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A MARKED rise in consumer pur-
chasing featured the expansion in
business activity and total output late
in 1961. The fourth quarter advance
in GNP is comparable in magnitude to
the gains made last spring and increases
are now more widespread. The rise in
output in the current quarter reflects
mainly higher final purchases rather
than the effects of changing inventory
policy, which were prominent in the
initial upsurge.

Activity in November and early
December resulted in increased employ-
ment and income, and for the first time
in the current recovery there was a
noteworthy reduction in the rate of
uncmployment,.

Retail buying spurts

The most buoyant area of demand
at the present time is consumer buying
at retail, which, only a short time ago,
was exhibiting a sluggish tendency
relative to increases in personal income.
On a seasonally adjusted basis retail
store sales in November were 3 percent
above those in October. Like the
previous month, the latest gain reflected
a substantial increase in automobile
purchases, though virtually all lines of
trade shared in the November rise.
Nondurable goods were up 2 percent
from October and durables other than
automobiles were also higher.

With data for 2 months of the quarter
already available, and preliminary indi-
cations of good holiday buying, it is
clear that retail sales in the final quarter
of the year will represent not merely a
sizable increase over the third but a
record volume. Seasonally adjusted
fourth quarter sales already average
almost $19 billion per month as against
$18.1 billion in the third quarter and
$18.3 billion in the fourth quarter of

1960. 'The more pronounced gains over
the July-September period are in dur-
able goods, with a 10 percent advance;
nondurables are up by almost 2 percent
over the average for the summer months.

Consumer purchases of automobiles
have been vigorous ever since the new
1962 models became generally available
late in September. Sales in the first
full month of the current model year—
October—were better than any previous
month of 1961 and November sales

RETAIL TRADE Picks Up With Income
Acceleration
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were even higher. Last month dealers
sold 585,000 cars, for the best Novem-
ber on record.

This improved demand, combined
with relatively low inventories in
dealers’ hands, and a strike-free month
for the first time since August, lifted
passenger car assemblies in November
to approximately 650,000 units, the
highest monthly total since the first
quarter of 1960. Though in excess of
sales, the difference is less than is
customary at this time of the year;
thus on a seasonally adjusted basis
there has been little advance in dealers’
stocks since the beginning of the fourth
quarter. IEnd-of-November inventories
were more than Y% million below the
year-ago total. In view of the strong
sales pace it now appears that the ex-
pected fourth quarter buildup in dealers’
automobile stocks wiil be delayed until
the early part of next year, a flactor
which is favorable for near-term pro-
duction prospeets.

Imstallment credit advance

The most recent data on consumer
installment credit are also indicative of
the freer purchasing of durables by
consumers and their willingness to go
into debt on this account. Consumer
installment credit at the end of October
rose by almost $200 million over the
month, after seasonal adjustment, the
largest advance of the year. Through
September there had been no evidence
in 1961 of a rise in credit outstanding,
as consumers placed somewhat greater
emphasis on debt repayment than on
new debt acquisitions. The improve-
ment in durable goods sales in the
second quarter had brought about a
leveling out in installment credit fol-
lowing the rather sharp drop in the
first quarter; but the summer months
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witnessed a slightly downward move-
ment as consumers slowed their pur-
chases of durables.

Table 1.—~Changes in Consumer Installment
Credit OQutstanding, Seasonally Adjusted,
Monthly Average !

[Millions of dollars]

Other | Repair
Auto- | con- and Per-
Total | mobile | sumer | mod- | sonal
paper | goods | erniza- | loans
paper tion
loans
1960
1st quarter._ 409 183 98 23 105
2d quarter__. 429 187 104 33 105
3d quarter__. 179 33 10 20 111
4th quarter.. 126 32 34 -1 61
1961
1st quarter. . —88 -129 7 —10 44
2d quarter... —4 —78 7 5 62
3d quarter... —41 —108 -1 5 63
October..__. 184 69 22 —12 105

1 Seasonally adjusted changes in outstanding credit de-
rived by subtracting credit repaid from credit extended.

Source: Board of Governors of the Federal Reserve System,

Prominent in the October credit de-
velopments was the reversal in the
downward trend of automobile paper,
which rose by $70 million, after showing
reductions for 10 consecutive months.
{See table 1.) With the sharp increase
in automobile buying, an acceleration
of the credit increase may be expected.

There was also a noticeable rise in
other consumer goods paper, and an
increase in personal loans, which had
been moving generally upward since
the early part of the year.

Purchasing power rising

Personal income advanced sharply
again in November to a seasonally ad-
justed annual rate of $429 billion, $4
billion more than October. Since the
February trough the rise has been more
than $25 billion.

The gains for the month were con-
centrated in manufacturing payrolls,
notably transportation equipment and
in government, the latter reflecting
primarily higher Federal military, and
State and local payrolls. On balance
there was little change in private pay-
rolls other than manufacturing. Farm
income was up over the month and
there were small rises in dividends and
nonfarm proprietors’ income.

The $2.4 billion increase in labor in-
come from October to November re-
flécted gains in nonfarm employment,

SURVEY OF CURRENT BUSINESS

hours and rates of pay. The advance
in manufacturing employment was the
best since June and centered in durable
goods, mainly because of rising auto-
mobile production schedules. An im-
portant factor in the rise in manufac-
turing payrolls was the increase in
weekly hours—from 40.2 to 40.6, sea-
sonally adjusted. While there was a
sharp gain in hours in the transpor-
tation equipment industry smaller ad-
vances were prevalent among a majority
of manufacturing groups. The Novem-
ber improvement brought manufactur-
ing hours of work to the highest point
since mid-1959.

Though manufacturing employment
is now showing its first gain over year-
ago levels, it is not yet back to the
peak reached in the spring of 1960.
Durable goods employment is still some
4 percent below, with decreases most
pronounced in primary metals, trans-
portation equipment and machinery.

Unemployment situation improves

After remaining in the neighborhood
of almost 7 percent since last December,
the seasonally adjusted unemployment
rate showed a distinet improvement in
November, falling to approximately 6
percent. A lag of unemployment
behind recoveries in activity has oc-
curred in each of the previous postwar
upturns. This year, there has been a
somewhat longer lapse of time between
the cyclical low point in activity and
the initial marked decline in the un-
employment rate. The longest previ-
ous interval was the 6 months following
the upturn in 1958.

Trend of Investment

Total gross private domestic invest-
ment has shown a sharp recovery, after
falling from an annual rate of $80
billion in the first quarter of 1960 to
$60 billion in the first quarter of 1961.
The earlier high was marked by the
heavy rebuilding of inventories that
followed the end of the 1959 steel strike.

The aggregate is now back to a rate
in excess of $75 billion, with the inven-
tory turnaround a major factor in the
increase. Up to this point in the
current expansion, fixed investment,
which includes plant and equipment
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expenditures and residential construe”
tion, has recorded a moderate improve-
ment, from a seasonally adjusted annual
rate of $64 billion to more than $70
billion in the closing months of the year.
Residential construction has been in
the forefront of this advance. It
reached a low in the opening quarter of
1961, but by the fourth quarter was
running at a seasonally adjusted annual
rate that was $4 billion or 20 percent
higher. The smaller share of this
year’s rise accounted for by business

INVESTMENT OUTLAYS Are Recovering From
Early 1961 Low
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plant and equipment expenditures re-
flects the upturn in such outlays around
midyear and the small advances since
then.

Fixed investment low relative to GNP

Fixed investment in 1961 appears
relatively lower than in any other
postwar year, averaging less than 13
percent of GNP on a current dollar
basis. In the years 1958-60, this ratio
ranged from 13 to 14 percent, as against
an average of more than 14 percent for
the earlier postwar years, when profits
were relatively higher and demand and
other influences generally more favor-
able.

Most of the diminishing relative
importance is attributable to plant and
equipment investment, where excess
capacity has been comparatively com-~
mon since the 1958 downturn and has
consequently dampened the two re-
coveries in investment since then.
Housing is now relatively more impor-
tant than it was in the early postwar
period but it is currently well below
its relative importance in 1955 and
1959, which were both years of high
residential construction activity.

Near term prospects

Very near term prospects for in-
vestment are favorable in view of the
improvement in profits, general mone-
tary ease, and rising incomes and
demand. It is of interest, however,
that during postwar expansions of total
output, periods of increasing real in-
vestment, including inventories, have
been comparatively brief. Since 1949
the range has been from four to six
quarters, or considerably less than the
length of expansion periods.

The reasons for this lack of sustained
advance in investment during the re-
covery and expansion are related in
part to the character of inventory
investment, which may swing from one
direction to another rather quickly,
and to the competing demands for
funds that develop during the expan-
sion. Thus increases in inventory in-
vestment tend to be largest—aside
from strike periods—around the bottom
turning points in total business activity,
when inventory liquidation is slowing

SURVEY OF CURRENT BUSINESS

down or giving way to inventory
increase. While inventories continue
to rise, such investment tends to

increase less rapidly and then becomes
negative as inventories are reduced.

Plant and equipment expenditures
have usually lagged the upturn in
activity, while housing has shown a
more autonomous character in postwar

3

cycles, particularly since it has re-
ceived special treatment by the Gov-
ernment. However, housing has shown
a sensitivity to the tightening of money
that has developed in the middle of
past expansions, as rising demands
for new plant and equipment and in-
ventories have put pressure on the
supply of funds.

Expansion in Plant and Equipment To Continue Into 1962

BUSIN ESS has programed increasing
expenditures for new plant and equip-
ment in the current quarter and in the
opening 3 months of 1962, after seasonal
adjustment. Plans reported by busi-
nessmen in the latest quarterly survey,
conducted jointly by the Department
of Commerce and the Securities and
Exchange Commission, anticipate cap-
ital outlays at an annual rate of almost
$36 billion after seasonal adjustment
during the final 3 months of 1961, a
3% percent rise from the actual rate of
$34.7 billion in the third quarter. The
first quarter 1962 projection is at a
seasonally adjusted annual rate of
$36% billion, back to the spring 1960
cyclical high, and 6 percent above
estimated outlays for 1961 as a whole.

Prompt turnaround

The survey data place the cyeclical
low in business fixed investment at a
rate of $33% billion in the second
quarter of 1961; the low occurred just
one quarter after the trough in gross
national product.” As can be seen in
the chart, this represents an unusually
fast response of capital outlays to an
upturn in business activity. The in-
vestment low in nondurable goods
manufacturing coincided with the 1961
GNP trough, while investment by the
more volatile industries—durable goods
manufacturing and the railroads—
showed typically longer-than-average
lags.

The expected relative increase over
the first four quarters following the
1961 GNP trough exceeds that in the
1949-50 and 1958-59 recoveries, a

result attributable primarily to the
more prompt turnaround. However,
in the 1954-55 period the plant and
equipment expansion was relatively
larger four quarters after the GNP
trough was reached than is indicated
in this cycle.

The realization of first quarter 1962
expectations would mean a 8 percent
increase from the first quarter of 1961,
the GNP trough. This is a larger
relative increase than occurred in the
first four quarters of recovery in 1949-
50 and 1958-59, mainly because of the
more prompt turnaround in investment,
though it is relatively less than in
1954-55.

PLANT AND EQUIPMENT EXPENDITURES:
CYCLICAL COMPARISONS

® Upturn Has Been More Prompt in the
Current Cycle

® Programed Investment Back to 1960 High
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The rise now underway followed a
mild downturn from a peak which had
failed to reach the previous (1957) high.
Outlays in the 1959-60 expansion had
represented a declining percentage of
gross national product. Expenditures
for new plant and equipment since 1958

Table 2.~~Changes in Capital Outlays in
Recent Contraction and First 9 Months of
Recovery !

Percentage change in
plant and equipment
expenditures

1960 second | 1961 sccond

quarter to | quarter to

1961 second 1962 first
quarter quarter 2

AHbusiness.. __.___..___.______. R —8 9
Manufacturing _______________ —8 3
MiRing. o ool —6 1
Railroads..c.oo.ooo.o... —37 3
Transportation, other thar

railroad .. .o ... .. . —-17 0
Public utilities. ... ... -4 1
Commercial and other_.._____ -5 17

1. In the 1960-61 cycle, the high occwired in the second
quarter of 1960, scasonally adjusted, and the low in the second
quarter of 1961.

2, Anticipated.

Source: U.S. Department of Commerce, Office of Business
JYeonomies and Securities and Exchange Commission.

have been substantially lower than
would have been the case had historical
relationships with gross national prod-
uct, or with profits and cash flow—i.e.,
retained earnings plus depreciation—
continued to prevail. Thus, there has
been a noteworthy shift.

Key factors retarding investment in
recent years have been the relatively
low utilization of capacity, which had
been greatly enlarged during the 1955-
57 investment boom and built up more
slowly since 1957, and reduced profit
margins. Rising activity this year has
generally resulted in a more intensive
use of existing capacity, although pro-
ductive facilities in most areas are still
more than adequate to meet current
demands. On the other hand, the
uptrend in corporate profits, sales and
new orders, as well as rising costs, are
prime considerations in businessmen’s
appraisal of near-term plant and equip-
ment programs, Furthermore, there
still exists substantial needs for modern-
ization to take advantage of continued
technological progress.

SURVEY OF CURRENT BUSINESS

Anticipations for 1961 little changed

Programs outlined in the latest
quarterly survey indicate virtually no
change in businessmen’s aggregate in-
vestment expectations from earlier 1961
surveys. As compared with results
reported 3 months ago, actual expendi-
tures in the third quarter and expected
outlays in the final 3 months of 1961
are about unchanged in aggregate.
Manufacturing companies have slightly
lowered, and nonmanufacturing firms
raised, their scheduled capital outlays.

The full year 1961 total—with only
the final 3 months based on anticipated
figures—is $34% billion or 3 percent
below 1960, the same as projected by
business last March, though the com-
ponent parts differ. Declines, both
from last year and from the 1957 high,
centered in durable goods manufactur-
ing and railroads. These reductions
have occurred as durable goods pro-
duction has accounted for a declining
proportion of final output, and as the
railroads have experienced further dif-
ficulties in improving their profits posi-
tion. In nondurable goods manufac-
turing, and in communications, trade
and service 1961 capital outlays will
probably top the 1960 totals by small
margins.

Manufacturing investment

Spending by manufacturers in the
first quarter of 1962 is placed at the
annual rate of $14}4 billion, seasonally
adjusted. Realization of these pro-
grams would represent a 6 percent in-
crease over this year’s average and 8
percent over the second quarter low.
Outlays would be just under the 1960
cyclical high—a result attributable to
the lower rate of investment by the
durable goods group as nondurable
goods companies’ expenditures are
scheduled well above 1960 rates. The
uptrend in manufacturing is broadly
based, but a few key durable goods
industries have as yet shown only little
response to the business recovery.

Capital spending by heavy goods
producers declined through the third
quarter of this year, thus reaching a
cyclical low later than for most other
industry groups. Unfilled order-delivery
ratios, which are historically low in
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many of these industries, point to the
absence of strong pressures for addi-
tional capacity from this source. Exist-
ing capacity, however, includes large
amounts of older, high-cost equipment
in terms of current production. The
need to improve market position as well
as the recent upturn in output and new
orders has resulted in the programing
of higher outlays for plant and equip-
ment in the final quarter of this year
and in the opening months of 1962.
The seasonally adjusted annual rate
projected for the first quarter of 1962
is up one-tenth from this year’s low.

Plant and equipment spending by
individual durable goods industries in
recent years are shown in the chart.
All of the component industries show
actual investment in the 1960-61 period
and projected outlays in early 1962
below 1957 rates with the exception of
electrical machinery. During the same
period sales of durable goods manu-
facturers expanded substantially, and
the difference in trends largely reflects
the bunching of capital goods buying
in the 1955-57 period.

One of the sharpest percentage
advances projected for the current

PLANT AND EQUIPMENT EXPENDITURES
IN EARLY 1962

Scheduled 6 Percent Higher Than 1961 Rate

Billion Dollars, Seasonally
Adjusted, at Annual Rates
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recovery is in primary metals (see
chart). This industry had shown a
relatively weak rebound during the
1959-60 expansion, but currently it
is concentrating on expanding invest-
ment designed to increase efficiency,
and on the development of new products
to improve its competitive position
with other suppliers ol basic materials.
Stili, planned capital expenditures for
the opening quarter of 1962 will be
below the corresponding period of 1961.

