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The Treasury Debt: 

Someone Else's Assets

b y  W i l l i a m  N .  C o x ,  I I I

W h e n  M a rk  Tw ain  w as asked h ow  he felt abou t b e in g  70, he said that a lthough  
he recogn ized it, he d id n 't  realize it. Perhaps w e  are prone  to recognize, 
but not realize, the m irror im age o f debt. For every borrow er, there has to  
be a co rre sp on d ing  lender. For every one  o f us w h o  pays interest on  
debt, there has to be so m eo n e  else w h o  adds that interest to his incom e.
For everyone w h o  ow es a financial liability, there has to be so m eo n e  
else w h o  ho ld s an asset.

U n ited  States Treasury debt is no exception to the rule: W h a t  is debt to 
the Treasury has to be counted  as so m eo n e  else 's asset. W h a t  is a financial 
liability to the Treasury is— to so m eo ne  else w h o  ho ld s the Treasury's debt  

o b liga tion — a financial asset, m uch like a share o f stock or a bank  accou n t or a 
corporate bond. The so -ca lled  national debt has as its necessary  
counterpart a stock o f assets ow n ed  by so m eo n e  else.

W h o  O w n s  The Treasury D e b t?

W h o se  assets? W h o  is this "so m e o n e  e lse " w h o  ow n s the Treasury debt?
In answer, w e  m ight b o rrow  a line from  the current eco log ica l debate and  
say, " W e  have m et the 'so m e o n e  else ' and he is u s." W e — the A m erican  
p ub lic— ow n  m ost o f the national debt. T o  see this, let's take a 
look  at the figures:

O n  the last day o f June 1971, the Treasury's gross p ub lic  debt am ou nted  
to $398.1 b illion .1 O f  this total, 49 percent or $197.0 b illion  w as held as 
financial assets by private investors in the A m erican  econom y. A n o th e r 43 
percent w as held w ith in  the G ove rn m e nt itself: 26 percent or $102.9 
billion  by G ove rn m e nt agencies and trust funds and another 16 percent or  
$65.5 b illion  by  the Federal Reserve System. The rem ainder rested 

in the hands o f fore ign  investors.
The lion 's share o f the total p ub lic  debt, then, is held by  private  

investors. Private ind iv idua ls held $78.1 b illion  o f this— in c lu d in g  $24.9 
billion  in the form  o f the fam iliar U. S. sav ings bond. A  few  hundred

1 Primary source for public debt data is the Treasury Bulletin. The data cited in this 
article are conveniently summarized in the Federal Reserve Bulletin, page A-42.
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The A m erican  p u b lic  ow ns a lm o st  ha lf of the  
T reasu ry  debt

State and 
Local Gov’ts. 
$21.4 Billion

Other Financial 
Institutions 
$23.8 Billion

Private 
Individuals 
$78.0 Billion

Gov’t Agencies 
and Trust Funds 

$102.9 Billion

Federal 
Reserve 
$65.5 Billion

Foreigners 
$32.7 Billion

Total: $398.1 Billion as of June 30, 1971 
Source: Treasury Bulletin

do llars stashed aw ay in Treasury securities m ay  
not seem  like m uch  to each o f us ind iv idually.
But w hen  these h o ld in gs are cum ulated  over 

m illion s o f househo lds, w e find that w e  as 
ind iv iduals ho ld  d irectly a su rprising proportion  
o f the national debt— more, in fact, than either 

the com m ercia l banks or the Federal Reserve  
System. Thus, the "so m e o n e  e lse " to w h o m  the 

Treasury ow es the national debt is us.
W e  as ind iv idua ls have an add itiona l indirect 

stake in the Treasury debt because o f ou r direct 
interests in businesses and financial institutions.
A n  ind iv idual w h o  has invested in a m utual fund  
or pension  fund, for instance, m ay not realize 
that a substantial portion  o f this investm ent 
has been reinvested in Treasury debt ob ligations. 
Nevertheless, this is u sually  the case. Likewise, 
com m ercia l banks, savings and loan associations, 
and insurance com p an ies reinvest the deposits  
and shares b e lo n g in g  to us— their custom ers— in 
Treasury securities. O n  the last day  o f June
1971, com m ercia l banks and m utual savings banks  
held $63.9 b illion  o f Treasury debt, w h ile  
insurance com p an ies and other n on b an k  financial 
institutions, together, held another $23.8 billion. 
A lth o u gh  these assets are held by the financial 
institutions them selves, w e  have an indirect 
cla im  on  them  through  ou r direct cla im s  

on these institutions.
N o nfinancia l businesses and state and local 

governm ents a lso  ow n  a sizab le share o f the 
Treasury debt— $10.1 b illion  and $21.4 billion, 
respectively— even though  neither is in business

for the sake o f investing in financial securities. 
Businesses often find that they have fun ds on  
hand for such th ings as the subsequent paym ent 
o f incom e taxes; they often invest these funds  
tem porarily  in Treasury securities, rather than  

let them  lie idle.
W h e n  a business sells corporate b o n d s to finance  

its add ition s to plant and equ ipm ent, for  
instance, it u sually  finds there is a lag betw een  

the tim e it bo rrow s the funds and the tim e  
it pays them  out. In the interim, corporate  

m oney m anagers often p lace the m oney  in 
Treasury-debt assets. State and local governm ents  

fo llo w  a sim ilar practice for abou t the sam e  
reasons. These governm ents' tax receipts and  
bo n d  sales are rarely tim ed to co inc ide  
w ith their expenditures; so  w hen  excess funds  
are tem porarily  available, they find  their 

w ay  into Treasury ob ligations.
The Treasury debt, therefore, form s a large  

liqu id  p oo l o f financial assets that serve the 

different objectives o f various investors.
R ecogn iz in g  this, the Treasury has tailored its 

issues to the investm ent needs o f the p ub lic  by  
offering de no m ination s ranging from  the 
w ell-kn ow n  $18.75 to m illions o f dollars, by  
offering maturities from  three m onths to thirty 
years, and even by offering special issues that 
can be used for paym ent o f corporate incom e  
taxes or for credit on  Federal estate taxes. W ith o u t  

the availability  o f this p oo l o f Treasury debt, 
private investors w o u ld  be m uch m ore lim ited in 

their cho ice  o f financial assets.
If private investors ow n  49 percent o f the 

financial assets represented by Treasury debt, 
w h o  ow n s the rest? A lm o st  all the rest is ow n ed  
w ith in  the G ove rn m e nt sector. G overn m ent  

agencies and trust funds ho ld  about one-fourth  
o f the total Treasury debt— $102.9 b illion  by  
m id-1971— and the Federal Reserve System  
ow n s another one-sixth— $65.5 billion. The  

fact that these assets are ow n ed  w ithin  the 
Governm ental sector itself means, in effect, that 
the G overn m ent has borrow ed  this m oney  from  
itself. A s w e  shall see in a m om ent, this is 
because the Treasury's interest paym ents on  
this portion  o f the debt are virtually nil.

G overn m ent agencies and trust funds ow n  
Treasury securities for the sam e reasons that 
businesses and state and local governm ents do :
They find they have funds on hand betw een receipt 

and payout and w ant to invest them  in 
interest-bearing securities. The Socia l Security  
Trust Fund, for instance, receives Socia l Security  
d eduction s from  ou r paychecks as revenue and then 

pays ou t benefits to elderly and d isab led  
m em bers o f ou r popu lation . S ince this Fund 
norm ally  takes in m ore than it pays out, it 
reinvests the balance in Treasury securities. 
Furthermore, this exam ple app lies generally to
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Year in and  year out, the Fed returns a lm o st  
all the interest incom e it rece ives from  the  
T reasu ry

Million $

1 9 6 6  1 9 6 7  1 9 6 8  1 9 6 9  1 9 7 0
Source: Annual Reports of the Board of Governors 

of the Federal Reserve System

the host o f G ove rn m e nt trust funds and agencies—  
w hich  together, as w e  have said, ow n  abou t  

one-fourth  o f the financial assets issued  
by the Treasury.

The Federal Reserve System, ho lder o f another 
one-sixth o f the Treasury debt, is perhaps the on ly  

ho lder that does not buy Treasury securities for  
investm ent purposes. Instead, the Fed buys 
securities as a m eans o f p ro v id in g  bank reserves 
to the econom y. Paym ents for Federal Reserve  
purchases o f Treasury securities are m ade  w ith  
checks draw n on  the Federal Reserve itself, 
w hich  eventually  are deposited  as add ition s to 
com m ercia l banks' reserve accounts w ith the 
Fed. A s the A m erican  e co n o m y  has grow n  over 

the years, its need for m oney  (deposits) has 
grow n  apace. S ince add itiona l m oney  (deposits) 
can on ly  be p rovided  w ith a com m ensurate  

expansion in bank reserves, the Federal Reserve  
System  has system atically  p rovided  the needed  
reserves to the ban k in g  system  and to the 
e con om y  by bu y ing  Treasury securities. Fed 
purchases o f Treasury securities, unlike those o f 
any other holder, are con tingen t on  the e con om y 's  
need for m oney  and bank reserves, rather 
than on  the prospects for interest and price  
appreciation  that attract other investors.

