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Bank Acquisitions and
Future Competition

by Charles D. Salley

The Bank Holding Company Act directs the Board of Governors of the Federal
Reserve System to deny any bank acquisition which may substantially lessen
competition or tend to create a monopoly unless convenience and needs
factors clearly outweigh, in the public interest, such anticompetitive effects.

Preventing the reduction of directly competing firms through merger has
long been a familiar feature of U. S. antitrust regulation. More recently, though,
government agencies have extended these standards to prevent the loss of
firms which are likely to become strong competitors in the future.! This has had
great impact on recent changes in Southeastern banking market structure.

Future Competition Rulings Not a New Policy

The history of competition regulation in rapidly expanding local markets of
the Southeast helps confirm that application of the Holding Company Act has
been guided by the principle of preserving the number of competing firms. As
the accompanying map of Sixth District states permitting bank acquisitions
shows, the great majority of banks acquired since the 1956 Act are located
either in metropolitan areas or in rural counties with population and personal
income growth above the state average. As large aggressive banking organiza-
tions became aware of profit opportunities, they have tended to acquire
banks at some distance from their home offices.

With this general trend, one can reasonably predict that if an independent
bank operating in a growth area were denied affiliation with a local or dominant
holding company, then an alternate, less anticompetitive affiliation would not
be long in coming. This has happened in 13 out of 18 such acquisitions denied at
least partly because an alternate affiliation might be foreclosed (see table 2).

The average time lapse was about two years. Approval of the originally proposed
acquisition in these 13 cases would have reduced the number and strength of
competitors currently active in those markets.

Preserving the number of local competitors appears to be a broad objective.
Early Board rulings, in fact, assessed a bank acquisition’s competitive impact
in the familiar terms of a merger, one firm taking over a competing one in
the same market.

1Betty Bock, Antitrust Issues in Conglomerate Acquisitions, New York, The Conierence Board, 1969.

Monthly Review, Vol. LIX, No. 5. Free subscription and additional copies available
upon request to the Research Department, Federal Reserve Bank of Atlanta,
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One of the first such decisions in the Southeast
concerned a 1962 proposal to form the First
Bancorporation of Florida [1].* The proposed af-
filiate banks were located in each of the state’s
primary metropolitan areas; the four large banks
were the Barnett National Bank of Jacksonville, First
National Bank of Miami, First National Bank at
Orlando, and Exchange National Bank of Tampa.

In accord with several previous New York State
rulings, the Board denied the proposal, pointing out
that the combination “would result in the creation
of a holding company system that would be ex-
ceptional . . . from the viewpoint of concentration
of control of the largest banks in a particular state.”
There were at that time only six Florida banks
holding $100 million or more in deposits. The
proposed First Bancorporation would have con-
trolled four of these while existing holding com-
panies already controlled the other two. If the Board
had approved the First Bancorporation combination,
only three organizations would have controlled all
of Florida’s largest banks.

The Board’s ruling expressed concern that with
only three big banking organizations in the state,
there would be less direct competition for cor-
respondent banking services. However, of great
significance to future competition, the Board also
expressed concern that the number of independent
sources of banking services throughout Florida
might be reduced in the near future. If holding
companies were going to expand statewide, it would
be desirable to have more than three systems.

As explained in the insert (pg. 61), a small number
of firms might lead to tacit price leadership and
parallel policies even without collusive price-fixing
agreements. Such price behavior can develop state-
wide if the same few firms acquire banks and face
each other in many of the same local markets. If

*Numbers in brackets refer to case notations in the Appendix.

there are only a few holding companies, these can
easily form links to scattered markets, especially
if only a few are metropolitan. There were in 1962
only four metropolitan markets in Florida, five in
Tennessee, and four in Alabama.

As the Department of Justice argued in a recent
Alabama complaint, “The ultimate result of such a
trend could be the development of a statewide
structure in which parallel policies are made on
the basis of statewide considerations, rather than
on local market considerations, by a very few
banking organizations which dominate all major
local banking markets in the state.” The 1962 First
Bancorporation denial in Florida thus preserved
three potentially statewide competitors.

