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P r i c e s  a n d  U n u s e d  C a p a c i t y

b y  F r e d e r i c k  R . S t r o b e l

W h y have prices increased so dram atica lly  over the past year? There have 
been several reasons. A m ong them  are an overheated econom y crea ting  an excess 
dem and fo r  goods and services at hom e, increased fo re ign  dem ands fo r  
Am erican products, low er-than-expected  crop  y ie lds crea ting  fo o d  shortages, 
and a lack o f unused capacity in Am erican industry. This a rtic le  focuses on 
one aspect o f in fla tio n a ry  pressures, nam ely, the  reactions o f prices to  d iffe re n t 
levels o f capacity u tiliza tio n .

Capacity, Costs and Prices

A cco rd in g  to  econom ic  theory , u n it costs accelerate w hen unused industria l 
capacity shrinks to  lo w  levels (or, p u ttin g  it ano the r way, w hen u tiliz a tio n  
c lim bs to  h igh levels). This theo ry  is o ften  ca lled the law  o f d im in ish in g  
returns o r the law  o f increasing costs.

W h y  shou ld  th is be true? Figure 1 shows a cost curve fo r  a hypo the tica l 
m anufactu ring  firm . The m in im u m  p o in t on the curve shows tha t at an o u tp u t 
o f 1,000 units per week, costs per u n it are m in im ize d . The curve is com p u ted  
from  bo th  fixed costs (such as overhead) and variab le  costs (such as labo r 
and m aterials per un it). O u tp u t at less than th is level w o u ld  tend to  have 
a h igher cost per u n it because the fixed costs canno t be spread am ong as 
many units. G reater o u tp u t w o u ld  have a h ighe r cost because the  variab le  costs 
rise faster than fixed costs decrease at h ighe r ope ra ting  levels. O ne such variab le  
cost, labor, may rise because ove rtim e  w o rk  o r ne w ly  h ired , inexperienced 
w orkers may cause o u tp u t per m an -hour to  fa ll, the reby increasing u n it costs. 
These h igher u n it costs tend to  be translated in to  h igher prices.

A n o th e r reason prices may increase cou ld  be tha t the  firm 's  ow ne r, observ ing 
the  extrem e ly high level o f ac tiv ity  in his business, translates th is in to  a 
measure o f consum er dem and. As an astute businessman, he raises his price 
and his p ro fits . Thus, p rice increases at h igh capacity u tiliz a tio n  levels can 
be a ttr ib u ta b le  to  bo th  dem and and cost factors.

A cco rd in g  to  econom ic  theory , then, the lo w  p o in t on a firm 's  cost curve 
(1,000 units in o u r hypo the tica l firm ) is the p o in t o f  fu ll capacity u tiliza tio n .
In o th e r w ords, opera ting  beyond tha t p o in t w o u ld  cause h igher per u n it 
costs, w h ich  w o u ld  in tu rn  be re flected in the  p rice  o f the p ro du c t.
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The ope ra ting  levels at w h ich  costs tu rn  up 
d iffe r  from  firm  to  firm  and, fo r  tha t m atter, from  
industry  to  industry. In o u r hypo the tica l firm , 
the lo w  p o in t on a cost curve m ig h t be opera tion  
at 90 percen t o f capacity, leaving 10 percent 
unused; fo r  ano the r firm , the lo w  p o in t on the cost 
curve may be reached at 92 pe rcen t o f capacity. 
T heore tica lly , the lo w  p o in t on the cost curve 
is fu ll capacity u tiliz a tio n  in an eco no m ic  sense 
because it  is at tha t p o in t w here  the low est un it 
cost is ob ta ined . W h ile  it is possib le in a physical 
sense to  go beyond th is p o in t o f opera tion , 
the result w i l l be h igher u n it costs, lead ing to  
h igher se lling  prices.

In short, econom ic  theo ry  ho lds tha t a d rop  
in unused capacity genera lly leads to  h igher prices 
and a rise in unused capacity w ill tend to  reduce 
price pressures. Is th is conc lus ion bo rne o u t by 
the facts? Several questions may be asked. H ow  
precise are the  relationships? D o consum er as 
w e ll as w ho lesa le  prices increase as unused 
capacity shrinks? O ne cou ld  fu rth e r ask how  
m uch prices react and h o w  long the process takes.

In an a ttem p t to  answer some o f these questions, 
the  Federal Reserve Bank o f A tlan ta  recently 
un de rto ok  a study testing the responsiveness o f 
prices, measured by the W holesa le Price Index 
and the GNP de fla to r, to  levels o f unused capacity 
derived from  the W harton  Indexes o f Capacity 
u t iliz a t io n .1

E conom etric techniques in vo lv in g  regression 
analysis w ere used to  relate price changes to  levels 
o f unused capacity. The results were equations 
w h ich  qu a n tify  these average re lationships. The 
study focused on annual data from  1954 to  1971. 
Since unused capacity is no t the o n ly  de te rm inan t 
o f p rice changes, o th e r variables, such as 
changes in the un em p loym e n t rate, average w eek ly  
earnings, and previous year price changes, were 
also tested against prices.

Test Results: Price Levels and Unused C apacity

The general p rice level reacted s ig n ifica n tly  to  
d iffe re n t levels o f unused capacity over the 1954-
1971 pe riod . Table 1 shows prices, measured by 
percen t changes in the GNP d e fla to r fo r  the private

• T h e  W h a r t o n  I n d e x e s  o f  C a p a c i t y  U t i l i z a t i o n  d e v e l o p e d  b y  K l e i n  
a n d  S u m m e r s  s t a t e  i n d u s t r i a l  o p e r a t i n g  r a t e s  a s  a  p e r c e n t a g e  o f  
a v a i l a b l e  c a p a c i t y .  C a p a c i t y  i s  d e f i n e d  a s  t h e  m a x i m u m  s u s t a i n a b l e  
l e v e l  o f  o u t p u t  t h e  i n d u s t r y  c a n  a t t a i n  w i t h i n  a  v e r y  s h o r t  t i m e  
i f  t h e  d e m a n d  f o r  i t s  p r o d u c t  w e r e  n o t  a  c o n s t r a i n i n g  f a c t o r ,  
w h e n  t h e  i n d u s t r y  i s  o p e r a t i n g  i t s  e x i s t i n g  s t o c k  o f  c a p i t a l  a t  i t s  
c u s t o m a r y  l e v e l  o f  i n t e n s i t y .  F o r  m o s t  i n d u s t r i e s  t h e  o u t p u t  
m e a s u r e  u s e d  i s  t h e  F e d e r a l  R e s e r v e  I n d e x  o f  I n d u s t r i a l  
P r o d u c t i o n .  F o r  p u r p o s e s  o f  t h i s  s t u d y ,  t h e s e  o p e r a t i n g  r a t e s  w e r e  
s u b t r a c t e d  f r o m  100 t o  y i e l d  a n  i n d e x  o f  u n u s e d  c a p a c i t y ,  w h i c h  i s  
s i m i l a r  t o  a n  u n e m p l o y m e n t  r a t e  i n  t h e  l a b . o r  m a r k e t .  T h e  
s o u r c e s  o f  t h e  d a t a  a r e  R o b e r t  S u m m e r s ,  “ C a p a c i t y  U t i l i z a t i o n  
I n f l u e n c e s  P r i c e  L e v e l ,  I n v e s t m e n t , ”  Wharton Quarterly, s p r i n g  
1 9 6 9 ,  a n d  Wharton Quarterly, s u m m e r  1 9 7 2 ,  W h a r t o n  S c h o o l  o f  
F i n a n c e  a n d  C o m m e r c e ,  U n i v e r s i t y  o f  P e n n s y l v a n i a .

econom y, w ere affected by unused capacity in 
the private econom y (derived from  the W harton  
“ o v e ra ll"  capacity u tiliz a tio n  measure w h ich  
includes m anufacturing , m in ing , u tilities , services, 
and c o n s tru c tio n 2).

A s  s h o w n  i n  E q u a t i o n  1 ,  p r i c e  m o v e m e n t s  i n  t h e  p r i v a t e  
e c o n o m y  o v e r  t h e  p e r i o d  w e r e  e q u a l  t o  a  c o n s t a n t  v a l u e ,  2 . 8 3  
p e r c e n t  l e s s  20 p e r c e n t  o f  a  t w o - y e a r  a v e r a g e  l e v e l  o f  
u n u s e d  c a p a c i t y ,  p l u s  7 4  p e r c e n t  o f  t h e  p r i c e  c h a n g e s  i n  t h e  
p r e v i o u s  y e a r .  T h e  i n v e r s e  r e l a t i o n s h i p  b e t w e e n  p r i c e s  a n d  u n u s e d  
c a p a c i t y  i s  i n d i c a t e d  b y  t h e  m i n u s  s i g n ,  w h i c h  s a y s  t h a t  
t h e  p r i c e  l e v e l  i s  r e d u c e d  m o r e  i f  u n u s e d  c a p a c i t y  g r o w s ,  s u c h  
a s  i n  a  r e c e s s i o n  o r  b u s i n e s s  s l o w d o w n  a n d  p r i c e s  t e n d  t o  b e  
r e d u c e d  l e s s ,  i . e . ,  p r i c e s  i n c r e a s e ,  w h e n  u n u s e d  c a p a c i t y  
s h r i n k s ,  s u c h  a s  i n  a  b o o m .

The price measure tested in Equation 1 was the 
GNP d e fla to r fo r  the to ta l private econom y, 
whose m ovem ents c lose ly paralle l the Consum er 
Price Index.3 The unused capacity variab le  w h ich  
proved m ost s ta tis tica lly  s ign ifican t was a tw o - 
year m oving average4 o f the  overall index. This 
im p lies tha t cu rre n t year prices are affected by 
unused capacity levels in bo th the cu rren t and 
previous year. These find ings  thus agree w ith  
econom ic  theory, nam ely, decreases in unused 
capacity are a fac to r in increasing price pressures.

M ore  spec ifica lly , w e fou nd  price changes 
measured by bo th  the  GNP d e fla to r and the 
W holesa le Price Index in du rab le  goods 
m anufactu ring  reacting to  changes in the level 
o f unused capacity. Again, the  re la tionsh ip  is 
inverse. A lso, nondurab le  goods m anufacturing  
prices as measured by the GNP de fla to r react to  
varying unused capacity levels.