The reader w h o  has kept his pencil handy w ill 
find that all but $32.7 b illion  o f the Treasury  

debt at the end o f June 1971 has by n ow  been  
accounted  for— $365.4 b illion  o f the $398.1 
billion  outstand ing. The rem ainder is held by  
foreign  investors— som e private, som e public.
In either case, they have invested in Treasury  

securities for basically  the sam e reasons as 
private dom estic  investors: to realize incom e from  
their do lla r balances.2

The Treasury's Interest Paym ents 
A re Som e on e  Else 's In com e

W e  have seen that the Treasury's debt 
ob liga tion s constitute the investm ent assets of 
so m e b o d y  else, and w e have seen w h o  that 
so m e b o d y  else turned ou t to be. N ow , let us turn 
to a related aspect o f the tw o-sided  nature 
of Treasury debt, nam ely that Treasury interest 
paym ents constitute a source o f incom e to 
those w h o  receive them.

2One reason why the Treasury's foreign creditors are 
usually discussed separately is that, for the most 
part, foreigners are not subject to the U. S. 
Government's taxing power, which is what ultimately 
backs up the Treasury's debt obligations. Complete 
redemption of the domestically held Treasury debt 
would involve a redistribution from domestic 
taxpayers to domestic debt holders—most of 
whom are the same people.

The interest paym ents recorded on  the Treasury's 

bo oks are large. D u r in g  1970, the Treasury  

accrued interest paym ents o f $19,304 m illion.
A t the end o f that year, it w as p ay in g  interest 
at an annual rate o f $21,210 m illion, representing  

an effective interest rate o f abou t 5 1/2 percent 
on the then -ou tstand ing debt o f $389.2 billion.
This rate and these am ou nts are m uch  overstated, 
how ever, because they d o  not reflect the fact 

that the Treasury taxes the incom e  represented by 

its ow n  interest paym ents.
Private investors a lm ost invariably  realize 

this. W h e n  you  tell the ow n er o f a Treasury bo n d  

that the interest he receives on  it is part o f his 
incom e, he w ill q u ick ly  p o in t ou t that the incom e  
is taxable and that his after-tax incom e is 
sign ificantly  low er than the interest incom e. The  
exact num bers w o u ld  depend  on the tax rates 
levied against the particu lar ind iv idual or  
business or financial institution, o f course, but his 
po int w o u ld  still be accurate: A  substantial 
portion  o f the Treasury's interest paym ents to 
private investors in the A m erican  e co n o m y  are 
returned to the Treasury in the form  o f taxes on  
the incom e it constitutes. (U nder recently enacted  

legislation, som e fore ign  investors in Treasury  
securities a lso  return part o f their interest 

incom e to the Treasury.)
Let us n ow  look  at the rem ain ing interest 

incom e— that w h ich  the Treasury pays to investors 
w ithin  the Federal G overnm ent. G ove rn m e nt  

agencies and trust funds held $102.9 b illion  in 
Treasury securities by m id-1971, as w e have  
seen, and the Federal Reserve System  held
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another $65.5 billion. The Treasury pays interest 
on these securities; yet, their ho lders o b v iou sly  are 
not subject to Federal in com e  taxes. W h a t  
happens to the incom e? U n like  the private-investor 

situation  w here part o f  the interest incom e is 
returned to the Treasury, in the G overn m ent- 
investor case v irtually all the interest incom e  
is returned.

It is w id e ly  kno w n  that the Federal Reserve  
System  receives interest from  the Treasury on  its 
portfo lio  o f  securities. The interest in 1970  
am ou nted  to $3,772 m illion. W h a t  is not so  
w id e ly  recogn ized, how ever, is that the Federal 
Reserve paid  93 percent o f this incom e— $3,494 
m illio n — right back to the Treasury .3 The  

difference— $278 m illio n — w as used to defray  

operating expenses o f the Federal Reserve  
System .4 The Federal Reserve is not subject to 
Federal incom e tax, but it is subject to a special 
tax (on Federal Reserve notes), w h ich  serves as a 

legal veh ic le  for returning this incom e back  
to the Treasury. In this respect, 1970 w as a 
typical year. O u t  o f  the interest paym ents it 
receives, the Federal Reserve usually  returns w ell 
over n ine-tenths to the Treasury in the form  
o f the special tax on  Federal Reserve notes.

Finally, in the case o f  interest paym ents m ade  

to G ove rn m e n t agencies and trust funds, w e  
are left w ith  the realization that here the 
G ove rn m e n t is b o rro w in g  from  itself. O f  course, 
the Treasury pays interest to these w ith in -  

G ove rn m e nt institutions, but the receipt o f this 
sim p ly  m eans that a like am ou nt o f budgetary  

funds does not have to be raised and appropriated.

3Annual Report of the Board of Governors of the 
Federal Reserve System, 1970, Tables 7 and 8. 
Additional Federal Reserve income—about $106 
million—largely resulted from loans made to 
commercial banks and from foreign currency 
operations.

4Of this, $41 million was paid to member banks as 
a statutory 6-percent dividend on Federal Reserve 
Bank stock.

Treasury interest paym ents to the trust funds and  
agencies, therefore, represent a transfer sim ilar  

to an interdepartm ental transfer on  the b o ok s o f  
a corporation  o r  a m o n g  the m em bers o f the  
sam e household .

Summing Up

This article has described som e basic facts 
abou t the Treasury debt. It has stressed the  
tw o-sided  nature o f the Treasury's debt, po in tin g  
out that for every do lla r  the Treasury has borrow ed, 
so m e b o d y  else has received a financial asset in 
the form  o f a Treasury security. M o reover, for  

every do lla r o f  interest the Treasury has paid  out, 
w e have seen that so m e b o d y  else has received that 
interest as an add ition  to his incom e.

In ask ing  w h o  that "s o m e b o d y  e lse " is w h o  
ow n s the Treasury debt, w e  have fou nd  that the 
A m erican  p ub lic  itself o w n s m ost o f it, either 
directly through  ind iv iduals, investm ents or  
indirectly through  c la im s on  businesses, financial 
institutions, and state and local governm ents.
W e  a lso  fou nd  that agencies and trust funds  
w ith in  the G ove rn m e nt itself ow n  abou t a quarter 
o f the debt, that the Federal Reserve System  
o w n s another sixth, and that foreigners 
ho ld  a sm all rem ainder.

W e  w ere then ab le  to go  a step further and  
describe w hat happens to the interest incom e the 
ow ners receive from  the Treasury, and to realize 
that m uch  o f the paym ents m ade  by the Treasury  
in interest are returned to the Treasury in taxes.
O f  course, ind iv iduals, businesses, and  financial 
institutions accou nt for so m e  o f  the returned  
interest, because they pay incom e taxes on  their 

interest incom e. The G overn m ent's ow n  agencies  
and trust funds use their interest receipts from  

the Treasury in lieu o f appropriated funds, w h ich  
m eans, in effect, that all o f their receipts from  

the Treasury are returned. The Federal Reserve 
System, finally, returns a lm ost all o f  the interest 

it receives from  the Treasury— norm ally  m ore than  
90 cents ou t o f each d o lla r  received— in the form  
o f a special tax on  Federal Reserve notes. ■

MIAMI D F F I C E  D P E N 5

The Miami office of the Federal Reserve Bank of Atlanta opened 
in Coral Gables, Florida, on October 1. This new facility will provide 
the 13 counties of southern Florida with certain check collection and 
coin services; however, the Fed's Jacksonville branch will still be 
responsible for the area of the State not served by the Miami office.
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Consumer Credit Cranks Up

by Emerson Atkinson

Recently, consum ers have been relying m ore extensively on  insta lm ent 
debt to stretch their bu y ing  pow er— m uch  m ore so  than in late 1970 and  
early 1971. Th is has been true in the Sixth Federal Reserve D istrict and, 
generally  speaking, in the rest o f the nation  as well.

By February 1971, it w as evident that the expansion  o f con su m er insta lm ent 
credit ou tstand ing  at com m ercia l banks in the Sixth D istrict w as under w ay—  
in contrast to little or no  expansion  du ring  the previous three m onths.
In fact, in N o vem b er 1970, total instalm ent credit outstand ing, after 
seasonal adjustm ent, had actually declined  (-$4.2 m illion). In Decem ber, 
the net change  w as positive ($2.6 m illion), but in January 1971 con su m er  
instalm ent credit ou tstand ing  again  declined  (-$3.1 m illion). S ince then, 
how ever, the increase in con su m er credit activity has been sizable:
O n  average, con su m er instalm ent credit for the tw o  3 -m onth  periods  
fo llo w in g  January expanded $27 m illion  and $23 m illion, respectively—  

com pared  w ith no  expansion  (actually a contraction) du rin g  the previous  
three m onths from  N o ve m b e r through  January.

