
BUSINESS, DOLLARS, AND COTTON 

Address by 
Delos C. Johns 

P re s iden t , F e d e r a l Rese rve Bank of St. Louis 

Before the 
SOUTHERN COTTON SHIPPERS ASSOCIATION 

Peabody Hotel, Memphis , Tennessee 
F r iday morning, March 27, 1953 

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



BUSINESS, DOLLARS, AND COTTON 

This morning I propose to d iscuss the genera l bus iness situation, but 

without, I hope, completely overwhelming you with s ta t i s t ics and f igures . 

My comments , and such conclusions as I may draw, will be beamed, so to 

speak, toward HmiTgd m a t t e r s of in te res t to cotton shippers and d e a l e r s , and 

will be grouped around these main points : (1) the domest ic bus iness and 

banking situation in genera l ; (2) the internat ional situation, with some 
A 

considerat ion of the p rospec t s for convertibil i ty; and (3) the cotton situation 

and outlook. 

Genera l domest ic bus iness and banking situation 

When you a r e asked, "What is the state of bus iness? 1 1 , where do you 

turn for an answer? It is implici t in the question that an ove r - a l l viewpoint i s 

wanted - not just the state of affairs , for ins tance , in the corner g roce ry 

s to re , which may have ce r ta in unusual c i r cums tances affecting i ts pa r t i cu la r 

bus ines s . Adoption of an ove r - a l l point of view does not rule out considerat ion 

of important d ivergences f rom the typical in ce r ta in geographic a r e a s or in 

ce r ta in substantial functional segments - say, coal m i n e r s , or r a i l road 

w o r k e r s , or cotton shippers and d e a l e r s . Nor does the ove r -a l l point of 

view r ep re sen t a cal lous d i s r ega rd for non-typical d i s t r e s s c a s e s . Rather , 

emphas is on the ove r - a l l state of bus iness i s n e c e s s a r y , because it se ts 

a tone, a background for all bus iness and for all individual incomes . 

One of the bes t m e a s u r e s of the state of bus iness is the total volume 

of spending by individuals, bus ines se s , and governments for the nation.s 

output of goods and s e r v i c e s . On that s co re , nothing but a br ight p ic ture 
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can be painted now. Gross expenditure at this t ime is running at the r a t e 

of about one billion do l la r s a day. In the las t quar te r of 1952 (latest data 

available) total spending in this country was at the annual ra te of $360 bil l ion. 

Suppose we b reak that down a bi t . P e r s o n a l consumption expenditures were 

at the ra te of $220 billion: $120 billion for nondurable goods, $30 billion for 

durab les , and $70 billion for s e r v i c e s . Government at all levels was spending 

at the ra te of $80 billion: $50 billion by the F e d e r a l Government for national 

secur i ty , and the balance by F e d e r a l , s ta te , and local governments for al l 

other pu rposes . Expenditure by bus iness for new plant and equipment and 

for inventor ies , together with other spending for res ident ia l , nonfarm, 

construct ion was running close to $60 billion a yea r . 

Construct ion activity continues to be a strengthening factor in the 

economic p i c tu re . The physical volume of work put in place has dec reased 

l e s s than seasonally since January, and cont rac t s awarded continued 

substantial ly l a rge r than a year ago. The substant ial i nc rease in indust r ia l 

and commerc ia l building cont rac t s awarded so far this year over the 

comparable per iod of 1952, together with the expansion in machine tool 

o r d e r s since re laxat ion of p r io r i t i e s in January , suggest that pr iva te 

investment is an impor tant e lement in the high level of bus iness activity. 

