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the BUSINESS SITUATION

To judge from data that are still
quite incomplete, final sales appear to
be headed for a further strong expan-
sion in the second quarter, but the
advance may be a little smaller than
that in the first quarter. Inventory in-
vestment is the key uncertainty in the
assessment of second quarter develop-
ments. At this time, it does not appear
likely that another reduction in ac-
cumulation on the order of that in the
first quarter is in the offing.

The statistics that are now available
for May indicate a further weakening
in economic activity.

TO judge from data that are still
quite incomplete, final sales appear to
be headed for a further strong expan-
sion in the second quarter. However,
the overall advance in final sales—i.e.,
national output excluding inventory
accumulation—may be a little smaller
than the $14.3 billion first quarter rise.
Government purchases, which added
$3 billion to final sales in the first
quarter, are apparently declining a
little in the second. The bulk of this
substantial swing in government pur-
chases reflects the fact that the Govern-
ment pay raise resulted in a boost to
first quarter purchases that will not be
repeated in the current quarter. De-
fense purchases seem to be declining
further, and growth in State and local
expenditures is slowing due to sluggish-
ness in construction outlays. Also, the
growth of net exports and business
fixed investment seems a little weaker.
On the other hand, a reading of the
preliminary data indicates that con-
sumption spending is rising about in
line with the first quarter increase,
while residential investment is declin-

ing less than in the first quarter as a
result of some recent slowing in the
downtrend of housing starts.

Inventory investment

Inventory investment is the key un-
certainty in the assessment of second
quarter developments. The sharp first
quarter reduction in the accumulation
rate was a big drag on the expansion of
total GNP. As measured in GNP, first
quarter accumulation was at an annual
rate of only $0.8 billion, down nearly
$7 billion from the fourth quarter rate.

In terms of book values, inventory
accumulation in manufacturing and
trade fell from a monthly average of
$1.1 billion in the closing quarter of
1969 to an average of less than $400
million in the opening quarter of this
year. Some further reduction in the ac-
cumulation rate is possible this quarter,
but it does not appear at all likely that
another reduction of the magnitude of
that in the first quarter is in the offing.
While inventories may be high in rela-
tion to basic sales trends in some indus-
tries, it generally seems that high
inventory-sales ratios reflect temporary
weakness in sales rather than a funda-
mental maladjustment. Moreover, busi-
ness was quick to reduce inventory
accumulation when sales weakened.
Consequently, it appears that a heavy
accumulation of unwanted inventories
has been avoided.

According to preliminary data, the
April rise in inventory book values was
a little larger than the average monthly
increase in the first quarter. In the
absence of a drastic revision in the
April figures, a massive decumulation
on the order of $700 million in both May
and June would be necessary to effect
a reduction in the quarterly investnient
rate comparable to that which occurred

in the first quarter. In further support of
the view that another sharp reduction
in inventory investment is unlikely, the
latest OBE survey found manufacturers
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planning stepped-up accumulation in
the current quarter. (See pages 21 and
22 for full report.)

Several factors may have helped to
restrain inventory accumulation during
the recent economic slowdown. Credit
scarcity, high interest rates, and re-
duced liquidity probably induced busi-
ness to pay particularly close attention
to inventory holdings. Also, the fact
that the national policy to achieve a
gradual slowdown in economic activity
was well publicized may have enabled
the business community to plan prompt
and orderly inventory adjustments.

Consumer spending continues strong

Nearly all the expansion in current
quarter final sales appears to be coming
from personal consumption expendi-
tures. Although the overall rise in
consumer expenditures is likely to be
similar to that in the preceding quarter,
the preliminary figures on retail sales
suggest less buoyancy in spending for
nondurables and some modest recovery
in spending for durables; expenditures
for services are continuing to rise in
line with recent trends. Spending for
durables, which declined $1 billion in
the first quarter, may show a small plus
in the second due largely to some
pickup in automobile purchases. Pur-
chases of domestic-type models fell from
8 seasonally adjusted annual raté of
8.2 million units in the fourth quarter
of last year to a 7.5 million unit rate in
the first quarter of this year; through
early June the second quarter rate has
averaged 8 million units.