Since that denial, the four principals of the
proposed giant corporation have indeed become
significant statewide competitors. One of these,
Barnett Banks of Florida (Jacksonville), was already
a multibank holding company at the time of the
proposal and has since become a statewide system.
Two others became the lead banks of major hold-
ing companies—First at Orlando Corporation and
Southeast Bancorporation—in 1967. The fourth
became a lead bank of another major holding
company—Exchange Bancoerporation (Tampa)—in
1969. Formation of these additional statewide
holding companies has made it less likely that
only the original three (as they acquired additional
subsidiaries) would face each other in the same
markets.

A more recent ruling in Tennessee [21] also
viewed a combination of two banks as a possible
elimination of the large bank as a future direct
competitor in several market areas. In 1973, the
Memphis-based United Tennessee Bancshares
($470 million deposits) proposed to acquire the
American National Bank and Trust Company ($290
million deposits) in Chattanooga. These were the
state’s seventh and eighth largest organizations,
respectively, and both were headquartered in major
metropolitan markets.

TABLE 1

Denials of Holding Company Bank Acquisitions
Sixth District States

1959 — 1973
Factors Contributing to Denial*
Financial or Existing Probable
Total Total Management Competition Future
State B Rulings (banks) Denials Considerations or Predominance Competition

Florida 237 (384) 19 3 12 16
Tennessee 37 ( 41) 4 1 1 2
Alabama 35 ( 43) 0 o ] o]
Georgia 5 ( 5 0 0 0 0
Louisiana 2 ( 2 0 0 o 0
Mississippi 0 (G )] 0 (o] 0 4]
Totals 316 23 4 13 18

*Note: Factors will exceed total denials since more than one factor contributed to some denials.
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Many Firms Vs. Few Firms:
A Structural Measure of Competition

The Bank Holding Company Act is based on the
assumption that a satisfactory way to maintain
banking competition is to regulate the structure of
banking markets instead of policing the behavior of
individual banks. The Act does not require
administrators to examine laboriously various firms’
pricing and output decisions. Instead, the Act’s
antitrust provisions seek to maintain markets

with a large number of firms on the presumption
that an industry without a competitive structure
probably will not exhibit competitive behavior.

For instance, an industry with few firms could
lead to anticompetitive conduct such as price fixing
which, in turn, could lead to excessive profits.
Since this presumption underlies many of the
rulings by the Board of Governors reviewed here,
it helps to take a closer look at the importance
given to the number of competing banks.

In general, the number of independent producers
operating in any market is a common indicator of
competitive conditions. A market with only one firm
is usually considered monopolistic; a market with a
large number of firms, competitive.

A monopolistic producer, however, does not
differ from other businessmen who strive to
maximize their profits. But while the latter can sell
all they produce at the established market price, the
monopolistic producer can sell a greater output
only by reducing the market price, which is his
price. Unhappily, his resulting gain in sales revenue
is not likely to make up for the revenue lost from
existing customers who, along with the new
customers, would then also be paying the lower
price. His price cut would increase sales but not
necessarily increase revenues or profits. Therefore,
the monopolist tends to keep revenues high by
restricting output and maintaining prices higher
than those which would prevail in a competitive
market.

Economists are also critical of a one-firm market
because such power does not efficiently provide for
consumer wants. Economic theory suggests that it
may be possible to increase consumer welfare by
shifting resources to products which the monopolist
artificially constricts. Accordingly, a one-firm market
has come to be associated with an inefficient
allocation of input resources. Resources are wasted
not in the sense of poor production technique, but
because the inputs could produce more consumer
satisfaction if used to produce a different combina-
tion of products.

If there are two or three firms in a market, though
a producer is no longer free to set his own market
price. He then must consider the actions of his
rivals. Just as he would not permit a loss of his
customers to other firms which cut their price, he
expects a retaliatory action if he were to reduce

’
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his own price. There is recognition of a mutual
dependence.

To avoid the possibly ruinous consequences of
several rounds of price reductions, firms in an
oligopolistic market have been known to make a
collusive agreement to set a monopoly price. Or,
once they recognize their mutual interest in setting
a high price, they may follow the price leader
without formal agreement. That such parallel
pricing can result from a small number of firms
even without collusive agreements is fundamental
to the structural regulation of competition.

