
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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ment, military installation closings, and transportation.
Not only were more jobs needed, but higher-paying 

jobs were required if Georgia expected to progress further 
in closing the income gap. Georgia’s income base has 
long been heavily oriented to production income, as 
opposed to property or transfer payment income. Less 
than 10 percent of total personal income in 1959 was 
from property income, substantially lower than the U. S. 
proportion of almost 13 percent. Moreover, when proper
ty incomes and proprietors’ incomes are combined as a 
proportion of total income, the differential between Geor
gia and the nation as a whole was wide in 1963. It is 
thus apparent that Georgia depends heavily upon up
grading wage and salary sources to bring its per capita 
personal income up to par with that of the nation.

. .  . a n d  R e s p o n s e

Most indicators show that over the current expansion 
period, Georgia’s economy has responded well, both in 
comparison with past cyclical behavior and national and 
regional performances. At the end of November 1964, 
the index of total nonagricultural employment stood at 
119, 15 index points higher than in February 1961. 
Nonmanufacturing and manufacturing employment indices 
each registered gains of 15 index points. These gains, 
in turn, are reflected in the behavior of unemployment. 
Georgia’s rate of insured unemployment declined from a 
recession high in February 1961 of 6.1 percent to a low 
of 2.1 percent in June 1964. Moreover, this rate re
mained below 3.0 percent in each of the first eleven 
months of 1964.

Total personal income growth in Georgia in 1961 
reflected the lag in employment recovery. In each of the 
following two years, however, sharp surges exceeding 
8 percent occurred. Data through the third quarter of 
1964 suggest some slowing in this exceptional rate of gain.

During the three-year period 1961-63, per capita in
come in Georgia rose a hefty 16 percent, again exceeding 
national and regional rates of gain. Per capita disposable 
income gained 18 percent between 1959-63. This rate 
of increase also was higher than that of the nation or 
of the Southeast.

Consumption and savings measures confirm that Geor
gia’s economy has responded well to its expanding oppor
tunities. Patterns in the fourth quarter of 1964 indicate 
that sales of new passenger automobiles were setting new 
records for the second year in a row, some 60 percent 
greater than the poor sales year of 1961. The index of 
department store sales registered 138 for October 1964, 
compared with 101 in October 1961. The index of furni
ture store sales for October, at 116 versus 92 in October 
1961, reinforces the expansionary glow.

While much of this spending and consumption was 
credit-financed, Georgians added substantially to their 
savings and liquidity positions over the period. Almost $1 
billion was added to savings capital of savings and loan 
associations and to time deposits in commercial banks 
during the four-year period from November 1960 to 
October 1964. The rate of increase for savings and loans 
averaged more than 14 percent annually, while time de
posits climbed at an average annual rate of more than 15

Georgia’s Employment Trends
1 9 5 9 -6 4

Sources: U. S. Department of Labor and cooperating state 
agencies. Indexes calculated by this Bank.

G eorg ia 's em ploym ent ga in s continued in 1964, but 
m anufacturing em ploym ent w as sh a rp ly  affected by 
national developm ents in the autom obile industry. 
Insured unem ploym ent rose som ew hat a fte r m id -year.

long Terra Municipal Bond fields Gross Yields
Moody's Aa Indei 25-Year FH» Heritages

Volume and Purpose of State and local Mortgage Funds Imported from
Securities Issues, Georgia Life Insurance Companies

O 200 400 eooi
Georgia Mortgages Held 
by 134 Non-Georgia Cos.
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Headquartered in:

New England States
''.’.v.vya Year-end I960

Year-end 1963
Middle Atlantic States

East-North Central States 1
West-North Central 
States 1
South Atlantic States m
East-South Central 
States
West-South Central 
States

Pacific States

Total Non-Georgia
Companies

. . . . . .

Source: W eekly Bond Buyer. Tab- Sources: The Spectator Desk Di- 
ulations by this Bank. rectory of Insurance, 1964; indi

vidual companies; state insurance 
reports; and estimates of this Bank.

G eo rg ia 's  public borrow ing rose sh a rp ly  in the four- 
y e a r  period ending in 1963, w h ile  borrow ing costs 
trended dow nw ard . Borrow ing fo r schools, roads, w a te r  
facilit ies , and hosp itals show ed the g reatest increases  
in long-term  securities issues. M ajor n atio nal lenders  
located in p ractica lly  ev e ry  reg ion of the United States 
m ade increasing  supp lies of m ortgage funds a v a ila b le  
to G eorg ia 's econom y. Gross y ie ld s  in the national 
m arket for governm ent underw ritten  m ortgages leveled  
out in 1964 a fte r  four y e a rs  of decline.
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percent. Monthly sales of ordinary life insurance increased 
to a level in 1964 more than 46 percent higher than 
in 1960.

P u b lic  S e r v ic e s  — C h a l le n g e  . . .

