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FOLLOVVIN G the pause in January,
which was in good part due to unusually
severe weather, business activity is
headed upward again. February wit-
nessed a rise in several major indica-
tors—personal income, nonagricultural
employment, hours of work, industrial
production, and retail sales. Tirst
quarter economic activity so far is
above that of the fourth quarter.

A continuation of the rising flow of
consumer purchasing power is indicated
by the personal income figures for
February. With  employment and
hours of work higher than in January,
total income registered an advance to a

seasonally adjusted total of $433
billion. This may be compared with an

average of $429 billion in the fourth
quarter and $403 in February 1961,
the low point of the 1960-61 cyclical
decline. Wage and salary disburse-
ments rose in most of the major groups,
notably in manufacturing.

Demand is rising

Demand is increasing in a number of
important sectors of the economy bhut
the pace of the overall advance in not so
large as that in the 1961 final quarter.
Expenditures for automobiles and work
put in place on residential construction
appear to have lessened somewhat
recently; both of these contributed
sizably (about $4 billion) to the large
fourth quarter increase in GNP. Con-
sumer purchases after seasonal adjust-
ment are currently above the fourth
quarter average.

Federal Government expenditures
continue to move upward as the defense
program progresses, and the uptrend in
state and local activities detailed in a
subsequent section is also an expansion-
ary force. Defense ordering is currently
going on at a brisk pace and 1962
promises to be a vear ol heavy deliveries
of military goods. State and local
vovernment outlays are expected to

contribute more than $4 billion to the
GNP advance this year.

Modest rise in business fixed invest-
ment

The most recent survey of plant and
equipment expenditures shows that
businessmen are expecting to raise their
outlays by 8 percent from 1961 to 1962.
This vepresents a continuation of the
moderate rise in these outlays that has
been underway since last summer. The

IN 1962 BUSINESS EXPECTS

PLANT AND EQUIPMENT INVESTMENT
To Rise 8 Percent Over 1961
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sales anticipations that have been
simultaneously reported in the survey
indicate further advances but not of
major proportions.

Manufacturing companies are also
expecting to add to their inventories in
the first half of 1962, although the
increases that have been anticipated
average about the same as in the final
quarter of 1961. Although rising sales
and output levels may be expected to
result in further inventory additions
over the mnecar-term, much of the
inventory picture at the moment scems
clouded by the uncertainties stemming
from the labor-management negotia-
tions in the steel industry.

Steel production higher in February

Steel output rose more than season-
ally from January to February, reach-
ing an annual rate of 127 million tons,
the highest volume in alinost two years.
Uncertainties on the part of steel users
about the progress of the current
labor-management negotiations in the
steel industry have introduced an
element of instability in steel markets.
The January-February output ol steel
was clearly influenced by business
actions designed to mitigate the effects
of a possible strike this summer.
Orders for steel this December and
January were unusually high and the
production rate was well in excess of
current consumption.

After mid-February mill operations
began to edge downward, even
though the typical seasonal movement
calls for an increase from February to
March. This lowering in the steel rate
reflected in part some letdown in order
placement by steel users as new contract
negotiations were initiated.

Assemblies of automobiles this Jan-
uary and February totaled alimost 1.2
million units, more than in any other
year, except 1960, 1957, and 1955. None-
theless passenger car assemblies regis-

1
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tered a seasonally adjusted decline
from January to February as producers
readjusted schedules to keep inven-
tories of new cars in line with dealers’
sales. February truck production was
maintained at the high January rate.

Retail buying stays high

Consumers have been purchasing at
a good pace so far this year. On the
basis of revised retail store data for
January, it appears that the seasonally
adjusted rate of total sales was about
the same as the December and the
high fourth quarter 1961 rate. Pre-
liminary data for February indicate a
slight pickup over January, with bad
weather reducing sales in the northeast
section of the country. If automobile
sales are excluded from the totals the
January-February seasonally adjusted
average would show a 1 percent gain

BORROWING IN THREE MAJOR MARKETS

Short-Term Borrowing by Business Has Increased
Moderately Since Last Summer, as Working
Capital Requirements Have Risen
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over the average for the last 3 months
of 1961.

Auto sales in February were about
unchanged from January, after seasonal
adjustment, totaling about 6 million
units on an annual basis. This is not
quite so high as in the first few months
of the model year although unfavor-
able weather may have held sales down.
Production adjustments kept dealers’
stocks about unchanged over the month
on a seasonally adjusted basis. End-
of-February inventories in dealers’ hands
were about the same as they were a
year ago when the sales level was 10
percent below the rate in 1962,

Rebound in employment

Employment in nonfarm establish-
ments, after seasonal adjustment, made
its best showing in the current recovery,
rising by 270,600 over the month to
54.7 million. Hours of work in manu-
facturing, after seasonal adjustment,
also recovered sharply. In retrospect,
the January data appear quite low and
were undoubtedly heavily influenced by
unusually bad weather. As compared
with the fourth quarter 1961 average
February employment in aggregate
was 220,000 higher; seasonally adjusted
hours of work in manufacturing in
February were about the same as the
fourth quarter average.

General Ease in Financial Markets

A condition of general ease continues
to characterize financial markets in
early 1962 despite the expansion in the
econonty over the past vear. Rising
incomes and profits have provided
ample funds to mieet the requirements
of individuals and businesses, while
Federal Reserve open market operations
and Treasury debt management policies
have served to maintain the general
liquidity of lending institutions. The
need for borrowed funds, while generally
higher, has not assumed 1najor propor-
tions. As a consequence, interest rates
are up only slightly from a year ago
and there has been little change regis-
tered since early this year.

Money supply and bank reserves
ample

The seasonally adjusted money sup-
ply (demand deposits and currency out-
side banks) has {fallen somewhat in

March 1962

early 1962 after having risen by 3.5
percent in 1961 and at a much [aster
rate in the last 4 months of the year.
The recent decline is probably attrib-
utable in large part to the increase in
maximum perinissible interest rates
payable on time deposits by commercial
banks which went into effect the first
of the year. These deposits, after
expanding by almost $10 billion in 1961,
rose sharply in January, and have con-
tinued upward in February, more than
offsetting the early 1962 decline in
demand deposits and currency.

Federal Reserve open market pur-
chases, in addition to facilitating this
sharp expansion in deposits and cur-
rency over the past year, have served
to maintain the reserve position of
member banks as well. Net free re-
serves (excess reserves less borrowing)
are high for this phase of the cycle at
about the $% billion level, a position
maintained for over a vear. This com-
pares with the past two postwar
business cycles in which free reserves
after a year of recovery have shown a
minus figure of over $0.6 billion.

Business borrowing

It will be recalled that early in 1961
business borrowing began to fall and
continued downward until the summer,
as the rising cash flow was more than
ample to finance business needs. As
the business advance continued the
demand for bank credit turned upward
in the second half. The expansion in
bank loans coincided rather closely with
the buildup in manufacturing inven-
tories that began last summer.

Unusually heavy borrowing in De-
cember was followed by sizable repay-
ments in the first part of this year.
Corporate profits expanded sharply in
the final quarter, thus diminishing the
need for outside financing. In view of
the projected increases in sales and
inventories and capital investment re-
ported further on, the upward move-
ment in bank loans may be expected to
continue, although for the near-term
this advance is likely to continue on a
modest scale.

Mortgage financing

The rather liquid position of lending
institutions and the limited demand for

(Continued on p. 9)



BY GENEVIEVE B. WIMSATT

Capital and Sales Budgets for 1962

AMERICAN business has scheduled
expenditures of $37.2 billion for new
plant and equipment in 1962, an in-
crease $2% billion or 8 percent above
the actual 1961 total. Investment in
this amount in 1962 compares with the
record of $37.0 billion in 1957. In-
dustrywise, the 1962 expansion in capi-
tal budgets is broadly based, with all
major industry groups except nonrail
transportation planning higher invest-
ment than in 1961. Further, the
survey ! indicates an upward trend in
expenditures throughout the year.

Accompanying the enlarged capital
programs are expectations of advances
in sales and revenues to new records.
Manufacturing and public utilities com-
panies estimate 1962 receipts at rates
7 and 8 percent above 1961. The
anticipated rise in retail and wholesale
trade is about 5 percent.

Profile of 1962 investment programs

Businessmen’s investment plans for
1962 suggest an overall expansion which
is moderate in view of the substantial
upswing in economic activity and in
profits sinee the cyclical low early in
1961.

Communications and commercial
firms expect to spend one-tenth more
in 1962 than in 1961. Manufacturers
have scheduled this year’s investment
at 9 percent more than in 1961, while
less-than-average increases are planned
by the electric and gas utilities. The
results for major industries are sum-
marized in the accompanying table.

Noteworthy in present plans is the
improvement in investment by the
durable goods manufacturing industries,
where cutbacks were pronounced in

1. Data in this article are based upon the regular annual
sutrvey of new plant and equipment expenditures conducted
jointly by the Office of Business Economics and the Securi-
ties and Exchange Commission. Reports of 1962 plans
were submitted by cooperating companies during February.
The agricultural industry is not covered by these recurring
SUrveys.

Rising Capital Investment—Record Sales Expected

the downswing. Fixed investment by
heavy goods producers this year is
expected to rise almost one-sixth over
1961. Railroad investment which does
not bulk large in total business spend-
ing, reports an interruption in the
long downtrend in equipment pur-
chasing with some recovery following
the sharp drop in 1961.

Quarterly programs

The quarterly tabulations show a
pattern of rise from the seasonally
adjusted annual rate of $35% billion
attained in the final quarter of 1961.
Spending in the first quarter is sched-
uled at $36 billion, and the second
quarter is slated for a further small
increase to $36J% billion. The expected
increase stems mainly from durable

goods producers and commercial com-
panies.

Under current plans, plant and
equipment purchases by durable goods
producers will be 16 percent higher in
the second quarter of this year than in
the corresponding quarter of 1961. For
all nonagricultural business investment
by midyear is expected to be at a rate
9 percent above the second quarter
1961 trough, with both manufacturing
and nonmanufacturing as a whole con-
tributing about equally to the ad-
vances.

Comparison of the anticipated out-
lays in the first half year with the
respondents’ programs for the full
year 1962 yields a second half estimate
of $38 billion, or 5 percent higher than
the first 6 months’ projection. Most

INCREASE IN PLANT AND EQUIPMENT INVESTMENT
® 1962 Programed at $37 Billion, Up $2 3/4 Billion From 1961 and

Approximating 1957 Record

® Rise Expected to Continue Throughout 1962
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of this expected increase is in manu-
facturing, public utilities and in com-
mercial industries.

Current capital budgets are influ-
enced by numerous favorable shortrun
factors. Chief among these are rising
sales and backlogs of unfilled orders,
improving profits, relative ease in
financing—both from internal and ex-
ternal sources—and the need for reduc-
ing costs and otherwise improving the
effectiveness of competitive positions
and basic technological advances. These
are providing a positive background for
investment decisions. In addition,
proposals for tax benefits on invest-
ment—in the form of both tax credits
and more rapid depreciation rates—
are now being considered.

On the other hand, a contrary
influence is the relatively ample ca-
pacity in most areas, despite the fact
that capital investment has constituted

SURVEY OF CURRENT BUSINESS

a declining proportion of total output
for the past four years,

Manufacturers’ Investment
Programs

With record sales and new orders,
manufacturers have laid plans [or sub-
stantial additions to their productive
facilities in 1962. Expenditures this
year may total $15 billion as compared
to $13% billion in 1961 and $16 billion
in 1957, when the 1955-57 investment
boom reached its peak. While planned
increases from last year are general
among the component industries, the
most substantial advances are originat-
ing in durable goods. Here, many
firms are aggressively attempting to
better market positions by the improve-
ment or addition of products, or by
lowering costs and increasing efficiency
vig automated equipment.

MANUFACTURERS’ ENLARGED 1962 CAPITAL BUDGETS

Reflect Recent Profits Improvement and Expectations of Higher Sales

DURABLE GOODS

NONDURABLE GOODS

INDUSTRIES INDUSTRIES
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Primary impetus to the expected
advance in capital spending lies with
the larger-sized companies. Plans of
medium and smaller firms are consist-
ently more modest but tend to follow
the industry pattern. That is, in those
industries reporting the largest antici-
pated rises in capital spending, increases
are generally larger among all size
groups than in those areas where the
overall rise is small.

Large rise for durable goods
Current plans of durable goods pro-

ducers provide for a 12 percent rise in

Table 1.—Percentage Change in Plant and
Equipment Expenditures 1960-61 and
Anticipated 1961-62

1960~61 1961-62

actual antici-

pated
Totalbusiness_.__________________ —4 8
Manufacturing.._..._.___... —6 | 9
Durable goods. ........__.. —13 16
Nondurable goods......._ 1 3
Mining._ - ..o -1 3
Railroads. ... —-35 20

Transportation, other than

rail . —1 0
Public utilities. ... .___.._._ -3 | 2
Commercial and other______ .. 1 i1

Sources: U.8, Department of Commerce, Oflice of Business
Economics and Securities and Exchange Commission,

investment during the second quarter
of 1962 over actual expenditures in the
fourth quarter of 1961. A further rise
is expected for the second hall. (See
chart.) Because of the very sharp
contraction in capital expenditures by
heavy goods companies in recent busi-
ness downturns the anticipated rate of
$7 billion in the spring quarter of this
yvear would be 5 percent under the 1960
cyclical high and 15 percent under the
1957 record. If second half plans are
realized, however, spending may return
to record rates.

Comparison of the quarterly move-
ments since 1957, shown in the chart,
indicates the lead time of reversals in
sales and profits movements over turns
in plant and equipment expenditures.
The relatively steep rise in profits and
rapidly improving sales in recent quar-
ters are reflected in the expansion of
durable goods producers capital budgets
for 1962. Historically, movements in
capital outlays for the group have been
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more volatile than sales, but less so, of
course, than those of profits.

Iron and steel producers’ plans call
for a 30-percent rise from a relatively
low 1961 base. Projections now are
for substantially increased rates of
spending throughout the year. Out-
lays of nonferrous metal firms in the
second half are expected to be back to
course, the 1960 amount.

Both motor vehicle and other trans-
portation equipment manufacturers are
scheduling 1962 capital spending at
rates one-fifth larger than 1961 outlays,
with an uptrend implied for the entire
yvear. Investment by nonautomotive
transportation equipment producers,
which have fluctuated within a narrow
range since early 1958, are expected to
move to a new high in the final half
of 1962.

Producers whose major business is
the output of capital equipment items—
i.e., electrical and nonelectrical ma-~
chinery and equipment—are reporting
divergent trends. In nonelectrical ma-
chinery—where demand for construc-
tion, store and office and other special
equipment is strong—1962 expenditures
are projected to rise an eighth.

In contrast, electrical machinery pro-
ducers, whose rate of investment growth
is well above the general industry aver-
age, are reducing programs some 3 per-
cent below 1961 outlays. This is one
of the few manufacturing industries
where capital outlays expanded sub-
stantially in 1959-60, and in the first
quarter of last year surpassed the quar-
terly high in 1957 by 16 percent. Out-
lays held at this high plateau during the
remainder of 1961.

Table 2.~—Petroleum Industry Plant and
Equipment Expenditures, By Function
1961 and Anticipated 1962

1961 1962
actual | antici-

pated | Per-

cent
change
Billions of dol- | 1961-62

lars

Total _____ . 2.76 2,82 2
Production._____.______.__._. 1.57 156 -1
Transportation. ... __._______ .13 .12 -8
Refining and petro-chemicals_ .50 .53 6
Marketing_ ... _________. .47 .50 6
Other. ... . .09 .11 22

Sources: U.S. Department of Commerce, Office of Busi-
ness Economics and Securities and Exchange Commission,
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Investment in nondurables higher

Producers of nondurable goods—a
strong group in 1961—have scheduled
another increase in plant and equip-
ment for this year. As can be seen in
the chart, outlays by the group were
well maintained during the late 1960-61
downturn in business, and investment
during 1962 will continue the moderate
uptrend which began in early 1958.

The increase in programs in 1962 is
primarily attributable to chemical, rub-
ber and petroleumm companies. (See
text table.) Oil companies expect to
spend $2.8 billion this year, 2 percent
more than in 1961. The projected in-
crease centers in facilities for refining,
petrochemicals and marketing, while
production and transportation expendi-
tures are planned at lower rates this
year than in 1961. Other major non-
durable goods industries—food, textiles
and paper—expect to maintain capital
budgets close to 1961 levels.

Nonmanufacturing Invest-
ment Schedules

Consistent with growing distribution
requirements and widening markets for
all types of services, nonmanufacturing
firms capital outlays have been ac-
counting for a growing proportion of
all nonagricultural business plant
and equipment expenditures. Expected
purchases in 1962 will be a record; out-
lays may exceed $22 billion—up 7 per-
cent from 1961 rates.

Within the commercial group all seg-
ments except finance are contemplating
enlarged purchases of new plant or
equipment this year. Percentagewise,
the largest increases are programed by
service and trade firms. Recent trends
in building permits for stores, garages,
restaurants, etc., together with the rise
in new orders for construction, store
and office machinery generally confirm
the probable realization of these plans.
Finance companies are expecting to
spend about the same amount as in
1961,

Utilities high but easing in first half

Plant and equipment expenditures by
public utilities have been in an irregu-
lar but generally declining trend since
late 1957. Anticipated outlays this
year are scheduled to be 2 percent above

5

the 1961 rate, but the quarterly pat-
tern of spending points to a continuing
decline in the first two quarters of this
year. A pickup is indicated for the
second half.

The same general pattern is charac-
teristic of both the electric and gas
groups. However, the investment pro-
grams of the electric group as now
planned are somewhat stronger than
for gas companies.

Other industries mixed

Expenditures for capital items by
nonrail transportation companies have
been dominated in recent years by the
jet plane acquisition programs of the
airlines. Orders for this new genera-
tion of commercial aircraft were met
very quickly, and capacity moved up
faster than demand. Payments on
these planes reached their high point
in 1959. Planned outlays for 1962
reveal further sharp declines in spending

CAPITAL OUTLAYS OF
NONMANUFACTURING FIRMS
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by airlines—this year’s total may drop
a fourth from 1961.

A counter-balancing development has
appeared in the programed acquisitions
of trucking companies. The rise in
expected spending this year about off-
sets the airlines’ reduction in dollar
purchases. Pipeline companies are
lowering capital budgets moderately
while other nonrail transportation com-
panies are planning small increases.
For the group as a whole 1962 expendi-
tures may be about the same as in
1961, with no definite trend evident
within the year,

As noted earlier, railroads’ capital
outlays in 1962 are scheduled for sub-
stantial increases, with traffic and
earnings improvement. Both expendi-
tures for road and equipment are
expected to rise. Orders for freight
cars and other equipment have in-
creased sharply in recent weeks from
comparatively low positions as rail-
roads found themselves unable to cope
with the demand for moving all types
of commodities, but particularly grain
and steel. Contributing to the pres-
sure is the considerable reduction of
number of cars owned by the roads in
the last four vears and the increase in
the proportion of cars awaiting repair.
Currently programs are predicted to be
on a rising trend throughout the year.

Table 3.—Business Sales, Actual and Antici-
pated, 1960-62

Percent change
1960-61 1961-62
actual antici-
pated
Manufacturing industries_____ . __ 1 7
Durable goods industries..._ .. -1 9
Iron and steel.._______.__. -7 15
Nonferrous metal_.__..___. 5
Electrical machinery...._. 2 7
Machinery, except electri-
cal . 4 9
Transportation equip-
ment___ ... __._._._... —6 10
Motor vehicles and
parts. .o ___..._____ -10 15
Stone, clay, and glass. ... 4 9
Nondurable goods industries__ 3 6
Food and beverage__...___ 2 5
Textile._ . 1 7
Paper._ 7 6
Chemica 8 9
Petroleum.. - 1 4
Rubber_ .. ______.._____. -3 1
Trade
Retail. ... . 0 5
Wholesale. ..o ... 2 5
Public utilities____________________ 5 8

Sources: U.S, Department of Commerce, Office of Busi-
mness Economics and Securities and Exchange Commission,
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Led by nonferrous metal extractive
companies, mining firms are scheduling
a moderate advance in plant and equip-
ment expenditures this year. The in-
creased spending would, however, still
be a fifth below peaks attained five
vears ago when the search for new ore
veins and oil pools was at its height.

