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Steel In Perspective

the past fi beginning in 1958,  In the long-run growth rate which stemmed
%r% Saﬁl IeI\V/egtgtgl rssteeltJ gut ut n_ from tha gwar re minimized. In addition,

the as been somewha Isappoint-use of the 1?09 -1961 Bverrod aliows the s aﬁp
ment Wtule 19 53tandsahsthe aII fl T cordrrses In stee output hich ac%omganre
ear for stf roduction, whe I[lion I Wars to he offset by decl mes in
onso steel Ingots were og te ev o tﬁutt urrnﬁ the two sub%eque t #oeno s Of
steel out ut during 1956 and 1957 Were alr g/ 0 ||zat|o Final ¥
severe ePnre(fSIeo te19303 al) somewhat

close to ?t recor %15 and %13mr|ron 1ton
res ectrvey In each of the four years from  near th the overall period, sp that
1958 throug ]]961 51Part|cular event rcir-  the effect of the unusuaIIZ low IeveIs of steel
cumstance ex ained to some ext en the re-  output urrng nlose ears does not serious
duced. vqume of steel outPut To. il ustrate distort the calculation of the growth rate.

recession conditions preyailed during, part of In 1962 the actual level of steel production
195 8 2 ajor steel Strlke OCCUWEd it 1959 was' thirteen mrhron tons below I[t)hrs trend
an anot I‘eCGSSIOH cast Its Sha ow 0V6I’ ||ne Ch rt | Shows ﬁstlmates Of the f?”OW
parts of 1960 and 1961 g fou [a fors which e responsinle for
Durin tt)ast three %earfs there were t ortfall ‘in steel outout m 1962: (1)
fome S| ns t the demand for steel was orergn trade In steel: (2 |nventor oli
osrnge Og llt to an extent thaf w 3 not ex-  (3) Subsitute materlals nd 4 d-
lained” fully by the aorementrone orrcum- ucs and new. tyEes of steel. The act r 0
tances and” events. It was Jtot unti orergn trade in’ Steel re ect% eterroratron
owever t at these sréns tended to come |nto J‘ competitive position o tee| p

J ocus Dur|nI 962, steel outrt) t re- Cers vrsg -VIS forer n rodu%ers "the acto
ar e grsh WQ the econo ?( mventory policy | v ves the recent te

ristrat considerable vrgor chal n% %J ency of steel users'to reduce mventorg evels:
srzea e gains in vanous business and th e factor of substitute mate[')ral flects a
cla serres Thus, |n Fere \gaﬁ no re- %rt In pref erences to other basic ma%errals
Cession 6#1 no ?trr e w ich could have ac- g/ many steel . users: ?H the ‘rnal actor
counted ort act that sgeel output was at ves? n. |nd|cat|on 0 é e smaller amouns
about 98 mil |on tons or o stee which are neede

capacity), Althou a%tjst ?37 eggento el of mdustrral out ut. (Its Ltj)st}fldm eanoI
%E ty le on seeq out ut In 1962, p|t ould ?tat the factor of In entoty policy mcluées
e kept In mind that changes in the factors  changes of a technical nature, which are not
affectrng the level of steel output apparently

had been stirring in previous years. B s il tuoctl%sg gg\evrevt(ierrnef r(‘ﬁgs egsocs e e
g e o T
oo SO0 o ot g Do T S S B
1962 (together wit annua? data for many 'rﬂﬁel °“?§8H%u‘o”a§§§§nt§gen' 0 Ouotvt%vigkam eusn"a.%rtﬁttfﬁnie”
earl |er Iyears ). For a number of reasqns, the 17kt il o 167 g tgao o, 3e ?gnewﬁqu_
years from 1909 to 1961 are appropriate for Wit Y ctpecid le"of GUERUC bae o' trend il the
use In computrng the trend 0 steblfoutptu]t 10, oroutn 12t st o Ipup s, sallaed. ing . o
out#“at R e g e e A L
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necessaril fsocrated Chart 1.

