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1962 Economic Developments
in the Eighth Federal Reserve District

Introduction

THE COURSE OF ECONOMIC ACTIVITY in the
Eighth Federal Reserve District during 1962 was
similar to the pattern of the rest of the country for
the first half of the year, but deviated from the
national pattern during the last half. Nationally,
the economy expanded moderately during the first
half of 1962 but made little progress during the re-
mainder of the year.! Eighth District activity also
expanded slowly during the first half of 1962. In
contrast to the plateau in national business during the
latter part of the year, economic activity in a signifi-
cant number of Eighth District areas declined from
July to December.

In the St. Louis, Louisville, Little Rock and Spring-
field metropolitan areas economic activity, after ad-
vancing moderately from January to July, declined
during the last half of 1962 to show little net gain for
the year. The Fort Smith Area had a decrease dur-
ing the late months of the year, but not enough to
offset earlier advances.

Developments in Memphis paralleled the national
pattern of an advance during early 1962, followed
by a plateau during the last half year. The Evans-
ville Area had a continued, but slow, increase in
economic activity throughout the year.

This article analyzes economic activity during 1962
in the seven Eighth District Standard Metropolitan
Statistical Areas. A summary analysis is also given
for the parts of the district outside these metropolitan
centers.2 This approach is followed because the

1See “1962—A Year The Economy Marked Time,” this Review,
January 1963.

2 The Eighth District is composed of one entire state (Arkansas)
and parts of six other states (Illinois, Indiana, Kentucky, Mis-
sissippi, Missouri, and Tennessee), The proportion of each state’s
population in the district is presented in the following table.

1960 Total Per Cent District States’

State. Population Population Within Eighth District
Arkansas ............ 1,786,272 100
Missouri ............ 4,319,853 74
Kentucky .. 3,038,156 57
Mississippi 2,178,141 44
Tennessee 3,567,089 30
Indiana ......... .. 4,662,498 16
linois ............. 10,081,158 14

metropolitan areas are logical or natural economic
units, whereas the district as a whole is a diverse
area. Developments in these larger cities have con-
siderable influence on the over-all level of activity in
the entire district. Also, better monthly data are
available for these areas than for the district as
a whole.

Three general groups of economic indicators are
used in analyzing the over-all movement of economic
activity in an individual SMSA. These groups of in-
dicators are measures of manpower utilization, pro-
duction and spending, and financial activity.?

The manpower utilization group of indicators con-
sists of total employment, average hours worked in
manufacturing, and the unemployment rate. The
total employment figure is an estimate of the number
of individuals with a job. Since the number of jobs
a community can provide is one of the best indicators
of an area’s over-all economic activity, changes in
employment have been given great weight in this
study. Estimated average hours worked in manufac-
turing indicate the intensity of use of those employed
by manufacturing firms. The unemployment rate, an
estimate of the portion of the area’s labor force seek-
ing a job, provides an approximation of the share of
human resources not being utilized.

The production and spending indicators are com-
sed of industrial use of electric power, check pay-
ments, and department store sales. Changes in the
volume of electric power used for industrial purposes
provide an indication of changes in manufacturing

Seven areas wholly in the district are classified by the Bureau of
the Budget as Standard Metropolitan Statistical Areas (SMSA’s).
These areas are St. Louis, Louisville, Memphis, Little Rock,
Evansville, Springfield, and Fort Smith. The Texa;ka_na S_MSA,
having only one-fifth of its population in-the district, is not
analyzed here.

2 Data and charts for local economic indicators are available each
month to those who tequest them, They may be obtained by
writing the Research Department, Federal Reserve Bank of St.
Louis, P. O. Box 442, St. Louis 66, Missouri.
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activity. Check payments, which also include other
debits against demand deposit accounts, are a broad
measure of over-all spending and economic activity in
an area. Since a very large portion of payments for
goods and services is made by check, a major part of
spending is recorded as debits to demand deposits.
The volume of department store sales represents con-
sumer expenditures at these outlets.

Two indicators of financial activity, total deposits
and business loans, are used in this review of Eighth
District economic activity during 1962, Total deposits
represent local commercial bank sources of loan and
investment funds. Business loans are mostly short-
term loans for productive purposes. '

All the data presented in this article, unless other-
wise specified, have been adjusted for seasonal varia-
tions. In addition, the industrial use of electric power,
check payments, and department store sales series
have been smoothed by the use of a three-month mov-
ing average in order to remove irregular fluctuations.

In analyzing economic developments in a local area,
a more meaningful picture can be obtained by con-
sidering as a whole the entire set of indicators pre-
sented rather than by considering each indicator
separately. Economic activity by its very nature is a
composite of many different segments. In addition,
there may be shortcomings in each series which will
create a misleading impression if the series is analyzed
separately. In light of these considerations, this study
discusses movements in each indicator only as they
contribute to an understanding of the general develop-
ment of economic activity in a particular area.
4Data on business loans are not available separately each month

from banks in Fort Smith and Springfield; hence, total loans are
used in these centers.

SUPPORTING DATA for this study are available
from the Research Department, Federal Reserve
Bank of St. Louis. The data for the unemployment
rate and average hours worked were provided by
local employment service offices. For seasonal ad-
justments see “Seasonal Patterns of Business Activ-
ity,” this Review, August 1962, For a description of
all indicators, except unemployment rate and average
hours worked, see “Economic Indicators,” this Re-
view, October 1962.
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St. Louis, Missouri-Illinois

SMSA—St, Louis City, St. Louis, St. Charles and [efferson
counties, Missouri; Madison and St. Clair counties, lllinois.
1960 population—2,060,614,

THE LEVEL OF ECONOMIC ACTIVITY in the
St. Louis Metropolitan Area at the end of 1962 was
little changed from the level of a year earlier. Mod-
erate advances in economic activity during the first
half of the year were nearly offset by a general decline

after late spring.

Manpower Utilization—The utilization of St. Louis
labor resources remained unchanged during 1962 and
showed no significant gain over 1960-61.

