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Residential Construction Boom
Begins to Deflate
ver since OcCtober 12, 1950, when restrictions  there will be adequate su gro]lres of lumber, roofrng

Were laced on the terms of credit for new qne- matekrrals ypsum Doard, c ent, brick, tile, concret
and t ofargr%resrdences bt Federal Reseyve’s Requ- 0 InS ? %a ass The met?Is offer
ation X and the companio ations of FHA and the brﬁ stum moN %tee consumptron 0r most
VA speculation has b rife. as 10 therr probabl civilia prodycts %s cut ﬁ ?rl)ercent In the sec-
ee%tuon home bujlding actiyity in 1 ond quarter fromt first alfo 950 by NPA and
nnounc%d objecti eof the restrrctrons was to %rs In ate tttat this cut will be deepened |n the
reduce the num third an fourt uarters Likewise, the use of lead

er of new_housing starts thIfS Year {0

no more than 850,000 units or about two-fifths less  copper, .tin, zinc, an aluminu h?é been curtailed

than the recﬁrd 1,400, 080 starts |n ]h950 S0 econ and't err incor oratron In many building components
structron aut orrr pre Icte ea”)t ear t (5 compete¥ Pro ibited.

more lr 00,000 "units would be commence Even If It were possrble to estimate at this time

VY] ?oth estimates range upward to 1000 excjt how mﬁt these restrictions WSLH re uce

The lowest estimates are alf of the

dy clear materia ro uctron In t ese
|ne since some 350 000 units wereqbeygun Inthe trrst ear |tg f Impossible tog e the eﬁ)ct Fepon new
our months. eﬁrdentr construction starts oecause o at tthree
The unusually wide ran ein tlge 1951 forecasts IS other unknowns. First, contractors ma F equate
due In part to the uncert m%i the trmes In"the  substitutes; second, the size of invent rres already In
iast It has usu ly been possi et assume that su the hands of burldrnc[; supply companies and individ-
les of materras and labor w ? ? adequate ﬁ ual confractors is no known— and these are prob-
hat the amount of residential building undert bIY quite large; and thrrd the amount of drv rsron
would reflect the collective judgement o contractors that can take place from su r%)Ires that ord marrkl
as to the curr?nt need for housing and the ability of would be used forthemarntena e.and repair of exis
customerf {0

inance their purchases. Unfortunaely properties is indeterminable.. Taking all of these
the supp side of the prcture 1S extremeI?/ uncertarn tors |nto consrderatron material sy gwr prob-
and the demand factors for housing are lkewise be-  a supportcose t0 a million starts |
clouded by recent changes in credit’terms, nterrm financing for builders also poses a hurdle

that will be met with varying degrees' of success. In

(ﬂrebs this Drstrrct ,t IS aIread evrdgnt tltat lenders are usin

Factors tlon as to much material wi a great of caution and selectivity n grantrn
available for residential buildin credrt to contractors Well established “huildérs wit

Pecrall y in the second half of the year. Appa?ently good records are berng taken care of by their cus-
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‘omar financing agencies. But where a good burIder
ast rat the_"beginning o the seﬁson wa?a le to
obtarnacommrtm nto 1%? nits, he was fortunate

oet a commrtment 0 that size in the current
d The enders atthtue sbeen to ?cee wit
aution, to see how the suﬁgﬁ/ of materia rsmarn
tained and to termrnew tertecomE ete units
are readily sold. It con rtr? b aﬁoe atisfactory,
additiona commrtments wil ade. Tem oray
Iﬂan fu}nds however, are costing the contractor more
than they did a year ago.

?n the otner hand, contrac%ors who do not have
we establrs ed re atrons with their suppliers, _or
whose recor s are blemished or unknown, are halvrn
9reat difficulty In arrangrn%c mitments wrﬁ gn -
tﬂ o rhcres Many operat rs will undoubtedly drop

the picturein 1951,

The Demand JUMI ng to the dernla d side Lor hous-
Factors rne rt:are?u re Severa actorsrt at must
them rel te to the avarlﬁbrdl ?gre it or th gossrb?
J the recent .changés In credit terms upon
the emand for ousrng
Ilthas Reen stimated that financial institutions of
all kin g out 400, OOR commitments outst nd-
Hg ctoper 12, ['1950 These were not af cte
the new credrt reo ations, and so gave the huilders
hoIdrng t em a br ef reprreve before the stricter terms
eco re with, OMem ers of the National

ssocratron (o ome Builders re ort that new re?
entra |ding lto now h i e etn eT rrmatn?/
on ese ere ulation commr nts r

Q ; Wbe exha sted B

that t s commitments wi z
ear an i at there will ensue as a consequenc
as rp drop in starts.
The 400, 000 estimate as to the number of P
re ulation commrtmgnts IS only a quess srnc ﬂ??
twas never made erewse 0 actual fa atron
een made of the terms of frnancrng since Octo-
er Za? to how many transactions were or were not
exempt from_credit control. Desprt}e this vagueness
one constructron servrce estimated that by the’ end of
c 2/ %mmrtments on one- to_four-
family unit and ess than 125,000 on multl- fgmrIP/
projects remained on the books. 'Since 440,000 dwel
rnga unrts Were started 1p the November throygh
March peri daccordrnP to the Bureau of Labor
Statrstrcs the de uction could he made that 180,000
units were financed. under the new credit terms In
this five-month Penod The 88,000 starts in April
further reduced the pool of exemptions.

importance of TNe feeling that the new credit re-
Federal Aid  Srictions will drastically. reduce the

dmand for housrno in 1951 is
probabI¥ due to_the growth in importance over the
ears of FHA frnancrng, and more recendy, of VA
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frnancrno Both of these federal aeg?ncres have trended

rec rono more_and moré liberal credit terms.

In.the 1939 ?rrod FHA start accoHnted for one-

third of t e to al starts reporte Bureau of
bor Statjstics, In 1950, FHA starts were 35 percent
tetota and VA starfs took In another 15 percent
% total of 5? ercent for the two agencies com-

rne Requests for VA apPrarsasan F Amortgao

agé) rcatro S are reported y
uced levels.

