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Spending for Public Improvements

Revenue Bond Financing Rises in
Sixth District States

O wver the past decade, state governments have launched the most
ambitious program of public improvements in our nation’s history.
Capital expenditures for highways, schools, and other facilities have
reached unprecedented levels as states have tried to “catch up” and
keep apace with the demands of their citizens.

Many states entered the postwar period with a backlog of needed
capital improvements that had accumulated during years of depression
and war. As states set about to renew and extend projects long-post-
poned, they found themselves also confronted with the need to expand
outlays further because of increases in population and suburbanization.
To further complicate matters, rising prices were cutting down the
services that could be provided, and the public generally was demand-
ing services of a higher quality.

" Could the states ignore the obvious and continue to spend for
capital improvements at the prewar rate? The school-age population
bulged. Roads were traveled more intensively by a greater number of
cars. Existing facilities of many types were overloaded. The need for
many projects had been clearly demonstrated. The only problem was
how to finance these outlays for better and additional public services.

Net Long-Term Debt Outstanding 1946-57, Fiscal Years
Sixth District States



Debt Expansion

For those states that lie wholly or partly within the Sixth
Federal Reserve District—Alabama, Florida, Georgia,
Louisiana, Mississippi, and Tennessee—capital expendi-
tures increased from $46 million in fiscal 1946 to about
$580 million in fiscal 1957. Over this same period, the
general revenue of District states also rose from $704
million to $2,497 million as taxes increased and rising
income and retail sales enlarged the tax bases these
governments customarily depend on for their tax revenues.

With the increase in capital expenditures so much
greater than that in revenues, it was clear that even with
new taxes and higher collections, the postwar level of
capital spending could not be financed on a current basis.
States partially closed the gap between expenditures and
revenues by drawing down surplus and reserve funds.
They had to depend upon external financing, however, to
a great extent.

Outlays which could not be covered out of revenues re-
quired extensive borrowing. As a result, the net long-term
debt outstanding of District states and their agencies rose
from $321 million in fiscal 1946 to $1,023 million in fiscal
1957. The debt has risen at an average annual rate of 17
percent since 1952, compared with 9 percent for 1946-51.

As the debt has grown, its composition has changed. In
1946, full faith and credit debt—payment of which is
guaranteed by the state—accounted for 80 percent of
total debt outstanding. Initially, bond issues which are
“guaranteed” may be payable from a specified source, but
if the specific source proves inadequate, payments will be
met out of general revenues. Full faith and credit debt has
declined steadily in importance during the last decade,
until in fiscal 1957 it accounted for only 34 percent of
total debt outstanding.

Offsetting this decline in full faith and credit debt has
been the rapid growth in the nonguaranteed portion of
the debt. Such debt amounted to $67 million in fiscal
1946, or 20 percent of the total, but by fiscal 1957 had
risen to $675 million, or 66 percent of the total. Two-
thirds of the amount is owed by Georgia and Florida,
states in which all outstanding debt is nonguaranteed.

Nonguaranteed Debt and Revenue Bonds

The increasing importance of nonguaranteed debt reflects
the greater use of revenue bonds by states. The term
revenue bonds is used loosely to identify bonds of a
political subdivision or governmental agency. These bonds
are payable solely from a specified revenue source and
hold no legal claim on general revenues if the pledged
source is insufficient. These bonds may be distinguished
from general obligation bonds, which are secured by the
full faith and credit and taxing power of the state.

Although revenue bonds are roughly comparable with
nonguaranteed debt, they are not synonymous. In some
instances, revenue bonds carry the state’s “guarantee” in
the event the specified revenue source should prove in-
adequate. The legal status of revenue bonds which carry
the pledge of the general credit is quite different, how-
ever, from that of revenue bonds which do not have this
added support,
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A distinguishing characteristic of revenue bonds, and
a major reason why they are so important, is that they are
generally not regarded as debts of the state. Over the
years, the courts have been faced with the task of deciding
when a debt is a debt as defined by state constitutional
provisions limiting debt. Out of these decisions has de-
veloped the “special funds” doctrine. In simple terms, this
doctrine implies that an obligation that is payable from a
special fund and that is not a charge on general revenues
or a pledge of the full faith and credit of the state is not a
debt under the constitution.

