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Selected measures of economic activity ~ 

1967 : 1968 • . 
Item : Unit : : : : ; : ; Year ; Year 

I : II : III : IV : I : II ];./ : 1966 . 1967 

Gross national product •••••••••••••• : Bil. dol. : 772.2 78o.2 795.3 811.0 831.2 851.6 747.6 789.7 
Disposable personal income ••••••••••• : Bil. dol. : 534.2 541.5 ?50.0 559.6 574.4 586.3 511.6 546.3 
Personal consumption expenditures •••• : Bil. dol. : 480.9 490.3 495.5 502.2 519.4 527.6 465.5 492.2 
Food spending (excluding • 
alcoholic beverages) •••••••••••••••= Bil. dol. : 94.4 94.4 94.7 96.2 98.6 101.0 92.7 94.9 

Implicit price deflator for GNP ••••• : 1958=100 : 116.0 116.6 117.7 118.9 120.0 121.2 113.8 117.3 
Unemployment rate ~/·••••••••••••••••: Percent : 3.7 3.8 3.9 3.9 3.6 3.6 3.8 3.8 . 
Cash receipts from farm : 
marketings 1/ ••••••••••••••••••••••• : Bil. dol. : 42.5 43.0 43.0 42.7 43.2 44.0 43.2 42.8 

1 Farm production expenses 1/ •••••••••• : Bil. dol. : 38.4 38.9 35.0 35.0 35.4 35.9 33.4 34.8 
Realized net farm income 1lj •••••••••• : Bil. dol. : 14.5 14.4 14.2 13.9 14.4 14.8 16.2 14.2 

~ - . 
Agricultural exports 3/ •••••••••••••• ; Bil. dol. : 1.6 1.6 1.4 1.8 1.6 1.5 6.9 6.4 
Agricultural imports]/ •••••••••••••• : Bil. dol. : 1.2 1.1 1.1 1.1 1.2 1.3 4.5 4.5 . . 
Prices received by farmers 4/ •••••••• ;1910-14=100; 253 251 255 252 256 259 267 253 
·Livestock •••••••••••••••• : ••••••••• : do. : 277 275 284 273 280 283 292 277 

Crops •••••••••••••••••••••••••••••• : do. : 223 224 220 228 2?9 232 237 224 
Prices paid by farmers 4/ 5/ ••••••••• : do. : 339 341 343 344 350 354 334 342 
Wholesale price index, ~ : : 

commodities 4/ •••••••••••••••••••••• :1957·59=100: lo6.o 105.8 1o6.3 1o6.4 107.8 1o8.5 105.9 1o6.1 
Consumer price index, all items 4/ ••• : do. : 114.8 115.6 116.8 117.8 119.0 120.4 113.1 116.3 

All food •••••••••••••••••••••: •••• : do. : 114.4 114.2 116.2 115.8 117.4 118.7 114.2 115.2 . . . . 
1/ Preliminary. 

I 
1-' 
1-' 
-.;J 

2/ Unemployment as a percent of the civilian labor force. 
jf Actual values, not seasonally adjusted annual rates. !!> 

Ti./ Not seasonally adjusted. § 
5/ Including interest, taxes, and wage rates • g 
- 8 

Departments of Agriculture, Commerce, and Labor. ~ 
0'\ co 



DPS-ll7 AUGUST 1968 

THE DEMAND AND PRICE SITUATION 
Approved by the Outlook and Situation Board, August 16, 1968 

CONTENTS 

Summary ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 3 

Agricultural Situation •••••••••••••••••••••••••••••••••••••••••••••••••••• 5 

General Economic Situation •••••••••••••••••••••••••••••••••••••••••••••••• 13 

Foreign Trade •••••e••••••••••••••••••••••••••••••••••••••••••••••••••••••• 23 

SUMMARY * 
Slightly higher average prices, a 

larger volume of marketings, and an in­
crease of around 1~ in Government pay­
ments to farmers indicate that realized 
net incomes of farm operators for 1968 
will increase a little from 1967, despite 
the continuing uptrend in production 
expenses. Although Government payments 
to farmers in January-May totaled below 
a year earlier, they are estimated to be 
up about $300 million for the year. 
Larger feed grain acreage diversion is 
the principal reason for the increase. 

Through the first half of this year, 
sales of farm products returned farmers 
about 2% more than in the same period of 
1967. Prices averaged a little higher, 
'While the volume of marketings was about 
the same. Gross farm income was at an 
annual rate of $50 billion. 

Reduced supplies of fruit, cotton, 
and fresh vegetables strengthened average 
prices for crops, despite weakness in 
grains and soybeans as the result of 
prospects for continued heavy supplies. 
Federal actions raising dairy prices and 

strong consumer demand contributed to 
improved livestock product prices. 

In the second half, prices are 
expected to hold near the 1967 level. 
The August crop report indicates that 
heavy supplies will continue to be a 
major price factor for grains and soy­
beans over the next several months. 

However, the loan program will limit 
the decline in prices, and a higher level 
of payments to producers will maintain 
the total value of 1968 feed grain crops 
plus payments at or above those for 1967 
crops. Wheat and rice crops are expected 
to be records, while output of the four 
feed grains will be around last season's 
record tonnage. Oilseed production will 
be up sharply, with a record soybean crop 
and large increases in prospect for 
cottonseed and flaxseed. 

*The Summary of this report, along with 
a table on selected measures of economic 
activity, was released on August 16, 1968. 
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Growth in demand in coming months 
will likely be slower than in the first 
half. This will reflect Government 
actions taken to moderate the expansion 
in demand and reduce pressures on prices. 
These include the tax surcharge on cor­
porate and personal income passed by 
Congress in June, and scheduled cuts in 
proposed Government expenditures. 

Some slackening in demand growth 
was indicated in the second quarter. 
Inventories increased rapidly, partly due 
to a slower expansion in consumer expend­
itures as the savings rate rose, and the 
building up of supplies by manufacturers 
as a hedge against a possible steel 
strike. Business fixed investment also 
was cut back slightly in the second 
quarter. 

A slower rise in consumption and 
investment expenditures may be accom­
panied by slower growth in output and 
some gain in unemployment from low cur­
rent levels. 

Food expenditures in the second 
half of 1968 also may increase less rap­
idly than in the first half. In the 
second quarter, retail food expenditures 
were 7% above a year earlier. 

Looking at Major Farm Commodities ••• 

••• Beef production is running a 
little above year-earlier levels. But 
producer prices are higher. Fed cattle 
marketings are expected to continue to 
exceed year-earlier levels in coming 
months. Prices likely will continue 
above 1967 for the next few months though 
gains may narrow. 

••• Pork production is larger so far 
this year:--Frices are lower but are 
holding up well. 

···~output is dropping below a 
year ago. Prices are picking up, and 
are expected to average well above the 
last half of 1967. 

AUGUST 1968 

••• Fewer turkeys are being produced 
in 1968. As storage holdings are brought 
to more manageable levels, prices will 
improve. 

••• Broiler output is running above a 
year earlier. Prices are firm. 

• •• Milk production is down so far 
this year:--Frices are higher due in part 
to increased supports a.nd Federal milk 
marketing.order actions. · 

···~grain crop in 1968 is down a 
shade from last year. Larger carryover in­
to 1968/69 is expected. Some pickup in use 
is likely. 

••• Wheat supplies are large for the 
1968/69 marketing year. Both the carry­
over and the 1968 crop are larger than a 
year ago. 

••• Rice output in 1968 is expected 
to be almost a fourth larger. Acreage is 
up sharply as farmers took advantage of 
the 2o% increase in acreage allotment. 
Yields are also higher. 

••• cotton production in 1968 is 
expected to be 47% larger. Acreage and 
yields are sharply above last year's low 
levels. 