And it is significant that much of the bus iness investment in plant and 

equipment is for civil ian uses r a the r than defense mobil ization. An official 

survey of capital budgets , conducted during F e b r u a r y and ear ly March of 

this yea r , indicates that if p r e sen t plans ma te r i a l i ze new plant and equipment 

expenditures by bus iness in 1953 will exceed those in 1952 by 2 per cent. 
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Along with this high level of spending we cur ren t ly have high levels 

of employment. Nonfarm employment in the nation inc reased slightly 

f rom January to F e b r u a r y , 1953, although that is usually a t ime of stability 

in employment s t a t i s t i c s . Unemployment was vir tual ly unchanged f rom the 

January level , but was substantial ly l e s s than a year e a r l i e r . Les s than 

2 mill ion of the 63 mill ion people in our civil ian labor force a r e unemployed. 

The levels of spending and employment which we have just noted 

r e su l t in substantial volumes of pe rsona l income, some $280 billion pe r 

yea r , according to the la tes t data avai lable . This level of pe r sona l income 

is undoubtedly a factor inducing widespread confidence in consumers 

concerning their financial pos i t ions . The p re l imina ry findings of the Eighth 

Annual Survey of Consumer F inances , taken in January and F e b r u a r y of 

this yea r , confirm the existence of this confident at t i tude. The survey, 

conducted by the Board of Governors of the F e d e r a l Rese rve System in 

cooperat ion with the Survey R e s e a r c h Center of the Universi ty of Michigan, 

revealed that i n c r e a s e s in income during 1952 and in liquid a s se t holdings 

ear ly in 1953 were widely dis t r ibuted among income c l a s s e s . Increased 

income, coupled with the s teadiness of consumer p r i c e s , caused a l a r g e r 

proport ion of consumers to hold the opinion that their financial posi t ions had 

improved during the survey year - a l a r g e r propor t ion held that opinion 

than in any previous postwar survey. Nonfarm consumers as a group a r e 

disclosed as anticipating stil l l a r g e r incomes in 1953. (Similar information 

is not provided by the survey as to the attitude of f a r m o p e r a t o r s . ) 
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A factor evidently at work in shaping consumer at t i tudes throughout 

1952 and ear ly 1953 was the stability of consumer p r i c e s . The Bureau of 

Labor Sta t i s t ics 1 index of consumer p r i c e s ro se l e s s than one per cent during 

1952, in cont ras t to a 4 per cent r i s e during 1951 and a r i s e of about 8 per cent 

in 1950. Looking forward, most consumers (eight in ten spending units) were 

found to believe that p r i c e s will r ema in stable or go down. This attitude 

toward p r i ce s is to be cont ras ted with c o n s u m e r s 1 at t i tudes ear ly in 1951 

and 1952 when one-half to two- th i rds expected p r i c e s to r i s e . Still another 

factor found to affect buying intentions for this year is the more lenient 

c red i t t e r m s available as compared with a year and two y e a r s ago. 

Other aggregat ive m e a s u r e s of the nat ion rs bus iness activity cu r ren t ly 

point upward. Industr ia l output improved in F e b r u a r y . The F e d e r a l Rese rve 

Index of Indust r ia l Product ion for the month was es t imated at 239 per cent 

of the 1935-39 average . Both durable and nondurable output inc reased . 

Pro jec t ions suggest a further smal l gain likely for this month, reflecting 

fur ther expansion in automobile output. In F e b r u a r y the output of me ta l s , 

building m a t e r i a l s , p r o d u c e r s 1 equipment, and mi l i ta ry equipment were 

maintained at advanced l eve l s . The automobile industry paced the nation, 

as output rose f rom an annual ra te of 5. 5 mill ion passenger c a r s in January 

to 6. 2 mill ion. Product ion of major household goods, which had inc reased 

more than seasonally in January , continued at high r a t e s . Steel ingot 

production held close to the r eco rd ra te achieved in January, and one widely 

read per iodica l says this week that u s t e e l mi l l s a r e a cinch to pour more 

ingots in March than ever before r r . Shoe fac tor ies and paper board mi l l s 
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both operated at substantial ly higher r a t e s in F e b r u a r y of this year than in 

