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Savings and Loan 
Associations in a 
Changing Economy
b y  B oyd  F. King

Institutions respond to changes in their env ironm ent by attem pting to arrest 
som e  changes and by adap tin g to others. W h ile  neither type o f response is 

alw ays entirely successfu l, an institu tion 's responses to change  partially  
determ ine w hat functions that institution perform s and h o w  w ell it perform s  
them. The reactions o f sav ings and loan associations in the Sou theast1 to 
changes in operating  con d ition s d u rin g  the last decade  are an im portant 
dem onstration  o f institutional response to a ch an g in g  env ironm ent and the 
effects o f this response on  institutional functions. Th is article uses the 

experience o f the Southeast's sav ings and loan a ssoc iations to illustrate the 
process o f institutional response and to assess the ability  o f the reg ion 's sav ings  
and loan associations to deal w ith  future change.

Rapid Growth in a Favorable Environment:

The 1950's

A lth o u gh  savings and loan associations existed in the U n ited  States as early  
as 1831 and in the Southeast as early as 1865, the late 1940's and the 1950's 
saw  the industry reborn in a healthy environm ent. D eve lop m e n ts du ring  this 
period  account for m any o f the characteristics w ith  w h ich  the industry began  
the 1960's.

A t  the be g in n in g  o f the 1950's, 277 o f the nation 's 3,894 sav ings and loan  

associations w ere located in the Southeast. The reg ion 's assoc iations held $1.1

'For our purposes here, the Southeast means those states that are either entirely or partly in the 
Sixth Federai Reserve District: Tennessee, Mississippi, Louisiana, Georgia, Florida, and Alabama.
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SU M M A R Y  TABLE

1950
Southeast U.S.

1960
Southeast U.S.

1970
Southeast U.S.

Number of A s s o c ia t io n s ................................... . . 277 3,894 416 4.694 509 4.601
Assets and Liab ilities (billion $):

Total A s s e t s .................................................. . . 1.1 15.5 6.7 69.3 18.7 172.0
Mortgage L o a n s ............................................. , . 1.0 12.7 5.6 58.4 15.8 147.2
Savings C a p i t a l ............................................. . . 1.0 12.9 6.0 60.3 16.1 142.9
Advances from

Federal Home Loan Banks . . . . . .1 .8 .1 2.0 .6 10.5
Interest Earned on Mortgages as

Percent of Gross Operating Income . • . 88.1 85.3 82.8 83.6 83.1 84.4
Dividends on Savings Capital as

Percent of Gross Operating Income . . . 47.5 54.3 59.9 60.6 66.7 65.1
Interest Earned on Mortgages as

Percent of Average Mortgage Loans . . . 5.1 4.9 5.7 5.5 6.5 6.4
Dividends on Savings Capital as

Percent of Average Savings Capital . . . 2.7 2.5 3.9 3.9 5.2 5.1

billion  o f the nation 's $15.5 b illion  o f sav ings and  
loan association  assets. In the Southeast, as in the 
rest o f the nation, associations w ere required to  
hold  m ost o f their assets in residential m ortgages  

and m ost o f their liabilities in savings accounts. 
The reg ion 's associations held abou t one-th ird  of 
the total o f  tim e and savings deposits o f ind ividuals, 
partnerships, and corporation s at banks and thrift 
institutions in the Southeast; in the nation as 
a w hole , associations held on ly  one-fifth o f the 
national total o f these deposits. A b se nce  o f m utual 
savings banks from  the Southeast accounts for 
the larger share held by the region 's associations. 
M u tu a l sav ings banks operating outside  the 

Southeast held one-fourth  o f the nation 's tim e  
and sav ings deposits in 1950.

Sav ings and loan associations in the Southeast 
grew  rapidly du ring  the Fifties and captured an 
increasing share o f savings and residential m ortgage  
markets. Their grow th w as based both on changes  
in the institutions them selves and on an 

environm ent that w as conducive  to the perform ance  
o f their tw o prim ary functions: p ro v id in g  a 

relatively safe, interest-earning depository  for a 
portion  o f the p ub lic 's  accum ulated  sav ings and  
financ ing  the construction  and purchase o f housing.

The post W o r ld  W a r  II hou sin g  shortage in 
the U. S. encouraged  changes in the laws gove rn in g  
sav ings and loan associations and in the practices 
o f associations. Reform  o f deposit insurance for 
sav ings and loan accounts w as the m ost im portant 
o f these changes. In 1950, C on gress voted to 
reduce the cost o f this insurance and m ake it 
equal to the cost o f insurance for com m ercia l 
bank  deposits, to d o u b le  the m axim um  coverage  

for an ind ividual account to $10,000— an am ou nt  
equal to that for com m ercia l bank accounts, and  

to p rovide  for cash paym ents to depositors 
upon  liqu idation  o f an association. These reforms 
m ade sav ings accounts at savings and loan  
associations very sim ilar to tim e and savings 

deposits at com m ercia l banks and, thus, m ore  
com petitive  w ith them.

D u rin g  the sam e period that deposit insurance  
provisions w ere be ing altered, lend ing pow ers 
of savings and loan associations were broadened  
and m ade m ore flexible. M a x im u m  lim its were  
raised on  ind iv idual loans used to secure association  
bo rro w in g  from  the Federal H o m e  Loan Banks; 
the proportion  o f loans that an association  m ight  
m ake on im proved  real estate other than 
on e-to -fou r unit hom es w as increased, and the 

requirem ent that loans be secured by property  
located w ith in  50 m iles o f the association  w as 
lifted in cases invo lv in g  loans secured by m ultiun it 
residences or G overnm ent-backed  m ortgages.

These changes w ere a boon  to savings and  
loan associations. The hou sin g  shortage and rising  
incom es and p opu lation  in the Southeast generated  
strong hou sin g  dem and  in the region du ring m ost  
of the 1950's. This dem and  w as concentrated in 
the m arket for sing le -fam ily  hom es— a market in 
w hich  savings and loan associations specialized. 
The associations took  advantage o f their new  
powers, strong hou sin g  dem and, and w eak dem ands  
for credit from  businesses and governm ents to 

increase the share o f the savings o f the private  
sector o f the e con om y  that they funneled  into  
residential m ortgages.

By the end o f 1960, savings and loan associations 
in the Southeast had outd istanced com m ercia l 
banks in the com petition  for tim e and savings  
deposits. D u rin g  the decade, they had raised their 
share from  one-th ird  to three-fifths o f these 
deposits at the region 's banks and thrift institutions. 
In the nation as a w hole , associations had also  
raised their share o f tim e and savings deposits 
at the expense o f both com m ercia l banks and  
m utual savings banks. Rap id  grow th  accom pan ied  
the deposit share increase at savings and loan  
associations. The region 's add ition  o f 139 

associations du ring  the 1950's accounted for 
one-sixth o f the nation 's increase in associations. 
Assets o f the reg ion 's assoc iations rose by 500 
percent to $6.7 b illion ; assets o f all o f the nation 's  
associations rose 350 percent to $69.3 billion.
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N e w  P r o b l e m s  a n d  R e s p o n s e s :
T h e  1 9 6 0 -1 9 7 0  D e c a d e

P r o b l e m s .  A s the halcyon  days o f the 1950's were  
ending, the region 's savings and loan associations 
began  to encounter sign ificant changes in their 

environm ent. C han ge s con tinued  to occur  
th roughout the 1960's, and the p rob lem s that they 
caused reached clim axes w hen interest rates rose 
rapidly. Som e  o f these changes resulted from  rapid  
grow th o f savings and loan associations du ring  the 

1950's; others resulted from  altered financing  
dem and s o f businesses and governm ents, evo lv ing  
structure o f h ou sin g  and m ortgage  markets, 
aggressive expansion  by banks, greater awareness 
by savers o f sav ings alternatives, and increased  
taxation o f associations. In m any cases, the 
specialized nature o f the assoc iations them selves 

intensified the p rob lem s caused by these changes 
and im peded  a ssoc iations' responses.

The rapid grow th  o f savings and loan associations 

in the 1950's reduced their grow th  potential in 

the 1960's. The associations were able to grow  
rapidly in the 1950's because they attracted m any  

savers aw ay from  com petitors for savings dollars.
A s this occurred, the p oo l o f savers that cou ld  be 
induced to sw itch from  other savings outlets 

becam e sm aller, and con tinued  grow th  of 
associations becam e increasingly  dependent on  
add ition s to savings by existing custom ers. This 

type o f m arket penetration in the 1950's w ou ld  
have low ered the grow th rate o f savings and loan  

associations in the 1960's even if the forces that 
attracted savers to associations had rem ained  
unchanged.

These forces d id  not remain unchanged, 
however. A s  the rate o f grow th  o f econ om ic  
activity rose du ring the 1960's, business and  
governm ent financ ing needs expanded, increasing

R a te s  o f re tu rn  fo r  S  & L ’s in c re a s e d  le s s  th a n  
o th e r  ra te s

P e r c e n t  
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com petition  for the sav ings o f the private sector 
of the econom y. A t the sam e time, the grow th  o f 
dem and  for h ou sin g  and h o u sin g  finance slackened. 
The com b in ation  o f expan d ing  n on m ortgage  
financ ing  dem and s and slack residential m ortgage  
dem ands raised yie lds on  n on m ortgage  financial 
instrum ents relative to y ie lds on residential 
m ortgages. W h e n  this happened, requirem ents that 
savings and loan assoc iations specialize  in 
residential m ortgages w orked  to the assoc iations' 
disadvantage. Returns on the assets o f the region 's  
assoc iations fell relative to returns on  the assets 
of other interm ediaries— such as com m ercia l 
banks— and returns on directly purchased securities. 
Since savings and loan assoc iation s depended  
largely on earn ings from  m ortgages for the returns 

that they paid to savers, rates paid  on  assoc iation s' 
savings accounts rose less rap id ly  than those  
paid on sav ings deposits at banks and on  
their financial assets.

C h an ge s in financ ing  needs w ith in  the hou sin g  
sector accom p an ied  expan d ing  dem and s for credit 
outside  the h ou sin g  sector. In other parts o f the 
country, after the Korean W ar, an increasing  
proportion  o f new  h ou sin g  units w as in m u ltifam ily  

structures. The 1960's b rou gh t this new  em phasis  
on m u ltifam ily  h ou sin g  to the Southeast. The  
proportion  o f b u ild in g  perm its issued in the region  

for hou sin g  units in five -or-m ore-un it bu ild in gs  
rose in each year from  1960, w hen  it w as 16.6 

percent, to 1969, w hen it w as 51.7 percent. (It 
fell slightly  in 1970.) Lend ing on  m u ltifam ily  

residences required a ssoc iations to deve lop  new  
skills and expertise in assem bling, underw riting, 
and superv ising larger and m ore com p lex  financing  
packages a lo n g  w ith greater k n o w led ge  o f the 

m arket for rental housing.
W h ile  com petition  for sav ings increased and  

the structure o f d e m and  for h ou sin g  finance  
changed, new  com petition  from  other lenders arose

T h e  g ro w th  ra te  o f s a v in g s  c a p ita l s lo w e d  s t e a d ily
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in the financ ing  o f both m u ltifam ily  and sin g le ­
fam ily  housing. The larger f inanc ing packages  
required by m u ltifam ily  structures and by p lanned  
com m u n itie s drew  increasing interest from  banks, 
insurance com pan ies, and (in the last half o f the 

decade) real estate investm ent trusts. Expanded  
F H A  and V A  program s w ith low er dow n  paym ent 
requirem ents and longer maturities than those  
norm ally  offered by sav ings and loan associations 

drew  custom ers for s ing le -fam ily  residences out 
of the sav ings and loan a ssoc iations' m arket for 
conventional loans.

