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Fifth District Economic Activity—A Midyear Roundup
u s i n e s s  levels at midyear in the Fifth Federal Re
serve District were generally below the first half 

of 1953, but the differences were not substantial. Cer
tainly this has rarely happened in past recessions, and 
thus far in 1954 the level of business is higher than in 
many recent years generally thought of as boom years.

The District economy has been, it is true, hard hit in 
the bituminous coal mining areas and in the shutdowns 
of ordnance installations or in other Government opera
tions, including the District of Columbia itself. Navy 
shipyards have cut back rather considerably at Norfolk, 
Virginia, and Charleston, South Carolina. Army camps 
have cut back, and Camp Pickett has been deactivated. 
Federal Government employment in most sections of 
the District has been reduced.

Bright spots in the District’s economy are fairly 
numerous. The construction industry deserves special 
mention, with unusual strength in the residential seg
ment and in the commercial field. The trade level has 
held at a remarkably high level thus far in 1954.

One of the strongest factors in the District’s economy 
is the banking situation and bankers’ reactions toward 
their customers’ requirements. At midyear, real estate 
and consumer loans of the weekly reporting banks were 
at all-time high levels, while business loans showed a 
considerably smaller decline than usual in recession pe
riods. Throughout this recession, there has been little 
pressure by banks to liquidate business loans; conse
quently, the inventory adjustment has been an orderly 
process and certainly one of the important explanations 
for the moderate nature of the decline. It should be 
recognized, however, that the chief bulge in inventory 
is in the durable goods industries, which are not as im
portant District-wise as for the nation as a whole.

A  further source of potential strength is the fact that 
no substantial inventory overaccumulation exists either 
at the manufacturers’, retailers’ , or wholesalers’ level in 
this District. Even if the national sales level in soft 
goods should weaken in the second half, chances are 
good that production in the District’s soft goods indus
tries will experience revival. The list of favorable fac
tors would be incomplete without mention of the ex
pansion in employment by state and local governments. 
Here gains have just about offset losses at the Federal 
level.

Manufacturing Activity
Adequate measurement of manufacturing output in 

Fifth District industries is impossible, but some idea can 
be gained from changes in total man-hours by industry. 
The man-hour figures probably overstate actual changes 
in output since labor efficiency usually gains in periods 
of business recession. But the figures are helpful in 
approximating production in the various industries.

Manufacturing activity over-all in the first five months 
of 1954 was down 8.9% from similar months of 1953. 
North Carolina showed a 9.9% decline, West Virginia 
10.7%, and other states were in between. Man-hours in 
durable goods industries were down 9.9% in the same 
period, but here the range was from 7.7% down in V ir
ginia to 14% down in West Virginia. June showed a 
smaller decline from last year than the five months’ aver
age in North Carolina and a larger decline in South 
Carolina.

In the nondurable goods manufacturing industries, 
man-hours were down 8.2% for the whole District, with 
West Virginia showing a decline of 5.0%, North Caro
lina one of 10.4%, and other states falling within that 
range. In some instances durable goods industries have 
held much better than nondurable industries in other 
states, and the same type of industry, whether durable 
or nondurable, in different states shows substantial vari
ation. June output continued to decline in the Carolinas 
in both durables and nondurables with the decline in 
North Carolina smaller than in the first five months but 
larger in South Carolina.
Furniture and Fixtures

District output in this sector for the first five months 
was down 12.5% from last year, Maryland was down 
26%, and South Carolina 1%. These industries are 
not of primary significance in these states but in V ir
ginia the decline was 16% and in North Carolina, where 
they are most important, the decline was 10%. June 
showed declines of 14% from last year in North Caro
lina and 10% in South Carolina.

Lum ber and Tim ber Products
Available figures for Maryland and the Carolinas 

combined showed a drop in output of 13.7% in the first 
five months of 1954 over the same months of 1953. 
Maryland was down 8.3%, North Carolina 12.4%, and 
South Carolina 17.7%. June output was 10.4% under
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a year ago in North Carolina, and 19.2% under in 
South Carolina.

Business in southern pine has been on the slow side 
during the entire first half, but it picked up substantially 
around the end of June as a result of the West Coast 
strike. Hardwoods have been even slower as furniture 
factories have in part produced from inventory.

Stone, Clay, and Glass
Stone, clay, and glass industries, with about half the 

activity located in West Virginia and the remainder 
spread fairly evenly over the District, declined in the 
period under review 8.7%, with West Virginia down 
11.4%, N o r t h  Carolina 
down 1 0 .9 % , M ary lan d  
down 6.4%, Virginia down 
3.8%, and South Carolina 
down 2.6%. These indus
tries, closely tied in with 
construction, are not in step 
with the high level of Dis
trict and national construc
tion activity. June activity 
in North Carolina was down 
8.5% from last year, and in 
South Carolina 8.9%.

Primary Metals
Five months’ District out

put in these industries was 
down 10.7% from a year 
ago, with a drop of 17.2% 
in West Virginia, and de
clines of 6.9% in Maryland,
5.0% in North Carolina, 
and 8 .3 %  in V irg in ia .
Greater part of the decline 
in West Virginia probably 
camp in the northern panhandle, in the Fourth Federal 
Reserve District. Even so, operations in these indus
tries have not been as adversely affected as in the nation 
as a whole. Of relatively small importance in North 
Carolina’s economy, output of these industries in June 
was 2.8% under a year ago.
Fabricated Metals

These industries are reported for four states of the 
Fifth District, where first five months’ operations were 
down 7.2% from a year ago— a change not materially 
different from the one shown by primary metals. West 
Virginia’s operations were down 12%, Maryland’s down 
8.7% , Virginia’s down 4.5%, and North Carolina’s up 
4.2%. June operations were 13.3% under a year ago 
in North Carolina compared with an increase of 0.2% 
in the first six months of 1954 over 1953.