2 T h i s  i s  i n d e x  " I "  i n  t h e  Wharton Quarterly, s p r i n g  1 9 6 9 .
3 l n  f a c t ,  8 5  p e r c e n t  o f  t h e  a n n u a l  p e r c e n t  c h a n g e  i n  t h e  C P I  

c a n  b e  e x p l a i n e d  b y  m o v e m e n t s  i n  t h e  p r i v a t e  G N P  d e f l a t o r  o v e r  
t h e  1 9 5 4 - 1 9 7 1  p e r i o d .

T h e  e q u a t i o n  i s :

% A C P I  =  - . 6 9 8  +  1 . 1 4 3  V o A G N P  D ,  R 2 =  . 8 5 3  
( - 2 . 0 3 3 )  ( 9 . 9 6 6 )

4i . e . ,  t h e  1 9 7 1  u n u s e d  c a p a c i t y  f i g u r e  w o u l d  b e  c a l c u l a t e d  a s  
f o l l o w s :  ( 1 9 7 0  U C  +  1 9 7 1  U C )  -4- 2
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Price Changes and Unused Capacity 
Regression Results Using Annual Data 

1954 to 1971
Unused
Capacity Other

Prices Constant Variable Variables

T A B L E  1

Total Private Economy 
(1) GP = 2.83 -  .20UC + .74GP_a

Durable Goods Manufacturing 
(2) WP = 1.34 -  .12UC + .59WP., + .35E

(3) GP = 2.81 -  .13UC + .52GP-1

Nondurable Goods Manufacturing 
(4) GP = 2.61 -  .22UC + .51GP_i -  .40UR_

Services 
(5) GP = -  1.06 + .68GP_i + .51E

Construction 
(6) GP = -  1.60 + .89E

Where
GP = Price changes expressed in terms of annual percent change of GNP Deflator for named industry. 
WP = Annual percent change, wholesale price index.
UC = Unused capacity as a percent of total capacity for named industry, two-year moving average.
UR = Change in unemployment rate, non-durable goods industries, in previous year.

E = Annual percent change, average weekly earnings, for named industry.
GP_t , W P.j = Price changes in previous year (%).

Note: See appendix for a more detailed description of procedure and tests of statistical significance

In a s im ila r m anner, the  services and cons truc tion  
industries w ere tested. H ow ever, ne ithe r unused 
capacity in the  cu rre n t year, the  previous year, 
o r  a tw o-ye ar m ov ing  average o f bo th  years 
s ig n ifica n tly  a ffected prices, as measured by 
the  GNP d e fla to r in these industries.

By ho w  m uch d id  prices change because o f 
changes in unused capacity? Unused capacity 
in the en tire  econom y averaged 10.1 percent 
over the 1954-1971 pe riod . M ore  im p o rtan tly , 
the to ta l p riva te  index o f unused capacity changed, 
on the average, 1.87 percentage po in ts  per year 
in e ith e r a plus o r m inus d ire c tio n , and 20 percent 
o f such changes tend to  be re flected in prices 
(see [1] in Table 1). Thus, the average annual 
p rice  e ffec t o f changes in unused capacity w o u ld  
be to  raise o r lo w e r the  general p rice  level by 
.374 percent (1.87 tim es .20).

These are o n ly  average changes, however. In 
some years, unused capacity changed d ram atica lly . 
In 1958, a recession year, average unused capacity 
rose 5.2 pe rcen t.5 This change tended to  reduce 
price pressures by ove r one percen t even though 
prices in 1958 rose by 2.6 percent. In 1966 as 
the econom y heated up, average unused 
capacity shrank by 3.1 percent, tend ing  to  
increase prices by abou t .6 percent. The average 
p rice  effects o f changes in unused capacity are 
shown in Table 2. D u rab le  goods w ho lesa le  prices 
w ere a ffected m ost by changes in unused capacity, 
and the  durab les GNP d e fla to r ranked a close

5Two-year moving average

second. The d e fla to r fo r  nond u rab le  goods 
m anufactu ring  show ed the  sm allest s ign ifican t 
p rice change o f the sectors tested.

O th e r Variab les D e te rm in in g  Prices

The p rim ary  th rus t o f th is study was to  de te rm ine  
the price effects o f unused capacity, w h ich  
p rice  measures are affected , and ho w  long  the 
process takes. P rice -de te rm in ing  variab les in 
a d d itio n  to  unused capacity w ere  also in tro du ced  
in to  the equations. The m ost com m on o f these 
to  show  statistica l s ign ificance was lagged prices 
(price changes in the  year p r io r  to  tha t be ing 
measured). In Equation 1, w h ich  measures price 
changes in the to ta l p riva te  econom y, 74 percent 
o f the  previous year's p rice  changes w ere, on 
the average, re flected in the cu rre n t year's 
prices. The pos itive  sign ind ica tes tha t p rice 
changes w ere in the  same d ire c tio n . Thus, w ith  
prices ris ing ab ou t 6 percen t in 1973 ,we cou ld  
expect, if the  experience o f the  1954-71 pe riod  
w ere to  con tinu e , at least an upw ard price 
m ovem en t o f 4.44 pe rcen t (.74 X 6.0% ) in 1974. 
This w o u ld  be a ttr ib u ta b le  so le ly  to  p rice  
m ovem ents in 1973, exclusive o f unused capacity 
changes o r o f any o th e r p rice -a ffec tin g  variab les.6 
Likewise, in du rab le  goods m anufactu ring , ove r 
50 percen t o f the  prev ious-year p rice  changes 
in the W holesa le  Price Index and the GNP

• ' O f  c o u r s e ,  t h i s  d o e s  n o t  t a k e  i n t o  a c c o u n t  u n u s e d  c a p a c i t y  l e v e l s  
i n  p r i o r  t i m e  p e r i o d s ,  s u c h  a s  1 9 7 2 ,  w h i c h  w o u l d  a f f e c t  1 9 7 3  
p r i c e s .
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d e fla to r w ere re flected in the  respective curren t 
year's indexes. Prices o f nondurab le  goods 
m anufactu ring  and services reacted in a s im ila r 
fashion. O n ly  cu rren t-yea r prices in the  cons truc tion  
indus try  fa iled  to  show  a re la tionsh ip  to  the 
previous year prices.

There are several possib le exp lanations fo r 
th is tendency o f p rice  increases to  carry over 
from  one year to  the  next. O ne is tha t price 
increases, w h ich  lead to  losses in purchasing 
pow er, o ften  stim u la te  wage, rent, and tax 
increases, w h ich , in tu rn , may induce fu rth e r 
p rice  increases. This chain o f events is o ften  
ca lled the  w age-price  spiral. A n o th e r possible 
exp lanation  is fre q u e n tly  labe led the "p r ic e  
expecta tions" phenom enon. O ften , du rin g  an 
in fla tio n a ry  pe riod , in d iv idu a ls  and businesses 
expect in fla tio n  to  con tinue . Prices are au tom atica lly  
raised, w h e th e r o r no t ju s tifie d  by cost 
considerations. Expecting price increases, buyers 
m ig h t then step up th e ir  purchases, fu rth e r 
add ing  fue l to  the  fire.

Average w eek ly  earnings also tu rned  o u t to  
be an im p o rta n t in fluence  on prices bu t m ore 
p ro m in e n tly  so in those industries w here  unused 
capacity is no t a s ign ifican t de te rm in an t o f prices, 
i.e., services and construction . C om pared w ith  
m anufactu ring , services and cons truc tion  are 
genera lly less cap ita l-in tensive . Thus wages in 
services and cons truc tion  should be m ore p ro m ine n t 
in d e te rm in in g  prices than in m anufactu ring  
since they make up a greater p ro p o rtio n  o f the 
value o f the  end p ro d u c t in the  fo rm er.

Finally, lagged prices w ere also a s ign ifican t 
variab le  in the  services industry. O n the  average, 
cu rren t prices o f services rose by at least 68 per cent 
o f th e ir  p revious year's increase.

Sum m ary and Policy Im p lica tio ns

W e have fou nd  level o f unused capacity to  be 
a s ign ifican t e lem ent in de te rm in in g  prices in the

m anufactu ring  sectors and in the  econom y as 
a w h o le . M oreove r, th is re la tionsh ip  is inverse 
in tha t decreases in unused capacity generally 
cause p rice  increases.

The s im ila rity  o f p rice-capacity  response in 
m anufactu ring  and the to ta l econom y can possib ly 
be exp la ined by the  close re la tionsh ip  between 
industria l a c tiv ity  and changes in overall 
econom ic  a c tiv ity .7 Prices in the service and 
construc tion  sectors, on the o th e r hand, do  no t 
react to  the  level o f unused capacity.

W e also fou nd  tha t, over the 1954-1971 tim e  
pe riod , changes in unused capacity on the 
average tended to  change prices fro m  0.30 
percen t to  0.44 percen t per year. Further, the fu ll 
e ffec t o f changes in unused capacity on prices 
has a considerab le lag, since unused capacity had 
a s ign ifican t e ffec t on prices w hen it was expressed 
as a tw o -yea r m oving  average.

W hat po licy  im p lica tions  can be draw n from  
this behav ior o f prices w ith  respect to  unused 
capacity? First, one ob je c tive  o f a s tim u la tive  
m onetary p o licy  is to  p ro m o te  investm ent, the reby 
increasing capacity and fa c ilita tin g  h igher o u tp u t 
w ith  reduced in fla tio n a ry  pressures. A  s im ila r 
m otive , nam ely to  p rom ote  long ruri no n -in fla tio n a ry  
g row th  was the rationa le beh ind the in tro d u c tio n  
o f the investm ent tax c re d it.8 The results o f this 
study lend suppo rt to  these ob jectives. Investm ent 
s tim u la tio n  w o u ld  be especia lly appropria te  du rin g  
periods o f s low  eco no m ic  g row th . A nd in an ove r­
heated econom y, one custom ary p o licy  ob je c tive  
is to  m odera te investm ent spending. Restrictive 
m onetary p o lic y  an d /o r suspension o r reduction  
o f the investm ent tax c red it are the usual 
p rescrip tions. The results o f o u r study w o u ld  
seem to ind ica te  tha t such po lic ies  make good

7The simple correlation coefficient for percent changes in 
industrial production with percent changes in real Gross National 
Product (private sector) for the 1954-71 period was .958.