···~~processed vegetables 
are in larger supply this SWllller • 

••• The 1968 deciduous fruit crop 
is expected to exceed last year1 s output. 

••• Tobacco output is estimated 
smaller in 1968. Both acreage and pro­
spective yields are down. 

• •• More s~ar is in prospe9t in 
1968. The beet crop may be up nearly 
30%. 

• .. s.o;v:bean supplies in 1968/69 will 
be record large. The 1968 crop and carry­
over stocks are setting new highs. 

- 4 -
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AGRICULTURAL SITUATION 

Prices received by farmers and 
farm incomes have been fairly steady and 
above a ear earlier in recent months. 

espi e rge total supp ies, crop prices. 
have averaged higher this year primarily 
because of reduced fruit, cotton, and 
fresh vegetable supplies. Federal 
actions have contributed to raising dairy 
prices and strong consumer demand for red 
meats have contributed to improved live­
stock prices. But, heavy supplies of 
grain and soybeans continue to depress 

Prices received and paid by farmers, 
second quarters 1967 and 1968 

(1910-14=100) 

Index 

• • . Per-
: 2nd : 2nd : centage 
• qtr • . qtr • • change 
~1967~1968~1968/67 

Prices received 

All farm products •••••• : 
Livestock & products.: 

Meat animals ••••••• : 
Dairy •••••••••••••• : 
Poultry & eggs ••••• : 
Wool ••••••••••••••• : 

All crops •••••••••••• : 
Food grains •••••••• : 
Feed grains & bay •• : 
Cotton ••••••••••••• : 
Tobacco •••••••••••• : 
Oil-bearing crops •• : 
Fruit •••••••••••••• : 
Vegetables ••••••••• : 
Potatoes, sweet­
potatoes, & dry 
edible beans •••••• : 

Prices paid 

Commodities & serv- : 
ices ~·••••••••••••••= 

!Production items 11····~ 

I' 1/ Including interest, 
rates. 

251 
275 
342 
289 
126 
228 
224 
184 
183 
171 
559 
285 
198 
307 

259 
283 
350 
303 
128 
230 
232 
163 
164 
174 
563 
270 
301 
330 

233 

3 
3 
2 
5 
2 
1 
4 

-11 
-10 

2 
l 

-5 
52 
7 

23 

341 354 4 
357 368 3 

taxes, and wage 
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prices. However, the loan program will 
limit the decline in prices and a higher 
level of payments to producers will main­
tain the total value of 1968 feed grain 
crops plus payments at or above those for 
1967 crops. 

Prices paid by farmers are moving 
up slightly faster than prices received 
by farmers. 

Domestic demand has been strong 
this year, exports of u.s. farm products 
continue to run below a year earlier. 
The value of u.s. agricultural exports 
totaled 7% below a year earlier during 
fiscal year 1967/68. Most of the over­
all drop in value was due to lower prices 
for many agricultural products. But the 
volume of exports was down too • 

%OF 1910-14 

200t---J''Y.I 

100 1'-----+-'----+\ 
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Livestock product supplies are 
running large again this year. But, 
demand for red meat has been unusually 
strong as well. Despite increased sup­
plies of beef, pork, and turkey, live­
stock producer prices in the second 
quarter 1968 were ~ above those of a 
year earlier. 

During the remainder of the year, 
red meat and broiler supplies are ex-
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pected to remain large, and consumer 
demand may advance more slowly. For the 
second half, livestock prices likely will 
average around those of a year earlier. 

Beef production was about the same 
as a year earlier during the April-June 
~uarter. And a growing population plus 
a strong consumer demand for beef pushed 
farm prices up nearly &fo. 

Increased supplies of fed beef 
appear likely for the rest of 1968. 
Feeders report plans to market around 5% 
more fed beef during July-September than 
they did last year. If feeders market 
cattle at desirable weights late this 
summer, prices are expected to average 
near early summer levels. Choice steer 
prices in July averaged around $27.60. 

About ~ more cattle were on feed 
in July in weight groups that supply 
about 60% of fed cattle marketings in the 
fourth ~uarter. If these large supplies 
materialize, fed cattle prices in October­
December are expected to weaken from July 
levels. Moreover, cattle weights have 
been averaging above a year earlier since 
midyear because of large supplies of low 
cost feed. If this trend persists, 
prices in the fall may be under addi­
tional pressure. 

FED CATTLE MARIET!IIGS, IY QUARTERS 

8 

4~--=+\ 

01----+--H 
-4~~~~~~~~~~-L~~~~~ 

1964 1965 1966 1967 1968 . 1969 
U.l. Ot,AIIliUHf or AOIIICULfUIII lolfG, IU NM-61 111 ICOI40111IIC .IIIAIIC" 1111'1'1(1 

Among the red meats, pork pro­
duction has shown the largest gains so 
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far in 1968 over a year earlier. During 
the second quarter, pork output totaled 
nearly a tenth above a year earlier. How­
ever, prices received by farmers dropped 
only &fo below those in the same period 
last year. 

Looking ahead, pork will probably 
continue at a little above a year earlier 
most of the summer. But, in June there 
were 3% fewer pigs on farms that are ex­
pected to reach market weights this fall. 

During the fall, hog prices will 
weaken from summer highs as slaughter 
rises seasonally. However, if marketings 
are smaller than last fall, prices will 
probably average moderately above a year 
earlier in October-December. Hog produc­
ers plan to farrow 2{o more sows during 
June-November. Pigs born during this 
period would begin to reach market weights 
by early 1969. And, if producers carry 
out their plans and hog/corn price ratios 
continue favorable, pork production in the 
first half of next year will probably 
exceed year-earlier levels. 

She~ and lamb slaughter continued 
to decline this spring. And, the 4i 
smaller spring lamb crop indicates slaugh­
ter in the rest of the year will lag year­
earlier levels. Because of slll8.ller sup­
plies, prices received by farmers averaged 
lo% above year-earlier levels in the 
second ~uarter. Prices for the rest of 
the year are expected to be higher than 
in 1967. 

Poultry prospects are more prom­
ising for the last half of 1968. Eggs 
were laid in near-record numbers in early 
1968. However, during the April-June 
~uarter, production dropped below that of 
a year earlier. Fewer pullets have been 
placed in laying flocks this year. This 
trend is expected to hold egg output be­
low the 1967 level the rest of this year. 
Egg prices began to pick up in June, and 
for the rest of 1968 they will average 
well above the depressed levels of 1967. 

Broiler production was below year­
earlier levels during the second ~uarter. 
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However, higher broiler/feed price ratios 
and increased hatchings point to some 
expansion over a year earlier in broiler 
production the rest of the year. Unless 
production expands sharply, broiler 
prices the rest of the year are expected 
to hold above those in late 1967. Less 
turkey slaughter in corning months will 
help strengthen broiler prices. 

Fewer turkeys are being produced 
this year. The turkey crop is expected 
to be about lF?/fo smaller in 1968. In 
early 1968, however, turkey consumption 
outpaced year-earlier levels because of 
low prices and expanding demand. But 
storage holdings are still large and 
prices under pressures. Prices are ex­
pected to perk up as fewer turkeys than 
a year earlier reach market in the heavy 
ma.rketing season. USDA purchases of cold 
storage turkey will also help bolster 
prices. 

AUGUST 1968 

Less milk has been produced so far 
in 1968: Production totaled around 2% 
below a year earlier in the second quarter 
and producers' prices averaged 5~ higher, 
due in part to increased supports for 
manufacturing milk, and Federal milk mar­
keting order actions. 

As the year progresses 1 milk output 
is e~ected to respond to record-high 
milk/feed price ratios and narrow the gap 
in production from year-earlier levels. 
Prices later this year are expected to 
continue above a year earlier. 