Machinery (Excluding Electrical)
Operations in these industries are available for four

states of the District, and in the first five months were 
down 9.2% from a year ago. West Virginia was down 
13.8%, Maryland 9.3% , South Carolina 6.8%, and 
North Carolina 3.9%. These are smaller losses than 
have been shown nationally. June activity in North 
Carolina was off 2.1% from a year ago, and off 14.5% 
in South Carolina.

Electrical Machinery
These industries are reported only for Maryland, and 

operations there in the first five months declined 1.2% 
from a year ago, a much smaller drop than nationally.

Transportation 
Equipment

T h e s e  industries are 
mostly in Maryland and 
Virginia, and include ship
yards, two automobile as
sembly plants, and two air
craft factories. Their over
all operations in the first five 
months d e c l i n e d  11.5% 
from a year ago, with Mary
land down 13.3%, and V ir
ginia down 7.2%. Neither 
the Norfolk Navy Yard nor 
the Navy Yard at Charles
ton, South Carolina, is in
cluded. Employment levels 
at both yards have been cut 
back considerably since the 
end of the Korean War. 
Private shipyards of the 
District have cut back em
ployment s h a r p l y  with 
Maryland yards most af

fected. The Sparrows Point yard announced it would 
have to shut down by October unless new business was 
obtained. In July the company was awarded a contract 
to build two Navy ammunition vessels at a cost of $23 
million. The stretch-out in aircraft procurement has 
caused some reduction in force at both Middle River 
and Hagerstown.

Textile Mills

These industries are reported for Maryland, Virginia, 
North Carolina, and South Carolina and include yarn 
and thread mills, broad woven fabrics mills, and knit
ting mills. Operations in the first five months of 1954 
were down 11.3% from similar months of 1953. Mary
land dropped 29% , a figure in line with the first-quar
ter shrinkage in cotton duck production. Virginia was 
off 11%, North Carolina 13%, and South Carolina 7% . 
June operations continued to decline in the Carolinas 
but in North Carolina the decline of 11.7% from last

M A N - H O U R S - M A N U F A C T U R IN G  IN D U S T R IE S

FIFTH DISTRICT-PERCENT CHANGE
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year compared with a six months’ drop of 13.0%, while 
in South Carolina June was down 8.9% from last year 
compared with a decline of 7.4% for the six months.

Average daily cotton consumption in Fifth District 
mills in six months of 1954 declined 8.2% from a year 
ago, compared with a 11.2% drop nationally. June, 
however, showed a drop of 11.3% compared with 13.9% 
nationally. The District decline in the six months was 
largest in North Carolina (14 .6% ), in part reflecting 
poorer operations of spinners as compared with weavers. 
Virginia mills showed an increase of 4.5% from last 
year, while South Carolina mills moved down 1.8%.

Broad W oven  Fabrics
These industries, reported 

for Virginia and the Caro
linas, s h o w e d  first five 
months’ o p e r a t i o n s  off 
10.4% from a year ago.
North Carolina was down 
14%, Virginia 10%, and 
South Carolina 7% . June 
operations in North Caro
lina were in line with the 
five months’ change, but 
S o u t h  Carolina’s decline 
was moderately la r g e r.
Operations at cotton broad 
woven goods mills have not 
been reduced as much as the 
synthetic w ea v in g  m ills.
First-quarter U. S. produc
tion of cotton broad woven 
goods was 4.3% under that 
quarter last year, while syn
thetics output was down
11.5%. Production has been cut back further in recent 
months in both types of mills, and this has caused some 
firming of prices.

Yarn and Thread Mills
These are reported for North and South Carolina 

with North Carolina accounting for the major part. 
Operations in the two states were down 17.9% in the 
first six months, with South Carolina down 19.5% and 
North Carolina down 17.7%. June sawT some price 
firming, and the backlog of unfilled orders has picked 
up considerably. Inventories are low at the primary 
sources, but there have been some permanent losses in 
markets for cotton yarns.

Knitting Mills
Operations of knitters in Virginia and North Caro

lina in the first five months of 1954 were 7.7% lower 
than in those months of 1953. The decline in Virginia 
was 14%, in North Carolina 7% . Most of the decline

seems to have come in underwear mills since North 
Carolina’s full-fashioned hosiery mills’ operations were 
down only 1.6% and seamless hosiery operations were 
off 6.6%. June operations of knitting mills in North 
Carolina were 2.0% below a year ago with full-fashioned 
hosiery off 1.3% and seamless hosiery up 3.6%. Some 
progress in retarding the bare-leg habit in Summer is 
indicated by full-fashioned hosiery trade comments. The 
price situation in full-fashioned hosiery is still unsatis
factory but fewer complaints are heard from the seam
less side. The new stretch socks seem to be giving the 
seamless industry some added zest. Wholesale prices 
of all types of hosiery in the first five months of 1954

were 3% u n d e r  those 
months in 1953.

Apparel
O p e r a ti o n s for five 

months of 1954 were 9.5% 
below similar months of 
1953 in Maryland, Virginia, 
and North and South Caro
lina. Declines ranged from 
4.8% in South Carolina to 
13.2% in Maryland, with 
V ir g in ia  at 1 1 .1 % , and 
North Carolina at 7.3%. 
Largest d eclin es  were in 
Maryland where the men’s 
clothing in d u stry  is the 
dominant factor. Smallest 
decline was in South Caro
lina where growth in new 
firms continues. June opera
tions in N orth  C aro lin a  
were 11.8% under last year 

compared with a six months’ decline of 8.0%. South 
Carolina was off 6.2% in June and 5.0% for the six 
months.