8See Walter VV. Heller, New Dimensions in Political Economy,
especially pp. 80-81 (New York, W. W. Norton and Co., 1967).

TABLE 2

Average Price Effect of Unused Capacity Changes 
1954-71

Average Absolute 
Change in Unused

Capacity - 2 yrs. Average Price
Average X________ Coefficient —_________ Effects_________

Total Private Economy, GNP Deflator 1.87 % X .20 .374 %

Manufacturing, Durables — 
Wholesale Prices 3.37 % X .13 .438 %

Manufacturing, Durables -  
GNP Deflator 3.37 % X .12 .404 %

Manufacturing, Nondurables — 
GNP Deflator 1.37 % X .22 .301 %
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short-run  measures fo r  dam pen ing  in fla tio na ry  
pressures. In the short run, the  p rice  effects o f 
changes in unused capacity are re la tive ly  small 
(i.e., less than V 2 o f one percent) w hen com pared 
w ith  the  possib le in fla tio n a ry  effects o f excess 
aggregate dem and, w h ich  m ig h t be fue led  by 
an overheated investm ent sector.

The tendency o f p rice increases in most 
sectors o f the econom y to  carry over from  
one year to  the next also has im p lica tion s  fo r  
econom ic  po licy . Based on o u r study, in the to ta l 
econom y a lm ost three quarters o f the previous

years' p rice increases have tended to  be re flected 
in the cu rren t year's p rice  increases over the  
1954-71 pe riod . The lesson is clear. In fla tio n , 
once it begins, is very d if f ic u lt  to  b ring  under 
con tro l qu ick ly , especia lly w ith in  one year.

Finally, o u r statistica l find ings  suggest tha t in 
a ttem p ting  to  reduce in fla tio n a ry  pressures, 
po lic ies designed at increasing m anufactu ring  
capacity and consequently  lo w e rin g  p rice  pressures 
in tha t sector are lik e ly  to  be m ore  e ffec tive  
than po lic ies a im ed at increasing p ro du c tive  
capacity in the services and con s tru c tion  sectors .m

APPENDIX
The primary purpose of this study was to investigate 
the relationship between price changes and the 
level of capacity utilization. Using regression techniques, 
percent changes in the GNP deflator and percent 
changes in the wholesale price index were related 
to the Wharton Indexes of Capacity Utilization.
The Wharton Indexes, stated in operating rates as 
a percentage of available capacity, were subtracted 
from one to yield an index of unused capacity.
Price measures chosen related to the end products 
of the particular industry in which the unused 
capacity measure was also available. For example, 
the GNP deflator for durable goods industries was 
regressed on unused capacity in durable goods 
industries.

While some quarterly testing was in itia lly tried, 
experimentation with annual data over the 1954 to 1971 
period proved more fru itfu l.1 Working with annual 
data, tests were first conducted using simple linear and 
logarithmic regressions of wholesale and GNP price

’ Q u a r t e r l y  e s t i m a t e s  o f  t h e  p r i c e - c a p a c i t y  u t i l i z a t i o n  r e l a t i o n s h i p  
o v e r  t h e  1 9 5 3  t o  1 9 6 5  p e r i o d  w e r e  d e v e l o p e d  b y  O t t o  E c k s t e i n  a n d  
G a r y  F r o m m .  S e e  “ T h e  P r i c e  E q u a t i o n , "  American Economic 
Review, D e c e m b e r  1 9 6 8 ,  p p .  1 1 5 9 - 1 1 8 3 .

changes (current year) on unused capacity, for the 
current year, unused capacity lagged one year and 
unused capacity computed as a two-year moving average 
by sector. The two-year moving average measure 
of unused capacity generally yielded the most significant 
statistical results using linear relationships. This was 
true for the regressions involving the total economy 
and for durable and nondurable goods manufacturing. 
The main purpose of the study was to focus on 
the price effects of unused capacity and not to fully 
explain other price-determining variables. Additional 
variables were introduced to raise the degree of 
explanation (R ) and to improve the overall statistical 
quality of the equations. Other variables which 
were consistently tested were lagged prices, either 
measured by the GNP deflator or the Wholesale 
Price Index, average weekly earnings in the current 
time period, the change in the unemployment rate 
in the current period, and the change in the 
unemployment rate lagged one year. Prices and 
average weekly earnings were always stated in terms 
of annual percentage changes.

The follow ing table provides additional detail 
to that presented in Table 1 of the text.

R E G R E S S IO N  R E S U L T S  
A N N U A L DATA 1954-1971

Independent Variable Coefficients

Dependent Variable: 
Price Change — %

Constant
Value

Unused 
Capacity— 

2-Yr. 
Moving 
Average

Price 
°/o Change 

(Previous 
Yr.)

Average 
Weekly 
Earnings 

•/. Change

Change in 
Unemployment 

Rate R2

Durbin
Watson
Statistic

1. Total Private Economy— 
GNP Deflator

2.825
(6.799)

-.1 9 7
(-6.427)

+  .739 
(9.811)

.918 2.016

2a. Durable Goods Manufacturing 
Wholesale Prices-Durables

1.341
(1.473)

-.1 1 9
(-2.890)

+  .585 
(4.223)

+  .353 
(3.613)

.752 2.162

2b. Durable Goods Manufacturing 
GNP Deflator— Durables

2.184
(3.665)

-.1 3 0
(-2.865)

+  .523 
(3.362)

.533 2.082

3. Non-Durable Goods— Manufacturing 
GNP Deflator— Non-Durables

2.610
(2.859)

-.2 1 6
(-2.184)

+  .513 
(3.135)

-.3 9 7
(-2.083)

.672 2.105

4. Services— GNP Deflator -1 .057
(-3.291)

+  .677 
(8.089)

+  .509 
(6.958)

.931 2.312

5. Construction— GNP Deflator -1 .597
(-2.134)

+  .896 
(4.687)

.758 1.539

*Change in unemployment rate, nondurable goods industries, previous year (t-1). 
Note: " t "  values are in parentheses.
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S o u r c e s  o f  D a t a

Unused capacity derived from the following Wharton 
Indexes of Capacity Utilization:

"Overall Index of Rate of Utilization of Capacity" (I) 
"Index of Rate of Utilization in the Durable Goods 

Part of the Manufacturing Sector" (I™)
"Index of Rate of Utilization in the Non-Durable 

Goods Part of the Manufacturing Sector" (Incl) 
"Index of Rate of Utilization of Service Capacity" ( Is ) 
"Index of Rate of Utilization of Capacity in the 

Contract Construction Sector" ( lc )
Source: W harton Q uarterly, spring 1969 and summer 
1972
Price changes computed in annual percentage rates 
from the following:

Total GNP Deflator: Im plicit Price Deflator for Gross 
National Product for Private Sector

Durables: Im plicit Price Deflator, GNP by Major Type 
of Product, Durable Goods Output 

Nondurables: Implicit Price Deflator, GNP by Major 
Type of Product, Nondurable Goods Output 

Services: Im plicit Price Deflator, GNP by Major Type 
of Product, Services Component of GNP 

Construction: Im plicit Price Deflator, GNP by 
Major Type of Product, Structures Component of 

GNP
Source: National Income and Products Accounts of the 
U.S., U.S. Department of Commerce, Bureau of Economic 
Analysis and

Durables— Wholesale Price Index for Durable Goods 
Nondurables— Wholesale Price Index for Nondurable 

Goods
Source: Bureau of Labor Statistics, U.S. Department of 
Labor

B a n k  

A n n o u n c e m e n t s
October 1,1973
PEOPLES BANK OF MISSISSIPPI,
NATIONAL ASSOCIATION
U nion, M ississippi 

Converted to a national bank.

October 2,1973
NASSAU COUNTY STATE BANK
Callahan, Florida

Opened for business as a par-remitting nonmember. 
Officers: Charles R. Outler, Jr., president; W. K. Cook, 
vice president; Cynthia C. Shuman, cashier. Capital, 
$350,000; surplus and other funds, $250,250.

October 9,1973
AMERICAN SECURITY BANK OF 
MARTIN COUNTY
Stuart, Florida

Opened for business as a par-remitting nonmember. 
Officers: D. S. Hudson, Jr., chairman; David B. Irons, 
president; J. M. Brown, vice president; Dale M. Hudson,' 
vice president; C. P. McLeod, cashier. Capital, $400,000; 
surplus and other funds, $600,000.

October 9,1973
COMMUNITY BANK OF HOMESTEAD
Hom estead, Florida

Opened for business as a par-remitting nonmember. 
Officers: Robert E. Talley, president; Mrs. Virginia 
L. Gibson, vice president and cashier. Capital, $1,140,000; 
surplus and other funds, $760,000.

October 9,1973 
PORT ST. LUCIE BANK
Port St. Lucie, Florida

Opened for business as a par-remitting nonmember. 
Officers: William Harvey Kyle, chairman; C. A. Bramley, 
Jr., president; Frederick T. Johnston, vice president; 
Frank L. Tallant, cashier. Capital, $500,000; surplus and 
other funds, $500,000.

October 9,1973
ST. MARY BANK & TRUST COMPANY
Franklin, Louisiana 

Began to remit at par.

October 11,1973 
BANK OF ANNISTON
Anniston, Alabama

Opened for business as a par-remitting nonmember. 
Officers: L. Denton Cole, Jr., president; Floyd Hamil, 
vice president; Jerry W. West, cashier. Capital,
$780,000; surplus and other funds, $780,000.

October 12,1973
POPULAR BANK OF HIALEAH
Hialeah, Florida

Opened for business as a par-remitting nonmember. 
Officers: Rafael Corona, president; Orlando Baro, 
vice president; Rolando Mollinero, cashier. Capital, 
$600,000; surplus and other funds, $400,000.

October 15,1973 
CONTINENTAL BANK
Harvey, Louisiana

Opened for business as a par-remitting nonmember.

October 16,1973
BANK OF ORMOND BY-THE-SEA
O rm o n d  Beach, Florida

Opened for business as a par-remitting nonmember. 
Officers: Edward I. Williams, president; Ronald 
R. Gross, vice president and cashier. Capital,
$500,000; surplus and other funds, $499,500.

October 17,1973 
BANK OF TAMARAC
Tamarac, Florida

Opened for business as a par-remitting nonmember. 
Officers: Roland W. Blaha, president; George W.
Barnes, vice president and cashier. Capital,
$525,000; surplus and other funds, $787,000.

