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Congress Adjourns
Despite the transfer of the executive branch of the

Government to the less conservative of the Nation's two
major political parties, Congress has continued to be
controlled largely by a working coalition of the conserv-
ative wings of the two major parties, an informal align-
ment that continued to operate much as it had during
the preceding administration. Although the strength of
this coalition may have weakened somewhat in the Sen-
ate, no such weakness was even suggested by the inde-
pendent treatment given the President's foreign aid bill
by the House in the closing days of the recent session.

Despite the President's making foreign aid a key-
stone in his foreign policy and despite the emphasis given
foreign aid in his addresses to the Nation, the House
brought this session of Congress to a stormy end by
adjourning following passage of a foreign aid bill that
fell nearly $900 million short of the President's original
request and trimmed $200 million from the bill passed
by the Senate. In addition to curtailing the amount
appropriated for foreign aid, the House nullified, by a
tactic that the Senate minority leader labeled an "af-
front," certain financing provisions of the Senate bill
actively sought by the Administration. These would have
enabled the President to make long-term aid commit-
ments by means of what opponents of this feature of the
bill described as "back door" financing, that is, by di-
rect draft on the Treasury without further congressional
action.

Not only did the House curb the Administration's for-
eign aid program but it killed for the session of Congress
just ended such major Administration-sponsored meas-
ures as those providing for an expanded housing pro-
gram, increased school aid, 'postal rate increases, a medi-
cal care program for the aged, and establishment of a
Department of Urban Affairs.

Among the measures sponsored by the Administration
and enacted more or less as introduced were the follow-
ing:

Unemployment benefits—These were liberalized with
payment of the cost provided for by increases in the Fed-
eral unemployment levy on employers.

Minimum wage—The hourly rate was increased from
$1.00 to $1.15 effective September 3, and to $1.25 in
1963; coverage of the act was extended to include re-
tail and some other workers.

Highways—Excises on trucks, tires, and tubes were in-
creased and the 4-cent Federal tax on gasoline was ex-
tended until 1972.

Housing—Terms for FHA-insured loans were liberal-
ized, and funds for public housing, urban renewal,
college dormitories, housing for the elderly, and com-

munity facilities were appropriated.
Social Security—Retirement benefits and terms were

liberalized and tax increases to meet the increased cost
were made effective as of next January 1.

Defense—Forty-seven billion dollars, $525 million
more than the President asked for, was appropriated for
defense. The total included $1.7 billion for space and
allied 'projects.

Although Congress did not give the President what he
wanted in the realms of education and agriculture, it
did enact legislation in both areas. In that of educa-
tion it extended for 2 years the existing aid program for
"impacted" areas and appropriated funds to promote
foreign language and science courses under the Defense
Education Act. The farm bill passed by Congress
differed markedly from what the President wanted; it
provides for (1) higher support prices and larger bene-
fit payments on wheat, corn, and feed grains in return
for reduced acreage; (2) expansion of certain market-
ing controls, and (3) continuation of soil conservation,
school lunch, and surplus crop export programs. Congress
rejected the President's proposal to have the Secretary
of Agriculture and farm groups determine new programs
subject only to the veto of Congress.

What the Indicators Say
Percentages of the three groups of indicators ex-

panding are plotted on the accompanying chart, with
periods of cyclical contractions as determined by the
National Bureau of Economic Research indicated by
shaded areas.* The series currently included in the
three groups are those reported in the last issue of this
bulletin each month.