Muc of the Iendrn? under Federal guarantees ha%
been of the marginal type, in the sense"that many o
the buyers could not meet conventronal bank piort-
age terms which require at Jeast a 40 percent down-
S3{ment with a {naturrt of 10 Xears provided that
'}ﬁ ents Were arge erjoygh to mortd;e 40 ercent

his spring to he at sharp

ractices,
ffect the

e loan In that period. The new creqit re uatrons
have scarcelg/ touched conventional lending E

and the question ceqters on how much they

FHA and VA type loans.

A cIue to thrs ma¥ be found in a recent study en-
titled “New Home rnancrno and Characteristics In
15 Metropolitan Areas.” This surve was made by
% ﬁiureau of Labor Stcatrstrcs and covered new ope-

houses c%mpkete g } the last half of 1949

ur(c ased Fen of May 1950. The survey

was ade rn the 15 argest metro olitan areas In the
coungry an covered nearly 78,000 transactions. It
was fou t19 905 of thiese houses, or 26 ercent
were so wr out any_ aown ayment Th ference
can. be mad that ermrnatron of npvy ent
%elrn would automatically reduce housrng olume

26 percent.
it O L R

Yhe Pendber had rnsrste upon It. Ths can Fbeyr llys-
tr fed yta rno \?ro ?xtre s. In At anta, Georgi F

ercent 0 ort%age ?usef were_sold

wrt wnpayment whereas™In Cleve an 10
Prtts ur Penn Ivanra 7 ercen and 93
Per(cient reﬂ) twely, ere so 5 he firmness of
ending & as much to do with the terms of
finance. Next rt should aso be pornted out that this

survey was made in the major strongholds of federal
guardntees and not In the ‘medium-sized cities and
vrIIa?es where lenders are more conservative apd
most lpans are made on a_conventional basis, Inclu
sion of these areas conceivahly would substantially
reduce the proportion of no-ddwnpayment selling.

Builders and Ienders at least in the Fourth F?deral
Reserve Drstrrct ave reb_lorted since Jast fal

marked trend away from F financing, A
new kind of buyer apparently has entered the market
who has ample”funds to pay cash or to meet reqular
bank terms. Typ rcaII}/ ne IS the buyer who ha% een
walting since 1945 for Pnces to come down before
building or buying, and recent events have convinced
him that price$ are not going to recede in the foresee-
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ble future, It is g \te keIY that the emer}gence of
jns ty(oe of buyer will offset to so0 eexte t ose who
rop-out of the market because of insufficient funds.

New Credit TNe accomp anyrng tahJe shows the per
Terms Will Lc)en age distributi n of own a mené
Pinch rY usrnr\;/ Prrce class th fr reval
Cleveland Metropolitan area in

the last half of 1949

It s Eossrble to use this table to make some vercy
rou%h e trmatef as to the proPortrons of the transa
tions, that would have been eliminated under present
fredrt reﬁulaftrons If thejy d been In effect in the
atter ha 1949 under t e .assumption that each
bu er paid as much, down T his r sourcesP grrt

Exact comp uta}tron IS COW Icated 3/ g
Ereads In eac casso usrnq an Xthe drff rent
requirements of Regulation X, the FH

or example, in the $5,000 to $9,500 price class
the downpayment requréement for veterans will vary
from 5 percent for the 0 unit to lf ercent for
the $9,500 unrt U er FHAf and Reu X, the
own ayment wou vary from percer] 0 22
percent.” Using the stricter FHA and Requlation X
credrt terms and assuming a require ment

rice

n
e e R
been ermrnate or near

upercent of the samgle
Prousp ér ﬁwnp [yment requirement of 22 percent
assumed, then af least 54 percent of thrs group
would have been eliminated.

If this b)vrocedure is followed for all of the price
tc(zjrﬁsses %ho Rom tahee table gom rerrcnenrt] ofothe tarla msgr?t
lons, would v Inimum dow
requirements rt calcu ted at the IIow end or‘n Htey rice

Rrack%t and 39 Bercent (of t ehtransactrons would not
ave been consummated it the downpayments were

caIcuIated at the ugper limit of each rnrrc Rracket

On an avera%e hasis, perh ap% %rlc t ﬁ
Ple grou uld not hgve een ‘able to cIose thelr
ransactl T the creait redurrements of the VA
wereH a out2 ercent of the buyers would not
have had sufficient_ down ayment
el S e

v v
WarII Itwastﬁrsdrodl h provide the bu‘kofothe
ow ownrl)ayment ransactrons with 28 percent nP
dNown Percent or e]ss and only 22 percent %
(npa%men 5 of moret an 35 pe g {5ent On the ot
ercent of the non-W War || veterans
P own more than 35 percen d 50 mterestrng
0 note that onI a out two-thirds o the vetera
Eroup fook a vanta strar t VA |nancrn
A-VA combrnat1 rrst and second mort %s
? d ﬁ]ercent Otr the veterans were aRe t0 pa
ca (E)rrce or their homes. In the nonveteran
sam le ug 1 ercent of the buyers did not need
to orro for h rourc ase.

For the Greater Cleveland home market, it mrﬂht
be asiumed tha(s the new credit restrictions will
curtar new buildings as m%rch as some have predict ed
In fact, a recent styvey of builders and Ienders IndI-
cat S th%t new housrn seLrn? well and buyers seem

e to ralse esr wnpagﬁdents Th ra
con rtron also_seems toPevar in the small towns an
cities of the. District, Cleveland, however,_ may proye
t0 be a special case, The B.L.S. study of 15 metrgpoli-
tan areas 5howed thatt ea ergge rnrtral equrty in all
Hr Ltgage homes in C e%/ 53 roercen the

Ighest™ In the nation, followe rfv C rfa 0 wrt
an average . of 3l oercent Pittshurgh also™ was a
eader Intnis respect with gwno/ ynients avera rng
21 Rercent On the other han ery important are
such as Los Angeles, averaged only 16 ﬁercent The
lowest average occurred In” Miaml with 8 percent.