Realization of 1961 Programs

Projections for the year 1961 were
made in a decidedly less favorable
environment than were the current
vear’s budgets: the first quarter of 1961
proved to be the trough in national
output. Total outlays were projected
at slightly more than $34% billion, or
3 percent less than in 1960. Although
business improved during the year,
sales expectations were not (ully met,
and programs were not greatly altered,
with final outlays at $34% billion,

But the close result in the total
stemmed from varving shifts in the

programs of the different groups. Du-
rable goods manufacturers reported

actual purchases of $6% billion, 6
percent below original budget antici-
pations. Sales expectations by durable
goods producers were for a 2-percent
rise; instead a 1 percent decline was
registered for the year. Disappointing
passenger car sales in the carly part of
1961 were certainly a factor in the
cutback of a fourth from planned
acquisition of new facilitics by motor

Sales Rise

Manufacturers, trade firms, and elec-
tric and gas utilities all look forward to
record sales and revenues this year
according to the expectations reported
along with investment anticipations in
this survey. In each case, projected
sales allow for some further expansion
from the sales rates prevailing at the
turn of the year.

Manufacturers expect sales to rise 7
percent from 1961 to 1962, with durable
goods producers projecting a somewhat
larger gain than do nondurable goods
companies. Expansion of this magni-
tude would mean that somewhat over

March 1962

vehicle companies. Nouferrous metal
producers also spent substantially less
in 1961 than programed. Among other
durable goods industries only scientific
and professional instrument producers
spent more than budgeted early in the
year.

Nondurable goods producers’ invest-
ment was almost the same as projected
early in 1961. While most industries’
expenditures fell moderately below
plans, there were substantial upward
adjustments by textile, apparel, leather,
and printing and publishing companies.
The appreciable reduction in suggested
average lives under the accelerated tax
depreciation schedules allowed by the
Treasury Department was announced
too late in the year to have been a
major factor in the textile industry’s
perforinance.

In the nonmanufacturing sector only
public utilities companies overestimated
the extent of their probable capital
spending. The shortfall was somewhat
greater for the gas than for the electrie
companies.

Expenditures by the railroads, and
by communications and commercial
firms in 1961 were larger than indicated
by earlier programs. The roads ad-
vanced outlays by an eighth as earnings
improved during the year. Both
mining and nonrail transportation com-
panies held outlays to original budgets.

Expected

one-half of the overall rise had occurred
by year-end 1961.

Retail and wholesale trade companies
each anticipate 5 percent higher sales
this year than last. These expecta-
tions appear quite conservative in view
of the volume reached in the year-end
advance.

Electric power and gas companies
project revenues in 1962 about 8 percent
above 1961. These expected increases
compare with 5 percent advances in
1961, although they are somewhat less
than the gains experienced in the 1959-
60 recovery.
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Recovery in factory sales

As can be seen in the table, every
major manufacturing industry antici-
pates an increase in sales from 1961 to
1962.  Those expected by durable
goods companies are generally relatively
greater than for soft goods producers—
a customary pattern in a recovery
period.

The largest relative gains—15 per-
cent each—are projected by steel and
auto companies, which also have pro-
gramed the largest increases in capital
expenditures this year. When com-
pared to current activity, however, the
1962 sales projections suggest only
slightly more of a rise for motor vehicle
companies this year, and a reduction in
the rate of operations for steel com-

SURVEY OF CURRENT BUSINESS

panies. The electrical and nonelee-
trical machinery industries look forward
to sales gains of 7 percent and 9 percent,
respectively, from 1961 to 1962.

In the nondurable goods industries,
anticipated sales gains in 1962 are paced
by rubber and chemicals companies
which expect 1962 sales about a tenth
above 1961. In the former industry,
the advance primarily reflects the sub-
stantial improvement in auto demand,
while in the latter industry the expected
sales gain is more broadly based on the
recovery in industrial output. Other
nondurable goods industries expect sales
rises of from 4 to 7 percent.

Last year’s sales were slightly lower
than projected, and the component
manufacturing industries as well as

7

trade and utility firms all correctly
reported the direction of thesales move-
ments. It is also worthy of note that
the sales deviations were quite similar
in magnitude, and, to a large extent in
composition, to those in capital outlays.

In manufacturing, sales rose 1 per-
cent from 1960 to 1961 as compared to
a projection of a 3 percent increase.
The short fall occurred among motor
vehicles, primary metals and electrical
machinery companies. The two [ormer
industries experienced a larger sales loss
than projected.

Public utilities and trade companies
realized sales gains of 5 percent and 1
percent, respectively—or about 2 per-
cent lower than expected.

Table 4.—Expenditures on New Plant and Equipment by U.S. Business !, 1960-62
[Billions of dollars]

Annual Unadjusted Seasonally adjusted at annual rates
1960 1961 1962 1960 1961 1562
1960 | 1961 | 19622
Jan.-|Apr.-July-| Oct.- Jan.~| Apr.~|Jaly- | Oct.~ Jan.- | Apr.-| Jan.— [Apr.-[July- | Oct.~|Jan—|Apr.-|July—| Oct.—{ Jan.—; Apr.—
Mar. | June | Sept.| Dec. | Mar. | June | Sept. | Dec. |Mar.2/June 2| Mar. { June | Sept. | Dec. | Mar. | June | Sept.{ Dec. | Mar.*jjune *
Allindustries.... .. .. 35. 68 (34,37 (37.16 | 7.89 | 9,28 | 8.98 | 9.53 | 7.57 | 8,61 | 8,65 | 9.54 | 8,14 | 9,44 |35.15 (36,30 35,90 [35.50 |33,85 |33,50 (34,70 |35.40 (36,10 | 36, 60
Manufacturing industries.________ 14,48 113.68 |14,90 | 3.09 | 3,76 | 3,62 | 4.01 | 3,00 | 3.46 | 3,34 | 3.88 { 3.18 | 3,75 |14, 10 114,70 (14,65 |14.40 [13.75 13,50 |13,65 |14,00 |14.40 | 14,65
Durable goods industries. ______. 7.18 16,27 1 7.29 | 1.55 | 1,88 | 1,80 | 1,95 | 1,41 | 1.58 | 1,50 | 1,79 | 1.54 | 1,82 | 7,15 | 7.40 | 7.35 | 6.85 | 6,50 | 6,20 | 6.10 | 6.40 | 7,00 | 7,20
Primary iron and steel.._______ 1.60 | 1.13 | 1.48 .33 .42 .42 .43 .28 .28 .26 .30 .28 L3561 1.601.60|1.756 ] 1.45 1 1.35) 1.05 | 1.10 | .10 | 1.25 1.40
Primary nonferrous metal __ ___ .31 .26 .31 .07 08| .07| .09 | .07| .07 | .06} .07, .06| .07 | .30] .30] .30} .30 .30} .25| .25| .26 .30 .30
Electrical machinery & equip-

INeNE . o L6811 .69 .67 12 .16 .17 .23 | .15 .17} .17 .20 .14| .16! .60| .65 .70 | .76 .70 .70 .70, .85| .70 .63
Machinery, except electrical___| 1.10 | 1.10 | 1.24 25 .28 .26 L300 .25 .28 .26 .32 .28 .32 L15 (1151057105 1.15 | 1.10 | 1.05 ] 1.15 | 1.25 1.25
Motor vehiclesand parts._._._| .89 | 75| .90 17| .23 .25 .23} .15 .20 .19 .21{ .16 .20| .8 | .90 .95| .90 | .70 | .80} .70 | .80 .80 .80
Transportation equipmnent, ex-

cluding motor vehicles.._.._. .42 .38 .46 J10| 10| 10| .11 | .09 .10{ .09 1] .09 .10} .45 .40} .40 .40 | .40 .40| .35 | .40 .40 .40
Stone, clay and glass_.__.___.__ .62 1 .51 A0 L4 17| 15| 16 L1 12 12 16| L1415 |l |aoo |- (RS IR SV IO R B
Other durable goods®____..____ 1.56 | L.45] 1.65 36 .43 .37 .40 .30 .36 .36 .43 VBB AT e e e ORI [

Nondurable goods industries.._.] 7.30 | 7,40 | 7.62 | 1,54 | 1,88 | 1,81 2,06 | 1,59 | 1,88 | 1.84 | 2,09 | 1.64 | 1,92 | 6.95 | 7.30 | 7,30 | 7.55 | 7,25 [ 7.30 | 7.556 | 7.60 | 7.45 | 7.50
Food and beverage._____.____. .92 L98 1 1L00 ) .21 .25 .23 .23 .23 .25 24 .27 .23 .26 .90 | .90 .95 .9 .95 .90 1 1.00} 1.05| 1.00 1.00
Textile. . oeeeaa.n et —m——— B34 .50 .50 L1210 L1310 L4} .14 12 (12 (12 L1 . 13. 15 .50 .50 .60 .55 .50 | .461 .50 .50 | .55 .60
Paper._. ... .75 .68 .68 .16 .18 .20 .21 .16 .17 .16 .18 .15 17 .70 .75 .80 .75 .75 .70 .65 .70 .70 .70
Chemical..____ ... ... 1.60 | 1.62 | 1.71 .33 40 40 46 .33 42 .40 46 36 421 1.45 1 1.60 | 1.65 1 1.65 | 1.50 | 1.65 | 1.65 | 1.65 | 1.65 1.65
Petroleum and coal-.__._____._ 2.64 12,76 | 2.82 .53 69 63 7 . 56 70 .70 20 54 67 | 2.55 | 2.7 2.5012.80 |270275(285(280]255] 260
Rubber__ . ______ .23 .22 28 .05 06 06 06 .05 05 .06 07 06 (12 SNORRUUINS DRI SEPRIUPORY PRPRRIVIR (FRCURIR PRORUPUR ROURRY PRI RO
Other nondurable goods 4_____. 641 .65 .65 15 17 16 18 .14 17 16 18 17 2.7 IR ORI S PSRN SR IS PR ORI RN RSO R,

Mining. .. L99 | 98 (1,01 22| .27} .25 24| 21| .26 .25 .26} .24 .27 1100|105 1,00) .90 ,95| 1,00 1,00 100(110) 1,05
Railroad_ ... ... ______ L,03| .67 80| .25 .29} .24 ,25| .17 18| .16 .16} 19| .22( 1,00 | 1,10 | 1,00 1,00 | .70 | ,70( ,65| .60} ,80 .80
Transportation, other thanrail.___| 1,94 | 1,85 | 1.84 ) 47| .58 | .47} .46 41| .48 .47 ] .50 | .41} .50 | 2,00 [ 2,15| £90 | 1,80 | 1,75 | 1.80 | .90 } 1,95} 1,75 | 1,90
Public utilities__ ... 5.68 552|560 1,18 1,42 (150 1,58 1,09 1.39 150154 [1,07|131|575]|570]|5.60|5.70]535]|5,50!85.65]555]|525( 5,20

Communication. ... ... .. 3,13 | 3,22 L1 .80 (77 85 .75 .81 .78 .88
13,00 3,05 | 3.40 (11,35 (11,60 {11,75 11,65 |11,30 |11,05 [11,85 |12,35 |12,75 | 13,60

Commercial and others.___________ 8.44 | 8,46 1,98 (2,19 (213|214 [ 1,94} 2,04 | 2,16 | 2,32
1. Data exclude expenditures of agricultural business and outlays charged to current 5. Includes trade, service, finance, and construction. The anticipated expenditures anid

the seasonally adjusted data also include communication.
Note: Details may not add to totals due to rounding. Data for earlier years were pub-
lished in the June 1956, March 1958, 1960, and 1961 Survey of Current Business.

Sources: U.8. Department of Commerce, Office of Business Economics, and Securities
and Exchange Commission.

account.

2. Estimates are based on anticipated capital expenditures reported by business in late
January and February 1962. The estimates for the first and second quarters of 1962 have
heen adjusted when necessary for systematic tendencies in anticipatory data.
ind 3. Includes fabricated metal, lumber, furniture, instrument, ordnance, and miscellaneous
industries.

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



BY MARIE P. HERTZBERG

Inventory Expectations

IN addition to the outlook material on
business fixed investment for 1962,
which has been covered in the preceding
review, the just-completed survev of
inventory expectations throws light on
another important aspect of business
investment. The results reveal that
the economy will derive some mild
stimulation in the early part of the year
from the need to build up inventories
to the higher level required by current
buying trends. This covers manufac-
turers, but as stated in the earlier
fixed investment review, the trade in-
dustries expect higher sales which would
also require larger inventories to pro-
vide adequate selection and prompt
deliveries.

In terms of the gross national product
what the survey indicates is that the
contribution of inventory accumulation
in the first half of the year in the
manufacturing sector would not be
markedly different from the final quar-
ter of 1961.

Manufacturers expect further in-
ventory accumulation during the first
half of 1962 of $2 billion, seasonally
adjusted, or slightly more than the
rise that took place in the final 6
months of 1961, according to the quar-
terly anticipation survey conducted
in February. In the second quarter
the accumulation is expected to be
somewhat less than in the first quarter.

Sales are expected to rise as reported
in the 1962 review. The first quarter
is estimated at new highs of $97%
billion! and the second quarter at
$983% billion, after seasonal adjustment;
the sales rate at the turn of the year is
$96 billion. The survey indicates some
slowing down in the quarterly rate of

1. Sales are based on company reports and thus include

intercompany transfers so that a considerable amount of
duplication is involved.
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gain from about 2% percent per quarter
in the latter half of 1961 to a rise of 1
percent per quarter in the first half of
1962.

A comparison of these expectations
for the first half of 1962 with data for
the full year analyzed in the preceding
article, indicates a continuation of the
sales rise into the final half of this year
at a rate not substantially different
from the current period. The further
modest gain is due to increases in sales
of nondurable goods. The anticipa-
tions suggest no rise in durable goods
sales in the second half of 1962, pri-

Table 1.—Manufacturers’ Inventories and
Sales: Actual and Anticipated

[Billions of dollars]
Inventories, end Sales, total for
of quarter quarter
2 2
- 2| 8
=3 s = = 2
s | 5|53 |28 |28
= a z, = =] Z
547 1321|226 92.5| 459 46.6
154913221227 93.2 | 46.0 47.2
54.3 | 31.6 | 22.7 | 89.7 | 41.7 48.0
53.9130.8123.1}89.5]42.6] 46.9
53.8 130.8 230864397 46.6
_153.6 (305231931449 48.2
53.8 1 30.6 23119251 42.9 49.5
55,2 [ 31.2 | 24.0 | 96.8 | 47.0 | 49.8
56.8 | 32.6 { 24.1 | 96.2 | 47.0 49.2
57.5 | 33.3 | 24.2 {100.3 | 50.3 50.0
543 (31.81226|93.5]|46.3| 47.2
55.1132.2(22.9| 928|450 47.8
54.7 1 31.8122.9190.7 | 43.6 47.1
53.7130.9]22.9| 8.0 415 16. 5
3130.3123.01!87.2|40.2] 47.1
4130.2)23.2191.7 | 43.4 48.3
4131.1123.3}193.8)| 448 49.1
2131.5123.7]96.3 | 46.5 49.8
413232410 97.7 0 47.8 1 49.9
.2 133.01 24398448 4 50.0

1. Anticipations reported by manufacturersinJanuary and
early February. Inventories have been corrected for systera-
atic tendencies in anticipatory data. Anticipated inven-
tories as reported before adjustment for either seasonal varia-
tions or for systematic tendencies at the end of March are
(in billions of dollars): total $55.4, durables $31.8, nondurables
$23.6. The comparable anticipations for June 30, 1962 are
$55.0, $31.6, and $23.3, respectively.

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

Further Rise in First Half of 1962

marily due to an expected reduction in
steel sales.

It should be borne in mind that these
second half results are derived as a
residual using data from two surveys
which have different samples. The
coverage of small manufacturers is
lower in the sales and inventory survey.

Manufacturers now report that their
sales are estimated to rise one-eighth
from the cyclical low of the first quarter
of 1961 to midyear 1962. The advance
thus far has been somewhat slower than
in the 1958-59 cycle when a full cyelical
recovery was not realized. However,
the most recent cyclical decline was
likewise less sharp than that of the
previous ecycle. Durable and non-
durable goods producers indicate slower
expansion in sales than in 1958-59.

Sales of nondurable goods manufac-
turers are expected to rise fractionally
in the first and second quarters of 1962
with sales reaching $50 billion, season-
ally adjusted, by the second quarter.
Gains in the closing quarters of 1961
were about 1% percent.

Durable goods manufacturers expect
sales torise 3 and 1 percent, respectively
in the first and second quarters bringing
dollar volume to a record seasonally
adjusted rate of $48% billion in the
spring quarter. Most major durable
goods industries expect rising sales
during this period. Steel companies
anticipate substantial increases in ship-
ments in the current half year, although
the expected rise in the second quarter
of 1962 is well below the actual rise in
in the corresponding quarter of 1959.

Inventory accumulation continues

Inventory developments in the open-
ing months of 1962 are influenced by
several major considerations: a con-
servative inveutory policy which has
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kept stock-sales ratios close to all-time
lows throughout most of 1961; the
steady rise in both sales and unfilled
orders backlogs in 1961 with expecta-
tions of further rise in 1962; and the
accumulation of steel inventories as a
hedge against a possible strike-induced
shortage.

Manufacturers’ inventories totaled
just over $55 billion, after seasonal
adjustinent, at the close of 1961, The
survey indicates an anticipated accumu-
lation of about $1% billion and $800
million, respectively, in the first two
quarters of this year. Both durable
and nondurable goods companies expect
slower rates of addition in the second
quarter.

Durable goods producers expect their
inventories to rise about $1% billion
during the first half of 1962, a slightly

Table 2.—Manufacturers’ Evaluation of the
Condition of Their Inventories as of: !

[Percent distribution]

1660 1961

128 g5 28|

2 2|l B12! 3R] ¢

212818 1281% 2
Total manufacturing._]100 100 [100 [160 [100 {100 {100 | 100
Iligh__ 4311352028 22 12 12
About 16 63 | 70 L 71| 77 ] 81 86 86
Low__._ 2 2 1 1 1 1 2 2
Durable goods_ ___.___ 100 100 {100 {100 (100 {100 |100 | 100
Tigh. .. ____.__. 3014213613224 19) 13 13
About right__...__ 60 | 57 | 631 67 { 75| 80 ] 85 85
Low. ... 1 1 1 1 1 1 2 2
Nondurable goods____. 100 100 {100 {100 {100 {100 [100 | 100
Tligho.____ e eemn 2012612062219} 16; 10 11
About right__ N7 7877 80| 82 | 87 &6
Low___ . ... 3| 3| 2| 1 1 2} 3 3

1. Condition of actual inventories relative to sales and un-
filled orders position as viewed by reporting companies,
Percent distribution of inventory book values according to
company'’s classification of overall inventory condition.

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

larger amount than in the last half of
1961. Given the expected sales
advance, the stock-sales ratio at mid-
year would be relatively low, about 2.0,
the same as at year-end 1961 and the
first half of 1959 but lower than in any
other period since early 1956. The
ratio has fallen steadily from 2.3 at the
beginning of the cyclical advance in the
early part of 1961.

