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T h e  1971  

F o r e c a s t s  R e v is i t e d  

a n d  a  L o o k  a t  1 9 7 2

by  F re d e r ick  R. S tro b e l  
a n d  

W illiam  D. Toal

" I f  all the econom ists in the w orld  were laid end to end, they w o u ld  never 
reach a co n c lu s io n ." So goes an o ld  saying. In M arch  o f 1971, the 
M o n th ly  R ev iew 1 im plicitly  put this statem ent to the test by exp la in ing the 
w ork in gs and presenting the forecasts of five w e ll-k n ow n  econom etric  m o d e ls .2 
W e  noted at the tim e that despite the vary ing theoretical approaches o f the 
m ode ls (the St. Louis and R C A  m odels take the "m o n e ta r is t"  approach, 
the others are basically  "K eyn esian "), all five tended to agree in their 
overall forecast for 1971.

W h ile  this fact of agreem ent belies the o p e n in g  quote, consensus is 
not the proof of the p udd ing, i.e., the m ob  can be w rong. W h a t  counts is 
whether or not the forecasts turn out to be accurate. A nd , from  the actual data  
show n  in the table, the five m odels, in add ition  to their general agreem ent, 
achieved high m arks for accuracy in m any o f their p redictions for 1971.

A  year ago, our sum m ary description  of these m o de ls ' 1971 forecasts 
w as as fo llow s:

The year 1971 will be one of gradual economic improvement. Real economic 
growth will resume a positive rate, with the economy expanding at 2.5 percent 
to 3.0 percent. Housing (residential investment in the table) should serve 
as a major stimulus to the economy. Price increases will be in the neighborhood 
of 4.0 percent, slowing from 1970's increase of 5.3 percent. However, the 
labor situation is not expected to improve significantly, with the unemployment 
rate expected to remain close to 6.0 percent.

’ F. R. Strobel and W. D. Toal, "Econometric Models: What They Are and What They Say for 1971.” 
JThe five models were: University of Michigan, Data Resources, Wharton, St. Louis Federal 
Reserve Bank, and RCA.

Monthly Review, Vol. LVII, No. 3. Free subscription and additional copies available 
upon request to the Research Department, Federal Reserve Bank of Atlanta, 
Atlanta, Georgia 30303.

M O N TH LY REVIEW

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



Though m issing in some detail, the m odels’ batting 
average for 1971 AS A W HOLE was good.

(Figures in billions of current dollars 
unless otherwise indicated)

Model Average1 Actual

Current G N P ..................... . . . .  1044.5 1046.8
Price Change (Percent,

Annual Rate)2 .................... . . . .  4.0 4.6
Real GNP Growth (Percent,

Annual R a t e ) .................... . . . . 2.8 2.7
C o n s u m p t io n ......................... . . . .  658.6 662.1
Total Investm ent . . . . . . . . 145.7 151.6
B usiness Fixed Investment . . . . 105.1 108.7
Inventory Investment

(Net C h a n g e ) .................... . . . .  4.5 2.2
Residential Investm ent , . . . .  36.0 40.6
Net Exports of Goods and

Services: i .............................. . . . .  4.8 0.0
Unemployment Rate

(P e r c e n t ) .............................. . . . .  5.8 5.9

'Total investment, certain components ot investment, and net
exports were forecasted by neither the St. Louis nor RCA
models. Also, the St. Louis model did not forecast consumption. 
Consequently, the model averages for these components of 
total spending are based on the remaining models.

2Computed as the percent change in the GNP implicit deflator. 
’ Exports minus imports.

Dates of Forecast Release: November and December, 1970. The 
five models were: University of Michigan, Data Resources, 
Wharton, St. Louis Federal Reserve Bank, and RCA.

A  year later a sum m ary description  of the 
econ om y 's actual perform ance in 1971 is as 
fo llow s:

The year 1971 was one of gradual economic 
improvement. Real economic growth resumed 
a positive rate, with the economy expanding at 
2.7 percent. Housing, a major stimulus to the 
economy, advanced by 34 percent to record levels. 
The GNP implicit price deflator advanced by 4.6 
percent and the Consumer Price Index climbed 
by 4.3 percent. The unemployment rate averaged 
5.9 percent for the year, down only slightly from 
December 1970's rate of 6.1 percent.

Clearly, the above paragraph seem s in general 
agreem ent w ith the average forecasts of the 
five m ode ls sum m arized in the previous paragraph. 
A  closer look  indicates, however, that the m odels  
did m iss on som e of the com ponents o f G ross 
National Product (GNP). This is largely because  
events happened, or econ om ic  relationships 
changed, that cou ld  not be foreseen at the time  
the forecasts were made.

Indeed, 1971 w as an unusual year for the 
econom y, conta in ing m any unforeseen de ve lop 
ments on both the dom estic  and the international 
scenes. And, w hen this happens, econom etric  
m odels are m ore likely to m iss their mark. A s  
we stressed in our article last year, a key to 
econom etrics is predictability. W ith  this in m ind, 
let us see w hich  aspects of spending, prices, and

unem ploym ent in 1971 differed from  the 
predictions m ade in late 1970.

A Closer Look

Actually, the forecasts o f two m ajor types of 
expenditures on go o d s  and services— consum ption  
and total investm ent— registered on ly  slightly  
lower scores for accuracy than the overall G N P  
forecast. (Governm ent expenditures, w hile  
considered by the m odels, were not included in 
our d iscussion  of the forecasts, since they were  
determ ined outside each of the five econom etric  
models.) M o re  specifically, consum ption  expend i
tures provided a lift to the econom y that was, in the 
main, forecasted by the m odels. The m odels, h ow 
ever, undershot the am ount of total investm ent 
expenditures by a slightly w ider m argin than c o n 
sum ption. Business fixed investm ent w as on ly  slight
ly stronger than expected; residential investm ent 

w as considerably m ore robust. Thus, the m odels  
fell be low  target in som e sectors that were 
sources of strength in the econom y for 1971, 
particularly in residential building.

Inventory investm ent proved to be a d is
appointm ent in add in g  fuel to the 1971 recovery. 
A ltho ugh  this com p on en t o f investm ent expenditures 

increased, it d id  not show  the strength that the 
m odels anticipated. Lack of op tim ism  on the 
part o f businessm en, apparently, held dow n  the 
actual am ount of inventory investm ent to less than 

50 percent of what the five m odels, on average, 
had forecast.

Net exports also fell far short o f the 
optim ism  contained in the m ode ls ' average fore
cast. W hereas the m odels projected a gradual 
im provem ent in the net export situation during  
the year, p ronounced  deterioration w as the actual 
result. Basic to this w as the uncertainty over 
international m onetary and trade developm ents 
and a p ro lon ged  dock  strike, w hich aggravated  
an already troubled trade balance.

At the sam e time, even though the m odels 
accurately predicted the path of the econ om y  
in 1971 as a w hole, they were less accurate in 
their forecasts o f the quarterly pattern during the 
year. A s the chart indicates, the m ode ls erred, 
particularly in forecasting the rate of inflation for 
ind ividual quarters. The expected s low in g  in the rate 
of price increase forecasted by the m odels in the 
first and second quarters o f 1971 d id  not take place. 
M oreover, real econ om ic  growth, w hich had turned  
out greater than expected in the first quarter, 
slow ed  to a 3.4-percent annual rate in the 
second quarter, short of w hat had been forecast 

by the five m odels. Then, too, the projected  
unem ploym ent rate in the second quarter w as 

slightly be low  the actual rate.
Partially because the econ om y w as not im proving  

as expected, the Adm in istration  drastically changed
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Forecasts were less accurate on developments 
during the year
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increase. W h y ?  W ith  the enactm ent o f the 90-day  
freeze and later price controls, prices in the 
final tw o quarters o f the year increased m uch  
less than the five m o de ls  predicted at year-end  
1970. A s  a result o f u n d ershoo tin g  in the first 

tw o quarters and ove rsh oo tin g  in the final tw o  
quarters, the m ode ls w ere reasonably  accurate  
in the annual price forecast, p red icting  on ly  
a sligh tly  low er rate o f price increase than actually  

occurred.
W h ile  the price freeze and post-freeze  

deve lopm ents had a sharp d a m p e n in g  influence  
on price increases, the N e w  Eco nom ic  Program 's  
effects on real e co n o m ic  grow th  have been less 
certain. It shou ld  be noted, how ever, that 
real e con om ic  grow th  in the fourth quarter 

perked up m ore rap id ly  than had been  
forecasted, and the u ne m p loym e nt rate 
receded slightly— rather than rising slightly  
tow ard the end o f the year as predicted.

