
S e a s o n a l  I n c o m e  P a t t e r n s  
i n  t h e  S o u t h

Unless economic conditions change drastically, 
Southerners1 can expect a jump in personal in
come in December. Part of the gain will be offset 
in early 1969, when the South’s income is expect
ed to fall to the lowest point of the year. Begin
ning in the spring, however, the pattern probably 
will reverse and, except for a temporary summer 
lull, continue upward for the rest of the year. The 
rise from a February low to a December high 
should be about 10 percent, even if the longer- 
term upward trend in income levels off.

Although not intended as an economic fore
cast, the above description of the South’s income 
pattern in coming months is a fairly safe bet. 
Typically, Southerners experience a drop in per
sonal income at the beginning of the year, fol
lowed by an irregular rise to the December high. 
Since this same pattern occurs almost every year, 
another repeat performance is almost certain. 
Predictions of seasonal changes based on a re
curring pattern year-after-year are much more 
reliable than forecasts of underlying trends and 
cyclical fluctuations.

Generalizations about monthly income swings 
for the South, however, do not reflect accurately 
the pattern for the separate areas within the re
gion. Although we can count on the low points 
in personal income occurring consistently in Feb
ruary for all six District states, the upward paths 
and peak months differ significantly for each 
state. In Alabama, Louisiana, and Mississippi, 
the largest boost in personal income comes in 
October or November. On the other hand, Geor
gia’s peak income month is typically August and 
in Florida and Tennessee it is December. Fluctu
ations between the lowest and highest income 
months also vary among the states, reflecting 
differences in economic make-up and, therefore, 
sources of income.

^ h e  South as used in this article embraces the 
Sixth Federal Reserve District states of Ala
bama, Florida, Georgia, Louisiana, Mississippi, and 
Tennessee.

Seasonal Economic Activity
The experienced banker or businessman needs no 
reminder that economic activity follows a recur
ring seasonal pattern during the year. The retail 
merchant, for example, knows that he likely will 
have an increased pace of business around Christ
mas, and he must plan his purchasing and person
nel changes accordingly; the contractor buys 
materials and hires additional workers for the 
spurt in construction activity that inevitably 
comes during the summer months; the farmer has 
unusually heavy expenditures in the spring as
sociated with plantings, while most harvesting 
activity takes place in the fall. Bankers recognize 
these and other patterns of seasonal activity, and 
they plan for an uneven deposit inflow and de
mand for loans during the year. At the same 
time, wage earners in industries with high de
grees of dependence on seasonal activity realize 
that their incomes may not flow evenly during 
the year.

Although the pattern may differ for each type 
of business or industry, the inherent intrayear 
fluctuations usually follow a systematic path 
from one year to the next. Economists take these 
recurring fluctuations into account by making ad
justments in economic data to reflect the typical 
pattern. Procedures have been developed for 
measuring these systematic fluctuations, gener
ally referred to as seasonal adjustment tech
niques.

Modem techniques of seasonally adjusting eco- 
namic data are highly sophisticated and refined. 
The overall approach still involves, in some man
ner, a process for averaging the data for the same 
months over several years to arrive at a “typical” 
measure of activity for that month. The normal 
level of business activity being measured for each 
month is then considered in relation to the aver
age monthly level for the entire year. If activity 
in a certain month is equal to the average month 
for the year, a value of 100 is assigned as that 
month’s seasonal factor. Values above 100 repre-
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sent a seasonal increase and those below 100 a 
seasonal decrease. The degree of seasonal activity 
is therefore represented by the percentage amount 
each month’s seasonal factor exceeds or falls 
below 100. The resulting seasonal factors are then 
used to adjust economic data for normal seasonal 
activity in order to reveal the fundamental 
changes that are of concern to the economist and 
business analyst.

The seasonal factors themselves, however, tell 
a story of their own. The seasonal index offers the 
analyst or businessman a convenient indicator of 
the normal level of activity during a certain 
month as well as the seasonal strength or weak
ness compared to other months. Differences in 
business seasonal patterns, when one area is com
pared to another, also mirror differences in the 
relative importance of business activities of a sea
sonal nature between the areas.

Seasonal Income Activity
Although each subsector of an area’s economy 
has a typical seasonal pattern, the focus of this 
article is seasonality in personal income. An 
area’s personal income—wages and salaries, prof
its, rents, and transfer payments—is a major in
dicator of general economic conditions, since the 
level or rate of change in business activity in 
many underlying sectors is reflected by the total 
income produced.

