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The volume of consumer credit has returned to the
all-time peak reached last December
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but the ratio of consumer credit to disposable income
remained below the prewar average.
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The increase in credit during the year was due
to the steady rise in installment loans reflecting

higher automobile sales.
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THE OVER-ALL stability of the economy noted last
month was extended into August with seasonal movements
again dominating activity in most segments. Industrial
production advanced from the low volume of July as factory
operations were resumed following midsummer vacation
shut-downs. Department store sales picked up moderately
as cooler weather stimulated business. Construction ac-
tivity continued upward to reach $1.9 billion, close to the
all-time high of last August. Employment in the aggregate
in August showed a modest increase from July with a rise
in the nonagricultural segment almost entirely offset by a
seasonal decline in agriculture. Unemployment dropped
back about 400,000 below the postwar peak of 4.1 million
reached in July.

By the Office of Business Economics

Industrial prices firm

The general level of wholesale prices declined slightly
during August primarily because of prospective bumper
crops for feed grains and some weakness in certain other
agricultural prices including fruits and livestock. Industrial
prices on the average were virtually unchanged during the
month, continuing the stability noted in July and suggest-
ing some firming of demand following a steady decline since
the end of last year.

Business purchasing, however, remained generally cau-
tious. Liquidation of manufacturers’ inventories continued
in July with a drop of $600 million in book value, bringing
the total decline to nearly $2 billion since February, after
adjustment for the seasonal factor. Among retailers and
wholesalers there has been some tendency for the decline in
stocks to level off in recent months, with total inventories
held at these levels of distribution remaining about the same
in July as they were in May. The value of new orders re-
ceived by manufacturers in July reflected principally the
usual midsummer slowness.

Stability in important segments

Though inventories have been reduced, and industrial
production and prices have dropped as a consequence, the
firmness of other segments of the economy continued through
the late summer of this year. Asshown in the sections below,
there was no tendency for the moderate declines which oc-
curred early this year in personal incomes and retail sales to
deepen appreciably; employment has been rising—though
less than seasonally—since February, and construction has
advanced very close to the highs of last year.
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Capital outlays remain high

Likewise, expenditures on new plant and equipment by
nonagricultural business are expected to show little change
from the second to the third quarter, according to early
returns in the quarterly survey conducted jointly by the
Office of Business Economics and the Securities and Ex-
change Commission. The preliminary reports suggest that
during the first 9 months of the year these expenditures on
fixed capital were moderately above those in the correspond-
ing period of 1948.

Outlays of electric and gas utilities, transportation con-
cerns other than railroads, and commercial firms showed
moderate increases in the third quarter, while expenditures
of manufacturing companies remained at about the same
volume.

Investment anticipations for the fourth quarter, as
reported in these early returns, suggest a slight decline from
the third quarter of the year instead of the usual seasonal
increase. All industry groups except gas and electric
utilities anticipated some reduction in expenditures in the
fourth quarter from the high rates maintained in the past
2 years.

Railroad freight rates higher

Little effect upon the general price structure is anticipated
from the most recent increase in freight rates authorized
by the Interstate Commerce Commission. The increase,
averaging about 4 percent, became effective this September 1
and followed an interim boost of 5 percent granted last
January, making an aggregate rise of 9 percent over the
rates in effect in September a year ago. The recent rate
advance, according to Commission estimates, will add
approximately $293 million annually to the operating
revenues of class I carriers on the basis of anticipated 1949
traffic. It was designed to meet the higher costs incurred
by the 40-hour workweek for approximately 1 million
nonoperating railroad employees which also became effec-
tive on September 1. This marks the eighth increase
granted by the Commission since June 30, 1946, to offset
the sharp advances in wage rates and prices of materials
and fuel in the postwar period.

Small effect on prices

The increase in freight rates allowed this year will affect
prices only slightly, if at all, even in the case of commodities
which are low in cost in relation to bulk and where shipping
charges are consequently an important element in total
costs. This is illustrated in the accompanying table which
shows for three representative raw materials the estimated
maximum potential increase in total costs to consumers
resulting from the higher freight rates:

Under freight rate Under freight rate

advances effective advances effective
in Januvary and in September 1949

September 1949 only
Percent Percent
Cement____________________.____. 2.7 1.2
Rubber_ . _____ o ____ .3 .1
Scrap iron and steel . - .__________ .9 .4

It should be noted that these potential cost increases are
based upon shipping practices prevailing in 1948 and that,
for two reasons In particular, actual net increases in prices
to consumers are expected to be smaller. First, it is probable
that the higher freight rates may accelerate the diversion
of tonnage to cheaper forms of transportation,particularly
trucks. Tonnage moved by trucks during the first half
of this year ran ahead of the same period last year while

2

railroad shipments were below, a continuation of the trend
in progress since 1947. Second, because of the high degree
of competition existing in many markets, it appears likely
that manufacturers or other shippers may in many cases
absorb all or a part of the increased freight charges.

Personal incomes lower

The aggregate flow of incomes to individuals in July—at
a seasonally adjusted annual rate of $209.7 billion—remained
within 3 percent of the peak reached last December. Indeed,
since February, the range of variation has been limited to less
than 2 percent. Furthermore, during the first 7 months of
1949 personal incomes were still 2 percent above the same
period last year, and represented an important element of
underlying strength in the economy throughout the period
of business adjustment in progress since last fall.

As noted in the section below dealing with agricultural
production, declining farm prices have resulted in some
reduction in farmers’ incomes this year. In May and June
agricultural income was supported by receipts due in those
months under government purchase agreements. In July,
however, the lower prices now prevailing for most crops as
well as livestock—along with some decline in marketings—
were more fully reflected in the volume of income payments
to farmers and accounted in the main for the decline of nearly
$3 billion, at a seasonally adjusted annual rate, in total

Chart 2.—~Personal Income by Source |
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personal incomes. Nonagricultural income was down only
slightly during the month—reflecting lower payments to
miners under the 3-day week in the coal industry and a small
reduction in the receipts of nonfarm proprietors,

Diverse movements of income components

The relative stability in personal income during this year
resulted from declines in some components that were offset
by increases in others. The break-down of personal income
depicted in chart 2 brings into sharp focus the shifting pattern
within the nearly constant total of payments to individuals,
and depicts the major components which have been affected
by changes in activity since the business adjustment period
began late last fall. Declines from December 1948 to July

September 1949
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1949 were limited almost entirely to wages and salaries in
manufacturing, reflecting a drop in production and employ-
ment, and to agricultural income, reflecting lower farm
prices, Partial offsets occurred in the increases in non-
manufacturing and Government pay rolls and in transfer
payments, especially unemployment insurance. Other in-
come sources such as personal interest and dividends remained
stable or tended upward as shown in table 1, and though
proprietors’ and rental incomes were down, this was due
mainly to the decline in receipts of farm proprietors.

Total wages and salaries—the most important segment of
personal incomes—declined from $137.1 billion in December
1948, seasonally adjusted at annual rates, to $133.7 billion
in July 1949. Manufacturing pay rolls accounted for nearly
all of the reduction, coincident to the cut in inventories and
the fall of new orders and output.

Construction pay rolls have continued high, in reaction to
the spurt in house building. Pay rolls in wholesale and retail
trade have mirrored the relative stability in consumer
purchases since early this year. Disbursements in the
transportation and public utility industries have been main-
tained, principally reflecting wage-rate rises and the higher
employment associated with the postwar expansion of facili-
ties by the public utilities. The service industries have also
remained virtually unaffected by adjustments elsewhere in
the economy, extending a postwar upward trend to a status
more in line with their prewar position relative to other
segments.

Government pay rolls have also continued to edge up.
On the State and local level, pay rolls for education personnel
in particular have advanced substantially over last year.
The rise in Federal pay rolls was mainly due to higher out=
lays for postal service and, to a lesser extent, for military
personnel.

The major factor tending to stabilize total personal income
has been the rise of transfer payments, which advanced
from an annual rate of $10.7 billion in December 1948 to
$12.1 billion in July 1949. To a considerable extent, the rise
in transfer payments has reflected—and also compensated
for—the falling off in the rate of manufacturing operations.
Unemployment insurance payments accounted for virtually
all the rise in transfer payments during the first half of the
year, though benefits paid under the Servicemen’s Readjust-
ment Act were also a factor.

Income effect on consumer buying

The stabilizing influence of high personal incomes on gen-
eral business activity as exercised through disposable income
has been reflected in a steady volume of consumer expendi-
tures. During the first half of this year consumers spent
almost as much on goods and services as they did on the
average in 1948, and because of lower prices they received
about the same amount in terms of physical quantities. At
the same time consumers were able to save a larger propor-
tion of their current incomes than they did last year—as is
fully described in the article on this subject in this issue of
the SURVEY.

Consumer buying of goods and services, at $178.2 billion
in the second quarter of this year, was $2.7 billion—or less
than 2 percent—below the fourth quarter 1948 high. Con-
tinued relative stability through the summer is suggested by
the slight decline in retail sales volume in July and the
moderate rise in department store sales in August.

The July retail sales pattern carried forward with little
change the characteristics of sales developments since the
turn of the year. Durable-goods sales, chiefly because of
automobiles, have been stable or rising slightly. Sales at
nondurable-goods stores, on the other hand, have fallen
almost steadily—by about 5 percent—since January.
September 1949
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Consumer credit nears previous high

An important factor supporting the volume of consumer
buying in the past several months has been the resumption
in the upward movement of consumer credit. Following the
peak of $16.3 billion in December 1948, total consumer credit
declined through February, but turned upward again in
March to reach $16.2 billion in July after successive relaxa-
tions of consumer credit regulations and the final suspension
of Regulation W at the end of June. Even at the high July
volume of consumer credit, its ratio to disposable income was
significantly below the ratios of the immediate prewar years.

The resumption in the rise of consumer credit is primarily
attributable to increased purchases of automobiles, particu-
larly on installment. In contrast to the movement of total
consumer credit, as depicted in the chart on the first page of
this issue, installment credit declined only slightly during the
late winter and spring months and by July had advanced to
$9.3 billion, 8 percent over December 1948. Total noninstall-
ment credit declined moderately early in the year and at the
end of July amounted to $6.9 billion, nearly 11 percent below
December 1948. The fall in non-installment credit was
greatest in the charge account sector, coinciding with the
lower volume of department store sales since late last year.

Table 1.—Monthly Personal Income in the United States
[Reasonally adjusted annual rates in billions of dollars]

Dollar change | Percent change
De-
Item ’{g‘lg cgg;- {gig July Dec. July | Decem-
1948 1948 to | 1948 to | 1948 to | ber 1948
July July July |to July
1949 1949 1949 1949
Total personal inComMe. —-mmacean-- 214.5 | 217.0 | 209.7 | —4.8 | -7.3 —-2.2 —3.4
‘Wage and salary receipts______ 134.6 | 137.1 | 133.7 —.9| -3.4 -7 —2.5
Total employer disburse-
ments_...____...._______ 136.8 | 139.4 | 135.9 -9 =35 -7 —2.5
Commodity - produc-
ing industries 1____.. 60.7| 62.3| 58.1| —26| —42| —4.3 —6.7
Distributive indus-
tries ! ... ... 39.8 | 40.0 40.2 4.4 +.27 410 +.5
Service industries1____[ 16.9 | 16.9 | 17.0 +.1 +.1 +.6 +.6
Government.__.__..__ 19.4| 20.2| 20.6 | +1.2 4.4 +46.2 +2.0
Less employee contribu-
tions for social insurance_| 2.2 2.3 2.2 0 -1 0 —4.3
Other labor income_ _ _________ 2.0 2.0 2.1 +.1 +.1 +5.0 +5.0
Proprietors’ and rental income | 50.8 | 50.3 | 44.5 —6.3| —58 | —12.4 —11.5,
Personal interest income and
dividends___..______________ 16.0 16.9 17.3 +1.3 4.4 +48.1 +2.4
Transfer payments 2. _______.. 11.1| 10.7| 121 +1.0{ L4 +9.0| +13.1
Total nonagricultural income 3___.| 190.2 | 193.6 | 191.1 +.9 —-2.5 +.5 -1.3
Total agricultural income_________ 243 | 23.4 186 | —57| —4.8| —-24.5| —20.5

1 ““Commedity-producing industries” consists of agriculture, forestry and fisheries, mining,
contract construction, and manufacturing. ‘‘Distributive industries” consists of wholesale
and retail trade, transportation, and communications and public utilities. “Service indus-
tries” comprises finance, insurance, and real estate and services.

2 Consists mainly of payments to veterans and unemployment insurance and other social
insurance payments,

3 Equals personal income exclusive of net income of unincorporated farm enterprises, farm
wages, agricultural net rents, agricultural net interest, and net dividends paid by agricultural
corporations.

Source: U, 8, Department of Commerce, Office of Business Economics.

Employment trends

The small rise of the general volume of employment in
August resulted from an increase of 1.4 million in nonagri-
cultural employment coupled with a decline in agricultural
employment of only slightly smaller dimensions, according to
the monthly report of the Census Bureau. The drop in the
number of farm workers during the month reflected the usual
late summer slackening in farm operations. The rise in non-
agricultural employment resulted in part from a pick-up in
industry and trade from the seasonally low levels of July.
Also contributing to the latter change was the reclassifica-
tion—from farm to nonfarm employment status—of dual-
job holders in rural areas, who put in fewer hours of work in
agriculture as the midsummer peak was passed in erop
cultivation.

(Continued on p. 23)



Agricultural Production and Food Supplies

FARM production this year is continuing the high rate
maintained since the end of the war. A decline from last
year in crop output is estimated to about offset an increase
in livestock and livestock products. The quantity of food
available for consumption so far this year, plus the amount
in prospect through December, is also expected to show little
change from 1948. The continued high rate of output,
together with some decline in demand, has resulted in a rise
in the carry-over of several crops including the important
staples—cotton, corn, and wheat. These influences have
been reflected in a downward trend in farm prices and in-
comes during the first 7 months of this year, tempered by an
extension of production controls and an increase in price-
support activity,

Major crop supplies rising

A combination of favorable weather and the largest planted
acreage since 1933 is expected to produce a total crop volume
which is second only to last year’s harvest. Another bumper
corn crop this year is estimated by the Department of Agri-
culture to provide a substantially larger feed supply than in
any previous year, both absolutely and in relation to the
number of livestock to be fed. The wheat crop is smaller
this year than last, but the greater carry-over will make
supplies for the crop year beginning in 1949 about as large
as in the preceding year.

Cotton acreage rose again this year but as a result of less
favorable growing weather and heavy boll weevil infestation,
output will be about the same as the 14.9 million bales of last
year—a crop greater than any harvested in the preceding 10
years. With the carry-over, supplies for the 1949 crop year
are estimated at about 2 million bales larger than last year.

As shown in table 2 production of oil seed crops is expected
to be lower than last year, principally as a result of cuts in

Table 2.~Index Numbers of Volume of Production for Sale and
Home Consumption

[1935-39=100]

Commodity group 1040 | 1945 | 1946 | 1947 | 1948 | 19491
Livestock and products:
Meat animals_ ..o oeaaes 118 | 147 | 145 | 145 | 134 135
Dairy produets_ e 105 | 119 { 119 | 117 | 114 116
Poultry and eges. .- 112 170 | 160 | 157 | 153 168
Allivestock. . .. e en 112 | 141 138 | 137 | 130 134
Crops:
Food grains. .. edeicciecmecc e 110 | 155} 164 | 197 | 184 171

Feed CroPS. i mcccaae 114 | 144 | 172} 131 { 204 187
Cotton (lint and seed)....._._ - 95 68 66 93 | 117 119
Truck crops.....-. 111 142 ) 158 | 141 142 135
Other vegetables___ 101 110§ 128 | 107 | 123 104
101 137 160 145 136 139
110 112 133 127 122 122
171 291 277 300 358 304

Fruits and tree nuts..
Oil-bearing crops.

SUEAT CTOPS-..— - - oo 0T 104 04| 103 110 89 92

Allerops. e 107 | 122} 135 135 152 144
All commodities. ... . 110 | 134 | 137 | 136 | 138 138

1 Production estimates are based on crop estimates as of July 1 and estimated marketings
and home consumption of livestock and livestock produects.

Source: U. 8. Department of Agriculture, Bureau of Agricultural Economies.

peanut and soybean acreages and lower flaxseed yields.
Vegetable crops production is estimated to be substantially
lower in 1949 than a year earlier, and production of fruits and
nuts is about the same as last year,

Expanding livestock output

A decline in the livestock population which began during
the war was arrested last year, and with the aid of ample
feed supplies a gradual expansion is providing the basis for a

4

larger output of meat and dairy and poultry products. To a
limited extent the increases in output are already showing
up. The number of chickens raised in 1949 is estimated to be
17 percent higher than in 1948 and egg production in the
Iatter part of the year is expected to be above a year earlier.
As usual, following a large corn harvest the hog population
is expanding and this will be reflected in a more than seasonal
rise In hog marketings this fall and winter of the large spring
pig crop.

Apparently a gradual expansion is under way in beef cattle
herds but because of the relatively long time required to raise
a steer the expansion has not yet brought an increase in cattle
marketings. In fact, the decline in veal output this year is
the immediate result of the move to expand herds by raising
more of the calves rather than sending them to slaughter.
The sharp reduction in the slaughter of mature cows also
indicates an expansion in breeding herds.

Chart 3.—Total United States Food Disappearance !
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I Data include both domestically produced and imported foods.

2 Includes lend-lease.

3 Includes military civilian feeding for all years and procurement for relief feeding in areas
occupied by our armed forces for 1947-49,

4 Data are preliminary estimates.

Source of data: U. S. Department of Agriculture, Bureau of Agricultural Economies.

Milk production has been running higher in 1949 than last
year although the year-to-year gain has been quite small in
the past few months. The increased output results from
higher rates of feeding of a slightly smaller dairy herd.
Recent declines in the number of dairy cows, however, have
been small—about 1 percent in the past year—indicating a
leveling off in the dairy cattle population following the cur-
tailment which has been under way for the past 5 years.

More production conitrols

The continued high rate of agricultural production together
with some weakening in demand has brought a rise in the
carry-overof the principal staple crops. This hasnecessitated
increasing price support activity and is bringing into opera-
tion production controls which had been largely inactive
during the war and postwar periods. In addition to tobacco,
where controls have been in effect since before the war,
potatoes and peanuts were both subject to controls during
1949, and acreage restrictions have been invoked for next
year’s wheat crop. The indicated supplies of corn and cot-
ton are both within the range which require the Secretary of

September 1949 Survey of Current Business



Agriculture to hold a referendum on controls for next year’s
crop.