The O u t lo o k  for 1972

Last year's agreem ent a m o n g  the five m ode ls  
(and a lo n g  w ith m any other forecasts) sh o w e d  a 
strong d ivergence from  the forecast released by  
the C o u n c il o f E co n om ic  A dv isors. The C ou nc il,  
w hile  recogn iz ing  that " . . .  a considerab le  b o d y  o f  

op in ion  . . . expects the G ro ss N ationa l Product to  
be in the range betw een $1,045 b illion  and $1,050 

billion, . . ." set as a "ta rg e t"  the figure  o f  
$1,065 b illion  for the 1971 G N P .3

The C o u n c il's  O u t lo o k  for 1972. Th is year, the 
C o u n c il seem s to be in c loser agreem ent w ith  m ost 
forecasts, be they econom etric  or judgm ental.
The C o u n c il puts the prospective rise in the 
1972 G N P  at "a b o u t  $100 b illio n ," the increase  
in real output at "a b o u t  6 percent," and an 
increase in prices o f "a ro u n d  3 1/4 percent."4

A cc o rd in g  to the C ou n c il, it a lso  seem s  
likely that, except for investm ent in new  houses, 
every m ajor category o f expenditures w ill rise 
m ore or decline  less than in 1971. Better perform 
ances and increases are likely in inventories, 
exports relative to im ports, Federal G ove rn m e nt  

purchases o f g o o d s  and services, and con su m er  
expenditures. The recent rise in total sales 
du ring a period o f generally  u nchanged  inventories 

w as v iew ed as a p ro pe llin g  factor for future  
inventory increases. The grow th  in output, the 
Job D eve lop m e n t C red it (the 7-percent investm ent 
tax credit), and recent depreciation  liberaliza

tion underlie the projected speedup  o f business

its p o licy  in m id -August. O f  course, the five 
m ode ls d id  not predict the N e w  E conom ic  Program . 
Yet, the five -m ode l annual forecast o f prices cam e  
fairly close to the actual annual rate o f price

“Economic Report of the President, 1971, p. 84. Fiscal 1972 Budget 
projections were also based on a $1,065 billion GNP for the 
calendar year, 1971.

4Econom ic Report of the President, 1972, p. 25.
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investm ent in p lant and equ ipm ent. A s  v iew ed by  
the C ou nc il, con su m er expenditures w ill be 
bolstered by rising earned incom es, tax reduc
tions, larger Socia l Security benefits, and  
greater con fidence  in the future.

The recent realignm ent of w orld  currencies 
is expected to strengthen net exports. The  
Federal budget shou ld  further stim ulate the 
econom y. A  $25.5 -b illion  deficit is projected  
for fiscal year 1973. The fo llo w in g  table, upon  
w hich  Federal budget receipts are estim ated, p ro 
vides further insight into the C o u n c il's  prospects  
for 1972.

Prices and une m p loym e nt are a lso  antic
ipated to m ove  in the desired directions. The  
C ou n c il expects prices to be held in check by  
con tinued  operation  o f the econ om y  at less-than- 
capacity  rates and a lso  by the effects o f the 
price-w age-rent control system. U n e m p loym e n t is 
expected to fall and  be in the n e igh b orh ood  o f  
5 percent by year-end.

W ill these p redictions turn out to be 

accurate? The C ou n c il recogn izes that these 1972 
estimates, like all e con om ic  forecasts, are su b 
ject to a considerab le  m argin  o f p ossib le  error.
It is conce ivab le  that a n um ber o f events n ow  

unforeseen cou ld  change  the e co n o m ic  picture for 
better or worse. For exam ple, the C o u n c il assum es 
in its forecasts that personal sav ing  w ill continue  
at a h igher than norm al rate. Yet, it is possib le  
that consum ers w ill low er their sav ing rate from  

its h istorically  h igh level as the u ne m p loym e nt rate 
declines. Som e  econom ists have attributed m uch  
of last year's consum er conservatism  to concern  

over the h igh u ne m p loym e nt rate. Thus, a low er  

une m p loym e nt rate m ight be se lf-re in forcing by  
s im u ltaneously  b o o stin g  con su m er con fidence  and  
spend ing, thus g iv in g  an added  lift to the econom y.

O n  the other hand, w h ile  the m ost recent C o m -  
m erce -SEC  survey ind icates that businessm en  
intend to increase their p lant and equ ipm ent  
sp e n d in g  by 10.5 percent in 1972, it m ust be 
rem em bered that the level of capacity  utilization  
in m anufacturing is low. Sh ou ld  the e con om y  fail to  
expand at the fourth quarter 1971 rate (close to a

6-percent annual real grow th  rate),will businessm en  

m odify  these investm ent plans? The answ er to these 
and other questions w ill determ ine w hether the 
rise in the e con om y  will be m ore or less than  
predicted.

In short, unforeseen econom ic, political, or  
social changes cou ld  occur in 1972 that w o u ld  alter 
the accuracy o f today 's econ om ic  forecasts, be 
they governm ent, private, econom etric, o r ju d g 
mental. How ever, the five m ode ls that w e looked  
at last year were, in the m ain, on target. M o s t  likely, 
e con om ic  forecasters, in general, w o u ld  be happy  
if they cou ld  consistently  m atch this 1971 fore
casting re c o rd .*

Reprints of the March 1971 article “Econometric 
Models: What They Are and What They Say for 
1971” are still available. For those unfamiliar 
with the concept of econometric model build
ing, this article explains how models are con
structed and how they are used.

Bank 
Announcements
F E B R U A R Y  1, 1972

NORTHSIDE COMMUNITY BANK
St. Petersburg, Florida
Opened for business as a nonmember. Officers: 
Richard C. Johnson, chairman; George Ruppel, 
president; Robert F. Guthrie, vice president and cashier. 
Capital, $400,000; surplus and other capital 
funds, $350,000.

F E B R U A R Y  25, 1972

UNITED NATIONAL BANK OF WESTLAND
Hialeah, Florida
Opened for business. Officers: George E. Stock, 
chairman; Frank Smathers, Jr., vice chairman;
Peter J. Hardiman, president; A. R. Roy, Jr., senior 
vice president; June Daryman, Edward C. Duncan, Jr., 
William D. Duncan, Ralph J. Fairbairn, Edgar H. Nugent, Jr., 
Robert L. Schumann, vice presidents; Hans B. Berggren, 
James D. Grady, Arthur Lewis, assistant vice presidents;
Jose E. Alonso, cashier; Davy L. Garrett, Jr., 
assistant cashier; and Kenneth F. Everly, auditor.
Capital, $600,000; surplus and other capital 
funds, $400,000.

E c o n o m ic  A s s u m p t io n s  in  th e F e d e ra l B u d g e t

(Calendar Years in B illions)

Description
1970
Actual

1971
Estim ate

1972
Estim ate

Gross National 
Product $974.1 $1,047 $1,145

Personal income 803.6 857 924

Corporate profits 
before taxes 75.4 85 99

Source: Office of Management and The Budget
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C o a l :  R o a r in g  A g a in !

by Brian Dittenhafer

"The reports of my death are greatly exaggerated." Thus did Mark Twain lay 
to rest the rumors of his reported demise in Europe. Reports of the death of the 
coal industry in the United States are equally false. After a 20-year hiatus, during 
which it lost major markets in transportation and home heating, coal production 
has rebounded strongly in response to increased demands for coal to fuel 
electric generators. Coal is the largest single source of energy used in 
generating electricity, and the use of electricity has doubled during the past 
ten years.

There was much talk in the past of the importance nuclear power would 
assume in providing for electricity production. Although new and exciting, 
nuclear power for the generation of electricity has not lived up to its 
expectations. Problems of ecology, thermal pollution, and rapidly increasing 
costs have prevented the electricity industry from installing the amount of 
nuclear capacity it had anticipated. The U. S. Bureau of Mines estimates that 
electricity generation will increase by 400 to 500 percent by the year 2000, with 
the largest source of energy continuing to be coal.

Seen Any Coal Lately?

Coal is used to produce half of all the electricity we use in this country, so 
even if you have not seen any coal lately, it provides energy that is important to 
your everyday life. A glance at the map shows that where you live makes a 
great deal of difference in determining how much coal you "use" when you 
consume electricity. In the Southeast1, for example, the proportion of electrical 
energy produced by coal varies from zero in Louisiana to 81 percent in Alabama. 
Transportation costs for coal are high relative to its value at the mine; 
therefore, the cost of using coal increases rapidly as distance from the mine 
increases. Thus, coal provides a larger portion of the electricity for states 
containing coal fields and a lesser portion for those states that do not. Even if 
you live in an area where coal is not used to generate electricity, coal is 
important to you as a raw material and fuel to make the many manufactured 
products we all tend to take for granted. These products have not always been 
at our disposal, and coal has been instrumental in making them a 
part of our lives.