(C on tin u ed  on Page 196)
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F l o r i d a :  

W h e r e  D o  W e  

G r o w  F r o m  H e r e ?

b y  W i l l i a m  D .  T o a l

The year 1973 has been a good one fo r  F lorida's econom y, b u t then w h a t 
year hasn't? W e are accustom ed to  m easuring the pace o f the  Sunshine State's 
econom y by com parison w ith  eco no m ic  a c tiv ity  in the  na tion  o r  in o th e r 
Southeastern states. Such com parisons, how ever, te ll a m on o ton ou s  ta le  since, 
m ore o ften  than no t, F lorida ou tpe rfo rm s the na tion  as w e ll as any in d iv id u a l 
state. But these com parisons do  y ie ld  at least one im p o rta n t im p lic a tio n , 
pa rticu la rly  in 1973; an econom y canno t g ro w  w ith o u t lim its . F lorida's 
lim its  becam e read ily  apparent in 1973, as its eco no m ic  a c tiv ity  s low ed fro m  the 
previous year.

W h ile  1973 was a year o f na tional shortages, in F lorida these shortages 
have been m ore acute and long-range than in m ost o th e r states. Because o f 
the Sunshine State's fast g row th  rate in the past, shortages o f m en, m aterials, 
and natural resources fo rce  us to  ask the  question , "W h e re  w ill F lorida's 
econom y g row  fro m  here?" Chances are it w i l l co n tin u e  to  g row , tho ugh  
p ro ba b ly  at a s low er pace than ove r the past tw e n ty  years and in areas w h ich  
p rev ious ly  have no t been centers fo r  g row th .

Data ava ilable to  statistics watchers ve rify  tha t F lorida 's econom y con tinu ed  
to  g row  rap id ly  th is year, though  som ew hat s low er than the  to rr id  
pace set in 1972. Tow ard the second ha lf o f  1973 the re  was evidence tha t 
a m ore m odera te behav io r in the  cons truc tion  sector and m any shortages 
(m ost recently, the energy crisis) w ere beg inn ing  to  a ffec t the  Sunshine State's 
econom y.

The eco no m ic  ind ica tors  show  tha t 1973 incom es rose ra p id ly  a fte r a firs t 
quarte r lu ll (see C hart I). Rising prices, pa rticu la rly  fo r  farm  com m o d itie s , 
w ere an im p o rta n t part o f these incom e gains, b u t m an u fac tu ring  payro lls  also 
increased s trong ly  in the second and th ird  quarters. As a resu lt o f these large 
incom e gains, reta il sales rose spectacularly  in 1973. As in the  na tion , au to  sales, 
ev idenced by the  num ber o f new  car reg istrations, w ere  an im p o rta n t part 
o f th is sales rise in the  firs t ha lf o f 1973. Gains in incom e and sales w ere  no t

N ote: This is one of a series of articles in w hich eco n o m ic developm ents in each  
of the Sixth District states are discussed.
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CHART I

F l o r i d a ' s  E c o n o m i c  I n d i c a t o r s

Income: Skyrocketing Factory Payrolls: Rebounding
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Farm Cash Receipts: Zooming Retail Sales: Booming
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Nonfarm Jobs: Growing
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Deposits: Increasing
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Contract Construction
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Banking
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Nonresidential: Accelerating
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’72 ’73*

Loans: Expanding
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20.4
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Note: A ll se rie s, e xcep t reta il s a le s  a n d  c o n st ru c t io n , a re  se a so n a lly  a d ju ste d  a n d  p e rce n tage  
c h a n g e s ,  w ith  th e se  sa m e  e x c e p t io n s,  a re  at a n n u a l rates. B a n k in g  se r ie s  co ve r m e m b e r  b an k s.

Note : Exce p t w he re  noted, 1 9 7 2  f ig u re s  re p re se n t  p e rcen t  c h a n g e  fro m  ye a r ago; 197 3  f ig u re s  rep re ­
se n t  p e rce n t  c h a n g e  fro m  q u a rte r  ago.

‘ R e p re se n t s  p e rce n t  c h a n g e  o f f ir s t  n in e  m o n th s  o f 197 3  fro m  sa m e  p e riod  o f 1972.
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e n tire ly  from  h igher prices, how ever. E m ploym ent 
has con tinu ed  to  rise substantia lly  th is year, 
pa rticu la rly  in the  th ird  quarter, suggesting tha t 
gains in to ta l incom e have also, to  a large extent, 
been real. Job increases have been w idespread 
th ro u g h o u t a lm ost all industries. These jo b  gains 
have, in tu rn , caused the un em p loym e n t rate 
to  d ro p  steadily despite  ano the r large increase 
in the state's labo r force. (The increase in 
F lorida's labo r fo rce  is nearly tr ip le  the rate o f 
the nation 's.) The un em p loym e n t rate (2.8 percent 
in O ctobe r) is near its a ll-tim e  lo w  and, as a 
result, in m any areas F lorida's labo r markets are 
near th e ir tigh test p o in t ever.

Though the increase in value o f residentia l con ­
tract awards was at a greater rate than any o ther 
D is tr ic t state, residentia l con trac t construc tion  
fla ttened  ou t tow a rd  m idyear as m ortgage m oney 
became scarce. In ad d ition , the effects o f the 
F lorida P o llu tion  C o n tro l Board's m o ra to riu m  on 
new b u ild in g  perm its  began to  take ho ld  in areas 
where sewage trea tm ent fa iled  to  m eet state 
standards. Som ewhat o ffse tting  1973's less 
v igorous residentia l b u ild in g  was a no ticeab le  
p ickup  in nonres iden tia l construc tion . In general, 
however, the en tire  industry  (accoun ting  fo r  
nearly 9 percent o f F lorida's nonfarm  em p loym ent) 
began to  spu tte r tow a rd  m idyear.

F lorida's com m erc ia l banks re flected the pace 
o f the state's econom y. Deposits have grow n 
faster than in 1972; bu t as 1973 progressed, 
depos it g row th  s low ed. C om m ercia l bank lend ing , 
how ever, has rem ained surp ris ing ly  strong. In 
response to  ris ing in terest rates, savings and loan 
in flow s  also began to  slow . This has had a m a jo r 
dam pening e ffec t on construction .

S p litting  at the  Seams

C o n tin u in g  expansion in F lorida's econom y, 
even w ith  m odera tion  in con s tru c tion , has tigh tened  
the econom y to a p o in t nearly s p littin g  at the 
seams. As m en tioned , t ig h t labo r markets are 
read ily  apparent. But shortages o f m aterials and 
supplies have also becom e a p rob lem  and have 
cu rta iled  o r canceled cons truc tion  pro jects  and 
s low ed p ro d u c tio n  in m any areas o f the state. 
S tructura l steel, bricks, cem ent, paper products, 
plastics, and o th e r pe trochem ica l products  are 
a fe w  exam ples o f a leng thy lis t o f m aterials and 
p roducts w h ich  have becom e scarce in 1973; bu t 
because o f rap id  econom ic  g row th  as w e ll as 
a large con s truc tion  sector, these shortages 
have had a greater im pact on the Sunshine State.

F lorida's shortages are also m ore than jus t in 
m aterials and m anpow er. Rapid g row th  in

CHART II
Florida's Economic Activity: A Closer Look

N o n fa rm  J o b s  U n e m p lo y m e n t  Ra te

%  C h a n g e  fro m  Y e a r  A g o  P e rce n t  of L a b o r  Fo rce
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Note: S e r ie s  a re  not s e a so n a l ly  ad ju ste d . U n e m p lo y ­
m e n t  rate f ig u re s  c o ve r  fir s t  n in e  m o n th s  o f e a c h  year.

♦ R e p re se n t s  p e rce n t  c h a r g e  o f fir s t  n in e  m o n th s  o f 
1 97 3  fro m  sa m e  p e riod  o f 1972.
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White areas represent 

metropolitan areas 

effective June 1973.

Room to  Grow?

certa in areas has made heavy inroads in to  
available land and natural resources. Besides 
de ve lop ing  shortages, rap id eco no m ic  g row th  has 
caused the destruction  o f natural resources. The 
m ora to riu m  on b u ild in g  in certa in areas is an ex­
am ple o f the  recogn ition  o f these prob lem s and an 
a ttem p t to  deal w ith  them  by lim it in g  g row th .

A rou nd  the  State

The pace o f an econom y, w h e the r it be na tiona l, 
reg ional, o r  state, can h ide  m any varia tions in 
econom ic  ac tiv ity  occu rring  w ith in . In F lorida, 
econom ic  g row th  h is to rica lly  has no t been even. 
South F lorida was the  firs t cen ter o f the  state's 
m odern-day boom . M ore  recently, centra l F lorida

has exp loded w ith  the  advent o f D isney W o rld . 
A nd g row th  in the  past few  years appears to  
be spreading o u t over the en tire  Sunshine State 
as far no rth  and west as the Panhandle.

In 1973, m ost areas o f the state m irro red  
F lorida's overa ll econom ic  perform ance. Though 
s low ing  som ew hat from  the year be fore, all 
m a jo r m e trop o litan  areas con tinu ed  to  expand 
rap id ly , measured by new  nonfarm  jobs. As 
a result, un em p loym en t rates have dec lined  in 
all m e trop o litan  areas except Jacksonville, 
w here  unem p loym e n t was already at very lo w  
levels (see Chart II). These lo w  un em p loym en t 
rates re flect labo r shortages w h ich  have gradually  
been deve lop ing  in m ost areas as econom ic 
expansion continues. A dded to  these labor
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shortages, d if f ic u lty  in o b ta in in g  m aterials fo r  
p ro d u c tio n  and con s tru c tion  con firm s the  v ie w  
that, th ro u g h o u t the  Sunshine State, supp ly 
constra in ts are beg inn ing  to  lim it  expansion.

C onstruc tion  ac tiv ity  in m a jo r m e trop o litan  
areas also fo llo w e d  the  overa ll state patte rn. 
Residential con trac t cons truc tion  in every 
m e trop o litan  area was less active than in the 
previous year. But despite th is s low ing , residentia l 
cons truc tion  rem ained brisk, especia lly in the 
firs t ha lf o f 1973. In the  South F lorida and 
Tampa-St. Petersburg areas, the  state b u ild in g  
m o ra to riu m  was large ly responsib le fo r  the 
s lo w do w n  in residentia l con s truc tion , pa rticu la rly  
a fte r m idyear. Pensacola has had an actual 
dec line  in residentia l con trac t awards so far this 
year; M iam i registered o n ly  a m odest gain.