Prob lem s created by these m ajor changes in 
markets in w h ich  sav ings and loan associations  
operated w ere m agn ified  du ring  tw o  periods of 
rising interest rates in the last half o f the Sixties. 
C h an ge s requiring rapid alterations in operations  
jo ined  the changes to w h ich  associations had  
been m ak in g  gradual adjustm ents.

In 1966 and again  in 1969 and early 1970, 
interest rates w ere bid up rapidly in intense  

com petition  for lim ited credit. In each period, 
short-term  rates rose m ore rapidly than long-term  
rates. Because they depend  on long-term  assets 
to p rovide  the earnings necessary to pay for 

short-term  liabilities, both o f these phenom ena  

placed sav ings and loan associations in situations 
o f considerab le  strain and severely tested their 

abilities to respond adequately. O n  the one hand, 
the assoc iations' long-term  assets p rovided  sm all 
cash flow  from  repaym ents; consequently, it w as 

possib le  to shift on ly  a sm all percentage of assets 

into m ortgages w ith h igher rates. O n  the other 

hand, m ost o f the liabilities o f associations were 
p assboo k  accounts that w ere w ithdraw able  on  

dem and. A s  interest rates rose, the region 's 
associations w ere under pressure to increase rates 
o f return on  nearly all liabilities in order, at best, 
to b ring  in new  savings that cou ld  be lent at

h igher m ortgage rates or, at worst, to avo id  savings 
outflow s.

The experience of associations in A labam a  in
1966 w as typical. Repaym ents o f principal on the 

m ortgages held by these associations w ere on ly
11 percent o f the principal value o f the m ortgages. 
A lth o u gh  interest rates on conventional m ortgages 
on new  sing le -fam ily  hou sin g  rose from  a 

m onth ly  average o f 5.81 percent in 1965 to a 
m onth ly  average o f 6.25 percent in 1966, the 

associations were able to raise the rate o f return 
earned on their m ortgage portfo lios on ly  from  
6.11 percent to 6.15 percent between 1965 and  
1966. D u rin g  the sam e period, they raised the 
rate o f return paid on savings capital from  4.25 

percent to 4.35 percent even though  m axim a on  
rates payable on savings capital w ere im posed  in 
Septem ber o f 1966.

The ability o f savings and loan associations to 
raise returns to savers w as further lim ited by their 

need to pay a portion  o f their earn ings out in 
Federal incom e taxes. This need stem m ed from  
revision o f tax laws in 1963. The associations' 
earnings had been m ade technically subject to 

the Federal incom e tax in 1950, but tax regulations 
had a llow ed  loan loss reserve w rite-offs o f such  
m agn itude  that m ost associations were able to 
report no taxable incom e. In the Southeast, savings  

and loan associations paid no Federal incom e  
taxes in 1950 and on ly  $0.2 m illion, or .06 o f one  

percent o f gross earn ings in 1960. By 1966, they 
w ere pay ing $12.9 m illion, or 2 percent o f gross 

earnings in Federal incom e taxes. In 1969, this 

total had risen to $26.3 m illion, or 3 percent of 
gross earnings. A lth o u gh  the percentage o f earn ings 

go in g  to taxes in 1966 and 1969 w as sm all, the 

effective im position  o f Federal incom e taxes in 

1963 m argina lly  reduced the p roportion  of earn ings 
that associations cou ld  pass on to savers. Such

i nr-r-1966 1967 1968

N ote: F ig u re s  are  se a so n a lly  a d ju ste d  and co v er th e  s ix  D is tric t  sta te s .
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a reduction w as sign ificant du ring  periods in w h ich  

com petition  for savers' do lla rs w as intense.

The perform ance o f the region 's sav ings and  
loan assoc iations du ring  the tw o periods o f rising  

rates sho w s the seriousness o f their problem s.
N et in flow s o f sav ings capital s low ed  dram atically  

in both periods. In 1966, after five consecutive  
years in w h ich  sav ings capital increased by $1 
billion, the region 's associations w ere able to 
attract less than $500 m illion  in net new  savings. 
A ga in  in 1969, the assoc iation s' net new  savings 
fell, this tim e from  an average o f $1.2 b illion  in
1967 and 1968 to sligh tly  m ore than $800 m illion. 
In both  periods, large net sav ings ou tflow s occurred  
im m ediate ly  after quarterly interest crediting.

Lend ing by  assoc iations a lso  declined  du ring  

these periods. In 1966, the value o f m ortgages  
extended by the reg ion 's assoc iations fell 
from  an average o f $2.1 b illion  du ring  the 
preced ing three years to $1.8 billion.
In 1969 and  1970, the value o f m ortgages extended  

averaged $2.7 billion, w ell above  the $2.3 b illion  

average o f 1967 and 1968; how ever, du ring  the 

last half o f  1969 and  the first half o f 1970, the 

period  w hen  sav ings ou tf lo w  p rob lem s w ere worse, 
the value o f m ortgages extended w as $2.3 billion.

Responses. The reactions o f  sav ings and loan  

associations to the p rob lem s that they faced in 

the 1960's w ere as varied as the problem s. Som e  

responses cam e from  the ind iv idua l associations; 
others invo lved  action by  the Federal H o m e  Loan  
Bank System. Still others required cooperation  
a m o n g  the associations, the H o m e  Loan Bank  

System, and other interested parties to press for 
legislation  that a ided  associations.

The region 's associations responded to m ore  
intense com petition  for sav ings by  raising average  
d iv iden d  rates on  their accounts from  3.85 percent 
to 5.17 percent betw een 1960 and 1970. They  
also expanded  their m enu o f savings instrum ents 
from  the p assboo k  account to a se lection o f 
sav ings accounts and  certificates w ith vary ing  
m in im u m  balances, rates o f return, w ithdraw al 
provisions, and maturities. By the end o f 1970, 
a sign ifican t p roportion  (though by no m eans a 

majority) o f  the sav ings capital o f the reg ion 's 
assoc iations w as in accounts and certificates 
other than the p assb oo k  account.

En larging the variety o f accounts w as designed  
to m eet increased com petition  for sav ings and  

to ease the assoc iation s' adjustm ent to rising  
interest rates. O ffe r in g  accounts and certificates 
o f several types a llow e d  associations to meet 

specific  needs o f savers, to com pete  w ith a greater 
n um ber o f financial instrum ents, and to offer 
greater returns on  accounts w ith  long-term  
maturities. S ince the certificates carried penalties 
for prem ature w ithdraw al, their use reduced savers'

incentive to w ithdraw  funds as interest rates rose.
Sav ings and loan associations in the region  

enlarged the variety o f their le nd in g  du ring  the 
decade. In the early years, the construction  of 
a greater p roportion  o f hom es in m ultiun it  

structures and the rising d e m and  for im provem ents  
in existing s in g le -fam ily  hom es b rou gh t an 

expansion  in lend in g  for construction  and  
perm anent financ ing  o f apartm ents and for hom e  
im provem ents. In the later years o f the decade, 
these tw o forces w ere jo in ed  by the desire o f 
associations to increase their cash f lo w  from  loan  
repayments. A s  this occurred, short-term  loans 
such as construction, hom e im provem ent, 
and personal loans w ere em phasized.

Increasing the variety o f loans that they m ade  

a llow e d  associations to respond to shifts in loan  
de m and  w ith in  the h o u sin g  sector o f the e con om y  
and gave som e p rom ise  o f increasing their cash 
flow . Construction , hom e im provem ent, 
and personal loans are shorter-m aturity  instrum ents 

than perm anent m ortgages. Their inc lusion  in 
asset portfo lio s increased cash flow s from  m aturing  
assets, a llo w in g  assoc iation s to take m ore  

advantage o f rising interest rates and to lim it 

the squeeze on  the m argin  o f interest earn ings 

over d iv iden ds that a ccom p an ied  rising interest 
rates. These results w ere offset, how ever, by  

extension o f the m aturity o f perm anent loans o f  
all sorts, a practice that the reg ion 's associations  

adop ted  in response both  to com petition  from  

G ove rn m e nt-b acked  m ortgages and to rising  
prices o f housing.

U n der pressure to raise d iv iden ds on savings 
capital du ring  m ost o f the decade, sav ings and  

loan associations reduced the p roportion  o f their 
earn ings go in g  to n on d iv id e n d  uses and paid  a 
greater p roportion  o f earn ings to sav ings account  
holders. Betw een 1960 and 1970, the reg ion 's 
associations took  advan tage  o f econ om ie s o f scale 
and operating  inn ovation s to  cut opera tin g  expenses 
from  22 percent o f gross earn ings to 18 percent 
o f gross earnings. D u r in g  the sam e period, 
associations a lso  reduced the p roportion  o f their 
gross earn ings a llocated to reserves and surplus 
from  18 percent to 10 percent. S low er asset grow th  
a llow e d  this d im in u tion  to take p lace w ithou t  

low ering the ratio o f reserves and su rp lus to 
assets o f the reg ion 's associations.

D esp ite  all o f these changes, m any sav ings and  
loan associations in the region required ou tside  aid 

w hen com petition  for lim ited funds becam e intense. 
O n e  im portant response to their p rob lem s  

cam e from  the Federal H o m e  Loan Banks. These  
institutions increased their b o rro w in g  in the 

nation 's capital m arkets in order to p rovide  a 
source o f funds to assoc iations experiencing  
difficu lty  m ain ta in ing  sav ings accou n t balances 
and m ak in g  new  m ortgage  loans. The region 's
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associations, w h ile  con tinu in g  their historical 
practice o f bo rro w in g  less than those in the rest 
of the nation, increased their bo rro w in g  during  
both periods o f rising interest rates. In 1966, their 
debt to the Federal H o m e  Loan Banks rose by 

$89 m illion ; in 1969 it rose by $310 m illion.
A no ther im portant response to actual and  

threatened savings ou tflow s w as the lim ited  
suppression  o f com petition  for savings. C om p etition  
for sav ings w as the m ost ob v iou s m anifestation  of 
the p rob lem  of rising interest rates for savings 
and loan associations all over the nation. In 1966 

and again  in 1969 and 1970, savings and loan  
associations, the Federal H o m e  Loan Bank Board, 
and others concerned  w ith the so lvency of 
associations and the adequacy o f the nation 's  

h ou sin g  so ugh t to lim it com petition  for savers' 
funds by banks, the Federal G overnm ent, and  

Federal agencies.