'The terms Southeast and Sixth District are used interchangeably in this article and refer to the 
states of Alabama, Florida, Georgia, Louisiana, Mississippi, and Tennessee.
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Coal is used close to the mine because of high 
transportation costs

% of total e lectrica l energy supplied by coal in 1969
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Since the early days of the industrial revolution, 
when steam power began to replace muscle 
power, industrial growth has depended upon an 
abundant coal supply. Nowhere was this truer 
than in the United States. As industry developed 
and railroads spread throughout the country, the 
need for coal to power industry and provide fuel 
for transportation became enormous. Added to 
these demands was the desire for a cheap, 
efficient source of heat for homes. To meet these 
requirements, the production of coal in the United 
States expanded from 100 million tons in 1880 
to 573 million tons in 1926. The Depression caused 
output to drop to a low of 310 million tons in 
1932. Production continued at this level until 
the demands of World War II led to a major 
increase in output. By 1947, the production of coal 
reached a record high of 630 million tons. From 
this peak, production trended downward, hitting 
its most recent low in 1961—when only 403 million 
tons of bituminous coal were mined. Between 
1961 and 1970, coal production increased by nearly 
50 percent, to a level only slightly below its 
all-time high. The reasons for this steep decline 
and sudden resurgence can be found in the chang
ing markets for coal.

Changing Markets

In 1945, the two largest markets for coal were 
sales to the transportation industry—where coal- 
burning locomotives were hauling most of the 
nation's freight—and retail sales—where coal was 
heating most of the nation's homes. Together, 
these markets accounted for 45 percent of the coal 
sold in this country. Yet, by 1970, these same

markets consumed only 2 percent of a slightly 
smaller volume of domestic production. At present, 
the electric utility industry, which quadrupled its 
purchases of coal between 1945 and 1970, is the 
largest market for coal. But the change in the 
markets for coal was not a smooth one. Between 
1945 and 1961, total consumption of coal in 
transportation and home heating declined by 219 
million tons. Electric utility usage of coal increased 
by only 108 million tons, however, leaving a net 
decline in demand during the 16-year period of 
111 million tons, or 17.6 percent. Since 1961, 
demand from electric utilities has increased enough 
to more than offset other losses. In fact, this 
sector increased so strongly it outran all the 
estimates and forecasts on coal consumption, 
resulting in a critical shortage of coal in 1970.

The coal industry has a history of over-capacity, 
and production has always been able to meet the 
demands of the economy, except when interrupted 
by strikes or some other unforeseen event. During 
the 1960's, coal prices were low and, although the 
growth market was the sale of coal to electric 
utilities, that market was expected to be taken over 
by nuclear power. Coal did not seem to have much 
of a future, and certainly did not seem to be the 
industry in which to invest large amounts of 
capital. For various reasons, nuclear power plants 
were not completed on schedule, and the power 
companies found themselves unable to supply the 
increasing demands for electricity except through 
the use of coal-powered generators. This demand 
quickly absorbed the excess capacity of the coal 
industry, but the needs of the utilities still could 
not be met. The result was a coal shortage in 
1970, which caused coal users to dig deeply into 
their reserves of coal, drawing them down to 
uncomfortably low levels. Since then, the market 
price of coal has soared; production has expanded; 
and stocks have returned to more normal levels.
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Soaring prices reflect increases in demand and 
costs
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The second-largest market for coal is the coke 
industry, accounting for 17 percent of total con
sumption in 1970. Coke is a product of coal 
produced by heating certain grades of coal in sealed 
ovens. In the sealed oven, gases are given off that 
can later be used to make other products. What 
remains is a dull, gray, porous mass called coke, 
consisting largely of fixed carbon—which is vital 
to the production of steel from iron ore. Not all 
coal can be used for coking, so coal that can be 
coked, called metallurgical coal, has a higher 
value per ton than other types.

The volume of coal used in this market depends 
upon the amount of steel produced, and domestic 
steel production has not been strong in recent 
years. In addition, increased efficiency in both 
the coke industry and the steel industry has caused 
a steady decline in the amount of coal needed 
to produce a ton of steel. These effects combine 
to forestall significant expansion of this market 
in the United States. However, exports of metal
lurgical coal have become increasingly important, 
since foreign steel production has expanded.

In addition to providing energy, coal is vital 
to the process of producing steel from iron ore, 
and, therefore, is vital to the Sixth District's 
primary metals industry. Indeed, coal is so 
important to the steel industry that the District's 
largest mine is owned by a steel corporation. It 
produces nearly 10 percent of the coal mined in the 
Southeast. The existence of a primary metals 
industry in Alabama is dependent upon the 
coincident occurrence of metallurgical coal and

iron ore. Therefore, besides the 7,000 workers 
employed directly in the coal industry in the Sixth 
District, coal makes a contribution to the employ
ment of 45,000 other District workers who hold 
jobs in primary metals.

Coal is mined in only two Sixth District states: 
Alabama and Tennessee. Alabama produced 20.5 
million tons of coal valued at $166 million in 
1970, whereas Tennessee produced 8.2 million 
tons worth $40.4 million. These two states, which 
rank eighth and ninth in national production, 
accounted for more than 4 percent of the coal 
mined in the United States in 1970. Much of the 
coal mined in Alabama is of the special quality 
used in making coke, and it has a high value per 
ton. The average value of coal at the mine in the 
United States in 1970 was $6.26 per ton, but in 
Alabama the value was $8.09. Most of Tennessee's 
coal is burned to generate electricity and had 
a value of only $4.90 per ton in the same year.

The local impact of the industry is, of course, 
much greater than its impact on the entire District 
or even on a single state. In Alabama, two-thirds 
of the coal is mined in Walker and Jefferson 
Counties, and about the same proportion of the
5,000 people employed in coal mining in the state 
are concentrated in these two counties. Much the 
same situation prevails in Tennessee. In that state, 
over 50 percent of the coal is mined in Anderson, 
Campbell, and Claiborne Counties, and slightly 
less than half of Tennessee's 2,000 coal industry 
workers are concentrated in that three-county area. 
Coal mining is a relatively highly paid occupation 
and, therefore, contributes more income to an 
area than is indicated by employment figures.
For example, in August 1971, just before the wage 
freeze, average hourly earnings in the coal industry 
were $4.76, while those in all manufacturing were 
$3.56 per hour.

C h a n g in g  P roduction

Despite the high pay, the image of coal as a dying 
industry comes complete with pictures of poor 
mining families and breadwinners unemployed 
for long periods of time. Mining employment de
clines have indeed been sharp, but since 1967 
employment has been relatively stable. Although 
production increased substantially, fewer men are 
employed today than in 1961. A glance at the next 
chart shows the tremendous effect of increased 
productivity that has taken place during the past 
ten years. The reasons for the growth in productivity 
are not hard to find, since new machines have been 
developed for the industry, giving each miner 
more and better equipment with which to work. 
Perhaps the increased use of the strip mining 
method—an extremely low cost way to mine coal— 
has had an even more powerful effect on the 
growth in productivity.
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M i l l i o n s  o f  t o n s
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each producing more coal per day T o n s  p e r
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Coal is mined by two principal methods: under
ground mining and strip mining. Underground 
mining essentially involves digging a tunnel or 
sinking a shaft into the ground and ripping the 
coal from the earth. This is the method most of us 
picture when we think of coal mining operations, 
and it is the method that accounted for just over 
half of total U. S. coal output in 1970. Mining 
coal in this manner is dangerous, but the new 
Mine Health and Safety Act of 1969 was designed 
to put strict regulation on underground mines, 
with the aim of improving the safety record of the

industry. There have been many improvements 
in the machines used in underground mining, but 
it is still the highest cost method of mining coal. 
According to mine operators, the new safety act 
is making underground mining even more expensive 
and causing the closing of many small mines in 
which new equipment cannot be economically 
installed.

About 40 percent of the coal produced in the 
U. S. is strip mined, and the proportion of coal 
mined by this method is steadily increasing. Within 
the Sixth District, more than half the coal is mined 
by this method, which involves removing or 
stripping the earth and rock that lie over the 
coal, exposing the coal seam. This is accomplished 
by using the largest machines ever to move on 
land, "walking" draglines and power shovels. After 
the seam is exposed and the coal blasted loose, 
it is loaded onto trucks or rail cars for transporta
tion and further processing. This method of mining 
has several advantages. First, it is the cheapest 
method of mining coal because more tons per 
man-day can be mined than in underground 
mining. Second, coal seams which are too thin to 
be mined by the underground method can be 
successfully strip mined, thereby increasing the 
amount of recoverable reserves of coal. The 
obvious disadvantage is the destruction of the 
countryside that occurs in the process. Industry and 
government are now working to ensure the recla
mation of mined areas and to minimize the 
damage to nature.

C h a n g in g  Structure

Historically, coal has been an industry of many 
small operators, each having the ability to expand 
his operations without much notice or fanfare. 
Nationally, and in the Sixth District, this pattern 
is changing. Increased requirements for very 
expensive capital equipment and the requirements 
of the new Mine Safety Act have combined to 
accelerate a trend toward consolidation in the 
industry. With the economies offered by large- 
scale operations, further consolidation and con
centration is more, rather than less, likely. In 
addition to concentration, the capital needs of the 
industry have caused the acquisition of several 
large producers by noncoal interests. For example, 
between 1965 and 1969, companies with oil as 
their primary product acquired ownership of more 
than 17 percent of the productive capacity of the 
coal industry.