Total employment in the St. Louis Labor Market
has remained virtually unchanged since early 1961.
The loss of employment in the 1960-61 recession was
not regained during the 1961-62 recovery. The aver-
age work week in St. Louis manufacturing firms
changed little on balance during 1962, after rising
moderately in 1961. The average work week in 1962
was a little over 40 hours, about the same as in early
1960 and slightly above 39.1 hours at the bottom

St. Louis Metropolitan Area

Manpower Utilization
Seasonaily Adjusted
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of the 1961 recession. The unemployment rate de-
creased from a peak of 7 per cent in the second
quarter of 1961 to about 5 per cent in the last months
of 1962. This decrease resulted from individuals
leaving the labor force and not from expansionary
forces. During all of 1962, the St. Louis Metropolitan
Area was classified by the Department of Labor as
having “moderate unemployment”, 3.0 to 5.9 per cent.®

Production and Spending—Indicators of St. Louis
Area production and spending showed somewhat
greater strength than was indicated by employment
data. The industrial use of electric power had in-
creased sharply in the last quarter of 1961 and for
1962 as a whole was markedly above 1961. After

remaining relatively stable during the first four months

St. Louis Metropolitan Area
Production and Spending

Ssosonally Adjusted
Three-Month Moving Averages

Industrial Use of Eleckic Power

1957-59=100 1957-59=100
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140 Check Payments* 140
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*Debits to demand deposit accounts, except interbank and U.S. Government accounts.

5 For a description of this classification system see, “'Labor Market
Classifications in the Eighth District,” this Review, November
1962. For a discussion of St. Louis employment trends see,
“Employment in the St. Louis Metropolitan Area, 1950-1962,”
this Review, December 1962.

of 1962, the use of power rose 3 per cent from April to
July and then declined from July to October. The
July level was regained by the end of the year. Over-
all spending, as measured by check payments, con-
tinued to advance during 1962, but a part of the gain
may have resulted from financial transactions unre-
lated to current economic activity and a part from
price and wage increases.” Department store sales
rose rapidly in early 1962, reached a peak in April,
and then drifted lower. Sales for the year were 4 per
cent above 1960 and 1961.

Financial Activity—Business loans outstanding at
St. Louis Area weekly reporting banks” increased
markedly in the last three quarters of 1962, after
trending downward for two years. By the end of the

St. Louis Metropolitan Area

Financial Activity
Seosonally Adjusted

1957-59=100 Business Loans 1957-59=100
140 140
130 December 130
120 —— o~ 120
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100 — 100
90 90
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lllll'lllllso
1960 1961

1962

year they had regained all of the loss of the May
1960-March 1962 period. Total deposits at weekly
reporting banks increased 4 per cent during 1962,
with a 16 per cent increase in time and savings
deposits more than offsetting a 3 per cent decrease in
demand deposits. For the year, demand deposits were
considerably below 1960 and 1961.

6 The reporting bank samples are somewhat less adequate for St.
Louis than for other centers in the district.

7 Idem.
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Louisville, Kentucky

SMSA—Jefferson County, Kentucky; Clark and Floyd counties,
Indiana, 1960 population—725,139.

DURING THE EARLY MONTHS of 1962, the
Louisville Metropolitan Area experienced a continued
recovery in economic activity from its low point of
early 1961. After the first quarter of the year this
advance ceased and then to the end of the year eco-
nomic activity in the Louisville Area slowly receded.

Manpower Utilization—In Louisville the utilization
of labor resources strengthened in the early part of
1962 but in the remainder of the year lost this gain.

Total employment in the Louisville Area advanced
from mid-1961 to early 1962. No further net increase
occurred during the last three quarters of the year.
The average work week in manufacturing was about
41 hours from late 1961 to mid-1962 and then edged
downward during the last half of the year. The un-
employment rate decreased from 8 per cent in mid-
1961 to about 5 per cent in April 1962 and re-
mained at about this level through the balance of
the year. Most of the improvement in the unemploy-

Louvisville Metropolitan Area

Manpower Utilization
Seasonally Adjusted
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ment rate in the second quarter of 1962 reflected
withdrawals from the labor force rather than an ex-
pansion in employment. In May, the Louisville Area
was reclassified by the Department of Labor from an
area of “substantial unemployment” (6.0—8.9 per cent)
to an area of “moderate unemployment” (3.0-5.9
per cent).

Production and Spending—Production and spending
in Louisville rose during the first half of 1962 and
then changed little to the close of the year. The in-
dustrial use of electric power during the first half of
1962 continued a rise which had begun in mid-1961.
In June 1962, power use was 20 per cent above its
June 1961 trough. Although cutbacks in power use
were prevalent from June to September, by the end
of 1962 the index had returned to about the June level.

Louisville Metropolitan Area
Production and Spending

Seasonally Adjusted
Three-Month Moving Averages

1957.59=100 Industrial Use of Electric Power 1957-59=100
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December estimated
110N /‘\/’ 10
"
mOA\‘ Vs 100
90 lLllllllIllMll ll\ij[lulll 90
ariment Store Sales
120 Dep 120
December estimated |
1no A 110
100 100
90 90
801LJL1J!I|14|l|||l|111LJJ_11|]Ll|lI 80
Check Payments**
130 130
120 120
j A}

10 -‘V/J .::imm;; 1o
100 100
N S NS NS R R B W W S W S
%0 1960 1961 1962 90

*Revision in sample.

**Debits to demand deposit accounts, except interbank and U.S. G

Digitized for FRASER
http://fraser.stlouisfed.

org/

Federal Reserve Bank of St. Louis



Check payments, after showing no net change from
May 1961 to May 1962, increased rapidly during the
summer and then remained about unchanged during
the last quarter of the year. Department store sales,
after a period of little change from September 1961
to February 1962, expanded about 7 per cent during
the spring and then fluctuated around this advanced
level for the remainder of the year.