The programed pickup by nonelec-
trical machinery manufacturers is also
substantial.  Expenditures by this
capital-goods supplying industry are
expected to approach $1% billion at a
scasonally adjusted annual rate in the
first quarter of 1962, exceeding the 1960
high quarter. In contrast, actual and
planned expenditures for fixed assets by
electrical machinery producers have
held relatively steady since the first
quarter of 1961—at a rate just under
the all-time high in 1960.

Motor vehicle producers expect capi-
tal outlays in this quarter and in early
1962 to be up moderately from the
third quarter, after seasonal allowances.
Projected annual rates, however, will
be well under those of 1960 and less
than one-half the record 1956 total.
Among durable goods industries pri-
marily supplying the construction in-
dustry—lumber, fabricated metal prod-
ucts, and stone, clay and glass—the
low in investment occurred early in
1961 and capital expenditures show a
steady recovery.

Investment by nondurable goods
producers is expected to reach $7.8
billion, at a seasonally adjusted annual
rate, early next year. This is within
5 percent of the 1957 high and up
almost one-tenth from the first quarter
low in 1961.

Higher capital outlays for the fourth
and first quarters over those of the third
quarter of 1961 were reported by all
major industries within the nondurable
goods group, with the exception of the
petroleum and rubber industries where
expenditures are held close to third
quarter rates. Rubber manufacturers’
project outlays at about record rates.
Investment by petroleum producers
currently is about one-fifth under that
in 1956-57 when great efforts to enlarge
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petroleum output were stimulated by
the Suez crisis.

Although current capacity is in
excess for some types of chemicals,
the industry as a whole appears to be
resuming the uptrend in investment
which began in early 1959 and was
interrupted by a drop only in the first
quarter of this year. At an annual
rate of nearly $1% billion, programs
in the first quarter of 1962 would be
higher than in any period, except the
third and fourth quarters of 1957.
Producers of paper produets anticipate
a substantial rise from the third quarter
1961 low to the first quarter of 1962.

5

The increase will not, however, bring
seasonally adjusted investment back
to the 1960 high quarter.

Textile manufacturers have enlarged
capital budgets, with plans for new
facilities in excess of $% billion in the
opening quarter of next year—about
the samne rate as at the height of the
1960 expansion. Capital outlays by
this industry had not exceeded the
$% billion rate between 1951 and 1960.
Moderate increases planned by the
food-beverage group will raise spending
to a rate of about $1 billion. Invest-
ment in excess of $1 billion was recorded
by the industry ouly in the early post-

PLANT AND EQUIPMENT EXPENDITURES—Most Major Industries
Show Recovery but Planned Increases Are as Yet Moderate
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war period when the developments in
frozen foods required additional fa-
cilities.

Record in nonmanufacturing
expected

Current plans by firms engaged in
nonmanufacturing activities call for in-
vestment at a record seasonally ad-
justed annual rate of $22 billion in the
first quarter of 1962. Sectors which
have been strongest in the business
investment picture in recent years
continue to pace the field and to be
primarily responsible for the expected
high expenditures, i.e., communications
and commercial firms.

While not bulking large in the total,
outlays by the railroads have been in
the limelight because of their financial
plight and of the importance of the
rails to the economy. Investment by
the railroads has been in a declining
trend through 1961. Total outlays for
the year 1961 will be somewhat higher
than previously estimated, and pro-
grams for the first quarter of 1962

SURVEY OF CURRENT BUSINESS

indicate a stepped-up rate from 1961.
Even so, the expected rate as 1962
starts will be less than half that of 1957.

In transportation other than rails,
trucking firms have also revised up-
wards estimates of total outlays for
1961 and budgeted a rise in capital
spending for the first quarter of next
vear. Airlines, on the other hand, will
not equal earlier 1961 anticipations,
and a rather sharp drop in investment
is expected in the first quarter, to a rate
about two-thirds the record in late
1959 when payments for the acquisition
of jet planes were at their peak. Jet
carrying capacity for most of the major
airlines now appears ample in the
short-run with the consequent lessening
of pressures for additional planes.

Utility programs lower

Utility companies expect to reduce
outlays in the first quarter of 1962 from
the seasonally adjusted rates in the last
two quarters of this year. For the
group as a whole, plant and equipment
expenditures during the final 3 months
of this year will be up 6 percent from
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the first quarter low; spending in the
opening quarter of next year would
still be 3 percent over the low. Total
purchases for the year 1961, at $5.6
billion, are little changed from 1960,
and about one-tenth under last March’s
projection for this year.

The first quarter 1962 dip—as well
as most of the year’s setback in pro-
grams—centered in gas utility com-
panies. Here there have been sub-
stantial postponements in plans as
prospective marketing areas are being
restudied. Electric power companies’
outlays for new facilities have shown
minor fluctuations during the quarters
of 1961. First quarter schedules are
just above those rates for the closing
quarter of this year, aflter seasonal
allowances, but are not quite equal to
the 1960 high.

Peak commercial outlays

Investment by commercial firms and
communication companies is expected
to be $13 billion, on a seasonally ad-
justed annual basis, in the first quarter
of 1962. This volume—if achieved—

Table 3.~Expenditures on New Plant and Equipment by U.S. Business 1, 1959-62

[Billions of dollars]

]
Annual Unadjusted Seasonally adjusted at annual rates
1961 1062 1961 | 1082
1950 | 1960 | 19612 |
Jan. Apr.- | July- | Oct Jan.- | Jan.- | Apr.- | July- [ Oect- | Jan.-
Mar June | Sept. | Dec.? | Mar.2 | Mar. | June | Sept. | Dec.? } Mar.?
' T
Manufacturing industries_ .. ____.___ 12,07 14,48 3.46 3.31 3,02, 3,17 13.75 13. 50 13.63 14,00 14,35
Durable goods industries_.__________ ... . ... ... 5,77 7. 18 1.58 L50 L79 1.45 6.50 6,20 6,10 6,35 6.7
Primary iron and steel____ R 1.04 1.60 .28 .26 .33 .26 1.35 1.05 1.10 1.10 1.260
Primary nonferrous metal_________________________________ .31 .31 .07 .06 .06 .05 .30 .25 .25 25 25
Electrical machinery and equipment. ..o . ... . .52 .68 L7 7 .21 .14 .70 70 .70 .70 i
Machincry, except clectri L9l 1.19 28 L5 .81 .27 1.15 1. 10 1.05 1.10 120
Motor vehicles and pe 64 .89 .20 19 .20 .16 .70 .80 70 .75 78
Transportation equipment. .39 .42 .10 L08 L1 .09 .40 .40 33 10 40
Stone, clay, and glass .83 62 12 12 .14 12
Other durable goods 3 1.4 1. 56 36 .36 .42 .33
Nondurable goods industries 6,29 7.30 1.88 2,13 1.72 7
TFood and beverage.__. L83 .02 25 25 2
Textile. oo 41 53 L12 1 L15
Paper... ... 63 gl A7 il L8
Chemieal . _____ 1.23 160 .42 A8
Petroleum und coal 2,49 2,64 .70 .84
Rubber___.__________ 19 .23 .05 .06
Other nondurable gocds 4 31 .64 .17 .20
MRING oo 99 .99 99 .21 26 .25 .27 22 .95 1,00 1.06 1.6¢ 169
Ratroad ... . ol L02 1.63 .67 A7 .18 16 16 17 70 70 .65 60 3Y
Transportation, other thanrail.. . . ... 2,02 1.9 1.84 LAl 48 .47 4% 49 1,75 1.80 1,90 1.90 1. 50
Public utilities .. e 5,67 5,68 5,56 1,09 1.39 1.50 1.59 i.10 5.35 5.59 5,65 5,70 5.50
Communication. .. ... 2,67 3.13 .75 .81 .78 ]
11.71 3.24 3.04 11,30 11,05 11,85 12,63 12, %0
Commercial and other 5 8.21 8.44 1.94 2,04 2.16 [
32,54 | 35.68 | 34.50 7.37 8.61 8.65 9,67 8.11| 33,85 | 33.50| 34.70 | 35,90 36. 50

1. Data exclude expenditures of agricultural business and outlays charged to current ac-

count.

2. Estimates for the year 1961 arc based on actual capital expenditures for the first three
quarters and anticipated capital expenditures for the final quarter of the year.
were reported by business in late October and November 1961,

been adjusted when necessary for systematic tendencies.

3. Includes fabricated metal, lumber, furniture, instrument, ordnance, and miscellaneous

industries.

4. Includes apparel, tobacco, leather, and printing and publishing.

5. Includes trade, service, finance, and construction. The anticipated expenditures and

These data
The anticipated data have

and Exchange Commission.

the seasonally adjusted data also include communications.

Note: Details may not add to totals due to rounding. Data for earlier years were published
in the June 1956, March 1958, and March 1960 Survey of Current Business.

Sources: U.S. Department of Commerce, Office of Business Economics, and Securities
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would be 10 percent higher than the
enlarged investment of 1961 and will
exceed the previous peak.

Trade firms are primarily responsible
[or the growing investment of the group.
Persistant growth of suburban shopping
areas combined with downtown reno-
vation plans have resulted in making
this area currently one of the most
dynamic sources of demand for capital

SURVEY OF CURRENT BUSINESS

goods. Expenditure estimates for 1961
have been pushed steadily upward dur-
ing the year. First quarter 1962 plans
mark a substantial further advance.
Investment by communications com-
panies continue as a major investment
influence, posting another record high
in 1961. Expenditures tended upward
throughout 1961 and are expected to
rise in the opening months of next year.

Manufacturers Expect Higher Sales and Inventories in Early 1962

MANUFACTURERS have experi-
enced substantial advances in sales
from last winter’s lows and now look
forward to further gains in the near-
term, according to the latest quarterly
survey of manufacturers’ anticipations
conducted in November. Further in-
ventory accumulation is also expected,
although the moderateness of the pro-
jected rise points to a continuation of
the rather conservative inventory in-
vestment policy that has been so evident
in recent years. The survey finds that
manufacturers viewed their inventory
condition at the start of the current
quarter as considerably more favorable
than in earlier periods of 1961.

Sales in early 1962 are expected to
be about 4 percent higher than the
actual value of shipments during the
third quarter of this year on a season-
ally adjusted basis, The anticipated
inventory expansion during the 6
months period from September 30,
1961, to March 31, 1962, would approx-
imate 3 percent, or $1.8 billion, season-
ally adjusted. Manulucturers’ stocks
were virtually unchanged in the second
quarter of 1961 and rose $1 billion in
the third quarter.

Projections for the fourth quarter of
this vear are fairly well in line with
available data on sales and inventory
changes for October and carly indica-
tions for November. Manufacturers in
their first quarter projcctions look for-
ward to a somewhat larger inventory
accumulation, and a smaller gain in
sales, than anticipated in the final 3
months of this vear.

Record sales ahead

If factory shipments advance in
accordance with producers expecta-
tions, the fourth and first quarter
totals would represent successive new
highs. Expected shipments in the first
quarter 1962 total $97.3 billion, season-
ally adjusted, 4 percent higher than
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the cyclical peak reached in the first
quarter ol 1960. Practically all of the
advance would represent larger volume
as there has been little change in overall
factory prices over the period.

The recovery in manufacturers’ ship-
ments since the cyclical low early this
year has been faster in the volatile
durable goods industries than in non-
durables, as is typical in early stages
of recoveries. Anticipations from the
present survey indicate that this differ-
ential rate of advance will continue
into early 1962.

Paced by transportation equipment,
steel and fabricated metals producers,
total heavy goods deliveries are ex-
pected to move up 3 percent from the
third to the fourth quarter, and then
increase another 2 percent in the open-
ing 3 months of 1962; sales had risen
3 percent in the third quarter of this
year. Deliveries at the expected vol-
ume in the first quarter would be more

MANUFACTURERS EXPECT HIGHER SALES AND INVENTORIES

Inventories Have Risen Less Than Sales

Realization of Anticipations Would Further Reduce Stock-Sales Ratios

Billion $ (ratio scale) Billion $
40 40
DURABLE GOODS PRODUCERS NONDURABLE GOODS PRODUCERS
YN .-"'o.. o o]
30T, et were L - 30
Seece \ Inventories
Inventories 0?0
20 b - - 20
Sales Sales
10 |- 4+ - 10
fmdl | fomel ol l [ HE Y Lol ! | -1 i L' ! 1 ‘ Il 1 i 1 i [ |
Ratio Ratio
) ;f\w Il I
2.0k / "’Lﬁj -1 — inventory ~ Sales Ratio —2.0
Inventory — Sales Ratio /
1.5+ -1 - 1.5
oo b b by po e by by e b
1957 1958 1959 1960 1961 1962 1957 1958 1959 1960 1961 1962
Quarterly , Seasonolly Adjusted
O Anticipated
NOTE: Inventories are book values'; soles, Monthly average for quarter
U. S. Department of Commerce, Office of Business Economics 61-12-8
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than one-sixth higher than the eyelical
fow a year earlier—a somewhat smaller
inerease than occurred in the previous
postwar recovery periods.

Soft-goods shipments are expected
to expand about 1 percent, seasonally
adjusted, in each of the current and
next quarters, according to the survey
results; this compares with an almost
2 percent rise in the third quarter of
this vear. Larger-than-average sales
increases {rom third quarter rates are
projected by chemieals, oil, rubber and
paper companies.  As in the case of
durables; the expeeted advances would
raize first quarter deliveries well over
previous highs.  The rate of recovery
for sales of these industries has been
a little slower than in 1958-39 but
fastor than in 1954-355.

Accumulation larger in durables

Two-thirds of the anticipated inven-
tory increases in the fourth and first
quarters are accounted for by durable
goods manufacturing companics. For
this group, inventory book values are
expected to rise $600 million during the
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current quarter, after allowance for sea-
sonal influences. This rate of accumu-
lation would be somewhat smaller than
the actual increment in the third quar-
ter. The expected rise of an additional
$600 million in the first quarter would
bring the end-ol-Mareh book value for
the heavy goods group to $32% billion,
back to the previous high in June 1950.

Expeeted additions to inventories by
solt-goods manufacturing companies in
the fourth quurter would be $300 mil-
lion—a larger rise than occurred during
the third quarter. Book values of these
producers is anticipated to increase an-
other 8% billion in the first 3 mounths of
1962. These additions would continue
the long uptrend which began in late
1958. During the 1960-61 downturn
there was no net liquidation of stocks
by the solt goods group but bock val-
ues held on a plateau, from mid-1666
through early 1961.

The slightly larger advances expected
in sales than inventories imply some
falling off in inventory-sales ratios dur-
ing the last quarter of this year and
the first quarter of next. By early
1962 stocks-sales ratios will be about

CHANGES IN MANUFACTURERS’ SALES AND INVENTORIES

Actual Compared With Businessmen’s Anticipations

Surveys Thus Far Have Fairly Well Predicted Short-Term Movements

Bition $

2 INVENTORIES

1959

1961 1962

Quarterly, Seasonally Adjusted

NOTE: Inventories are book values; Sales, Monthly average for Quarter.

U. S. Department of Commarce, Office of Business Economics

61-12-9
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Table 4.—Manufacturers’ Inventories and
Sales: Actual and Anticipated

[Billions of dollars]

Inventories, end s, total for

of guatter T quarter
» P
Z1E 2
|
Unadjusted >
1901—1_ .. . A3, 30.8 1 23.0 30.7 46. 6
11 > 30.5 | 23.1 449 48.3
1. 30.46 1 23.1 43.0 19.6
vt 31.5123.9 4,7 ! 49,8
I
1962—T 1. 56.8 1 82.8 1 24.0 4.7 195
Seasonally ad-
justed
1961—1 30.3 7.2 1 40.2 47.1
IT. 30.2 01,8 { 43, 4 48. 4
I 311 94.0 | 448 49. 1
IV 3.7 U6.0 | 46.3 49.7
196211 56.3 | 323 | 20.0 | 9.3 | 4.2 | a0t
‘ |

vovember.  Inventories have been corn
tendeneles in anticipatory data. : v
tories as reported before adjustment for either seasonal varia-
tions or for systematic tendeneies at the end of December are
(in billions of dollars): total $53.8, durables §30.6, nondur-
ables $23.2. The comparableanticipations for March 31, 1962
are $54.1, $31.0, and $23.1, respectively.

