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A New Measure of Industrial Activity:
District Manufacturing Production Index

A new monthly measure of Sixth District manu-
facturing production has been developed by the
Federal Reserve Bank of Atlanta. This measure
of physical production, designated as the “Dis-
trict Manufacturing Production Index,” provides
an up-to-date monthly output change in the
region’s major manufacturing industries.

The Production Index and Its Uses

To remove the effects of price changes over a
period of time, output has been estimated in con-
stant dollars. Output, for 18 of 21 two-digit SIC
(standard industrial classification) industries, is
calculated from two factor input variables—man-
hours employed and kilowatt hours (KWH) of
electric power consumed. These estimates and
those for three major industrial groups (durables,
nondurables, and total manufacturing), are in-
dexed in relation to their 1957-59 averages and
are adjusted to remove the effects of seasonal
movements.

The new District manufacturing production
index satisfies an important need. By providing a
reasonably reliable and up-to-date account of the
region’s manufacturing activity, the new data add
another dimension to the study of one of the re-
gional economy’s most dynamic sectors. At the
national level, the industrial production index,
which is compiled and published by the Board of

Monthly Review, Vol. LV, No. 6. Free subscription
and additional copies available upon request to the
Research Department, Federal Reserve Bank of
Atlanta, Altanta, Georgia 30303.
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Governors of the Federal Reserve System, pro-
vides comprehensive, monthly production data on
a current basis. However, up until now, there
were no comparable data at the Sixth District
level. Although U. S. Census publications, such as
Census of Manufactures and Annual Survey of
Manufactures, do provide various empirical
statistics that pertain to local manufacturing pro-
duction, their usefulness in current analysis is
very limited. They are published with about a
two-year lag and contain only yearly gross sta-
tistics. Monthly data for manufacturing employ-
ment, which are regularly available on a fairly
current basis, do reveal something about regional
manufacturing activity. However, because of a
generally rising trend in labor productivity and
because of certain statistical limitations, to be
discussed later, regional analysts regard the em-
ployment data per se as relatively poor substitute
measures for current manufacturing production.

Aside from its usefulness for current analysis,
the new District production index provides a
historical perspective for analyzing and compar-
ing interindustry as well as interregional manu-
facturing activity over a period of time. Used in
this way, it can shed light on various forces af-
fecting regional growth and cyclical behavior.
Furthermore, in their decision making, businesses
and government agencies will have their needs
for regional production data filled by the new
data—at least partially. It is often crucial for
planners to know something about concurrent
changes in productivity factors of individual in-
dustries and in their physical output. Changes in
these key variables often help point out certain
important changes occurring in production ef-
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ficiency or in the relative structure of regional
industries. For instance, a growing number of
manufacturers continuously study their produc-
tion efficiency for the purposes of cost control
and other corporate planning. The new District
indexes will facilitate the analytical work needed
for this type of study. It should be emphasized
that these and related studies have often been
hampered by the lack of meaningful regional pro-
duction data. In this respect, the new District
index is a modest step forward in the improve-
ment of regional analysis.

Methodological Orientation

It should be pointed out that it is not economi-
cally feasible to derive a production index from
actual production figures. First, it is doubtful
whether all manufacturing firms maintain reli-
able monthly output data. Secondly, even if they
did, there still would be formidable problems
associated with meaningfully aggregating numer-
ous and heterogeneous data.

Consequently, the development of the District
production index had to rely on some form of
observable input-output relationship. In estimat-
ing the new District index, the previously men-
tioned two input variables-—man-hours employed
and KWH consumed—were used. The underly-
ing assumption is that the rate of change in
physical output is functionally related to the
rate of change in these two input factors. Man-
hour and KWH data are generally available
monthly at the state level for two-digit SIC in-
dustries on a relatively current basis.

The new District index, like the U. S. index,
is designed on the basis of the “value added”
concept. Value added by manufactures, as de-
fined by the U. S. Bureau of Census, “is derived
by subtracting the total cost of materials from
the value of shipment and other receipts and ad-
justing the resulting amount by the net change in
finished products and work-in-process inventories
between the beginning and end of the year.” As
such, value added data are generally considered
the most practical measure of net output
produced by individual industries. When value
added data of the District’s individual industries
are aggregated for the entire region, they reflect
an approximation of the gross net products origi-
nating in the region’s manufactures.

Since value added data are not available for
the most recent years, current output estimates
are partly based on extrapolating the productivity
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of the two input factors. Monthly output figures
are then carried forward until Census data be-
come available, at which time the output figures
are adjusted to the new bench mark data. The
concepts and methods used in the District pro-
duction index are similar to those in the U. S.
production index. However, actual physical out-
put data, which account for nearly one-half of
the weight of the national index, are not in-
corporated in the District index.

Man-hour and KWH Data as Output Proxy
Measures

The use of the two input factors of production—
man-hours and KWH data—as estimating vari-
ables for industrial output is based on conceptual
and practical considerations. In general, changes
in physical output are the results of changes in
the quantity and quality of input factors as well
as changes in technology used in production.
While it is very difficult to isolate empirically
these two “effects,” a combination of two input
variables in the same equation would reflect in-
teraction effects that could not have been taken
into account if only one variable had been used.

This point is particularly important, since,
in the long run, the ratio between inputs of labor
and KWH changes because of changes in tech-
nology and worker efficiency. For instance, in
many industries a rise in man-hour productivity
was accompanied by a decline in KWH pro-
ductivity. This means that the relative impor-
tance of individual input factors changes over
time as a result of one factor substituting for an-
other. To make the new District index more
reflective of these changes in the relative im-
portance of individual input factors, we made
production estimates separately, using man-hour
data and KWH data independently. Then, we
combined the two output estimates in weighted
form to derive the industry index.’