\é\lrl(t)wﬂ]l’gbe 50 OUtPUt PERCENT DISTRIBUTION OF THE COMPOSITION OF
AS noted ear“er ? GAP BETWEEN TREND AND ACTUAL STEEL
have estimated that Stee PRODUCTION IN 1962

|nﬂot output In 1962
fe short of 3 targ et
baﬁe on tren

mi |on tons. Inattem -

”r]r? o uanr | th
auemto e(a)tch o? vhe C%u?
factors we ave as-

sumFI ‘tﬁt tfhe loss due
to all o t ?ur actors
totas 13 mill o]n ﬁons

guring t 0SS
whrch my ue to
each of the factors we
an find reliable data
or the first and second
actors and we can

form arrIy good estl-
ate orte 03s que to

the third act T re
re no overa e
OWGVGI’ e s
%mOUP L OSS ue tO yc?ual? pro%% CC[?OCHl%P%EP ]1?| |t based on trend value of 111.4 million tons and an
urth _factor.

In
order to arrive at_some

estrma or that factor, we hav (f ﬁdded the fr] g beﬁ inning of thi ds centur 957
Irst t e]e fact? ]§ toget er and have ? showed a tefidenc towar a sur us o
fracte etota rom-th qap of 13 million %ort over. im 0rs throughout erro
tons: the resu ting residual '1s the amount

rade urn s | medrat reced-
ﬂowrn the two World

used for the fourth factor. Let us examine tcy 0
each of these four factors In some detail. w%rs was, of course, dis rted due to the
fects of those wars. Nevertheless, even after

Imports Swing to a Plus those periods arg aIIovred for, th average

The recent chang( e in the position of the  annual surplus of 3.4 million tons urrn%te

from a net e porter to a net |mPorter %ears 1955- 1957 was in line with expecta |on?

of steeI roducts has been a major influence  based on the long-term trend of U. S. stee

on the level of U, S steel output. We have trade The trade sur lus for those years has

estrmated that this factor dccounted for therefore been used ere as a hase of compari-
s| htly more than one half of the 13-millign- son with the trade position in 1962.

qa etween th e estimated trend value eginning in 1958 the position of U. S

he actua level of steel production in
192 or 3 Joss. in domestic Broductron of steeI rade “deteriorated steadily, so that by

about 7 million ingot tons. Domestic shinments. of stesl products account for som
The historical tfend of (% S. steel trade Wﬁstﬁsshqagwggnrfem &erfﬁrggr ul”ﬁ S i
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Chart 2.

U. S. BALANCE OF FOREIGN
TRADE IN STEEL PRODUCTS

Millions of short tons
+5

’55 56 57 '58 59’60 61 62 63

Source of data: American Iron and Steel Institute

1962 the record showed a deficit of 2.1 mrIIron
tons eswg from a surplus during 1955
1957 to a defic

?ratron in emand for 5.5
orm of steel products, or somewhat more in
the ornt of steel mglsts Usrnrq the three-to-
our re atronshrg een steel’ products and
Ingot output cited In 1o (otnoteS the deficit In
1902 can be interpreted as a loss (? aout

rﬂaholrgatrons of domestic ingot production tor

The swing toward deficit in U. S, forerq
trade in steel has been associated primarily
with the increased availability o forergn
steel and with the low prices of foreign stedl
Both factors reerct the favorable competitjve
Bosrtron of man orer n producers in a wide
ariety of steel’ products. It 15 sobering fo
note that the loss of U. S. foreign trad® in
steel occurred at a time when world trade. in
steel rose sharply, reflecting a world-wide
ulps ge In demand for steel. World steel
trade, which had amounte to only 159 mil-
4

illion tons In the
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In 1962 re ﬁsented a dleteri-

lion tons jn 1950, rose to 42.1 million tons.in
0, and showed further significant gains
during the past two years.

The rapid development of steel- makrng
fﬁcrhtres In- Western Europe and JartJ
S arﬂly increased the supply. of foreign steel
which1s CF rently available’in the U."S. and
other world markets; the present Sifuation
zﬁnds in marked contrast to condrtro[rs of
nly five %ears ago, when_foreign steel was
avarlabler the U.'S. only in limited supply.

Not only_are many forergn steel Broducts
readrlx avarlable |n U. S marke(s s b tmanz
foreig stee pro ucts are priced lower tha
com arable U. S. stee roducts For examo
t e averagi prices of er% ht 1m ortant seeI

L VARl e

Idened stea f? un >{rl by the end of 1969 R
was the larges on record i(|Those erght Rrod
ucts accou te or more than 70 pércent of
the total vol ume of stee mggrt unngte
}/ears 1959-1961, and are used here as ernd
ndicative of the general price level of stee
imports.(4  Significantly, ‘In recent months
there hav bee seIectrve rPrrce cuts of certarn

U. S stee R]I'Q ducts which face cntrnue
PJ'GSS Ies 110 orts, |ns te of rice

ISe 0 certarn other steel p ctsw |c wa
announced b ymajor stee ro ucersr A rr
oft 1S year.§ the or

G A conseq#] nee 0
ftee sitlation prod ucers

asb e]en
ost lJJortrons 0f bot forergn and domestrc
markets to foreign groduce ta trme when
an expansion in’th trade surplus was
especra L}/ %sentral to the continued growt
of output of U. S. mills.

