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Money Market Conditions
What Are They?

. System Open Market Operations shall be conducted
with a view to maintaining about the same conditions in the
money market as currently prevail. .. -1

At the conclusion of each meeting of the Federal Open Market Com-
mittee, an economic policy directive similar to the one shown above for
December 16, 1964, is issued to the Federal Reserve Bank of New
York. This directive describes the policy goals of the Federal Open
Market Committee and contains instructions in terms of short-run
objectives to guide the Manager of the System Open Market Account
until the next meeting of the Committee. Although the specific objec-
tive changes from time to time, it is typically expressed in terms of
money market conditions. But what are money market conditions?
How are they measured? And what is the money market, anyway?

The Money Market

The term “money market” refers to the machinery for redistributing
short-term funds, both nationally and internationally. Through this
market, banks, corporations, governments, and individuals that wish to
invest temporarily idle funds with a minimum loss of liquidity come in
contact with others who are demanding such funds. Moreover, purchases
and sales of U. S. Government securities — the main tool of Federal
Reserve policy — are carried out according to the instructions of the
economic policy directive primarily by means of this market.

Unlike the stock and commodity markets, the money market is not
formally organized. Money market transactions are not carried out
through a formal money exchange. Rather, the bulk of the dollar volume
of money market transactions flows through the largest commercial
banks and U. S. Government securities dealers. Although the home
offices of some money market institutions are outside New York City,
lower Manhattan is the focal point for the nation’s supply and demand
for short-term funds.

The pulse of the money market, or money market conditions, varies
from week to week, hour to hour, and even minute to minute, depending
on the supply and demand for short-term funds. The relative ease or
difficulty in obtaining money on a short-term basis also varies among
segments of the money market. This is because transactions in short-
term funds can be accomplished through a variety of money market
instruments.

One of the most important segments of the money market is the
Federal funds market. This is the market for those funds that are im-
mediately available for transfer at the Federal Reserve Banks. Such
funds include those held in the Federal Reserve accounts of member
banks and claims to such funds by nonbank U. S. Government securi-
ties dealers. Daily transfers of Federal funds through the New York

1 Economic Policy Directive issued on December 16, 1964, by the Federal Open Market Com-
mittee to the Federal Reserve Bank of New York, Fifty-first Annual Report of the Board of
Governors of the Federal Reserve System — 1964, p. 126.



market have averaged as high as $2.2 billion during one
week. The demand for these funds comes primarily from
banks that need reserves to cover current or expected
temporary deficiencies in their required reserves. A sizable
part of this demand is expressed through large correspon-
dent banks that, along with several brokers, act as inter-
mediaries in obtaining and supplying Federal funds for
banks and Government securities dealers. The supply of
Federal funds mainly emanates from banks with current
or expected reserve surpluses. The relationship of the
supply of Federal funds to the demand for these funds
determines the availability and cost of Federal funds from
day to day and, thereby, determines the condition of the
Federal funds market.

Another important segment of the money market is the
market for U. S. Treasury bills. A U. S. Treasury bill is
an unconditional, written promise by the Treasury to pay
a given amount to the bearer on a specified date, never
more than one year from the date of issue. Bills maturing
in three months, six months, and one year are auctioned by
the Treasury, almost always at a discount, on a sealed-bid
basis. Since they are readily marketable and mature within
a short period of time, Treasury bills are considered a
good substitute for money.

There are basically two markets for Treasury bills
although the distinction between the two is not as clear-
cut as it would appear on the surface. The primary mar-
ket, or market of original issue, is thc Treasury auction
market. Within this market, supply is determined by the
U. S. Treasury, and demand comes mainly from com-
mercial banks, corporations, Government securitics deal-
ers, Treasury trust funds, the Federal Reserve System, and
foreign official accounts. Individuals and small institutional
investors also bid for sizable amounts on a noncompeti-
tive basis.

The secondary market for these bills is the market for
trading outstanding issues. The supply and demand for
bills within the secondary market stem from a wide variety
of public and private sellers and buyers, particularly com-
mercial banks that buy and sell bills in order to adjust
excesses or deficiencies in their required reserves, as well
as from corporations and state and municipal governments
that wish to invest their surplus funds temporarily. The
price of Treasury bills, generally discussed in terms of
yield, varies with the supply and demand for these bills.
However, the supply and demand also reflect, in part, the
prices of other money market instruments that function
as substitutes for bills.