Financial Activity—Business loans outstanding at
Louisville banks declined sharply in early 1962. From
February to July these loans were little changed.
After July these loans increased rapidly and in the last
quarter loans were 5 per cent above a year earlier.
Total deposits continued the increase which had be-
gun in early 1961. All the gain of the year occurred
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120 -

110

100

90

Louvisville Metropolitan Area

Financial Activity
Seasonally Adjusted
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Nonmelropolitan (ities

Al
VIHE TREND OF ECONOMIC ACTIVITY during 1962 in nonmetropolitan cities of the
Eighth District roughly paralleled that of metropolitan areas, with increases in activity to mid-
1962 and a slowdown in the last half of the year. Economic activity in 1962 in most of the

smaller cities was higher than in 1961.

Over-all spending, according to check payments, varied considerably from center to center.
Total bank debits for 1962 in Helena and El Dorado, Arkansas, and Sedalia, Missouri, were
about 15 per cent higher than 1961. In Pine Bluff, Arkansas, Greenville, Mississippi, Hannibal,
Missouri, Owenshoro, Kentucky, and Jackson, Tennessee, bank debits were 10 per cent higher
in 1962 than in 1961. Paducah, Kentucky, Quincy, Illinois, and Cape Girardeau, Missouri, had
increascs of around 5 per cent over 1961. Jefterson City, Missouri, had an 8 per cent increase
in debits for 1962. A large proportion of its debits are due to governmental transactions un-
related to private spending.

Department store sales in the nonmetropolitan centers of the Eighth District increased 2 per
cent from the end of 1961 to December 1962. Southern Ilinois sales remained unchanged, while
sales in western Kentuck}‘ increased 6 p(?l‘ cent.

The unemployment rate decreased during 1962 in most of the Eighth District labor markets
classified by the Department of Labor in the early part of the year as having “substantial” or
“substantial and persistent” unemployment (over 6.0 per cent). Of the approximately 170 classi-
fied nonmetropolitan labor markets in the district, only three, Greenville and Tupelo, Missis-
sippi, and Cape Girardeau, Missouri, had unemployment decreases sufficient to remove them
from the classified list.

Total bank credit outstanding at nonmetropolitan area member banks increased by 10 per cent
during 1962, with both loans and investments increasing at this rate. Total deposits of these
banks increased by 8 per cent, with a 20 per cent increase in time and saving deposits and only
a 2 per cent increase in demand deposits.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Memphis, Tennessee

SMSA—Shelby County, Tennessee.

D URING THE FIRST HALF OF 1962 economic
activity in the Memphis Metropolitan Area continued
to rise from its early 1961 trough. The expansion came
to a halt in the early summer and thereafter economic
activity changed little.

Manpower Utilization—Utilization of labor resources
in Memphis remained unchanged during the first half
of 1962 and declined slightly in the last half.

Total employment in the Memphis Labor Market
was up slightly in the first part of 1962. Beginning

Memphis Metropolitan Area

Manpower Utilization
Seasanally Adjusted
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in June, it drifted downward. Average hours worked
in Memphis manufacturing firms, which had increased
notably in 1961 to an average of 41.4 hours in the
fourth quarter, declined in 1962 to about 40.4 hours
by year end. The unemployment rate decreased dur-
ing 1962, and at the year end was 4.4 per cent com-
pared with a high of 5.8 per cent in April 1961.
Memphis remained in the “moderate unemployment”
classification (8.0-5.9 per cent) during the entire year.

Production and Spending—Production and spending
in Memphis during the first half of 1962 continued
their 1961 advance. After midyear, progress was slight.
Industrial use of electric power, which rose sharply
during 1961, continued to rise moderately in the first
quarter of 1962. Following little change from March
to July, a new high level was reached in the August-
October period. After October, the use of electric
power was slightly lower. Check payments in the early

Page 8
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1960 population—627,019.

Memphis Metropolitan Area
Production and Spending

Seasonally Adjusted

Three-Month Moving Averages
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Memphis Metropolitan Area
Financial Activity
Seasonally Adjusted
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months of 1962 continued an increase which had be-
gun about mid-1960, remained at a high level during
the second and third quarters, and then decreased to
year end. Department store sales during the first half
of 1962 continued an increase which had begun in
late 1961. Little further net change occurred in the
remainder of the year,

Financial Activity—Business loans at Memphis

weekly reporting banks averaged 6 per cent higher
in 1962 than 1961. They rose rapidly during the first
quarter and then showed little net change through the
month of July. The movement in the volume of
these loans after August was affected by an earlier
than usual marketing of cotton. Total deposits con-
tinued the increase which had begun about mid-
1960. As in other district areas, the gain was primarily
in time and savings deposits.

Little Rock-North Little Rock, Arkansas

SMSA—Pulaski County, Arkansas.

E CONOMIC ACTIVITY in the Little Rock Metro-
politan Area at the end of 1962 was about the same as
a year before. Early in the year economic activity
advanced quite sharply; but after late spring, declines
offset the earlier gains.

Manpower Utilization—Utilization of manpower in
the Little Rock Area increased markedly during early
1962 but declined in the second half of the year.

Total employment in the Little Rock Labor Market,
which had changed little during the previous two
years, increased about 3 per cent during the first three

Little Rock Metropolitan Area

Manpower Utilization
Seasonally Adjusted
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1960 popriation—242,980.

months of 1962. Following a period of stability from
April to June, employment declined rapidly. At the
end of 1962, it was 3 per cent below the June figure,
and about the same as December 1961. The work
week in manufacturing was unchanged from 1961.
The unemployment rate, which had declined from

Little Rock Metropolitan Area
Production and Spending

Seasonally Adjusted
Three-Month Moving Averages

1957-59=100 Industrial Use of Eleciric Power 1957-59=100
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*Debits to demand deposit accounts, except interbank and U.S. Government accounts.
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about 5 per cent in mid-1961 to 3.4 per cent in the
spring of 1962, averaged about 3.8 per cent in the last
half of the year. The Little Rock Area remained in
the “moderate unemployment” classification (3.0-5.9
per cent) throughout the year.