_Source: U.8. Department of Commerce, Office of Business
Lconomies.

1.7, according to the survey, or a little
under the rate which has existed since
mid-1961. It would be well under the
1.8 in the first quarter of 1961 at the
cyclical low of activity. For the dur-
able goods industries the anticipation
data imply a decline in the ratio to
2.0—well below the 2.2 figure obtained
a year earlier. (See chart.) Soft goods
producers have held inventories closer
to sales and have shown less fluctua-
tion in stock-sales ratios than was the
case in durables. The expected ratio

Table 5.—Manufacturers’ Evaluation of the
Condition of Their Inventories as of:!

{Percent distribution]

1960 1961
SI8I8 | 2l83181%
o st o«
ElElZ1E1E15]8
Z|lS |z |&812]= &

Total manufacturing

~1100 {100 100 {100 {100 (100 | 100
31135 18

tligh.. 1 29| 28| 22 12
About 67| 63170 |71 (77 |81] 86
Low_. 2] 11 1 1 2

Durable goods
Iigh_.
About
Low____

Nondurable goods
High____
About rig

-|100 {100 |100 {100 {100 {100 | 100

! Condition of actual inventorics relative to sales and un-
filled orders position as viewed by reporting companies.
Percent distribution of inventory book values according to
eompany’s classification of overall inventory condition.

_Source: U.S. Department of Commerce, Office of Business
Economics.
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in the first quarter of next year for
nondurables would be a little under
the 1.5 figure for the opening 3 months
of this year.

Inventory position favorable

As a regular part of the survey manu-
facturers were asked to indicate whether
they considered their inventory position
as of September as ‘high”, “about
right”’, or “low’” in light of their recent
trends in sales and unfilled orders.
Producers holding 86 percent of total
factory inventories felt that stocks were
about in line. Companies accounting
for 12 percent of total stocks felt that
inventories were “high” and 2 percent
of stocks were considered to be “low”.
These results represent a substantial
drop in the proportion of “high”
inventories from: the previous survey,
when about 18 percent of total stocks
on June 30, 1961, were so classified.
(See table 5.)

The proportion of stocks considered
“high” declined about equally among
the durable and nondurable goods
companies. In both areas the “high”
proportion was substantially smaller
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than in any other period during the 4
years over which this survey has been
made. Both groups also reported an
increase in the proportion of stocks
which were considered ‘“low” relative to
recent sales and orders positions,

In evaluating the projections in this
report, it should be noted that these
surveys have thus far fairly well pre-
dicted the direction and size of sales
and inventory movements after allow-
ance for systematic tendencies in the
anticipatory  figures. (See  chart.)
They are still exploratory in nature,
however, and there are special factors
affecting sales and inventory fluctu-
ations not completely subject to man-
agements’ control. Appraisal of in-
ventory movements in the next few
quarters may be affected not only by
the requirements of expanding output
but also by such temporary factors as
the uncertainties arising from the
coming wage negotiations in steel.
The survey does not cover a large part
of inventories—those in the hands of
nonmanufacturing firms which make
up 45 percent of the total. In this
segment, as well, there are special
factors such as the relatively low stocks
of new cars in retail dealers’ hands.

Advance in Housing Construction

THE year 1961 has been one of rising
activity in housing. On the basis of
10 months’ data, private nonfarm starts
are 1.3 million on an annual basis,
somewhat above the 1960 total with
the monthly pattern tracing a reverse
move from that recorded in the earlier
year. Last winter, starts reached a
low point of around 1 million at a
seasonally adjusted annual rate, and
since then they have moved irregularly
higher, to a 1.4 million annual rate in
October.

The current upturn in housing re-
sembles the earlier turns in its broad
setting, but the recent rise has featured
a greater proportion of conventionally-
financed bhousing and more multiple

619486°—61——2

units. The recent pattern of housing
has differed from that in the earlier
postwar years when backlog demands
were insistent. So far, the rise has
been somewhat less vigorous, reflecting
the more adequate housing supply
after the extension of the postwar high
rate of home construction for 15 years.
An important difference from 1958 in
the cyclical component of housing de-
mand is that the most recent business
recession came 1nore quickly after a
shorter and incomplete business re-
covery in 1959-60. As a consequence,
it did not follow a protracted period of
low housing starts as was the case in
1958.

Furthermore, the housing legislation
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of 1961 was somewhat later (June 30)
relative to the recession than in 1958
(April 1), and did not contain the large
sum of special assistance FNMA “par”
funds which brought a rush of applica-
tions for commitments in 1958.

The further rise in the proportion of
conventionally-financed housing stands
out in 1961 developments. This trend
had been noticeable in the 1958 upturn.
FHA-VA application or appraisal re-
quests for new housing had shown large
rises in the 1949 and 1954 upturns and
a substantial expansion in 1958. In
the recent period, such applications
were rather stable on a seasonally
adjusted basis in the latter half of
1960 and the first half of this year
before showing an upturn in the third
quarter—though this has been con-
siderably less than in earlier recoveries.
Starts under these programs remained
below the relatively low rates of a vear
earlier until October, averaging only
about one-fourth of total starts.

Conventional starts have been gen-
erally above a year ago since the first
quarter, and, in recent months, have
been about as high as in the correspond-
ing months of the boom year 1959.

More apartment building

Another distinguishing feature of this
year is the advance in apartment
building. Earlier in the postwar period
apartments had played a relatively
minor role in residential construction.
They had experienced a minor boomlet
a decade ago when unusually liberal
financing under FHA’s Section 608 was
especially attractive. After the lapse
of this section, apartment construction
declined to low rates for a number of
vears. The recent expansion has been
in two phases. Apartment house cou-
struction reached a high in early 1959,
before declining for about a year.
Then, moving against the general
decline in single residence building in
1960, apartment starts moved generally
upward and have shown a more marked
expansion this year to a new high.

Developers are taking advantage of
the accelerated amortization provisions
of the 1954 Federal Revenue Act, sonie-
times making use of syndicates for
equity financing. Apartment buying is
beginning to receive some attention
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from real estate investment trusts
organized under the new real estate
trust law of 1960.

Apartment construction is, of course,
primarily an urban activity, but more
specifically it is quite concentrated in
a few of the big metropolitan areas.
Six large metropolitan areas account
for half of the total multi-family starts
as compared with only about one-fifth of
1-family starts. Nevertheless, the cur-
rent rise is a rather broad one, with
the expansion outside the six large
metropolitan areas keeping pace with
the big-city gain.

A related development that is a sig-
nificant influence affecting economic
activity as well as the urban landscape
is the new boom in hotel and motel
construction. The “non-housekeeping”
group has shown a further advance this
year following the rising trend that, in
the last 5 years, has brought a doubling
in the rate of such spending.

Single-family lousing starts have
risen during the course of this year.
As shown in the accompanying chart
they dropped very sharply late in 1960
and remained Jow at the beginning of
this year.
spring and early summer was more
than seasonal, and the gains have been
held. In recent months, such activity

The forward move in the
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has been about even with a year ago,
but the total for the first 9 months is
a little below the similar period of 1960.
Thus, those supplying industries which
are principally related to 1-family hous-
ing—e.g. lumber producers—have expe-
rienced a market for 1961 as a whole
which is not much different in the aggre-
gate from the rather disappointing 1960
Seasoll.

Just as the year 1961 has been rather
unusual in terms of the character and
the trend of residential starts and
activity, so the financing has not fol-
lowed the general pattern of other
recovery vears. It was similar, how-
ever, in that the flow of savings into
lending institutions was high and the
relatively low ecredit requirements of
business (and consumers) left a good
supply of funds available for residential
financing.

Maximum interest rates for FHA
loans were reduced in two steps from

5% to 5% during the first half of the
vear. This was a period of casing in

the money market, and there was a
general reduction in the effective vields
on FHA mortgages. An increase oc-
curred in existing house financing with
FHA-guarantee, but FHA-VA new
home loans closed declined to an
unusually low rate in the first hall of
the year, falling even below earlier

HOUSING CONTRIBUTES TO RECENT ECONOMIC ADVANCE

Thousand Units

2000 [ bRIVATE NONFARM |
HOUSING STARTS
1,500 T New Series ——Y\ .
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periods of tight money. Some small
rise occurred in the autumn, but any
considerable rise must await a more
pronounced upturn in FHA-VA starts.
Among institutional lenders, FHA-VA
net acquisition of loans was limited

Table 6.—Private Nonfarm Housing

[Thousands, unadjusted at annual rate}

FHA-VA
Conven-
tional
starts Starts | Applica- | Loans
tions closed
1959

910 370 690 390
1,250 540 920 400
1,170 490 620 390
890 360 460 380
770 280 480 330
1,000 400 520 300
970 350 460 340
760 290 400 320
250 470 270
350 560 250
350 530 280

Sources: Bureau of the Census, Federal 1Iousing Admin-
istration, and Veterans Administration.

chiefly to mutual savings banks, and
to a lesser extent to savings and loan
associations. Life insurance companies
and commercial banks, which had
acquired considerable quantities of such
loans in other recovery years, have
made only limited net acquisitions in
1961.

In the conventional loan market,
commercial banks have had some net
acquisition of home mortgages since the
first quarter of the year and life in-
surance companies have increased mort-
gage lending during the year. But
the largest increase in mortgage lending
has been by the savings and loan
associations. With a large flow of
savings, they have stepped up lending
aided by borrowing from the Federal
Home Loan Banks. Their commit-
ments for loans have reached high
rates in recent months. Despite some
lag in single-family starts as compared
with a year earlier, savings and loan
financing of new construection, which
is limited largely to houses, has shown
a significant increase this year.

The average interest rate of saving
and loan mortgages showed a gradual
decrease during the first several months
of the year with rates on new homes
declining from a little above 6 percent
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to a little below in most areas of
the country. In recent months some
increases in rates have been common.
The average amount of mortgages in-
creased appreciably in the first nine
months of 1961. 'The rise this year
has occurred at a time when the aver-
age permit value for all new homes has
shown little change, and the average
mortgage value for new units guaran-
teed or insured by FHA-VA has de-
clined a bit.

At the end of July, the Federal Home
Loan Bank Board made a counsiderable
liberalization in maximum saving and
loan mortgages for houses costing over
$20,000, and a larger proportion of
lending may be made in the mortgages
requiring lower downpayments. Any
considerable movement by the savings
and loan associations toward the maxi-
mum loans permitted under the new
regulations would reduce the demand
for junior mortgage financing. How-
ever, the distribution of loans actually
made by the saving associations up
to the time of the recent liberalization
shows that most associations were
making few loans in the most liberal

RESIDENTIAL ACTIVITY

Cne-Family Housing Starts Predominate
but Multi-Family Now at a High Rate
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categories permitted under prior regu-
lations.

As construction has tended upward
during the year, mortgage lending has
increased in volume. An easy money
market has continued and the inflow
of funds into savings institutions re-
mains at a high rate, only moderately
below the unusually large inflow in the
first half. With only a limited increase
in business demands for credit, the
funds available for housing financing
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have remained in good supply at only
slightly advancing interest rates in
recent months. The supply of credit
appears adequate to finance further
economic expansion; and the business
credit requirements implied in the
present projected capital programs do
not appear to impinge upon residential
credit sources. Moreover, the rising
multi-family sector is traditionally less
sensitive than 1-family housing to
changes in interest rates.

Pattern of Retirement and Other Transfer Income Flow

WITH the economic recovery well
underway, and the advance to yearend
both sharp and substantial, it i1s an
appropriate time to review the role of
the transfer payments portion of the
personal income flow in the most recent
business cycle. Transfer payments rep-
resent individuals’ monev receipts for
which no cwrrent services are rendered;
benefits paid under major government
social insurance programs bulk large
in these payments. The highlights are
presented in the accompanying chart
which reveals that such income is now
approaching an annual rate of $35
billion, or 8 percent of all personal
income.

About one-fourth of the rise in trans-
fer incomes from the third quarter of
last year to the same period this year
reflects increased payments to the un-
employed, but a larger part is due to
the continued long-run growth in re-
tirement programs. The Unemploy-
ment Compensation Program operates
as a countercyclical measure, while the
growth of the latter operates as a
stabilizing influence on buying power
during recessions. The chart illustrates
the large postwar increase in these
retirement programs, as well as the
fluctuations in the flow of unemploy-
ment benefits. In most recent months,
retirement income has continued to
advance, offsetting since this spring the
decline in unemployment benefits which
has accompanied the business recovery.

Within the past year, as reviewed in
earlier issues of the Survey, the
Federal Government took special action
to bolster the flow of income, not only
through stepped-up unemployment ben-
efits but through an acceleration of
National Service Life Insurance divi-
dend payments by $150 million in
March, and a special payment of $219
million in July.

Cyclical fluctuations

During the contraction phase of each
of the postwar cyclical movements in
business, personal income from current
production has declined, but transfer
income has risen sharply and has con-
tinued up during the early stages of
recovery. About the time that income
from current production has reattained
its prerecession highs, the advance has
been temporarily arrested but only for
one or two quarters.

Though a definite pattern of transfler
movements is apparent in the postwar
years, the relative offsets to the declines
in “earned” income from current pro-
duction have not been wuniform, as
indicated in table 7. The cyclical peaks
and troughs used in table 7 are those
marked out by income earned from
current production. Quarterly data
are used in order to eliminate some of
the irregularities in the monthly figures.
These as well as monthly figures indi-
cate generally that transfers have offset
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an increasing proportion of the decline
in income from production.

Transfers in the 1960-61 contraction
offset about two-thirds of the $3-billion
fall in “earned’ income from the third
quarter of 1960 to the first quarter of
1961 (seasonally adjusted annual rate).
The proportion offset would be about
five-sixths if the special NSLI dividend
were included. As a result of the step-
up in transfers, total personal income
continued to advance into the fourth
quarter of 1960 after which it was off
only slightly in the first quarter of
1961. As the chart indicates, the cycli-
cal decline was comparatively mild and
short-lived.

In the 1953-54 and 1957-58 cyclical
downturns, earned income was reduced
from peak to trough by $4 and $5 bil-
lion, respectively, at seasonally adjusted
annual rates, with transfer income off-
setting about 50 percent of the decline.
In the 1953-54 downturn, moreover,
total personal income bottomed out one
quarterly period earlier than the net
measure as the result of rising transfers.

The 1948-49 downturn in income was
the sharpest of the postwar declines.
From the fourth quarter of 1948 to the
third quarter of 1949, personal income
from current production fell by $9 bil-
lion, on an annual basis, while total
personal income fell roughly $7 billion;
thus the increase in transfers offset
somewhat more than one-fifth of the
fall in incomes from current production.

Recession effect of unemployment
benefits

Among transfer payments unemploy-
ment benefits, consisting of separate
State programs administered within a
broad framework of Federal regulations,
and the Federal railroad unemployment
insurance program, stand out as a prin-
cipal stabilizing device. In the 1948-49
contraction, unemployment insurance
benefits increased about $1 billion at
annual rates, offsetting 13 percent of
the drop in earned income. In the
1953-54 and 1957-58 contractions these
benefits rose by roughly $1% billion and
in 1960-61 by about $1 billion, off-
setting in each case about one-third of
the much smaller reductions in income
(see table 7).

Amendments to the various State
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programs have been important factors
in the improved performance of unem-
ployment compensation programns in
contractions, Effective in 1956, the
Federal unemployment tax law was ex-
tended to include firms employing four
or more workers in at least 20 weeks of

PERSONAL INCOME
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the year; previously, the program had
been restricted to firms employing eight
or more persons. Individual States
have also made improvements on their
own, increasing maximum allowable
benefits and their duration. It should
be noted that the two Federal tempo-
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Continved Substantial Growth in Retirement Programs and Payments
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rary unemployment benefit programs
in 1958 and 1961 had their impact after
the trough in “currently earned’” income
was reached.

Large expansion in OASI

The chart also makes clear the
dominance of the many programs not
specifically related to cyelical changes
in business. Growth here has been
particularly significant under the vari-
ous government civilian retirement
programs mentioned earlier, consisting
of Federal, State and local government
retivement and pension benefits, rail-
road workers retirement disbursements
and payments under the Federal old
age insurance system.