Table |

PERCENT DISTRIBUTION OF NEW MORTGAGE-FINANCED
1-FAMILY HOUSES IN THE CLEVELAND METROPOLITAN AREA

Completed between July-December 1949

FArlnlalnllct d
PRICE Homes

No. % Total 0%

$5,000 to % i % % 12%
1 00 and Gver
Total i, 2,410 100 100 3

Source: Bureau of Labor Statistics
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Percent of Houses _Bou%ht with
Initial Equity o

15%  6-10% 11-15% 16-25%  26-35% over 35%

N A |

5 1 1
7 7 5 14 19 45
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Monenya(;ket §§Wft e aetr)]q[nrgj]gﬂmenpg)flc Xevt\il F')g% Index of Value of Cozié ragt Awards by Quarters
rices for Governmen securr les. has introduce _

g g P ﬁ]e Jeman fa 1948 Quarterly Average = 100

dditional complicating factor in or
housing. Heretotore, asubstantral su?gly of real estat
mortgage money was b]rovr ed nders who sold
Government bonds to aeFederaI eserve at premium
rices and then | vesit the proceeds, in real estate
ort %ges Since t [) Rart of April, the. Govern-
ment hond market has been permitted to drift down-
ward 1n an orderly fashion as the Fe eraI Referve
withdrew to allow the market to seek a ower ?ve
As a Consequence, fa lender must take gr loss | e
wishes to dispose of bonds to make additional rea
estate loans.
The effect, as might have heen xgected has been
0 0t (0 . ot ple extent b souge 1 mort
T o o o e GO IR o nt e
USt as attractlve If not more S0, than a ercen Eulrm t Bast nine rﬂonths howevrir volume has been
reérltlt eSFtatteA mortga net ar(rj ?OmHOSt qu io a 4*;1 olding up better in" the seven smaller areas.
Ce £e a eral guaranteed *  Pittshurgh, Cleveland, and Cincinnati
rHort aﬂe oar(t]s have th éJS |ost toaconsrdergbled gree o Akron, gCanton Co(tumbus Dayton, Erie, Toledo,
their’a ractrveness and there 1S a pronounced and Youngstown.
ency to shift avar lable furids Intg conventrona and  Source: F. W. Dodge Corporation

nonguaranteed mortgage loans. The extent of this
?rq ﬁ H At the tractors {o proceed with more cautron in 1951 in order

ST howeter, cannot % yel be ezt
morient, however, i agﬁears tha e geeral ighien: fo avoid, some of ne cosly d a%yfltﬁx erignced 1t

dﬁrnced eff ergtotrrlgonr?esrdentra?)bdlldrngaacrtrr]ﬁrrtyt an SRR U Aol contract awards for the Dis-

Uhe resirictions imposed by regulation”on the™terms —yict i i apparen hat a?eve?mg off is beginning fo
i e R il T

C ion [t IS drffrc It to find figures for the

i ol el e Dii P”CFtai?oYtd%&@ “”{fe”a?44‘bf/%recﬁt”%@ase? e

credit controls Rave e d reat etect pon fes- §ure easurexl he number o e el

ST, the Drstn t ecrne ues, not as large as that
ﬁ?@{'ﬁatgogﬁgf“%'yﬁ eﬂv'%e § m%s(t) fee'cb('ﬁp(?r'g exbenencfed bg/ e entire U. S, April stars in ttag
tion for t evdjue of contracts pivar ded. AT T lon, Jrop dt ontrast asonaly by 5 percent an
indicate that fourth quarter volume in 1950 was 9~ Were o4 PETCen ower han & year 4g0.

?rergt:ed]ttraarrteeﬁdo ffgfisﬁ‘,v”;g téartgrcrenml%d]%gr(rjrhg? %ﬂg pistrict  The trend of residential construction for
comParabIe perrod i 1950. Moreover, the seasonal ~ Trends recaerrtrt ﬁ%rschlzrtdsﬂbcr}vesdaﬁyrn%nxagtaggrnt-

d?C1|9”5eo 0 ?ﬁg %'r@? activity from the final 3 months ez awards for the three Major metropo?rtan areas

uarter of 1951 was less than half
combined (Pittsburgh, Cleve and and" Cincinnati
theE\%%p”ex hee“eanbcseenc% yoeararérlgocontrols on buildin and for sev(en smaI?er metropolitan areas combrned
actrvrt rt could not bee ected thatthe henomenaq t(o'%vknmnangaetr?en F?e%lﬁgwgmaaytf’”esloi%d%zt?gngﬁ
gace 0 would be maintained this ear Valde tan areas account for about our- fifths of D| trict

resrdentral contr s awar ded In 1950 Were near
ercenta ead o the previous year and there were coonrspt(rJt#gtrgrr]r yolume as reported by the F. W. Dodge

SI 5 fnat the VO me 0 COHSUUC jon starts had out- * Metropolitan areas as defined by the F. W. Dodge Corporation refer
t\lljlrantghero?e/gtlsag ¢ sugp I%Sa ? ag?%%lfaer (?Uéj t(gaPor tCo the e%trre county where the m%ror city named |% Iocatepd except for:
incinnati, which includes Hamilton county, Ohio and Boong, Camp-

atgrras or fl abor or bOth Unfavorable Weat?]er bell, and Kenton counties, Kentucky; Cleveland, which includes Cuya-

furt er delaye F the completion of many of the 1950 hoga and Lake counties;  Pittsburgh, which  includes Alledheny Beaver,
Westmoreland counties; and, " Youngstown, which includes Mahon-
starts until gny recently. It Is Iogrcail fo expect con- ing and Trumbull counties, Ohio, and Lawrence county, Pennsylvania.
Digitized for FRASER
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It s particularly rnterestrng to, note that construc tb this meaere of_construction Columbus leads
tion in the seven smaller areas is hol drn% dhe er |st |ct with_an inv sﬂnent of $3 ? g cawrta
than in fhe three lar eﬂ cities. Contracts awarded |n urrn ast ¥ears owed by Cleveland with
t e ?mal er Cities a rose coptraseasonally Jfr an in estm nt o H q ith ﬁer capita

ast quarter of 1950° to the first quarter of t rs valuatron or only $93 was the lowest of this 10-city
ear and were 68 percent ahead of t ear- a?o h’
eriod. In Pittsburgh, Cleveland, and Cr crnnar Another method of ¢ mparrn% inter-city construc-
combined volume rn the frrsdt three mgnths of 1 tion actrvrty rs to relate the net | crease In d) ulatron
was lower than rn the prece mg perro and only Jt a {0 the a]ctua rncrease In t e umber , of
P gent hrg er than in 1950, T wel md units. This procedure was followe

