
an economic environment, however, Federal Reserve pol
icy had to give continued emphasis to preserving the value 
of the dollar.

A Changed Environment
Meanwhile, the economy was steadily changing and some 
of the inflationary forces were losing strength. Shifting our 
eyes from the left to the right of the charts on pages two 
and three, we see how great these changes were. As 
spending gradually became geared mainly to satisfying 
current demands, consumer income and consumption 
trends became more parallel, and consumer saving, the 
difference between the two, assumed a more normal rela
tionship to income. Consumer debt rose year by year and 
is now at an all-time high, and thus its potential expansion 
has undoubtedly greatly decreased. Corporate liquidity 
has now been reduced to what is considered a more nor
mal level. Although still high, national defense spending 
has decreased in relative importance to Gross National 
Product.

At the same time, the economy’s capacity to produce 
the goods needed to satisfy demands has grown steadily; 
one measure of how much it has grown is the greater 
increase in output than in the number of production 
workers since 1953 . Plant and equipment expansion has 
increased capacity to produce major materials not only 
in the United States but throughout the world.

Price developments reflect these changes. Average 
wholesale prices have changed little since 1958; the total 
index this year reflects near-stability in the prices of indus
trial commodities. Although prices consumers pay for 
services and rents have continued to move higher, prices

of goods they buy have been stable, on an average, since 
early 1958 . Prices now move up and down in response to 
current demand and supply situations, not to general 
inflationary pressures. Price competition is returning as 
more and more sellers try to attract buyers by means of 
offering attractive prices. One result is that an increasing 
part of the public apparently has lost its faith in the 
doctrine that inflation is inevitable.

With a great deal of excess liquidity squeezed out of 
the economy, with interest rates free to fluctuate, with the 
expansion of bank lending tied more closely to the avail
ability of reserves, and with the investment policies of 
financial institutions geared more closely to the inflow of 
funds from savings, the economy has become more sensi
tive to monetary and credit policy changes. In this eco
nomic environment, less emphasis may need to be given 
to policies designed to limit inflationary pressures. The 
easing of credit so far this year, reflected in lower short
term money rates and easier reserve positions of member 
banks, reflects changes in the economic environment.

Has the economic environment changed so much that 
the money supply is no longer excessive as it was in most 
of the postwar period? He who would give a firm answer 
to this question at this point would be foolhardy indeed. 
But if the answer is Yes, monetary policies will reflect 
these changes as they have reflected changes in the eco
nomic environment in the past. Thus, he who would pre
dict Federal Reserve policy must predict economic 
changes, changes that in large part reflect how Americans 
manage their economic affairs.

C h a r l e s  T .  T a y l o r

Florida’s Economy
Good but N ot Boomy

Many outward signs indicate that Florida’s economy is 
operating in high gear. Total output, employment, and in
come are at or near record highs. Yet some people in 
this growth-conscious state are obviously disappointed 
with the pace of economic activity. In June this year, em
ployment, the most comprehensive current measure of 
activity in the state, was barely above the level of last fall. 
Expansion in income and spending has also slowed, and 
competition for the consumer’s dollar is keen. Construc
tion activity, an important source of income, is off for the 
state as a whole, and in some areas is in the doldrums. It 
is no wonder, then, that some Floridians who have taken 
rapid growth in the state’s economy for granted are now 
looking anxiously at past and present trends for clues to 

the future.

Expansion in Employment, Income, 
and Spending Slackens

Total nonfarm employment picked up during the second 
quarter this year, after edging down since last summer.

Employment gains in the first half of this year, however, 
were smaller than in the comparable period of 1959  in 
both manufacturing and nonmanufacturing. Within the 
latter, which ordinarily accounts for about 85  percent of 
all persons at work in the state, the failure of employ
ment in such important areas as trade, services, and con
struction to match 1 9 5 9 ’s pace limited employment gains. 
Construction employment in particular has been weak, 
declining 12.2  percent from December 195 9  through June 
1960 , much more than seasonally. This decline compares 
with one of only 0 .3  percent in the same period a year 
ago.