Another record large crop output is 
estimated for 1968, according to the Au­
gust crop report. Crop production this 
year is expected to total J{o above last 
year's record output. Crop prices have 
averaged higher so far this year, prima­
rily due to smaller supplies of fresh 
Tegetables, cotton, and fruit. However, 
prices are adjusting to prospects for 

Table 1.--Production and prices received by farmers for major 
livestock and livestock products, 1965, 1966, 1967, and 

second quarters for 1967 and 1968 

Annual Second quarter 

Item Unit 
1965 1966 1967 1967 1968 

·~j !I !I 
Production 3/ 

Cattle and calves Mil. lb.: 19,744 20,635 2l,Oo4 3/5,282 3/5,244 
Hogs Mil. lb.: ll,l40 11,337 12,581 3/2,869 3/3,122 
Sheep and lambs Mil. lb.: 651 650 646 - :J/147 ..,. ~/143 
Chickens Mil. lb.: 6,649 7,309 7,537) :J/2,129 :J/1,997 Turkeys Mil. lb.: 1,5_21 1,685 1,881) 
Eggs Mil. lb.: 8,594 8,698 9;180 2,344 2,327 
Milk Mil. lb.: 124,173 119,892 119,294 33,299 32,698 

Prices received bl 
farmers . . . . 
Cattle :Dol. /cwt.: 19.90 22.20 22.30 22.40 23.70 
Hogs : Dol. / cwt • : 20.60 22.80 18.90 19.90 18.70 
Lambs :Dol./cwt.: 22.80 23.40 22.10 23.30 25.50 
Chickens : Ct./lb. : 14.4 14.7 12 .• 7 13.0 13·9 
Turkeys : Ct./lb. : 22.2 23.1 19.5 19.5 19.1 
Eggs :Ct./doz. : 33.7 39.1 31.2 28.7 28.6 
All milk (wholesale) :Dol./cwt.: 4.23 4.81 5.02 4.74 4.97 
!/ Preliminary. ~/ Data for 50 States except where noted. Carcass weight pro-

duction for red meats; ready-to-cook for poultry, and shell-weight for eggs. :J/ Data 
for 48 States. Commercial slaughter only. 
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continued large supplies of grains and 
soybeans, and larger crops of fruit, 
cotton, and vegetables. Even so, for 
the year crop prices are expected to at 
least match those of a year ago. 

About ?% fewer acres were planted 
to crops for harvest in 1968. But acre­
ages planted to rice, cotton, flaxseed, 

. and sugar beets were up sharply, and 
soybean acreage was moderately larger. 
Feed grain, tobacco, potato, and wheat 
acreages all were lower. 

Generally favorable weather this 
summer indicates average yields high 
enough to more than offset smaller acre­
age. 

u.s. crop production: Index 
numbers of production of 

crops, 1967 and 1968 

(1957-59==100) 

Item 

All crops ]/ ••••• ; 
Feed grains •••• : 
Hay and 

forage •••••••• : 
Food grains .... 
Vegetables ••••• : 
Sugar crops .... 
Cotton •••••••• : 
Tobacco . ........ 
Oil crops ..... : 
y Preliminary. 
2/.Indicated. 

117 
124 

115 
134 
112 
136 
60 

116 
171 

1968 
gj 

121 
123 

110 
145 
115 
161 
89 

105 
185 

Per­
centage 
change 
1968/67 

3 
-1 

-4 
8 
3 

18 
47 
-9 
8 

AUGUST 1968 

substantially higher national yield. 
Larger planted acreage this year reflects 
less diversion under the 1968/69 upland 
cotton program, lower voluntary diversion 
payments, higher cotton prices last year, 
and more normal planting conditions in 
some areas. Improved yields are resulting 
from better growing conditions in some 
areas and a pickup in skip-row plantings • 

Cotton stocks were worked down 
again last year because of the small 1967 
crop and above-average use (table 2 ) • 
Because of smaller supplies, 1967/68 
cotton prices averaged well above year­
earlier levels: 

Feed grain production in 1968 is 
currently forecast less than 1% below 
last year's record output (table 2 ). 
Corn production is estimated down 4% from 
last year, but oat and barley output is 
estimated up 20% and 15~, respectively. 
The 1968 sorghum grain crop is expected 
to be near that of a year earlier. The 
crop together with an estimated 49 mil­
lion ton carryover would give a 5% in­
crease in feed grain supply for 1968/69 
(table 2 ). Domestic demand has been 
sluggish and consumption in 1967/68 
probably will be little changed from last 
year. However, for the coming feeding 
year, domestic use may pick up due to 
slightly larger livestock numbers and 
favorable livestock/feed price ratios. 

FEED PRICE RATIO AND FEEDING RATES 

3/ Includes other products not included 
inthe separate groups shown. 90 

The large 1968 cotton crop boosts 
total crop output this year. Cotton pro­
duction is expected to be 4~ larger than 
last year's very small crop, according to 
the August crop report. This sharp in­
crease is due to expanded acreage and a 

- 8 -
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Feed grains 

1965/66 
1966/67 
1967/68 p. 
1968/69 e. 

Wheat 

1965/66 
1966/67 
1967/68 P• 
1968/69 e. 

Unit 

: Mil. tons 
: Mil. tons 
: Mil. tons 
: M:U. tons 

: Mil. bu. 
: MU. bu. 
: Mil. bu. 
: Mil. bu. 

Tabl.e 2 .--Supply-distribution and season average prices of selected major 
crops, 1965/66, 1966/67, 1967/68, and 1968/69 

: : : : 
: Beginning : : Produc- : Total 
: stocks : Imports : tion : supply 

54.8 
42.1 
37.1 
49.0 

817.3 
535.2 
425.0 
537.2 

0.3 
.3 
.3 
.3 

·9 
1.7 
1.0 
1.0 

157.4 
157.6 
175.1 
174.4 

1,315.6 
1,311.7 
1,524.3 
1,6o6.o 

212.5 
ax>.o 
212.5 
223.7 

2,133.8 
1,848.6 
1,950.3 
2,144.0 

: Domestic : EXports 
• use : 

141.3 
11K>.9 
11K>.9 

731.2 
681.2 
651.1 

29-l 
22.0 
22.6 

867.4 
742.4 
762.0 

. . 
Total : Ending 
use : stocks 

170.4 
162.9 
163.5 

1,598.6 
1,423.6 
1,413.1 

42.1 
37.1 
49.0 

535.2 
425.0 
537.2 

Season 
average 
price lf 

gj1.16 
:g(1.24 
[/1.05 

1.35 
1.63 
1.39 

• Rice 
\0 

1965/66 
1966/&7 P• 
1967/68 e. 
1968/69 e. 

Soybeans 

1965/66 
1966/67 
1967/68 P• 
1968/69 e. 

Cotton 2/ 

: MU. cwt. 
: Mil. cwt. 
: Mil. cwt. 
: Mil. cwt. 

: Mil. bu. 
: Mil. bu. 
: Mil. bu. 
: Mil. bu. 