F e b r u a r y , 1962# 

The modera teness and the direct ion of recent p r i ce changes a r e 

significant. P r i c e cont ro ls were removed during F e b r u a r y and ear ly March, 

but most p r i c e s inc reased l i t t le . Retai l food p r i c e s , in fact, continued 

to decline in Feb rua ry , dropping one per cent between January 26 and 

March 2, largely as a r e su l t of the decline in beef p r i c e s . Over -a l l living 

cos t s have probably declined, too. At the same t ime , the l ong - t e rm downward 

t rend of wholesale and bas ic commodity p r i c e s was halted. Nearly all 

ca tegor ies of wholesale p r i c e s showed s t rength after ea r ly Feb rua ry , and 

the index as a whole moved upward slightly f rom m i d - F e b r u a r y to the week 

ended March 10. P r i c e s of f a r m products , which have been among the 

weakest in recent months , turned up, while commodit ies other than f a r m 

and food products remained re la t ively s table . 

This is a good place to stop and summar i ze brief ly. Substantial 

Government pu rchases of defense and civil ian goods and se rv i ces , an 

indicated high level of bus iness investment in plant and equipment, the 

confident at t i tudes of consumers toward their financial posi t ions , and their 

expectations of purchasing durable goods and houses in l a rge volume, make 

the underpinnings of economic activity seem f i rmly based for the p re sen t and 

the near future. 

It should be noted, as of no l e s s e r impor tance , that the banking 

situation, ove r - a l l , is sound. Total commerc i a l bank credi t , expanded after 

mid-1952 in response to l a rge c red i t demand, declined after the turn of the 

year through F e b r u a r y . Bus iness and secur i ty loans continued to decl ine, Digitized for FRASER 
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while r ea l es ta te and consumer loans rose fur ther . P r e s s u r e on the banks 

over the tax per iod in mid -March was accommodated without undue s t ra in . 

So far this year , despi te the r e t u r n flow of funds to the banks in the fo rm of 

cu r rency , banks 1 r e s e r v e posi t ions have general ly remained tight, and the 

level of member bank discounts with the Rese rve Banks has been high. While 

banks a r e in pos i t ion to take c a r e of the seasonal c red i t demands of industry 

and agr icu l tu re , at the same t ime there is likely to be no excess ive c rea t ion 

of bank credi t by the banking sys tem, such as would react iva te the inflationary 

p r e s s u r e s of a couple of y e a r s ago. Monetary and credi t controls at the 

moment a r e contributing about as much as these controls can be expected to 

contr ibute to the continuation of ove r -a l l stability in our economy. 

Thus, domest ical ly , both genera l bus iness and banking conditions may 

be fair ly viewed on the favorable s ide. To cotton men, however, conditions 

e l sewhere in the world a r e of impor tance , too. Cotton has a world marke t , 

not just a domest ic one. P e r m i t me , therefore , some comments with r e g a r d 

to the internat ional economic situation. 

Internat ional situation and "convertibility11 

Viewing foreign economic situations broadly, the significant developments 

of the pas t year would seem to be these : (1) the re was no resumpt ion of inflation 

despite inc reased p r e s s u r e ar i s ing f rom defense p r o g r a m s ; (2) there was 

improvement in gold and dollar r e s e r v e posi t ions; and (3) there was renewed 

in te res t in the p rob lem of susta inable , adequate flows of t rade based on 

convert ible c u r r e n c i e s . 
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The subsidence of world-wide inflation in 1951 and i ts containment 

in 1952 were not solely the resu l t of self- l imit ing forces within the cycle 

running their c o u r s e . The change reflected action taken in most count r ies 

to deal with the pr incipal internat ional inflationary dangers . As the F e d e r a l 

Rese rve Bank of New York points out in i ts Annual Report for 1952: 