Steel Inventories Decline

The recent net decline n inventories of
?teel represents a fechnical adgustment re-
lecting” the changing  relationship between
the steel |ndustry and _steel users. Conse-
quentI t e decline |n inventories does not
have the % g)er significance that 15 the case
with the other factors. Moreover, the loss of

}j} éee gnihly dsrness Review, Federal Reserve Bank of

N
L 4 e S

s tla e%) stap
&stee) ehW agazirte, oVer[hber



\stgglC%%Butaglu/eeltosrnegucl%d 1|E)r(\srzenglonrtéuleulleqls Alternative Materials

The rtment of Commerce has recentl
tﬁ one ”&” lon 50 S, 0{ e than ore-tenth 0 estrmatec?p at the annua t]ota? stee tonnage/
the trend-actual gap.( 0st to alternative materras amounted t0°2

In recent years, and particularly in 1962 m|II|on tons |n recen ears<7%We ave estl-
stee| users aé)arentl viewed Iarg stocks, of  mated that the figure for 1962 Is 2 to 3 mil-
steel products as candidates, fof _reduction  lion tons, with Ahe addjtional loss due to a
whenever and wherever possible. The subsi-  more widespread use of cement in the con-
dence of the mf atronary ﬁ]ressures on steel  struction industry in 1962. The figures which
pnces has weakened to some extent the In- sugrnort our estimate are from the Depart-
cen Ive to hold Iar%e stocks. In fact, from f Commerce as well as from in ustr%
% %1962 finisned stee| groducts showed sources It I |mp%rtant to note that, aIthou
small er aps srgnr jcant declines i the reduction in'the demand for steel directly
rrce In ad |t(on many firms sought to re-  aftects the steel industry, the loss d?es not
uce steel stocks to minimum workmg levels,  necessarily represent a”one-for-one loss in
due. to the fact that mang steel products were a regate emand for products. in the econ-
available from steel producers with only a I’i ]yv ue to the substitution of one
few weeks’ lead-time |n recent % rs; mé) - ma erial for another.
oul: P reiuced StOCkf could”be hand In calculating the loss of steel due to alter-
With less working capita native maﬁenals from 1909 t0 196 we ha%/e
In contrast to the recent period. of net sub- assume éat the T % acement of steel
tractions JroEnato al steeI stocks rt is widely  othe gro ucts a\ nd the r pac me t ot otner

recognize urm the earl |er ostwar  products by stee balaﬂce eac
years (1945- 1959 there were, verage,  period as a whole. This ?eem paur
smal ause ste roduc aced Woo bnk

nnual additions to stocs Durmg
t 0 eY rs, steel was often drffrcult 0 obtal sone an any ot er roducts dunn(t) the
steel producers usuall oste annual  earl Z Zears of ‘the pen?d while fubs ltute
nce Increases. The recent eriod o net re-  materials have been rels) acrng teel In later
ctions p robrablgl resents an adjustment  vears. This srtuatron S %ests at the shift
ont arto er ocane et situ-  from stee reg ﬁcm ote mat rials ﬁo steel
atlons or stegl. Alth Our% suc a ustmenti eing repa y other mater,asmvovei an
mag continue Into_th %ure it 15 doubtful  over-all Hctr n in the a Ity of steel to
héther the magnitude of net inventory re-  compete with other materia
ductrons IS likely"to be an important factor | |n In recent vears cement has. become an im-
the | ong -term Q(OWI rate 0 steel 't could  portant competitor with steel in the construc-
be conjfctured that a trend foward, %%%3' on Indusiry. The marked ise n ife s of
f structural steel has dampened the eman