Most of the secondary market transactions in bills and
other marketable Government issues are handled through
the Government securities dealers in New York City who
“make” markets, i.e., stand ready to buy or sell Treasury
bills and other Government issues in sizable amounts
at quoted bid and offering prices. In contrast with brokers
who simply transfer securities from seller to buyer for a
commission, Government securities dealers actually take
ownership of the securities that they obtain through Treas-
ury auctions and through the secondary market. The deal-
ers thus bring bills fully into the money market by serving
as intermediaries between buyers desiring a highly liquid
but profitable investment for temporarily idle funds and
sellers who have an immediate need for money. Since

dealer inventories are quite large relative to their capital —
at times exceeding $4 billion in Government issues alone
— dealers ordinarily seek a sizable amount of financing.
This financing, in part, involves arranging loans in the
form of repurchase agreements with banks, other corpora-
tions and, under certain conditions, with the Federal Re-
serve Banks. A repurchase agreement is a temporary sale
of securities carrying a contract to buy back the securities
at the sale price plus interest for the number of days the
securities are held. Dealers also finance their inventories by
using their sccuritics as collateral to negotiate loans from
commercial banks.

The market for dealer loans, which often are con-
tracted for one trading day, is an important segment of the
money market. The condition of this market—the relation-
ship between the supply and demand for dealer loans—is
determined by the availability of short-term credit through-
out the nation, as well as by dealer needs for funds.

Short-term funds also are transferred through other
specialized instruments, such as bankers’ acceptances,
short-term commercial paper, U. S. Government securities
other than Treasury bills, Federal agency issues, and time
certificates of deposit. Prices of these instruments occa-
sionally are of major significance in determining money
market conditions. For example, sizable sales of certificates
of deposit by corporations to obtain funds for tax and
dividend purposes might cause the market for CD’s to
assume special importance for a short time. Moreover,
changes in the rates that major New York banks offer on
new certificates of deposit are an indication of their ag-
gressiveness in acquiring additional funds.

How Are Money Market Conditions Measured?

Now it is time to pull things together. The preceding dis-
cussion has demonstrated that the various segments of
the money market are closely interrelated. Since the
supply of funds available to each segment comes from
many of the same sources, a change in the demand for
any one moncy market instrument is likely to affect the
supply of funds available for other instruments. Because
of this interrelationship, a whole system of information on
the availability of funds is needed in order to understand
the condition of the money market. Ideally, the supply and
demand pressures for each of the money market instru-
ments would be measured and compared. Unfortunately,
however, there is no single statistical gauge of these pres-
sures. Therefore, supply and demand forces must be
evaluated in a variety of ways. One method is to look at
the various money market instruments in terms of price,
i.e., interest rates.

One often quoted price is the Federal funds rate. This
is the interest charge, expressed as an annual rate, on loans
of Federal funds. Federal Reserve officials keep in con-
stant touch with the Federal funds market by obtaining
information from major New York City banks and from
brokers in Federal funds on the rates at which market
participants bid to borrow and offer to lend Federal funds.
By comparing these quotations with the rates charged on
recent Federal funds transactions, some idea of relative
market pressures can be formed. A rising Federal funds
rate usually indicates an increasing demand for Federal
funds loans or a falling supply. Although the Federal
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funds rate, which is published in several newspapers and
market letters, generally is fairly sensitive to changes in
money market pressures, the rate becomes less useful
when it reaches its ceiling. Traditionally, the ceiling has
been at the discount rate. In recent months, however, the
Federal funds rate has fluctuated slightly above the dis-
count rate, as can be seen in the chart below.
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An analysis of changes in major money market rates is helpful
in assessing the condition of the money market. These rates,
however, sometimes move in opposite directions.

Prices of Treasury bills in the secondary market are
published by Government dealers on the basis of bid
and offering quotations expressed as yields. Bill yields are
quoted at annual discount rates, €.9g., a bill maturing in
90 days and selling at 99.00 percent of its value at matur-
ity would be quoted at a 4.00-percent yield [(100.GO-
99.00) x 360/90]. Since dealers handle nearly all trading
in bills, they quickly become aware of changes in supply
and demand forces throughout the nation. Mainly reflect-
ing these forces, dealer bid and offering quotations change
quite frequently— at times even from minute to minute.
A falling yield quotation, i.e., a rising price, ordinarily in-
dicates that the demand for bills is rising or that the supply
is falling.

In the market for dealer loans, prices are measured
in terms of annual rates of interest. Banks normally quote
two rates for loans to dealers— one rate for renewals of
existing loans and another rate for new loans. The rate
for new loans is often higher than the renewal rate. In
recent months, new dealer loans at New York banks have
been arranged primarily at rates between 4X percent
and 4Vi percent. Ordinarily, the dealer loan rates at these
banks are slightly higher than those at banks outside the
city. Thus, dealers will try to arrange most of their financ-
ing out of town and then borrow from the New York banks
to meet the remainder of their needs. Since dealer loan
rates are sensitive to money market pressures, they often
change during the day. A rise in the dealer loan rate
usually indicates that dealer loan demand is increasing or
that the supply of funds is declining.