Some people, however, contend that there is no such
thing as nonguaranteed debt, and that a state could not
stand aloof in the event of a default in debt by an agen-
cy which it had created. Even apart from a moral obliga-
tion, repudiation might result in a deterioration of the
state’s credit rating. Ultimately, therefore, it might be
the taxpayer who pays.

Constitutional Debt Limits

The decision of the courts that revenue bonds are genet-
ally not debts of the state was a boon to those states with
low debt limits. The debt limit of a number of District
states is so low that even urgently needed capital outlays
would have to be postponed or abandoned if revenue
bonds were not used. The constitutional debt Limit of
District states ranges from $300,000 for Alabama to $2
million for Louisiana. Georgia's debt limit is set at
$500,000. Florida’s constitution specifies no borrowing
whatsoever except to repel invasion, but Mississippi ?ﬂd
Tennessee have unlimited powers to borrow. Constitu-
tional amendments have stretched the debt limit of some
states, but such amendments are often difficult to obtain.
An easier way to obtain funds is through the issuance of
revenue bonds.

Revenue Bond-Issuing Agencies

The states’ inability to issue general obligation bonds be-
cause of legal limitations on the amount of debt is prob-
ably a major reason for the increasing use of revenu®
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vonds. There are, however, other important factors which
influence the use of these bonds.

Some state ventures, it is believed, should be self-
supporting without a tax subsidy. Roads, bridges, ports,
and other types of self-liquidating projects—if well con-
ceived and managed—may be efficiently financed by reve-
nue bonds. The cost of providing the service, for example,
can be charged to the users of the service rather than
spread among all taxpayers. The *“‘user pay” principle is
not, however, universally accepted, and some people con-
tend that “ability to pay” rather than “use” should be the
criterion for determining an equitable tax structure.

Outstanding Revenue Bond Issuves

By Purpose
Sixth District States, Mid-1957
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Another advantage often cited by supporters of revenue
bonds and revenue bond-issuing agencies is that the use of
this type of organization makes it possible to transcend
state boundaries. In the case of roads, for example, serv-
ices may be administered on the basis of economic and
geographic factors rather than political units. Other
people, however, contend that with the variety and number
of political units now in existence, what we need to do
least of all is to create new ones.

Many states have given to existing agencies the power
to issue revenue bonds, but more often they have created
authorities, boards and commissions, and granted them
_that power. In the typical case, revenue bonds are sold
{n order to finance some specific revenue-producing pro-
Ject. The bonds are then serviced from the income or
Ievenue from that project.

An example may serve to illustrate how these agencies
work. The Florida State Turnpike Authority—a public
Corporation—was created by the state legislature in 1953.
This authority was authorized to construct, maintain, and
Operate turnpike projects and highways approved by the
legislature. One of the projects undertaken by the authority
was the Sunshine Parkway, a dual-lane highway of over
100 miles. This involved an outlay in excess of $70
million. The funds to build the highway were not raised
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through taxation, but by issuing revenue bonds against
prospective income to be derived from tolls after the road
was completed.

The funds were raised and the road was built. The
authority is now a going concern, taking in over $3.5
million in toll revenues in 1957. The debt is being paid
off and, if all continues to go well, the project will be self-
liquidating over a period of years.

Revenue bond issues are not necessarily confined to
“genuine” self-liquidating projects—those in which reve-
nues and fees liquidate indebtedness. In some instances,
particular taxes or other specified forms of general revenue
are earmarked and pledged as security for revenue bonds.
In Georgia, for example, the legislature created the State
School Building Authority in 1951. This authority was
essentially a financing agency that made it possible for
school systems to get money to build schools.

The plan worked like this: The authority entered into
a building contract with the local school system, sold
revenue bonds to raise the money, erected the new build-
ing, and then rented it to the local school system. The
local school system pays the authority the annual rental
from the money it gets from the state as its share of
regular appropriations for capital improvements. Although
all this “high finance” seems rather complicated, this
authority has raised over $157 million in the last five
years to build new schools.

The number of state agencies which are authorized
to issue revenue bonds and are currently active ranges
from two in Tennessee to nine in Georgia. In the Sixth
District states there are approximately 32 such agencies.
Of this number, 62 percent were created to develop roads,
bridges, ports, and school buildings.