Food supplies stable

Total food supplies for the United States are estimated to
be about the same in 1949 as last year though somewhat
smaller than the very high levels maintained in the years
immediately following the end of the war.

The large portion of total food production which is exported
has been an important influence upon the demand for food
and upon farm income, and the maintenance of such exports
has helped to limit the decline in prices which began in the
late summer of last year. Exports of farm products have
not yet been reduced as a result of the increasing dollar short-
age abroad, although the effect of current developments on
the future trend is uncertain. As shown in chart 3 about
one-tenth of total United States food continues to go for
export and for military purchases including the feeding of
civilians in occupied areas.

On a per-capita basis, food consumption in 1949 is expected
to be about 10 percent higher than the average for the years
1935-39. Food will be about as plentiful this year on a per-
capita basis as in 1948 but in smaller supply than in other
years since the end of the war, primarily as a result of declines
in livestock and dairy produects and in fruits and vegetables.

Meat consumption is estimated at 146 pounds per capita,
unchanged from 1948 but several pounds less than in the two
preceding years. Reductions in veal and lamb offset in-
creases in available pork. Beginning in August and Septem-
ber when the first of the large 1949 spring pig crop reaches
the market, the production of pork is expected to be sub-
stantially higher than a year earlier, but the supply of beef
will be no higher and possibly a little lower than a year
earlier.

Per capita milk supply is expected to be a little higher this
year than last year, but the decline in fluid milk and cream
consumption, which accompanied the rise in milk prices
since the end of the war, has continued despite some price
reduction in 1949. The increased milk output has been
going into butter production and other manufactured
dairy products, but some of the increase in these products
is being purchased by the Government in order to support
prices. The per-capita supply of eggs is about the same in
1949 as a year ago, but chicken meat consumption is ex-
pected to be 10 percent higher per capita than in 1948, and
turkey supplies will show an even larger expansion. Fresh
vegetables and citrus fruit supplies are lower in 1949 than
a year ago, but canned fruit is more plentiful and canned
vegetables are in about the same volume as last year.

Despite the smaller crop of potatoes, per capita civilian
consumption is expected to be at least as large as a year ago
and the quality will be better because of smaller purchases of
high grade potatoes for price support by the Government.

Farm prices lower

Farm prices in recent months have resumed a downward
trend following a leveling off period of 2 or 3 months begin-
ning in February of this year. In the 4 months between
April and August prices received by farmers declined at an
average rate of 1% percent per month—about the same rate of
decline as in the latter half of 1948. In August they were
about 20 percent lower than the peak reached in January of
last year.

Meanwhile, the index of prices paid by farmers has shown
only a small decline—about 3 percent—from the peak
reached a year ago. Since this index is used as the basis for
calculating parity prices, the level of Government support
prices has also declined very slowly. This has been an
important factor limiting the decline in farm prices and
incomes.

Survey of Current Business September 1949

Supports cushion farm income

While through the first half of 1948 quotations for almost
all farm products were above support levels, by the early
spring of 1949 this situation had changed. As farm prices
dipped within range of support levels, and in a few cases fell
temporarily below, Government purchases and loans cush-
ioned the price decline over a broad area during the latter
half of 1948 and the first 8 months of this year. Among the
products affected were cotton, corn, wheat, potatoes, eggs,
butter, cheese, and milk.

Chart 4.—Per Capita Civilian Consumption of Major
Foods!

Consumers are obtaining about the same
amount of food this year as in 1948.

INDEX, 1935-39=100

ALL FOODS,
PER CAPITA

50 100 150

CHICKEN
(DRESSED WEIGHT)

FRUIT, CANNED
PORK, (EXCLUDING
LARD)

FRESH FRUITS,
{EXCLUDING CITRUS)

BUTTER, FARM
AND FACTORY

[¢) 50 100 150
EGGS

VEGETABLES,
CANNED

BEEF

FLOUR, WHEAT
NN

POTATOES

and less of these.
[o] 50 leOO 150

MILK AND CREAM,
FLUID _

VEGETABLES,
FRESH

CITRUS FRUITS,
FRESH

SUGAR, REFINED

U.S. DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 49-280

t Data are for calendar years except fresh citrus fruits, which are for the crop years beginning
in October of the previous year.
% Data are preliminary estimates.

Source of data: U. S. Department of Agriculture, Bureau of Agricultural Economics.

Nevertheless, the lower level of farm prices this year has
resulted in some reduction in farm incomes, despite the
greater volume of marketings. Cash income from farm
marketings during the first 8 months of 1949 was 11 percent
below the corresponding period in the record year 1948.
Net income of farm proprietors—adjusted for changes in
inventories—was at an annual rate of $16.5 billion in the
first half of 1949, also below 1948, but higher than in any
other year and three times as high as in 1940.
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Rising Construction Activity

OFF SETTING the weakness displayed in many manufac-
turing industries the rise in construction activity has been
an important contributing factor to the stability in business
conditions and employment in the past 6 months.

Dollar expenditures for new public and private construc-
tion have continued to increase more than seasonally, from
the low point reached in February. During August the total
was $1,618 million, seasonally adjusted, about 1 percent
above the expenditures in July.

The rise since February, however, has not kept pace with
the particularly sharp increase in the same period of last
year—with the result that the total volume of construction
n August was somewhat less than 2 percent below the peak
reached in the corresponding month of 1948,

Chart 5.—New Construction Activity
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Commerce, and U. S. Department of Labor, Bureau of Labor Staiistics; seasonal adjust-
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Private construction activity reached a postwar peak
during the third quarter of 1948, as shown in chart 5 and
declined steadily through the first quarter of this year.
The subsequent partial recovery during the spring and sum-
mer reflected a high rate of dwelling units placed under
construction as well as the continued increase in public
utility plant outlays. In August the total value of private
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construction put in place was about 8 percent below the
corresponding month of 1948. In contrast, expenditures
for public construction as indicated in the lowest panel of
chart 5 rose rather steadily over the entire period.

Largely because of this rise in public building the aggre-
gate dollar volume of expenditures on construction during
the first 8 months of 1949 was almost 2 percent above the
total for the corresponding period of 1948. The increase in
public construction between these two periods amounted to
30 percent, more than offsetting a reduction of 6 percent in
the private category. Moderate declines in costs imply that
the increase in physical volume was somewhat higher than in
dollar expenditures.

The temporary slump in building last fall and winter,
coupled with the record-breaking production of most build-
ing materials in 1948, resulted in the elimination of virtually
all shortages of materials, particularly lumber and other
materials used extensively in home building. This has led
to some inventory accumulation and subsequent decline in
production and to a lesser extent in prices. Characteris-
tically wvolatile, lumber showed the greatest decrease in
prices, followed closely by paint and paint materials, while
structural steel and cement showed little change.

Residential construction recovers

Private residential construction activity registered its
fourth consecutive monthly increase during August, amount-
ing to $579 million after allowing for seasonal influences.
Although this represents only a small increase over the July
total of $570 million, the recovery from the low point reached
in April has been quite substantial as seen in chart 5. It is
about 8 percent below the postwar peak months of August
and September of last year, but if public residential building
is included, the combined total of $600 million compares with
$640 million for the corresponding month last year, or about
6 percent less.

The increase in residential activity in recent months
reflects the greater than seasonal rise in dwelling units placed
under construction during the spring and summer and has
been sufficiently large to offset continued declines in other
arcas of private construction, particularly industrial. Al-
though private starts alone have not, according to prelim-
inary data, as yet exceeded last year’s peak months, the
combined private and public starts in July and August were
above those of the corresponding months of last year, as
chart 6 shows.

Public starts, although more than triple the volume of last
year, are still very small relative to the total, as indicated
in table 3. As the Public Housing Act of 1949 is imple-
mented these starts can be expected to grow quite rapidly,
approaching an average of 135,000 per year and up to 200,000
upon authorization of the President.

The recovery of private starts from last winter’s low point
to only slightly below last year’s peak demonstrates the
strong demand that still exists for housing. It should be
noted, however, that this demand has apparently been most
effective in the rental units and in homes costing somewhat
less than in 1948.

Multifamily starts higher

The outstanding characteristic of residential construction
in 1949 has been the trend toward a greater percentage of
multifamily houses, including 2-family homes. Over 25
percent of total private starts during the first 6 months of
1949 are estimated to be of this type in contrast to 18 percent
during the same period last year and ounly 16.5 percent for
all of 1948, ’
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At the present time this proportion is not yet back to the
ratio established during the years 1925-29 when about 40
percent of all starts were of the multifamily type. The shift
from the past 2 years’ pattern which emphasized the single-
unit home does, however, suggest some weakening of demand
for this type of construction. Presently available evidence
seems to indicate that during the last few months of sharply
increased starts the rate of recovery in single units was not
nearly as rapid as the total number.

Chart 6.—New Permanent Nonfarm Dwelling Units
Started !
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1 Data represent dwelling units privately and publicly financed and include prefabricated
housing units. Figures exclude temporary units, conversions, dormitory accommeodations,
trailers, and military barracks.

Source of data: U. 8. Department of Labor, Bureau of Labor Statistics.

The rise in the absolute number as well as the proportion
of multifamily units started reflects several factors. Prob-
ably the most important, aside from the greater difficulty
in selling single houses, is the relatively easier financing
made possible by the reenactment last August of the liberal
provisions for multifamily projects included in section 608
of the National Housing Act of 1948. Some of the con-
centration of rental type units during the first half of 1948
was undoubtedly caused by the anticipation of the expiration
of this section in April of that year. Further effects of the
hiatus in the operation of section 608 between April and
August of last year has been the even heavier concentration
of these starts during the first half of this year. The popu-
larity of this section of the Housing Act was further demon-
strated this year when an apparently abnormal number of
applications for FHA insurance for rental projects was
received during March and again in June when it was thought
that this section would once more be permitted to expire.

The moderate recovery of single type dwelling units has
been aided in part by the reduction in average prices from
last year’s peak. This reduction is due in part to the lowered
costs discussed below as well as the increasing relative
importance of smaller homes.

Financing easier

Some liberalization of financing arrangements for the single
unit house owner, while not as direct as that afforded under
section 608 for the multifamily project, has also developed
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during recent months. The decline in starts during the
latter half of last year was accompanied by greater caution
by lenders which, probably accelerated the decline. More
recently there has been a greater willingness by both mortgage
companies and builders to accept lower initial equities and
longer amortization periods. This has been particularly
effective in promoting sales among those ineligible for GI
financing privileges.

An additional factor has been the expanded activity of the
Federal National Mortgage Association in providing a secon-
dary mortgage market and increasing the funds currently
available from private lenders for new mortgages. The
importance of the FNMA’s operations as a secondary mort-
gage market can be seen in table 4. The rapid depletion of
funds available made it necessary for the Congress to
authorize an additional half billion dollars to its revolving
fund during July. A further increase in its activities can be
expected if, as has been suggested, new legislation relaxes
the present restriction limiting its purchases to not more than
50 percent of the aggregate value of all guaranteed and FHA
insured mortgages of less than $10,000 made after April 20,
1948, by any one lender.

Mortgage terms may also be favorably affected by the
easier money market position induced by the reduction in
July of the legally required reserves of member banks of the
Federal Reserve System.

Other private construction continues to decline

The total of all private construction except residential
continued to decline more than seasonally during the first 8
months of 1949, with the seasonally adjusted dollar volume
reaching $585 million in August compared with $588 million
in July and $644 million in the peak month of August 1948.

Underlying the slow decline in this series, as shown in
chart 5, has been the sharp reduction in industrial and com-
mercial construction offset in part by the rising volume of
expenditures on new plant by public utility firms. During
the entire postwar period the proportion of total national
production accounted for by business construction has been
considerably lower than during 1929 and only slightly more
than the prewar years. This is in contrast to the ratio of

Table 3.—Permanent Nonfarm Dwelling Units Started Privately
and Publicly Financed

[Thousands)
Private Public
Year and month Total
All One- | Two- | Multi-| All
types | family | family | family | types
1946 . e 670. 5 662. 5 590. 0 24.3 48.2 8.0
N € Y 849.0 845.6 | 740.2 33.9 715 3.4
1948 . e 931.3 913.5 763.2 46. 4 103.9 17.8
948—January ORI [+ .1 52.5 42.1 2.8 7.6 1.0
February.__._____ e 501 48.9 38.0 2.5 8.4 1.2
March_____ = 76.4 76.3 62.4 4.6 9.3 .1
April -l 99.5 98.1 78.4 7.6 12,1 1.4
MAY o e eem 100. 3 99. 2 83.7 5.2 10.3 1.1
June. e 97.8 96.6 81.4 4.2 11.6 1.2
July . .. 95.0 93.7 78.3 4.0 11.4 1.3
August______ 86.6 85.1 74.2 3.2 7.7 1.5
September.__ 82.2 80.5 69.2 3.9 7.4 1.7
October . _ 73.4 71.9 62.0 3.2 6.7 1.5
November______ 63.6 61.3 52.5 2.4 6.4 2.3
December______ 52.9 49. 4 41.9 2.8 5.6 3.5
1949—January.__.____ 50.0 46.3 37.0 2.7 6.6 3.7
February.. 50. 4 47.8 39.7 1.8 6.3 2.6
March_..__ 69.4 65.3 54.4 2.5 8.4 4.1
April 88.3 85.0 69.6 3.3 12.1 3.3
May 95.0 91.6| () 0} (" 3.4
June .o 100.0 95.8 Q] (O] [O) 4,2
July . 96.0 92.8 (O] )] Q) 3.2
1948—January-July_ ... .. ... ... .. 572.6 § 565.3 | 464.3 30.9 70.1 7.3
1949—January-July_ .. ____ .. ____.______ 549.1 | 524.6 Q) Q) Q] 24.5

t Not available.
Source: U. 8. Department of Labor, Bureau of Labor Statistics.



expenditures for producers’ durable equipment to the gross
national product which reached an all-time high during the
postwar years.

Construction by the public utilities, particularly by the gas
and electric companies, however, has continued to grow
during virtually the entire period since the end of the war.
Expenditures by the gas and electric utilities for plant expan-
sion for the first 8 months of 1949 are about 15 percent greater
than in the same period of 1948.

Table 4.—Qutstanding Mortgages and Commitments and Funds
Available of Federal National Mortgage Association, December
1948-June 1949

Outstand-
ing mort-
gages and
commit-
ments

Funds
available
Year and month

(Millions of dollars)

1948—December. ..o ccrcncancna- - 426.0 527.5
1949—January. - oo ococceeecens 462.0 500. 5
03 o3 B0 oS 505.1 470.3

- 567.5 419.7

648.9 354.7

762. 4 264.3

951.4 108.7

Source: Federal National Mortgage Association.

Expenditures for community service buildings such as
religious, private educational and recreational, and medical
structures have remained at the high level established during
the last quarter of 1948, Their aggregate for the first &8
months of this year is more than one-third larger in dollar
volume, slightly more than that in physical volume, than for
the same period of last year.

The decline this year in expenditures for commercial con-
struction, especially stores and restaurants, follows a par-
ticularly high volume of activity in this segment in 1948,
Commercial expenditures during August declined a little more
than seasonally from the previous month and were only a
little more than two-thirds of the amount recorded during the
peak months of August and September of last year.

Public construction at a postwar high

Expenditures for public construction during August, $454
million, seasonally adjusted, remained virtually at the high
level recorded during the second quarter of 1949 although
slightly below the May peak of $464 million. This continues
the almost steady increase in these expenditures, as indicated
in chart 5, which began at the close of the war. Moderate
cost declines imply that the physical volume increase has been
somewhat in excess of the rise in dollar expenditures.

Back of this expansion is the great need for virtually all
types of public construction, apparent in the shortages of
school buildings, water supply systems, etc. Although cur-
rent levels of expenditures and activity for all types of public
construction appear large, and, as previously indicated, have
offset the decline in private activity since last year, they con-
stitute a smaller proportion of the gross national product than
during any peacetime year from 1929 through 1948.

Highway construction, as is usual for peacetime years, has
been the largest element of current activity. Dollar expendi-
tures during the first 8 months of 1949 are almost 8 percent
larger than for the same period in 1948 while the seasonally
adjusted total for August is larger than for any month this
year and only slightly below August 1948, the peak for that

year. The current level of expenditures reflects only a portion
of the serious need for extending the highway system to meet
the growing postwar needs as well as to take care of deferred
maintenance resulting from the lack of such activity during
the period of hostilities.

The largest percentage increase in dollar expenditures
between this and last year thus far has been in hospital and
institutional construction which was almost 2! times as
much in 1949 as in last year. Public residential building
expenditures are almost double the amount for last year and,
of course, will bulk larger as the Housing Act of 1949 is
translated into homes. The impact of this legislation is not
expected to be felt until the building season of 1950.

Public education construction is almost two-thirds more
than last year for the months of January—August and has
climbed steadily during the entire postwar period. Sewage
and waterworks construction increased almost a fourth over
the same period of last year reflecting in part the need to
service new residential developments established in previous
unoccupied subdivisions during the past 2% years of high
residential activity.

The largest reduction was recorded in the relatively minor
component of military and naval construction. During the
first 8 months of the year expenditures for these purposes
were reduced almost 30 percent.

Total contract awards for public construction show sig-
nificant increases over last year continuing through July,
the last month of available data. Because of the relatively
long building pattern for this kind of construction it would
appear that this component will probably not be reduced
from present levels, except for seasonal declines, during the
remainder of this year.

Construction costs

Construction cost indicators have edged downward from
their peak of last fall. While precise measurement of this
decline is difficult, it is clear that there has been a reduction
in building material prices, economies resulting from the
greater availability of supplies and improved efficiency in
the utilization of labor, elimination of some of the contingent
costs characteristic of boom conditions, and some reduction
in builders’ margins resulting from increased competition.
With construction still at a high level these reductions have
been quite modest. As is characteristic of the industry,
they vary considerably from region to region and even from
project to project.

During July, the last month of available data, the Bureau
of Labor Statistics index of wholesale prices of building ma-
terials dropped about 1 percent and is now 7 percent below
the peak period last fall. It is still more than double 1939.
Because of improvements in quality and availability, and
the reestablishment of normal competitive trade practices,
the declines in the index probably understate the actual
reduction in prices.

The lumber group and the paint group have both dropped
by 13 percent from their postwar peaks. Other groups,
particularly structural steel and cement, have changed very
little, but 1t should be noted that these prices also rose much
more moderately relative to prewar levels.

