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PIF—It’s Wonderful, Or Is It?
T he region  served by this B ank  has lon g  had a friend in the capital 
m arkets. H is n icknam e is PIF . H is friendship is volatile, calcu lated , and  
dem anding. H is visits during the decade o f the 1 9 5 0 ’s w ere m ost apparent 
in the m ortgage m arket, u sually  got under w ay shortly after cyclica l 
peaks, w ere som etim es brief, and at tim es threatened never to  be  
renew ed.

P IF ’s fu ll nam e is Pressure o f Investab le F unds, a term  fam iliar to  
m ortgage bankers. H is current period  o f warm  friendship for this region  
began in early 1 9 6 0  and has been  long  and productive. N o t on ly  has it 
prom oted  sharp changes in the skylines o f our large cities, but it 
also  has h elped  to alter the industrial, residential, and public facility  
contours o f our tow ns and villages. Furtherm ore, P IF  has assisted  in  
im proving the d istribution o f the reg ion ’s expanded  housing inventory.

M uch  o f this has happ en ed  before and in the m ore distant past has 
contributed  to difficult and som etim es prolonged  periods o f adjustm ent. 
W ill this happen again?

T h e C o n d itio n s  N e c e s s a r y  for PIF’s  A m ity

T he financial m arket p lace is the locu s o f P IF ’s operations. H e  is as 
tim eless and ubiquitous as m on ey  itself. W hile he operates in  b oth  the  
equity  and debt m arkets, the latter typically  absorb m ost o f  his tim e  
and attention. H e is ordinarily not m uch in ev idence during a strong  
cyc lica l or secular upsw ing in the overall econom y; in  fact, during such  
periods he readily changes his personality  and b ecom es m ore recogn iz
able as D em an d  for F unds.

P IF  operates at the m argin o f the m arket through the too ls o f co m 
p etition  and true y ield  differentials. W hen dem and for funds is strong  
relative to  supply, com p etition  am ong borrow ers not on ly  forces the 
cost o f funds to higher levels but a lso  lim its the range o f choices  
that suppliers o f funds m ust consider. It is during periods o f relative  
excess in the supply o f funds that P IF  is m ost effective. R eluctan ce o f  
lenders to  accept falling y ields on  a narrow ed range o f ch oices , together  
w ith com p etition  am ong suppliers o f funds, invigorates the search for a 
broader range o f investm ent opportunities.

Idea lly , then , a grow th region  that requires large im portations o f  
m ortgage funds cou ld  exp ect to  benefit m ost from  a strong P IF  under  
tw o cond ition s. F irst, the total supply  o f funds should grow  vigorously  
relative to  dem and and not be im pounded  in m arket sectors that cann ot 
be reached by m ortgage dem and. Second , the period  should  b e  long  
en ough  to  perm it im provem ents in the institutional arrangem ents by  
w hich such dem and is presented  to the m arket. In  both  respects, the 
current exp an sion  period  has differed from  those o f the 1 9 5 0 ’s.

C apital m arket cond ition s over the past four and on e-h a lf years have  
approached the ideal for P IF ’s operations. G row ing d isp osab le incom e  
from  increased  em ploym ent, low er taxes, and rising w ages perm itted  
continued  exp ansion  in  savings. A b sen ce o f inflationary p sych o logy  and  
high com p etitive rates paid by savings interm ediaries helped  to  channel
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the bulk o f these savings into capital m arket institutions. 
F ederal G overnm ent borrow ing requirem ents w ere held  
to  m oderate expan sion , w hile state and loca l governm ents  
found  new  custom ers for their issues. L iberalized  tax treat
m ent o f grow ing corporate profits and other internally gen 
erated funds tended  to  m ute the net dem and for funds in  
the m arkets. T h ese  and other orderly but pow erful changes  
w ere aided by m onetary and fiscal p o lic ies that w ere  
responsive to  the tw in  needs o f flexib ility  in financial 
m arkets and grow th o f the econom y.

T his region  entered  the current period  o f expansion  w ith  
a large and varied back log  o f capita l requirem ents. It had  
em erged from  the 1 9 5 0 ’s w ith  strong grow th trends in  
industrial d evelop m ent, nonfarm  em p loym ent, and p op u 
lation  and w ith  in com e levels that w ere rising m ore rapidly  
than th ose  o f the nation. D esp ite  large but interm ittent 
flow s o f m ortgage funds from  the national capital m arkets 
in the postw ar period , housing  needs w ere acute. T he  
ratio o f sound to  total ex isting housing in the six D istrict 
states, for exam ple, averaged on ly  72  percent, com pared  
w ith a national average o f 81 percent. O nly  in the largest 
cities, w hich  had m on op o lized  P IF ’s help  in the 1 9 5 0 ’s, 
w as this proportion  anyw here near that o f the n ation ’s. 
M oreover, as im provem ent in the D istr ict’s econ om ic base  
broadened  to  include m ore and m ore m edium -and  sm aller- 
size com m unities, hou sin g  dem and w as further stim ulated.

T he ev ident need for increasing flow s o f m ortgage funds 
w as thus m atched  by a greater capacity  to support higher 
levels o f construction . T he rem aining e lem ent o f the  
problem  w as to m ake this dem and m ore effective in  the  
national capital m arkets w here participants a llocate finan
cia l resources largely on  the basis o f true y ield  differentials. 
T h e region  needed  access to  a m arket w ith  a broader g eo 
graphic range and a broader range o f types o f m ortgage  
contracts.

T his region’s m ortgage bankers, broadly  defined to  in 
clude com m ercia l banks and other n on -sp ecia lized  inter
m ediaries, b id for increased  direct flow s o f m ortgage  
funds through three types o f contracts: the G overnm ent 
insured or guaranteed  m ortgage, the con ven tion al resi
dentia l m ortgage, and the con ven tion a l com m ercia l or 
industrial m ortgage. E ach  o f these instrum ents p layed a 
m ajor role in the net im portation  o f alm ost $3 b illion  o f  
life  insurance and savings bank m on ey  in to  the six  D is 
trict states b etw een  year-end  1 9 6 0  and 19 6 4 . L et’s n ow  
take a brief lo o k  at how  each  instrum ent w orks in co n 
junction  w ith  P IF , after w hich  w e’ll return to  review  the  
results o f their use.

P IF ’s m ost prom in en t helper in the residential m ort
gage m arket during the 1 9 5 0 ’s w as the G overn m en t under
w ritten m ortgage. F rom  in ception , both  the V A -gu aran teed  
and the F H A -in su red  m ortgage have had one outstanding  
plus and one equally  outstanding m inus in term s o f their 
com p etitiven ess in  the cap ital m arkets. W hen properly  
adm inistered, they are virtually  risk-free as to  principal. 
A t the sam e tim e, their flexib ility  as cap ita l m arket in 
strum ents is inhib ited  by their con tract rate ceilings. T o  
m eet m arket y ields, their m arket price usually  m ust be  
adjusted, either by d iscounting or by adding a prem ium .