Production and Spending—Production and spending
in Little Rock increased from January to midyear
1962, after which no further gains were made. Indus-
trial use of electric power fluctuated widely during
1962. After reaching a peak in March, this measure
of industrial activity trended downward to the close
of 1962. Check payments continued to rise during the
first half of 1962 and then remained about unchanged
to the end of the year. Department store sales reversed
their downward movement of 1960 and 1961, rising
6 per cent from January to May. From May to the
close of 1962 they remained fairly stable at about the
1960 level.

Financial Activity—Business loans outstanding at
Little Rock weekly reporting banks averaged slightly
higher in 1962 than in 1961. Total deposits in the first
five months of the year continued an upward trend
which had begun in 1960. Subsequently, they showed
no net gain. All of the gain in total deposits during

Little Rock Metropolitan Area

Financial Activity
Seasonally Adjusted
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the year was due to a 25 per cent increase ‘n time
and savings deposits which more than offset a 4 per
cent decrease in demand deposits. The decline in
demand deposits was particularly marked in the last
half of the year.

Page 10

FEvansuville, Indiana

SMSA—Vanderburgh County, Indiana, and Henderson County,
Kentucky. 1960 population—199,313.

ECONOMIC ACTIVITY in the Evansville Metro-
politan Area continued to advance during 1962 from
its April 1961 trough. However, this upward move-
ment slowed during the second half of the year.

Manpower Utilization—The use of Evansville’s labor
resources generally increased from April 1961 to the
end of 1962.

Evansville Metropolitan Area

Manpower Utilization
Seasonally Adjusted

1957.59=100 Total Employment 1957-59=100
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Evansville employment started to rise in the second
quarter of 1961. During 1962, except for a slump
from February to April, this rise continued, but at a
slower pace. The unemployment rate decreased stead-
ily from 8 per cent in May 1961 to 6 per cent at the
end of that year and averaged about 4.5 per cent in the
last quarter of 1962. In August 1962, Evansville was
reclassified from an area of “substantial unemploy-
ment” (6.0-8.9 per cent) to an area of “moderate
unemployment” (3.0-5.9 per cent).®

Production and Spending—During first half of 1962,
production and spending in Evansville advanced
sharply and then changed little to the year end. Indus-
trial use of electric power rose sharply in the first half
of the year and remained virtually unchanged during
the last six months. Check payments during the early

8 Data on average hours worked in manufacturing are not available
for Evansville,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



months of 1962 continued an advance which had
started about mid-1961. After April, however, there
was little change in the volume of debits. Department
store sales in southern Indiana advanced significantly
from January to June, decreased from June to Septem-
ber and then improved in the last quarter.”

Evansville Metropolitan Area
Production and Spending

Seasonally Adjusted
Three-Month Moving Averages

1957-59=100 Industrial Use of Electric Power 1957-.59=100
150 150
140 Dec'ernber 140

130 130

120 /VA ,/-\ / 120

No—-— 10
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Department Store Sales
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20 90
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Check Payments*

120 120
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110 f_/‘/‘l 10

100 [—— \—/ 100
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1960 1961 1962

*Debits to demand deposit accounts, except interbank and U.S. Government accounts.

Financial Activity—Business loans outstanding at
Evansville weekly reporting banks, after rising mark-
edly in January 1962, averaged 8 per cent higher in
1962 than in 1961. Total deposits advanced mod-
erately during 1962, with demand deposits increasing
3 per cent and time deposits 6 per cent. The growth
in time deposits was considerably less than in other
district centers. Indiana regulations did not allow the
interest rate paid on time deposits to exceed three
per cent, whereas other district states had no such
restriction and permitted these rates to be increased
under Regulation Q.

9 Sales for southern Indiana include reporting stores in Evansville
and Vincennes.
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i ARM INCOME in the Eighth District was some-
what higher in 1962 than in 1961. In all district states
except Missouri and Kentucky, cash farm receipts in
the first ten months of the year were equal to or
higher than in the same months of 1961. Mississippi
and Arkansas, with increases of 17 and 9 per cent,
respectively, registered the major gains.

Prices of major district farm commodities averaged
about 2 per cent higher in 1962 than in 1961, con-
tributing to the higher cash receipts. Gains in cattle,
broiler, and soybean prices more than offset slightly
lower prices for milk and rice. Other major district
commodities sold at about the same prices as a year
earlier.

Output of most major district crops was somewhat
larger in 1962 than in 1961. Corn production was up
substantially in the Corn Belt states of Indiana and
IMinois and was slightly higher in Kentucky. Produc-
tion of sovbeans, tobacco, rice, and cotton rose in
most district producing states.

Farm real estate values during 1962 in states of
the Eighth District continued their postwar upward
trend. All seven states shared in the gains, but the
increases were generally greater in the south.

Percentage increases in the average value per acre
of farm real estate in Eighth District states for the
vear ending July 1, 1962 were:

District States Per Cent District States Per Cent
Arkansas ... .. ..., 8 Mississippi .. .. ... 11
Hlinois ... ... .. 3 Missouri 2
Indiana ... ... .. 5 Tennessce .. ... .. 6
Kentucky . ... .. 8

Evansville Metropolitan Area
Financial Activity
Seasonally Adjusted
1957-59=100 Business Loans 1957-59=100
160 160
150 December 150
140 140
130 /M’_/A"v 130
120 - 120
110 Lllllll[ll\ll(J_LlelllllllllLlLl]]o
Total Deposits
130 130
120 wlzo
10 fl - —— 110
100 ,/ 100
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1960 1961 1962
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Springfield, Missouri

E

SMSA—Greene County, Missouri.

CONOMIC DEVELOPMENTS during 1962 in

the Springfield Metropolitan Area were somewhat
uneven. On balance, Springfield experienced rising
economic activity to spring, after which there was a

decrease to the year end.’®

Springfield Metropolitan Area

Manpower Utilization
Seasonally Adjusted

1957-59=100 Total Employment 1957.59=100
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né /\jVA 1né
N2 /J \M}\/ Decemberf 5
108 108
104 L1 l - l 11 ! 1 11 I 11 ' 11 ] J | 11 l l_l_Ll JJ I\ ]04
Per Cent Unemployment Rafe Per Cent

4 4

8 E 8

7 ~ 7

s ’ \l \/\,\ i s

4__ Decembeﬂ_4

OT! 1 , 11 l 1 lLI { | i Ll | 11 |J_L Lt | | J_LJ 1 l 1 1—r0

1960 1961 1962

Springfield Metropolitan Area
Production and Spending

Seasonaily Adjusted
Three-Month Moving Averages

1957.59=100 Depariment Store Sales 1957-59=100
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Check Payments*
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*Debits to demand deposit accounts, except interbank and U.S. Government accounts.
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1960 population—126,276.

