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Transactions that take place in the loan departments of 
commercial banks are often important gauges of business 
activity. Generally, when business is expanding, bank 
loans confirm that growth by rising. Likewise, as busi
nesses reduce operations, loans often decline. Thus trends 
in bank loans may provide helpful clues to economic 
changes in an area.

Recent loan data collected from member banks in 
Louisiana reveal that loans have declined since m id-1960. 
That this decline reflects economic weakness is shown 
by changes in certain nonbanking indicators.

Nonfarm employment, for example, has declined slightly 
since early 1 9 6 0 , after allowances were made for sea
sonal change. Although fractional, the decline was spread 
over a wide range of businesses, including apparel, paper, 
chemicals, primary metals, and other manufacturing plants.

Perhaps the recent sharp drop in manufacturing pay
rolls is more indicative of weakness than the small de
cline in employment. Manufacturers apparently are short
ening their work week in an effort to bring production in 
line with sales without major shutdowns.

Not only have incomes declined recently for manu
facturing workers, but earnings by Louisiana’s farmers 
are lower than in 1 959 . Cash receipts from the sale of 
farm commodities through October 1 9 6 0  were 7 percent 
below those for the same period in 1 959 . Lower eamings 
in these major economic segments have perhaps caused 
people to cut spending.

From several indications, spending in Louisiana has been 
sagging recently. Debits to demand deposits at com
mercial banks, a measure of total spending by check, 
dropped sharply in October, after adjustments were made 
for normal seasonal variation. Although debits rose in 
November, they remained below m id-1960 levels. Changes 
in personal spending are often reflected in department and 
furniture store sales, which also have been relatively weak 
in recent months. Finally, state sales tax collections, also 
reflecting trends in spending, declined 3 percent during 
June-October 1 960 , compared with the same period in 
1959 .

Weakness Greater in South Louisiana
Although the indicators suggest that some weakness has 
developed in business over all of Louisiana, the weakness 
appears to be greater in the southern portion than in the 
upper part of the state. To learn more about changes 
within the state we grouped bank loans by trade and bank
ing areas. These areas in South Louisiana are made up of 
parishes, having homogeneous economic characteristics, 
that surround major cities. The North Louisiana area 
includes the upper third of the state.

The data show that loans in all areas have decreased 
since m id-1960, but the greatest drops occurred in the 
Alexandria-Lake Charles, Lafayette-Iberia-Houma, and 
New Orleans areas. Here business activity apparently has 
declined more than elsewhere. Additional data, though 
fragmentary, give further evidence of this decline. Reports 
of labor trends, for example, indicate that total nonfarm 
employment from June through October in the New
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es in Louisiana’s Economy
Orleans area, which includes Orleans, Jefferson, and St. 
Bernard Parishes, was below employment for the same 
period in 1959 . In comparison, nonfarm employment dur
ing June-October 1 9 6 0  for the state was virtually un
changed from employment during the same period in 
1959 .

Information on local business conditions recently pub
lished by the Louisiana State University at Baton Rouge 
suggests that spending has declined more in southwest 
Louisiana than in other parts of the state. Retail sales in 
Lafayette and Lake Charles, for example, have been 
noticeably lower in recent weeks. Finally, bank debits dur
ing the June through October 196 0  period in Alexandria, 
Lafayette, and Lake Charles were below those for the 
same period in 195 9  by 5 percent, 6 percent, and 12 per
cent, respectively. There was virtually no change in debits 
during that period for the state, compared with the same 
period in 1 959 , as increases in Monroe, Shreveport, and 
perhaps other North Louisiana communities apparently 
offset the decline in South Louisiana.

The End o f  a Boom
Why has business apparently been weaker in recent 
months in South Louisiana than in the rest of the state?
It is significant that South Louisiana, buoyed by the 
petroleum and chemicals industries, experienced a boom 
in business between 1955  and 1 958 . New industrial plants 
were being built at a fast rate, and this stimulated the local 
economy. In 1 9 5 6  alone, the amount spent in South 
Louisiana for new and expanded plants was over $475  
million, or 85 percent of total capital expenditures for the 
state. To expect capital spending to continue at that rate 
for any prolonged period would be overly optimistic.

Furthermore, recently there has been a small decline 
in South Louisiana in the petroleum industry. According 
to the Louisiana Department of Conservation, the number 
of rigs drilling for oil declined from 3 3 4  to 2 8 5  between 
March and October 1960 . During that same time drilling 
increased in North Louisiana. Crude oil production de
clined slightly in South Louisiana during that period, but 
has increased since then.

The closing of military bases in southwest Louisiana 
is perhaps responsible for further losses in business. De
pressed conditions in the lumber industry and political 
disturbances in neighboring Cuba are other factors in
fluencing business.

Incomes Continue to Rise
Despite the weakness that has appeared in Louisiana, 
economic activity in the state remains at a relatively high 
level. According to estimates made by this Bank, total 
personal income continues to rise, primarily because of 
small gains in earnings by trade and Government workers.
Oil production remains at a high level. Meanwhile, rice 
and cotton farmers in Louisiana had good crops in 1960 , 
which may prove to be a stimulant to business. Perhaps 
when enough such stimulants appear, bank loans will 
again rise, confirming that business in Louisiana is in

creasing. n .  C a r s o n  B r a n a n
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