T his m ethod  o f adjustm ent to  im prove the G overnm ent 
underw ritten m ortgage does not m ake it fu lly  com petitive  
w ith  other capital m arket instrum ents under all cond itions. 
Particularly w hen  dem and for funds is outracing the avail

able supply, num erous difficulties appear. H ow ever, w h en  
the op p osite  is true and P IF  is dom inant, the adjustm ent 
is a very effective to o l in  in fluencing b oth  the availab ility  
and cost o f funds. T h e fo llow in g  table illustrates h ow  this 
m ethod  o f adjustm ent has w orked out from  the period  o f  
p eak  gross y ields o f 6 .2 4  percent on  F H A  m ortgages in  
late 1959  to  the presen t 5 .4 5  percent.

Market Differentials in FHA Mortgage Prices

Price as a Percentage oj Face Amount Differential
U. S. A verage Northeast Southeast  ,SE/U.S. SE /N E

Sept. 1, 19591 95.8 97.7 95.0 .8 2.7
June 1, 1960 96.6 91A 96.3 .3 1.1
Dec. 1, 1960 97.7 99.3 97.4 .3 1.9
Apr. 1, 1961“ 97.7 98.7 97.5 .2 1.2
Sept. 1, 19613 96.5 97.3 96.0 .5 1.3
June 1, 1962 97.2 98.0 96.6 .6 1.4
Dec. 1, 1962 97.8 99.1 91A .4 1.7
Dec. 1, 1963 98.5 99.6 98.0 .5 1.6
Dec. 1, 1964 98.6 99.8 98.0 .6 1.8
June 1, 1965 98.6 99.7 98.2 .4 1.5
Aug. 1, 1965 98.6 99.7 98.3 .3 1.4
1Based on 5%% new-home mortgages (Sec. 203), 25 year, 10% downpayment.
-Based on 5V2% new-home mortgages (Sec. 203), 25 year, 10% downpayment.
"Based on 514% new-home mortgages (Sec. 203), 25 year, 10% downpayment. 
Source: Federal Housing Administration news releases.

C on ven tion a l m ortgages, on  the other hand, have greater 
flexib ility  at the point o f orig ination  but lack  the risk  
protection  o f principal o f the F H A  and V A  m ortgages. 
T h e appraisal and d iscou nting  process o f the fin ished or 
prosp ective contract is m u ch  m ore ind ividualized . P IF  m ust 
therefore rely m ore heavily  upon  his in tra-regional orig i
nating and servicing agents— the m ortgage bankers— to see  
that m axim um  com p etitiven ess attends their offerings. It 
is prim arily up to  them  to  fo llow  and to  serve the shifts 
in econ om ic  base, types o f h ou sin g  dem and, and the 
overall cred it-w orth iness o f their clien tele .

R e g io n a l  S h i f t s  in  C o n s t r u c t i o n  M a r k e t s

T his region  has b ecom e a stronger partner o f P IF  during  
the past four years. Its grow th rate in v irtually  all o f the  
factors that enlarge h ousing  and other con stru ction  dem and  
substantia lly  exceed ed  that o f  the U n ited  States as a w hole. 
T h ese  factors include p op u lation , nonfarm  em ploym ent, 
total personal in com e, per cap ita  p ersonal in com e, and 
popu lation  shifts from  rural to  urban centers. G row th  
rates in the reg ion ’s m eans o f financing these increased  
constru ction  dem ands a lso  exceed ed  n ational rates but by  
m uch sm aller m argins. O ur m ortgage bankers thus team ed  
up w ith  P IF  to  bridge the gap.

T he contours o f surging con stru ction  dem and in  this 
D istrict are sh ow n  in  the upper p an el o f the chart on  
P age 3. D uring  1 9 6 1 -6 4 , the six -state  aggregate o f  co n 
struction  con tract aw ards w as $ 4  b illion , or 3 2  percent, 
higher than in  the preced ing four years o f h eavy  building. 
T h e intra-regional pattern o f grow th, h ow ever, w as quite  
different in the tw o periods. F lorid a  and L ou isian a  had led  
the upsurge in the 1 9 5 7 -6 0  period , w h ile  G eorgia , T en 
nessee , and M ississip p i w ere the leaders in  the current 
expan sion . A lab am a a lso  exceed ed  the six -state grow th  
rate in the current period , but F lorid a  and L ouisiana , 
chiefly  b ecause o f a late start in the 1961  recovery , fell 
considerab ly  b elow  the reg ional average. M easured  in  
term s o f p ercentage ch an ges b etw een  low s in  the tw o  
periods, L ou isian a  exp erienced  the sm allest increase— on ly
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C onstruction C ontracts in th e Sixth D istrict
Percent Percent

Source: Data computed from “Construction Contracts Bulletin,” 
Regions III and VI, F. W. Dodge Corporation.

District construction has expanded sharply over the current 
economic expansion. Lumping of large industrial, utility, and 
missile-space contracts produced most of the sharp fluctuations. 
Residential contract volume, while more stable, also exhibited 
strength.

R esidentia l Construction in the Sixth D istrict

♦January-June 1965.
Source: Data computed from “Construction Contracts Bulletin,” 
Regions III and VI, F. W. Dodge Corporation.

Steady expansion in dwelling units and in dollar volume of 
residential construction took place from 1961 through mid-1965. 
Areas outside the 26 standard metropolitan areas sharply in
creased their share of both dwelling units and dollar volume of 
contracts beginning in 1963. The apartment boom helped to 
maintain dwelling unit volume in the larger metropolitan 
markets.

1.7 percent— w hile F lorid a  and M ississip p i reported in 
creases o f  on ly  5 .6  and 6 .4  percent, respectively . T en n es
see , G eorgia , and A lab am a experienced  gains b etw een  the 
tw o low  poin ts o f  4 6 .9 , 4 0 .9 , and 3 1 .7  percent, resp ec
tively.

R esid en tia l h ousing  in  the D istrict expanded  som ew hat 
less rapidly than total constru ction  through 19 6 3 . H o w 
ever, it has b een  m ore stable throughout the period  in  total 
vo lu m e o f annual con tract awards. S ince 1 9 5 7 , vo lu m e has 
fa llen  b elow  that o f the previous year on ly  once. T his 
occurred in  1 9 6 0 , w h en  the six -state  region  w as retreating  
som e $ 2 8 0  m illion  from  a $ 2 .1-b illion  h ousing  year and  
w hen  F lorid a  a lone accoun ted  for m ore than $ 1 5 4  m illion  
o f the decline. M oreover, strength in  the residentia l sector

R ates of Change in R esidential Construction  
Contract Volume

Sixth District States, 1961 through 1964

4-Year
Base, Average 1964

Average 4-Year as a as a
of 1959-60 Total Total Percentage Percentage

Volume 1961-64 1964 of Base of Base

(Millions of Dollars)
Alabama 204.7 1,091.1 343.2 133.3 167.7
Florida 919.8 3,683.1 1,035.1 100.1 112.5
Georgia 292.8 1,749.9 535.0 149.4 182.7
Louisiana 232.5 1,254.2 419.2 134.9 180.3
Mississippi 98.5 514.1 162.6 130.5 165.1
Tennessee 224.2 1,189.1 371.2 132.6 165.6

Total, Six States 1,972.6 9,481.5 2,866.3 120.2 145.3

has b een  esp ecia lly  w ell d ispersed  in  the region— b oth  for  
the four years as a w h ole  and for the last year, 1964 .