ese rvergent rends usrng
it to the thesis that credit controls are  data erved from the recent Census of Housrng an
Eorng have more effect in_ the large cities where enﬂrs of Pogu ation. The incregse In the number of
A and VA loans are very important, hut will not we rn? units.In each crywas |vrdedb the rest

be S0 notrceable In th ama ler o unities. trve rnc eases |n popu éatron ang the_quotients m tr
Decentralization of In ustr% will also operate in the H d g gtﬁe then is the number

t actrvr welling, unrtsa e rnec

rectror] of sustarnrngnresrde lal burldrn% crt¥ d%er increas 100
e smaller towns to, "house the e(rjntrcr at g Infl f persons’in the past d ec(? | eac o the
abor, Reﬁorts ave been r fecerve ense 10 crtres rs ranked. i escendrng order of activi
r]stallatro Rr ex ansrono Industr wrt new ranch cor %to thrs rrteasurrng6 e\Hce Pittshur |s
%ants In such to naa a, Newark, Marion, Elyria, the leader 1A the District with 65 additional dw
ayton, Bucyrus, an

otners. units for each 100 Bersons ﬁ dded to the metr fopolrta
L

us ranks nint. in this sc
Construction in DUg (0 ife fa? { that each of the o? comBarrgon Wit 34 additional dwenrn units ?or

Major Cities  Major metr ortan areas Varies.In
srze(J ?%row need for each 100 [crease inpopulation, wherees it ranked

new housing, if is dif |cu?t to make drrect mean|n fuI st in value of new 00“5 ruction per. capita. ThJS

comparrsong t[ the. number of new unrts or va ug of d’fsflere'gce 13 eﬁrp ained tevery raprd dgrom{t n

contracts awarded in each communrt gacent %% %[']%” 19V%0|0Cant8numwtlrjrscheh(ggnhnecesmaﬁgs\tveeerr

bar Chart reglices ong measiire or i 8'”9 d “V'tg canita mvesiment i (6 Drevious. comparisop. ks

Lo o Ol hees'clﬁ’;tr'ta Con”ag} SRR fg aebor r the Upper half of thg |strrct in tefms of adarng
Fhtan areas the value o? tota?F W. Do ﬁr DOrg- ousing for its increased population.

ion rear denti cF contract awa[ds from 1 46 throug _

1950, divided by 1950 population. Is Supply Catching Up?

In, view olf the vast amount of new residential build-

ing in the last decade, particularly since 1945 and
PER CADTA, EXTENDITURE TOR thg modernization aqdpconversrorlr or olter_single
1946-1950 Inclusive amily or commercial properties into multi- fam y
Table Il
CHANGES IN POPULATION VS. HOUSING
1940-1950
. _ Increase in
Metropolitan  Increase in Increase in ~ D.U. Per
Area No. of ~ No. of Dwel- 100 Inc.
Persons  ling Units in Pop.
Pit tsburgh ............. 131,904 85,552 65
Youngi OWN.vvres 5221 28,403 o
Cleveland.......... 198,241 84,378 43
Canton......vvmeeen 48,307 20133 )
s I
. the Fourth District hl dit :
Do rar vl G B B
ever, rartl Pom $93 In "Canton to $338 In Columbus. CoYumbUS_ ............. 114698 39441 34
Source: F. W Dodge Corporation and Bureau of the Census Cincinnat........... 119,553 39,575 3
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nits, the question is frequently posed, when will the
Housrn s%rtage eoverhomey Fg)ut anovh are

t00 many houses bern
put glut the market?
The followin Og tables derrve

from the 1
of Housrn an

i
opulation from Apri 1, 1940 to Apri
otgrnumber of 8
mi[lion, an increase of
million’ Eersons Irvrn? there in' 1
crease | coBsrderab

expe rrenced

y the entjre United States.

Census of Po
vide n part the answers to.the above question, .
le" 111 shows in defail the changg in Drst_rhct
eople. In the area Is now cloge to 13
104 percent from the 11.
The rate of In-
below tge 145 percent rate

built and will this year’s out-
he answer still 1s not clear.
1950 Census
pulation pro-

hen poPuIatron changes are anah(zed by broad

R
trict, incr in poP faron ﬁ .15.0 percent
past ecage toatota of 7.9 million persons. T

western Pennsylvania counties In the

re Im-
e Dis-

hn thg

IStrict, garned

5.6 percent and about seven-tenths of this Increase

Table |

June 1, 1951

took place in the Pittsburgh metropolrtan area The
56 counties In eastern Kentuck 3/ ractical % r]
change In population d urrng th Epast 0 years, wh
the |s(§r|c 5 6 Panhanale riountr f In West Virginia
r%p 3 percent In total population,

he rate and drrectron of p opulatren change as be
tween. the metropolitan areas and all P Lpartﬁ
the District 15 shown In the lower part of the tab

changes in |1 general, the crtres with a 1940 count
Population of beween 20 8 and 40000

showed the most rarﬂ rates of growth.
With the exception of Toe? 3 ad gains ifn excess
of 20 gercent with DaP/ton e mH the District with
a rrse f 35 perc%,n eveland, ORio’s ar%?est metro-

tr)v(h Ifan area, a percent to its_popylation
lle Cincinnati was u

percent, largest

metropolitan area in the Brstrrct %Prttsbur%hz ar‘cheg
7per ent. In sha contrast to these Increases score
the metroépo Itan centers wa? the 5 percent ﬂd

v nce experienced by the rural areas and smaller

(CONTINUED ON PAGE 9}

FOURTH DISTRICT POPULATION

No. of
Counties

gh”-htrt-:zz-:-:-:-:-:-:5-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:5-:-:-:-:-:-:-:-:-:-:-:-:5- o

UNIted SEAtES. .o
Fourth District as percent of U.S.......
Me\[(oaolrtan Area*

Total 10 Metropolitan Areas.............
10 Areas as percent of Fourth District.
Balance of Fourth DiStrict..............

nce OB ISUIC'[ as percent 0
0V DL 14T

Source: April 1, 1950 and 1940, Census of Population

* A defrned by F. W. Dodge Corporation
Digitized for FRAS

http://fraser. stloursfed org/
Federal Reserve Bank of St. Louis

1950

G

13,032,470
150,697,361

8.6%

1,118,216
54.6%
5,914,254

45.4%

1940 Net Change ~ ChaRme
0
(IS I
) ] -+ 1 + '
3 | ¥
180958  + 1220042 +104
BLEO2T5  + 19028085 +145
9.0% 6-4%
: ? + 0 +
) —+ 1 i
1,201, i J,’ +15
: -+ , +24.
| 7 51
1 % by 1171:
4 toy ft
6180987  + 92820 +15.0
52.4% 75.9%
5610540+ 294713 b 52
17.6% 24.1%
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Program for Voluntary Credit Restraint