Revenve Bond-Issving Agencies
Sixth District States, Mid-1957

Percent Amount Percent

Purpose Number of Total Outstanding of Total
Schools . Lo 7 22 $242,948,194 26
Roads and Bridges . 9 28 527,855,500 56
Ports e e 4 12 43,092,000 5
Public Buildings . 4 13 77,164,500 8
Other P 8 25 43,450,000 5
Total . . . . . 32 100 934,510,194 100

The total of revenue bonds outstanding for all Dis-
trict states came to about $935 million in mid-1957.
Most of this debt is nonguaranteed debt, although some
District states, Louisiana in particular, pledge their credit
and “guarantee” certain issues. Florida topped all states
with approximately $305 million in revenue bonds out-
standing. Georgia, Louisiana, Mississippi, and Alabama
followed behind Florida. Tennessee owed the least amount
outstanding, only $4 million.

Over four-fifths of all revenue bonds outstanding were
originally issued for the purpose of building schools,
roads, and bridges, with school bonds especially important
in Georgia and Florida. Issuance of bonds for the purpose
of building roads and bridges was widespread throughout
all states, but port issues were largely confined to Louisi-
ana, Georgia, and Florida.

3.



Future of Revenue Bond-Issuing Agencies

Revenue bond-issuing agencies have developed largely in
response to the need to finance capital outlays, many of
which could not be postponed. Some projects, particular-
ly the self-liquidating ones, would probably have been
financed through the issuance of revenue bonds even in
the absence of constitutional debt limits. General obliga-
tion bonds, however, might have been more appropriate
in other cases, since interest rates on these bonds tend to
be lower than on revenue bonds.

Because of existing debt limits, however, many states
do not have the option to choose between types of financ-
ing. A more flexible debt limit designed to accommodate
demonstrated capital needs would, therefore, broaden the
choice of alternatives open to the states.

But how can the debt of revenue bond-issuing agencies

be kept within manageable limits, particularly since people
are often unaware that it exists? First of all, these agencies,
when they are created by the state, are generally limited
as to the amount of debt they may incur. Even within this
limit, however, borrowing may be checked by the market.
The present and prospective financial conditions of these
agencies are carefully reviewed by investors. If they are
found wanting, bonds will go unsold.

Revenue bond-issuing agencies in the postwar period
have accomplished much, and their performance to date
generally would have to be regarded as highly satisfactory.
Experience with these agencies, however, in general has
been limited to the last decade, a period in which the
economic climate was favorable to many types of ventures.
Trouble is not necessarily in the offing, however, and may
be averted or minimized by an alert legislature responsive

to an informed public. ALFRED P. JOHNSON

A Barometer of Sixth District Spendz’ng

New Indexes of Bank Debits

This issue of the Monthly Review presents an additional
tool for use in analyzing business conditions in individual
Sixth District states. Indexes of bank debits have been
constructed that make it possible to compare month-to-
month changes in total spending by check in each state
with the influence of seasonal factors removed. Bank
debits represent charges against checking accounts of in-
dividuals, businesses, and state and local governments at
commercial banks. Since more than 90 percent of all
payments for goods and services are made by check, this
measure of spending, in turn, helps measure the general
level of business activity.

Coverage Varies among States

The Federal Reserve System has been collecting debit
figures from major cities since 1919. Some 205 banks in
54 District cities and towns are currently reporting debits.
The coverage varies from state to state, of course, but the
reporting banks represent fairly well checking account
activity throughout the area. Deposits at banks that re-
ported debits on December 31, 1957, accounted for 62
percent of total District bank deposits; by state, propor-
tions ranged from 47 percent in Mississippi to 65 percent
in Tennessee.

Indexes Based on Total Estimated Debits

The new index is based on total estimated debits in each
state. For banks that do not report, debits were estimated
by multiplying the volume of their deposits by the rate
of turnover at the smaller reporting banks. The rate of
turnover was calculated by dividing total debits by the
average volume of outstanding demand deposits. Estimated
debits for nonreporting banks were added to those of
reporting banks. The indexes are merely total estimated
debits of all banks expressed as a percentage of average
monthly debits during the three-year period, 1947-49.
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To remove the effects of normal seasonal variations on
month-to-month changes, the indexes were divided by
seasonal adjustment factors, or ratios of each month’s
debits to average monthly debits. In Florida, for example,
the December seasonal adjustment factor is 114. This
means that check spending in that month is 14 percent
higher than it is during the average month.