In 1961, civilian benefits amounting
to $16 billion were paid out, as com-
pared with the $1 billion of 1947; this
rise has centered largely in payments
under the OASI program, with benefits
in 1961 of %13 billion. The large ex-
pansion reflects not only normal growth,

Table 7.—Changes in Personal Income and
Transfer Portion in Recessions and Early
Recovery

[Billions of dollars, seasonally adjusted at annual rates]

A. FROM PEAK TO TROUGH IN PERSONAL
INCOME FROM PRODUCTION

4Q 3Q 3Q | 3Q
1948~ | 1953~ | 1957~ | 1960~

3Q 2Q 1Q 1Q

1949 | 1954 | 1958 | 1961

Decline in personal income ex-

cluding transfers. 9.2 | —421-5.21 —3.1
Increase in total transfers_______ 2.0 2.0 2.6 2.6
Unemployment benefits_____._ L2 1.4 1.6 1.1
Civilian retirement benefits__. . .1 .5 .5 .6
Veterans’ benefits.____________ .1 0 .3 .2
Public assistance and other____ .6 0 .3 8
Decline in total personal income_|—7.2 |—2.2 |—2.6 | —.5

B. FROM TROUGH TO REATTAINMENT OF PEAK
IN PERSONAL INCOME FROM PRODUCTION

3Q | 2Q | 1Q | 1Q
1949- 1 1954~ | 1958- | 1961
2Q 4Q 3Q 2Q
1950 | 1954 | 1958 | 1961
Increase in personal income ex-
cluding transfers__.____________ 1.9 | 5.6 8.8 7.7
Increase in total transfers___.__ 24| Lo} 27 .9
Unemployment benefits______. —.3 it 1.7 .8
Civilian retirement benefits_.___| .2 .7 .9 .8
Veterans” benefits.__._____ q .4 3 —1 1
Public assistance and other_.__| 2.1} —.1 .21 —6
Increase in total personal in-
COME. ..o 4.3 6.6 | 1L5 8.6

NortE: Detail may not add due to rounding.

Source: U.S. Department of Commerce, Office of Business
Economics.
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as the program moves toward maturity,
but also the effects of legislative amend-
ments providing increased benefits,
extended coverage, and liberalized re-
tirement requirements.

In 1961, total veterans’ benefits
amounted to about $4.5 billion. While
this was about $2 billion lower than the
pealt year of 1947, there has been
some increase in recent years, As a
consequence of veterans’ unemploy-
ment programs in recessions, and the
long-run growth in veterans’ retirement
and pension benefits, total veterans’
payments have shown some firming in
business contractions.

13

Role in business expansions

The underlying secular growth in
payments under the various noncyclical
programs has been the major expan-
sionary factor behind transfers in the
early recovery phase of cycles. In
addition, unemployment benefits have
not fallen as soon as income has recov-
ered because of the lag in unemploy-
ment rates behind turning points in
personal income. In the past two
recoveries, unemployment benefits have
increased substantially for one or two
quarters beyond the low quarters in

(Continued on p. 23)

Corporate Profits and National Income

THIRD-QUARTER corporate earn-
ings reached a seasonally adjusted
annual rate of $47 billion, an increase
of $1% billion from the second-quarter
rate of $45% billion. This gain, which
followed a sharp rise of $5% billion
from the first quarter cyclical low,
reflects a corresponding slowdown in the
advance of total GNP. A substantial
increase in production and a continuing
rise in profits are expected in the final
months of the year.

Profits, including inventory valua-
tion gains and losses due to price
changes in addition to earnings [rom
current production, rose from $45.2
billion in the second quarter to $47.2
billion in the third. The somewhat
larger increase in this measure of profits
reflected a shift from inventory valua-
tion losses to gains.

With taxes taking about half of
total corporate income, profits alter
taxes increased $1 billion to $23.8
billion in the third quarter.

Dividend payments which have held
steady over the cycle have shown only
a slight rise so far this year, leaving the
bulk of the increase in the after-tax
total as undistributed profits. The
latter advanced to $9% billion in the
third quarter, a rise of about $1 billion
over the second quarter and of about
$3% billion over the first.

By the third quarter, total corporate
earnings had virtually regained the
cyclical peak of the first quarter of
1960, but the recovery was uneven
industrially. Third quarter earnings
for most major industrial groups ex-
cecded those of last year. Profits in
durable goods manufactures and trans-
portation, which had sustained the
largest losses in the subsequent down-
turn, were exceptions. Though scoring
the sharpest rises since this year’s first
quarter low, they were still about
one-seventh below earnings in early
1960. In manufacturing, the lag cen-
tered in the primary metals, machinery,
and automobile industries; in trans-
portation, it reflected mainly the un-
favorable experience of the railroads.

With third quarter profits data now
available, national income is estimated
at an annual rate of $434 billion. This
total is $8 billion above the second
quarter of the year—the previous high.
In addition to the rise noted in corpo-
rate earnings, compensation of employ-
ecs expanded $6 billion, at an annual
rate, as employment, hourly earnings,
and the workweek all increased. Pro-
prietors’ income and net interest rose
slightly, while rental income was un-
changed.
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Table 8.—National Income by Type of Income (I~8, I-9)
[Billions of dollars]
1960 1961
195819591960 | III | IV | I Ir | I1X
Seasonally adjusted at
annual rates
National income . _ .. __..._......_.... 367, 4(399, 6417, 1{419, 0(416, 5412, 21426, 0(434, 3
Comp of loyees. ..o 257, 11278, 4|293. 7,296, 0{294, 0292, 6/300, 2(306, 2
Wages and salaries. ... ... _.____.... 230. 8{258. 5{271. 3|273. 2271. 3|270. 1{277. 3|282. 7
Private .. 196, 6|213. 21223. 01224. 2(221. 6{219. 7|226. 0|230. 7
Military_ ... ___ 2 9.91 9.9| 10.0] 10.1| 10. 1} 10.2
Government civilian 38.5) 39.1) 39.7| 40.3) 41.2] 41.9
Supplements to wages and salaries..___ ... 17.3] 20.0f 22.4| 22.7| 22.7| 22. 5] 22.9] 23.4
Employer contributions for social
insurance 8.0 9.7[ 11.5| 11.8| 11.5] 11.7} 12.0{ 12.2
Other labor income.__ 9.4| 10.3] 10.9| 10.9] 11.2| 10.8] 10.8] 11.2
Employer contributions to private
pension and welfare funds. __.___ 7.3] 80| 850 || |aamas
Other_ .. ... 2.1 2.3 24|l
Proprietors’income__ . ________._ . ____.______ 46, 1( 46.3| 48.2f 48.7| 49.0| 48,9} 49.2] 49,4
Business and professional -1 32.5{ 35.0| 36.2( 36.3| 36.3} 36.0( 36.3| 36.6
Income of unincorporated enterprises..{ 32.6{ 35.2| 36.3).___ || . | ... |--...
Inventory valuation adjustment__.____ Bl (R I | SURUUDY U SR U SO,
2} o ¢« DU 13.5 11.3| 12.0f 12.4| 12.7{ 12.9} 12.9{ 12.8
Rental income of persons__._.____.._.________. 12,21 11,9 11.7¢ 11, 7] 11, 7] 115! 11,5} 11,5
Corporate profits and inventory valuation
adjustment. . ____ ... 45,1] 44.1{ 42,9) 40.0| 45.5| 47.0
Profits before tax. ... ... ... 45.0| 43.2| 42.6] 39.6] 45.2) 47.2
Profits tax liability 22.3) 21. 4| 21.1) 19.6] 22.4] 23.3
Profits after tax. . 22.7| 21.71 21.4/ 20.0| 22.8! 23.8
Dividends. __.._._________ 14.1] 14.1} 14.3| 14.2( 14. 2 14.3
Undistributed profits 8.6| 7.6f 7.2] 5.8 86 9.5
Inventory valuation adjustment_ ... ... —.8] —.5 .0, .9 .3 .4/ .3 —-.2
Netinterest .. o iean 14,8| 16,6] 18,4| 18.6| 18.9] 19,2 19.6| 20,2
Table 9.—National Income by Industry Division (I-11)
[Billions of dollars]
1960 1961
1958 | 1959 | 1960 | IIT | IV I II juss
Seasonally adjusted at
annual rates
All industries, total____._______ 367.4 |399.6 (417.1 [419.0 [416,5 |412,2 {426,0 | 434.3
Agriculture, forestry, and fisheries... .. 18.3 | 16.3 | 17.2 § 17.5 | 17.8 | 17.9 | 18.0 18.2
Manufacturing ___________________ ____ 103.8 {119.6 [121.5 {120.8 |117.5 }113.1 [120.7 | 123.6
Durable-goods industries____ 60.8 | 71.5 1 72.5 | 71.4 1 69.2 | 65.4 | 70.8 1 73.1
Nondurable-goeds industries.. ... 43.0 1 48.0 | 49.0 { 49.3 | 48.3 | 47.7 | 49.9 | 50.5
Wholesale and retail trade.._...._..... 61.1}66.4|68.8(69.2[685)682]|70.8] 72.0
Finance, insurance, and real estate_..__ 37.6 ] 40.1 | 42.3]42.5|42.8|42.9]43.3| 43.6
Transportation. ... ... 16.4 | 17.6 | 17.8 1 17.7 1 17.3 | 16.9 } 17.1 | 17.6
Communications and public utilities-_| 14.2 [ 15.3 | 16.6 | 16.8 | 17.0 | 17.0 | 17.3 | 17.5
erviees. .o el 41.9 | 45.9 | 50.0 | 50.5 | 51.0 | 51.3 | 52.0 53.5
Government and government enter-
PIISES . oo oo 46.6 | 49.0 | 52.5 | 53.3 | 54.0 | 54.8 | 55.8 | 56.7
Other 27.4120.3|30.3§30.830.4130.0;3L0]| 3.7
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Table 10.~National Income by Corporate and Noncorporate Form
of Organization (I-14)

[Billions of dollars]

1960 1961
1958 | 1959 | 1960 | III { IV X II 1
Seasonally adjusted at
annual rates
National income___.___________ 367.4( 399,6] 417.1] 419.0} 416, 5] 412,2] 426,0| 4343
Income originating in corporate busi-
NS, e 195, 8] 219, 8| 226.5| 226,5| 222, 5| 217,5) 228.5{ 233,38
Compensation of employees_______ 159. 5| 174. 2| 182. 4] 183.3] 180. 8] 178.9| 184.2] 187.4
Wages and salaries._..._..____ 147. 4] 160.2| 166.9| 167. 6] 165. 2] 163. 6] 168. 6| 171. @
Supplements to wages and
salaries ... ______.__________ 12.1| 14.0| 15.5/ 15.7] 15.6/ 15.3] 15.6; 16.¢
Corporate profits and inventory
valuatiyn adjustment 1. .-l 35.4] 44.6] 43.2f 42,4} 40.9] 37.8] 43.5] 45.0
Profits bafora tax 1 __ | 35.8] 45.0f 43.2| 41.4] 40.5] 37.4| 43.2{ 45.1
Profits tax liabilit 18.6) 23.1) 22.31 21.4] 2L1] 19.6] 22.4| 23.3
Profitsaftartaxt .. ______. 17.0{ 21.9] 20.8 20.0] 19.4] 17.8] 20.8 2L &
Inventory valuation adjust-
menb._ ... . ._._.__. -3 —.5 .0 .9 .3 .4 .3 —.3
Net interest. ... ... ... L9 Lo .8 .8 .8 .8 .9 .9
Income originating outside corporate
business_____._.___ ... ... 171.6) 179, 8] 190.6| 192, 6] 194, 0} 194.6] 197,.6} 200. 9
t Exciudes corporate profits originating in the rest of the world sactor.
Table 11.—Sources and Uses of Gross Saving (V=2)
[Biilions of dollars)
1960 1961
1958 | 1939 | 1960 | III | IV 1 1I IIY
Seasonally adjusted at annual
rates
Gross private saving...._____..__.__.___ 63.5 ) 74,0 | 74,6 | 76,4 [ 73.9 | 74,0 | 79,7 | 81.8
Personal saving________ . _.___.____ 24.7 1234229 24.6122.7237] 28| 26.8
Undistributed corporate profits.__.| 6.4 10.3( 86| 7.6 7.2| 58| 8.6 9.5
Corporate inventory valuation
adjustment ... .____.__________._ —3|—5 .0 .9 .3 .4 3 —3
Capital consumption allowance___.| 38.6 | 40.8 | 43.1 | 43.2 | 43.7 | 44.2 | 45.0 | 45.5
Excess of wage accruals over dis-
bursements._ ..o .0 .0 .0 .0 .0 .0 .0 .0
Government surplus on income and
product transactions. _.._...__._.__. —11,4|~2,2| L9 | —5]—-19!—7.9 |—6.6 | —6.0
Federal ... .. _____ —9.4 |--1.8 3.3 1.4 .4 |{—565[—4.3] —3.1
State and local . .o oooaooooioo —2.1] —4|—1.4—1.9|—2.3 |—2.4 [(—-2.31 —2.9
Gross investment___.___________._____ 56.6 | 70.1 ] 73,9 71.9| 63,1 | 63.5 | 71.3 4.1
Gross private domestic invest-
ment.. ool 56.6 | 72.4 | 72.4 1 70.5 ] 65.6 | 50.8 { 68.8 | 73.2
Net foreign investment. . ......... —.1]—2.3 L5 1.4 3.6 3.7 2.4 .8
Statistical discrepancy ... _._________ —1.5 |—1.7 [—2.6 {—4.0 |—2.9 |—2.6 [—1.8 | —L1.5

Table 12.—Corporate Profits (Before Tax) and Inventory Valuation
Adjustment, by Broad Industry Groups (VI-10)

[Billions of dollars}

1960 1961
1958 | 1959 | 1960 { III | IV I I 111
Seasonally adjusted at annual
rates
All industries total_____.__._. 37.2 46,4 | 45.1 | 44.1 | 42.9 | 40.0 } 45,5 | 47,0
Manufacturing. ... 18.3 1 24.8123.3}122.6|21.6118.8] 223} 236
Durable-goods industries__________ 9.0(13.2}120f 1.4} 10.7] 85| 1.2 121
Nondurable-goods industries. ... 9.3 11,6 11.3 11,3 10.9 | 10.4 | 11.2 | 1L.8
Transportation, communications, and

public utilities. . ... ... 56| 6.4 68| 66| 68| 65| 7.1 7.3
All other industries__..._..____________ 1331152 15,0 | 149 14.6 [ 14.6 ] 161} 16.}
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Recent Developments in International Trade and Investments
Third Quarter Balance of International Payments

SO FAR in 1961 the balance on our
foreign transactions has been better
than in 1960, but the substantial im-
provement during the early part of the
year has not been held, as business
activity at home recovered, and the
rate of economie expansion in some of
the major countries abroad slowed
down.

After adjustment for seasonal factors
and certain special transactions, the ad-
verse balance in our international inter-
change during the third quarter was
close to $800 million, or $3.1 billion at
an annual rate.

During the second quarter that bal-
ance—adjusted for seasonal variations,
but omitting receipts from extraordinary
debt repayments—was adverse by $1.9
billion at an annual rate, and in the
first quarter by $1.4 billion.

For the first three quarters, the for-
eign transactions of the United States
including the receipts from the extraor-
dinary debt repayments of $650 mil-
lion, resulted in a payments balance
of $1.5 billion at an annual rate. This
compares with the larger amounts of
$3.5 to $4 billion per year in the period
from 1958 to 1960.

The balance in our international
transactions as defined here shows the
changes in the international liquidity
position of the United States and is
measured by changes in holdings of
gold and convertible currencies by our
monetary authorities and the changes
in outstanding liquid liabilities.

Before adjustments, the net decline
in liquidity during the third quarter
was about $910 million composed of a
reduction in our combined stock of gold
and convertible currencies by close to
$270 million, and the rise in liquid
liabilities by close to $640 million.

The acceleration in the “‘deficit’” on
our foreign transactions appears to have
been due to several major factors, as
indicated in the following tabulation.