Bank com petition  for savings, w h ich  had becom e  
m ore active since the early 1960's, intensified in 

late 1965 w hen  bank regulatory agencies a llow ed  
banks to raise the interest rates that they paid  

for tim e certificates o f deposit. Further increases 
in y ie ld s on com p etin g  assets helped to induce  

the bank  regulatory agencies in July o f 1966 to 

a llo w  banks to m arket m u ltip le  m aturity tim e 
deposits (generally know n  as go lde n  passbook  

accounts). Sav ings and loan associations had  
difficu lty  re spon d in g  in the market. Between late 

1965 and Septem ber 1966, the savings and loan  

industry so u gh t regulatory rulings and legislation  
to lim it com m ercia l bank  rate com petition  on  

sm all denom ination  tim e and savings deposits. 
In Septem ber 1966, C on gre ss adopted  legislation  

that a llow ed  bank  regulatory agencies to set low er 
rate ce ilings on  low er denom ination  certificates of 
deposit than on  large certificates, gave the F D IC  
p ow er to set m axim um  rates payable on time 

and sav ings deposits at insured m utual savings 
banks, and gave the Federal H o m e  Loan Bank  
Board pow er to set m axim um  rates payable on  

savings accounts at insured associations. Debate  
in both houses o f C on gre ss m ade it clear that 
it w as the intent o f C on gre ss that the bank  
regulatory agencies and the Bank Board shou ld  
cooperate  in setting m axim um  rates and that the 
m axim a app licab le  to sav ings and loan associations 
and m utual sav ings banks shou ld  be above  those  
app licab le  to com m ercia l banks.

A lth o u gh  com petition  betw een savings and  

loan associations and banks w as lim ited prim arily  
to advertis ing and p rom otion  w hen  interest rates 

rose again  in 1969 and early 1970, savings and  
loan associations encountered interest rate 
com petition  from  other quarters. Large financ ing  
dem and s by businesses, governm ents, and  

Federal agencies pushed interest rates on  

short-term  financial instrum ents w ell above  those

that savings and loan associations and com m ercia l 

banks were a llow ed  to pay. A ga in , interest 
groups inc lu d in g  sav ings and loan associations 

and com m ercia l banks sought to lim it com petition  
for savings. They pressed the U. S. Treasury and  

Federal agencies to raise the m in im um  
denom ination  o f Treasury bills and other Treasury  
and agency ob ligations, m ak in g  these instrum ents 
unavailable to m any savers w ith sm aller accounts. 
In early 1970, several Federal agencies raised 
the m in im u m  denom ination  o f their ob liga tion s  
from  $1,000 to $10,000. The Treasury fo llow ed  in 

February 1970 by raising the m in im um  
d enom ination  o f Treasury bills from  $1,000 to 
$10,000.

Results. Because o f their responses to changes 

du ring the 1960-1970 decade, savings and loan  
associations in the Southeast offered a larger 
variety o f both loans and savings accounts by 

the end o f 1970. They passed a larger p roportion  
o f earn ings through to savers and earned and  
paid h igher rates o f return. Yet, these associations 
continued  to specialize in short-term  liabilities 

and long-term  hou sin g  finance.
Their grow th  rate over the 1960-1970 decade  

hardly m atched their grow th rate du ring the 
preced ing decade. The region 's associations  

outstripped those in the rest o f the nation in 
grow th. The n um ber o f associations in the 

Southeast increased by 93 du ring the decade, 
w hile  the n um ber in the nation as a w h o le  
decreased by 93. Assets o f the region 's associations 
grew  by 173 percent to $18.7 billion. In the nation, 
assets grew  161 percent. A lth o u gh  these grow th  
rates are quite respectable in each case, they 
are on ly  abou t one-th ird  as large as the grow th  
rates o f the p reced ing decade.

In m aintain ing their share o f tim e and savings  
deposits at banks and thrift institutions, the reg ion 's  
associations d id  not d o  as w ell as associations  
in other parts o f the nation. Their share o f these 

deposits in the region began the decade at 57 
percent, fell to 52 percent by the end o f 1966 
and to 49 percent by the end o f 1970. O ve r the 
1960-1970 period, the share o f tim e and savings  
deposits held by the nation 's savings and loan  
associations fell on ly  from  36 percent to 35 percent; 
mutual savings banks' share fell from  22 percent 

to 17 percent.

Future Changes and Responses

General outlines o f som e  future deve lopm ents  

that w ill influence sav ings and loan associations 
du ring the rest o f the 1970's m ay be projected. 
The assoc iations' past record gives clues about  
their response to these changes. The perform ance  

of savings and loan associations in the 1960's 

indicates that they are capab le  o f successfu lly
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and mutual savings banks less large negotiable certificates 
of deposit at commercial banks. Figures are as of end of 
year.

adap ting  to gradual changes but that they have 

on ly  lim ited ability to adapt to rapid change, 
particularly to rapid interest rate increases.

If the 1970's bring increases in p lanned unit 
developm ents, new  towns, co n d o m in iu m  projects, 
large m u ltifam ily  projects, and m ajor urban  
renovations, as they are expected to do, associations  
will need to acquire new  skills and experience, 
broaden further the types of financing that 
they do, and put together larger financ ing  
packages. A ssoc ia tion s seem  capab le  o f con tinu in g  

to acquire the new  skills and experience needed.
It is to be anticipated a lso  that their regulators w ill 
a llow  them  the additiona l pow ers necessary for 

use o f their new  skills.
A cq u isition  o f the funds needed for larger 

and m ore com p lex  financ ings is likely to be 
d ifficu lt for m any ind iv idual associations. F inancing  

needs o f ind iv idual projects w ill be large, and  
deve lopm en t capital not presently p rovided  by  

assoc iations is likely to be necessary. Larger-sized  
f inanc ing needs w ill require increasing cooperation  

a m o n g  ind iv idual sav ings and loan associations

and a m o n g  assoc iations and other lenders. 
M e th o d s o f cooperation  m igh t be as form al and  
perm anent as m ergers o f assoc iation s or the 
gathering o f associations, or a ssoc iation s and other  
lenders, into h o ld in g  com p an ie s or as inform al 
as ad  hoc arrangem ents m ade specifically  for 
ind iv idual projects. Cap ita l for de ve lopm e n t and  
construction  o f large projects m igh t be  
provided  by cooperation  betw een associations  

and other types o f financers, by long-term  
bo rro w in g  or stock issues by associations  
w here stock associations exist, or by further 
expansion  o f the long-te rm  advances program  of 
the Federal H o m e  Loan Banks.

A djustm ents are a lso  likely to be necessary  
in a ssoc iations' lend in g  for s in g le -fam ily  housing. 
Secondary  markets for conventional s in g le -fam ily  
loans are n ow  deve lop ing. These markets have  
been designed  to attract m ore investors to 
conventional m ortgages. If they succeed, w h ich  

appears likely, m ortgage  ban k in g  firm s seem  

certain to be com e stronger com petitors o f  
associations in o rig ina tin g  conventional m ortgages  
on sing le -fam ily  housing. Such com petition  m ay  

lim it assoc iations' share o f conventional m ortgages  

originated, but it is a lso  likely to shift borrow ers  

from  G ove rn m e nt-b acked  to conventional 
m ortgages so  that conventional m ortgages w ill 
finance a greater p roportion  o f s ing le -fam ily  
hou sin g  purchases.

The ability o f sav ings and loan associations  

to w ithstand large interest rate increases, shou ld  
these occur, w ithou t en cou nterin g the troubles 

of the 1960's is still restricted by the maturity  
structure o f the assoc iation s' assets and liabilities. 
A ssoc ia tion s con tinue  to concentrate heavily on  
long-term  assets and short-term  liabilities. 
Consequently, they con tinue  to be vu lnerab le  
to rising interest rates.

Som e responses o f the 1960's and other  
projected responses p rom ise  to d im in ish  this 
vulnerability, but other deve lopm en ts fo reshadow  
m ore com petition  for sav ings in tim es o f rising  
interest rates. A n  aggressive  p rogram  o f advances  
by the Federal H o m e  Loan Bank System, w idespread  
use o f m od ified  m ortgage  instrum ents— such as 
the variable rate m ortgage— that increase earn ings  
or cash flow  as other interest rates rise, and  

further de ve lo pm e n t o f secondary  markets for 

conventional hom e m ortgages shou ld  help to 
m itigate cash flow  problem s. C om p etito rs  for 
savings, how ever, are likely to find new  w ays to 
induce savers to w ithdraw  funds from  sav ings  
and loan associations. O n e  large business  
corporation  has a lready seriously  studied plans  

for issu ing lo w -d en om in a tion  "sa v in g s  b o n d s "  
w hen funds are d ifficu lt to obta in  from  other  
instruments. Treasury ob liga tion s other than bills  
are still issued in $1,000 denom ination s. M u tu a l 
funds o f fixed incom e securities are another
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possib le  source of com petition  for savings.
In the Southeast, sav ings and loan associations  

have met the p rob lem s that con fronted other 

associations in the past and are likely to do  so  
in the future. They, like other associations, have 

show n  ability  to adapt to gradual change. There  

is no o b v iou s reason w hy  this shou ld  be different 
in the future. The reg ion 's associations are 
sim ilar in size to those elsew here; consequently, 
prob lem s caused by lim ited resources and large 
f inanc ing needs on  ind iv idual projects shou ld  be

no m ore difficu lt for them to so lve than for 
associations elsewhere. D u rin g  the Sixties, 
the region 's grow th rates o f incom e, population, 
and num ber o f hou sin g  units— all three w hich  
exceeded national grow th rates— w ere key factors 

in the ability of the reg ion 's associations to grow  
faster and to w ithstand rising interest rates with  
less dam age  done. In general, these factors are 
likely to continue  to differentiate the region 's  
associations from  those in the rest o f the nation  
and to aid their responses to changes. ■

Bank 
Announcements
MARCH 7, 1972
SOUTHSIDE BANK OF ST. PETERSBURG
St. Petersburg, Florida
Opened for business as a nonmember. Officers: 
L. W. Baynard, president; L. G. Limroth, executive 
vice president; and T. L. Stacy, vice president and 
cashier. Capital, $350,000, surplus and other capital 
funds, $350,000.

MARCH 18, 1972
CITIZENS & SOUTHERN BANK OF 

HENRY COUNTY
McDonough, Georgia
Opened for business as a nonmember. Officers: 
Edward J. Korb, president; and Henry P. Bradford, 
cashier. Capital, $375,000; surplus and other capital 
funds, $375,000.

MARCH 20, 1972
NATIONAL BANK OF GRADY COUNTY
Whigham, Georgia
Opened for business. Officers: E. L. Chastain, 
chairman; Agnew Smith, president; Thomas L. 
Walker, executive vice president and cashier; J. J. 
Newberry, vice president; and Hilda L. Gray and 
Mintene Vickers, assistant cashiers. Capital, $200,- 
000; surplus and other capital funds, $102,117.

MARCH 20, 1972
DORA BANKING AND TRUST COMPANY
Dora, Alabama
Began to remit at par.