Current appraisals of the leading indicators yield a
percentage-expanding of only 56 for the 9 monthly series.
Only two series were viewed as clearly trending upward
(average weekly hours and new orders for durable
goods), and three others were considered probably to have
been trending upward (new houses started, commercial
and industrial building, and stock prices). Trends of busi-
ness-failure liabilities and industrial raw material prices
were indeterminate, and those of employment accessions
and (inverted) layoffs were definitely downward. The
percentage expanding, therefore, is only a little above 50
percent, and may soon fall below that level if only one
of the three series classified as "probably upward" weak-
ens slightly without compensating gains of an indicator

*The expansion of each indicator is determined by visual inspec-
tion and by appraisals of related series. The indicators are
grouped as "leading," "roughly coincident," or "lagging," accord-
ing to their past relationships to peaks and troughs of business
cycles.
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now classified as down.
Three-quarters of the roughly coincident series con-

tinue to expand, five series strongly and one somewhat
uncertainly (bank debits outside New York City). Des-
pite a statistically negligible improvement in September,
the trend of the unemployment rate is still classified as
doubtful, and industrial wholesale prices have been
trending downward.

Among the lagging indicators, the July upturn in man-
ufacturers' inventories was confirmed by a further in-
crease in August, and the decline of consumer install-
ment debt apparently was reversed in August. With the
continued favorable outlook for plant and equipment
expenditures, these upturns resulted in 60 percent ex-
panding for the lagging group.

The fact that more than half of the leading indicators
are expanding suggests that the business recovery will
continue, but the fact that they are far from unanimous-
ly expanding justifies doubts as to the duration of the
business expansion.

SUPPLY
Steel-Ingot Production vs.

Prices of Metals and Metal Products
Production of steel ingots and steel for castings in

the third quarter totaled 25,600,000 tons, 2 percent great-
er than that in the preceding quarter and 30 percent
greater than production in the third quarter of 1960.
Steel production of 70,500,000 tons in the first three
quarters of this year was 12 percent less than that in the
corresponding period of last year.

During the third quarter steel production increased
from 8,100,000 tons in July to 8,700,000 tons in August
and to 8,900,000 tons in September. The rate of steel

production had increased or been maintained for 9 con-
secutive weeks through September 30. However, the
industry is operating at only about three-fourths of
capacity.

The index of prices of metals and metal products
remained unchanged throughout the summer and was
virtually the same as the level of a year earlier. Except
for a slight increase during the 1959 steel strike and its
aftermath, the index has been stable for 2y2 years.

Barriers to steel price increases are idle domestic steel
capacity, lower priced imports, and competition from
nonsteel products, intensified in some steel product
areas by a recent reduction in aluminum ingot prices.
Moreover, market conditions generally are not conducive
to an increase in steel prices at this time. The sharp
increase in new orders that steel executives had been ex-
pecting for October has not materialized.

The President's letter of September 6 to 12 major
steel companies urging them not to increase prices after
the October 1 wage increase elicited no such commit-
ment. The President's contention was that the : steel
industry could make a good profit in the fourth quarter
after absorbing the wage increase. In his reply to the
President, Mr. Roger M. Blough, Chairman of the Board
of the United States Steel Corporation, said that the
attempt by the President's economic advisers to fore-
cast fourth quarter steel profits is a "hazardous task"
that suggests that these advisers "seem to be assuming
the role of informal pricesetters for steel—psychologi-
cal or otherwise." If the President's advisers are pre-
suming to suggest proper prices for the steel industry,
Mr. Blough asked, "what then for automobiles, or rub-
ber, or machinery or electrical products, or food, or
paper, or chemicals—or a thousand other products? Do
we thus head into unworkable, stifling peacetime controls
of prices? Do we do this when the causes of inflation
—in a highly competitive economy with ample indus-
trial capacity such as ours—are clearly associated with
the fiscal, monetary, labor, and other policies of Gov-
ernment?"

The Iron Age composite price of No. 1 heavy melting
steel scrap was $39.42 per ton in September, the highest
monthly average since February 1960. Decreased auto-
mobile production during September resulted in a di-
minished supply of steel scrap, which tended to raise
scrap prices. However, the increasing demand for scrap
accompanying increasing steel production probably was
of more significance in accounting for the higher level
of steel scrap prices.
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The third-quarter record of the steel industry does not

suggest that the general business expansion is sufficiently

vigorous to reach boom levels shortly.