Nationally , con su m er instalm ent debt o u tstand ing  has a lso  expanded, after 
a slugg ish  perform ance at the end o f 1970 and the b e g in n in g  o f 1971. In 
O cto b e r  1970, the am ou nt ou tstand ing  declined  (-$82 m illion ); in Novem ber, 
credit faltered considerab ly  (-$302 m illion ); but in D ecem ber, the m ovem ent 
w as reversed and credit grew  sligh tly  ($21 m illion). By January and  
February o f 1971, it w as evident that consum ers w ere stepp in g up their 
use o f instalm ent credit; since then, large m onth ly  expansions o f credit have 
continued.

U n like  D istrict instalm ent credit outstand ing, w h ich  inc ludes on ly  credit 
ou tstand ing at com m ercia l banks, total instalm ent credit ou tstand ing  
nationa lly  includes con su m er instalm ent credit ou tstand ing  at com m ercia l 
banks, finance com pan ies, retail outlets, and other financial lenders.
Nationally , and presum ably  w ith in  the District, com m ercia l banks ho ld  abou t  
40 percent o f con su m er instalm ent paper, having acqu ired it by  m ak in g  
loans directly  to con su m er buyers or by purchasing it from  retailers.1

instalm ent credit at commercial banks, nationally, has closely resembled the 
behavior of total consumer credit.
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C o n su m e rs  stretch  their bu y in g  power in the  
D istr ic t  . . .

Million
Net chg. in instalm ent credit outstanding 
at com m ercial banks 
Seas. adj.

L I I I . . ,  I l l

- 4 0  

- 2 0  

+  
—  0

1 9 6 9 1 9 7 0 1 9 7 1

. . . and  in the nation
Net chg. in total instalm ent credit
outstanding
Seas. adj.

- 2 0

Million $

* J l

-  8 0 0

- 4 0 0

- 2 0 0

1 9 6 9 1 9 7 0 1 9 7 1

Recent C o n su m e r C red it M o ve m e n ts  

in Perspective

The recent p ickup  in consum er credit activity is 
w hat one  m igh t have expected. Nationally, the 
effects o f changes in con su m er credit activity 
appear practically instantly; that is, con su m er  
credit ou tstand ing  begin s to expand as soon  as 
the e con om y  m oves ou t o f a recession and qu ick ly  
show s signs o f either increasing less or o f  d e ­
c lin in g  w hen  eco n o m ic  activity starts to turn 
dow n. In the District, on the other hand, c o n ­
sum er debt is m uch slow er in its response to  
changes in eco n o m ic  activity. Th is can be  
partly explained by the difference in the m akeup  
o f con su m er debt statistics at the D istrict and  
national levels, in add ition  to the fact that the 
ups and do w n s in eco n o m ic  activity nationa lly  are 
not s im u ltaneously  v isib le  regionally.

W h a t 's  to C o m e ?

It is evident, then, that recently consum ers have 
been u sing credit m ore extensively than in ear­
lier m onths. In v iew  o f the p ickup  in econ om ic  
activity, though  slow , and the expected added  
stim u lus o f executive and legislative econ om ic  
actions, it is reasonable to expect that con su m er  
credit w ill continue to expand du ring  the co m in g  
m onths. ■

W h y  the Increase in C o n su m e r Bo rrow in g?

M o s t  o f the expansion  in con su m er credit at D is ­
trict banks has been centered in auto loans, the 

result o f im proved  auto sales. O th e r  con su m er  
go o d s  credit— w h ich  includes credit extended for 
the purchase o f hom e appliances, furniture, 
jewelry, m ob ile  hom es, and boats— has a lso  show n  

a m arked increase.
Such  inform ation, w h ile  ind icative o f h ow  

consum ers are u sing  available credit, a lso  is 
helpfu l in assessing the current behavior o f re­
tail sp en d in g  at the D istrict level, since regularly  
pub lished  retail sales figures are not available.
T o  provide  us w ith a m ore detailed picture o f 
the relationsh ip  betw een m vem ents in D istrict 
consum er credit and retail sales, changes in 
the tw o  series nationa lly  w ere investigated.
A s  m igh t be expected, changes in consum er  
credit extensions for autom ob ile s w ere close ly  
related to auto sales. Lum ber sales and hom e  
repair loans w ere a lso  c lose ly  related, but not 
as c lose ly  as auto sales and auto loans. The  
relationship  betw een changes in other types of re­
tail sales and con su m er loans w as not as clear, 
possib ly  because o f basic differences in data  
classifications for the tw o series.

A P P E N D IX

The measure most often used in describing the expansion or 
contraction of consumer instalment credit is net change in 
credit outstanding—or extensions minus repayments. The 
relationship among outstanding credit, extensions and repay­
ments is somewhat unique because it involves one stock and 
two flows. A flow is a movement of economic units over a 
period of time. The income statement of a firm is a good 
example of this concept. On the other hand, a stock is an accum­
ulation of economic units at some particular moment in time. 
Using the example of the firm again, the balance sheet best 
exemplifies this concept.

The total amount of outstanding instalment credit at some 
point in time is the accumulation of net changes between 
extensions and repayments. A clearer picture may result by an 
example using actual consumer credit data of commercial banks 
in the Sixth District. In June, total consumer credit outstanding 
(the stock concept) at commercial banks was $4,347.1 million.
In July, $396.8 million of credit was extended (the flow concept) 
and $360.4 million was repaid (the flow concept). The difference 
between June extensions and repayments was $36.4 million, (a 
positive number, since extensions were greater than repay­
ments) and was added to the previous outstanding amount of 
$4,347.1 million in June. As a result, total consumer credit 
outstanding at commercial banks in July was $4,383.5 million.
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Pelican State 

Buffeted by Adverse 

Economic Headwinds

by Joseph E. Rossman, Jr.

Since ou r last review  o f the Louisiana e con om y,xthe e co n o m ic  fligh t path o f  
the Pelican State has been buffeted by adverse e co n o m ic  headw inds. In the late 
Sixties, Louisiana 's e co n o m y  lagged  beh ind  that o f  the nation, and in 1970  

Louisiana shared m any o f the sam e eco n o m ic  d isapp o in tm en ts as the nation. 
In the past, Louisiana has generally  felt d o w n sw in g s  in e co n o m ic  activity  
m ore intensely than the rem ainder o f the country. Th is pattern has continued, 
as ind icated by a review  o f Louisiana 's 1970 e co n o m ic  perform ance  and by 
her perform ance thus far in 1971.

T w o  factors that contributed to the nationw ide  recession— cutbacks  
in defense sp e n d in g  and w in d in g  do w n  o f the space p rogram — hit Louisiana  
especia lly  hard in 1970. C utbacks in the M ic h o u d  A sse m b ly  facility reduced  
em p loym en t to 1,858 in 1970 from  a level o f 3,506 in 1969. D u r in g  the first 
half o f 1971, em p loym en t at the assem bly  facility stab ilized som ew hat  

b e low  the 1970 level.
A s  a result o f D e fense  D epartm ent cutbacks, Lou isiana 's m ilitary prim e  

contracts for 1970— $300 m illion — w ere 25 percent b e lo w  those o f 1969—  
$390 m illion. Louisiana 's peak year w as 1967, w hen  over $650 m illion  in 
military prim e contracts w ere awarded. O rd n a n ce  m anufacturers w ere a m o n g  
those hardest hit, since prim e contractors in this classification  d rop p e d  from  
a h igh o f $158 m illion  in 1968 to $68 m illion  in 1970. Because o f the cutbacks 
du ring 1970 and the early portion  o f 1971, abou t 2,000 ordnance  w orkers 
w ere added  to the u ne m p loym e nt rolls in N e w  Orleans. W h ile  it is d ifficu lt 
to estimate the total n um ber o f w orkers affected by the d rop  in defense  
contract figures, cutbacks o f D epartm ent o f D efense  (D O D )  em p loyees are 
know n. D efense  cutbacks directly reduced D O D  em p loyees— both  m ilitary  
and c iv ilian— 15.3 percent (equal to a loss o f 7,000 m ilitary personnel 
and 800 civilian w orkers du ring  1970).