Still another shift appeared and b ecam e particularly  
n oticeab le in  1963 . C onstruction  vo lum e in  the D istrict’s 
nonm etropolitan  areas began to  expand  faster than in  the 
2 6  m etrop olitan  areas. T he low er panel o f the chart show s 
that grow th “outside the 2 6  m etropolitan  areas” w as 
greater in dollar vo lum e than in  num ber o f d w elling units. 
T w o factors largely  accounted  for this changed  relation
ship. F irst, the m ulti-fam ily  apartm ent b oom  in the larger 
cities, in volving low er outlays per housing unit, accelerated  
in  1 9 63 ; secon d , the sm aller cities and nonurban areas 
began to build  a greater vo lu m e o f m ore exp en sive  and  
larger single-fam ily  dw ellings.

Sharp changes in  dem and for new  hou sing  and for 
m ortgage funds also appeared w ith in  the D istr ict’s 2 6  
m etropolitan  areas. In  a num ber o f the largest and m ed- 
ium -size cities, the ratio o f new  dw elling units to  h ou se
hold  form ations averaged less than one over the four 
years. In  som e cases, this ratio fell as low  as .2  in  the  
sm aller cities. O ut o f the total o f 2 6 , e leven  areas fe ll b e
low  .7 5 , and five areas had a ratio o f .5 or low er. In  m ost  
o f these cases, excessive  over-build ing in  th e  la te  1 9 5 0 ’s or  
relatively large declines in the dem and for m ilitary housing  
or housing  associated  w ith  other G overnm ent projects had  
occurred. O n the other hand, a few  cities had ratios for 
the four years o f 2 .0  or m ore, as large shifts in  m ilitary  
and space requirem ents in or near their m etropolitan  areas 
boosted  housing  dem and. In  a num ber o f other cities, 
sustained  p op u lation  exp an sion  and econ om ic grow th  
underw rote continu ed  h igh  levels o f housing  output. L ast 
year, m ore than 7 0  percent o f the 2 6  m etropolitan  areas 
w ere producing one or m ore dw elling units for each  new  
h ou sehold  form ation .

Such are the highlights o f a four-year residentia l co n 
struction  b oom  that has exceed ed  $2  b illion  in  each  year  
and that reached a lm ost $3 b illion  in 19 6 4  for this six- 
state region. B efore  con clud ing  that P IF  is w onderfu l, h ow 
ever, it is usefu l to  rem em ber that he is also treacherous. 
T h ose  w ho enjoy his favors are m ost vulnerable w hen  
they are stretching to  take fu llest advantage o f his largesse. 
T h e econ om ic  sector or grow ing region  that needs his co n 
tinuing help  m ust therefore strike a ba lance b etw een  short- 
and long-term  benefits. D uring  periods o f favorable capita l 
availability  and costs, it m ust continue to  upgrade channels  
o f access to  the cap ita l m arkets under p oten tia lly  less  
favorable cond ition s. W hat is the ev id en ce that this region  
has m ade som e strides in  this d irection?
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G ain s an d  R isk s U n d er PIF

G ains and risks under P IF  during the past four years can  
be identified in the three areas already exp lored , i.e., the 
changing econ om ic  base, the instrum ents o f m ortgage cap i
tal im portation , and the fam ily  o f m arket interm ediaries 
serving this region.

E v id en ce confirm s that this region  has im proved its 
econ om ic  base over the past four years, and current data  
for em p loym ent, in com e, and cap ita l expenditures on new  
and expanded  plants suggest that this grow th is continuing. 
T he relative im portance o f construction  in  total econ om ic  
activity on  a regional basis is difficult to  ascertain , h ow 
ever. N everth eless, the behavior o f construction  em p loy
m ent and o f incom e from  this source suggests that the  
continu ing  h igh levels o f construction  are not out o f line  
w ith grow th in other regional indicators. T he ratio o f  
personal in com e derived from  contract construction  to  
total in com e is one m easure. W hile this ratio w as slightly  
higher in  1 9 6 4  than in 1961 in five o f the six  D istrict 
states, it w as m uch low er than in 1 9 5 7  or 1961 . T he  
sam e general pattern is ev ident in the broader ratio o f  
w age and salary d isbursem ents in construction , insurance, 
and real estate to  total w age and salary disbursem ents. 
W hile not con clu sive , these trends suggest that construc
tion  in this region , as in the nation , represents a declin ing  
proportion  o f gross product.

Our occu p an cy  patterns and the trends o f construction  
in  specific m etropolitan  m arkets suggest that m ost o f the 
im pact o f sharp changes in D efen se  needs, space spending, 
and over-bu ild ing in  the late 1 9 5 0 ’s is under control. T he  
num ber o f w eak  housin g  m arkets declined  during 19 6 4  
and has continued  to do so  through m id -1965 . T here  
exists, nevertheless, the risk that som e o f these m arkets, 
though  im proving, m ay not com pare favorably  w ith  other  
opportunities for investors as funds b ecom e tighter.

It seem s reasonable to exp ect that the m ajor trends 
underlying the recent im provem ent in  this reg ion ’s e co 
nom ic base w ill con tinue. Indeed , one o f the m ajor factors 
that now  appears likely  to  w eak en  P IF  w ith  respect to  
m ortgage investm ent is the contin u in g  exp an sion  o f cor
porate needs for investm ent funds. T his area’s participation  
in  new  cap ital spending by such corporations has been  
strong, how ever, and there is n o  present suggestion  that it 
w ill change greatly in the near future.

T his region  also im proved  the instrum ents through  
w hich  it taps the national capital m arket for m ortgage  
m on ey  during the 1 9 6 1 -6 4  period. Partial ev id en ce o f  
this im provem ent is that the d iscount for G overnm ent 
underw ritten m ortgages n ot on ly  tended  to  grow  sm aller, 
but the spread against the Southeast a lso  tend ed  to  narrow.

Alabama’s Economy
E m p loym en t bu lletins from  A lab am a currently con vey  
good  new s about the state’s econ om ic  w ell-being . T he  
im pressively  lon g  upw ard trend in  nonfarm  em p loym en t  
has been  further ex tended , and unem p loym en t has dw in 
dled. In  A u gu st this year, u n em p loyed  w orkers in A lab am a  
covered  by the State Insurance Program  num bered on ly  
1 3 ,3 1 7 , and the season a lly  adjusted unem p loym en t rate

T he quality o f con ven tion a l m ortgages as com p etitive  ca p 
ital im porters a lso  rose if on e m ay judge b y  the relative  
increase in  their use. T h e reg ion ’s upgraded econ om ic  b ase  
u n doubted ly  accou n ted  for part o f the im proved  accep t
ance o f both  types o f  m ortgages. It seem s lik e ly  that the  
reg ion ’s m ortgage bankers and th ose  perform ing m ortgage  
banking fun ctions p layed  an im portant role through  
grow th in exp erience in risk underw riting, m ore effective  
servicing, and greater flexib ility .