Industrial Production
Production of steel, automobiles, electric power, and

lumber (1) in the 1- and 4-week periods ended on the
indicated dates in the current year and (2) in the cor-
responding periods of earlier years was as follows:

1929 1932 1957 1958 I960
Steel

Ingots—million tons
1 week: Septem'ber 30
4 weeks: September 30

Automobiles
Vehicles—thousands*

1 week: September 30
4 weeks: September 30

Electric Power
Kilowatt-hours—billions

1 week: September 30
4 weeks: September 30

Lumber
New York Times Index

1 week: September 23
4 weeks: September 23

* Cars and trucks in the United States and Canada.
p Preliminary.

DEMAND
Mail-Order and Chainstore Sales

Percentage increases in sales of mail-order and chain-
store companies in August and in the first 8 months of
1961 from those of corresponding periods of 1960 were
as follows:

Aug. First 8 Mos.

1961 1961

Mail-order houses 5 3
Variety stores 6 2
Grocery stores 3 4
General merchandise stores 9 7
Women's wear stores 13 10
Shoestores 5 2
Men's wear stores 14 5
Drugstores 5 6

Source: The New York Times.

Department-Store Sales
Sales of department stores reporting to the Federal

Reserve banks compare with those of corresponding
periods a year earlier as follows:

Period Percent Change

Week ended September 30 + 5
Four weeks ended September 30 + 2
Year to date + 2

PRICES
Commodity Prices

I960 1961

Index Oct. 2 Sept. 25 Oct. 2

Spot-market, 22 commodities 257 258 256
Commodity-futures 302 309 306
Steel-scrap $29.83 $39.50 $39.17

Note: The indexes are respectively those of the U.S. Bureau of
Labor Statistics, Dow-Jones, and Iron Age. The spot-market and
futures indexes are converted so that their August 1939 daily
averages equal 100. The steel-scrap index is a composite price
for No. 1 heavy melting scrap.

BUSINESS
Manufacturers' Orders, Sales, and

Inventories
Note: Data for new orders, sales, and inventories are seasonally
adjusted; data for unfilled orders are not so adjusted.

New orders received by manufacturers during August
increased to a record amount 2.6 percent greater, than
that of a month earlier and 7 percent more than that
of a year earlier. New orders for durable goods, a
leading indicator of business-cycle changes, increased
even more, in fpart reflecting new defense orders; the
increase was 3.5 percent during the month and 8 per-
cent during the year. New orders for nondurable goods
received during August were 1.7 percent more than those
received during July and 6 percent more than those re-
ceived during August 1960.

Sales (shipments) of manufacturers in August were 1.4
percent more than those of a month earlier and 4.6 per-
cent more than those of a year earlier. Sales of durable
goods were 2.7 percent more than those in July and 5.6
percent more than those in August 1960. Sales of non-
durable goods were two-tenths of 1 percent more than
those of a month earlier and 4.3 percent more than those
in August last year.

Inventories of manufacturers at the end of August were
eight-tenths of 1 percent more than those of a month
earlier but 1.8 percent less than those of a year earlier.
Inventories of durable-goods manufacturers were 1.5
percent more than those at the end of July but were 4
percent less than those at the end of August 1960. In-
ventories of manufacturers of nondurable goods de-
creased nine-tenths of 1 percent during August but were
still 1.1 percent more than those of a year earlier.

The ratios of inventories to sales for manufacturers
of all goods, durable goods, and nondurable goods for
August compare with those for a month and a year
earlier as follows:
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All goods
Durable goods
Nondurable goods

p Preliminary, r Revised.

1960
Aug.

1.82
2.23
1.46

1961
July

1.72
2.05
1.42r

Aug.p

1.71
2.03
1.41

tories to sales compare with those of the preceding month
and a year earlier as follows:

Unfilled orders of manufacturers at the end of Aug-
ust were still eight-tenths of 1 percent less than those of
a year earlier although they have increased steadily since
January. Those for durable goods were 1.6 percent
less; and those for nondurable goods were nearly 11
percent more.