Food Products
Total District food industries’ operations were slight

ly up for five months of 1954 compared with 1953. Two 
states, however, declined: West Virginia 5.6% and 
Maryland 2.6%. The largest gain (3 .7 % ) was in 
North Carolina. Seasonal expansion (in August and 
September, when the canneries are running full force) 
will probably be smaller this year than last because of 
drought conditions. Late figures show June operations 
in North Carolina 2.7% above a year ago and in South 
Carolina even.

Paper and Products
Paper industries did remarkably well in the first five 

months— the decline was only 2.9% from a year ago. 
In the primary production states, however, declines have

PERCENT CHANGE BANK DEBITS
(First Six Months 1954 vs. 1953)
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been more substantial than in those which largely fabri
cate paper products. June production was 3.1% below 
a year earlier in North Carolina which compares with 
a six months’ loss of 1.2%. In South Carolina the June 
decline was 6.4% and the six months’ 3.9%.

Chemical Industries

These industries are dominantly organic in this Dis
trict. Predominant are the synthetic fibers— rayon, 
acetate, nylon, orlon, and dacron. Organic chemicals, 
produced by high-pressure synthesis, are highly impor
tant in the Kanawha Valley, West Virginia, and around 
Hopewell, Virginia.

Operations in chemical 
industries have been quite 
mixed this year as compared 
with last. Over-all opera
tions are down 5.4% in five 
months of 1954 from 1953 
due to reduced activity in 
rayon and acetate. But even 
here, this has been spotty; 
for example, South Carolina 
shows an increase in opera
tions in chemical industries 
of 11.9%. This is due main
ly to operations in two new 
synthetic fiber plants. In 
Virginia o p e ra tio n s  are 
down 15.1%, Maryland and 
West Virginia down each 
2.4% , and North Carolina 
up 1.8%. O p era tion s  in 
South C aro lin a  in June 
were up 18.0% from last year and the six months were 
up 12.9%. North Carolina operations were up 1.3% in 
June and up 1.6% in the six months.

Tobacco Products
Operations (mainly in Virginia and North Carolina) 

for the first five months were 5.9% smaller than a year 
earlier— a somewhat larger over-all decline than for 
cigarettes, which were down 3.8%. There was con
siderable variation between the two states in total to
bacco products. Virginia was off 0.6%, while North 
Carolina lost 8.9%. June output in North Carolina, 
however, was 8.2% ahead of last year. In cigarettes, 
Virginia showed an increase of 0.4% in the first five 
months, while North Carolina declined 6.4%. Sub
stantial revival in June raised North Carolina cigarette 
output 10.3% ahead of a year ago and cut the six 
months’ loss to 3.6%. It is somewhat surprising, in 
view of the fervent “ health debate,”  that operations have 
held up so well. District cigarette production (first 
five months) was down 7.2% from a year ago, but the

preliminary May figure shows an increase of 2%  over 
May of last year.

Construction

Value of contract awards— first six months of 1954 
versus 1953— rose 7% for the whole District. In this 
period residential awards were up a sharp 31% , awards 
for nonresidential buildings rose 1%, while public works 
and utility awards declined 19%. All of the states of 
the Fifth District saw increases in residential construc
tion contract awards, from 21% in North Carolina to 
45% in Virginia, but in the District of Columbia they 
were off 25%. Gains in Maryland were 33% , West

Virginia 23%, and South 
Carolina 25%. In the non
residential building sector 
the six months’ increase was 
1%. West Virginia was 
off 30% and Virginia 22%. 
The District of Columbia 
was up 38%, M a ry la n d  
31%, North Carolina 5%, 
and South Carolina 2% .

In public works and util
ities, Maryland increased 
30% and South Carolina 
6% . Other states and the 
District of Columbia had 
substantial losses. District 
of Columbia had 63% , West 
Virginia 62% , V ir g in ia  
20% , and North Carolina 
14%. Thus the District’s 
over-all construction picture 
has been a mixed one except 

for residential construction where most areas have 
shown neat increases. The first half of 1954 provided 
a postwar peak in Maryland and Virginia.

Bituminous Coal

In the first six months of 1954, output in the three 
coal-producing states of the District was down 16% 
from those months last year. This compares with a 
national decline of 18%. Production in Virginia was 
down 15%, in West Virginia 15%, and in Maryland 
17%. In addition to a decline of 12% in coal con
sumption (first five months 1954 vs. 1953) stocks held 
by consuming industries were 5% less. The declines in 
stocks would have been much more pronounced except 
for a gain of 7% in stocks of the electric power utilities 
in May over May last year. All other consuming indus
tries declined from 1% to 34%. Coal prices in the 1954 
period averaged 5.5% less than in 1953. Electric 
utilities consuming 34% of the industrial total showed 
an increase of 1.8% over the first five months of 1953.

PERCENT CHANGE MEMBER BANK LOANS
(First Six Months 1954 vs. 1953)
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All other consuming industries had declines of 6%  to 
38%.

Trade

A  prime sustaining force in the District as well as the 
nation has been a retail trade level near the all-time 
peak established in the first half of 1953. Department 
store sales in the District for the first half were within 
5% of sales of the 1953 period. Declines of 11% have 
been recorded in West Virginia, 7% in North Carolina, 
6%  in Virginia, 4%  in South Carolina, and 3%  in 
Maryland and the District of Columbia. Interestingly, 
sales of home furnishings have run somewhat ahead of 
last year, while apparel and 
related items account for 
most of the loss.

Furniture store sales have 
not fared as well as those of 
department stores in the 
first half of 1954. Sales of 
these stores were off 8%  
from a year ago— in West 
Virginia 17% l e s s  a n d  
North Carolina 12% less.
District of Columbia sales 
were down 8%  ; in Virginia 
and South Carolina 6% , and 
in Maryland 4% . Collec
tions have been somewhat 
slower and in v e n to r ie s  
somewhat lower than last 
year. Numerous promotion
al or clearance sales at re
duced prices in furniture 
stores and household appli
ance stores have been re
ported. Sales of household appliance stores in the first 
six months of the year were 3% under the same months 
last year.

