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Selected measures of economic activity 1:::1 
~ 
I .... 

f\) 

1967 
. 

1968 ; 1969 
. 0 

Item . Unit ; : : Year 

III 
: 

IV : I 
: 

II 
: III : IV : I 1/ : 1968 - : 

Gross national product : Bil. dol. : 795·3 8ll.O 831.2 852.9 871.0 887.4 903.4 860.6 
Disposable personal income : Bil. dol. : 550.0 559.6 574.4 586.3 592-7 602.4 6o8.6, 589.0 
Personal consumption expenditures : Bil. dol. : 495·5 502.2 519.4 5]·9 

541.1 546.8 558.4 533.8 
Food spending {excluding : : 
alcoholic beverages) : Bil. dol. : 94.7 96.2 98.6 10 .o 102.2 103.1 105-5 10i.2 

Implicit price deflator for GNP : 1958=100 : 117.7 ll8.9 120.0 121.2 122.3 123.5 124.8 12l.8 
Unemployment rate ~/ : Percent : 3·9 3-9 3.6 3.6 3.6 3.4 3-3 3.6 

Cash receipts from farm 
marketings : Bil. dol. : 43.0 42.7 43.2 44.0 44.9 44.3 45.0 44.1 

f\) 
Farm production expenses : Bil. dol. : 35.0 35.0 35-4 35·9 36.2 36-3 37.0 35-9 
Realized net farm income : Bil. dol. : 14.2 13.9 14.4 14.8' 15.4 14.8 14.8 14.9 

Agricultural exports 3/ : Bil. dol. : 1.4 1.8 1.6 1.5 1.4 1.7 ·9 6.2 
Agricultural imports}/ : Bil. dol. : 1.1 1.1 1.2 1.3 1.3 1.2 1.0 5.0 . . . . 
Prices received by farmers ~/ :1910-14:;::100: 255 252 256 259 263 262 267 260 

Livestock : do. : 284 273 280 283 295 293 303 288 
Crops : do. . 220 228 229 232 226 225 225 228 . 

Prices paid by farmers ~/ 2) : do. : 343 344 348 354 355 359 366 354 
Wholesale price index, all : : 

commodities 4/ :1957-59:;::100: 1o6.3 106.4 107.8 lo8.5 109.0 109.5 lll.2 lo8.7 
Consumer price index, all items ~/ : do. : ll6.8 ll7.8 ll9.0 120.4 121.9 123-3 124.8 121.2 

All food . do. : 116.2 115.8 ll7.4 ll8.7 120.3 120.9 122.1 119.3 . . . 
y Preliminary. y Unemployment ~s a percent. of the ci Yilian labor force. ]../ Actual values, not seasonally ~ 

adjusted annual rates. !!:) Not seasonally adjusted. 2) Including interest, taxes, and -wage rates. '""' 
\0 

Departments of Agriculture, Commerce, and Labor. $ 
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SUMMARY* 

Farm product prices and market re
ceipts in 1969 are being buoyed by strong 
consumer dew.nd and general price pres
sures. Although beef production in the 
first quarter was up less than expected, 
supplies are running larger for red meats, 
broilers, fruits, and vegetables compared 
with a year earlier. In addition, stocks 
of food grains and soybeans are up sharp• 
ly. But supplies of milk, eggs, and tur
keys continue below a year ago. Farm 
product prices so far this year have aver
aged 4% higher. Prices for livestock and 
livestock products averaged nearly 9% 
higher; crop prices were down 2%. 

Higher average farm product prices 
and a slightly larger volume of farm mar
ketings are contributing to a substantial 
increase in cash receipts this year. How
ever, accele~ted increases in prices paid 
by farmers led to a big first quarter jump 
in farm production expenses. As a result, 
first quarter realized net income held at 
the fourth quarter 1968 rate of $14.8 bil
lion (seasonally adjusted annual rates). 
This was still more than $400 million 
above the rate for the first quarter 1968. 

The agricultural outlook for the 
rest of 1969 points to larger supplies of 
livestock products and crops. However, 
because of a strong domestic demand situ
ation, average farm product prices will 
probably be fairly well maintained and 

cash receipts are expected to show a mod
erate increase fo~ the year. In ad~ition, 
direct Government payments are also ex
pected to be up slightly. However, the 
gain in realized gross farm income may be 
absorbed by rapidly expanding farm produc
tion expenses, leaving net farm income for 
the year around the $14.9 billion realized 
in 1968. 

REALIZED NET FARM INCOME* 
Ill. 

16 ... 

Realized V\ /t'/(1~ (Excluding hwentory change) 

~ 
14 

_, 
v 12 

10 
~ 

1959 1961 1963 1965 1967 1969° 1971 

The general economy continues to 
show strength coupled with inflationary 

*The SuJ1Jillary of this report was released 
on Mr2y 9, 1969. 
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pressures. Employment, output, and per
sonal incomes advanced substantially in the 
first quarter. But the rise in gross na
tional product in this period laeged the 
sizable quarterly increases of 1968, par
tially as a result of fiscal and monetary 
measures designed to slow the rapid expan
sion in demand. 

A strong but some1mat slower demand 
expansion is expected for the rest of the 
year with some moderating of price ad
vances. The Federal Government, barring 
an emergency, plans to continue limiting 
purchases of goods and services while at 
the same time it is increasing its tax 
revenues. If the surtax is extended, the 
7% investment tax credit is repealed, and 
proposed defense and vrelfare program ex
penditures are reduced, there should be a 
surplus in the Federal accounts in fiRcal 
year 1970. However, State and local 
Government expenditures are expected to 
continue their steady upward trend. 

Nonresidential fixed investment in 
the flrst quarter made one of the largest 
advances ever recorded. Moreover, busi
nessmen, encouraged by 1968 profits and a 
favorable long-term outlook, raised their 
spending plans for the entire year. More 
recently, however, these plans may have 
been tempered by ri.sing construction and 
credit costs. 

Residential construction r~.de slight 
gains in the past quarter despite a tight 
a.nd expensive mortgage market. But 
housing starts declined on a seasonally 
adjusted basis in February and March. 
Whether the pent-up demand for J.iving 
space can continue to compete for funds 
in the near future is a moot question. 
Tight mortgage terms may continue to 
limit new housing starts. 

Increased consumer expenditures 
provided the main source of expansion in 
the first quarter, despite a slowing in 
disposable personal income gains. Con
sumer buying is expected to continue to 
be a source of strength throughout the 
year. 

Demand for food was very strong in 
the first quarter as retail food expendi-

SELECTED CONSUMER PRICES 
% OF 1957-59--y---,.--------,------,---, 

150 1---+----t----+----t----J 

1966 1967 1968 1969 1970 

tures (excluding alcoholic beverages) 
climbed to a $105.5 billion rate. About 
half of the rise in outlays for food was 
due to higher retail food prices. Food 
prices at grocery stores were up ~% in 
the first quarter from a year earlier, 
while restaurant prices were ~ higher. 
Retail food prices will continue above 
1968 levels throughout the year. For all 
of 1969, retail food prices are expected 
to show a somewhat smaller increase than 
the 3~ advance in 1968. Prices at 
grocerJ stores may be up about ~; those 
e.t restaurants 4 to 5% higher. These 
rates compare with la!t year's gains of 
3 and 5%, respectively. 

Our international trade situation 
will probably hinge upon an improved com
petitive position resulting from a slowing 
in domestic price advances. The recent 
dock strikes apparently limited exports 
more than imports, lowering our net trade 
ba.lance in the first quarter. 

