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National Economy Advances

-OST MAJOR INDICATORS of domestic economic activity 
continued to advance during the summer. Increases in income, 
spending, and production were accompanied by relatively stable 
prices. Payroll employment in nonfarm establishments continued 
its steady rise throughout the summer months.

Industrial production during the summer continued the strong 
upward movement which has prevailed throughout this year and 
last. Preliminary estimates indicate that production remained 
high in August. The 8 per cent rate of growth of industrial output 
from January to July was widespread, as almost every major in
dustry group shared in the increases. This year’s increase com
pares with a 6.5 per cent increase during 1963.

Nonagricultural payroll employment increased at an annual 
rate of 3.6 per cent from January to July. Unemployment, as a 
per cent of the labor force, was at about 5 per cent during the 
summer, compared with a 5.6 per cent rate in January and an 
average of 5.7 per cent in 1963.

Rising production and employment were accompanied by ex
panding after-tax income and retail sales. From January to July 
disposable income increased at an 8.8 per cent annual rate com
pared with the 5.4 per cent increase last year. Retail sales rose at 
an 8.8 per cent rate, also, greater than the 3.8 per cent increase
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in 1963. Sales of nondurable goods showed the strong
est gains this year.

1957 - 59=100  Industrial Production 1957.59=100

L a t e s t  d a t a  p l o t t e d :  Ju ly  p r e l im i n a r y

The substantial advances of the economy in recent 
months occurred with little or no upward movements 
of the general level of prices. Consumer prices rose 
at a 1.1 per cent annual rate from January to July, 
slightly less than the 1.7 per cent increase during last 
year. Wholesale prices drifted down the first half of 
the year, but rose slightly in July.

Federal Fiscal Developments
Federal Government spending continued to expand 

during the first half of 1964. According to the national 
income accounts budget, expenditures by the govern
ment rose from an annual rate of $116.6 billion in the 
fourth quarter of 1963 to a rate of $120.2 billion in 
the second quarter of 1964, an annual rate of increase 
of 6.2 per cent. This compares with a 3.4 per cent 
rate of increase during 1963.

Federal Budget 
National Income Accounts Basis

Q u a r t e r l y  D a t a  at  S e a s o n a l l y  A d j u s t e d  A n n u a l  Rates

Bil l ions of Dollars Bil l ions of Dol lars

Federal Government receipts dropped from an an
nual rate of $117.2 billion in the fourth quarter of
1963 to a rate of $111.0 billion in the second quarter 
of 1964. The $6.2 billion decline in receipts was pri
marily a result of the tax cut. Since the final quarter 
of 1964, personal tax receipts have declined by $7.3 
billion and corporate profits tax accruals by $0.2 bil
lion.

The net budget position of the Federal Government 
shifted from a surplus of $0.6 billion (annual rate) in 
the fourth quarter of 1963 to a deficit of $9.2 billion 
(annual rate) in the second quarter of 1964.

Financial Developments
Monetary developments were more expansive from 

May to the month ending August 15 than in the pre
vious six months. Over the summer, the nations money 
supply (demand deposits plus currency) rose at a T.l

Money Supply
Dollar Amounts

S o u r c e :  U . S .  D e p a r t m e n t  o f  C o m m e r c e

Dashed line represents periods o f no m arked and sustained changes
in the rates o f change.
Percentages are annual rates o f change between months ind ica ted.
* Latest figure plotted is month ending August 15, preliminary.

per cent annual rate, markedly higher than its 1.3 per 
cent rate of expansion from November 1963 to May. 
The May to August increase of money was most rapid 
from late May to early July. The rate of increase since 
the month ending July 15 appears to have been about
3 per cent a year. The average annual rate of monetary 
expansion from last November to the month ending 
August 15 was 3 per cent compared with the 4.5 per 
cent rate which prevailed from September 1962 to 
November 1963, and the 2.0 per cent average annual 
rate from 1951 to 1963.

Most of the increase in money supply over the 
summer was accounted for by a rapid increase in de
mand deposits. These deposits rose at a 7.5 per cent 
rate from May to the month ending August 15 com
pared with an 0.2 per cent rate during the previous 
six months.

The marked expansion in money during the summer
(Continued on Page 12)
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The failure of real income in agriculture to ap
proach that in the nonfarm sector is attributed to the 
immobility of farm labor. Reasons given for this fail
ure of labor resources to adjust at a faster rate are: 
(a) farmers may lack knowledge of higher paying em
ployment opportunities in the nonfarm sector; (b) 
most nonfarm employment opportunities require spe
cialized skills or professional training which farmers 
generally do not possess; (c) many farm people are 
satisfied with the greater independence and oppor
tunities for recreation characteristic of farm life. The 
continuing real difference between average incomes 
of farm and nonfarm workers is operating to allocate 
our labor force more efficiently. This is indicated by 
the fact that labor in agriculture declined at the an
nual rate of 3 per cent from 1958 to 1963, while non
farm employment rose at the annual rate of 2 per 
cent.

Summary
Although the stated per capita personal income of 

farm people in recent years has been about 60 per

cent of that of nonfarm people, the difference in real 
income may be considerably less. Part of the differ
ence in the nominal incomes results from the fact that 
personal income data for farm people understates 
their real incomes. Furthermore, the difference of 
about three years in average educational levels of the 
two population groups may account for a large part 
of their income difference. A more precise evaluation 
of returns to labor would involve a comparison of 
farm and nonfarm workers having equal educational 
levels. A comparison of the welfare levels of the farm 
and nonfarm populations of the same educational 
status might show less difference than the average 
per capita personal income figures indicate.

A real difference in income, which is effective in 
allocating our labor force more efficiently, is indicated 
by the steady decline in the size of the farm labor 
force.

C l i f t o n  B. L u t t r e l l

National E c o n o m y  A d v a n c e s - C o n t in u e d  from Page 2

money and bank reserves over the summer months. 
Yields on Government securities remained near the 
levels reached late last year.

reflected an advance in the rate of expansion in mem
ber bank reserves. During this period, total reserves 
rose at a 5.2 per cent annual rate compared with a
4.1 per cent rate from November 1963 to May. Re
serves available for private demand deposits rose at 
a 7.4 per cent rate from May to the month ending 
August 15, after decreasing slightly during the pre
vious six months.

Yields on U.S. Government Securities
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Interest rates have remained about unchanged. Ap
parently effects of increased demand for loan funds 
have been offset by the relatively rapid expansion in

N ew  M e m b e r  B a n k s
The First National Bank of Jacksonville, Jackson

ville, Illinois, opened for business on August 14 with 
capital of $150,000 and surplus of $100,000. The 
bank’s officers are: Theodore C. Rammelkamp, Pres
ident; James C. Coultas, Vice President; Paul E. 
Utterback, Executive Vice President and Cashier; 
and William H. Etherton, Assistant Cashier.

The First National Bank of Pulaski County, St.
Robert, Missouri, opened for business on August 15. 
The bank has capital of $150,000 and surplus of 
$100,000. Its officers are V. L. Long, President, and 
Ardo Roberts, Executive Vice President and Cashier.

The First National Bank of Poplar Bluff, Poplar 
Bluff, Missouri, opened for business on August 29. 
The bank’s capitalization consists of capital of 
$350,000 and surplus of $140,000. Its officers are: 
Robert A. Seifert, President and Acting Chairman of 
the Board; George E. Spaeth, Executive Vice Pres
ident and Secretary; K. Q. Lewis, First Vice Pres
ident; Syl Resnik, Second Vice President; and Robert
O. Trout, Cashier.

Page 12

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1964


