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This article measures the participation of Sixth District banks in American 

banking activity. Measurements span the 20 years from 1955 to 1975, 

permitting an examination of changes in Sixth District banks' participation in 

American banking activity. The statistics presented here provide raw material 

for raising and testing new questions about the Southeastern economy.

The use of semiannual call report data, the standard source encompassing 

all banks in the Sixth District, limits the features of "banking activity" 

examined to major balance sheet items (see Appendix). For each of these 

balance sheet items we have calculated a "participation index" (PI) 

spanning 20 years of semiannual observations. For each call report date, 

the index measures the regional share of national economic activity.1

Our PI can also be interpreted as the volume of regional business loans 

per dollar of regional economic activity divided by the volume of national 

business loans per dollar of national economic activity. We chose personal 
income as an indicator of economic activity, converting state data into 

a measure of the annual rate of income receipts within Sixth District 

boundaries on the 1955-1975 call report dates.

A PI of 1.0 for business loans would suggest that regional banks participate 

in business loans to about the same extent as banks nationally; a PI of 0.7 

would suggest banks participate at about seven-tenths of the national 
rate. The index thus provides a comprehensive measure for looking at 
regional banking in the context of both national banking activity and the 
region's share of economic activity.

The indices merely describe District banks' participation; they do not 
explain it. Underparticipation in business loans, for example, a fact defined

NOTE: Ruth Goeller, Statistical Analyst, contributed significantly to this article.
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by a PI less than 1.0, might result from many 

reasons. Reliance of regional business borrowers 

on short-term credit could be less than is typical 

nationally. Regional reliance on bank credit, as 

distinct from other short-term sources of credit, 

could be less than is typical, or the volume of 

regional business borrowing from outside banks 
could more than outweigh the volume of borrow

ing by outside businesses from regional banks.

In developing the study, we hoped for direct 

evidence on a research question. In the literature 

of economic development, there is a proposition 

that as economies become more sophisticated, 

financial activity occupies an increasingly im

portant share of economic activity. (For instance, 

the simplest kind of barter economy has no finan

cial activity at all.) In terms of per capita 

income, which is the most conventional and reason

able measure of economic sophistication, the Sixth 
District region has become increasingly sophisti

cated relative to the nation; between 1955 and 1975 

the region's per capita income grew from 72 percent 

of the nation's to 83 percent. According to this 

theory, then, many of the District's Pi's would 

have increased over the period. To the extent 

that per capita income does measure economic 

sophistication, we would further expect to find 

the District indices have increased at a level 

less than 1.0. The results generally display such 

a pattern, suggesting that the proposition applies 

to the Sixth District economy.
Let us begin by examining the District partic

ipation indices for the broad categories of assets, 

deposits, loans, investments, and capital accounts. 

Loan, investment and deposit categories are de

scribed in more detail later.

The Sixth District generally underparticipates 
in the broadest measures of banking, total assets, 

and total deposits. In mid-1975, the Sixth District 

accounted for about 10 percent of the nation's 

economic activity, but only about 9 percent of its 

banking assets and deposits. Accordingly, the 
Pi's for both these measures are 0.9, or nine- 

tenths of parity with banks around the nation. 

Alternatively, these indices show that nationally 
banks held 75 cents in assets and 61 cents in 
deposits for each dollar of national personal in
come, whereas District banks held 65 cents and 54 
cents for each dollar of District income.

Since 1955, the District indices for bank 
assets and deposits have increased from about 0.8 

to 0.9. Most of the increase has come since 1968 

(see charts). As mentioned, this is broadly con

sistent with the idea that as the region has 

approached the nation in per capita income, 

participation by District banks has increased.