N o n farm  Em p loym ent U p  S ligh tly

N onfarm  em p loym en t grow th in the Pelican State du ring  1970 w as slightly  

better than that o f the nation. Louisiana 's nonfarm  e m p loym e n t increased by 
half a percent, w h ile  the nation d id  not register any grow th. M a n u factu r in g  

em p loym en t declined 3 percent; the durab le  go o d s  sector declined  
6 percent, and the n ondurab le  go o d s  sector show ed  a very sm all gain.

Mohn E. Leimone, "Area Diversity in Louisiana's Growth," this Review, March 1970, 
pp. 42-45.
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In com parison , the nation 's n ondurab le  go o d s  
sectors declined  one percent, and the durab le  
g o o d s  sector declined  5.5 percent.

Con tract construction  em p loym en t w as also  
affected by  adverse eco n o m ic  w in d s— de clin ing  
m ore than 6 percent in 1970. H igh  interest rates 
du ring  the b e g in n in g  m onths o f 1970, labor- 
m anagem ent conflicts resulting in strikes, and  
hesitation on  the part o f  corporations, b rought  

on by the recession, all contributed to a s low d ow n  
in construction  activity. C onstruction  em ploym ent, 

already reduced by the 1969 12-percent decline, 
fell to 1964 levels in m id-1970. C onstruction  
em p loym en t con tinued  to be depressed during  
the first half o f 1971, despite strong increases in 
contracts for residential b u ild in g  construction. 
N o n b u ild in g  construction  contracts, d o w n  by  
one-third, accounted  for the w eakness.

A s  a result o f  offshore  oil w ell fires and oil 
sp ills in early spring, m in in g  em p loym en t during
1970 d rop p e d  an average o f 1,000 men from  1969 
levels. O i l lease sales were canceled im m ediate ly  
after the adversities and w ere reopened D ece m be r  
15, 1970. M u c h  o f the drop  in em ploym en t  
consisted  o f crews invo lved  in the exploration and  
drillin g  o f new  wells. Desp ite  the m isfortune, 
coastal Louisiana 's crude petro leum  production  
sh o w e d  ga ins o f nearly 12 percent, m atch ing  
production  ga ins o f 11 percent in 1969.

Ranks o f U n e m p lo y e d  Sw ell

u nem p loym ent rate averag ing over 6.5 percent 
du ring the first six m onths o f 1971, com pared  w ith
6 percent in the nation. N onfarm  em ploym en t  

ga ined strength during  the latter part o f 1970  
and, fee ling the results o f the G M  strike settlement, 
increased du ring  the first quarter o f 1971. The  
surge w as not sustained, how ever, after inventories 
and orders unfilled du ring  the strike were filled, 
and nonfarm  em ploym en t declined in sp ring  and  
sum m er. M an u factu rin g  em p loym en t con tinued  to  
exhibit the greatest w eakness a m o n g  the m ajor  

nonfarm  em ploym en t categories— w ith 1,000 less 
em ployees in July 1971 than in July 1970.

Louisiana 's grow th  in total personal incom e  
m atched that o f the nation— 7.5 percent. This 
7.5-percent gain  w as greater than the 1969 increase  
of 6.2 percent. Increases in w ages b rou gh t on  

by inflation m ore than offset w ages and salaries 
lost by the increased num bers o f unem ployed . 
Transfer paym ents— Socia l Security and u n e m p lo y ­
m ent com p en sa tion — provided  additiona l support. 
Transfer paym ents increased nearly 18 percent in 
1970, and w ith this grow th  passed the $1 -b illion  
mark, w h ich  accounted  for 10.5 percent o f total 
personal incom e. Prelim inary data for the first 

quarter o f 1971 indicate a fractional percentage  
gain o f on ly  $1 m illion  in total personal incom e.

Con su m ers Becom e C au tiou s

In 1970, the Louisiana consum er reacted to rising  

prices and increased u nem p loym ent rates by  
w atch ing his expenditures c lose ly— a pattern typical 
of consum ers across the country. Louisianians 
lim ited their use o f new  instalm ent debt at 
com m ercia l banks. Sales o f new  autom ob ile s  
show ed fractional gains, w h ile  retail b u ild in g  
material sales declined  12 percent. H ou seh o ld s  
placed a large portion  o f their savings in banks 
and savings and loan associations.

The con su m er continued  to fo llo w  his conserva-

Louisiana 's une m p loym e nt con tinued  to be m ore  
severe than that o f  the nation, w ith the
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tive sp e n d in g  path du ring  the first quarter o f 1971. 
But by late spring, the con su m er had adop ted  a 

less-cautious attitude and increased his purchases 
o f both durab le  and n ondurab le  goods. A u to m o b ile  
and retail bu ild in g  material sales for the first six 
m onths o f 1971 w ere h igher than du ring  the sam e  
period  a year a go  by 12 percent and 19 percent, 
respectively. A t the sam e time, consum ers expanded  
their borrow ing, w ith virtually every category o f 

com m ercia l bank instalm ent loans sh o w in g  an 
increase.

Constru ction  A ctivity  Still W e a k

A w ards for construction  activity, receiving strong  
support from  n o n b u ild in g  construction, advanced
7 percent in 1970. H ow ever, increased material 
costs and h igher w ages m ust have w ip ed  ou t all o f 
this gain. W eakn e ss w as apparent in b u ild in g  c o n ­
struction contracts; its total value declined 2 per­
cent. Nonresidentia l construction  contracts, w ith  
a 13-percent statew ide decline  in do lla r value, 
offset the residential construction  gain of 7 percent 
in do lla r value. In general, m etropolitan  areas 
show ed  declines in at least one  construction  
area; Lafayette and Lake Charles show ed  declines 
in both residential and nonresidential construction  

awards. N e w  Orleans, how ever, stood  apart from  
other Louisiana m etropolitan  areas; it experienced  
strong ga ins in both residential and nonresidential 
construction— gains o f 26 percent and 51 percent, 

respectively.
Data  from  the first half o f 1971 indicate a 

strengthen ing in the b u ild in g  construction  sector 
and a sharp reduction  in the n o n b u ild in g  
construction  sector. Contract values for n o n b u ild in g  
construction  w ere d o w n  one-th ird  from  those of 
the sam e period in 1970, w h ile  both residential 
construction  (registering nearly a tw o-th irds gain  
in do lla r value) and nonresidential construction  
(registering a one-th ird  gain  in do lla r value) show ed  
strong gains. N e w  O rleans continued  to experience  
strong construction  grow th, w ith the do lla r value  
o f residential construction  up 87 percent and  
nonresidential construction  up 30 percent. O th er  
m etropolitan  areas in Louisiana shared in the 
grow th  o f residential construction  du ring  1971; 
the greatest grow th  occurred in the Baton  
R ouge  area, w h ich  registered an 88-percent 
gain. N o t all the m etropolitan  areas, however, 
show e d  grow th  in nonresidential construction. 
Lafayette and Lake Charles each experienced  
declines o f 18 percent and one  percent, 
respectively.

In flation  H urts Real V a lu e  o f Cap ita l Investm ent

Cap ita l investm ent for new  plant and equ ipm ent 
in 1970, acco rd in g  to the Louisiana D epartm ent of 
C om m e rce  and Industry, w as w ell b e low  the

previous h igh o f $714 m illion  attained in 1967.
A t $604.5 m illion, up 5 percent over 1969 figures, 
the 1970 total w as the third h ighest in the State's 
history. Increases in material costs and construction  
w ages greatly w eakened the real strength o f this 
gain. Petroleum  refin ing and chem ica ls accounted  

for $465.9 m illion  o f the actual $604.5-m illion  
total.

Recent unofficia l figures— based on  n ew spaper  
reports and press releases— for the first half o f
1971 ind icate that ann ou ncem en ts o f capital invest­
m ent activity w ere b e lo w  those o f the sam e period  
1970. T w o  m ajor new  facilities to be bu ilt in Baton  
R ouge  w ill eventually  p rov ide  an im portant boost, 
however. The p roposed  new  plants inc lude  an Enjay 
C hem ica l facility ($75 m illion) at Baton R ouge  
and the start o f a m ajor chem ical com p lex  by O lin  
($200 m illion) at Lake Charles.

Farm O u tp u t  Im p roves

For Louisiana farmers, 1970 w as a bu m p er crop  year, 
h e lp in g to offset the losses from  the d rou gh t o f 
1969. The total vo lu m e  o f principal c rops—  
soybeans, sugarcane, rice, and cotton— w as 10 
percent m ore than in 1969 and w as the se co nd - 
largest total crop  p rodu ction  on  record. Production  
w as h igher on ly  in 1968. C ash  receipts for all farm  
com m o d itie s p rodu ced  reached $648 m illio n —  
a gain  o f 6.9 percent over 1969 cash receipts. But, 
increases in farm  operating  expenses, particu larly  

w ages, interest paym ents, and taxes m atched the 
ga ins in gross farm incom e. In fact, total p roduction  

expenses increased just s ligh tly  faster than total 
receipts: 7.5 percent against 7 percent. O n  balance, 
despite h igher costs, the ind iv idua l farm er's 
incom e position  im proved  in 1970. O n e  gau ge  o f 
this im provem ent w as net incom e  per farm —  
w hich  w as just s ligh tly  under the 1968 record. 
Louisiana farm s a lso  d id  better than the average  
U. S. farm  in 1970.