In the markets for other financial instruments, such as
bankers’ acceptances, commercial paper, and certificates
of deposit, prices usually are measured in terms of annual
interest rates. One major exception to this rule is the
market for securities other than Treasury bills. Quotations

for these securities are made in terms of price rather than
yield.

Price conditions in all of these markets are reflections
of supply and demand conditions throughout the money
market. Therefore, another way to measure money market
conditions is to look at the supply and demand for funds.
This information ordinarily will suggest some explanation
for the past behavior of rates and may give some indica-
tion of their future behavior.

The behavior of the Federal funds rate can often be
explained by looking at supply and demand forces as
revealed by the reserve positions of member banks. Esti-
mates of the distribution of excess reserves for eight major
New York City banks, thirty-eight large banks in other
major cities, other reserve city banks, and so-called country
banks are available at the New York Federal Reserve
Bank with a lag of one trading day. Figures showing the
amounts of Federal funds purchased and sold on the
preceding trading day are available for the eight New
York banks and for the thirty-eight other large banks. In
addition, figures on the amount of Federal funds transac-
tions flowing through New York are calculated daily. By
combining the preceding day’s estimates of reserve dis-
tribution with daily projections of changes in reserves, the
volume of member bank borrowing, reports on the
money position of major New York banks, and the avail-
able information on Federal funds transactions, the supply
and demand forces often become apparent. For example,
a rise in the Federal funds rate might be explained by
increased demand at major city banks in response to a
redistribution of reserves from these banks to country
banks.

Supply and demand conditions in the Treasury bill
market generally are measured by figures on dealer inven-
tories and Treasury auction awards, especially information
on the amount of bills awarded to dealers. This informa-
tion, however, must be considered in the light of other
factors influencing the supply of funds available for bill
purchases. These factors include the amounts of recent
Treasury, Federal agency, and corporate financings, the
volume of bankers’ acceptances and certificates of deposit,
and corporate and individual tax payments. The causes
of changes in bill rates are often brought to light by com-
bining information on these factors with figures on the
supply and demand for bills. For example, unusually large
awards to dealers, in the absence of large Treasury financ-
ings, might indicate a potential increased demand for bills
by corporations and others not bidding in the auction.
This might suggest a future decline in the bill yield. How-
ever, if this demand did not materialize or if dealers re-
ceived more bills than they expected, they, in turn, might
try to dispose of their large awards. Rates might then
go up.

An increasing amount of statistical information on
supply and demand conditions in the market for dealer
loans has either become available or been refined in recent
years. On the supply side, there are figures showing the
amounts of dealer loans made by New York City banks;
and, on the demand side, figures on nonbank dealer
financing needs are now available. Major dealers report
their daily financing requirements early each day to the
Federal Reserve Bank of New York. A comparison of
early morning financing needs with the amount of loans
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still needed as the day progresses gives an indication of
the dealer’s success in “out-of-town” financing and thus
provides further information on the distribution of money
market pressures throughout the nation. This information
often unveils the reasons for changes in dealer loan rates.
For example, a rise in dealer loan rates might be explained
by increased dealer financing needs, which would result
from large auction awards or large purchases from
customers.

In addition to these data, a variety of other statistical
and non-statistical information is useful and often essential
in measuring money market conditions. It is important to
know the ending dates of reserve-city bank and country-
bank reserve periods in order to evaluate properly the large
reductions in money market pressures that sometimes rc-
sult from the widespread sale of excess reserves in the
Federal funds market. Awareness of the payment dates
for public and private security offerings, along with dealer
inventories of these issues and dealer observations on
market forces, is also important in understanding and even
forecasting increases in money market pressures. In this
same vein, information on payment dates for U. S. Treasury
financings, tax and dividend payment dates, amounts
owed, and related maturities of corporate repurchase
agreements and of certificates of deposit can be used to
forecast changes in money market conditions. Then, too,
an apparent redistribution of funds within the money
market can sometimes be explained by transfers of funds
from private hands to the U. S. Treasury and vice versa.
Current talk among participants in the money market also
is often useful in determining expectations that, in turn,
may influence future money market conditions. The New
York Reserve Bank has still another source of information
in the conversations it regularly conducts with U. S.
Government securities dealers.