1965/66 : Mil. bales : 
1966/67 : Mil. bales : 
1967/68 p. : Mil. bales : 
1968169 e. : Mil. bales : 

1·1 
8.2 
8.5 

29.7 
35.6 
90ol 

16o.o 

14.3 
16.9 
12.5 

.7 

~ ~ 

0 
0 
0 
0 

.1 

.l 

.l 

76.3 
85.1 
89.6 

lll.6 

845.6 
928.5 
972.7 

1,064.0 

14.8 
9.6 
7.5 

84.7 Y33.o 
93.3 J/32.7 
98.1 32.9 

875.3 
964.1 

l,o62.8 
1,224.0 

29.3 
26.8 
20.1 

589.1 
612.4 
632.8 

9.5 
9.5 
9.1 

43.3 
52.0 

250.6 
261.6 
2'70.0 

2.9 
4.7 
4.2 

76.4 
84.7 

839·7 
874.0 
902.8 

12.4 
14.2 
13.4 

8.2 
8.5 

35.6 
90.1 

16o.o 

16.9 
12.5 
6.8 

4.93 
4.95 
4.92 

2.54 
2.75 
2.49 

28.14 
20.84 
25.6o 

y Dollars per bushel, except cotton which is cents pe~ ,P<JU!Ml. gj 'Price for corn. ?11 beludes the !ollowillg statistie&l 
discrepancies: 1965/66, 2.2 and 1966/67, 1.2 mil. cwt. ljj Less than 50,000 cwt. 2./ Total cotton supply includes city crop 
&nd production prior to AugUt l (em of season). 

P• Prelimi.nary e. Est~ted. 

Details may not add to totals due to rounding. 

~ 
I 

~ 

D 
1-i 

~ 
(X) 
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Prices received by farmers for 
their 1967 crop feed grains are running 
13% below those last year, which were 
the highest in a decade. Prices have 
been pressured by the large "free" sup­
plies throughout the year and more 
recently by the excellent 1968 crop 
prospects. 

Wheat supplies are large again in 
1968. Although harvested acreage is 
down this year, yields are more than a 
tenth higher--a record. Total wheat pro­
duction is estimated about 5% larger this 
season (table 2 ) • However, the total 
wheat supply is up a tenth due to in­
creased carryover. The wheat carryover 
rose this year for the first time since 
1961. 

Disappearance of wheat in 1968/69 
is expected to be slightly larger than 
in the previous season. Domestic use may 
pick up slightly due to increased wheat 
feeding. Large supplies and low prices 
may result in wheat feeding doubling from 
last year's small use, even though feed 
grain supplies are large. Another 750 
million bushel export target has been 
announced for 1968/69. But this goal may 
be difficult to attain. Supplies are 
large in most leading export countries 
and several major importing countries. 

Wheat prices are currently near 
loan rates at most markets, and producers 
are making heavy use of the loan program. 
Increased program participation this 
season is expected to lend support to 
prices. For the 1967/68 marketing year, 
wheat prices are expected to average 
between last season's $1.39 per bushel 
and the national average loan rate of 
$1.25. 

The 1968 soybean crop was estimated 
o lar er than last ear's on August 1, 
~ Both higher expected yields and 
larger acreage contributed to the in­
crease. Table 2 shows the large 1968 
crop and increased carryover are re­
sulting in a record soybean supply in 
1968/69--15% larger than last season's. 
Prices rose from November 1967 to May 
1968. Since then, they have declined 
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slightly to $2.52 per bushel in July. 
With large crop supplies, prices for 1968 
crop will likely average near the $2.50 
per bushel national average support 4ate. 

Stocks of feed grains, soybeans, 
and wheat on July 1 were all materially 
larger than a year ago. 

Grain and 
position 

TOTAL FEED 
GRAINS 

On farms 1/ 
Off farms-2/ 

Total* -

WHEAT 
On fanns 1/ 
Off fanns-2/ 

Total* -

SOYBEANS 

• . • Per-
:July l,:July l,:centage 
: 1967 : 1968 :change 
. . ;1968/67 

:---Mil. tons--- Pet. 

44 
21 
65 

53 
25 
78 

20 
19 
19 

:----Mil. bu.--- Pet. 

145 
:. 280 

425 . .. • 

228 
309 
537 

57 
10 
26 

On farms 1/ 85 120 41 
Off fanns-2/ 114 164 44 

Total* - : 199 285 43 
i/ Estirtes of the Crop Reporting 

Bon:'rd. 2 Including grain owned by 
Commodity Credit Corporation. *Details 
may not add to totals due to rounding. 

A record rice crop is in prospect 
for 1968. Farmers took full advantage 
of a 20% increase in acreage allotments 
this year. And, with slight increases 
in yields, output is expected to be up 
nearly a fourth from a year earlier·. 
Disappearance of rice, particularly 
exports, has been on the increase in 
1967/68. Grower prices have averaged 
above a year earlier since January 1968. 
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most major fresh items except cabbage 
supplies, which will probably be down 
moderately. 

Fresh vegetable harvests were 
active in late July and are expected to 
continue seasonally heavy through summer. 
Prices will probably average near levels 
of a year earlier. 

Tonnage of major processing vege­
table crops is expected to be up s~ 
stantially above last year, and a record 
canned pack is in prospect. Supplies of 
all canned vegetables are expected to 
continue in heavy supply during the 
1968/69 season. Frozen supplies are also 
likely to be record large. Processed 
vegetable prices are expected to average 
lower this season. 

Late summer potato production is 
expected to run moderately above last 
year's crop. Prices were strong in mid­
July, but quotes at some points weakened 
in late July and prices are expected to 
be seasonally low in coming weeks. Later 
in the year, however, supplies are likely 
to be below a year earlier. The fall 
crop is estimated to be down &fo. 

The 1968 fruit crop is expected to 
exceed last year's output. Fruit pro­
duction prospects are much better than a 
year ago. Increases are expected for 
both the noncitrus and citrus crops. Non­
citrus production is currently estimated 
about 15~ larger than 1967's low output. 
Brighter crop prospects in California are 
primarily responsible. In mid-July, 
prospects for the 1968/69 citrus crop 
were good. However, until the new har­
vest begins in November, fresh and proc­
essed supplies will remain tight and 
prices firm. 

Tobacco output in 1968 is expected 
to be about 71' smaller than last year. 
Acreage is down about &{e and yields are 
estimated slightly lower than last year. 
Flue-cured output is estimated 14~ less 
than that of last year, While burley pro­
duction is expected to exceed last year's 
output by around &{e. Production of Mary­
land tobe.cqo is indicated down about 'jfo. 
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Larger sugar crops are in prospect 
for 196e. The increase reflects a nearly 
3C/fo larger sugar beet crop. Sugar beet 
acreage picked up sharply. Sugar cane 
output, on the other hand, is expected 
to total near 1967 levels. 

Cash receipts totaled slightly 
above a year earlier during the first half 
of ·1968. Farmers earned 2% . more from the 
sale of farm products than they did in 
this same period last year. Most of the 
improvement came from slightly higher 
prices for farm products. The volume of 
marketings was little changed from that 
of last year. 

Livestock and livestock products 
contributed most to the first half in­
crease in cash receipts. Livestock 
prices were up 2% from a year earlier, 
and the volume of sales was also slightly 
larger. Meat animal and dairy product 
sales accounted for most of the increase 
in receipts. 

Receipts from crop marketings showed 
little change in the first half from a 
year earlier. Prices averaged 3% higher, 
but the volume of marketings lagged the 
year-~arlier pace. Grain and soybean mar­
ketings have been larger this year, but 
reduced market suP.Plies of vegetables, 
tobacco, cotton, and fruit have been more 
than offsetting. 

Market supplies of farm products 
are expected to continue large during the 
rest of the year. Although demand expan­
sion may slow someWhat, farm prices in 
the last half of 1968 may average around 
those of a year earlier. As a result, 
cash receipts for all of 1968 are ex­
pected to better year-earlier totals. 

Direct Government payments totaled 
below a year earlier during January-May 
1968. However, for the year, payments 
are estimated to be about $300 million 
higher. Higher direct payments this year 
are due to increased feed grain diversion. 

Although gross farm income was 
slightly larger in the first half, pro­
duction expenses have continued their 
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persistent uptrend. As a result, the 
gain in realized net income was around 
2 to 3% above a year earlier, and a small 
gain is indicated for the year as a 
whole. 