Early estim ates o f the 1971 crop  p rodu ction  
indicate that 1971 sh o u ld  be another g o o d  year 
of p rodu ction  for Louisiana. Rice, cotton, and  
soybean  crops give every ind ication  o f h igh  yields. 
Sugarcane grow th, w h ile  beh ind  1970 grow th, still 
appears very good .

The Port o f N e w  O rleans w as another bright 
spot, w ith fore ign  com m erce  tonn age  increasing 21 
percent over the 1969 level. Total im port-export 
tonnage  for 1970 w as nearly 23 m illion, abou t four  
m illion  tons above  the Port's 1969 total. The  
average annual grow th  d u rin g  the Sixties w as  

5 percent.
First quarter 1971 fore ign  com m e rce  at the 

Port o f N e w  O rleans set new  records in tonnage  
and value— a total o f 6,200,000 tons valued  at 
$921 m illion. T on n age  figures show e d  a 25-per­
cent increase over the sam e period  in 1970, and the 
value o f the com m erce  increased 26 percent.

1 9 0
M O N T H L Y  R E V IE W

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



Banks Receive Strong Deposit inflows

A s 1970 progressed, m em ber banks in the 
southern tw o-th irds portion  o f Louisiana experi­
enced an acceleration  in deposit in flow s— par­
ticularly tim e deposits. D e c lin in g  m oney  m arket 
rates, com b in ed  w ith an increase in the m axim um  
interest rate that m em ber banks are a llow ed  to pay  
on tim e and sav ings deposits, he lped m ake bank  
tim e deposits m ore attractive. These deposit  
in flow s contrasted sharply w ith the 1969 experi­
ence w hen  m any Louisiana banks suffered deposit 
losses or, at best, very w eak  inflow s. The banks, 
how ever, fou nd  that w h ile  they had ava ilab le  funds, 
loan de m and  w as generally w eak  because o f the 
slugg ishn ess o f the econ om y  and the reluctance of 
consum ers to borrow . A ccord in g ly , the banks used  
these funds to rebuild  their investments, w h ich  they 

had reduced by m ore than 7 percent in 1969 to 
m eet loan dem ands. In particular, they increased  
their h o ld in gs  o f U.S. G overn m ent securities.

T im e de po sit in flow s continued  to strengthen  
d u ring  the first half o f 1971, w h ile  loan dem and  
rem ained sluggish . C lo se  to $225 m illion  in new  
tim e deposits w ere received by m em ber banks in 
the southern tw o-th irds portion  o f Louisiana. These  

sam e banks added  $270 m illion  w orth  o f U. S. 
G overn m ent securities to their portfo lios.

Future Will Be Brighter

The future perform ance o f the Louisiana e con om y  

w ill depend  u pon  the success o f current e con om ic  

policie s a im ed at con tro llin g  inflation and stim u­
lating the national econom y. Local events w ithin  
Louisiana, how ever, w ill a lso  p lay a part in 
shap in g  future eco n o m ic  perform ance. The do m e d  
stad ium  currently under construction  in N e w  
O rleans w ill have a positive impact. Increased  
acreage a llotm ents for the 1972 sugarcane crop  
currently p lanted shou ld  help  im prove the agri­
cultural sector. Renew ed activity at the M ic h o u d  
A sse m b ly  center is a possib ility, since this site 
is be ing considered  for the Space Shuttle Project. 
Shou ld  M ic h o u d  be selected, the im pact on  the 
N e w  O rleans area w o u ld  be substantial. T w o  new  
contracts for LA SH  (Lighter A b ro a d  Ship) ships, 
each in excess o f $80 m illion, aw arded to the 
A vo n d a le  sh ipyards in N e w  O rleans w ill give  
additiona l strength to the sh ip b u ild in g  industry.
A s the overall recovery o f the nation 's econ om y  
that is currently under w ay  ga ins m om en tu m  and as 
local events (just m entioned) m ake their presence  
know n, Louisiana 's u nem p loym ent p rob lem  is likely  
to decline. ■

Bank 
Announcements
SEPTEMBER 1, 1971 
BANKERS BANK O F FLORIDA

Fort Lauderdale, Florida

Opened for business as a nonmember. Officers: 
James S. Hunt, chairman; J. B. Patterson, president; 
William B. Lennan, executive vice president and 
cashier; and Robert K. Thompson, assistant vice 
president and cashier. Capital, $600,000; surplus 
and other capital funds, $150,000.

SEPTEMBER 1, 1971 
BANK O F TALLASSEE
Tallassee, Alabama

Opened for business as a par-remitting non­
member. Officers: A. B. Dopson, president; 
Mildred W. Blount, vice president; R. P. Bentley, 
vice president; and Virginia D. Warren, cashier. 
Capital, $250,000; surplus and other capital funds, 
$746,000.

SEPTEMBER 8, 1971 
BANK O F FLAGLER BEACH
Flagler Beach, Florida

Opened for business as a nonmember. Officers: 
Charles E. Creal, president; Howell V. Peavy, vice 
president; and Joseph J. Seale, executive vice 
president and cashier. Capital, $200,000; surplus 
and other capital funds, $65,000.

SEPTEMBER 10, 1971 
TRI-CITY BANK
Palm Beach Gardens, Florida

Opened for business as a nonmember. Officers: 
William D. Kendrick, president; and H. Richard 
McCord, vice president and cashier. Capital, 
$500,000; surplus and other capital funds, 
$250,000.

SEPTEMBER 15, 1971
WORTH AVENUE NATIONAL BANK
Palm Beach , Florida

Opened for business. Officers: C. Farris Bryant, 
chairman; George C. Slaton, president; H. M. 
Pausch, II, executive vice president; H. Loy 
Anderson, Jr., administrative vice president; Jesse 
Newman, vice president; Nellie M. Lynch, assis­
tant vice president; and Joan M. Rhoden, assistant 
cashier. Capital, $500,000; surplus and other 
capital funds, $500,000.

SEPTEMBER 16, 1971 
GWINNETT COMMERCIAL BANK
Lawrenceville, Georgia

Opened for business as a nonmember.

SEPTEMBER 29, 1971
VILLAGE PLAZA PALMER NATIONAL BANK
Sarasota, Florida

Opened for business. Officers: W . C. Coleman, 
president; C. D. Rollings, executive vice president; 
james K. Rowland, vice president and cashier; 
and K. D. Suggs, vice president. Capital, $800,000; 
surplus and other capital funds, $300,000.
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B A N K I N G  S T A T I S T I C S

Billion $

T o ta l D e p o s its *

L o a n s  (n et)

In v e s tm e n ts * *

1970

J
1971

J D J
1969

D E P O S IT S

J D J
1969

J
1970

LATEST M O NTH  PLOTTED: AUGUST
Note: All figures are seasonally adjusted and cover all Sixth District member banks.

*Daily average figures **Figures are for the last Wednesday of each month.

S I X T H  D I S T R I C T

B A N K I N G  N O T E S

D J J
1971

F L O W  O F  F U N D S  A T  D I S T R I C T  M E M B E R  B A N K S

300 - 0  +  300  
I I I

Million $
600 900 600 300 - 0 +  300

I I  I I I I

C h a n g e s  in M ajo r S o u r c e s  of F u n d s

N et D e m a n d  D e p o s it s

O th e r  T im e  
D e p o s it s

S a v in g s  D e p o s it s  

B o rro w in g s  a t  F R B -A t la n ta

C h a n g e s  in M ajo r U s e s  of F u n d s

H  J a n .-A p r. 1971 

I 1  M a y -A u g . 1971

U .S .  G o v ’t 
S e c u r i t ie s

600 900  
I l

L o a n s

O th e r
S e c u r i t ie s

N et F e d e ra l F u n d s  
S a le s

NotP: Data are not seasonally adjusted.
192 M O N T H L Y  R E V IE W

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



THE CHANGING FLOW OF FUNDS AT DISTRICT MEMBER BANKS

The first fou r m onths and the second  fou r m onths  
o f 1971 w ere tw o  periods w hen  D istrict m em ber  
banks experienced m arked changes in both  the 
source and  v o lu m e  o f their funds. These banks, 
in turn, m ade  sign ificant shifts in the uses o f such  
funds. W h e n  the in flow  o f deposits w as strong, 
they sharp ly  expanded  total bank  credit and in­
creased their sales o f overn ight reserves in the 
Federal funds market. But w hen  deposit in flow s  
s low ed, banks cut back the rate at w h ich  they ex­
tended credit and reduced their sales (or increased  
their purchases) o f  Federal funds.