0 combat the rnflathonary g{essures arising from Wrtl be needed to flr]nance drrectl (t 3 [productron of
the im | srtron of a g ense Pro ramon an _ defense materral Others will be néeded to maintain, or
econo w ose resour es were already In_a state of expand the output of %oods and servrf %for crvrlran
high Pog/ man wea)p%ns in consumption. But ther are and wil demangs
de ocrat rsenaf have fen brou ht to bear. These for oth rIoans whrch wil not be-used to add to the
ran e from direct ghysrca contros on Prrces Wages overa D Zsrca production of our economy,
aterials, thr gh a variet ?f fiscal controls It Is the purpose of the Pro%ram for Vqu Frly
chre y taxes) to thé less spectdcular monetary re-  Credit Resér |nt to |nguce a strofig cooperative effo t
straints, hoth uantrtatrve an qualrtatrve Among the  among [enders to hold to & minimum the amount 0
Iast]mentrone Ype of confrols the Prorqram For nonP uctive loans to business, and to restrain hor-
untary Credi Restrarnt 1S a newcome new In rowlng by state and municipal authorities for projects
the sense [( at it now has formal sh aé)e and_Congres-  which”can be postponed %hou damage to the de-
sional bac mg untary restraints on credit are not  fense program To ach revet ojctrves of the Pro
unknown, for as recenfly as 1948 similar. ob ectrves gram, lenders should be satisfied that. each loan
Were Set by the American Bankers Association commensuratel Incr a(f ‘ or maintaing( s? é)r
Autgorr for the re] entyor%anrzed Brogram how- ductron Processrn? istribution of essentra %os
ever erjves from t]e Defense Production Act (if a}]n services," 17 1T Js obvroérs thgt interpretatio ?
%0 which states t a}t the President may_“consult  this standard ma drffer widely, but this rs mevrtab
wit reBresentatrves of industry, business frnancrn? ,f any general rue\fr en applied to such a complex
%rrcult re, lapor and other interests, with a vrew 0 ela of actrvrtar as lending. Certain examples nave
e courarTrrn the mak mg y such persons with the been given of |

ans whrc woud econsrdere roper
aﬁarova by the Presrd nt, “of voluntary agnreements or |m£rolf)er T?/ pes of oans which would be con-
and programs to further the objectives of this Ac sidere strfraberncltéde irect and indirect defense
Also un er the autnority of the same Act the Presi- roduction loans, and loans “for the productron

de B e%geated to_the ‘Board of Governors of the rocessing and orderlydrstrrbutron of agricu Jura | and
F%aﬁgn serve System his powers with respect to gltperyslt]aft% [0 ejr?ttrsa i agdd ao gggéis gnt eseé\érﬁre]s
|
I\ﬁarch9 1951, representatives of commercra(J i 0ans needed 0 augment orkrn? |taI asa
banks mvestment banks, insurance companies an refult of Rrrce and wage Increases are also #eeme f0
e FEIElS, Neplle s, ted asipeent g e e Wil e idoss Octined ove. I 20l
Estab Pshed or ca?ryrng It o%t At the sameFtrme with tror? s(hort term frnaFr)rcr o securrtres d)ead/ers In tﬂerr
orova of the Attorney General, all mancrng orma [perfatrons o ssrst In the Issuance and
mstrt tions In the United States were req(deste% g new stock, r such purposes, Is con-
a% érie?m fo refreln from acting” In-accord With the | ere ese "?ahg which it is hoped to, drscourag fall
? |nto ?olllowrn two broag ﬁrt% origs. Frﬁ Toan
the puplic, an

Rationale of  The basic philosophy of the Program, 10 ellte cor ora equities e
the Program &S entrncr ted 1 (he state ent of loans to % Ire co[]porate equities ore strn% com-
rinciples, 1s thatu |mag the most gﬂnres and plants which would not result jn a over

desirable wa ‘H‘u‘it” Iling the neeqds 0 h/e % ense Increase of production Secondlg loans for specula
Brogram andy of urbrn ﬂtron IS 0 ex an mp trve mvestments or purchases, such as. invent rg/
uction. Increase t minimize th e aa Hruatron o Purc ases Of nonessential real éstate
to mcentrve? and to t gtandard of living whreh |s ant facilities

Pt to result from the diversion of resources from

vilian to military use. Procedure and  The first step to implement the
I the processof | mcreasrng outpyt, more.iNCOMe  organization  Program was the establishment of
IS generated than is matched oods on which that 3 1%1 Ommmf% comprisin
Income Can esﬁent conseque tl% eadrng 0 PVESSUTG four representatives eac ta of commercial banks, |nves

0” “095 This | atronar ressuire can, of course, bé  ment bankers and_insurance companies, under the

of set % increased taxation and increased privafe  chairmanship of Oliver S. Powell member of the

savrn ut fo the extent that the desired_ increase In Board of vaernors of the Federal Reserve System.

gro uctron is not financed by current savrnﬁs and an n May, the Committee was expanded fo Include two
xcess of Government, recerPv S over Goveriiment ex-

gen itures, an expansion 0 endmgsoand con- 1/ Source Statement of Principles; Program for Voluntary Credit

Di

egggn(thtgheEmo ey supply 1s requrred me loans Restraint, March 9,

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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re resentatlves each of mutual savings banks, and (2) Encourage borrowers who already have
? mgs and loan assoma;]ons The” Committee’s EXCEss N entorles to brm? these commlt
unctlons. are fo review the Program t0 suggest ments F mventor}qagos tions.in line as

modifications  if necessarg Ao disséminate pertinen Brompty as IS reaso practlca here-
|n ormation, and to establis fepresentanve ret{uona y red ucmg the amourit of credit being
suncommiftees for eac P financing |nst| ution used in thiS. manner,

artlclpatmgn in th am, Members. (i the re- The sec nd bulletin, |ssu d ?n April 23, enlarged
lonal “committee ea |n with commercial banking  on the |nf ationar potentla teflnancm% of an
roblems in the Fourth District are as follows: ant|C| ated recor VOl ume of business expe dlturT