MARCH 22, 1972
THE CITIZENS BANK OF PASCO
Zephryhills, Florida
Opened for business as a nonmember. Officers 
John J. Jenkins, president; and H. E. Johnson, 
cashier. Capital, $380,000; surplus and other capital 
funds $380,000.

MARCH 24, 1972
THE ORLANDO NATIONAL BANK— WEST
Orlando, Florida
Opened for business. Officers: C. Howard McNulty, 
chairman and president; and J. C. Barfield, Jr., 
executive vice president and cashier. Capital, 
$500,000; surplus and other capital funds, $300,000.

MARCH 28, 1972
BARNETT BANK OF WEST ORLANDO
Orlando, Florida
Opened for business as a nonmember. Officers: 
C. Lee Maynard, president; Robert L. Barnett, 
assistant vice president; and Gary L. Mcllhenny, 
cashier. Capital, $400,000; surplus and other capital 
funds, $350,000.

MARCH 29, 1972 
FIDELITY NATIONAL BANK
Pompano Beach, Florida
Opened for business. Officers: Milton N. Weir, 
Jr., chairman; John H. Weir, vice chairman; 
Douglas A. Lowrie, president; Anthony P. Beeler, 
vice president and cashier; and John R. Walker, 
vice president. Capital, $850,000; surplus and other 
capital funds, $425,000.

MARCH 29, 1972 
JACKSON STATE BANK
Hollywood, Florida
Opened for business as a nonmember. Officers: 
David L. Cory, president; and Arthur W. Mangan, 
cashier. Capital, $400,000; surplus and other capital 
funds, $200,000.

(Continued on page 87)
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One-Bank Holding Companies 
In the Southeast
b y  C h a r le s  D. Salley

N inety-one  corporate organ ization s in the Southeast have recently registered 
under the 1970 A m en d m en ts to the Bank H o ld in g  C o m p a n y  A ct—  a m e n d ­
m ents that are heavily concerned w ith ban k in g  com petition . Th is legislation  
is relatively new, and, for that matter, so is the idea that ban k in g  
laws shou ld  be concerned w ith com petition . For m any  years, banks have  
operated under the purv iew  o f the ban k in g  legislation  o f the early 1930's, 
w hich  w as concerned principally  w ith stab iliz ing the country 's ban k in g  system.

Stability entailed the prevention of "o v e rb a n k in g ," w h ich  occurs w hen  
there are so  m any com p etin g  banks in an area that som e  m igh t becom e  
w eak and fail. U nder this legislation, charters w ere d ifficu lt to obtain, and  
the sound, single  bank  w as the order o f the day  in m any tow ns. Th is restriction 
o f com petition  w as effective in reducing the n um ber o f bank  failures and so 
becam e an accepted part of A m erican  banking.

D u rin g  the 1950's, the regulatory p en du lu m  began  to sw in g  the other 
way. Restrictions on entry seem ed to m ake less sense— with a d w in d lin g  
num ber o f independent banks left by the w ave of increasing bank  m ergers—  
and seem ed less necessary as deposit insurance cam e into general force.
Public  concern over the increasing concentration  o f financial resources grew  
and resulted in the Bank H o ld in g  C o m p a n y  A ct o f 1956 and the Bank  
M e rge r A ct o f 1960. The Suprem e C ou rt carried the concern  for com petition  
still further in 1963 w hen  it app lied  the antitrust law s-fo r the first tim e  
to bank m ergers in its p ivotal Ph ilade lph ia  Nationa l Bank case. The ensu ing  
controversy and the enactm ent o f the 1966 A m e n d m e n ts to the Bank  
M e rge r and H o ld in g  C o m p a n y  Acts finally  accorded  com petition  a prim ary  

role in bank regulation.
These tw o Acts incorporate the assum ption  that the m ost satisfactory  

w ay to m aintain com petitive  markets in ban k in g  is to regulate the structure 
of ban k in g  m arkets rather than po lice  the behavior o f ind iv idua l banks. The
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registration o f on e -bank  h o ld in g  com pan ies  

required by the 1970 Bank H o ld in g  C o m p an y  Act 
A m en dm en ts is the latest expansion o f this 
structural approach  to regulating com petition.

Three Measures of Competition

The m ore com petitive  an industry, the m ore likely 
it is to p roduce  an efficient a llocation  o f resources 
and a steady stream of innovation— all at low er 
than m o n o p o ly  prices. The presence o f m any firms 

in the market forces the cost savings resulting  
from  innovation  to be passed on to consum ers.

O n e  can m easure com petition  from  three angles: 
com petitive  perform ance, com petitive  conduct, 
and com petitive  structure. The perform ance  
m easure o f com petition  looks directly to 

perform ance variables such as profits, efficiency, 
and techno log ica l progress. If these are at socia lly  
desirab le levels, the com petition  is deem ed  
"w o rk a b le ."

The con du ct m easure is one  step rem oved. It 
looks at a firm 's perform ance as determ ined  
indirectly by the firm 's conduct. If a firm 's 
con du ct in its p ric ing and ou tpu t decision s is 
anticom petitive, i.e., if it fixes prices or agrees 
to lim it production, w e presum e that the results 
on the firm 's perform ance w ill be anticom petitive. 
That is, w e can expect excess profits and reduced  
efficiency.

The structure m easure is still another step 
rem oved. It asserts a line o f causation runn ing  
first from  structure, then to conduct, and then to 
perform ance. A n  industry that does not have a 
com petitive  structure probab ly  w ill not exhibit 
com petitive  behavior. For instance, an industry  
w ith few  firm s and w ith barriers that prevent new  

firm s from  entering the m arket cou ld  lead to anti­
com petitive  con du ct such as price fixing, w hich, 
in turn, cou ld  lead to artificially-inflated profits.

Problems of Enforcement

W h ic h  m easure o f com petition — perform ance, 
conduct, or structure— is used determ ines the 
m eans o f enforcem ent. If the enforcem ent agency  
judges the level o f com petition  directly by 
the perform ance variables, these are the variables 
it w ill u sually  regulate. Regu la ting  an industry  
in this way, though, appears to alter the en force­
m ent p o licy  from  one  o f preserving com petition  
to one  o f regulating m onop o ly . Indeed, this is the 
approach  generally  taken w ith p ub lic  utilities.

O n e  o f the draw backs to the perform ance  
approach  is that it creates m any evidence problem s. 
Low  profits, for exam ple, generally  indicate a 
high degree o f com petition. A n d  yet, low  profits 
m ight just as w ell conceal an inefficient m onopo ly ,  
w hile  h igh  returns m igh t reflect the presence of

firm s that are new  and successful com petitors  

in several markets.
O n  the other hand, if the regulatory agency  

judges the level o f com petition  by a firm 's price  
and ou tpu t decisions, i.e., by its conduct, injunc­
tion w ill be the norm al m eans o f enforcem ent. The  
antitrust laws readily identify and enjoin anti­
com petitive  conduct, such as predatory price  
cutting to drive com p etin g  firm s from  the market. 
Som e types of conduct, though, such as tie-in  
agreem ents and contracts between suppliers and  
dealers, destroy com petition  on ly  w hen certain 
com pan ies engage  in them  in specific market set­
tings. This selectivity requires the regulators to 
lo ok  at con du ct in ind iv idual markets and requires 
them  to use a case-by-case analysis. Further­
more, there is no guarantee that the injunction  
will have the desired effect on perform ance. A n  
enterprising firm can often devise other w ays to 
obtain  its objectives.

Finally, if the regulatory agency takes structure 
as the m easure o f com petition, the com m o n  

vehicles o f enforcem ent are divestiture, m erger 
regulation, and the encouragem ent of new  firm s 
entering the market. The idea is to prevent the 
concentration of market pow er in the hands o f a 
few firms. M arket pow er is necessary in order to 
engage  in anticom petitive conduct. If there is no  
such pow er in the first place, there can be no q ues­
tion of firm s exercising it w ith the intent to 
hinder com petition. The structure approach has the 
further advantage o f be ing adapted m ore readily  
to gu ide lines and, therefore, requires a m in im um  
of adm inistrative resources.

Structural Regulation of 

Holding Companies

The Bank H o ld in g  C o m p an y  A ct incorporates the 
structure approach for preserving com petition.
It does so partly because of the adm inistrative  
advantages of structural regulations. M oreover, 
it takes the structure approach  because the con du ct  
approach  cannot deal w ith the "v o lu n ta ry "  
tie-in behavior to w h ich  the h o ld in g  com p an y  type  
of organ ization  readily lends itself.

The possib ility  of tie-in agreem ents is a principal 
reason w hy the A ct provides for the separation  
of banks and n on bank ing  enterprises. The A ct  
intends that this separation prevent preferential 
treatment and tie-in arrangem ents that w ou ld  
jeopard ize  the bank 's so lvency or result in a 
com petitive advantage for the n on bank ing  su b ­
sidiary. For exam ple, w ithou t such a restriction, 
granting a bank loan m ight depend on w hether 
the custom er purchases the h o ld in g  com pan y 's  
insurance and data p rocessing services.

A lth o u gh  the con du ct approach  can control 
an explicit tie-in, it can do  n o th ing about a 
situation w here a custom er vo luntarily  utilizes the
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h o ld in g  com p an y 's  n on bank ing  services w ith the 

hope  o f receiving favored treatment in ob ta in in g  
a loan. For exam ple, if a h o ld in g  com p an y  w ere  
perm itted to ow n  a b u ild in g  supp ly  subsidiary, 
the construction  loan custom er is likely to feel 
that be ing granted a loan m ight depend on  
w hether he purchased materials from  the 
subsid iary, and he w o u ld  d o  so o f his ow n  accord.

One-Bank Holding Companies

Thus, in a structural m anner, the Bank H o ld in g  
C o m p a n y  A ct o f 1956 w as a im ed at preventing  
those vo luntary  restrictions on  com petition  too  
difficu lt to stop in other ways. The A ct did, 
though, exem pt h o ld in g  com p an ies con tro llin g  on ly  
one  bank, prim arily  to avo id  the burden of regulat­
ing sm all, fam ily -ow ned  banks that d id  not 
appear to go  against the legislation. By 1969, 
however, the n um ber o f o rgan izations en joying  
this exem ption  had m u sh roo m ed  to 1,116 and 
contro lled  32 percent o f U.S. bank deposits.

These on e -bank  com pan ies are o f three m ajor 
types. The m ost salient, because o f its co n d u c ive ­
ness to voluntary  tie-ins, is the financial congeneric. 
This is a com p an y  w hose  m ajor subsid iary  is a 
large bank. The other subsid iaries, w hich  have 
considerab ly  sm aller assets than the bank, engage  
in financial and adm inistrative services such as 
real estate and m ortgage  brokerage, factoring, 
data processing, leasing, and property m anagem ent.

A  second  type o f on e -bank  h o ld in g  com p an y  
takes the form  o f an industrial conglom erate.