T h ro ugh  the first fou r m onths o f this year, de ­
p osit in flow s w ere strong and, thus, p rovided  
D istrict banks w ith a large am ou nt o f additiona l 
reserves. G a in s in all types o f deposits totaled m ore  
than $1,700 m illion, an advance o f 7 percent. A n d  
tim e deposits (other than sav ings deposits) ac­
cou nted  for nearly on e -ha lf o f  this increase, spurt­
ing  13 percent. C on su m ers added  nearly $700 m il­
lion  to  their tim e deposit accounts and an ad d i­
tional $435 m illion  to their sav ings accounts. The  
large deposit ga ins enabled banks to increase their 
securities $936 m illion  and to expand their loans 
$350 m illion.

In the fou r-m on th  period  from  M a y  through  
A ugust, how ever, deposit in flow s tapered off to 
just $109 m illion  because D istrict banks experi­
enced a net loss o f  $232 m illion  in d e m and  d e ­
posits. "O th e r "  tim e deposits, w h ich  inc lude  c o n ­
sum er C D 's  and large-denom ination  C D 's ,  rose 
$108 m illion  du rin g  these four m onths. C on su m er-  
type tim e deposits w ere unchanged. Instead, som e  
o f the larger D istrict banks accounted  for the in­
crease by  aggressive ly  b id d in g  for la rge -denom -  
ination C D 's .  States and their political su bd iv ision s  
accounted  for m ost o f the net rise in these m oney  

m arket instruments. Som e  banks, how ever, issued  
a large n um ber o f new  C D 's  to their corporate  
custom ers and to ind iv iduals, o ffsetting the losses 
experienced by banks in other parts o f the District. 
Sav ings deposits accounted  for m ore than tw o- 
thirds o f  the gross deposit in flow s from  M a y  
through  August, a lthough  the ga ins w ere on ly  half 
as large as the previous fou r-m on th  advance.

The strong surge o f deposits in the first four 
m onths o f the year p rov ided  m any D istrict banks  
w ith m ore funds than they chose  to invest or lend. 
C onsequently, they increased the sale o f their 
excess reserves in the Federal funds market. D u rin g  
the next fou r m onths, reduced deposit flow s caused  
m any o f the m e d iu m - and  sm all-size  banks to cut 

back  on  their Federal funds sales. A t the sam e

____________ Changes____________
April 1971 Aug. 1971

from from
Jan. 1971 May 1971

(millions of $)
Reserve City Banks

Total Deposits + 508 + 47
Net Fed Funds Purchases — 38 + 176
Total Loans and Investments + 446 + 140

Country Banks 
Total Deposits + 1209 + 62
Net Fed Funds Sales + 202 — 438
Total Loans and Investments + 840 + 577

Data not seasonally adjusted

time, the larger banks stepped up  their purchases  
o f overn ight reserves in the Federal fun ds market. 
B o rrow in g  from  the Federal Reserve Bank o f A tlan ta  
a lso  increased, reach ing a level not ob ta ined  since  
D ece m be r 1969.

These changes in deposit grow th  and reserve 
m anagem ent caused the country  banks and the 
reserve city banks to m ake co rre sp on d ing  changes  
in both com p osit io n  and v o lu m e  o f their credit 
expansion. From M a y  through  August, country  
banks slow ed  their pace o f total credit expansion. 
A lth o u gh  bank  le nd in g  accelerated from  $266 m il­
lion  to $381 m illion, the net increase in new  securi­
ties h o ld in gs w as b e lo w  that o f the previous fou r  

m onths. Increases in "o th e r "  securities (m ostly  
tax-exem pt m un icipa l ob ligation s) du rin g  the M a y -  
A u gu st  period  w ere abou t three-fourths o f  the 
$395-m illion  gain  du ring  the January-April period. 
Sligh tly  m ore  than $100 m illion  in U. S. G o ve rn ­
m ent securities w ere liquidated. In addition , c o u n ­
try banks reduced their Federal funds sales by  m ore  
than $400 m illion.

A t  the reserve city banks, the pattern o f credit 
extension w as sim ilar. In tandem  w ith slow er d e ­
posit grow th, these banks increased their net Fed­
eral funds purchases $176 m illion. Bo rrow in gs from  
the Federal Reserve Bank o f A tlan ta  a lso  increased, 
tota ling $63 m illion  in August. A s  a group, reserve 
city banks reduced their investm ent h o ld in gs $127  
m illion, w ith m ost o f the decline  concentrated in 
U. S. G overn m ent securities, particularly Treasury  
bills. H o ld in g s  o f m un ic ipa l ob liga tion s rose, but 
m ost o f this change  reflected the add ition  o f short- 
m aturity state and local governm ent securities. 
Nevertheless, bank  credit increased because lend­
ing advanced $267 m illion  after a gain  o f  on ly  

$84 m illion  in the previous period.

JOHN M. GODFREY
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Sixth District Statistics

S e a s o n a l l y  A d ju s t e d
(A ll d a t a  a r e  in d e x e s ,  u n l e s s  i n d i c a t e d  o t h e r w i s e . )

Latest Month 
1971

SIXTH DISTRICT 

INCOME AND SPENDING

Manufacturing P a y r o l l s .................Aug. 138
Farm Cash R e c e ip ts ....................... July 110

C r o p s ........................................July 56
Livestock.................................... July 131

Instalment Credit at Banks* (Mil. $)
New L o a n s .................................Aug. 411
Repayments ..............................Aug. 370

EMPLOYMENT AND PRODUCTION

Nonfarm E m p lo y m e n tt .................Aug. 112
Manufacturing ...........................Aug. 105

Nondurable G o o d s .................Aug. 106
Food ................................. Aug. 102
T e x t i le s ..............................Aug. 104
Apparel ..............................Aug. 104
P a p e r ................................. Aug. 104
Printing and Publishing . . . Aug. 115
C h e m ic a ls ...........................Aug. 106

Durable G o o d s ....................... Aug. 104
Lbr., Wood prods., Furn. & Fix. Aug. 100
Stone, Clay, and Glass . . . Aug. 104
Primary M e t a l s ....................Aug. 102
Fabricated M e t a ls .................Aug. 112
Machinery, Elec. & Nonelec. . Aug. 160
Transportation Equipment . . Aug. 104

Nonmanufacturing ....................Aug. 114
C o n stru c t io n ....................... Aug. 108
Transp., Comm., & Pub. Utilities Aug. 113
T r a d e ................................. Aug. 114
Fin., ins., and real est............. Aug. 119
S e r v ic e s ..............................Aug. 116
Federal Governm ent............. Aug. 101
State and Local Government . Aug. 120

Farm Em ploym ent.......................... Aug. 87
Unemployment Rate

(Percent of Work ForceJt............. Aug. 4.8
Insured Unemployment

(Percent of Cov. Em p.).................July 2.8
Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Aug. 40.6
Construction C o n tra c ts * .................Aug. 133

R e sid e n tia l.................................Aug. 181
All O the r.................................... Aug. 85

Electric Power Production** . . . .  Ju|y 167
Cotton Consum ption**....................^uly
Petrol. Prod, in Coastal La. and Miss.**Yep
Manufacturing P ro d u c t io n ............. June 257

Nondurable G o o d s .......................Jtune ?22
Food .................................... June 180
T e x t i l e s ................................. June 246
Apparel ................................. June 282
P a p e r .................................... June 200
Printing and Publishing . . . .  June 167
C h e m ic a ls ..............................June 261

Durable G o o d s .......................... June 300
Lumber and W o o d ....................June 181
Furniture and F ix tu re s............. June 180
Stone, Clay and G l a s s ............. June 169
Primary M e t a l s ....................... June 207
Fabricated M e t a ls ....................June 244
Nonelectrical Machinery . . . .  June 404
Electrical M ach ine ry .................June 629
Transportation Equipment . . . June 392

FINANCE AND BANKING  
Loans*

All Member B a n k s ....................... Aug. 156
Large B a n k s ..............................Aug. 144

Deposits*
All Member B a n k s....................... Aug. 148
Large B a n k s ..............................Aug. 132

Bank Deb its*/**..............................Aug. 341

ALABAMA

INCOME
Manufacturing P a y r o l l s .................Aug. 134
Farm Cash R e c e ip t s ....................... July 162

EMPLOYMENT
Nonfarm Em ploym entt....................Aug. 106

Manufacturing .......................... Aug. 105
Nonmanufacturing ....................Aug. 106

C o n st ru c t io n .......................... Aug. 107
Farm Em ploym ent...........................Aug. 83