Export markets for U.S. farm prod
ucts have been disappointing this fiscal 
year because of large T,rorld supplies and 
the prolonged longshoremen's strike vrhich 
r,.ms only recently settled. However, do
mestic markets for most farm products a.re 
expanding this year. 

The outlook for major co~nodities ••• 

••• Beef production was up 2% in the 
first quarter, and is expected to continue 
larger iri 1969 due to prospects for la.rger 
marketings of fed cattle. Prices are 

- 4 -



DPS-120 

currently well above a year ago and are 
expected to continue higher in coming 
months. 

FED CATTLE MARKETINGS, BY QUARTERS 

5.6 

8 f----~~--~~--+-1 

41---~ 

0 +----i-\-1-

-4~~~-L~~~L~-L~-L~-LJ-~~~ 

1964 1965 1966 1967· 1968 1969 
HfO. !Ill 'UO• U t Sj IO:O!<OIIIIt IIUI-.IICII UIIVICI 

• , .Pork procluction is running about 
5% )_ar.ger this year, and current indica
tors suggest this increase over 1968 
levels will continue. Producer prices in 
April averaged about $1 per 100 pounds 
above a year ago, but in the second half 
they may avera.ge close to a year earlier 
if further increasr:s in cupplicE of pork 
and ~:ompeting meats materiJ-llize. 

••• Broiler production exceeded year
earlier output by around 7'{o in early 1969. 
Prospects point to an even larger gain 
this spring. Prices averaged higher than 
a year earlier during January-March but 
may be under some presfmre later in the 
year. 

. • • _'I'u.rk~~l prod.ur: I; l on h; eur.r.·enL1y 
below 1968 lr.~vcl:>,_ buf; eold stor:-1.gc :-;r.oeks 
a·re rel: d. 'i. v·c•l y l ''· rgr.' o P·rh:e:~n ·..re r.e up a 
1;r~nl.h In the~ r i r·:J-t; •tuart.e·r: but; i.n the 
ne1~ond. hL;.l.f ttley llkely wtLI fl.V'r:;ruge clor,e 
to :). year ea.rlicr, if pr·c•rlu1:er:; earry out 
pl A.n:> t;o exr~:wd. outpu 1-. by 'Jf, clu.r.l.ng the 
mn.ln marketing w::a~;on. 

••• ~production is expected to 
continue to lag year-earlier rates until 
late this year. Prices averaged nearly a 
third above a year earlier in the first 
quarter, and they are expected to con
tinue above 1968 levels until around mid
summer. 

••• Milk output bas averaged about 
ltfo lower this year. Hovrever, declines 
from a year ago are expected to narrow 
in coming months. Producer prices will 
probably continue above a year earlier. 

••• Sharply expanding domestic 
demand for feed grains is more than off
setting sma'Ile"r exports. Carryover 
stocks are expected to be lower. Pro
spective plantings indicate the 1969 crop 
may total a little above the 168 million 
tons in 1968. Coupled with stocks, sup
plies vrould change little from 1968/69. 

CORN ACREAGE, PRODUCTION, AND PRICES 
IlL. IU. 

1959 
lUI I'IIILI.IIU·III", *nu CIIOI' 1'111(1 fltf•AJIO OH l.tlll 01' OlrCIIIIIIII UU IHII!C.tf/0>11. 
IIJ' 1'110/IIUCTJQJI •URI .&(111.&01 1'10• ll.tiCH I I'IIOII'IC11YI I'L.OHJIIICI llfi'OIIf. 

• •• Disappearance of wheat during 
1968/69 is running below a-year earlier, 
due to sharply reduced exports. Although 
domestic use is up, stocks have risen 
substantially. A 1969 wheat crop of 1.4 
billion bushels is in prospect, about 8% 
below last yea.r' s crop. However, with a 
larger carryover, total supplies are 
ex~ected to be up in 1969/70 • 

••• Domestic use and exports of soy
beans are expanding slightly in 1968~ 
But the increase is not enough to offset 
substantially larger supplies, and carry
over is expected to be up sharply. Pro
spective plantings point to a 1969 soy
bean crop of 1.1 billion bushels, about 
the same as last year's crop. But with 
a bigger carryover, total supplies in 
1969/70 would be substantially larger. 

••• Disappearance of cotton has been 
down in 1968/69 due to reductions in do
mestic consumption and exports. ·But 
total use will probably be only a little 

- 5 -



DPS-120 

below the 1968 crop,.and carryover next 
August may change little from last year's 
~-million bales. Planting intentions 
indicate fl.bout 12 million acres will be 
put in cotton in 1969, about 1.1 million 
more than were planted in 1968. 

.,.Fresh and.processed fruit sup
plies are considerably larger this season 
and prices are generally lower. The sea-

~Yl969 

son's citrus crop is up more than a third; 
processed noncitrus inventories are heavy. 

••• Fresh vegetable supplies this 
spring are about as large as last year. 
Prices are expected to continue slightly 
under the high 1968 levels. Stocks of 
processed vegetables are up substantially 
and prices will probably continue lower 
until the new season begins. 

FOOD AND FARM PRODUCT PRICES 
" OF 1957-59 

120 

115 

110 

105 
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100 

95 
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*aUI!EAU 0~ LA lOll STATISTICS DATA. OALL ~A liM COMMODITIES IIHCLUOIHt; HOH,.OOOSI. 

U.S. DEPAI!TMEHT OF AGI!ICULTURE NEG. E RS 4257-69 ( 5) ECONOMIC RESEARCH SERVICE 
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AGRICULTURAL SITUATION 

Prices of farm products and market 
receipts are being buoyed by strong con
sumer demand and advancing price pres
sures throughout the economy. Although 
beef production •Has up less than ex
pected in the first quarter, supplies are 
running larger for red meats, broilers, 
fruits, ~.nd vegetables compared with a 
year earlier. In addition, stocks of 
food grains and soybeans are larger. But 
supplies of milk, eggs, and turkeys con
tinue below a year earlier. So far this 
year, prices received by farmers averaged 
4% above 1968'levels, and cash receipts 
were up &{o. 

Most of the de~nd strength has 
been in the livestock sector where pro
ducer prices in the first 4 months of 
this year climbed 9% above a year ear
lier. Livestock prices were higher than 
expected because the increase in beef 
supplies was smaller than anticipated. 
In addition, output of veal, lamb,. eggs, 
and milk was reduced. Support prices for 
milk, above a year earlier in the first 
quarter, also contributed to strength in 
livestock product prices. Crop prices, 
however, have been under downward pres
sure; they have averaged 2% below a year 
earlier so far this year. Domestic use 
of grains and soybeans in 1968/69 has 
expanded, but consumption of cotton and 
tobacco has lagged. In addition, export 
markets for grains and cotton have been 
depressed. Although shipments of farm 
products abroad picked up in March after 
settlement of the longshoremen's strike, 
the near-term export outlook is still 
not promising in view of large world 
supplies, particularly of grains. 

Domestic Demand 

Growing domestic markets continue 
to be the primary source of demand ex
pansion for farm products. Favorable 
livestock-feed price relationships have 
encouraged increased feeding of feed 
grains, wheat, and oilmeals during 

1968/69. Current prospects are also fa
vorable for expanded domestic use of raw 
wool during 1969. Domestic consumption 
of cotton, however, has again eased 
lower, because of intense competition 
from man-made fibers. On the tobacco 
scene, U.S. smokers consumed slightly 
fewer cigarettes in 1968, and rising 
prices and smoking-health publicity are 
expected to limit any increase for this 
year. 