T his brings us to  one o f the m ore favorable aspects of 
the ou tlook  for con tin u ed  h igh  levels o f con struction  and  
of housing in particular. In the postw ar period , this region  
has reacquired a valuable asset in its netw ork o f m ortgage  
banking facilities. T h ese  cap ita l m arket interm ediaries 
specia liz in g  in  the im portation  and adm inistration  of  
m ortgage funds have accom p lish ed  substantial co n so lid a 
tion  and im provem ent in  their techn iques during the cur
rent period  o f regional grow th. T h ey  h ave actively  partici
pated  in the upgrading o f the F H A -V A  m ortgage as a 
capital m arket instrum ent through leg isla tive  and adm in is
trative changes. P resently , they  are servicing a large and  
grow ing share o f b oth  G overn m en t underw ritten  and co n 
ven tion a l m ortgages and in m ost cases h ave m aintained  
delinquency  and foreclosu re rates low er than the national 
average.

B y  and large, these m ortgage bankers (in clu d in g  m any  
in the m arket w ho do n ot lim it their activ ities to this field, 
such as com m ercia l banks, real estate d evelop m en t firms, 
and several other types o f firm s) h ave d isp layed  flex i
bility  in  serving the changin g  n eeds o f the region . A id ed  
by their investors and in  som e cases b y  the regulatory  
authorities, they seem  to  h ave learned h ow  to detect at 
an earlier stage those w eak en in g  m arkets that should  not 
be oversu pp lied  w ith  funds. M oreover, the sam e partner
ship  has d evelop ed  m eans o f eva luating  and im proving the  
m arketability  o f housing  and other large projects and has 
upgraded the underw riting fu n ction  in  the field. W ays 
also have b een  found  to  aid builders and sponsors d irectly  
in their cost-cu ttin g  and m arketing activ ities. A t the sam e  
tim e, the D istr ict’s im porters o f m ortgage funds have  
avoided  m any o f  the practices that even tu ally  sw am ped  
their predecessors in the 1 9 2 0 ’s and in som e earlier periods.

It seem s reasonab le to con c lu d e  that w hatever the d e
gree o f P IF ’s am ity for this region  in  the near future, his 
friendship  in the past has n ot b een  overly  abused. Som e  
m istakes o f judgm ent and som e increases in  risks in som e  
m arkets have occurred. O n balance, h ow ever, P IF ’s co n 
tinued coop eration  under changing  cap ita l m arket con d i
tions seem s a reasonab le exp ectation .

H iram  J. H o n e a

Emits a Healthy Glow
w as 2 .3 , com fortab ly  b elow  the 4 - to  5 -p ercent rate pre
vailing in m uch o f 1 9 6 2 , 1 9 6 3 , and early 1964 . T h ese  gains 
left on ly  three sm all tow ns in A lab am a— C lanton , H eflin , 
and Jasper— classified  as areas o f substantia l u n em p loy
m ent in July 1 9 6 5 . T h e sta te’s tw o m ajor c ities, B irm ing
ham  and M ob ile , w ere classified  as h aving m oderate  
un em p loym en t— 3 to  6 percent o f the total w ork  force—
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in that m onth. T h ese  im provem ents, m orever, occurred in  
con junction  w ith  exp ansions in both  the state’s population  
and labor force.

F a c t o r i e s  H u m

W hile m uch  o f the econ om ic  steam  in A lab am a has been  
generated  by the stepp ed -up  operations o f nonfarm  busi
ness firms and o f F ederal, state, and loca l governm ent 
agencies, the h ottest boilers have been  in the bustling  
m anufacturing sector. L eading the upw ard m ovem en t in  
m anufacturing em p loym ent from  1961 to  1965  w ere  
firms in the transportation  equipm ent, m achinery and  
electrical equ ipm ent, apparel, chem icals, paper and allied  
products, fabricated  m etals, and prim ary m etals industries. 
In July 1 9 6 5 , these industries w ere em ployin g  about half o f  
A lab am a’s 2 7 6 ,3 0 0  m anufacturing w orkers, according to  
the A labam a D epartm en t o f Industrial R elations. M ore
over, w orkers in these m anufacturing industries have been  
receiv ing relatively  high hourly earnings. T h ose  em p loyed  
in the prim ary m etals industry, for exam ple, averaged  
$ 3 .1 5  an hour in  July 1 9 6 5 , and those at chem ical firms 
averaged $2 .5 1  an hour. A pparel w orkers, how ever, 
received  an average hourly w age o f on ly  $ 1 .4 6 .

V irtually  the sam e picture em erges w hen  w e narrow  
our focus to  changes in the m anufacturing w ork force in  
the m ore recent July 1963-Ju ly  1965  period. A gain  the 
transportation  equip m ent and m achinery firms have ex 
perienced  the greatest grow th in the num ber o f w orkers 
em p loyed , w hile chem ical and apparel firms ran a c lose  
secon d  and third. P ulp  and paper and prim ary m etals firms 
also gave a pow erfu l boost to  em ploym en t in this period. 
O n the other hand, em p loym en t has increased  at a relatively  
slow er rate in the tim ber and w ood  products and food  in 
dustries. A lab am a’s saw m ills and p laning m ills actually  cut

Employment in Alabama, by Industry Classification
(Thousands of Employees)

Classification
July
1961

July
1965

Percentage 
Change 

from 
J ulv 1961

Nonagricultural
Manufacturing 231.2 276.3 + 19
N onmanufacturing 542.4 591.3 + 9

Total 773.6 867.6 + 12
Manufacturing, selected subclasses

Lumber and wood products 23.2 23.9 + 3
Stone, clay, and glass 8.0 8.1 + 1
Primary metals 43.6 48.1 + 11
Fabricated metals 11.5 13.7 + 19
Machinery, including electrical 9.3 13.3 + 43
Transportation equipment 8.9 17.2 + 93
Food 23.0 24.9 + 8
Textile mill products 37.0 37.1 + 0
Apparel 26.1 36.5 + 40
Paper and allied products 12.2 14.2 + 16
Printing and publishing 5.7 6.4 + 12
Chemicals and allied products 8.5 11.0 + 29

N  onmanufacturing
Mining and quarrying 11.8 7.7 -35
Contract construction 43.9 51.7 + 18
Transportation, communications,

and public utilities 49.3 50.0 + 1
Trade 148.4 165.0 + 11
Finance, insurance, and real estate 33.2 35.4 + 7
Service and miscellaneous 93.9 107.9 + 15
Government, total 161.9 173.7 + 7

Federal 68.5 66.8 -  2
State and local 93.4 106.9 + 14

Source: Alabama Department of Industrial Relations.

back their aggregate w ork force. T extile  em p loym en t also  
has expanded  less rapidly than other segm ents o f  m anu
facturing during this period.

O u t s id e  t h e  F a c t o r i e s

N onm anu factu ring  em ploym en t m oved  up at a slow er rate 
than m anufacturing em p loym ent in the 1 9 6 1 -6 5  period  
m ain ly  because few er w orkers w ere em p loyed  in  m ines  
and quarries and em p loym ent in the transportation , co m 
m unication , and public utilities sectors rose rather slow ly. 
A  sizable gain  in  construction  em ploym ent and a healthy  
rise in total governm ent em ploym ent spurred the increase. 
H ow ever, the m ajor im petus for nonm anufacturing em 
p loym ent stem m ed from  active hiring by trade, constru c
tion , and service firms, w hich  together em ploy  about 55  
percent o f A lab am a’s nonm anufacturing w ork  force.