John K. Thompson_(Chairman) President, The op pian upment Qyng 1851 However, on
bR R R e Gl
land, Qhio . such e ansion of capacity msteef Al P

FraCr1%r|2p&Il-rI]y’B(e:a{rr]nC|ngg}1|| rdVII%e President, The ons to ralﬁoad tro?thng |E fock. | f ital
National City Bank of Cleveland, Clevelant endltures %v%ch e Fot_claksified 8 essental b ﬁ]x
Ohio overnment 0 which do not fall directly |nt the

oftin s e Y My el o 8 o
burgh, Pennsylvania pany: ected outla gls and rgfram from Iendmg funds if the

Robert C. Dowme Pre3|dent Peoples  First expendlture are for purposes similar to the following:
Natl nal Bank and Trust Company, Pitts- “(1) Constryction of facmPes to |mProve the

PttPenns ylvania * First Natonal Bank aom reg%l\ﬁeo eossslethotPaIOgo%Qismdlvdual pro-
atterso re3| ent First National Ban uc

i Rt B O S i
'ra Lﬁeracl) hF%eserSeC Bk o i e Lfent Ines iete e dinbuton of seis

|
The functions f the regionel commites ate o (8) Expapsion ang mot eg?lzgghosrbm%rroggrg%g
transmit information concerni rogram t v fanse off
5 '}? P not related to the defense effort.”
aer%CIPnanot? etrotéiSS g%er%]meersw et e(gef)lrr ng% Scoencsl ic Tp/le mast recent pronouncement of the Commﬂteg
A o o0t pecite n M i 0nceis boriowing by Sate a1

ans re roper or Impro
centra Coen ittee congerrﬂr’{P apelr ﬁCIIO 3 an? the %egé/er %ntsKSa e OfV\F}U IC securmes sntm the

K pes of cases which arhse either the re |ona nor i rea eth 0{6? far tavedaﬁ re ate
t?centr% committees, Nowever, have power to com- '0“ “3'”& te Ola (? outstanaind_state ?”
pel an individual lender to fomply with' their decision m“?lclﬁ ™ 0 .a reclor |t0n 0 a33|s {“
S 0 ity o ) o e%&segy“?gr%ﬁ% L
safet r defense. the Committée listed cer-
operation of The national Committee has issued tam ta@) of exBen |ture5 WhICh it considers should
the Program several f)ulletlns fOCL%SIanraIentIOI] on tponed. Particularly the Committee recom-
particular types of Credit activity mends tﬂat no_ long-term ¥|nancm in excess of cur-

which it considered tg be ofme%or Importance. These rent revenues be made available for these and other
buIIetlns rovide len er? with more specifi¢ guidance S|m|Iar DUrPOSES:

to facilitate their compliance with the anti-inflation- Replacement of any existing facilities that
ary ObHeCtIVES of the Program. " Syt conine 1o Herform thair function
Buletm No 1 dated March 15, 1951 stressed the during the emergency period.
contribution of post-Korean inventory accumulatiop (2) Cons?ructlon of faen.Pes of types not
) rlsmg rlces d to the $11 billion (22 percent recommended y the Defense pygducnon
F ansion of loans in the first 9 months  of inistrati n — such as recreational
Ited. war. It %dvocated therefore, that financing facﬂ]tles andp war memorleﬂ
institutions shoul (3) Acr%méltlon of sdte(? or rights-of-way not
(1) Refrain from financing inventory increases lately neege
above normal Jevels Telative t0 sales, or (4) Purchase Of privately-owned utilities b
reasona%le requirements by other conserva- m““'C\ga lities, . which: mvolves borrowmé
Digitized for FRASERtlve yar SIC 5 to rep cé eql'”ty Caplta
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Careful sereenrngu of the volumg and 8urpose of
new porrowing 1 r 0‘ ers’ bonus Issues
are. cited af a sp crr exam e of borrowing whic
adds direct o e iInf at|o ar forces Futhermore
eense obilization  Director éon requested
g blic_authorities to supmit propo? frnancrng of
000,000 or mare to the regrona committe s for
qud gement, and the g has™ been exPresse ﬁt
Inancing nstitutions, p. rtrculary Investment b
ers, will not_participate in rp AC securit transiactrons
unfess the issues are approved by a regional com-

teg.
In addition, the cooperation of hanks. particularl
the large city banks, hgs %een enlisted topsecure de-

RESIDENTIAL CONSTRUCTION BOOM
(CONTINUED FROM PAGE 6)

citie combrn(e J over all trend in the District
in t e past decade has thus been to ﬁoncentrate a
arger Hroportron of the population In the metropoli-
tan’ centers

Population growth, accentuated by mroratron to the
cities, has fcours reatly Increased. the need for
ho grng e [V shows the increases in the number

Iling uHrts that have taken Elace In the past

Heca e, and the ar chart ¢ mrrr]are the Increases In
ousing units with the growt opulation,

The'table shows the actual oou of dweIIrn unrts
in each. census, year. ference etwe
periods is a net increase; that 1S, iexrstrn ousrn u
Hew structures and onversrgns e%s demo (tron
estruction or Joss of units through fire and so fort
In t e Intervening years,

In every case, T ever comrﬂunrtl}/m%heerr(e)fh(fwe?een

Sn'tégtrh il ecgtgttths%t ?opuyatron Dayton 'r%t
CXple. PITICEL 8 O 01, ettt I U

y o housing rose 44
Bercent CIevePands popuLatFn rew 15, P%rc
i 'its g sl by 2 . B
aweel Ing unPts expan et§ neaHy 18 percent.

