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Statistical Indicators of Business-Cycle Changes
Among the primary leading indicators, recent data

warranted only a few minor and largely offsetting
^classifications, and the group percentage expanding
remained at 17. Recent increases in contracts and
orders for plant and equipment raised doubt that this
series still is contracting cyclically, but a large decrease
in price per unit of labor cost during September to
the lowest level in more than 12 years indicated that
this series is contracting cyclically. The moving average
of common stock prices has increased for 3 con-
secutive months, and such a development has involved
a cyclical expansion of this series on two-thirds of
previous occasions. This series and housing permits are
the only primary leaders that appear to be expanding
cyclically. Four other primary leaders have increased
irregularly from recent troughs, but the durations of
these increases have not been sufficient for concluding
that these series are expanding cyclically. Such a

THE STATISTICAL INDICATORS
Direction of Change MCD Apparent

Moving Cyclical
Leading July Aug. Sep. Oct. Average Status

Average workweek, mf g. + — — — —
Initial Claims* + — — — —
Net business formation — — — —
New orders, durable goods + — — — ?
Contracts & orders, p. & e. + — + + —?
Housing permits — + + + +
Chg. in mf g. & trade invs. + — + ?
Ind. materials prices — — — —
Stock prices + + + + + +?
Corp. profits after taxes — —
Price/unit labor cost + — — + —
Chg. in cons, instaj. debt + — + —

Percent expanding cyclically

Roughly Coincident
Employment nonagr. estabs. — — — —
Total unemployment rate* — — — —
GNP in constant dollars + + + +
Industrial production + — — —
Personal income + + + +
Mfg. & trade sales + — +
Retail sales + — + +

Percent expanding cyclically

Lagging
Unempl. rate, 15+ weeks* — nc — —
Plant & equip, expends. +a +a +a +a +
Mfg. & trade inventories + + +
Labor cost/unit of output + + + +
Com'l & industrial loans + + + +
Bank rates, business loans - - - -

Percent expanding cyclically

a Anticipated, nc No change, e Estimated. * Inverted.
Plus and minus signs indicate, respectively, increases or decreases

in monthly, quarterly, or moving average data and expansions or
contractions of the cyclical status of each series as currently
appraised. Blank spaces indicate data not yet available; question
marks indicate douotful or indeterminate statuses of series. MCD is
the shortest-period moving average for which the average trend-cycle
change exceeds the average change in the irregular component.
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conclusion still would involve cyclical expansion of
only half of the primary leaders as of September.

Among the primary roughly coincident indicators,
recent data confirmed previous appraisals, and the group
percentage expanding remained at 57. Four series largely
reflecting trade and income are expanding cyclically, but
three series reflecting production and employment still
were contracting cyclically through September. Cyclical
expansion of only a slim majority of the primary
coincident series did not reflect vigorous expansion of
general business activity through that month.

Among the primary lagging indicators, recent data also
confirmed previous appraisals of cyclical statuses, and the
percentage of this group expanding remained at 67.

Apparent cyclical expansion of only two of the twelve
primary leading indicators through September does not
support expectations that general business activity soon
will begin to expand cyclically.
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BOUGHLY COINCIDENT INDICATORS
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The charts above show monthly or quarterly changes in the
indicators since 1954. Periods of cyclical contraction, identified
by the National Bureau of Economic Research as having occurred
in 1957-58 and 1960-61, are shown by the shaded areas.

Economic Implications of the Election Results
Until about four decades ago, analysis of national

election returns was not an essential ingredient of useful
economic analysis. Since the depression years of the
1930's, however, officials of the Federal Government
increasingly have assumed responsibility for managing the
Nation's economy. Today, assessing the probable eco-
nomic consequences of a contemplated legislative act or
administrative directive has become a principal aspect of
the decision-making process both on Capitol Hill and in
the White House.

Because of this increased Government involvement with
economic affairs, voters now expect their elected officials
to maintain a steadily expanding economy with good-
paying jobs for all and hardship for none. Failure to do
so has proved on several past occasions to be sufficient
cause for the voters to "throw the incompetents out."

The extent to which economic considerations now guide
the direction of party politics was clearly demonstrated in
the recently concluded election campaign. Almost without
exception the Democratic candidates attempted to focus
voter attention on what they alleged to be President
Nixon's mismanagement of the economy during the time
since he assumed office. In response, the President and
most of his party's candidates as well as others that sought
his support attempted to divert voter attention from the
economic issues toward those where the Administration
could claim greater success.
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For those concerned with appraising probable future
economic developments the question now is, What effect,
if any, will the 1970 elections have on future efforts of
the Federal Government to influence those developments?

Because the balance of power between the two major
parties in the House of Representatives was changed little
by the election, presumably there will be no marked
change in the attitude of that branch of the legislature
from what it has been during the past two years.