The com pany, in an effort to diversify its ho ld ings, 

generally  engages in som e  form  o f m anufacturing  
or sh ip p in g  as a m ajor activity and operates a 
variety o f unrelated m inor subsid iaries. A m o n g  
these subsid iaries is a bank, w h ich  m ay be either 
an investm ent p roposition  for the com pany, or a 
retail banking facility intended on ly  to provide  
a banking conven ience  for co m p an y  em ployees. 
Since the con g lom erate 's custom ers are generally  
in w ide ly  separated ge ograph ic  and p roduct  
markets, vo luntary  tie-ins w ith the ban k in g  
activity are som ew hat less likely to occur.

The third type o f com p an y  is pure ly a ban k in g  
operation. There m ay be a m inor subsid iary  that 
provides property m anagem ent, insurance, or data 

processing  services to the bank. O ften, though, 
the h o ld in g  com p an y  has no operational s ign i­
ficance. It merely serves as a conven ient legal 
form  o f ow nersh ip.

Public  concern  for the sharp increase in the 
num ber of these on e -bank  h o ld in g  com pan ies  
exem pted from  the Bank H o ld in g  C o m p a n y  

A ct p rom pted  the passage o f the A m e n d m e n ts o f
1970. The A m e n d m e n ts b ring all on e -ban k  h o ld in g  

com pan ies under the A ct 's  ju risd iction  and  
structurally restrict their activities to areas so  
close ly  related to ban k in g  that there w ill be few er 
opportun itie s for vo luntary  tie-ins and the 
accom p an y in g  anticom petitive  effects.

The new  law  required all on e -b an k  h o ld in g  
com pan ies to file a registration statem ent by  
Septem ber 1971. For the first time, w e are n ow  
in a position  to kn o w  the actual extent o f one- 
bank h o ld in g  co m p an y  activity.

H ypothetica l O n e -B an k  C on gen eric
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H ypothetica l O n e -B an k  C onglom erate

Holding Companies in the Southeast

O n e -b a n k  h o ld in g  com pan ies in m id-1971  
con tro lled  20 percent o f total bank deposits in 
the six-state Southeastern area. This w as in addition  
to the 29 percent a lready contro lled  by registered  
m ultibank  h o ld in g  com panies. A b o u t  one-th ird  

o f the 91 new ly  registered com p an ies engage  
so le ly  in ban k in g activities (Table 1). But these 
accou nt for a m uch  sm aller fraction o f the deposits  
in the new ly  registered category.

Fully another one-th ird  are o f the c o n g lo m ­
erate type and en gage  in activities ranging from  
ranch ing and land deve lopm ent to d o ck  operation  
and railcar leasing. M o s t  o f these are not large, 
how ever. O n ly  fou r conglom erates ho ld  n o n ­
banking assets in excess o f $40 m illion. The  
average is c loser to $3 m illion  invested in n on b an k ­
ing activities, w ith  a ban k in g affiliate in the $25- 
m illion  deposit range. So, again, the am ou nt o f 
bank  deposits contro lled  by this type o f o rgan iza ­
tion does not m ake the conglom erate  the m ajor  
form  o f control o f banking resources.

The rem ain ing one-th ird  o f the new  registrants 
are congeneric -type  h o ld in g  com panies. The 30 
banks in the congeneric  class account for a lm ost  
82 percent o f the deposits contro lled  by all one- 
bank organ izations. Seventeen o f these control 
large banks, each h o ld in g  m ore than $60 m illion  
in deposits, and thus m ake this type of h o ld in g  
co m p an y  the m ost sign ificant category in terms 
of deposit control. In addition, the m ajority of 
these large congenerics w ere incorporated in the 
late 1960's and help account for the im petus to 
close  the on e -bank  lo op h o le  in the Bank H o ld in g  

C o m p a n y  Act.

Control of Total Bank Deposits

One-bank holding companies

b l  1 MO

“ E 3  Multibank holding companies

- 20.0% H i p

- 29.1%
9.1%
8.9%

1965 1971
Note: Figures cover all banks in entire six-state area.

Extent of Bank-Related Activities

Tak ing a closer look  at the financial congeneric  
organ izations, it is n ow  possib le  to identify the 
m ore com m o n  areas o f activity pursued by the 

n on bank ing  subsid iaries o f these larger banking  
concerns. The m o st frequent areas seem natural 
extensions of the principal banking activity and  
are bank-related. These are property m anagem ent  
of the bu ild in g  that houses the banking premises, 
data processing and payroll services, business and  
tax consu lting, m ortgage ban k in g  ,and lend ing  

through finance and acceptance com panies.
These are all activities that the Board of G overnors
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TABLE  1

N u m b e r  o f O n e -B a n k  H o ld in g  C o m p a n y  O r g a n iz a t io n s

b y  T y p e  a n d  B a n k  D e p o s it  S iz e

(June 1971)

Congeneric Conglomerate Banking

Company $60 million Under $60 million Under $60 m illion Under
Location or more $60 million or more $60 m illion or more $60 million

.......................  2 2 3 6

Florida . . . . 4 1 11 2 7

Georgia . . . . .......................  3 3 8 5

Louisiana . . . .......................  5 2 2 3 2 2

.......................  2 1 1

.......................  4 1 4

Outside the
Sixth District . .......................  1 1 1 2

Total . . . .......................  17 13 4 28 4 25

One-Bank Holding Companies (June 1971)
Million $

$7,435

$931
$715 j j

Banking Conglomerate Congeneric

has ruled as c lose ly  and properly  related to ban k ­
ing, and thus are perm issib le  activities for bank  
h o ld in g  com p an ies.1 A  few  on e-bank  com pan ies  
operate in other perm issib le  areas, such as 
insurance agency  activities, factoring, and invest­
ing in sm all business and com m u n ity  deve lopm ent  

projects.
Leasing is an area w here m any com pan ies are 

active, but it has not yet been fully  determ ined as 
close ly  related to banking. Certain types of 
personal property leasing are perm issib le, and  
several com pan ies are active in capital equ ipm ent, 
business m achine, and au tom o b ile  leasing. The 

Board o f G overn ors has not yet ruled on the 
propriety o f real property leasing— a type o f

'The nature of these rulings has been discussed in an earlier 
article, "What is 'Closely Related to Banking'?", this Review,
June 1971.

leasing engaged  in frequently by a n um ber o f 
Sixth D istrict congenerics.

Conclusion

A s w e have seen, the concentration  o f ban k in g  
resources and the m ix ing o f ban k in g  and com m erce  
can p lace lenders in a p osition  to restrain 
com petition  through  reciprocal agreem ents and  
tie-in contracts. Furthermore, the regulatory  
tradition o f the 1930's concerned  w ith banking  
stability has encouraged  a ban k in g  structure w ith  

m any m arkets that have few  ban k in g  alternatives. 
The possib ilities o f tie-ins are thus too  num erous to 
prevent by a p o licy  o f regulating the behavior o f 
ind iv idual banks. The line betw een prudent b u s­
iness behavior and e co n o m ic  coercion  cannot easily  
be d istingu ished  from  afar w ith  aggregate  statis­
tics. The Bank H o ld in g  C o m p a n y  A ct w as designed, 
instead, to prevent the de ve lopm e n t o f a ban k in g  
structure con du cive  to coercive con du ct in the 
first place.

It appears that the considerab le  percentage  
of bank deposits exem pted from  the Bank H o ld in g  
C o m p a n y  A ct— 20 percent in the Sixth D istrict—  
supports the decision  to c lose  the on e -bank  lo o p ­
hole. In addition, the com parative ly  recent 
incorporation  of the m ajority o f this control 
testifies to the tim eliness o f the 1970 A m e n d ­
ments.

O n  the other hand, the actual registration o f 
these com p an ies has not revealed so  extensive  
an intertw in ing o f ban k in g  and com m erce  as m any  

observers had anticipated. The n o n b an k in g  activ­
ities o f conglom erate  on e -bank  h o ld in g  com pan ies  
are extensive in terms of the variety o f these 
activities. But in terms o f the deposit size of
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Table 2

B a n k -R e la te d  A c t iv it ie s  P e r m is s ib le  

fo r  B a n k  H o ld in g  C o m p a n ie s

—Rulings by the Board of Governors
as of May 1972

1. Making loans and operating finance and 
factoring companies

2. Operating industrial savings banks
3. Servicing loans and mortgages
4. Acting as fiduciary
5. Investment and financial advisory services
6. Leasing of personal property and equipment
7. F inancing community development 

corporations
8. Bookkeeping, billing, payroll, and data 

processing services
9. Insurance agency and brokerage services

10. Acting as insurer for holding company’s own 
subsid iaries

A c t iv it ie s  U n d e r  C o n s id e r a t io n  b y  th e  B o a rd

1. Investment counseling for investment 
companies

2. Property management and mineral rights 
leasing

3. Armored car services
4. Insurance underwriting
5. Leasing of real property

the banks invo lved and the asset size of the n o n ­
ban k in g  subsid iaries, these conglom erate  activ­
ities are relatively sm all-scale. M oreover, the 
activities o f the m ajority o f large congenerics  
already fall w ell w ith in  the bank-related b o u n d s  
stipulated by the new  A m endm ents.

A s to the future course, it is p robab le  that the 
larger congenerics w ill becom e m ultibank  

organ ization s w here perm itted by state law. 
Several, in fact, have already acquired additiona l 
banks since the registration. The p robab le  action  
o f the conglom erates is not so clear. The A m e n d ­
m ents still p rovide  an exem ption for the sm aller  
conven ience  banks o f conglom erates, and these w ill 
likely con tinue  to operate as subsid iaries. A  
n um ber o f com pan ies, however, still m ight have to 
divest either their ban k in g or their n on bank ing  
interests by 1980.

In sum m ary, the d isc losure  o f the full struc­
ture o f bank  h o ld in g  com pan ies reveals that the 
A m e n d m e n ts o f 1970 have turned out to be, at 
least in the Southeast, largely a p iece o f preventative  
legislation. Such  a m easure in the hands o f the 
Federal Reserve System  shou ld  go  a lo n g  w ay  
tow ard  preserving a com petitive  m arket structure 
that can secure the full p ub lic  benefits o f an 
innovative ban k in g  system. ■

MARCH 29, 1972
WESTSIDE ATLANTIC BANK OF ORLANDO
Orlando, Florida
Opened for business as a nonmember. Officers: 
E. C. Simmons, president, Jim W. Matthews, vice 
president; and David J. Wilson, cashier. Capital 
$360,000; surplus and other capital funds, $144,000.

APRIL 3, 1972
MERCHANTS AND FARMERS BANK
Millport, Alabama
Began to remit at par.

APRIL 7, 1972
CENTURY NATIONAL BANK
New Orleans, Louisiana
Opened for business. Officers: Joseph M. Con­
nolly, chairman; Ralph J. Giardina, president; 
George Allen, vice president and cashier; Adrien 
Dupuis, vice president; and Nick Bonura, Clarence 
Braunea, Mrs. Leona Clade, and John Seghers, 
assistant vice presidents. Capital, $1,000,000; sur­
plus and other capital funds, $1,000,000.