Reflecting the moderate easing of most lines of retail 
trade in the first half of 1954, wholesalers have ex
perienced a somewhat larger decline in sales. W hole
salers of hardware and industrial supplies have shown 
the greatest sales decline (29%  and 33% respectively) 
from last year. Wholesale drug sales were down 2% , 
dry goods down 10%, groceries dowTn 4% , and auto
motive supplies down 10%. Wholesale paper sales, 
however, were up 18%.

New passenger automobile registrations for the first 
five months of 1954 wrere 6.6% smaller than in similar 
months of 1953, in the Fifth District. Virginia, the 
only state to show registration rise, increased 12.2%. 
Largest decline in new passenger car registrations oc
curred in South Carolina— 17.5%. West Virginia de

clined 17.0%, North Carolina 16.1%, Maryland 6.1%, 
and the District of Columbia 4.5%.

In new commercial car registrations the picture was 
considerably less favorable. For the District, five- 
month totals declined 17.9%, though Virginia increased 
1.1%. Largest decline in new commercial car regis
trations occurred in the District of Columbia, 29.3%. 
North Carolina was down 25.6%, West Virginia 24.7%, 
South Carolina 23.4%, and Maryland 12.8%.

In other lines of retail trade, such as food stores, res
taurants, apparel stores, lumber, and building hardware 
dealers, District sales have been somewhat poorer than 
in the nation as a whole. Even so, the declines have

been moderate.

Employment
In May 1954, 4,093,700 

people were employed in 
nonagricultural industries in 
the D is t r ic t— abou t 4%  
smaller than in May 1953, 
compared with about 5% 
nationally. Of these, 1,260,- 
800 were in manufacturing 
and 2,832,900 were in non
manufacturing indu stries. 
Employment in manufactur
ing industries of the District 
has show n  a d ow n w ard  
trend without interruption 
since last August. Employ
ment in nonmanufacturing 
industries other than agri
culture was down 2.7% 
from May 1953, and manu
facturing employment was 
6.2% lower than a year ago.

Five-month average decline in total nonagricultural 
employment in the District was 3.3% with manufactur
ing employment averaging 5% and nonmanufacturing 
employment 2.6% lower than the first five months of 
1953. All states and the District of Columbia showed 
employment in manufacturing industries in the period 
under a year ago— from 3%  in the District of Columbia 
to 7% in West Virginia and Virginia. In nonmanufac
turing industries only one state gained in the period—  
Maryland, with a plus 0.5%. Other states showed 
losses ranging from 0.2% in North Carolina to 6.3% in 
the District of Columbia.

Insured Unemployment
Insured unemployment in the District on June 26 to

taled 188,300, a decline of 6.4% from May 29 and 5.4% 
from April 17, the national peak week for insured unem
ployment. In the District, May 22 was the peak with 
209,300 unemployed.

TOTAL CONSTRUCTION CONTRACT AWARDS
(Percent Change First Six Months 1954 vs. 1953)
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Agriculture—Area of Continuing Weakness in 1954

O b v i o u s l y  much can happen weather-wise to change 
crop prospects after early July. At that time, 

however, it appeared that Fifth District crop produc
tion in 1954 would be somewhat smaller than a year 
ago.

This year’s expected production decline is mainly 
attributable to the big 26% cut in cotton acreage— a cut 
not fully offset by expansion in other crops. Of the
520,000 acres taken out of cotton, 311,000 were in 
South Carolina, 197,000 in North Carolina, and 12,000 
in Virginia.

While the acreage of most other crops was expanded, 
Fifth District farmers did not offset the entire reduction 
in cotton acreage, and total acreage of thirteen of the 
principal crops for which data are available shows a net 
reduction from last year of around 310,000 acres, or 
2% . Again South Carolina and North Carolina showed 
the largest changes, with drops of 221,000 and 104,000 
acres, respectively. While there may have been an ex
pansion in pasture acreage in these states, it seems un
likely that total agricultural production will be as large 
in 1954 as in 1953.

In addition to the cotton cut, there was a 21% cut in 
wheat acreage and a resulting 16% decline in produc
tion. Compared with last year, District peanut acreage 
has been reduced 4% , although plantings have been in
creased in other producing areas.

Burley tobacco acreage is off somewhat, but there are 
small increases in the acreage of other types. Produc
tion estimates as of July 1 shows slightly smaller crops 
of flue-cured, Burley, and Maryland tobacco, with 
small-scale increases in the crops of Virginia fire-cured 
and Virginia sun-cured. Actually, total District to
bacco production is off 1 % . Compared with a year ago, 
Old Belt estimated yields are up, while yields of other 
types of bright tobacco are down.

Estimates of corn production are the same as last 
year, with increases in oats, barley, rye, and sorghums 
expected to more than offset the drop in wheat produc
tion. Accordingly, total grain production measured on 
a bushel-for-bushel basis will be moderately above last 
year. District hay production is expected to be up 
about 2%  as the result of increases in Virginia and 
North Carolina, while production in the other states will 
be a little below 1953.

Crop for Nation: Fourth Largest

According to the Department of Agriculture’s July 
crop report, this is likely to be another year of heavy 
farm crop output— with a volume virtually as large as 
in 1952 and 1953 and only 3% less than the 1948 rec
ord. For the nation as a whole, the sharp reductions 
in wheat and cotton were about offset by increases in 
other crops. As a result, total acreage of all crops for

harvest is about 1 million acres larger than last year 
but nearly 4 million below the 10-year average.

A  corn crop of 3,311 million bushels is forecast for 
the nation. If realized, it would be the second largest 
on record, 4%  larger than in 1953 but 8%  below the 
record established in 1948.