Because the business community has
lowered its sights on expected capital
spending, the strength of the economic
outlook for the balance of 1970 hinges
heavily on the strength of consumer
spending. As is well known, the recent
increases in Federal employees’ pay
and in social security benefits gave a
big boost—about $12 billion at a
seasonally adjusted annual rate—to
second quarter personal income. More-
over, the expiration of the income
surtax on June 30 is expected to raise
spendable income by about $4 billion
at an annual rate, and an additional
$1% Dbillion increase will occur at
midyear when tax withholdings are
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lowered to reflect the increase in the
personal exemption, These large in-
creases, which far outweigh the weak-
ness thus far shown in private payrolls,
can be expected to bolster consumer
spending, but the extent to which
spending will accelerate remains a
significant uncertainty. Recent survey
results showed a continuation of the
year-long decline in the strength of
consumer willingness to buy. Moreover,
consumers were reported to have given
no indication that the deterioration in
sentiment was at a turning point,
despite the significant additions to
their spending power.

1970 capital spending plans reduced

The OBE-SEC May survey of busi-
ness plans for capital investment points
to continued spending growth through
the third quarter, with little change in
the fourth. (Results are reported in
full on pages 15-20.) Compared with
the findings of the February survey,
however, the latest results show a
substantial cutback in 1970 spending
(chart 1). The cutback centers in
manufacturing, with numerous reduc-
tions in both the durables and non-
durables sectors. Outside manufactur-
ing, substantial reductions were re-
ported in the 1970 programs of the
railroads and of other ground trans-
portation firms. Airlines and utilities
reported large upward revisions, how-
ever, and the total 1970 spending
expectation of nonmanufacturing in-
dustries was raised modestly. As a
consequence of the revisions, the ex-
pected percentage growth of nonmanu-
facturing outlays this year is far
greater than that expected for manu-
facturing; in February, the growth
expectations of the two broad sectors
were quite similar.

In the industries reporting reductions
in the amounts expected to be spent in
the year as a whole, first quarter spend-
ing was below expectations. That short-
fall, however, only partially accounts
for the reductions in the full year totals;
the survey shows that industries report-
ing such reductions have generally re-
vised down not only the amount of
spending expected during the remainder
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of the year, but also the rate of spending
growth in that period.

Spending shortfalls in the first quar-
ter were widespread, and affected even
industries whose plans for the full year
remain strong. In fact, the gap between
actual and expected spending growth
in the quarter was wider for nonmanu-
facturing as a whole than for manu-
facturing, but the expectations of the
nonmanufacturing group regarding
spending growth in the remainder of
the year have strengthened substan-
tially since February. The strongest
nonmanufacturing industries are the
electric utilities—which are suffering
from serious pressures on capacity—
and the airlines. The electric companies
reported a first quarter spending rise
much smaller than they had expected—
a development perhaps related to the
prolonged strike at General Electric—
but they have sharply raised their
expectations for the rest of the year.
The airlines’ first quarter spending was
on target, but they, too, have substan-
tially raised their expectations for the
rest of the year.

Manufacturers, taken together, ex-
pected in February that spending would
rise modestly in the first and second
quarters, to be followed in the second
half by a steep advance centered in
nondurables. The May survey found
not only that first quarter spending was
well below expectations but that little
growth is expected for the rest of the
year. In percentage terms, the steepest
reductions in 1970 programs are in the
nonelectrical machinery, stone-clay-
glass, textile, and chemical industries.

Though cutbacks in manufacturing
were widespread, there were exceptions.
In three industries—electrical machin-
ery, food, and paper—first quarter
spending exceeded expectations, with
no change reported in the amount
planned to be spent in the rest of the
year.