T h ese  patterns have persisted  from  July 1963  to July  
1 9 6 5 , although not w ithout som e m odifications. T he  
grow th rate in finance, insurance, real estate, and services 
em p loym ent slow ed  appreciably. O n the other hand, favor
able developm ents in the coa l industry m oderated  the drop
off in em p loym ent that has afflicted the m ining and quarry
ing sector for som e tim e.

Farm  em p loym en t has continued  to  dw indle, reflecting  
the long-term  dow ntrend stem m ing largely from  the 
changed  incom e alternatives for farm  laborers and oper
ators. M any o f these w orkers apparently are being  ab
sorbed into nonfarm  jobs.

I n v e s t m e n t s  S p u r  A c t i v i t y

In  considerab le degree, A lab am a’s favorable em p loym ent 
trends reflect the large investm ents m ade for bu ild ing new  
industrial p lants, expanding ex isting plants, and m odern
izing m any estab lished  production  facilities. A ccord in g  to  
the A lab am a State P lanning and Industrial D ev e lo p 
m ent B oard , a record $ 4 0 6  m illion  tota l investm ent for 
these purposes w as announced  in 1964 . In  1963  and 1 9 6 2 , 
the totals w ere also large, $ 3 3 7  m illion  and $ 1 4 3  m illion , 
respectively . M eta l producing and fabricating plants, 
pulp and paper plants, textile  p lants, and ch em ica l p lants 
attracted new  funds in large am ounts. S cheduled  exp an 
sion  o f a ny lon  plant near M obile  w ill m ake it the largest 
o f its type in the nation.

A ccom p an yin g  these increases in productive capacity  
has b een  an em phasis on  the application  o f cost-cutting  
techniques and related technical processes. T he first steel to  
be produced  by the new  basic oxygen  process in  A labam a  
w as turned out at G adsden  in A ugu st this year. N o t on ly  
w ill the speed  o f steel ingot production  be m aterially  in 
creased , but the oxygen  furnaces w ill be contro lled  by  a 
com puter. A t the sam e p lant, a $4 0 -m illio n  exp ansion  to  
incorporate a large steel plate m ill is currently under w ay. 
B urgeon ing  dem and for sh eet steel is one e lem en t en 
couraging these investm ents. In  textile m ills, techn ica l ad
vances in m achinery design  and system s and in  fiber p roc
essing have brought about better labor u tilization  and im 
proved  p lant operations generally. A lab am a’s im portant 
pulp  and paper industry a lso  has experienced  pronounced  
tech n o log ica l advances, esp ecia lly  in  m echan ica l handling  
o f pu lpw ood  and finished products and in  the instrum en
tation  o f m ach ine processes.

P lant exp an sion  and m odern ization  apparently w ill 
con tinue at a rapid clip  in  A lab am a for aw hile longer.
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F rom  January 1965  through m id-year, n ew  com m itm ents  
for these purposes to ta led  $ 2 0 0  m illion , accord ing to  the  
State C ham ber o f C om m erce. P lans for excep tion a lly  
large investm ents in  p lant and equipm ent n ationally , as an
n ou n ced  b y  m ajor industries, im ply con tinued  grow th in  
A lab am a as w ell. O n  top  o f th is, there w ill be som e im pact 
from  F ederal, state, and loca l governm ent spending for a 
m ultitude o f purposes in  A labam a. B ridge, road, and  
sch oo l construction  and other public w orks long  have  
b een  a p ositive econ om ic  force in  the state. F ederal exp en 
ditures in  H u ntsv ille , A labam a, for space exp loration  co n 
tinue to be large, and the m ilitary bu ild -up  begun this year 
n o  doubt w ill have an expansionary  effect u pon  the state.

I n c o m e s  R i s e

T he exp an sion  in A lab am a’s m anufacturing em p loym ent 
and in segm ents o f its nonm anufacturing em p loym ent in
duced certain  snow balling  effects in the state’s econ om ic  
activity. A lab am ian s’ incom es have risen, and their spend
ing for consum er item s has m oved  in to  higher gear. T ota l 
p ersonal in com e in the state has increased  virtually  w ith
out interruption since July 1963  and in July 1965  stood  at 
$6 .8  b illion  on  an annual season ally  adjusted basis, ac
cording to  estim ates o f this B ank. T he sharply rising  
bank debits in the past year reflect increased  consum er  
spending as do the stepped-up  sales in certain  retail estab
lishm ents such as restaurants. In the end, o f course, overall 
em p loym ent gains m irror the spending o f consum ers as 
w ell as the investm ents and spending o f businesses and gov 
ernm ents.

F u r t h e r  E m p l o y m e n t  G a i n s  P o s s i b l e ?

W ith the u n em ploym en t rate in A lab am a now  significantly  
reduced, the p o o l o f em p loyab le w orkers grow ing relatively  
slow ly, and m any student part-tim e w orkers back in sch oo l, 
w ill further increases in  total nonfarm  em ploym en t occur in  
A labam a through early 1966?  Judging from  the m ajor e le 
m ents in the situation , the answ er cou ld  be a qualified yes.

A  further m odest grow th should  occur in  the available  
labor supply  for nonfarm  jobs. T h en , too , the m anufactur
ing industries experiencing  the greatest increases in  recent 
years probably  w ill con tinue to  provide a m arket for  
A lab am a labor. T h e final ou tcom e for em p loym en t and for  
A lab am a’s econ om y, how ever, depends up on  the national 
eco n o m y ’s progress. Should  the national econ om y take on  
larger d im ensions in the m onths ahead, A lab am a u ndoubt
ed ly  w ou ld  further enhance its econ om ic  standing.

A r t h u r  H . K a n t n e r

Bank Announcements
On September 1, T h e  B a n k  o f  G e o r g i a , Atlanta, Georgia,a  
state m em ber bank, converted into a national banking asso
ciation under the title of T h e  N a t i o n a l  B a n k  o f  G e o r g i a .

T h e  P e o p l e s  B a n k  o f  T a m p a , Tampa, Florida, a newly  
organized nonm em ber bank, opened for business on Sep
tember 1 and began to remit at par for  checks drawn on it 
when received from  the Federal Reserve Bank. Officers are 
C h a r le s  W. M e t z g e r ,  P r e s id e n t ;  a n d  O r la n d o  G a rc ia ,  
Cashier. Capital is $420,000, and surplus and undivided  
profits, $126,000.

T h e  V i d a l i a  B a n k i n g  C o m p a n y , Vidalia, Georgia, a 
state m em ber bank, converted into a national banking asso
ciation under the title F i r s t  N a t i o n a l  B a n k  a n d  T r u s t  

C o m p a n y  on Septem ber 15.