Population growth and rising incomes created an increas
ing demand for more and better public services. The 
public revenue base, however, was inadequate to meet 
these growing needs, even though it had expanded and 
significant improvements in state and local fiscal adminis
tration had occurred. N o  convenient means of quantifying 
the challenge, either in increased current services or in 
capital plant, is available. In the case of the latter, how
ever, its magnitude may be approximated by assessing 
the extent to which Georgia and her local communities 
turned to the national markets for funds.

During the four-year period ending in 1963, Georgia’s 
public economy borrowed almost $1.2 billion. This total 
was 77 percent greater, or slightly more than $500 mil
lion, than the total borrowed in the four-year period 
ending in 1959. The challenge presented had at least 
three major facets: to borrow so much; to distribute 
borrowing power judiciously; and to do both at minimum 
present and future cost.

. . .  a n d  R e s p o n s e

The main types of capital improvements for which bor
rowing power was utilized during the two periods are 
indicated in the chart. In interpreting the data, it should 
be borne in mind that they reflect governmental borrow
ings at both state and local levels. Another qualification 
is that the amounts shown for “Housing” include a con
siderable volume of short-term notes, of which varying 
amounts are “rolled over” at fairly short intervals. On 
balance, it appears that Georgia has concentrated the 
bulk of its increased long-term borrowing in the service 
areas of schools, roads, water, and hospitals. Relatively 
little borrowing was done for public utilities, refunding, or 
industrial development.

In meeting the minimum borrowing cost feature of 
the challenge, it seems reasonable to assume that judicious 
use of borrowing power and an expanding revenue base 
played some part. More direct effects came from the 
continuing effort to upgrade Georgia’s credit rating by 
legislative and other changes, which resulted in a higher 
appraisal by the national rating services. A major partner 
in the overall task of borrowing more capital funds at 
lower cost, of course, was national monetary policy. Its 
effect, in turn, was evident not only in the increased 
supply of total funds but also in a significant re-direction 
of savings flows.

H o u s in g  — C h a lle n g e  , . .

As in the case of public services, the challenge of in
creased housing needs for people and for business has 
no quantitative handle. The major dimension of these 
needs, however, may be outlined by surveying the net 
increase in mortgage debt. During the three-year period 
ending in 1963, demand for nonfarm mortgage funds by

Georgia’s private sector grew by well over 40 percent. 
The four major mortgage investors— commercial banks, 
mutual savings banks, savings and loan associations, and 
life insurance companies—increased their mortgage hold
ings secured by Georgia properties by over $1 billion.

Rapid growth in the savings capital of Georgia’s sav
ings and loan associations and in time deposits of com
mercial banks enabled these institutions to provide almost 
60 percent of this sum. Georgia’s life insurance com
panies, growing more slowly and limited by diversification 
requirements, were able to supply only about one percent 
of the net increase. Thus, a deficit of more than $400 
million had to be brought in from other sources. Again, 
in this challenge, as in the provision of public services, 
borrowing costs were an important factor.

. . .  a n d  R e s p o n s e

In filling this capital gap, Georgians exported over $100 
million net of mortgages to mutual savings banks, located 
mainly in New York and New England. Almost $300 
million net imported funds were supplied by more than 
130 life insurance companies. As shown in the chart, these 
companies represented every major geographic region ex
cept the Mountain states.

Georgia’s private sector had three major advantages in 
responding to this challenge. First, a good record of 
diversified growth in the decade of the 1950’s had al
ready attracted a large flow of mortgage funds from out- 
of-state life insurance companies and mutual savings 
banks. At the end of 1960, these two groups of investors 
held mortgages on Georgia properties amounting to $1.2 
billion. A second advantage was the presence of a well- 
established and growing network of mortgage bankers 
and other mortgage servicers skilled in the placement and 
servicing of mortgage funds. Finally, a lengthening re
covery, aided by favorable monetary and fiscal policies, 
assured further growth in the national pool of private 
savings and extended the ability of borrowers to service 
increased mortgage debt.

Because of data lags, most of the results surveyed 
here apply to the period ending in 1963. It is clear, 
however, that Georgia has responded well to the major 
challenges of the current expansion and that the national 
fiscal-monetary policy mix has had far more favorable 
than unfavorable effects upon the state’s economy.

H i r a m  J. H o n e a

This is one of a series in which economic developments in 
each of the Sixth District states are discussed. Develop
ments in Alabama’s economy were analyzed in the July
1964 R e v ie w , and a discussion of Mississippi’s economy 
is scheduled for a forthcoming issue.

Bank Announcements
On N ovem ber 21, the C i t i z e n s  B a n k  o f  C l a y t o n  C o u n t y ,  
F orest Park, Georgia, a new ly organized nonm em ber bank, 
opened fo r business and began to rem it at par fo r  checks 
drawn on it when received from  the F ederal R eserve Bank. 
Officers are H enry C. D orsey, Chairman o f the Board;
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