Farm Income and Prices
Thus far this year cash returns from farm market

ings both in the Fifth District states and in the nation 
have been trailing the corresponding period last year. 
For the first six months of 1954, the index of prices re
ceived by farmers for the country as a whole averaged 
256 (1910-14=100), compared with an average index 
of 262 in the first half of 1953 and an average of 254 
for the second half. Prices paid by farmers, averaging 
283 during the January-June period of this year, com
pare with 281 in the first half of 1953 and 278 during 
the second six months.

Prices in the second half of any calendar year are 
particularly important to Fifth District farmers since 
about three-fourths (72%  to be exact) of the total cash 
receipts from farm marketings is received after July 1. 
In the case of crops, the level in the last half year is 
even more important since on an average 82% of the 
cash returns from the sale of crops is received in the 
last six months. The corresponding percentage for live
stock and livestock products in the second half of the 
year is 55%.

Taking into account crop prospects in the District in 
early July, together with developments in the field of 
farm prices, it appears that income from crops will con
tinue to trail 1953 levels. Again this will reflect in 
large part the influence of cotton which normally sup
plies about one-eighth of the cash farm income of the 
District and as much as three-eighths of the cash farm 
income in South Carolina.

A  word about potential changes in crop production 
between now and the end of the year should be added. 
Production of small grains, wheat, oats, barley, and rye, 
is largely an accomplished fact by July 1. Similarly, 
production of corn and tobacco on many farms in the 
southern part of the District is largely determined by 
July 1. However, weather— both in the District and else
where— can continue to exert a profound influence on 
crop size and commodity prices as the year progresses. 
In 1952 the crops were deteriorating at a very rapid 
rate in July but most crops except corn were salvaged 
in large part by good rains the last few days of July and 
early August. Last year’s crops were damaged severely 
by drought in the Old Belt tobacco area. This year 
hot, dry weather in early July provided again a highly 
unfavorable factor in large parts of the District. Con
tinuance— or change— could obviously make a lot of 
difference in the end result.
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Uncle Sam—Trustee

T h e  gross public debt at the end of fiscal 1954 
amounted to $271.3 billion, $5.2 billion above the 

figure at the end of fiscal 1953. Only a portion of this 
$5.2 billion of increased debt, however, is accounted for 
by borrowing from the public and the banking system. 
A  little over $2 billion represents borrowing in a mar
ket provided by the Federal Government itself in the 
form of Government-administered trust funds and 
agencies which are required in most cases to invest their 
excess receipts in Federal securities.

These trust funds are made up of money received and 
held by the Federal Government as trustee or banker 
for the benefit of individuals or classes of individuals. 
Since it is obviously impractical to hold these receipts 
in cash, Congress has decreed that they be invested in 
Government securities. Through this exchange of cash 
for Government obligations, contributions received by 
the trust funds in excess of current operating expenses 
are made available to the Treasury for general purpose 
spending just as are the proceeds of any other Treasury 
borrowing. This largely accounts for the “ better” re
sults (smaller deficit or larger surplus) shown by the 
Treasury’s “ cash” budget than by its “ conventional” 
budget.

Although the holding of Government debt by Govern
ment trust funds dates from the World War I period, 
the volume of such investments was quite small until 
the advent of the Social Security Program in the 1930’s. 
Since that time the total of Government securities held 
in these accounts has grown rapidly and at present 
amounts to $49 billion or approximately 18% of the 
outstanding public debt.

Despite the fact that there are more than fifty Gov
ernment trusts and agencies holding Government obli
gations, the greater portion of the total is held by a 
relatively few accounts— the Old Age and Survivors 
Insurance Trust Fund, the Railroad Retirement Fund, 
the Unemployment Trust Fund, the Federal employees’ 
retirement funds, and the veterans’ life insurance funds. 
The receipts of these major accounts consist primarily 
of payroll taxes representing the contributions of 
covered workers and their employers to provide for 
unemployment pay or retirement income. In addition, 
the funds received interest on investments and, in some 
cases, contributions from the Government. Expendi
tures are generally in the form of pensions, annuities, 
and similar types of compensation for risks which the 
trust funds are designated to cover.

When current disbursements of a fund exceed its 
current receipts, a portion of the securities held by that 
trust may be redeemed to cover the difference. Since 
the securities held are obligations of the Federal Gov
ernment, redemption rests on the general taxing and 
borrowing ability of the Government. The U. S. Treas

ury has had to redeem its obligations held by the trust 
accounts on a number of occasions. In 1950 the Na
tional Service Life Insurance Fund paid an unusually 
large special dividend and in 1949, 1950, and 1954 the 
Unemployment Trust Fund had net disbursements due 
to rises in unemployment claims.

Most of the investment demands of these Federal ac
counts are met by direct issuance of “ special” Treasury 
obligations. At times, however, the trust funds do in
vest a part of their excess cash in regular Government 
securities by purchasing these issues in the market. On 
June 30 the $49 billion total of trust fund holdings was 
made up of $42 billion in “ special” issues and $7 billion 
in regular marketable issues.

The amount of excess cash available for investment 
by the trust funds is determined in part by wage and

U. S. Agencies and Trust Accounts now hold 
nearly 20% of all U. S.Government 

securities outstanding —
Billions of Dollars

—  In 1930 they held only 6%

employment levels which affect the amount of the con
tributions made by the participants. It also depends 
upon whether the funds are financed on a pay-as-you-go 
or on a reserve basis— that is, whether they are set up so 
that current tax rates are adjusted to match current 
payments to beneficiaries, or whether their initial tax 
rates are set at a level adequate to build up a reserve 
from which future liabilities can be met. The rate of 
cash accumulation varies considerably among the in
dividual funds for these reasons as well as because of 
different bases for computing contributions and pay
ments to beneficiaries.