Manpower Utilization—Utilization of labor resources
in Springfield increased moderately during early 1962,
followed by a sharp decrease to the year end. Total
employment in the Springfield Labor Market in-
creased 6 per cent during the first four months of
1962. From April to December this rise was mostly
offset by declines. Employment in 1962 averaged 4
per cent above 1961. The unemployment rate in
Springfield rose from 5.2 per cent in January to an
average of 6 per cent for April to September. The
rate then decreased sharply to the close of 1962.

Production and Spending—In Springfield, production
and spending advanced during the first two quarters
of 1962, and then slackened off to the year end. Check
payments in 1962 continued an expansion which had
begun in 1961. However, after August the increase
was small. Although department store sales fluctuated
greatly, total sales for the year were 3 per cent above
1961.

Financial Activity—Total loans outstanding at Spring-
field member banks increased 11 per cent during 1962.
Demand deposits at member and nonmember banks
increased 6 per cent.

Springfield Metropolitan Area
Financial Activity

Seosonally Adjusted

1957.59=100 Total Loans* 1957-59=100
160 160
150 December 150
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130 / 130
120 120
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Demand Deposits™
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100 100
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1960 1961 1962

*All member banks
**Demand deposits of individuols, business and local governments. (All banks)

10The economic indicators for Springfield are in the process of being
refined and are subject to revision. Data on average hours worked
in manufacturing are not available. An index of industrial use
of electric power is not available because of insufficient back data.
Since member banks comprise only a little over one-half the bank-
ing activity in Springfield, demand deposits of member and non-
member banks are used.



Fort Smith, Arkansas

SMSA—Sebastian County, Arkansas. 1960 population—66,685.

Note: Al chart vertical scales for Fort Smith indicators
are one-half the size of those used for the other metro-
politan areas.

DURING 1961 AND 1962 the economic character of
the Fort Smith Metropolitan Area changed substan-
tially. Introduction of a newly established electrical
machinery firm in the Fort Smith economy resulted
in a substantial rise in economic activity from January
1961 to June 1962. After June, this expansionary phase
appears to have tapered off. More time is needed to
determine the new pattern of activity in Fort Smith
which will emerge from the change in the economic
base of this area.

Manpower Utilization—Establishment of the new
firm greatly increased the utilization of Fort Smith’s
labor resources from January 1961 to June 1962. Sub-
sequently, considerable weakness developed.

Employment increased 23 per cent from January
1961 to June 1962. Then from June to December,
employment decreased sharply, with most of the de-
crease due to temporary layoffs in the electrical
machinery industry. The unemployment rate, which
had decreased from 7.2 per cent in May 1961 to 4.1
per cent in February 1962, gradually worked upward
to 4.8 per cent in the last quarter of 1962. The work
week averaged about 40 hours in the last half of 1961
and about 39 hours in the last half of 1962,

Fort Smith Metropolitan Area

Manpower Utilization
Seasonally Adjusted
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Fort Smith Metropolitan Area
Production and Spending

Seasonally Adjusted

Three-Month Moving Averages
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Fort Smith Metropolitan Area
Financial Activity
Seasonally Adjusted
1957-59=100 Total loans 1957-59=100
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Production and Spending—Production and spending
in Fort Smith followed the same pattern as employ-
ment. From the first quarter of 1961 to the second
quarter of 1962, industrial use of electric power nearly
doubled; check payments increased about 25 per cent;
and department store sales increased approximately
20 per cent. After reaching a peak in the first half of
1962, these indicators decreased or leveled off in the

last half of the year.

Financial Activity—Total loans at Fort Smith mem-
ber and nonmember banks increased during 1962 at
a faster rate than in 1960 and 1961. Total deposits
also increased in the first eight months of 1962 at their
1960-1961 pace but then changed little from August
to the close of the year.

e

Business and Financial Conditions
at the Turn of the Year

Business Activity

INDUSTRIAL PRODUCTION in December and
January was close to the average of the previous six
months. Output of the nation’s mines, factories and
utilities in December was 119.6 per cent of the 1957-
59 average, and preliminary information suggests that
output in January remained at about December levels.
Automobile assemblies in January continued at the
advanced rate prevailing since the new model change-
over last autumn. Steel production rose following
the holiday period but contracted in late January,
largely because of bad weather. New construction put
in place, which had been at an annual rate of $62.5
billion from June to December, changed little in
January. The proportion of the civilian labor force
unemployed was 5.8 per cent in January, fractionally
above the 5.6 per cent rate for December and near
the average for 1962. The wholesale price index de-
clined from 100.7 per cent of the 1957-59 average in
November to 100.4 in December, but weekly data
indicate that wholesale prices rose in January.

Bank Reserves

Total member bank reserves, seasonally adjusted,
declined slightly from the second half of December
to the first half of January. Since early January a year
ago total reserves, adjusted to take account of the
change in reserve requirements, have risen 3.3 per
cent.! With a rapid increase during 1962 in reserves
required to support time deposits, reserves available

1For a discussion of the method used to adjust the total reserves
series, see the December issue of this Review, pages 3 and 4.
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to support private demand deposits have been on bal-
ance unchanged in the last twelve months.

Excess reserves of member banks averaged around
$470 million during January, compared to $560 mil-
lion in December. If the abnormally high level for
the week ending January 2, $1,032 million, is ex-
cluded, excess reserves have averaged $465 million
since late November. In the first eleven months of
1962 excess reserves averaged $517 million. Member
bank borrowing from Reserve Banks, which had been
less than $100 million during most of 1962, rose in
late December and averaged $714 million in the week
ending January 2. This increase, however, was tem-
porary. In January borrowing contracted sharply to
an average of about $100 million.