Turning to bank loans, we find the current PI 

is about 0.85, slightly below those for deposits 

and assets. The region's aggregate loan/deposit 

and loan/asset ratios, therefore, have been lower

The Sixth District generally underparticipates in 
the broadest measures of banking activity.
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than the nation's. Correspondingly, a greater 

share of District banks' asset portfolios are held 

in the form of investments. Since investments are 

less likely to be locally generated than loans, 
we have grounds for supposing that regional credit 

demands are satisfied less by District banks than 

is typical in other parts of the country. The loan 

statistics resemble assets and deposit data in that 

the PI has increased (from about 0.7 to 0.8) dur

ing the past 20 years and in that most of the in

crease has come since 1968. The District loan/ 

deposit and loan/asset ratios have held steady 

over the period.

In capital accounts, the regional PI is 

slightly below 0.95, having climbed steadily from 
about 0.7 in 1955. The region's bank capital per 
dollar of personal income has increased, from about 
4 cents to around 5 cents. Bank capital in the 
United States (per dollar of income) has remained 

constant at about 5 cents during the 20-year period.
Comparing these figures with the bank assets 

indices mentioned earlier, the aggregate Sixth 

District capital/asset ratio has been slightly 
higher than the nation's since about 1961. From 

available information, we do not know whether this 

is because District banks tend to be smaller than 
their national counterparts—smaller banks apparent

ly tend to have higher capital/asset ratios— or 

because District banks are, on average, more con
servative in setting aside capital. In any case, 

the average Sixth District bank was apparently 

in slightly better shape, based on capital, at midyear 

1975 than was its counterpart elsewhere in the 

country.
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Major Loan Categories

The participation index for total loans, as noted 

earlier, rose in the past 20 years from about 0.7 

to about 0.85. Both regionally and nationally, 

there has been a strong expansion in bank loans 

per dollar of income over that time, but rising 

indices show that the District's increase has been 

greater than the nation's. Since 1955 District 

banks have doubled their loan portfolios in re

lation to income, from 18 to 33 cents. The corre

sponding national increase (from 33 to 39 cents 

per dollar of income) has not been as great in 
percentage terms, but banks throughout the country 
nevertheless ended the period at a much higher 

activity level than those in the District.

We have also calculated indices for three selected 

loan categories— consumer loans, commercial 

and industrial (business) loans, and loans 

"to  other financial institutions." The patterns for 

these three categories are quite disparate. In 

mid-1975, the consumer loan PI was extremely 

high, whereas the indices were low on both business 

loans and loans to other financial institutions.

Over the past 20 years, the consumer loan PI has 

increased sharply, the business loan PI has held 

steady, and the PI for loans to other financial 

institutions has dropped sharply. Since these 

are major bank loan categories, the implica

tion, quite correctly, is that the increase in 

the District's overall loan PI has come largely 

from the strength in its consumer loan component.

Looking at consumer loans in more detail, we 

found that in 1955 District banks and their 

national counterparts were operating at about 

the same levels of activity, each then showing 

about 5 cents in consumer loans for each dollar 

in personal income. In other words, the regional 

PI for consumer loans was about 1.0. Since then, 

District banks' consumer loans have more than 

doubled to 11 cents per dollar of income, whereas 

national portfolios have risen only to about 8 

cents per dollar of income. This has raised the 

District's PI to about 1.3, the highest index in 

the study. The big increase came largely in the 

last ten years.

Sixth District banks, then, deal much more 

heavily in consumer loans than do their national 

counterparts. Assuming that markets for consumer 
loans are primarily local, we do not know whether 

District consumers borrow more per dollar of in

come than consumers nationally or District 
borrowers have (or think they have) fewer nonbank 

credit sources from which to borrow or District 

banks are somehow more effective in competing 
for consumer loan business than is generally true 

in the U. S. banking system. The data at hand 

do not discriminate among these explanations. 

This District emphasis on consumer loans does 

not, however, seem to be a business cycle 

phenomenon; it has frequently been the case over 

several cycles.