APRIL 19, 1972
BANK OF HOLLYWOOD BEACH
Hollywood Beach, Florida
Opened for business as a nonmember. Officers: 
Harold E. Shaw, president; Carol R. Owen, execu­
tive vice president; and William A. Kern, cashier. 
Capital $900,000; surplus and other capital funds, 
$315,000.

Bank Announcements
(Continued from page 81)
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Net Demand
Total Deposits:

Loans (net)

Investments* Savings'

LATEST MONTH PLOTTED: MARCH
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.

B A N K IN G  S T A T I S T I C S

Billion $

—  30 _  D E P O S IT S  —\2

—11 
A/
—  8.5

—  7.5

Oj

—  5.4

—  5.0

—  4.6

i ij

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

SIXTH DISTRICT MEMBER BANK CONSUMER LOANS
%  Change Decem ber 1970 to Decem ber 1971

Total Single
Instalm ent Payment

Loans Loans
DISTRICT ...................... . + 16 +  18

ALABAMA ................................... . +  19 +  26
Anniston-Gadsden . . . + 14 -  0
Birmingham ................. . + 20 +  53
Dothan .............................. . +  23 +  31
M o b ile .............................. . +  19 -  7
Montgomery..................... . +  15 +  10

FLO RID A ................................... . +  14 +  24
Ja ck so n v ille .................... . +  7 + 24
Miami .............................. . +  15 +  31
Orlando .......................... . +  20 +  21
Pensacola ..................... . +  1 -  11
Tampa-St. Petersburg . + 18 + 16

M ISSIS S IP P I*  ......................... . +  21 +  1
Jackson .......................... . +  14 -  2
Hattiesburg-Laurel-Meridian + 42 + 16
Natchez .......................... . +  20 -  5

Total Single
Instalm ent Payment

Loans Loans
GEORGIA ...................... . + 14 +  22

-i A tla n ta .............................. . +  20 +  29
Augusta .......................... . -  1 +  27
Colum bus.......................... . +  12 +  16
Macon .............................. . +  7 +  0
Savannah ...................... . +  9 +  12
South G eorgia................ . — 0 +  22

L O U I S I A N A * .............................. . + 17 +  2
Alexandria-Lake Charles . . +  38 +  16
Baton R o u g e ............. . +  15 +  6
Lafayette-Iberia-Houma . + 27 +  2
New O r le a n s ................. . +  10 +  1

T E N N E S S E E *  .............................. . + 14 +  21
Chattanooga................ . + 17 +  22
K n o x v ille .......................... . + 19 +  18
N a sh v ille .......................... . + 12 +  21
T ri-C ities.......................... . +  21 +  8

Note: Figures shown are for trade and banking areas, which include several counties surrounding central cities. Boundaries 
of some areas do not coincide with state lines.

*Trade and banking areas in the Sixth District portion of state.
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D IS T R IC T  B A N K S : C O N S U M E R  L O A N S  C O N T IN U E  T O  G R O W

C on su m ers in the Southeast are con tinu in g  to m ake  
heavy use o f bank credit. In fact, through the first 
half of April, total con su m er loans— instalm ent 
loans and sing le  paym ent loans— grew  at an even 
faster rate than in 1971, a year o f a ll-tim e record  
do lla r increases. Total con su m er loans increased at 
an annual rate of 23 percent du ring the first quarter 
o f 1972, w h ile  the annual rate for 1971 w as 16 per­
cent.

Reports through  M arch  from  a representative 
grou p  o f D istrict banks, inc lu d in g  n on m em ber in­
sured banks, indicate that all categories o f c o n ­
sum er insta lm ent loans have m ade strong gains  
throughout the District. Personal instalm ent loans 
(unsecured signature loans) and repair and m o dern ­
ization loans registered the strongest gains, each  
increasing at an annual rate o f 10 percent. A u to ­
m ob ile  loans continued  to sh o w  large gains, in­
creasing sligh tly  faster than du ring com parab le  
m onths o f a year ago. The 1972 pace in bank auto  
financing, how ever, is be low  that achieved during  
the second  half o f 1971.

D ata  for 1971 show  that consum er loans increased  
sharply at both large and sm all m em ber banks. In 
fact, this total do lla r grow th  w as the largest gain  
ever achieved in the District. C o n su m e r loans at 
m em ber banks increased by over $800 m illion, an 
am ou nt three tim es as great as the 1970 increase. 
In sta lm ent loans increased by over $500 m illion, 
accou nting  for over half o f the increase in c o n ­
sum er loans. A lth o u gh  single  paym ent loans ad ­
vanced  by a sm aller am ount, they d id  achieve  
rough ly  the sam e percentage grow th.

Insta lm ent loan grow th, largely because o f tre­
m e n d ou s increases in au tom o b ile  loans between  
A u gu st  and O ctober, registered m uch stronger gains 
in the second  half o f 1971 than du ring the first half. 
A u to m o b ile  loan ga ins ($221 m illion) accounted  for 
nearly half o f the increases in total instalm ent lend­
ing. Insta lm ent loans for retail con su m er goods, 
particu larly m ob ile  hom e loans, also accounted  
for a large portion  ($198 m illion) o f con su m er in ­
stalm ent lend ing increases.

The am ou nt o f instalm ent debt per D istrict 
con su m er at insured com m ercia l banks in the D is ­
trict a lso  w ent up, rising -from $216 in m id-1970 to 
$240 in m id-1971. Nationally, it increased from  

$225 to $250 during the sam e period. W ith in  the 

region, Tennessee ranked highest, w ith $280 per 
ind iv idual, and Louisiana the lowest, $186. In each  
state, 1971 figures w ere greater than those for 1970.

IN ST A L M E N T  LO ANS

Consumer Goods 
(Mobile Homes)

Single Payment

Automotive
Instalment

Other Instalments

Repair & 
Modernization

%  chg., Dec. '70 to Dec. 71
10 20 30
I I I

Note: Figures cover all District member banks.

The ability of consum ers to support additiona l 
debt also increased. A  pre lim inary estim ation o f per 
capita incom e, based on  the first three quarters of
1971, show s that 1971 per capita incom e for the D is ­
trict w ill be slightly  m ore than $3,400, a rise o f $200 
over 1970 figures. Per capita savings (based on  
m idyear figures) at insured com m ercia l banks also  
c lim bed  du ring  1971 to $353, an increase o f $44 
from  1970 figures.

The interaction of im proved econ om ic  con d ition s  
and the President's N e w  Econom ic  Program  (NEP) 
played an im portant role in shap in g  consum er w ill­
ingness to assum e additiona l debt du ring the latter 
part of 1971. The p roposed  e lim ination  o f the auto  
excise tax and the tem porary price freeze, w hich  

consum ers anticipated w o u ld  be rem oved du ring  

Phase II, m ade autom ob ile s an attractive buy. M o re ­
over, D istrict banks w ere receptive to consum er  
requests for loans, since business loan dem and w as 
not sufficiently strong enough  to absorb  the very 
large tim e and savings deposit ga ins o f 1971. M a n y  
banks a lso  encouraged  consum er loans by low ering  
interest charges.

If recent surveys are correct in co n c lu d in g  that 
consum ers have recently becom e freer in their 
sp en d in g  habits, one can expect consum ers to co n ­
tinue to expand their use of bank credit. How ever, 
an outburst in. consum er credit seem s unlikely  
w ithout a stim u lating force o f the m agn itude  that 
Phase I had on auto sales last fall.

JO SEPH  E. R O S S M A N ,  JR.
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Sixth D istrict Statistics
Seasonally Adjusted

( A l l  d a t a  a r e  i n 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 . )

L a t e s t  M o n th  
1 9 7 2

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

SIX T H  D IS T R IC T  

IN C O M E  A N D  S P E N D I N G

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

C r o p s ........................................................................F e b .
L i v e s t o c k  ............................................................F e b .

I n s t a l m e n t  C r e d i t  a t  B a n k s *  (M il.  $ )
N e w  L o a n s .......................................................... M a rc h
R e p a y m e n t s  ......................................................M a rc h

E M P L O Y M E N T  A N D  P R O D U C T IO N

1 4 6
1 4 4
1 6 0
1 4 9

4 3 4
3 7 7

1 4 5 r
1 4 2
1 7 5
1 3 2

4 2 5
3 6 3

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 ..............................M a r c h  1 4 6
F a r m  C a s h  R e c e i p t s ........................................ F e b .  1 8 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 .................................. M a r c h  1 0 8
M a n u f a c t u r i n g ................................................M a r c h  1 0 7

N o n m a n u f a c t u r i n g  ....................................M a r c h  1 0 9
C o n s t r u c t i o n .............................................. M a r c h  9 6

F a r m  E m p l o y m e n t ..........................................M a rc h  8 9

1 4 4
1 8 2

1 0 8
1 0 7
1 0 8

1 4 3 r
1 2 6
1 4 2
1 3 2

3 8 8
3 5 1

1 4 3
1 3 5

1 0 8
1 0 7
1 0 8  100

1 3 4
1 3 0
1 4 3
1 3 0

3 6 9
3 3 7

N o n f a r m  E m p l o y m e n t .................................... M a rc h 1 1 6 1 1 5 1 1 5 r 112
M a n u f a c t u r i n g ................................................ M a rc h 1 0 8 1 0 7 1 0 7 1 0 8

N o n d u r a b l e  G o o d s .................................. M a r c h 1 0 8 1 0 8 1 0 8 1 0 6
F o o d  ............................................................ M a r c h 1 0 5 1 0 4 1 0 3 r 1 0 3
T e x t i l e s ...................................................... M a r c h 1 0 4 1 0 3 1 0 4 r 1 0 3
A p p a r e l  ...................................................... M a r c h 1 0 6 1 0 6 1 0 6 r 1 0 3
P a p e r  .......................................................... M a rc h 1 0 9 1 0 9 1 0 9 r 110
P r i n t i n g  a n d  P u b l i s h i n g  . . . M a rc h 1 1 4 1 1 4 1 1 4 r 112
C h e m i c a l s ................................................ M a rc h 1 0 3 1 0 4 1 0 5 r 1 0 4

D u r a b l e  G o o d s .......................................... M a rc h 1 0 7 1 0 6 1 0 6 r 1 0 4
L b r . ,  W o o d  P r o d s . ,  F u r n .  &  F ix . M a rc h 101 102 102r 9 7
S t o n e ,  C la y ,  a n d  G l a s s  . . . . M a rc h 112 112 l l l r 1 0 7
P r i m a r y  M e t a l s .................................. M a r c h 1 0 5 1 0 4 1 0 5 1 0 3
F a b r i c a t e d  M e t a l s  ........................ M a r c h 1 1 6 1 1 6 1 1 5 r 111
M a c h i n e r y ................................................ M a r c h 1 6 5 1 6 3 1 6 3 r 1 5 9
T r a n s p o r t a t i o n  E q u i p m e n t  . . M a r c h 1 0 4 1 0 3 1 0 3 r 1 0 5

