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A Source of Funds for 
the South’s Economy

G r o w t h  o f  D i s t r i c t  F i n a n c i a l  I n s t i t u t i o n s

The South’s economy has expanded rapidly since the end of World 
War II. This expansion could be documented, as it frequently has 
been in the past, by citing increases in production, employment, in
come, and other “real” economic phenomena. It might be more 
fruitful, however, to view an equally fascinating but somewhat 
neglected aspect of the South’s recent economic development: the 
growth in financial services and the financial institutions that pro
vide them.

Our review of the growth of financial institutions does not pur
port to be the complete story of how the South’s expanding economy 
has been financed. To tell this tale would require a full accounting 
of the flow of all funds to southern industry, commerce, and agri
culture. This would involve an analysis of all types of domestic 
institutions—those domiciled in the South—and foreign institu
tions—those located and operated in the South but with headquarters 
elsewhere. In addition, we would have to determine the amount of 
all funds imported into the area from financial centers outside. 
Many problems prevent us from neatly debiting and crediting all 
the economic accounts in one writing.

It would be well, therefore, to make one thing clear at the start. 
Our analysis of the growth of financial institutions will deal with 
commercial banks, life insurance companies, savings and loan asso
ciations, credit unions, and consumer finance companies domiciled 
in Alabama, Florida, Georgia, Louisiana, Mississippi, and Tennessee, 
all or parts of which make up the Sixth Federal Reserve District.

One might ask why, at this late date, we are dredging up musty 
old statistics on the postwar growth of domestic financial institu
tions. Do the data simply provide “nickel knowledge,” interesting 
but useless facts? The answer is that the domestic financial institu
tions provide a very important source of funds for the financing of 
the District’s economy. It is imperative, therefore, to review from 
time to time changes in the different types of institutions within our 
financial structure and to determine what has happened to their 
capacity to provide funds for various purposes.

We have spoken of a “local” financial structure. It should be 
emphasized, however, that the institutions operating within the Dis
trict are linked with the national financial system in a variety of 
ways. Commercial banks located in the District have correspondent 
relations with banks in the large financial centers outside the Dis
trict. Foreign insurance companies and consumer and sales finance 
companies are, of course, in close contact with their head offices 
which frequently operate on an interstate basis. More importantly,Digitized for FRASER 
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however, District financial institutions of all types respond 
to national money market changes, reflecting variations in 
the supply and demand for funds as well as changes in 
the credit policy of the Federal Reserve System.

A Decade of Growth
The assets of financial institutions—insured commercial 
banks, insured savings and loan associations, legal reserve 
life insurance companies, and credit unions—domiciled 
in the Sixth District states expanded greatly from 1947 
to 1957. During this period, their number increased from 
2,415 to 3,974, and their combined assets rose from $11.2 
billion to $23.7 billion. This rise in assets about matched 
the growth in District personal income, which also in
creased about twofold. The growth in financial institu
tions, therefore, reflects the District’s expanding economy. 
As the need for financial services has developed, institu
tions have grown and evolved to serve them.

Selected Financial Institutions Domiciled in 
Sixth District States

1947 and 1957

Income and Assets1 Savings2

includes total personal income and combined assets o! insured 
commercial banks, insured savings and loan associations, legal 
reserve life insurance companies, and credit unions, 

includes time deposits at commercial banks, savings capital at 
savings and loan associations, and share capital at credit unions.

Needs, however, are constantly changing. Shifts take 
place in both the nature of credit demands and in the 
quantity and kinds of saving that an economy generates. 
The changing flows of saving and investment are brought 
into rough alignment through the interest rate mechanism. 
Financial institutions must also adjust to changing saving- 
investment patterns. The extent to which different types 
of financial institutions successfully adapt to new condi
tions, however, depends in part upon the legal restrictions 
under which they operate and in part on their willingness 
and ability to modify their traditional roles by aggres
sively competing in the financial market. Since the eco
nomic roles of financial institutions vary, in reviewing 
their growth we will briefly describe their main functions.

Commercial Banks
Commercial banks are the predominant institutions in our 
District’s financial structure, as they are in the nation’s. 
This position results, not only because they account for 
a major share of the number and total assets of all finan
cial institutions, but also because they, alone, can create 
deposits and participate with the central bank in the ex
pansion and contraction of the money supply.

The modern commercial bank is unique in another 
way. It provides a variety of financial services in contrast 
to the relatively specialized functions of some types of 
institutions. Commercial banks receive demand and time 
deposits, and extend credit to both businesses and con
sumers, and many of them conduct a trust business. Most 
of the credit extended is of the short- and intermediate- 
term variety, but some long-term investment funds are 
provided to businesses and some mortgage funds are 
made available to consumers. They also help finance 
Federal, state, and local governments by buying their 
securities.