When we turn to business loans, the picture 

is strikingly different. District banks have 

increased their portfolios of business loans over 

the 20 years (from 7 cents per dollar of income 

to 9V2 cents). But this increase has brought 

District banks only to where banks in the nation 

were 20 years ago; nationally, banks increased 

their business loan portfolios from about 10 cents
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per dollar of income in 1955 to 14 cents in 1975. 

The District PI on business loans, therefore, has 

held steady at 0.65, significantly below 1.O.2

This is not surprising, since bank borrowing 

by large firms is widely thought to be concentrated 

in such national credit centers as New York and 

Chicago. It is interesting, however, that all of 
the District's strong 20-year increase in business 

loans per dollar of income has been matched 

nationwide.

Other financial institutions are savings and 

loan associations, insurance companies, and securi

ties dealers, "o ther" referring to "other than 

banks." Here the pattern of loans has been down

ward. This is the only item examined in which 

District activity per dollar of income has dropped 

(from about 1V 2 cents in 1955 to about 1 cent 

in 1975). National activity, on the other hand, 

has increased from 2 cents to 3 cents.

Over the 20-year span, therefore, this PI has been 

halved from about.0.7 to about 0.35, the only in

dex to show a decline.

Major Investment Categories

In the investment sector, District banks have come 

roughly into line with their national counterparts. 

This index has increased steadily during the 

last 20 years, from about 0.85 in 1955 to about

1.05 in mid-1975.
The two specific investment categories show 

very different behavior, even more so than loans. 

Both in the nation and the District, banks sharply 

decreased their holdings (per income dollar) of 
Federal government securities during the 20-year 

period. In 1955, banks in the nation held about 

19 cents worth of government securities; by mid-

1975 holdings had plummeted to about 5 cents.

The drop in the District was not quite so sharp, 

from 16 cents in 1955 to 5 cents in 1975. The 

participation coefficient for government securi

ties, accordingly, has risen from 0.8 to about 1.0.
Bank activity in state and local obligations, 

on the other hand, has increased sharply, both in 

the District and the nation. Nationally, holdings 
per income dollar increased gradually from 4 to 
about 8 cents over the 20 years. In the District, 
activity rose from about 4 cents in 1955 to about

9 cents in mid-1975. The indices, accordingly, 
have drifted up from about 0.9 at the beginning 

of the period to about 1.10 most recently. By 

mid-1975, therefore, District banks held a dis

proportionately high level of municipal obliga

tions in their portfolios.

Major Deposit Categories

As mentioned, the participation index for total

2See this Review, "D istrict Business Loan Inflow s," Joseph E. 
Rossman, Jr.

Semiannual Call Report Date 
‘ Includes agency issues.

deposits rose from about 0.8 to about 0.9 over the 

period. This increase reflects growth relative 

to income in both the District and the nation, 

with the District slightly ahead. In 1955,

District banks reported 49 cents in deposits 

per dollar of income; the national figure was 

56 cents per dollar. By mid-1975, District 

banking activity had almost reached the national 

level of activity of two decades earlier (54 

cents) but by this time that had risen to 61 

cents.
Just as in the case of loans and investments, 

the picture becomes more diverse when we dis

aggregate the deposit figures into their major 

components, private demand deposits, private time 
deposits, and deposits of the U. S. government. 
Private demand deposits have fallen steadily in 
relation to income throughout the period. Both 
District and national banks in mid-1975 reported 
about 18 cents in private demand deposits for each 

dollar of personal income, so that the PI has come 

very close to 1.0. In terms of cents per dollar 

in income, however, District banks began the 20- 

year period at a lower level than their national 

counterparts. The 1955 District figure was about 

28 cents and the national figure about 34 cents, 

so that the PI then was about 0.8. In other words, 

the sharper national drop in activity has brought 

the District's participation coefficient up around 

1 .0 .
The decrease in private demand deposits per 

dollar of income is generally thought to reflect 

the gradual and continuing economization of de

mand deposit balances since World War II.
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Economization is probably a response to secularly 

higher interest rates, accentuated and accelerated 

by new applications of technology to the financial 

area. Credit cards and computers have enabled 

both businesses and households to operate with a 

lower level of money balances relative to income. 