One Two
Month Months 
Ago Ago

One
Year
Ago

137
135
167
130

381
364

112
106
107
102
104
104
105 
115r 
105
104 
100 
103
105
113 
159r 
101
114 
109 
112 
114 
119r 
116 
lO lr  
120
88

4.7

2.8 
40.7r
176 
184 
168 
170r
89r

127r
253
218
177 
243 
278 
199 
166 
261 
295 
174 
177 
166 
210 
241 
386 
614 
389

153
141

145
130
341r

134
157

106
106r
106
107r

79

138
139 
198 
134

379
361

112
106
107
103
104
103 
109
115
105
104 
99

103
105 
112 
160 
103 
114 
109 
112 
113 
119
116 
101 
121

2.8
40.8
189
199
179
166
89

124r
252
217
176
239 
276 
201 
166 
260 
293 
173 
176 
167 
207
240 
380 
619 
384

154
143

149
136
337

136
166

106
106
106
105

81

131
143
179
134

348
307

110
107
107
104
105 
102
108
114
106 
106
99

107
103
113
165
109
112
107
112
112
117
115 
100 
115

4.5

. 2.9
40.4
113
141
87

168
95

127r
244
206
167 
229 
262 
192
168 
252 
289 
170 
185 
169 
198 
239 
362 
611 
378

141
132

127
117
287

130
157

106
109
105
101

One Two One
Latest Month Month Months Year

1971 Ago Ago Ago

Unemployment Rate
(Percent of Work ForceJt . . . . 5.4 5.3 5.1 4.9

Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Aug. 40.8 40.5r 40.7 40.4

FINANCE AND BANKING

Member Bank Lo an s.................... . Aug. 153 147 150 138
Member Bank D e p o s it s ............. . Aug. 143 141 141 124
Bank D e b i t s * * .......................... . Aug. 290 283 271 249

FLORIDA

INCOME

Manufacturing P a y r o l l s ............. . Aug. 146 143r 145 137
Farm Cash R e c e ip t s .................... 105 147 192 151

EMPLOYMENT

Nonfarm Employment! ............. . Aug. 122 122 121 119
Manufacturing ....................... . . Aug. 109 109 109 110
Nonm anufacturing..................... . Aug. 124 124 124 121

C o n stru c tio n ....................... , . Aug. 130 132 132 130
Farm Em ploym ent....................... . Aug. 103 110 101 104
Unemployment Rate

(Percent of Work Forceit • . • ., . Aug. 3.9 3.8 4.1 3.5
Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Aug. 41.3 40.9 41.1 40.5

FINANCE AND BANKING

Member Bank Lo an s..................... . Aug. 168 167 169 151
Member Bank Deposits................ . . Aug. 167 163 169 139
Bank Deb its**............................... . Aug. 367 371r 366 305

GEORGIA

INCOME

Manufacturing Payrolls ............. . Aug. 137 133 137 131
Farm Cash R e c e ip t s ...................., . July 88 130 84 141

EMPLOYMENT

Nonfarm Employmentt . . . . 111 111 111 110
Manufacturing .................... , , Aug. 103 102 103 105
Nonm anufacturing................. 115 115 115 113

C o n st ru c t io n .................... . . Aug. 105 106r 108 93
Farm Em ploym ent....................... . . Aug. 93 82 82 84
Unemployment Rate

(Percent of Work ForceJt • . . . . Aug. 3.9 4.3 4.0 3.6
Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Aug. 39.5 40.4 40.6 40.1

FINANCE AND BANKING

Member Bank Lo an s................. 152 149 148 135
Member Bank Deposits............. . . Aug. 134 133 133 115
Bank Deb its**........................... 397 403r 405 332

LOUISIANA

INCOME

Manufacturing Payrolls ............. 134 133r 129 127
Farm Cash R e c e ip t s ............. , . July 147 122 94 145

EMPLOYMENT

Nonfarm Employmentt............. . . Aug. 104 104 104 104
Manufacturing .................... . . Aug. 100 100 99 100
Nonmanufacturing ............. . . Aug. 105 105 105 105

C o n st ru c t io n .................... . . Aug. 80 80 79 82
Farm Em ploym ent.................... . . Aug. 80 77 75 72
Unemployment Rate Aug. 6.8 6.5 6.6 6.2

(Percent of Work ForceJt . . .
Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Aug. 42.8 42.2r 43.0 42.5

FINANCE AND BANKING

Member Bank L o a n s * ............. 139 135 138 130
Member Bank Deposits* . . . . 138 135 142 120
Bank D e b its*/**....................... . . Aug. 257 249 244 222

M ISS ISS IPP I

INCOME
Manufacturing Payrolls . . . . 142 141 144 128
Farm Cash R e c e ip t s ................. . . July 153 156 139 174

EMPLOYMENT
Nonfarm Employmentt............. . . Aug. 110 110 109 108

Manufacturing .................... . . Aug. 112 112 111 108
Nonm anufacturing................. . . Aug. 109 109 108 109

C o n stru c t io n .................... 104 103r 104 109
Farm Em ploym ent.................... 78 96 90 93
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One Two One 
Latest Month Month Months Year 

1971 Ago Ago. Ago

One Two One 
Latest Month Month Months Year 

1971 Ago Ago Ago

Unemployment Rate
(Percent of Work Force)t............. Aug.

Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Aug.

FINANCE AND BANKING
Member Bank L o a n s * ....................Aug.
Member Bank D e p o s it s * .................Aug.
Bank D e b its*/**..............................Aug.

TENNESSEE

Manufacturing Payrolls .................Aug.
Farm Cash R e c e ip t s ....................... July

5.4
40.6

163
145
342

5.2 
40.3 r

158
146
315

140r
138

5.1
40.5

157
149
325

137
214

5.2
40.1

142
132
294

129
134

EMPLOYMENT

Nonfarm Employmentt....................Aug. 110 111 111 108
Manufacturing .......................... Aug. 105 107 106 106
Nonmanufacturing....................... Aug. 113 113 113 109

C o n stru c t io n .......................... Aug. 109 110 112 113
Farm Em ployment.......................... Aug. 90 89 91 91
Unemployment Rate

(Percent of Work Forcelt............. Aug. 4.7 4.6 4.9 4.7
Avg. Weekly Hours in Mfg (Hrs.) . . Aug. 40.3 40.5r 40.4 39.8

FINANCE AND BANKING

Member Bank L o a n s * ....................Aug. 154 152 150 140
Member Bank D e p o s it s * ................ Aug. 139 136 143 124
Bank Deb its*/**..............................Aug. 332 341 329 280

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

Note: Indexes for construction contracts, cotton consumption, employment, farm cash receipts, loans, deposits, petroleum 
production, and payrolls: 1967=100. All .other indexes: 1957-59=100.

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
In s u r e d  C o m m e r c ia l  B a n k s  in  t h e  S ix th  D is t r ic t

( In  T h o u s a n d s  o f  D o l la r s )

August
1971

July
1971

August
1970

Percent C

August 
1971 
from 

July Aug. 
1971 1970

Itange
Year 
to 

date 
8 mos. 

1971 
from 
1970

STANDARD METROPOLITAN 
STATISTICAL AREAS

Birmingham . . . .  2,307,711 2,309,264 1,914,094 -  0 +21 +14
Gadsden ............ 83,834 85,051 72,172 -  1 +16 +13
Huntsville . . . . 246,571 237,308 213,145 +  4 +16 +  8
M o b i le ................ 805,109 720,533 643,896 +  12 +25 +  3
Montgomery . . . 525,753 467,933 371,027 +  12 +42 +  18
Tuscaloosa . . . . 145,903 153,345 121,281 -  5 +20 +14

Ft. Lauderdale—
Hollywood . . . . 1,206,404 1,235,326 1,005,185 -  2 +20 +13

Jacksonville . . . . 2,506,061 2,659,702 1,892,075 -  6 +32 +16
M i a m i ................ 4,295,277 4,876,063r 3,406,134r -1 2 +26 +24
O r la n d o ............. 996,622 946,022 771,279 +  5 +29 +  16
Pensacola . . . . 338,023 332,883 276,713 +  2 +22 +23
Tallahassee . . . . 420,808 352,667 220,258 +  19 +91 +47
Tam pa-St. Pete. . . 2,507,598 2,525,857r 2,043,640 -  1 +23 +  15
W. Palm Beach . . 689,591 751,195 587,656 -  8 +  17 +11

A lb a n y ................ 138,817 139,321 123,813 -  0 +  12 +  8
Atlanta ............. 9,304,513 9,477,851r 7,421,614 -  2 +25 +14
A u g u s t a ............. 383,185 396,150 293,241 -  3 +33 +17
Columbus . . . . 351,170 340,076 289,011 +  3 +22 +  15
M a c o n ................ 399,230 394,973 346,458 +  1 +  15 +  13
Savannah . . . . 394,017 400,560 313,375 -  2 +26 +17