Thus, the seasonal adjustment factors point out the im-
portant business months of the year. In the District as a
whole, debits are greater following the principal holidays,
farm marketing seasons, and the major tax payment periqd-
This pattern is generally followed in all of the states. Varia-
tions, such as the high level of debits in Florida through-
out the winter tourist season, are due to special economic
conditions that exist in each state.

Seasonal Adjustment Factors for Bank Debits
Sixth District States

S

-~

District Ala. Fla. Ga. La. Miss. Tenn.
January . . . 105 102 114 102 114 105 104
February . . . 93 93 101 92 100 95 91
March . . . . 101 99 110 101 100 98 100
April . . . . 99 98 108 98 98 98 ¥
May . . . . 103 105 103 102 102 106 %
June . . . . 9 100 95 98 93 97 P
July . . . . . 100 100 98 98 99 101 100
August . . . . 101 100 93 103 98 99 10
September . . . 95 96 87 97 90 971 9B
October . . . 102 103 92 104 102 104 104
November . . 97 100 93 99 99 9 %
December . . 105 104 106 106 105 103 106

Long-Term Growth in Each State

From the indexes, long-term growth trends can be de-
termined in the District and in each state. Total estimat
debits in the entire District in 1957 amounted to $1
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Bank Debit Indexes
Sixth District States, 1947-58
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billion, or 233 percent of the 1947-49 average of $72
bllli(?n. Over 30 percent of the total was concentrated in
Florida, where debits amounted to $51 billion. The
total volume of debits for the same year in other states
Tfanged from $7 billion in the Sixth District part of Missis-
SIppi to $38 billion in Georgia. Expressed as a percentage
of the 1947-49 average, debits ranged from 177 in
Mississippi to 329 in Florida.

That there are wide variations among the states in the
fate at which check payments have been increasing is
bCc'ause different types of businesses are important in the
various states. Since debits reflect payments made for all
types of transactions, the areas with large industries that
[?ig%gggef 200ds requiring several steps in processing tend to
http://fraser.stlouisfed.org/
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have a greater volume of bank debits than areas dependent
upon simple industries or farming. Debits are greater in
c;ties where banks hold large deposits for financial institu-
tions, such as security brokers and insurance companies.
Real estate transactions contribute to a high volume of
check payments in areas undergoing rapid development.
The growth in District bank debits during recent years
has exceeded gains made by some other indicators of
economic activity. Personal income, retail sales, and
wholesale sales, which increased at about the same rate

Bank Debits and Other Economic Indicators
1954 Expressed as a Percent of 1948
Sixth District States

District Ala. Fla. Ga. La. Miss. Tenn.

Bank Debits* . . 163 140 203 160 157 135 154
Personal Income . 143 128 175 143 144 117 135
Retail Sales* . . 146 130 173 141 143 135 137

Wholesale Sales*. 147 130 174 147 145 129 134
Value Added by

Manufacture** 168 150 228 157 170 156 175
Wages of Prod.

Workers** . | 162 142 212 161 163 164 165
Service Expendi-
tures .. . 176 143 199 172 192 142 161

*Sixth District portion of Louisiana, Mississippi, and Tennessee
**1954 expressed as percentage of 1947

Bank Debits
Sixth District States, 1957

District Ala. Fla. Ga. La.* Miss.* Tenn.*

Indexes . 733 206 329 212 212 177 200
(1947-49=100)
Debits . 167.821 23,266 51,018 38,916 27,074 6,903 20,644

(millions of dollars)
*District portion only

in each state between 1948 and 1954, grew at a rate 10
to 15 percent less than bank debits. Manufacturing growth
and gains made by service industries generally exceeded
the rate of growth in debits. A greater use of checks as a
means of making payments has contributed to the rapid
increase of bank debits in recent years. In 1948, each
dollar in demand deposit accounts at District banks
changed hands about 15 times. By 1957, the average
annual rate of turnover had increased to 21.

