial develop-

2 Calculated by Federal Reserve Rank of St. Louis.

i

Why Data Are Seasonally 
Adjusted

N ANALYZING ECONOMIC DATA, the wuJy* 
m interested primarily in cyclical movements and 
trend*. Therefore, it is desirable to remove fro® 
the data regular variations resulting from such fac
tors as weather or man-made conventions, such M 
holidays. These intra-yearly movements ate c iW  
seasonal variations.1

An example of seasonal variations in financial 
markets is a sharply rising demand for credit in the 
last few months of a year, as crops move to the 
market and as retailers build up Christmas inven
tories. Then, as demands slacken in the early month* 
of a year, credit declines.

Most seasonal patterns in economic activity change 
slowly over time. For instance, changed construct*#* 
methods have resulted in smaller seasonal reduction* 
in building activity during the winter months. Air 
conditioning of retail stores has helped to overcome 
the reluctance of persons to shop during the sumtnef 
months.

However, at times a sharp change in the season*! 
pattern of activity may occur, as appears to have 
been the case for some financial indicators abofl* 
mid-1960. When this happens, the use of factor 
derived from previous data to adjust for seasonal 
patterns may under- or overcorrect for *easoo** 
influences. Thus, figures must be used with caie 
to avoid a misinterpretation of cyclical or trend 
movements.

1 There are 
data for 
some other 
the avmgi 
■evend jrntn,

many methods, some quite •crphtoticated, ^
*w *om I variation*. Simply ftatrd, each moo*” ». V. 
“  *»b-period of • year) data ate adiwrted

deviation of Hurt MttknUr tnontt, cakttW*0 
K from the trend fan the data.
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ments since January appear not to have been as 
restrictive as indicated by the standard seasonally 
adjusted data. Money decreased at a 1.0 per cent 
rate from January to the month ending March 15.* 
Bank credit rose at a 12.7 per cent rate from 
January to February, moderately more than the 
8.4 per cent rate from August to January.

Changed Seasonal Patterns in 
Financial Indicators

A pronounced change in the seasonal move
ments in some frequently used financial indicators 
is disclosed when their seasonal patterns for die 
three years from mid-1900 to mid-1963 are com
pared with those of the previous three years. The 
following discussion should be taken only as an 
indication of changes in intra-yearly movements 
in financial data rather than as a definitive meas
urement of these changes. If the seasonal move
ment in a time series has changed in character, 
it may be desirable to use a seasonal adjustment 
based on most recent experience even though the 
time period involved is relatively brief.

The 90-day Treasury bill rate (not seasonally 
adjusted) has moved in a less pronounced manner 
since mid-1960 than in the previous ten years 
(Chart 1). It was at about this time that a conflict

Chort 2

Seasonal Patterns in Yields on Treasury Billsctm ofAVCKAOfMOMTM ret CENT Of 
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oped between the desirability of lower inter
s' ^  *° encoura8e domestic economic expan- 
HnT mtes to correct a chronic intema-

balance-of-payments deficit. As a result of 
chaagp, a marked reduction in the seasonal 

_ ^ ™ ents to the M l i»te developed (Chart 2).

11 Coocem“*f m m  n ta  ot d itrg -  m  tfeit laalt’s
*<serr« u * Uooer Mutb }1, 1 *4 .
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Since mid-1960, intra-yearly movements in the bill 
rate have been slight. Traditionally, bill yields 
rose about 35 or 40 per cent during the last half 
of the year in response to rising demand for credit. 
Then, as credit demand slackened, rates fell sharp
ly during the first half of the year. Since mid-
1960, seasonal changes in the demand for credit 
have probably continued in approximately the 
same magnitude, but they have apparently been 
more nearly matched by changes in the supply of 
credit funds than formerly, as evidenced by small
er seasonal variations in the bill rate. A marked 
reduction has also occurred in the seasonal pattern 
of rates on bankers’ acceptances (Chart 3).

Seasonal Patterns 
in Kates on Bankers' Acceptances

Changes in the intra-yearly pattern of available 
credit funds have come in large part from the bank
ing system. Since mid-1960, total member bank 
reserves have had a greater seasonal upswing 
in the later months of each year than in these 
same months in the 1957 to 1960 period (Chart 4).

In the latter part of each of the last four years, 
when reserves have increased more than formerly 
in die period, banks have been able to meet the 
rfalng demand for credit more fully than in prior
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Seasonal Patterns in Bank Reserves Seasonal Patterns in M oney Supply

years. Since mid-1960 there have been more pro
nounced seasonal movements in commercial bank 
loans (Chart 5) and in total bank credit (Chart 6). 
At the same time, seasonal fluctuations in bank 
holdings of government and other securities have 
moderated (Chart 7).

Ckart 5

^Seasonal Patterns in Bank Loans
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Seasonal Patterns in Bank Credit
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The changed seasonal movement in bank cretfe 
has been accompanied by a similar change in dfi 
mand deposits, the major component of the mon? 
supply. Movements in demand deposits are closed 
related to movements in total bank credit. Since 
mid-1960, the decrease in the money’ supply ^  

en greater in the first seven months of a 
t an in these months of the previous years, >*■ 
money has risen faster in the remaining mo* *̂ 

art 8 ). This change in the intra-vearlv nKJ'* 
ment io money reflects primarily a new season* 
movement jn demand deposits (Chart 9). The * *  

mo'ement in currency7 since mid-1960 h*
n essentially the same as in the preceding tl*®* 

years (Chart 10).
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