Although wage rates are somewhat higher than a year ago
they have been offset, at least in part, by the reduction in
premium overtime payments and increased output per man-
hour. The latter is the product of a number of factors
including a better flow of materials and increased availability
of skilled labor.
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By Irwin Friend *

Personal Saving in the

Postwar Period

A CONSIDERABLE amount of attention has been
focused on the upturn in personal saving over the past 2
years. After reaching unprecedented amounts during the
war years—both absolutely and relatively—as a result of
high incomes, price control, rationing, and patriotic induce-
ments to save, personal saving declined rapidly after the end
of the war and reached a postwar low in 1947 in spite of a
rise in income.

In the latter part of 1947, the rate of personal saving
again tended upward and is currently 8 percent of disposable
personal income as compared with 3 percent in 1947. The
relatively small changes in this percentage since the third
quarter of 1948, together with a small decline in the second
quarter of this year, may indicate that the saving rate has
started to level off (charts 1 and 2).

Just as the drop in the rate of personal saving after the
war had a stimulating effect on the economy, the increase
in saving during 1948 had a reverse influence, helping to
check the inflationary forces which had characterized business
activity up to that time.

Various questions have been raised as to the causes and
implications of this upturn in saving. This article will
attempt to answer these questions, to the extent possible
with existing data, by considering the meaning and sig-
nificance of personal saving and its relation to investment,
analyzing the composition of saving in recent years, and
appraising recent developments in historical perspective.

Significance of Personal Saving

Personal or private noncorporate saving, as defined by the
Department of Commerce in its national income and product
accounts, is the difference between disposable personal in-
come (i. e., personal income less personal taxes) and personal
consumption expenditures. This is equivalent to the in-
crease In personal or private noncorporate assets less the
increase in liabilities, exclusive of gains or losses from revalua-
tion of assets. These balance-sheet changes also show up as
a change in net worth or more specifically in what would
correspond in accounting terminology to earned surplus.!
Capital gains are not included in income and therefore are
excluded from saving.

Since personal saving is confined to saving by individuals
or by the private noncorporate sector of the economy, it is
necessary to differentiate such saving from total saving by
the entire economy. In a sense all saving is done directly
or indirectly by individuals, but it has been found con-
venient for purposes both of analysis and measurement to
segregate total saving and savers into at least three com-

Note.—Mr. Friend is Chief of the Business Structure Division, Office of Business
Economics.

1 Strictly speaking, personal saving can be defined as a change in private noncorporate
earned surplus only if transfer payments which are included in personal income are con-
sidered as earned income.
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ponent groups—Government, corporate, and personal (or
individual). The last of these groups, as measured by the
Department of Commerce, includes all saving by noncor-
porate enterprises, both farm and nonfarm, and by non-
profit organizations as well as by consumers.

Chart 1.—Personal Saving as a Percentage of Disposable
Personal Income !
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Though saving is simply the difference between income
and consumption, it may take a variety of forms, including
an increase in cash and securities, additional insurance, a
reduction in debt, or net investment in durable goods and
inventories. Saving is not a spendable residual in the sense
that it necessarily adds to individuals’ liquid assets available
for expenditures in the next period, since part of the income
saved during a period may have been invested by the same
group of persons, or placed in nonliquid assets, prior to the
end of the period.

Consumption expenditures or those on current account
are not the only expenditures on goods and services that
individuals make. They also make capital expenditures, or
in other words invest as well as consume. Thus increased
equity in housing, as well as in unincorporated business plant
and equipment and inventories, is considered as a capital
rather than a current expenditure in the national income and
product accounts, while all other purchases of goods and
services by consumers, including those adding to consumers’
inventories, are considered as consumption expenditures.
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Depreciation on housing and on noncorporate assets is
treated as dissaving or consumption since it results in a
reduced equity.

The distinction between current and capital expenditures,
or between consumption and investment, is to some extent
arbitrary. Theoretically, all additions to consumers’ as well
as to unincorporated business fixed assets and inventories
should be considered as investment rather than consumption
However, changes in most items of consumers’ inventories
are usually small and in practice the only important difficulty
in classifying expenditures arises in relation to outlays on
consumers’ durable goods which are ordinarily treated—as
they are here—as consumption expenditures, though for
many purposes they can be considered as capital outlays.

Saving versus investment

It is obvious from the definition of saving that it is related
to, though different from, investment.? Investment here
refers to economic investment and not to financial invest-
ment. In other words, it includes the acquisition of newly
produced capital goods, such as dwellings and plant and
equipment, and the value of the change in the volume of
business inventories?® but it excludes financial or indirect
investment in the securities of or other claims against enter-
prises or Government. It also excludes the acquisition of
existing or second-hand capital goods. Xconomic invest-
ment, it may be noted, adds directly to product or income
while financial investment or acquisition of existing capital
goods does not. From the viewpoint of an individual, invest-
ment does include the acquisition of other income-producing
assets as well as newly produced capital goods, but the former
do not add directly to product or income, and cancel out for
the economy as a whoie.

For an individual or for an economic group such as the
private noncorporate sector of the economy, investment does
not necessarily bear any close relationship to saving. When
depreciation is subtracted from investment or added back to
saving to place both on a comparable basis, the difference
between saving and investment is precisely measured by the
individuals’ or groups’ net acquisition of claims on and in-
direct equities in (and transfers of existing or second-hand
capital goods from) other sectors of the economy.

To illustrate, if during a year an individual receives
$10,000 in income, spends $8,000 on consumers’ goods and
services, and buys a new house for $20,000, his saving is
$2,000, his investment $20,000, and the difference of $18,000
between his saving and investment represents the decrease
in his claims on other sectors of the economy or an increase
in the claims of other sectors against him. This may take
the form of a decline in cash accumulated as a result of past
saving, or an increase in mortgages or both. Assuming a
down payment of $5,000, cash would decline $3,000, or the
difference between the down payment and saving, and the
new mortgage would amount to $15,000.

There are of course significant differences in the timing of
these transactions. Income will be received at regular inter-
vals throughout the year, and expenditures on consumers’
goods and services will also be spread in a similar manner
though not quite so evenly (particularly for consumers” dur-
able goods). Saving, which is the difference between the
two, therefore also will normally occur throughout the year.
On the other hand, investment for an individual is obviously
a more discrete or discontinuous process. Furthermore,
while saving adds to equity or net worth at the time it
occurs, investment usually adds to one form of asset by

2 Apart from problems of valuation, accumulated saving and wealth are synonymous in a
closed economy. For any economic unit, however, wealth will reflect the net result of capital
transfers as well as the cumulation of saving. The relationship between saving and wealth
%;ie]f&%nf%ﬁ? that between retained profits and net worth in the financial statements of a

3 For technical reasons, investment is also defined to include the net change in foreign
assets and liabilities.
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decreasing some other asset or increasing some liability and
does not normally add to an individual’s net worth.

Though saving in the above example is measured as the
difference between $10,000 in income, and $8,000 in expendi-
tures on consumers’ goods and services, it may also be ob-
tained by subtracting from the investment of $20,000 the
decline in cash and increase in mortgages amounting to
$18,000. However, while an excess of income over consump-
tion is saving, and does indicate increased equity or net
worth, an increase in any asset such as results from invest-
ment, or a decline in any liability, is not in itself saving,
since it may be offset by changes in other assets and liabilities.

It is only the net result of these changes in assets and
liabilities (exclusive of revaluation items) on the capital ac-
count which can be used as a measure of saving. The
changes in individual items of assets and liabilities are of
interest from the viewpoint of the saving process primarily
in showing the forms saving takes; i. e., the changes in the
balance sheet associated with saving.

Chart 2.—Personal Saving and Disposable Personal

Income
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Source of data: U. 8. Department of Commerce, Office of Business Economies.

It should be recognized from this example that for an
individual investor saving may be only a small proportion
of, and may not even be influenced at all by, his investment.
However, such an excess of investment over saving for one
individual or group must be financed directly or indirectly
by an excess of saving over investment for other individuals
or groups. For the economy as a whole, saving and invest-
ment as here defined (including net foreign investment in an
open economy) are equal with the claims and equities of the
various sectors offsetting each other.

Role of saving

Before proceeding to the statistical analysis of personal
saving, it i1s desirable to consider briefly the relation of sav-
ing to economic theory and practice. Estimates of the vol-
ume and composition of saving are of interest primarily from
two points of view: the determination of the nature of the
consumption-saving function; i. e., the relation of consump-
tion and saving to income; and the analysis of the operations
of the capital markets. The study of the relation of con-
sumption and saving to income is of value in appraising
over-all economic activity and the market for goods produced
by business,
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The principle that at any given level of aggregate income
investors collectively may want and attempt to invest more
(or less) than savers collectively want to save, with a stimu-
lating (or retarding) effect on the economy, is generally
accepted and is an important part of many theories of
economic fluctuations.

More controversial is the thesis, basic to some important

> areas of business cycle thinking, that saving (or consump-
tion) for the private sector of the economy 1s largely deter-
mined by income, while private investment is largely
independent of the current level of income, so that income 1s
effectively determined by the volume of private investment
and the Government surplus or deficit, together with the
functional relation of saving to income. The volume of in-
vestment necessary to offset the saving which can be expected
at various levels of income plays a central role in these busi-
ness cycle theories. The functional relation of saving to
income—i. e., the propensity to save—is assumed to be
comparatively stable over time, though even within this
body of theory there are considerable differences of opinion
over the nature of the relationship and over the time period
and circumstances in which the assumption of stability holds.

Several points should be emphasized. Regardless of the
precise nature of the relationship between saving and income,
when investors as a group attempt to invest an amount dif-
ferent from that which savers as a group want to save, in-
come will change accordingly. To illustrate, let us assume
that during a year 10 individuals who account for the entire
income and product of some economy receive $100,000 in
income and spend $80,000 on consumers’ goods, and 1 of
them buys a newly constructed house for $20,000. Let us
further suppose that these individuals regularly tend to
consume 80 percent and save 20 percent of their income.
Product (consumption plus investment) and income are
of course equal and amount to $100,000. Investment and
saving, which are equal for the 10 individuals combined
though not for any 1 of the 10, amount to $20,000.

During the next year two individuals instead of one
decide to invest in houses-so that product and hence income
are initially raised to an annual rate of $120,000, represent-
ing $80,000 of consumption and $40,000 of investment.
Temporarily saving at $40,000 would exceed 20 percent
of income. However, at this higher level of income, indi-
viduals would attempt to raise their consumption and lower
their temporary rate of saving.

Consequently, unless there was a permanent change in
the propensity to consume, income would eventually in-
crease—through greater volume or higher prices—to an
annual rate of $200,000 where investment of $40,000 would
be offset by the assumed equilibrium rate of saving amount-
ing to 20 percent of income.* Even if there was a permanent
change in the propensity to consume, income would still
vary until intended saving was in equilibrium with intended
investment. In the same way, if investment declined and
was not adequate to offset intended saving at a given in-
come, a lower level of income would result.

It is important to recognize from the preceding example
that while actual saving and investment for the economy as
a whole will always be equal, this is not true for attempted
saving and investment except under special conditions.
There is no reason why the amount people want to save at
a given level of income should necessarily be equal to the
amount people want to invest, since saving and investment
to a considerable extent are performed by different persons,
and since different factors determine their amounts even
when they are performed by the same person.

Investment for obvious reasons generally bears a much
less stable relationship to income than saving for any single
individual (or for any nonindividual). Typically, as income

¢ For simplicity, this example ignores the complication that the aggregate ratio of saving to
income might be expected to vary with the level and distribution of income.

Survey of Current Business September 1949

is received by a person or business, part is consumed and
part is saved, the latter reflecting the desire to accumulate
assets for later use. Saving, particularly for individuals, is in
large part determined by current income together with
consumption habits which change relatively slowly. In-
vestment by any person or business, on the other hand, is
normally much less tied down to current income since it
can to a much greater extent than consumption be financed
out of borrowed funds, and since it is largely dependent on
profit expectations which are strongly influenced by factors
other than current income. It is for these reasons that
saving and investment are customarily analyzed separately
and that the income of any economic unit is usually con-
sidered as a more important determinant of its saving than
of its investment.

The data on personal saving presented in this article will
be examined subsequently for any light that they can cast on
the characteristics of individuals’ propensity to save. Recent
trends in personal saving will be analyzed in detail and com-
pared with the historical relationships of saving (or con-
sumption) and income to determine whether there are
reasons to believe that consumers will attempt to change
their present rate of saving so long as the current level of
Income is maintained. Only incidental reference will be
made to the implications of the saving data for capital
market analysis to show the manner in which the saving of
one sector of the economy finances the investment or dis-
saving of other sectors.’

Deficiencies in data

For the purposes mentioned above, the major deficiency
of the available historical data on the volume and composi-
tion of personal saving is the inability to separate satisfac-
torily the saving by individuals in business; i. e., owners of
unincorporated enterprises, from other individuals. Per-
sonal saving is segregated from other saving to obtain a
more homogencous classification for purposes of analysis.
However, aggregation of the saving of the various types of
economic units designated as individuals, covering the entire
private noncorporate sector, loses too much significant detail.

As a minimum, individuals’ saving should be broken
down into saving of three essentially different groups,
farmers, nonfarm entrepreneurs, and other individuals.
Even this break-down is not sufficiently detailed for many
purposes and it would be desirable to have figures on saving
by more homogeneous economic groups, including data by
income classes. Finally, since total personal saving for any
period is a composite of saving by some individuals and dis-
saving—or consumption in excess of income—by others, it
would be helpful to have information separately for savers
and dissavers.

Composition of Personal Saving

Table 1 presents the components of personal saving on an
annual basis from 1933, the first year for which these detailed
data are available, through 1948. It should be noted that
many of the individual items estimated in the table, especially
those applicable to unincorporated enterprises, are subject to
a substantial margin of error.! The sum total of these items,
however, furnishes a fairly adequate and independent esti-
mate of total personal saving which can be directly compared
with the Department of Commerce estimate obtained as the
difference between disposable income and consumption ex-
penditures.

3 The break-down of personal saving into its components, in the following section, makes
possible such a sources and uses of funds analysis for the individual sector of the economy.
For the corporate sector, similar data were presented in an article on “Business Financing in
the Postwar Period” in the March 1948 SURVEY OF CURRENT BUSINESS.

¢ The derivation of these figures and their limitations will be explained in a forthcomiug

monograph on the volume and composition of individual’s saving by the present author with
the assistance of Vito Natrella.
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In view of the sizable margin of error inherent in the esti-
mation of an item such as personal saving, attention may well
be called to the relatively close correspondence between the
level as well as movement of the Department of Commerce
estimate of personal saving and the independently derived
total of the changes in assets and liabilities shown in table 1.
The difference between the Department of Commerce esti-
mates of personal saving in the first line of the table and the
sum total of the changes in assets and liabilities is indicated
in the last line as errors and omissions. Generally during this
period, the Department of Commerce indirect estimate ob-
tained as the difference between disposable income and con-
sumption expenditures is somewhat lower than the direct
estimate obtained by adding together the individual com-
ponent items,

It may be noted that, as a consequence of the equality be-
tween saving and investment for the economy as a whole, still
another check on the estimate of personal saving can be ob-
tained from the national income and product accounts by
subtracting corporate and Government saving, the latter
defined as the surplus on income and product transactions,
from the sum of net private domestic investment and net
foreign investment.” This third estimate of personal saving
is generally consistent with the other two.

The table shows the changes in assets and liabilities asso-
ciated with personal saving, indicating the disposition of
investment of such saving. It segregates such items as
changes in cash and the major types of securities, in private

7 This is equivalent to adding the statistical diserepancy in the system of national accounts

to the estimate of personal saving derived as the difference between disposable income and
consumption expenditures.

insurance, and in the more important forms of debt, net pur-
chases of nonfarm residences, new construction and equip-
ment of nonfarm and farm wunincorporated enterprises,
changes in inventories of unincorporated enterprises and de-
preciation. The items are grouped for convenience under
four headings—personal saving other than change in equity
in nonbusiness real property and unincorporated enterprises,
increase in equity in nonbusiness real property, increase in
equity in unincorporated enterprises other than farms, and
increase in equity in farm enterprises. However, the last
two groups exclude changes in cash and related items invested
in unincorporated enterprises since these cannot on the basis
of the available data be segregated from other changes in
personal holdings of these items.

It should be pointed out that some of the items in the
table reflect the net transfer of existing assets from corpora-
tions and Government to individuals. While such transfers
do not affect the total of personal saving, they do affect its
composition. Though normally quite unimportant, they
were fairly significant at the beginning of the war and in the
immediate postwar period as corporations switched to a
noncorporate status and back again as a result of the war-
time corporate excess-profits tax.