Bank Credit

Commercial bank credit, seasonally adjusted, rose
at a 9.6 per cent annual rate from November to De-
cember, but (based on information from weekly re-
porting banks) probably expanded less rapidly in
January. Since the end of 1961 bank credit has in-
creased 8.6 per cent with most of the expansion in loans.

Money Supply

The money supply, demand deposits plus currency,
increased around $2 billion, or at an annual rate of 11
per cent, from November to the month ending mid-
January. In the last year the money supply has in-
creased about 2 per cent, in contrast with a 3.6 per
cent expansion in the previous year. Time deposits
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continued to rise rapidly from November to mid-Jan-
uary. Money defined broadly to include this asset
has expanded 7.8 per cent in the past year.

Interest Rates

Yields on high grade corporate bonds declined
slightly from mid-December to the end of January
while yields on state and local government issues and
on intermediate-and long-term Treasury securities
changed little. Interest rates on three-month Treasury
bills increased from the 2.85 per cent range in mid-
December to over 2.90 per cent at the end of January.

Yields on U.S. Government Securities

Per Cent
5eol’ en Monthly Averages of Daily Figures Per an(;
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3.5 3.5
3.0 —130
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Interest rates have been an especially important
focus of Government policies since mid-1960 because
of the problem of international capital movements.
Treasury debt-management actions have been a sig-
nificant factor in the general stability of short-term in-
terest rates during the past year. During the early
months of 1962 when seasonal credit demands were
relatively weak, the Treasury increased moderately
the supply of securities maturing within one year
held by the public. The supply of these securities out-
standing was at a peak of $74 billion in August. Dur-
ing the last four months of the year the supply of U.S.
Government securities maturing within one year ac-
tually declined. Seasonal forces impinging on short-
term yields were strong, however, and rates remained
firm. At the close of 1962 it was estimated that the
amount of Government securities held by the public
and maturing within one year was near $66.5 billion,
or about $1 billion greater than at the end of 1961.

Fiscal Develo pments

In the U. S. Government cash budget for the fiscal
year ending June 30, 1964, submitted by the President
in January, the deficit is expected to total $10.3 bil-
lion, compared to the $8.3 billion anticipated for the

Monetary Discipline: A Reappraisal

THE JANUARY ISSUE OF THE PHILA-
DELPHIA RESERVE BANK'S Business Re-
view contains an editorial on the conflicting
objectives with which the Federal Reserve has
been grappling in recent years. These are how
to stimulate expansion in the domestic econ-
omy and at the same time to strengthen the
balance-of-payments position.

The editorial concludes that the country
needs discipline in its whole range of economic
decisions, not just in money. This type of dis-
cipline may not enable achievement of complete
success in the twin objectives, but it offers more
promise than automatically putting the brakes
on money and credit.

Copies of this Review may be obtained by
writing the Bank and Public Relations Depart-
ment, Federal Reserve Bank of Philadelphia,
Philadelphia 1, Pennsylvania.

current fiscal year. Cash receipts in fiscal 1964 are
expected to rise to $112.2 billion from $108.4 billion
in the current year; cash expenditures are also ex-
pected to rise, from $116.8 billion to $122.5 billion.
Receipts budgeted for fiscal 1964 include the esti-
mated effect of the President’s tax proposals, while
the major expenditure increases are anticipated to be
for national defense and space research and technol-
ogy. The U. S. Government deficit in the national
income and product accounts is also expected to in-
crease, from $4.3 billion in fiscal 1963 to $7.6 billion
in fiscal 1964,

U.S. Government Securities Maturing within
One Year Held by the Public *

Billions of Dollars
82

Billions of Dollars

74 74

NV
58 \ ¥ - 58

50 "4 - 50
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* Excludes holdings of U.S. agencies and trust fuads and Federal Reserve Banks.
Latest data plotted: December estimated
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1962 Annual Report
of the
Federal Reserve Bank of St Louis

Operations

FEDERAL RESERVE FUNCTIONS may be sep-
arated into three major classifications—policy, super-
vision, and service. Policy functions embrace actions
taken in connection with the volume, availability, and
cost of money. Supervision involves the examination
and regulation of banks and certain related organiza-
tions. Service is the range of activities which, for a
variety of historical or functional reasons, are under-
taken as either precondition or consequence of policy
responsibilities. Functions of all three types are per-
formed at the Federal Reserve Bank of St. Louis and
its Little Rock, Louisville, and Memphis branches.

The principal policy task undertaken at this bank
is the discount function. The bank’s directors set the
discount rate every two weeks subject to the review
and determination of the Board of Governors. Loans
at such rate are extended to member banks through
the “discount window.” Such credits in the Eighth
Federal Reserve District totaled $881 million in 1962,
8 per cent above 1961 but substantially below the
average of the past decade.

Loans to Member Banks
1953-1962

Billions of Dollars Billions of Dollars
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Supervision is principally exercised through exam-
ination of state member banks. All the state member
banks in the district, totaling 152 on December 31,
were examined in 1962, with the 322 national member
banks being subject to examinations by the Comptrol-
ler of the Currency. This total of 474 member banks
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at the end of 1962 was four less than a year earlier.
The number of nonmember banks increased from 997
to 1,004, and the total number of commercial banks
in the district rose from 1,475 to 1,478. The percent-
age of total commercial bank deposits held by member
banks in the district at mid-1962 was 64.5 compared
to 65.3 at mid-1961.

Service functions may be classified under three
general headings: credit transfers, cash service, and
fiscal agency. Credit transfers may again be divided
into three groups—check collections, other collections,
and interbank transfer of funds.

Several of the service functions which a Federal
Reserve Bank performs are related to the balances
which member banks keep on deposit with it. These
balances serve both as part of the reserves prescribed
by the policy regulations of the Federal Reserve Sys-
tem and as working balances for the member banks.

With respect to check collections, about 230 million
checks with a face value in excess of $82 billion were
collected by this bank in 1962. The number of checks
was up 6.4 per cent compared to 1961, and their dollar
value rose 8.5 per cent.