The accompanying chart indicates the varying rates 
of growth of the different funds. No longer ago than
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1940, the Old Age and Survivors Insurance Trust Fund 
was about the same size as the Unemployment Trust 
Fund and little more than double the veterans’ life in
surance funds. On June 30, 1954, this fund was by far 
the largest one handled by the Federal Government. It 
was more than double the size of the Unemployment 
Trust Fund and was three times the size of the veterans’ 
life insurance funds.

Rapid growth in each of the trust funds since 1940 
has contributed to the spectacular expansion in the total 
amount of Government securities held by the trust ac
counts in this period. The Federal employees’ retire
ment funds, for example, have increased over tenfold, 
from $550 million to $5.9 billion. The Railroad Re
tirement Fund has exhibited the most striking growth 
over the period— from $79 million in 1940 to $3.3 bil
lion in 1954, a forty-two fold increase. During this 
period one large new account was established— the Na
tional Service Life Lnsurance Fund covering insurance 
for veterans of W orld W ar II. This fund now amounts 
to over $5 billion or about 80% of the total of the vet
erans’ insurance funds.

Old A ge and Survivors Insurance Trust Fund

The largest of the trust funds is the Old Age and 
Survivors Insurance Trust Fund which now holds about 
$19 billion in Government securities or about 40% of 
all Government trust fund holdings. Largely because 
of its size this fund has been the center of the continuing 
controversy over pay-as-you-go versus reserve financing.

Under the original Social Security plan it was con
templated that the excess tax collections in the early 
years would build up a reserve which, together with the 
interest it earned, would be sufficient to meet the future 
liabilities of the program. The reserve fund was ex
pected to reach a figure of $47 billion about 1980.

After several years of operation the Social Security 
Act was amended in 1939 and the concept of a “ full re
serve” was abandoned in favor of a contingency reserve 
under which the trust fund was to be limited to an 
amount three times the highest annual expenditure an
ticipated during the succeeding five years. As a result 
of high wartime payrolls the three-times ratio was ex
ceeded from the very beginning, even though the sched
uled increases in contributions were frozen at a com
bined employer-employee rate of 2% until 1950. The 
contingency reserve plan provided in the 1939 amend
ments implied eventual Federal contribution to the pro
gram and in 1943 a provision was written into the law 
specifically authorizing appropriations to the trust fund 
from general revenues. Because of the rapid growth of 
the fund no such contributions were ever made.

In the amendments to the Act made in 1950 there 
was a return to the concept that old age insurance 
should be on a completely self-supporting basis. In 
accordance with this view the 1943 provision for a po

tential Government subsidy was eliminated. A  new 
schedule of rates was adopted which it was estimated 
would make the system self-supporting or actuarially 
sound. The schedule provided for an increase in the 
combined employer-employee rate from 3% in 1950-53 
to 6/2%  by 1970.

In 1952 the Act was again amended but, despite the 
more liberal benefits provided, no change was made in

The Old Age and Survivors Insurance Fund has been 
steadily increasing its share of Government 

securities held by Federal trust funds.
(Dollars in Billions)

the tax schedule. With the rise in wage levels that oc
curred in the period immediately preceding 1952, the 
cost of benefits relative to payroll declined and this re
duction in the estimated cost of the program made it 
possible to liberalize benefit payments with no corre
sponding increase in tax rates.

Estimates made in 1952 put the trust fund peak at 
$64.9 billion in 1990 with a projected decline thereafter 
until the year 2023 when it would be exhausted.

During the current session of Congress the Social 
Security Act is again up for revision. The President 
has proposed amendments to the present law which 
would expand coverage by some 10 million persons, 
liberalize the retirement test which determines the 
amount a retired worker can earn and still 'receive bene
fits, protect benefit rights of disabled and other persons 
who have a few years of unusually low earnings, and 
increase the base against which payroll taxes are levied 
from $3,600 to $4,200 per year.

These changes, if adopted, are expected to bring the 
program nearer a pay-as-you-go basis. As a result the 
rate of accumulation in the Old Age and Survivors In
surance Trust Fund will be slowed. It seems probable 
howrever that the fund will continue to grow, though 
perhaps at a reduced rate, for a good many years to 
come and will therefore continue to absorb a large por
tion of the public debt.
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F if t h  D is t r ic t  St a t is t ic a l  Da ta

FIFTH  DISTRICT IN D EXES  
Seasonally Adjusted: 1947-1949 =  100

%  Chg.—  
Latest Mo.

June May June Prev. Yr.
1954 1954 1953 Mo. Ago

New passenger car registra
tions* ............................................ 148 148 —  1 — 5

Bank debits _ _ ____ ______ 146 154 151 — 5 — 3
Bituminous coal production*__ 74 76 93 — 3 —20
Construction contracts _______ 170 193 119 — 12 +  43
Business failures— number . . . 250 180 143 +  39 +  75
Cigarette production _______ 102 101 +  10 +  4
Cotton spindle hours __  _ 108 108 118 0 — 8
Department store sales _______ 120 114 121r +  5 —  1
Electric power production ____ 162 166 — 2 — 2
Manufacturing employment* __ 103 110 —  1 — 6
Furniture store sales . ______ 106 109 116 — 3 — 9
Life insurance sales___________ 172 164 162 +  5 +  6
* Not seasonally adjusted.
Back figures available on request.