Another grouping of items in table 1, breaking down per-
sonal saving into real and financial investment, is also of
considerable interest for analysis of the data. This involves
dividing personal saving into two major groups, net real or
tangible investment and changes in claims on (and indirect
equities in) other sectors of the economy. The first is ob-
tained by adding together net purchases of nonfarm resi-

Table 1.~Personal Saving and Its Composition, 1933~18
[Billions of dollars]

1933 1934 1935 1936 1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948
Personal SAVINg .o oo —1.18 | —0.25 1.76 3.58 3.93 0.95 2.70 3.69 9.76 | 25.58 | 30.20 | 35.41 | 27.98 | 10.34 5.05 12.00
Personal saving other than change in equity in
nonbusiness real property and unincorporated
ENeTDIISOS oo _ oo e —~1.08 2.89 1.34 3.61 2.66 2.04 3.59 3.78 9.290 | 27.36 | 34.79 | 36.52| 32.73| 12.00 8.20 5,50
Increase in cash and securities. =175 1.96 .61 3.21 1.45]| —.14 2.65 3.09 8.12| 21.61 | 30.64 | 33.50 | 30.09 | 11.87 7.85 4.46
Currency and bank deposits. -] —1.28 1.80 2.46 3.64 .43 .40 3.00 2.88 4,80 | 10.96 | 16.18 | 17.54 | 19.06 | 10.58 2,921 —1.22
Savings and loan associations. o] —54] =26 —18| —.11| —.11 O] .06 .21 .38 .28 .59 .82 1.06 1,18 1.20 1.25
United States Government securities 2. .63 112 —.41 .87 117 —.15 .06 .51 3,471 10.37 | 1415} 1574 10.49| —.15 2.36 1.33
State and local government securities...| —.67 | — 791 —. 12| —47}{ — 05| — 22| —.23| —.46; —.28| —. 22| —.12| —08] —. 18| —.36 40 1.20
Corporate and other securities..__....... .1 09| —1.14) —.72 0L —-17F —. 24 —.05) —.25 2| —16| —.52| —.34 62 97 1.90
Increase in private insurance and pension
TESETVES - - _ e oo .57 1.33 1.55 1.67 1.76 1.54 1.72 1.85 2.14 2.49 2.85 3.21 3.46 3.43 3.68 3.51
Decrease indebt,n.e.c3 ... __ 104 —.40| —.82 | ~1.27| —.55 64| —.78 | —1.16| -—.97 3.26 1.30| —.19| —.82| —3.30| ~3.33 [ —2.47
Increase in equity in nonbusiness real property_.; —.69 [ —1.63 | —.73 .03 .28 .36 97 .95 1.32 32| —17] —60f —79] —.71 .58 2.51
Net purchases of nonfarm residences 4. _____ 17 .29 .58 1.31 1.68 1.91 2.93 3.26 3.82 2.11 1.33 1.13 1.23 4.10 6.24 8.02
New construction by nonprofit institutions. .08 .08 .10 .15 .20 .24 24 .22 25 12 .03 .08 14 45 53 86
Decrease in mortgage debt on nonfarm
AWellings. - oo e ecccacen 611 —.45 .16 .15 02 — 140 —.50] —.78| —.94| —.06 .36 12 —.20) —3.24 | —4.06 | —4.00
Less: Depreciation. ... ____.._.__...____ 1.55 1.55 1.57 1.59 1.62 1.65 1.70 1.75 1.81 1.85 1.89 1.93 1.96 2.02 2.13 2.2%
Increase in equity in unincorporated enter-
prises other than farms__________________._____ .62 1.93 1.58 1.67 .67 1 —2.05 .16 74— 54 2.07 .32 .83 | —.68 1.63 | —.47 3.40
Increase in inventories.________ S —.48 O] .21 .53 .24 —.19 .09 .40 25 29 —. 04 81 43 94 —. 66 98
New construction and produce
equipment S________._____________ - .56 .78 1.04 1.36 1.62 1.08 1.36 1.61 1.89 80 54 62 1.73 4.22 4.79 4.47
Decrease in bank and mortgage deb .98 .55 .55 .13 071 —.3t —10] —.05| —.74 29 41 07 | —. 77| —2.13 | —2.22 —.75
Decrease in net payables to other cor
tions and financial intermediaries. . - .32 1.38 .56 44| —42| 179 | —.34| —.36| —1.02 1.72 .42 .30 | —~1.12 | —.28 | —1.18 [
Yess: Depreciation___________________._____ .76 .78 .78 .79 .84 .84 .85 .86 .92 1.03 1.01 .97 .95 1.12 1.20 1.30
Increase in equity in farm enterprises........__. —.45 | —=2.01 .17 —.84 .75 —.23 .31 .20 .93 1.94 .19 —.19 .26 .01 | —1.99 2.25
Increase in inventories_________________.____ —.27 | —1.32 .48 | =111 .54 .14 .10 .24 .46 1.31 —.42 —. 54 —-.15 —.23 | =2.16 1.32
New construction and producers’ durable
equipment 6. _________ ... ___._.___._ .38 .60 .92 1.12 1.35 1.13 1.23 1.32 1.73 1.57 1.33 1,74 1.75 2.61 3.68 4,87
Decrease in mortgage debt to corporations
and financial intermediaries_ .. ____..____ .26 —.47 | —-.06 .07 .08 .09 .13 .03 .06 .30 .48 .36 .25 .01 —.03 —.15
Decrease in other debt to corporations and
financial intermediaries... ______.__..___. 17 .15 .22 A0 ~.21 —-.55| —. 06! —.301 —.26| —.05 14| —.o0t 38| —.24| —.80 —.48
Decrease in farm holdings by corporations
and financial intermediaries..._...._.___. - 19 — 14| —.08}; ~.08 .03 .01 O] .10 .18 .17 .19 .11 .08 .05 .02 Q]
Tess: Depreciation. ... ______.______ .80 .83 .87 .94 1.04 1.05 1.09 1.10 1.24 1.36 1.53 1.85 2.05 2.19 2.70 3.31
Errors and omissions 7____ . ... .41 | —1.42 ) —.61| —.89| -—.46 .86 | —2.31 | ~1.98 | —1.25 | ~6.10 | —4.92 | —1.16 | —3.54 | —2.60 | —1.25 | ~—1.66

L Under $5 million.
2 Excludes armed forces leave bonds.

3 Largely attributable to purchases of automobiles and other durable consumers’ goods, although including debt arising from purchases of nondurable consumers’ goods. The other
segments of individuals’ debt have been allocated to the assets to which they pertain: viz, savings in savings and loan associations, insurance and securities.

4 Includes net purchases of nonfarm residences by provrietorships and partnerships.

3 Includes purchases of used plant and equipment from the United States Government.
6 Includes farm dwellings.

7 Excess of personal saving over sum of components specified above.

Source: Securities and Exchange Commission and U. 8. Department of Commerce.
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dences, and new construction, equipment, and changes in
inventories of unincorporated enterprises, and subtracting
depreciation; while the second is obtained from the remaining
items consisting of financial assets and liabilities, by adding
the increases in assets and deducting the increases in liabil-
ities.

While seasonclly adjusted quarterly estimates of total
“personal saving are available for the first half of this year,
only unadjusted figures are available for the components of
saving, and for the second quarter of 1949 only on a tentative
basis. Consequently, in the following table, unadjusted
figures for the first half of 1948 are given for comparison
with the most recent estimates covering the first half of this
vear. Moreover, the total of personal saving is broken
down into two groups only in view of the margin of error in
some of the component figures. Though the unadjusted
figures for total personal saving during these two half years
are fairly close to the adjusted estimates, this is not true for
the components of saving, where there are some pronounced
seasonal movements from the first to the second half of the

year.
1948 1949
(first half) (first half)
(Billions of dollars)

Personal saving_________________ 4.1 8.6
Net tangible investment_ _ ___ 5.9 5.5
Increase in elaims__ .. ______ —2.0 2.2
Errors and omissions_ ______.. .2 .9

Recent trends

It is obvious from these tables that the upward movement
in personal saving after 1947 was not uniform for the different
components. Net additions to private insurance changed
very little over this period and have been virtually constant
since the end of the war. There was actually a decline in the
rate of accumulation of liquid assets—currency, bank
deposits, and United States Government securities—from
1947 to 1948, particularly in demand deposits, though this
decline was halted in the middle of 1948. In contrast to the
decrease in net purchases of United States Governments
from 1947 to 1948, there was an increase for corporate and
State and local securities. In this connection it may be
noted that individuals’ net purchases of corporate and State
and local securities in 1948 were by far the highest in the
recorded series which, however, only go back to 1933.

Changes in the components of saving other than liquid
assets or insurance apparently explain the initial upturn in
saving during 1948. There was generally much less incur-
rence of debt in 1948 than in 1947, with the rate of increase
in consumer debt—shown in the table as debt not elsewhere
classified—much smaller than in the previous year, and with
an even larger decline in the incurrence of debt by unincor-
porated enterprises. This trend was accentuated in the
first half of 1949, as the rate of growth in residential mort-
gages (net of payments on old mortgages) was slowed and
other debt moved downward.

Increase in noncorporate investment

Private noncorporate investment, the remaining major
form of personal saving, increased substantially from 1947
to 1948. New housing, growth in noncorporate inventories,
particularly farm inventories, and expenditures on farm
equipment all contributed to this increase.® There was little
change in private noncorporate investment from 1948 to the
middle of 1949.

It appears, therefore, that increases in equity in real
property, in unincorporated enterprises other than farms
and in farm enterprises accounted for virtually the entire

8 Part of the decline in nonfarm inventories in 1947, as compared with the rise in 1948, was
simply due to the switch from noncorporate to corporate status of a fairly sizable number of

business enterprises. The peak in nonfarm fixed investment in 1947 and the slight tapering
off in 1948 reflected the greater entry of new businesses in the former year,
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rise in personal saving from 1947 to 1948, while the increase
to the first half of this year was due primarily to the smaller
incurrence of consumer, residential mortgage, and noncor-
porate business debt. It is not possible to infer from this
fact, however, that personal saving increased after the
beginning of 1948 because investment in housing and in
unincorporated enterprises increased.

Components versus economic groups

A break-down of saving-into its components, showing the
form saving takes, should not be confused with a break-down
into the economic groups performing the saving. Thus,
people who buy new houses normally pay for the major part
of such purchases by taking out mortgage loans and drawing
down their accumulated cash balances rather than by current
saving. Even if such persons increased their saving rate in
1948 as a result of their purchases, they would not be expected
in view of their relatively small number to have a significant
effect on the level of saving,

Moreover, there is reason to doubt that in the year a person
buys a house he increases his saving rate at all. He might
instead be expected to increase the proportion of his income
spent on such goods as furniture, household appliances, and
related items without offsetting declines elsewhere. In
later years, of course, his saving rate might tend upward if
the necessity of making mortgage payments (or accumulating
cash) impinges on the consumption expenditures he would
otherwise make.

Similarly, increased equity in unincorporated enterprises in
the form of more inventories or less debt does not necessarily
indicate that entrepreneurs stepped up their rate of saving.
To reach such a conclusion definitely it would be necessary to
know not only the changes in the noncorporate business
assets and liabilities segregated in table 1, but also the
changes in entrepreneurs’ other balance sheet items, par-
ticularly cash and securities. Thus, the increase in inventory
investment and the decline in incurrence of business debt in
1948 may be offset in large part by decreases in liquid assets.

The only over-all data available in this connection—the
Federal Reserve Board survey of demand deposits—show a
significant decline in entrepreneurial demand deposits in
1948, but this survey does not cover other forms of liquid
assets and omits from the accounts of noncorporate business
those demand deposits of entrepreneurs which are con-
sidered to be primarily personal in nature.

The thesis has been advanced that totally apart from any
corroborative data, it is reasonable to suppose that higher
investment in noncorporate business, such as in inventories,
increases entrepreneurs’ propensity to save. The argument
runs that if an entrepreneur wants to or has to invest more
in his business, he will tend to increase his saving out of
current income, particularly if he has any difficulty in financ-
ing this investment from external sources. It does not
appear likely, however, that normally he will decrease his
propensity to consume significantly when activity and prices
are rising. On the other hand, if circumstances result in
substantial involuntary investment in inventories, the
situation might be changed. However, such involuntary
accumulation of noncorporate inventories as may have
occurred in the postwar period probably has not had any
marked effect on saving.

One important exception to these generalizations may be
the unusually large decline in farm inventories in 1947 as
compared with the fairly sizable increase in 1948. It is
possible that to some extent farmers regarded the money
received from the sale of inventories as current income
rather than as a conversion of assets. To the extent that
this is true, it would be appropriate to exclude the change in
farm inventories both from income and saving to arrive
at a more stable saving-income relationship. Even if
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this is done—and obviously only part of such an adjustment
would be warranted—a pronounced rise in the rate of per-
sonal saving from the low point in 1947 is still evident.
Moreover, the increase in saving from the first half of 1948
to the first half of this year is virtually unaffected by this
adjustment.

Reasons for rise in saving

On balance, it would appear from this discussion of the
components of personal saving that the action taken by
individuals to add to their equity in housing and other non-
corporate investment was responsible for only part of the
increase in the rate of personal saving from 1947 to the first
half of 1949. The over-all figures indicate a rise in per-
sonal saving for reasons other than the desire or necessity
for individuals to increase their investment.

Probably the most important of these reasons was a
return of the consumption pattern to a more normal status
as the more pressing deferred demands built up during the
war were satisfied in the postwar period and as psychologi-
cal factors which made consumers temporarily willing to
pay unusually high prices after price decontrol in the latter
part of 1946 diminished in importance. Other reasons for
the rise in the rate of saving might be expected to include the
effect of an increased volume of debt on individuals’ ability
and willingness to contract further debt and on the neces-
sity for repayment; the decline in capital gains after the
beginning of 1948, m conjunction with the fact that indi-
viduals with capital gains presumably tend to spend a
higher proportion of their current income, which does not
reflect such gains;® increased consumer resistance to higher
prices together with the psychological reaction to price
declines starting in the latter part of 1948; and an improve-
ment in conditions of supply which made available cheaper
lines of goods previously unavailable tending to decrease
consumption relative to income.

The decline from 1947 to 1948 in the ratio of liquid assets
to income and prices, reflecting an increase in income and
prices rather than a drop in liquid assets, may also have
tended to increase saving at the expense of consumption since
the purchasing power of accumulated liquid assets declined
and the amount needed for transactions and precautionary
purposes increased. The decline, however, was halted by the
first half of 1949 with the ratio still very high by prewar
standards. There may also have been during this period a
shift of accumulated liquid assets into stronger hands; i. e.,
into the hands of persons with a higher propensity to save,
but there are no satisfactory data to test this hypothesis.

These tentative explanations for the low level of saving in
1947 and the subsequent rise will be checked against other
sources of data and further analyzed in the following sections
of this article. However, it may be noted at this point that
personal or more accurately private noncorporate investment
in the first half of 1949 was a lower proportion of personal
saving than in most prewar years of high business activity,
including the twenties. It would appear, therefore, that
even if an increase in individuals’ investment does have some
effect on their propensity to save, there is no reason to believe
that the current period is affected to any unusual extent.

Individuals versus nonindividuals

To complete the picture of recent developments in saving
and investment for the economy as a whole, it should be
pointed out that personal saving exceeded private noncorpo-
rate investment (less depreciation) in the first half of 1949,
but was smaller in 1948, so that changes in the saving and in-
vestment of other sectors in the economy must have occurred.

s In this connection, it should be noted that entrepreneurs would tend to have lower saving

relative to their income in 1947 than in 1948 in view of the much higher inventory valuation
adjustment in the former year.
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The excess of individuals’ saving over their investment during
the first 6 months of this year was offset by a Government
deficit (or dissaving) on income and product transactions
which was in contrast to the substantial Government surplus
of the preceding year.

Saving and investment by corporations, the remaining
sector of the economy, were about equal in the first half of
1949. The ratio of corporate investment to saving, like the
corresponding ratio for individuals, moved downward from
1948 to 1949. Consequently, over this period the change in
the Government fiscal position has tended to lessen the impact
of a moderate decline in private demand.

Saving by Economic Groups

Direct data on personal saving by the different economie
groups are available only for a small sample of individuals
and only for a few selected years through 1947. However,
the Department of Commerce does show in its national
income and product accounts, from 1929 to the middle of
1949, over-all information on the distribution of personal
income by type of income, from which some idea of the effect
on personal saving of changes in the distribution of income
can be obtained.

These data, which separate personal income into wage and
salary receipts, other labor income, transfer payments, farm
and nonfarm proprietors’ income, dividends, personal interest
income, and rent show no important changes from 1947 to
1948 except for a rise in the relative importance of farm pro-
prietors’ income offset by reverse movements for nonfarm
proprietors’ income and rent. From 1948 to the first half of
1949, a moderate rise in the comparative importance of divi-
dends, interest and rent was more than offset by a fairly
sizable drop in proprietors’ income—particularly for farm
operators—with wages and salaries, other labor income and
transfer payments showing a small relative increase. From
1947 to the first half of 1949, therefore, there was a small
increase in the share of wages and salaries, dividends and
interest, and a corresponding decline in the share of entre-
preneurial income and rent.

The comparative importance of wages and salaries, other
labor income and transfer payments currently approximates
the 1940-41 relationship but is somewhat greater than in
1935-36 or 1929. Proprietors’ income, on the other hand, is
relatively more important than in the prewar period, while
the reverse is true of dividends, interest, and rent.

Though over-all figures on the distribution of income by
income groups comparable to these results by type of income
are not available, the Federal Reserve Board in its survey of
consumer finances has compiled such information annually
in the postwar period for a small sample of individuals
together with related material on saving and selected liquid
assets. The complete survey results for 1948 have not yet
been published, b+ the sample data on the distribution of
income and liquid assets have been released.

There is some indication from these data that the propor-
tion of income received by the upper-income groups declined
slightly from 1947 to 1948, but the changes are too small to
be significant. The percentage distribution of income by
income groups in 1948 was not unlike that in 1941, but was
less concentrated than in 1935-36—the only other prewar
period for which reasonably comparable data are available—
when the upper income groups accounted for a higher pro-
portion of total income.® While 1948 sample data on the
distribution of saving by income groups are not yet available,
the 1947 results indicate that this distribution also had
returned to the 1941 pattern.

10 Federal Reserve Bulletin, July 1949 and July 1948, and Consumer Expenditures in the
United States, by the National Resources Committee, The Federal Reserve surveys implied

a moderate increase from 1945 to 1947 and a slight decline from 1947 to 1948, in the proportion
of income after taxes received by the upper-income groups.
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The above evidence seems to indicate that changes in the
distribution of income among economic groups from 1947 to
1948 and the first half of 1949 were not a major factor in the
upturn in personal saving. In other words, the increased
rate of saving in this period apparently reflected a greater
propensity to save within the various groups of persons
rather than a shift of income to persons in the upper-income
brackets or farm proprietors, who characteristically save a
relatively high proportion of their income, or to nonfarm
entrepreneurs, who might have been subject to special
influences during this period. As compared to the prewar
years, the higher proportion of income going to the lower
income groups would tend to decrease the aggregate rate of
saving, but this might be offset at least to some extent by
the higher proportion of income going to entrepreneurs.

The Federal Reserve sample results on the distribution of
selected liquid assets (bank deposits and United States Gov-
ernment securities) by economic groups are also of interest
in the analysis of the consumption function. Generally
speaking, the higher and more widespread the liquid asset
holdings in relation to income and prices, the lower the
expected rate of saving. As previously pointed out, the drop
in the ratio of over-all personal liquid asset holdings to in-
come and prices may have had some effect on the trend in
saving from 1947 to 1948. The Federal Reserve data point
to an increase in the proportion of spending units without
any liquid assets from 1947 to 1948 though not much change
otherwise in the concentration of liquid asset holdings.!!

Postwar Saving in Historical Perspective

The above analysis has considered some of the factors
responsible for the changes in the rate of personal saving
since 1947. In appraising the implications of these changes
for the future, it 18 necessary to consider the current rate of
saving in historical perspective.

Over-all personal saving or consumption in the years prior
to the war bore a close relationship to the level of disposable
personal income, with a rise in income associated with a rise
both in saving and consumption, and a larger proportion of
income saved the higher the level of income. A similar
relationship between saving and income has been evident in
budget studies of the consumption patterns of samples of
individuals. 1t appears therefore that the historical relation-
ship between over-all saving and income should provide a
norm for appraising the current rate of saving.

There are, however, a number of limitations to an extra-
polation of any prewar relationship of saving and income to
the postwar period. To begin with, income currently is far
higher than in any prewar year, and extrapolation so far
beyond the range of observed values is subject to a sizable
margin of error. Moreover, the relationship between saving
and income during the prewar period might well have changed
as a result of the substantial changes in our economy since
that time.