Domestic demand for food was very 
strong in the first quarter. Retail food 
expenditures (excluding alcoholic bever
ages) climbed to a $105.5 billion rate, and 
averaged nearly 7% above the same period 
in 1968. Although after-tax incomes were 
up only about &fo from a year earlier, con
sumers continued to increase spending for 
food and other goods and services by low
ering their current savings. About half 
of the first quarter rise in outlays for 
food represented higher retail food prices. 

Expenditures for food are expected 
to continue upward, but increases this 
year will probably moderate as monetary 
and fiscal actions temper further gains in 
consumers• disposable income. 

Retail food prices rose 1% from the 
fourth to the first quarter. Compared 
with a year earlier, they were up 4%. 
Food prices at grocery stores were up 3~~ 
while restaurant prices were around ~ 
above a year earlier. 

Food supplies in general are ex
pected to continue larger than a year ear
lier throughout 1969. Among the major 
foods, larger per capita consumption is 
likely for pork, beef, chicken, citrus 
fruit, and vegetables. Consumption of 
fats and oils and cereal and bakery prod
ucts may about match 1968 levels, while 
declines are indicated for milk, veal, 
and lamb. Retail food prices will prob
ably average higher in 1969 despite expec
tations for some increase in food sup-
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plies. For all of 1969, retail food 
prices are expected to show a somewhat 
smaller jncrease than the 3# advance in 
1968. Prices at grocery stores m.a.y run 
about ~}% higher; those at restaurants 
4 to 5% higher. 

International Trade 

The U.S. agricultural export sit
uation has been disappointing this sea
son. lvlovement of farm corrnnodities abroad 
during July-March 1968/69 totaled $4 bil
lion, 16% below the year-earlier level 
(see t&ble). The reduction was partly due 
to the longshoremen's strike which was 
recently settled. Also, large well
distributed world grain supplies have in
creased competition in world markets and 
sharply reduced the re~uirement for u.s. 
food aid shipments to India and Pakistan. 
!'1oreover, foreign supplies of cotton are 
increasing in relation to utilization, 
and as a result, U.S. cotton exports are 
lower in 1968/69. 

U.S agricultural exports, value 
of major commodities 

Conunodity 

July-March • Per-
• • :centage 
: 1967- : 1968- : change 
. 1968 :1969 JJ: gj . . 

Mil. dol. Pet. 
Animals and animal : 
products 455 

350 
506 
200 

11 
-43 Cotton 

Feed grains, 
excl. products 

Fruits 
Soybeans 
Tobacco, urunfg. 
Vegetables 
Wheat and flour 
Rice 
Other 

Total exports 

J} Preliminary. 

811 
220 
580 
385 
120 

1,009 
235 
663 

4,828 

574 
214 
591 
365 
123 
617 
192 
661 

4,043 

-29 
-3 

2 
-5 

2 
-39 
-18 

0 

-16 

?J. Change computed from unrounded data. 

Although most of the drop in ex
ports vms due to sharply reduced ship-

ments of wheat, cotton, and feed grains, 
most other major corrnnodities also declined, 
Notable exceptions were animal products, 
vegetables, and soybeans. 

During the April-June ~uarter, ex
ports are expected to show some improve
ment following settlement of the long
shoremen's strike which JBsted several 
months. However, complete recovery of the 
sharp losses already incurred during this 
fiscal year is unlikely. For the year as 
a whole, exports of animal products, vege
tables, and soybeans will likely total 
larger, but substantial declines in value 
are likely for the grains and cotton, with 
little change for tobacco. 

Imports of agricultural commodities, 
less affected than exports by port clos
ings, continue to outpace those of a year 
earlier. Despite a sharp drop from a year 
ago during January-March, imports so far 
this fiscal year (1968/69) totaled $3.6 
billion, 6% larger than in the same period 
last year. This increase reflects a 
strong upsurge during July-December 1968. 
Most increases in imports have been in the 
competitive or partially competitive goods 
such as live cattle, beef, cheese, sugar, 
wine, f~~its, and vegetables. Noncompet
itive items have shown only a slight rise 
as increases for bananas, rubber, hard 
fibers, s~ices, drugs, and oils have been 
nearly offset by cutbacks for coffee. 

Livestock Production and Prices 

Output of livestock and products in 
the first ~uarter continued slightly ahe~d 
of the year~earlier level. Although most 
production costs have been rising rapidly 
in the past few years, feed prices have 
risen only moderately. But prices for 
livestock products have advanced sharply. 
As a result, livectoclv-feed price rela
tionships have become more favorable, en
couraging producers to expand output. 
During January-March, increases in pro
duction of pork, beef, and broilers were 
large enough to slightly more than offset 
cutbacks in output of lamb, veal, milk, 
eggs, and turkey. But prices of livestock 
products held up very well even though 
total supplies \vere slightly larger. 

- 8 -
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Recent widespread strength in livestock 
product prices reflects very strong con
sumer demand, rather general inflationary 
pressures, and smaller than expected in
creases in production. 

Production of red meats was 3% larger 
in January-March than a year earlier. A 
5% increase in pork production and a 2% 
rise in beef output more than offset de
clines for lamb and veal. Recent feeder 
and producer reports indicate further 
gains in output of red meats are likely 
this year. Cattle feeders plan to market 
about ff/o more fed cattle during April
June than they did last year. And, the 
number of cattle currently on feed indi
cates marketings will probably continue 

moderately above last ye?-r through summer. 
In addition, pork production will probably 
continue above last year because of the 
larger number of hogs now on hand combined 
with recent increases in pig crops and 
breeders' intentions to expand farro\nngs. 
The downtrend in output of veal and lamb, 
however, is expected to continue through 
the rest of the year. 

Even though supplies of total red 
meats are expected to run larger in coming 
months, recent market strength and demand 
prospects suggest beef and pork prices 
•rill probably average \vell above a year 
earlier at least through midyear. After 
that, beef prices will likely continue 
stronger than a year earlier if production 

Table L--Production and prices received by farmers for major 
livestock and livestock products, 1966, 1967, 1968, and 

first quarters of 1968 and 1969 

Annual First quarter 
Item Unit 

1966 1967 : 1968 y : 1968 y : 1969 y . . . 
Production gj 

Cattle and calves Mil. lb. 20,636 21,011 21,610 i/5,224 i/5,313 
Hogs Mil. lb. 11,339 12,581 13,063 i/3,197 i/3,353 
Sheep and lambs Mil. lb. 650 646 6o2 i/153 i/142 
Chickens Mil. lb. 7,309 7,527 7,525) i/1 836 i/1,924 Turkeys Mil. lb. 1,685 1,883 1,615) ' 
Eggs Mil. lb. 8,698 9,163 9,070 2,324 2,223 
Milk Bil. lb. 119.9 118.8 !!/117 .3 !!}28. 9 !!/28.2 

Etices receiv~g b~ farmers 

Cattle Dol./cwt. 22.20 22.30 23.40 22.70 24.30 
Hogs Dol./cwt. 22.80 18.90 18.6o 18.4o 19.4o 
Iambs Dol./cwt. 23.4o 22.10 24.40 23.40 26.30 
Chickens Ct./lb. 14.7 12.7 13.6 13.5 14.2 
'fur keys Ct./lb. 23.1 19.6 20.5 18.2 19.9 
Eggs Ct./doz. 39.1 31.2 34.0 30.9 4o.4 
All milk (wholesale) Dol./cwt. 4.81 5.01 5.25 5.17 5.44 

y Preliminary. gj Data for 50 States except where noted. Carcass weight produc-
tion for red meats; ready-to-cook for poultry, and shell-weight for eggs. 
48 States. Connnercial slaughter only. !!} Based on monthly data. 