Inventories of durable-goods manufacturers decreased
to a cyclical trough in May. Since then, most of the in-
crease has been in goods-in-process and, to a lesser ex-
tent, in finished goods. Inventories of purchased ma-
terials increased only slightly in July and August after
decreasing for more than a year. Inasmuch as the ra-
tio of inventories to sales is relatively small after dimin-
ishing for 7 months, manufacturers of durable goods
probably will continue to purchase increasing supplies
of materials to be fabricated as long as the trend of new
orders is favorable.

New orders for durable goods, one of the usually re-
liable leading indicators of business-cycle changes, con-
tinue to suggest that the business recovery will continue
for a few months, at least. However, the increase in
manufacturers' inventories has occurred earlier in the
period following the cyclical trough of business activity
than it did in 1958 and from a relatively much higher
level. Consequently, further marked increases in new
orders apparently will be necessary to sustain manufac-
turing activity at present levels.

Ratio of Retail Inventories to Sales
Note: Data for inventories and sales are seasonally adjusted;
data for orders are not so adjusted.

We estimate the ratio of inventories to sales for the
department stores reporting to the Federal Reserve banks
to have been albout 2 ^ percent more for August than that
for July but 4 percent less than the ratio for August
1960. The ratio increased in August as a result of a
slight increase in inventories and a slight decrease in
sales.

Inventories of reporting stores at the end of August
are estimated to have been 2 percent greater than those
of a month earlier but equal to those of a year earlier.

Sales in August were seven-tenths of 1 percent less
than those in July but 4 percent greater than those in
August last year. Indexes for August of inventories and
sales of department stores and the ratios of these inven-

1960
Aug.
169
144
3.00

1961
July

166
151
2.80r

Aug.

169e
150

2.87e

Inventories (1947-49 = 100)
Sales (1947-49 = 100)
Ratio: inventories to sales
e Estimated, r Revised.

New orders placed by the stores in August were 4 per-
cent greater than those placed during August 1960.
Orders placed by the stores and unfilled at the end of
August were 3 percent greater than those of a year
earlier.

Although the inventories-to-sales ratio does not ap-
pear to be excessive, it is 10 percent greater than the
average of its levels 6 months after the troughs of other
postwar recessions. Thus, as compared with their po-
sitions in preceding recoveries, department stores ap-
pear to have purchased more in anticipation of increased
sales during the recovery period than they had at cor-
responding points of time in the other postwar recoveries.

The ratio of inventories to sales suggests that strong
support for increased business activity cannot soon be
expected in the form of new orders placed by depart-
ment stores unless a marked increase in retail sales
occurs.

INDUSTRIAL PRODUCTION

FEDERAL RESERVE BOARD INDEXES

(Seasonally Adj usted:

Industry
INDUSTRIAL PRODUCTION—Total

Manufactures—Total
Durable
Nondurable

Mining
Utilities

p Preliminary.

1947-49 = 100)

1960
Aug.
165
163
169

162

129
292

1961
Jul.
170
169
174

167

129
311

Aug. p
171
170
776
768
130
310

Business
Mining and mfg.
Wholesale trade
Retail trade
Construction
Com. service

BUSINESS FAILURES: NUMBER AND LIABILITIES
BY TYPE OF BUSINESS
August 1960 and 1961

Number Liabilities*
August Percent August Percent

I960 1961 Change 1960 1961 Change
260 +14 33.1 26.2 - 2 1
164 +36 8.1 13.1 +61

+27 22.6 29.4 +30
+21 27.9 27.7 - 1
+ 1 5.9 6.4 + 7

228
121
621
217
128

789
262
129

All businesses 1,315
*In millions of dollars.

1,604 +22 97.6 102.7 + 5

RATIO OF RETAIL INVENTORIESflTO SALES

1919 '21 '23 '25 '27 '29 '31 33 '35 '37 '39 '41 '4 3 '45 '47 '49 '51 '53 '55 '57 '59 '61
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