Through the process of measuring and evaluating both
price conditions and supply and demand conditions within
each of the interrelated segments of the money market and
analyzing these conditions within the framework of a
variety of related statistical and nonstatistical information,
the overall condition or state of the money market can
be determined to some extent. Because of the interrelation
of these forces, however, the relative influence of each
must be weighed before one can arrive at any general
conclusions about money market conditions. Once a con-
clusion has been reached, money market conditions are
characterized as “tight” or “firm” if the amount of short-
term funds demanded is generally greater than the amount
supplied at the prevailing interest rates. Conversely, money

market conditions are considered “easy” if more funds
are available at current rates than are demanded. If supply
and demand forces are about in balance, the money market
is often termed “comfortable.” It is this general character-
ization of money market conditions that experts often refer
to as the “tone” or “feel” of the market.

Reasons for Federal Reserve Interest in
Money Market Conditions

The economic directive issued by the Federal Open Market
Committee to the Federal Reserve Bank of New York
that was quoted at the beginning of this discussion con-
tained the following statement:

... It remains the Federal Open Market Com-
mittee’s current policy to facilitate continued
expansion of the economy by accommodating
moderate growth in the reserve base, bank credit,
and the money supply, while seeking to avoid
the emergence of inflationary pressures and to
strengthen the international position of the
dollar . . ..

In view of these general objectives, why is the Federal
Reserve System so interested in money market conditions?
The factors that influence the supply and demand for
short-term funds can ultimately be traced to the economic
and financial forces at work throughout the entire econ-
omy. For example, the availability of Federal funds in-
directly reflects the demand for credit by businesses and
individuals, for this is one factor that changes the level
of required reserves. Short-term interest rates also reflect
the demand for funds by the Federal Government and by
state and municipal governments. Since money market
conditions are influenced by these forces, the money mar-
ket provides a means through which the Federal Reserve
System can obtain an immediate picture of the interchange
of economic and financial forces throughout the nation.
In addition, the money market provides a mechanism
through which Federal Reserve policy actions can be
transmitted. The Federal Reserve normally increases or
decreases the supply of funds in the money market by
purchasing or selling U. S. Government securities. Money
market conditions can also be affected, of course, by vary-
ing the reserve requirement ratios and by changing the
discount rate, i.e., the interest rate member banks pay to
borrow from the Federal Reserve. By means of these in-
struments, which initially affect market conditions, the
Federal Reserve System can influence the behavior of

the entire economy. ROBERT R. WYAND 11

When Southerners Save

The savings habits of the average Southerner are be-
coming more like those of other U. S. citizens, just as their
personal incomes and spending habits are becoming quite
similar. At the end of last year, the per capita savings
of individuals at selected financial institutions in the Sixth
District states reached $1,334, 63.6 percent of the national
average. In 1930, the $127 per capita savings were only
31.7 percent of the national figure. And as short a time
ago as 1950, per capita savings were but 47.7 percent of

the national average.

Changes in the Sixth District states, moreover, parallel
developments in the Southeastern region as a whole. Per
capita savings throughout the eleven Southeastern states
were 33.7 percent of the national total at the end of 1930;
at the end of 1964, 59.3 percent.

Such comparisons are made possible by a recently com-
pleted statistical series prepared at this Bank showing the
savings of individuals at selected financial institutions for
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Per Capita Savings of Individuals
at Financial Institutions, 1964

Commercial
Bank Savings Life
Time and Loan Insurance Postal Credit All
Deposits ~ Shares  Reserves Savings Unions Types
Alabama $308 $214 $508 $1 $36 $1,068
Florida 437 833 516 3 33 1,827
Georgia 307 375 567 1 28 1,279
Louisiana 335 380 497 1 29 1,242
Mississippi 261 192 309 1 14 111
Tennessee 514 272 487 1 41 1,315
Sixth District
States 373 430 496 1 33 1,334
Southeastern
Statesl 349 380 480 2 5 1,244
United States 914 532 606 2 42 2,097

includes Arkansas, Kentucky, North Carolina, South Carolina, and Virginia,
as well as the Sixth District states.

Source: Federal Reserve Bank of Atlanta.

each year from 1930 through 1964. These estimated hold-
ings of individuals at financial institutions include time
deposits at commercial banks, savings and loan shares,
reserves against life insurance policies, shares in credit
unions, and postal savings deposits. There are other types
of accumulated savings, of course. The estimates do not
include holdings of U. S. savings bonds, for example, since
it was impossible to allocate the holdings to individual
states. Neither do they cover accumulated personal sav-
ings in the form of securities or mortgages nor investments
in farms and businesses and other enterprises. Moreover,
forces other than savings and consumption habits may in-
fluence the yearly changes at these specific institutions.
Nevertheless, the changes in the forms of savings included
can be considered indicative of the savings pattern of the
average Southerner.