"Government budgets were not all balanced; actually 

only a few succeeded in that . But there was growing concern 

over rbudget discipl ine1 , and in most countr ies vigorous efforts 

were made to finance whatever budget deficits emerged through 

methods that would exer t the leas t inflationary impact . As a 

counterpar t of t ighter f iscal pol ic ies , monetary and cred i t r e ­

s t r ic t ions were much more widely imposed, in 1951 and 1952, 

than at any other t ime in the pas t two decades , thus helping 

to curb any tendencies toward an insupportably l a rge growth of 

pr iva te investment and spending. lt 

Along with the f iscal and monetary r e s t r i c t ions imposed, the downward 

revis ion or s t re tching-out of defense outlays by Western European count r ies , 

as compared with or iginal pro jec t ions , was another important factor in 

avoiding inflation in 1952. It might be noted h e r e that, unlike the situation 

in the United States , this s t re tching-out or cutting back came before and not 

after most of the road toward or iginal goals had been t rave l led . Moreover , 

Europe , also in cont ras t with our exper ience , did not succeed for the year 

as a whole in ra is ing production significantly to offset inflationary p r e s s u r e s , 
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although some improvement was apparent in the final quar te r of 1952 and 

good ha rves t s did provide a modera te i nc rease in pe r capita food product ion 

during the yea r . 

A major development of the pas t year was the improvement in 

the ba lance-of-payments and gold r e s e r v e posi t ions of most foreign coun t r i e s . 

Accompanying this improvement , however, was a modera te decline in t rade 

volumes , not only among the other friendly countr ies of the world, but also 

in their combined merchandise t rade with the United States . While many 

count r ies came close to ove r - a l l balance in their accounts and a number 

succeeded in adding to their aggregate foreign exchange r e s e r v e s , there 

was st i l l an aggregate deficit in 1952 of about $2. 5 billion on t rade and 

se rv i ces account (excluding mi l i t a ry aid). This r ep resen ted considerable 

improvement in the dollar gap of more than $11 billion which existed in 1947. 

It must be rea l ized , however, that this reduction of the dollar deficit in 

1952 was achieved in considerable pa r t by increas ingly severe r e s t r i c t i ons 

upon impor t s by countr ies threatened with imbalance in their internat ional 

accounts , notably the s ter l ing a r e a group. 

In view of the improved gold and dollar r e s e r v e posi t ions of foreign 

count r ies , even in the s ter l ing a r e a group after mid-yea r 1952, attention 

is now being focused on a f resh approach to world t rade and payments 

p r o b l e m s . The new focus const i tutes another significant development in 

the internat ional scene during the pas t y e a r . In this f resh approach emphas is 

cen te r s on a p rog re s s ive rep lacement of aid by t r ade that is based on 

cu r rency convert ibi l i ty and free internat ional c o m m e r c e . The c lear 
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implicat ion of the shift in emphas is - so concisely put in the slogan, 

" t r ade , not a id" , is that foreign countr ies recognize their basic need to 

expand productivity and achieve a balanced output of those goods and 

se rv ices for which they p o s s e s s a comparat ive economic advantage in 

manpower, ski l ls , and r e s o u r c e s . It should be noted also that this shift 

of emphas is c a r r i e s a challenge to the United States as well: that we 

should ourse lves make p r o g r e s s along the road of internat ional in t e rcourse 

by opening our m a r k e t s to the products of the r e s t of the world. The key 

point of the f resh approach is to be found in the emphas is on convert ible 

c u r r e n c i e s and the unshackling of world t rade among free nat ions . 

Convertibil i ty as a goal has fair ly genera l acceptance. Few vigorously 

oppose it as a long-run objective. Differences of opinion, somet imes 

sharp , come in the a r e a of how and when. Take, for example, the r e su l t s 

of the recent Anglo-American economic ta lks in Washington. According to 

the joint communique of March 11, it was agreed that the achievement of a 

workable and productive economic sys tem within the free world would 

r equ i r e : (1) sound in terna l pol ic ies "by debtor as well as c red i tor count r ies" ; 

