
As Good As Last Year
D i s t r i c t  B a n k i n g  D e v e l o p m e n t s  i n  1 9 6 4

Imagine, if you will, a banker and a business analyst comparing notes 
about how things went in this region in 1964. “Was it as good as the 
year before?” queried the analyst. “Yes, just as good,” said the banker. 
“I agree, it was as good as last year.” Certainly, not every District 
banker experienced a year exactly as good as 1963, nor did every 
state and community. But in the aggregate, both economic activity 
and banking matched almost perfectly their performances of 1963.

Although final returns are not yet in, total economic activity, as 
measured by personal income, showed exactly the same rate of gain 
during the first ten months of 1964 as it had in the same period of
1963. In fact, you would have to carry this figure— some 7 percent— 
to one decimal before you found any difference. There is uncanny 
correspondence if you measure activity in terms of nonfarm employ
ment. Up 3.17 percent in the first eleven months of 1964, this 
statistic is exactly the same as it was in the comparable period of 1963.

Since, at the regional and state level, banking activity and income 
generally move together, it is not surprising that bankers had a good 
year as well. Here again, it is remarkable how closely 1964 paralleled
1963. During the eleven months ending in November 1964, total loans 
and investments—bank credit— of District member banks increased 
$1.1 billion, or about 10 percent. The increase for the previous year 
was 9 percent.

In some parts of the region, however, banks did not do quite as 
well as they had in 1963. Of the District’s twenty-seven trade and bank
ing areas, thirteen experienced smaller rates of growth in deposit volume 
in 1964 than in 1963, according to data for the first eleven months. 
Among them was the Orlando, Florida area, even though it showed 
the largest percentage increase in deposits of any area in this region. 
Only Miami experienced exactly the same gain as in 1963, while thir
teen other trade and banking areas surpassed their 1963 performances.

Why should the overall banking picture have been so strikingly 
similar to that of 1963? Part of the answer is that economic activity 
continued to expand without letup. Another is that monetary policy 
remained generally stimulative. It’s quite true that the Federal Reserve 
Banks in late November raised the rate at which they were willing to lend 
to member banks. This action followed the increase in the British Bank 
rate and was undertaken largely as insurance against the possibility 
that rising interest rates abroad would act as a stronger magnet to 
domestic funds and, thereby, add to our balance of payments deficit. 
It’s also true that the Federal Reserve from time to time modified its 
policy stance slightly. Basically, however, it stood firm in its determi
nation to stimulate domestic business and continued to supply banks 
with reserves, thus enabling them to accommodate 1964’s sizable credit 
demands.
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B a n k s  E x p a n d  L o a n s

About one out of every eighteen dollars of the credit 
that banks supplied nationally came from institutions 
located in this part of the country. Loans, in fact, went 
up at a faster rate here than nationally and at a slightly 
faster tempo than in 1963. If we make allowance for 
seasonal forces, the volume of these loans, moreover, 
showed a remarkably steady growth from month to month.

In 1964, District member banks expanded their loan 
portfolios to include nearly every major type of borrower. 
The strength of the demand was not uniform, however. At 
banks in leading cities, the volume of loans for buying 
and carrying securities showed practically no change. 
This category of loans is fairly small though. Businesses, 
in contrast, needed considerable amounts of additional 
bank credit, although they continued to rely heavily on 
retained earnings and other internal cash funds.

B a n k s  T r y  t o  C o m p e te

As every banker knows, banks face competition from 
many different lending institutions for business and other 
kinds of loans. The figures do not tell us how well this 
District’s commercial banks staved off the competition, 
but they do show that these banks accounted for a large 
portion of the total rise in consumer instalment credit 
and that most of their increase came from auto loans. 
For banks, the rate of expansion in these loans, never
theless, lagged behind the 1963 rate, even though con
sumers were stepping up auto purchases. The competition 
for the consumer lending business was undoubtedly severe.

As in past years, District banks eagerly sought to ex
pand their mortgage lending. Banks in leading District 
cities during 1964 increased their real estate loans one- 
third as much as their commercial and industrial loans. 
This gain in real estate lending was, indeed, a good deal 
larger than in 1963. Undoubtedly, a major reason for 
the upsurge was an attempt to cover the higher costs of 
time and savings deposits.

Despite their growing interest in real estate lending, 
banks still regarded commercial and industrial loans as 
highly important to their loan portfolios. At banks in 
leading cities, retail and wholesale trade concerns ac
counted for almost a third of the business loan total in 
1964; in fact, they added nearly twice as many loans 
in this category to their portfolios as they had in 1963. 
Lending to construction concerns also showed a spectacu
lar gain, relative to the year earlier, but there were also a 
good many industries showing only sluggish loan growth.

With reserve availability practically undiminished, banks 
met the loan demand without the sizable increases in 
interest rates on bank loans that have occurred in other 
cyclical periods of business expansion. The rates that 
banks charged on short-term loans to businesses remained 
virtually unchanged.

B a n k s  A d d  to  I n v e s tm e n t s

Banks also managed to add to their security portfolios 
at the same time they were expanding loans. District 
member banks enlarged their investments $179 million 
during the first eleven months of 1964, or about as much

Percent Increase Percent Increase

* First eleven months.
District b anking  activ ity  w as in se v e ra l im portant respects 
as good last y e a r  as it w as in 1963.

