
T e n n e s s e e 's  P a c e  

B e g i n s  T o  S l a c k e n

After almost a decade of watching the indicators 
of business activity in Tennessee show proof of 
expansion, we should not be surprised to see 
some signs of less buoyancy from time to time. 
The economy of Tennessee, along with that of 
the nation, has experienced temporary downturns 
in the past only to move forward strongly after 
a short respite. Generally, it has been on an up
ward course since the so-called “mini-recession” 
of 1966-67, but recently questions about the vigor 
of the nation’s economy might well cause us to 
wonder whether the pace in Tennessee has begun 
to slacken.

When we compare Tennessee’s economic situa
tion now with a year ago, the conclusion is that 
conditions still look favorable. Employment and 
income, for example, are up considerably from 
a year ago, although month-to-month changes 
from the first of this year to mid-summer reveal 
signs of a slowing-down in growth. In  some cases, 
after normal seasonal factors are taken into ac
count, actual declines are showing up.

Income Levels Off

A leveling-off in seasonally adjusted personal in
come during the summer months this year reflects 
the general economic situation in the state. The 
lack of growth in this comprehensive measure 
of economic activity is in marked contrast to a 
nearly 8-percent increase during 1968. No single 
factor seems to be responsible for the recent 
softening in personal income.

After seasonal factors are taken into considera
tion, the total number of persons employed in 
the state did not expand during the first six 
months of this year, although the total employed 
in manufacturing increased slightly. Important 
exceptions occurred in the primary metals, 
chemicals, and textile industries, which registered 
substantial gains. The number of persons em

ployed in the ordnance sector, on the other hand, 
has declined recently, after expanding nearly 
20  percent in 1968.

The real decline in workers has come in the 
nonmanufacturing sector, where strong gains 
were recorded last year. Construction employ
ment in recent months has declined substantially, 
mirroring a general weakening in the construc
tion sector. Both residential and nonresidential 
construction contracts have experienced a sharp 
decline since March.

Not all nonmanufacturing employment has 
contracted; state and local governments have 
continued to add employees to their payrolls.

Other signs of a slowing-down in Tennessee’s 
economy are appearing: Factory workers are 
putting in shorter hours. Even though a cutback
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in the number of hours worked has been going on, 
hourly wages have increased enough to just bare
ly maintain some upward movement in average 
weekly eamings for the state as a whole. Many 
manufacturing industries, however, are reporting 
declines in both employment—after seasonal ad
justment—and weekly earnings of production 
workers. Unemployment, although still at a low 
level, has increased.

Spending Activity Remains Mixed

While the industrial side of the economy in Ten
nessee has shown definite signs of cooling off, 
the pattern of spending in the state is mixed. 
Judging by one indirect measure—seasonally ad
justed bank debits or charges to checking ac
counts of individuals, businesses, and govern
ments—spending definitely has leveled off in re
cent months. Collections of sales and use taxes 
grew at a slower pace during the first five months 
of this year than in the same period of 1968. On 
the other hand, new auto registrations in the 
state and department store sales in Chattanooga, 
Knoxville, and Tri-Cities combined have con
tinued strongly upward. Also, Tennesseans are 
still expanding their instalment debt.

Farm Income Continues to Rise

One part of Tennessee’s economy still going 
strong is the agricultural sector. Generally, gross 
farm income has been higher in response to 
higher prices for livestock and kindred products, 
while increased production of crops has more than 
offset declining prices for crops. That Tennessee 
farmers are collecting larger payments under the 
Federal Feed Grain Program for crop diversion 
and price support has helped offset the effects

of lower feed-grain prices. The favorable feed- 
price ratio, however, has led to expanded supplies 
of beef cattle, poultry, and pork. As a result, 
prices for these products have shown signs of 
weakening recently.

In spite of higher cash receipts, net farm income 
has been only slightly higher than last year, ac
cording to the U. S. Department of Agriculture. 
Tennessee farmers continue to be faced with a 
shortage of skilled farm labor, which has led to 
rising labor costs. Rising costs for farm machin
ery and equipment and other expenses have also 
cut into their net income.

New Legislation Affects Tennesseejs Banks

The General Assembly of Tennessee passed 
several bills this spring that directly affected 
banks. The statutory interest rate that banks may 
charge on many types of loans was increased from
6 percent, a rate below that of any of the sur
rounding states, to 10 percent. This action was 
expected to make bankers more willing to make 
loans, particularly in periods of higher interest 
rates. Loans for construction purposes and real 
estate mortgages—traditionally subject to de
clines as interest rates rise—should be more easi
ly obtainable than before. The rather large ex
pansion in bank loans this spring probably re
flected, in part, the more liberal conditions under 
which banks could lend.