I T 5 e i o st oo i B for steel n that mdustry Although some
UL B e e DO 00 rvgﬁo(ig- steel is used in the process of making pre-
e 800 8 et rm%erdq'?oﬁ%orﬁ socks ampuntég 0498 stressed concrete, the amount.is consicerably
R RS Wl ) B one"iRe  Jess than is the case in steel ribbed buildings
aerO 0tNerwise nave nee eHeC eq]- ?nee 01 De-

cober 1661, G H0 ME° SEROAG ihicn Wi el 15 Moreovey, recent developments in the tech-
Bro i Gfsfofq [ mifen or st the labee €10l Nique of ‘'making concrete indicate that con-
i crfélt'%Peﬁseqtleg?'g”t”ot%r%%rWeéoerSB'xerr@? o noﬁ@g@’nﬁ crete alone can"serve as a material for the
il Bl e A SR SUPEISITUCtUTe oF farge bulldings at 2 price
ggeaérggﬁﬁ rrgteggseuf@gtgsfﬂaets thdse thdUSHTies na 't ho?cﬁe'on; (go)m mseereceSLﬁra'rﬁfarOJ fgrégent Businesi, U. S. Department of
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PERCENT DISTRIBUTION OF
MARKETS FOR ALUMINUM AND STEEL PRODUCTS
1961

ALUMINUM PRODUCTS
Consuming Industry Percent of Total

or Destination Shipments

Building and Construction ............suweee 5.1
Transportation .......eeeeeesmsmssmsmmsnssennn 220
Consumer DUFADIES .....vvvvvvvsrvssvssrrsrssrns 115
Electrical GOOUS .vvvvvvvvvvsrvmsvvssssssssrssrsnn 113
Machinery and Equipment ... 76
Containers and Packaging ... 11
MISCEHANBOUS +.vvvvvvvvsvvssvssssssrssssssssssrnns 88
Export ................................................................ 6.6

Total 1000

Source: Fortune Magazine, November 1962

which is highly competitive with steel in
many areas Of the nation.

The us% of aluminum in the constructron
mdustrY as also expanded rapidly in recent
Xears n one Instanc tne eve ment of
uminum curtain wa Is as ned the
Werght of severa Iarg new com rcral build-
more t t ercen as com-
ared wrth conventrona rXet ods 0 00 struc
lon. Consequently, sma I amounts 0 ste
rlﬁrlr&elrrr]vgsrk are “needed to support su

In many markets steel and alumrnum rort]
ucts are ‘com etrn% more strenuously "wit
each. other than th 3/ were g few years ago
particularly in the automobile and” contairier
Industries. ‘As the accompanying table shows,
steel and aluminum compete in nearly identi-
cal markets, with the "construction, trans-

portation, and container industries, taken to-

gether, accounting for 58 percent of total

Steel products and 54 percent of total alumi-

rlrum products shipped in the U. S. during
Prices of many types of aluminum ro
ucts weye re uceé dylPrrn 1967, which (it
add a further |mensron to the competition
between aluminum and steel products for

6
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STEEL PRODUCTS

Consuming Industry Percent of Total

or Destination Shipments
Canstructron and Contractors’ %9
urtomotrve ‘Rail “and " Other™ " ) '

Iner

é% ot smyctﬁnsrI's'"z'i"nd"'C'U'tl'e"ry"'..ffﬁfffﬁfffﬁff A

Mahier feorl S Ao T— ;g
w &WO S8, Aid Gt 10.
8TEISSI cation o 2%%
GEPTCALON s

Source: (tnnual Sa |g|t cal

nstrtuet%ort for 1962, American

markets. In fact, prices of several other
Prrncrpal nonferrqus metals also declined quy-
?te ear, as |s shown in C hart3 whrle
P ces of sfeel products rem%med nearly firm
n. 1962, (It iS es |mate that the se ectrve
prrce rrse n tee LEUCtS announceeor}

rﬁ) |I boost the over-all avera
finishe stee products y about 1 percent.

It is not certain that steel products have
already sustained the mafor |mﬁact from
competitive materials, as Is emphasized %/
the development of new uses 0 r}rJ]astrcs |
the utom brle Industry. %)Iace ent
ers ? der_automotfiles. Which are made
rom a fiberglass type o plastic_material
when available in Cléveland,” cost 35 percent
less than comparable fenders made from steel.
Automobile fenders and other |tems for auto
bodies which are not prodyced in él %rge vol-
ume, 1., less than one-hundre sand
unifs, are more economically produced from
a fiberglass type of material than from steel
due, to"the fact that considerable less cap ital
?qurpment rg nefded In the process of manu
acturing fiberglass items.