Billions of Dollars Billions of Dollars 

9 .0

Total deposits a t  m em ber banks increased  la rg e ly  because  
of a sharp  rise  in tim e deposits. Dem and deposits in
creased  a lso .

1963 1964
Because banks' loan volum e exceed ed  th e ir  gain  in 
deposits, the ratio  of loans to deposits rose fu rth er; 
co n verse ly , liq u id ity , a s  m easured  by this ratio , declined.

Billions of Dollars Billions of Dollars 
3 .4

To finance some of the loan dem and, b anks sold U. S. 
Governm ent securities but more than m ade up the decline  
in these investm ents by buying state and m unicipal issues.
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as they had the year before. Faced with the need to 
profitably employ time deposits, they continued to buy 
state and local securities. While the rate at which they 
were acquiring these securities slowed down to about 
14 percent, this gain was still quite large considering 
the spectacular 21-percent growth rate of 1963.

To meet their loan demands and add to their invest
ments in municipal securities, District banks reduced 
their holdings of U. S. Government securities. While they 
had reduced their holdings sharply in previous periods 
of business expansion, the decline in 1964 was slight. 
Here again, a major reason was the Federal Reserve’s 
policy of providing ample reserves.

Since monetary policy remained fairly easy, few banks 
found it necessary to borrow from the Federal Reserve 
Bank of Atlanta. Of the more than 500 member banks, 
only fifteen borrowed during an average week in 1964. 
This number was just about the same as a year earlier. 
While the volume of member bank borrowing increased, 
it too was small— averaging $28 million—compared with 
that of other cyclical expansions.

For meeting temporary deficiencies, District banks fol
lowed past trends of turning more often to the so-called 
“Federal funds” market. Through this market, banks with 
excess funds lend to those experiencing a temporary 
deficit. Through November, the net amount District banks 
borrowed in this manner increased, compared with 1963. 
On average, they bought (borrowed) an estimated $78 
million of Federal funds and sold (lent) $55 million.

New Challenges for
During the past four recovery years, Georgia has experi
enced accelerated population growth with gains averag
ing more than 2 percent annually. This is in sharp contrast 
with the average annual growth rate of slightly more 
than 1.3 percent during the 1950’s. Meanwhile, shifts 
in population and in employment opportunities from 
rural to urban centers have continued, though at a some
what slower rate than in the 1950’s. Although Georgia’s 
economy has been challenged throughout the postwar 
period to accommodate moderate population growth and 
inter-industry employment shifts, new and sharper chal
lenges have emerged during the past four years. Some 
perspective on these changes may be gained by an analysis 
of the challenge and response in three major problem 
areas: (1) Continually providing job opportunities of 
the sort that help to close the gap in per capita income 
between Georgia and the United States; (2) accommodat
ing the increased volume of public services required to 
underwrite economic growth; and (3) expanding and 
upgrading housing facilities for people and business.

J o b s  a n d  In c o m e  — C h a l le n g e  . . .

Numerous observers have emphasized the diversified

N e w  B a n k in g  T e c h n iq u e s  D e v e lo p  S lo w ly

Still, relative to banks in many other parts of the country, 
the importance of District banks in the Federal funds 
market has remained fairly small. Nor have banks in 
this region been as aggressive in developing time certifi
cates of deposit. These are interest-bearing certificates 
that banks offer, primarily to corporations and state and 
local governments, for leaving money with them for a 
definite period. If the bank is well-known and the certifi
cate is a large denomination, the holder can readily sell 
it before maturity. Growing from a $205-million volume 
for banks in leading District cities on February 5, 1964, 
to $327 million by year-end, this type of time deposit 
has been issued on a much smaller scale here than in other 
areas of the country.

District banks also have been fairly slow in obtaining 
funds through another fairly new device—the issuance 
of capital notes and debentures. Only a handful have 
borrowed in this manner to enlarge their capital base, 
and none have as yet followed the example of some banks 
elsewhere of offering unsecured negotiable notes. De
veloped to compete for short-term investment funds, these 
notes are not deposits but debts of a bank and, as such, 
are free from rate regulation.

The banking story for 1965 is, of course, still to be 
written. But, in view of the rapidly changing develop
ments in banking and the ever shifting economic and 
credit scene, the central theme may not echo the “as 
good as last year” refrain of 1964.

H arry B r a n d t

Georgia’s Economy
character and balance of Georgia’s economy and employ
ment mix. This diversification contributed to the state’s 
ability to achieve major employment shifts and overall 
employment growth during the 1950’s. Moreover, cyclical 
instability had been less than that of the nation as a 
whole during most of the postwar period. However, a 
reversal occurred with the downturn of 1960. Georgia’s 
recession, although it began somewhat later than the 
nation’s, was relatively more severe, and recovery from 
its effects was slower. At the same time, employment 
diversification continued to favor nonmanufacturing job 
growth. Per capita income growth had become more stable 
cyclically, but its rate of climb had been reduced. The 
job challenge was thus both quantitative and qualitative, 
particularly so in view of the acceleration in population 
growth.

In addition to changes in markets for Georgia’s 
products, technological changes, and the major trend from 
farm to nonfarm employment, a significant new element 
now entered the picture: Georgia, like other states, re
ceived some unfavorable effects from readjustments in 
government policies at the national level. These effects 
were important in at least four employment areas: 
Federal civilian employment, military hardware procure
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