One reason why oil companies are interested 
in coal production is because of the possibility that 
petroleum products, such as gasoline, fuel oil, and 
pipeline natural gas, will one day be produced 
from coal. Research into this type of conversion 
has been going on for at least 20 years without 
noticeable commercial success. With shortages

FEDERA L RESERVE BANK O F  ATLANTA
4 5

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



predicted in natural gas and petroleum supplies, 
however, some coal operators see conversion of 
coal to petroleum products opening a huge future 
market for coal, with that future not many years 
away.

M arke tin g  A rrangem ents

There are several methods of marketing coal and 
the importance of each is changing as the industry 
changes. The mine operator may sell his coal 
directly in the open or "spot" market or, more 
likely, to a broker. The broker typically buys coal 
from many small mines in order to fulfill a larger 
contract or contracts. This method of marketing 
is used primarily by small operators and is 
gradually dying out as the number of small operators 
declines. Coal is also sold under long-term contract, 
with a provision for the coal to be sold on a 
cost-plus-profit basis. This type of contract is usually 
entered into by a large electric company or steel 
company that has known and anticipated needs for 
large amounts of coal. The arrangement provides 
some security of operation for both mine operator 
and coal user, since a known quantity of coal will 
be delivered and sold. Thirdly, coal is sold to a 
parent company by what is known as a captive 
mine. The coal from such a mine is not sold on 
the market at all but moves from the mine to 
its end-use without change of ownership. This 
method of "marketing" coal is used primarily 
by utility and steel companies that have large 
anticipated needs for coal and can therefore justify 
the expense of running their own mine.

F inancing

Capital equipment costs are extremely high, with 
the capital needed to get into even the very smallest 
strip mining operation ranging upward from 
$250,000. For example, the large "walking" dragline, 
only a part of the equipment needed to operate 
a large strip mine, characteristically costs several 
million dollars. District banks provide working 
capital for mine operators, much as they would 
for any other business, and they may participate 
in and help to arrange loans with other institutions 
to finance capital equipment. However, most of 
the financing of equipment is usually made through 
equipment dealers themselves, tapping national 
rather than local capital markets.

C o a l Exports

The United States is the largest coal-exporting 
nation in the world. It will probably remain so 
in the foreseeable future, since more than two- 
fifths of the world's known reserves are located 
in this country. In 1970, the export market absorbed 
70 million tons of coal, about 12 percent of U. S.

The U. S. export market remains erratic
%  of total production

i i i i i i i i i i i i i i i i i i i i i i i i i i o
’4 5  ’5 0  ’ 5 5  ’6 0  ’6 5  ’7 0

production. Exports, however, have proved to be 
very volatile. In the postwar era, their volume 
has varied, largely according to the vagaries of 
international oil supply. In the late Sixties, a more 
constant demand for U. S. coal was recognized 
when Western Europe and Japan began buying 
metallurgical quality coal in large quantities. About 
two-thirds of the coal exported from the United 
States is used by the importing countries to produce 
coke. In the future, therefore, it is likely that the 
trend in exports of coal will depend more upon 
production of and demand for steel than upon 
international oil supplies.

Canada lost her historical position as the largest 
foreign market for U. S. coal in 1969, when Japan 
imported more than 21 million tons of coal from 
the United States, 5 million tons more than Canada. 
Exports in 1970 reached their highest level since 
the Suez Crisis in 1956-57, but fell off in 1971, as 
recessionary business conditions in Europe and 
Japan lessened demands for metallurgical coal.
U. S. exports of coal to countries outside North 
America were 25 percent below 1970 levels, while 
shipments to Canada and Mexico were only slightly 
below their year-ago level.

In the Sixth District, exports have expanded 
even more rapidly than in the nation. In 1970, about 
687 thousand tons of coal were shipped through 
the Port of Mobile, using the Alabama State Dock 
facilities. In the twelve-month period ending 
October 31,1971, the Alabama State Docks handled 
more than one million tons of coal through their 
facilities, an increase of 63 percent in only one 
year. It is estimated that 95 percent of this coal 
came to the Port of Mobile by barge from the 
Birmingham area. In the Port itself, there are 
handling facilities to transfer the coal directly from 
barge to the overseas vessel.

Plans are under way to export 1.25 million tons 
of Alabama coal per year through the Port of 
Pascagoula, Mississippi. This facility is scheduled 
for opening in 1974. Plans also call for the Port 
of Mobile to spend $15 million on coal handling
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facilities to acquire the capability of shipping
4,000 tons per hour by 1976. This would allow the 
Port of Mobile to handle 5 million tons of coal 
in 1976.

These plans for expansion in port facilities 
are only necessary because of expected expansion 
of foreign demand. At least one Alabama company 
has a long-term contract to sell large amounts of 
coal overseas, and similar contracts have been 
talked about with other companies. The market 
for high-value, metallurgical coal—which makes 
up most of Alabama's export production—is not 
as strong as in 1971 because of cutbacks in steel 
production in coal-importing countries. These 
cutbacks will probably be temporary, however, 
and the long-term outlook is for continued expan
sion in exports.

C o a l's  Future

The standard of living to which we have all grown 
accustomed in the United States demands 
tremendous inputs of energy: energy to power 
our cars, to heat our homes, to wash our dishes, 
and to do the multitude of other chores that we 
have come to expect machines to perform for us. 
The United States doubled its consumption of 
energy between 1960 and 1970 and reliable 
authorities predict that we will use half again as 
much in 1980. In the face of this tremendous 
demand for energy, how is the United States fixed 
for energy reserves?

To answer that question, we need to look at our 
present energy sources. In 1969, fuels provided 95 
percent of all the energy used in this country, 
including energy used to power automobiles. Coal 
provided 20 percent; oil, 43 percent; and natural 
gas, 32 percent of the total amount of energy used. 
Electricity generated by water power provided 
another 4 percent of the total, and nuclear power 
accounted for the rest—about 0.2 percent in 1969.

This pattern of energy usage is likely to change 
in the future. Athough providing only one-fifth of 
the total energy used, coal makes up four-fifths 
of the total energy reserves of the United States.
If all of our anticipated energy requirements 
between 1970 and the year 2000 were supplied by 
oil, it would require 590 billion barrels of crude 
oil. That's about 17 percent more oil than we ever 
have reason to expect to find in the United States. 
If all that energy were supplied by coal, it would 
require the equivalent of 170 billion tons of 
bituminous coal, which is slightly less than 11 
percent of the coal reserves already explored and 
mapped. No fuel except coal can currently claim to 
have enough known reserves to supply our 
anticipated energy needs until the year 2000. This 
includes uranium, which at present levels of 
technology has less than one percent of the proved 
recoverable energy resources in the United States.

If we continue to use coal at 1970 levels of usage, 
we have known recoverable reserves of coal for 
the next 1,000 years.

In mid-1970, the U. S. Bureau of Mines estimated 
that by the year 2000 the United States will 
annually consume at least twice, and perhaps 
four times, as much coal as was used in 1970.
Exactly how much we will use will depend pri
marily upon how much coal is converted into 
petroleum and natural gas. The median estimate 
is that we will need 1,975 million tons of coal in 
2000, or three times as much as we mined in 1970.

It would seem, then, that the future of coal is 
assured—but is it? As was mentioned above, a large 
part of the coal produced in the United States 
is mined by strip methods. Strip mining leaves 
ugly scars on the countryside if the mines are not 
properly reclaimed. If society wishes to have 
its wilderness areas restored to something approach
ing their natural beauty, it will be required to 
pay for this in the form of higher prices for coal. 
Many states now require strip mine operators to 
post bond, certifying that they will reclaim the 
land after it has been mined. Close to home, the 
Tennessee Valley Authority, which buys more than 
half the coal produced in Tennessee, is making 
changes in its coal purchase procedures in an 
attempt to require that strip miners reclaim the 
land they have mined.

A second major problem that must be solved 
is that of sulphur dioxide pollution. It is now 
possible to remove most of the soot and fly ash 
from the emissions of coal burning plants, but the 
removal of sulphur dioxide has proved to be 
difficult. One method of sulphur abatement is 
to burn only fuel low in sulphur content, thus 
reducing the amount of sulphur available to react 
with oxygen and, thus, form sulphur dioxide. Some 
cities now require that fuels burned in their 
jurisdiction be low in sulphur. This requirement 
has resulted in some low sulphur Alabama coal 
being transported to new markets in the Midwest. 
But there is not enough low sulphur coal to meet 
our energy needs, so the solution lies in finding 
a method of removing the sulphur after the coal is 
burned. According to utility industry sources, 
there is still some question about the effectiveness 
of the sulphur abatement equipment offered on 
the commercial market.