On the other hand, one of the leading man-
ufacturers of fiberglass recently conipleted
a study which indicdted that the manufacture



of auto bodies for r]ew ears in large quanti- Chart 3.

tles IS Comparatlvey more eXpen ve tan Prices of nonferrous metals (mill shapes) have

Sacgrls nma r%rgrﬁ]m tgﬁ]en nge O%OH]tge §?(\)/(R% gi?]cclénrle;jtemggzlthan those of finished steel products

uing iques s '

Ing the steel bodies. The study note

ever, that If there were substant/ral reductions

n the el ht of cars bullt with a plafstrc
. th e drfference In total cost fo manufac

tur [s between the two types of cars could

be eliminated.(9)

New Products and New Types of Steel

From time tq time, certain improvements
in the quality of steel and/or in the desrgn of
rodugts made from steel, h:% hFd the ef-
ect 0 re ucing the volumeo steel that goes
Into each finished-product unit. Ip recen(s
years, ¢ an%es In the desrgn of products an
an |Pcreas use ot new types, of steel have

accelerated In nearly every industry.

An example of that devehopment IS sh?wn
by the rarlroad engrne In the evolution of its
design, massive bulk has %rven wa?/ to com
pac effrcrency as a means of ach evrn;;
creased po er. From the early OP d]nrn
engines in the Nineteent Centur 0 the en- Spurce of data: Wholesale Price Index, Bureau of Labor
engines which were built d rrng the Syears
immediately preceding Wor team  after accoHnt Is_ made for all other faftors
ocon]otr es eveloped more. Hg VJ)ov%er While such, an indirect measure Is only an
arg y expanding In siz el approximation, the_fact that steel-consuming
in" turn, ave |se to an exp an Industries are dsrnig S|9n|{|cantly smaller
mand for steeI rai roads However ur ﬂuantrtreso Stee uni therrown man-
ostwar ears, n‘ear% ever factured product IS sugporte other ge
as replace the Iro horss eral observations. For xamBe he rati0 of
|ese ocomotr es |o can muster approxr steel riutput to the Federal es%rve index of

INDEX 1957-59=100

mate twrce th e pulling power per ‘ton of  durable goods manufacturrng owed a per-
Wel t and onsequently require pro-  sistent tendency to declrne from 1955 throu?h
t|onatel% ess stee 1962, even aftér al owance for stee |mpo fs

We have necessarily taken consrderable ang et chan?es of steel stocks. That decline
latitude in an attemp t% quantify the loss of  Indicates that In recent years, on average,
steel output due to changes n the des|gn of  manufacturers of durabje goods (which con-
products or to changes In_the demand for  sume more than two-thirds of all stee]
products made from steel. The figure we have  duced) have used smaller quantities of teeI
Used to reflect such shrinkage in” demand for ~ for each unit produced.
steel In 1962 amounts to a foss of 2to 3 mil- [t is sometimes suggested that the attrition
lion tons for the year, and it represents the  in the demand for s%el which is due to im-
amount of the gap In steel output remarnrng roved rlp [lr%ts alnd ar|] et))( anded ![jse OJ 'Phev¥
of steel has largely been spent, and tha
Ahoritd 8o PRI o EAAEofpbti fﬁFr)ther declines in eyuses of steel due to

7
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those_factors will likely be m%ch more moder-  Of such improvements has not yet been felt
ate. That view 1s sup
stee| shipments o

orted
[roa ds” and militar In the Iongeﬁ rugethec re of the

the facﬁ that by steel producers.

equipment manufacturers have been respon- attrrtron In"t

sible for a large

n
art of the decline in shrP- mamg/ In the chan ea
ments to steel “users, and since shipments f

those two Inclustries have already been re- g [t 15 sometimes maintained that one or
duced to negligible levels, further attrition in

fries

the demand”for steel is unlikely, must exp an raﬁr

contrnue growt

Other observers stress however, that |m- tPur Was rovre %

Provements in ro duct design In many Indus-
ries and the dev

e

steel-using’ industry, and that

8
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yto contrH
holds that th e i t

olds that there are major improvements on

the drawingboards of rjjesrgnerrs which will not any rapidly expand |n

for ste

pIess

uri
¢ latter view g ? War || Current

Re rrnts of an article entitled “Federal
Rese Open Mar et O Fratrons in 1962,
wh |c agé) ars mteAp Issue of the Fed-
eral rve Bulletin, may be o talned b;i
writing to the Research Department, Federa
Reserve Bank of Cleveland, Cleveland 1, Ohio.