SharplY advancing prices for most 
production and capital items continue 
to restrict farmers' incomes in 1968. 
During April-June, farmers paid higher 
prices for most purchased items compared 
with a year earlier. Showing sharpest 
price increases were building materials, 
feeder livestock, motor vehicles, farm 
machinery, and seed. Prices declined 
for purchased feed and fertilizer. 

Hig!ler farm wage rates continued· 
in the second quarter. On July 1, the 
coMposite farm. wage rate stood at $1.18 
per hour, up "F/o from a year earlier. 
However, fewer hired workers on farms 
were about offsetting on the total wage 
bill. 

Farm machinery shi ments { exclud-
ing tractors averaged lower in value 
during January-May 19 compared with a 
year earlier. Apparently, many farmers 
are shifting to considerably larger har­
vesting equipment. For example, sales 
of large self-propelled combines ($11,000 
and over) were up two-thirds from a year 
ago during January-May, according to the 
Farm and Industrial Equipment Institute. 
Equipment selling for less showed de­
cli?es from a year earlier. 

The value of wheel tractor ship­
ments through May totaled 3% below that 
of a year earlier. Higher tractor prices 
and larger horsepower units helped offset 
a 13% smaller volume of shipments. 

AUGUST 1968 

Farm real estate values climbed 
hig!ler in early 1968. The value of farm­
land and buildings totaled fl/o above a 
year earlier on March 1, 1968. Land and 
buildings averaged $178 per acre on this 
date. Although interest rates have been 
high, and farm incomes in 1967 were down 
from a year earlier, the value of farm 
real estate trended upward about in line 
with increases in recent years. The 
largest gains in value were noted in the 
Delta States and Southern Plains; smaller 
advances occurred in the Lake States and 
Corn Belt. 

Because of tight credit conditions, 
seller financing, primarily instalment 
contracts, has expanded recently. 

Farmers purchased the major portion 
of farm real estate transferred, prima­
rily for farm enlargement. Last year, 
about ~~ of total farm acreage changed 
hands. 

RECEIPTS FROM FARM MARKETINGS* 
IIIL. DOLLARS 

40 I' 
,_/ 

I r v 
~ 

36 

32 

28 

24 
1950 1953 1956 1959 1962 1965 1968 
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GENERAL ECONOMIC SITUATION 

Tbe U.S. economy maintained its 
strong pace through the second quarter 
as total expenditures and personal in­
comes rose substantially. Although con­
sumer spending slowed from its first 
quarter record advance and inventories 
rose considerably, real output and 
employment continued at high levels. 
Production, strengthened by manufacture 
of automobj~es and fabricated metal prod­
ucts, ro.se 1% for the quarter and aver­
aged about 6% above a year ago~ Civil­
ian employment reached the 76 million 
mark. The workweek in May and June for 
n~ufacturing production workers reached 
the highest level since September 1967. 
June, however, saw a rise in the unem­
plqy.ment rate from 3.5% to 3.8% but this 
was mostly the result of the entrance of 
teenagers and young adults into the la­
bor force. 

Tbe outlook for major components 
of demand appears less strong in the 
coming months. LegiSlation passed by 
Congress in June reduces proposed Federal 
Government expenditures and increases 
income taxes. This action is designed 
+.c ~::.ow price increases by moderating 
demand expansion. Personal ·consumption 
expenditures already moderating in the 
second quarter are expected to advance 
less rapidly due to a slower advance in 
disposable personal incomes. Gross pri­
vate investment may level off if sales 
slow and after-tax corporate profits de­
cline. The high inventory accunrulation 
which took place in the second quarter 

J./ All quarterly data are seasonally 
adjusted annual rates unless otherwise 
noted. 

GNP AND UNEMPLOYMENT 
% % UNEMPLOYMENT 

---t-----'-i 6 

4 ---+------1 4 

2 

o~----~----~----~----~----~--~0 

-2L__L __ L__l __ ~~--~~--~~--~~--~ 

1958 '60 '62 '64 '66 '68 '70 
*cHANGE FROM PREVIOUS YEAR. 0GROSS NATIONAL PRODUCT IN 1958 DOLLARS. 

U.S. DEPARTMENT OF AGRICULTURE NEG, ERS 570tl·68 (8) ECONOMIC RESEARCH SERVICE 
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may take time for industry to absorb. 
Steel production, for example, will be 
reduced. A low capacity utilization rate 
in manufacturing industries, currently 
running about 84%, will reduce incentives 
for new plant and equipment. Slower de­
mand expansion may cause some rise in 
the unemployment rate as the labor force 
and productivity continue to grow. 

A ·slowdown in general demand may 
result in an easing of monetary markets 
and an improvement in prospects for resi­
dential construction. Moreover, a 
cooling of inflationary pressures should 
improve our foreign trade balance and 
strengthen the international position of 
the dollar. 

Tbe Nation's gross natiqnal prod­
uct (QNP) rose $20.4 bil1ion to $851.6 
billion according to preliminarY data. 
This increase, about the size of' -t.~e re­
cord first quarter advance, represented. 
the fourth consecutive substantial quar­
terly gain following a slowdown jn the 
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first half of 1967. GNP averaged 9% 
higher than in the April-June period a 
yco.r ago. 

?rice increases accounted for 
nearlY half of the GNP rise in the s~cond 
quarter, The 2~ overall GNP increase 
from the first quarter was composed of a 
1% quarterly price advance and 1~ quar­
terly gain in real output (GNP measured in 
constant 1958 prices). Prices, which have 
been rising substantially since 1965, rose 
almost twice as fast during the second 
quarter this year as over the same period 
in 1967, The consumer price index from 
May to June climbed 0.5%, the largest 
monthly advance since a similar rise in 
February 1966. Most of tre consumer price 
second quarter rise was in nondurables 
and services, including mortgage interest 
and other homeownership costs. 

the wholesale price index edged 
forward throughout the second quarter 

Ratio Scale 
1958=100 
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General Price Index • 
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• Ao Yt•d In Nallanallttc-Ac-11 holrc•• U.S. 0...-•~• of CoM,.,erce 
Percentages are annual rates of change between periods indicated. They ore presented to aid in 

comparing mostrert~~ntdevelopmenta with past "trends.'' 
Latetttl•twplottecl• 2nd quarter preliminary 
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and in June was 2. 3% above a year ago • 
Industrial commodity prices were fairly 
steady throughout the quarter. The COP"" 

per strike and lumber shortage had caused 
industrial prices to rise rapidly during 
the winter and spring months. 

An acceleration in the inventory 
buildup made up a large portion of the 
rise in GNP during the second guarte~. 
Inventories in the last 3 months grew by 
$10.0 billion, $7.9 billion more than in 
the first quarter. Inventories expanded 
as consumers moderated their rapid first 
quarter spending spree and manufacturers 
hedged against possible labor strikes in 
steel and other materials. The advance 
in inventory accumulation was widespread, 
with manufacturing, wholesale, and retail 
industries reporting higher stock accumu­
lation in both durable and nondurable 
goods. Dealers' stocks of automobiles 
advanced sha~ly in the second quarter to 
near-record levels. 

The role of inventories in the 
overall GNP increase was a reversal of 
the first quarter situation in which the 
expansion of consumer spending went far 
beyond sales expectations. In terms of 
final sales (GNP excluding inventory 
change), the second quarter showed an 
increase of $12.5 billion, or about half 
as much as the gain in the first quarter. 