Using these two inputs in this fashion has still
another advantage; namely, it increases the
sensitivity of the index to actual changes in pro-
duction. Because employers are often unable to
adjust their labor requirements to the exact pro-
duction schedule, man-hour data often conceal
changes in actual demands for labor during some

1T.he weights used were derived from labor and capital coeffi-
cients of the production function.
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phases of the business cycle, especially when
business activity starts downward. The inflexi-
bility of man-hour data is further caused by
their being collected only in a single survey week,
which always includes the 12th day of the month.
These
services) are really man-hours paid for by em-

figures (collected by state employment
ployees rather than the actual hours of produc-
tion workers. And for certain processing in-
dustries in which production methods are highly
mechanized and automated (e.g. a number of
chemicals), man-hour data are especially poor

indicators of physical output.

KW H data that are collected by this Bank
from major utilities in the District do not have
these same drawbacks. They cover the total elec-
tric energy consumed by an industry during an
entire month. As such, they closely approximate
the amount of electric energy used for the firms’
actual production. However, KW H data also have
certain imperfections. Because utilities campanies
use cycle-billing methods, the reported monthly
KW H data do not necessarily coincide with the
actual month in which the energy was consumed.
Moreover, electric power use has strong season-
ality, which is related to heating and cooling re-
quirements during different times of the year. To
overcome these data problems, we first applied a
moving average method and seasonal adjustments
to output estimates derived from KWH data.
Only then, did we combine the estimates with
those derived from man-hour data.

After production indexes were computed for
the region’s individual industries, two indirect
tests were performed to assess the empirical
validity of the indexes on a monthly basis.2
Both tests indicated that the production indexes,
as individual components and as aggregate series,
are reasonably reliable measures of monthly
changes in the output of the region’s individual

industries.
Seasonal Pattern of District Production

Periodic fluctuations brought on by seasonal fac-
tors (such as the harvest rhythms of crops which
affect the food processing industry) affect produc-
tion in many industries. Figure | shows seasonal
patterns of durable and nondurable goods indus-
tries in 1961 and 1969. These patterns represent
aggregates of seasonal movements in individual

Figure |

SEASONAL PATTERNS IN
DISTRICT MANUFACTURING PRODUCTION
Parcint of Ann. Avg.

Nondurables

Durables

|
Jan. June Dec.

component industries; as such, they conceal some
diverse seasonal movements. However, they re-
veal a certain persistence of seasonal swings
which can be defined and generalized.
Seasonality of both durable and nondurable
goods output has not changed significantly be-
tween 1961 and 1969. In a typical year, nondur-
able goods output starts declining from January
until midspring when a low point for the year is
reached. At this point, nondurable goods output s
about 96.0 percent of its annual level. From mid-
spring, output begins to rise— reaching a seasonal
peak in late fall. Nondurable goods industries
are then operating at about 103 percent of their
annual average. This seasonal swing mirrors
similar movements in the components; namely,
the series for food, tobacco, apparel, printing and

publishing, and leather.

Seasonal patterns for durables vary significant-
ly from nondurables. Durable goods production
remains low through the winter, begins expand-
ing from early spring until late summer, then
begins tapering off in* August. When durable
goods production reaches a seasonal peak, it is

:The first test relied on a detailed graphic analysis of individual index series; the other test relied on a statistical test designed
to measure the empirical relevance of District production indexes against employment and production data.
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about 102 percent of its annual average. At sea-
sonal low points, however, durable production is
between 97 and 98 percent. Important component
industries such as transportation equipment, pri-
mary metals, and machinery are largely respon-
sible for these seasonal swings.

Rapid Expansion in District Manufacturing
Output

District
recent years have in-

Various changes that occurred in

manufacturing during
fluenced the new production indexes, shown in
Figure Il. The District manufacturing production
index more than doubled from 1960 to 1969,
whereas the U. S. index increased only 61
percent. This difference is not surprising when
the District’s faster rate of growth in manufactur-
ing employment is considered. It increased 44
percent between 1960 and 1969, whereas U. S.
manufacturing employment gained only 20 per-
cent. Accordingly, the District’s share of total
U. S. manufacturing employment rose from 8.1

percent in 1960 to 9.7 percent in 1969.

Structural Change in District Manufacturing

Rapid growth in District manufacturing output
reflects expansion in total production as well as
structural change, which brought a broader in-
dustrial base. Largely responsible for the fast
growth in District total output was the rapid
expansion in durable manufacturing. Output for
durables increased 155 percent during the 1960’s,
while nondurable goods output grew only 72 per-
cent. Phenomenal growth in primary metals,
electrical and nonelectrical machinery, and trans-
portation responsible.
Durable manufacturing employment also in-

creased rapidly. Between 1960 and 1969, durable

equipment was largely

goods employment increased 63 percent in the
District, but only 26 percent in the U. S. This
raised the District’s share of the U. S. total
from 5.7 percent to 7.4 percent. Consequently,
nondurable goods manufacturing activity no
longer dominates the industrial base as much as
it has in the past. District employment in non-
durables dropped from 60 percent in 1960 to 55

percent in 1969.

Behavior of Selected Industry Output

District production indexes of selected industries
are shown in Figure Ill. On balance, year-to-year
movements almost paralleled those of the cor-
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responding U. S. industries. However, changes
from month-to-month and during the cycle varied
considerably from industry to industry. For in-
stance, output in District textiles and primary
metals moved up and down— generally with U. S.
counterparts, whereas significant month-to-month
changes were apparent when the District’s chem i-
cal industry was compared with the nation’s. E x-

cept for brief declines in late 1960, the first half
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Figure |11
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of 1967, and mid-1969, textile output in the D is-
trict and U. S. showed continuous growth.

Paper output in the District and U. S. also
paralleled each other, except in 1963, when D is-
trict output declined considerably. After 1963,
the latter began to outpace the U. S. until mid-
1966. U. S. paper production grew sharply during
1968 but slowed down in 1969 while District
production again picked up momentum.