Seasonal personal income indexes for the en
tire District and each District state are shown on 
the accompanying chart. The extent of fluctua
tions around the 100 percent norm gives us some 
idea of the amount of seasonal income variation. 
The range of seasonal swing and average devia-

Table I
Measures of Seasonal Sensitivity on 

Personal Income, 1966
A verage D eviation1 R elative  R ange2 

P e rc e n t

A labam a 3.17 14
T e n n e ss e e 3.17 14
L ouisiana 2.83 12
G eorgia 2.92 13
F lorida 2.42 15
M ississippi 9.08 33

T otal Six S ta te s 2.83 11

iT he  av erag e  a b so lu te  am o u n t by w hich  th e  m on th ly  sea so n a l 
fa c to rs  d e v ia te  from  th e  av erag e  fo r all 12 m o n th s  of th e  
year. S in ce  th e  no rm al m on th  th ro u g h o u t th e  y e a r  is  re p re 
s e n te d  by 100, th is  m e a su re  re p re s e n ts  th e  a v e rag e  m onth ly  
d ev ia tion , p e rcen tag ew ise , from  th e  y e a r’s  average . T he c lo se r 
th e  av e rag e  d ev ia tion  is  to  zero , th e  le s s  sea so n a l varia tion ; 
th e  a m o u n t by w hich  it e x c eed s  zero  is  an  in d ica tio n  of th e  
d eg re e  of sea so n a li ty  in incom e.

2T he d iffe ren ce  in th e  high a n d  low v a lu es  fo r th e  sea so n a l 
index, ex p re ssed  a s  a p e rc en ta g e  of th e  y e a r’s  average .

Personal income in the six D istrict states ex
hibits varying seasonal patterns. An early down
turn is common, but the upward paths and peak 
months are unique in alm ost every state. Some  
minor sh ifts have occurred in recent years in 
the seasonal patterns.

Percent

N O V E M B E R  1968 151Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

November 1968



tion from the norm (Table I) provide summary 
measures of the seasonal variation. Taken to
gether, these measures tell us that income in 
individual months will vary, on average, about
3 percent from the average for the year, and 
the variation will amount to about 15 percent 
between the high and low values. The major 
exception to this pattern is Mississippi, where 
the average monthly variation is approximately 
9 percent and from the lowest to the highest 
points it is over 30 percent. Mississippi is unique 
among the District states in the unusually sharp 
upturn in its income in late summer and early 
fall.

Each state has its own distinct seasonal income 
pattern, which is related to the sources of its in
come. Within each state, the various income com
ponents work together through their own unique 
seasonal patterns to shape the state’s overall sea
sonal income oscillations. To a large extent, the 
seasonal effects offset each other, so that the over
all seasonality pattern is an average of the sep
arate influences.

The range between high and low values of the 
seasonal income index for the District is smaller 
than for any of the individual states. Instead of 
the swings in income in each state moving to
gether and accentuating the District’s fluctuation, 
the movements are oftentimes offsetting, thereby 
minimizing the volatility of the swings when the 
entire District is considered. In other words, the 
separate seasonal effects in the various states tend 
to cancel each other when combined.

In order to look at these cancellation effects, 
we grouped the states according to their seasonal 
similarity to the District. The basis for our group
ing was the number of months in which the 
state’s seasonal movement paralleled that of the 
District. If the state’s seasonal pattern moved in 
the same direction as the District’s, then the sea
sonal patterns were similar. The order in which 
the states are listed in Table I is based on the

Income Data
The income data from which the seasonal fac
tors were calculated were based on monthly in
come estimates made by the Federal Reserve 
Bank of Atlanta for each District state. The year
ly income totals derived from the monthly esti
mates are adjusted each year to the annual 
estimates made by the U.S. Department of Com
merce for these states. The seasonal factors 
shown in this article were derived from the 
Bank’s 1961-66 monthly estimates, after adjust
ment to the Commerce Department’s annual 
estimates.

similarity of each state with the entire District, 
i.e., Alabama and Tennessee showed very similar 
patterns, moving in the same direction as the 
District during 11 months, and Mississippi 
showed the least similar pattern.

Examining the chart on seasonal factors clearly 
shows the similarity of Alabama’s and Tennes
see’s income patterns with those of the six states 
combined. Even in these two states, however, off
setting patterns are apparent. The slight rise in 
October’s seasonal factor at the District level rep
resents a type of weighted average between a de
crease in Alabama’s income for that month and 
an increase in Tennessee’s. In the states with the 
least similarity to the District, the cancellation 
in income patterns is even more apparent.

Economic Structure and Seasonality
Dissimilar seasonal income patterns among the 
states is not unexpected. Differences in economic 
characteristics and sources of income result in a 
unique pattern for each state. Compare Missis
sippi and Florida, for example: Mississippi’s in
come pattern is influenced strongly by the agri
cultural sector, while Florida relies heavily on 
income from trade and services. Generally, the 
more diversified the state’s economy and the 
less it depends on income from seasonal sources, 
the smoother is the seasonality of its overall in
come pattern. Those states that depend more 
heavily on income from seasonal sources prob
ably will also experience wider swings in their 
overall seasonal income patterns unless, of course, 
the seasonal fluctuations from various sources 
are offsetting.