1t is easy enough to stipulate variables other than current
income which would be likely to affect total saving; these
include the distribution of income by income and occupation
groups, past income, accumulated liquid assets and other
components of wealth the level of debt and other contractual
obligations, the size of the population and its age composi-
tion, prices, interest rates, realized and unrealized capital
gains and losses, and psychological expectations. However,
1t is not possible to determine from the available data the
quantitative importance of many of these factors. Not
only did income alone account for most of the fluctuations
in saving in the prewar years, but many of the other variables
which influenced saving were either highly correlated with
income or did not vary sufliciently to have much effect.

il On the other hand, the Federal Reserve Board survey of demand deposits, based on data
collected from banks rather than from individuals, indicates a rise from 1947 to 1948 in the
proportion of personal demand deposits held in accounts farger than $10,000.
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Prewar relationships

Over the limited prewar period for which data are avail-
able, there is not much basis for distinguishing statistically
among a number of different relationships between saving
and other variables, all of which are plausible on a priori
grounds. Among these relationships are the correlation for
the years 1923-40 of personal saving and disposable personal
income in current dollars, the correlation of deflated per
capita saving with deflated per capita income, the correlation
of saving with income and accumulated liquid assets on a
deflated per capita basis, the correlation of deflated per
capita saving with income and a cyclical variable such as

. the ratio of current to past peak income, and the correlation

of the ratio of saving to mcome with a cyelical variable
alone. In several of these relationships, a time trend and
the change in income from the preceding year have been
utilized as additional independent variables. Though all of
these relationships give reasonably satisfactory and similar
descriptions of the prewar data, some of them give quite
divergent results when projected into the current period.

Chart 3.—Per Capita Personal Saving, in 1939 Dollars:
Actual and Calculated
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1 Calculated from a linear least squares regression for the years 1923-40; based upon dis-
posable personal income, changes in disposable personal income (both adjusted for changes
in population and price level) and time. Quarterly data are seasonally adjusted, at annual
rates.

Source of data: U. S. Department of Commerce, Office of Business Economics.

The relationships between saving and income in current
dollars indicate the highest expected level of saving for the
postwar period, while the relationships involving a cyclical
variable indicate the lowest expected saving. An inter-
mediate position for saving at the current level of income is
given by the deflated per capita relationships between saving
and income,

The closest fits for saving are obtained for the relationships
with income as one of the independent variables. These re-
lationships have the advantage of allowing for the differential
effect of differences in the level of income at corresponding
points in two or more cycles.

Of these relationships, those based on deflated per capita
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figures adjust for the fact that at the same level of income, a
larger population or higher prices are equivalent to lower per
capita real income and presumably imply a lower rate of
saving. The deflated per capita figures also give a somewhat
higher correlation than the unadjusted figures. The corre-
lation between deflated per capita saving and income is
significantly improved by the introduction of two additional
variables, the change in income from the preceding year
reflecting the lag of consumption behind income, and a time
variable reflecting the composite trend effect of the factors
which have not been explicitly taken into consideration
otherwise.

It would be desirable to introduce explicitly all the more

important cyeclical influences into the relationship between

saving and income, including the inertia of consumption
habits and the distributional effects of cyclical changes in
income. However, this is virtually impossible with existing
data. The change in income from the preceding year does of
course reflect some cyclical influences. The more compre-
hensive measures of such influences which have been pro-
posed in recent years, such as the ratio of current to past peak
income, do not improve significantly the correlation between
saving and income, when either time or change in income
has been included as a second independent variable. More-
over, the evaluation of these measures becomes particularly
difficult in the postwar period. :

Though the present state of our information does not per-
mit a conclusive judgment, the relationship in deflated per
capita terms between saving and income, with change in
income from the preceding year and time as additional inde-
pendent variables, appears to be as satisfactory as and gives
the highest correlation of any of the plausible regressions of
saving with other variables. As has already been noted, it
yields an estimate for current saving midway in the range
given by the other relationships. For 1941, moreover, it
indicates a value of saving which conforms best with the
actual value, though still too low. The results in 1941 are
of special interest since that year represented the highest
level of income in the prewar years and consequently is
closest to the current period in this respect, though saving
in 1941 may already have begun to reflect some wartime
mnfluences.

Chart 3 presents a comparison of actual saving with the
figures which would be expected on the basis of the 1923-40
correlation of deflated per capita saving, with deflated per
capita income, change in income and time.”? The time trend
reflects such long-term factors as movements of the popula-
tion from rural to urban communities, which tend to increase
the propensity to consume at a given level of income; trends
in the size distribution of disposable income, which tend in the
same direction; long-run changes in asset position; and the
secular rise in living standards. Apart from this time trend
and the short-run lag effect of the change in income, the
correlation assumes that individuals determine the distribu-
tion of income between saving and consumption linearly on
the basis of their real per capita income.

The chart shows that though personal saving in 1947 was
much lower than would have been expected on the basis of
this prewar relationship, by the third quarter of 1948 the
rate of saving was pretty much in line with the prewar years.
The remaining deficiency in saving in the second quarter of
1949 as compared to the prewar relationship was quite small
amounting to less than $500 million in current prices for the
population as a whole.’®

Institutional changes

Since it is not possible from the available historical data
to measure the effect on total saving of a number of variables
other than income, it is desirable to consider the likely
effect of recent changes in the values of some of these other
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variables on the expected level of saving. The much higher
volume of liquid assets in the postwar as compared to the
prewar period, both absolutely and relatively, would tend to
increase consumption at the expense of saving since indi-
viduals with sizable accumulated liquid assets can use them
to supplement current income for consumption purposes and
do not have so strong an incentive to save as people without
or with small amounts of such assets.* The level of con-
sumer and mortgage debt, which would be expected to have
an opposite effect on saving, by retarding rather than stim-
ulating consumption, is also much higher currently in abso-
lute amount than in the prewar period, but in relation to
income is not much different from 1929 or 1940 though higher
than in the midtwenties.”

Another significant difference from the prewar period is
the changed distribution of income by income and occupation
groups. On the one hand, the smaller proportion of
income in the hands of the upper income groups tends to
lower saving for given income, since the lower-income groups
typically spend a much higher proportion of their income
than the upper-income groups. On the other hand the
larger proportion of income in the hands of entrepreneurs
tends to raise saving, particularly for farmers whose propen-
sity to save is notably high. On balance, as some of the
temporary factors affecting the distribution of income by
economic groups disappear, the more progressive income tax
structure of the postwar period, with its effect on the dis-
tribution of disposable income by income class, might be
expected to have a long-run tendency to decrease somewhat
individuals’ propensity to save out of eurrent income as com-
pared to the prewar period.

The other institutional changes since the prewar period
do not appear to have any consistent effect on individuals’
propensity to save. Thus, the growth in social security
funds since the midthirties, which is reflected in Government
rather than in personal saving, may tend to lower somewhat
individuals’ propensity to save. Any unusual development
of new products in the postwar period would be an influence
in the same direction. On the other hand, pay roll deduc-
tion plans, the accelerated growth of private pension and
welfare funds, National Service Life Insurance, and other
habits of saving acquired during the war may operate in the
opposite direction. These factors are of course only par-
tially reflected in the time trend used in chart 3.

It is obvious from the above discussion that until more
data are available, very few definitive statements can be
made on the expected rate of personal saving in the postwar
period. There are several transitory influences which may
be affecting the current propensity to save, including the
remaining deferred demand on the one side, and the tendency
to wait for lower prices on the other. It will take some time
before the postwar relationship clearly emerges. However,
the preceding analysis indicates that the prewar data furnish
little justification for concluding that the rate of saving
approximately maintained over the past year is greatly
out of line in either direction.

12 The estimates of saving and income prior to 1929 are subject to a substantial margin o
error, while the deflated figures even subsequent to 1929 are quite rough. The regression, with
saving and income in 1939 dollars per capita, is personal saving—=—99.43=0.237 disposable per-
sonal income +0.075 change in income —9.856 (year—1931/1932), with a coefficient of correla-
tion of 0.951. The corresponding coefficient of correlation between consumption and income,
change in income and time, also on a deflated per capita basis, is of course much higher
amounting to 0.994.

13 The straight-line relationship between saving and income and time in current dollars for
the years 1923-40 implies a deficiency of $6 billion. The correlation of saving with income and
previous peak income, all on a deflated per capita basis, implies an excess of $6 billion if the
cyclical influence represented by the difference between income and previous peak income is
arbitrarily taken as zero currently, but gives the same result as the regression in chart 3 if the
highest prewar level (1941) is taken as the previous peak income determining the cyclical
characteristics of the current saving-income pattern.

14 Tt should be noted, however, that the correlation of saving with income and accumulated
liquid assets, on a deflated per capita basis for the years 192340, gives the same result cur-
rently as the regression in chart 3; viz, that the rate of saving over the past year is pretty much
in line with the prewar relationship. Liquid assets declined in the twenties, both absolutely
and relative to income, but subsequently increased during the thirties to a new point well
above the high of the twenties.

18 Consumer and mortgage debt more than doubled, both absolutely and relative to income,
from 1923 to 1929, and after declining in the early thirties returned to approximately their
1928 position by 1940.
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Chart 4.—Personal Consumption Expenditures as Per-
centages of Disposable Personal Income, by Selected
Groups !
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1 Percentages are based upon seasonally adjusted data.
2 Includes alcoholic beverages.

Source of data: U. S. Department of Commrece, Office of Business Economies.

Components of saving

With comprehensive data on the components of personal
saving, such as those presented in table 1, not available prior
to 1933, it is not possible to analyze statistically trends in
these components in the same manner as the total of personal
saving since the information from 1933 on covers too short
a period and is dominated by the upturn of one major
business cycle. However, tentative data prior to 1933 are
available for some of the components. It has already been
noted that the ratio of private noncorporate investment to
personal saving in the twenties was higher than it has been
recently.

The proportion of saving and income which is invested in
capital goods by individuals through private noncorporate
investment or through net purchases of corporate securities,
as compared to the amount channeled into investment
through such financial intermediaries as insurance companies
and banks, is, of course, of great importance in the structure
and operation of the capital markets. Table 1 indicates a
" marked increase in the relative importance of direct invest-
ment in capital goods and purchases of corporate securities
from the late thirties to the postwar period. However,
tentative figures suggest that individuals’ purchases of
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corporate securities have not regained the relative position
which they held in the late twenties, while direct investment
in capital goods is currently also somewhat less important.
For trends in the amount of personal saving going through
financial intermediaries, the only satisfactory data available
relate to life insurance companies. In this area there has
been a long-term growth in the relation of saving in the form
of insurance to disposable personal income. Thus from an
estimated 0.8 of 1 percent in 1909 the ratio of saving in
insurance to income increased to 1.7 percent in the late
twenties and to 2.4 percent in the late thirties. The ratio,
however, has declined since that time and is currently
1.8 percent. In the postwar period, saving in insurance also
leveled off in absolute amount as a rise in benefits paid out
as a result of past insurance fully offset the increase in new
insurance. Whether as a result there will be in the future a
less intense demand for outlets for funds by these institutions
will depend, of course, not only on the continuation of this
trend but also on the extent of investment opportunities.

Trends in Consumers’ Expenditures

The rise in the rate of saving over the past 2 years had
its counterpart in a corresponding decline in the ratio of
consumption to income. Since trends in the component
parts of consumers’ expenditures may cast light on develop-
ments in saving, they will be briefly reviewed.

Not all items of consumers’ expenditures were affected
uniformly over the past 2 years. The major part of the
decline in the ratio of consumers’ expenditures to income
from 1947 to the third quarter of 1948 was attributable to
nondurable goods, particularly food (including alcoholic
beverages) and to a lesser extent clothing (chart 4). In the
closing months of 1948, a firming of nondurable goods ex-
penditures was counterbalanced by a substantial drop in
expenditures on furniture and household equipment.

In the first quarter of 1949, declines in most items were
only partly offset by increased expenditures on automobiles,
housing, and other services with the result that the rate of
saving again moved upward. In the second quarter of
1949, there was a slight decline in the rate of saving, reflect-
ing a substantial increase in the absolute and relative volume
of automobile expenditures to an all-time high, and another
rise in expenditures on services, particularly housing.

The recent upward movement in automobile purchases
seems to be largely a result of increased supply and a con-
tinuing backlog of deferred demand. A similar trend in
expenditures on housing reflects the gradual elimination of
housing accommodations from rent control as well as the
fact that rents are always relatively insensitive to move-
ments in income and are particularly so at present as a result
of Government controls,

In summarizing these developments in consumers’ ex-
penditures in recent years, it should be pointed out that
though a diminution in the backlog of deferred demand
probably explained most of the drop in relation to income of
expenditures on furniture and household equipment and
other consumers’ durables aside from automobiles, and may
have been responsible for a considerable portion of the
decline in clothing expenditures, it presumably did not
account for the major part of the downward movement in
expenditures on food and alcoholic beverages. Other
factors discussed in earlier sections were primarily responsible
for this movement. However, it would be expected that a
sizable drop in one item of consumption expenditures such
as food would, in the absence of a decline in total income,
normally be associated with a rise in other consumption
expenditures as well as in saving. The fact that other con-
sumption expenditures generally did not rise in relation to
income starting with the latter part of 1947 is probably in

(Continued on page 23)
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By Walther Lederer ¢

International Transactions During

the Second Quarter of 1949

THE PROGRESS which has been made since 1947
toward the establishment of a balance between foreign
dollar expenditures and United States dollar disbursements
(including Government aid) was interrupted during the
second quarter this year. Foreign countries have recently
experienced increased difficulty in meeting their dollar re-
quirements, despite the continuance of United States Gov-
ernment aid.

Foreign countries draw again on reserves

During the second quarter of 1949 foreign countries had
to draw upon their gold and dollar assets to the extent of
over $300 million in order to meet deficits in their current
dollar transactions. This rate of liquidation of foreign
reserves exceeded that of any period since the second quarter
of 1948—when the European Recovery Program was initi-
ated—and was also higher than the average quarterly rate
for the entire year 1948.

The opening of the gap from the first to the second quarter
of this year between current dollar receipts and expenditures
by foreign countries seems to have been due primarily to:
(1) the decline of United States imports of goods and services
by about $170 million, and (2) the increase of United States
exports of goods and services by about $90 million.

Total dollar receipts®! by foreign countries from the
United States during the second quarter were about $300
million smaller than during the preceding quarter. (See chart
1.) This includes the smaller net outflow of private United
States capital—largely on account of the liquidations of
short-term credits.? The decline of receipts was apparently
made up through the sale of gold by foreign countries and
a reduction in their dollar balances.

During the second quarter of 1948 foreign dollar receipts
were about $200 million smaller than during the second
quarter of 1949 but the liquidation of foreign gold and dollar
assets was higher by the same amount. Thus it appears
that foreign dollar utilizations have not changed sub-
stantially since a year ago.

Means to finance United States exports decline

The ability of foreign countries to substitute their own
dollar resources for the reduction in their current dollar
receipts, however, is declining as their foreign reserves be-
come more limited. As these reserves shrink, the need for

NoTE.—Mr. Lederer is a member of the International Economics Division, Office of Busi-
ness Economics.

1 This includes receipts from United States imports of goods and services, unilateral trans-
fers, movement of United States capital and dollar disbursements by the International
organizations. (See table 2.)

2 The apparent liquidation of short-term credits to foreign countries by over $100 million
represents to a large extent ($60 million) the cancellation of short-term credits against short-
term Habilities to Cuba. The real changes in short-term private capital and in short-term
liabilities are, therefore, overstated by that amount.
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reducing dollar expenditures increases despite the high de-
mand prevailing for goods and services from the United
States at current prices. As is indicated by recent experi-
ence, the relatively long period of time required to accom-
plish the necessary adjustments illustrates the difficulties
of equating current dollar receipts with expenditures even in
economic systems which rely on import licenses rather than
on the operations of a free exchange market.

Chart 1.—Foreign Dollar Receipts Through U. S. Im-
ports, Unilateral Transfers, and Movements of U. S.
Capital *
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1 Tmports include goods and services; capital movements include dollar sales by The Inter
national Monetary Fund and dollar loans by The International Bank for Reconstruction
and Development.

Source of data: U. S. Department of Commerce, Office of Business Economics.

The countries most affected by the reduction of reserves
during the second quarter were the sterling area and Canada,
which lost about $260 million and $90 million, respectively.
Several countries, however, showed substantial gains in their
reserves, particularly Venezuela, Belgium, and Switzerland.
As table 8 indicates, the renewed difficulties of the sterling
area are due not only to the decline in the value of United
States imports of goods and services by about $90 million, but
also to the increase in United States exports by about the
same amount from the first to the second quarter of 1949.
In the case of Canada the loss in reserves seems to be due
primarily to the increase in merchandise purchases from the
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United States of about $100 million. In fact, a comparison
of the rise in merchandise exports from the United States to
these two areas with the rise in total transfers of goods from
this country amounting to only $30 million (see table 3)
indicates that other countries as a whole reduced their pur-
chases here by $140 million and thus were far more successful
in adjusting their dollar expenditures to the amount of their
current dollar receipts.

Table 1.~~International Transactions of the United States
[Millions of dollars]

increased in importance while industrial goods used directly
by consumers declined. The value of foodstuffs exported did
not change. Total merchandise exports as recorded by the
Bureau of the Census increased by about $100 million from
the second quarter 1948 to the second quarter of this year.
Crude materials and semimanufactures, however, rose by
$250 million, and steel mill products and industrial and agri-
cultural machinery by $75 million. In contrast to this rise,
other finished manufactures, mainly textiles, declined by over
$200 million.