Southerners, of course, now have higher incomes out
of which they can save than they have ever had before.
But the increase in their savings also stems from a shift
in their spending and savings habits. One way to show this
is to look at the change in their holdings each year. This
change compared with personal income received that
year gives us some idea of the rate of saving out of cur-

Savings of Individuals at Selected
Financial Institutions

1930 1935 1940 1945 1950 1955 1960 1964
The growth of savings of individuals at financial institutions in
the Sixth District states has raised the ratio of per capita sav-
ings from 31.7 percent of the national average in 1930 to 63.6
percent in 1964.
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rent income. Last year, for example, the per capita in-
crease in personal savings at financial institutions amounted
to 5.6 percent of per capita personal income in the Sixth
District states. In 1960, the ratio was only 3.8 percent;
in 1950, 1.7 percent. The savings rate, so measured, has
changed up and down from year to year, partly in re-
sponse to changes in economic conditions. For example,
the rate of savings measured in this way was especially
high during the years of World War Il and declined in the
immediate postwar period. The trend has been unmistak-
ably upward since 1950, however, and has been especially
pronounced during the current period of economic
expansion.

The behavior of Southerners as savers is, of course,
only a reverse picture of their behavior as spenders. Recent
changes in Southern consumer spending patterns were
pointed out in the July issue of this Review. At that time,
it was noted that “in previous expansion periods . . . Dis-
trict consumers allocated a higher percentage of the in-
crease in personal income to retail sales than did consumers
nationally. In the latest expansion period, however, this
percentage has so far been smaller in the District.” More-
over, the article stated that retail spending in relation to

Spending and Saving
Sixth District States

In recent years, Sixth District consumers have tended to spend
a smaller percentage of their incomes and to save a higher
percentage. Savings are measured by changes in holdings at
selected financial institutions.

personal income has been trending downward. Spending
a smaller part of their income, Southerners have had
more to save.

Historically, the South, compared with the United States
as a whole, has been a high-consumption, low-savings
economy, a state characteristic of many regions in the
process of economic development. The same economic
and social changes that have created a rapidly expanding
market for consumer goods in the Southeast also have
tended to limit the growth of savings. Such a high-con-
sumption, low-savings pattern, however, need not necessar-
ily hamper economic development if there are no barriers
to the inflow of capital investment funds from outside the
area and attractive economic opportunities exist within the
area to use these funds. As a matter of fact, the developing
consumer market stemming from the high-consumption
pattern may create some of the economic opportunities
that attract capital investment. Such seems to have been
the South’s experience.
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Despite the apparent tendency for Southerners to spend Debits to Demand Deposit Accounts

a smaller proportion of their incomes and to save a larger Insured Commercial Banks in the Sixth District
part than in the past, it is unlikely that the South will be {In_Thousands of Dollars)
able to rely immediately solely upon its own savings to o Percent Change
finance its capital investment. The rate of savings in the Year-lo-date
South is still below that of the rest of the United States, July 1965 from 1965
despite its recent upward trend. In 1964, the lower A June July  June - Jduly - fron
savings rate combined with the lower per capita income STANDARD METROPOLITAN
out of which to save thus meant that per capita holdings STATISTICAL AREAS%
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Bank Announcements i G o A ey S TR
Nashville . . . . 1,204,875 1,168,755 1,096,885 +3 410 49
THE WAYNE STATE BANK, Jesup, Georgia, a nonmember OTHER CENTERS
i , it whe Anmiston . . . . 58,950 55,057 53,902 +7 49 46
bank.. began to remit at par for checks drawn on it when fnton - .- 20714 20801 a0 a4 Ts s
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TIESBURG, Hattiesburg, Mississippi, a newly organized Thibodaux ... . 20,514 24,417 19518 —16 45 47
) £ SSIPPL, Y gant Biloxi-Gulfport . . 86,358 80,827 76,800 47 412 +8
member bank, opened for business and began to remit at Hattiesburg . . . 47,199 44,867 42,636 45 411 +g
par. Officers are Harvey E. West, Chairman of the Board; h"‘e“rﬁ'iar" T 2;;% 22'23‘51 gg:g%g :i?) i; 15
Clarence B. Davis, President; and Joiner M. Haltom, Jr., gatchez o 28,646 29,290 31,409 —2 —9 41
. “ . . . ascagoula-
Vice President and Cashier. Capital is $400,000, and sur- o point . . 44,143 41,321 gg,gzg +g +_1¢3; ++1§
> , Vicksburg . . . . 33,656 33,665 , —
plus and other capital funds, $600,000., as reported by the Yoo oty L0 5793 27993 53430 _—1 116 412
Comptroller of the Currency at the time the charter was Bristol . . . . . 61,863 64,441 59,063 —4 45 410
gran[ed' Johnson City . ., . 63,292 64,450 62,060 —2 +2 +7
On A 27 the C B . E ; Kingsport . . . . 126,469 123422 118163 42  +7 413
T N FAULA
. b" ugust }t el ,IZEdNS A KObF Z A ;: ) uf(t{zu 4, SIXTH DISTRICT, Total 24,775,283 24,793,098r 23296239 —0 46 49
Alabama, a newly organized nonmember bank, opened for Alabamat . . . . 3,249,459 3,266,802 3,065840 —1 46 47
business and began to remit at par. Officers are Harry Florida+ . . . . 7,528,025 7,619,996¢r 7,055309 —1 +7 48
, ) ; . Georgiat . . . . 6,117,601 6,147,229 5879846 —0 44 411
Nelson, President; James S. Clark, Vice President and Louisianat* . . . 3488720 3512161 3130275 —1 +1§ +1§
; . ; ; Mississippi+* . . 1,126,974 1,089,733 1,082,404 +3 -+ +
Chaz'rmafl of the Board; and Billy V. Houtvt(.)n, Cashier. Temesemts . T 1 3764504 3157177 30s2ets 13 te 47
Capital is $180,000, and surplus and undivided profits, — - -
$120 000 *In;lud'esdonly banks in the Sixth District portion of the state. fPartially estimated.
A . v Revised.
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Sixth District Statistics