N onres identia l con s tru c tion , on the o th e r hand, 
has p icked up th is year in some m etrop o litan  
areas, as it d id  in the  state generally. But the  three 
G old  Coast m e tro p o lita n  areas, a long w ith  
Jacksonville , have had some so ften ing  in 
nonresidentia l as w e ll as residentia l con tract 
construction .

Room  to  Grow?

Various shortages, then, have plagued Florida 
this year. A ltho ug h  m any o f these shortages are 
also present na tiona lly , F lorida may be fac ing 
a m ore un ique  p ro b lem , tha t o f lim ite d  g row ing  
space. The p o rtio n  o f the  state w h ich  is classified 
as m e tro p o lita n  is greater than in any o the r 
Southeastern state [see m ap]. Eleven counties 
have been reclassified as m e trop o litan  w ith in  
the past tw o  years. W h ile  part o f th is increase 
is a result o f d e fin itio n a l changes, rapid g row th  
in p o p u la tio n  and eco no m ic  ac tiv ity  has been 
o f equal im portance. The fact is tha t some 
areas o f the  Sunshine State are runn ing  o u t o f 
room  to  expand. There is also a recogn ition  
tha t fu tu re  g ro w th  w ill have to  be m ore o rd e rly  
than in the  past and w ill m ost like ly  be sh ifted

away from  present h igh -dens ity  areas.

Next Year?

The year o f shortages and g ro w in g  softness in 
residentia l con s tru c tion  has been com p lica ted  by 
yet ano the r p ro b lem , the  energy crisis. Because o f 
its rap id g ro w th , F lorida has been faced w ith  
the p rob lem  o f sup p ly ing  enough po w e r fo r  
its indus try  and p o p u la tio n . The absence o f a 
severe w in te r season in the Sunshine State may 
he lp m in im ize  the p ro b lem  th is w in te r.

How ever, F lorida's large to u ris t industry, 
w h ich  had a good year in 1973, shou ld  feel 
the effects o f a gasoline shortage. If gasoline 
prices rise very m uch m ore  o r ra tio n ing  is im posed, 
those trips to  F lorida, w h ich  have becom e 
increasing ly com m onp lace  fo r  m any A m erican 
fam ilies, cou ld  once again becom e a luxury  
item . State o ffic ia ls  te n ta tive ly  estim ate at least a 
20 -percent d ro p  in tou rism  because o f the  energy 
shortage.

F lorida's G o ld  Coast and centra l F lorida w ill 
like ly  be hardest h it by th is d ro p  in tou rism ; 
bu t o th e r sections o f the  state w ill also be 
affected. For centra l F lorida, the  gasoline shortage 
comes at a pa rticu la rly  bad tim e. The D isney 
W o rld  boom  has already p roduced  o v e rb u ild in g  
o f hotels and m ote ls ; occupancy rates are 
rep o rted ly  runn ing  at ab ou t 40 pe rcen t and at 
some establishm ents as lo w  as 25 percent. A 
fu rth e r d ro p  in tou rism  cou ld  fo rce  som e ho te l 
and m ote l closings.

There are m any unanswered questions fac ing  
Floridians. The Sunshine State's econom y co n tin u e d  
to  expand th is year, b u t it  is c lear tha t the  
state can g row  o n ly  so m uch , so fast. Even p u ttin g  
the cu rren t energy shortage aside, in the  years 
ahead Florida w ill be faced w ith  the  questions 
o f how  and w here  to  grow . H o p e fu lly  it can 
respond by p ro v id in g  a steady, broad-based, 
and w e ll-p la n n e d  g ro w th . O n ly  in th is w ay can 
Florida avo id a shortage econom y in the  fu tu re .*

B a n k vice president and cashier. Capital, $750,000; 
surplus and other funds, $750,000.

A n n o u n c e m e n t s

(Cont'd. from page 191)
October 18, 1973

October 17,1973 CO M M ERC IAL BANK OF H O LLY W O O D

PAN AM ERICAN BANK OF INVERRARY H ollyw ood , Florida

Ft. Lauderdale, Florida

Opened for business as a par-remitting nonmember. 
Officers: James S. Wilson, chairman; Carl H. Droshar,

Opened for business as a par-remitting nonmember. 
Officers: Lawrence H. Skeen, president; M. E. Stephens, 
vice president; Ena Ferland, cashier. Capital, $700,000; 
surplus and other funds, $525,000.
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B a n k  

A n n o u n c e m e n t s
(C o n ti

October 19,1973
FIRST N A T IO N A L BANK OF OPELOUSAS
O pelousas, Louisiana

Opened for business as a member. Officers:
Ronald M. Boudreaux, president; Luther J. Simon, 
vice president and cashier; Mrs. Frances Thibodeaux, 
assistant vice president; Mrs. Joyce Bourque, assistant 
cashier. Capital, $600,000; surplus and other funds,
$600,000.

October 19,1973 
THE PEOPLES BANK
Colquitt, Georgia

Opened for business as a par-remitting nonmember. 
Officers: H. J. Middleton, Jr., president; Edward M. Gates, 
vice president and cashier. Capital, $375,000; surplus 
and other funds, $375,000.

October 26,1973 
FIRST NAVY BANK
Pensacola, Florida

Opened for business as a par-remitting nonmember. 
Officers: Porter F. Bedell, president; Raymond H. Jones, 
vice president and cashier. Capital, $350,000; 
surplus and other funds, $157,500.

October 30, 1973 
BANK OF LAKE HELEN
Lake Helen, Florida

Opened for business as a par-remitting nonmember. 
Officers: William L. Hale, president; John A. 
Buckingham, vice president and cashier. Capital, 
$192,000; surplus and other funds, $308,000.

October 30, 1973
FIRST N A T IO N A L BANK OF W IG G IN S
W iggins, M ississippi

Opened for business as a member. Officers:
Hubert F. Campbell, chairman; Wiley H. Knight, president; 
Betty B. Brock, cashier. Capital, $200,000; surplus and other 
funds, $300,000.

November 1, 1973
BARNETT BANK OF SARASOTA,
N A T IO N A L ASSO CIATIO N
Sarasota, Florida

Opened for business as a member. Officers:
Eugene W. Butler, president; George E. Roberts, cashier. 
Capital, $500,000; surplus and other funds, $500,000.

November 1, 1973
DALE M ABRY STATE BANK
Tampa, Florida

Opened for business as a member. Officers:
James W. Walter, chairman; James W. Kynes, vice 
chairman; J. Bennett Wilson, president; Joe B. Cordell, 
vice president; Floyd R. Slayton, cashier. Capital, $500,000; 
surplus and other funds, $500,000.

November 1, 1973
STATE BANK OF FOREST CITY
Forest City, Florida

Opened for business as a par-remitting nonmember. 
Officers: Edwin W. Fly, president; E. Stewart Green, 
vice president; Mrs. Sarah O. White, cashier.
Capital, $500,000; surplus and other funds, $407,383.82.

November 8,1973
WINTER PARK N A T IO N A L BANK
W inter Park, Florida

Opened for business as a member. Officers:
John Wm. Beck, chairman; Frank A. Eidson, 
president; Ray Cartee, vice president and cashier; 
Anthony P. Blackwell, vice president. Capital,
$1,000,000; surplus and other funds, $1,000,000.

November 14, 1973 
PINELLAS STATE BANK
St. Petersburg, Florida

Opened for business as a par-remitting nonmember. 
Officers: Walter J. Hiel, president; Donald R. Crane, 
vice president; William C. Bliss, cashier.
Capital, $600,000; surplus and other funds, $400,000.

November 15, 1973
FIRST N A T IO N A L BANK OF AU TAU G A  
CO UN TY
Prattville, Alabama

Opened for business as a member. Officers:
Jerry E. Anderson, president; Kay W. Hines, cashier. 
Capital, $450,000; surplus and other funds, $450,000.

November 20, 1973
FIRST BANK OF PEMBROKE PINES
Pem broke Pines, Florida

Opened for business as a par-remitting nonmember. 
Officers: Gerald Katcher, president; James J.
Rogers, vice president; Herbert O. Vollrath, 
vice president and cashier. Capital, $600,000; 
surplus and other funds, $400,000.

November 26, 1973
WEST BO YNTO N BEACH N A T IO N A L BANK
Boynton Beach, Florida

Opened for business as a member. Officers:
Thomas F. Fleming, Jr., chairman; E. David McLaughlin, 
Jr., president; Robert B. Effron, cashier.
Capital, $400,000; surplus and other funds, $600,000.

November 27, 1973 
PEOPLES BANK
Anniston, Alabama

Opened for business as a par-remitting nonmember. 
Officers: P. E. Godbolt, president; Earl F. Lockett, 
vice president and cashier. Capital, $1,200,000; 
surplus and other funds, $305,000.
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B A N K IN G  S T A T IS T IC S
Billion $

1972 1973 1974 1972 1973 1974
LATEST MONTH PLOTTED: OCTOBER
'F ig u r e s  are for the la st  W ednesday  of e ach  month 

“ Daily a v e ra ge  fig u re s .

S I X T H  D I S T R I C T  B A N K I N G  N D T E S

B u s i n e s s  L o a n s  M o d e r a t e
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BUSINESS LOANS

Total Business Loans (Seas. Adj.) 

32 Large District Banks

Million $

—  4500 Term Business Loans (Seas. Adj.) 

23 Large District Banks
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Loans to  com m erc ia l and industria l customers, o r 
"business loans," accoun t fo r  abou t 20 percent o f 
the to ta l assets o f large banks in the  Sixth Federal 
Reserve D is tric t. Business loan vo lum e  is one o f the 
firs t measures o f bank le nd ing  to  re flect changes 
in c re d it markets.

A ltho ug h  the seasonally ad justed vo lum e  o f to ta l 
business loans ou ts tand ing  at large D is tr ic t banks 
has no t ac tua lly  dec lined , business loan g row th  has 
been m odera ting  in recent m onths. The rate o f 
g row th  began s low ing  in M ay o f this year in sharp 
contrast to  the  con tinuous, rap id increase in such 
loans a fte r August 1972. D u ring  the firs t quarter 
o f 1973, business le nd ing  had accelerated to  a 
phenom enal 45 -pe rcent annual rate o f expansion; 
by the  th ird  quarter, how ever, the rate o f g row th  
had slow ed to  4 percent.