Nondurable goods companies indi-
cate an increase of somewhat over $%
billion in stocks in the current half year,
seasonally adjusted, with most of the
rise in the first quarter. This rate of

629450°—62——2
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accumulation is the same as that in
the second half of last year. The
stock-sales ratio which had stabilized
at 1.4 in the last three quarters of 1961
is expected to rise slightly by midyear—
to about the average experienced in
1959 and 1960.

Holders’ evaluation of inventory posi-
tion

The February survey requested the
cooperators to classify their inventory
position on December 31, 1961 as
“high,” ‘“about right,” or ‘“low’” in
relationship to recent trends in sales
and unfilled orders.

Manufacturers indicated no change
in the appraisal of their inventory posi-
tion from their September 30 cvalua-~
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tion when stocks were generally viewed
as favorable. Companies holding 12
percent of the total manufacturers’
values of inventories classified their
holdings as ‘‘high,” while a bare 2
percent were in the ‘“low” category.
The percentage classified as “high” is
the smallest since the inception of this
survey in September 1957.

The 12 percent “high” compares
with a ratio of 35 percent at the cyclical
downturn in June 1960. Patterns are
basically the same for both durable and
nondurable goods. There was a decline
from September 1961 in the ratio of
inventory considered high by metal
fabricators, but this was offset by
increases in other durable goods
industries.

The Business Situation

(Continued from p. 2)

short- and intermediate-term credit
continues to provide a favorable setting
for expansion in mortgage borrowing,
even though the most recent data give
evidence of some leveling. A two-
year decline in mortgage loans was
arrested early last year, and the sub-
sequent rise, while not cspecially sharp
for a recovery year, was nevertheless
substantial (see chart). Mortgage loan
commitments ol saving and loan associ-
ations in January of 1962 exceeded
those of a year earlier by about two-
fifths. On the other hand FHA appli-
cations for new and existing homes
were down in January, following a
strengthening in the final quarter of
1961.

Although mortgage activity under-
went a considerable expansion last year
and recordings were fully as high as in
1959, interest rates rose little. During
the past several months average yields
on FHA mortgages and interest rates on
conventional loans have both been
comparatively stable.

Consumer credit advances

Consumer installment credit out-
standing, after seasonal adjustment,
rose by $0.2 billion this January, the
fourth successive monthly rise, though
somewhat less than the average increase
in the fourth quarter. Outstandings
had changed little during the first three
quarters of 1961 as consumer durable

purchases lagged behind the rise in
income. In the fourth quarter net
extensions totaled $0.7 billion, as con-
sumers stepped up their purchases of
automobiles, though other types of
installment paper also advanced.

Interest rates level

The availability of bank credit and
the expansion ol liquid assets over the
past year has precluded any sharp rise
in interest rates to date.

Short-term rates fluctuated within a
narrow range for the first three quarters
of last year. Actions by monectary
authorities early in 1961 contributed to
the maintenance of short-term rates for
balance of payments reasons. Sub-
sequently, as demand for credit
expanded, additions to bank reserves
helped to restrain increases in rates.
With the continued expansion in short-
term borrowing, rates began to 1ise
somewhat toward the end of 1961 and
into the very early part of this year.
However, this upward movement
appears to have been arrested recently.

Intermediate and long-term rates fell
much less than short-term during the
recession, and have risen less during the
recovery. With the heavy borrowing
by corporations in security markets last
summer, yields on the longer-term
issues rose slightly at that time, but
since then little net change has
occurred.



BY GEORGE M. COBREN AND LILLIAN P. BARNES

Mate and Local Government Outlays

A DYNAMIC element in the current
econolnice situation is the steady and
rapid growth in State and local govern-
ment activities. This continues as a
potent expansionary market force in
the Nation’s economy.

Total outlays of these governments,
as measured in the national income
accounts, amounted to $57% billion in
1961, and they are expected to advance
to about $62 billion in the current year.

According to present estimates, re-
ceipts will show a similar rise from 1961
to 1962, but expenditures will continue
to exceed receipts, as they have in re-
cent years. While the recent increases
in these outlays reflect in part higher
prices and wage costs, they represent
mainly increases in volume associated
with the continuing pressure on existing
facilities and the expanded responsi-
bilities of these governmental units.

Steady advance in purchasing
Direct purchases of goods and serv-

ices constitute a much larger proportion

Table 1.—Object Breakdown of State and
cal Government Purchases of Goods
and Services.

[Billions of dollars]
1957 | 1958 | 1959 | 1960 | 1961
State and local govern-
ment purchases of goods
and services_.__.______._. 36.8 | 40.8 | 43.6 | 47.2 | 51.4
Compensation of em-
ployees_...____.__._. 19.5 | 215 | 28.3 | 25,7 | 28.0
‘Wages and salaries] 18.1} 20.0 | 21.5 | 23.6 | 25.6
Public educa-
[315) S 87| 97]10.6]1L9| 13.1
Nonschool_..._ 9.4]10.2110.9| 11.7 | 12.6
Supplements to
wages and sala-
b 3 L, 1.4 1.6 1.8 2.1 2.4
New consfruction__..__ 1.0 0 12,1 12.4 } 12,3 ] 13.2
Highways......._ 48| 54| 57| 54 57
Educational ... 2.8 29! 2.6} 2.8 3.0
Hospital and insti-
tutional._.__.____ .3 .4 .4 .3 .3
Sewer____ 1 .8 .8 .9 .9 .9
Water____ - .6 .6 .6 .6 .7
Al other._...c.n.e 1.8 20| 22| 23 2.6
Other purchases._....._ 6.3 7.2{ 7.9 9.2 0.2

Igé?éote: Data for Alaska and Hawaii included beginning
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of total expenditures for States and
localities than in the case of the Federal
Government., State and local purchases
totaled $51% billion last year and are
expected to contribute over $4 billion
to the GNP advance in 1962. These
purchases currently constitute five-
sixths of all government outlays for
goods and serviees for nondefense pur-
poses, and represent about one-tenth of
the gross national product.

State and local purchases continued
to rise during the course of the 1960~
1961 GNP downturn—as they had
during each of the previous postwar
recessions—and consequently served to
help moderate the overall cyclical
swing. In this respect their course has
been similar to that of two other major
components of the GNP aggregate:
consuler expenditures for nondurable
goods and for serviees, both of which
have also displayed persistent uptrends,
(The latter were reviewed last month—
February Survey, p. 15.) It is note-
worthy, however, that in recent years,
State and local purchases have ad-
vanced at a more rapid pace than either
of these two broad categories of con-
sumer spending.

The growth in State and local
government purchases has continued
to outpace the population increases
in recent years, and per capita expend-
itures have been mounting rapidly.
(See chart on page 11.) Other demo-
graphic factors determining the high
demand for governmental services are
the differential rates of growth in various
sections of the country and the higher
growth rates in the age groups drawing
heavily on these services, notably school
children.

Outlays for education and for high-
ways (including improvements of exist-
ing roads and streets) account for over
half of the total goods and services

Continue in a Strong Uptrend

purchased by these governments.
Health and sanitation, general adminis-
tration, and civilian safety—the next
three most important functions—make
up most of the remainder. More than
four-fifths of the direct purchases for
educational purposes are made by local
governments, and almost two-thirds of
the highway outlays are made by
States. A detailed functional break-
down of the separate State and local
expenditures by tvpe of outlay is shown
for 1960 in table 4,

Table 2.—State and Local Government
Receipts and Expenditures
[Billions of dollars]

1957 | 1658 | 1959 | 1960 | 1961
: '

State government receipts_..___ 21, 2] 22,91 26,0 27,5 29,2

Taxes and nontaxes_....._. 15.9) 16.3] 18.2, 19.9. 21.0
Contributions for social in-

SUIaNCe. - o ooom oo L5 1.6f 1.8 2.0 2.1
Current surplus of govern-

ment enterprises 1___.____ .4 .4 .5 .6 .8

Federal grants-in-aid_______ 3.0 4.21 5.2 4.6/ 50
Local government pay-

ments.._____________._._. .4 L3 .4 .4 4

State government expendi-~
20,67 22,8 24,2 26.4] 28.7

Purchases of goods and

services. .. ___ ... 11.9] 13.4| 14. 41 15. 4] 16.7
Transfer payments to per-
Sons._ . 71 2.8] 3.00 3.2
Net intel . L2 =21 =31 —.8
Interest paid . 4 05 L6 .8
Less: Interest received_| .35 6 .7 .8 9
Payments to local govern- |
ments.___.____._____.__ 6.4/ 6.8 7.2/ 82 9.1
Surplus or deficit (—) on
income and product ac-
count_ . __.____......... 7t .1 L9 L1 .4
Local government receipts..._.. 26.0; 28.1] 30.2! 82.7| 35.3
Taxes and nontaxes........ 16.4] 17.8| 19.0] 20.1| 21. 4
Contributions for social in-
SUTANCe - - o e cceaee L8 .9 .9 L1 L1
Current surplus of govern-
ment enterprises ... L4 1.4 1.6 18 20
Federal grants-in-aid_..._._. 1.0 1.2] 1.4 1.5 16
State government pay-
ments.___________..._._.. 6.4 6.8 7.2/ 82 9.1
Local government expendi-
171 £ 27.7] 30.3} 32,4 35,2} 38.4

Purchases of goods and
SEIVICeS. - aaimencaaas
Transfer payments to per-

24.9| 27.4] 20.2{ 31.7| 34.7

1.7 1.8 2.0 21| 22

70 .80 .9 1ol L1

Interest paid. Lo L1l 1.3 L4 L3

Less: Interest e 3 .4 .4 .4 .5
Payments to state govern-

ments. o ooiaceaol 4 3l .4 .4 .4
Surplus or deficit (—) on
income and product ac-

COUNt. o coo el —-17-2.2(—23{—2,5—3.1

1. The treatment of this item differs from that in the regu-
larly published national income account table in that it is
classified here as a receipt rather than as a negative expendi-
ture.

Note: Data for Alaska and Hawaii included beginning
960.
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Employment up sharply

Viewed in terms of objeets purchased,
as in table 1, more than half of the
total outlay for goods and services go
for payrolls. The number of full-time
equivalent employees rose to 5% million
in 1961, about one-quarter million
higher than in the previous year, and
almost 900,000 higher than the number
employed in 1957. The rise has been
most rapid in employment in schools,
which accounts for somewhat less than
half of the total. Annual earnings of
both school and nonschool employees
have also climbed steadily, averaging
more than 4 percent a year in the 1957—
61 period, and adding substantially to
the total payrolls. The increase from
1960 to 1961 represented almost one-
fourth of the change in the total wage
and salary component of the national
income.

One-fourth of the total outlays for
goods and services is expended for new
construction, which rose to $13 billion
last year, after hovering around $12
to $12% billion in the 3 preceding years,
and some further increase is expected
in the current year. While showing
some cyclical tendencies, the fluctua-
tions have been moderate as compared
with those in private construction
activity. All other purchases from
business, which cover an extremely wide
array of commodities ranging from

PER CAPITA PURCHASES BY STATE AND
LOCAL GOVERNMENTS
Qutlays Increasing More Rapidly Than Population
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STATE AND LOCAL FISCAL POSITIONS COMPARED

LOCAL GOVERNMENTS
Expenditures Continue Above Receipty

STATE GOVERNMENTS

Surplus Mainly Due To Operations of Pension
Trust Funds

Billion $ Billion $-
40 == 40
Expenditures
KL \ ] - — 35
Deficip
50 - \ 4 k — 30
Receipts
Receipts Surply
25 |- ~4  F il - 25
Expendifur.é'e‘;
20 — — -1 20
15 ] | ] ] ! | ! I 1 ! ! 1 15

1957 58 59 60 61 62 63

Note; National income and product basis.

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

paper clips to school buses, have shown
a steady upward trend roughly similar
to payrolls.

Transfer payments total $5% billion

Although goods and services repre-
sent by far the largest share of State and
local government expenditures, trans-
fer payments and net interest payments
are also important items in their
budgets. Transfer payments by these
governments have been increasing by
more than $¥% billion a year and amount-
ed to $5% billion in 1961. Disburse-
ments to the aged, to dependent
children, and to other public welfare
recipients comprise about two-thirds of
total transfer payments. These out-
lays have grown with increases in the
scope of social security programs, the
numbers requiring assistance, and with
cost-of-living increases in average bene-
fit payments. Most of the remaining
payments represent retirement pen-
sions for State and local government
employees which have risen with the
expansion in the number of beneficiaries
and increases in average annuities.

State and local expenditures for
interest charges are recorded on a net
basis in the national income and
product accounts. However, on a gross
basis these governments paid out over
$2 billion for interest charges on their

1957 58 59 60 61 62 63

£2-3-8

outstanding debt in 1961, while they
received almost $1% billion of interest
income from investments in govern-
ment and private securities, the major
portion of which is held by their pen-
sion and other trust funds.

In examining State and local govern-
ment expenditures separately, as in
table—, it is also necessary to take into
account the payments made from one
level of government to the other; these
intergovernmental payments cancel
when the two areas are consolidated.
As can be seen from the table, the most
important of these flows is that from
States to localities. These payments
constitute more than 30 percent of the
total expenditures of State govern-
ments, and play a major role in local
government financing.

Tax revenue lags outlays

The major sources of revenue for
States and localities are shown in
tables 2 and 3. Receipts have moved
upward with the steady expansion of
expenditures, but the pattern of revenue
sources has shown little change over
the past several years. With expendi-
tures increasing by 40 percent over
the 1957-61 period, these governments
have been making strenuous efforts to
expand their receipts from tax sources.
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Table 3.—~Distribution of State and Local Government Taxes and Nontaxes

1957 1958 1959 1960 1961 1957 1958 1959 1960 1961
Billions of dollars Percent
States
Total .o eeecccmccmmnnne 15,9 16.3 18,2 19,9 2L,0] 100.0 | 100.0] 100.0 [ 100.0 100.0
7.6 7.7 8.6 9.5 9.9 47.6 47.1 47.0 47.8 47.0
2.6 2.6 3.1 3.5 3.7 16.1 16.0 17.1 17. 4 17.8
1.4 1.4 1.5 1.6 1.7 8.8 8.8 8.3 8.1 8.2
.5 .6 .6 .6 .7 3.2 3.4 3.2 3.2 3.2
.3 .4 .4 .4 .5 2.2 2.1 2.1 2.2 2.3
2.5 2.5 2.8 2.9 3.0 15.5 15.4 15.1 14.5 14.4
1.1 1.2 1.3 1.4 1.5 6.6 7.2 7.1 6.8 7.0
16,4 17.8 19,0 20,1 21,4 | 100.0} 100.0| 100,0| 100.0 100.0
12.4 13.5 14.4 15.2 16.2 75.5 76.0 75.8 75.7 75. 4
1.0 1.1 1.2 1.2 1.2 6.3 6.1 6.0 5.8 5.6
.2 .2 .2 3 .3 1.2 1.2 1.2 1.3 15

All other taxes ... ... .. L7 .7 7 8 .9 4.1 3.7 3.9 4.1 1.2

Nontaxes. ... e 2.1 2.3 2.5 2.7 2.8 12.9 13.1 13.1 13.2 13.3

Note: Data for Alaska and Hawaii included beginning 1960.

Table 4.—State and Local Expenditures by Type of Function, 1960
[Miilions of dollars]
State Loeal
For own purpose
Pay- Purchases; Transfer
ments Transior of goods [payments
Total | to local Purehases -‘\‘\"m‘(‘vlt: Total and and uet
govern- | Total | of goods ]éml net services | interest
ments and intorost paid
| services A‘;:Zlid.'
Total__________ .| 26,371 8,233 | 18,138 15, 420 2,718 135,183 31,731 3,071
General government 2,435 9 2,426 1,807 619 4,731 3, 154 1,577
General administration__________________ 698 9 689 689 | .. 1,497 1,497 |
General property and records manage-
ment._ .. 118 |ocma 1i8 118 oo 471 471 |l
Central personnel management and em-
ployment costs_ ..o ... 1,760 [ eenaan 1, 760 883 877 1,663 1,072 591
Net interest paid. ... . ... —258 |ooiciacaes =208 | ceeo —258 080 | .. 986
Other- . oo 117 |t 17 117 s 114 |5 &2 S
Health, education, and welfare._____.___.____ 14, 343 5,930 | 8,413 6,410 2,003 | 23,366 21, 866 1,494

Public health and sanitation___._______._ 2,118 126 1,992 1,982 10 3,682 3, 680 2

Education._._._..__._. 8,190 5056 | 3,134 3,049 85 | 14,607 14, 691 6
Elementar, na na 369 368 1| 14,068 14,008 |-

Higher na 7 319 3
Other na 310

Public ass 3,008 2,109

Civilian safety. 697 2,871 2.8
Poli na 1. 606 1, 6
Tire e 988
Prisons na 277

Labor and manpower 330 1

Veterans’ services and bernefits_.____________ 106 (... 106 16 L1 20 G FR PO
Commerce and housing___.______.___________ 7,163 1,268 | 5,895 5,895 | 5, 665 5,665 | ._______

Regulation of commerce and finance..._.. 273 [aeceoeoos 273 273 | eaeeee 265 265 oo

Transportation 3, 544 3,544 |
Highways._ 3,239 3,239 |_

Water and air_ 305 305 |

Housing and comm 277 277 |-

Public utilities 1,532 1,532 |-
Transit._ 106 106 |
Electricity. .. 508 508 | .
Water and gas. - 918 918 |l

67747 NIRRT I J5 PRV (Y- I EN: ) EOR, 47 L PO

Conservation of agricultural resources.._____ 424 |oeeoos 424 418 6 143 M3 (.
Conservation and recreational use of natural

. PESOUFCES. i ieimccmcmccacnan 20 628 628 | .ooooo-. 881 881 | ...
National defense and atomic energy._ - 246 | ___ 246 246 ... 22 22 {ieeoo_
Other unallocated.___.__ ... .. ____________ 1,006 |- oo 1863 [ccoeooam |

1. Includes local payments to State governments in the amount of $363 million which cannot be allocated by function.
na—not available.

Note: Data for Alaska and Hawaii are included.
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Income taxes, for example, have risen
much more rapidly than total personal
income; rates have been increased in
some cases, a greater number ol juris-
dictions have adopted the more efficient
tax-withholding collection procedure,
and there has been some increase in the
number of units using this tax. Simi-
larly, sales taxes have outstripped the
rise in retail sales. These are the two
largest tax sources for States, but
account for only 7 percent of city and
other local taxes in 1961. Property
taxes—the mainstay of local financing—
have also increased markedly with the
steady increase in new construction,
more {requent reassessments, and in-
creases in rates.

Despite their efforts to increase tax
revenues, the advance in State and
local tax receipts has been far less than
the advance in total expenditures, and
these governments continue to rely
heavily on intergovernmental pay-
ments, including Federal grants, and
on borrowing. Federal grants-in-aid to
State Governnents amounted to $5 bil-
lion in 1961 and covered about one-
fourth of their total direct outlays (i.e.,
total expenditures less payments to
local governments). These grants are
mainly for highway construction and
public assistance. Highway aid received
a sharp fillip alter the initiation of the
interstate highway program in 1956,
and reached a peak in 1959. These
grants declined about $% billion in 1960,
but have moved up again in 1961 and
are scheduled to advance further in the
current year.

State payments to their political sub-
divisions are greatly in excess of the
Federal grants received by the States.
Such payments to local governments
during 1961, representing both financial
assistance and a sharing of specific
revenues—the two cannot be sepa-
rated—are estimated at $9 billion.
These funds cover a very substantial
portion of the local outlays for educa-
tion, public assistance, and road and
street work. In addition, local gov-
ernments received over $1% billion in
Federal grants, including Federal funds
channeled through States, which are
used mainly for public assistance.
Together, State payments and Federal

(Continued on p. 24)



BY LAWRENCE GROSE AND EDWARD O. BASSETT

Automobile Purchases by Business and Consumers

As Reflected in the National Accounts

P ASSENGER car sales, although
somewhat below last year’s advanced
fourth quarter pace, continued high in
the opening months of 1962. After a
particularly poor start last year when
the cyeclical low in general business
was reached, car sales improved, especi-
ally in the fourth quarter after the
introduction of new models. For 1961
as a whole, 6 million units were sold,
representing a decline of 10 percent
from 1960. The present rate of car
buying is about 25 percent, or $3%
billion, above last year’s first quarter
low point. Despite this improvement,
sales remain at a fairly low level for the
postwar period as a proportion of final
purchases in the economy.