%~--------------~ 
RATIO, OUTPU'I' TO CAPACITY 

95 
Manufacturing 
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other components of gross private 
domestic investment did not fare so well 
in the second quarter. Business nonresi­
dential fixed investment outlays decreased 
from $88.6 billion in the first quarter 
to $87.9 billion for its first decline 
in a year. Expenditures for producers' 
durab~e equipment held steady, but those 
for structures declined. This overall 
decline ran counter to several surveys of 
busines~en's intentions which had pre­
dicted further increases for new plant and 
equipment. After-tax co~orate profits, 
which had risen throughout 1967, declined 
in the first quarter of 1968 as a result 
of the tax surcharge effective January 1, 
1968. This decline along with the fairly 
low capacity utilization rate and a tight­
ening money market apparently curtailed 
same expansion plans. 

GNP and final sales, change 
from previous q~ter 

Final Inven-
Year GNP sales tory 

change J./ 
:- - - - Bi.l.t dol~- - - - -

1966: I 18.4 17.2 1.2 
II 12.0 7-5 4.5 

III 12.9 15.5 -2.6 
IV 14.9 7.9 7.0 

1967: I 4.0 15.4 -ll.4 
II 8.0 14.1 -6.1 

III 15.1 12.1 3.0 
IV 15.7 12.7 3.0 

1968: I 20.2 26.4 -6.2 
gj II 20.4 12.5 7-9 

1/ Represents the difference in tne 
rate of change in business inventories. 
For example, the change in business inven~ 
tories in the second quarter of 1968 
($10.0 billion) less the change in the 
first quarter of 1968 ($2.1 billion) 
equals plus $7.9 billion. 

?./ Preliminary. 
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Major GNP components, change 
from previous quarter 

1968 

Item 1st : 
qtr.: 

:- -Bil. 

2nd 
qtr. l./ 
dpl.- -

Total change in GNP ••••• : 20.2 20.4 

Consumption ••••••••••• : 17.2 8.2 

Private nonresi­
·a.entia.l fixed 
investment ••••••••••• : 3.6 -.7 

Housing •••••••••••.••. : .6 .4 

Inventory gj ......•.•. : -6.2 7.9 

Net exports ••••••••••• : -1.9 -.6 

Government •••••••••••• : 7.0 5.1 

1/ Preliminary. 2/ See footnote ~/, 
text table previous-page. 
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Residential construction continued 
to adyance in the second quarter with a 
slight gain. This increase occurred de­
spite extremely high mortgage interest 
rates. Both housing starts and permits, 
advance indicators, have been declining 
in this period. This suggests that such 
construction outlays may decline in the 
coming quarter. Rising prices due to 
increased construction costs and rising 
demand may continue to keep residential 
construction expenditures climbing de­
spite a downturn in volume. A number of 
measures are being undertaken to relieve 
the tight mortgage credit situation facing 
the housing industry. The 81110U1lt of re­
serve required for the savings and loan 
building associations, for example, has 
been lowered. Many State Governments have 
changed their interest rate laws to accom­
odate builders and home buyers. 

An extra $600 million held by sav­
:Lngc and loan associations will probably 
be freed for mort cage lending because of 
the recerve requirements change adopted 
by the Federal Home Loet.n Bank Boa.rd. 

Table 4.--Change from previous quarter in selected measures 
of personal income and spending 1966-III to 1968-II 

~Billions of dollarsl seasonally adJusted annual rates~ 

1966 1967 1968 
Item 

III IV I II III IV I II 1:.1 

Total personal income ........ : ll.8 12.4 10.3 6.8 12.1 ll.5 17.5 15.4 
Wages and salaries ......... : 9.6 7.4 6.1 4.3 8.7 10.1 ll.9 9-3 

Manufacturing ............ : 2.7 2.5 .3 -.2 2.3 2.5 4.1 2.6 
Nonmanufacturing ••••••••• : 4.1 2.7 4.0 2.7 4.2 4.2 5·6 4.5 
Government ........•....•. : 2.9 2.1 1.9 1.6 2.2 3·5 2.2 2.2 

Transfer payments • 0 •••••••• : 2.0 3-3 3.2 ·9 ·1 .8 2.8 2.6 
Personal tax payments ........ : 2.1 2.4 1.3 -.4 3·5 2.0 2.7 3-5 
Disposable personal income .... 9·9 10.0 8.8 7-3 8.5 9.6 14.8 11.9 
Personal consumption 

4.4 9.4 6.7 8.2 expenditures . 8.2 7.2 5.2 17.2 ......•..••...••. 
I>ura.bleo•••o••••••••••••••••! 2.8 .1 -1.3 3.6 -.3 1.1 4.8 1.9 
Nondurable •••••••••••••••••• : 2.0 1.0 3.6 2.4 1.1 2.0 8.1 1.7 
Services•o••••••••••••••••••= 3.3 3-3 4.9 3.4 4.3 3.7 4.3 4.5 

Personal savings ............. : 1.5 5·2 1.6 -2.7 3·5 2.9 -2.6 3.6 

];,/ Preliminary. u.s. Department of Commerce. 
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EXPenditures for services provided 
over half the gain in personal consumer 
spending. This, in fact, was the only 
major category of consumer spending that 
equaled its first quarter gain. Automo­
bile sales provided a source of strength 
for durables. The gain in expenditures 
for nondurables, however, was very small 
by recent comparisons, with sizable gains 
in food and beverages offsetting declines 
in gasoline.and oil and other categories. 

Consumers spent substantially more 
for food in second quarter 1968 than they 
did last year. Retail food expenditures 
in April-June totaled 7% above those of 
a year earlier. £/ The rise in food 
spending from the first to second quarter 
was about in line with the previous quar­
ter's rapid advance. Current prospects 
indicate considerably slower consumer in­
come gains in the second half of 1968. 
As a result, only a small increase in 
food expenditures is expected for the 
rest of the year. 

AUGUST 1968 

1~tail food prices rose slightly 
more than 1% from the first to second 
quarter; compared with a year earlier 
they were nearly 4% higher. Most of the 
increase this year has been due to high-
er farm prices for beef, fruit, vegetables, 
and dairy products. For the rest of the 
year, retail food price increases are ex­
pect~d to taper off. Although some gains 
may occur, they are expected to be small 
compared with those in recent months. 

Food supplies in 1968 are current­
ly estimated slightly larger than those 
of last year. Thus, per capita food con­
sumption appears about the same to 
fractionally lower. For the year as a 
whole, per capita declines are likely for 
veal, lamb, eggs, turkey, citrus fruit, 
and. some dairy products. On the other 
hand, increases are expected for beef, 
pork, potatoes, vegetables, and noncitrus 
fruit. 

gj Excluding alcoholic beverages. 

FOOD AND FARM PRODUCT PRICES 
% OF 1957-59 

100 

95 
1964 1965 1966 1967 . 1968 

*BUREAU OF LABOR STJ.TISTICS DATA. OALI.. FARM COMMODITIES (INCLUDING NONFOOD$}, 

U.S. OEPARTMENT OF AGRICULTURE NEG. ERS 4257-66 17) ECONOMIC RESEARCH SERVICE 
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Steady employment, rising wages, 
and increased social security payments 
'p;roduced a $12 billion rise in diSJ?Osable 
persona], income (DPI). Wages and sala­
ries accounted for most of the gain as 
emp~oyment and nourly earnings rose, 
while weekly hours held at 40.9. Trans­
fer payments rose $2.6 billion as social 
security benefits continued to rise. 
State unemployment insurance benefits 
significantly decreased. Although not as 
large as the record $14.8 billion in the 
first quarter, the second quarter advance 
in DPI was well over recent quarters. 

ToteJ. employment in Awil-J\Ule 
rose by a considerable amount but less 
than in the first aua.rter. All major 
industry divisions except construction 
and mining showed seasonally adjusted 
employment pickups in June. Gains took 
place in manufacturing, transportation, 

AUGUST 1968 

and public utilities, services, and State 
and local Governments. Uncertainty about 
the availability of mortgage money and 
weakness in housing starts contributed to 
th~ decline in construction employment. 