The major items having an adverse
effect in the third quarter on the balance
were the substantial rise in merchandise
imports; the sharp reduction in the
inflow of foreign capitz] (other than
liquid funds); and some decline, scat-
tered over various items, in the balance
on services transactions. To a major

Major Recent Changes in the Balance of
International Payments

[Billion dollars at annual rates]

1961 Changes
resulting
in an im-
prove-
ment ()
Second | Third | or deteri-
quarter| quarierf oration
(—)in
the bal-
ance
Selected items affecting the
balance of payments:
Merchandise imports...._._ 13.6 15.4 —1.8
Foreign investments in the
United States........o.... 1.1 .0 —1.1
Balance on services, exclud-
ing military expenditures
and sales..oo.oooooo.o___. 2.4 1.8 -5
Merchandise exports, ex-
cluding those financed by
Government grants and
capital outflows........... 17.2 17.3 .1
Balance on unrecorded
transaetions._...____.__.. ~1.6 5 2.1
Balance on all items excluding
special transactions___._._____ —1.9| —3.1 —1L2

extent the change in the balance on
these transactions was offset by the
shift in the balance on unrecorded
transactions. The rise in merchandise
exports was due largely to higher
shipments financed under the various
foreign aid programs. Other exports
rose only moderately and their change
thus did not provide a major offset to
the adverse effects resulting from
changes in other items.

To some extent the recent develop-
ments in the balance of payments con-
form to the pattern one might expect
from the rise in domestic business
activity and the slowdown in the rate
of economic expansion in some of the

major industrial countries abroad. To
a certain extent, however, changes
which normally could be expected as a
result of cyelical forces were modified
by other factors, accelerating the dete-
rioration in our liquidity position.
These other factors, however, appear to
reflect changes in temporary rather
than in structural conditions,

Rise in Merchandise Imports

Merchandise imports rose from an
annual rate of $13.6 billion in the sec-
ond quarter to $15.4 billion in the third.
An attempt has been made—as shown
in the chart on page 17—to determine
what part of that change can be attrib-
uted to the increase in domestic busi-
ness activity during that period. The
first panel in that chart shows the rela-
tionship between GNP and imports by
quarters over the period from 1950 to
the third quarter of 1961. Percentage-
wise, imports rose somewhat slower
than GNP. Several factors may be
responsible for this. In particular, im-
ports of the large foodstuff and bever-
age component contributed to the
slower pace of total imports since they
rise more in line with the increase in
population rather than the increase in
incomes.

As the scatter of the individual quar-
terly relationships from the regression
line in the first panel indicates, changes
in GNP do not explain all of the changes
in imports. An examination of the dif-
ferences of the actual quarterly imports
with those calculated from the regres-
sion equation indicated a distinct
cyclical pattern.

Various business indicators with a
strong cyclical tendency were compared
with the pattern of the residuals, and
changes in non-farm inventories ap-
peared to have the closest similarity.
The relationship is shown in the second
panel. This indicates that everything

15



16

else being equal, imports will change
substantially in periods of significant
shifts in inventoryv investment.

A comparison of seasonally adjusted
imports with the values calculated on
the basis of a multiple correlation with
GNP and nonfarm inventory move-
ments is shown in the third panel and
the differences between the two lines
i the fourth.

For the period as a whole the cal-
culated values seem to follow relatively
closely the actual import movements,
but actual imports fell somewhat short
of the calculated amount in the fourth
quarter of 1960 and the first quarter of
this year. In the second quarter that
short-fall widened considerably as GNP
and inventories rose, but a correspond-
ing rise in imports did not materialize.
However, imports rose sharply in the
third quarter recovering to the position
indicated by the calculated relationship.
Thus, the third quarter rise repre-
sented to a large extent a lagged reac-
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tion to the advance in domestic business
activity.

A large part of the import rise in the
third quarter occurred in July. During
August and September imports were
approximately at a $15 billion rate.
The sharp rise in July and the subse-
quent leveling out at a lower rate may
have been due to some extent to the
shipping strike at the end of June
which could have retarded the arrival
and unloading of ships. The large
shift in the “errors and omissions”
from missing net debits of about $400
million (quarterly amount) in the
second quarter to missing net credits
of $125 million in the third quarter,
may reflect the shift in imports to the
extent that payments for third quarter
imports were actually made during the
second quarter.

To a certain extent, the change in
the deviation of actual from calculated
imports from the second to the third
quarter appears to have been due to

Table 1.—~Analysis of U.S. Balance of Payments, Seasonally Adjusted !

(Millions of dollars)
Calendar year| January— 1960 1961
September
1959 | 1960 | 1960 | 1961 I 1T 1IT v 1 II 111
U.S. payments, recorded_ . ___________________ __ 29,743| 31,412| 23,198| 23,131/7,567(7,690; 7,941 8,214|7,768| 7,330| 8,033
Imports:

Merchandise. . ___________ . .. . ________. 15,294 14,722 11,289| 10, 646|3, 785{3,830( 3,674} 3,433(3, 394/ 3,400 3,852
Military expenditures._..______ 3.100{ 3,048 2,321 2,245 767] 756 798 7271 759 761 725
Other services_.__..__________ 5,134 5,557| 4,213] 4,178(1,373(1,438; 1,402f 1,344(1,366| 1,361} 1,451
Remittances and pensions__________ 791 848 618 642 198| 213 207, 230| 210 221 211
Government grants and capital outflows___.__| 3,040 3,381 2,368 2,836 750 843 7751 1,013{1,000] 822| 1,014

Trensactions involving no immediate dollar
outflow from the United States > .____.__. na| 2,156 1,606 1,946] 4961 482 528 649 687 639 720

Dollar payments to foreign countries and
international institutions_ na| 1,226 862 890 254 361 247 364 318 283 294
U.S. private capital_. 2,375 3,8560 2,389 2 584 694| 610 1,085 1,467|1,039 765 780
Direct investments 1,372) 1,694 1,010 1,243} 344 260 406 684 500 330 413
Long-term portfol 926 850 606/ 438] 194 267 145 244| —20 320 138
Short-term 77 1,312 773 903 156 83 534 539 559 115 229
U.S. receipts, recorded___ ... ... 25,472| 28,131] 21,024 22,483(6,914;7,069] 7,041 7,107|7,447| 7,987 7,049

Exports:

l&erchandise _______________________________ 16,282| 19,409| 14, 414| 14, 7624, 650|4, 837 4,927 4, 995|5,054] 4,763} 4, 945
Financed by Government grants and capital_ na} 1,8207 1,257 1,637 420| 402 435 563) 6807 452 605
Services and military sales.__ ______________ 7,427 7,891F 5,833| 6,207(1,915|1, 991 1,927 2058|2062 2,119( 2,026
Repayments on U.S. Government loans_ 4 5 631 486 1,042 168| 148 170 145 132] 830 80
Foreign capital other than liquid funds.___.___ 709 200 291 472| 181} 93 17| —91| 199 275 —2
Excess of recorded receipts or payments (—)____|—4,271|—3,281(—-2,174] —648|—6531—621] -—900]—1,107(—321 657 —984
On goods, services, remittances, and pensions.} —619[ 3,125 1,806| 3,258 442 591 773] 1,319(1,387| 1,139} 732
On Government grants and capital __________ —1,986|—2, 750} —1, 882j—1, 794|—582|—695] —605; —868[—868 8] —934

On private U.8. and foreign capital (other
than liquid funds) ... —1. 666{—3, 656|—2, 098] —2, 112{ —513|—517}—1, 068| —1, 558/ —8401 —490| —782
Unrecorded transactions_.______________________ 528 —648| —321] —309 33|—142] —212| —327| —25| —409 125

Total net receipts (+) or payments (—) (bal-

anced by changes in holdings of gold and

convertible currencies by U.S. monetary
authorities and changes in liquid liabilities)_ |—3, 743|—3, 929|—2,495| —957|—620{—763,—1, 112(—1,434|—346; 248 —859
Major special transactions. _..._______________ 335 —524| 3 —80 650 3—80| ..o 34444 _ __ 56724) 86 =75
Total, excluding special transactions______.____ —4, 078/ —3, 405 -2, 415{—1, 607 — 620 —683| —1, 112} —990—346| —476] —T8

1. Excludes goods and services transferred under military
grants, and the subscription to the International Monetary
Fund of $1,375 million in 1959.

2. Includes only direet financing provided by the Govern-
ment for the exports of goods and services from the United
States and for meeting other foreign obligations in the United
States.

3. Capital subscriptions to international and regional
finaneial institutions.

4. Exceptionallylarge private dircet investments involving
cash payments abroad.

5. Receipts from foreign governments through extraordi-
nary debt repayments ($649 million).

6. Shift in debt service payments by foreign governments
from third to second guarter.

na Not available.
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changes in imports of foodstuffs which,
in general, are less affected by cyclical
developments than other imports. In
particular, imports of sugar were low
during the second quarter, but thev
recovered to the customary level in
the third. Coffee imports may have
lagged somewhat in the third quarter.
Altogether foodstuffs imports increased
in the third quarter at an annual rate
ol about $200 million, most of which
wmay be attributed to shifts in the
quarterly distribution rather than to
an advance on cyclical grounds or to
more enduring factors.

Rise in industrial materials and
manufactures

Most of the recent import rise was in
industrial materials and in finished
manuflactures. The chart on page 18
shows the relationship between imports
of industrial materials (after adjustment
for seasonal factors and price changes)
and manuflacturing output sinee 1957.

It can readily be seen that from 1957
to 1959 imports rose faster than U.S.
industrial output, and that the decline
during 1960 was more than in domestic
production. To a certain extent these
changes in the relationship were due to
changes in steel imports which were
greatly affected by the steel strike
during the second half of 1959, but
imports of other materials showed
similar changes.

The relatively low volume of imports
of industrial materials during the early
stages of the current cyclical upswing
resulted in reductions in inventories of
these materials. The acceleration in
imports during the third quarter reflects
some replenishment of stocks. This
was especially the case in various
nonferrous metals. The initial rise in
domestic requirements for imported
materials was thus absorbed to a certain
extent by inventory reductions, and
the third quarter rise in imports reflects
in part the need to replenish stocks.

An additional factor contributing to
the acceleration of the rise in imports
of industrial materials which compete
with domestic production is the slacken-
ing in the demand by other industrial-
ized countries where production is now
expanding at reduced rates, and inven-
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tories are not being increased or are
even being reduced. The decline in for-
eign demand has had a depressing effect
on prices of some of these materials
on international markets in recent
months. This applies particularly to
lead, zine, copper, aluminum, copra,
and rubber.

For many of these commodities for-
eign demand is generally larger than
US. demand. Unless domestic pro-
ducers are able to expand their output
of these products even with prices de-
clining, the increase in domestic de-
mand will tend to be met from foreign
rather than from domestic sources.
The rise in the imports of steel mill
products perhaps may only to a lesser
extent be attributed to declining prices
abroad, but rather to an expansion in
available capacity relative to demand.
Prices for certain steel products charged
by some of the European producers
have been lower than those charged
by domestic industry for some time.
The total of steel imports is still con-
siderably under the record during and
after the 1959 steel strike, but during
the third quarter they were at a sub-
stantially higher rate than prior to 1959.

The tendency for imports to rise
toward the amount indicated by the
past relationships to domestic business
activity applied also to finished manu-
factures. But an important special
element contributing to that rise were
imports ol commercial airplanes. Cargo
planes were imported from Canada, and
jet passenger planes from France. The
increase over the second quarter was
about $40 million. About $150 million
had been ordered and the remainder
will be delivered during the final quar-
ter of this year and the early part of
next year. Imports of passenger cars
which had been smaller than sales for
some time rose again after adjustment
for seasonal variations. Imports of
other consumer and capital goods also
expanded from the second quarter,
which seems to have been the lowest
point in the recent import cycle for
these goods. Machineryimports nearly
regained the previous peak at the end
of 1959.

Another development affecting im-
ports appears to be the cyclical devel-
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opments abroad. A slackening off in
business activity in countries compet-
ing with us for goods we actually or
potentially import, tends to increase
such imports. Such an effect can be
observed in recent months in industrial
materials and perhaps also in some
categories of finished goods. The chart
on page 17 shows that a period of a
continuous short-fall of imports relative
to calculated values occurred from the
last quarter of 1954 to the last quarter
of 1955. That was also a period in
which business activity in the other
industrialized countries increased some-

MANUFACTURING OUTPUT AND {MPORTS
OF INDUSTRIAL MATERIALS

Recent Rise in Imports Reflects Increase
in Domestic Production as in

Previous Recoveries _
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what faster than the longer run trend,
and productive capacity started to
become a limiting factor in meeting the
rising demand. During 1956 and the
first half of 1957 when imports were
about equal to the calculated values,
production in other industrial countries
advanced approximately in line with
the longer run trend.

From the middle of 1957 to the end
of 1959 imports were higher than the
calculated amounts. The latter part
of that period reflected, of course, the
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large steel imports. It was also a
period, however, when producers of
manufacturers in the other industri-
alized countries as well as producers of
raw materials were in a relatively better
position to compete in our domestic
markets. The strong business expan-
sion abroad since the latter part of 1959
reduced competitive pressure by foreign
producers, but with the recent slow-
down in the rate of foreign business
expansion this pressure can be expected
to strengthen again.

Exports Remain High

Nonmilitary merchandise exports re-
covered during the third quarter about
two-thirds of the decline from the first
to the second quarter. These exports
have not changed materially since the
middle of 1960 but a slight downward
movement appears to have developed
since the top in the first quarter of this
year, particularly in the case of exports
not financed by Government grants or
capital outflows.

Exports financed by Government
grants or capital transactions increased
by about $150 million from the second
to the third quarter and thus accounted
for about three-fourths of the total rise
in exports in the third quarter.

Another factor contributing to the
rise in the third quarter exports—which
may partly overlap with the rise in
Government financed shipments—was
the rise in cotton shipments after Au-
gust when a higher export subsidy to
compensate for higher support prices
paid for the new crop came into effect.
Shipments during May, June, and July
had been postponed in anticipation of
that change. This change in policy
resulted in an estimated shift in ship-
ments of about $60 to $70 million from
the second to the third quarter. With
that adjustment exports during the
third quarter were about equal to those
in the second quarter.

The chart on page 19 records the ex-
ports by major categories, including
shipments directly financed by the
Government.

Shipments of capital equipment con-
tinued to expand, but Government
financed shipments of capital equipment
were probably an important factor con-
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tributing to the third quarter rise.
Sales of finished consumer goods were
higher than a year earlier.

Exports of industrial materials in-
cluding cotton have leveled out since
the third quarter of last year. Exports
of foodstuffs, excluding Government
financed shipments which account for
about 30 percent of the total, were
slightly higher than a year earlier.

The continuation of the uptrend in
shipments of machinery at a compara-
tively high and still rising rate, while
exports of industrial materials have
already leveled off represents a cyclical
pattern which could also be observed
in 1957 when the peak in exports of
industrial materials was reached about
two quarters earlier than the peak in
exports of machinery.

Country pattern of distribution

To a large extent the commodity
pattern of the export trade depends on
its geographic distribution. Exports
to the industrialized countries consist
to a large extent of industrial materials,
while those to the less developed coun-
tries consist mostly of finished goods.
The slowdown in business activity in
Europe is to a large extent in the basic
materials industries, and thus affected
our exports of industrial materials. In
some of the European countries new
orders for investment goods have also
declined, but the backlog is still large
enough to permit production to con-
tinue on a rising trend. Any further
decline in the demand for capital equip-
ment in the major European countries
will have repercussions on U.S. exports.
The prospective widening of the com-
mon market, and the continued need
for labor saving equipment may be ex-
pected, however, to keep the European
demand for capital goods high.

Exports to Canada and Latin
America have remained stable, although
still relatively low.

Exports to Japan, which consist
largely of industrial materials, con-
tinued to expand and thus offset in
part the declining demand in Europe.
Because of Japanese balance of pay-
ments difficulties, however, the rise in
sales to Japan cannot be expected to
continue,
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The overall export movement is
subject to a variety of influences at the
present time some of which have
opposite effects. In general, changes
in the growth rate of the other indus-
trialized countries have been the most
important factor influencing our exports
in recent years. Some slowdown in
Europe is developing now and can also
be expected for Japan. Business in
Canada is strengthening, however, and
that should have a favorable influence
on our sales there. At the same time,
upward valuations of the currencies of
Germany and the Netherlands would
tend to reduce the competitive position
of these countries.