Coal's future is one of high potential, but it also 
holds some unsolved problems. Coal has huge 
amounts of energy reserves that will be called 
upon to supply the United States with energy in 
the future. However, it must find ways to erase 
its image as a despoiler of the land and, in coopera
tion with government and other industries, must 
find ways to solve the air pollution problem. We 
can have both a high energy-using country and a 
clean environment; the problem lies in finding 
the technology. ■
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BANKING STATISTICS
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BUSINESS LENDING AT DISTRICT BANKS: STRENGTHENING

The long-aw aited  strengthen ing o f business loan  
dem and  at large com m ercia l banks in the Sixth 
Federal Reserve D istrict appears to have begun. 
S izable  ga ins in business loans w ere recorded in 
Decem ber, even after a llo w in g  for the strong in 
crease that is norm al at that tim e o f the year. 
G row th  con tinued  th roughout January and the 
first half o f February o f this year, periods that are 
norm ally  associated  w ith seasonal declines in bu si
ness loans. This strength is not yet overw helm ing, 
how ever, and m ay be partly attributable to special 
factors.

The rejuvenated grow th  in business lend in g  d id  
not take p lace at all large com m ercia l banks, nor 
d id  all categories o f business loans strengthen. 
Figures from  23 large banks that report their loans 

by borrow er's type o f business sh o w e d  that in 
creased b o rro w in g  by m ajor durab le  go o d s  m anu 
facturers and by firm s invo lved in textile, apparel, 
or leather p roduction  accounted  for the majority  
o f the do lla r business lend ing grow th  at these 
banks.

This turnaround is a w e lcom ed  sw itch from  the 
w eakness in business loans du ring  1970 and 1971. 
Even though  business lend in g  at 32 large banks in
1971 w as up 5 percent over the 1970 level— a 
year w ith virtually no grow th— the gain  w as on ly  

half as great as the advances m ade in 1968 or 1969.
Business lend in g  in 1971, a year o f eco n o m ic  re

covery, d id  not fo llo w  the usual post-recession  
grow th  pattern. In the three recovery periods fo l
lo w in g  the eco n o m ic  dow nturns o f 1957-58, 1960- 
61, and 1966-67, business lend in g  w as decided ly  
stronger du rin g  the second  six m onths o f  recovery  
than du ring  the first six m onths. Just the reverse 
happened  du ring  the 1971 recovery period. G row th  
in the first half (up 3 percent) w as stronger than 
that o f the second  half (up 2 percent).

W h ile  business bo rro w in g  activity (as m easured  
against ga ins du ring previous nonrecessionary years) 
w as generally  w eak in 1971, the greatest im pact o f 
the slum p  w as on  lend in g  to n ondurab le  go o d s  
m anufacturing firm s and construction  firms. A t  the 
23 large banks, loans to n ondurab le  go o d s  m an u 
facturing firm s declined $42 m illion, contrasting  
sharply w ith the $20-m illion  increase in 1970. Loans 
to construction  firm s declined  $14 m illion  further 
in 1971, after fa lling  $28 m illion  in 1970.

The m ildness o f the eco n o m ic  recovery w as an 

underly ing factor beh ind  last year's s lo w  business 
loan dem and. Business d id  not receive the sam e

B U S IN ES S  LOANS

Change From Previous Year

23 Large Banks (Million $)
1971 1970 1969

Durable goods mfg. -  4 + 6 +31
Nondurable goods mfg. - 4 2 +20 +58
Mining + 1 -  8 +14
W holesale and Retail Trade - 1 0 + 9 +29
Transp., Comm., & P. U. +  17 - 1 9 +43
Construction - 1 4 - 2 8 + 19
Services +23 + 6 +86

strong stim ulation  to expand production  and re
bu ild  or expand inventories that it has received  
du ring  other recovery periods. M oreover, m any  

corporations experiencing increased sales w ere able  
to satisfy their needs for w ork in g  capital through  
internally generated funds. Thus, on ly  light d e 
m ands for w ork in g  capital developed.

S lu gg ish  sp en d in g  for new  and expanded m an u 
facturing facilities in the D istrict suppressed still 
further the rise in the dem and  for funds from  banks. 
A n n ou n ce m en ts o f such investm ents in 1971 w ere  
w ell b e low  1970 levels.

C on tinu e d  heavy use by corporations o f  lo n g 
term n on bank  financ ing— sales o f stocks and  
bo n d s— also contributed to the w eakness in bu si
ness loan dem and. Som e  corporations used p or
tions o f funds received from  the sale o f long-term  
debt to repay their short-term  bank  business loans.

Faced w ith w eak loan dem and  and plentiful 
funds, bankers in this District, as in other regions, 
reduced their prim e rate from  a h igh  o f 8V2 per
cent in 1970 to less than 5 percent by early 1972. 
A t the sam e time, n onprim e custom ers a lso  received  
reductions in their loan charges.

This recent renewal o f business loan grow th  
shou ld  con tinue  and strengthen if businessm en  d e 
cide to rebuild inventories that have been reduced  
by the increased grow th  in sales and orders du r
ing the last cou p le  o f m onths. A n  im proved  profit 
position  and the tax credit on  new  investm ents are 
expected to help speed up plant and equ ipm ent  
spend ing, and, if that materializes, shou ld  a lso  
help increase dem ands for bank  credit. But if bu si
nessm en con tinue  to fo llo w  conservative inven
tory po lic ie s and rely heavily on  n onbank  and in
ternal financing, dem and s for bank  credit are u n 
likely to rise spectacularly  in the near future.

JOSEPH E. ROSSMAN, JR.
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1 3 7
1 6 9

91
1 1 9
2 5 8222
1 7 7
2 5 7
2 6 7
2 0 4
1 6 1
2 8 2
3 0 0
1 8 9
1 8 1
1 7 4
1 9 8
2 5 1
3 8 4
6 3 5
3 9 2

1 7 1
1 5 7

1 5 6
1 4 1
1 7 4

1 4 3
1 3 5

1 0 7  
1 0 6
1 0 8  
1 1 6

1 4 0  
1 2 3
1 41  
1 2 6

4 4 2
3 6 4

112
1 0 6
1 0 8
1 0 3
1 0 4
1 0 5  
1 0 7
1 1 4
1 0 6  
1 0 4  101 
1 0 6  
1 0 3  112 
1 6 2  
1 0 3
1 1 5  110 
1 1 4  112 120 
1 1 8  101 122

1 9 5
2 3 6
1 5 5
1 6 886120
2 5 8222
1 7 6
2 5 7
2 6 9
2 0 5
1 6 1
2 6 7
3 0 2
1 9 3
1 8 1
1 7 4
1 9 5
2 5 0
4 0 1
6 3 5
3 9 8

1 6 6
1 5 1

1 5 3
1 3 5
1 7 4

1 3 9
1 2 9

1 0 6
1 0 6
1 0 6
1 0 4

1 3 7
1 1 6
1 0 5
1 1 6

4 1 1
3 4 7

1 1 3
1 0 6
1 0 7  102 
1 0 4  
1 0 4
1 0 8  
1 1 5  
1 0 6  
1 0 4  101 
1 0 6  
1 0 3  
1 1 3  
1 6 2  101 
1 1 5  110
1 1 3
1 1 4  120 
1 1 8  102 122

2.6
4 1 .0200
2 2 9
1 71
1 6 886121
2 5 8220
1 7 5
2 5 5
2 6 6202
1 5 9
2 5 7
3 0 4
1 91
1 7 9
1 7 5
1 9 9
2 4 9
4 0 5
6 3 8
4 0 0

1 6 3
1 4 8

1 5 2
1 3 4
1 7 4

1 3 7102

1 0 6
1 0 6
1 0 6
1 0 4

O n e
Y e a r
A g o

1 3 2
1 0 6112
141

3 4 1
3 3 8

112
1 0 6
1 0 8
1 0 5
1 0 4
1 0 3  110
1 1 5
1 0 6
1 0 5  101 
1 0 7
1 0 6  112 
1 6 0
1 0 4  
1 1 4  
1 1 4  
1 1 3  
1 1 3  
1 1 8
1 1 6  102 
1 1 9

3 .0
4 0 .7

1 2 7
1 2 7
1 2 6
1 6 4  

9 0
1 3 2
2 4 5  210 
1 6 9  
2 3 6
2 6 5  
1 9 9
1 6 5
2 6 6  
2 8 6  
1 6 8  
1 8 2  
1 7 2  
2 0 9
2 4 6  
3 5 3  
6 2 7  
3 4 6

1 4 6
1 3 3

1 3 5
1 2 4
1 4 5

1 3 2121

1 0 7
1 0 8  
1 0 6  101

L a t e s t  M o n th

U n e m p l o y m e n t  R a te
( P e r c e n t  o f  W o rk  F o r c e ) ........................ J a n .  5 .2

A v g . W e e k ly  H rs .  in  M fg . ( H r s . )  . . . J a n .  4 1 .0

F IN A N C E  A N D  B A N K IN G

M e m b e r  B a n k  L o a n s .................................... J a n .  1 6 6
M e m b e r  B a n k  D e p o s i t s .............................. J a n .  1 5 1
B a n k  D e b i t s * * ......................................................J a n .  1 6 9