Table 2.—Exports of Goods and Services and Means of Financing

1948 1949 M illions of dollars]
Item
Third Fourth First Second 1948 1949
quarter | quarter { quarter | quarter
Item
Third Fourth First Second
Receipts: i quarter | quarter | quarter | quarter
Goods and services:
Goods 3,105 3,306 3,453 3,482
Income on investments. .. 315 415 263 301 Exports of goods and services_.__..._._..____.___ 3,946 4,201 4,266 4,353
Other services._..._.__.__ 526 480 550 570
MEANS OF FINANCING
Total goods and services. . - 3,946 4,201 4,266 4,353
Foreign resources:

Unilateral transfers_ ... ... 108 128 109 121 United States imports of goods and services. - 2,741 2,683 2,608 2, 441

Long-term capital: Liquidation of gold and dollar assets__.______ 158 —192 —28 324
Movements of United States capital in-

vested abroad. ... _.___.___ 453 197 197 91 Dollar disbursements (net) by:
Movements of foreign capital invested International Monetary ¥und .. ___________._ 6 —36 32 18
in United States. ... ... 13 39 55 51 International Bank. ... ... 20 -1 8 8
Total long-term capital . __.________.___ 466 236 252 142 United States Government:
Grants (met) ... s 1,190 975 1,273 1, 440
Total receipts_ - ..o l_ 4, 520 4, 565 4,627 4,616 Long- and short-term loans (met)___-ooo.__._ —160 523 292 113
Payments: United States private sources:

Goods and services: Remittances (net) . .. _______________________ 139 174 147 148
GOOAS - _ - e 1,882 2,028 1,963 1,742 Long- and short-term capital (net) .._._______ 273 145 115 21
Income on investments 84 85 81 56
Other services__ ________ ... 715 570 564 643 Errors and omissions_ ... .. ocooooaooo —421 —142 —181 —160

Total goods and services_._____._.____. 2,741 2, 682 2, 608 2, 441
Source: U. S. Department of Commerce, Office of Business Economics.
Unilateral transfers_ . ________ .. . __._..._ 1,437 1,277 1,529 1,709
Long-term capital: . . . .
Movements of United States capital in- Table 3.—Merchandise Transactions With Foreign Countries
vested abroad.________._______.. ... 635 910 652 355
Movements of foreign capital invested [Millions of dollars]
in United States_...__._.. 58 21 19 | .
Total long-term capital 693 931 71 355 1948 1949
Total payments__._.__ oo 4,871 4,801 4,908 4, 505 Item
Third Fourth First Second
Excess of receipts (+ ) or payments(—): quarter | quarter | quarter | quarter
Goods and Services. ... .oooccoomoaoooooa- +1,205 1 +1,518 | +1,658 +1,912
Unilateral transfers. ... . oo -1,320 | —1,149| —1,420 —1,588
Transfers to foreign countries:
Goods and services and unilateral Exports including reexports recorded by the
transfers. . ocoecceccceoaoooo —124 +369 +238 +-324 Bureau of the Census.______.______________ 2,935 3,126 3,286 3,33¢
Long-term capital ..o -~227 —695 —519 —213 Offshore transfers and other adjustments:
Civilian supplies for occupied countries i
All transactions._ ... _____._._.___ —351 —326 —281 +111 not included in recorded exports________ 73 7 24 28
Surplus property including ship sales and
Net flow of funds on gold and short-term capital military sales. . ..ol 46 40 39 46
account: Other adjustments_. ... ... 51 133 104 78
Net increase (—) or decrease (+) in gold
SEOCK - - o i eeeeiieoo —320 —338 —69 -169 Total transfers to foreign countries..._____ 3,105 3, 306 3,453 3,482
Net movement of United States short-term
capitalabroad. _. ... _______.__________. +-61 +45 +30 +128 Through private United States busi-
Net movernent of foreign short-term capital T0ESS o oo ot ceaeem 2,451 2,759 2, 868 2, 908
in United States___ ... ___._____.___ +189 477 4139 —230 Through United States Government
ageneies_ .. .o 654 547 585 574
Net inflow (4) or outflow (—) of funds__ -70 +184 +100 —271
Transfers from foreign countries:
Errors and omissions__._ ... ____________..__._. +421 —+142 4181 +160 General imports recorded by Bureau of the
Census. ... el 1,729 1,875 1, 790 1, 601
Purchases for offshore use and other adjust-
Source: U. S. Department of Commerce, Office of B usiness Economics. ments:
FI\fIiliQary pur%hasesbabr%sﬁdA Goverimmess 73 99 105 90
.. . . oreign purchases by other Governmen
The restrictions on dollar purchases imposed by the United agencics not included in recorded im- s " 55 s
. N . . OIS e m————a .
Kingdom and the rest of the sterling area as a result of their Other adjustiments. 111111111 2 16 12 =
de(ﬂlnl.ng reserves Should be expgcted to rgaduce t’Ot’a‘l mpr- Total transfers from foreign countries. . ___ 1, 882 2,028 1, 963 1,742
chandise exports. Thus, the rising trend in exports which ) ) |
. . . Through private United States busi-
started with the inception of the European Recovery Program i 1,705 ] 1,823 1,744 1,561
and which continued, although at a considerably slower rate Through United States Government - 205 219 181

during the second quarter, is likely to have reached the peak
during that period. Export data for July indicate that a con-
siderable decline had already occurred in that month,

Decline affects consumer goods exports

Underlying the slow rise in merchandise exports during the
past year have been some important shifts in their composi-
tion. Producers’ goods, both equipment and raw materials,
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Source: U. 8. Department of Commerce, Office of Business Economics.

To some extent this shift reflects the improvement in the
supply situation in the United States, and the continued
needs abroad particularly for steel mill products and agricul-
tural machinery. The decline in exports of other manu-
factured products is due, in part, to restrictions imposed
abroad on the use of scarce dollar resources for such purposes,
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An additional factor in many countries may be the improved
relationship between supply and demand for manufactured
consumer goods partly because foreign production increased
and possibly also because some of the accumulated demand
has already become satisfied.

Table 4.—Service Transactions With Foreign Countries

[Millions of dollars]
1948 1949
Item -
Third Fourth First Second
quarter | quarter | quarter | quarter
Receipts:
Transportation._ . ... 298 271 322 309
Travel 90 69 70 101
Miscellaneous services:
Private. ..o 114 110 112 117
Government._ ..o 24 30 46 43
Total receipts_ - oo 526 480 550 570
Payments:
Transportation. 229 219 225 219
Travel _._.____ 262 108 111 163
Miscellaneous s
Private. ___._ - 49 49 49 52
Government. ool 235 194 179 209
Total payments__ ._________________.__ 775 570 546 643
Source: U. 8. Department of Commerce, Office of Business Economics.
Table 5.—Gifts and Other Unilateral Transfers
[Millions of dollars]
1948 1949
Item
Third Fourth First Second
quarter | quarter | quarter | quarter
Government:
Payments:
Post UNRRA . . 6 1 2 1
Interim aid. ... ___________ R 47 3 AR S P,
European Recovery Program.._ . 567 617 905 1,122
Chinese and Korean aid program._._____ 78 89 53
Civilian supplies for occupied countries. . 420 202 243 225
Greek Turkish aid program__________.___ 88 75 53 50
War damage payments and other trans-
fers to the Republic of the Philippines__ 45 51 53 49
International Refugee Organization._____ 12 23 18 18
Other transfers_..____ .o _ 18 27 44 38
Total payments_... ... __ 1,281 1,088 1,372 1, 549
Receipts:
ECA counterpart funds____ .o oo 25 9 12
Other. o m—eeeas 91 88 90 97
Total receipts - _________________.__.._. 91 113 99 109
Net Government payments__._______._. 1, 190 975 1,273 1, 440
Private remmittances:
Payments. ... oo cceieon 156 189 157 160
Receipts._ .. __.___.._._. 17 15 10 12
Net private payments 139 174 147 148

Source: U. 8. Department of Commerce, Office of Business Economics.

Reduced imports cut foreign dollar receipts

The decline in imports of goods and services constituted
the most important factor contributing to the gap which
has emerged between foreign dollar receipts and expenditures.
Merchandise purchased by the United States declined by
$220 million which was only partly offset by a better-than-
seasonal rise in foreign travel and by higher Government
service expenditures abroad (see table 4).

Imports in the second quarter of 1949 as recorded by the
Bureau of the Census were about $190 million less than in the
first quarter and about $275 million or 15 percent below the
previous peak reached in the last quarter of 1948. Two-
thirds of this latter decline was due to the reduced quantity
of imports and one-third to lower prices.

Nearly all areas lost sales in the United States, but—both
relatively and absolutely—the decline was most pronounced
in the case of Europe and least in the case of North America.
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Table 6.~Movements of United States Capital
[Millions of dolars]

1948 1949
Item
Third Fourth First Second
quarter | quarter | quarter | quarter
Long-term capital:
Government:
OQutflow:
Credits on sale of surplus property
located abroad._________________.___ 7 1 14 7
Credits on sales of ships___._...___._. 2 *) [ T I
Export-Import Bank loans......_._... 70 69 50 42
European Recovery Program. 1 485 280 98
Other. . et 8 15 i3
Total outflow__ 88 564 359 160
Inflow. el 210 42 63 53
Net outflow of Government long-term
capital. e —122 522 296 107
Private:
Outflow:
Purchase of obligations from or
guaranteed by the International
F:% 1. A T 18 oo
Direct investments... 385 332 266 195
Other................ 155 14 9 ..
Total outflow 547 346 293 195
Infiow: .
Direct investments._ ..o 206 115 104 |________.
ther 37 40 30 38
Totalinflow_ ... .. ... 243 155 134 38
Net outflow of private long-term capital.. 304 191 159 157
Net outflow of short-term capital:
Government______________._______________.___ —38 1 —4 8
Private. . 223 ~46 ~26 —~134

1 Less than 0.5 million dollars.
2 Includes $1 million of short-term obligations guaranteed by the International Bank for
Reconstruction and Development,

Source: U. 8. Department of Commerce, Office of Business Economics.

The decline in imports from the sterling area which
amounted to $80 million or over 20 percent from the first to
the second quarter of 1949 was twice as great as the relative
decline in total imports. Prices of goods imported from the
sterling area, however, seemed to have fallen less during
that period than the average prices for all imports. The
relatively sharper decline in imports may to some extent
explain why the present ‘“dollar crisis” is more pronounced
for the sterling area than for the rest of the world and may
indicate, as will be discussed below, that in addition to the
factors influencing all imports special circumstances must
have been at work affecting United States purchases from
this area.

The change in the trend of imports since the last quarter
of 1948 has frequently been attributed to the decline in
business activity in the United States. It appears, however,
that the sharp reduction of imports during this period was
considerably larger than the decline in the Gross National
Product which amounted to only 5 percent, and larger than
the decline in personal incomes of 1.7 percent. Although in
previous periods of declining business activity imports fell
more sharply than the Gross National Produet, the extent of
the current decline indicates that factors besides the decline
in general business activity were operating. Among these
the following may be specifically mentioned:

1. In the early postwar period a considerable proportion of
current production was used for filling the production pipe
lines. It can be assumed that a part of the imports of such
products as rubber, tin, copper, wood pulp, newsprint and
copra, during the same period were utilized for the same
purpose.

This demand for imported products resulted in increases
in the quantities of imports as well as their prices. With the
completion of the restocking process in 1948, it was to be
expected, therefore, that the value of imports would decline
even if business activity had remained at peak levels.
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Table 7.—International Transactions of the United States by Area

[Millions of dollars]

ERP countries ERP dependencies Other Europe Canada and Newfoundland Latin American Republics
Item 1948 1949 - 1948 1949 1948 1949 1948 1949 1948 1949
I I IIT v I I II [ III | IV I I II | IIX | IV I I II IIT v I I II 111 v I
E{xports of goods and serv-
ices:
Merchandise adjusted .__| 1,399 (1,152 | 1,097 1,087 1,244 | 187 | 193 | 154 | 174 [ 200} 98 | 37 41 [ 45 45¢ 434 | 498 | 490 519 ] 471 | 862! 839! 680 | 777 | 785
Transportation___.______ 178 | 172 159 143 167 9 9 7 6 9 5 5 5 5 3 10 12 14 11 80 75 64 64 69
Travel_. - 12 16 16 12 12 3 3 3 3 2 2 2 2 1 2 21 31 37 23 25 21 26 28 26 23
Miscella S services___ 64 69 70 70 69 2 1 1 3 2 2 3 2 2 2 1n 10 11 13 11 24 21 23 25 24
Income on investments__ 61 31 61 44 56 _3_ 7 19 _i 2 2 2 6 1 3 57 81 54 93 70 93 | 126 | 114 168 69
Total... ... ... __ 1,714 (1,440 | 1,403 |1,356 1,548 { 204 | 213 | 184 | 194 | 224 1 109 [ 49 | 56 54 55| 533 632 | 606 | 657 | 588 |1,080 1,087 | 909 (1,060 [ 970
Imports of goods and serv-
ices:
Merchandise adjusted.- . 273 | 201 285 | 342 329 ] 189 | 146 | 160 | 178 | 188 | &5 9 | 48| 44| 34| 339 | 360 | 427 476 | 384 707 658 | 585 | 623 | 658
Transportation.___._____ 88 103 124 115 135 4 3 3 3 4 5 5 5 4 15 17 20 15 15 85 68 69 74 56
Travel . ... 12 31 60 19 18 8 5 4 4 11 1 1 2 1 1 24 54 147 45 27 47 40 46 36 49
Miscellaneous services... 125 | 122 118 | 130 123 4 9 4 5 4 2 3 6 5 3 7 8 7 8 17 14 13 15 16
Income on investments__ 47 42 49 59 51 1|1 M 1 1 9 1) ® 1 1| M 8 9 24 15 13 3 3 3 4 3
Total. ____.___________ 545 | 589 636 | 665 656 1 206 | 163 | 172 | 191 j 215 ] 63 58| 62| 561 421 393 | 4571 625 550 1 445 830 783 | 76| 752 | 782
Net balance of goods and
services________._____....__ +1,169 |+851 | 767 (4691 | 4892 | —2 1450 412 | 43 | 491446 | =9 | —6 | —2 {413 |+140 |+175 | —19 | 4-98 (4143 {4241 [1304 {4193 (--308 |}188
Unilateral transfers (net):
Private..________________ -121 [—101 -91 |—107 —89| -4 | -3 | -3 -3{—5|-13|—-11| —9% |—13 [—10 +2 -1 -3 -3 -3 —6 -7 —6 -8 -7
Government_._._...__.._. —603 |—676 | —924 (=718 |—1,086 | () | +1 | (O ... MI+7] OO | o -1| -1| -1| -2} -5} =8| -8 —~2| —-2| -3
Total ._________________ —724 | =777 |—1,015 |—825 |~1,125 | —4 | —2 | =3 | =3 | =5 | —6 |—11 | —9 =13 |—10 +1 —2 —4 —5 —8 -9 | —-10 =8| —10| —10
Long-term capital (net):
United States private..__| —28 | ~21 +6 | —16 -3 —8 |—34 |—44 |— 46|45 -1} —-1|—=5|4+2] —25 | —58|—161 | —1 —~16 | —68 | —81 | ~42 | —81 | —96
United States Govern-
ment. oo —483 |—47 —2 | =500 =216 | (1) |..___ [C) 7 — M -4 =7 |+15) —8 | —6 | —50 | —90 |+140 |._____ @ | -16 -5 -7 -4 —14
Foreign capital__________ —53 [—108 —24 | 42| A0 42 -1 4| -1 WO -1 OGO —3|+21 | ~10| +18| —29| +8| —8| +3| +8 +8
Total .______________.__ —564 | —176 —20 |—514 —249 | —6 |—35 |—48 |—25 | +61—19 | —9 |4+14 | —13 | 42| —78 |—127 | ~31 | +17 | —45 | =76 | —94 | —46 | —87 |—102
Gold and shert-term capital :
Net purchases (—) or
sales (+) of gold_._.___ —263-|—399 —107 |—150 4| +2 |42 46 +3 3 +4 ) +2 |- -1 —=1]+19 | +61 -2 -1 -5 —-15| —-81 | —55 | —28 | —10
Net movements of Unit-
ed .States short-term
capital abroad__._____. —-19 | +14 —6 | +26 42| -4 +3 | +1 | -1 ) |-12| —8{ ~6{+26|+18} +4| +1| F4| 13| 41| —14]| +20| 442 | 15| +1
Net movement of for-
eign short-term capi-
tal in the United
States. ... __..__ +78 | —4 —11 |+348 +63 |—10 (—20 |4+29 | —5 | —7| —1 {—24 —14 |—81 |—15| +87 | 483 | 494 (+101 | +-82 | —29 | +51 | +13 | +59 | 43
Total. .o oot —204 | —389 —124 {1224 487 1—12 |—15 (436 | —3 | —4 | —9 (=30 (—20 | —6 | 42 14110 |4-145 | 4-96 | +87 | 478 | —58 | —10 |_._... +16 —6
Transfers of funds between
foreign areas (receipts from
other areas (—), payments
to other areas (+)), and
errors and ommissions. ... +323 [4-491 -+392 {424 4395 |[+24 | +2 | +3 |+28 | —6 |—12 |+59 |+21 [434 | —7 |—173 |—191 | —42 [—197 |—168 | —98 |—190 [—139 |—227 | —70
All other countries Total foreign countries International institutions Total
Ttem 1948 1949 1948 1949 1948 1949 1948 1949
I II IIT Iv I I 11 III Iv I I I III v I I II IIx v I
Exports of goods and services:
Morchondise adjusted 661 | 672 | 643 | o84 | 696 | 3,641 | 3,301 | 3,105 | 3,286 s,450| 2| | ... 20| 3| 363! 3,301 3105| 3,306 3458
Transportation _._.___. 61 48 49 44 63 343 321 298 271 322 343 321 208 271 322
Travel. .. . .. 6 5 4 4 6 65 83 90 69 83 90 69 70
Miscellaneous services_........_. 20 20 18 17 38 123 124 125 130 133 138 140 158
Income on investments__________ 14 53 61 98 63 230 300 315 412 303 315 415 263
Total o oo 762 | 798 | T75 | 847 | 866 | 4,402 | 4,219 | 3,933 | 4,168 4,231 3,946 | 4,201 4,266
Tmports of goods and services:
Merchandise adjusted..._._____._ 365 | 339 | 369 365 | 37 1,928 | 1,852 | 1,874 1 2,028 1,859 | 1,8821] 2,028 1, 963
Transportation ___.____ } 10 9 8 7 12 186 205 229 219 205 229 219 225
Travel __ o . 4 4 3 3 5 96 135 262 108 135 262 108 111
Miscellaneous services. 94 | 120 | 117 76 75 249 276 265 239 1 1 276 284 243 228
Income on investments.._____._. 2 4 5 4 4 62 58 83 84 1 1 59 84 85 81
Total e 475 | 476 | 502 | 455 | 466 | 2,521 | 2,526 { 2,713 | 2,678 | 2,606 2 28 5 2| 2,523) 2,534 | 2,741| 2,683 2, 608
Net balance of goods and services. .._[1287 (1322 (+273 |+392 |+400 [+1,881 |+1,693 | 1,220 |+1,490 (+1,645 | +9 |_+4 | =15 | £28 | 13 | 41,890 |F1,697 ({1,205 |+1,518 | 41,658
Unilateral iransfers (net): - - -
Private .. . e oo —34| —36 | —27 | —40 | —33 | —176 | ~159 | -—-139| —174 | —147 [ _____ | ____. (O [0 —~176 | —159| —139 | —174 —147
Government.____________________ —153 | —92 [—251 [—220 {—205 )} —783 | —771 |—1,178 | —942 |—1,249 | —33 | —39 | —12 | —33 | —24 | —-786 | —810 {—1,190 | —975 | —1,273
Total ... —~187 |—128 |—278 |—260 |—238 | —929 | —930 [—1,317 |—1,116 [—1,396 | —32 | —39 | —12 | —33 | —24 | —962 | —969 (—1,329 |—1,149 | —1,420
Long-term capital (net): -
United States private.___________ —24 =71} =55} —64 | —34 ] —M8| —266| —297| —191/) —ud1 | _____( _____ =7 ... —18| —148 | —266| —304 | —191 —159
United States Government ~7 | —=13] =21 () -1} —580 | —162} 4125 —5221 —29L | ____ . ____. =3 .. —51 —580 | —162 | +122| —-522 —296
Foreign capital .___________._.__. ) -2 | =10 —11| +1 —46 —99 —45 +16 +10 | .. +6 0 (M) +2 1 —74 —46 —03 —45 +18 —64
Total ... —31 | —86 | —86 | —75 | —34 | —774 | —527 | —217 | —697 | —422|..___. 46| —10| 42| —97| —774| —521| —227| —695 519
Gold and short-term capital:
Net purchases (—) or sales ()
of gold_ ... ________ —93 |—111 |—166 |—139 | —64 —346 —526 —324 —316 —73 -2 +2| 44 =22 44 —348 —524 —320 —338 —69
Net movements of United &
short-term capital abroad..____| 480 | -+8 | +27 | +22 | —10 —15 +38 +62 +45 +30 | o =1 || ~15 438 +61 +45 +30
Net movement of foreign short-
term capital in the United
States. oo . —56 | —17 | +96 | 461 | —38 +69 +69 | +207 [ 4533 +88 [—261 | —68 | —18 | —56 | +51 —192 +1| 4189 | 4477 -+139
—120 { —43 | —56 |—112 —292 —419 =55 { +262 +45 |—-263 | —66 | —15 | —78 | 455 —555 —485 =70 | 184 4100
Transfers of funds between foreig
areas (receipts from other areas (—),
payments to other areas (++)), and
errors and omissions _____.________. +50 | 412 (+134 | —1| ~16 | 4114 +183 | -+369 +61 +128 |4+-287 | +95 | 452 { 481 | +53¢§ 4401 | {278 | +421 | 142 +181
1 Less than $500,000. Source: U, S, Department of Commerce, Office of Business Economics.
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2. The same factors of demand and supply which facili-
tated the “gray market” for many commodities produced in
the United States made it also possible to sell here imported
products at prices considerably in excess of those which
would be charged in a normal market. With the increase
in production and the gradual satisfaction of wartime ac-
cumulated demands a more normal market situation has
prevailed since the latter part of 1948. Some portion of the
decline in our imports, particularly those from Europe, may
be ascribed to this correction of the previous abnormality.