By the same token, the downward
adjustment of the Canadian dollar
would tend to offset the effects to be
expected from the rise in business
activity in that country. This variety
of developments abroad would suggest
that for the near future at least foreign
influences on our exports are not likely
to create major changes in the current
rate of those exports which do not
depend on government financing. In
addition to these foreign influences,
exports are also affected by domestic
developments, including the expansion
in domestic business, the modernization
of domestic industry, changes in costs
and prices, the development of new and
better products, and the various meas-
ures taken by the Government and
industry to expand foreign sales. It
is still too early to judge the effects
of these developments, but they should
help to have a positive influence on the
longer run trend and perhaps reduce
the extent to which exports are subject
to changes in business activity in
competing countries.

Private Capital Movements

The outflows of private capital from
the United States was about $340
million less in the third quarter than
in the preceding quarter, but this was
a seasonal change, Direct investments
turned up moderately, after seasonal
adjustments, indicating that an annual
rate of $1.6 billion, as suggested by the
figures for the first half of the year,
was being maintained. Other outflows
of long-term capital were considerably

SURVEY OF CURRENT BUSINESS

reduced as new issues in this market
fell off, as did longer term bank loans.

Outflows of short-terma funds were
$165 million less than in the second
quarter; although a decline is ordinarily
expected on the basis of the seasonal
pattern, much of the third-quarter
reduction resulted from a leveling-off of
claims on Japan, which had risen

MAJOR CATEGORIES OF MERCHANDISE
TRADE

Third Quarter 1961 Export Surplus Declines—
As Recovery in Exports of FINISHED
MANUFACTURES Fails To Match Import Rise
Due to Large Arrivals of Aircraft
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steadily since 1959 and accounted for
much of the total recorded outflow in
the past 2 years.

Direct investments—two-fifths to
LEurope

In the first 9 months of this year,
outflows of direct investment capital
were over $200 million above the
corresponding period of 1960, an in-
crease of about 20 percent. The largest
year-to-year rise has been in the
Middle East, where oil production rose
substantially.

Latin American countries are also
receiving more capital this year, pri-
marily because of outflows to mining
companies in contrast to sizable flows
back to the United States in 1960.
However, based on the very partial
data now available, it appears that
manufacturing investments may be
lower in some Latin American countries.

Direct investments in Canada were
cut back in the third quarter by an
unusally large inflow of capital from a
Canadian subsidiary to its U.S. parent
company; other flows are running at
about the same rate as in the past
several years.

European countries continue to re-
ceive a large share of the total outflow,
about 40 percent for the first three quar-
ters of the year. In the third quarter the
movement both to the United Kingdom
and to continental Europe increased;
for the first nine months new invest-
ments in the United Kingdom were less
and in the Continent substantially
higher than in 1960. Switzerland at-
tracted more capital, largely by petro-
leum companies, to finance their Euro-
pean operations,

In general, the somewhat higher
direct investment flow so far this year,
as compared with 1960, is in line with
earlier projections of foreign plant and
equipment expenditures, published in
the September Survey of Current Busi-
ness, but there are some interesting
variations. For the Common Market
countries, the capital outflow is up by
about 20 percent, while projected
capital expenditures were up by 35
percent, probably indicating increased
reliance on internal financing and local
capital facilities. In the United King-
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Table 2.—United States Balance
{Millions of doMars]
All areas Western Europe Eastern Europe Canada Latin American
republics
Line Type of transaction
1960 1961 1960 1961 1960 1961 1960 1961 1960 1961
I II III I II- IIte | IT IXI | IIr | IXX» | II | XNI | IF |IXX»| XY } III | XIr {IDII»{ XX | IXI | II" | INI
1 | Exports of goodsand services__._._..._._. 6,796 7,584 6,941 7,210[ 7,593 na|2,657:2,412(2, 648 na| 50| 61 537 22{1,390(1,239(1,345| na|l,364{1,311]1,255] na
2 Goods and services transferred under
military grants, net__. 443 622 282 312 572 na| 323] 141} 274 -1 SRR, SRR, DIIRIN DGR DRI O 10} naj 23 15 19 na
3 Goods and services excluding transfers
under military geants . . ____._________ 6,353 6,962 6,659| 6,8981 7,021| 6,743(2,334|2,271|2,374) 2,193; 50| 61| 53| 22]1,390|1,239{1,335{1, 277|1, 341{1, 296]1, 236|1, 291
4 Merchandise, adjusted, excluding
military 4,994] 4,676 5009 4,912| 4,670]1,677|1,660({1,656 1,526/ 46| 50| 43| 18]1,048| 870| 970} 900 926 858 808 877
5 470 475 413 455 453 2091 204} 203 195 2 2| 2| 1 30 31 300 311 73 78 67/ 4
$ 249 311 197 245 2951 31| 35 35 37 (x) (x) | (x) | (x) | 126} 161} 130 150{ 73] 81 65 77
Miscellaneous services:
T Private . e eicimaal 336 339 349 354 368 358| 156/ 160| 167 165 2 2 2| 2l 34f 35 41| 401 621 67 68 66
3 Government, excluding military._ . .. 361 36| 43 38 39 40 13} 13] 14 14} (x) ® ] ®| 1 5 (0 | (X 6 7] 7| 7
9 Military transactions.-..ocoeocoacaeooc 58| 122 70 70 150 120 89 48] 100 107 R SURDIN RN NN 10 7101 18] 9 3 5 &
Income on investments:
10 Direct investments. _ 517 565 520 613 601 587) 105p 83] 115 h 2 RN DRSSPI NN B 891 78/ 911 78 1521 160] 173] 139
11 Other private 118 130 128 142] 160 158 30 27 36 36! o ool |aaos 52 52| 60 60 22 22 26 28
12 Government . ..o oececacoeooeooaan 60 57 87 62, 91 62 24| 41 48 16[ (x) 7 6) ) | SRR ORI (SISO PR 18] 20f 17| 18
13 | Imports of goods and services____.________ 5,769 6,074] 6,057 5,322 5,610[ 6,1702,234|2,169i2,040] 2,178 25 25 24 25| 993|1,126] 9901, 215|1, 2051, 110|1,024]1, 010
14 Merchandise, adjusted, excluding mili-
3,8571 3,550 3,407| 3,458| 3,685]1,0811 913} 935 994| 21) 21| 22 21) 744| 735 738 827 976{ 864] 805 763
15 540 544 428 503 524F 2771 284 268 275 I &) ® | ® 31 321 29| 321 401 40f 40[ 39
16 470 668, 275 454 712} 218 280{ 197 287 3 3 1 75( 215( 83! 230] 111j 113} 103} 119
17 150 168 152! 152 162] 100] 103) 100 B 10)] DS AR 97 P 8 11 10 10 37, 49 36 47
18 Government, excluding military. . __.___ 64 68 109 86 75 149t 19¢ 18f 18 20| (x) 1 1 1 1 1 1] 15] 16| 17| 17
19 | Military expenditures. ... . . .. ..._. 767 756 798 759 761 7251 397 434; 392 368| (x) x| @[ 89 96| 90[ 76 15| 16 15 16
Income on investments:
20 Private 148 147 143 146 145 1450 94 o4t 97 L PPN RO BUIPIN 371 29] 32 32 7 8 7 8
2 Government 101 86 77 69 62, 68 48] 43; 33 23] (SO IR FIR S, 8 7l 7l 7 4 4 1 1
22 { Balance on goods and services._____.__.__ 1,027| 1,510 884/ 1,838 1,983 na| 423} 243 608 nal 25 36| 2% —3| 397 113| 355 na)] 159 201 231 na
23 Excluding transfers under military
BIAMES - oo e e e 584 888 602| 1,576/ 1,411 5731 100 102} 334 15, 25/ 36] 29 —3] 397 113 345 62| 136 186} 212| 281
24 Unilateral transfers net, [to foreign
countries(—)]_. .. _________________.__ —1,022|—1,253] —$%00/—1, 012{—1, 281 na|—482|—300{—435 na| —7t —7| —7| —8§| —12| —11} —16! na| —69} —57] —79| na
25 | Excluding military transfers_______.______ —579| —631] —618] —700] —709] —678—159|—159|—16Y —164 —7| —7| —7| —8| —12| —I11} —6] —11f —46] —42| —60! —86
26 { Private remittances ... _.___..____ —~142 —164f —154] —1551 —162] —155
Government:
27 Military grants of goods and services_._.] —443) —0622| —282| —312) —&572 nga
28 Other grants_._____________.________ —381{ —418| -—411] —4901 —488{ —467
29 Pensions and other transfers..._._____.. —56] —49] —83f 35 —59| —56
30 | U.S.capital, net {increase in U.S. as-
sets(—)]. —875|—1, 110|—1, 075|—1, 400 —513/—1,019,
31 Private, net__ —6351] —724| —924] —980] —926] —588
322 Direct inve 3 —303| 331 —327] —464) 3801 —350
33 New issues of foreign securities. . —2951 111 —66] —88 —2201 —8)
34 Redemptions. .. ... __________ 22 26 21 22 23 16
35 Transactions in outstanding foreign
seeurities . ..o _____ . 12 —670 79 —79| —43| —57
36 Other long-term, net. 3| =77l —25 771 —31 —8 g 5) 3 g
37 Short-term, net___. —00] —164] —448] —448| —275| —109{—176|—108] —20 80 —1| —2| -6 4] —47|—111|—120} —20f 131} —43; 132|134
38 Government net.__ —224) —386! —I151) —420 413 —431 1 53, 637 —b52 —29 —19} —5 2] 2 3 2. —118} —16] —43|—221
39 Long-term capital. —238| —353| —234| —420| —308| —503| —38} —71| —63] —62] —2| —1| (x) | %) Jooo|eaoofooooifaoaos —147) —49] —76|—177
40 Repayments___. - 155 117 178 100 825 81 32 101] 709 15] 1 6 (1 S | PRSI DRI RN PRI 54 40 50 29
41 Foreign currency holdings and short-
term claims, net [increase (—)]-_._._.. —141| —150{ ~—95| --100] -—104 —8 7 23F —9 ~—5[ —28| —24| —11 1 2 3 P/ PR —25; —7] —17| —73
42 Foreggn eap(i_ru_;)l]net [increase in U.S. lia- 771 887 571 187 536/ 635 590) 176] 315 1,130 11 —10 3} —2| 136 111 238 —31] 37} —I(—124] 173
ilities .
43 Direct investments in the United States. 11 29 23 26 33 11 9 16] 22 5] (RO PSR (RO P 19 4 8 <1 — —1 3 —2
44 Other long-term investments in the 176 121] (%) 98 158 —2| 100, 1] 119 B ] DU VU ORI PSR 1 —12] 3 —16 4 2 13 10
United States (mainly in U.S.
private securities).
45 Foreign commercial credits.___.__.____ —6| 57 —6, 7! 84| —11} —56| —16| 61 —16] (X) | (X) |ecocfunoe. 4 1 1 2l —4 6 4 2
46 Increase in U.8. liquid liabilities (for 590 794) 554 —12 261 637) 537 175 113} 1,144 11; —10 3 —2| 112} 118 226 —25 37| —8|—144| 163
details see table 3).
47 { Gold and convertible currencies pur- 50 94 637 346) —330 269) 48| 577|—362 {1 ISR R DRSO JEPUIN FOIN DU PRI O 1 36 —6 8
chases (—) and sai2s (4+) by monetary
authorities.
48 | Reduction in gold and convertible cur- 640 888 1,191 334 —69) 906; 5850 752\—249 1,514] 11} —10 3| —2| 112 118 226| —25| 38 28/—150] 171
rency holdings (line 47) and increase
in U.S. liguid liabilities (line 46).
49| Errors and omissions and transfers of 49 —128) —117 —9| —395 220|—312|—358/—529|—1, 184| —2 3| —13 7\—3802| —34{—272| 99 2| —33f 13 28
funds between foreign areas [receipts
by foreign areas (—)}, net,
Memorandum items:
1 Increase in reported total foreign gold 813 1,008 1,316 468, 191 1,132] 995 988 76] 2,014 11| —10 3] —2; 71| 103] 248 —4|—111] —64;—160] 160
reserves and liquid claims on the
United States.?
i Through estimated net receipts from, or 631 878 1,186 329 —78 8991 273] 394 —778 330 9 —71 —10 5—190f 84l —46! 74/ 40| —5(—1371 199
payments (—) to the United States.3
I Through other transactions ¢_______._ 182 220 130 139 269 233] 722| 594| 854; 1,684 2 —3{ 13| —7{ 261 19 294} —78—151) —50! —23] —39
7 Revised. » Preliminary. na Not available. nss Not shown separately. x Less than $500,000.

1 Transactions with shipping companies operating under the flags of the Bahamas, Honduras, Liberia, and Panama are included under “‘unallocated.”
2 Changes in reported total gold reserves of foreign central banks and governments (including international organizations but excluding the countries of the Soviet bloc), net of converti-
Tl currencies held by U.S. monetary authorities, plus foreign liquid claims on the United States.
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of Payments by Area
[Miilions of dollars]
Sterling area
All other countries t International institutions and o
unallocated
Total United Kingdom and other Europe Other countries
— Line
1960 1961 1960 1961 1960 1961 1960 1961 1960 1961
1I 111 IIr III» 1L 111 II- III» II 11T II- III» 11 I II- 11> I IIL II- III»
]
2,054 1,849| 2,205 naj 69 69| 87 70 nss nss nss nss nss nss nss nss nss nss nss| nss ) 4
276 126 269 mal_ .|l nss nss nss nss nss nss nss nss nss nss nss nss 2
1,778 1,723( 1,936 1,890 69 69 87 70; 1,361 1,327] 1,143| 1,187 602 591 503 521 759 736, 640/ 666 3
1,297} 1,238) 1,435] 1,349( ... |l 925 934 728 749 366 391 257 287 559 543 471 462 £
114 120 114 115 42 40 39 37 93 98 85 84 57 56 57 55 36 42 28| 29| 8
18 34 15 5 [ ERN N PR R 19 29 20 35 9 11 12 15 10| 18 8| 20| (]
68 69 73 68 17 16 17 17 112 113 118] 116 81 82 84 85 31 31 34 31 7
16 18 18] X ] IR PR PR I 7 8| 8| 8 3 3 3 3 4 5 5 5 8
14 12 15 15 x) (x) 17 2 5 9 6 6 2 4 4 3 3 5 2 3 Q¢
219 196 221 242 (x) 3 1 4 171 117 146 161 64 35, 69 63 107 82 77 98] 10
16! 17 25 24 10 10 13 10 15 12 16 15 12 9 10 10 3 3 6 5 1]
15 19 20 7 PSS IR BUS I, 14 7 16| 13 8 (x) 7 ® 6 7 9 130 12
1,459 1,445 1,385 1,527 158 182 147 215 1,119] 1,051 1,045 1,114 628 580 531 572 491 471 514 5428 I3
1, 025 1,012 949 1,073 10 5 9 7 661 580 594 653 283 218 209 240 378 362 385 413] 14
66, 69: 61 68 125 119 105 110, 117 119 117] 115 102 102] 103 101 15 17 14 14 15
63 57| 70 [2: ] (USSR DRI ISP S 81 88 84 100] 44 53| 39 54 37 35 45 46 16
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25 28] 28] 29 8 45 10 81 11 11 11 11 2 1 1 1 9 10 10 10 i
255 252! 255/ 263 .l 9 2 114 116 114 110 67 74 61 56 47 42 53 54 19
9 12 9 10} (x) x) [6:9 T PR 49 49 38 37 47 47 36 35 2 2 2 2 20
11 10 7 7 15 13 14 15 8 8 7 10 7 7 6 9 1 1 1 1 21
595 404 820 na —89 ~113 —60 —145 nss nss nss nss nss nss nss nss nss nss nss nss| 22
319 278 551 363 —89 —113] —60 —145 242 276 98 73 —26/ 1n —28 —51 268 265 126 124 23
—666) —496; —714 na —17 -29 —30 -39 nss nss nss| nss| nss nss nss nss nss nss| nss nss| 24
—390 —370 —445 —370 -17 —~29 —30 -39 —103 —110 129 —117] —20 -19 =21 —18 —83 -9 —99 —99 25
—63 —57 —65 k2] DRSO (R ORI R, ~32 —30. —34 -30 —17 ~16; —18 —15 —~15 —14 —16) -151 26
—276, -126f —269 o E:Y DRI RPN SRR BRI nss nss nss nss nss nss nss nss nss nss nss nss| 27
—308| —294] —355 —293 —17 -29 —30) -39 —66 —176) —81 82| [6:9 T I, x) —66 —76 —81 —82| 28
—19 —19 —25 g 1] (SRR I SRIPRII I —5 -4 -5 -5 =3 -3 -3 -3 —2 -1 —2 -2/ 29
—438] —350; —566] —366 —29 —40 2 31| —392f -—326| —231] 230 —165 —194 —25 —51 —227 —132| —206f —179] 238
— 196! —176! —394 —203 -29 —42 28 —241 —195 —130 171 —170 -196 -=30 —57 =71 1 —100 —114 a1
—82 34 —54 —112 7 -31 (x) 15 —92 —57 —93 —174 —63 -81 —56 —91 —29 24 —37 —83 32
—28 —35 —72 -30 -3 -1 P —17 —12 —26 -15 R -17 —12 —26 —15 a3
| PR 1 2 4 2 5 b1 U N 1 1 P 1 1 34
—2 2| -9 —41 —~37 —12 10 11 14 —16 -8 —30 —4 2| —5 —~27] 35
—14 7 1 ) /) RS FRNDUIUIIINY FRP [, 5 -3 3 —5 19 -1 2 —14 -2 1 -5 36
—71 —184 —~261 ¢ —151 —107 —7 52| —144 -—96/ 27 37 =7 -11 —34 15 37
—242] —174 —172] —151 —131 —101 -59 5 2 5 6 —156; —133 —106 -65] 38
— 166 —113 —169 =264 . e e -81 -71 —78 —130' -1 -1 x) -1 —80 ~—70 —78 —129 39
30 29 60 33| 2 3 19 10 13 13 7 () 4 x) 12, 10 9 13| 46
—106 —90] —63 68 (%) (x) —6| . —89| —70 —36 58 -1 3 1 7 —88 —73 —37 511 41
49, 125 61] —218 64 170 43 —417 369 172 12[ 1,016 378 197 —-19 950 —9 —25 31 66 42
1 4 (6.0 TN IFORURUUIN DRSO SUNUPORR RS EO—. 8 8 18 —6 8 6 18 —6 (x) 2l &) Jeemeeo-. 43
14 4 19| 5 2 5 4 2 24 —10 24 7 16 —10 16 2 -1 [ 8 5 44
—1 3 18 oo (€3 I ORI EO —18 —10; 4 —3, —20 -9 4 —3 2| Lt | [ 45
35 114 24 —224 62| 1654 39 —419 355 184 —34 1,018 374 2104 —57 957 —19: —26 23| 61 46
35 19 29 34 10 5i 9 —143 13 200 —-224] 55} e 200, —225) 55 1 1 [P 47
70, 133 53 —190 72] 170] 48, —562 368 384 —258 1,073, 374 410, —282] 1,012 —6| —26) 24 61 48
425 298 370 557 61 7 36! 713 129 —212 4651 —T797 —167 —195 318 —885 38 —17 u7 88 49
9 85 —21f —181 123 214 45| —855 400, 3000 —297 833, 449) 360 —282 757 —49 —51 —15] 76 L
495 43t 423 367 123 172 75 144 239 172] 207 276 207 215 36 127] 32 —43 171 149 IE
—486] —346| —444| 5481 . .. ____ 42 —30 —999 161 137 —504 557 242, 145 —318 630 —81 —8] —I186 —73] IIE