Short-run directional movements in District
chemical production have consistently rim coun-
ter to those of the U. S., but long-term move-
ments have usually paralleled the U. S. In some
months during 1960, 1961, 1962, and 1964, how-
ever, the District’s chemical output declined,
whereas U. S. chemical production did not.
Seasonal and cyclical swings that are unique to
the District’s chemical industry do not seem to
be the main reason for these divergences. Instead,
diverse cyclical patterns in different regions tend
to counterbalance each other at the national
level so that movement of the national series
showed less month-to-month variations.

As expected, the District’s durable goods in-
dustries were highly susceptible to cyclical
fluctuations of their national counterpart. Out-
put of the District’s primary metals industry, in
particular, followed fairly closely the wide cyclical
peaks and troughs of U. S. primary metals but
with somewhat less erratic swings in overall
movements. If taken as groups, nondurables and
durables were less affected during the 1960-61
business recession in the District than in the
United States. District output of nondurables,
such as textile, paper, and chemicals, experienced
only mild setbacks.

C. S.Pyun
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industries.

Technical Note Available

Copies of the District Manufacturing Production Index:
Technical Note and Statistical Supplement are available
upon request at the Research Department, Federal Reserve
Bank of Atlanta, Federal Reserve Station, Atlanta, Georgia
30303. This supplement gives a detailed discussion of the
methods used in computing the production index. It also con-
tains monthly production indexes for the District’s individual

Bank Announcements

On May 1, The Lawrence County Bank, Lawrenceburg,
Tennessee, a newly organized member bank, opened
for business and began to remit at par for checks
drawn on it when received from the Federal Reserve
Bank. Officers are J. E. Jackson, chairman of the
board; W. A. Harwell, vice chairman; M. H. Weathers,
Jr., president; M. J. Riddle, executive vice president;
Carson Johnston, cashier; and Mrs. Zona Edwards,
assistant vice president. Capital is $250,000; surplus
and other capital funds, $500,000.

The First Bank of Clayton County, Morrow, Georgia,
a newly organized nonmember bank, opened for busi-
ness on May 4. Officers are D. Hugh Dickson, president;
and James W. Coody, executive vice president. Capital
is $375,000; surplus and other capital funds, $375,000.

Another newly organized nonmember bank, Peoples
State Bank of New Port Richey, New Port Richey,
Florida, opened for business on May 6. Officers are

G. M. Ross, Sr., chairman; Robert Eugene Prentice,
president; and Robert S. White, cashier. Capital is
$316,000; surplus and other capital funds $284,400.

On May 14, First Bank of Marco Island, Marco
Island, Florida, opened for business as a newly
organized nonmember bank. Officers are R. F. Mackle,
chairman of the board; A. W. Roepstorff, president;
Neil E. Bahr, vice president; and John Mudd, cashier.
Capital is $490,000; surplus and other capital funds,
$210,000.

On May 18, Central Park First National Bank,
Orlando, Florida, opened for business as a newly
organized member bank. Officers are MacDonell Tyre,
president; Thomas W. Long, executive vice president;
and Faye C. Gaines, vice president and cashier. Capital
is $200,000; surplus and other capital funds,
$300,000.

JUNE 1870
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Term Lending: A Lagging
Respondent to
Monetary Restraint

During a period of monetary restraint, banks
must make adjustments for rising credit demands
and for reduced deposit inflows or deposit losses.
The form these adjustments take will be in-
fluenced by past experience in credit restraint
periods and by bank practices.

In a monetary restraint period, bankers tend to
reduce new loan commitments and begin to ra-
tion what credit they do extend. Bank lending
terms are tightened; interest charges are in-
creased; and more emphasis is placed on enforc-
ing compensating balance requirements. The
type of loan, the use of the proceeds, and the cus-
tomer’s relationship with the bank become more
important factors to be considered in balancing
loan requests with the supply of funds available
for lending. For example, the cost of funds to
the bank must be weighed against the customer’s
long-range value to the bank. In addition, bank-
ers may become increasingly reluctant to extend
credit for long periods so as not to tie up loanable
funds with relatively few loan customers.

But all these adjustments do not take place
immediately—a considerable period of time may
be involved. Many of the larger banks make sub-
stantial commitments to lend funds which may
be used by the customer when needed at a future
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date. As a result, a large volume of credit will
continue to be extended based upon previous
agreements. In effect, these commitments isolate
some portions of bank lending from the influence
of a restrictive monetary policy. To illustrate:
Monetary policy moved toward restraint in late
1968. However, a substantial lag occurred be-
tween the time monetary policy became restrictive
and the time banks came under enough pressure
to cut back on new loan commitments. A lag also
occurred between the time borrowers used up
these commitments and the time bank lending
began to decline. This is also the pattern that de-
veloped with the volume of term business loans
(loans with an original maturity of more than
one year)’ extended at some of the larger com-
mercial banks in the Sixth Federal Reserve Dis-
trict.

Term loans continued to expand strongly
throughout 1969, but some slowdown was evident

ITerm loans also include all outstanding business loans

granted under a formal agreement (revolving credit or
standby) on which the original maturity of the commitment
was in excess of one year. Not included are loans payable
on demand, cven though they have not been called on over
a year, or loans that have been periodically rencwed for
periods of less than a year but have run for longer than a
year.

MONTHLY REVIEW

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



during the first quarter of 1970, according to
monthly reports from twenty-three of the larger
District banks.2 At the end of 1969, these banks
alone accounted for half of total commercial
and industrial loans at Sixth District mem-
ber banks and for more than half of the term
loans. At least 50 percent of the commercial and
industrial loans are included from each state,
except Florida. Term loans make up 30 percent
of the business loans at these twenty-three banks.