Copies of the unadjusted indexes, the seasonally ad-
justed indexes, and total estimated monthly debits for the
Sixth District and each state may be obtained by writing
the Publications Section, Research Department, Federal
Reserve Bank of Atlanta, Atlanta 3, Georgia.

ROBERT M. YOUNG

Revised Indexes of Furniture Sales

Sixth District furniture store sales indexes have been re-
vised to reflect the findings of the 1954 Census of Business.
A comparison of the change in sales between 1948, another
Census year, and 1954 with the estimates developed by
this Bank revealed that our figures understated the growth
between these years. The indexes were adjusted to reflect
the actual growth, and the revisions have been carried
forward to show estimated growth since 1954.

Copies of the revised indexes for the District and for
each state may be obtained by writing the Publications
Section, Research Department, Federal Reserve Bank of
Atlanta, Atlanta 3, Georgia.




Nonfarm Employment
Sixth District States and United States
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The improvement in the District, however, has been confined
largely to Florida and Georgia. Employment in Alabama, Missis-
sippi and Tennessee has changed little and has continved down-
ward in Lovisiana,

Depariment Store Sales and Inventories*

Percent Change
Sales Inventories
August 1958 from g Months August 31, 1958 from
July August 1958 from July 31 August 31
Place 1958 1957 1957 1958 1957
ALABAMA . . ., ., . . +16 +2 —2 8 —7
Birmingham . +20 +3 —2 ++i0 —4
Mobile . . . . ., , +11 +1 —1 .. ..
Montgomery . . . , . 421 —2 —3 .. ..
FLORIDA . . . . ., . +8 3 1
DaytonaBeach . . . . 44 14 Il —0 _6
Jacksonville . c e . 413 —3 —4 +8 —6
MiamiArea . ., . . . 47 +0 +0 -3 —b6
Miami . . . . . . 47 —3 -3 .. .
Orlande . . . . . . +16 +5 —1 . .
St. Ptrsbg-Tampa Area . 42 +14 +7 -3 —6
GEORGIA . ., ., . . . +21 +5 +1 +10 —6
Atlanta® . . 423 5 2 —
Augusta . . . . 423 i3 i7 +9 5
aolumbus e o s . +i2 +6 +6 48 —9
acon . . . ., . .+ 6
Romess . ., . [ | | +37 —+3.0 —-’Z.g +8 -
Savannah . . . 415 +12 +2 .. .
LOVISIANA e e v . 419 —8 —5 6 —!
BatonRouge . . . . . 1 —10 —2 ++23 +g
New Orleans . . . . . 424 —5 —5 +2 —5
MISSISSIPPT ., . . . . 414 0 —2
Jackson . . . . . . 420 ' —3 ﬁ j
Meridian®* ., . . . | 413 +1 -1 ..
TENNESSEE . . . . . 15 - 9
Brij::I-Kingsport- + 3 —4 +6 -
nson City®* . . . 426 —9 — -
Bristol (Tenn. & Va.)** T—27 —1 —lg i:]l.g -—2
Chattanooga . . . . . +11 +1 -1 ..
Knowville . . . . . . +16 -4 —6 +7 =
DISTRICT . . . . .. +15 +1 —1 +5 —6

*Reporting stores account for over 90 percent of total District department store sales.
**In order to permit publication of figures for this City, a special sample has been

constructed that is not confined exclusively to department stores. Fi -
department stores, however, are not used in computing the District pu‘g:n'ts d;wngt'sm
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Bank Announcement

The First Industrial Savings Bank of Tampa, Tampa,
Florida, on September 15, converted to and com-
menced business as a commercial bank under the name
of Northside Bank of Tampa, and began to remit gt
par for checks drawn on it when received from the
Federal Reserve Bank. Officers are Harman Wheeler,
President; H. M. Carpenter, James R. Haston, and
Earl Herren, Vice Presidents; Sam Bucklew, Secretary;
E. K. Tyson, Cashier; and Myla Harmon, Theodore ].
Couch, and C. A. Wilkeson, Assistant Cashiers. Its
capital totals 3350,000 and surplus and undivided
profits, $246,807.