3 For “All areas” equals balance (with reverse sign) of line 23 (less net sales of gold by domestic sources to (+) or purchases from (—) the monetary gold stock of the United States},
plus lines 25, 30, 43, 44, 45, and 49. Domestic sales to (+) or purchases from (—) the monetary gold stock were in millions of dollars: 1960 I, —9; II, —10; IIT, —5; 1961 I, —5; II, ~9; EIf,
—7. For individual areas, line 49 is not included.

¢ Line I minus line II for all areas represents gold obtained by foreign central banks and governments outside the United States.
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dom the capital outflow has been re-
duced although the projections also
indicated a strong upward trend in
capital outlays. Tt is possible, of course,
that unsettled conditions in Kurope
this year, and some slowdown in gen-
eral economic expansion there, may
have caused some delay in investment
projects.

Some weakening in capital move-
ments to Canada was indicated by ex-
pectations for plant and equipment
expenditures, but in Latin America the
capital flow figures suggest there may
have been some cutbacks from earlier
plans.

The current rate of outflow for direct
investment abroad is a significant fac-
tor in the overall balance of payments,
and 1t may be worthwhile to examine
the evolution of this item over the
recent past. From 1950 through 1955
the annual amount stayed close to the
average of $0.7 billion. Beginning in
1956 the magnitude of the total out-
flow and the year-to-year fluctuations
rose sharply.  From 1956 through 1960
the average reached $1.7 billion per
vear, with a peak of $2.5 billion in 1957
when a combination of circumstances
raised the flow to all industries, espe-
cially petroleum, and a low point of
$1.2 billion in the following year.

Capital flows for investments in the
petroleum industry reached o high in
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1956-57 and have since remained well
above previous levels, Substantially
higher investments have also been made
in manufacturing operations. In both
cases a major share of the increase in
capital went to Europe, bringing a sig-
nificant shift in the direction of capital
flows toward that area.

For the petroleumn industry a higher
proportion of investment outlays in re-
cent years has been in the refining,
petrochemical and distribution phases
of the industry, although the develop-
ment of a new producing area in North
Africa has also become important.
Europe 1s the main focus of these oper-
ations, and since it is the principal mar-
keting area, also absorbs large amounts
of working capital as receivables and
inventories increase.

Growth of investments in Europe

The capital outflow for manufac-
turing has risen from an annual average
of $140 million in the 1950-55 period to
nearly $450 million in 1956-60, and
for Europe the increase has been from
an average of less than $20 million to
over $200 million. The European por-
tion has been augmented by several
large cash purchases to enlarge existing
interests, mainly in the United King-
dom. Aside from these transactions,
the most consistent rise has been in the
flow to the Continental countries.

Table 3.—Changes in Gold and Convertible Currency Holdings by U.S. Monetary Authori-
ties and in Liguid Lixbilities

(Aillions of dollars)

Quarters not seasonally adjusted

Culendar

vear 1960 1960 1961

I I I v I I I

Changes in gold and convertible currency holdings by U.S. mone-
tary authorities and in liquid liabilities 1__________._______.

Gold and convertible currencies [purchases (—), sales (+:]

Liquid liabilities, total (increase ). . _______ .. .. ____..__.

By foreign holders:

International Organizations. ..o ..
International Monetary Fund___
he

Foreign commereial banks. __....._....
Other foreigners and undetermined.....______.

By tvpes of liabilities:
Deposits in U8, banks__
U, Government obliga

Bills and certificat
Bonds and notes
Other_ ..
Bankers aceeptances, commercial paper, ete..
Liabilities payable in foreign currencies___ ...

Other Habilities. oo e

central banks and governments, total
reported by U.8, banks. .. ...

,,,,,, 3,429 | 640 | 888 1,161 [1,210 | 334 | —60 906
,,,,,, 1,702 50 94 [ 637 | 21| 346 1—330 269
,,,,, 2,227 | 590 754 | 554 289§ —12| 261 637
,,,,,, 1,021 102 62 165
,,,,,, 741 1i0 81 162
,,,,,, 280 82 | —1 63
....... 1,240 420 T 441
,,,,,, 1,170 1 —146 1 891 404
70 183 | —44 | =53
105 | 457 132 5
______ —139 |—101 &3 | —87
,,,,,, 1,241 | =163 | 970§ 454} —20 | 10t 536 521
,,,,,, 604 9 1-101 387 1 309 —155 |—203 —56
______ 126 124 36 [—185 131 206 | —%4 202
...... 180 182 ] —40 4 34 16 1 23 - 46
,,,,,, 35 1 443 |—132 |—=111 =165 | —177 83 65
______ 36 -7 14 34 —8 -2 46 —49
______ 5 2 27 | —~29 5 —1 ‘ 6 i .

i, Corresponds tc line 48 in Balance of Payments table p

for scasonal adjustment.

. 20 and to third line from bottom of analysis table p. 16 except
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Both the petroleum and manufac-
turing industries, which account for a
large part of the capital outflow from
the United States, have indicated that
they intend to continue to expand their
production facilities abroad at the cur-
rent rate at least through 1962, with
Europe the most attractive area. Thus
there is little reason to expect the rate
or pattern of foreign investments to
change markedly in the short run,
although changes in international cap-
ital markets may induce further shifts
in their financing and consequently in
the movenient of funds from the United
States.

Other Long-Term Investments

Sales of new foreign bonds in the U.S,
market were less than $100 million in
the third quarter, continuing the rela-
tively low volume characteristics since
early in 1960. Large Canadian public
offerings have been discouraged as a
matter of policy in that country, and
the International Bank is looking
mainly to other countries for financing
in view of the deficit in the U.S. balance
of payments. For 1961 as a whole sales
of new issues are likely to be less than
$500 million.

These capital outflows have declined
considerably since 1958, when a peak
of nearly $1 billion was rcached as
borrowing costs through long-term bond
issucs here were sharply reduced.  Al-
though interest rates are now tending
to rise in the United States, borrowing
costs here are still econsiderably less
than in most financial centers abroad,
and the U.S. market can more easily
absorb borrowings of substantial size.
This accounts for the continuation of
issues sold here by a number of foreign
countries, notably Japan, and for the
sale here in the second quarter of large
issues to finance the Canadian natural
gas industry. A return to substantially
higher purchases of new issues does
not seem likely in present circum-
stances, but a further reduction prob-
ably will not occur unless borrowing
costs here rise considerably.

American purchases of foreign cor-
porate stocks turned downward some-
what in the third quarter from the
unusually high second quarter amounts.
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The immediate reason for the reduc-
tion in capital flow was a general weak-
ness in foreign securities markets,
related both to the Berlin crises and
some leveling off of industrial activity.
This was in contrast to increased
activity and rising markets here.

'U.S. MERCHANDISE TRADE BY AREA
Overall Trade Surplus Declines During 1961

Export Balance Remains Strong With Japan—
Shows Improvement With Latin Americo—
Reduced in Other Major Areas
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The current rate of investment in
these foreign equity securities is about
$200-$250 million per year. A postwar
high of about $300 million occurred in
1958, spurred mainly by the beginning
of sharp rises in stock prices in the
Netherlands and other European mar-
kets. Outflows were somewhat reduced
in 1959, and then dropped to less than
$100 million in 1960 when some of the
prior investments in British and Cana-
dian equity securities were liquidated.

So far in 1961, most of the gain over
1960 has been related to resumed pur-
chases of British and Canadian issues,
together with larger flows to France,
Germany, Switzerland, and Australia.
The flow to the Netherlands remains
substantial, although not as large as in
the past few years.

Movements of short-term funds

Outflows of private short-term capi-
tal dropped in the third quarter to
about $100 million, the $165 million
drop from the second quarter being less
than seasonal, however.

Recorded outflows subsided from an
annual rate of over $2 billion in the last
half of 1960 and the first quarter of
1961, to a seasonally adjusted annual
rate of about $700 million in the second
and third quarters of 1961. The lesser
outflow in the third quarter reflects
mainly the decline in flows to Canada
resulting, in part, from a seasonal de-
cline in interest rate differentials, from
the liquidation of some short-term
assets outstanding in FKurope, and also
from the cessation of short-term financ-
ing provided to Japan by U.S. banks.
Partly offsetting these movements was
a renewed outflow to Latin America, in
contrast to a sizable inflow in the second
quarter when bank financing to Vene-
zuela was reduced, in part by payments
reflected 1n the direct investment
accounts.

Decline in foreign investments in
U.S.

Foreign purchases of U.S. corporate
stocks which had provided a measure
of strength to the balance of payments
through the first half of the year de-
clined abruptly in the third quarter.
The net change from the second quar-
ter to the third at an annual rate was
over $500 million.
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For the past several years foreign
purchases of U.S. corporate stocks have
tended to move in accordance with
changes in security prices here, rising
strongly from early 1959 through the
end of that year, and turning upward
again late in 1960 as stock prices began
a steep climb. In the third quarter,
however, foreign transactions in U.S.
stocks did not conform to these past
relationships. Although various cir-
cumstances may have been responsible
for this deviation, a renewal of inflows
of considerable size seems quite likely.

Another negative factor in the third
quarter balance of payments was a
small liquidation of commercial credits
extended from abroad, compared with
sizable inflows in the first half of the
year. For this item, the net change
from the second to third quarters, at an
annual rate, was nearly $400 million,

Financing of this kind has been vola-
tile in the past, and an evaluation of
these flows is especially difficult. Most
of the quarter-to-quarter change was in
Europe; the second quarter inflow in-
cluded some borrowing from Switzer-
land, where interest rates are relatively
low. In the third quarter such capital
movements were very small, but the
information is not yet complete.

The rise in domestic business activity
and a slackening rate of expansion in
other industrialized countries should be
expected to stimulate the movement of
foreign capital to the United States and
reduce the outflow of U.S. capital, so
that the improvement in the capital
balance should, at least in part, offset
the deterioration in the balance on
goods and services.

Pattern of Retirement
(Continued from p. 13)

“earned’’ income. In each case this
resulted largely from federally sponsored
programs (TUC and TEC), which pro-
vided emergency extension of benefits
for those unemployed persons exhaust-
ing their normal benefit rights under
the regular unemployment programs.
In the second quarter of 1958, the
initial period following the 1957-58
trough in earned income, unemploy-
ment rates rose sharply so that pay-
ments under the regular unemployment
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insurance programs also rose substan-
tially. In the next quarter these bene-
fits fell off, but benefits paid under the
temporary supplemental TUC, at an
annual rate in excess of $1 billion after
seasonal adjustment, caused the total
to rise again.

In the most recent recession the
Federal Government again adopted a
temporary measure (TEC) for emer-

SURVEY OF CURRENT BUSINESS

gency extension of benefits. Payments
under this program of about $1 billion,
at an annual rate, in the second guarter
of 1961, accounted for the entire ad-
vance in total unemployment benefits
after the cyclical bottom.

While unemployment insurance bene-
fits and civilian retirement receipts
have complemented each other during
contractions and in the early stages of

December 1961

recovery, they have moved in opposite
directions in the later stages of ex-
pansion. Unemployment benefits in
the past have fallen off very sharply
after one or two quarters of recovery,
but the continued advance in the other
major series has kept the total of such
income from falling for more than one
or two quarters.

REVISED

The series on the book values of inventories
held by retail stores has been revised back to
1946, to incorporate adjustments to the year-
end estimates presented in the 1952-60 Re-
tail Trade Annual Reports of the Bureau of
the Census, to the latest (1957) Standard
Industrial Classifications of the Bureau of the
Budget, and to include Alaska and Hawaii.
The new series are directly comparable to
the published estimates of sales of retail
stores. There has also been a revision in the
seasonal factors for each line of trade.

While the amount of inventory revision
differed in the various years, most of the

divergence of movement affects the period
since 1958. In October 1961 the total up-
ward revision in inventories amounted fo
$1% billion, or 6 percent. Most of the ad-
justment is in the estimates of stocks held by
apparel stores, and by the “all other’” non-
durable goods group where the figures based
on the sample of reporting units are subject,
to particularly large sampling variability.
The yearend inventory estimates are based
on sample surveys conducted by the Bureau
of the Census. The sample of establishments
consists of about 36,000 firms operating
about 125,000 retail stores. A more complete

ESTIMATES OF RETAIL INVENTORIES

description of the sample design appears in
the 1960 Retail Trade Annual Report of the
Bureau of the Census. The monthly esti-
mates are based on reports of a subsample of
these firms and the Federal Reserve Board
monthly data on department stores’ stocks.

The following table presents revised esti-
mates for the December 1957-December 1960
period, and figures for 1961 appear on page
S-11 of this issue. Pages S—4 and S-5 carry
revised stock-sales ratios and the new data on
manufacturing and trade inventories, which
are affected by the new estimates of retail
stocks. Back data are available upon request.