F L O R ID A

IN C O M E

M a n u f a c t u r i n g  P a y r o l l s .............................. J a n .  1 4 5
F a r m  C a s h  R e c e i p t s ....................................D e c .  1 5 1

E M P L O Y M E N T

N o n f a r m  E m p l o y m e n t ...................................J a n .  1 2 2
M a n u f a c t u r i n g ................................................ J a n .  1 0 9
N o n m a n u f a c t u r i n g  .................................... J a n .  1 2 5

C o n s t r u c t i o n  ...............................................J a n .  1 3 3
F a r m  E m p l o y m e n t ...............................................J a n .  9 8
U n e m p l o y m e n t  R a te

( P e r c e n t  o f  W o rk  F o r c e )  . . . .  J a n .  3 .9
A v g . W e e k ly  H rs .  in  M fg . ( H r s . )  . . . J a n .  4 1 .2

F IN A N C E  A N D  B A N K IN G

M e m b e r  B a n k  L o a n s .................................... J a n .  1 8 8
M e m b e r  B a n k  D e p o s i t s .............................. J a n .  1 7 5
B a n k  D e b i t s * * ......................................................J a n .  1 9 4

G E O R G IA

IN C O M E

M a n u f a c t u r i n g  P a y r o l l s .............................. J a n .  1 4 0
F a r m  C a s h  R e c e i p t s ....................................D e c .  1 3 6

E M P L O Y M E N T

N o n f a r m  E m p l o y m e n t ...................................J a n .  1 1 3
M a n u f a c t u r i n g ................................................ J a n .  1 0 4
N o n m a n u f a c t u r i n g  .................................... J a n .  1 1 8

C o n s t r u c t i o n .............................................. J a n .  1 1 5
F a r m  E m p l o y m e n t .............................................. J a n .  9 3
U n e m p l o y m e n t  R a te

( P e r c e n t  o f  W o rk  F o r c e )  . . . .  J a n .  3 .7
A v g . W e e k ly  H rs .  in  M fg . ( H r s . )  . . . J a n .  4 1 .2

F IN A N C E  A N D  B A N K IN G

M e m b e r  B a n k  L o a n s ....................................J a n .  1 6 4
M e m b e r  B a n k  D e p o s i t s .............................. J a n .  1 4 1
B a n k  D e b i t s * * ......................................................J a n .  1 8 2

L O U IS IA N A

IN C O M E

M a n u f a c t u r i n g  P a y r o l l s ..............................J a n .  1 3 4
F a r m  C a s h  R e c e i p t s  ■ ....................................D e c . 1 0 9

E M P L O Y M E N T

N o n f a r m  E m p l o y m e n t ...................................J a n .  1 0 7
M a n u f a c t u r i n g ................................................ J a n .  1 0 3
N o n m a n u f a c t u r i n g  .................................... J a n .  1 0 8

C o n s t r u c t i o n  .............................................. J a n .  9 5
F a r m  E m p l o y m e n t .............................................. J a n .  8 5
U n e m p l o y m e n t  R a te

( P e r c e n t  o f  W o rk  F o r c e )  . . . .  J a n .  6 .0
A v g . W e e k ly  H r s .  in  M fg . ( H r s . )  . . . J a n .  4 2 .9

F IN A N C E  A N D  B A N K IN G

M e m b e r  B a n k  L o a n s * .................................... J a n .  1 5 2
M e m b e r  B a n k  D e p o s i t s *  . . .  . J a n .  1 4 7
B a n k  D e b i t s * / * * ................................................ J a n .  1 4 1

M I S S IS S I P P I

IN C O M E

M a n u f a c t u r i n g  P a y r o l l s ..............................J a n .  1 5 2
F a r m  C a s h  R e c e i p t s .................................... D e c .  1 3 5

E M P L O Y M E N T

N o n f a r m  E m p l o y m e n t ...................................J a n .  1 1 2
M a n u f a c t u r i n g  ................................................ J a n .  1 1 4
N o n m a n u f a c t u r i n g  .................................... J a n .  I l l

C o n s t r u c t i o n  ...............................................J a n .  1 1 0
F a r m  E m p l o y m e n t .......................................... J a n .  9 8

O n e  T w o  
M o n th  M o n th s  

A g o  A g o

1 6 3
1 4 7
1 5 8

1 3 8
1 3 5

121
1 0 7
1 2 4
1 2 7

3 .5
4 0 .8

1 8 2
1 7 2
1 9 6

1 4 1
1 1 4

112
1 0 3
1 1 6111

1 5 6
1 3 7
1 8 2

1 2 8
1 2 6

1 4 9  
1 4 4
1 5 0

1 4 9111

111
1 1 3110101

1 6 2
1 4 9
1 5 9

1 3 6
1 7 7

122
1 0 8
1 2 4
1 2 9

1 7 7
1 7 0
1 9 7

1 3 8
1 0 8

112
1 0 3
1 1 6110

1 5 2
1 3 6
1 8 1

1 2 9120

6.8
4 2 .3

1 4 7
1 4 4
1 4 6

1 4 8
9 5

111112110102

O n e
Y e a r
A g o

4 .9
4 0 .6

1 4 1
1 3 1
1 3 1

1 4 0
1 1 7

1 1 9
1 0 9121
1 3 2

9 7

3 .9
4 1 .0

1 6 0
1 5 1
1 5 7

1 2 7
1 1 7

112
1 0 3
1 1 6110

8 7

4 .0
4 0 .4

1 3 8
1 2 3
1 5 3

1 2 7
9 9

1 0 6102
1 0 7

9 3
8 5

6 .5
4 2 .4

1 3 3
1 2 6
1 3 1

1 3 5
1 0 3

110110111
1 1 6

9 8
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U n e m p l o y m e n t  R a te
( P e r c e n t  o f  W o rk  F o r c e )  

A v g . W e e k ly  H r s .  in  M fg . ( H r s . )

F IN A N C E  A N D  B A N K IN G  

M e m b e r  B a n k  L o a n s *  
M e m b e r  B a n k  D e p o s i t s *  
B a n k  D e b i t s * /* *  . . .

L a t e s t  M o n th

1 7 5
1 5 2
1 6 6

O n e  T w o  
M o n th  M o n th s  

A g o  A g o

T E N N E S S E E

IN C O M E

M a n u f a c t u r i n g  P a y r o l l s  
F a r m  C a s h  R e c e i p t s

J a n .
D e c .

1 4 2
1 0 9

1 6 8
1 4 9
1 5 8

1 4 4
1 7 0

1 7 0
1 4 9
1 6 7

1 3 9
1 0 4

O n e
Y e a r

1 5 3
1 3 6
1 3 9

1 3 4102

L a t e s t  M o n th

E M P L O Y M E N T

N o n f a r m  E m p l o y m e n t .................................. J a n .  1 1 3
M a n u f a c t u r i n g  ................................................J a n .  1 0 8
N o n m a n u f a c t u r i n g  ....................................J a n .  1 1 6

C o n s t r u c t i o n .............................................. J a n .  1 3 7
F a r m  E m p l o y m e n t ..........................................J a n .  9 4
U n e m p l o y m e n t  R a te

( P e r c e n t  o f  W o rk  F o r c e )  . . . .  J a n .  3 .8
A v g . W e e k ly  H r s .  in  M fg . ( H r s . )  . . . J a n .  4 0 .9

F IN A N C E  A N D  B A N K IN G

M e m b e r  B a n k  L o a n s * ....................................J a n .  1 6 8
M e m b e r  B a n k  D e p o s i t s * ..............................J a n .  1 4 7
B a n k  D e b i t s * / * * ................................................J a n .  1 5 4

O n e  T w o  O n e  
M o n th  M o n th s  Y e a r  

A g o  A g o  A g o

112
1 0 8
1 1 5
1 1 8

112
1 0 7
1 1 5
1 1 5

112
1 0 8
1 1 5
1 2 3

4 .5
4 0 .5

1 6 3  1 6 2  1 4 4  
1 4 6  1 4 5  1 3 0  
1 5 4  1 5 9  1 3 4

* F o r  S i x t h  D i s t r i c t  a r e a  o n ly ;  o t h e r  t o t a l s  f o r  e n t i r e  s ix  s t a t e s  * * D a i ly  a v e r a g e  b a s i s  f P r e l i m i n a r y  d a t a  r -R e v i s e d  N .A . N o t a v a i l a b l e

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

S o u r c e s :  M a n u f a c t u r i n g  p r o d u c t i o n  e s t i m a t e d  b y  t h i s  B a n k ;  n o n f a r m ,  m f g .  a n d  n o n m f g .  e m p . ,  m fg .  p a y r o l l s  a n d  h o u r s ,  a n d  u n e m p . ,  U .S . D e p t ,  o f  L a b o r  a n d  c o o p e r a t i n g  
s t a t e  a g e n c i e s ;  c o t t o n  c o n s u m p t i o n ,  U .S . B u r e a u  o f  C e n s u s ;  c o n s t r u c t i o n  c o n t r a c t s ,  F . W . D o d g e  D iv ., M c G ra w -H ill  I n f o r m a t i o n  S y s t e m s  C o .; p e t r o l ,  p r o d . ,  U .S . B u r e a u  o f  
M in e s ;  i n d u s t r i a l  u s e  o f  e l e c .  p o w e r .  F e d .  P o w e r  C o m m .;  f a r m  c a s h  r e c e i p t s  a n d  f a r m  e m p . ,  U .S .D .A . O th e r  i n d e x e s  b a s e d  o n  d a t a  c o l l e c t e d  b y  t h i s  B a n k .  A ll i n d e x e s  
c a l c u l a t e d  b y  t h i s  B a n k .