W H O L E SA L E  TRADE
Sales in Stocks on

June 1954 June 30, 1954
compared with compared with
June May June 30, May 31,

LINES 1953 1954 1953 1954
Auto supplies ( 6) __________ — 18 +  4 — 6 +  1
Electrical goods (4) ............ — 6 +  32
Hardware (7) __________ ;__ — 7 +  6 — 10 — 4
Industrial supplies (8) .. —23 —21 — 4 0
Drugs and sundries (12) +  5 +  9 — 3 — 2
Dry goods (12) _____________ — 6 +  1 — 11 +  3
Groceries (37) _____________ — 1 +  9 +  4 — 2
Paper and its products (5) +  7 +  5
Tobacco products (9) ______ +  3 +  17 — 36 +  1
Miscellaneous (83) .. +  1 +  8 +  1 +  6
District totals ( 1 8 3 ) ________ — 1 +  8 — 3 +  2

Number of reporting firms in parentheses.
Source: Bureau of the Census, Department of Commerce.

BU ILD IN G  PERM IT FIGURES
June June 6 Months 6 Months
1954 1953 1954 1953

Maryland
Baltimore ____ $ 6,461,845 $10,891,065 $ 30,189,680 $ 39,815,525
Cumberland __ 170,650 78,815 394,575 370,215
Frederick ___ 107,415 750,660 579,182 1,788,182
Hagerstown __ 441,935 141,650 1,368,539 1,360,963
Salisbury _____ 165,740 226,886 1,079,946 776,837

Virginia
Danville 321,756 420,065 1,318,349 2,367,301
Hopewell 181,406 375,039 853,735 1,767,331
Lynchburg ___ 308,952 432,520 2,760,549 2,783,350
Newport News 128,559 411,925 1,549,606 1,305,473
Norfolk ______ 792,981 1,046,150 7,068,129 9,441,568
Petersburg 269,500 176,900 1,122,900 1,148,800
Portsmouth __ 345,955 311,138 4,108,489 1,946,716
Richmond____ 1,756,547 2,446,702 14,145,307 8,873,135
Roanoke 1,119,635 758,122 6,326,259 6,698,215
Staunton _____ 187,635 124,400 752,275 1,207,920

West Virginia
Charleston 991,257 648,445 4,403,372 3,922,975
Clarksburg 95,365 223,716 1,411,875 1,497,731
H untington__ 1,091,064 356,473 3,023,339 2,412,461

North Carolina
Asheville _ 333,140 205,319 2,010,604 1,459,568
Charlotte ___ 1,918,143 1,673,870 10,043,716 15,882,850
Durham ______ 591,796 418,721 2,986,446 3,554,990
Greensboro 972,311 701,950 5,840,987 6,276,588
High Point 712,865 281,562 2,730,129 2,855,996
Raleigh __ . 1,200,985 1,001,225 6,869,577 16,370,295
Rocky Mount _ 285,111 241,109 1,724,100 2,760,522
Salisbury 149,115 216,010 934,412 953,824
Wilson ____  . 185,850 131,340 1,209,400 1,203,630
Winston-Salem 961,116 1,266,494 6,861,958 4,677,970

South Carolina
Charleston 211,610 323,886 1,104,253 3,564,690
Columbia _____ 737,510 603,602 5,517,596 4,981,268
Greenville 1,160,940 500,575 4,205,760 3,243,892
Spartanburg _ 103,128 77,576 1,529,570 465,249

Dist. of Columbia
Washington __ 6,321,132 8,918,072 32,727,964 38,314,219

District Totals ..$30,782,949 $36,381,982 $168,752,578 $196,050,249

DEPARTM ENT STORE OPERATIONS
(Figures show percentage changes)

Other Dist. 
Rich. Balt. Wash. Cities Totals

FU RN ITU R E SALES*
(Based on Dollar Value)

Percentage change with correspond
ing period a year ago

Sales, June ’54 vs June ’53
Sales, 6 Mos. ending June 30, 

’54 vs 6 Mos. ending June 
30, ’5 3 ____________________

Outstanding orders, 
June 30, ’54 vs ’53

0

Open account receivables June
1, collected in June ’5 4 __ 29.3

Instalment receivables June
1, collected in June ’5 4 __ 11.1

Sales, June ’54 vs June 
’53 ___________________

Md.

0
D.C.

+ 4

0 +  4 — 3 — 1 STATES June 1954 6 Mos. 1954
Maryland . ......................... — 9 — 4
Dist. of Columbia __ . ____ — 1 — 8

— 2 — 1 — 7 — 4 Virginia ___  . ................................ — 8 — 6
— 7 — 5 — 3 — 5 West Virginia ____________________ — 10 — 17

North Carolina ___________________ — 2 — 12
— 6 — 12 — 13 — 10 South Carolina _________________ — 14 — 6

District ___ _______________________ — 5 — 8
50.4 42.6 34.3 40.4 INDIVIDUAL CITIES

Baltimore, Md. . — 9 — 4
14.7 13.9 15.2 14.0 Washington, D. C.............................. — 1 — 8

Richmond, Va............................... — 14 — 8
Va. W .Va. N.C. S.C. Charleston, W . Va.............................. - 1 5 —10

* Data from furniture departments of department stores as well
— 2 —10 — 2 0 as furniture stores.
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F i f t h  D i s t r i c t  B a n k i n g  S t a t i s t i c s

DEBITS TO DEM AND DEPOSIT ACCOUNTS*
(000 omitted)

June June 6 Months 6 Months
1954 1953 1954 1953

Dist. of Columbia
Washington ______ $1,208,851 $1,187,607 $ 6,924,942 $ 6,407,773

Maryland
Baltimore _________ 1,508,499 1,560,927 8,609,534 8,439,629
Cumberland ______  26,781 28,349 137,788 153,303
Frederick ................  23,357 25,699 134,761 140,530
Hagerstown ______  37,023 39,316 212,597 223,408

North Carolina
Asheville _________ 66,523 65,064 362,655 364,268
Charlotte__________  350,349 376,935 2,087,248 2,178,911
Durham ___________  94,596 94,359 520,057 527,433
Greensboro ________ 121,425 126,238 700,897 715,069
High Point** _____  42,039 46,812 251,089 NA
Kinston ___________  18,980 22,956 118,789 122,277
Raleigh ___________  196,422 189,898 1,103,776 1,156,992
W ilm ington____ __ 48,775 48,269 273,705 272,001
Wilson ____________  18,098 17,058 105,934 99,646
Winston-Salem ___ 160,885 156,152 887,603 872,225