Inventories of Retail Stores, by Kind of Business—Revised Series

[Billions of dollars]

Durable goods stores Nondurable goods stores Durable goods stores Nondurable zoods stores
Al All
End of period retail Auto- { Furni- | Lumber, General | retail Auto- | Furni- { Lumber, General
stores | Total | motive | ture and | building, | Total [Apparel| Food mer- stores | Total | motive | ture and | building,| Total [Apparel| Food mer-
group |appliancehardware group | group | chandise group |appliancethardware group | group | chandise
group group group group group group
UNADJUSTED FOR SEASONAL VARIATION ADJUSTED FOR SEASONAL VARIATION

10. 86 4.37 1.86 2.28 | 12.54 2,80 2.85 3.44 | 24.57 | 1141 4,64 1,92 2.40 | 13.16 3.03 2.85 3.84
10.95 4.51 1.83 2.30 | 12.82 2.68 2.80 342 2420 1n11 4.41 1,90 2.38 ] 13.09 2.96 2.86 3.80
1112 4.64 1.82 2.36 | 12,77 2.86 2.86 3.60 | 24.10{ 10.96 4.33 1.87 2.38 1 13.14 2.97 2.89 3.81
11.34 4.68 1.88 2.46 | 13.23 2.98 2.92 3.77( 24.06 ] 10.88 4,25 1.87 2.39 | 13.18 2.94 2.92 3.78
11.21 4.52 1.88 2.46 | 13.34 2.97 2.93 3.82 | 23.86 | 10.64 4.07 1.86 2.37 | 13.22 2.93 2.93 3.77
11.09 4.37 1.91 2.47 | 13.17 2.88 2.9 3.741 23.80} 10.58 3.97 1.88 2.38 | 13.23 2.93 2.90 3.76
10. 74 4.10 1.87 2.44 13.00 2,75 2.94 3.64 | 23.81 10. 50 3.88 1.88 2.38 13.32 2.91 2.93 2.78
10. 49 3.91 1.83 2.42 | 12.96 2.75 2.90 3.64 1 23.74% 10.38 3.75 1.87 2.39 ] 13.36 2.94 2.92 3.78
10.19 3.55 1. 86 2.40 13.30 2.92 2.88 3.75 | 23.66 10.31 3.66 1.88 2.41 13.35 2.88 2.93 3.76
9.87 3.15 1.92 2.40 | 13.85 3.17 2.89 4,02 23.80| 10.38 3.68 1.90 2.43 | 13.42 2.92 2.92 3.80
9.84 3.07 1.97 2.37 14. 40 3.25 3.01 4.32 | 23.78 10.28 3.66 1.90 2.41 13. 50 2.94 2.94 3.84
10.26 3.42 1.99 2.36 | 14.57 3.22 3.04 4.40 | 23.97 | 10.44 3.85 1.89 2.41 | 13.53 2.95 2.93 3.84
10.21 3.87 1.83 2.31 13.00 2.78 2.94 3.49 24.29 10.71 4.14 1.88 2.41 13. 58 2.97 2.95 3.86
10. 50 4.17 1.83 2.31 | 12.97 2.78 2.88 3.521 24.40 | 10.65 4.07 1.90 2.38 | 13.74 3.06 2.94 3.90
10. 82 4.37 1.85 2.35 13.37 2.95 2.89 3.68 ] 24.44 10. 68 4.07 1.90 2.37 13.76 3.05 2.93 3.90
11.23 4.59 1.89 2.44 13.7 3.06 2,91 3.90{ 24.41 10.78 4.15 1.90 2.38 13. 63 3.00 2.90 3.90
11. 60 4.83 1.90 2.48 | 13.99 3.14 2.95 4.00 | 24.8% | 11.02 4.36 1.89 2.40 | 13.86 3.10 2.93 3.96
11. 65 4.90 191 2.49 13.71 3.01 2.95 3.89 1 24.89 1111 4.43 1.90 2.40 13.78 3.07 2.93 3.94
11.60 4.84 1.90 2.46 | 13.55 2.97 2,94 3.81 | 25.16 | 11.27 4,54 1.91 2.40 | 13.88 3. 14 2.94 3.96
11. 67 4.93 1.88 2.45 ( 13.52 2.94 2.95 3.85| 25.41 | 11.48 4.70 1.92 2.43 | 13.93 3.13 2,97 3.99
11.26 4,44 1,91 2.42| 14.03 3.27 2.91 4.05 | 25.47| 11.42 4.61 1.93 2.43 | 14.06 3.21 2.96 4.05
10. 63 3.74 1.96 2.40 | 14,52 3.42 2.95 431 2532 11.27 4.42 1.93 2.42 | 14.05 3.16 2.97 4.07
11.12 4.09 2.01 2.39 14. 93 3.4 3.03 4.52 | 25,76 11.71 4.85 1.94 2.43 14. 05 3.13 2.97 4.06
11. 00 3.84 2,05 2,37 15.22 3.48 3.07 4.68 | 25.41| 11.26 4,36 1.95 2,43 | 14.15 3.18 2.98 4.10
10. 74 3.99 1.91 2,36 | 13.68 3.02 2.97 3.81 1 2554 11.27 4,32 1.96 2.45 | 14.27 3.22 2.98 4.18
11,25 4.54 1.8 2.39 1 13.42 2.89 2.94 3.751 25.651 11.41 4.44 1.95 2.46 | 14.24 3.17 3.01 4.16
11. 86 5.04 1.92 2.46 | 13.88 3.10 2.98 3.97| 26.01 | 11.69 4.70 1,96 2.47 | 14.32 3.21 3.03 4.20
12.33 5.33 1.96 2,51 | 14.73 3.38 3.09 4,26 | 26.42| 11.82 4,82 1,97 2.46 | 14.61 3.31 3.07 4.25
12.41 5.36 2.00 2,52 14.61 3.23 3.10 4251 26.26 | 11,79 4.80 1,98 2.44 | 14.48 3.22 3.07 4,22
12. 50 544 1.99 2.54 | 14.59 3.23 3.11 4,21 | 26.56 | 11.90 4,90 1,99 2.44 | 14.66 3.29 3.08 4,27
12,35 5.32 1.98 2.50 | 14.29 3.08 3.08 413 | 26.62 | 11.97 4.96 2.00 2.45 | 14.65 3.26 3.08 4.30
12,18 5.20 1,98 2,441 14.29 3.09 3.06 4,17 | 26.69 | 11.98 4.95 2.01 2,421 14.72 3.29 3.07 4.33
11.71 4.66 2.00 2.41| 14.70 3.34 3.03 4.34 | 26.58 | 11.86 4.83 2.01 2,42 | 14.72 3.28 3.08 4.32
11. 30 4.21 2.02 2.41 ] 15.28 3.59 3.05 4.57 | 26.82 | 12.04 5,02 1.99 2,437 14.78 3.32 3.08 4.31
11.83 4.63 2.05 2.40 | 15.65 3.64 3.14 4.76 1 27.23 1 12,47 5.43 1,98 2.44{ 14.76 3.32 3.09 4.29
12,11 4.79 2.08 2,38 | 15,97 3.68 3.19 491 | 27.36 | 12,52 5.48 197 2.44 | 14.85 3.37 3.1 4.30
11.72 4.88 1.90 2.35| 14.26 3.16 3.14 3.80 | 27.18| 12.33 5.27 1,95 2.44| 14.85 3.36 3.14 4,26

Source: U.S. Department of Commerce—Office of Business Economics and Bureau of the Census.
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THE STATISTICS here update series published in the 1961 edition of Business SraTistics, biennial Statistical Supplement to the SurveY
or CURRENT Busingss. That volume (price $2.00) contains data by months, or quarters, for the years 1957 through 1960 (1951-60, for major
quarterly series) and averages of monthly or quarterly data for all years back to 1939; it also provides a description of each series and references
to sources of earlier figures. Series added or significantly revised after the 1961 BusiNEss StaTisTics went to press are indicated by an asterisk
(*) and a dagger (1), respectively; certain revisions for 1960 issued too late for inclusion in the aforementioned volume appear in the monthly
SurvEY beginning with the July 1961 issue. Except as otherwise stated, the terms “unadjusted” and “‘adjusted’’ refer to adjustment for seasonal
variation.

Statistics originating in Government agencies are not copyrighted and may be reprinted freely. Data from private sources are provided
through the courtesy of the compilers, and are subject to their copyrights.

o 1958 | 1959 ' 1960 1958 1959 1960 1961
Unless otherwise stated, statistics through 1960
and descriptive notes are shown in the 1961 v 1 | I | I | v I I oo | | ow 1 | o | m | v
edition of BUSINESS STATISTICS Annual total
Seasonally adjusted quarterly totals at annual rates
GENERAL BUSINESS INDICATORS—Quarterly Series
NATIONAL INCOME AND PRODUCT
National income, total ... ____ . ____ bil. $..| 367.4 | 399.6 | 417.1| 381.7 | 390.7 { 405.2 | 399.4 | 402.8| 413.5 | 419.2 ] 419.0 | 416.5 | 412.2 | 426.0
Compensation of employees, total__._.._._. do____t 2571 278.4] 293.7| 263.7 ] 270.6| 280.0 | 280.5| 28241 290.2 | 2046 | 296.0] 294.0| 202.6 | 300.2
Wages and salaries, total.________________ do____| 239.8 258.5 271.3 245.8 251. 4 260. 1 260. 3 261.9 268. 3 272.4 | 273.2( 271.3 270.1 277.3
Private oo .. do____| 196.6 213.2 223 O 201.5 206.7 215.0 214.8 216.0 221. 4 224.6 224.2 | 221.6 219.7 226.0
Military._ .. do____ 9.8 9.9 9.9 9.9 9.9 9.9 9.8 9.8 9.8 9.9 10.0 10.1 10.1
Government civilian________.._________ do_...| 33.5 35.4 38 5 34.4 34.8 35.3 35.7 36.1 37.1 38.0 39.1 39.7 40.3 41.2
Supplements to wages and salaries_ .. ____ do.... 17.3 20.0 22.4 17.8 19.2 19.9 20.2 20.5 21.9 22.2 22.7 22.7 22.5 22.9
Proprietors’ income, totalg___._.._____..__ do_.__ 46.1 46.3 48.2 46. 5 46.6 46.7 45.9 46.1 46.3 48.6 48.7 49.0 48.9 49.2
Business and professionald™. ... .. _._ do._.. 32.5 35.0 36.2 33.5 34.1 35.2 35.3 35.3 35.8 36. 4 36.3 36.3 36.0 36.3
Farm_ oL R 13.5 11.3 12.¢ 12.9 12.5 11.5 10.6 10.8 10.5 12.3 12. 4 12,7 12.9 12.9
Rental income of persons._. 12.2 11.9 1.7 12,1 12.0 11.9 11.8 11.7 11.7 11.7 11.7 1.7 11.§ 11.5
Corporate profits and inventory valuation adjust-
ment, total .. .. bil.§..| 387.2 46.4 45.1 43.8 45.3 50.2 44.4 45.5 47.4 45.9 44.1 42.9 40.0 45.5 470 Jeeeeena
Corporate profits before tax, total________do____ 37.4 46.8 45.0 44.7 46.1 51.5 44.8 44.9 48.1 46.3 43.2 42.6 39.6 45.2 47.2 V..
Corporate profits tax hablhty ,,,,, doo._ 18.6 23.1 22.3 22,3 22.8 25.4 22,1 22.1 23.9 23.0 21.4 21,1 19.6 22.4 p
Corporate profits after tax____.______.__ do___. 18.8 23.7 22,7 22.4 23.4 26.1 2.7 22.7 24.2 23.3 21.7 21. 4 20.0 22.8
Inventory valuation adjustment________. do_... —.3 —.5 L0 -9 -9 -1.3 —.4 -7 —. 4 9 . .4 .3
Net interest oo oo . do.__. 14.8 16.6 18. 4 15.6 16.2 16.4 16.7 17.0 17.8 18.3 18.6 18.9 19.2 19.6
Gross national product, total..____.__________ do._..| #44.5 | 482.8 | 504.4 | 460.6 | 472.2 | 488.5 | 482.3 | 488.3 | 501.5 | 506.4 ] 505.1 | 504.5 | 300.8
Personal consumption expenditures, total _do____| 283.2 | 314.0 ] 3289} 299.81 8058 | 313.6 | 316.5} 320.0} 3523.8| 820.9 | 329.7 | 332.3] 330
Duvrable goods, total @ ]7.3 43.5 44.3 39.5 41.6 44.5 44.4 43.7 44.7 45.3 43.4 43.8 39.4
Automobiles and parts____ 13.9 18.1 18.6 15.6 17.2 19.0 18.4 17.6 1%.8 19.3 7.8 18.6 14.8
Furniture and household equipment ___do._.._ 17. 4 18.9 18.8 17.8 186.0 18.9 19.2 19.3 18.1 19.0 18.7 18.3 17.8
Nondurable goods, total @ .. _.__________ do._..] 141.6 § 147.3 | 152.4 | 143.2| 144.9 | 147.3 | 147.7 1 149.3 | 150.5 | 153.3 | 152.7 | 153.1 1 153.7
Clothing and shoes___..._.__._. ________ do__.. 25.7 27.4 28,1 26.2 26.5 27.8 27.6 27.8 28.1 28.3 28.3 27.7 27.9
Food and alcoholic beverages..._.______ do.._ 6.6 78.0 80.1 76.9 77.4 78.1 77.8 787 78.9 80.6 79.9 80.8 811
Gasolineand oil.___.___________________ do.... 10.5 11.0 11.6 10.6 10.7 10,9 i1 11.1 11.4 11.6 11.6 11.8 11.7
Services, total ® ... ____ do.__.} 114.3 123.2 132.2 117.1 110.4 121.9 124.4 127.0 128.6 131.2 133.6 135.4 137.5
Houschold operation._._______________._ do____ 16.9 18.1 19.6 17.2 17.5 17.8 18.2 18.9 19.2 19.5 19.7 20.0 20.6
Housing_ . __ do.._. 37.7 39.9 42.2 38.5 39.3 39.8 40.1 40.5 41.1 41.9 42.7 43.1 43.6
Transportation_____________________.__. do.___ 9.2 10.0 10.5 0.4 9.5 9.8 10.2 10.2 10. 4 10. 5 10.5 10. 5 10.5
Gross private domesticinvestment, total._..do_.__{ 56.6 72.4 72.4 63.6 70.4 79.1 68.2 71.8 78.9 74.6 70.5 65.6 59.8
New construetion._._____________________ 35.5 40.2 40.7 36.9 39.0 41,2 41.0 39.6 40.9 40.7 40. 4 40.7 39.6
Producers’ durable equipment___________ 23.1 25.9 27.5 23.4 24.3 26.3 26.6 26.6 27.1 28.6 27.7 26.7 24.2
Change in business inventories..._.._____ —2.0 6.3 4.2 3.3 7.1 11.7 i 5.6 10.9 5.4 2.4 —1.9 —4.0
Net exports of goods and services_. 1.2 -7 3.0 .4 —.6 -1.7 -.5 .0 1.8 2.3 3.0 5.1 53
Exports_.___.__ .d 22.7 23.1 26.7 22.7 22.1 22.3 24.0 24.1 25.6 26.7 26.8 27.6 27.6
Imports__ 215 23.8 23.6 22.3 22.7 24.0 24.5 24.0 23.9 24.4 23.8 22.4 22.3
Government purchases of goods and serviees, total
93.5 97.1 100.1 96.7 96.7 97.5 98.1 96.5 96.9 99.6 101.9 101.6 105.0 107.3 | 109.0 |-ccuo.ns
Federal (less Government sales) 52.6 53.5 52.9 54.3 53.2 53.9 54.1 52.9 51.8 52.9 54.0 53.0 54.7 56.6 6574 | coaeae
National defense @ .__ 4.8 46.2 45.5 45.5 45.9 46.5 46.3 45.9 45. 8 45.5 45. 4 45.7 47.2 48.8 49.0 |-
State and local 40.8 43.6 47.2 42.3 43.5 43.6 44.0 3.6 45.0 46.8 48.0 48.6 50.3 50.6 51,6 [-cceeeen
By major type of product:*
Final sales, total 446.5 | 476.5 1 500.2 | 457.3 | 465.2 | 476.8 | 481.6 | 482.7 | 490.5 | 501.0§ 502.7 | 506.4 | 504.8 | 513.2
Goodsoutput, total_______.____.._______ do....| 231.4 | 2440 | 254.3 | 234.3| 2383 | 244.6 | 247.1 1 246.1| 250.9 | 256.9 | 254.8 | 254.6 | 249.7 | 254.3
Durable goods output........_____.__ do....| 833 91.3 94.3 84.0 88.1 92.4 93.6 90.9 93.1 96.3 94.2 93.4 87.4 91.2
No_ndurable