i/ Data for 
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Table 2.--Supply-distribution and season average prices of selected major tD 

I 
crops, 1965/66, 1966/67, 1967/68, and 1968/69 ~ 

0 

. Beginning : I rt : Produc- : Total : Domestic : Exports : Total Ending Season 
Unit : : average stocks : mpo s : tion : supply : use : : use : stocks ; price l:_f : : : : : : : 

: : 
Feed grains 

1965/66 : Mil. tons : 54.8 0.3 157.4 212.5 141.3 29.1 170.4 42.1 2/1.16 
1966/67 : Mil. tons : 42.1 ·3 157.6 200.0 140.9 22.0 162.9 37.1 2/1.24 
1967/68 P• : Mil. tons : 37.1 .3 176.0 213.4 142.2 23-3 165.5 47.9 2/l.o4 
1968/69 e. : Mil. tons : 47.9 ·3 168.1 216.3 148.3 20.0 168.3 48.0 :g/1.05 

: : 
Wheat 

: : 
1965/66 : Mil. bu. : 817.3 ·9 1,315.6 2,133.8 731-2 867.4 1;598.6 535.2 1.35 
1966/67 : Mil. bu. : 535.2 1.7 1,311. 7 1,848.6 679-3 744.3 1,423.6 425.0 1.63 
1967/68 p. : Mil. bu. : 425.0 .9 1,522.4 1,948.3 649.7 761.1 1,410.8 537.5 1.39 
1968/69 e. : Mil. bu. : 537 1 1,570 2,lo8 (730-780) (600-625) (1,330-1,405) (703-778) 1.22 

I 
1--' Rice 0 

: : 
1965/66 : Mil. cwt. : 7.7 .7 76.3 84.7 J/.33.2 43.3 76.5 8.2 4.93 
1966/67 : Mil. cwt. : 8.2 4/ 85.1 93·3 3/33.2 51.6 84.8 8.5 4.95 
1967/68 p. : Mil. cwt. : 8.5 f; 89.4 97-9 l:/34.2 56.9 91.1 6.8 4.97 
1968/69 e. : Mil. cwt. : 6.8 _I 105.3 112.1 --- --- --- --- 5.00 

: : 
Soybeans 

: : 
1965/66 : Mil. bu. : 29.7 0 845.6 875-3 589.1 250.6 839-7 35.6 2.54 
1966/67 : Mil. bu. : 35.6 0 928.5 964.1 612.4 261.6 874.0 9Q.l 2.75 
1967/68 p. : Mil. bu. : 90.1 0 976.1 l,o66.2 633.0 266.6 899.6 166.6 2.49 
1968/69 e. : Mil. bu. : 166.6 0 1,079.7 1,246.3 646 285 931 315 2.42 

Cotton 2./ 
: : 

1965/66 : Mil. bales : 14.3 .1 14.8 29.3 9-5 2.9 12.4 16.9 28.14 
1966/67 : Mil. bales : 16.9 .1 9.6 26.8 9-5 4.7 14.2 12.5 20.84 
1967/68 p. : Mil. bales : 12.5 .1 7.2 19.9 9.0 4.2 13.2 6.5 25.60 
1968/69 e. : Mil. bales : 6.4 .1 10.9 17.5 8.2 2.7 11.0 6.6 25.30 

: : 
1/ Dollars per bushel, except cotton which is cents per pound. 2/ Price for corn. 3/ Include-s the-following statistical 

~ discrepancies; 1965/66, 2.3, 1966/67, l.3, and 1967/68, 0.6 mil. c.,;:"£, !::./Less than 50,000 cwt. 2_ 1 Total cotton supply in-
eludes city crop and production prior to August 1 (end of season). ~ 

P• Preliminary. e. Estimated. 0\ 
\0 

Details may not add to totals due to rounding. 
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gains ease sowmho.t as expected. But pork 
prices are expected to reflect lare;'=r :-;up
pliP-:1 of pork anrl other l!ornpeting meats 
H.nd thus may averne;e near year-eA.:r..lier 
levels. 

PER CAPITA CONSUMPTION Of 
SELECTED LIVESTOCK PRODUCTS 

"' oF 1uo-----,-----,----.------, 

1970 

MIO,IIII:I7r•HIJI ICOMOMIC:.IIOIC:MI( ... '"f 

Out~~t of poultry meat in the first 
<luarter was 5'/o JJ.J. rger than that of a year 
earlier. The increase reflected around a 
7'fo rise in production of broilers 'N'hich 
more t):'l.a.n offset a sizable cutback in out
of-season turkey production. Even though 
production of broilers increased, and red 
meat supplies were larger, strong consumer 
demand contributed to h% hie;her average 
prices for brqilers so far this year. 

Recent data. on hatC!hings and egg 
settings indlcate production of broilers 
during April-June w'ill exceed first 
quarter gains. For the rest of 1969, 
placements of broiler breeder chicks po1.nt 
to continued increases over a year ear
lier in the size of the hatchery supply 
flock. Production of turkeys will prob
ably lag year-earlier levels until around 
the main marketing cea.son (September
December) • Producers reported plans to 
increase the turkey crop by Y/o this year; 
raost of these birds 1nll move to market 
in the second ha]f. If these increases 
in supplies of poultry and red meat de
velop, and consumer income advances con
tinue to moderate, prices may average 
about the same as those of last year. 

January-March egg production fell 
4% below a year earlier. But the number 

of recent replA.cc.ment pullets added to 
laying flocks and thoce currently availa
ble indicate egg product ion may l'.l.t least 
match 1968 levels by late summer. Prices 
for eggs during JA.nuary-1'/fa.rch averaged 
nearly a third a.bove 19.68 levels. As pro
duction begins to increase late in the 
year, egg prices in late 1969 will prob
ably be close to 1968 levels. 

Milk production continued to trail 
last year's level during the first quarter. 
Total output vro.s down about l~ from last 
year as small gains in production per cow 
failed to offset declines in cow numbers. 
Much of the drop occurred in the North 
Central States where poor hay quality and 
unusually cold weather apparently limited 
output. Milk production in the second 
quarter vr.i.ll probably continue a shade be
low a year earlier, but perhaps by a 
smaller margin. Average wholesale milk 
prices to dairy farmers during January
March 'llere 5'/o above those of last year. 
Prices are expected to continue higher 
than e. year ago in coming months, but in
creases "'ill likely be smaller. 

U.S. wool production is droppin~ off 
again in 1969 because of the continued 
downtrend in sheep numbers. With some 
pickup in worldwide use of vTOol, prices to 
domestic wool growers averaged slightly 
higher this spring. Prices are expected 
to continue above a year earlier through
out most of 1969, due partly to expecta
tions for some expansion in U.S. demand 
fo~ apparel wool. 

Crop Supplies and Prices 

Supplies of most crops are larger 
than a year earlier. However, prices 
recently have averaged only slightly low
er, because of expanding domestic markets 
and support programs for major crops. 
With a gain in domestic use of grains and 
soybeans, and some recovery in exports 
following the dock strike, average grower 
prices for crops are likely to be fairly 
well maintained in coming months. 

Supplies of wheat and feed grains 
have been larger this year ber,•n.use of 
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bigger carryin stocks and large 1968 
crops. However, domestic use of feed 
grains has expanded sharply last fall 
and winter, offsetting a sharp drop in 
exports. Feeding of ,.,heat has increased 
significantly during 1968/69, but the 
rise was not large enough to offset sub
stantially reduced shipments abroad. As 
a result, stocks of wheat are up, while 
stocks of feed grains are a little less 
than those of last year (see table). Feed 
g:r·a.in prices in April averaged lJ'/o above 
the lows of last fall, a little more than 
seasonal for this period. Prices prob
ably will continue strong, averaging 
somewhat above a year earlier during l~y
September. Wheat prices, however, have 
been under pressure and are currently 
about 6% below a year earlier. 