1969 Marked by Strong Expansion

For the District as a whole, term loans rose $124
million during the year that ended December
31, 1969, bringing the total to $774 million. This
19-percent increase is especially noteworthy,
since it followed a 15-percent increase in 1968
and contrasts with the reduction in the rate of

increase noted for large banks nationally.

Term loans for the region have accounted for
slightly more than 50 percent of the aggregate in-
crease in business loans during the last two years,
although this lending makes up a much smaller
proportion of the business loan total. M ost of this
surge in term lending came from banks in Geor-
gia and Florida— states with banks that are ac-
tive in term lending.

Intermediate- and long-term lending provided
a major source of bank financing for business
firms in 1969. Term lending continued to expand

2This group of banks includes all District banks that had
$40 million outstanding in commercial and industrial loans
at the inception of this series in 1967.
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throughout the year, whereas short-term lending
declined. The expansion in longer-term credit
during late 1969 was enough to offset the 4-per-
cent decline in short-term business loans. Only
a small portion of this short-term lending appears
to have been converted into longer-term bank
financing.

The increase in term loans during 1969 was
concentrated in durable and nondurable goods
manufacturing, the transportation sector,3 and
wholesale and retail trade. This is not out of line
with what we might expect, since the demands
for intermediate- and long-term credit, needed
in part to finance new plant and equipment and
net additions to working capital, continued at a
high level. The spending pace of businesses in
the Southeast has been expanding rapidly, with
needs for longer-term financing geared to the
long-run growth in that part of the country.
Accordingly, these capital spending plans are
especially slow to respond to credit restraint.
Generally, companies that provide transporta-
tion, electric power, and natural gas fit into this
category. Term lending to these firms showed
no letup in 1969.

Despite expansion in most categories of term
lending, there were weaknesses in some that
reflected a slowdown in activity. The construc-
tion industry exhibited declines in employment
and in building activity, while the service in-
dustries4 were less expansive than in 1968. Cor-
respondingly, there was an almost complete lack
of growth in construction term loans. In Florida
and Georgia, the two states that accounted for
most of the growth in loans to the service in-
dustries, the increase last year was only 40 per-
cent of the 1968 advance. In Florida, loans to the
service industries make up nearly 30 percent of
the term loan total— twice the proportion of the
District average.

Even though there has been some shifting in
the term-loan categories that have made up the
expansion in 1969, the structure of the District’s
term loan totals has basically been left un-
changed. Loans to firms providing transportation
account for 20 percent of total term loans and

3This sector includes: railroads, airlines, buslines, motor
freight carriers, and water transportation.

4Includes such nonbusiness services as: lodging, amusement,
recreation, medical, legal, and educational services.
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CHANGES IN TERM LOAN CATEGORIES

Million $
~HA40
1968
1969
/ =20
Durable Nondurabla Mining Wholesale 8i Transportation, Construction Services
Goods Mfg. Goods Mfg. Retail Trade Comm. & P.U.

are the largest term-loan category. These loans
are important in all District states. Term loans
for durable and nondurable goods manufacturing
combined make up over one-fourth of all term
loans. Durable goods loans comprise about 28
percent of Alabama’s term loans, whereas non-
durable goods loans are the most important cate-
gory in Tennessee. W hile crude petroleum and
natural gas exploration (mining) involves only
5 percent of District term loans, this category
is relatively more important to southern Louisi-
ana banks. All of last year’s net growth in this
field can be attributed to banks in southern
Louisiana and M ississippi.

Term lending during the last several years has
been most heavily concentrated during the period
from August to January. In the case of businesses
directly serving the public— the trade and service
industries, with the latter heavily influenced by
lending in Florida— seasonality plays a part.
W hy there is a strong demand for term loans in
some of the other categories during that time of
year is less apparent. It may, however, represent
a tendency by individual businesses to consoli-
date and convert short-term bank and trade credit
into long-term bank borrowing prior to the end
of the calendar or fiscal year.

Banks Adjust to Loan Requests

In spite of the large term loan expansion last
year, banks, in general, had difficulty in meeting
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credit demands. Losing deposits at an accelerated
rate, many of the larger banks began to rely
more heavily on expensive borrowed funds and
on sales from their investment portfolios. Faced
with these restraining conditions, loan commit-
ments were cut back, especially for new bor-
rowers and those outside the normal trade area.
Even many firmly-established customers found
new commitments reduced below their requests
and the payoff period accelerated.

Meanwhile, banks were either bound by pre-
vious commitments or felt they had to honor
requests for loans from long-standing (and many
times, large national) customers who had seldom
requested access to a line of credit before. This
helps explain the accelerated growth of District
term loans and the slight slowdown of such lend-
ing in the nation as a whole.

To the bank involved, such an increase in term
lending has an additional drawback. W hen funds
are tied up for an average of from five to seven
years, term lending adds to a bank’s liquidity
problems during a tight money period. Banks,
however, do have some incentives in term lending
beyond that of establishing a closer relationship
with business customers. To compensate for re-
duced liquidity and greater lending risks of long-
term loans, a particular borrower is generally
charged more for term loans than short-term busi-
ness loans. Even term loans made prior to the
current time have not escaped high interest rates
charged on current loans. In many cases, the
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though the data in most cases are not strictly
COMPOSITION OF TERM LOANS
comparable, the general movement is clear—
Duede larger District banks have made great strides in
Goos Mg g 9
109% approaching the proportion of term lending ex-
hibited by major banks in other areas. Accord-
ing to a survey taken in the spring of 1939, only
5 percent of District weekly reporting banks had
business loans with maturities of one year or
more, whereas banks nationally averaged 25
percent. The New York City banks averaged 39

=g percent.