Baton Rouge . . . 966,646 955,593 807,276r +  1 +20 +18
Lafaye tte............ 196,933 195,397 165,875 +  0 +  19 +  9
Lake Charles . . . 177,222 183,966 163,393 -  4 +  8 +  9
New Orleans . . . . 3,257,025 3,194,933 2,591,434 +  2 +26 +14

Biloxi—Gulfport . . 191,221 190,397 174,175r +  0 +  10 +11
Jackson ............. . 1,025,981 967,887 873,377 +  6 +  17 +14

Chattanooga . . . 948,273 999,497 884,235 -  5 +  7 +  12
Knoxville . . . . 697,181 754,300 572,265 -  8 +22 +15
Nashville . . . . 2,310,568 2,264,033 1,838,571 +  2 +26 +  8

OTHER CENTERS

A n n is to n ............ 89,654 89,215 78,786 +  0 +14 +  6
Dothan ............. 115,375 116,913 89,012 -  1 +30 +22
S e lm a ................ 54,858 53,027 47,664 +  3 +15 +  5

Bartow ............. 32,264 40,210 33,187 -2 0 -  3 +  0
Bradenton . . . . 104,057 119,798 82,095 -13 +27 +11
Brevard County . . 220,686 224,045 195,118 -  1 +13 -  2
Daytona Beach . . 123,782 124,123r 97,679 -  0 +27 +  10
Ft. Myers—

N. Ft. Myers . . 151,203 155,612 119,495 -  3 +27 +23

Percent Change

August
1971
from

August
1971

July
1971

August
1970

July Aug. 
1971 1970

Year
to

date 
8 mos. 

1971 
from 
1970

G a in e sv il le ............  151,347 149,126 112,280 +  1 +35 +24
L a k e la n d ...............  191,713 202,410 148,865 -  5 +29 +17
Monroe County . . . 48,045 48,913 40,190 -  2 +20 +13
O c a l a .................... 128,953 120,741r 94,295 +  7 +37 +15
St. Augustine . . . .  25,554 29,956 23,847 -1 5  +  7 + 5
St. Petersburg . . . 620,381 621,989r 452,197 -  0 +37 +27
S a r a s o t a ...............  188,483 201,534 147,014 -  6 +28 +  6
T a m p a ...................  1,295,809 1,287,955 1,125,235 +  1 +15 +  9
Winter Haven . . . .  99,022 108,594 73,144 -  9 +35 +18

Athens ................  176,586 171,011 129,999 +  3 +36 +43
B ru n sw ic k .............  71,772 80,248 62,008 -1 1  +16 +19
D a lt o n ................... 146,109 130,516 115,572 +12 +26 +14
E lb e rto n ................  16,519 16,380 18,099 +  1 -  9 -1 4
G a in e sv il le ............  105,526 97,148 91,021 +  9 +16 +  5
G r i f f in ................... 52,351 49,792 43,182 +  5 +21 +15
LaGrange .............  46,044 28,173 23,231 +63 +98 +37
N e w n a n ................  33,867 36,893 27,526 -  8 +23 +11
R o m e .................... 106,230 119,486 86,409 -1 1  +23 +11
V a ld o s ta ................  84,461 75,343 82,118 +12 +  3 + 7

Abbeville .............  15,695 13,489 13,300 +16 +18 +  5
A le x an d r ia .............  106,821 177,826 150,952 -1 0  +  7 + 7
B u n k ie ................... 7,268 8,773 7,419 -1 7  -  2 + 7
H a m m o n d .............  50,742 57,448 46,931 -1 2  +  8 +12
New Ib e r ia ............  48,027 48,983 38,871 -  2 +24 +12
Plaquemine . . . .  13,787 15,472 14,157 -1 1  -  3 -  2
T h ib o d a u x .............  29,564 26,594 23,965 +11 +23 +13

Hattiesburg . . . .  91,188 93,680 79,231r -  3 +16 +47r
L a u r e l ................... 52,047 49,541 50,001 +  5 +  4 + 5
M e r id ia n ................ 91,429 83,001 78,634 +10 +16 +  4
N a tc h e z ................  46,272 45,104 39,907 +  3 +16 +  4
Pascagoula—

Moss Point . . . .  120,824 99,138 91,393 +22 +32 +14
V ic k s b u r g .............  56,718 58,343 47,628 -  3 +19 +12
Yazoo C i t y ............  35,649 38,622 31,420r -  8 +13 +  8

B r i s t o l ................... 105,708 113,772 93,591 -  7 +13 +11
Johnson City . . . .  119,238 136,919 100,344 -1 3  +19 +13
Kingsport .............  180,764 195,815 173,290 -  8 +  4 + 5

District Total . . . .  49,980,847 50,766,587r 40,382,129r -  2 +24 +14

Alabama* ..............  5,935,106 5,746,886 4,865,127 +  3 +22 +10
F lo r id a * ................ 16,221,507 17,089,817r 12,839,051r -  5 +26 +18
G e o r g ia * ................ 13,883,066 13,845,859r ll,065,724r +  0 +25 +14
Louisiana** . . . .  5,721,870 5,650,723 4,721,477r +  1 +21 +14
Mississippi** . . . .  2,259,900 2,173,094 l,854,264r +  4 +22 +14
Tennessee** . . . .  5,959,398 6,260,208 5,036,486 -  5 +18 +11

'Includes only banks in the Sixth District portion of the state tPartially estimated * Estimated r-Revised
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District Business Conditions

W ith  the onset o f the autum n sports season, a strong kickoff in reg ional e co n o m ic  activity w as still not  
noticeable. A cc o rd in g  to latest ava ilab le  data, a fall occurred  in nonfarm  em ploym ent. C on stru ction  c o n ­
tract v o lu m e  failed to gain. C o n su m e r debt o u tstan d in g  and  dom estic  auto  sales sh o w e d  strong a d ­
vances. A s  expected, bank  le n d in g  p icked  up  considerab le  yardage. Farm prices w ere throw n  for a short 
loss, since bu m p er gra in  crops appeared m ore  certain.

N o n farm  em p loym en t registered a sligh t decline  

in A ugust. Lack o f any sign ificant strength in n o n ­
m anufacturing em ploym ent, cou p led  w ith e m p lo y ­
m ent losses in the m anufacturing sector, continued  

to depress the labor market. Em p loym ent losses 
occurred th roughout the n ondurab le  go o d s  in­
dustries; prim ary m etals posted  a sharp d rop o ff  
a m o n g  the durab le  go o d s  producers. A fter ed g in g  
d o w n w ard  du ring  the tw o preced ing m onths, the 
u ne m p loym e nt rate for A u gu st  increased to 4.8 
percent.

Con stru ction  contract v o lu m e  declined  slightly  
in July; how ever, it rem ained w ell above  levels o f  
a year ago. July's decline w as shared by both resi­
dential and nonresidential sectors. In late July 
and A ugust, m ortgage  interest rates stab ilized after 
c lim b in g  du ring the preced ing tw o m onths; ex­
trem ely large in flow s at savings and loan assoc ia ­
tions continued.

C o n su m e r instalm ent credit ou tstand ing  at c o m ­
m ercial banks grew  substantially  in A ugust. A ll
types o f loans contributed to the expansion, though  
auto loans and personal loans show ed  the greatest 
strength. A u gu st  sales o f dom estica lly  p roduced

autom ob ile s w ere w ell ahead o f the sam e period  
one  year ago.

Bank le n d in g  reb ou nd ed  in late A u gu s t  and  
con tinued  strong through  early Septem ber. Bank  
security h o ld in gs fell in Septem ber, since the 
larger banks, in particular, so ld  m u n ic ipa l o b lig a ­
tions. D e p o sit  in flow s p icked  up, w ith ga ins in 
interest-bearing deposits exceed ing the generally  
w eak in flow s experienced du rin g  the su m m er  
m onths. Large -denom ination  C D 's  advanced  sharp ­
ly, buoyed  by local governm ents tem porarily  in­
vesting the proceeds o f their bo n d  sales at local 
banks.

Prices o f farm  com m o d itie s declined  sligh tly  in 
A u gu st  but rem ained above  the year-earlier level.
The prospects for a bu m p er grain crop  depressed  
prices for corn, rice, wheat, and soybeans. Broiler 
prices a lso  d rop pe d  sharp ly from  July's level, but 
the decline  w as largely offset by an increase in egg  
prices. C ro p  con d ition s rem ained generally  favor­
able throughout the District, except for H urricane  
Edith 's extensive dam age  to sugarcane and cotton  
in south Louisiana. T ob acco  farm ers in G e o rg ia  re­
cently com p leted  the harvest o f the m ost va luab le  
crop in several years.

N O TE : Data on w hich statem ents are based have been adjusted w hen ever possible to elim inate seasonal influences.
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