In technical terms, we may summarize this tendency 

by saying the income velocity of money (of 

which private demand deposits are the main 

component) has increased.

Our interpretation of the PI pattern cited 
above combines two opposing tendencies. As the 

region's economy has become more sophisticated 

relative to the nation, demand deposits per income 

dollar have tended to increase. At the same time, 
however, both the nation and the District have

been economizing on demand deposits. The net of 

these two effects, apparently, is that District 

private demand deposit balances per dollar of 

income have dropped less than in the nation, 

which started at a higher level. Each is now at 

about the same level, so that the current District 

PI is close to 1.0.
While private demand deposit balances per 

income dollar have been running down, private 

time deposit balances have been piling up. Call 

report data on time balances, however, include 

time deposits of two markedly different types, 

consumer savings instruments and money market 

certificates of deposit. Combining these two 

types, we find that District banks' time deposits 

per dollar of income have roughly tripled over the 

past 21 years, from about 9 cents in 1955 to about 

26 cents in 1975. Nationally, banks started at a 

higher 14-cent level in 1955 and have moved up to 

about 30 cents. Accordingly, the District's partic

ipation coefficient has risen, from about 0.65 

to 0.85. Most of the District's underparticipation 

in time deposits is probably concentrated in money 

market CD's rather than consumer savings 

instruments.

The final major deposit item we examined is 

deposits of the U. S. government. The indices 

here are by far the most erratic. However, there 

does seem to be a general increase in the index, 

from about 0.635 to 0.69 in mid-1975. Most of 

the increase appears to have come in the last six 

or seven years.

Four especially interesting facts emerge from 

the study: (1) Sixth District banks have increased 
their overall banking activity from 80 percent to 

90 percent of national participation levels, an 

increase consistent with the theory that increased 

economic sophistication brings a more-than- 

proportional increase in financial activity; (2) by

1975, District banks were participating in invest

ment and demand deposit activity at about the 
national rate but were below parity in loan and 
time deposit activity; (3) District banks partic
ipate unusually and more and more heavily in 

consumer loans; and (4) District participation 

in loans to other financial institutions has declined 
significantly. ■
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APPENDIX

Methodology and Data Sources

To measure the importance of District banking 
activity, we began with major balance sheet 

items aggregated over all commercial banks, 

member and nonmember, within the boundaries 

of the Sixth Federal Reserve District. The 

semiannual call report series began with the 

12/31/55 call and ended with the 6/30/75 call, 

the latest for which tabulations were available. 

(One item, loans to other financial institutions, 

was not available until the 12/31/59 call.)

We attempted to adjust the levels given by 

the District balance sheet totals to take account 

of both contemporaneous changes in national 

balance sheet totals and changes in the economic 

bases underlying regional and national banking 

markets. To do this, we chose to express our 

measurements in a “participation index” defined 

as the regional share of U. S. banking activity 

divided by the regional share of U. S. economic 

activity, or, equivalently, as regional banking 

activity per dollar of regional income divided by

U. S. banking activity per dollar of U. S. income. 

We calculated these participation indices for 13 

selected balance sheet items.
We chose personal income as the best available 

measure of state and national economic activity. 

Since three of the six District states (Louisiana, 

Mississippi, and Tennessee) lie only partly within 

the Sixth Federal Reserve District, we interpolated 

between census data on county personal income in 

the census years 1950, 1959, 1967, 1972, and 1973 

to derive estimates of personal income within the 

District portion of these states on dates corre

sponding to the semiannual banking data. The 

results are described in "The Sixth District Share 

of Personal Income in Mississippi, Louisiana, and 

Tennessee," Monthly Review, August 1975.

In analyzing the participation indices, we 

focused on broad trends rather than narrow 

fluctuations. As the charts show, the trends were 

definite and sustained for all items except U. S. 

government deposits.
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