Total use of soybeans (domestic and 
export) is running above that of last 
year, but big supplies are holding prices 
around the support level. Carryover 
stocks next September are expected to 

Grain and 
position 

TOTAL FEED 
GRAINS 

On farms JJ 
Off farms gj 

Total 

WHEAT 
On farms JJ 
Off farms gj 

Total 

SOYBEANS 
On farms JJ 
Off farms gj 

Total 

: Per-
: Apr. 1,: Apr. 1, :centage 
: 1968 : 1969 : change 

~1969/68 

Mil. tons Pet. 

80 76 -4 
37 39 5 

117 ll5 -1 

Mil. bu. Pet. 

362 462 28 
477 650 36 
840 1,112 32 

236 258 9 
301 449 49 
537 707 32 

JJ Estimates of the Crop Reporting 
Board. gj Including grain owned by 
Commodity Credit Corporation. 

exceed 300 million bushels compared with 
last year's 167 million bushels. 

Prospects for disappearance of 
cotton. have weakened in recent months. 
Total use will probably be only a little 
below the 1968 crop, and carryover stocks 
next August 1 may change little from last 
year's ~million bales. Cotton prices 
have steadied in recent weeks after trend
ing down from late 1967 highs. 

A fairly stable domestic and export 
market for tobacco may about maintain 
total disappearance this marketing year. 
Total use of tobacco in 1968/69 will prob
ably exceed the 1968 crop by about ~ bil
lion pounds. This would work down carry
over stocks to around 3.8 billion pounds, 
compared with last year's 4.1 billion. 

Supplies of most fruits and vege
tables have been plentiful this year and 
prices are averaging lower. This season's 
citrus crop is currently estimated 36% 
larger than last year's reduced output. 
Prices are expected to average lower at 
least into midsummer. Prices for most 
processed citrus items, however, are above 

· a year ago due to smaller carryin stocks 
and lower juice yields from new-crop 
oranges·. Storage holdings of processed 
noncitrus fruits, are considerably larger 
and 'vholesale prices have averaged slight
ly lower. According to current prospects, 
strawberry production will drop sharply 
this year and prices likely will average 
materially above last year. Supplies of 
fresh vegetables and potatoes this .spring 
are expected to about match last year's 
crops. As a result, prices for most fresh 
vegetables will probably run below last 
spring's near-record levels, except for 
fresh lettuce prices which are expected to 
average higher because of a sharply re
duced crop. Stocks of processed vege
tables are substantially larger so far 
this year and prices will likely continue 
lower until the new packing season begins. 
Potato prices have been sharply higher 
than a year ago in the Hest, but large 
storage stocks have kept pressure on mar
kets in other areas. Delays in early 
spring crop harvests may cause a temporary 
marketing gap in June. 

- 12 -



DPS-120 

1969 Crops 

Growers' planting intentions and 
other recent reports on crop production 
point to another increase in total crop 
output this year. Farmers reported plans 
to plant around a million more acres than 
they planted in 1968. However, if allow
ance is made for the acreage seeded to 
winter wheat and rye last fall, total 
acreage planted for harvest in 1969 is 
about 5 million less than a year earlier. 
But higher expected yields and sizable 
acreage increases for a number of crops 
such as cotton, tobacco, and flaxseed are 
expected to contribute to another record 
crop in 1969. In addition, small in
creases are expected in output of feed 
grains, peanuts, sugar beets, and dry 
beans and peas. On the other hand de
clines are expected in production of 
potatoes and particularly food grains. 
Output of soybeans and hay will probably 
total about the same as in 1968 (table 
below). 

Crop 

Winter wheat 
Spring wheat 
Rice 
Corn 
Sorghums, all 
Oats 
Barley 
Hay 
Cotton 
Tobacco 
Soybeans 
Flaxseed 
Peanuts 
Potatoes, all 
Sweet potatoes 

Prospective crop production 
( 48 State data) 

Unit 

: Mil, bu. 
: Mil, bu, 
: Mil. cwt, 
: Mil, bu. 
: Mil. bu, 
: Mil. bu. 
: Mil, bu. 
: Mil. tons 
: Mil. bales 
: Mil. lb. 
: Mil. bu. 
: Mil, bu. 
: Mil. lb. 
: Mil, cwt, 
: Mil, cwt, 

1968 
Production 

1,229 
342 
105 

4,375 
739 
930 
418 
125 

10,9 
1, 716 
1,080 

27 
2,528 

293 
13,3 

Beans, dry edible : Mil. cwt, 18 
Peas, dry field : Mil. cwt, 4 
Sugar beets : Thou, tons 25 

: Indicated 
: 1969 as% 
:of 1968 .Y 

2f92 
-87 

96 
103 
105 
98 
98 

100 

l.! 
111 
100 
114 
106 
98 

109 
104 
114 
107 

lj Based on March 1969 prospective plantings and av-
erage yields with an allowance for trend. 

'.!:_! Based on May 1969 estimate, 
2._1 Not available, 

Farm Income 

Cash receipts to farmers surged to a 
first quarter record of $10 billion in 
1969. This was more than a ~ billion in
crease over the same period a year earlier. 
Most of the increase came from higher 
prices for livestock and products. Re
ceipts to crop growers were up slightly, 
due to a larger volume of l!lD.rketings. But 
strong price pressures throughout the 
economy boosted the index of prices paid 
by farmers for production items including 
interest, taxes, and wage rates, to a 
record high in the first quarter, 5% above 
a year earlier. As a result, farm pro
duction costs rose sharply and held real
ized net farm income around the fourth 
quarter 1968 level of $14.8 billion (se~
sonal.ly adjusted annual rates). However, 
first quarter realized net income was up 

·about $400 million from January-March 
1968. 

CASH RECEIPTS FROM FARMING 

30~~~~~~~~:;~~~~~~~ 
1958 1960 1962 196A 1966 1968 1970 

•tO. IUJUJ-ttlll fCOIIOIIIC llll.tAIICM lol.'fiC.l 

Although e~pec~ations for increases 
in output of livestock and products this 
year have weakened some'.vhat, a gain in the 
volume of livestock marketings still seems 
likely. And planting intentions and other 
crop indicators point to another large 
crop output. Although a larger volume of 
crop marketings is in prospect, current 
market strength and demand expectations 
suggest average prices for crops will be 
fairly well maintained for the year. As 
a result, cash receipts are expected to 
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expand by more than $1~ billion from last 
year's $44 billion. In addition, direct 
Government payments to farmers are ex
pected to oe slightly larger in 1969. 

However, prices paid for goods and 
services used in farm production are 
r~s~ng, and purchases of some major pro
duction items e.re on the increase. As a 
result, most of the increase in realized 
gross farm income will probably be ab
sorbed through higher production costs 
this year, leaving producers with about 
the same net income as the $14.9 billion 
they realized in 1968. But the long-term 
decline in farm numbers and farm popula
tion is continuing. Thus, net income 
realized per farm will probably rise from 
last year's $4,865. In addition, farmer 
participation ~n nonfarm business oppor
tunities is expected to add substantially 
to advances in off-farm. incomes of farm 
people. 