Checks Collected
1953-1962

Billions of Dollars

5 / N
70 = ——__// —1270

Million Checks

Volume
- N
V/
50 -/Q 210
[ - ‘ Number Tl Checks
T 1 J | i | . ] :]:O

1954 1956 1958 1960 1962

The other collections are items which require special
handling and are technically known as “noncash
collections.” They consist of such items as drafts,
promissory notes, stocks, bonds, and coupons. United
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U.S. Government Coupons Paid
1953-1962

Millions of Dollars Thousand Items
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States Government coupons paid were down 2 per
cent in number, but dollar volume was 4 per cent
greater. The number of other noncash collection
items was up about 2 per cent and their dollar value

was sharply higher, 26 per cent above the 1961 level.

Other Noncash Collection Items
1953-1962

Thousand Items
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The “transfers of funds” are largely movements of
bank balances. The Federal Reserve System makes
this service available to member banks for moving
funds quickly from one part of the country to another.
Transfers of funds by this bank in 1962, numbering
170 thousand, were 7 per cent greater than in the

Transfers of Funds
1953-1962
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previous year, and the dollar amount was up 16
per cent.

The cash service function of the bank is carried
out through the Money Department. Its major activ-
ities include receiving, sorting, counting, paying out,
and shipping currency and coin, and wrapping coin.
At this bank money handling operations in 1962
showed mixed trends. The volume of currency handled
rose somewhat both in number of pieces and dollar
volume, following decreases in the two preceding

Currency Received and Counted
1953-1962
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years. On the other hand, the number and dollar

volume of coin received and counted declined in the
year, following a rapid increase in the previous two

Coin Received and Counted

1953-1962
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years. Combined currency and coin received and
counted during the year totaled $1.2 billion, about
2 per cent above the 1961 dollar volume.

Each Federal Reserve Bank performs a major
service function as Depository and Fiscal Agent of
the United States Government. In this capacity, the
Federal Reserve Banks act as the United States Gov-
ernment’s principal banking agency. They hold Gov-
ernment demand deposit accounts, accept Government
receipts, settle checks drawn on the Treasurer of the
United States, and issue, redeem, and transfer title to
Government securities. Text continued on Page 20

Page 17

Digitized for FRASER

http://fraser.stlouisfed.

org/

Federal Reserve Bank of St. Louis



Directors and Officers

Directors

Chairman of the Board and Federal Reserve Agent

Ernan A. H. SHEPLEY
Of Counsel, Shepley, Kroeger, Fisse & Shepley
St. Louis, Missouri

Deputy Chairman of the Board

J. H. LoNneWELL
Director, Special Studies and Programs
College of Agriculture, University of Missouri
Columbia, Missouri

H. LEE CooPER, President, Ohio Valley National Bank of

Henderson, Henderson, Kentucky

Harry F. Harrincton, Chairman of the Board and
President, The Boatmen’s National Bank of St. Louis,
St. Louis, Missouri

Harorp O. McCutcHAN, Senior Executive Vice President,
Mead Johnson & Company, Evansville, Indiana

Epcar M. QUEENY, Chairman of the Finance Committee
and member of Board of Directors, Monsanto Chemical
Company, St. Louis, Missouri

Raymonp REBsaMEN, Chairman of the Board, Rebsamen
& East, Inc., Little Rock, Arkansas

ArTHUR WERRE, JR., Executive Vice President, First
National Bank of Stecleville, Steeleville, Illinois

JessE D. WooTEN, Executive Vice President,
Mid-South Chemical Corporation,

Memphis, Tennessee

Member of Federal Advisory Council

SIDNEY MAESTRE
Chairman of the Executive Committee
Mercantile Trust Company
St. Louis, Missouri

Officers

Harry A. StiuFoRD, President

DarrYL R. Francis, First Vice President

Marvin L. BENNETT, Vice President
FRED BURTON, Vice President
E. Francis DEVos, Vice President
DonaLp L. HENRY, Vice President
HowmEer Jongs, Vice President
DaLe M. LeEwis, Vice President
Howarp H. WEIGEL, Vice President and Secretary
Josepu C. Worawa, Vice President
OrviLLE O. WyRicK, Vice President
Georcre W. HirsuMan, General Auditor
GeEraLD T. DunNE, General Counsel and
Assistant Secretary

WiLLiaMm J. ABBoTT, Adviser
Carn T. ArvLr, Assistant Vice President
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EarL R. BiLLEN, Assistant Vice President
NorMaN N. BowsHER, Assistant Vice President
Earr H. CuapiN, Assistant Chief Examiner
GEORGE W. DENNISON, Assistant Vice President
J. M. GEIGER, Assistant Vice President
Wooprow W. GiLMORE, Planning Officer

Joun J. HOFER, Assistant Vice President
WiLsur H. IsBeLL, Chief Examiner

WirLis L. Jouxs, Assistant Vice President
RicHarp O. KALEY, Assistant Vice President
SterHEN KopTtis, Assistant Vice President

F. Garraxp RussktLL, JR., Assistant Counsel
PauL Sarzmax, Assistant Vice President

W. E. WALKER, Assistant Vice President
JosepH C. WELMAN, JR., Assistant Chief Examiner



LITTLE ROCK BRANCH

Directors

H. C. Apams, Executive Vice President, The First National
Bank of DeWitt, DeWitt, Arkansas

Ross E. ANDERsON, President, The Commercial National
Bank of Little Rock, Little Rock, Arkansas

J. W. BeLramy, President, National Bank of Commerce
of Pine Bluff, Pine Bluff, Arkansas

Freperick P. BLanks, Planter, Parkdale, Arkansas
R. M. LaGro~E, Jr., President, The Citizens National
Bank of Hope, Hope, Arkansas

CAREY V. STABLER, President, Little Rock University,
Little Rock, Arkansas

WarLbo E. TILLER, President, Tiller Tie and Lumber
Company, Inc., Little Rock, Arkansas

Officers

FRED BUrTON, Vice President and Manager

Joun F. Breen, JR., Cashier

Howarp J. JENSEN, Assistant Cashier

Joun K. Warp, Assistant Cashier

LOUISVILLE BRANCH

Directors

Ray E. BarrerT, President, The State Bank of Salem,
Salem, Indiana

PaiLip Davipson, President, University of Louisville,
Louisville, Kentucky

C. HunTER GREEN, Vice President and General Manager,
Southern Bell Telephone and Telegraph Company,
Louisville, Kentucky.