Although changes in the Senate membership were not
numerous and the Democrats still are in the majority,
apparently the President may be able to obtain the votes
of three or four more senators than he usually could
count on to support his economic proposals in the
present Senate. Even such a small shirt in votes could
mean the difference between winning and losing Senate
approval for closely contested proposals that may be
presented by Mr. Nixon during the coming 2 years.

However, we should guess that more important than
these small changes in the membership of Congress will be
the political maneuvering of all concerned in anticipation
of the 1972 elections, in spite of the fact that those
elections still are 2 years away.

We assume that Mr. Nixon intends to run and hopes to
be re-elected in 1972. Twice in his political career, once
in 1960 and again in 1970, he has been confronted with
the problems associated with soliciting votes as a member
of the incumbent Administration at a time when
economic activity was at less than peak levels. As was
demonstrated on each of those occasions, other assets
cannot readily be used to offset liabilities attributable to
the "economic issues."

Early this year the President announced that the
objective of the Administration's economic "game plan"
had been changed from fighting "inflation" to fighting
recession. More recently, Administration spokesmen have
indicated that a substantial deficit in the budget for the
current fiscal year is to be expected and that such deficits
are desirable when the economy is not operating at
so-called optimum capacity. Within the past few weeks
these officials have hinted that Federal spending during
the fiscal year that begins next July 1 and ends June 30,
1972, about 4 months before the 1972 elections, will be
$25 billion to $30 billion more than the amount
budgeted for the current fiscal period. Thus, Administra-
tion officials apparently will attempt to stimulate
economic activity by increasing Federal spending, ac-
cepting budget deficits, and encouraging the monetary
authorities to follow "easy money" policies.

Because such efforts to stimulate economic activity
have been preferred by most members of Congress,
regardless of party affiliation, during most of the past
four decades, the small number of changes in the House
and Senate memberships resulting from the recent
election do not suggest that the President will encounter
serious congressional opposition to programs involving
enlarged Federal spending.

The President's problem during the next 2 years
apparently will not be opposition in Congress to more
spending but rather the need to hold Congress' penchant
for lavish spending in check in order to avoid huge budget
deficits, uncontrollable inflating, and a possible flight
from the dollar at home and abroad.

DEMAND
RETAIL SALES

Estimates of retail sales for the most recent week and 4
weeks compare with such sales during the corresponding



periods a year earlier as follows:
Period

Week ended November 31
Four weeks ended November 31

Percent Change
+ 1
+ 2

SUPPLY
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
corresponding periods of earlier years was as follows:

1929 1932 1957 1961 1969 1970
Steel

Ingots, etc.—million tons
1 week: October 31 1.10 0.30 2.04 2.06 2.81 2.45
4 weeks: October 31 4.46 1.20 8.27 8.27 11.13 9.69

Automobiles
Vehicles—thousands

1 week: October 31 54 7 125 159 188 89p
4 weeks: October 31 249 29 345 501 743 354p

Electric Power
Kilowatt-hours-billions

1.8 1.5 11.9 15.3 27.0 27.8
7.2 6.1 47.0 60.6 107.5 110.7

1 week: October 31
4 weeks: October 31

Lumber
Board feet—billions

1 week: October 24
4 weeks: October 24

p Preliminary.

0.68

2.74

0.20
0.81

0.69
2.76

0.67
2.67

0.67

2.97
0.59
2.34

PRICES
COMMODITIES AT WHOLESALE

Our index of wholesale prices remained unchanged
during October at 308 (converted to the 1913 base and
rounded to the nearest whole number). The preliminary
October index of the Bureau of Labor Statistics was
117.7 (1957-59=100), which was 0.1 percent less than the
upward revised September index but 3.2 percent more
than the index for October 1969. This small monthly
decrease followed a revised 0.5-percent increase during
September and a 0.4-percent decrease during August. The
August decrease was the first since mid-1968.

Among the component groups of the index, prices of
industrial commodities increased 0.7 percent during
October to a level 3.9 percent more than those during
October 1969. Wholesale prices of farm products
decreased 3.8 percent during October, in contrast with a
3.3-percent increase during September. The October level
of farm product prices was 0.3 percent less than that
during October last year. Prices of processed foods and
feeds decreased 1.0 percent during October to 2.7 percent
more than those during October 1969.

The mid-October index of 13 industrial raw materials
prices, which is a leading indicator of business-cycle
changes, was 1.3 percent less than it was in mid-
September and 5.7 percent less than that a year earlier.
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The weekly index of spot market prices of 22
commodities in mid-October was, respectively, 1.3 percent
and 3.0 percent less than that a month and a year earlier.
The Dow-Jones index of commodities futures at the end
of October was 1.0 percent more than that a month
earlier and 1.2 percent more than that at the end of
October 1969.