Since then, the proportion of term loans in the
Trargporation District has climbed from 14 percent in 1946
:nzznlggp.u to 22 percent in 1957 to 26 percent in 1967. At
the end of December 1969, 30 percent of the
e =t A . P N
0% District’s business loans had original maturities
of one year or more, but this percentage still
trailed large banks in the New York and Chicago
Federal Reserve Districts, which average over

) ) 50 percent in term loans.
Note: Due to rounding, figures do not add to 100.0%

W ith this upward trend in making more term
loans, the stronger showing last year by District

charge on the unpaid loan balance is pegged to banks over those nationally is not surprising.

the level of the current prime rate. Some term Part of the District’s gains in term lending may

loans have provisions (through an “equity have come at the expense of larger banks else-

kicker”) allowing the bank to share in the future where that were under greater pressure to restrict

profits of the borrower— although this practice lending. This in itself could have caused some

apparently is not widespread. national firms to switch their borrowing to Dis-
trict banks.

Faster Growth Spans Three Decades

For a long time, the proportion of term loans in
the business loan total has been increasing. Al- John M. Godfrey
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SIXTH DISTRICT BANKING STATISTICS

rii imm * DEPOSITS *
- 220 Net Demand - 97
- 218 -93
ri
! N
—132 )
Time - 55
- 12.8
- 51
- 124 ro
rj
Savings - 45
Investments ** - 70 g
- 41
- 6.6
i ~ 62 i
1969 1970 1969 1970
*Daily average figures. **Figures are for the last Wednesday of each month.
Note: All figures are seasonally adjusted and cover all member banks.
TOTAL DEPOSITS
SIXTH DISTRICT MEMBER BANKS
1957-59=100
FLORIDA
LOUISIANA' - 200
- 260
- 1680
u
ALABAMA
- 220 MISSISSIPPI - 260
GEORGIA - 250 - 220
- 210 - 180
1969 1970 1969 1970
*Sixth District portion only
Note: Figures shown are seasonally adjusted indexes and are for the last Wednesday of each month.
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After many months of deposit outflows—or at
best, hesitant growth-—Sixth District member
banks as a group experienced moderate growth
in total deposits (seasonally adjusted) during
March and April of 1970. The advance since
February totaled 2.8 percent. Though small, the
previous runoff during much of last year lasted
for such a long period of time that the peak
reached in June 1969 was not exceeded again
until April 1970. However, what has been true
of District banks collectively has not held for
each state or for banks individually. At the end
of April, nearly one-fifth of all District member
banks reported deposit totals below those of a
year ago. For the most part, those banks with
lower deposit totals were located in the larger
cities of Florida and Georgia.

Demand deposits (net of interbank deposits)
have risen nearly 2.5 percent since February.
The strong advance of these deposits in March
and April more than offset mild declines in the
first two months of the year combined.

A major source of deposit growth came
from inflows of total time and savings deposits
that have occurred after the Board of Governors
in January allowed banks to pay more competi-
tive rates on such deposits. The gain in savings
deposits has not been large, but at least the
previous trend of savings outflows has now been
reversed.

Time deposits (excluding savings) rose about
5 percent from February through April, making
it the largest upward surge of all types of de-
posits. Although the larger banks have been
especially successful in attracting time deposits
in denominations of $100,000 and over, they have
registered declines in the smaller denomination
“consumer-type” time deposits.

In the three months since the new regulations
have been in effect, there has been a net increase
of $128 million in large-denomination, negotiable
time certificates of deposit. This amounted
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to an increase of more than 30 percent. At the
same time, banks considerably lengthened the
maturity of these “money market” instruments.
Of the $200 million in new and maturing CD’s
issued in April, the average maturity was six
months, with a sizable portion being written for
a year or more. As a result, the average maturity
of all CD’s at the end of April increased to slight-
ly more than five months, compared with an
average of three and a half months’ maturity in
January. The major purchasers of CD’s were
states and political subdivisions—not private
business firms or individuals. States and munici-
palities accounted for nearly two-thirds of the
CD purchases in recent months, thus giving the
banks holding government time deposits the ad-
vantage of relatively greater deposit stability.
Unlike business firms and individuals last year,
state and local governments generally did not
withdraw their CD’s from the banks in order to
reinvest their money in higher-yielding short-
term financial instruments.

While large commercial banks have recently
experienced inflows of large-denomination time
deposits, smaller banks have boosted their “con-
sumer-type” time deposits by more than 15 per-
cent. Those banks that offered the new, longer-
maturity certificates of deposit with increased in-
terest rates quite noticeably attracted deposits.
More than half of these consumer-held certificates
outstanding at the end of April had an original
maturity of at least one year, and one-fifth of
the total volume outstanding had maturities of
two or more years. Apparently, savers are willing
to commit funds to banks for longer periods of
time if given the added incentive of a higher rate
of return on their savings. For District banks
collectively, this means that after a long period
of deposit outflows, deposit totals have again
increased.

JouN M. GObFREY
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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

1970 Ago Ago Ago 1970 Ago Ago Ago
SIXTH DISTRICT FLORIDA
INCOME

INCOME AND SPENDING

. Manufacturing Payrolls - Apr. 345 340 344 314
Manufacturing Payrolls . . . . . . . Apr. 250 252 252 240 A
Farm Cash Recexpts Tl TMar 180 180 175 }sg Farm Cash Receipts . Mar. 125 189 172 175

Crops . . . . e .. o Mar 129 177 153

ok | ©iMar. 201 189 203 170 EMPLOYMENT
Instalment Credlt at Banks' (le $) Nonfarm Employmentf . . Apr, 178 177 177 170

New Loans . . . . . . Apr 359 328 311 358 Manufacturing . . Apr. 177 177 179 179

Repayments . . . . . . . . . .Apr. 317 316 276 314 Nonmanufacturing . -Apr. 178 176 177 168

Construction . Ap~. 139 139 142 118
Farm Employment . . Apr. 82 81 79 81

EMPLOYMENT AND PRODUCTION Unemployment Rate
Nonfarm Employmentt . . . . . . .Apr. 152 152 152 148 (Percent of Work Forcelt . . . . . Apr. 3.2 31 2.9 2.3