Debits to Demand Deposit Accounts
Insured Commercial Banks in the Sixth District

(In Thousands of Dollars)

Aug.
1965

July
1965

Aug.
1964

Percent Change
Year-to-date 

8 Months 
Aug. 1965 from 1965 
July Aug. from 
1965 1964 1964

STANDARD METROPOLITAN 
STATISTICAL AREASf 

Birmingham . . . 1,247,100 1,258,477 1,156,865 —1 +8 +10
Gadsden . . . . 57,480 57,856 56,416 —1 + 2 +  6
Huntsville . . . . 162,432 158,294 149,114 + 3 + 9 +  7
Mobile....................... 414,724 406,253r 374,892 + 2 +  11 +8
Montgomery . . . 276,225 271,418 254,184 +2 + 9 +  10
Tuscaloosa . . . 76,211 79,515 70,256 —4 + 8 +  4
Ft. Lauderdale-

Hollywood . . . 458,626 474,081 375,308 —3 +22 +  10
Jacksonville . . . 1,353,836 1,452,227 1,112,404 —7 +22 +  14
M iam i....................... 1,657,715 1,738,386r 1,412,151 —5 +  17 + 9
Orlando . . . . 384,444 410,231 360.084 —6 +  7 +  0
Pensacola . . . . 181,092 180,470 165,602 +  0 + 9 +  12
Tampa-St Petersburg 1,010,334 1,013.819 878,620 —0 +  15 + 7
W. Palm Beach . . 311,810 348,028 261,645 — 10 +  19 + 8

83,178 81,580 64,478 + 2 +29 +  21
Atlanta . . . . 3,810,083 3,719,177r 3,321,265 +2 +15 +  11
Augusta . . . . 184,859 174,847 172,486 +6 +7 +2
Columbus . . . . 196,915 184,453r 181,542 +7 + 8 + 8
Macon....................... 193,214 194,392 171,970 — 1 +  12 + 9
Savannah . . . . 231,118 230,864 204,668 + 0 +  13 + 4

Baton Rouge . . . 440,341 459,286 346,864 —4 +27 +20
Lafayette . . . . 101,988 106,112 84,050 —A +21 +19
Lake Charles . . . 103,767 115,126 89,370 — 10 +  16 +8
New Orleans . . . 2,007,159 2,098,803 1,730,274 — 4 +  16 +  12
Jackson . . . . 512,675 494,994 433,463 + 4 +  18 +11
Chattanooga . . . 486,221 478,789 410,784 + 2 +18 +  10
Knoxville . . . . 416,299 417,176 352,078 —0 +  18 + 9
Nashville . . . . 1,249,128 1,204,875 1,058,620 + 4 +  18 +  10

OTHER CENTERS
Anniston . . . . 57,078 58,950 49,799 — 3 +15 + 7
Dothan ....................... 45,984 48,714 43,888 —6 +  5 + 5
Selm a....................... 33,128 35,859 31,946 —8 + 4 + 3
Bartow . . . . 31,557 34,129 20,993 —8 +50 +22

Bradenton . . . 42,692 49,233 39,703 — 13 +  8 +  1
Brevard County . . 194,467 204,086 152,444 —5 +  28 +16
Daytona Beach . . 75,116 83,377 65,952 — 10 +  14 + 4
Ft. Myers- 

N. Ft. Myers . . 54,750 58,149 48,999 —6 +12 + 6
Gainesville . . . 65,817 65,802 59,958 + 0 +10 + 9
Monroe County . . 28,592 26,775 21,552 + 7 +33 +19
Lakeland . . . . 95,054 97,690 81,340 —3 +  17 +11

47,938 50,487 41,433 —5 +  16 +6
St. Augustine . . 17,839 17,949 15,590 — 1 +14 +3
St. Petersburg . . 237,995 270,906 222,870 — 12 + 7 +5
Sarasota . . . . 80,259 89,926 69,046 — 11 +16 +4
Tallahassee . . . 109,539 110,281 88,466 — 1 +24 +  15
Tampa....................... 588,958 546,959 489,604 + 8 +  20 +11
Winter Haven . . 50,107 48,502 43,556 + 3 +15 +  8
Athens ....................... 63,782 65,809 51,234 —3 +  24 +  15
Brunswick . . . 39,615 38,975 36,908 +  2 +  7 +3
Dalton....................... 78 658 77,798 71,323 +  1 +  10 +  14
Elberton . . . . 13,159 12,099 10,567 + 9 +25 + 8
Gainesville . . . 66,343 76,021 60,761 —13 +9 +8
Griffin ....................... 29,492 27,596 25,112 +7 +  17 +11
LaGrange . . . . 19,457 20,008 17,615 —3 +  10 +5
Newnan . . . . 25,639 26,392 23,050 —3 +11 +2
R om e....................... 66,265 62,123 55,079 + 7 +20 +6
Valdosta . . . . 55,172 45,937 47,543 +20 +  16 +  10
Abbeville . . . . 10,593 9,009 7,560 +  18 +40 +13
Alexandria . . . 105,694 103,878 97,894 +  2 + 8 + 9
Bunkie....................... 5,839 4,990 4,535 +17 +29 +  13
Hammond . . . . 26,713 29,722 25,314 — 10 +6 +10
New Iberia . . . 32,616 33,744 27,148 — 3 +20 + 5
Plaquemine . . . 8,773 9,044 7,853 —3 +  12 +8
Thibodaux . . . 17,080 20,514 15,730 — 17 + 9 +7
Biloxi-Gulfport . . 85,432 86,358 70,593 — 1 +21 +  10
Hattiesburg . . . 44,864 47,199 41,955 —5 + 7 + 8
Laure l....................... 34,081 37,115 31,089 —8 +10 + 5
Meridian . . . . 61,151 62,371 53,456 —2 +14 + 6
Natchez . . . . 28,972 28,646 29,216 +1 —1 +  0
Pascagoula- . . . 

Moss Point . . 53,681 44,143 46,675 +22 +  15 +5
Vicksburg . . . . 33,948 33,656 30,365 +1 +  12 +  15
Yazoo City . . . 46,295 27,236 43,612 +70 +6 +12
Bristo l....................... 61,936 61,863 53,801 + 0 +15 +  10
Johnson City . . . 64,025 63,292 56,195 +1 +  14 + 8
Kingsport . . . . 122,778 126,469 105,530 —3 +16 +  13

SIXTH DISTRICT, Total 24,424,235 24,760,767 21,216,067 — 1 +15 +  10
Alabamaf . . . . 3,210,099 3,248,370r 2,975,617 —1 + 8 + 7
Floridaf . . . . 7,174,511 7,518,480r 6,096,400 —5 +18 + 9
Georgiat . . . . 6,182,450 6,113,719r 5,375,695 + 1 +  15 +12
Louisianaf* . . . 3,348,471 3,488,720 2,841,725 — 4 +18 +13
Mississippif* . . 1,178,147 1,126,974 1,032,837 + 5 +14 + 9
Tennesseef* . . . 3,330,557 3,264,504 2,893,793 + 2 +15 + 8

♦Includes only banks In the Sixth District portion of the state. fPartially estimated,
r Revised.
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Sixth District Statistics
Seasonally Adjusted

(All data are indexes, 1957-59

One Two One
Latest Month Month Months Year

(1965) Ago Ago Ago
SIXTH DISTRICT

INCOME AND SPENDING
Personal Income, (Mil. S, Annual Rate)*** July 48,564 47,404 47,568 44,817
Manufacturing P a y ro lls .................................. Aug. 170 168 165 150
Farm Cash R e c e ip ts ........................................ July 132 127 124 116

Crops ............................................................... July 122 120 144 105
Livestock ......................................................... July 134 131 116 119

Department Store Sales*/ * * ....................... Sept. 145 153 146 136
Instalment Credit at Banks, *(Mil. )

New Loans ......................................................... Aug. 219 221r 218 174
Repayments................................................... Aug. 220 197 190 190

PRODUCTION AND EMPLOYMENT
Nonfarm Employment........................................ 124 123 122 118