Seasonally Adjusted

(All data are indexes, 1957-59 —

100, unless indicated otherwise.)

One Two One One Two One
Latest Month Month  Months Year Latest Month Month  Months Year
(196! Ago Ago Ago (1965) Ago Ago Ago
SIXTH DISTRICT GEORGIA
INCOME AND SPENDING INCOME AND SPENDING
Personal Income, (Mil, $, Annual Rate) . . lune 47,062 46,494r 46,899r 42,935 Personal Income, (Mil. $, Annual Rate) . June 8,777 8,595r 8,728 8,093
MManufacturing Payrolls . . .. . July 159 157r 157 144 Manufacturing Payrolls . . o o July 161 157 157 144
Farm Cash Receipts . . June 127 124 132 116 Farm Cash Receipts . v e e e W June 140 122 125 115
Crops . . . . . . . . .. . June 120 144 158 120 Department Store Salest* . . . . . . July 143 135 144 124
Livestock . . June 131 116 122 113
Department Store Sales*/** Aug. 150p 146 139 143 PRODUCTION AND EMPLOYMENT
Instalment Credit at Banks, *(Mil. $) Nonfarm Employment . . . . . . . o July 123 122 121 118
New Loans . . . .. Jduly 205 218r 214 191 Manufacturing . . . . . . . . . July 119 119 118 114
Repayments ., . . .. . July 197 190 188 183 Nonmanufacturing . . . . . . . . July llgf %2? iZg %%g
PRODUCTION AND EMPLOYMENT Farmcgasp%u)%leonnt . :Jjﬂli" 83 ZSr 27 87
Nonfarm Employment , . . . . . July 124 122 122 118 Insured Unemployment, (Percent of Cov. Emp) July 1.8 1.7 1.7 2.2
Manufacturing e e . Juiy 123 %23 %g% %‘llg Avg. Weekly Hrs. in Mfg., (Hrs.) . < < July 40.9 40.6r 40.9 40.3
Apparel . . . . . . . . . . July 149 )
Chemicals . July 118 116 115 113 FINANCE AND BANKING
Fabricated Metals . July 130 128 129 122 Member Bank Loans . . . . . . . . Aug 219 214 213 184
Food . . July 109 107 108 107 Member Bank Deposﬂ.s .« .+ . . Aug. 176 173 174 152
Lbr., Wood Prod “Furn. & an July 100 100 99 96 Bank Debits** . N 11112 178 177 179 163
Paper . . . . July 111 110 109 107
Primary Metals N (110 113 111 1%% lgz
Textiles . . coeew July 9 99 LOUISIANA
Transportation Equlpment .. . . July 145 143 144 125
Nonmanufacturing [ 117 124 123 122 119 INCOME AND SPENDING
Construction . . . . . . . . . Juy 121 120 121 113 Personal Income, (Mil. $, Annual Rate) . . June 7,106 69l4r 7,059 6,305
Farm Employment . July 79 80 76 84 Manufacturing Payrolls .. July 143 141 138 129
Insured Unemployment, (Percent of Cov. Emp ) July 2.4 23 2.3 29 Farm Cash Receipts . e e .. June 126 115 137 117
Avg. Weekly Hrs. in Mfg., (Hrs.) July  41.2 41.2r 414 40.7 Department Store Sales*/** July 131 125 127 118
Construction Contracts* July 158 147 147 174
Residential . July 170 162 155 173 PRODUCTION AND EMPLOYMENT
All Other . . July 147 134 139 174 Nonfarm Employment . . . . . . . . July 114 114 114 108
Industrial Use of Electric Power . June 127 129 128 126 Manufacturing July 109 109 109 104
Cotton Consumption** . July 114 111 113 113 Nonmanufacturing .. duly 116 115 115 109
Petrol. Prod. in Coastal La. and Muss ' July 182 178 179 170 Construction . . . . . . . . . July 127 125 124 106
Farm Employment . . July 80 8l 77 88
F[:II'ANEE /;NDk EEANKLNG Insured Unemployment, (Percent of Cov. Emp) July 3.0 3.0 2.2‘ 4%2
ember bank Loans Avg. Weekly H Mfg., (Hrs.) . . . . Jul 42.2 42.3 422 K
AllBanks . . . . . . .. ... A 209 206 206 181 v9. Weekdy Hrs. in Mfa., (Hrs. y
Leading Cities . PR Aug. 192 189 189 167 FINANCE AND BANKING
Member Bank Deposits* Member Bank Loans* . . . . . ., . . Aug. 196 192 190 165