The s lo w do w n  was b road ly  based a lthough cer­
ta in bo rrow ers curta iled  th e ir  loan expansion rate 
m ore no ticeab ly  than others. Service and retail 
trade loans, fo r  instance, fe ll o f f  du rin g  the  sec­
ond  qu a rte r o f 1973 to  rates no t o n ly  be lo w  high 
firs t qua rte r rates bu t be lo w  the over-a ll 1972 
average as w e ll. O n the o th e r hand, loans to  d u r­
able goods m anufacturers con tinu ed  to  expand 
du rin g  the  second quarter. These loans d id  slow  
do w n  d u rin g  the th ird  qua rte r bu t nonetheless re­
m ained above th e ir average rate o f g row th  fo r  the 
previous year.

The rate o f  g row th  fo r  term  loans slow ed som e­
w h a t la te r than sho rt-te rm  business loans. Term 
loans are those w h ich  have an o rig in a l m a tu rity  o f 
over one  year. Q u ite  o ften , though , such a loan w ill 
in vo lve  a co m m itm e n t by the  bank to  lend an 
am o un t w h ich  the  bo rro w e r does no t fu lly  draw  
un til some la ter date. Term loans were excep tion ­
a lly  strong du rin g  the firs t quarter o f 1973. This 
is a contrast to  the dec line  in term  loans typ ica l o f 
the early m onths o f each year.

A s ligh t dec line  occu rred  in A p ril, possib ly re­
fle c tin g  a re luctance o f bankers to  m ake new  term  
loan com m itm en ts  du ring  a pe riod  w hen sho rt-te rm  
in terest rates were ris ing rap id ly . F lowever, term  
lend ing  resumed expansion fo r  an ad d itiona l three 
m onths, m ost like ly  because bankers w ere hono ring  
previous com m itm ents . These " ta k e d o w n s " by 
bo rrow ers o f previous com m itm en ts  ran cons ider­
ab ly h igher than du rin g  the past year. D u ring  1972, 
it  was com m on fo r te rm  bo rrow ers to  draw  on on ly  
abou t 40 percent o f th e ir  to ta l com m itm ents , w here ­
as th is year the u tiliz a tio n  ra tio  has run as h igh as 
85 pe rcen t at some banks. A le ve lin g -o ff in term  
loans even tua lly  to o k  place in the  th ird  qua rte r o f 
1973, lagging beh ind the m odera ting  behav ior o f 
business loans in general.

A lso in recent m onths, banks have resorted less 
to  the sale o f loans to  nonbank ins titu tions . Banks 
o ften  sell loans o r po rtions  o f loans to  co rpora tions 
o r to  m ortgage lenders and finance com panies that

CHANGE IN BUSINESS LOANS 
AT 23 LARGE DISTRICT BANKS

1972 1
1973

II III
Total Business Loans + 17.7 +45.2 +25.2 + 4.4

Durable Goods Mfg. + 18.1 +40.8 +48.0 +24.0
Nondurable Goods Mfg. +10.0 +52.0 +20.0 -  .4
Wholesale Trade + 17.0 +35.2 +29.6 -  .8
Retail Trade +21.2 +44.0 + 18.0 -  1.2
Transp., Comm., and 
Other Public Utilities + 5.7 +39.2 +46.4 -  1.2

Construction +42.1 +56.0 +42.4 + 10.8
Services +27.9 +41.6 + 5.2 +20.8

Note: 1972 figures represent percent change last Wednes­
day of 1972 from year ago; 1973 figures represent average 
of Wednesday figures for each quarter from previous 
quarter at an annual rate.

L o a n s  S o l d  t o  N o n b a n k  I n s t i t u t i o n s  .
Mil. $

- 140

100

| - 60 

. , I ! ,
1972 March 1973

Note: Figures are for selected large District banks.

have excess funds w h ich  they are w illin g  to  lend. 
A banker thus can som etim es accom m odate  his loan 
customers by tapp ing  funds available from  a source 
beyond his bank's ow n deposits.

The sale o f loans by the large banks w h ich  
report these sales increased steadily du rin g  the 
la tte r ha lf o f 1972 and reached a m o n th ly  peak o f 
$155 m illio n  in M arch o f 1973. In A p ril, loans sold to  
nonbank ins titu tions  began a rap id decline . This 
may have occu rred  because the corpora tions w h ich  
purchase such bank loans fou nd  o th e r dem ands fo r  
the ir funds as in terest rates began to  rise. In any 
event, the dec line  in loan sales preceded the s lo w ­
ing dow n  in business loan g row th  by one m onth  
and led the tapering in term  loans by fo u r m onths.

Despite m odera tion  in business loan g row th , 
however, the vo lum e o f loans p reviously extended 
has been excep tiona lly  large. Loan-to -deposit ratios 
at D is tr ic t banks consequently  rem ained at the 
very h igh 80-percent levels scaled earlie r in the year. 
Heavy lend ing  in late 1972 and early 1973, coup led 
w ith  an increase in sho rt-te rm  business loans in 
O cto be r, suggests tha t lo an -to -dep os it ratios m igh t 
rem ain h igh in com ing  m onths.

Charles D . Salley
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I N D E X  F D R  1 9 7 3

M O N T H P A G E S M O N T H P A G E S

J a n u a r y 1 - 1 6 J u ly 1 0 1 - 1 1 6

F e b r u a r y 1 7 - 3 2 A u g u s t 1 1 7 - 1 3 2

M a r c h 3 3 - 4 8 S e p t e m b e r 1 3 3 - 1 4 8

A p r i l 4 9 - 6 4 O c t o b e r 1 4 9 - 1 6 8

M a y 6 5 - 8 4 N o v e m b e r 1 6 9 - 1 8 4

J u n e 8 5 - 1 0 0 D e c e m b e r 1 8 5 - 2 0 4
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Agriculture: The Best Year Ever 
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Gene D. Sullivan, 150
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A nother Look at the Southeast's Fed  Funds Market 
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Banking: Strong and Balanced Growth  

John M. Godfrey, 12 
Controlling M o n ey  W ith Bank Reserves 

William N. Cox, III, 55 
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M eeting Reserve Requirem ents  
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Sixth D istrict Statistics

Seasonally Adjusted
(All data are indexes, unless indicated otherwise.)

O ne  Tw o One 
M on th  M o n th s  Year 
A go  A go  A go

SIXTH DISTRICT
IN C O M E  A N D  S P E N D IN G

C rop s ...........................................
L ivestock ....................................

In sta lm ent C redit at B a n k s */ 1 (M il. $)

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

Paper .................
P rin t in g  and  P u b lish in g

Stone, C lay, and  G la ss  . 
Prim ary  M e ta ls  . . . .

T ransportation  Equ ipm ent

State  and  Local G overnm ent
Farm  E m p lo y m e n t .........................
U nem ploym ent Rate

In sured  Unem ploym ent 
(Percent of Cov. Em p.) . . . 

Avg. W eekly Hrs. in M fg. (Hrs.)

Electric  Pow er P rod uct ion **

Pap e r .........................
P r in t in g  and  P u b lish in g

Furn itu re  and  F ixtu res . . 
Stone, C lay, an d  G la ss  . .
Prim ary  M e t a l s ..............
Fabricated M e ta ls  . . . .  
Nonelectrical M ach ine ry  . 
Electrica l M ach ine ry  . . 
T ransporta tion  Equ ipm ent

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

L o a n s *

D e p o sits *

Large  B a n k s  
B a n k  Deb its*/**

E M P L O Y M E N T

Oct. 171 168 165 157
Sept. 188 210 217 122
Sept. 129 163 267 94
Sept. 276 243 198 154

Oct. 628 701 r 677 603
Oct. 564 584r 568 512

Oct. 127.1 126.3 126.2 122.3
Oct. 115.0 114.6 114.5 113.0
Oct. 112.7 112.3 111.8 111.6
Oct. 100.8 100.2 100.1 103.0
Oct. 109.8 109.7 109.3 108.2
Oct. 112.2 111.2 110.9 111.2
Oct. 110.5 110.9 110.7 110.8
Oct. 124.5 124.5 124.5 121.1
Oct. 107.8 107.3 106.8 106.2
Oct. 117.9 117.5 117.7 114.8
Oct. 109.9 110.0 110.6 109.9
Oct. 122.6 121.5 121.5 117.1
Oct. 113.0 113.2 112.4 111.0
Oct. 128.4 127.6 127.0 121.5
Oct. 145.2 143.7 143.9 135.0
Oct. 109.0 108.9 109.5 108.8
Oct. 131.3 130.4 130.3 125.5
Oct. 138.0 136.1 134.0 128.8
Oct. 123.2 122.7 122.3 118.6
Oct. 133.4 132.5 131.9 126.4
Oct. 138.7 137.8 137.1 131.8
Oct. 136.6 135.4 135.0 131.6
Oct. 101.4 101.1 99.9 101.1
Oct. 133.8 133.3 135.6 128.1
Oct. 84.3 82.1 83.8 85.1

Oct. 3.7 3.6 3.7 3.9

Oct. 1.7 1.8 1.8 2.0
Oct. 41.0 40.9 40.7 41.1
Oct. 265 241 283 292
Oct. 311 293 288 348
Oct. 220 190 278 237
Dec. 188 187 186 168
Aug. 79 82 84 78
Nov. 105 116 113 125
Ju ly 297 301 292 275
Ju ly 2 44 245 242 235
July 188 189 188 185
July 293 291 286 271
July 291 298 291 282
Ju ly 225 224 223 220
Ju ly 159 161 161 161
July 309 310 308 295
Ju ly 360 367 352 323
July 203 203 198 198
July 192 193 191 188
Ju ly 203 206 206 182
July 253 253 241 213
Ju ly 286 288 289 267
Ju ly 485 472 452 449
Ju ly 829 870 797 713
Ju ly 448 462 447 405

Oct. 248 242 243 196
Oct. 235 225 229 181

Oct. 199 200 198 178
Oct. 178 176 174 157
Oct. 247 245 r 252 202

Oct. 171 169 165 153
Sept. 215 266 266 131

Oct. 117.0 115.9 115.9 113.5
Oct. 113.7 113.2 113.0 111.4
Oct. 118.5 117.2 117.2 114.4
Oct. 124.1 124.1 120.3 118.1
Oct. 74.4 70.5 69.9 79.6