The sizable cutback in 1970 spending
shown by the May survey was not
unexpected. It was noted 3 months
ago that the strength reported in the
February survey was somewhat sur-
prising, given high interest rates, credit
scarcity, cutbacks in sales and produc-
tion, and an intensifying squeeze on
profits. In the light of later develop-
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ments, it would not be altogether
surprising were some industries to make
further reductions in 1970 spending
progras.

May Developments

Industrial production turned in a weak
performance last month. Following 3
months in which small and mixed
changes held overall output virtually
stable, the Federal Reserve index fell
0.8 percent, the largest drop in 6
months, The index has now registered
a decline in 8 of the last 10 months and
stands 3 percent below its peak last
July.

The May decline, which was partly
related to strikes in the trucking and
'rubber industries, was widely diffused.
Production of nondurable goods, which
had held up fairly well over the past
10 months, fell nearly as much as did
durable goods production. In the
durables sector, moreover, significant
‘cutbacks were recorded by all major
industry groups with the notable ex-
ception of the automobile industry.
Auto assemblies, which had been
generally exerting substantial down-
ward pressure on overall production
since last fall, rose 15 percent in May,
~and a further increase is scheduled for
June. While this pickup in auto produc-
tion no doubt reflects expectations of
improved sales, it may also reflect
action taken in anticipation of possible
work stoppages in late summer. Among
the market groupings, production in
‘May was off moderately for materials,
and rather sharply for business and
defense equipment; consumer goods
production was unchanged.

‘ Labor demand slackens

Weakness in labor markets was also
pervasive in May. After posting sub-
stantial gains during the first 4 months
of this year the civilian labor force de-
clined and employment, which had

. shown mixed changes and very little
growth since yearend, dropped sharply.
The number of unemployed continued
to rise and the unemployment rate
moved up from 4.8 percent in April to
5.0 percent in May (chart 2). This

. marked the fifth consecutive increase
in the rate, and the rise from 3.5 percent
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last December is the sharpest for a
5-month span since the late 1950’s.
The weakness in labor markets was
also clearly reflected in last month’s
sharp decline in nonfarm payroll em-
ployment. The number of jobs in non-
farm establishments fell 270,000 in May,
seasonally adjusted. This followed a
decline of 130,000 in April and an
average increase of nearly 140,000 in the
first quarter of this year. Although
strike activity in construction and man-
ufacturing accounted for roughly one-
third of the May cutback, the
weakness was broadly based. Employ-
ment declined in construction, manu-
facturing, and trade, and was little
changed in the service-type industries.

IR CHART 2
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Only State and local governments re-
corded any noticeable increase, and
that was partly due to the return of
strikers.

The bulk of last month’s employment
decline centered in manufacturing,
where reductions were recorded by
nearly all the industry groups. Employ-
ment in durable goods industries, which
has been weak since last fall, fell
130,000. Employment in nondurable
goods industries, which had been hold-
ing up well, registered its first sharp
decline and fell 90,000. Moreover, both
the workweek and factory overtime
edged lower again in May; since year-
end, the workweek has declined 0.8
hours and overtime 0.6 hours.

Personal income

Personal income in May fell $7%
billion, at a seasonally adjusted annual
rate, after rising an extraordinary $18
billion in April—the month in which
the Federal pay raise and higher social
security benefits entered the income
stream. A reduction in transfer pay-
ments was the major element in the
May decline; these payments fell be-
cause the retroactive payment of higher
benefits to social security recipients was
made as a lump-sum in April, swelling
that month’s income but causing an
offsetting decline in May. Employees of
the Federal Government also received
a retroactive payment as a result of
their salary increase. The retroactive
payment was spread about evenly be-
tween April and May, however, and the
offsetting decline will not be evident in
the personal income figures until June.

Last month’s slackness in labor
markets was reflected in a $3% billion
decline in private payrolls, following a
$1% billion drop in April. The May
decline was due to sharply lower wage
and salary disbursements in the com-
modity-producing industries; payrolls
were up a bit in the distributive and
service industries. Government wages
and salaries were also a little higher in
May, due to a small increase at the
State and local level.