The total assets of all insured commercial banks in 
the District states amounted to $16.3 billion on Decem
ber 31, 1957, compared with $9.6 billion at the end of 
December 1947, a gain of 70 percent. This expansion in 
bank assets has been accompanied by an increase in the 
number of banks from 1,360 to 1,521, or an increase of 
10 percent. A major factor in the increase in the number 
of banks and in assets in the District states was the sharp 
expansion in Florida. In that state, the number of banks 
increased 50 percent and total bank assets more than 
doubled.

The rate of growth in total assets of banks in District 
states, although impressive, was slower than that of other 
financial institutions under study. When the assets of 
banks are combined with those of savings and loan asso
ciations, credit unions, and domestic life insurance com
panies, the banks’ proportion declined from 86 percent 
in 1947 to 69 percent in 1957.

The growth in the principal categories of assets pro
vides some clues as to how banks in District states re
sponded to the economy’s changing needs. Investments— 
which had expanded greatly during World War II—in
creased from $4.5 billion in 1947 to $5.9 billion in 1957, 
or about 30 percent. This increase reflected a modest 

rise in United States Government securities and a sharp 
expansion in the holdings of other securities.

Loans and discounts, however, increased from $2.3 
billion to $6.1 billion, or 165 percent, over the ten-year 
period as bank credit expanded to finance the rising ex
penditures of businesses and consumers. Loans to indi
viduals, essentially short- and intermediate-term credit to 
finance automobiles and other consumer goods and serv
ices, rose almost 300 percent. Commercial and industrial 
loans and loans secured by real estate increased some
what less sharply than consumer loans.

The expansion of bank loans and investments has been 
accompanied by a sharp growth in total deposits at banks 
in District states during the 1947-1957 period. Time de
posits, moreover, have been growing at a more rapid pace 
than demand deposits. In 1947, time deposits at District 
commercial banks totaled $1.8 billion and accounted for 
more than three-fourths of the combined savings at banks, 
savings and loan associations, and credit unions. By 1957, 
time deposits at commercial banks had risen to $3.7 bil
lion, but their share of total savings had decreased to 
about one-half.

Savings and Loan Associations
Savings and loan capital at insured savings and loan asso
ciations in District states rose by a spectacular 500 ptf' 
cent from 1947 to 1957. The ability of these i n s t i tu t io n s
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Number and Asset Value 
Selected Financial Institutions 

Domiciled in Sixth District States, 1947-57

Insured Commercial Banks and Savings and Loan Associations, 
Credit Unions, and Legal Reserve Life Insurance Companies

NUMBER OF INSTITUTIONS 
Percent

______Number Distribution
l9Jj.7 1957 1947 1957

VALUE OF ASSETS
Assets Percent 

______ ($Millions) Distribution
191,7 1957 1947 1957

Alabama 
Florida . 
Georgia . 
Louisiana 
Mississippi 
Tennessee 
District .

3 3 4  5 4 4
4 1 9  8 7 2
5 0 8  7 6 2
4 4 0  7 3 4
2 6 1  3 9 3
4 5 3  6 6 9

2 ,4 1 5  3 ,9 7 4  1 0 0  1 0 0  1 1 ,1 5 9 .8  2 3 ,7 4 6 .5  1 0 0  1 0 0

1 4  1 4  1 ,4 9 9 .1  2 ,7 7 0 .5
17  2 2  2 ,1 2 4 .2  6 ,7 5 0 .0  
21  19  2 ,0 2 6 .0  3 ,8 6 4 .3
18  18  2 ,0 1 2 .2  3 ,9 9 5 .9  
11 10  8 9 7 .6  1 ,4 7 3 .6
19  17  2 ,6 0 0 .7  4 ,8 9 2 .2  2 3  21

14  12
19  2 8
18  1 6
18 17
8 6

Insured Commercial Banks

NUMBER OF INSTITUTIONS
Percent 

Number Distribution
1947 1957 1947 1957

VALUE OF ASSETS
Assets Percent 

($Millions) Distribution
1947 1957 1947 1957

Alabama 
Florida . 
Georgia . 
Louisiana 
Mississippi 
Tennessee 
District .