Private passenger car buying in
recent years has averaged only about 4
percent of final purchases (total GNP

less business inventory component),
but because they are extremely sensi-
tive to general business conditions and
other factors, changes in auto pur-
chases have an important effect on the
movement of final purchases. The
volatility of auto sales is displayed by
the chart on this page.

In about half of the quarters since
1957 auto purchases have moved coun-
ter to changes in other final purchases,
and in those periods when both have
moved in the same direction, autos have
often accounted for 20 percent or more
of the change in final purchases. In
fact, the only quarterly decline of final
purchases in the last recession—froin
the fourth quarter of 1960 to the first
quarter of 1961—was accompanied by
a sharp falloff in auto sales, and the
upturn in the following quarter fea-

Auto Buying Important in Accounting for Change in

GNP Final Purchases
Billion $ Change

20
/;oraLFincl
15 L V/ urchases |
%
%
10 — % -
o
, /
7 /
/ / / Auto
% % "_Purchases
-5 ! |

1957 1958 1959

-

1960 1961

Change From Previous Quarter, Seascnally Adjusted

U.S. Department of Commerce, Office of Business Economics
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tured a strong revival in auto buying.
Because of the importance of auto
buying in the movement of GNP and
several of its components, this article
analyzes the market for automobiles
relative to total demand for final prod-
uets, reviews how auto purchases are
allocated between business and con-
sumners, and finally, traces the move-
ment of sales within these markets.

Treatment in GNP

Passenger car purchases, for GNP
purposes, would be best measured by
net outlays of buyers (the gross value
of new and used car purchases less
amounts received for trade-ins and
other disposals). To convert net out-
lays to the value of automobile produc-
tion in total GNP, it would be necessary
only to take account of changes in auto
dealers’ and manufacturers’ stocks of
cars. This method would also give the
correct figures for expenditures, saving,
and investinent of each purchaser
group.

Except for special studies, however,
comprehensive data on net outlays are
not available. For this reason, total
domestic auto purchases are approxi-
mated as the value of new car sales
plus dealers’ gross margin on used car
sales.

Allocations among groups of buyers
Data on exports and imports of cars
are available and included in the net
export component of GNP. Govern-
ment purchases, which are relatively
small, are estimated separately and
included in government purchases of
goods and services. The remaining
domestic purchases (including imports)
which are allocated between business
and consumers are shown in two of the .
expenditure categories of GNP. Con-
sumer purchases are shown under .
personal consumption expenditures, and
purchases by business are included in
13
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producers’ durable equipment, a com-
ponent of gross private domestic
investment,

The procedures underlying the busi-
ness consumer allocations of private
auto purchases are described in a short
note at the close of this article. Briefly,
surveys by the Public Roads Adminis-
tration, of road-use in terms of mileage
for business and consumer purposes
have been used as an approximation of
the relative net outlays for these pur-
poses in both the pre-World War II
and the postwar periods.

Table 1.—~Private Auto Expenditures, and
Final Purchases of Goods and Services,
1929-61

(Millions of dollars)

Expenditures for autos Private ex-
penditures

Final pur- | forautosasa
Person- Total | chasesof | percent of
al con-| Busi- |private| goods and { final pur-
sump- | ness services chases of
tion 1 goods and

services

1,105 | 3,693 102, 762 3.6

701 | 2,343 91, 488 2.6

488 1,632 77, 555 2.1

271 6 61, 022 1.5

331 1,110 57, 593 1.9

436 1, 460 66, 100 2.2

643 | 2,151 71, 590 3.0

822 | 2,743 81,789 3.4

849 | 2,837 88, 531 3.2

524 1,752 86,170 2.0

715 2,394 90, 723 2.6

948 | 3,165 98, 446 3.2

1,158 | 3,864 121, 321 3.2

251 666 157,322 .4

253 663 193, 266 .3

167 489 212, 413 .2

172 491 214, 615 .2

995 | 3,317 204, 284 1.6

1,88 [ 6,297 234,751 2.7

2,167 | 7,676 254,718 3.0

2,838 | 10,807 261, 126 4.1

3,221 | 13,814 277,784 5.0

2,669 | 11, 962 318, 742 3.8

2,314 | 10,950 343, 932 3.2

2,598 | 14,183 364, 938 3.9

2,383 | 13,482 3064, 751 3.7

3,438 | 18,881 391, 686 4.8

2,836 | 15,818 414, 520 3.8

3,022 | 17,065 441, 206 3.9

2,308 | 13,292 446, 497 3.0

3,036 | 17,718 476, 530 3.7

3,202 | 18,455 500, 232 3.7

2,861 | 16,351 519, 130 3.1

1. Differs from “new cars and net purchases of used cars”
shown in Table II-4 of National Accounts because of
exclusion of trailers.

2. Preliminary.

For 1957 and 1958, several special
surveys, conducted for the National
Income Division, of various groups of
purchasers comprising virtually the
total domestic market for passenger
ears, substantially verified the alloca-
tions made from the postwar road-use
data. These surveys provided infor-
mation on net outlays by purchaser
group and on purchases charged to busi-
ness where there was both business and
personal use of a car.
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It should be noted that while the al-
location of passenger car sales is at
best rough, inaccuracies do not affect
the magnitude of total GNP.

Shifts in automobile demand

Demand for autos has been high but
with wide fluctuations during most of
the postwar period. 1In 1950, and again
in 1955, private purchases of autos con-
stituted 5 percent of total final pur-
chases of goods and services as com-
pared with 3.6 percent in 1929. In
the early post-war period deferred de-
mand undoubtedly was responsible for
maintaining the high share of auto out-
put, and in 1955, changes in engineer-
ing, styling, and terms of finance
served to stimulate demand.

The market for autos has fallen off
since 1955, averaging over the last 6
years about the same proportion of
final purchases as in 1929, Last year
auto buying represented only 3.1 per-
cent of final purchases, one of the lowest
proportions since the reconversion pe-
riod following World War II. How-
ever, in the final quarter of the year,
with the introduction of the 1962
models, the rise in auto purchases
brought the ratio to final purchases to
3.5 percent, a proportion more in line
with recent years’ experience,

Consumer share rises

Consumers now account for a larger
proportion of car outlays (see chart on
page 14). Prior to World War II, 70
percent of expenditures for autos repre-
sented consumer outlays. In the post-
war period, once new cars were again
in plentiful supply, a marked shift in
the market for autos took place. High
wartime savings, full employment, the
move to the suburbs, a high rate of
family formation, a shorter work week,
and longer vacations have all been
factors in spurring consumer demand
for autos. With these developments,
the consumer share of expenditures for
autos rose to about 85 percent by the
mid-1950’s while business expenditures,
although increasing substantially in
absolute terms, nevertheless, were
approximately halved from prewar
proportions.
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Business autos large part of equip-
ment outlays

Passenger cars in business use have
a fairly short life—they may generally
be depreciated in 3 to 5 years, according
to Treasury Bulletin F, Useful Lives
and Depreciation Raies—and their re-
current purchases form a significant part
of capital outlays for equipment. As
table 8 shows, passenger cars have
amounted to about 12 percent of equip-
ment outlays over the postwar period.

AUTOMOBILE BUYING

Consumer Share of Auto Buying More
Important in Postwar Period . . .
Percent of Private Auto Purchases

83%

Consumers

70% /

Business

0% /

17 %

Pre-World War I Late Postwar

And Auto Outlays Form a Higher
Proportion of Personal Consumption

Percent of Consumer Auto Outlay to Personal
Consumption Expenditures

4.9%

3.3%

1929 1950 — 60

Average
U.S. Department of Commerce, Office of Business Economics
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During most of the years of this period,
purchases of passenger cars by busi-
nesses have exceeded the total for
trucks, trailers, and buses. Only in
recent years have outlays for the latter
been greater than those for passenger
cars. Business investment in all types
of road vehicles has accounted for close
to one-fourth of all capital outlays for
equipment.

The relatively high proportion of
business investment for passenger cars
may stem from the fact that autos,
unlike most other forms of business
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apital equipment, can be used for both

business and consuiner purposes.  Some
business needs might be niet by small
trucks if cars could not also be used for
consumer purposes. In addition, there
may be individuals with business needs
who would not purchase cars if it were
not possible to charge some of the costs
to business expense.

The 1957 and 1958 surveys conducted
for OBE indicate that many sell-
employed persons, and some employees,
use their cars partly for business and
partly for personal purposes. On the
basis of mileage, the total net outlays
for passenger cars by the self-employed
who have some business use of cars,
and by employees who are reimbursed
for the use of their cars, are allocated
two-thirds to business and one-third to
personal use. Only a small proportion
of these outlays, it may be noted,
represented cars used exclusively for
business purposes. The inclusion in
business investment of net outlays for
cars owned by employees who are
reimbursed for their use stems from
the fact that the costs for these cars
are charged to business expense in much
the same manner as for regular business-
owned vehicles.

The amounts charged to business for
these mixed-use cars and for those used
exclusively for business purposes by the
above groups account for two-thirds of
all business net outlays for cars shown
in the national accounts. The re-
maining one-third of business net
outlays are for cars used exclusively for
business purposes, and owned largely by
corporations and partnerships. In
summary, as indicated for 1957-58 by
the table on page 17, sell-employed
persons were responsible for over two-
fifths of total business net outlays, the
business reimbursed employee for about
one-quarter, and the remaining one-
third of the business use was accounted
for mainly by the outlays of corporate
and partnership firms and institutions.

Share of cars in consumer outlays

The increased volume of autos pur-
chased by consumers, together with a
larger than average rise in auto prices,
have led to the increased importance of
car outlays in the consumers’ budget.
In 1929, auto outlays amounted to 3.3

SURVEY OF CURRENT BUSINESS
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Table 2.—Personal Consumption Expenditures for Autos and Auto Related Expenditures

Personul consumption expenditures Percent of consumption expenditures
i
Total auto Total |
Autos ! | Auto related and auto personal | Total wuto
expenditures 2 related consumption Autorelated | and auto
expenditurcs | expenditures related

| expenditures

1

Meillions of dollars !
2, 588 3,519 6,107 78,952 3.3 4.5 7.7
1,642 3,148 4,790 70,968 2.3 4.4 6.7
1,144 2,693 3,837 61,333 1.9 4.4 6.3
635 2,353 2,988 49, 306 1.3 4.8 6.1
779 2,302 3,081 46, 392 1.7 5.0 6.6
1,024 2,624 3,648 51,894 2.0 5.1 7.0
1, 508 2,802 4,310 56, 289 2.7 5.0 7.7
1,921 3,172 5,093 62,616 3.1 5.1 8.1
1,988 3,467 5,455 67,259 3.0 5.2 8.1
1,228 3,358 4, 586 64, 641 1.9 5.2 7.1
1,679 3,594 5,273 67,578 2.5 5.3 7.8
2,217 3,857 6,074 71,881 3.1 5.4 8.5
2,706 4, 599 7,305 81,875 3.3 5.6 3.9
415 3,283 3,698 89,748 .5 3.7 11
410 2,484 2,894 100, 541 .4 2.5 2.9
322 2,754 3,076 109, 833 .3 2.5 2.8
319 3,667 3,986 121, 699 .3 3.0 3.3
2,322 6,644 8,966 147, 109 1.7 4.5 6.2
4,408 7,889 12,297 165, 409 2.8 4.8 7.5
5, 509 9,174 14,683 178,313 3.1 5.1 8.2
7,969 10, 146 18,115 181, 158 4.4 5.6 10.9
10, 593 11, 609 22, 202 195,013 5.4 6.0 11. 4
, 293 12,682 21,975 209, 805 4.4 6.0 10.5
8, 636 13,892 22, 528 219,774 3.9 6.3 10.3
11, 585 15, 645 27,230 232, 649 5.0 6.7 11.7
11,099 16, 036 27,135 238,025 4.7 6.7 11. 4
15,443 17,889 33,332 256, 940 6.0 7.0 13.0
12,982 19,080 32,062 269,917 4.8 7.1 11.9
14,043 20, 525 34, 568 285,164 4.9 7.2 12.1
10, 984 20, 707 31,691 293, 198 3.7 7.1 10.%
14, 682 22,312 36, 994 313, 996 4.7 7.1 1.8
15, 253 23,619 38, 872 328,926 4.6 7.2 1.8
13, 490 24,071 37, 561 339, 024 4.0 7.1 111

ducers’ Durable Equipment, 1929-61

1. Differs from new cars and net purchases of used cars in Table 1I-4 of National Accounts because of exclusion of trailers.
2. For groups included see Table 4.

Table 3.—Business Expenditure for Autos, Trucks, Tractors and Trailers, and Total Pro-

Business expenditures

'
P

Percent of
producers’ durable equipment

Total Total

Trucks, autos, producers’ Total

Autos tractors trucks, durable autos,

and trailers| tractors, | equipment trucks,

and trailers and trailers; tractors,
and
| trailers
Millions of dollars
i

_____________________ 1,105 590 1, 695 5, 850 10.1 29.0
701 423 1,124 4, 465 9.5 25.2
- 488 291 779 2, 839 10.2 27.4
- 271 155 426 1,593 9.7 26.7
- 331 186 517 1, 589 11.7 32.5
- 436 307 743 2, 304 13.3 32.2
- 643 388 1,031 3,066 12,7 33.6
- 822 508 1,330 4, 169 12.2 3.9
- 849 523 1,372 5, 095 10.3 26.9
- 524 360 884 3,644 9.9 24.3
_____________________ 715 489 1,204 4, 180 1.7 28.8
_____________________ 948 562 1, 510 5, 631 17.1 10.2 27.3
- 1,158 737 1, 895 6, 942 16.7 10.6 27.3
- 251 126 377 4,343 5.8 2.9 3.7
- 253 140 393 4,027 6.3 3.5 9.8
- 167 343 510 5, 438 3.1 6.3 9.4
- 172 901 1,073 7,654 2.2 11.8 140
R 995 1,376 2,371 10,733 9.3 12.8 22.1
- 1,889 2,283 4,172 16, 667 1.3 13.7 25.0
- 2,167 2,592 4, 759 18,925 1.5 13.7 25.1
..................... 2,838 2,103 4,941 17, 23 16.5 12.2 28.7
_____________________ 3,221 2, 651 5,872 18,940 17.0 14.0 3L0
- 2, 669 3,186 5, 855 21, 260 12.5 15.0 27.5
- 2,314 2,414 4,728 21, 264 10.9 11. 4 22.2
2, 598 2,314 4,912 22,305 11.6 10. 4 22.0
2, 383 2,032 4,415 20, 789 11.5 9.8 21.2
- 3,438 2,983 6, 421 23, 119 14.9 12.9 27.8
- 2, 836 3,151 5, 987 27,104 10.4 11.6 22.0
- 3,022 2, 966 5,988 28, 497 10.6 10.4 2L.0
- 2,308 2, 589 4,897 23, 109 10.0 11.2 212
________________________________ 3,036 3,463 6, 499 25,913 1.7 13.4 25.1
________________________________ 3, 202 3,310 6,512 27, 532 11.6 12.0 23.7
_______________________________ 2, 861 3,303 6, 164 25,724 1.1 12.8 24.0
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percent of personal consumption ex-
penditures; during the early 1950’s this
had risen to about 5 percent. The
ratio has declined somewhat since that
time, and was 4 percent last vear, one
of the lowest proportions of the postwar
period.

Upgrading continues until 1957

The importance of car outlays in
consumers’ budgets has also been
influenced in the postwar period by
changes in the tvpes of cars purchased.
Beginning with the first important
postwar model changeover, that of the
1949 cars, there was for a long period
a considerable upgrading in car pur-
chases. This is evident {rom the
increasing proportion of cars equipped
with extra priced equipment such as
eight-cylinder engines, autoniatic trans-
missions, power steering and brakes,
and air conditioners. A measure of
this upgrading, along with other general
quality improvements, can be obtained
from the comparison of the number of
cars purchased with the constant dollar
GNP expenditure series for auto pur-
chases. In the constant dollar measure
a shilt from a product ol lower grade to
one of higher grade—relative grade
being measured by relative price—is

SURVEY OF CURRENT BUSINESS

reflected as an increase in output. An
opposite shift in grade would have the
opposite effect. Since the auto price
index of the Bureau of Labor Statistics
used to obtain the constant dollar
series allows for specification changes,
and insofar as possible, for quality
improvements, the constant dollar se-
ries also reflects these which are not
unlike grade changes.

As the chart on page 17 shows,
there was almost a 10 percent upgrading
in auto purchases from 1949 to 1957.
Since 1957, this movement has been
completely reversed, initially under the
impact of the small foreign imports
which increased in sales—{rom 200,000
in 1957 to 600,000 in 1959. More
recently the grade of car purchases has
been also affected by the introduction
of the compact domestic ear. It is
interesting to note that all of the U.S,
car makes which hawve been discon-
tinued since the peak in upgrading
occurred have been in the medium and
upper price brackets.

Mixed-use cars small part of con-
sumer outlays

Unlike the situation in respect to
business net outlavs, where mixed-use
cars formed the larger part of the

Table 4.—~Auto Related Personal Consumption Expendituves, 1929-61

[Millions of dollars]

T

Total auto Repairs, Tires, !
related ex- Giasoline greasing tubes, Insuranee | Interest Tolls
penditures and oil and wash- | accessories |
ing and parts

1, 814 76 648 , 94 1‘ 147 40

1,749 (24 523 81 { 128 43

1,540 509 433 ] 90 45

1,476 385 314 82 53 43

1, 466 392 280 76 46 42

1,640 445 346 86 61 43

1,743 457 368 | 99 93 42

1,945 520 402 124 137 44

2,143 543 433 | 137 167 44

2,145 517 398 4 124 133 41

2,181 596 484 142 145 46

2,273 647 530 155 202 50

2, 649 772 673 173 274 58

2,090 594 303 136 117 43

1,339 558 366 155 35 31

1,384 695 449 160 31 35

1,809 957 652 175 32 42

3,034 1,717 1,492 260 76 65

3, 630 1,975 1,674 381 160 69

4,435 2,205 1, 669 492 297 76

10, 146 5,003 2,364 1,684 564 446 85

11,609 5,375 2, 497 2,223 733 687 94

12, 682 6, 040 2,833 2,106 823 773 107

13, 892 6, 705 2,991 2,161 1,045 858 132

15, 645 7,547 3,339 2,205 1,274 1,136 144

16,036 8,007 3,418 2,207 1,225 1,206 153

17,889 8,770 3,651 2,454 1,342 1,510 162

19, 080 9, 558 3,861 2,368 1,368 1,739 186

20, 525 10, 360 4,089 2,532 1,438 1,892 214

20, 707 10, 465 4,235 2,454 1,484 1,831 233

22,312 10, 968 4,657 2,814 1,658 1,939 276

1860 e miiiioo 23, 619 11,613 5,031 2,832 1, 669 2,171 303

1961 1 eeioo. 24,071 11,751 5,300 2,755 1,730 2,200 335

1. Preliminary.
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business total, the wvast bulk of con-
sumer cars are bought only for personal
use. The amount of consumer net
outlay in 1957 and 1958 stemming from
mixed-use cars amounted only to about
7 percent. Self-employed persons con-
tributed about three-fourths of this,
and employees who are reimbursed by
businesses for the use of their cars
accounted for the remainder.