The declining rate of increase in total employment may 
have been accompanied by a reduction in the rate of in
come growth. Factory payrolls have risen only 4 .8  percent 
since the end of 1 959 , compared with a gain of about 
12.8 percent in the same period a year earlier. Since em
ployment is increasing more slowly, it is probable that 
total earnings of nonmanufacturing workers are also rising 
less rapidly. Nevertheless, income gains in the nonfarm 
area, although they may be more difficult to come by, are
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being made. Farm receipts, however, were lower than a 
year ago in each of the first five months of 1960, reflect
ing a decline in receipts from crops that more than offset 
increases from livestock and products.

Although total income from all sources was probably 
rising more slowly in the first six months of this year 
than in the same period of 1959, the rate of increase in 
time deposits at commercial banks and in share holdings 
at savings and loan associations was slightly greater. 
These components of saving do not tell us, of course, what 
has been happening to saving in the form of securities and 
other nonliquid assets; they may, nevertheless, be indica
tive of an increase in the overall propensity to save. Al
though the idea that consumers are currently allocating a 
larger share of current income to saving is only a hypoth
esis, it appears to be confirmed by the behavior of avail
able measures of spending.

Judging from data on registrations, automobile sales 
were somewhat higher in the first five months of this year 
than they were in the same period in 1959 . Seasonally 
adjusted furniture store sales, however, so far in 1960  
have been generally below their peak of late last year, and 
department store sales have shown no ability to sustain a 
level much higher than that reached late last year. Data 
based on sales tax collections, seasonally adjusted, rep
resent comprehensive coverage of expenditures and indi
cate little change from the peak of January 1960. Finally, 
bank debits, a rough guide to changes in overall business 
activity, have been below the level of late last summer 
most of this year.

Strength in Housing Demand Uncertain
The strength of housing demand is also open to question 
and in the months ahead may be subjected to critical 
examination. Throughout much of the postwar period, in
creases in the demand for residential housing in many 
parts of Florida were assumed to be almost automatic. 
Florida, like the nation, began the post-World War II 
period with a stock of houses inadequate in quantity and 
quality to meet the needs of its population. The attempt 
to catch up on the backlog of housing demand that was 
carried over from depression and war was further com
plicated by the natural increase in population plus a tre
mendous influx of people from outside the state. Under 
these conditions, occasional brief interruptions in the out
put of houses were usually attributed to a lack of avail
able mortgage funds, rather than to any basic weakness in 
the demand for houses. There is fragmentary evidence 
that at present some areas in the state may be overbuilt.

Residential construction contracts in Florida in the first 
five months of 1960, were 7 .2  percent below the same 
period in 1959c Some counties, however, experienced de
clines in contracts awarded substantially larger than the 
state average, but many others registered hefty increases. 
For the most part, counties in the southern half of the 
state— Orange, Palm Peach, Dade, Pinellas, and Hills
borough— experienced the sharpest declines.

In the Dade County area the reduction in residential 
building has been accompanied by a decline in the price 
of existing houses, and by a modest rise in foreclosures. 
In addition, there are reports that the number of unsold 
houses in Dade County, as well as in the Orlando and
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Tampa-St. Petersburg areas, is larger than normal. Al
though there are no precise figures on the number of un
sold houses, builders and lenders on the scene are aware 
that unsold units do exist. In Orlando, lenders are limit
ing the amount of construction money they will lend to 
builders whose inventories of houses are “too large.” By 
such methods, the housing inventory may eventually be 
whittled down. It should be remembered, however, that 
what is significant is not so much the number of unsold 
houses, but rather the relation of this number to sales. 
Changes in this relationship, therefore, will bear close 
watching in the immediate future.

M o r e  Mortgage Funds Are Available
The decline in residential housing activity so far this year 
has been accompanied by an increase in the availability 
of mortgage funds. National insurance companies have 
money, and working in part through mortgage companies, 
represent an important source of funds to the Florida 
mortgage market. Net additions to share holdings at 
savings and loan associations totaled $21 9  million for 
the first six months of 1960 , a 13-percent increase over a 
year ago. Coupled with the decrease in mortgage lending 
accompanying the decline in building activity, the increase 
in saving has enabled associations to reduce their borrow
ings from the Home Loan Bank Board and to improve 
their liquidity positions. As a result, associations are now 
better able to extend mortgage credit. Florida’s member 
banks, however, have continued to limit the volume of 
funds earmarked for real-estate lending.