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

( I n  T h o u s a n d s  o f  D o l l a r s )
P e r c e n t  C h a n g e

J a n .  1 9 7 2  f ro m

J a n .
1 9 7 2

D e c .
1 9 7 1

J a n .
1 9 7 1

D e c .
1 9 7 1

S T A N D A R D  M E T R O P O L IT A N  
S T A T IS T IC A L  A R E A S 3

F t . L a u d e r d a l e -
H o l ly w o o d  . . . .  1 ,6 4 9 ,4 2 9  1 ,5 6 4 ,5 0 6

J a c k s o n v i l l e  . . . .  2 ,5 4 9 ,2 7 4  2 ,7 8 6 ,2 7 8
M i a m i ....................................  5 ,3 2 3 ,5 3 3  5 ,4 0 7 ,1 9 2 r
O r l a n d o  ..............................  1 ,1 1 8 ,5 6 7  1 ,2 2 4 ,9 2 5
P e n s a c o l a  ........................  3 6 7 ,6 1 1  3 9 3 ,6 7 5
T a l l a h a s s e e ........................  5 3 7 ,1 8 5  5 0 2 ,7 4 2
T a m p a - S t .  P e t e .  . . 3 ,0 5 5 ,6 2 7  3 ,1 1 6 ,2 6 9
W . P a lm  B e a c h  . . . 9 0 4 ,0 0 4  8 7 6 ,0 0 9

A l b a n y ....................................  1 5 6 ,4 6 2  1 6 0 ,2 4 6
A t l a n t a  .............................. 9 ,5 3 7 ,0 0 8  1 0 ,7 0 4 ,7 8 0
A u g u s t a  .............................. 3 8 8 ,3 7 6  4 4 0 ,4 8 4
C o l u m b u s  ........................  3 5 0 ,8 4 0  3 9 1 ,9 7 2
M a c o n ....................................  4 3 0 ,8 6 8  4 4 7 ,5 4 9
S a v a n n a h  ........................ 4 1 8 ,1 7 0  4 6 3 ,5 5 0 r

B a t o n  R o u g e  . . . .  1 ,0 1 1 ,8 0 7  9 7 5 ,8 0 1
L a f a y e t t e .............................. 2 0 5 ,7 8 9  2 1 2 ,6 9 2
L a k e  C h a r l e s  . . . .  2 0 9 ,8 0 8  2 0 6 ,5 8 0
N e w  O r l e a n s  . . . .  3 ,2 2 2 ,7 3 6  3 ,6 8 8 ,7 3 2

B i lo x i  —G u l f p o r t  
J a c k s o n  . . .

2 0 3 ,3 9 8
1 ,0 0 9 ,0 0 9

1 9 0 ,0 1 3
1 ,0 9 3 ,2 2 6

C h a t t a n o o g a  . . . .  1 ,0 3 8 ,2 7 2  1 ,1 0 1 ,4 8 5
K n o x v i l l e ..............................  6 8 4 ,1 9 7  7 7 9 ,7 9 8
N a s h v i l l e ..............................  2 ,3 9 0 ,7 1 4  2 ,5 7 5 ,6 2 4

O T H E R  C E N T E R S

A n n i s t o n ..............................  8 8 ,9 1 7  9 5 ,3 9 1
D o t h a n .................................... 1 1 5 ,9 2 9  1 2 4 ,6 4 7
S e l m a .................................... 5 8 ,8 0 6  6 9 ,2 8 2

B a r t o w ....................................  4 5 ,8 7 4  4 4 ,0 2 5
B r a d e n t o n  ........................  1 3 1 ,4 0 3  1 4 2 ,7 8 1
B r e v a r d  C o u n t y  . . . 2 3 9 ,6 2 4  2 8 6 ,8 5 7 r
D a y t o n a  B e a c h  . . . 1 5 0 ,4 9 4  1 3 3 ,6 8 1  
F t .  M y e r s —

N . F t .  M y e r s  . . . 1 8 5 ,8 3 1  1 9 0 ,0 2 5

1 ,3 0 0 ,2 4 8
1 ,9 7 0 ,6 7 7
4 ,2 5 9 ,3 9 1

9 1 2 ,9 3 5
3 1 0 ,2 3 4
2 2 7 ,7 6 9

2 ,6 0 7 ,6 3 8
7 7 9 ,5 6 2

1 3 2 ,6 4 2
7 ,9 5 9 ,2 0 0

3 4 8 ,9 0 6
2 9 4 ,4 6 6
3 6 8 ,5 3 5
3 6 0 ,8 2 9

8 1 8 ,6 3 2
1 8 5 ,5 7 9
1 8 2 ,2 1 0

3 ,1 6 3 ,5 2 8 r

1 6 5 ,1 9 0
8 4 8 ,2 0 8

1 ,0 1 5 ,3 6 0
6 2 6 ,6 3 5

1 ,8 9 3 ,0 3 9

8 2 ,2 8 0
9 9 ,4 6 4
5 0 ,0 2 2

4 2 ,2 5 2
1 1 6 ,9 3 6
2 4 2 ,9 4 4
1 1 4 ,1 6 5

1 6 7 ,5 6 4

J a n .
1 9 7 1

B i r m i n g h a m  . . . . 3 ,0 0 9 ,1 1 6 2 ,6 4 7 ,5 9 9 2 ,1 2 2 ,6 9 5 +  1 4 + 4 2
G a d s d e n  . . . . . . 7 9 ,2 8 8 8 6 ,5 1 1 7 3 ,3 7 6 -  8 +  8
H u n t s v i l l e  . . . . . 2 5 3 ,1 6 5 2 8 7 ,9 9 1 2 2 2  1 4 3 - 1 2 +  14
M o b i l e ........................ . . 8 2 5 ,2 7 0 8 6 6 ,8 4 1 6 7 5 ,7 6 4 -  5 +  22
M o n tg o m e r y  . . . . 4 9 3 ,6 3 7 5 3 6 ,4 2 8 4 0 9 ,3 1 4 -  8 +  21
T u s c a l o o s a  . . . . . 1 5 8 ,0 4 5 1 5 9 ,5 4 8 1 3 3 ,0 4 0 -  1 +  19

-10 
-  4  -10

+  2 7  
+ 2 9  
+  2 5  
+ 2 3  
+  1 9  

+  13 6  
+  17  
+  1 6

+  18  +20 + 11 
+  1 9  
+  17  
+  1 6

+  24  + 11 
+  15  + 2

+  17  
+  18

+  9  + 12

P e r c e n t  C h a n g e

J a n .  1 9 7 2  f r o m

J a n .
1 9 7 2

D e c .
1 9 7 1

J a n .
1 9 7 1

D e c .
1 9 7 1

J a n .
1 9 7 1

G a i n e s v i l l e  . . . . 1 6 1 ,3 1 6 1 7 8 ,3 8 6 1 2 6 ,0 8 9 - 1 0
L a k e l a n d ........................ 2 2 9 ,4 2 3 2 3 8 ,1 1 2 1 8 6 ,0 5 4 -  4
M o n r o e  C o u n t y  . . 5 4 ,0 9 4 5 4 ,2 6 1 4 9 ,7 9 1 -  0
O c a la  .............................. 1 3 9 ,5 6 5 1 3 9 ,0 8 5 9 8 ,0 7 9 +  0
S t .  A u g u s t i n e  . . . 3 0 ,3 0 5 3 3 ,0 7 9 2 5 ,0 3 7 -  8
S t .  P e t e r s b u r g  . . . 7 3 8 ,7 0 6 7 3 2 ,3 4 6 6 2 5 ,0 2 2 +  0
S a r a s o t a ........................ 2 5 3 ,1 4 5 2 4 5 ,7 3 9 1 9 3 ,1 1 7 +  3
T a m p a .............................. . 1 ,4 6 4 ,1 4 7 1 ,6 5 6 ,1 7 4 1 ,3 5 5 ,6 0 8 - 1 2
W in te r  H a v e n  . . . 1 3 9 ,6 3 4 1 2 8 ,1 0 9 1 0 6 ,6 8 9 +  9

