
cated in Chart III, there is a tendency for smaller banks to 
have higher ratios of total earnings to total assets than 
larger banks. This tendency is explained partly by the 
greater proportion of earning assets in loans at smaller 
banks than at larger banks.

There is also a tendency for smaller banks to earn 
greater returns on their loans than larger banks do. The 
higher average rate of earnings on loans at small banks 
reflects the type of loans made; for the most part loans 
are small and are more likely to be concentrated in real 
estate, consumer, and farm loans and loans to small busi
nesses than those of the larger banks. Although the smaller 
banks have higher earnings in relation to total assets than

the larger banks, their expenses are also higher in relation 
to total earnings.

No Substitute for Sound Management
With more of their earning assets concentrated in loans 
than at any time since 1941, member bank profits have 
been increasingly sensitive to changes in demand for loans 
and in interest rates. Since this demand largely depends 
upon general economic conditions, and since monetary 
and credit policies determine in part banks’ ability to grant 
credit, they have only limited control over future earnings. 
Nevertheless, how well the individual bank fares in the 
economic environment of 1954 will continue to depend 
upon sound management.

Charles S. Overmiller

W h a t ’s  H a p p e n in g  i n  T e x t i l e s  ?

As 1953 ended, 12,000 fewer workers were employed in 
the District’s largest industry than a year earlier, and tex
tile employment was 2,200 less at the end of January 1954 
than it had been at the beginning of the year. Since tex
tiles account for 16 percent of total manufacturing in the 
District, a continued decline or possible revival in employ
ment is of considerable significance to the economy of the 
region.

Textile Business in the Doldrums
Over-all activity in textiles has been declining in the 
United States since the spring of 1951, although there was 
a moderate upturn during the last half of 1952 and first 
six months of 1953. The widely heralded recovery, how
ever, was short-lived. By January 1954, the country’s tex
tile production (seasonally adjusted) had dropped 23 per
cent below the June 1953 level, with output of cottons af
fected proportionately less than wool and synthetics.

Cotton textile production in the District represents over 
85 percent of the value of total textile output, and develop
ments in cotton, therefore, are of major importance. Cot
ton output, as measured by the District’s seasonally ad
justed index of cotton consumption, was off 17 percent in 
February from the June 1953 peak. Employment showed 
a smaller decrease than output; a number of textile mills 
adopted a shortened work week in preference to lay-offs, 
at the same time maintaining operations on a three-shift 
basis. Wholesale prices for cotton products fell rapidly 
and almost continuously after early 1951 and mill margins 
shrank substantially.

Banks in communities where textile manufacturing pre
dominates were directly influenced by conditions in the 
industry, but not seriously. In communities of less than
15,000 population where textiles are the principal indus

try, both demand (exclusive of interbank) and time 
deposits rose during 1953. This increase was smaller than 
for banks in similar size communities having little textile 
employment. An earlier study by this Bank showed that in 
the recession of early 1949, demand deposits within textile 
communities showed a percentage decline from the pre
vious year, although they rose percentagewise in other 
communities. The explanation for the contrasting trends 
in deposits between the two periods is that the drop in 
textile activity was more moderate in 1953 than in
1948-49.

Reasons for the Textile Famine
Following cessation of hostilities in Korea in July 1953, a 
marked curtailment of military buying undoubtedly con
tributed to the adverse developments in cotton textiles. 
The District states’ total of contracts awarded by the Fed
eral Government for all types of textile goods was lower in
1953 than in the previous year. A drop in exports was 
another unfavorable element. Exports ordinarily are not a 
significant factor, since they make up only in the neighbor
hood of 10 percent of this country’s aggregate sales of tex
tile mill products. In November 1953, however, exports 
of cotton cloth were off about one-third from a year earlier, 
a loss large enough to cause repercussions.

Still another unfavorable element in the demand situa
tion was the slackening in industrial purchases. Production 
of cotton tire cord and fabric dropped from 22 million 
pounds in the second quarter of 1953 to 14 million in the 
final quarter, partly because of the substitution of syn
thetics for cotton in tire cord manufacture. This was the 
chief reason for a substantial labor surplus in the Cedar- 
town-Rockmart region of Georgia, one of the five small
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areas in the District where more than 6 percent of the 
labor force was unemployed in 1953.