(2) "the eventual convert ibi l i ty of s ter l ing and other cu r r enc i e s and the 

gradual removal of r e s t r i c t i ons on payments" ; (3) a "relaxat ion of t rade 

r e s t r i c t ions and d i sc r imina t ions" ; (4) "the c rea t ion of conditions both by 

c red i to r and debtor count r ies , which will fos ter internat ional investment 

and the sound development of the r e s o u r c e s of the free world"; and (5) a 

construct ive use of internat ional inst i tut ions to promote these po l ic ies . It 

was indicat ed, however, that the na ture , scope, and timing of specific 

m e a s u r e s to achieve these ends would requ i re fur ther intensive study, and 
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that d iscuss ions would be n e c e s s a r y with other governments and the var ious 

internat ional organizat ions concerned, including the Organization for 

European Economic Cooperation. (Emphasis is mine. ) 

The convert ibi l i ty p rob lem posed is not as easi ly solved as was our 

resumpt ion of specie payments in 1879. In this country people a re free to 

leave one a r e a and go to another in sea rch of their bes t economic opportunity. 

Goods can flow with re la t ively l i t t le r e s t r i c t ion a c r o s s state l ines . A dollar 

in Tennessee is worth the same as a dollar in Texas (even though this may be 

ha rd for Texans to bel ieve) . Such conditions as these do not exist among 

the sovereign nations of the world, even among the friendly nat ions. Internat ional 

boundar ies a r e b a r r i e r s to c u r r e n c i e s , to goods, and to people. 

Essent ia l ly , it s eems reasonable to say, we a r e in this phase of the 

r e t u r n to convert ibi l i ty, - the phase wherein the free nations of the world 

a r e adjusting themselves to new production pa t t e rns which a r e n e c e s s a r y to 

sustain an increas ing flow of goods between them. Success in this stage of 

shifting and enlarging production so that internat ional t rade may be inc reased 

will r equ i re new inves tments , and, what is probably much more difficult, 

real locat ions of manpower. 

The appeal of convert ibi l i ty of c u r r e n c i e s and free marke t s for t r ade 

is grea t . No be t te r device - consis tent with individual l iber ty and f reedom -

has ever been invented to al locate capital and manpower than the composi te 

judgments of free m a r k e t s . But achieving these goals of convertibil i ty and 

free marke t s is a slow, arduous p r o c e s s where many sovereign nations a re 

involved. Witness , for example, our own re luctance to open domest ic 
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marke t s to foreign goods and to lend on pr iva te account to other nat ions . 

Notwithstanding the difficulty of at tainment, the free world should 

push ahead toward these twin goals . Pe rhaps it would be fitting to c lose 

this port ion of the d iscuss ion with the words of an eminent Br i t i sh scholar 

who said in a 1952 t r ea t i s e on "The Pound Sterling'1: 

f!I have the uncomfortable feeling that unless advocates of 

f ree en te rp r i se a r e converted . . . (to a doctr ine of unlimited 

convert ibil i ty of cu r r enc i e s and unlimited ass i s t ance f rom the 

Centra l Banks to the money marke t s in t imes of c r i s i s ) , f ree 

en te rp r i se in the world will pe ter out, and that the detailed 

manipulation of foreign trading re la t ions will grow ever more 

complex and minute, until we have fastened upon us , not 

perhaps a to ta l i ta r ian sys tem, but one equally rigid, the 

resu l t of j a r r ing b i - l a t e r a l ba rga ins . ft . / 

Cotton situation 

I enter this field with considerable . t repidat ion because I face he r e a 

company of exper ts on this topic and par t i cu la r ly on the question of foreign 

demand for our cotton. Doubtless I ought to sit down at this point and let 

Caffey Robertson take over , but I have decided to plunge ahead with the hope 

that Caffey will c o r r e c t me if I need i t . 

Essent ia l ly the c u r r e n t cotton situation is one of world-wide su rp luses . 