Auto-related expenditure

In addition to the $14 billion spent
for new cars and net purchases of used
cars last yvear, consumers spent another
$24 billion to keep these cars in opera~
tion. These other auto-related expend-
itures cover the purchase of accessories
and parts, operating supplies and serv-
ices. As in the case of autos, these
expenditures are not reported separ-
ately for business and consumers, and
the same consumer allocation factors
are applied to obtain the consumer
portion. During most of the postwar
period auto-related expenditures have
been hall again as large as auto pur-

chases. Together auto and auto-re-
lated expenditures represent about

one-cighth of total personal consump-
tion expenditures.

In coutrast to auto purchases—which
are  extremely volatile—auto-related
consumption expenditures, are depend-
ent for the most part on the growth in
the stock of vehicles held by consumers
and on their use. Such expenditures
are an ecxpanding, but fairly stable
element of consumption. As table 4
shows, the total of these items has
continued to rise without interruption
since the end of the war,

Gasoline biggest cost

Purchases of gasoline and oil account
by far for the largest part—=50 per-
cent—of auto-related expenditures.
Such service items as repairs, greasing,
washing, etc., are the next largest
component of this total, representing
about 20 percent. Purchases of tires
and tubes, accessories and parts, and
auto insurance have in recent years,
been of approximately equal magnitude
and together account for an additional
20 percent of these expenditures.

Interest on auto debt, which repre-
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sented only a very small portion of
auto-related outlays in the immediate
postwar period, has expanded sharply
and now represents about 10 percent
of the total. This development is, of
course, associated with the growth in
borrowing relative to auto purchases,
and also to a lengthening in the average
term ol auto-installment loans.

Role of the compact car

The U.S. compact car has already
had a pronounced effect on the market
for automobiles. In 1961, cvery third
ar sold was a compact.  Because of
their lower prices, the compacts in
1961 were responsible for passenger car
ontlays being $1) biliion less than
theyv would have been had the same
number of standard cars been sold.
Along with the lower purchase price
of the compaet, there is an attendant
saving in operation expense. It uses
less gasoline, insurance costs are lower,

Shifts to Higher Unit Value Cars Was the
Trend Until 1957, Thereafter Lower Unit
Cars Were Favored

1949 =100
180

New Passenger Car Sales
in Constant (1954) %

160

140

120

100

Sold in Units

goL L. & 1 1t tbopororoporot

Ratio of New Car Purchases in Constant
Dollars to Unit Sales

140 Shifts in Grade of

Auto Purchases

120

100

o 0 N I O T T T N O T I
1949 51 53 55 57 59 61 63

U.S, Department of Commerce, Office of Business Economics €2-3-15

629450°—62——3
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and maintenance costs are somewhat
reduced. As a result, auto-related con-
sumption expenditures have also been
affected by this development, but to
a minor extent, because the number of
compact cars in the total stock of
passenger cars is still small.

Procedural Note

In the absence of net outlay duta, the estimate of total
domestic private passenger car expenditures is made by
multiplying data on number of new cars sold to domestie
consumners aud husiness by an average retail price and by
adding an estimate of the gross margin on used car sales,
The distribution of net outlays hetween consumers and busi-
ness is approximated from mileage data,

Data on passenger car use were collected in the course of
road-use surveys begun in 1934 and carried out extensively
in 1936-37, by the Federal Public Roads Administration
(mow the Burcan of Public Roads) and the several States.
The results of this inquiry were summarized for all Stufesin
19421

The definition of business use in this survey was very
broad. Largely because of the broadness of the definition,
which may have encompassed some driving to and from work
as well as to and {rom school, and other nonbusiness trips,
the business use, which was found to constituie 35 percent
in the survey was reduced to 30 percent for the allocation of
passenger car purchases.

This allocation was applied uniformly from 1929 until the
limitation of car salesin World War 11, and was resumed after
the war years until information from the new road-use sur-
veys clearly indicated a changed postwar pattern of car use.
Allocations of the restricted sales of the war years were de-
rived from data of a sales control program.

The postwar series of surveys of the Bureau of Public
Roads and the States, begun in 1951, and cenducted in all
cases hy the Bureau of the Census, had by the time of our
1954 benchmark revision yielded information for 17 States.
(Additional State surveys completed subsequent to our work
on the 1954 henchmark do not modify the national estimates
appreciably). The data for the 17 States in 1951-54, and the
prior period are shown in table 5, together with the national
data from the earlier survey.

In the cturent survey series the definition of business use
was quite precise, though the business classification includes
the business use of employecs who may not be reimbursed.
The exclusion of such business use would of course, lower the
national estimate of 17 percent, but in the ahsence of perti-
nent information no reduction was made.

In the light of the lower business use indicated by the new
postwar surveys, it was evident that the 30 percent allocation
so long continued should be reduced, and this was done by 2
percent annually in 1948-53. The allocations of 1946 and 1947
were left undisturbed at 30 percent in the belief that business
purchases had been stimulated in those years by cumulative
wartime shortages. Imported passenger cars which were
numerically unimportant in the initial years of the second
series of surveys, but which were assuming more importance
as time progressed were assigned entirely to consurners,
making the composite business proportion for domestic and
imported cars since 1953 about 17 pereent.

Because of the significant shift in auto purchases implied
by the milcage data, it was deemed imperative to test the
allocations so derived by obtaining data directly on expendi-
tures, and several surveys to obtain net outlays (purchases
less trade-ins and other sales) by business and consumers in
1957 and 1958 were undertaken,

These surveys, which were designed to cover all private car
purchases, consisted of four elements: (¢) The Survey of Con-
sumer Finances of the Federal Reserve Board in 1958 and 1959
(1957 and 1958 survey years) added certain questions in order
to measure the business outlays for cars bought by all spend.
ing units; (b) Net outlay inquirics for the same years were

1, Estimate of Automobile Travel by Purpose—1941, Pub-
lic Roads Administration, Federal Works Ageney (now
Bureau of Public Roads, U.8, Department of Commerce)
Octoher 1942,

ESS
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added to the Plant and Fquipment Survey of the Sccurities
and Exchange Cominission and Office of Business Economics;
(¢} A similar inquiry was incorporated by the Bureau of the
Census in its 1958 census of the automobile rental and leasing
business; (d) Finally, sapplementary estimates were pre-

Table 5.—Proportion of Passenger Car
Mileage for Business Purposes
Business
percent
1936-37 surveys
Total travel (in and Ont\lde State of registra-
tion) 48 States and 1.C. 35
Travel in State of re;,l\tmn(‘n 2
48 States and D.C 36
17 States 3 38
1951-54 surveys
Total travel (in and cuteide State of regis-
tration)
17 States 4 e 18
48 States and 1.C. {estimate) ..o 17
L. Estimate of Automobile Travel by Purpose—1941, Public

Roads Administration, Federal Works Agency, October

1942,
2. Estimate of Total Travel by Molor Viehicles in the United
States in 1941, Public Roads Administration, Federal Works

Ageney, March 18420 Travel outside the State of repistra-
t,ion in this table is not broken down by purpose.

The same States as in the 1951-54 surveys,

4 Travel by Puss er Cars Classified by Gecupation of
Principa Operator and by Major Purpose of Trave! for 17
States, Bureau of Public Roads, U.S. Department of Com-
meree, July 1957 (unpublished),  Additional State siveys
hm‘o hm'u completed subscequentiy.

Estimated from unrounded data by reducing the 17-
\la!(\ proportion [rom 14951=54 data in the ratio of the pro-
portion for 48 States and D.C. to the 17-State proportion
from the 1936-37 dara.

Table 6.—Business and Consumer Nel
Outlays for Cars
[Millions of dotlars]
1957 1958 { 1957-38
[ total
CONSUMER NET OUT-
LAYS
Consumer share of mixed
business-consumer use
cars:
Reimbursed employees. 248 233 481
Self-employed persens. . 681 569 1. 250
Consumer cars_.__....._.. 12,238 | 11,676 23.914
Total consumer net
outlays.._.....__.. 13, 167 12,478 25, 645
BUSINESS NET OUTLAYS
Reimbursed employees . 544 553 1, 097
Self-employed persons_.__ . 1, 105 923 2,028
Business firms and non-
profit institutions___ .. __. 784 753 1,537
Tota} business net
outlays______.__.__ 2,433 2,229 4,662
Total consumer and business
netoutlays_____........... 15, 600 14,707 30, 307
Percent business. ......___.. 15.6 15.2 15.4
NATIONAL INCOME DI-
VISION
Consumer and business total 1.} 17,065 { 13,292 30, 357
Percent business...._......_. 17.7 17.4 17.6

1. New cars and net purchases of used cars, excluding
housing-type trailers.

pared for small areas not covered in the other surveys. The
discussion will take up these elements in order.

The Federal Reserve Board’s Survey of Consumer Finances,
in addition to the usual car inquiries, asked concerning cach
car bought in the survey year and still owned in the house-
hold at the time of the survey whether it was used in work,
other than driving to work and back, in order to identify

(Continued on p. 24)



BY WALTHER LEDERER

The Balance of International Payments

THE balance of payments develop-
ments during 1961 and the estimates for
the overall balance for the year as a
whole were discussed extensively in the
February issue of the Survey. The
data now available do not warrant any
changes in that analysis. The overall
adverse balance, measured by changes
in holdings of gold and convertible
currencies by the monetary authorities
and in liquid liabilities during the fourth
quarter was about $1,280 million, and
after adjustment for seasonal varia-
tions approximately $1,500 million.
The increase from the previous quarter
was about $700 million. Most of that
rise appears to have been due to a
coincidence of several large capital
transactions, and early indieations for
the first months of this year indicate a
substantial improvement in this balance.
For 1961 as a whole the balance was
about $2,450 million, which represented
an improvement from 1960 by roughly
$1.5 billion.

Among the large capital outflows in
the last quarter of 1961 were private
bank loans of $150 million to Japan,
part of which represented the first
share of a larger loun. That loan was
arranged with U.S. banks, but a part
of that loan will have the guarantee of
the U.S. Government.

Over $100 million was lent to the
Philippine subsequent to the recent
revaluation of the Philippine currency
and a concurrent reduction in exchange
control restrictions. A very short-
term capital outflow which was
already reversed in January amount-
ed to about $100 million and was
mainly to KEurope. In addition to
these transactions consisting mainly of
bank loans, the capital subscriptions
to the International Development Asso-
ciation of $62 million, and to the
Inter-American Development Associa-
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in the

tionn of $110 million may alse be con-
sidered as special transactions. Minor
capital transactions which may be
mentioned here were relatively large
sales of stocks by a foreign company
newly registered on a U.S. stock ex-
change, and receipts of $40 million from
advance debt repayments by Italy.

These transactions, which add to
more than $500 million, accounted for
most of the change in the balance of
our foreign payments and receipts from
the third to the fourth guarter.

Transactions in goods and services
resulted in a slightly better balance in
the fourth quarter than in the third
alter seasonal adjustment, even with-
out exports financed under Govern-
ment grants and credits.

The rise in seasonally adjusted mer-
chandise imports by not quite $50
million was much less than the over
$400 million increase in the previous
quarter which was a lagged reaction to
the expansion in domestic business
activity.

Table 2, presented on an experimen-
tal basis, shows the surpluses on non-
military trade and services transactions
after adjustment [or those which are
directly financed by U.S. programs of
economic assistance. The table also
shows the net balanee for all items other
than recorded short-term capital and
unrecorded transactions. In the over-
all balance, changes in liquid habilities
to foreign private holders and non-
monetary international institutions are
separated from those in U.S. holdings of
gold and convertible currencies and in
our liquid liabilities to foreign and
international monetary authorities.

Exports reflect industrial production

The upper panel of the chart on page
19 shows that the major fluctuations
in total exports (which include those

Fourth Quarter and the Year 1961

financed by Government grants and
credits under nonmilitary assistance
programs) coincide closely with those
to Western Europe and Japan, although
the exports to these countries over the
period as a whole account for only
one-third of the total. Exports to the
less industrialized countries fluctuated
relatively less, but up to 1958 their
cyclical pattern was similar to that of
the exports to the industrialized coun-
tries.  Since then the ecyclical move-
ment in the exports to Western Europe
and Japan has dominated the cyclical
swings in total exports.

Examination of historical data sug-
gests that demand for our exports to
Europe and Japan depends to a large
extent on business activity in these
countries. When business activity there
is high, and productive capacities well
utilized, demand for our products,
mostly industrial materials and capital
equipment, will also be high. That
demand will not only come from these
countries themselves, but also from
third countries which will switch somme
of their purchases during such periods
to the United States, where the avail-
ahility of supplies is greater.

The last line in the first panel rep-
resents a composite index of industrial
production in the major countries of
Western Europe and Japan, weighted
by their share in world trade.

The lower panel of the chart permits
a comparison of the fluctuations in total
exports and in production in the other
industrialized countries around their re-
spective trends. Allowing for a lag of
one to two quarters in our exports, the
general pattern in the fluctuations over
the period covered here appears to be
reasonably similar, although the fluc-
tuations in exports were relatively
larger than in foreign production.
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The upswing in exports during 1960
and 1961 coincided with the expansion
in industrial production abroad, but it
was considerably less than in periods
ol similar experience in the period of
1950-51 and 1954-57. In part the
larger export rise in these earlier periods
may reflect the hostilities in Korea and
the Suez ecrisis. Another factor may
have been the rise in demand by the
less developed countries facilitated by
advancing prices for their export prod-
ucts, and by large investinents in re-
source developments. The more recent
upswing in the other industrialized coun-
tries which was not reinforced by a
simultaneous upswing here did not have
a similar effect on incomes and foreign
expenditures of the raw material ex-
porting countries.

Since the middle of 1961 the expan-
sion of business activity in some of the
otherindustrialized countries has slowed
down somewhat, although they still
operate at a very high rate of capacity
utilization, and continue to experience
acute labor shortages. With some lag
in time this would reduce our exports,
if previous relationships continue to
prevail. The reduction may be less
than in earlier periods, however, if the
import demand of the less developed
countries is maintained as a decline in
their earnings from exports to Europe
and Japan is offset by higher earnings
from sales to the United States. If
our competitive position improves as
a result of better price relationships (as
foreign prices seem to be rising while
ours have been relatively stable for
some time) and intensified sales efforts
abroad, the impact of the slow-down
in the rate of economic expansion in
the foreign industrialized countries will
be reduced and exports may rise to a
higher level in relation to their pro-
duction and the aggregate foreign
demand.

Variations in the composition of
short-term capital

Table 4 provides a breakdown of the
foreign assets classified as short-term by
banks (which also report assets held in
behalf of their customers) and by non-
financial corporations. It may be
noticed that at the end of 1961 only
about one-fourth of the bank reported
asscts of about $4.7 billion was in the
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major financial centers abroad, and that
amount was about evenly divided be-
tween Europe and Canada.

Of the total ol about $1,140 million
in these countries about $470 million

U.S. EXPORTS TO MAJOR AREAS
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consisted of foreign currency holdings,
ineluding $250 million held in Canada.
The remainder were mainly trade and

financial credits denominated in U.S.
dollars.

Trend of Industrial Production in Western Europe and Japan a Major

Influence on Our Exports

Billion $  (Exports— Quarterly Rate) {ratio scale) 1953 =10¢
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About three-fourths of the outstand-
ing assets reported by banks consist of
claims against countries other than the
financial centers. Nearly all of these
claims are commercial and financial
eredits, including overdue bills and
loans which may be registered as short-
term on the books of the banks but are
regularly renewed or refunded. Most
of the countries in this group are among
the less developed countries which keep
relatively small reserves, and some have

Table 1.—Analysis of U.S. Balance
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acute difficulties in meeting their cur-
rent foreign exchange obligations.

The short-term claims reported by
non-financial concerns are somewhat
more heavily weighted by assets in the
major financial centers, but assets in for-
eign currencies of these countries con-
stitute only $260 million of the total
claims of $1.5 billion. Of the $260
million about half was held in Canada,
the other half in Europe.

Holdings of foreign currency assets in

of Payments, Seasonally Adjusted

[Millions of dollars]

Cal- Cal- 1061
endar | endar |___
vear vear
960 | 1961 |0 11 11 v

U.S. payments recorded________.__ . .. ___ ... 31,412 | 32,000 1 7,744 | 7,384 7,958 &, 914
Traports:

Merchandise ..o 14,722 | 14,524 | 3,374 | 3,418 | 3,843 3.889

Military expenditures.......__..__ 3,048 2,956 750 61 705 731

Other services. ... 5,557 | 5,549 1,360 1. 360 1,419 1,460

Remittances and pensions. . ____________ 818 870 212 219 218 221

Government grants and ecapital outflows______________ ... _______.. 3.3%1 4, 100 1,000 825 1,018 1,257

Transactions involving no immediate dollar outflow from the United

SHILES - o e e e 21301 2,790 87 548 723 832

Dollar payments to foreign countries and internafional institution 1,351 i.310 313 ks 295 435

U.8. private capital . .1 3,856 3,051 1,039 801 755 1. 356

Direct investments. 1, 694 1,601 500 308 470 323

Long-term portfolio. 850 967 12 331 147 477

YT ) oo 1,312 1,383 527 162 138 556

U.S. reeeipts recorded. oo .. .. 28,131 | 30,162 | 7,454 | 8,005 | 7,072 7,631
Exports:

Merchanaise. oo oo oo m e 10,409 1 19,916 | 5,053 | 4,765 | 4,947 5,151

Financed by Government grants and capital- 1,831 | 2,335 381 4l 592 701

Military sales oo oo caea s 335 406 7 150 89 97

Income on investments, private._. 2,856 | 3,284 845 7T 802 867

Income on investments, Governmen 349 361 90 115 65 91

Miscellaneous services. ____.__.__..___ 4,351 | 4,349 | 1,067 | 1,080 | 1,082 1,120

Repayments on U.8., Government loans._ 631 1,269 130 850 80 209

Foreign capital other than liquid funds_ . _______________....____.._ 200 577 199 275 7 96

Excess of recorded receipts or payments (—)___._____ . . .. ... —3,281 {—1,838 —290 621 —886 | 1,283

On goods, scrvices, remittances, and pensions. 3,125 | 4,367 | 1,420 | 1.122 800 1,025

On Government grants and capital . __________ —2,750 1 —2,831 —870 25 1 —038 | ~1,048

On direct and long-term portfolio investment. -|—2,247 |-2,133 —388 —448 —593 —704

On short-term investments. oo —1,409 |—1,241 —452 ~78 | =155 —556

Unrecorded (ransactions . ao oo oo e e meaan —648 1 —616 ~54) —465 109 —206

Total net receipts (4) or payments (—) - ..o oiuauamomcaacmccamaaanas —3,929 [-2,454 —344 156 ~777 | —1,489

Major special transactions Y. . iiicmcciaaan 524 129 |ooeaaae 724 -75 —520

Total, excluding special transactions. ... oo oooooomioimaiaaan -3,405 |—2, 583 —344 —568 | —702 —969

Changes in gold and convertible currency holdings by U.S. monetary

autherities and in liquid liabilities 2_________________________

Gold and convertible currencies [purchases (—)]..___....__...
Liquid liabilities total [decrease (—)).._ ... ___________._.__.._
By foreign holders:
Monetary authorities and institutions. _...___.________.__
International Monetary Fund._______________._______
Foreign central banks and governments, total
As reported by U.8. banks
Other_ .o ..
Foreign commercial banks. .. o .o .
Other international and regional institutions...___....__._
Other foreigners and undetermined. . . ___._________.__.___

By types of liabilities:
Deposits in U.S. banks. .. e
U.S. Government obligations:
Bills and certificates 3
Bonds and notes........