If there are on the other hand many producing
firms, the output of any one firm is not sufficiently
large to affect the price or output decisions of the
others. A firm producing only a small fraction of a
market’s total output can increase its profits by
reducing production costs. If new firms are attracted
into the market by such profits, overall output will
increase and the market price will tend to fall. Since
restricting their own output will have no appreciable
effect on the market price, other firms—to remain
in business—are then usually forced to follow the
price set by the lowest cost producer.

Thus, where there are many firms, there is market
price pressure on them to produce at the least
possible cost. At the same time, firms are forced to
pass on to customers the resulting savings in the
form of lower prices than where there are few
competitors. There are no artificial constraints on
output and the consumers tend to obtain the kind
and amount of products they desire most. Therefore,
because a greater number of firms is indicative of
greater productive and allocational efficiency at
lower prices, economists view a larger number of
competing firms as desirable. This structural concept
has become the goal of numerous public policies.

With such a structural standard, many antitrust
policies have discouraged the acquisition of firms
by direct competitors. Such an acquisition
immediately reduces the number of firms and
concentrates output in fewer hands. Because some
empirical relationship has been found between high
concentration and high prices, regulatory agencies
usually follow the theory that a relationship exists
between number of firms and performance of
market prices and production costs.

Enforcement of such antitrust policies in
nonbanking areas has contributed to the reduction
of direct competitor or horizontal acquisitions
from about 40 percent of merged assets in 1948 to
about 4 percent of such assets in 1968. Furthermore,
the 1963 Supreme Court decision to bar the merger
of the second and third largest competing banks in
Philadelphia demonstrated that the structural
standard of preserving the number of firms in a
market applies with equal force to banking.
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TABLE 2

Realization of Predicted Future Competition

Acquisition
Said tl:!
Preclude jon?
Future Year Year of Alternate Years . Market Concentration
Competition:® Denied Acquisition Elapsed Year Denied June 1973
1 1962 1969 7 .1049 Florida .0352
2 1966 1971 5 3127 Jacksonville .2471
3 1969 1972 3 .1288 St. Petersburg 1022
5 1970 1973 3 .1827 Hillsborough 1745
6 1970 1972 2 2565 Melbourne .2451
7 1970 —_— .1253 Clearwater .1022
8 1970 1971 1 .1929 Hollywood 1503
9 1971 1973 2 .3056 Sarasota 3027
10 1971 1974 (pending) 3 2350 Orlando 1984
11 1972 1973 1 1712 Daytona 1514
12 1972 1972 0 .1033 St. Petersburg 1022
13 1972 1973 1 .1855 Tampa 1610
15 1972 1712 Daytona 1514
16 1973 1973 0 .1985 Tampa .1610
18 1973 1974 1 6458 Vero Beach 3750
19 1973 1974 1 2802 Deland 2760
21 1973 R — .0322 Tennessee 0322
22 1973 —_— 1719 Knoxville 1618

INumbers refer to case notations in the Appendix.

2The Herfindahl Index, which is the sum of squared percentile market shares, reflects size distribution of all banks. Maxi-
mum value where one firm controls 100% of market is 1.0000. High values reflect large shares controlled by few banks.

The Board saw the American National Bank
as a likely lead bank for a competing statewide
system for several reasons. First, it considered this
situation similar to that of the large Florida banks.
(The latter, as already noted, had exhibited the
capability and desire to obtain subsidiaries in
metropolitan areas other than their home office
locations.) Second, there was the example of other
large Tennessee banks, headquartered in Chatta-
nooga, Nashville, and Memphis, that in recent years
had entered each other’s home markets. Third, the
large majority of bank holding companies in the
United States are structured around a large lead
bank which provides management services to
smaller affiliates. In 1970, only 14 of 55 holding
companies with large affiliates controlled more
than one bank with deposits in excess of $100
million. With these precedents, it appeared
reasonable that the proposed Chattanooga affiliate
(American National) was likely to become the lead
bank of a holding company system which could
compete in several scattered markets. The Board
denied the application.