Although the total availability of mortgage funds has 
increased, the cost of borrowing continues relatively high. 
Interest rates on conventional loans on new homes in 
good locations are between 6 .0  and 6.5  percent in many 
areas. Discounts on loans secured by the Federal Housing 
Administration are being quoted at about 4  to 5 points, 
on the average, and discounts on loans guaranteed by 
the Veterans’ Administration amount to about 9 points. 
Should more mortgage money become available at slightly 
lower rates, some revival in housing activity may occur 
provided a shortage of mortgage funds has been a major 
factor in Florida’s recession in home building.

Member Banks Still Feel Credit Pinch
Florida member banks have cut back on their mortgage 
lending, partly because of a limited supply of funds avail
able for short- and intermediate-term lending to businesses 
and consumers. It is true that member banks’ reserve 
positions have eased somewhat since the first of the year. 
Average daily borrowings by Florida member banks from 
the Federal Reserve Bank of Atlanta, for example, declined 
from $ 7 5 .6  million in the last week of December 1959 
to $9 .7  million in the first week of July. Deposit declines, 
however, together with relative stability in outstanding 
loans, may have lessened improvement in bank liquidity.

Deposits, seasonally adjusted, in June this year were 4  
percent below their peak reached last summer. This does 
not mean, of course, that each of Florida’s 124 member 
banks lost deposits. In May, less than one-half of all 
banks had deposits lower than a year ago. Most of the 
banks registering declines were located in the Miami, 
Jacksonville, Orlando, and Tampa-St. Petersburg areas.

Although deposits of all member banks in Florida 
were lower in June 1960  than in September 1959 , loans 
remained at a high level. As a result, the loan-deposit ratio 
of those banks now stands at 4 5 .2  percent, the postwar 
high. It is difficult, of course, to determine the extent to 
which the current “high” loan-deposit ratio represents a 
psychological damper on the willingness of Florida 
bankers to add substantially to their loans. The stability 
of member bank loans since the spring of 1 9 5 9 — after 
years of almost continuous increases— may be related to 
a slackening in loan demand. It may be noted, however, 
that the leveling off in loans in the last year was closely 
synchronized with the decline in deposits.

Summing Up
Florida’s economy seems to be rocking along at a relative
ly high level. In some areas in the state, economic activity 
appears to have reached a plateau or moved slightly 
higher. Overall, the economy’s condition may be charac
terized as good but not boomy. The economy has paused, 
so to speak, to catch its breath after a sharp and almost 
continuous rise of many years. Growth in the period im
mediately ahead depends mainly upon the strength of 
aggregate demand and on expansion of income, the same 
factors that will shape economic activity in the nation.

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

Notice
Beginning with this issue, an index of nonmanufacturing employ
ment in Sixth District states as a group and individual state 
indexes of department store sales are being added to the indexes 
regularly published in the Monthly Review. The index of non

manufacturing employment, together with the indexes of manu
facturing employment already being published, will provide in
formation necessary for a more detailed analysis of developments 
in total nonfarm employment. The new indexes of department 
store sales will enable the user to trace District developments to 
the different states making up the District. Because of space 
limitations, the department store sales indexes by cities, formerly 
included, will no longer be published. The city indexes, however, 
are included in a separate release that may be obtained from the 
Research Department.

The tables showing department store sales and inventories and 
debits to individual demand deposit accounts usually carried are 
not being shown in this issue. They may be obtained upon request.

Bank Announcements
On July 1, The Georgia Bank and Trust Company, Macon, 
Georgia, a newly organized nonmember bank, opened for busi
ness and began to remit at par for checks drawn on it when 
received from the Federal Reserve Bank. Officers of the bank 
include: Logan Lewis, Chairman of the Board; Ernest S. Lee, 
President; Don W. Gordon, Vice President and Cashier; and 
Miss Margery Pate, Assistant Cashier. Capital totals $812,500 
and surplus and undivided profits $487,500.

On July 8, The Peoples Bank, Pell City, Alabama, a newly 
organized nonmember bank, opened for business and began to 
remit at par. T. W. Milner is President; J. I. Harrison, Vice 
President; Clinton O. Holdbrooks, Assistant Cashier. Capital 
totals $100,000 and surplus and undivided profits $50,000.
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