Employment rose in J4he but the 
la,bor force ;rose by a larger amount. 
Unemployment increased by about 200,000 
persons in June from a seasonally adjust­
ed rate of 2. 8 million in May. The unem­
ployment was distributed unevenly as 
teenage unemployment increased from 12.6% 
to 13.6% and the nonwhite rate rose from 
6.4% to 7 .~. For adult workers and for 
full-time workers, unemployment showed 
little change over the month. The job­
less rate for all workers aged 25 and 
over held steady at 2. 2% in both May and 
June. For married men, the unemployment 
rate was 1.7% in June, up slightly over 
the month but down from 1. 9% a year ago. 

.-------------------------------------. 
FOOD CONSUMPTION PER CAPITA 

Crop and Animal Products 

95 

85 

1920 1930 1940 1950 1960 1970 
CIVILIAN CONSUI<PTION (USING CONSTANT RETAIL PRICES AS INOEX WEIGHTS). 

A PRELII<INARY. 
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The personal saying rate continues 
to be unusually high. The consumer mod­
erated his spending in the second quarter 
and saved more of his increased income 
than he did in the first quarter. The 
rate of personal saving of disposal per­
sonal income rose from 7% to over 7~. 

A high saving rate forms a possible 
reservoir of purchasing power which could 
temper the effects of the recent personal 
income -cax surcharge in the coming quar­
ter. Moreover, businessmen may make less 
investment expenditures and cut back 
production P€cause they feel the high 
saving rate means a slower rate of 
consumption. 

Federal purchases of goods and 
seryices rose by almost $3 billion to 
$100 billion. This represents a slow­
down from the $3.6 billion gain of the 
first quarter. National defense expendi­
tures accounted for most of this gain, 
while nondefense expenditures remained 
fairly steady. The rise in Federal 
expenditures in the first quarter was 
offset by a further rise in Federal 
receipts. Larger receipts were due to 
the record high personal and corporate 
incomes in that pe:rl od as well as the 
new corporate tax rate retroactive to 
Januarly 1, 1968. This led to a slight 
decline in the Federal deficit in 
national account terms. However, the 
second quarter rise in expenditures was 
not moderated by a similar gain in 
receipts. 

BiL$..-~---------, 
FEDERAL BUDGET 

200 
(NIA Basis) 

175 Expemditures .. ········· 
"-; ..................... ··· 
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As a result of rapid advances in 
prices, interest rates, and Federal ex­
penditures, the Congress passed legisla­
tion in June reducing proposed Government 
expenditures by $6 billion in fiscal year 
1969. Possibly $4 billion of this cut 
will be reflected in national income 
account expenditures. This legislation 
also put a lo% surcharge on corporate 
and personal income taxes. Increases 
in Government receipts and a leveling 
off of Federal expenditures are expected 
to sharply reduce the Federal deficit 
in the coming year. 

The main effect of reduced Govern­
ment expenditures will be to tempe~ de­
mand pressures for scarce resources in 
a rather fully employed economy. How and 
to what degree these reductions will 
affect various components of the economy 
will depend on what programs are restricted. 

An easing of credit egrly in the 
third guarter followed the Jtine legis­
lation. Short-term interest rates be-
gan a marked turn-downward. U.S. Treasury 
bill and commercial paper rates also 
lowered. In recognition of this char'lge, 
on August 15, the. Federal Reserve Board 
approved requests from the Minneapolis 
and Richmond Regional Banks to reduce the 
discount rate to 5i% from the 5~ estab­
blished in April. The reduction was 
described by the Board as a technical 
step to align the discount rate with the 
change in these money market conditions. 
Past history indicates that normally the 
Federal Reserve System's other district 
banks will also request this reduction. 

Further tightening in monetary 
measures had been made in the second 
quarter to da.m.pen demand expansion. The 
Federal Reserve discount rate, which had 
been raised in March, was raised further 
in April to 5~. Member bank reserve 
requirements on demand deposits were 
also increased, and Federal Reserve 
open market operations were directed 
·toward limiting bank credit expansion. 
Largely as a result of these and other 
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Table 5 • --Fed~ral receipts and expenditures in the 
national income accounts, semi-annually 1966-67 

and quarterly 1968 ];_/ 

1966 1967 1968 

Description 
First Second First Second First : Second 
half half half half :quarter~ quarter 

2/ 

RECEIPTS, NATIONAL INCOME BASIS . . 
Personal tax and nontax •••••••••• : 59.4 63.9 65.6 69.0 72.0 74.9 
Corporate profits tax accruals ••• : 32.3 32.5 30.4 31.5 37.0 37·9 
Indirect business tax and non-
tax accru.als . ................... : 15.6 16.0 16.0 16.4 17.0 17.5 

Contributions for social 
insura.nce . •....•....•....••..... : 32.2 34.2 36.2 37.4 40.5 41.2 

Total receipts, national 
income basis ]_/ .. 139.4 146.6 148.2 154.3 166.6 171.5 

EXPENDI'IURES, NATIONAL INCOME 
BASIS 

Purchases of goods and : 
services . ........•.............. : 74.0 80.7 88.7 92.4 97.1 100.0 

Transfer payments .••••••••••••••• : 34.4 37.0 4:i..8 42.8 45.1 47.4 
Grants-in-aid to State and . . 
local Governments ••••••••••••••• : 13.8 15.0 14.8 16.4 17.7 18.3 

Net interest paid •••••••••••••••• : 9.2 9.8 10.0 10.4 11.3 11.8 
Subsidies less current surplus . . . 
of Government enterprises ••••••• : 5.2 5-7 5.0 4.7 3.9 4.1 

Total expenditures, national 
income basis ~/ 136.6 148.2 160.4 166.8 175.1 181.7 

SURPLUS (+) OR DEFICIT (-) 
NATIONAL INCOME BASIS 2.8 -1.6 -12.2 -12~6 -..,8.6 -10.2 

~/ Calendar years in billions of ~ollars, seasonally adjusted annual rates. 

gj Preliminary. 

i/ Totals may not add due to rounding. 

u.s. Department of Commerce. 
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restrictive measures, short- and long­
term interestrates rose in the April­
June period. 

Money stock continued to grow 
duri~ the first half of 1968 at about 
the 6Mo annual rate of last year. This 
reflects the increased need associated 
with rapid economic expansion that has 
taken place in the first two quarters. 

% 
CONSTANT DOIJ..AR GNP 
(Change From Previous Quarter) 

8 

4 

0 

-4 
1966 1967 1968 

%~----~--------~ 
PERSONAL SAVING RATE 

6 

AUGUST 1968 

State and local Goyernroent pur­
chases increased $2.2 billion in the 
second quarter, continuing their long­
term trend.· In the first quarter, a large 
increase in construction had resulted in 
an unusual $3~ billion jump. The ability 
of the State Governments to secure rev­
enue from a slowing economy and possible 
cuts in Federal grants may limit expendi­
ture increases in the coming year. 

Bil.$ 
WAGES AND SAI..ARIES 

450 Total 

4oo 200 

350 I \ 150 
,.-------------"' 

300 1 100 

%~----------------
UNEMPLOYMENT RATE 

Married men 
2 , '\ ____ , ,__ ,,.-,,¥,_ 

'\/' 

1967 1968 
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FOREIGN TRADE 

Net exports (exports minus impo:c ;.~) 
of goods and services remained very low 
in the second quarter of 1968 following 
sharp declines in the previous two quar­
ters. Merchandise trade deficits oc­
curred in May and June on a seasonally 
adjusted basis. What was once the 
"shining knight" of the balance of pay­
ments situation, the u.s. trade surplus 
has been undependable. The 9-month cop­
per strike, the dock strike, and pre­
cautionary steel imports against a pos­
sible steel strike this August were im­
mediate causes for the reduction. How­
ever, the U.S. merchandise trade balance 
has been narrowing in every year since 
1964. In 1964, the surplus totaled $6.7 
billion; by 1967 it had fallen to $3.5 
billion. 