Bankers acceptances, commercial paper, et¢...............
Liabilities payable in foreign currencies. ...._._..___......
Other Habilities. o ocoo e

Quarters not scasonally adjusted

__________ 3,929 | 2,454 334 —69 908 1,281
.......... 1,702 742 346 | —330 270 456
__________ 2,227 1,712 -12 261 638 825
.......... 455 571 —313 415 296
__________ —135 25 11| —483 312
590 32| -—324 898 —16

643 10 —244 900 =23

—53 22 —80 -2 7

__________ 627 ~15 414 143 85
.......... 462 61 28 7% 207
.......... 168 | —115 132 4 147
__________ 1,241 | 1,218 101 536 523 58
604 | —1251 —155 | —293 -58 381

126 501 206 —94 203 186

__________ 180 —48 16 —23 —29 —12
__________ 35 941 =177 83 54 134
.......... 36 36 -2 46 —56 48
.......... 5 36 -1 6 1 30

1. Includes major non-repetitive transactions which have a major effect on quarterly changes in net payments or receipts,

such as subscriptions to international organizations, advance

debt repayments, or major private transactions, The figure

for the fourth quarter of 1961 represents several large capital transactions and subscriptions.
2. Corresponds to line 48 in Balance of Payments table, p. 22,
3. Includes non-interest bearing notes held by the International Monetary Fund.
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financial centers abroad, which may be
considered freely disposable in the sense
that they are the equivalent of cash and
could be utilized to meet the holders’
foreign obligations anywhere in the
world thus constituted about $730 mil-
lion, or 12 percent of the total recorded
foreign clains outstanding at the end of
1961. These cash assets typically con-
sist of deposits, Treasury bills, or other
market paper. In addition, American
concerns also hold deposits and other
liquid assets in these countries, denom-
inated in U.S. dollars, but the amounts
cannot, be separated from other dollar
claims.

The composition of reported short-
term claims differs sharply from that of
the liabilities to foreigners reported by
U.S. banks which are predominately in
the form of deposits or other asscts,
such as Government securities which
can be liquidated at any time without
significant loss in value. The conmposi-
tion of our short-term liabilitics refleets,
of course, the use of the U.S. dollar by
foreign countries as an international
reserve currency, while the use of other
curriencies as cash holdings by U.S.
banks and other enterprises isquite
limited.

The table also shows the changes in
the major categories of reported short-
term claims in 1960 and 1961. The
rise in foreign currency claims on major
financial centers, which would be the
form in which speculative or oiher
shifts of U.S. capital into foreign cur-
rencies would have had to appear, was
in 1960 about $225 million as reported
by banks and about $150 million
by commercial concerns. Of these
amounts about $230 million consisted
of increased holdings of European cur-
rencies, the remainder was in Canada.
In 1961, the reported rise in cash hold-
ings in financial centers was only about
$100 million (of which less than $70
million was reported by banks) and
that amount included the relatively
large outflow at the end of the year
which returned again in January. It
may also be observed that the quarter-
to-quarter movements of such capital
during these 2 years were relatively
small.
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Most of the reported short-term
capital outflows was not speculative or
particularly unstable, but credits as-
sociated with our trade and with our
position as a major financial center
providing opportunities for foreign
countries to obtain credit. The larger
part of that credit is going to countries
which are short of capital, and for that
yeason not able to reduce their {oreign
indebtedness by major amounts with-
out serious injury to their econonies.
Economically as well as statistically,
therefore, it is difficult to determine
the borderlines between short- and long-
term capital movements, and to separate
their cffects on the balance of pay-
ments.  The extent of such eapital out-
flows depends not ounly on foreign
demand for credit, but also upon the
lending capacity of our banks and com-
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transactions with Europe, amounting
to about $700 million. The shift of
about $1.8 billion from net payments of
$1.1 billion in 1960 to net receipts of
about $700 million was much larger
than the improvement in our overall
balance of payments during that period.

Thelarge improvement in our balance
with Western Europe reflected, of
course, various special transactions,
including the receipts {rom advance
debt repayments by European govern-
ments in 1961 which amounted to
vearly $700 million, and a large direct
investment transaction at the end ol

21

1960 which increased our payments at
the end of that year by $370 million.
Even without these transactions, how-
ever, the improvement was quite sig-
nificant.

The favorable change from last year
occurred mostly in the first half of 1961.
During the second half the favorable
change from the previous year dimin-
ished and in the last quarter the balance
was less favorable than in the corre-
sponding period of 1960 if adjustments
are made for the large capital outflow
for direet investment mentioned above.
The gradual deterioration in our balance

Table 2.—U.S. Balance of Payments by Major Components,! seasonally adjusted

[Millions of dollars]

mercial enterprises, and the availability 1961
of credit in other financial centers. 1960y 1ot 7o
I o | om | oo
Balance of payments by areas
Ill 1960, When our IOSS Of gOld illld_ t.he Gt‘;ocii::;is%ervices, Government Assistance and Long-Term Capital
rise in liquid Habilities was about $3.9 A, Nonmititary Trade and Services
billion, our recorded net payments to Nonmilitary merehandise exports. -« ooooooooooeeeoooeo. 19,409 | 19,916 | 5053 | 4,765 | 4,047 | 5151
Europe were about $1.1 billion.  Since Merthaniios exporte. biher than those fnameed by Boqers| VS| B sL) A6 pmg o
gold and dollar holdings of European Nglﬁ?,tilﬁrﬁ%ﬁﬁﬁ;31ﬁ$§3%.301’iiﬁ{)b}“{siiiZ """"""""""""" _}Z; 2 —K’, 8|55 —33?3 iy ¥ —3: =
countries rose during that year by over et srants and capital - naise exports fnanced PV 1 yss| o057 | noms | s | s 561
$3 billion, close to $2 billion must have N e fosond by Grovernmont avants and capital 1| “29¢1 a0t | “oa| “%a| Mhal A
been obtained by these countries from Seéx\»grcl?s?%glg{)i?ﬁlfr rhan those financed by Government. 7,982 | 7.587 | 1,000 | 1,801 | 1,835 1,96
other sources, including newly produced  paance on Sorcicss. ofher than those rendered ander Goverament | o7 | 0 2% |71 860 =130 |71 419 ) 1, 4d0
gold, gO]d SOld by the Soviet BlOC, un- grants and capital ...l 1,725 1,988 540 531 416 50
accounted for transactions with the Balanee. --oooooooe oo LS8} 5,065 ) 1,638 ) LAT) 828 1,062
United States, and dollars received from B. Other Major Transactions
transactions with third countries. AEHHtary otemis from abroad ek Rihed Mt Bl sl
N(‘, t dOH&I‘ paymen ts by Lﬂ tin ment grants and capital.. 310 376 66 137 82 a1
America to other areas and unrecorded e i tarmtionl sttt ments to forelen | o | —310 | —a13| —277| —295| —s25
payments to the United States were B b o Toang < ment loans (excludingrepavments| e | vom| 1s0| wo| |
about $500 million, and by the countries ¥ b SRR IR U SR | -2 om | e | o | ) —om) e
of Asia, Africa, and Oceania about $1.2 Remitoamees and pensions [T, e | <%0 | —bia | 216 | —oi8| —2
billion. On the other hand, Canada BAIARCC - -t —6,453 | —5,642 | 1,476 | —718 |—1,659 | 1,789
and the International Institutions palance on Goods and Services, Government Assistance and Long-
(which also include transactions which Term Capital ACCOURES %-oooovemoooneocon oo SL8IZY T dez) 698 —Wl -7
cannot be allocated to specific areas, R‘EZ?;? igmtﬁ'rcl;;ilvg:fd??so;x:ﬁ:emuﬁﬂ?lsﬂ‘:gsﬂ.lf)’_s_s__ﬁ_’f?f’f?ff'_o_r_t_'_ —1,409 | —1,241 | —452| —78{ —155| 556
such as those with certain international — Gueei betance ceasonaiiy sdjusiod —nom | —zdst | it | T | 17| —1,%
shlpplng companies) had net 1'ecoipts of Less 5easonal adjusbments. .- oooooooooomcone oo ~10 g 131 —208
close to $800 million. A very sub- OGRS ol et i | O <R e
stantial part of European gold and :Ic]gc}ggiﬁn‘s)altlh:xoigdnonmonmrymtemmona]md —360 | —1,257 60 —b574| —223) -~
dollar accumulations was, therefore, the P e I O O e Somvertible currenigs
result of a net dollar flow to Kurope Eg;lﬁgnlé?e}imtmtommgmndmmmtwmlmonm” —3,560 | —1,197 | —403 643 | —685 | —752

through third countries.
In 1961, for the first time since 1957
the United States had a surplus in the

1. Excludes military transfers under grants.

2. Shozt-term capital movements between parent companics and their foreign affiliates are reported as part of direct
investment.

3. Increase in U.S. liabilities and sales of gold (—).
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1Millions of dollars)

March 1962

Table 3.—~United States Balance of Payments by Area—

All areas Western Europe Eastern Europe :

) . — |

Line ‘Type of transaction :
1960 1961 1960 1961 1960 1961

T 0 r

i Year | 1II v Year 1 11 Ilr | IVp | Year | THL | IV | Year | IIlr IIV plYear| III | IV |Year IIIviIV'p
i ; : i | .

) ] ] | ] i i !

1 | Exports of goods and services . . ..... .. _.... 29,065 6, 94!! 7, 744E na; 7,210/ 7,593 6,986 nal 10,1422, 41212, 785 na! 2,267, nal 228I 61 83| 163 23 21
2 Goods and gervices transferred under mili- ; . [ ‘

tarygrants,net________.____ ... ___. 1,765, 282 418 na 312 572 252 na 913] 141} 209 na; 8 maj____ ..t ... I PR
3 Goods and services excluding transfers i i : : .
under military grants___._______________ 27,3000 6,659 7,326] 28,316. 6,898 7,021 6,734] 7,663 9,229)2,271\2,576] 9,577 2, 182\2 693 228 61 83 163 23 21
1 Merchandise, adjusted, excludlng mili- ; ; .
BALY -« o comcv emceemmm e ceceee e o- o] 15,4095 4.676; 5,132 19,916] 50091 4,912 4,680] 5 315 6, 684/1, 66011, 827] 6,77 ')33 11,8717 202 50 77 149 19 17!
A ‘Transportation_ 1,816 475 442] 1,785 413 135 451 466 783] 204 185 796 702 208 8 2 2 6 1 1,
6 Travel . _____.____ 968 311\’ 216 961 197 245 294 225 114 35 26 131 36 35 () b))y | |
Miscellaneous services: { i
7 Private_ ... . . ... 1, 413; 349 389 1,447 354 368 341 384 6471 1600 175 670 158: 173 9 2 3 8 2 21
R (tovernment, excluding military - 154! 43 39 156 38 39 39 10 33 13 15 55 M 14 ) | )| )
4 Military transactions._. . ....._....__._ .. 335/ 70 85 1406 70 150 89 a7 221 48 50 266 fi , U] PR S S PR B i
Income on investments: | }

0 Direct investments____. ... .._____. L 3¢ 736] 2,652 612 418 83| 152 551 126 I

11 Other private_ __ .- ; 142 632 142 130 27 33 147 36

12 Government________ ... 3 145 361 62 1960 41] 113 185, 16

13 | Imports of goods and services. y 5,427! 23,079 5,322 8§, 48712, 16911,928) 8,159 2,121

4 Merchandise, adjusted, excluding nuhtan 1 14,722| 3,550] 3.485! 14,524 3,407 41720 91311, 000{ 4,056 994

i5 1+ Transportation 544 426 1,942 428 951) 284 188 970 283

15 Travel 668 3281 1,743 275 666[  280; 105 609 246
Miscellaneous services:

17 Private..cueeoomaaaos R, 168 167 636 152 152 164 168 4071 103] 103 402 101

18 Government, excluding mllxmr\ 109 67 407 86 75 151 95 74 18 18 7 20

10 Military expendltures ...................... 798 727 2,956 739 761 705 731 1,042 434) 3717 1,514 352
Income on investments:

20 397 143 159 596 146 45 40 165 384, 94} 105 377! &7

21 Government..._ 332 77 638 275 ] 62 68 76 186 43 38 154 38

{ : ‘ ! ;

22 | Balance on goods and services.__ 38] 884! 2,317 na| 1,888 1,983 §78 nal 1,655 243 857 na 146, nal 135! 36 81 71 -2 -3

2 Excluding transfers under military grants__| 3,973 602 1,899 5,237y 1,576 1,411 626! 1,624 7420 102| 648 1,418 61, 529 135 36/ 61 71, =2 -3

24 ; Unilateral transfers, net {to foreign countries : : | i ; : ) :

: o P —900{ 1,079 naj—1,012/—1,281 —888 nal—1, 547, —300| —382 naj —246: mnal =29 -7 -8 27 ~8 7%

25  Excluding military transfers__. —~618  —661i—2,747] —~T7001 —709] —636; -~702] —(34!—159 173 —~672 —161:—181: —29] -7 —9 -2 -8 -7

20 Private remittances. . .ooeooaooo .. —154 =173 G430 —155) —162 —156] — 170’ —303) —74) —86; —313; —7H —8&5 —23 |

. Government: 1 | ;

27 Military grants of goods and services. .. —1.765] —2821 —418]| nal —312] 5720 —252 Nl —913/—141y—209 na —8&5 N

| Other grants —~1,641) —411] —431—1,8771 —490| —48%] -—-424] 475 —~—240] —62] —61] —260 -6l =70 =5

2t Pensions and other transfers.____._.._.___ —215 —53 -57} —227 —35 -~ 54 —56 —57 =91 —23, —26 _991 =25 =26, -1

. | :

30 | U.8. capital, net [increase in U.S. assets (—)]_{—4, 965| —1, 075/ —1, 965, — 4, 905/ ~1, 400! —513{—1, 064|—1,928/ —1,357| —338| —728; —412! —150 —461! =17 -

31 Private, net. . ____ ... ____._. —3. 856| ~024[—1,557i—3, 951} 980} —926; —595(—1,450/ —1. 511 =391 —708 —1, 058 —134i—556! 1t

32 Direct investients, net_. . —1,604] —327) —733/—1,601] —464] —380;, —379! 378 —962—200 537 —664 —264,—-138____

33 New issues of foreign securiti 573 —66] —101] —549] —88 —2200 —89] ~—1520 —24_.___| —18

34 Redemptions.. 21 31 93 22 23 16; 37 11 2 4

i Transactions in | ;
' TREI@S - o o e —79 430 —303 -9 —43 —47] —134 —108 —65) —34] -—182 -3 —8‘%‘_._._}___ -

36 Other long-term, net. =25 —11] -213 n —31 —~47] =212 —16; —20{ —42| —122 200 —115; 3 1

371 Short-term, net_. ooooeooo —4481  —010j—1,383| —448 —275 9 —611] —412/—-108/—171 —16 112 =162, —2 —2

3% 1 Government, Net ..o oeeonooooeooiaenaio ~1511 —348, —054; —420 413 —478 154 53 0 646 —46° 95 —118! —19i

39 Long-term capital. 3| =234 —383/—1,922] —420; —308 —656; —215] =71} —65] 270 —67 —721 -5 :

10 Repayments._ . .cooooooomomo__ % 178 181 1,269 100 825 261 297 101p 112 918 16] 187

41 Foreign currency holdings and short-term =527 =95 -—141] —301] -100| -—104 —-83 72 23} 23 -2 [

claims, net [increase (—)].

12 Fore(ign capital, net [increasein U.S.liabilities 2,427 371 198 2,289 187 536 645 921 864 1761—185; 1,616

43 Direct investinents in the United States___. Lol 23 —&4 9, 26 33 30 29 b Uj — H1

14 Other long-term investments__.__..... i —R 345 o8 158 66 236 1 —19 238

15 Foreign commercial credits._ ... ... —28 142 75 84 =17 —107 —16] =30 89

46 Increase in foreign holdings of liquid dollar 2591 1,712 —-12 261 825 706]  175—136] 1,22%

assets. i
‘ ;
47 | Gold and convertible currencies, purchases 1,702 637 921 742 346/ —330 27¢ 456: 1,718 577|1,053 637 370 410 i
! (—)and sales (4) by monetary authorities. | | i i i
H i

48 | Reduction in gold and convertible currency 3,929 1,191 1,210 2,454 334 —69 908! 1,281 2,4240 752; 917 1,865 1, 499! 501 10| —10; 8 ~5 —2i -1
holdings (line 47) and increase in U.S. liquid :
liabilities (line 46). : ! ‘

I H :

19 | Errors and omissions and transfers of funds | —648 —117; —452) —616 —9 —39% 159! —371)~1,333|—358] —615|—2, 587| — 1, 197| — 145 2 3 —4 ) 10, 13
between foreign areas [receipts by foreign | | ! ! !
areas (—)], net. i | i |

| i
Memorandum items: i ) ' ; I ;
I Increase in reported total foreign gold re- | 4,270 1.316! 1,0431 3,026 468 101) 1,083, 1,334] 3,044] 9088 699] 2,634; 1,890 447 10 —10’ 8 —d =20 -1
serves and liquid dollar holdings.? | ! ! i
11 Through estimated net receipts from, or | 3,895 1,1861 1,200, 2,417 320 —78 901p 1,265 1,091 394] 302] -T2 30)‘ 59 12 —7 4 9 8 12!
payments (—) to the United States.? : N ~ i | i ! | |
111 | Through other transactions 4. B 375 130 —157 609, 139 264 132 4}9‘ 1,053) 594 397 3,356, 1, '1(01 3.\'8" —2‘ =3 ll —14‘; —-10] -~ 13’

s Revised. ? Preliminary. na Not available, nss Not shown separately. x Less 2. Changes in reported total gold reserves of foreign central banks and governments (in-

than $500,000. (1udmg international organizations but excluding the countries of the Soviet Bloc), net of

t. Transactions with shipping companies operating under the flag of the Bahamas, Hon-

duras, Liberia, and Panama are included under “unallocated.”