Increase in At first glance it would appear that
Families there has heen an excessive amount of
residential building in the past decade

especrally in view of the vacancy’ ratio that prevailed
0,"and that there should be an even larger num-

ber of vacancies. at the present time. Simple-observa-
tion, however, indicates that such a_sifuation does
not prevail and that the vacancy ratjo is very low.
T e answer to this seemr rﬁ)aradox 'ﬁ found ‘in the

fact that the %eman an ousing 1 not
cont[)olled by the nu hero people in a community
umber of families.
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tailed informagion on large loans. Data concernin
Fte urPose otI ?oans— hgether ?or de}ense defen eg
%upf)ort ng ﬂ h)onde ense gurrr)oses as we‘l s the
usiness of orrower are prepared weekly re-
Portr% banks and submitted to the Reserve Banks
or tabulation. The reporting procedure has not been
In %peratron Iong eno vrgnh for any well %efrned frends
to he ercerved en the com rehensive |nfor-
matron on the t e an purgose of eommercral and
Industrial borrowing has been available Tor some
tr e, 1t should prove of ?reat assrs%ance 0 the cen-
'and reorona comm tte% In tormulating . new
EO icies_and techni nciues to enhance the possrbrlrtres of

uccessful achievement of the aims of the Program.

The most_recent C nsus% Housrno and Cerﬁus of
Population indicate t ile popu at ron In ouse
holds rose in the U. S. In the last d efca

cent the number of housenolds or familie umped

nearl ercent. The unorecedented spurt’ 1In
famrl% form thon was a drec result of the' stimuli
provided by the war and h Incomes which were

reflec ed rn the shar tur in the marriage raL

emand gr ho sr s furtner strm ted. Dy
the ontrnued ownwar trn ne srze o amrlres
which d 3.1 persons in 1940 to 3.4 per-
sons n 1 50 or a out 8 percent.

POPULATION GROWTH VS. INCREASE IN
HOUSING UNITS

Selected Metropolitan Areas
Percentage Change 1940-1950

in each metropolitan area, the number of dwelling
units increased more rapidly than the population, during
the decade 1940-1950. In Cincinnati the margin was only
nomlrngl whereas in Pittsburgh the disparity was most
marke

Source: 1950 Census of Population and 1950 Census of Housing
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Detailed ﬁi ures ahe,norh yet available fro Ehe rather well with the country’s needs. This includes a
Census on the growth in the number of households  period during the last war when bU|Idln%_act|V|ty Was
o Do v el e o, . iU $ inal considerable aIchingup. e
: , - involved since 1945, One other fact should be note
crease of 2%-8 ercerr]n |2nzt2ﬁe numrBe[ 0 mOUSB olﬁs however. The number of new dwelling units started
as ¢ mpa?e 2 hth t e't -Oﬁe{ﬁen Increase ”r‘] e has increased each year since 1945 and reached a
ngrrlnterto \INetmgI'ltjtrI“S' / s t?]SIS, ”eth omeé  peak in 1950. On the other hand, family formation
T R R L ecape_ reached a peak In 1946 and has dropped steadil
fhsieall 0T e, gain Indicated Dy comparing popuia-—gince that e The number of marriages in 1019
1 percent less than in 1946 and 13 per-

i bout
The Cleveland Real Property Inventory report — Was 00U
shows a 22 percent increase Il thé number o? fam?les cent less than in 1948, Thus, the number of new

in_Cuyahoaa County from October 1940 to October  families formed has been diminishing steadily each
Tos0. {his hure me}/y De Used for a rough comparison @I whereas the number of new dwelling uriits has
with the Cerisus report of a 23 percent incréase i been mcreasm?. It is quite Posmble_that the nation
dwelling units for ﬁm Cleveland "Metropolitan area IS much closer fo being caught up on its housing needs
which Tncjudes bot ,Cuyahoga and La|<e Counties.  than is generally realized, and that the need for new
Agal , gams Bn dwelling units and family formation hogsmg IS on thfe verge of shrinkage to a re .Iacemem
are_abolt In balance. ~ and net new amlgg formation ?SI. This wou
Over the 10-year span it would thus appear that amoun;} rou(%uy f0 “abouf _one-half the number of

the housing Industry "has been able to keep pace  starts that took™ place in 1950.
Table IV
FOURTH DISTRICT DWELLING UNITS
Avg. Number
- . Percent Pe fons Per.
No. of  Preliminary 1940 Net Addition _Change ~ Dwelling Unit
Counties 1950 Since 1940 From 1940
1950 1940
KEDEUCKY coovvvsvsssssssssssssssssssssinsnns , : +10.29 . .
o B R B8 8 8y
ests\);lrg|n|é'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.' Y, ’, 4 +12. Z Z
FOUItN DISHHICE..ovvvvvecvvsssssssssssre 3,848,762 3,225,100 623,662 +19.3 3.4 3.7
United StateS......uvmvvrmsrnsrssrsssnnns 46,151,170 37325470 8,825,700 +23.6 33 35
Fourth District as percent of U.S.... 8.3% 8.6% 1.1%
1 *
VSRR AT ) a1 , ;
L0 : , , +
lncmna(y ......................................... , , , +
e]vel 11 , : , +
OIUMDUS ..o vvvvrcerrrssesrssserees , , , +
ral)éton .............................................. ) , : j:
Bttgg'g'r@'h'ﬁiiiIIIZZZII.'IZIIIIZZZII.'IZIIIIZZZII.'IZII i ’,3 484 I H
YOUNGSEOWN..voecrvrcrr e i 119 ’, + . .
Total 10 Metropolitan Areas........... 2,113,109 1,714,354 398,755 +23.3 3.4 3.6
10 Areas as percent of Fourth District 54.9% 53.2% 63.9% -
Balance of Fourth District.............. 1,735,653 1,510,746 224,907 +14.9 3.4 3.7

Balance of District as percent of 5.1% 1 8% % 1%

o Source: April 1, 1950 and 1940, Census of Housing
Digitized for & A Hafined by F. W. Dodge Corporation
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FINANCIAL AND OTHER BUSINESS STATISTICS

Time Deposits
at 55 Banks in 12 Fourth District Cities
(Compiled May 4, and released for publication May 5)

i \umb Average Weekly Change During:
'tyoafr@anhjsm 4

S A il W

ﬁvglan$ IIIIIII .9 g ,’07m " $$ b%% \ -f$ / E$760’ ,
Ekreo;ofj).%% ...... 1%223210 NOH : LZ)Z% N %%BBE : 96: "
dirs T LW W A
o dali o T

TOTAL—L cities.. $2,049,836,000
H—Denotes new all-time high

anTa'm?aggposn at r10r§§ ksn Hl}w é\:&ﬁ |

hne?mﬁ ikl c)t/gn?%’iwt oA ex@éﬁgg
1&J§%ed ng ntrasted with C|e

L T

L e A A
mon OI ree previous years.