Bil. $.--------------, 
NET EXPORTS 

6 
Goods & Services 

/ 

4 

2 

' 0 
1966 

Bil. $r-------------, 

MERCHANDISE TRADE 
3.0 

The strong advances in the U.S. 
economy contributed importantly to the 
rise in imports in recent quarters. The 

growth in incomes . in our economy encour.., 
ages the purchases of foreign good~: 
At the same time, rising domestic prices 
make our products less attractive to cus­
tomers in other·countries. The rise in 
science and technology overseas, of course, 
has been a long-range factor lessening our 
postwar.comparative advantage in many areas. 

The u.s. agricultural trade balance 
e orts-i orts deteriorated sha l from 

a year earlier during April-June 1968. -
Although still favorable, the second quar­
ter trade surplus was less than half the 
size of that during April-June 1967 •. Both 
smaller agricultural exports and sharply 
higher imports contributed to the decline. 

U.S. agricultural trade 
balance, April-June 1967 and 1968 

:Percent-

Item 1967 1968 age 
1/ change 

l268L6z 
Mil. Mil. 
dol. dol. M:.. 

Exports •••.•••• : 1,598 1,483 -7 

Imports ••..•••• : 1,065 1,261 18 

Trade balance •• : 533 222 -58 

1/ Preliminary. 

The value of u.s. agricultural 
· exports dipped Z% below a year earlier 

3./ The value of exports is based on the 
selling price and includes inland freight 
costs, insurance, and others charg~s to 
port of exportations. The value of im­
ports is generally defined as the market 
value in the foreign country, and ex­
cludes import duties, ocean freight, and 
marine insurance. 
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during April-June 1968 (table 6 ). 
Lower prices for several major commodi­
ties and smaller overall export volume 
contributed to the decline. Reduced ex­
port values for feed grains, soybeans, 
tobacco, wheat, and fruit more than off­
set increases in dairy products, vege­
tables, cotton, and rice. 

Feed grain exports Showed the 
sharpest decline in value, dropping more 
than a fifth from a year earlier. In­
creased value of corn exports was more 
than offset by declines in value pf other 
feed grains. 

Soybean exports fell in value more / 
than a tenth from a year earlier in the 

:April-June quarter. Both lower prices 
and smaller volume were responsible for 
the drop. In Western Europe, competition 
has been keen this year from Russian sun-

. flower seed oil. However, demand for 
U.S. soybean meal has been high, result­
ing in increased exports of oil cake and 
meaJ.. 

AUGUST 1968 

The value of tobacco exports was 
off a tenth during the April-June quarter 
from a year earlier. U.S. tobacco ship­
ments to West Germany were substantiaJ.ly 
lower, explaining much of the overall de­
cline. 

Cotton exports rose in value dur­
ing April-June, as they did in the first 
quarter. · Large export quantities .are re­
sponsible for the recent increase. 

Rice exports rose from a year ear­
lier in April-June. The boost was due 
to a larger volume and higher prices. 
Although rice production is expanding in 
a number of producing countries, demand 
apparently has grown more rapidly. 

!!.§.._agricultural imports spurted 
d.uring April-June 1968. Imports rose 
·6% above those in the January-March quar­
ter, and were nearly a fifth larger than 
,in the same period a year earlier. Part 
:of the first to second quarter rise was 
1due to the settlement of the long-

Table 6 .--u.s. agricultural exports, value of major commodities, 
April-June 1967 and 1968 

CoDJDOdity 

Cotton, excluding linters . ............... 
Daicy products •••••••••••••••••••••••••. : 
Feed grains, excluding products ••••••••• : 
Fruits and preparations ••••••••••••••••= 
Soybeans •••••••••••••••••••••••••••••••= 
Tobacco, unmanufactured ••••••••••••••••= 
Vegetables and preparations •••••••••••• : 
Wheat and flour •••••••••••••••o•••o••••= 
Rice •••••••••••••••••••••••••••••••••••= 
Other ••••••••••••••••••••••••••••••••••= 

Total exports :J.I 
. 

}). Pr~lirrdnary. · 
2/ Change computed from unrounded data. 
]/ Totals may not add due to rounding. 

April-JUn.e 

1967 1968 y 

Mii. doi. · Mil. dol. 

119 125 
43 45 

240 189 
80 66 

198 171 
~1 108 
46 .49 

274 268 
87 1o4 

390 35B 

1,598 1,483 
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shoremen's strike in March. The value 
of supplementary agricultural products 
totaled higher than a year earlier due 
to increased meat, sugar, fruit, and 
vegetable imports. Complementary i terns 
such as carpet wool, rubber, coffee and 
cocoa also ran higher. 

of this year. Preliminary data indicate 
that the deficit for the second quarter 
was lower still despite the low net ex­
port balance, Special security sales to 
Canada and Germany as well as increased 
foreign purchases of u.s. investments are 
reflected in this shrinkage. This re­
verses the situation that existed in the 
fourth quarter of 1967 when this deficit 
rose considerably. 

This brightening of the balance of 
payment's picture comes at a time when c 
deterioration might affect the two-tier 
gold price arrangement, implementation of 

B11. $ r--------------. 
BALANCE OF PAYMENTS 

Official t'r Transactions 
I ' 

1967 1968 

AUGUST 1968 

the Special Drawing Rights arrangement, 
the British and French attempts to im­
prove their balances, and consideration 
of trade protection measures in a member 
of countries. 

The U.S. gold stock increased 
slightly in June, This was the first gain 
in 8 consecutive months and the largest 
single increase in 4 years. The increase 
was the direct result of the French effort 
to defend the franc, weakened by the re­
cent French disorders. It also reflects, 
in part, the decline of gold speculation 
in this past quarter under the new two­
tier system of gold prices set up by 
leading monetary nations in March 1968. 
This latter action was designed to insul-

. ate monetary gold from the commercial 
gold market. 

l/ On the liquidity basis of account­
ing which measures transactions by for­
eign private citizens as well as Govern­
ments. 

Bil.$,r------------. 
NET FLOW OF PRIVATE 
U.S. AND FOREIGN CAPITAL 

1 

-2 
1966 1968 

~.------------------------------------------------------------~ 
The Demand and Price Situation is published Februa1y, 

May, August, and N ovelnber. irlie S'\lllllllB.ry of the next is sue 
is scheduled for release November 22 and copies of the com­
plete report will be available December 2. 
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FARM PRODUCTION EXPENSES 

1958 '59 '60 '61 '62 '63 '64 '65 '66 '67 '68 '69 
U.S. DEPARTMENT OF AGRICULTURE NEG. ERS 5686-68 (7) ECONOMIC RESEARCH SERVICE 

DIRECT GOVERNMENT PAYMENTS* 
% 0 F CASH RECEIPTS ------,-------r------,----..,---------, 

FROM 
MARKETINGS 

8 

6 

4 

2 1------+---

o~~~~~~~~~~~~~~~~~~~~~ 

1933 1939 1945 1951 1957 
*sucH AS ACP, SOIL BANK, FEED CRAIN, WHEAT, AND COTTON PROGRAMS, ETC. 

1963 1969 
A196FJ FORECAST. 

U.S. DEPARTMENT OF AGRICULTURE NEG. ERS S496.-6812J ECONOMIC R[HARCH HRVICF. 
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