Large supplies in the United States , in Braz i l , Egypt and e lsewhere this side 

. / Roy F . Harrod , "The Pound Ster l ing", page 3. 
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of the Iron Curtain a r e dominant forces in the cotton marke t s of today. The 

1952-53 crop year will produce something in excess of 28 million ba les of 

cotton according to e s t ima tes based on ginning f igures covering a l a rge 

propor t ion of the cu r ren t crop in the Nor thern Hemisphere and on crop p rospec t 

r e p o r t s f rom the South Amer ican count r ies . F r e e world production, p resen t ly 

es t imated at 28. 2 million ba l e s , is expected to be slightly under 1951-52 

production, but when added to the 13 mill ion bale c a r r y - i n August 1 (last) 

gives a total supply of 41. 3 million ba les - a postwar r eco rd . This supply 

appears sufficient to provide for consumption about equal to that of 1951-52 

and to add another 2 million ba les to c a r r y - o u t stocks on August 1, 1953. 

F u r t h e r , it seems c lear that i m p o r t e r s of cotton a r e inclined to let the 

expor te r s c a r r y the burden of the surp lus . Stocks will accumulate in the 

exporting count r ies . 

United S ta tes . exper ience is s imi l a r . Adding this crop y e a r r s 

15 mil l ion-bale production to some 140, 000 bales of imported and "city crop11 

cotton then to a c a r r y - i n of 2, 745, 000 bales (made up largely of "free11 

c a r r y - i n with only 239> 000 bales under Commodity Credi t control) , total 

available supply he re should come close to 17. 9 million ba l e s . Such a supply 

would exceed that of the two previous y e a r s but would be l e s s than the 21. 5 

million of 1949-50. In t e r m s of use or "disappearance1 1 of this total supply, 

it i s expected that domest ic consumption, despite a se t -back in January, will 

be just slightly be t ter than las t yea r , exports l e s s , and c a r r y - o v e r , pa r t i cu la r ly 

in the loan, substantial ly m o r e . 

Expor ts a re the key to the significant difference in d isappearance of 
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total supply this year as against l a s t . Fore ign demand for United States 1 

cotton has been cur ta i led and our exports have been running l e s s than half 

of las t y e a r . s r a t e , having totalled 2. 2 million ba les through March 14. The 

decline can be at t r ibuted to (1) g rea t e r availabili ty of "non-dollar1 . cotton, 

(2) the tendency for i m p o r t e r s to let the p roduce r s c a r r y the burden of the 

surplus , and (3) the possibi l i ty of "dumping.. government-held Braz i l ian cotton 

on the world marke t . 

Despite a half-mil l ion bale decline es t imated for free world cotton 

production in the cu r ren t crop year as compared with las t , production of cotton 

is cur ren t ly up in Pakis tan , Turkey, Egypt, Anglo-Egyptian Sudan, and other 

non-dol lar a r e a s - excluding India. Exports f rom these count r ies , according 

to the la tes t available information, a r e running substantially ahead of yea r - ago 

vo lumes . Thus, even with no change in world—wide supply-demand 

re la t ionships , United States 1 exports would be at a disadvantage this yea r . 

With the additional leverage afforded i m p o r t e r s by the surplus accumulation, 

the United States - the world1 s l a rges t exporter of cotton - is under sti l l 

fur ther p r e s s u r e . 

Reasonable "guesst imates 1 1 on United States 1 exports for the cu r r en t 

year range f rom 4. 25 mill ion ba les (by an MSA official who s tar ted las t fall 

with a 5, 3 million figure) through the USDA.s la tes t es t imate of 4 million, 

to that put out in F e b r u a r y by a leading spot f i rm, 3. 5 mill ion. 

A range of 3. 5 million to 4. 0 mill ion in exports coupled with, say, 

9. 3 mill ion in domest ic use leaves a substantial c a r r y - o u t at the close of this 

c rop year - namely 4. 5 mill ion to 5. 0 mill ion. Such a c a r ry -ou t compares 

with 2. 7 million ba les l as t yea r , 2. 3 million the year before that, and with 
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6. 8 million in the crop year 1949-50. P e r h a p s a fair es t imate at the moment 

of the amount of the c a r r y - o u t that will be found in the CCC pool is a half 

and half split , again depending on the export volume. The lower this volume, 

the g rea t e r the por t ion of the c a r r y - o u t in the loan, and vice v e r s a . The 

free c a r r y - o u t will likely range between 2. 0 and 2. 5 million bales and 

should r ep re sen t an adequate supply for the t r a d e . 