The other important legal banking change 
raised the ceiling on interest payments for time 
and savings deposits. From a previous limit of 
4 percent, Tennessee banks were allowed, as of 
April 2, to pay the maximum interest rates on 
time and savings deposits as established by the 
Board of Governors of the Federal Reserve Sys
tem under the provisions of Regulation Q.
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The effects of allowing Tennessee banks to 
pay more in order to attract time and savings 
deposits become readily obvious when we com
pare the rate of deposit growth in periods during 
the year ending July 1969—before banks were 
permitted to pay the higher rates—with cor
responding periods this year after higher rates 
became possible. From July 1968 through March
1969, when the 4-percent ceiling was still in ef
fect, time and savings deposits declined 6.5 per
cent at member banks in the Sixth District por
tion of Tennessee (the eastern two-thirds of the 
state). For the District as a whole, in the same 
eight months, time and savings deposits increased 
almost 9 percent. From the first part of April 
through July this year, these deposits zoomed 
up nearly 18 percent in Tennessee, whereas in the 
District they increased less than one percent.

D iffe re n t  A r e a s  S h o w  D iffe re n t  P a t te rn s

While the state as a whole shows signs of reduced 
economic activity, not all its large cities present 
the same general picture. In Chattanooga, sea
sonally adjusted bank debits in August were up 
over 24 percent from late 1968, whereas bank

debits in the other major metropolitan areas in 
the District portion of the state declined. Check
book spending can be an elusive indicator of 
spending in that it includes many purely financial 
transactions and bank clearings of checks from 
other cities.

In spite of the large jump in bank debits for 
Chattanooga, employment since the first of the 
year has increased only slightly. Knoxville and 
Nashville, on the other hand, have posted de
clines in spending, as measured by bank debits, 
but have experienced strong gains in employment.

T h e  F u tu re  fro m  H e re

Do the present signs of easing point merely to a 
pause in the economy of Tennessee, or are they 
indicative of a more lengthy economic decline? It 
is still much too early to tell. Economic activity 
in Tennessee at other times has closely paralleled 
that throughout the nation. The nation’s economy 
at this writing is still on an upward course, al
though it has shown signs recently of slowing 
down. Tennessee’s economy appears to be fol
lowing a similar pattern.

— J o h n  M. G odfrey

B a n k  A n n o u n c e m e n t s

On September 1, the Farmers and Merchants Bank of
Pine Mountain, Georgia, and the Farmers and Mer
chants Bank of Leslie, Georgia, two nonmember banks, 
began to remit at par for checks drawn on them when 
received from the Federal Reserve Bank.

Jacksonville State Bank, Jacksonville, Alabama, a 
newly organized nonmember bank, opened for business 
on September 2 and began to remit at par. Officers 
are David W. Pearson, president and chairman; Ray V. 
Hartwell, Jr., executive vice president; C. Eugene Boyd, 
vice president and cashier. Capital is $140,000; sur
plus and other capital funds, $210,000.

Also on September 2, the Metter Banking Company, 
Metter, Georgia, a nonmember bank, began to remit 
at par.

On September 3, the newly organized Peoples 
Hialeah National Bank, Hialeah, Florida, opened for 
business as a member of the Federal Reserve System. 
Officers are Leonard A. Usina, chairman and president; 
John H. Frink, executive vice president and cashier; 
Roland M. Stafford and George M. Vadurro, vice 
presidents. Capital is $400,000; surplus and other 
capital funds, $300,000.

A newly organized bank, Siesta Key Palmer Bank, 
Siesta Key, Florida, opened as a member on September 
5. Officers are Benton W. Powell, chairman; William 
C. Coleman, president; Francis D. Newell, executive 
vice president and cashier; James K. Rowland, as

sistant vice president. Capital is $400,000; surplus 
and other capital funds, $200,000.

On September 15, the Citizens and Southern South 
DeKalb Bank, Decatur, Georgia, opened for business as 
a newly organized nonmember, par-remitting bank. 
Officers are Warren L. Berry, president; and Dan 
Blackwell, cashier. Capital is $300,000; surplus and 
other capital funds, $300,000.

Another newly organized nonmember bank, Citizens 
and Southern Bank of Chatham County, Savannah, 
Georgia, opened on September 22 and began to remit 
at par. Officers are J. Frank Scott, president; and Mrs. 
Bette B. Anderson, vice president and cashier. Capital 
is $250,000; surplus and other capital funds, 
$250,000.

On September 23, a nonmember bank, Cordova- 
Citizens Bank, Cordova, Alabama, began to remit at 
par.

Teche Bank and Trust Company, St. Martinville, 
Louisiana, a newly organized nonmember bank, opened 
for business on September 27 on a par-remitting basis. 
Officers are Nolan L. Olivien, chairman; Clarence J. 
Duchamp, president; Tom L. Voorhies, executive vice 
president and cashier; Harris J. Champagne, first vice 
president; Tilden A. Bonin, Jr., James B. Bulliard, 
Lawrence P. Melancon, Murphy Oubre, vice presidents; 
and Owen J. Resweber, Sr., assistant vice president. 
Capital is $225,000; surplus and other capital funds, 
$225,000.
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