South Carolina
Charleston ________ 75,280 78,821 437,002 479,937
Columbia _________ 157,491 160,380 993,062 952,165
Greenville_________ 103,550 114,733 638,287 674,340
Spartanburg ____  59,955 63,051 368,926 386,999

Virginia
Charlottesville ____  32,508 30,638 186,234 159,693
Danville______ __ 32,897 35,927 202,940 219,994
Lynchburg _______  53,384 51,070 292,114 290,640
Newport News ____ 49,587 49,221 279,306 291,037
N orfo lk ___________  272,563 263,616 1,532,988 1,532,277
Portsmouth ______  35,877 32,928 191,740 185,413
Richmond _________ 567,122 628,481 3,472,354 3,608,662
Roanoke __________  121,386 127,260 691,420 724,082

West Virginia
Bluefield__________  39,555 44,705 232,580 262,534
Charleston _______- 159,813 176,790 1,023,587 1,004,054
Clarksburg _______  31,307 33,990 186,949 203,430
Huntington ______  71,406 71,295 414,632 425,853
Parkersburg ______  30,492 31,288 179,609 177,893

District Totals _____ $5,774,737 $5,933,021 $33,504,016 $33,252,468
* Interbank and U. S. Government accounts excluded.
** Not included in District totals.
NA Not Available.

50 REPORTING MEMBER BANKS  
(000 omitted)

Change in Amount from
July 14, June 16, July 15,

Items 1954 1954 1953
Total Loans ____________________ $1,399,748** +  9,134 +  43,537

Bus. & A gric ._____________ 611,640 — 2,897 +  9,420
Real Estate Loans ___________  277,722 +  6,724 +  15,482
All Other Loans _____________  528,362 +  5,697 +  20,339

Total Security Holdings _______  1,784,385 +  18,341 — 41,715
U. S. Treasury Bills __________  108,689 +  12,783 — 38,679
U. S. Treasury Certificates__ 147,012 +  3,712 — 90,119
U. S. Treasury N otes_______  293,514 — 12,475 +  9,539
U. S. Treasury Bonds ________ 984,768 +  3,432 +  54,411
Other Bonds, Stocks & Secur. 250,402 +  10,889 +  23,133

Cash Items in Process of Col. .. 314,886 +  1,151 — 2,436
Due From B anks___________.___  189,938* — 25,929 — 4,931
Currency and Coin _____________  79,599 +  4,350 +  5,387
Reserve with F. R. Banks ..........  546,567 +  1,490 +  23,918
Other Assets ___________________  61,606 — 2,355 +  4,669

Total Assets __________________  4,376,729 +  6,182 +  28,429

Total Demand Deposits ________ 3,304,733 +  7,245 — 35,319
Deposits of Individuals ______  2,452,355 — 36,531 +  18,800
Deposits of U. S. Government 110,297 +  27,431 — 81,771
Deposits of State & Local Gov. 201,706 +  107 +  13,429
Deposits of Banks ......................  479,996* +  17,861 +  11,781
Certified & Officers’ Checks __ 60,379 — 1,623 +  2,442

Total Time Deposits ____ ______ 731,305 +  6,896 +  52,883
Deposits of Individuals ______  649,165 +  11,554 +  49,718
Other Time Deposits _________ 82,140 — 4,658 +  3,165

Liabilities for Borrowed Money 3,000 — 6,900 — 13,750
All Other Liabilities ___________  45,251 — 1,585 +  4,623
Capital Accounts ______________  292,440 -j- 526 +  19,992

Total Liabilities _______________$4,376,729 +  6,182 +  28,429

* Net figures, reciprocal balances being eliminated.
** Less losses for bad debts.
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F ifth  D istrict

NEW PASSENGER CAR REGISTRATIONS
225 

175

125

75

T RENDS

WHOLESALE DRUG SALES
175 

150 

125

100 

75

(Seosonolly Adjusted) 
(1947*1949 = 100)

Figures are available for five months of 1954 for all states of the 
Fifth District. In this period, new passenger car registrations were 
down 7% from a year ago with only Virginia showing an increase. 
In May the registrations were 5% under May a year ago with the 
District of Columbia and Virginia showing gains.

Sales of wholesale drug firms after seasonal correction have been 
in an upward trend since January with June sales 8%  higher than 
in May and 7% higher than a year ago. In the first half of 1954, 
wholesale drug sales were 2%  under the same period a year ago.

RETAIL FURNITURE STORES NET SALES

Sales of furniture stores in June, after seasonal correction, drop
ped 3% from May to a level 9%  below a year ago. In the first six 
months of 1954, sales of these stores were down 9% from last year. 
Inventories at the end of June were also 9%  under a year ago.

DEPARTMENT STORE SALES

Major household appliances have been doing quite well in depart
ment stores this year. In June, seasonally adjusted sales were 12% 
higher than in May and 8%  above a year ago. In the first six 
months of the year, sales were 9% higher than in the same period 
last year.

HOSIERY PRODUCTION - UNITED STATES

Hosiery output in the nation during May rose 1%  from the April 
level after seasonal correction, but was still 9% under May of last 
year. In the first five months of 1954 output was 9%  less than a 
year ago. Outlook for the last half year has improved.

DEPARTMENT STORE SALES

Sales of cotton piece goods continued to show improvement with 
June figures 7% higher than May after seasonal correction and 13%  
higher than a year ago. In the first six months, sales of these goods 
were up 12% from a year ago. Actual yardage is probably higf>" 
since prices have declined.
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