Debits to Individual Demand Deposit Accounts
(In Thousands of Dollars)

Percent Change
Aug. 1958 from 1958
Aug. July Avg. July Avg. from
1958 1958 1957 1958 1957 1957
ALABAMA
Anniston 36, 35,131 36, +5 40 2
Birmingham . 687919 72267 728,720 —5 —6 ~I1
Dothan . . 23, , 7€ 43 —6 -1
Gadsden . 31,337 , 32,507 +6 —4 —1
Mobile . . 232070 241,402 253,337 —4 —8 —10
Montgomery 151,473 46,974 3704 43 +5 45
Selma* . 20,108 20,499 984 —2 —9 41
Tuscaloosa® 45,548 50,928 42,494 —11 47 +10
FLORIDA
Daytona Beach* . X 61,451 49,332 —11 411 +10
Fort Lauderdale* 162,301 ,377 161,902 —6 40 +2
Gainesville® 33, ,275 32722 —9 +1 +8
Jacksonville 622,391 736,759 617,527 —16 41 +9
Key West* 13, 14,232 12,717 —9 +2 42
takeland® 62,2 ,389 56,992 —3 49 49
Miami . . . 681,630 753,891 647,071 —10 45 45
Greater Miami® 1,029,491 1,148,090 991,525 —10 +4 43
.. 154,263 176,720 146,945 —13 45 +6
Pensacola . . 77,664 79,413 , —2 —12 -5
St. Petersburg 131,661 153564 139,021 —14 —5 -l
Tampa . . . . . 81 316,085 6,683 —4 410 +g
West Palm Beach* . 107,715 117,980 94939 —9 413 +1
GEORGIA "
Albany , . 59,917 57,477 59,018 +4 42
Athens® 34, 36,411 31, —6 48 +6
Atlanta 1635620 1,648,480 1,646576 —1 — +§
Augusta . 113,103 86,774 86, +30 +31 +9
Brunswick . 9,582 21,835 19918 —10 —2 +
Columbus 92,786 00,04 98,218 -7 —b o
Elberton . 9,152 9,69 379 —6 +3 410
Gainesville® 49,705 50,356 47319 -1 45 +z
Griffin® 16,429 15,927 16, +3 —2 +
LaGrange® 17,786 7,967 19323 —1 -8 7
Macon 105483 107,610 106,245 —2 —1 io
Marietta® ,022 ,104 25832 +4 +1 0
Newnan 15,211 17,645 14,935 —14 +2 L
Rome* 36,370 119 776 —2 =1 =
Savannah 168067 177,011 173069 5 -3 —}
Valdosta 38,33; » 29,135 465 +32
LOUISIANA )
Alexandria® . 64663 69193 71,153 —7 —9 +/
Baton Rouge . 183,546 203,207 198,124 10 —7 1'9
Lafayettes | | 59,112 54,970 51,554 48 +15 b
Lake Charles . . 80,914 81,065 88494 —0 -9 7
New Orleans . 1,165,234 1,238,742 1,301,498 —6 —10
MISSISSIPPI 8
Biloxi-Gulfports . . 40,524 47,283 39,809 —14 +2 11
Hattiesburg . 31,140 32,598 31,790 —4 2 +ib
kson 718 2732 1293 —7 +32 T4
Laurel® 23,888 24,034 23473 —1 +2 4
Meridian 40,434 , 375710 +4 +8 +)
Natchez* . , 224 19,411 20475 +4 -1 —
Vicksburg . 17,39 17,843 9,063 —2 —9
TENNESSEE )
Bristol® 40,287  399% 3680 +1 +? *
Chattanooga . 277,416 28),147 273,923 —1 +1 :3
Johnson City* 36,677 ; 39015 —6 —& 13
Kingsport* 72,086 68,448 88783 45 +5 *
Knoxville 201759 212534 214976 —5 b 5
Nashville : 649,558 641,221 629,037 +1 +2
SIXTH DISTRICT 1
32 Cities 8,294,655 8685647 8376200 —5 —1 +
UNITED STATES A
344 Cities . . . . . 185,842,000 206,524,000 190,539,000 —10 —2 +

* Not included in Sixth District totals.
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Sixth District Indexes