3. The decline in some of our imports such as rubber, wool,
and burlap was attributable partly to the desire on the part
of producers to reduce their inventories and not only to a
decline in consumption. For some commodities, such as
wool, this was due to an unduly large accumulation during
previous periods; for others the expectation of lower prices
m the future may have been responsible. As a result, it
appears that the decline in imports was greater than war-
ranted by the drop in business activity. This development
is of major importance in the trade with the sterling area
from which the commodities mentioned above are mainly
imported.

Table 8.—~International Transactions of the United States With the
Sterling Area

[Millions of dollars]

Such shifts arose largely from the gradual restoration of pro-
duction in competing countries such as the Netherlands
East Indies and some of the industrial countries in Europe.

Foreign «dollar shortage” intensified

The financial difficulties of foreign countries which became
intensified during the second quarter appeared to be due,
therefore, to two major developments. First, the long-run
disequilibrium in foreign countries resulting from a volume
of production too small to meet both domestic demand and
export requirements. Contributing to this development
were the accumulated needs of the foreign populations and
the necessity to compensate for the loss of income from foreign
investments and from services rendered to formerly depend-
ent territories. This long-run disequilibrium ultimately will
have to be resolved through increased productivity or re-
duced domestic demands abroad.

In addition, a secondary disequilibrium seems to have
resulted from earlier completion of readjustments of the
economy in the United States than abroad, from the dis-
locations created by the war. This appears to have been
the basic reason for the recently increased liquidation of
dollar assets and gold by foreign countries.

Table 9.~Industrial Production of Selected European Countries

1948 1949 (1987=100]
In quarterly First quarter | Second quarter Country June 1948 I\'{g‘l“gh Latest data
Item rates a q
United United United g% g(o) g%?’%)
Total | King- | Total | King- | Total | King- 100 96 (April)
dom dom dom
129 | 123 (June)
a
Exports of goods and services: 9 | 112 §Ma§§
Merchandise adjusted 506 1656 505 178 567 218
Transportation___.____._ 53 28 53 31 57 33
'l{d‘r?"e]lr---——»-—--: ———————— 53 43 52 4‘é ég 42 Source: U. 8. Department of Commerce, Office of Business Economics.
iscellaneous services
Income on investments 39 19 38 22 53 29
O3 TS I 659 260 658 281 744 332 Table 10.—Total Exports from ERP Countries
Imports of goods and services: .
Merchandise adjusted-._.....____.. 356 97 373 111 203 74 Period Billions of
Transportation....___... 52 37 55 44 58 48 dollars
Travel. ... .. ... _.._____. 12 6 15 3 18 9
Miscellaneous services..... 38 é(5) ig g % % 1948:
Income on investments. 6 girst guarte%__ - 3.5
econd quarte 4.1
Total ______ .. . 493 205 534 242 446 198 Third quarter . 42
Net balance of goods and services______ 4166 | 455 | +124 | 439 ] +208 | 134 Fourth quarter. .. ... .. 4.8
i . 1949:
Unilateral transfers (net): —19 —~11 —19 —9 —99 —12 First QUATter « o e 4.9
116 | —117] —206 | —204 | —300 —290 Second quarter. ... ..o 4.9

—135 | —128 | -225 | -—-213 | —3229, 311

—22 =5 .. —4 -11 —8
—125 —124 —83 -72 —19 “+11
+3 +5 +8 +8 +5 +8
—144 —124 —-75 —68 —24 +9
Gold and short-term capital:
Net purchase (—), sales (+) of gold_| —313 —184 —69 42 —226 —169
Net movements of United States
short-term capital abroad.._______ +8 O] —10 -13 +15 +15
Net movements of foreign short-
term capital in the United States.{ -+45 +53 —25 —30 —95 —112
Total ______ —260 —131 —104 —41 —306 —266
Transfers of funds between foreign
areas (receipts) from other areas (—),
payments to other areas (), and
errors and omissions_________________ +373 | +328{ +280 | 4283 4354 4434

1 Less than $500,000.
Source: U. 8. Department of Commerce, Office of Business Economics,

4. In addition to these factors shifts in purchases to other
countries may also account in part for the relatively greater
decline of United States imports from the sterling area.

22

Source: U. S. Department of Commerce, Office of Business Economies.

In the United States industrial production rose after the
war until it reached a postwar peak in the early part of 1948
and remained close to that level for about a year. Although
the rise eased the supply situation of many commodities, it
was not before the middle of that year when supplies of prac-
tically all goods caught up with demand. As a result prices
began to decline.

For European countries as a whole, as shown in table 9,
the rise in production continued throughout 1948 and only at
the end of the year does it appear that a plateau was being
reached comparable to that experienced in the United States
about a year earlier. The latest available data indicate that
in some countries output began to decline very moderately
during the first half of 1949. In other countries, however,
production continued to rise slowly.

The rise in prices in most Kuropean countries seems to have
been arrested by the end of 1948 but only few countries had
as yet experienced a decline comparable to that of the United
States. Both the production and price developments in
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Europe around the middle of 1949 represented, therefore, a
stage in the postwar adjustment process which the United
States had passed about 6 to 12 months earlier.

This discrepancy in the speed of the postwar adjustment
process has led to a continued demand abroad for products
from the United States while the demand of the United States
for imports has declined. It is expected, however, that this
disequilibrium would be resolved as soon as the European
countries enter into the phase of the business cycle in which

Business Situation
(Continued from p. 3)

The dominant trends in employment during the past 12
months are reflected in the modest adjustment in the level of
personal incomes and the more pronounced adjustment in the
mternal structure of these payments to individuals, described
above. While wage rates have continued slightly upward in
most industries, total employment which reached its peak in
July of last year at 61.6 million, dropped to a low of 57.2
million last February and advanced slowly since that date to
59.9 million in August. The rise during the spring and sum-
mer, however, was less than the usual seasonal advance in

Personal Saving in the Postwar Period

(Continued from p. 17)

part a reflection of the lessening in deferred demand for
many commodities even where expenditures did not show
much of a decline in relation to income until a later date.

It may be noted that after price decontrol in the latter part
of 1946, consumers were apparently temporarily willing to pay
abnormally high prices for food. As a result food expendi-
tures were much higher in relation to income than in the pre-
war period. Even after the recent decline relative to income,
food expenditures are still somewhat higher than would
have been expected on the basis of any plausible prewar rela-
tionship. Of the other categories of consumption outlays, it
is obvious that automobile and housing expenditures are still
influenced to some extent by temporary factors, though in
opposite directions. With these exceptions, it is difficult to
make any definitive statements about the current position
of the various major items of consumption expenditures.

Summary

The foregoing analysis indicates that the increased rate of
personal saving characterizing the past year is closer to a
normal rate of saving than that prevailing in 1947. More-
over, the prewar data do not lead to the conclusion that cur-
rent saving is greatly out of line in either direction.

This does not mean, of course, that the ratio of saving to
income will remain relatively constant if income changes
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the United States has been since the beginning of this year.
Since the accumulated demands and purchasing power in
many foreign countries continue to be high in relation to their

productive capacity, the period of adjustment may be ex-
pected to last for some time. Special, though short-term,
measures will be required therefore, to equate foreign dollar
expenditures with dollar receipts including those from
present Government aid programs,

this period. Total unemployment in August, after a drop o
400,000 from July, amounted to 3.7 million against 1.9 million
2 year ago.

The decline in employment from a year ago—and the in-
crease in unemployment—was centered primarily in the man-
ufacturing industries and, as indicated above, accounted for
the bulk of the decline in the Nation’s pay rolls since the Octo-
ber peak. According to estimates of the Bureau of Labor Sta-
tistics, total nonagricultural employment was down 1.6 mil-
lion between July 1948 and July 1949, and about four-fifths
of this loss was in manufacturing industries, particularly
durable goods lines. The more recent data of the Census
Bureau, however, suggest some recovery in manufacturing
employment in August.

markedly, but it does suggest that changes in the saving rate
are not likely to affect income to the same extent as in the
years 1946 to 1948. However, there are temporary factors
still affecting saving in both directions, including some
residue of deferred demand on the one hand and some post-
ponement of purchasing in expectation of price declines on
the other. Thus, it will take some time for the pattern of
postwar saving to become apparent,

It is important to recall that personal saving in large part
has its offset in personal, or private noncorporate, investment.
Currently, personal saving is only moderately above private
noncorporate investment though it has risen relative to
private mnoncorporate investment since last year. This
relatively small excess of personal saving over private non-
corporate investment is currently being offset by Govern-
ment dissaving, with corporate investment and corporate
saving in approximate balance.

Even if individuals attempt to maintain their saving at the
current rate, it is possible for income to remain at the pres-
ent high level without substantial deficit spending, or other
devices significantly affecting the disposition of the national
income. The problem in this respect is whether private
capital formation will continue sufficiently high to approxi-
mately offset both personal and corporate saving (including
capital consumption allowances) at the present level of
income.

Any major changes in the volume of economic activity in
future months are more likely to reflect alterations in the
amount of private investment or in the Government fiscal
position than in the rate of personal saving.
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Construction Cost Indexes—E. H. Boeckh & Associates, Inc.: Series for Page S=61