Manufacturing.............................................. Aug. 123 123 122 117
Apparel......................................................... Aug. 149 149 149 141
Chemicals................................................... Aug. 119 118 116 112
Fabricated M e ta ls ..................................  ̂ug. 132 131 130 123
Food............................................................... Aug. 109 109 107 108
Lbr., Wood Prod., Furn. & Fix. . . . Aug. 101 100 100 96
Paper ......................................................... Aug. 110 111 111 107
Primary M e ta ls ........................................ /'ug. 113 113 111 108
Textiles......................................................... Aug. 99 99 99 96
Transportation Equipment . . . . Aug. 151 150 143 124

Nonmanufacturing........................................ Aug. 124 123 122 119
Construction.............................................. Aug. 119 119 119 112

Farm Employment.............................................. Aug. 72 79 80 79
Insured Unemployment, (Percent of Cov. Emp.) Aug. 2.4 2.4 2.3 2.9
Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . Aug. 41.7 41.3 41.5 41.0
Construction Contracts*.................................. Aug. 143 157r 147 129

Residential ................................................... Aug. 173 170 162 145
All O th e r ......................................................... Aug. 118 147 134 116

Industrial Use of Electric Power . . . . July 132 127 129 121
Cotton Consumption**.................................. Aug. 109 114 111 110
Petrol. Prod, in Coastal La. and Miss.** Aug. 182 182 183 170

FINANCE AND BANKING 
Member Bank Loans*

All B a n k s ......................................................... Aug. 209 206 206 181
Leading Cities .............................................. Sept. 194 192 189 170

Member Bank Deposits*
All B a n k s ......................................................... Aug. 162 160 161 146
Leading Cities .............................................. Sept. 149 151 148 138

Bank D e b its * / * * .............................................. Aug. 166 167 163 151

ALABAM A

INCOME AND SPENDING
Personal Income, (Mil. S, Annual Rate)*** July 6,673 6,541 6,476 6,003
Manufacturing P a y ro lls .................................. Aug. 162 162 157 137
Farm Cash R e c e ip ts ........................................ July 142 139 127 126
Department Store S a le s * * ............................. Aug. 123 120 111 118

PRODUCTION AND EMPLOYMENT
Nonfarm Employment........................................ Aug. 116 115 115 111

Manufacturing.............................................. Aug. 116 115 115 108
Nonmanufacturing........................................ Aug. 115 115 115 113

Construction.............................................. Aug. 113 112 113 113
Farm Employment.............................................. Aug. 73 84 78 73
Insured Unemployment, (Percentof Cov. Emp.) Aug. 2.5 2.6 2.5 3.0
Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . Aug. 41.4 41.7 41.4 41.0

FINANCE AND BANKING
Member Bank L o a n s ........................................ Aug. 199 197 200 177
Member Bank D eposits .................................. Aug. 163 160 160 147
Bank D e b its * * ................................................... Aug. 157 160 154 152

FLORIDA

INCOME AND SPENDING
Personal Income, (Mil. $, Annual Rate)*** July 13,947 13,347 13,703 12,902
Manufacturing P a y ro lls .................................. Aug. 192 188 190 177
Farm Cash Receipts ........................................ July 131 99 142 103
Department Store S a le s * * ............................ Aug. 192 181 175 179

PRODUCTION AND EMPLOYMENT
Nonfarm Employment........................................ Aug. 134 133 132 129

Manufacturing.............................................. Aug. 135 134 132 131
Nonmanufacturing........................................ Aug. 133 133 132 128

Construction.............................................. Aug. 107 106 106 103
Aug. 80 86 92 84

Insured Unemployment, (Percentof Cov. Emp.) Aug. 2.2 2.2 2.2 2.5
Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . Aug. 42.6 41.9 42.4 41.6

FINANCE AND BANKING
Member Bank Loans . . . . 215 211 211 185
Member Bank Deposits . . . 163 162 162 147
Bank D e b its * * ............................ 163 163 160 145

100, unless indicated otherwise.)

One Two One
Latest Month Month Months Year

GEORGIA
(1965) Ago Ago Ago

INCOME AND SPENDING
Personal Income, (Mil. $, Annual Rate)*** July 9,152 9,037 8,928 8,357
Manufacturing P a y ro lls ................................... Aug. 171 169 164 149
Farm Cash Receipts ........................................ July 121 140 122 107
Department Store S a le s * * ............................ Aug. 148 143 135 140

PRODUCTION AND EMPLOYMENT
Nonfarm Employment........................................ Aug. 123 123 122 117

Manufacturing.............................................. Aug. 120 119 119 113
Nonmanufacturing........................................ Aug. 125 124 123 119

Construction.............................................. Aug. 136 136 134 126
Farm Employment.............................................. Aug. 77 83 68 82
Insured Unemployment, (Percentof Cov. Emp.) Aug. 2.0 1.8 1.7 2.6
Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . Aug. 41.0 41.1 40.9 40.7

FINANCE AND BANKING
Member Bank L o a n s ........................................ Aug. 219 214 213 184
Member Bank Deposits .................................. Aug. 176 173 174 152
Bank D e b its * * ................................................... Aug. 177 178 177 161

LOUISIANA

INCOME AND SPENDING
Personal Income, (Mil. $, Annual Rate)*** July 7,383 7,287 7,202 7,045
Manufacturing P a y ro lls .................................. Aug. 157 160 155 137
Farm Cash Receipts ........................................ July 137 126 115 133
Department Store S a le s * / * * ....................... Aug. 136 131 125 126

PRODUCTION AND EMPLOYMENT
Nonfarm Employment........................................ Aug. 115 115 114 109

Manufacturing.............................................. Aug. 110 110 109 105
Nonmanufacturing........................................ Aug. 116 116 115 110

Construction.............................................. Aug. 125 126 123 107
Farm Employment.............................................. Aug. 79 80 81 89
Insured Unemployment, (Percentof Cov. Emp.) Aug. 2.8 3.0 3.0 3.3
Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . Aug. 42.9 42.6 42.8 41.8

FINANCE AND BANKING
Member Bank L o a n s ........................................ Aug. 196 192 190 165
Member Bank D e p o sits .................................. Aug. 139 141 139 130
Bank D e b its * / * * .............................................. Aug. 150 154 150 134

MISSISSIPPI

INCOME AND SPENDING
Personal Income, (Mil. $, Annual Rate)*** July 3,700 3,660 3,747 3,386
Manufacturing P a y ro lls .................................. Aug. 185 182 175 157
Farm Cash Receipts ........................................ July 145 138 118 128
Department Store S a le s * / * * ....................... Aug. 115 107 99 110

PRODUCTION AND EMPLOYMENT
Nonfarm Employment........................................ Aug. 126 126 125 121

Manufacturing.............................................. Aug. 135 134 134 125
Nonmanufacturing........................................ Aug. 123 122 122 120

Construction.............................................. Aug. 122 124 124 122
Farm Employment.............................................. Aug. 57 70 83 67
Insured Unemployment, (Percentof Cov. Emp.) Aug. 2.2 2.4 2.4 3.4
Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . Aug. 41.3 41.0 40.4 40.3

FINANCE AND BANKING
Member Bank L o a n s ........................................ Aug. 221 220 217 199
Member Bank D e p o sits .................................. Aug. 173 169 168 160
Bank D e b its * / * * .............................................. Aug. 178 164 161 164