érfroblem of

the natign which_are rapidly

more industrjes whi h are heavy users of
n OI’ er t0 strmu

ob |e |n us

in the early years of the 19207

lop ment fallog/tte(fs e .appliance it the contajner |n

¢ the years whic |mme

ver t ere are

ndus rres which

are potential heav: userso stee Thus there

further accelerate the trend toward lighter s a'serious questi on as to whether domestic
and stronger products in nearI)( everrr ma]Jor consumpti nq%

uate to sustain a
he full effect  steady and substantial growth o

steel s ade
steel output.



Consumer Credit

he use of short- and mtermedrate term ness cycles are compared with one another.

credit b consumer tR S. has.  The variations in the behavior of consumer

|ncr ase substantra fy n the postwar fenod eredrt inpostwar recoverg J)enos ave

In the 15-year span rgm 1947 to 1962, totalformed a attern among themselves, deline-

confumer % edit 0 tst? % at year-end ated in Chart 1, which may have significant
r%%ztlpbl?l |ve&old of from $116 killion to  implications.

lhon. Agart rom any consr eration  Ac shown b y the chart, which depicts

of consumer debt from the” standpoint of
chan es m tot I consumer credit outs andi
|n dividual management of ggrsonal finances, el I;]usteds deunn %rrs ?i

attern of consumer credit developments 9 1
months atert e troligh month of gach of the
v dttentron 1 many bsines rte{% four. postuar ecessors. (e rate of consumer

s an |n cator of con umer atti
Inasmuch es in the trend of co.  credit expansion has begn” djminishing with
umer creda t ref?fec% the willingness, or fack each postwar recovery. A l‘ qarges per-

centage increase togk pldce In the “recover
tak eN e, Opurcgrn%remeggdssaradgsrgru cets0 9”08 that o ﬁowed jte earliest postvar ré
l{ goods gnd S WICE |nd|rec to’ the occurredr he most recent expansion period.
econiomy as a whole. nt |s connection, con .
sumer credt should be considered within. the tzge,?{ i '[Fi%ectser]els ) hﬁvé'kv)vere@ “eatrfmzysxar‘ﬁd
context of Its Influence on consumers’ apility  ach ése b B e e T B sty
© Spend Chart 1
\/(\{hrle] th% over-all rise.in tota consumer TOTAL CONSUMER CREDIT IN
credit has been extraordrnar rate of
eﬁgansmn has not been ste éfy t I’OU FOUR POSTWAR RECOVERY PERIODS
postwar errod As WOU be eX cumulative percentage change

Eec ssrons a subseguent recoverie av

a a noticeable Impact on the growth tren
c%n umer credlt Indeed, were this not so

the behavior of consumer credit would not

merit much attention as an economic barome

ter of business activity. But |n addition to

these recurnng Inter uPtrons longer- rang

or secular, changes In_ the behavior of con

sumer credit can be discerned when the re-

covery experiences of the four postwar busi-

Indicative of the a entr o sumer credit, for
g)l(t%srl?t Ie oSécVQ aorfrr% §s ha&totﬂ %\nﬁemg (Ondiders éu%%aearn‘l‘t}be_

Number of months after each recession low point
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Chart 2.

GROWTH OF CONSUMER CREDIT
IN POSTWAR YEARS

Billions of dollars

AIthou(hthe total amount of consumer cEedrt

outstan ng has move Pw(a In eac

the postwar recvry %e s, the rate of

mcrease as receded 2ach time. Furthermore,

the time s an between the start of business

Becovery tr%urn In consumer cre t
to en%

ende
the first éwo R)Nstwar recoveries, consumer
|t]surog d immediately after the
trou nths of t e recessions, Whereas in
each of the last twpo %eneral busrness recover-
les, consumer credit expansion did not occur
for six or seven months after the start of the
FeCoVery.

A further look at the chart shows that con-
sumer credit exhrbrted an Irreg uIar accelera-
tion i the 194 recovery xPansron
was remar a g during” the |rst 1
montso the 21-month period, much slower
In the atter 10 months as awhole with some
tailin ccurrrng in the last four months.
In te other thrée recovery periods the
growth of consumer credit was much more
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en In each period. -

tfeaoly once it got startd The ove aII rate
ansion, however, ecame sma ler wrt
each successrv recovey hus, - consumer
credit increased a net total of 31 percent dur-
ly the first 21 months of recovery In the
period ercent In t e compar-
estage of the 19 erlo ercent
In the eriod, and on 'y Pe cent n
the first 21 mo ths of the current recovery.