United States.

convertible eurrencies held by U.S. monetary authorities, plus foreign liquid claims on the
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Annual, Third and Fourth Quarters, 1966 and 1961
[Minlions of dollars)

Canada Latin America All other countries TInternational institutions and Sterling Area
unallocated

Line
1960 1961 1960 1961 1960 1961 1960 1961 196G 1961
|

'Year | NT | TV | Year |IIr{IV viYear| ITI [ IV | Year [THr{IV p| Year | III | IV | Year |IIIr{IV p} Year | IIT | IV |Year| I1Ir 1V pj Year | 1L IV |Year|IIIr {1V p
i | i

5,101/1,239(1,277| 5,165\1,275 1, 375(5, 28311, 3111, 362 naj1, 361 na| 8,027|1,84912, 157 nall,990| na 284) 69| 80| 304 70| 76 nss| nss| nss| nss| nss| nss 1
..................... 5 PR (R 720 151 26 nai 62, na 780 126] 183 nal 05| ma|.. ] |o.oloo oo nss| nss| nss| nss| nss| nss 2

5,101{1,239|1,277| 5,165/1,275/1,375(5,211[1,296(1,336; 5,223]1,299|1,419) 7,247]1,723/1,974| 7,884j1,885/2,079 284] 69| 80f 304 70; 76

| 3.7671 8701 915 3,7581 000 99413, 506 858
117] 31 29 117 31 31 288 78
46497 161 91 451 150] 84 2927 81

7.1,586(5,089(1, 1681, 465 3

1,030:3,200] 747) 887 1
93] 335 84f 87 5
21 99 34| 27 t

K791 9l4] 5, 23701, 23811, 4250 3, T00{1, 349{1, 519 & B 130 SR
731 73 467 120 122 440) 107 113 1531 400 34 151 37 40
77 80 93] 34 24 90 31 26 ..o h.oo (R S B

134 350 36| 14| 37 87| 271 67l 7o 2680 6l 74| 2s3| eo| 77] 2850 66 78 6ol 16| 19l w1y 170 200 akof 113] 124 483 107 120 ¥
6 5 () GRS N | R S N 68 18] 17 P2 T B 1) . - 200 & 7| 30, 7 8 &
35 79 39, 9 e 100 3 o4l 2 540 12 a4 62) 13 17 6 260 90 9| 33 7 12] g
362) 78] 141 417} 88l 161 6a1) 1601 182 7i6l 153 221 e13] 196 263 g8 616/ 117 190/ 688 155 220{ 10
2uf  s2l sl 237 eop e2] w8y 220 24 104 27, 26 670 17 19 96 57 18| 67 1al 18] 11

—
~F D

R R S AU A A 790 200 18 60 18 22 65 10 13 9

3,980/1,126) 9431 4,183(1,219|1, 1034, 560/1, 110(1,083; 4,237[1,009(1, 085 5,597]L, 4451, 320 5,716

28990 735, 713 3 086) 8271 871046 7620 8430 391611012 %99
320 29

04 124 12) 85 12
4,187|1,0511 93214, 183(1,101(1, 081 13
2,428 5801 539i2,477| 653] GS1 14

119 32 1200 321 33 42 42 2560 69 65 248 407 119) 88 419] 115 97 15
3801 2151 60 412, 230 65

Hy! 109 2441 57 5 27(ii [ T2emamaan - - . 282, &8 821 3000 93] 63 16

35 1 8 40 12 10
3 1} (x) 4 1

7osel sop 3190 78] 80| v
379 96| 01 346 75 7

17
450 11 120 45 12y 12
77 M6 103] 4520 107 103 19

470 52 200 5 5 22, [ S . : i 3
160 w090 280 30l 119 ;
14 120 968 252 2500 1,025

S

135 200 35 147 351 42 8 @ 11 12 10 39}5 | 108 49) 51 1850 33] 33 20
31 7 7] 28 7 7 i 2 43 e & 261 Ti (] 58 32 8 786 10 2r 21
: | ¢

1,121 113} 334 982 56, 272 352, ma) 2,430; 404 837 na, 472 naj —326/—113] —51,—388 — 146/~ 100 nss, nss| nss, nss, nss| nss 22

1,121 113] 334 982| 56 272 260, 334] 1,650/ 278] 654 267 592 —326,—113) —%511-388, —146!— 100, 1,272) 276| 654] 906 67 384‘, 23
~44] —11] —~10 ~34; —11}] -8 a 118 na|—2,275 —496; —566 i—467, nal —112] —28] —40{—117 —383 —19i nssi nss! nss| nss| nssl nss; M

—44y —11f —10] 34 11} —8§

Lo ;
—56] —b54]—1,495~-370{ ~ 383 — 1, 675, —362 — 433! ~112] —29] —40l—117| 381 —19, 410 —110)~324) - 506) ~109) 152 25
; j !

—14] —14} —237 =57 —6] —~127) =360 —35/—133; —30 —85 2

|

i nss nes
1 —2&)2l -76
________________ -1

z |

nal —62) nal —780|—126/— 183!
—150] —39; —36]|—1. 180 —2041~302 -3
e { o | A i S N
‘ |

NS NSS| NE8; NSs 27
—82{—351| —74|—110] 2%
=7 =221 =5 =71 24

-4

) i i i
—825| —179)| —254] —922| —1361—159|~684 —1461—2951’—1, 155/ — 438! —570| — 1, 773! — 350! —531
—8320—182]—256] —924] —136{ — 15N ~ K34 — 130 —274  —450 — 184 —225) —850! —176| —270
—471| 102|159 35) =T8I —05] —28° 21, ~203 —6 -21] —154 34 —38

— 687 — 8521 — 259 — 250" 50
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with Western Europe was in part in
transactions on goods and services, in
part also in private capital movements.

FFor 1961 as a whole, Ilurope scems

SURVEY OF CURRENT BUSINESS

to have received over $3 billion from
other than recorded transactions with
the United States, compared with
about $2 billion in 1960.

Table 4,—U.S, Short-Term Private Capital, 1960 and 1961, by Country and Type
[Millions of dollars]

1664 1961
Amount outstanding,
year ends -
Changes 2, quartorly (decreases (—))
1959 1960 1961 L 11 I | Iv I 1T IIr | v
Total reported by U.S. banks ! . ... ... 2,598 3,594 4,667 105 37 17 432 356 159 5 553
Major financial centers, total_..._.._._. 666 4971 1,143 | —8¢ 119 185 83 54 35 | —47 130
United Kingdom____________..______ 121 245 181 -9 69 33, —19 1 =78 -2 20 -4
EEC and Switzerland. . 273 305 420 —49 24 5 52 64 121 —44 83
Canada. oo, 272 421 542 | ~-24 26 97 52 63 25 —23 51
By type: .
Commercial and financial claims :
payable in dolars __ 138 566 670 | —7 49 63 40 19 6 —6 15
Toreign eurrency deposits and elaims 178 405 173 | ~10 0 1220 45 351 —41 1 —41! 115
|
Other countries, total ... . ___.________._ 1,932 2,623 3,524 189 | —82( 232! 347! 302 124 52 423
Japan. - .o 324 806 1,445 96 7 163 1 1460 263 203 16, 157
Tatin American Republies . ... ... 1,147 1,328 1, 454 85 |—150 3000 2020 241 —129 74 157
Others. o e ans 161 489 625 8 —9 300 =1 15 30 { —38 109
By type: !
Comuuercial and finaneiai claims !
payable in dolars .. .. 1,919 | 2,560 | 3,456 1 188 | ~x5 1 1051 352% 317 | 125 17 398
Foreign currency deposits and :
claims . ... ... 13 54 68 1 3 37 -3 =15 -1 52 25
Total reported by non-financial concerns.___. 730 1,131 |1 L,475 | —15 122 64 156 109 81 46 na
Major financial centers. . o ... 288 614 863 —2 111 53 121 126 85| —20 na
United Kingdom . ... ... ..__. 53 272 170 20 Tt 151 107 6| —54 | =57 na
EEC and Switzerland 134 155 203 1 —10 21 —3 19 10 45 1 =20 na
Canadd .o iieiiooaooo. m 187 490 | —12 35 4 -5 110 94 48 na
i
]
Claims payable in dollars... ____ 220 398 602 | —18 50 55 64 75 110 | —16 na
Forecign currency deposits and
elaims. .. ..., 68 216 261 16 61 -2 57 511 —25 | —13 na
Other countries, total.._ _______._.__..__ 442 517 612 | —13 11 11 351 —17 4 75 na
Claims payablein dollars__._.___...__.._. 387 462 831 1 —10 19 11 30 —16 —8 535 na
Foreign currency deposits and claims. .. 55 55 81 —3 —8 . A | -1 ! 4 20 na

na Not available.

1. Excludes Exchange Stabilization ¥Fund holdings.

2. Changes adjusted for variations in coverage.

3. Excludes $370 million held pending dirvect investment.
4, As of Sept. 30.

Automobile Purchases

(Continued from p. 17)

those purchases involving business use.  Then, as a basis for
allocating each such purchase, the proportion of total mileage
that was for business purposes was requested.  For each pur-
chase involving business use, moreover, it was asked whether
or not any of the expenses of the car were et out of business
fundds or covered by a mileage or car allowance: this infor-
mation made it possible to rule out unreitabursed employees
from the business portion. If a car was traded or sold in
connection with the purchase recorded in the survey year, it
was ascertained further in what year the traded or sold car
had beenn bought, and what make and year model; those
purchased in the survey year were also taken into account.
Finally, any other car disposed of—sold, given away, or
serapped—during the survey year was reported, with its
make, year model, and the amount realized, if any, from its
disposal, and included in the estimates.

The Plant and Egquipment Survey of the Securities and
Exchange Commission and the Otfice of Business FEeonomies
was expanded to include a net outlay inquiry for 1957 and
again for 1958 in order to obtain informarion on car expendi-
tures by business firms. There may be a very limited
amount of duplication berween the FRB Survey and the

SEC-OBE Rurvey in respect to cars of sole proprietorship
business firms registered in the proprictors names.  Auto-
mobile rental and leasing companies were eliminated from
the returns of the SEC-OBE Survey, because it was deemed
desirable to cover the car outiays of this rapidly growing
industry by data obtained in the Business Census of 1958;
the necessary inquiries on the numbers and values of cars
purchased, traded, and sold were included by the Bureau of
the Census, and sample data from this inquiry form the basis
for the estimate for this industry.

In order to round out the coverage where that by the
Plant and Iquipment Survey was considered meager or
lacking, estimates were developed for the finance, insurance,
and real estate industries. Data on car purchases in these
industries from the Life of Depreciable Assets tabulations of
the Internal Revenue Service for 1959, were raised by depreci-
ation to the total industry level and carried back to 1957
and 1958 on the basis of depreciation data. Estimates for
nonprofit institutions were developed by relating depreci-
ation to car purchases in the finance, insurance, and real
estate industries, Table 6 presents the results of the surveys
together with these supplemental estimates,

March 1962

It may be noted that while the net outlay sources and the
National Income Dirvision estimates differ as to the total
car expenditures in each year, the totals are almost exactly
the same for the 2 years together. The business proportion
in hoth estimates iz very eclose.

State and Local

Government Outlays

(Continued from p. 12)

grants finance more than a quarter ol
all local government expenditures.

Investment outlays spur borrowing
Notwithstanding the increases in
taxes, intergovernmental payments, and
other receipts—social insurance con-
tributions and current surplus from
governiiental commercial enterprises—
State and local governments arve steadily
incurring deficits and their debt has
been inereasing.  Most of this borrow-
ing is for investment outlays for
construction and equipmeut, which are
i large measure debt-financed. School
construction, and to a lesser extent,
water and sewer systetns, and road and
bridge construction, have loomed
largest in these borrowing programs.

Total debt increased by $5 billion in
1961 as it had in each of the preceding
several vears. The amount ol debt
outstanding at midyear was $72%
billion—about three-fourths of which
represented local government obliga-
tions. In appraising the change in
indebtedness, it may be noted that
although the proportion of outstanding
State and local government debt to
GNP has risen steadily over the post-
war years, it is still well below the
ratios observed for the pre-World War
II period.

The deficit shown in the accompany-
ing tables is not equivalent to the
change in outstanding debt mainly
because the receipts and expenditures
on income and product account include
the pension and other trust fund trans-
actions, and exclude changes in finan-
cial assets and land transactions. Pen-
sion fund surpluses are largely respon-
sible for the overall surplus on income
and product account that is shown for
State governments,



Curent BUSINESS STATISTICS

A

THE STATISTICS here update series published in the 1961 edition of BusiNEss StaTisTics, biennial Statistical Supplement to the Survey
or CurrENT Business. 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 monthiy
SurvEey 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.

1959 I 1960 I 1961 1959 1960 1961 1962
Unless otherwise stated, statistics through 1960
and descriptive notes are shown in the 1961 1 [ I l 1811 I v 1 l 1I I 111 ’ v I ' I ‘ 11X ' v I
edition of BUSINESS STATISTICS Annual total
Scasonally adjusted quarterly totals at annual rates
GENERAL BUSINESS INDICATORS—Quarterly Series
NATIONAL INCOME AND PRODUCT
National income, total 399.6 417. 1 430.2 | 390.7 406.2 399. 4 402. 8 413.5 419.2 419.0 416. 5 412.2 426.0 | 434.3
Compensation of employees, total__.___.___ do.._.| 278.4| 203.7 302.9 270.6 280. 0 280. 5 282.4 290. 2 294. 6 206. 0 204.0 202. 6 300.2 306.2 ) 3127 0 . . _.
Wages and salaries, total_ . ___. ... .. ._ do____| 258.5 271.3 Rriting 251.4 260.1 260.3 261. ¢ 268.3 272.4 273.2 271.3 270.1 277.3
Private . do____} 213.2 223.0 227.8 § 206.7 215.0 214.8 216.0 221.4 224.6 224.2 221.6 | 219.7 226.0
Military_ ... 9.9 9.9 10.4 9.9 9.9 9.9 9.8 9.8 9.8 9.9 10.0 10.1 10.1
Tovernment civilian 35.4 38.5 41.5 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.... 20.0 22.4 23.2 19.2 19.9 20.2 20.5 21.9 22.2 22.7 22.7 22.5 22.9
Proprietors’ income, totald™. __.ocnooo ...l do.._..| 46.3 48.2 49, 6 46.6 46.7 45.9 46.1 46.3 48.6 48,7 49.0 48.9 49.2
I3usiness and professionalg™ . ___.___.___ do_.._| 35.0 36.2 36.5 34.1 35.2 35.3 35.3 35.8 36.4 36.3 36.3 36.0 36.3
Trarm 11.3 12.0 13.1 12.5 1L 5 10.6 10.8 10. 5 12.3 12.4 12.7 12.9 12.9
Rental income of persons 11.9 1.7 11.5 12,0 11.9 11.8 11.7 1.7 11.7 11.7 117 11.5 11.5
Corporate profits and inventory valuation qd]th-
ment, total. .. 1. §.. 46.4 45.1 46.2 45.3 50,2 44.4 45.5 47.4 45.9 44.1 42.9 40.0 45.5
Corporate profits before tax, total .._..._. do....| 46.8 45.0 46.1 46.1 51.5 44.8 44.9 48.1 46.3 43.2 42.6 39.6 45.2
Corporate profits tax liability d 23.1 22.3 22.8 22.8 25.4 22.1 22,1 23.9 23.0 21.4 21.1 19.6 22.4
Corporate profits after tax 23.7 22.7 23.3 23.4 26. 1 22.7 22.7 24.2 23.3 21.7 21. 4 20.0 22.8
Inventory valuation adjustment____._._. do....] -—.5 0 1 -9 —i38 —. 4 7 -7 —.4 .9 .3 4 .3
Net interest oo ooecmeioncaccaccccaaana- do....| 16.6 18.4 20.0 16.2 6.4 16.7 17.0 17.8 18.3 18.6 18.9 19.2 19.6
Qross national produect, total__.........__.... do.._.| 482.8 | 504.4 | 521.3 ] 472.2 | 488.5| 482.3 | 488 501.5 | 506.4 | 505.11 504.5] 500.8{ 516.1
Personal consumption expenditures, total..do....] 314.0 | 328.9 | 339.0{ 3058 | 313.6 | 316.5}| 320.0] 523.81 320.9| 320.7 | 2332.3] 330.7] 336.1
Durable goods, total @ ... 43.5 44.3 42.3 41.6 4.5 44.4 43.7 44,7 45.3 43.4 43.8 39.4 42.0
Automobiles and parts 18.1 18.6 16.8 17.2 19.0 18.4 17.6 18.8 19.3 17.8 18.6 14.8 16.7
Furniture and household equipment. ..(Io.-.. 18.9 18.8 18.6 18.0 18.9 19.2 19.3 19.1 19.0 18.7 18.3 17.8 18.3
Nondurable goods, total @._________._._ do..._| 147.3 152.4 155.5 144.9 147.3 147.7 149.3 150. 5 153.3 152.7 153.1 153.7 154.1
Cilothing and shoes_..__.___ cadoo 27.4 28.1 28.4 26,5 27.8 27.6 27.8 28.1 28.3 28.3 27.7 27.9 27.6
Food and alecoholic beverages.. odo____ 78.0 80.1 81.8 7.4 78.1 77.8 8.7 78.9 80.6 79.9 80.8 81.1 81.4
Gasoline and ol ..o o __ do.... 11.0 1.6 1.8 10.7 1.9 1.1 i1.1 11.4 11.6 11.6 11.8 L7 11.7
Services, 104l @ oo e do....| 123.2 132.2 141.2 1ne. 4 121.9 124.4 127.0 128.6 131.2 133.6 135.4 137.5 139.9
Household operation. oo 18.1 19.6 21.0 17.5 17.8 18.2 18.9 19.2 19.5 19.7 20.0 20.6 20.9
Housing_____.___ 39.9 42.2 44.3 39.3 39.8 40.1 40.5 41.1 41.9 42.7 43.1 43.6 44.2
Transportation._. 10.0 10.5 10.8 9.5 9.8 10.2 10.2 10.4 10.5 10. 5 10.5 10.5 10.7
Gross private domestic investment, total_.._do.._. 72.4 72.4 69. 6 70.4 79.1 68. 2 718 78.9 74.6 70.5 65.6 59.8 68.8
New construetion. ..o 40.2 40.7 41.7 39.0 41,2 41.0 59.6 40.0 40.7 40.4 40.7 39.6 41.3 42.7 433 oo
Producers’ durable equipment .. - 25.9 27.5 25.7 24.3 26.3 26.6 26,6 27.1 28.6 27.7 26.7 24.2 24.7 26.0 28,0 1o ..-.
Change in business inventories 6.3 4.2 2.2 7.1 11.7 7 5.6 10.9 5.4 2.4 —1.9} ~4.0 2.8 4.5 A 3 PR
Net exports of goods and serviceS...o.oao. .. do._.- —.7 3.0 4.0 -6 ~L7 —.5 .0 1.8 2.3 3.0 5.1 5.3 3.9 2.6 4.0 oo
DD 610} o 7. S ~-.do.... 23.1 26.7 27.4 22,1 22.3 24.0 24.1 25.6 26.7 26.8 27.6 27.6 26. 4 27.0 285 |
BE£E300) o 7 U do.__. 23.8 23.6 23.4 22.7 24.0 24.5 21,0 23.9 24. 4 23.8 22.4 22.3 22,5 24.3 245 | oo
Government purchases of goods and services, tofal
i 97.1 1 100.1 | 108.7 96.7 97.5 98.1 96.5 96.9 99.6 | 1019 | 101.6 | 1050 | 107.3 | 109.0 | 113.2 |....____
Tederal (less Government sales) 53.5 52.9 57.3 53.2 53.9 54.1 52.9 51.8 52.9 54.0 53.0 54.7 56.6 57.4 G0.0 § ...
National defense @ _._ 46.2 45.5 49.2 45.9 40. 5 46.3 145.9 45,5 45.5 45.4 45.7 47.2 48.8 49.0 517 1o
State and jocal__..... 43.6 47.2 51.4 43.5 43.6 44.0 43.6 45.0 46.8 48.0 48.6 50.3 50.6 51.6 53.2 | . .
By major type of product:*
Final sales, total_....____ 476.5 | 500.2 | 519.1 ] 465.2 | 476.8 | 481.6 | 482.7 | 490.5| 501.0 ] 502.7 | 506.4 1 504.8 | 513.2 ] 521.3
Goods output, total ... . 244.0 | 254.3 | 256.8 | 238.3 | 244.6 | 247.1 | 246.1§ 250.9 | 256.9 | 254.8 | 254.6 | 249.7 | 254.3 | 256.9
Durable goods output ... 91.3 94.3 92.7 88.1 92.4 93.6 90.9 93.1 96.3 94.2 93.4 87.4 91.2 92.6
Nqndurable goodsoutput_________.__ do....| 152.8 160.0 164.1 150.2 152.2 153.5 155.1 157.8 160. 6 160. 6 161.3 162.3 163.0 164.3
ServiCes o e do....i 176,21 189.3} 203.6 | 170.7 | 174.2 | 177.6 | 182.2] 183.8 | 187.7 | 191.2{ 19461 197.9 | 201.1| 2051
Construetion. ... ...l . do..._} 56.3 56.6 58.8 56.2 58.1 56.9 54.4 55.8 56.4 56.7 57.2 57.2 57.9 59.2
Inventory change, total 6.3 4.2 2.2 7.1 1.7 .7 5.6 10.9 5.4 2.4} =191 ~4.0 2.8 4.5 5.8 [oooanoaa
Durable goods output.__ 3.6 2.5 .1 5.4 8.8 -2.0 2.4 9.4 3.9 .4 ~3.8) ~5.8 -3 3.5 3.
Nondurable goods output 2.6 1.8 2.0 1.7 2.9 2.7 3.2 1.5 1.5 2.0 2.0 1.8 3.2 1.0
r Revised. & Includes inventory valuation adjustment.
@Includes data not shown separately. Q Government sales are not deducted.