All Banks e e e e e . . o« Aug. 162 160 161 146 Member Bank Deposns* e s e o o o+ Aug 139 141 139 130
Leading Cities . . . . . . . . . Aug 151 148 151 137 Bank Debits*/** e e e e uly 154 150 149 132
Bank Debits*/** . . . . . . . . . July 167 163 166 150
ALABAMA MISSISSIPPI]
INCOME AND SPENDING
INCOME AND SPENDING
Personal Income, (Ml $, Amual Rate) . . Jure 6328 6198+ 6303 5773 Personal Incame, (MIl. %, Annuai Rate) . . June 3,607 3,386r  3o06r 3.2
Manufacturing Payrolls .. July 147 145r 145 129 F 9 Fay o co
arm Cash Receipts . v v e« . June 138 118 121 129
Farm Cash Receipts . . . . . . . . June 139 127 126 121 Department Store Sales*/** Jul 107 99 100 93
Department Store Sales** .oJuy 120 111 114 110 P e e e Uy
PRODUCTION AND EMPLOYMENT FRODUCTION AND EMPLOYMENT Vo1 12 16 121
Nonfarm Employment Ldly 115 115 115 112 Nonfarm Employment . . . . . . . . July
: Manufacturing . . . . . . . . July 134 134 133 124
Manufacturing - July 115 115 114 108 Nonmanufacturing July 123 122 123 120
Nonmanufacturing July 115 115 115 113 Construction ot July 128 126 127 130
Construction July 112 113 113 113 oot e
Farm Employment . July 84 78 79 82 Farm Employment . fC July 272 283 262 382
Insured Unemployment, (Percent of Cov. Emp) July 2.6 2.5 2.3 3.1 Acsu'\%iegffmﬁigyﬂfnmtf;Pe(rﬁf;:t)" o. Emp) ‘jﬂl& 4 402 4l P
Avg. Weekly Hrs. in Mfg., (Hes.) . . . July 41.4 41.4r 415 40.2 9 Y A : ) . . .
FINANCE AND BANKING FINANCE AND BANKING . w1l a0 217 199
Member Bank Loans . . . . . . . . Auw. 199 197 200 177 D e - S 7+ SR 7 S 144
Member Bank Deposits . . . . . . . Aug. 163 160 160 147 Bank Deb“s*/ﬂp oot JuIy. loa 161 170 150
Bank Debits** . . . . . . . . . . July 160 154 155 144 Tttt
FLORIDA TENNESSEE
[NCOME AND SPENDING INCOME AND SPENDING
Personal Income, (Mil, $, Annual Rate) . . June 13,740 13,790r 13,782r 12,520 Personal Income, (Mil. $, Annual Rate) . . June 7,504 7,411 7511r 6,918
Manufacturing Payrolls .. . . July 189 191r 188 178 Manufacturing Payrolls . . < . July 155 152 152 141
Farm Cash Receipts June 99 142 164 106 Farm Cash Receipts . « v v o o June 127 107 107 115
Department Store Sales** July 181 175 173 169 Department Store Sales*/** .. July 123 120 129 110
PRODUCTION AND EMPLOYMENT PRODUCTION AND EMPLOYMENT
Nonfarm Employment , July 134 132 132 129 Nonfarm Employment , . . . . . . . July 124 122 122 118
Manufacturing July 136 132 132 132 Manufacturing coe e e e e duly 128 126 125 121
Nonmanufacturing . July 133 132 132 128 Nonmanufacturing . . . . . . . . July 122 121 121 117
Construction . July 106 109 109 102 Construction . . . . . . . . . July 140 141 144 134
Farm Employment . July 86 92 97 84 Farm Employment . . Jduly 77 79 80 86
Insured Unemployment, (Percent of Cov. Emp) July 2.2 2.2 21 2.6 Insured Unemployment, (Percent of Cov. Emp) July 2.5 2.5 2.6 3.4
Avg. Weekly Hrs. in Mfg., (Hrs)) ., . . July 41.7 42.1r 41.6 41.5 Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . July 40.6 41.0r 41.3 40.8
FINANCE AND BANKING FINANCE AND BANKING
Member Bank Loans . . . . . ., . . Aug 215 211 211 185 Member Bank Loans* . . . . . . . . Aug 204 203 203 184
Member Bank Deposits . . . . . . . Aug. 163 162 162 147 Member Bank Deposns* W+ s+ e+« o Aug, 161 158 164 149
Bank Debits** . . . . . . . . . . July 164 160 162 146 Bank Debits* /** | e 11112 178 168 181 160
*For Sixth District area only. Other totals for entire six states. *#Daily average basis. r Revised. p Preliminary.

