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JULY 29, 1964 The Business Situation

Expansion in business activity continued as the economy entered the second
half of 196h, the United States Department of Commerce reported today.

A round-up of the business situation appearing in the July issue of the maga-
zine Survey of Current Business, prepared in the Office of Business Economics,
notes that personal income and industrial production reached new highs in June
while private housing starts and permits recovered somewhat from the April-May
ievel, Consumer demend remained strong as retall sales were maintained at the
record lMay rate.

Preliminary estimates show gross national product in the second gquarter at an
annual rate of $616-1/2 billion, an increase of $10 billion from the revised
first quarter total of $606-3/4 billion. Although personal consumption expendi-
tures rose $6 billion from the first quarter, there were indications that con=-
sumers were saving - at least temporarily - & substantial part of the additional
income received as a result of the tax cut. Relative to disposable income, sav-
ing rose to more than 8 percent during the second quarter, compared with an
average of about 7 percent in the preceding year.

Federal Government purchases of goods end services increased markedly from
the first to the second quarter because of a sharp gain in defense expenditures,
and State and local outlays continued their long-term advence. Fixed investment
increased only slightly, while net exports of goods and services fell by more
than $1-1/2 billion, due to & rise in imports.

Personal income reached a seasonally adjusted annuel rate of $489,2 billion
in June, & gain of about $1-1/2 billion from the month before. A general rise

in employment in nonfarm establishments ~ ebout 100,000 after seasonal ad just-
ment - helped 1ift the payroll total more than $1 billion. Proprietors' income,
dividends, and interest income showed small gains.

Unemployment rose somewhat in June, to a 5.3 percent rate, after having
fallen rather sharply from 5.4 percent in April to 5.1 percent in May. The high~r

June rate should not be allowed to obscure the fact that there has been some
improvement in the unemployment situation this year, OBE notes. The first half
196l jobless rate was 5.4 percent of the lsbor force, compared with 5.8 percent
in the first half of 1963 and 5.6 percent in the second half. The number of
persons out of work in June was 200,000 fewer than the average for 1963.
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Industrial production increased asgain in June, for the 10th consecutive
monthly rise. Automobile output continued at the record April-May rate;
production of other consumer goods and business equipment edvanced. Output
of most nondureble and durable materials expanded further.

The steel situation at midyear looked strong, with production and consump-
tion high and inventories relatively low. The June output of 10.2 million
tons of ingot steel rounded out a first half total of 61.2 million tons, the
highest on record except for the first halves of 1956 and 1959, when output
was abnormally high because of hedge buying in anticipetion of strikes.

The rise in steel consumption from the first half of last year to the corres-
ponding 1964 period has been greater than the production rise. There has been
some incresse in total steel inventories so far in 1964 but the accumulation
has been much less than it was a year ago.

The value of new construction put in plsce remained about 2 percent below
the March-April record during June, but there was some recovery in the rate of
private housing starts and in the number of permits issued for comstruction of
new housing units.

Private nonfarm housing starts, which were at an annual rate of 1,65 million
units in the first quarter, fell below 1.5 million, on average, during April
and May. The June rate of starts - 1.55 million = is not much different than
the average for the full year 1963.

The Survey of Current Business is available from field offices of the Depart-
ment of Commerce, or from the Superintendent of Documents, United States Govern-
ment Printing Office, Washington, D. C. 20402, at an annual subscription price
of $4.,00, including weekly supplements; single copy 30 cents.
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