*For quarterly data back to 1947, see p. 34 of the July 1961 SURVEY.
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S-2 SURVEY OF CURRENT BUSINESS
Unless otherwise stated, statistics theongh 1sgo | 1999 | 1990 | 1961 1959 1960 1961
and descriptive notes are shown in the 1961
edition of BUSINESS STATISTICS 111 v 1 I 1 1 I 111
GENERAL BUSINESS INDICATORS—Quarterly Series—Continued
1
NATIONAL INCOME AND PRODUCT-—-Con.
Quarterly Date Seasonally Adjusted at Annual Rates
GNP in constant (1954) doliars
Gross national product, total ... .. ... .. bil. $__ 434.4 | 426.6 | 430.7 | 441.0 | 443. 41 440.2 433.2 | 445.5 | 451.8
Personal consumption expenditures, total..do.... 0.7 290.8 | 292.8| 295.4 1 299.5} 2986 207.0 | 301.6 | 305.0
Durable goods. . ... .7 41,6 41.4 12,1 42,5 40.8 37.6 39.8 39.9
Nondurable good .3 139.2 140.0 140, 9 142.9 142.0 141.6 142.6 144.5
Serviees .o ... =] 1100 111. 4 112. 4 114.2 115.8 117.8 119.2 120.6
Gross private domestic Investment, total.._do..__ 57. 9.9 9 37.3 60, 4 66.6 62.3 58.6 40.6 57.3 60. 4
New constrietion. oo oeovuoaeooiooion do.... .4 3.7 2 34.7 33.4 2.2 33.9 23.6 32.9 EE | 35.1
Producers’ durable equipment _ _ .2 .1 & 21,7 21.9 22.4 23.4 22.7 19.9 20.3 21.4
Change in business inventories 1 .2 .1 .8 5.0 9.9 4.9 2.3 -3.2 2.9 3.9
Net exports of goods and services. .......... do.... .0 .2 2 ~L9 -.9 .6 1.0 1.6 3.3 1.9 6
Government purchases of goods and services, total
bﬂ 7 0 80,5 8.4 8.4 30,6 81.3 83.3 84,7 85.7
.2 6 44,0 42.7 41.7 42,7 42.9 43.1 4.7 45.0
.5 36. 4 36.5 35.8 36.7 37.8 38. 40.2 40.0 40.8
DISPOSITION OF PERSONAL INCOME
Quarterly Data Seasonally Adjusted ut Annual Rates |
Personal income, total_..._.__. R, 6] 3851 3859 3055 404,71 413.2 1 420.3
Less: Personal tax and nontax m\mom .1 46. 4 46. 6 49.9 .3 51.4 52,5 1
Equals: Disposable personal income. .. ___ Q.4 | 338.7 | 342,31} 3457 354.3 | 36LR | 367.7 i
Personal saving § 8| 23| 22 218 3.7 2581 o968
NEW PLANT AND EQUIPME
EXPENDITURES
Unadjusted quarterly totals or averages:
AN InAUStIICS o cce e bil. $.. 8.32 8.32 8.99 9.28 8.98 7.57 8.61 8.65 !
Manufacturing. ...l 3.02 3.02 3.57 3.76 3.62 3.00 3.46 4.34 |
Durable goods Industries .45 1.44 1. 183 1.80 1. 41 1.58 350
Nondurable goods industries .87 1.58 1. 1.38 1.81 1.59 1.88 L84
Mining. . 26 220 L7 .25 .21 26| .25
Railvoads oo . .28 .25 .29 .24 L17 .18 .16 !
Transportation, other f . .54 .47 .55 47 .41 .48 AT i
Public utilities..._.._._..___ 1. 1.48 1.18 12 1,80 1.09 1.39 150 1
Commercial and other. . ... ... 2.4 2.74 2.69 2.99 2.90 2.69 2.85 2.94 |
Seas. adj. qtrly, totals at annual rates: ;
ANINAustries. « oo oo e 510 33.35 ] 33 35.15 1 36.30 | 35.90 33.85 1 33.30
Manufacturing_.__ .. .. ... .. 80| 12 12.8 14.10 ¢ 14.70 | 14.65 13.95 | 13.50
Durable goods industries. . 74 5.83 6. 7.15 7.40 7.35 6. 50 6. 20
Nondurable goods industries. 06 6,42 6. 6,95 7.30 7.30 7.25 7.30
Mining 04 1.01 1. 1.00 1.65 1.00 .95 1.00
Railroads. 00 1.28 . 1.00 1,10 1.00 .70 LTG0
Transportation, other than rail_ 08 2,17 2, 2,060 2.15 1.90 1.75 1.80
Public utilities. ____._._._.._. 82 5.58 5. 5.75 5.70 5,60 5.35 5. 50
Commercialand other. . _______..__.____. 87 1 11,06 | 11. 11351 11,60 | 11.75 11.30 | 1105
BUSINESS POPULATION
Firws in operation, end of quarter (seasonally ad-
JUSEEd) Lo i thous. . 4,635 | 4,635 [ 4,670 4.690 | 4,710 4,725 4,740 | 4,755 | 4,770
U.S, BALANCE OF INTERNATIONAL
PAYMENTS ¢
Quarterly Data are Seasonally Adjusted
TU.S. payvments, recorded.aoeaann i oanvoooo mil. $__ 7,474 | 7,365 7.670 ) 7,567 | 7,600 | 7,941 P74 | 17,384 177958
Imports:
Merchandise o ool 1 3. 861 3,974 3.858 3,785 3,830 3.674 *3.374 3,418 3.843
Military expenditures. 789 786 754 67 756 798 759 761 T 705
Other Serviees.o..__.. L2721 1,303 ) 1,337 | 1,373 | 1,438 1 1,402 71,360 {71,360 | 71,419
Remittances and pensions 187 214 206 198 213 207 r 212 r 219 r 218
Govt. grants and capital outflows 741 746 760 750 843 775 1. 000 T 825 {71,018
T.8. private capital. oo ol 624 342 755 694 610 1 1,085 1,039 r 801 T 755 1,3
Direct investments 347 326 362 344 260 406 500 r 308 T 470 E
Long-term portfolio. 280 205 235 104 267 145 r12 r 331 r 147
Short-term... -3 11 158 156 83 534 © 527 r 162 r 138
TU.8. receipts, recorded . cavamenacoeaiaaaaaos do.... 137 | 6,495 1 6,731 6,014 7,060} 7,041 r7.454 178,005 [r7,072 ) 7.
Exports:
Merchandise_ ... .._.... 3,924 4,209 4.193 4. 650 4,837 4, 927 r 5,053 4,765 | * 4,947
Services and military zal 1.793 1. 856 1,959 1,915 1.991 1,927 r2.072 72,115 | r 2,038
Repayments on U.S, Govt, loans_._. 158 159 430 168 148 170 r 130 r 850 80
TForeign capital other than liquid funds 262 181 149 181 83 17 199 275 r7
Excess of recorded yeceipts or pavinents (—)...do.... ,337 1-1,070 | —93 —653 | —621 | —900 T —290 r621 | ~—886
Tnrecorded transactions. ..., do.._. 276 . —103 2 33| ~142] -—212 r—34 | —1465 #1099
Total, net receipts (++) or payments (—)_ ... do_... -1,001 |—-1,173 | —668 ] —620 | -763 {—1.112 r—344 £ 156 | r =777
Major special transaetions. ... P [ T ~100 oo 283 |oacenann =80 Jooeeed] M 724 —75
Total, excluding speeinl transactions. . ____. do.... —061 i—1,173 —953 —620 : 3 —683 . —1,112 | r—344 17 =568 | —702
r Revised, 2 Unadjusted.  Data repry esvnr firms_in operation as of Jan, 1.

1 Estimates for Jan.-Mar. 1962 based on anticipated eapital expenditures of business.
Estimates for Apr.~June 1962 based on anticipated capital expenditures of business, antici-
pated expenditures for the vear 1962, anid comparative data for 1960-61 appear on p. 7 of this

issue of the SUvRvEY,

§ Personal saving is exce:

5 of disposable income over personal consumption expenditures
bhown as a component of gross national product on p. S-1.

Note change in presentation; unadjusted data, as well as adjusted data for earlier peviods,
appear in the March, June, >optomber, and Decernber issues of the SURVEY (front scction).
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SURVEY OF CURRENT BUSINESS S-3
1960 | 1961 1961 62

Unless otherwise stated, statistics through 1960 19

and descriptive notes are shown in the 1961 Monthly

edition of BUSINESS STATISTICS average Jan. Feb. Mar. Apr. May | June July Aug. | Sept. Oct,. Nov Dec. Jan. Feb,

GENERAL BUSINESS INDICATORS—Monthly Series
PERSONAL INCOME, BY SOURCE

Seasonally adjusted, at annual rates: 2405.5 2418.6

Total personal income ..o .o . ... bil. $_.11402.2 | 1416.7 403.6 | 403.1 407.3 400. 8 413.2 417.3 | 421.2 419. 4 421.1 425.2 | 429.3 431.8 | r430.1 432.%

Wage and salary disbursements, total..._do___.[ 271.3 | 279.7 | 269.6 | 260.53| 271.1 | 274.6{ 277.2 | 280.7 | 282.3 | 282.8 | 284.0 | 286.4 | 289.4 | 290.7 |r290.2 | 292.8

Commodity-producing industries, total_.do__..| 110.4 | 111.2 ] 106.2 | 1056} 106.5| 109.1 | 110.5 | 112.7 | 113.2| 1129 ] 112.9 | 1141 115.8 | 1156 | 114.3 | 116.¢

Manufacturing only... - 87.4 87.8 83.8 83.5 84.1 86.1 87.6 88.9 39.3 89.0 88.8 89.9 91.3 01. 4 90. 6 91. 9
Distributive industries._ _ 71.8 73.4 7.8 71.8 71.8 72.3 72.9 73.5 74.0 74.2 74.7 74.8 74.7 75. 4 75.7 76.9
Serviece industries 40.7 43.1 41.6 41.7 42,1 42.3 42.5 42.9 43.3 43.6 44.0 44. 4 44.7 45.1 45.2 4534
Government_____ 48.4 51.9 50.0 50. 4 50.7 51.0 51.3 51.6 51,8 52.1 52. 4 53.1 54.2 54.6F 55.0 55. 4

Other labor income. 10.9 1.1 1.0 10.7 10.6 10.7 10.8 11.0 11.1 11.2 1.2 il. 4 1.5 11.7 11.8 12.0

Proprictors’ income:

Business and professional. .o . ... do.... 36.2 36.5 36.0 35.8 36.0 36.1 36.3 36. 4 36.6 36.6 35.8 37.0 37.3 37.4 37.4 37. 6
B o ¢ U, do._._ 12.0 13.1 12.8 12.9 13.0 12.9 12.9 13.0 12,9 12.8 12,7 13.5 13.8 13.5) r13.1 1228

Rental income of persons. 1.7 11.5 11.6 11.5 11.4 115 1.5 11.5 1.5 115 115 L5 11.5 11.5 115 1.3

Dividends....________... 14.1 14. 4 14.2 14.2 14.2 14.2 14.2 14.3 14.3 14.3 14.4 14.5 14.8 15.5 14.9 14.8

Personal interest income. 26. 2 27.3 26. 8 26.8 26.8 26.8 27.0 27.1 27.2 27.4 27.5 27.7 27.9 28.2 28.5 28.7

Transfer payments.._....._ 29.1 32,9 31.1 3.1 233.7 32.5 33.0 33.07 235.2 32.5 32,7 33.1 33.2 33.4 33.1 341

Less personal contributions for sociul insurance

bil. §.- 9.3 9.7 9.6 9.4 9.6 9.6 9.7 9.8 9.8 9.8 9.8 10.0 10.1 10.1 ] 710.3 0.4
Total nonagricultural income._ _........... do._..| 386.2| 399.4 | 3%6.8 | 386.2(2390.4| 3929 | 396.4| 400.2 | 2404.0 | 402.4 | 404.1 ] 407.2 | 4109 | 413.6 | 412.3}| 4153
FARM INCOME AND MARKETINGS
Cash receipts from farming, including Government
payments, total . __._ oo.-mil, $.0] 2,802 3,020 | 3,123} 2,272 | 2,278} 2,171 | 2,478 | 2,568 | 2,785 | 3,081 | 3,426 | 4,771 ] 3,995 3,201
TFarm marketings and C'CC leans, toml___.do_... 2,834 2,806 1 3,077 | 2,250 | 2,259 | 2,137 | 2,236 2,447 ] 2,714 | 3.050 | 3,320 | 4,200 | 3,783 | 3,192

CrOPS e c e ccm ez e oo _do. 1,256 1 1,292§ 1,448 788 607 618 615 915 | 1,280 1 1,419 | 1,669 | 2,409 | 2,075 | 1,658

Livestock and products, tot‘llQ - 1,578 | 1,604 § 1,629 | 1,4621 1,652 | 1,519 i 1,621 | 1,532 | 1,425 1,631 | 1,650 | 1,881 | 1,708 | 1,534
Dairy products. _.... 5 407 409 377 424 417 448 427 411 396 389 309 388 401
Meat animals.. 882 907 438 819 924 823 897 832 748 935 953 1 1,164 | 1,015 837
Poultry and eggs...._ do___. 274 263 247 238 279 249 256 246 243 268 273 295 290 268

Indexes of cash receipts from marketings and CCC
loans, unadjusted:
All commOdities. .« --oococomenamee 116 119 126 92 93 88 92 100 111 123 136 176 155 131
117 121 135 74 57 58 57 85 120 132 156 225 193 155
116 118 120 107 121 111 119 112 103 120 12} 133 125 113
Indexes of volume of farm mi
All commodities.. 133 r135 144 102 103 97 106 120 131 141 151 198 176 145 144 jooeaa..
CrODS e 130 129 163 81 57 53 52 90 134 139 159 243 209 163 5
Livestock and produets 134 139 131 118 137 130 147 142 129 143 146 165 152 131
INDUSTRIAL PRODUCTION §
Federal Reserve Index of Quaniity Output
Unadjusted, total index (inel. utilities). . 1957=100.- 108 2109 102 103 104 107 108 111 106 111 113 116 115 113 113 » 118
By indusiry:

Manutacturing, total 108+ 2100 101 102 103 107 108 111 105 111 113 117 115 113 113 » 116
Durable manufactures. .. _ 164 | »103 95 96 97 100 103 106 100 102 106 110 111 r111 109 1 v 312
Nondurable manufactitres._ 113 117 109 111 112 115 115 118 112 123 121 126 122 116 117 » 121

Mining._ 97 » 98 a7 97 96 97 97 98 95 99 99 101 100 no 99 | » 49

Ttilities... 523 ORI PRRURUSIPI RISt POSRPOIIpR RPN RS (SRR FURPIOIII ST RIS MRS RPN NI MR DTN

By market grouping: ,

Final products, total 1 »112 106 108 107 110 110 113 109 113 116 119 118 116 115 » 134

Consumer goodS_. _......... 114 r116 109 111 111 113 114 118 112 119 121 126 122 *118 r119 iR
Automotive and home goods- 116 » 112 101 104 104 112 113 119 104 97 114 126 129 126 122 » 127
Apparel and staples_______._ 114 » 117 112 114 113 114 114 117 115 126 123 126 120 116 118 v 123

Equipment, including defense. . 103 ?» 104 101 101 101 102 102 103 102 102 105 106 108 110 108 » e

AMaterialS. o omm oo mmeaaenas 106 » 106 93 99 101 104 107 109 103 110 110 113 113 111 111 » 13
Durable goods materials. - 102 » 100 90 90 91 96 101 105 99 103 104 107 107 6 105 » 10x
Nondurable materials. __._._ 110 »113 108 109 111 112 113 114 108 117 116 120 119 T 116 117 » 114

Seas. adj., total index (incl. utilities)_ __._..... do-.-- 108 | »109 102 102 103 106 108 110 112 113 111 113 114 115 140 #1135
By industry:

Manufacturing, total ... .. _. 108 » 109 101 101 102 105 108 111 112 113 111 113 114 115 114 » 115

Durable manufactures ¢ 104 » 103 95 94 95 99 103 105 107 108 105 107 109 110 109 ¥ 116

Primary metals_ 90 v 88 71 73 74 82 90 92 95 98 99 96 96 100 102 v 105
Iron and steel.. 88 » 84 66 69 69 79 86 89 91 92 93 90 90 97 7 100 PR

Fabricated metal 106 ? 105 97 96 96 9 105 107 108 111 105 110 112 r 112 r112 » 132
Structural metal p‘lrts 104 7 163 97 94 94 96 102 106 107 110 105 108 107 106 r 105 LU

Machinery. 106 » 106 101 101 101 103 104 107 110 109 108 108 110 112 111 » 1
Nonelectrical machinery 102 » 100 96 96 95 98 99 101 103 102 102 102 103 104 103 » 13
Electrical machinery 112 » 114 109 108 108 109 112 116 120 118 116 7 119 123 123 » 124

Transportation equipment. . 102 » 97 89 88 83 94 99 101 102 103 5 101 106 108 103 » 203
Motor vehicles and parts. R 115 » 103 89 86 86 99 108 113 114 116 95 107 116 120 r 113 LR
Aircraft and other equipment. .___. “do-_.. 89 » 91 88 88 89 88 90 88 91 90 93 93 96 96 93 » 44

Instruments and related products._._do.... 119 »118 116 113 113 113 116 119 119 122 121 121 123 123

Clay, glass, and stone products R 1 S 110 ? 108 101 100 103 105 107 112 114 114 112 111 110 106

Lumber and produets._... _.do__.. 107 ? 105 100 99 100 106 107 111 111 109 107 103 165 107

Furniture and fixtures_._. doooo. 120 » 120 11 111 112 115 117 121 121 123 123 124 128 128

Miscellaneous manufaetures_._....... do-.._ 113 »114 107 108 107 110 114 117 117 116 116 119 121 120

Nondurable manufactares 113 117 11 111 112 114 116 117 119 120 119 121 121 122
Textile mill produets. . 109 7111 98 102 104 106 110 112 114 116 117 118 118 118
Apparel products__.__ 124 » 124 113 116 120 120 120 123 127 130 125 130 130 r 131
Leather and produects. 100 ? 101 97 96 96 100 100 104 101 103 100 104 106 109
Paper and produects_..__ 112 » 118 111 113 113 117 117 118 117 123 122 4 122 122} 125

r Revised. » Preliminary.
! The total and components are annual totals.

¢ Ttalicized totals for March and July exclude stepped-up rate of, and special Govern-
ment life insurance dividend payments to veterans, respectively; total dishursements of
$150 million (March) and $218 miilion (July) multiplied by 12 (to put on annual rate basis)

amounted to $1.8 billion (March) and
and total nonagricultural income reflecting similar exclusion are as foilows: March—$31.5

$2.6 billion (July).

billion and $388.6 billion; July—$32.5 billion and $401.4 billion.
¢ Includesdatanot shown separately.

Figures for transfer paymenis

1 Data for 1960 have been revised toincorporate

more recent information; revisions prior to Aug. 1960 will he shown later.
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] 1960 | 1961 1961 1962

Unless otherwise stated, statistics through 1960
and descriptive notes are shown in the 1961 Monthly
edition of BUSINESS STATISTICS Aavera"e

Jan. Feb. Mar, Apr. May June July Aug. Sept. Oct, Nov. Dec. TJan, Feb.

GENERAL BUSINESS INDICATORS—Continued

INDUSTRIAL PRODUCTION {—Continued
Federal Res