Except for the decline in transfer
payments already noted, the nonwage
components of personal income showed
generally small changes last month.
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Price rise continues

The overall consumer price level rose
6 percent in May, at a seasonally ad-
justed annual rate, matching the pre-
vious month’s advance. The rise in food
prices accelerated a little, after seasonal
adjustment, but the rise for other non-
durables slowed. The index for durable
goods was boosted by an unusually
sharp rise in used car prices, which
had also been a factor in the April
advance. The rise of services prices,
on the other hand, slowed in May.
It was noteworthy that nearly all
the major groups of services showed
increases smaller than in recent months,
but there is no clear evidence to in-
dicate whether this marks a turning
point toward deceleration in the rise
of service prices.

In wholesale markets, the overall
price level rose in May at an annual
rate of about 2% percent, after showing
no change in April. Prices of farm
products and processed foods and feeds
dropped again, but the declines were

IR CHART 3
New Private Housing Units Started
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smaller than in April. The industrial
commodities index rose at an annual
rate of about 3} percent, the same as
in the 3 preceding months. There was
little change in the rate of increase for
metals and related products or for
machinery and equipment. Fuel prices
accelerated—mainly because of gasoline
price increases—and lumber prices re-
corded their second consecutive increase
after a year of decline. The price rise
for chemicals slowed, while decreases
were reported for the paper and leather

groups.

Trends in Housing Starts

Preliminary data show private hous-
ing starts running at an annual rate of
about 1.2 million units in both April
and May, down somewhat from the
first quarter average and about 25
percent below the rate reached early
last year (chart 3). During the course
of the decline, which has now per-
sisted for well over a year, there have
been some significant differences in the
behavior of various components of
total starts. It is of interest, therefore,
to review recent developments by size
of structure and by region, against the
background of earlier trends, and to
take note of recent shifts in the com-
position of mortgage credit.

Starts by size of structure

The past year has seen a substantial
drop in the start rate for both single
family homes and units in multifamily
structures. In recent years, however,
trends in those two broad sectors have
differed substantially. Starts in multi-
family structures recovered strongly
after the general homebuilding slump
in 1966, and the April-May rate in
that sector—while well below the peak
reached a year ago—was far above the
depressed level at the bottom of the
1966 decline. The rate of single family
starts, by contrast, has recently been
down to levels nearly as low as those
touched in 1966. Single starts showed
only a modest recovery after 1966,
never regaining the rate of about
970,000 per year that had prevailed
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in 1964 and 1965. Even in those 2
years, single starts were below earlier
levels. In 1959, for instance, more than
1.2 million single units were started
and the number was surely even higher
earlier in the 1950’s (although data by
structure size are unavailable for that
period). ’

The shrinkage over the years in the
number of single family starts has been
accompanied by an even sharper decline
in that sector’s share of total starts. The
large absolute and relative growth of
multifamily building in the past decade
is a phenomenon apparently related in
part to - e pressures of rising costs of
land, construction, and finance—but
also to increasing urbanization and a
population mix tending to generate rel-
atively stronger demand for apart-
ments than for homes.

In 1959, the earliest year for which
continuous data are available, starts in
multifamily structures numbered fewer
than 300,000 units and accounted for
less than 20 percent of private starts.
Last year, multifamily starts exceeded
650,000 units and accounted for about
45 percent of the total.

The boom in multifamily building in
the early 1960’s—coinciding with the
general recovery from the 1960-61 re-
cession—was extraordinarily strong..
The number of starts doubled from 1959
to 1963, but the latter year marked a
peak and the rate was falling for 2 full
years prior to the general homebuilding
slump in 1966. In the face of strong
demand, multifamily starts recovered,
swiftly and the rate climbed rapidly
until early 1969. Though it fell there-
after, the total number of multifamily
starts last year actually exceeded the
1968 total by about 8 percent.