A t h e n s  .............................. 1 2 6 ,4 0 5 1 4 6 ,5 4 3 1 4 0 ,9 8 7 — 1 5
B r u n s w ic k  . . . . 7 9 ,2 0 3 8 6 ,6 2 8 6 2 ,3 0 7 -  9
D a l t o n .............................. 1 5 1 ,9 9 0 1 6 2 ,0 9 2 1 2 4 ,5 6 3 -  6
E l b e r t o n ........................ 1 6 ,2 8 2 1 8 ,7 8 8 1 6 ,6 5 2 - 1 3
G a i n e s v i l l e  . . . . 9 9 ,8 8 1 1 0 2 ,0 1 7 9 5 ,0 5 8 -  2
G r i f f i n .............................. 5 2 ,6 9 5 5 5 ,3 5 1 4 7 ,3 0 2 -  5
L a G r a n g e ........................ 3 2 ,0 1 8 3 2 ,6 1 6 2 6 ,1 9 5 -  2
N e w n a n  ........................ 3 9 ,3 8 8 4 7 ,5 0 5 2 8 ,6 3 1 - 1 7
R o m e  .............................. 1 1 4 ,3 7 6 1 2 3 ,8 3 2 9 7 ,0 1 7 -  8
V a l d o s t a ........................ 8 8 ,6 5 8 8 5 ,7 2 2 6 7 ,4 8 8 +  3

A b b e v i l l e ........................ 1 6 ,9 8 5 1 9 ,2 9 1 1 6 ,1 7 5 - 1 2
A l e x a n d r ia  . . . . 1 9 2 ,3 0 7 1 8 0 ,2 6 2 1 8 4 ,3 9 0 +  7
B u n k i e .............................. 9 ,0 0 6 1 0 ,4 8 7 8 ,4 8 7 - 1 4
H a m m o n d  . . . . 5 9 ,8 5 3 6 1 ,1 8 0 4 9 ,7 2 8 -  2
N e w  I b e r i a  . . . . 5 4 ,1 3 6 5 5 ,1 2 3 5 3 ,4 4 8 -  2
P l a q u e m i n e  . . . 1 7 ,7 4 6 1 5 ,8 5 9 1 7 ,7 8 3 +  12
T h ib o d a u x  . . . . 4 1 ,3 4 3 3 6 ,3 4 6 3 7 ,9 4 8 +  1 4

H a t t i e s b u r g  . . . . 9 7 ,6 3 2 9 8 ,4 3 5 8 2 ,4 0 3 -  1
L a u r e l .............................. 5 3 ,7 7 2 5 8 ,5 9 4 5 1 ,6 1 4 -  8
M e r i d i a n ........................ 9 4 ,5 5 4 9 8 ,3 9 1 7 8 ,9 7 1 -  4
N a t c h e z  ........................ 4 9 ,6 0 2 5 2 ,0 3 7 4 1 ,5 6 5 -  5
P a s c a g o u l a —

M o s s  P o i n t  . . . 1 0 7 ,5 1 2 1 2 0 ,4 7 0 8 7 ,9 3 6 - 1 1
V ic k s b u r g  . . . . 5 4 ,3 6 8 6 0 ,2 4 8 5 7 ,4 1 9 - 1 0
Y a z o o  C i ty  . . . . 3 9 ,1 1 7 3 6 ,9 8 2 3 5 ,5 3 4 +  6

B r i s t o l .............................. 1 1 2 ,5 8 8 1 2 7 ,0 1 7 1 0 0 ,2 4 8 - 1 1
J o h n s o n  C i ty  . . . 1 2 6 ,2 1 5 1 3 8 ,9 6 7 1 1 9 ,1 5 1 -  9
K in g s p o r t  . . . . 2 0 0 ,0 7 1 2 0 6 ,2 7 6 1 7 0 ,3 9 7 -  3

D i s t r i c t  T o ta l  . . . . 5 4 ,8 6 2 ,1 7 6 5 7 ,6 7 4 ,4 2 1 r 4 5 ,8 8 2 ,2 1 0 r -  5

A l a b a m a !  . . . . . 6 ,8 3 0 ,6 1 6 6 ,6 0 3 ,5 0 7 5 ,2 7 1 ,7 2 5 +  3
F l o r i d a !  ........................ . 1 9 ,4 4 4 ,4 3 3 1 9 ,8 8 2 ,8 8 3 r 1 5 ,6 7 3 ,5 4 1 -  2
G e o r g i a } ........................ . 1 4 ,1 6 6 ,7 2 3 1 5 ,5 8 7 ,7 3 1 r 1 2 ,0 3 4 ,3 1 7 -  9
L o u i s i a n a ! *  • • • . 5 ,8 9 9 ,6 5 4 6 ,3 3 3 ,2 2 6 5 ,4 7 4 ,5 5 3 r -  7
M i s s i s s i p p i ! *  • . . 2 ,2 9 1 ,2 0 1 2 ,4 0 5 ,8 3 4 1 ,9 3 6 ,9 0 1 -  5
T e n n e s s e e ! *  • • • . 6 ,2 2 9 ,5 4 9 6 ,8 6 1 ,2 4 0 5 ,4 9 1 ,1 7 3 -  9

i m a t e d .  P a r t i a l l y  e s t i m a t e d . N A —N o t a v a i l a b l e .

- 2 8  
+ 2 3  
+  9  
+ 4 2  +21 
+  1 8  
+ 3 1  + 8 
+ 3 1

+ 2 7  +22 - 2 
+  5 + 11 +22 
+ 3 8  
+  1 8  
+ 3 1

+ 6 +20

+ 18 
+ 4 +20

+20
+ 3 0  
+ 2 4  
+  1 8  + 8 
+  1 8  
+  13

1 Estimated -Includes only banks in the Sixth District portion of the state; partially estimated
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D istrict Business C o nd itio ns

1967= 100  
-  S e a s .  A dj. Nonfarm Employment

174 -

'69 '72

*Seas. adj. figure; not an index 
Latest plotting: January—except mfg. production and farm receipts, December

Expansion in the regional e con om y  is b e co m in g  m ore broad ly  based. A lth o u gh  the pace o f au tom o b ile  
sales and construction  is n ow  m ore su bd u e d  than in late 1971, em p loym en t has sh o w n  w idespread  

increases in both  m anufacturing  and nonm anufacturing. C o n su m e r and business loan  de m an d  from  banks  
has expanded further. W ith  agricu ltural prices e d g in g  upw ard, farm  cash receipts are at a new  high.

January data ind icate further firm in g  in the 

D istrict's labor market. The gains were evenly  

spread a m o n g  m anufacturing and n onm anufactu r
ing sectors. C onstruction  em ploym ent, w h ich  held  

up m uch better than seasonally  anticipated, w as  
particularly buoyant. A  con tinued  lengthen ing of 
the factory w orkw eek  w as another bright spot. 
A va ilab le  in form ation  suggests that the u n e m p loy 
m ent rate d rop pe d  in January for the fourth  
consecutive m onth.

In January, the value o f construction  contract 
aw ards declined. Nonresidentia l aw ards were dow n  
for the second  consecutive  m onth. Residential 
aw ards w ere also  off, but for the first m onth  since  
O ctober. Nevertheless, the level w as tw o-th irds  
higher than it w as in January 1971. Sav ings and  

loan associations experienced record deposit in 
flow s in January, ind icating con tinued  availability  
of am ple  funds to support construction.

The strength in bank  le nd in g  that deve loped  late 

last year carried over into the first tw o  m onths of 
this year. A t the larger D istrict banks, consum er and  

real estate loans continued  to advance, and business

loan de m and  w as strengthened by increased b o r
row ing  on  the part o f du rab le  and n ondurab le  

go o d s  m anufacturing firms. Total deposit gains 
con tinued  to be ou tpaced  by record tim e deposit  
inflow s, since ga ins in househo ld , business, and  
governm ent tim e deposits rem ained strong.

C o n su m e r insta lm ent credit at com m ercia l banks  
con tinued  to expand in January. The am ou n t of
the increase, how ever, w as m uch sm aller than in 
any o f the last three m onths o f 1971. Th is w as  
prim arily  the result o f reduced ga ins in au tom o b ile  
credit and n on au tom otive  con su m er go o d s  credit. 
In January, sales o f dom estica lly  p rodu ced  cars 
w ere on ly  m oderate ly  strong.

Average prices received by farm ers ed ged  upw ard  
in January, in spite o f a 22-percent decline  in egg  

prices. Sharp price increases for h ogs and broilers  
p rovided  m ost o f the strength o f the price advance, 
but cotton, corn, and grapefru it prices a lso  m oved  
higher. Egg prices con tinued  to decline  in February, 
but prices o f all m eat an im als retained their 
strength. Farm cash receipts in 1971 totaled $5.8 
billion, $400 m illion  above  the 1970 figure.

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