+$2,000,000

o ?Digtpg“u%h“FhB%j%

adiee J&pnl

—$1,123000  +$914,000

w.—»m“

wee

Pittshy Erie and Taledo, all of whi h sted slight increases in fime deposits
l#rlnﬂofg%g 1 eﬁ?r&ﬁhg&@$haftWF[e’tﬁg Hlf}ac Egsc\e/vﬁn{re%erallgp 0 meﬁrg?a]se
ése accouh as ess prirlds ya
Altho velandb s, With the largest v of accoun re orted a,gain
RSl e AR B i

Adjusted Weekly Index
of Department Store Sales*

Fourth District
(Weeks ending on dates shown, 1935-39 average = 100)
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Bank Debits*— April 1951
in 31 Fourth District Cities

(Compiled May q[l] e Sréelpedassé)é ?or pu?hcahon May 12)
No. of 0/Change 3 s %
riil Wil O

— 0, 0,
185 %#WT 5o $9,423866  +38.4% $ 7362 846 +33.6%
1)) '

%

++ A+
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18 TOTAL . $ 757,543 9.8% $2207581  +22.5%
* Debits to {1}£t'e OEt%ccounts except interbank balances.
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OUTLOOK FOR SULFUR
by CLYDE WILLIAMS, Director, Battelle Memorial Institute

Because of _unprecedented de-
mand and limitations to the pres-
ent mag]or source_of supply, there
IS a sortage of sulfur “in the
United States. Processes are aIreadg/
available, however, that make Po-
sible, at.a price and from other
%ources,, (Jnc e_aied suplﬂhes_of this
asic Industrial raw material.

Not usuallfy a_part of the end-
Erod,uct sulfur _is, n,everthele?s, £s-

ential to America’s industrial pro-
duction.  About 85 to 90%_ of

sylfur marketed in this country .1s consume? In the form

of sulfuric acu§j and sulfur_ dioxide.  Typica

uses for sul-

furic acid are as a catalytic agent in Petro_leum refmmgI

& a P|ckl|n or cleansing agent in

Indust
utacture.

he iron.and ste

y, and as a major Taw” material in fertilizer man-

For many years, most sulfur has come from large de-

nd Louisjana. By pumping 340°F, water Info sultur-

Eosns of _native sulfur in the Gulf Coast area of ?xas

sible

level of a

of

eannP salt-domes ~found "in "the region, 1t has been pos-
0 melt and brm% sulfur to “the surface at a cost
lower than by any

er method.. Production bg this

most 5 million tons In 1950. The Gulf

éFraschg process [Jumped from 2 million tons in 1930 to 3
eak

st now accounts for more than 80% of the country’s

su%ur supply.

Production from this area probably will remain steady

a
t

[

ling”"in Mexico an
Gulf Coast of the U. S

the current level for a number of years. It is unlikel
at there will be an Increase In output sufficient to meet

{
n
the expanding needs (j Industry. This assumes no large
;lsl?overy, 8 g r,esuqt of pres nP/ exproranor]s S%uei? gﬁ %ﬁ

e
n the Continenta e

_Other principal sources for sulphur include copper
zinc and_ lead smelters; natural and industrial gases; and

long

[ron E)a/nte. [t has been estimated that about™3 million
ns of sulfur could be economically recovered from

these sources annually by present procesSes.

Actually, less than one-third of this potentially . re-
coverable” sulfur was produced in 1950. As in prévious

Editor’s Note:—While the views expressed on this page are not neces-
sarily those of this bank, the Monthly Business Review is pleased to
make this space available for the discussion of significant developments

in industrial research.
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Kears, sulfur mined by the less expensive Frasch-process
as made production “from other Sources, for the most
E)_art_, unecongmical. Constantly Increasing, demand, plus
imitations_of the present masjor, source Of supply, how-
ever, are likely to change this picture.

It i estimated that at least one-half of the sulfur re-
coverable from other sources may come from pyrite. A
new Erocess, developed by Battelle Institute for Noranda
Mines, Ltd., Canad Per Its recovery. of a high percent-
age of elemental sulfur from pyrite. Since one ‘ton of ele-
mental sulfur js equivalent to twaq tons, of sulfur dioxide
or to about three tons of sulturic_acid, to ship Sulfur
means, lower transportation costs. Conversion of elemen-
tal sulfur to sultur dioxide or sulfuric acid can then be
done at the consuming location. Thus, new methods ma
Eut %yrlte-derlved u Tr In 3 competitive posm?n wit
Frasch-process-mined sultur, where the I%r,oducm(t; ocation
IS closfer than the Gult Coast to consuming centers, The
role of sultur from. pyrite will become even more impor-
tant 1f n ma&or discovery of sulfuy der{msns amenable to
the Frasch process occurs within the next decade.

Sulfur derived from lead, copper, and zinc smelters and
from natural and Indusrial ggfes, while not of?erm the
volume potentjal of Fynte will continue to be an impor-
tant source Of supp ¥ Recovery from these by-product
sources becomes profitable where Iarge-scale operaions
and nearby markets result in costs below the. deliver
Pnce of sulfur fram more déﬁtaHt locatipns. Usi eﬂs-
ng processes, it IS estimated that production of sulfur
from" lead, copper, and zinc_smelter m|%ht be Increased
from 200,000 fons to 1,000,000 tons and that from natural
a{]d industrial gaf?s from_ 150,000 tons to 300,000 tons,
It the price of Sultur justified this recovery.

. The current shortage of Iow,-sprlced native %ul,fur and
its CPnsequen[l, r|sm% rice i tendm% tg rhng re-
viously unexploited solirces Into operation. On the” other
hand, some consumers now may find that the cost of new
sulfur 1s qreater than the cost 0f recovering that presently
wasted. Recent Interest in pickle-liquor Tecovery in the
steel Industry, for example, indicates that practices waste-
ful of sulfur are bemg re-evaluated and that conservation
steps are now being taken.

Whatever direction exact adjustments may take, ample
supPhes of sulfur arg in SI_?ht. Technologlcal Processes
thal are already available will help to hold the price of
sulfur from skyrocketing, not only bY oringing new
sources of sum)l Into the picture, but also by decreasing
the demand through recovery of sulfur now Wwasted.