Components of Consumer Credit

As commonly measured, total consumer
credit consrsﬁs of (1} Instalment credit and
2) noninstalment oe it. Real estate mort-
age debt is not included.

No nstaImentC dit. onrnftalmentcredrt
has sown a steadier but slower rate 0
%]rowt In the postwar ry]ears than has Instal-
ent credit. onseque over the errod
under_review it af comé to acco nt for a

declining share of all confumrcre It, and it
gyrt{]eentl?( amounts to_only about one-fourth

al. Included |n nonrnstalment %redrt
are such items as singl Pa(yment 0ans, charge
accounts, and service credit

t the

Instalment Credit. | 1a|gt tcr
larger an Otemore atl aro etwo
major su IVISIONS o consu er credit, con-
stitutes the chief variable in tota cons mer
? it. It currently accounts, fora ree-
ourths of the fotal and consrsts of suc |ten&
as automobrle a er, qther consumer goo é
aP warr modernization |oans™ an
erson oans Instament credlt s ex-
ande ess and less with eac noostwar recov-
y and thus has shown its smallest re lative
ncrease in the present recovery period.

There have been, however, some important
variations |n recovery rates among the com-
onents of instalment credrt of which the
ost noteworthy 1s the relative lag that has
eve loped in automobile paper, the Iargest
single ‘component. As shown In Chart 3, duto
pager experienced immediate and vigorous
g th In both of the first two postwar recov-
ry periocs. Durrnr{; each of ‘the last two
recoveries, however, the amount of automobile



pgper outsta'ndrngr continueﬂ (? to decling even Chart 3.

CONSUMER INSTALMENT CREDIT and AUTOMOBILE CREDIT
econo enggaa W 0 gvel\r}']oelne'(:)ver at %HQ eIH tO? IN FOUR POSTWAR RECgr:/ERY PERIODS
21 months of srnesi recov: rg/ the net per- cumulative percentage change
ume of duto

Ctearr]n ? X eel Inhtoret Vo(% the corre oﬁgper (r)utte
S | s S , ,
rovﬁh of total instalment cre%rt Thgrs ?% " 1st. RECOVERY - Nov *49 to J«d '51, Intl.
d% uto paper was In sharp contrast to wha
ha happened in the first two_postwar recov-  +3
erles; as shown in the chart, in those peri dé INSTALMENT
tP e rate of Increase in auto Paper excee e +20
that of total instalment credi +0

Instalment Credit and the Business Cycle

The drmrnrshrn rate of increase in instal-

nt credi rarse estron as to the reli-

|I|t 0 testatrstrc series as a husiness
m |cator at least In the same manner and to
the same extent as formerly.

In the earlrer ost ar recoverres nsJaI
cre dit and usrness cycle
arr cearcut an osrtrve relat onshrp, the
ﬁ'C of which may esummed up as folfows:
em ment t rms f Instalment credrt are
|nher t suted to the financing of arger
Iltems of onsumere \Pendrtures an thusn- s
stalmenf credit Ides a convenient ang
relatively earIZ arometer of such expendi-  *40
tures, In” the é]g[re gate.(3 . Those larger ex- 430

en itures % herefo e instalment ere%rI
(s erred In recessions, when pu +20

--10

n r— n "l—1 n
ard ROV &Y Muiiy '51 t< Jin ’6), ntL

contidence i ak and Income Ceases 10 b ex- 40 T
néj o 2ciugl faIIs off, con erse . Ine the :
0. eun aken more readly el 0 AITO
en public conficence Is strong

er riods,
r?rlj p(fIS osab% INCOME IS INCreasing. 10

Inthe latter two ostwar recoverres instal-  +90
ment credrt has tended to become a ? i T
? .thereby suggesting that the o
refationship _between consumer Instal ment +30
credit and the husiness cycle teﬁ/ ave he-

come somew at distorted. 1t 15 still, however, ~ +20
dpoearx] tJudgethefull implications of this 10 WL VN
evelopme X

*
MU 1U

0
udrter-year™ feriods
g Arter-yial” periods 135 79185 719 2
e’‘mon yconsumer nstalment creait” Series. Number of months after each recession low point
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