N o n m a n u f a c t u r i n g  .................................... M a rc h 1 1 9 1 1 8 1 1 8 r 1 1 5
C o n s t r u c t i o n .......................................... M a rc h 1 1 3 1 1 4 1 1 6 r 1 1 3
T r a n s p o r t a t i o n  .................................... M a rc h 1 1 5 1 1 6 1 1 5 111
T r a d e ............................................................ M a rc h 1 1 8 1 1 8 1 1 8 r 1 1 4
F i n . ,  i n s . ,  a n d  r e a l  e s t .  . . . M a rc h 1 2 4 1 2 3 1 2 3 r 1 1 9
S e r v i c e s .................................................... M a rc h 1 2 3 1 2 3 1 2 3 r 1 1 8
F e d e r a l  G o v e r n m e n t ....................... M a rc h 101 101 l O l r 100
S t a t e  a n d  L o c a l  G o v e r n m e n t .  . M a rc h 1 2 4 1 2 4 1 2 3 r 1 1 9

F a r m  E m p l o y m e n t .......................................... M a rc h 9 3 91 9 4 9 2

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 ) ...................... M a r c h 4 .4 4 .3 4 .3 4 .8

I n s u r e d  U n e m p l o y m e n t
( P e r c e n t  o f  C o v . E m p . ) ........................ M a rc h 2 .4 2 .5 2 .5 2 .9

A v g . W e e k ly  H rs .  in  M fg . ( H r s . )  . . . M a rc h 4 1 .0 4 0 .9 4 1 .2 4 0 .4
C o n s t r u c t i o n  C o n t r a c t s * .............................. M a rc h 1 9 3 211 1 7 2 212

R e s i d e n t i a l .......................................................... M a rc h 222 2 7 3 2 0 9 1 5 9
A ll O t h e r ............................................................ M a rc h 1 6 5 1 5 0 1 3 7 2 6 3

E l e c t r i c  P o w e r  P r o d u c t i o n * *  . . . . D e c . 1 6 8 1 6 9 1 6 8 1 6 5
C o t to n  C o n s u m p t i o n * * .................................. F e b . 88 88 9 0 9 4
P e t r o l .  P r o d ,  in  C o a s t a l  L a . a n d  M is s .* * A p ri l 1 1 9 1 1 8 1 1 9 1 2 9
M a n u f a c t u r i n g  P r o d u c t i o n ........................ J a n . 2 5 8 2 5 8 2 5 8 2 4 8

N o n d u r a b l e  G o o d s .................................... J a n . 2 2 4 222 222 2 1 3
F o o d  .................................................................. J a n . 1 7 8 1 7 7 1 7 6 1 7 1
T e x t i l e s ............................................................ J a n . 2 6 3 2 5 7 2 5 7 2 4 0
A p p a r e l  ............................................................ J a n . 2 7 2 2 6 7 2 6 9 2 6 8
P a p e r  ................................................................. J a n . 2 0 6 2 0 4 2 0 5 200
P r i n t i n g  a n d  P u b l i s h i n g  . . . . J a n . 1 6 1 1 6 1 1 6 1 1 6 7
C h e m i c a l s .................................................... J a n . 2 9 1 2 8 2 2 6 7 2 6 3

D u r a b l e  G o o d s ................................................ J a n . 2 9 9 3 0 0 3 0 2 2 8 9
L u m b e r  a n d  W o o d .................................. J a n . 1 8 8 1 8 9 1 9 3 1 6 7
F u r n i t u r e  a n d  F i x t u r e s ...................... J a n . 1 8 2 1 81 1 8 1 1 8 1
S t o n e ,  C la y ,  a n d  G l a s s  . . . . J a n . 1 7 9 1 7 4 1 7 4 1 7 1
P r i m a r y  M e t a l s ........................................ J a n . 200 1 9 3 1 9 5 2 0 9
F a b r i c a t e d  M e t a l s .................................. J a n . 2 5 2 2 5 1 2 5 0 2 4 6
N o n e l e c t r i c a l  M a c h i n e r y  . . . . J a n . 3 8 6 3 8 4 4 0 1 3 7 3
E l e c t r i c a l  M a c h i n e r y ........................ J a n . 6 2 7 6 3 5 6 3 5 6 2 1
T r a n s p o r t a t i o n  E q u i p m e n t  . . . J a n . 3 8 8 3 9 2 3 9 8 3 5 5

IN A N C E  A N D  B A N K IN G  
L o a n s *

A ll M e m b e r  B a n k s .................................... M a rc h 1 7 5 1 7 0 1 7 1 1 5 1
L a r g e  B a n k s  ...................................................... M a rc h 1 6 1 1 5 4 1 5 7 1 4 0

D e p o s i t s *
A ll M e m b e r  B a n k s .................................... M a rc h 1 6 0 1 5 9 1 5 6 1 4 3
L a r g e  B a n k s  ...................................................... M a rc h 1 4 3 1 4 3 1 4 1 1 3 2

B a n k  D e b i t s * / * * ................................................ M a rc h 1 8 3 1 7 8 1 7 4 1 5 9

1 3 5
1 5 5

1 0 6
1 0 7
1 0 6

L a t e s t  M o n th
1 9 7 2

U n e m p l o y m e n t  R a t e
( P e r c e n t  o f  W o rk  F o r c e ) ........................ M a r c h  5 .0

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

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 a r c h  1 6 8
M e m b e r  B a n k  D e p o s i t s ..............................M a r c h  1 5 4
B a n k  D e b i t s * * ...................................................... M a rc h  1 6 7

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 .............................. M a rc h  1 4 9
F a r m  C a s h  R e c e i p t s ....................................F e b .  1 4 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 ...................................M a rc h  1 2 5
M a n u f a c t u r i n g ................................................ M a rc h  1 0 9
N o n m a n u f a c t u r i n g  .................................... M a r c h  1 2 8

C o n s t r u c t i o n ...............................................M a rc h  1 3 4
F a r m  E m p l o y m e n t .............................................. M a r c h  1 0 2
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 )  . . . .  M a r c h  4 .0
A v g . W e e k ly  H r s .  in  M fg . ( H r s . )  . . . M a r c h  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 .................................... M a r c h  1 9 1
M e m b e r  B a n k  D e p o s i t s ..............................M a r c h  1 7 9
B a n k  D e b i t s * * ......................................................M a r c h  2 1 0

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 ..............................M a r c h  1 4 5
F a r m  C a s h  R e c e i p t s ....................................F e b .  1 3 8

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 ...................................M a r c h  1 1 5
M a n u f a c t u r i n g ................................................ M a r c h  1 0 5
N o n m a n u f a c t u r i n g  ....................................M a r c h  1 2 0

C o n s t r u c t i o n ...............................................M a rc h  1 1 1
F a r m  E m p l o y m e n t .............................................. M a r c h  9 2
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 )  . . . .  M a r c h  3 .7
A v g . W e e k ly  H rs .  in  M fg . ( H r s . )  . . . M a r c h  4 1 .1

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 a r c h  1 6 9
M e m b e r  B a n k  D e p o s i t s ..............................M a r c h  1 4 3
B a n k  D e b i t s * * ......................................................M a r c h  1 9 0

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 .............................. M a r c h  1 3 5
F a r m  C a s h  R e c e i p t s .................................... F e b .  1 3 8

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 ...................................M a r c h  1 0 9
M a n u f a c t u r i n g ................................................ M a r c h  1 0 2
N o n m a n u f a c t u r i n g  .................................... M a r c h  1 1 1

C o n s t r u c t i o n  ........................ M a r c h  9 4
F a r m  E m p l o y m e n t ...............................................M a r c h  8 3
U n e m p l o y m e n t  R a t e

( P e r c e n t  o f  W o rk  F o r c e )  . . . .  M a r c h  6 .5
A v g . W e e k ly  H r s .  in  M fg . ( H r s . )  . . . M a r c h  4 2 . 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 * .................................... M a r c h  1 5 2
M e m b e r  B a n k  D e p o s i t s *  . . .  . M a r c h  1 4 9
B a n k  D e b i t s * / * * ................................................M a r c h  1 5 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 .............................. M a r c h  1 6 0
F a r m  C a s h  R e c e i p t s .................................... F e b .  1 7 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 ...................................M a r c h  1 1 4
M a n u f a c t u r i n g ................................................ M a r c h  1 1 9
N o n m a n u f a c t u r i n g  .................................... M a r c h  1 1 2

C o n s t r u c t i o n ...............................................M a r c h  9 6
F a r m  E m p l o y m e n t .......................................... M a r c h  9 6

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

A g o  A g o

1 6 7  1 6 6  
1 5 1  1 5 1
1 6 8  1 6 9

1 4 3
1 3 4

1 2 4110
1 2 7
1 3 2

1 9 0
1 8 1
2 0 7

1 4 3
1 2 9

1 1 5
1 0 4120
1 0 9

1 6 3
1 4 1
1 7 9

1 3 3 r
1 1 9

1 0 9  102 
l l l r  

9 5  r 
8 3

1 4 9
1 5 0  
1 4 3

1 6 3
2 0 8

1 1 4
1 1 7112

1 4 0 r
1 5 1

1 2 4 r
1 0 9
1 2 7 r
1 3 0 r

9 8

1 8 8
1 7 5
1 9 4

1 4 5
1 3 6

1 1 5
1 0 5120
1 1 5

3 .7
4 1 .3

1 6 4
14 1
1 8 2

1 3 2
1 0 9

1 0 9  
102r110

1 5 2
1 4 7
1 4 1

1 5 8
1 3 5

1 1 4
1 1 6
1 1 3
1 0 5

O n e
Y e a r
A g o

5 .3
4 0 .2

1 4 4
1 3 6
1 3 9

1 3 8
1 1 6

121
1 0 8
1 2 8
1 3 4

9 0

4 .6
4 0 .7

1 6 5
1 6 0
1 7 6

1 3 3
1 3 3

1 1 3
1 0 4
1 1 7
1 0 6

9 1

3 .4
4 0 .4

1 4 1
1 2 9
1 6 5

1 2 5
1 2 4

1 0 5  100
1 0 6  

8 7  
8 2

6 .5
4 1 .5

1 3 9
1 3 5
1 4 2

1 3 9
1 7 0

110111
1 0 9100
1 0 7
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One Two One 
Latest Month Month Months Year 

1972 Ago Ago Ago

One Two One 
Latest Month Month Months Year 

1972 Ago Ago Ago

Unemployment Rate
(Percent of Work Force) . . . .  March 4.0 3.8 3.8 5.3 

Avg. Weekly Hrs. in Mfg. (Hrs.) . . . March 40.5 40.8r 40.8 40.3

FINANCE AND BANKING
Member Bank L o a n s * ...............March 184 170 175 159
Member Bank D e p o s its* ............March 158 156 152 142
Bank D e b its * /* * ........................March 171 177 166 158

T E N N E S S E E

Manufacturing Payrolls..................March 147 150 143r 133
Farm Cash R e ce ip ts..................Feb. 137 133 109 128

EMPLOYMENT

Farm Employment.....................March
Unemployment Rate

(Percent of Work Force) . . . .  March 
Avg. Weekly Hrs. in Mfg. (Hrs.) . . . March

FINANCE AND BANKING

Member Bank L o a n s* ..................March
Member Bank Deposits*...............March
Bank D e b its*/** ........................March

115 114 114 109
108 107 107r 105
119 118 118r 112
125 131 136r 132
89 92 94 90

3.6 3.7 3.7r 4.9
40.6 40.7 41.0r 40.1

173 162 168 152
155 153 147 138
161 158 154 149

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

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

Nonfarm employment data for all District states have been adjusted to new bench marks.