Despite the large expansion in multi-.
family starts since late 1966, the
vacancy rate in rental housing—shich
essentially reflects apartment vacan-
cies—has been falling steadily. Through
the middle years of the 1960’s, during
and just after the earlier apartment
construction boom, the vacancy rate
held around 7} percent. It has recently
been about 5 percent, as low as at any
time since 1956 (the span for which
data are available), suggesting the
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persistence of firm demand in the
apartment market.

Mobile home expansion

Recent years have seen a large
increase in the significance of mobile
homes as a factor in the overall supply
"of new housing units. Manufacturers’
shipments of mobile homes (i.e., large
units intended to be permanently con-
nected to utilities) increased about 30
percent in both 1968 and 1969, and
last year reached a volume equal to
‘about 25 percent of total private
housing starts.

Private Housing Starts and Mobile Home

Shipments
[Thousands of units}
Starts
Mobile
home
Single Multi- shipments
family family
971 558 161
964 509 217
779 387 217
844 448 240
900 608 318
811 656 413

Source: U.S. Department of Commerce, Bureau of the
Census.

Though some of the mobile units are
intended for nonresidential use, e.g., as
field offices, it is clear that the mobiles
have recently been an important ele-
ment in the supply of new housing units.
In many cases, the purchase of a mobile
home is probably an alternative to the
purchase of a single family house; to
the extent that this is true, the mobiles
are an offset of sorts to the shrinkage
in single home starts, and an important
factor at the low end of the price range.
However, there are undoubtedly also
buyers for whom the alternative would
be an apartment.

Starts by region

In each of the Nation’s four major
regions, starts declined in 1966 and
recovered in the following 2 years. In
each region there has also been a rise
since 1966 in the multifamily share of
total starts, and a decline, of varying
duration, in the rental vacancy rate.

There are substantial differences
among the regions, however. The
Northeast has been relatively quite
weak. The post-1966 recovery there was
modest, and even starts in multi-
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family structures have remained well
below pre-1966 levels. Developments
in New York City, where an apartment
boom early in the 1960’s has been fol-
lowed by a low level of starts, evidently
contributed to the sluggishness of multi-
family starts in the region as a whole.

The West stands out from the other
regions in several respects. Starts went
through a longer decline there than else-
where—they were falling for 2 years
prior to 1966—and their subsequent
recovery lasted longer. Starts in the
West rose throughout 1969, joining the
latest downturn only in early 1970.

The timing and extent of swings in
the West has primarily reflected devel-
opments in multifamily building. The
apartment boom there in the early
1960’s was very strong. Estimated from
data on building permits, multifamily
starts in the region numbered about
100,000 units in 1959 and about 220,000
in 1963, and their share of the region’s
total starts rose over those 4 years from
about 30 percent to more than 50
percent. Though single family starts
declined in the West after 1963, the
drop in multifamily starts was pre-
cipitous: in 1966 they amounted to only
68,000 units, or 34 percent of total
starts in the region.

5

The correction in multifamily build-
ing in the West between 1963 and
1966—which was evidently a reaction
to some earlier overbuilding—laid the
basis for a strong recovery thereafter.
Multifamily starts in the region con-
tinued to rise during 1969, while single
starts held about stable; in other
regions, starts of both types were
generally falling during the course of
the year. The 1969 total of multifamily
starts in the West was 161,000 units,
well below earlier peaks but once again
equal to about 50 percent of total
starts in the region. It is noteworthy
that despite the strong growth in the
past few years, the rental vacancy rate
in the West has fallen from more than
11 percent in 1965 to less than 6 percent
recently.