Now, what of p rospec t s for the coming y e a r ? If weather p e r m i t s , 

another l a rge cotton ac reage appears probable . In the pas t , cotton p roduce r s 

have seldom reduced ac reage more than four or five per cent f rom the 

previous year except under unusual c i r cums tances or when ac reage controls 

were in effect. Repor ts to date suggest that p roduce r s will again plant 

cotton in a big way in 1953, because 1953 ac reage would be included in 

determining individual f a r m al lotments in case of subsequent imposit ion of 

r e s t r i c t i o n s . F u r t h e r , in many a r e a s , cotton (even at cu r r en t p r i ces ) sti l l 

provides the g rea tes t net r e tu rn per a c r e , considering that p r i c e s of most 

agr icu l tu ra l commodi t ies , along with cotton, have had substantial dec l ines . 

The a r e a that is in g rea te s t question regarding ac reage is again the wes te rn 

section of Texas and Oklahoma, where mois tu re r e s e r v e s a r e low and 

abundant rainfall will be needed this spring and summer to induce full 

planting of dry land a c r e a g e . 

Another factor in the cotton f a r m e r s 1 intentions to plant is that the 

loan ra te on next y e a r . s c rop will be higher than on this y e a r c s , par t ly 

because of the spread between 7/811 and 15/ l6 n p r i c e s . A loan value of c lose 

to 32. 50 cents seems l ikely. 

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



- 15 -

So - I ask myself what I would do if I were a cotton p lan te r . The 

answer is that I would probably plant cotton, despite the reques ted voluntary 

18 per cent acreage reduct ion. I would plant cotton just in case o the r s 

should also ignore the reques t for voluntary ac reage reduct ions and plant 

cotton, leaving me behind. The r eco rd shows that since 1920 there have only 

been eleven y e a r s when ac reage as of July 1 was cut 5 per cent or more f rom 

the previous yea r , and in each instance some compelling force was p r e s e n t : 

p r i ce col lapse , adverse weather , labor shor tages , or Government r e s t r i c t i o n s . 

It will take some such powerful force to reduce ac reage this year , in all 

l ikelihood. 

E a r l i e r March e s t ima tes by a leading spot f i r m support this judgment 

with a figure of be t te r than 27 mill ion a c r e s to be planted, in cont ras t with 

26, 460, 000 planted las t year - an inc rease instead of the requested 18 per cent 

d e c r e a s e . F u r t h e r , c rop planting intentions in other commodit ies announced 

March 17 suggest no major shift to these c rops such as could be expected 

if cotton were to be cut. 

Thus with no major change in acreage this year (or even some slight 

inc rease ) the cotton f a r m e r s a r e repor ted as feeling that this year r e p r e s e n t s 

the las t chance before the r e t u r n of ac reage con t ro l s . The crop just mi s sed 

controls for the 1953-54 season. Many in the t rade believe that continuation 

of p re sen t t r ends makes controls a reasonable probabil i ty for the 1954-55 

c rop , unless war or drouth in te rvenes . Bar r ing these , cotton p r i ce p rospec t s 

would not seem bright . 

In conclusion, what I have taken so long to say can be compres sed 

into th ree points: 
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(1) B u s i n e s s i s good h e r e a t h o m e . 

(2) Internationally (except for the al ternat ing war -peace tensions) 

conditions a r e fair and improving. 

(3) Fo r cotton, p rospec t s a r e l e s s br ight with, export volume down 

and la rge production apparent ly ahead. 

My saving thoughts as I have been del ivering these comments w e r e , 

f i r s t , that a lot worse outlooks have been successfully faced by cotton sh ippers 

and dea l e r s in y e a r s pas t and, second, that if I were always r ight I would be 

apt to be out there with you and not up he re on the pla t form in the guise of 

a F e d e r a l Rese rve banker . 

oooOOOooo 
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