Manufacturing . . . . . . . . . Apr. 147 148 149 149 Avg. Weekly Hrs. in Mfg. (Hrs.). . . Apr. 409 41.2 40.3 415

Apparel . . . . . . . . . .. .Apr 174 174 174 174

Chemicals . oo .. JApr. 137 142 144 142 FINANCE AND BANKING

Fabricated Metals [ Y18 176 178 178 174 Member Bank Loans . . Apr. 391 391 384 358

Food . . . .. .Apr. 120 120 121 115 Member Bank Deposnts . Apr. 260 260 258 259

Lbr., Wood Prod., Furn. & Fix. . . . Apr. 107 107 109 110 Bank Debits** . . .Apr. 303 279 287 273

Paper . . P . . L Apr. 129 129 129 130

Primary Metals e e o o o . LApn 128 133 133 129

Textiles . . L. L Apr. 114 114 115 117 GEORGIA

Transportation Equnpment .. . .Apr. 198 197 200 211 INCOME
Nonmanufacturingt . . ... JApr. 154 153 154 148 .

Construction . . . . . .. . . .Apn 140 142 145 132 Manufacturing Payrolls . Apr. 258 261 258 247
Farm Employment . . . . . . . . .Apr. 54 55 56 58 Farm Cash Receipts . Mar. 188 175 201 174
Unemployment Rate

(Percent of Work Force)t . . . . . Apr. 4.3 4.0 3.8 3.6 EMPLOYMENT
Insured Unemployment Nonfarm Employmentt . Apr. 153 153 153 151

{Percent of Cov. Emp.) . . . . . Apr. 26 23 2.3 1.8 Manufacturing . . . Apr. 141 142 141 144
Avg. Weekly Hrs. in Mfg. (Hrs) . . Apr. 40.6 40.4 40.3 41.5 Nonmanufacturing . . Apr. 158 158 158 154
Construction Contracts* . . . . . . Apr. 249 204 246 193 Construction . Apr. 144 147 150 153

Residential . . L e . L Apre 262 247 246 225 Farm Employment . . Apr. 50 51 51 50

All Other . . . . . . . Apr. 238 166 246 165 Unemployment Rate
Electric Power Produchon“ . - . . Mar, 158 165 166 154 (Percent of Work Force)t . R . Apr. 3.6 3.3 35 28
Cotton Consumption** . . . . Mar. 105 103 103 110 Avg. Weekly Hrs. in Mfg. (Hrs.) . . Apr. 40.6 40.3 39.9 41.7
Petrol. Prod. in Coastal La. and Miss. "Apr 277 273 271 257
Manufacturing Production . . . . . Mar. 241 240 239 223 FINANCE AND BANKING

Nondurable Goods . . . . . . . . Mar. 206 fg? igg tg? Member Bank Loans . . . Apr. 345 3a8 347 333

Food . . .......... Mar 162 Member Bank Deposits . . Apr. 233 233 229 255
Textiles . . . . . . . ... .Mar 229 228 233 219 Bank Debits** . ) Cap 328 340 P byed
Apparel . . . . . . . . . . . Mar 257 252 254 245 .
Paper . . . . . . . . .. . .Mar. 200 203 204 186
Chemicals . . ... . .Mar. 257 258 259 251 LOUISIANA
Durable Goeds . . . . . . . . . Mar. 284 281 280 260 INCOM
Primary Metals . . < . <« . . Mar 200 201 202 173 E .
Stone, Clay and Glass . . . . . Mar. 172 176 170 168 Manufacturing Payrolls . - Apr. 198 194 199 188
Fabricated Metals . . .. . Mar. 247 246 246 234 Farm Cash Receipts - Mar. 153 196 158 180
Transportation Equipment . . . Mar. 370 353 361 33
EMPLOYMENT
Nonfarm Employmentf . Apr. 132 133 134 132
FINANCE AND BANKING Manufacturing . Apr. 122 123 124 123
Loans* Nonmanufacturing . Apr. 135 136 136 137

All Member Banks . . . . . . . .Apr 348 345 342 318 Construction - Apr. 128 132 134 130

Large Banks . . . . . . . . . .Apr. 293 287 287 274 Farm Employment . . Apr. 47 48 50 57
Deposits* Unemployment Rate Apr 6.0 5.9 55 5.4

All Member Banks . . . . . . . .Apr. 231 228 225 231 (Percent of Wark Force)t . . . .

Large Banks . . « . -« . . . .Apr 194 187 185 198 Avg. Weekly Hrs. in Mfg. (Hrs) . . Apr. 421 al1.6 41.4 41.8
Bank Debits*/** . . . . . . . . ..

2 st Apr. 290 279 260 266 FINANCE AND BANKING

Member Bank Loans* - Apr. 287 280 282 253
Member Bank Deposﬁs* . Apr. 182 179 177 178
ALABAMA Bank Debits*/** . . .Apr. 215 198 203 197
INCOME MISSISSIPPI
Manufacturing Payrolls . . . . . . . Apr, 215 217 218 205
s INCOME
Farm Cash Receipts . . . . . . . . Mar. 215 187 193 154 .
Manufacturing Payrolls. . Apr. 268 271 272 265
Farm Cash Receipts . .
EMPLOYMENT 1pf Mar. 231 189 190 179
Nonfarm Employmentt . . . . . . .Apr. 133 133 134 131 EMPLOYMENT
Manufacturing . . . . . . . . .Apr. 134 134 136 134 Nonfarm Employmentt - Apr. 152 151 152 148
Nonmanufacturing C v .« . . . Apr. 133 133 133 130 Manufacturing X . . Apr, 159 160 160 160
Construction . . . . . . . . . Apr. 123 121 123 122 Nonmanufacturing . -Apr. 149 148 148 142
Farm Employment . . . . . . . . . Apr. 53 55 56 61 Construction <Apr. 168 167 175 139
Unemployment Rate Farm Employment . . Apr. 46 49 49 48