Of particular significance was the 0.7-percent increase in
industrial commodities prices during October. This was the
largest monthly increase in this index in more than 14
years. A Bureau of Labor Statistics spokesman attributed
60 percent of this increase to the increase in prices of
1971-rnodel motor vehicles that became effective during
October. Also, as with earlier increases in industrial prices,
price increases in fuels, especially bituminous coal, and in
electric power were a major factor in the October increase.

Previously announced price increases to be effective in
November, for example, by the Continental and the
American Can companies, will tend to increase the index
of industrial commodities prices in November. However,
reduced demand for steel and copper will be a restraining
or depressing influence on prices of these products. We
remind readers that official data on wholesale prices
reflect prices asked by sellers, not prices paid by buyers
(see Research Reports for August 24). The official index
of wholesale prices has tended to overstate prices paid by
buyers during past contractions of business activity.

The substantial decrease in prices of farm products
during October was attributed to large decreases in prices
of eggs, fresh and dried vegetables, hogs, grains, and live
poultry and to small decreases in prices of a number of
other products. These decreases were partly offset by
increases in wholesale prices of fresh fruit, oil seeds, and
fluid milk. Three-fourths of the decrease in prices of
processed foods and feeds during October was attributed
to decreases in wholesale prices of many types of meats.

The cyclical contraction in the index of 13 industrial
raw materials prices that began during March continued
during October. As long as this index continues to
contract, sustained large increases in prices of industrial
commodities seem improbable.

Latest Indexes
1969

Index Oct. 26
Spot-market, 22 commodities* 295
Commodity-futures 299
Steel-scrap $33.17
*For the preceding Tuesday.
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.

1970
Oct. 19 Oct. 26

288 290
303 308

$39.83 $37.88
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BUSINESS
MANUFACTURERS' ORDERS,
SALES, AND INVENTORIES

Note: All data are seasonally adjusted.

New orders received by manufacturers during Septem-
ber were 1.4 percent less than those received during
August and 2.6 percent less than those received during
September 1969. New orders for durable goods were 3
percent less than those during the preceding month and
7.4 percent less than those during the corresponding
month last year. New orders for nondurable goods were
0.5 percent more and 3.6 percent more, respectively, than
those a month and a year earlier.

Unfilled orders of manufacturers at the end of
September were 1.1 percent less than those a month
earlier and 8 percent less than those at the end of
September 1969. Unfilled orders for durable goods
account for about 96 percent of total unfilled orders.

Sales (shipments) by manufacturers during September
were 1 percent less than those during August and 0.9
percent less than those during September 1969. Sales
of durable goods were 2 percent less than those
during the preceding month and 4 percent less than
those during the year-earlier month. Sales of non-
durable goods were 0.1 percent more and 3.1
percent more, respectively, than those a month and a
year earlier.

Inventories of manufacturers at the end of Sep-
tember were 0.1 percent more than those a month
earlier and 4.6 percent more than those a year
earlier. Inventories of durable goods manufacturers
were relatively unchanged during the month but were
5 percent more than those a year earlier. Inventories
of nondurable goods manufacturers increased 0.4
percent during September to an amount 3.7 percent
more than that a year earlier.

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

All goods
Durable {
Nondural

r Revised, p

roods
3le goods
Preliminary.

1969
Sept.

1.66
1.95
1.30

Aug.

1.74r
2.09r
1.31r

1970
Sept. p

1.76
2.13
1.31

The decrease in both manufacturer's sales and new
orders during September was attributable entirely to the
automobile strike, according to the Department of
Commerce. Such sales of other than motor vehicles and
parts increased 0.8 percent, and such new orders exclusive
of automotive products increased 0.1 percent. With
reference to the latter, a Government spokesman said that
"a rise that small is still pretty disturbing when we're
looking for the economy to begin showing some real
strength."

Substantial increases in total sales and new orders of
durable goods manufacturers that began last spring did
not continue late in the summer. Such sales and orders
decreased during August and, apparently as a result of the
automobile strike, they decreased more rapidly during
September. Inventories of such manufacturers were little
more at the end of September than they were at the end
of July. These developments are similar to those during
1967, when an automobile strike occurred from Septem-
ber 7 until November 16.

During the fourth quarter of 1967, durable goods
manufacturers' sales, new orders, and inventories all
increased substantially. A similar development during
the current quarter would warrant optimism about the
future trend of durable goods manufacturing activity.
However, data that will reveal whether or not such a
development has occurred will not become available
for several months.

Not all of the marked decrease in durable goods
production during September was attributable to the
automobile strike, and nonautomotive durable goods
production continued to contract cyclically through
that month. An early reversal of this trend is not
indicated by recent data on sales, new orders, and
inventories.
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