Some idea of each state’s underlying major in
come sources is, therefore, an important element 
shaping its overall seasonal income pattern. In 
making monthly income estimates, the Federal 
Reserve Bank of Atlanta estimates the income in 
each of several major segments. Thus, we can use 
these components to establish the reasons for the 
varying seasonal patterns among states as well as 
within each state. The combined sectors that ac
counted for over half of each state’s personal in
come in 1967 are shown in Table II. Also shown, 
are the ranges from highest to lowest in the sea
sonal index for each of these components. Taken 
together, they suggest the importance of the vari
ous sectors in determining each state’s overall 
seasonal income pattern.

Those sectors directly related to weather or 
climatic conditions — construction, agriculture, 
trade, and property — generally experience the 
most volatility in income during the year. In 
every state, agriculture is the most changeable. It 
ranges from 135 percent of the norm in Alabama
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T ab le  II

S h a re s  o f Total P e rson a l In com e by Se le cted  C o m p o n e n ts1 and  

R an ge  o f S e a so n a lity ,2 S ix th  D istr ic t  S ta te s

S ta te

C om ponen t A labam a Florida G eorgia L ouisiana M ississippi T e n n e sse e

M an u fac tu rin g
%  S h a re 22 11 20 13 18 24
S e aso n a l ran g e 4 10 4 7 6 4

C o n struction
%  S h a re 4 5 4 7 4 4
S easo n a l ran g e 24 14 30 17 30 32

A gricu ltu re
%  S h a re 4 3 4 4 11 3
S easo n a l ran g e 135 142 173 136 214 137

T rad e
%  S h a re 10 13 12 11 9 11
S easo n a l ran g e 5 15 7 7 5 8

S erv ices
%  S h a re 8 10 7 7 7 7
S easo n a l ran g e 4 11 3 5 4 3

P roperty
%  S h a re 11 18 11 15 12 12
S easo n a l ran g e 20 33 21 20 23 22

S h a r e s  of to ta l in co m e  a re  b a se d  on U.S. C om m erce  D e p a r tm e n t’s  a n n u a l figures fo r 1967.
^Seasonal ran g e s  w ere  c a lc u la te d  from  th is  B ank’s  m on th ly  in c o m e  e s tim a te s  a n d  th e ir  co m p o n e n ts  fo r 1966.

to 214 percent in Mississippi. The wide swing in 
agricultural income in Mississippi, however, is 
the major factor shaping that state’s overall sea
sonal pattern because of its importance—10.6 
percent of total personal income—in Mississippi’s 
economy. Although the seasonality of income 
from agriculture in the other states is also ap
parent, it contributes less to the overall seasonal 
income pattern in those states, since agriculture 
accounts for a smaller share of their total in
comes.

Construction income is related to climatic con
ditions as well and acts in the same manner on 
personal income as agriculture does in most of 
the states. Trade accounts for about 10 percent 
of most of the states’ income, with the seasonality 
of this sector being especially noticeable in 
Florida. Service income follows a pattern similar 
to trade income in Florida, as does property 
income.

In the states other than Florida and Louisiana, 
manufacturing is the single major source of in
come. However, since manufacturing is not as de
pendent on climatic or other special seasonal in
fluences, the seasonal swing for this component 
is less volatile for each state.

Less Seasonality
Although we found that seasonal swings in per
sonal income follow a definite pattern, the pat
terns have changed slightly over the years. This 
becomes evident as one compares the seasonal 
indexes for 1960 and 1966 for each of the states

in the chart. The chart also shows that seasonal 
swings in personal income have become smaller. 
Income sources that are light in seasonality have 
grown rapidly, and the behavior of tourist 
and other traditional seasonal activities has 
moderated.

Smaller income swings are welcome since they 
contribute to a more stable income base and a 
more stable economy. An outstanding example is 
Florida, which has managed to attain greater 
seasonal balance by attracting a growing number 
of summer visitors to supplement her traditional 
surge of winter vacationers.

Recognition of the “typical” patterns of busi
ness activity is usually a first step in discovering 
ways of smoothing out the sharp seasonal fluctua
tions in a state’s economy. The seasonal patterns 
of personal income can serve as a point of de
parture for focusing attention on the magnitude 
and timing of reducing these seasonal imbalances.

Recognition of the seasonal nature of economic 
activity is also of prime concern to the banking 
community. Commercial banks are faced with 
seasonal demands for credit, and these demands 
do not always coincide with seasonal swings in 
their deposits. Banks often find that the demands 
for their loans and deposits vary with changes in 
economic conditions in their communities. Some 
of the relationships between bank deposits and 
personal income, with special reference to the 
Southeast, will be discussed in a future Monthly 
Review article.

J oe  W. M cL eary
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