Sources:

Personal income estimated by this Bank; nonfarm, mfg. and nonmfg. emp.,
consumption, U. S. Bureau of Census; construction contracts, F. W. Dodge Corp.; petroi.

prod., U. S. Bureau of Mines;

receipts and farm emp., U.S.D.A. Other indexes based on data collected by this Bank. All indexes calculated by this Bank.
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industrial use of elec. power,

«7 -

mfg, payrolls and hours, and unemp., U. S. Dept. of Labor and cooperating state agencies; cotton
Fed. Power Comm.; farm cash
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BUSINESS

C ONDITIO N S

A tally of the accounts for this region’s economy reveals it is still def-
initely “in the black.” Nonfarm employment, our broadest measure, ex-
panded in July, as the work force absorbed many new workers. Incomes
and spending also moved up. Although construction employment and
outlays did not show much zip in July, activity held near the previous
month’s level. Farm business operations provided some upward thrust,
as increased marketings and firmness in key farm product prices provided
an offset to the ill effects of dry weather in Louisiana and M ississippi.
Bank credit expanded, as increases in major categories of loans out-
weighed a small decline in total investments.

v* ux*

Employment exhibited surprising vigor in July. The monthly increases
in both manufacturing and nonmanufacturing employment have not been
equaled in over three years. New entrants to the labor market evidently were
successful in finding work. Gains in employment led to the largest monthly in-
crease in manufacturing payrolls for the year, as well as to higher personal
incomes. A substantial drop in auto registrations occurred in June. Retail sales,
however, moved higher in June, and preliminary data reveal a further expan-
sion in July. Debits to demand deposits, a partial measure of checkbook spend-
ing, also showed a July increase.

)S  Vv*

Housing starts and construction employment and outlays remained on
a high plateau. Increasing yields in the money and capital markets in recent
weeks, together with a continued shift in savings flows from specialized mort-
gage lenders to others, may have had an effect on the availability of mortgage
money. Rising costs for materials and labor exerted a dampening influence
on the growth of the construction industry in general.

v*

Farm businesses are giving the region’s economy a lift. Most major
crops are growing and yielding well, and livestock and poultry marketings
are on the upswing and exceed year-earlier volumes. At the same time, farmers
have been experiencing firm-to-rising prices for some products, notably eggs,
milk, and pork. Flue-cured tobacco prices in the marketing season just ended
averaged much higher than those in 1964. These beneficial marketing and
price developments have boosted total cash farm receipts above the favorable
1964 level. Reflecting farm prosperity to some extent, farm land valuations
at last report had moved higher.

u*

Loans by banks in leading cities rose rapidly in August following a
July slowdown. The increase resulted from gains in consumer and nonbank
financial loans, along with renewed strength in real estate and business loans.
Investments dropped slightly during August, as a decline in U. S. Government
securities, attributable largely to reductions in Treasury bills and notes and
bonds maturing after one year, more than offset increases in other securities.
Time deposits continued to grow at rates exceeding those in previous years,
although deposits in the form of negotiable time certificates have not increased
for the past two months.

Note: Data on which statements are based have been adjusted whenever possible to eliminate seasonal
influences.