Consumer demand also showed a decline. Sales of 
apparel in the United States, allowing for seasonal varia
tions, in January 1954 were 10 percent lower than in June, 
and 7 percent lower than in last January. As consumer 
spending waned, retailers began to diminish their apparel 
purchases and inventories (seasonally adjusted) after the 
autumn of 1953. The impact of this liquidation was felt

Textile Production, Employment, and 
Price Indexes
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by wholesalers, whose sales of clothing and dry goods 
during 1953 fell more rapidly than inventories. Manufac
turers, finding that wholesalers provided them with less 
orders, also pursued a policy of retrenchment. In the last 
months of 1953, inventory liquidation at textile manufac
turers generally was accelerated, and brought more into 
line with falling sales.

Finally, the so-called “textile famine” can be attributed 
to a reluctance on the part of buyers to make advance 
commitments. This development was precipitated by an 
increased cotton supply and uncertainty regarding raw 
cotton prices. “Hand-to-mouth” buying at textile mills also 
can be traced to expectations of further declines in cloth 
prices, and was reflected in a diminishing in the backlog 
of unfilled orders.

No Major Revival in Sight
Press reports give some evidence of a recent pick-up in 
mill orders and of a price stiffening in early 1954. Un
filled orders for carded cotton sales yarn, for example, in
creased slightly in January, marking the first upturn since 
August, and continued to rise during February. Restric
tions of cotton acreage also seemed to have had a salutary 
effect to the extent that raw cotton prices became stabilized 
in early 1954, and yarn purchases, in turn, were stepped 
up in anticipation of higher prices. On the basis of these 
fragmentary signs of improvement, it is too early to tell

whether we are emerging from the slump. In this connec
tion, it is interesting that loans by District reporting banks 
to textile and apparel manufacturers rose during the first 
two months of 1954. A similar development had occurred 
in the corresponding period of 1952 although in the first 
two months of 1953, the movement was in the other di
rection. The development is encouraging if the borrowed 
funds were to be used to finance new orders.

The inventory situation is not too unsatisfactory. Retail 
stocks of apparel in January 1954 were considerably 
lower than a year ago. Seasonally adjusted textile manu
facturers’ inventories, in general, at the close of 1953 were 
large and at about the same level as in the early part of 
the year. Stocks of broad woven cotton goods, however, 
were relatively low. An increase in demand at this time, 
therefore, would result in a fairly rapid improvement in 
mill operations.

Regardless of the immediate short-run outlook, the 
weakness of underlying forces provides scant hope for a 
major revival in cotton textiles during 1954 to prosperous 
early 1951 levels. Military buying is expected to decline 
even more, in view of planned cut-backs in defense spend
ing. The downward trend in exports is likely to continue 
unless there is unforeseen relaxation in the restrictions 
now imposed on American textiles by other nations. If 
consumer spending continues to decline, personal con
sumer demand cannot be counted on as a sustaining in
fluence. Industrial demand is likely to dwindle since the 
long-term substitution of synthetics for cotton in the manu
facture of tire cord and the switch to burlap and paper in 
making bags can be expected to continue.

Despite tribulations and unfavorable prospects, textile 
manufacturers continue to establish new plants in the Dis
trict as well as expand old ones. The textile industry is, 
therefore, still one to be reckoned with.

Harry Brandt

Bank Announcement
The Federal Reserve Bank of Atlanta is pleased to 
welcome The Florida National Bank at Gainesville, 
Florida, into the membership of the Federal Reserve 
System . This addition came about through the con
version of the Florida Bank at Gainesville, a state 
nonmember, on March 11.

Officers of the bank were listed as Justus L. Wil
liams, President; W. Carlos Zetrouer, Vice President 
and Cashier; Earl Hardee and Joseph H. Riggs, Vice 
Presidents; Mrs. Ruth R. Brumby, Assistant Vice 
President; and Woodrow W. Parker, Assistant Cash
ier. The capital stock totals $100,000 and surplus 
and undivided profits amount to $529,900.

• 6  •Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 31, 1954