INCOME OF FARM POPULATION 
$ 

1946 1950 1954 1958 1962 1966 1970 
.II'OHr~IUI UGfJ MfO UI.A~IIf, HOHI'.O.II'II IUJDIIH 111<:1)111, OIY/011101, lTC. 
4fOrAL 1111 '•'-"• IHCIIIII 01' llllfiOIJH 01'/tU TO~J AA'O WAOfJ 0, rAIII 111/0111'1 HIIIO lf,tllfiU. 

Farm Input Costs 

Prices paid for farm production in
puts, and particularly overhead costs, 
have been accelerating during the past 
few years. In the fir::;t qua.rter, prices 
paid for production items alone were 5fo 
above those of a year earlier, but vrhen 

- 14 -

costs of interest, wages, and taxes were 
added the increase over a year earlier 
climbed sharply to more than 5%. Among 
the items showing the sharpest price in
creases over a year earlier were building 
materials, interest, and wages--all up 
more than a tenth; feeder-livestock, farm 
machinery, motor vehicles, and taxes 
ranged between 5 and loajo higher. Although 
farmers will likely face further advances 
5.n prot'l.uction costs this year, increases 
are expected to be tempered some later in 
the year by recent monetary and fiscal 
actions designed to reduce inflationary 
pressures. 

It is still early to accurately 
assess the fertilizer situation for this 
year, but it now appears that total U.S. 
supplies nre generally larger, with some 
exceptions. Pr.ices paid by farmers for 
fertilizer are currently below a year 
earlier and if crop prices continue fairly 
well maintained, fertilizer purchases will 
likely show some increase in 1969 unless 
distribution problems arise. 

Preliminary information indicates 
that shipments of farm machinery may be 
getting off to a slightly stronger start 
this year than last. Although only Jan
uary-February 1969 d::tta are available, 
the value of farm machinery shipped was 
up nearly 7% from the same months last 
year. However, wheel tractor shtpments 
were down by more than this runount. The 
Farm ~nd Industrial Equipment Institute 
reports retail tractor sales around. a 
tenth below a year earlier during Jan
uary-February. Prospects for farmers' 
expenditures on farm machinery for the 
year are still uncertain and will depend 
primnrily on the cost and availability 
of financing, farm product-machinery 
price relationships, and the age and 
conditions of exi::;ting equipment on 
farms. Also, elimination of the 1% in
ve~tment credit on taxes would probably 
lmve some dampening effect on purchases 
of capital equipment. 
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GENERAL ECONOMIC SITUATION 

The economy continues to show strength 
coupled with inflationary pressures. Em
ployment, output, and personal incomes 
advanced substantially in the first 
quarter. Sales to final users 1/ surged. 
However, the rise in gross national prod
uct in this period lagged the sizable 
1968 quarterly advances, partially as a 
result of fiscal and monetary measures 
designed to slow the rapid expansion in 
demand. 

GNP and final sales, change 
from previous quarter 

Year 

1966: I 
II 
III 
IV 

1967: I 
II 
III 
IV 

1968: I 
II 
III 
IV 

GNP 

18.4 
12.0 
12.9 
14.9 

4.0 
8.0 

15.1 
15.7 

20.2 
21.7 
18.1 
16.4 

Final 
sales 

Inven
tory 

change l/ 
Bil. dol. 

17.2 
7.5 

15.5 
7-9 

15.4 
14.1 
12.1 
12.7 

26.4 
13.0 
21.4 
13.3 

1.2 
4.5 

-2.6 
7.0 

-11.4 
-6.1 
3.0 
3.0 

-6.2 
8.7 

-3.3 
3.1 

1969: I gj 16.0 20.2 -4.2 

l/ Represent~ the difference in the 
rate of change in business inventories. 
For example, the change in business in
ventories in the first quarter of 1969 
($6.4 billion) less the change in the 
fourth quarter of 1968 ($10.6 billion) 
equals minus $4.2 billion. 

gj Preliminary. 

Increases in nonresidential invest
ment and consumer spending were primarily 
responsible for the first quarter expan-

sion. Inventory accumulation was slower, 
net exports declined, and Federal purchases 
advanced only slightly. Nonresidential 
investment made one of its largest quar
terly advances ever recorded, and consumer 
spending doubled its fourth quarter 1968 
advance which had slowed from record highs 
earlier in the year. State and local ex
penditures continued their steady trend 
upward. 

outlook for 1969 

The remainder of 1969 will be influ
enced by some offsetting trends in demand. 
In the second quarter, gains in disposable 
incomes will be partially tempered by the 
settlement of large 1968 income tax lia
bilities. Consumer expenditure advances 
may be slowed accordingly, bringing about 
some increase in inventory. 

For the year, major indicators point 
to further increases in business invest
ment and strong consumer buying. But a 
slower rise is in prospect for Government 
expenditures as previously proposed 
Federal budgets are now being trimmed. 
Tight money and rising costs will likely 
temper the rate of building activity this 
year. The pent -up demand for housing is 
still evident and may continue to compete 
for funds. The outlook for an improved 
net export balance for the entire year is 
not encouraging in view of the effect of 
domestic inflation upon our competitive 
trade situation. 

The gross national product is ex
pected to increase around 7% this year, 
about the same as the rise of the first 
quarter on an annual basis. This compares 
with a 9% rise in 1968. A little more 
than half of this gain would be due to 
further advances in the general price 
level. If price increases are slowed in 
the remainder of the year, the economy may 
make a moderate advance in real GNP ex
ceeding the advance for 1967 but still 
much lower than 1968's growth. 

l/ Final sales equal GNP minus inventory 
change. 
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Table 3.--General economic activity 

~Seasonally adjusted annual rates) . : . 
1968 1969 

Item Year Year 

II III IV I~/ 1967 1968 

Billion dollars 

Gross national product 852-9 871.0 887.4 903.4 789.7 86o.6 
Gross national product 

(1958 prices) 703.4 71~.3 718.4 723.6 673.1 706.7 
Disposable personal income 586.3 592.7 602.4 6o8.6 546.3 589.0 
Personal consumption 

expenditures 527.9 541.1 546.8 558.4 492.2 533.8 
Durable 81.0 85.1 85.1 86.9 72.6 82.5 
Nondurable 228.2 232.7 233.7 239-1 215.8 230.3 
Services 218.7 223.4 228.0 232.4 203.8 221.0 

Personal savings 44.0 37.1 40.9 35-3 40.2 40.7 
Net Government receipts 184.4 195.4 202.6 164.6 190.6 
Government purchases 195·7 199.6 203.0 206.2 178.4 197.2 

Federal 100.0 101.2 101.7 102.3 90.6 100.0 
State and local 95.6 98.4 101.2 103.9 87.8 97.2 

Deficit or surplus (on income 
and product accounts) -11.3 -4.1 -.4 -13.8 -6.6 

Gross private domestic in-
vestment 127.3 127.1 136.6 138.9 ll4.3 127.7 
Fixed investment 116.5 119.6 126.0 132.5 108.2 119.9 

Residential 29.5 29.5 31.6 32.7 24.6 29.9 
Nonresidential 87.0 90.1 94.3 99.8 83.6 90.0 

Change in business 
inventories 10.8 7.5 10.6 6.4 6.1 7.7 

Gross retained earnings 97.4 99·9 99·9 93.1 97·5 
Excess of investment -29.9 -27.2 -36.7 -21.1 -30.2 
Net exports of goods and 

services 2.0 3.3 1.0 0 4.8 2.0 
Per capita disposable per-

sonal income (1958 dollars) 2,474 2,478 2,483 2,480 2,401 2,473 
Total civilian employment 

( niillion) y 75·9 76.0 76.4 77.6 74.4 75·9 

~/ Preliminary. 

g/ U.S. Department of Labor. 

u.s. Department of Commerce. 
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Major GNP components, change 
from previous quarter 

1968 1969 
Item :III . rv . I 

;qtr. ;qtr. ;qtr. 1/ 
Bil. dol. . 