2 1 9  2 3 9  
1 8 0  2 6 5  
3 1 1  
1 5 9  
202

16  16
13 17

3 5 3  2 3  2 3
12 12
15  13
2 1  19

1 81
1 9 2

2 8 9  2 9 1  
1 ,3 6 0  1 ,5 2 1  1 0 0  1 0 0

1 .3 4 1 .2
1 .8 1 6 .7
1 .8 0 1 .5
1 .7 3 5 .8  

8 3 4 .6
2 .0 5 8 .5
9 .5 8 8 .3

1 ,9 4 9 .2
4 ,3 9 3 .7
2 .7 5 1 .1
3 .0 0 2 .1
1 .1 6 5 .2  
3 ,0 5 4 .4

1 6 ,3 1 5 .7

14
19
19
18

9
21

100

12
2 7
17
18  

7
19

100

Insured Savings and Loan Associations

NUMBER OF INSTITUTIONS
Percent

Number Distribution

VALUE OF ASSETS
Assets Percent

($Millions) Distribution
1947 1957 19U7 1957 19^7 1957 1947 1957

A la b a m a 2 6 3 5 10 10 4 1 .4 2 8 1 .0 6 7
F lo r id a  . . 4 9 9 4 2 0 2 5 2 2 9 .9 1 ,9 7 7 .7 3 3 4 6
G e o r g ia  . . 51 83 2 0 2 2 1 4 7 .0 7 5 2 .4 21 17
L o u is ia n a  . 6 7 81 2 7 2 2 1 6 3 .1 6 3 9 .3 2 3 15
M iss is s ip p i . 2 3 3 4 9 9 2 2 .9 1 8 8 .5 3 4
T e n n e s se e  . 3 5 4 6 1 4 12 9 7 .3 4 9 2 .1 14 11
D is tr ic t  . . 2 5 1 3 7 3 1 0 0 1 0 0 7 0 1 .6 4 ,3 3 1 .0 1 0 0 1 0 0

Credit Unions

NUMBER OF INSTITUTIONS 
Percent

Number Distribution

VALUE OF ASSETS
Assets 

($Millions)
Percent

Distribution

A la b a m a  
F lo r id a  . 
G e o r g ia  . 
L o u is ia n a  
M iss is s ip p i  
T e n n e s se e  
D is tr ic t  .

1947 1957 1947 1957 1947 1957 1947 1957

7 8 2 2 3 12 12 6 .3 4 9 .6 18 16
1 7 0 4 8 7 2 5 2 7 8 .4 8 0 .9 2 4 2 6
1 3 3 2 9 3 2 0 16 7 .3 4 8 .8 21 16
1 3 7 3 6 0 21 2 0 4 .9 4 9 .0 1 4 16

2 5 14 3 4 8 0 .8 1 0 .9 2 4
1 1 9 3 1 0 18 17 7 .4 6 5 .6 21 2 2
6 6 2 1 ,8 1 6 1 0 0 1 0 0 3 5 .1 3 0 4 .8 1 0 0 1 0 0

Legal Reserve Life Insurance Companies

NUMBER OF INSTITUTIONS
Percent 

Number Distribution

VALUE OF ASSETS
Assets 

($Millions)
Percent

Distribution

A la b a m a 11 4 7 8 18 1 1 0 .2 4 9 0 .7 13 17
F lo r id a  . . 2 0 2 6 1 4 10 6 9 .2 2 9 7 .7 8 11
G e o r g ia  . . 13 3 3 9 13 7 0 .2 3 1 2 .0 8 11
L o u is ia n a  . 7 7 1 1 2 5 4 4 2 1 0 8 .4 3 0 5 .5 13 11
M iss is s ip p i . n 2 4 8 9 3 9 .3 1 0 9 .0 5 4
T e n n e s s e e  . 1 0 2 2 7 8 4 3 7 .5 1 ,2 8 0 .1 5 3 4 6
D is tr ic t  . . 1 4 2 2 6 4 1 0 0 1 0 0 8 3 4 .8 2 ,7 9 5 .0 1 0 0 1 0 0

to attract savings has been an essential factor in their 
rapid postwar growth. Without these funds, they would 
not have been able to take advantage of the investments 
which arose out of an extremely active housing market. 
At the same time, high earnings on mortgages—which 
account for about 83 percent of their total assets—en
abled them to pay high dividends and attract additional 
savings. Money, mortgages, and management are the 
elements which have combined to spark the remarkable 
growth of these institutions.

The total assets of all insured savings and loan asso
ciations in District states amounted to $4.3 billion in 
December 1957, an amount five times larger than that in 
1947. The number of associations have also shown a 
marked expansion throughout each District state. It would 
be difficult indeed to ignore the state of Florida in any 
discussion of savings and loan associations. In the ten- 
year period, 1947-57, total assets rose from $230 million 
to slightly under $2 billion. Florida associations now ac
count for almost one-half of the asset value of all insured 
savings and loan associations in District states.

Credit Unions
Credit unions are mutual organizations designed to pro
mote savings and make low-cost loans to their members. 
A major difference between the credit unions and the 
savings and loan associations is that the former are en
gaged chiefly in making short- and intermediate-term cash 
instalment loans, whereas the latter are engaged primarily 
in mortgage lending. Another major difference is that 
credit union charters are usually granted only to organ
ized groups, such as employees of a company or members 
of a non-profit association. Their activities, moreover, are 
limited to members of the group.