Seasonally Adjusted (1947-49 — 100)

SIXTH DISTRICT 1957 | 1958
JULY  AUG. SEPT.  OCT.  NOV.  DEC. | JaN. FEB.  MAR.  APR.  MAY JUNE  JuLy AUG.
Moofarm Employment . . . . . . . 136 13 136 135 135 134 134 133 133 132 132 133 133 133
T BB OB OB OB owoF B oH OB B OB OB
Apparel . . . . . . . . . . . 6 7 7 66
Chmicals . . . . . .l 138 132 133 131 131 132 130 129 127 131 133 131 131 130
Fabricated Metals . . . _ . | | 193 189 186 186 185 181 181 177 174 176 176 183 186r 183
Food . . . . . B £ m 112 m m m 14 13 110 110 109 109 m 108
Lbr., Wood Prod., Fur. & Fix. . . . 77 76 77 78 76 76 75 74 72 72 72 72 73 73
Paper & Allied Products . . . . . 158 161 159 161 159 159 158 156 157 158 157 158 157 158
PrimaryMetals . . . . . . ., . lgg 1% 1&5) lgg lg% lgg gg g; g% gg g; g: 32 gg
Textiles . . . . . . e e
Tramsportition Equipment . . . . . 240 248 235 220 220 226 215 200 194 187 172 201 198 209
Mamacturing Payrolls . [ 1 | 1 2&1‘ zgg 1;&11 13; 1% 154 187 182 183 1% 1% 13 190 1%
Cotton Consumption
Elctic Power Production*® * . . . 298 297 29 303 299 295 317 325 311 306 297 312 312 na
. Prod. in Coastal
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Most indicators 0/ economic activity show that business
improved further in August. Nonfarm employment—one of the
most comprehensive measures of business activity—rose only
slightly as increases in most states were partly offset by declines
in others. Factory payrolls, however, continued to climb and farm
income also rose. Although total spending, as measured by bank
debits, declined, spending at department stores advanced to a
new high. Loans at all commercial banks rose further.

Nonfarm employment, seasonally adjusted, rose slightly in August
Improvement in nonmanufacturing employment was responsible for
the increase; manufacturing employment held steady. Gains in non-
farm employment since May, the recent low point, have not been gen-
eral. Employment improved substantially in Florida and Georgia;
changed little in Alabama, Mississippi, and Tennessee; and continued
downward in Louisiana. The average work week has lengthened, and
factory payrolls have increased recently in all states.

Textile activity, measured by seasonally adjusted cotton consump-
tion, showed a moderate gain in August, the fourth consecutive month
an increase has been recorded. Construction contract awards con-
tinue to show exceptional strength, rising sharply to a new seasonally
adjusted record in July. Steel mill operations, however, have shown
little change since July, and still lag behind gains reported for the coun-
try as a whole.

Farm income rose in August, reflecting larger output of crops and
livestock and later marketings of tobacco. Trends in prices, however,
were mixed. Although prices for beef cattle, hogs, cotton, peanuts, to-
bacco, corn, and eggs were higher than last year, prices for broilers,
milk, truck crops, and cottonseed declined. The number of workers
employed in agriculture was larger than a year ago.

Total spending, as measured by bank debits, declined slightly during
August. Furniture store sales, however, rose to the highest level since
mid-winter. Department store sales, after adjustment for seasonal
variation, reached an all-time high, but probably declined slightly during
September. In August, consumer prices declined for the first time in
two years. Consumer credit held by banks continued to rise at a better-
than-seasonal rate.

Loans at member banks in August, after seasonal adjustment, rose
to a new peak, as increases at Florida, Louisiana, and Tennessee banks
offset declines in Alabama, Georgia, and Mississippi. Banks in leading
District cities, which reported curtailed loan demands earlier this year,
experienced vigorous credit demands since mid-August. In September,
total loans outstanding at banks in leading cities rose more than
seasonally because of a pickup in consumer loans and increased bor-
rowings by businesses, notably wholesale trade firms, food processors,
and sales finance companies. Member bank deposits, seasonally aQr
justed, resumed their advance in August; investments increased further.
Borrowings from the Federal Reserve Bank of Atlanta rose fur*
ther in September.