Total change in GNP :18.1 16.4 16 • 0 

Consumption :13.2 5.7 11.6 
Private nonresiden-

tial fixed invest-: 
ment 3.1 4.2 5.5 

Housing 0 2.1 1.1 
Inventory gj :-3.3 3.1 -4.2 
Net exports 1.3 -2.3 -1.0 
Government : 3.9 3.4 3.2 

1/ Preliminary. gj See footnote 1/, 
previous text table, page 15. 

Government Ex:nenditures 
and Receipts 

The Federal Government continues to 
limit its expansion of purchases of goods 
and services while increasing its tax rev
enues, and a budget surplus is likely for 
the first quarter of 1969. This action, 
expected to ease demand pressures on 
economic activity, represents a substan
tial swing away from the large deficits 
registered in 1967 and the first half of 
1968. 

Federal purchases are expected to 
rise only slightly above present levels 
during 1969 and 1970. The President has 
recently outlined further reductions in 
the proposed 1970 Budget outlays pre
sented to Congress in January 1969. As
suming an extension of the surtax through 
1969 and a repeal of the 71o investment tax 
credit, these latter reductions in pro
posed expenditures, mostly in defense and 
welfare programs, should lead to larger 
surpluses in fiscal years 1969 and 1970. 
A major tax reform program now being con
sidered may further alter the pattern of 
Federal revenues and their effect upon 
different income groups. 

MAY1969 

Expenditures by State and local 
governments for goods and services rose 
moderately in the first quarter but at a 
shade slower rate than the quarter before. 
First quarter 1969 marked the first time 
State and local expenditures exceeded 
those of the Federal Government since 1966. 
Because of higher taxes and the buoyant 
economy, State and local revenues are also 
rising although not uniformly throughout 
the country with deficits rising in many 
jurisdictions. 

MAJOR SOURCES OF DEMAND 
$ BIL. ---,--------r---,--------r--,-----, 

1955 '58 '61 '64 '67 '70 
OIJ~IIffllll' OATA J.1 JUJO>IALLl" ADJIIJTIO A>IIWAL II,HrJ. 41'tllf0HAL /fl"f>IO/f!,/11/fJ, 

.CIIOJJ PII/YAflf OOUJf/C IHVIJfMifHf ,,UJ Miff 1f,1;'.1'011Tf. 0eOVI'IIHMf>ll I'UIICHAU'I 01' (;000J AHO JI'IIVICrJ. 

,U.l. OfPAIITil(NT 0, AOIIICU~lUIIf llfC. filS Ufl ... (J) fCOHOIOIC lltJtAIIOi HIIVIC! 

Inyestment DPmand 

Gross private domestic investment 
rose substantially in the first quarter, 
with the vigorous expansion of investment 
for construction and new plant and equip
ment offsetting the large decline in in
ventory accumulation. Gains in business 
fixed investment outlays occurred despite 
increased taxes, relatively low plant op
erating rates, and an increasingly re
strictive monetary situation. The Depart
ment of Commerce-SEC survey, compiled be
fore the recent rise in the Federal Re-
serve rediscount rate and the bank reserve 
requirement, reported that businessmen 
planned to increase their plant and equip
ment expenditures by about 14% in the first 
half of 1969 over last year, with a smaller 
additional increase later in the year. A 
more recent McGraw-Hill survey of invest
ment plans, though differing in detail, 
generally confirmed the Commerce- SEC survey. 
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Table 4.--Federal receipts and expenditures in the national income 
accounts, semi-annually 1966-68 and first quarter 1969 11 

Description 

RECEIPI'S, NATIONAL INCOME BASIS 

Personal tax and nontax 
Corporate profits tax accruals 
Indirect business tax and non-

tax accruals 
Contributions for social 

insurance 

Total receipts, national 
income basis 3./ 

EXPENDITURES, NATIONAL INCOME 
BASIS 

Purchases of goods and 
services 

Transfer payments 
Grants-in-aid to State and 

local Governments 
Net interest paid 
Subsidies less current surplus 

of Government enterprises 

Total expenditures, 
national income basis 3./ 

SURPLUS ( + ) OR DEFICIT (- ) 
NATIONAL INCOME BASIS 

: 1966 1967 . 
:Second First: Second 

half half half 

63.9 65.6 69.0 
32.5 30.4 31.5 

16.0 16.0 16.4 

34.2 36.2 37.4 

. . 
:146.6 148.2 154.3 

80.7 88.7 92.4 
37.0 41.8 42.8 

15.0 14.8 16.4 
9.8 10.0 10.4 

5.7 5.0 4.7 

. . 
:148.2 16o.4 166.8 

-1.6 -12.2 -12.6 

1968 1969 

First:Second : First 
half quar-

half :t 2/ • er _ . 

73.4 85.2 92.7 
37.6 39.2 40.1 

17.2 18.0 18.4 

40.8 42.2 46.3 

169.2 184.6 197.5 

98.6 101.4 102.3 
46.4 49.1 50.6 

18.0 18.8 19.8 
11.6 .12.2 12.6 

4.0 4.2 4.2 

178.5 185.9 189.5 

8.0 

l/ Calendar years in billions of dollars, seasonally adjusted annual rates. 
2./ Preliminary. Corporate profits tax accruals estimated by USDA. 
3./ Totals may not add due to rounding. 

U.S. Department of Commerce. 
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Housing made some encouraging gains 
in the first quarter despite a tight and 
expensive mortgage market. More than half 
of the increase in residential construc
tion expenditures was due to rising prices 
rather than rising volume. Whether the 
pent-up demand for housing for the rest of 
1969 can continue to overcome competition 
from other types of investment for funds 
is open to question. Housing starts de
clined in February and March after rising 
in January. 

Consumer Demand 

Advances in consumer expenditures 
provided the bulk of demand expansion in 
the first quarter. Consumers apparently 
did not react adversely to the fact that 
income taxes and increased social security 
taxes cut into their large income gains. 
Lowering their personal savings rate to 
less than 6% from nearly 7% in the fourth 
quarter, they financed a large expansion 
in consumer purchases. From a broader 
view, however, gains in consumer expen
ditures for the past 6 months have been 
far short of those registered a year 
earlier. 

The pattern of consumer outlays in
cluded increased expenditures for non
durable goods and services in the first 
quarter. Outlays for durable goods also 
rose moderately despite a drop in domestic 
and foreign new car sales. 

INCOME AND EXPENDITURES 

71 
0 llfCLUDII /NriiU!If l'.t/0 1J CONIU.IIIIIf loND I'IJIJOH.U. Tlt.tNJI'I!It I'AI',IIIHTI JO 1'011'1/CNIU. 
$111'CLUDIJ ALCOHOLIC 111'1' .. ACIJ, 4 ""If OUAII1'11t UU I'IIIL/,11/Hoi..Y. 

U,t, 0EPAolt1M!NT or AOIIICU~TUitl 

In the second quarter, the unusually 
large settlement on 1968 tax liabilities 
is expected to continue to slow advances 
in after-tax consumer incomes. Thus, even 

MAY 1969 

if consumer savings continue fairly lmv, 
spending will probably grow more slowly. 
Moreover, the savings rate may rise, 
further weakening consumer buying. 

Income and Employment 

Personal incomes rose substantiatly 
in the first quarter as a result of larger 
employment and higher hourly rates of pay. 
A great deal of this strength in recent 
months has come from the capital goods and 
residential construction industries. Wages 
and salaries were about 9% over a year 
earlier, nearly matching their increase in 
1968. 'I'ransfer payments, a smaller but 
growing component in the income picture, 
also continued a strong upward trend. 