(Percent of Work Force)t . . . . Apr. 4.7 4.3 4.0 4.0 Unemployment Rate

Avg. Weekly Hrs. in Mfg. (Hrs) . . Apr. 404 40.5 40.5 416 (Percent of Work Force)t . . . . Apr. 5.3 4.7 4.3 4.1
Avg. Weekly Hrs. in Mfg. (Hrs.) . . Apr. 398 40.0 40.1 41.1

FINANCE AND BANKING FINANCE AND BANKING
Member Bank Loans . . . . . . . . Apr. 315 311 311 279 Member Bank Loans* . . Apr. 421 422 416 386
Member Bank Deposds L. . . . . Apr. 218 216 213 216 Member Bank Deposits* . Apr. 283 275 271 264
Bank Debits** . | Co. . . . . Apr. 255 253 249 233 Bank Debits*/** | .o - Apr. 286 291 298 267
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One Two One One Two One
Latest Month  Month Months Year Latest Month  Month Months  Year
1970 Ago Ago Ago 1970 Ago Ago Ago
Nonmanufacturing . . . . . . . . Apr. 147 148 148 142
TENNESSEE Construction . . . . . ... .Apr. 158 166 170 156
Farm Employment . . . . . . . . .Apr 55 54 58 59
INCOME Unemployment Rate
Manufacturing Payrolls. . . Apr. 241 246 245 237 (Percent of Work Force)t . . . . .Apr. 4.6 4.0 3.7 3.6
Farm Cash Receipts . Mar. 147 142 121 139 Avg. Weekly Hours in Mfg. (Hrs.). . Apr. 40.2 39.8 398 41.0
FINANCE AND BANKING

EMPLOYMENT Member Bank Loans* . . . . . . . apr. 344 332 325 304
Nonfarm Employmentt . . Apr. 149 150 151 147 Member Bank Deposits* . . . . . . Apr. 219 208 203 206
Manufacturing . . Apr. 154 156 157 157 Bank Debits*/** . , . . . ., ., ., . < Apr. 320 294 273 305

*For Sixth District area only; other totals for entire six states **Daily average basis tPreliminary data r-Revised N.A. Not available

Sources: Manufacturing production estimated by this Bank; nonfarm, mfg. and nonmfg. emp., mfg. payrolls and hours, and unemp., U.S. Dept. of Labor and cooperating
state agencies; cotton consumption, U.S. Bureau of Census; construction contracts, F. W. Dodge Div., McGraw-Hill Information Systems Co.; 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.

Debits to Demand Deposit Accounts

Insured Commercial Banks in the Sixth District

(In Thousands of Dollars)

Percent Change Percent Change
’ Year Year
to to
April date March | gate
;970 4 mos. ;970 4 mos.
rom 11970 __rrom 11970
April March Aprit Mar. Apr. |from April March April Mar. Apr. |from
1970 1970 1969 1970 1969|1969 1970 1970 1969 1970 1969 1969
STANDARD METROPOLITAN Gainesville . . . . 127,554 112,840 110,966 +13 +15 +13
STATISTICAL AREAST Lakeland . . . . . 169,456 160,760 157,347 + 5 + 8 +15
Birmingham 2,004,818 2,011,147 1924845 — 0 +4 + 9 x;’""'“ County . . 1;;-35;3 ;:?‘;: gtﬁ),zg‘; : : :3’;’ :22
Gadsden 70,377 68,730 68727 +2 +2 +6 ala R g i i
Huntsvitle 218:242 219,690 210350 — 1 + 4 +13 St. Augustine . . . 25,899 24,370 28409 +6 -9 -8
Mobile 769,388 728,233 572,531 + 6 +34 +22 St. Petersburg . . . 543,287 456,551r 452,257 +19 +20 +11
Montgomery 386,660 382,874 354960 + 1 +9 + 4 Sarasota . . . . . 218,404 196,572 171,975 11 +27 +29
Tuscaloosa 127,346 127,080 117462 + 0 +8 + 6 ;a"'tl’a oo l.lsz-gig 1.1;;.475 1,027,733 i; :lg 1::
inter Haven . . . , ,029 90,498
Ft. Lauderdale—

Hollywood 1,319,193 1,144,686 1,119,215 +15 +18 +11 Athens_ ... . .. 107465 100,808 96,258 + 7 +12 + 9
Jacksonville 2,043,262 2,068,690 1,904,587 — 1 + 7 + 9 Brunswick . . . . 57,080 54,062 53,139 + 6 + 7 +12
Miami 3,911,548 3,713,421 3,631,358 + 5 + 8 +12 Dlalton ©o.o. ... 121,578 117,860 13;,382 +3 -9 -5
Orlando 892,456 822,413 765,337 + 9 +17 +15 Elberton . . . . . 18,874 18,804 17,748 + 0 + 6 +12
Pensacola 276,571 251,426 232,584 +10 +19 +12 Gainesville PN 90,915 89,282 79,606 + 2 +14 +18
Tallahassee . 191,396 202,321 172,752 — 5 +11 +17 Griffin . . . . . . 43,654 44,420 38,825 — 2 +12 +16
Tampa—St. Pete. . . 2,233,708 2,071,073r 1,982,325 + 8 +13 +16 LaGrange . . . . . 24,732 26,651 34229 -7 -28 -6
W. Palm Beach 784,739 685,654 705,692 +14 +11 +16 Newnan . . . . . 33,229 29,978 25218 +11 +32 +24