In the North Central region and the
South, the strong growth in the im-
portance of multifamily starts occurred
quite recently, and contributed im-
portantly to the national strength of
such starts since 1966. In those two
regions, the multifamily share in total
starts has only lately reached the
proportions attained in the Northeast
and West in the early 1960’s. Contin-
uous data on regional starts by size are

Multifamily Starts: Number and Share in Total Private Starts

Northeast North Central South West

Number | Share | Number| Share | Number | Share | Number| Share
(000) (percent) (000) (percent) (000) (percent) (000) (percent)
107 42 113 33 159 28 180 50
107 40 136 38 159 28 107 40
79 38 99 34 139 29 68 34
88 41 123 36 155 30 81 37
94 41 146 40 244 40 124 42
84 41 166 48 246 42 161 50

Source: U.S. Department of Commerce, Bureau of the Census.
Changes in Holdings of Mortgages on 1- to 4-Family Homes
{Billions of dollars; quarterly figures at seasonally adjusted annual rates)
1969 1970
1966 1967 1968 1969

1 II 111 13% Iir
Savings and loan associations..._....____._.__ 2.9 6.0 7.2 8.0 9.1 9.5 7.4 6.1 3.2
Mutual savings banks.. ... 1.6 L8 1.4 1.4 L6 L5 1.1 1.3 .7
Commercial banks...____.. 2.4 2.4 3.5 2.6 4.3 3.3 1.7 1.2 L5
Life insurance companies. . .6 -.5 -7 —-L60 -7 —.6 —.8( —19 —-.6
FNMA. et 19 1.1 1.6 3.9 1.7 2.5 4.7 6.6 5.7
(03717 SN 11 1.6 2.3 .8 1.1 .7 11 .3 11
Total. ool 10.4 12.5 15.3 15.6 17.0 16.8 15.1 13.5 1L.7

Addendum: Savings and loan associations

Mortgages, larger structures..._.._...._... .8 .9 1.1 i1 1.2 1.2 L2 .6 .8
Total residential mortgages.._.._._.._.__. 3.4 6.9 8.3 9.1 10.3 10.7 8.6 6.7 4.0
Advances from FHLB_..._............... .9 =25 .9 4.0 2.9 3.1 53 4.8 4.4

Source: Flow of funds accounts, Board of Governors of the Federal Reserve System.
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available only from 1964, as summar-
ized in the accompanying table. Data
on building permits, however, suggest
that the multifamily share of starts in
the Northeast and West was already
fairly high—about 30 percent—in 1960
and rose in the following few years to
proportions about the same as those
recorded in 1969. In the North Central
region and the South, however, the
share was around 10 percent in 1960
and has been rising quite steadily since.

Suppliers of mortgage credit

A striking development in the mort-
gage market over the past year or more
has been the sharp growth in the role of
the Federal National Mortgage As-
sociation (FNMA) and the Federal
Home Loan Banks (FHLB). The activ-
ities of these agencies relate principally
to mortgage financing for 1- to 4-family
homes.

Continued on Page 53

Federal Budget Revisions

Revised estimates of Federal receipts
and expenditures for fiscal years 1970
and 1971 were released in mid-May by
the Bureau of the Budget. Since the
upward revisions in expenditures exceed
the projected yield from tax measures
proposed since the February budget,
the new data suggest that fiscal policy
will be moderately less restrictive than
had been indicated in the budget.

For fiscal 1971, the revised estimates
show a $1.3 billion deficit in the unified
budget as compared to a $1.3 billion
surplus previously projected. Receipts
are estimated at $204.3 billion, $2.2
billion above the February figure. Two
tax proposals not included in the earlier
estimates—acceleration of estate and
gift tax collections and a tax on lead
used in the manufacture of gasoline—
are projected to add over $3 billion to
receipts. On the other hand, receipts
from other sources are expected to fall
about $1 billion short of the February
estimates, although the assumed level
of economic activity underlying the
1971 revenue estimates has not been
changed significantly.