[United States average cost, 1926-29==100}

Average 20 cities

Average 20 cities

Appartments, : Apartments, .
hotels, and office Commegcl;;}ignd factory Residences hotels, and office Commetlgmgﬁi?nd factory Residences
buildings utidings buildings utidings
e | = o LN -] k=1 e | o Ty | =
S IEME S A BE |50 |5g |58 |5, | By
5] & 2 & I =3 o S bl S 5 3 @ )
S — oy = I = o = o) o =
a |la |& |& |/ |@ A& | & | & A A (@ |@ 1@ |@ |& | % | & | &
1910 monthly average____| 52.70 55.2| 55.8{ 52.6{ 57.1| 53.4] 57.9| 62.3| 55.1) 56.7 1938—Continued
1911 monthly average_.__| 52.0| 54.2| 55.0| 52.0/ 56.0 52.8/ 57.0] 61.2| 54.6] 55.9
1912 monthly average. - 52,7| 55.0| 56.2| 52.8| 56.8) 53.6] 58.4; 61.5 55.8/ 57.2 November. .. cvoaraemae-
1913 monthly average. . 54.0| 55.6{ 54.7| 54.5| 57.6| 53.2| 55.6| 62.5 54.3] 54.7 December......
1914 monthly average....| 53.2] 54.0| 54.7| 54.3] 55.8 53.0| 56.0| 58.68{ 54.5| 55,1
1915 monthly average._..| 54.6| 55.5| 56.0| 5591 57.1) 54.2[ 57.5 60.11 55.9| 56.5 1939
1916 monthly average..__| 61.3] 64.3| 60.6, 62.8) 68.8] 59.0 60.9] 78.4} 59.7| 60.0 January. .o ___________. 110.9] 109.1] 103.4, 112. 8| 112 0} 104. 4} 100. 4| 110.7| 103.7| 100.2
1917-monthly average..._| 73.2| 78.7| 71.7[ 73.2| 85.6] 69.3] 7L.1) 102.4| 69.4] 70.4 February-- -] 110. 9] 109. 1} 103. 4| 112.7| 112.0; 104. 3} 100. 5| 110.7]| 103.7| 100. 2
1918 monthly average..__| 82.6| 87.6] 84.0( 83.1| 91.1{ 82.4 83.5| 101.9 83.1| 83.4 March___ -| 110.9; 109.1| 103. 4| 112. 8} 112.0( 104. 3| 100. 3| 110.8| 103.7| 100. 3
1919 monthly average..__| 93.3] 98.5 97.1 93.3| 97.4] 95.8| 97.3) 103.4] 96.6| 96.8 April._ _| 110.9] 109.2| 103.6] 112.8] 112.0) 104. 5} 100. 9} 110. 8] 103. 9} 100. 6
1920 monthly average.._.| 119.0| 125.2| 125.1( 117.9} 119.8} 123.3( 125.6] 121.1f 124.6{ 124.9 May.__. <] 111.1] 109. 3| 103. 8| 113.3] 111.9| 104, 8| 101.0| 110. 3} 104.1| 100.8
1921 monthly average.._.| 98.1f 98.0| 100.6( 100.8} 98.5( 100, 99.2( 97.7| 100.8} 99.7 June__. _f 111.0( 109.2| 103.8] 113.1| 111.8| 104.7] 101.0| 110.1| 104.1} 100.8
1922 monthly average_.__| 92.2| 93.8) 92.5 03.9| 91.5| 92.4| 91.3| 90.9; 92.6) 9.7 July______. _] 111.1) 109. 3; 103. 8] 113. 4] 111. 8| 104. 9| 100.7| 109.9| 104.1] 100.9
1923 monthly average..__| 101.8( 102.5| 103.5( 103. 8| 102.1} 102.9( 103.0| 102. 2| 103.6| 102.9 Auvgust. ... _| 111. 2] 109. 3| 103.9| 113.6; 111.9| 104.9| 100. 8 110.0| 104. 2| 100.9
1924 monthly average..__| 102.7| 97.3| 102.5| 105.0| 102.4| 102.9( 100. 8] 100. 6| 102, 5] 101.0 September._ _| 111.2| 109. 2| 104.0| 113. 5{ 111.7| 104.9| 100.7! 109. 8| 104.0{ 100.8
1925 monthly average._.__] 102.4| 100.8| 10L. 5[ 104.9| 101.7] 101.1] 100. 2} 100.4| 101.7| 100.2 October.._._ _| 111. 3| 109. 5| 104. 7| 113.7| 112. 0} 105. 5| 101.9| 110. 2| 104.9| 101.9
1926 monthly average..__| 103.0[ 102.1| 102.2| 104.9| 102.3| 101. 6] 101.5] 101.7| 102.4| 101.1 _| 111, 5( 109.7} 105.3{ 113.7| 112.7} 105.9} 102. 8| 110. 2| 105. 5| 102.6
1927 monthly average_.__| 102.0{ 100.1| 100.8} 104.2( 101.6| 100.1| 100.5 99.9] 101.1| 99.7 | December_ . _........._ 112,0( 110. 4] 106.3| 114.1| 112, 8} 106.7] 104.1| 111.1| 106. 4| 103.9
1928-monthly average.._._| 102.4| 100.3| 101. 6| 103.8} 101.4} 101.0f 100.4| 100.1| 101.4/ 99.9
1929 monthly average.____| 103.6| 102.6{ 105. 4| 105.6] 103.6[ 104.0| 106. 4| 101. 6| 105.2( 105.0
1930 monthly average....| 103.3}! 100.8| 102.6! 105.4| 103.0| 101.2} 103.1| 100.7| 102.9] 102.0 | January ... _....._.._. 112.1| 110. 5| 106.0} 114.1| 112.9| 106.4| 103.7| 111.4| 106.1| 103. 5
1931 monthly average.._.| 95.1] 92.8/ 95.0| 97.3] 95.7| 93.7| 95.2| 93.6f 94.5| 94.3 112.0( 110.4, 106.1| 114.1} 112.9| 106. 6] 104. 1| 111, 5 106.3| 103.7
1932 monthly average.__.| 80.8] 80.0] 80.5 82.6/ 83.1f 80.2| 79.1] 84.4] 80.4 79.4 111, 9( 110.3| 105.9| 114.1{ 112. 8| 106.4| 103.7| 111. 5| 106.0| 103. 4
1933 monthly average___.| 84.0] 82.7{ 81.0| 86.2| 86.0| 80.7) 78.7| 87.9| 80.7| 79.2 111.9( 110. 3| 105.9; 114.1{ 112. 8| 106. 5| 103.7| 111. 5! 106.0| 103.4
1934 monthly average__..| 92.7| 91.1} 88.5 95.3| 03.5/ 9.0 83.7 93.1f 88.4; 85.4 112.0( 110. 4| 106. 3| 114.2] 112.9| 106.9| 103.9| 110.9| 106.4| 103.7
112, 0| 110. 5| 107.0| 114.2 112, 9| 107.1{ 104. 2| 110.9; 106.7| 104.0
111, 5{ 110.0{ 105.7| 113.6| 112. 5| 106.4| 102.9{ 110.6{ 105. 8] 102.8
88.6] 87.1| 85.1] 91.6] 89.5| 87.1f 81.5 90.3| 84.9 82.5 111. 8| 110.2( 105.7| 114.0| 112.9( 106, 5/ 102, 9{ 110.8| 105.8| 102.8
89.5/ 87.7] 85.8 82.4| 90.6| 87.9| 81.7| 90.7| 85.6| 83.0 112.1| 110. 6 106.9| 114. 2| 113.2( 107.3] 104: 7 111.0| 107.1| 104. ¢4
90.5 88,71 86.5| 93.3] 91.5 88.5[ 82.4f 91.4; 86.5| 83.7 112. 5} 111. 3} 108.7} 114. 5| 113. 8} 108. 6} 107.3] 111.3| 108.9} 106.7
93.0 91.6| 89.6{ 95.6] 93.4| 91.7[ 85.9| 92.91 89.7| 87.1 November. 113.0f 112.2| 111. 3| 114.7| 114. 4] 110. 4] 111. 3} 111.7| 111.4| 110.0
93.6] 92.3! 90.2] 96.3[ 94.5| 92.6| 86.1| 93.9; 90.3| 87.4 December._.ooooccoonoan. 113.1] 112. 3| 111.6{ 114. 9| 114. 5§ 110, 6| 111.7| 111.7] 111.7| 110.4
94.0] 92.6] 90.8 96.5{ 95.0] 93.0} 86.3| 94.4) 90.7; 87.8 .
93.9( 92.9| 90.8/ 96.5] 94.8) 92.9| 86.4) 94.2[ 90.7| 87.8 1941
93.7| 92.0| 88.9| 96.2[ 94.3] 91.6| 83.5| 94.5| 88.7] 856 January . .ococooccaooooe 113.6] 113.0| 112.8| 115.2} 114.9| 111.5) 113. 4] 112.1] 112.9] 111.9
93.8| 92.2| 88.3| 96.2] 94.4] 91.1] 83.0| 94.0| 88.2] 84.9 February. .- _| 113.9] 113.5] 113. 5| 115.5| 115.3| 112.0| 114. 4] 112.4) 113, 6 112.8
93.9| 92.2| 88.3| 96.2] 94.4| 91.1| 82.0| 94.0| 88.2( 84.9 March_._ ~| 113.9} 113. 5] 113. 5] 115. 5/ 115.3| 112.0] 114.4| 112.4] 113.6| 112.8
November 93.8] 92.0; 88.7) 96.4| 94.5 92.1| 82.9) 93.7| 88.7 850 April__ -| 113.9( 113. 5{ 113.2; 115. 6} 115.4| 111.8] 113.7} 112.7| 113. 3| 112.2
December_o.ocoacaoooo 93.9| 92.0| 88.8] 96.4| 94.6/ 91.9| 82.9| 03.7| 88.3} 85.1 May. _] 114.6f 114.0] 113.4| 116.4| 116. 2| 112.2| 113.9| 113.6] 113.5| 112.4
June. _| 115.6{ 114. 8| 113.9| 117.4| 117.0} 112. 5 114. 3| 114. 2| 114.0| 112.7
1935 July._. _{ 1156.1( 114.1{ 113. 5 116.8| 116.8] 112.1| 113.6| 114.1] 113. 5] 112.1
January ... __ 93.6| 91.8| 88.5( 96.3| 94.4| 91.7) 83.0f 93.4; 88.5 850 August.._ _| 115.7; 115.2] 115.7| 117. 4 117. 8| 114. 2| 116. 8| 115.4| 115.8| 114.7
February. _}| 93.5] 91.6] 87.7| 96.2| 94.0( 90.7[ 82.1} 93.3| 87.7| 84.0 September..____._._____. 116, 6( 116.5; 117.81 118.2| 119.9| 115. 3| 119.8| 116.1| 117.9] 117.3
March. . 93.3] 91.5| 87.7| 95.9 93.¢] 90.7| 82.0| 93.11 87.6y 84.1 October ..o 117. 3| 117.2{ 118.5{ 118.9( 119. 5| 115. 8} 120.6] 116. 5 118.6{ 118.2
April. 93.1] 91.3| 87.8] 95.7] 93.6| 90.8] 82.1] 92.6| 87.7| 84.2 November ..o 117.2] 117.1| 118.0; 118.8| 119.4| 115.5| 120.1| 116. 5| 118.1| 117.5
May.. 92.0f 90.3| 85.9] 94.1| 92.3| 87.9/ 8L.71 92.1| 85.8 83.1 December. ... 117.7| 117. 4] 118.2| 119.3| 119. 7] 115.7| 120. 3| 117.0{ 118.3| 118.1
June. 91.6) 89.7| 85.5{ 94.3] 92.31 87.4] 81.7 02.4| 858/ 828
July.._. 91.4] 89.5/ 85.5| 94.3] 92.2| 87.4] 81.2| 01.8 85.6] 82.6
August___ 91.5] 89.7| 85.7| 94.6| 92.5 87.6; 81.4| 92.0| 85.8f 818 A . . N f 3 .
September. 91.4] 89.6| 85.2| 94.5| 92.3| 87.5] 8L.5 91.7| 857 828 3 3 3 N 3 3 3 3
October___ 01.0] 89.1; 85.2| 94.1| 92.0/ 87.1| 8L.0] 91.9| 85.3; 82.3 . . ¢ . 3 X 3 3 3
November............__. 90.9| 88.8 84.9| 94.1 91.6| 86.6; 81.1; 91.6/ 85.2f 82.2 . . . . f . 3 N
December. oo .- 90.5| 88.3] 84.6| 03.5 91.4 86.4] 80.5, 914 84.7) 81.8 . . . 5 X 3 . . .
1936 3 . . 3 3 3 3 2 .
January .o eeoooo 02.3] 90.2/ 85.9| 04.9| 93.3| 87.3| 82.3| 93.4) 86.1| 83.3 . 3 A . . . . 3 X
February ... ._.._._____. 92.8| 90.8/ 87.3| 95.2] 93.8| 89.0| '83.4{-93.6) 87.3| 84.6 3 A . 3 3 . L . A
March. _..-| 93.4] 01.5/ 88.1| 95.9] 94.6| 89.8| 84.2] 94.3| 88.2] 853 X . 3 3 3 3 . . 3 .
April_ _.--| 94.3] 921 88.8| 96.9] 95.2| 90.6| 84.9} 94.5| 89.0{ 858 November....ccoooo... 123.9| 123.0] 123.2| 125.8| 125. 4| 121.1; 124.9| 120.9] 123.5] 122.8
May ... 94.2] 92.0] 88.7| 96.8{ 95.2| 90.5 84.8[ 94.5 88.9 858 December-_ . _.____..__ 124.9) 124, 5] 124.1| 126.5| 126.3| 122.1{ 125.9] 121.7| 124.3] 123.8
June eeeo| 94.9| 02.4] 89.3| 97.6| 95.8 01.1] 85.4] 94.9| 89.5 86.3
July._ .. ... 94.7| 92.3! 89.2| 97.4| 95.5| 90.9| 85.5| 94.6/ 89.5 86.4 1943
August_ oo 95.4 93.1| 89.7| 98.1] 96.3| 91.4| 85.9| 953 89.9; 86.8 January....cooooooooo._ 125.0( 124. 6| 124. 31 126.6| 126.4| 122.3{ 126.3| 121.8| 124.6] 124.1
September_ ... _.__ 95.6] 93.3[ 89.7| 98.2| 96.5 91.4 86.1] 95.6| 89.9| 86.9 February._ -1 125.2( 124.8] 125.0| 126.9 126.7( 122.9 127.0| 121.9| 125.1| 124.8
October...._____.__._____ 96.20 94.1| 90.2| 98.9| 97.2{ 92.0/ 86.7| 96.2 90.4/ 87.4 March___ -1 125.6| 125.1| 125.2| 127.3| 127.0f 123.0] 127.2| 122.2| 125.4| 124.7
November._______.__.._. 96.8) 94.5| 90.7] 99.4| 97.7, 92.4] 87.4] 96.6| 91.0/ 88.0 April__ -1 125.6( 125.1) 125.2| 127, 31 127.0| 123. 3] 127.2] 122, 2| 125.4| 124.7
December_____......___ 97.0| 94.8; 91.0 99.6{ 98.0f{ 92.6| 87.0f 97.1| 91.2[ 88.1 May.__. -] 125.7] 125.2| 125. 4] 127. 4 127.1| 123. 4| 127. 4| 122.3{ 125.6| 124.9
June. _) 125.6( 124.9f 125.2/ 127. 4] 127.1| 123. 4] 127.1] 122.2| 125.5( 124.7
1937 July.__ ~| 125.7| 125.1| 125.9| 127. 5| 127.2| 123.9| 128.1| 122. 4| 126.1| 125.6
January . ... 99.9| 97.9| 94.4! 102.3( 100.9| 95.7| 91.21 99.6| 94.5| 91.6 August__ 2| 126.01 125, 6| 127.0| 127.8| 127. 5| 124. 4| 129.6{ 122.6| 127.3| 126.8
February._ __.._.__....__. 100. 98.2| 94.8| 102.5| 101.1{ 96.1] 91.7| 99.5/ 94.7| 92.0 September_ 2] 126.3] 126.1| 128.6] 128.1| 127.9| 125. 5/ 131.9} 1228 128.8] 128.7
March. . ... 100.5| 99.9| 96.2; 103.4| 102.8/ 97.3| 93.2}{ 102.1| 96.1| 93.5 October._._ _| 127.0; 126. 5| 128. 8| 129.2| 127. 3| 125.9( 132.2] 123.0] 129.2| 129.1
April . . 101.9( 100.8] 97.9{ 104.2{ 104.2| 98.7| 95.4( 103.5| 97.7 95.5 November. o1 128,11 127.8( 120.6] 130.1f 128. 7} 126. 8( 132.8| 123.7| 130.0| 129.8
May. oo 103.2| 102.2] 99.0| 105.4] 106.0| 99.9| 96.7| 105.6| 98.9; 96.7 December ..occocouoooae 128.7; 128.4| 130.1| 130. 8| 130.0| 127. 3| 132.4| 125. 6| 130.4| 130.0
June__ 105. 4 104. 4| 100. 3{ 107. 4} 107.4) 101.0| 97.9/ 108.1} 100.2] 97.7 i
July_ 107. 1| 105. 5| 100.9} 109.3} 109. 5 102.0 98.0‘ 109. 2! 101.0! 98.3 1944
August. . 108. 2| 106. 6| 101. 7| 110.4] 110.6| 102.8| 98.8 110.0| 101.8| 99.1 January._._....__..._._... 128.8| 128.7| 131.1| 131.0| 130. 3] 128.0| 134.8| 126. 5| 131. 4| 131.2
September. 108. 4| 107. 2| 102. 6| 110. 4] 110.8] 103.5 99.8' 110. 7] 102. 5] 99.8 February. o] 129.2| 120.0f 131.6| 131. 4| 130.7, 128.9| 134.9| 126. 5| 131.9| 131.6
October__....__._.... 108.6] 107.1| 102.0] 111.0; 111.0| 103.4; 98.6 110.7) 102.0] 98.8 March. -1 130.7] 131.3) 133.9; 132.5] 132.0| 130.9. 137.6) 127.7) 134.2 134.3
November___________ _| 108.5| 107.0| 101. 6| 110.9{ 110.9| 103.1| 97.9; 110.7| 101.6/ 98.2 April__ _| 130.9; 131.6} 135.1| 132.6| 132.3| 131.7| 139.4| 127.1} 135. 5 136.0
December. .. ._.oo__.__ 108. 4| 106.8| 100, 8| 110.7| 110.7| 102. 8| 96.9| 110.7] 100.8| 97.4 May... .| 132.5 133.4| 136.0( 134.2| 134.6 132'6\ 139.7] 129.3] 136.0| 136.4
June. o] 132.9) 133.9] 137. 4] 134.6/ 135.0] 133.6 141.8| 129.6| 137. 5| 138.2
July... -| 133.5; 134.6; 137.8; 135.1| 135, 4| 134.0| 142.2| 130.2| 137.9| 138.6
. August__._ -1+138.7{:134. 7 °137. 9} '135..3| 135.6 134.1| 142. 2| 130. 5 138,0| 138.7
108. 5| 106.9| '100. 5| 110.9| 110.7} 102.1} 97.1] 110.8] 101.0| 97.1 September. _| 134.3] 135. 5/ 139.9| 135.9] 136.1] 135.5! 144.1| 130.9| 139.9| 141.2
109.7) 108.0| 102.1) 111.9( 111.6( 103.2 98.5| 111.4} 102.7} 98.7 October.__ _| 135.0 136.2| 140.9| 136.6| 137.3| 136.8' 145.6; 132.0| 140.9{ 141.9
109.7; 108:0f 102.1| 111.9| 111.7| 103.1| 98.7| 111.7| 102.8{ 98.8 November. o[ 135.2; 136.4| 141.1| 136.8| 137.5| 137.2, 145.7| 132.1| 141.1| 142.0
110.1( 108.4| 102. 2| 112.2| 112.1| 103.2| 98.8] 112.2| 102.9| 98.9 December .. _....__.. 136.9 138.7) 143.1| 138.0( 139.0, 139.6 148.1| 133.2| 143.6| 144.6
110.2| 108.5) 101. 9 112.3| 112.3| 103.0; 98.2| 112, 5| 102.5 98.5 I | |
110. 6| 108.7| 102.1{ 112.6| 112. 5] 103.3| 98.6] 112.8( 102.6{ 98.6
110. 5] 108.6] 102.0{ 112.5{ 111.8] 103.3] 98.5 111.1/ 102.5/ 98.6 1 Compiled by E. H. Boeckh and Associates, Inc. The new series was shown first in the
110. 5] 108.5| 102. 4| 112.7| 111.3( 103.6[ 99.1| 109.9| 103.0| 99.1 September 1948 Survey. For a description of the series and monthly averages beginning
September. _} 110. 4] 108. 5] 102.6{ 112.6{ 111.2] 103.7| 99.5| 109.6 103.2{ 99.3 1935 and monthly data for 1945-48 see the 1949 Statistical Supplement. Data for 1949 appear
October____._...o..______ 110. 4! 108, 6/ 102.8' 112. 5! 111.2! 103.8' 99.9' 109.7! 103.4! 99.7 on page S-6.
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Wlonthly

BUSINESS STATISTICS

w

THE DATA here are a continuation of the statistics published in the 1947 Statistical Supplement to the StrRvEY oF CURRENT BusiNEss,
That volume contains monthly data for the years 1941 to 1946, and monthly averages for earlier years back to 1935 insofar as available; it also
provides a description of each series and references to sources of monthly figures prior to 1941. Series added or revised since publication of the
1947 Supplement are indicated by an asterisk (*) and a dagger (1), respectively, the accompanying footnote indicating where historical data and
o descriptive note may be found. The terms “unadjusted” and “adjusted” used to designate index numbers refer to adjustment of monthly

figures for seasonal variation.

Data subsequent to July for selected series will be found in the Weekly Supplement to the Survey.

Unless otherwise stated, statistics through
1946 and descriptive notes may be found in
the 1947 Supplement to the Survey

August

Novem-

ber

Decem-

ber

GENERAL BUSINESS INDICATORS

NATIONAL INCOME AND PRODUCT{+

Seasonally adjusted quarterly totalsat annualrates:

National income, total .. ..___._.____. il. of dol__

Compensation of employees, total_.__._._
‘Wages and salaries, total. _.._....__.___
Private.__
Military. ..
Government civilian.________._...__.
Supplements to wages and salaries
Proprietors’ and rental income, total
Business and professional
Farm___ .. _______._
Rental income of persons

do_...
Corporate profits and inventory valuation ad-
justment, total ___ .. _____ bil. of dol_..

Corporate profits before tax, total___.__
Corporate profits tax liability. ..
Corporate profits after tax_______

Inventory valuation adjustment. _

Net interest

Gross national product, total___.______.___._ do....
Personal consumption expenditures,total._do____

Durable goods

Gross private dome:
New construction. ...
Producers’ durable eq
Change in business inventories

Net foreign investment

Government purchases of goods zm(%J services,

total e il. of dol...

Federal (less Government sales)
State and local

Personal income, total .. . . . _._. do....
Less: Personal tax and nontax payments._.do..._
Equals: Disposable personal income......_.do__

Personal savings§. ..o e e do....

PERSONAL INCOME BY SOURCE{}

Seasonally adjusted, at annual rates:

Total personal income.... ... bil. of dol...
‘Wage and salary receipts, total__._ do...._
Employer disbursements, total_________ do___.

Commodity-producing industries. .. _do___.
Distributive industries.._.___________ do_...

Service industries. . —e-do.___
Government. . ... do_._.

Less employee contributions for social insur-
23 o1 P il. of dol..
Other Yabor income_________._.._._.______ do....

Proprietors’ and rental income.___..____. do...
Personal interest income and dividends_._do-._.
Total transfer payments. .. ccoooomoooeoao do._..
Total nonagricultural income. . _..._.._..._. do._..

NEW PLANT AND EQUIPMENT EXPENDI-
TURES

Other transportation_..._._._._._
Commercial and miseellaneous.. ...

r Revised.

=

1 Estimates based on anticipated capital expenditures of business.

§ Personal savings is excess of disposable income over personal consumption expenditures shown as a component of gross national product above, .
1 Revised series. Quarterly estimates of national income, gross national product, and personal income have been revised beginning 1939; monthly estimates of personal income have been

revised beginning 1942; see pp. 26-31 of the July 1949 Survey for the revised figures.
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U!il% othfirwise stated, statistilc)s fthl't:»:;gh 1943 1949

946 and descriptive notes may be found in B R B B

the 1947 Supplement to the Survey July | August Seggerm October N‘{)‘:;m D(;,)c:rm January Fg?;u March | April May June July

GENERAL BUSINESS INDICATORS—Continued
FARM INCOME AND MARKETINGS

Cash receipts from farming, including Government
payme‘x’xts, totalt. .. ... mil. of dol._ 2,603 2,722 3,132 3,714 3,314 2,740 2,383 1,783 1,973 1,850 1,944 1 2,053 2,177

From marketings and CCC loans, total___.do.___ 2, 683 2,716 8,127 3,707 3,304 2,730 2,367 1,768 1,946 1,823 1,915 r2, 03§ 2,168

0] 13- do_... 1,203 1,235 1,583 2,135 1,725 1,309 1, 080 689 877 5 639 r 757 972
Livestock and products, total _.do__.. 1,480 1,