TENNESSEE

INCOME AND SPENDING
Personal Income, (Mil. $, Annual Rate)*** July 7,709 7,532 7,512 7,124
Manufacturing P a y ro lls .................................. Aug. 166 161 158 149
Farm Cash R e c e ip ts ........................................ July 119 127 107 110
Department Store S a le s * / * * ....................... Aug. 129 123 120 124

PRODUCTION AND EMPLOYMENT
Nonfarm Employment........................................ Aug. 124 124 122 118

Manufacturing.............................................. Aug. 128 128 125 121
Nonmanufacturing........................................ Aug. 123 122 120 117

Construction ............................................. Aug. 135 137 137 130
Farm Employment.............................................. Aug. 74 77 79 83
Insured Unemployment, (Percent of Cov. Emp.) Aug. 2.4 2.5 2.5 3.3
Avg. Weekly Hrs. in Mfg., (Hrs.) . . . . Aug. 41.5 40.4 41.4 40.8

FINANCE AND BANKING
Member Bank L o a n s ........................................ Aug. 204 203 203 184
Member Bank D e p o s its .................................. Aug. 161 158 164 149
Bank D e b its * / * * .............................................. Aug. 177 178 168 161

*For Sixth District area only. Other totals for entire six states. **Daily average basis. * * * Figures for personal inccme reflect revision of current monthly estimates to 1964 U. S.
Department of Commerce benchmarks. r Revised. p Preliminary.
Sources: Personal income estimated by this Bank; nonfarm, mfg. and nonmfg. emp., mfg. payrolls and hours, and unemp., U. S. Dept, of Labor and cooperating state agencies; cottcn
consumption, U. S. Bureau of Census; construction contracts, F. W. Dodge Corp.; petrol, prod., U. S. Bureau of Mines; industrial use of elec. power, Fed. Power Comm; farm cash
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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D I S T R I C T  B U S I N E S S  C O N D I T I O N S

I ............ " " I ...........-Billions of Dollars 
Annual Rat* M

C o t to n  C o n s u m p t i o n

6-mo. moving av«rag«

- P E R C E N T  O F  R E Q U IR E D  R E S E R V E S  

B o r r o w i n g s  f ro m  F. R. B a n k s

. s i ^ r r r r , , . t t t t t  . i , . , ,  , , ,  i7?,°,, l
1 9 6 3  1 9 6 4  1 9 6 5

*Seas. adj. figure; not an index.

o s t  e c o n o m ic  m e a s u r e s  for th e  D istr ic t sh o w  c o n tin u in g  grow th . 
P erso n a l in c o m e , b o ls te r e d  by an e s t im a te d  $ 9 0  m illio n  in re tro a ctiv e  
s o c ia l  s e c u r ity  b e n e f its , a p p a ren tly  ro se  in S e p te m b e r , fo llo w in g  in c r e a s e s  
in July and  A u g u st. S c a tte r e d  d a ta , h o w ev er , in d ic a te  reta il s a le s  s l ip p e d  in 
A u gu st from  th e  July h ig h . E m p lo y m en t g a in s  c o n tin u e d  in A u g u st a lth o u g h  
a t a s lo w e r  p a c e  th a n  in Ju ly . In th e  farm  e c o n o m y , g e n e r a lly  g o o d  p ro d u c 
tion  and  p r ice  tr e n d s  p rev a iled .

T he rapid p ace o f D istr ic t ban k  le n d in g  has b een  an ou tstanding feature o f  
the reg ion ’s econ om ic  exp an sion  this year. A lth ou gh  bank  lend ing expand ed  
strongly in A ugust, reports from  banks in lead ing  cities ind icate the Septem ber  
loan  increase w as sm aller than last year’s. Is this s low d ow n  in  loan  exp ansion  
at leading city banks an ind ication  o f a chan ge in  trend or m erely  a tem porary  
fluctuation?

Figures for all D istrict m em ber banks sh ow  that the rate o f exp an sion  o f  
loans for the first eight m onths o f 1965  exceed s even  the h igh  rate o f exp an sion  
that has prevailed  since the beginning o f the current b u siness upturn in  early
1961 . A lth ou gh  Septem ber loan s m ight have b een  exp ected  to  be relatively  
undram atic after the unusually  strong grow th in  A u gu st, their perform ance gives  
reason  to w onder w hether the D istr ict’s rate o f loan  exp an sion  is m oderating.

D istrict banks have evidently  exp erienced  the sam e heavy  dem and for  
business loans as banks throughout the country; w eek ly  reporting m em ber banks  
record business loan  increases m ore than tw ice as large this year as last year. 
Since July, how ever, the rate o f exp an sion  has fa llen  b elow  that o f previous  
years. T h e low er rate o f exp an sion  in Septem ber reflected  m ain ly  a sharp 
reduction  in borrow ing by transportation , com m u n ication s, and other public  
utilities, w h ich  are seek in g  longer-term  financing. H ow ever, retail, construction , 
and textile  loans recorded gains that w ere con siderab ly  h igher than is usual for  
Septem ber. R ep lies o f seven  large D istrict banks to  a questionnaire on  their Sep
tem ber loan  practices ind icated  generally  that business loan  dem ands w ere  
stronger in Septem ber than in  June, w h ich  a llow ed  them  to  take a firmer stand  
on  the term s and con d ition s o f these loans.

C onsum er loans, w hich  m ake up a third o f all loan s, advan ced  on ly  m oder
ately in Septem ber after a strong spurt in  A ugust. T h ese  loan s have been  
sluggish  all year in com parison  w ith  the exp an sion  in other loan  types, so  the  
slow  grow th in Septem ber represented  a return to  the prev ious pattern.

R ea l estate loans have been  the fastest grow ing m ajor ca tegory  o f loan s this 
year. H ow ever, since July, they  h ave slow ed  con siderab ly , and the Septem ber  
gain w as w ell b elow  that o f previous years.

L oans to nonb ank  financial institu tions provided  a sizab le portion  o f the  
Septem ber loan  increase. F rom  July through Septem ber, gains w ere n o t as far 
above those for previous years as they  had b een  in  the first h a lf o f  the year, in 
dicating that the dem and for funds by th ese com p an ies in  the latter part o f 1965  
m ay be m ore in line w ith  that o f past years.

A d d ition a l prob lem s in m aintain ing the loan  exp an sion  m ay co m e from  the  
inab ility  o f som e banks to acquire additional funds to  lend . T im e d ep osit grow th  
at D istrict banks slow ed  in  July and A u gu st and d ropped  drastically  in  Septem 
ber. T he loss o f negotiab le  certificates o f  deposit, w h ich  affected  the Septem ber  
figures, m ay not be as large throughout the rest o f the year, but on  the basis o f  
recent trends tim e d eposit increases w ill fall short o f th ose  for the first half o f
19 6 5 . D istrict banks reduced investm ents in  A u gu st and Septem ber, so  further 
reductions w ill likely  be m oderate. T hen , too , excess  reserves have b een  sm all 
during m ost o f the year, leav ing  little room  to  sq ueeze out m ore funds.
N o t e : D a ta  on  which statements are based have been adjusted whenever possib le to elim inate seasonal
influences.
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