Rome . . . ... 96,972 93,118 87,896 + 4 +10 + 9
Albany 127,759 126,231 109,109 + 1 +17 +13 Valdosta . . . . . 69,263 64.268 63471 +7 +9 +9
Atlanta 7,758,093 7,964,260 7,017,050 - 3 +11 +22 ]
Augusta 327,824 316,129 322868 + 4 +2 + 8 ::"’EV':% R 11??;(1’ 13022 1;’;";2(7) - é ’:22 + g
Columbus 296,836 278,850 274398 + 6 +8 + 2 B“:_" ra 57.507 7.:3: b = :
Macon 312,854 327,206 346229 — 4 -10 +1 unkie ..o : b » -e -1 =
Savannah 350,398 349,278 347,115 + 0 + 1 + 4 ::3"":::3 BRI ::v:;‘i :f'g;; 34?;:; : g Il; i ;5
Baton Rouge 829,624 795,106 588,272 + 4 +41 +30 Plaquemine . . . . 13,174 12,787 14411 +3 -9 +1
Lafayette 188,452 167,046 163,042 +13 +16 + 8 Thibodaux . . . . 26,554 27,233 25993 — 2 +2 +1
Lake Charles 12’222 zégg'g:; z:sg???g . g . 2 N g Hattiesburg . . . . 84,429 61,406 70761 +37 +19 — 7
New Orleans 2,855, 035 109 Laurel . . . ... 47,880 50,164 45195 — 5 +6 +16
Biloxi—Gulfport 168,897 168,205 125943 + 0 +34 +32 Meridian . . . . . 79,737 78,577 85525 +1 -7 -1
Jackson 801,196 830,940 769,748 — 4 + 4 +15 Natchez PR 42,548 44,916 46245 — 5 ~ 8 —0
Pascagoula—
Chattanooga 886,117 889,246 795218 — 0 +11 +14 Moss Point . . . 88,609 93,427 80,364 — 5 +10 +11
Knoxvlile 614,065 574,375 555,525 + 7 +11 + 5 Vicksburg . . . . . 50,289 51,321 41,445 — 2 +21 +19
Nashville 2,291,952 2,015922 2,307,672 -14 — 1 -—14 Yazoo City . . . . 39,263 25,047 35891 +57 + 9 -16
Bristol . . . . .. 104,035 109,625 95094 — 5 +9 + 8
OTHER CENTERS Johnson City . . . 112,881 106,563 103,697 +6 + 9 +13
Anniston 81,461 75,178 77920 +8 +5 + 9 Kingsport . . . . . 199,836 207,156 205404 —4 — 3 — 5
Dothan 92,570 91,165 77,530 + 2 +15 +16 SIXTH DISTRICT, Total . 44,345,187 42,651,840r 40,671,590 + 4 +10 +11
Seima 50,684 51,629 49,791 — 2 +2 + 2
Bartow 37,672 36,709 40957 +3 —8 — 3 Alabamat . . . . . 5,211,054 5,106,140 4,769,251 + 2 + 9 + 9
Bradenton 117,917 103,538 103,231 +14 +14 + 6 Floridat . . . . .14,872,812 13,945656r 13,387,234 + 7 +11 +13
Brevard County 239,912 238,261 252,465 +1 — 5 -3 Georgiat . . . . .11,545742 11,626,230 10,629,419 — 1 + 9 +16
Daytona Beach 112,520 99,443 108,170 +13 + 4 + 7 Louisianat* . . . . 5,033,868 4,751,636r 4,599,087 + 6 +10 + 9
Ft. Myers— Mississippit* . . . 1,871,840 1,854,082 1,743,086 + 1 + 7 +13
N. Ft. Myers 149,951 135,261 147,176 +11 + 2 + 2 Tennesseet* . . . 5809871 536809 5543513 +8 +5 — 2
*Includes only banks in the Sixth District portion of the state tPartially estimated }Estimated r-Revised
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District Business Conditions

The slowdown in economic activity has spread to more sectors. Farming, however, is a major exception.
In April, labor conditions slackened; manufacturing employment declined; and total unemployment rose
for the third consecutive month. Consumer spending remained sluggish, and credit demands from banks
by businesses began to show signs of easing. Construction contract volume rebounded in April, since
both residential and “all other” types showed strength. The possibility of an early recovery in single-

family housing remains somewhat uncertain, however.

In most areas, farm income in April was higher
than a year ago. The District’s livestock sector
continues to show strength in spite of price de-
clines for hogs, eggs, and broilers. Increasing
output and strong cattle prices have bolstered
incomes. Lower vegetable and citrus prices have
sharply reduced Florida’s crop income, however,
and Louisiana’s crop sector is suffering from
lingering effects of last year’s drought. Dry
weather in May damaged crops in much of the

District.

An April rebound in nonresidential construction
contracts and continued strength in the residen-
tial sector reversed a two-month decline in total
contract awards. Some very large awards in
January for utilities and other type of construc-
tion produced an exceptional bulge in volume,
which was not repeated in February or March.
April’s strength indicates that what appeared to
be a slowdown in total construction has not yet
materialized. Inflows of funds to thrift institu-
tions have increased only slightly since the very
sharp decline earlier this year. This slight im-
provement does not warrant much optimism for
an early recovery of the single-family housing

market.

Based upon preliminary reports from member
banks, lending advanced only marginally in May.
Bankers at the larger banks indicate that the
demand for business credit may be subsiding,
and this letup would seem to be substantiated
by the unchanged volume of business loans in
April. April’s large inflows of demand deposits
are now ebbing; however, time and savings de-
posits continue to increase.

Consumers remained apprehensive. Auto sales
continued to trail behind their April 1969 per-
formance. However, indications are that depart-
ment store sales fared slightly better than they
did at this time last year. Total consumer credit
outstanding exhibited a slim increase.

Overall labor market conditions continued to
in April. Total
was unchanged, with a gain in nonmanufacturing

weaken nonfarm employment
roughly offsetting a decline in manufacturing.
M anufacturing employment was depressed again
by a continued employment decline in chemicals,
primary metals, and other durable goods. The
unemployment rate rose for the third consecutive
month. However, manufacturing production rose
in March.
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