Credit unions in District states and in the nation have 
grown faster than any other type of financial institution. 
The total assets of all credit unions—Federal and state 
chartered—in the District amounted to $305 million at 
the end of 1957, compared with $35 million ten years 
earlier. If the growth in savings and loan capital can be 
called “spectacular,” the 900-percent rise in share saving 
at credit unions can only be described as “colossal.” 
Like most other types of institutions, the number has also 
grown rapidly: In 1957, there were 1,816 credit unions 
in the District, almost three times more than in 1947.

Consumer Finance Companies
The sharp expansion in spending for consumer durable 
goods and services with the aid of instalment credit has 
been a factor in the growth of many types of financial 
institutions, including consumer finance companies, which 
specialize in the short-term lending of cash loans of rela
tively small average amounts. National data show that 
the loans outstanding of consumer finance companies 
rose from $1.4 billion in 1947 to $3.3 billion in 1957, 
or an increase of 136 percent. Detailed information on 
the activities of these institutions by region is still rather 
fragmentary but, from what we can piece together, they 
have also flourished in District states.

In Florida, outstanding loans of consumer finance 
companies rose at a much more rapid rate than in the
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nation, expanding from $15 million in 1947 to $128 mil
lion in 1957. At the same time, the number of offices 
increased from 208 to 805. In 1957, moreover, about 
one-half were offices of companies domiciled in the state. 
These domestic institutions, however, accounted for only 
one-third of the loans outstanding.

Consumer finance companies are also thriving in Geor
gia. In 1957, there were approximately 670 offices 
with outstandings of about $100 million. As in Florida, 
domestic companies accounted for about one-half of the 
number of offices and about one-third of the outstand
ing loans.

Life Insurance Companies
Life insurance companies operate on the principle of 
“distributed risk,” and for a premium, they pay the bene
ficiary a specified sum of money on the death of the in
sured. The premiums so obtained are invested primarily 
in long-term bonds and mortgages.

In 1957, there were about 1,200 life insurance com
panies operating in District states, but only 264 were 
domestic companies. Domestic companies account for 
about 40 percent of all premiums collected from resi

dents in District states, according to Economic Study No. 
6, “The Savings and Investment Function of Life Insur
ance Companies in the Sixth Federal Reserve District,” 
prepared by this Bank in 1956. The total assets of these 
companies amounted to $2.8 billion in 1957, compared 
with $835 million in 1947. Tennessee companies loom 
large in the total, accounting for almost one-half of all 
assets of District domestic companies.

Looking Ahead
Further development of the District’s financial institu
tions will be related to the pace and pattern of real eco
nomic growth. The nature of the Inancial expansion will 
also be affected by shifts in saving and investment. With 
the number of kinds of saving likely to increase, on the 
supply side, and with an infinite variety of potential types 
of investments, on the demand side, the variety of institu
tions, as well as resources, should grow. In the past, the 
financial institutions in the District have helped provide 
the financial needs of the South’s economy, and in all like
lihood they will continue to be equal to the economic 
challenges of the future.

A l f r e d  P. J o h n so n

Commercially Freezing Fruits and Vegetables 
in the Sixth District

Buying frozen fruits and vegetables in convenient size 
cartons with instructions for preparing enticing dishes is 
popular with today’s busy housewife. Every man, woman, 
and child in the United States ate 51 pounds of such frozen 
items in 1957, compared with only ten pounds ten years 
earlier, according to latest data available. This rapid rise 
in per capita consumption has encouraged District food 
processors to develop and expand freezing plants and 
facilities. When the 1959 citrus crop is all harvested, 
over one-half of it will be frozen. Large volumes of straw
berries, green beans, peas, and okra, as well as many other 
items, will find their way into District freezers.

Higher incomes, a growing population, and technologi
cal advances in food processing have encouraged growth 
in commercial freezing. Postwar gains in consumer in
comes have had a dual effect on the frozen food industry. 
First, higher incomes have allowed housewives to become 
more selective in their food purchases. They can afford to 
pay extra pennies for added services. Also, rising incomes 
have helped well over 90 percent of all American families 
to purchase mechanical refrigeration units for their homes.

Most housewives place a premium on food items that 
are consistent in quality. Standardization of quality, there
fore, has been a prime aim of the frozen fruit and vege
table industry since its inception. This has helped it grow. 
Today a consumer can confidently buy most frozen items 
knowing that she is getting the same product she bought 
last week. Add to this the effects of a growing urban 
population who must purchase all the food they eat 
from their grocery and the reasons for rapid growth in the 
freezing industry become apparent.

Despite a bright growth record and a favorable out

look for demand, processors of frozen fruits and vege
tables are wrestling with several major problems that may 
have an impact on future growth in industry in the District.

District Industry Small
Compared with related industries, the frozen fruit and 
vegetable industry is small in this area. Although it is

Fruit and Vegetable Freezing Plants 
Sixth District, 1957
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