The employment situation remains very 
tight, particularly for certain occupa
tional groups. Employment rose for the 
first three months of 1969 on a seasonally 
adjusted basis. But in March and April, 
unemployment rose slightly. This brought 
the seasonally adjusted unemployment rate 
to 3.5% by April, up slightly from the 
15-year low of 3.3% recorded from December 
through !ebruary. 

GNP AND UNEMPLOYMENT 

t---~----~----+---~-----+--~0 

'60 '62 '64 '66 '68 '70 
*(NUfU'"II,III'III'IOUII'UII. 

These employment data were reflected 
in the large advances in output in the 
first quarter. This trend continued in 
March with a rise of 0.6% bringing the 
industrial production index to 170.5 or 
4.6% above a year earlier. 

Prices 

Inflation fighters were discouraged 
by the sharp March rise in retail and 
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Table 5.--Change from previous quarter in selected measures 
of personal income and spending 1968-I to 1969-I 

(Billions of dollars. seasona1ly adjusted annual rates) 

1968 
Item 

I II III IV I 1./ 

Total personal income 17.5 15.4 16.2 13.9 
Hages and salaries 11.9 9.3 11.4 10.0 

Manufacturing 4.1 2.6 2.9 3.2 
Nonmanufacturing 5.6 4.5 5.2 5.1 

13.2 
11.5 
2.7 
7.1 
1.6 
1.5 
7.0 
6.2 

Government 2.2 
Transfer payments 2.8 

Personal tax payments 2.7 
Disposable personal income 14.8 
Personal consumption expenditures 17.2 

Durable 4.8 
Nondurable 8.1 
Services 4.3 

2.2 3.3 
2.6 1.2 
3.6 9.7 

11.9 6.4 
8.5 13.2 
2.0 4.1 
1.7 4.5 
4.8 4.7 

1.7 
1.3 
4.2 
9.7 
5.7 
0 
l.O 
4.6 

11.6 
1.8 
5.4 
4.4 

Personal savings -2.6 3.2 -6.9 3.8 -5.6 

1./ Preliminary. 
U.S. Department of Commerce. 

1vholesale prices. The Consumer Price 
Index2/ rose 0.8% in March, to 125.6. It 
was the largest monthly increase since 
February 1951. Major contributions to 
the rise were significant boosts in home 
ownership costs and prices for used cars. 
There were substantial increases also for 
food, clothing, and gasoline. During the 
first quarter of this year, consumer 
prices rose l-l/2%, the sharpest advance 
for any 3-month period since May-July 
1956. The index now stands over 5% above 
a year ago. 

CONSUMER PRICE INDEX 

1962 196.4 1966 1968 
.IHCI.!J06J IHtUU, '!JIL, Vf/LH/tl, HOVJfH0/.0 O,.tU11014, 'UIIHITVIU 11110 IOUI,HIHT. 

II.J, 0,1.1A, CITY WAt:;t IAIIHI.IIJ AHO C/.111/C-'L WO/IICIIIJ, 

1'11.0. "''" UGj ·19 t II AOIIICULJUIIoll IIUIAIICI'I tUYICf 

The Wholesale Price Index rose 0.5% 
in March, to more than 3% above a year 
earlier. Softwood lumber prices continued 
to climb sharply and prices were also up 
for fuels, metals, and machinery. 

The general price level in the first 
3 months of 1969, as measured by the gross 
national product deflator, rose about 4%, 
on a seasonally adjusted annual basis, a 
shade above the average annual change re
corded for 1968. While general price ad
vances are expected to be slower during 
1969, due to fiscal and monetary measures 
taken earlier this year and in late 1968, 
the pressure of built-in cost factors on 
prices i's expected to continue. 

MQnetary Situation 

In recent months, growth rates of 
most monetary measures have slowed con
siderably from the rapid increase of the 
previous 2 years. The money stock, con
sisting of private demand deposits and cur
rency held by the public, averaged $194.2 
billion in March, and increased at only a 

gj 1957-59=100 
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2.3% annual rate from December. This 
compares with a ~ average annual rate 
in the previous two years. 

The Federal Reserve discount rate 
was raised from 5t% to 6% effective 
April 4. The percentage of demand de
posits which member banks are required to 
hold as reserves was also raised ~ of 1%, 
effective during April. These actions, 
coupled with the slower growth in the 
money supply since December, are expected 
to have a significant restraining impact 
on total spending in the economy, partic
ularily later in the year. 

Foreign Trade 

The preliminary estimate of net ex
ports (exports minus imports) of goods 
and services declined to a zero balance 
in the first quarter of this year from a 
favorable balance of $1 billion in the 
fourth quarter of 1968. In the second 
half of 1968, net exports had shown some 
strength after a poor first half. For 
1968 as a whole, however, the balance was 
only $2 billion--the lowest for the 
United States since 1959. 

MAY 1969 

The merchandise trade balance in 
March was in surplus by over $200 million, 
seasonally adjusted. The March surplus 
was in sharp contrast to the February def
icit of about $36o milliop, leaving 
nearly $70 million deficit for the entire 
first quarter. This was the first time 
since the third quarter of 1950, immedi
ately after the Korean War began, that the 
quarterly trade balance was in deficit. 
But most of the.1969 quarter was affected 
by the East and Gulf Coast dock strikes 
which distorted trade movements. And the 
second quarter is expected to show the 
after-effects of the strike, with exports 
trying to overcome loading delays. This 
may give net exports a large increase in 
the second quarter. 

If a slowdown in gains in the U.S. 
economy occurs, exports should show some 
expansion as our prices become more com
petitive. Early reports indicate the 
balance of payments, which showed a small 
sUrplus in 1968, may show a deficit in the 
first quarter. 

The Demand~~ Situation is published 

February, May, Auguet, and November. The next 

isn.\:le is scheduled for release in August 1969. 
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PER CAPITA CONSUMPTION: 
MEAT AND TOTAL LIVESTOCK PRODUCTS* 

%OF 1957-59 

110 

100 

so~~~~~~~~~~~~~~~~~~~~~ 

1955 1958 1961 1964 
*RETAIL-WEIGHT EQUIVALENTS COMBINED USING 1957-59 RETAIL FOOD PRICES. 

1968 PRELIMINARY. 

1967 

U.S, DEPARTMENT OF AGRICULTURE NEG. ERS 5062- 69 (2) ECONOMIC RESEARCH SERVICE 

PER CAPITA CONSUMPTION OF 
SELECTED CROP PRODUCTS 

% OF 1950 

Processed fruits and vegetables 
140~------~r-----~-+---------r~~--~ 

I Sugar and other sweeteners* 

~ I -- .--100 ··~-~- .... I t ...... ~ ..... ,I Cereal and bakery products 
............ ------------- J_ I 

••••••••••••••••... I --- --------

••··••••••••••••••··~·········•.,,,, ...... ,,,,,,,,,.,_,,~ ........ , 

Fresh fruits and vegetables0 

80 

6 0 L__,L_.L_,.,L_..L_..L_..,L_..J__.,L_.,L_..,L_,L__..,L__..,L__.J..._..,L__..J....._..J....._b.+-.L...--1 

1950 1955 1960 1965 1970 
ITEMS COMBIHEO IH TERMS OF COHSTAHT RETAIL PRICI!rS. 

*CALORIC OHLY. f GRAtH COMPOHI!rHTS OHLY. 

U,S, OEP ... RTMENT OF "GRICULTURE 
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