O ne TWO O ne
M onth M o n th s Yea r

Latest M on th A go A go A g o

U nem ploym ent Rate
(Percent of W ork Force) . . . 4.1 4.1 4.2 4.6

Avg. W eekly Hrs. in  M fg. (H rs.) . . . Oct. 41.1 40.9 40.7 41.0

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

M em ber B a n k  L o a n s .................. Oct. 228 225 224 187
M em ber B a n k  D epo sits . . . . Oct. 194 191 190 171
B a n k  D e b i t s * * ......................... Oct. 215 206 211 181

F L O R ID A

IN C O M E

M an u fac tu r in g  P ay ro lls  . . . . 176 174 172 165
Farm  C a sh  R e c e i p t s .................. 252 185 279 169

E M P L O Y M E N T

N onfarm  E m p l o y m e n t .............. Oct. 144.5 143.7 144.4 135.0
M a n u f a c t u r i n g ...................... . , Oct. 122.4 122.1 121.6 117.3
N o n m a n u fa c tu r in g .................. Oct. 148.7 147.8 148.8 138.4

C o n s t r u c t i o n ...................... Oct. 187.9 184.3 181.8 164.8
Farm  E m p lo y m e n t ...................... 91.6 102.4 106.1 99.1
Unem ploym ent Rate

(Percent of W ork Force) . . . . , Oct. 2.8 2.7 2.7 3.0
Avg. W eekly Hrs. in M fg. (Hrs.) . . . Oct. 40.9 41.1 40.6 41.6

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

M em ber B a n k  L o a n s ...................... Oct. 274 277 273 220
M em ber B a n k  D e p o s i t s .................. Oct. 226 233 230 202
B a n k  D e b i t s * * ............................., . Oct. 288 287 r 3 06 227

G EO R G IA

IN C O M E

M anu fac tu r ing  Pay ro lls .............. Oct. 160 160 156 149
Farm  C a sh  R e c e i p t s .................. . . Sept. 179 153 176 105

E M P L O Y M E N T

N onfarm  E m p l o y m e n t .................. , . Oct. 124.1 123.1 122.7 120.8
M a n u f a c t u r i n g ......................... Oct. 109.7 108.9 109.2 108.9
N o nm anu factu ring  .................. Oct. 130.6 129.6 129.0 126.2

C o n s t r u c t i o n ...................... , . Oct. 134.2 132.2 128.6 128.3
Farm  Em ploym ent ...................... Oct. 85.4 85.2 87.1 83.5
U nem ploym ent Rate

(Percent of W ork Force) . . . . . Oct. 3.9 3.5 3.7 4.0
Avg. W eekly Hrs. in M fg. (Hrs.) . ., . Oct. 40.4 41.0 40.3 40.6

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

M em ber B a n k  L o a n s ...................... Oct. 251 234 241 187
M em ber B a n k  D e p o s i t s .............. . Oct. 181 182 183 160
B a n k  D e b i t s * * ............................. , Oct. 282 282 278 209

L O U IS IA N A

IN C O M E

M anu fac tu rin g  Pay ro lls .............. , . Oct. 154 153 154 144
Farm  C a sh  R e c e i p t s ...................... . Sept. 188 319 211 95

E M P L O Y M E N T

Nonfarm  'Em ploym ent . Oct. 114.2 113.4 113.2 112.1
M a n u f a c t u r i n g ......................... . Oct. 104.0 104.8 104.7 103.5
N o n m a n u fa c tu r in g ...................... Oct. 116.3 115.2 115.0 113.8

C o n s t r u c t i o n ......................... Oct. 95.2 95.2 93.9 93.6
Farm  E m p lo y m e n t ......................... Oct. 79.3 73.3 75.9 80.0
U nem p loym en t Rate

(Percent of W ork Force) . . . . Oct. 6.1 6.2 6.2 6.0
Avg. W eekly Hrs. in M fg. (H rs.) . . . Oct. 41.8 41.2 41.7 42.4

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

M em ber B a n k  L o a n s * .................. Oct. 226 218 224 170
M em ber B a n k  D e p o s i t s * .............. Oct. 174 171 171 161
B a n k  D e b i t s * / * * ............................. , Oct. 193 179 191 163

M IS S I S S IP P I

IN C O M E

M anu fac tu r ing  P a y r o l l s .............. , Oct. 190 187 182 176
Farm  C a sh  R e c e i p t s ...................... . Sept. 154 249 238 99

E M P L O Y M E N T

Nonfarm  E m p lo y m e n t .................. Oct. 123.7 123.2 122.4 119.6
M a n u f a c t u r i n g ......................... Oct. 126.9 126.6 126.3 124.2
N o n m a n u fa c tu r in g ...................... Oct. 122.3 121.6 120.7 117.5

C o n s t r u c t i o n ......................... . Oct. 116.5 113.5 113.3 114.2
Farm  E m p lo y m e n t ......................... 84.1 76.3 71.5 85.7
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O ne  Tw o One 
M onth  M on th s Year 

Latest M on th  A go  Ago Ago

U nem ploym ent Rate
(Percent of W ork F o r c e ) .............. Oct.

Avg. W eekly Hrs. in Mfg.(Hrs.) . . . Oct.

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

M em ber B an k  L o a n s * ......................Oct.
M em ber B an k  D e p o s i t s * ..................Oct.
B an k  D e b i t s * / * * ................................ Oct.

3.9
40.9

244
209
213

239
204
204

3.9
40.6

236
196200

3.9
40.9

197
172
183

E M P L O Y M E N T

Nonfarm  Em ploym ent . . . .
M anu fac tu ring  ..................

N o n m a n u fa c tu r in g ......................... Oct.
C o n s t r u c t i o n .............................Oct

Farm  E m p lo y m e n t ..................
U nem ploym ent Rate

(Percent of W ork Force) . .
Avg. W eekly Hrs. in Mfg. (Hrs.)

Latest M onth

One
M onth

A go

Two
M onth s

Ago

One
Year
Ago

Oct. 124.5 124.0 123.3 121.3
Oct. 116.1 115.5 115.3 114.8
Oct. 129.2 128.7 127.8 125.0
Oct. 122.5 12 0 .1 119.7 120.9
Oct. 89.0 93.7 96.3 84.9

Oct. 2.8 2.9 3.1 3.1
Oct. 41.0 40.9 40.7 41.1

M anu fac tu ring  P a y r o l l s ......................Oct.
Farm  C a sh  R e c e i p t s ......................... Sept.

179
185

172
217

170
197

161
164

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

M em ber B a n k  Lo an s * 
M em ber B a n k  Deposits 
B a n k  D eb it s */ **  . . .

. Oct. 233 225 226 193

. Oct. 189 185 182 172

. Sept. 194 213 205 177

*F o r S ixth  D istrict area only; other totals for entire s ix  states *D a ily  average bas is fP re lim ina ry  data N.A. Not ava ilab le

Note: Indexes fo r bank debits, construction  contracts, cotton consum ption , em ploym ent, farm  cash  receipts, loans, petroleum  production, and  payrolls: 1967 =  100.
All other indexes: 1957-59 =  100.

Sources: M anu fac tu r ing  production estim ated by th is  Bank; nonfarm , mfg. and  non mfg. emp., mfg. payro lls and  hours, and  unemp., U.S. Dept, of Labor and cooperating 
state agencies; cotton consum ption, U.S. Bureau  of Census; construction  contracts, F. W. Dodge Div., McGraw -H ill Info rm ation Sy stem s Co.; petrol, prod., U.S. Bu reau  of 
M ines; industria l u se  of elec. power, Fed. Power Comm.; farm  cash  receipts and fa rm  emp., U.S.D.A. O ther indexes based on data collected by th is Bank. All indexes 
calcu lated by th is  Bank.

'D a ta  benchm arked  to June 1971 Report of Condition

D e b i t s  t o  D e m a n d  D e p o s i t  A c c o u n t s

Insured Commercial Banks in the Sixth District
(In Thousands of Dollars)

Percent Change Percent C hange

October
1973
from

October Septem ber 
1973 1973

October Sept. Oct. 
1972 1973 1972

Year 
to 

date 
10  mos. 
1973 
from 
1972

ST A N D A R D  M E T R O P O L IT A N  
ST A T IST IC A L  A R E A S * *

B irm ingham  . . . 3,748,969 3,086,684 3,023,461 + 2 1 + 2 4 +  18
G adsden . . . . 101,693 70,477 92,580 + 4 4 +  10 +  12
H untsv ille  . . . 332,078 272,821 283,066 + 2 2 +  17 +  16
M o b i l e .............. 1,202,779 912,034 907,283 + 3 2 + 3 3 +  16
M ontgom ery . . 687,660 550,598 548,489 +  25 +  25 + 2 2
Tusca lo o sa  . . . 230,244 201,345 171,510 +  14 +  34 + 2 8

Bartow -Lakeland-
W inter Haven 744,580 649,942 643,000 +  15 +  16 + 2 4

Daytona Beach 415,024 371,981 317,796 +  12 + 3 1 + 2 4
Ft. Lauderdale- 

Hollyw ood . . . 1,830,477 1,593,570 1,716,641 +  15 +  7 +  14
Ft. M ye rs . . . 338,653 270,910 234,365 + 2 5 + 4 4 +  35
G a inesville  . . . 299,166 225,854 214,205 +  32 + 4 0 + 2 4
Jacksonv ille  . . . 4,079,798 3,661,377 3,380,509 +  11 +  21 + 2 3
M elbourne-

T itusville-Cocoa 432,454 367,458r 356,517 +  18 +  21 + 2 4
M iam i .............. . 7,056,992 6,031,147r 5,599,451 +  17 +  26 +  28
Orlando . . . . 1,584,732 1,310,936 1,260,926 +  21 + 2 6 + 2 3
Pensacola  . . . 439,912 394,474 391,017 +  12 +  13 +  12
Saraso ta  . . . . 527,071 427,248 385,244 +  23 +  37 + 4 5
Ta llahassee  . . 836,076 756,027 591,182 +  1 1 +  41 + 4 5
Tampa-St. Pete . 4,122,812 2,945,382 3,077,531 +  40 +  34 +  25
W. Palm  Beach . 1,288,635 1,094,774 933,709 +  18 +  38 +  38