Jou~ H. Harowick, President, The Louisville Trust
Company, Louisville, Kentucky

Joun G. RusseLL, President, The Peoples First National
Bank & Trust Company of Paducah, Paducah,
Kentucky

Ricuarp T. SmITH, Farmer, Madisonville, Kentucky

Joun R. Stroup, Executive Vice President, The First
National Bank of Mitchell, Mitchell, Indiana

Officers

Do~aLp L. HeEnwry, Vice President and Manager

Joun W, Mences, Cashier

Louts A. NELSoON, Assistant Cashier

CLARENCE J. WoERTZ, Assistant Cashier

MEMPHIS BRANCH

Directors

Joun E, BrRowN, Chairman of the Board and President,
Union Planters National Bank of Memphis, Memphis,
Tennessee

Leon C. CastrING, President, First National Bank at
Marianna, Marianna, Arkansas

CHARLES R. CaviNess, President, National Bank of
Commerce of Corinth, Corinth, Mississippi

Epwarp B. LEMASTER, President, Edward LeMaster Co.,
Inc., Memphis, Tennessee

SrmpsoN RussieLL, Chairman of the Board, The National
Bank of Commerce of Jackson, Jackson, Tennessee

WiLiam Kine SELr, President, Riverside Industries,
Marks, Mississippi

Frank LEeE WEssoN, President, Wesson Farms, Inc.,
Victoria, Arkansas

Officers

E. Fraxcis DEVos, Vice President and Manager

BexyaMin B. Mo~NaGHAN, Cashier

Paur L. Brack, JR., dssistant Cashier
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JosepH P. GARBARINI, Assistant Cashier
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U.S. Savings Bonds Issued, Exchanged, Other Government Securities Issved,

and Redeemed Serviced and Retired
1953-1962 1953-1962

Millions of Dollars Million Pieces

i / Dollar Volume ‘r -

Billions of Dollars Thousand Pieces
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1954 1956 1958 1960 1962 1954 1956 1958 1960 1962
The number of United States Savings Bonds issued, Officers and Employees
exchanged, and redeemed at this bank was up 4 per December 31, 1953-1962
cent in 1962, However, the dollar volume of these Number — [ Number
securities, totaling $635 million, was about unchanged |
1300 -1
from the 1961 level. Both the number and dollar i 300
value of other Government securities, including secur- —
ities of Government agencies, rose. The number was nool 11100
up about 1 per cent, and dollar volume was more L 1
h 20 or—L L ! L ] To
than 20 per cent greater. 1954 1956 1958 1960 1962
Personnel at the bank’s four offices increased 2 per the increase occurred in the Check Collection Depart-
cent in 1962 to 1,180 at the end of the year. Most of ment, reflecting the increased volume of operations.
N
Faoydany vy b
Statements
EARNINGS AND EXPENSES CONDITION
FEDERAL RESERVE BANK OF ST, LOUIS FEDERAL RESERVE BANK OF ST. LOUIS
{in thouvsands of dollars) (In thousands of dolilars)
1962 1961 Dccembjer 81, December 31,
Total Current Eamings ........ ....... $41,783 $37,852 %‘i‘l'ic . - 162(;‘422 : 1;21572
Net Ea SOS 3 old - Certificate Reserves .. ... ... ... 5 R R
e xpenses 9218 8,513 Federal Reserve Notes of Other Banks. . 19,261 21,784
Current Net Earnings . ............ . 832,565 _$29,839 Other Cash ... . 14,651 17,621
o P Discounts and Advances ............ 34 2,210
Additions to Current Net Harnings: U. S. Government Securitics ... .. . 1,260,050 1,165,881
Profit on Sales of U. §, Government Uncollected Ttems . ... ..... .. . 286,916 306,100
Securities (net) ... ... o 8 79 $ 140 Other Assets e 20,491 16,232
All Other . ....... .. . .. .. .......... 19 s 1 Total Assets ... ... ... . ... ... .. $2,230,825 $2,209,400
Total Additions . ........ .. .. e $ 98 $ 141
Liobilities and Capital Accounts
Deductions from’ Current Net Earnings: .. 88 —3 Federal ‘Reserve Notes (Net) ......... $1,295,497 $1,269,413
" Deposits: ' ' , O
Net Additions ... .. $ 10 $ 138 Member Banks—Resetve Accounts, .. 850,070 628,006
. . U. §. Treasurer—General Account. | . 31,781 17,587
Net Earnings hefore Pavment to Other 184100 11,301
ngs hetore rayment to .o o OKer L . 18,110 : ,39
U S Treasury .o $32,575 529,477 Deferred. Availability Cash Ttems .. .. -7190,151 234,940
; Other Liabilities and Accrued Dividends 2,857 192,868
Distribution of Net Earnings: Total Capital Accounts. ... ... ..., 47,559 ”4'5,605
Paid to U, §. Treasury (Interest on Total Liabilities and Capital Accounts. . $2,230,825 $2,209,400
F, R. Notes) .., ... ... ........ $30,332 $25,742
Dividends Paid ... ... ... ... 940 862 MEMORANDAd: Conltingent CI{iafbilitiess 4ogsgc§8ptance§) purc]rlx’s\se%3 lforlgoari
e § eign correspondents decreased from ,250,000- on December s
Transferred to Surplus ... ... ... ... ... ____11§9§_ 2873 to 32,859,%00 on becember 31, 191621.) I'I'he ratiobof gold ceréi;i(éa(}e re-
serves to deposit and F.R, note liabilities combined was 3% . on
Total . 332,575 $29.477 December 31, 1961 and 31.6% on Detember 31, 1962,
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