Expenditures were revised upward by
$4.8 billion, to $205.6 billion. About half

SURVEY OF CURRENT BUSINESS

June 1970

Unified Budget Receipts and Expenditures Fiscal Years 1970 and 1971

[Billions of dolars]

I
1970 estimate 1971 estimate
Feb. May Change Feb. May Change
budget revision budget revision
Receipts. ... ... ... 199, 4 196. 4 -3.0 202.1 204. 3 2.2
OULIAYS . ool 197.9 198.2 .3 200.8 205. 6 48
Surplus or defieit (=) ... __________ L5 —18 -3.3 1.3 ~-1.3 —2.6

of the revision is in relatively uncon-
trollable items such as interest ($1
billion), unemployment benefits (314
billion), and farm price supports ($%4
billion). The largest increase—about
%115 billion—results from the Federal
pay raise having been granted effective
December 27, 1969, about a full year
earlier than the date assumed in the
February budget. Other increases are
principally associated with federally
assisted construction, education, and
housing. None of the advance is at-
tributable to military operations; the
upward revision in fiscal 1971 Depart-
ment of Defense military outlays is
due entirely to the earlier effective date
of the pay raise.

For the fiscal year ending this month,
a deficit of $1.8 billion is now projected,
as compared to a $1.5 billion surplus
estimated in February. The overall
shift of $3.3 billion is chiefly due to the

$3 billion reduction in the estimate of
corporate income  tax
Changes in other types of receipts and
in total outlays are largely offsetting.
On a national income accounts (NIA)
basis, small surpluses were projected
in February for both fiscal years; the

collections. .

May estimates show a smaller surplus.

for 1970 and approximate balance for
1971. Much of the upward revision in
fiscal 1971 NTA expenditures centers in
grants-in-aid and interest. NIA receipts
were revised more than unified budget
revenues for fiscal 1971 largely because
the recovery in profits that is assumed
in the May estimates is expected to
increase liabilities more rapidly than
collections. (Corporate taxes are re-
corded on a liability basis in the national
income accounts but on a cash collec-
tions basis in the wunified budget.)
Details of the NIA data are shown in
the accompanying table.

Revisions in Federal Reeceipts and Expenditures, National Income Accounts Basis, 1970-71

(Fiscal years, billions of dollars)

1970 estimate 1971 estimate
Feb. May Feb. May
budget revision budget revision
Federal Government receipls_- . _ ... .. oo ecaoo. 201.8 200.8 205.4 208.7
Personal tax and nontax receipts. - ... ... __ 95.8 95.5 93.6 94.6
Corporate profits tax aceruals. . o 38.8 37.9 38.4 38.7
Indirect business tax and nontax accruals - 19.1 19.1 20.5 22.3
Contributions for social insurance. ... ool 48.3 48.3 52.9 53.1
Federal Government expenditures. ... ... oo o.oo.. 198.1 199.3 203.8 208.6
Purchases of goods and services... 100.8 101. 2 96.6 97.9
National defense. 71.9 78.9 72.1 73.0
22.8 22,3 24.5 24.8
Transfer payments.... 56.9 56.4 65,0 65,1
To persons 54.7 54.5 62.8 63.0
To foreigners (net) 2.2 2.0 2.2 2.1
Grants-in-aid to State and local governments. ... ... ... ... 22.4 22.9 24.8 26.7
Net interest paid. ... ciicacicaiaeaa- 13.6 14.1 13.3 4.2
Subsidies less current surplus of government enterprises.._..__._..... 4.5 4.7 4,1 4.6
Surplus or deficit (—), national income and product accounts. . ... 3.6 1.5 1.6 .1

»

Sources for May revision: “Revision of the Fiscal Year 1970 and 1971 Budget Estimates,” Bureau of the Budget, and

U.8. Department of Commerce, Office of Business Economics.
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I CHART 4

e |n May: Unemployment rate reached 5 percent, the highest since early 1965

° Nonfarm payroll employment declined by 270,000 and weekly hours edged downward
L Wholesale prices up a little, after holding steady in April
TOTAL PRODUCTION THE LABOR MARKET PRICES
Billion $ Million Persons Percent
1,000

950

900
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* Seasonally Adjusted  * * Seasonally Adjusted at Annual Rates

U.S. Department of Commerce, Office of Business Economics 70-6-4
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CHART 5
e In May: Housing starts little changed, permits up sharply again
° Sale