A lbany  .............. 204,542 180,662 187,010 +  13 +  9 +  17
Atlanta . . . . . 17,321,905 15,248,845 11,633,008 +  14 +  50 +  42
A ugu sta  . . . . 548,473 476,968 456,140 +  15 +  20 +  19
C o lu m b u s . . . 447,618 387,222 402,086 +  16 +  11 +  10
M acon  .............. 612,444 532,673 466,195 +  15 +  31 +  2 1
Sa van n a h  . . . 556,656 470,462 474,635 +  18 +  17 +  19

A lexandria  . . . 273,806 230,092r 221,804 +  19 +  23 +  19
Baton Rouge . . . 1,335,841 1,092,846 1,125,578 + 2 2 +  19 +  14
Lafayette . . . 323,782 253,437 255,391 +  28 +  27 +  20
Lake Charle s . . 244,101 202,961 199,538 +  20 +  22 +  11
New O rleans . . . 4,319,319 3,619,812 3,680,063 +  19 +  17 +  12

Biloxi-Gulfport 251,264 225,059 218,712 +  12 +  15 +  18
Jackson  . . . . 1,398,181 1,182,087 1,272,787 +  18 +  10 +  20

Chattanooga . . . 1,420,533 1,271,195 1,013,028 +  12 +  40 +  29
K noxville  . . . . 1,025,375 841,070 827,056 +  22 +  24 +  20
N ashv ille  . . . . 3,494,745 3,309,938 2,931,020 +  6 +  19 + 2 1

T H E R  C E N T E R S  
Ann isto n  . . . . 111,862 96,095 99,782 +  16 +  12 +  12

October
1973
from

Year 
to 

date 
10  m os 
1973

October
1973

Septem ber
1973

October
1972

Sept.
1973

Oct.
1972

from
1972

Dothan . . . 213,269 187,360 146,627 +  14 + 4 5 + 4 0
Se lm a . . . . 90,312 72,419 74,529 + 2 5 + 2 1 + 2 5

Bradenton . . 186,649 145,978 141,334 +  28 + 3 2 + 3 0
M onroe County 77,699 63,193 57,947 + 2 3 + 3 4 + 3 2
Ocala . . . . 214,183 175,298 158,305 + 2 2 + 3 5 + 3 3
St. A ugu stin e 37,861 37,743 32,137r +  0 +  18 + 2 0
St. Petersburg . 1,039,137 928,202 817,121 +  12 + 2 7 + 2 9
Tam pa . . . . 1,977,139 l,692,245r 1,398,670 +  17 + 4 1 + 2 3

Athens . . . . 163,165 136,913 159,570 +  19 +  2 +  10
B run sw ick  . . 104,038 87,804 81,299 +  18 + 2 8 + 2 4
Dalton . . . . 187,003 182,193 167,643 +  3 +  12 +  18
Elberton . . . 23,683 21,174 18,923 +  1 2 + 2 5 +  6
G ainesv ille  . . 151,932 128,504 121,337 +  18 + 2 5 + 2 8
Griffin . . . . 82,578 68,931 61,630 + 2 0 + 3 4 + 2 5
LaG range . . 43,600 56,177 34,508 - 2 2 + 2 6 + 3 0
Newnan . . . 57,940 58,068 61,155 -  0 -  5 + 2 9
Rom e . . . . 156,094 126,781 129,482 +  23 + 2 1 +  15
Valdosta  . . . 100,636 93,737 91,195 +  7 +  10 +  1 1

Abbeville . . . 19,249 16,138 14,568 +  19 + 3 2 +  8
Bunk ie  . . . . 15,051 9,470 13,241 + 5 9 +  14 + 2 1
H am m ond  . . 87,246 78,257 60,043 +  1 1 + 4 5 + 3 7
New Iberia . . 67,530 55,005 53,125 + 2 3 + 2 7 +  15
P laquem ine 30,431 25,102 18,220 + 2 1 + 6 7 + 6 2
Thibodaux . . . 37,587 33,114 29,630 +  14 +  27 +  15

Hattiesburg 134,885 114,301 116,005 +  18 +  16 + 2 0
Laurel . . . . 78.503 60,482 69,359 + 3 0 +  13 +  16
M erid ian  . . . 130,758 107,923 110,578 + 2 1 +  18 +  16
Natchez • • • 56,607 53,279 50,960 +  6 +  1 1 +  7
Pascagoula- 

M o s s  Point 168,719 136,139 157,138 + 2 4 +  7 +  8
V ick sb u rg  . . 86,859 69,499 68,061 +  25 + 2 8 + 2 4
Yazoo C ity . . 45,527 43,661 40,609 +  4 +  12 +  1 1

Bristol . . . . 135,508 101,723 128,625 +  33 +  5 -  2
John son  C ity 182,808 154,220 143,641 +  19 + 2 7 +  18
K ingspo rt . . 275,222 243,330 225,401 +  13 + 2 2 +  18

D istrict Total . . . 78,615,150 68,351,042r 62,047,089 +  15 + 2 7 + 2 6

A labam a . . . 8,915,324 7,423,130 7,183,268 + 2 0 + 2 4 +  19
Florida . . . . 26,904,841 23,028,861r 21,130,133 +  17 + 2 7 + 2 7
Georgia . . . 23,629,898 20,745,528r 17,020,965 +  14 + 3 9 + 3 4
L o u is ia n a 1 . . . 7,871,426 6,523,218 6,591,936 + 2 1 +  19 + 2 0
M is s i s s ip p i1 . 3,151,000 2,683,967 2,803,264 +  17 +  12 +  17
T e n n e sse e 1 . . . 8,142,661 7,946,338 7,317,523 +  2 +  1 1 +  19

F igu re s for som e areas differ s ligh t ly  from  p re lim inary figu res pub lished  in “B ank  Deb its and  Deposit Turnover” by Board  of G overnors of the Federal Reserve  System . 
“ C onform s to S M S A  defin it ions a s  of Decem ber 31, 1972.

1 District portion only
r-Revised
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D i s t r i c t  B u s i n e s s  C o n d i t i o n s

*Seas. adj. figure; not an index
Latest plotting: October, except mfg. production, July, and farm receipts, September.

Before energy concern  becam e pa ram ount, the  Southeast's econom y m a in ta ined  the  m odera te  expansion 
pace o f the  preced ing  fe w  m onths. Job gains w ere e v id e n t in  m a jo r industries, and business loan dem and 
strengthened. C onstruc tion  ac tiv ity  was he ld  back b y  a so ft housing sector b u t c o n tin u e d  at h igh  levels. 
C onsum er le nd ing  g rew  m ore s lo w ly , and spend ing  gains w ere  sm all. A g ric u ltu ra l prices de c lin e d  as 
harvests progressed rap id ly .

jo b  gains w ere  recorded by m ost m a jo r indus­
tries in  O c to be r, fo llo w in g  several m onths o f spo tty  
gains. C onstruc tion , finance, service, and trade em ­
p loym e n t advances w ere the largest. Despite jo b  
g row th , the u n em p loym e n t rate rose frac tio n a lly  
because o f a sharp rise in the c iv ilian  labo r force. 
Gains in fac to ry  jobs and payro lls w ere recorded 
in m ost states. H ow ever, an appreciab le  reduc tion  
in fac to ry  hours he ld  dow n  m anufactu ring  payrolls 
in G eorgia in O ctobe r. Those energy-re la ted layoffs 
already announced shou ld  have an un favorab le  im ­
pact on statistical ind ica tors fo r  subsequent m onths.

Bank reserves rem ain pressured by  a rebound in 
loan dem and, cou p led  w ith  s lo w in g  depos it g ro w th .
Deposits increased du rin g  O c to b e r at the m odera t­
ing pace begun in Septem ber, as la rge -denom ina­
tio n  CD 's con tinu ed  to  run o ff. Loan g row th , h o w ­
ever, rebounded from  Septem ber's d ip . Real estate 
lend ing  was especia lly strong. Loan-deposit ra­
tios consequently  rem ained high, and purchases 
o f Federal funds increased strong ly. Total invest­
m ent ho ld ings grew  at a s low er pace, a lthough 
large banks increased th e ir ho ld ings o f m un ic ipa l 
securities.

The value o f res identia l con s tru c tion  con trac t 
awards increased s ligh tly , fo llo w in g  declines in

N O T E : D a ta  on  w h ic h  s ta te m e n t s  a re  b a se d  h a ve  b een  a d ju s te d  w h e n e v e r  p o s s ib le  to e lim in a te  s e a s o n a l in f lu e n c e s

previous m onths. Residentia l con tracts ' d o lla r  va lue 
in O c to b e r abou t equa led tha t o f m id-1972 w hen 
con s truc tion  costs w ere  m uch low er. C re d it fo r  
residentia l purchases and con s tru c tion  rem ains 
tigh t, a lthough  fragm enta ry  ev idence o f greater 
ava ila b ility  has appeared recently. N onres iden tia l 
con trac t awards rem ained stable at a h igh leve l; 
how ever, tim e  be tw een con tra c t awards and co m ­
p le tions is rep o rted ly  be ing  extended by m ateria l 
shortages.

G row th  in  consum er in s ta lm en t c re d it was m ore  
m odera te  than early in  the  year. Bank le n d in g  to  
purchase autos was pa rticu la rly  sluggish, apparen t­
ly re flec ting  lo w e r u n it vo lum e  on fu ll-s ized  cars. 
Both sales and le nd ing  ind ica to rs  show  consum ers 
less w illin g  to  spend than ea rlie r in the  year.

Prices o f ag ricu ltu ra l p roduc ts  de c lin ed  fo r  the  
second consecu tive m o n th  in  O c to be r. Falling liv e ­
stock prices accoun ted fo r  the  c o n tin u in g  slide, as 
m arket supplies increased. P re lim inary  data ind ica te  
tha t m ost crop  prices rose in N ovem ber, w h ile  liv e ­
stock prices con tinu ed  to  fa ll. H arvesting progressed 
rap id ly  in N ovem ber, b u t was still lagg ing beh ind  
the year-ago levels fo r  co tto n  and soybeans. Farm­
ers are reduc ing  ou ts tand ing  indebtedness and are 
repaying loans in advance because o f th e ir  h igh 
incom e levels.
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