Sources: Manufacturing production estimated by this Bank; nonfarm, mfg. and nonmfg. emp., mfg. payrolls and hours, and unemp., U.S. Dept, of Labor and cooperating 
state agencies; cotton consumption, U.S. Bureau of Census; construction contracts, F. W. Dodge Div., McGraw-Hill Information Systems Co.; petrol, prod., U.S. Bureau of 
Mines; industrial use of elec. power, Fed. Power Comm.; farm cash receipts and farm emp., U.S.D.A. Other indexes based on data collected by this Bank. All indexes 
calculated by this Bank.

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

( I n  T h o u s a n d s  o f  D o l l a r s )
Percent Change Percent Change

Mar.
1972

Feb.
1972

Mar.
1971

Mar.
1972
From

Year
to

date
3 mos. 
1972 
from 
1971

Mar.
1972

Feb.
1972

Mar.
1971

Mar.
1972
From

Year 
■Jo 
date 

3 mos. 
1972 
from 
1971

Feb.
1972

Mar.
1971

Feb.
1972

Mar.
1971

STANDARD METROPOLITAN Gainesville . . . 180,352 153,665 148,146 +17 +22 + 21
STATISTICAL AREAS Lakeland . . . . 249,715 222,063 210,345 +12 +19 +  22

Monroe County 66,052 62,673r 52,542 + 5 +?fi +  24
Birmingham . . 2,802,253 2,669,711 2,251,786 + 5 +2b + 35 Ocala ............ 141,498 129,999 117,432 +  9 +?0 +  29
Gadsden . . . . 75,696 72,655 77,350 + 4 -  2 +  3 St. Augustine . . 30,831 26,536 26,843 + 16 +  15 +  20
Huntsville . . . . 264,665 235,483 250,460 + 12 + b +  10 St. Petersburg 793,558 671,548 672,181 + 18 + 18 +  23
M o b i le ........... 916,748 762,241 720,385 +20 +2/ +  24 Sarasota . . . . 253,853 231,543 217,115 + 10 + 17 + 26
Montgomery . . 482,690 449,549 461,718 + 7 +  5 +  14 T a m p a ............ . 1,606,257 1,405,103 1,331,616 + 14 +21 +  15
Tuscaloosa . . . ’ 57,118 137,039 147,194 +  15 +  / +  9 Winter Haven . . 134,149 119,757 111,870 + 12 +20 + 22

Ft. Lauderdale 
Hollywood 

Jacksonville 
Miami . . . .  
Orlando . . . 
Pensacola 
Tallahassee 
Tampa—St. Pete. 
W. Palm Beach

Albany
Atlanta
Augusta .
Columbus
Macon
Savannah

Alexandria . . 
Baton Rouge 
Lafayette . . 
Lake Charles 
New Orleans

Biloxi—Gulfport 
Jackson . . . .

Chattanooga
Knoxville
Nashville

OTHER CENTERS

1,650,350
2,969,637
5,332,246
1,275,211

393,172
621,649

3,321,989
909,426

158,226
10,715,874

413,566
368,139
422,265
438,655

214,714
1,023,424

216,997
213,334

3,447,343

193,250
1,012,512

1,088,418
781,253

2,599,000

1,528,836
2,722,849
4,799,464
1,083,271

348,994
533,281

2,910,496
837,589

139,753
9,046,327

402,999
.343,635
390,611
395,673

173,631
947,905
191,654
188,514

2,944,718

191,928
1,098,629

944,962
638,182

2,325,610

1,422,381
2,320,477
4,927,575

974,813
340,224
278,122

2,641,738
827,834

139,130
9,119,636

353,509
335,467
378,339
400,967

181,922 
1,010,958 

192,213 
190,527 

3,311,548r

181,997
1,013,476

1,016,936
689,276

2,377,620

+ 8 
+ 9 +11 
+18 
+ 13 
+17 
+14 
+  9

+13 
+18 
+  3 
+  7 + 8 +11
+24 + 8 
+13 
+  13 
+ 17

+ 1 - 8
+ 15 +22 +12

+ 16 
+28 + 8 
+31 
+ 16

+  24 
+  31 
+ 18 
+ 28 
+ 17

+124 +124 
+26 +  23

+ 14 
+  18 
+ 17 +10 + 12 
+  9

+  18 + 1 
+13 + 12
+ 6- 0
+  13 
+ 9

Anniston . . . . 94,333 88,044 83,407 +  7 +  13 + 13
Dothan ............ 125,503 118,341 108,269 + 6 +16 + 19
Selma ............ 59,808 53,331 53,218 + 12 + 12 + 14

B arto w ............ 42,722 41,061 40,515 + 4 + 5 + 11
Bradenton . . . 146,184 132,144 118,838 + 11 +23 + 20
Brevard County 251,754 249,280 227,269 + 1 + 11 + 11
Daytona Beach 145,014 121,886 113,149 + 19 +28 + 26
Ft. Myers—

N. Ft. Myers . 202,637 165,852 173,197 +22 + 17 + 15

Athens . . 
Burnswick 
Dalton . . 
Elberton 
Gainesville 
Griffin . . 
LaG range . 
Newnan 
Rome . . 
Valdosta

Abbeville 
Bunkie . . 
Hammond 
New Iberia 
Plaquemine 
Thibodaux

137,813
76,009

154,968
18,781
95,632
51,373
31,987
44,761

116,629
87,548

14,164
9,189

56,046
49,294
14,954
32,033

Hattiesburg . . . .  102,484
Laurel ............... 60,989
M e rid ian ............ 96,976
Natchez ............ 47,873
Pascagoula-

Moss Point . . . 121,595
Vicksburg . . . .  59,357
Yazoo City . . . .  39,232

B r is to l............... 126,950
Johnson City . . . 153,359 
Kingsport............  254,531

District Total . . . .  58,384,204

Alabama}: . . . .  6,667,725
Florida? ............ 20,620,512
G e o rg ia } ............ 15,632,573
Louisiana}* . ■ . 6,145,531 
Mississippi}* ■ - . 2,420,684 
Tennessee}* . . . 6,897,179

121,137
70,720

137,195
15,920
95,573
48,680
29,004
37,019

103,715
76,149

14,926
7,380

50,581
44,761
13,924
30,110

96.242 
65,668 
89,620 
47,633

119,377
52.243 
32,803

105,731
125,481
185,105

172,067
69,049

134,182
16,766
95,573
52,581
27,738
31,999

104,543
74,502

14,895
8,399

54,149
47,707
13,381
31,966

102,205
59,868
88,780
43,709

101,621
55,898
34,076

115,236
111,819
237,286

+ 14 
+ 7 
+ 13 
+ 18 + 0 + 6 + 10 +20 + 12 
+ 16

-  5 
+25 + 11 + 10 
+ 7 + 6
+ 6 
-  7 + 8
+ 2 
+ 14 +20
+20+22
+38

-20 +10 
+15 + 12 + 0 - 2 
+ 15 
+40 + 12 
+ 18

-  5 
+ 9 
+ 4 
+  3 +12 + 0
+ 0 + 2 
+  9 + 10
+20 + 6 
+ 15

+ 10 
+37 
+ 7

- 11 + 22 
+ 17

+ 20 
+  38 
+ 18

+  13 
+ 24 + 12

51,640,711r 50,701,894r +13 +15 + 18

6,151,908 5,592,839 + 8 +19
18,405,566r 17,336,047 +12 +19
13,423,170 13,373,587 +16 +17

5,376,027 5,848,416r +14 + 5
2,347,463 2,240,752 + 3 + 8
5,936,577 6,310,253 +16 + 9

+  25 + 22 
+  17

■Estimated ’ Includes o n ly  banks in the S ixth  District portion of the state; pa rtially estim ated. ’ Pa rtia lly estim ated. N A - N o t  available.
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D istrict Business C o nd itio ns

The Southeastern economy gathered speed on its ascent trajectory. Increasing thrust from favorable burns 
in the engines of employment, business loans, residential construction, consumer spending, and farm 
income overpowered the retro-rocket of lagging nonresidential construction contracts.

Nonfarm employment continued its expansion in 
March. Further grow th  of m anufacturing jobs ou t­
w eighed  sm all losses in n onm anufactu ring  ind us­
tries. M oreover, an expansion  in output of n on du ra ­
ble g o o d s  lifted total m anufacturing production. 
C onstruction  em ploym en t again  declined, though  

less than in the previous m onth. E m p loym ent in 

transportation and com m u n ica tion s edged  dow n  
slightly, w h ile  other n onm anufactu ring  sectors 
show ed little change. The u nem p loym ent rate rose 
slightly, reflecting a sharp rise in the civilian labor  
force.

Continued strength in business loan demand at 
the larger District banks during April confirms a 
pickup in the region's business activity. Through  
the first four m onths of 1972, business loans in­
creased at m ore than tw ice the rate experienced in 

early 1971. Loans advanced in all m ajor com m ercia l 
and industrial categories except transportation, 
com m un ication , and other p ub lic  utilities. A c c o rd ­
ing to pre lim inary data, consum er and business tim e  
and savings deposits in April declined slightly  after 
a near record deposit gain in the first quarter of 
the year.

Consumer instalment credit at commercial banks 
continued its hefty expansion in March. Credit for 
au tom o b ile  purchases show ed the largest gain,

though  instalm ent loans in all sectors increased. 
M arch  departm ent store sales, w h ich  inc luded  the 

im portant pre-Easter period, w ere robust. Sales of 

dom estica lly  p roduced  cars rem ained strong.

Farm cash receipts were up 16 percent from a 
year ago, led by a 30-percent increase in Florida.
Average  prices received by farm ers d rop pe d  on ly  
slightly  in M arch , even though  tobacco, vegetable, 
and grapefruit prices declined  sharply. M o s t  live­
stock prices also  eased som ew hat, but prices of 
eggs and soybeans registered strong gains. Prelim i­
nary data for A pril ind icate that soybean, egg, and  
cotton prices increased, w h ile  livestock prices 
stabilized. Farmers in D istrict states p lan to reduce  
feed grain p rodu ction  this year but w ill expand  
cotton production, particu larly in Louisiana w here  
a 25-percent increase is expected.

Construction contract activity continued to hold 
the advances of the past year. Residential contracts 
in M arch  w ere w ell above  levels o f a year ago. In 
recent m onths, F lorida has accounted  for a m ajor  
part o f the D istrict's construction  picture. A m p le  

hom e m ortgage  credit continues to be available. 
Nonresidentia l contract activity has show n  little 
grow th  over the past year, since large m anufactur­
ing and electric generating projects have been few  
and far between.

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