In a second Tennessee ruling in 1973 [22],
the Board used similar reasoning to deny Hamilton
Bancshares of Chattanooga acquisition of The
Hamilton National Bank of Knoxville ($288 million
deposits), the state’s ninth largest. As with the other
cases, the Board did not wish to eliminate a likely
lead bank which might sponsor additional com-
petitors in other markets.

Not All Are Denied

On the other hand, the Board of Governors has
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not categorically denied acquisitions of large
metropolitan banking organizations in the South-
east. For example, in 1970 the Board permitted a
Miami-based holding company to acquire

Orlando’s second largest bank. The Citizens
National Bank of Orlando ($82 million deposits),
though large and located in central Florida’s major
metropolitan center, was not judged to be a prob-
able lead bank. In fact, the affiliation seemed ac-
ceptable to the Board as a means of providing the
management needed to strengthen the competitive
stance of the bank’s 12-percent share of local market
deposits. The market’s leading organization, First at
Orlando Corporation, only Florida holding company
headquartered there, held 42 percent.

In 1972, another possible lead bank—the Union
Trust National Bank of St. Petersburg ($156 million
deposits) on the Gulf Coast—was allowed to affiliate
with a holding company. It was the only indepen-
dent bank in Florida with more than $100 million
deposits to gain such approval. Actually, the Board
had twice before denied other applications to
acquire the Union Trust, yet the bank had still not
formed a holding company. Consequently, the
Board approved the affiliation of the Union Trust
with the state’s twelfth largest bank holding com-
pany. At the time, the acquiring organization
operated no subsidiaries on the Gulf Coast.

In Alabama, a 1971 ruling approved a large
holding company which in many ways resembled
the proposed First Bancorporation of Florida denied
several years earlier. The First National Bank of
Montgomery ($175 million deposits), Exchange
Security Bank, Birmingham ($141 million deposits),
and First National Bank of Huntsville ($69 million
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deposits) formed First Alabama Bancshares. These
were Alabama’s sixth, seventh, and tenth largest
banks, located in three primary metropolitan areas.
Each faced strong local competition and their
combined deposits represented about 9 percent of
the state’s total, less than the 13 percent held by
the state’s largest bank. Though approval would
combine three strong banks under a single man-
agement, a Board majority concluded that the
creation of powerful competition to the dominant
bank might spur the state’s economic development.
Dissenting members objected to reducing the
number of potential lead banks in the $100 million
deposit class.

Similar considerations resulted in approval of a
second new Alabama holding company in 1971. The
State National Bank of Alabama, Decatur ($232 mil-
lion deposits), and Central Bank and Trust Company,
Birmingham ($121 million deposits), third and eighth
largest of the state’s banks, proposed forming a
holding company whose combined deposits would
account for 7 percent of Alabama’s total. The
Justice Department objected because this formation
would reduce the possibility for eventual decon-
centration in both banks’ markets by removing
each one as a potential competitor to the other. The
Board majority, nevertheless, believed it was in
Alabama’s economic interest to combine the one
bank’s resource potential with the other’s innova-
tive character to improve competition among the
state’s largest institutions. Again, the minority
objected to the loss of a potential holding
company lead bank.

The Board’s most recent approval of a large bank
combination permitted the merger of Florida’s sixth
and ninth largest holding companies to form United
First Florida Banks in 1973. The smaller company,
United Bancshares ($348 million deposits), operated
principally in Miami and was that area’s second
largest organization. The larger company, First
Florida Bancorporation ($587 million deposits),
operated subsidiaries throughout the state except
in Miami. The Justice Department once again
recommended denying such a merger because both
organizations were fully capable of entering each
other’s markets as competitors. However, the
Board approved the merger in a split decision, the
majority finding future entry a possibility rather
than a clear probability. The Board also noted
that the respective local markets had become more
competitive in recent years. Any future entry by
First Florida into Miami would have minimal impact
because many competing banks were already there.

This series of approvals indicates that while there
has been a fundamental concern for ensuring the
largest possible number of competing holding
companies in each state, the goal has not been an
unyielding policy where future developments were
uncertain or where there possibly were overriding
public benefits.

FEDERAL RESERVE BANK OF ATLANTA

A Statewide Perspective

Antitrust regulation of holding company expan-

sion appears, then, to have evolved. First concerned
with simply preserving the number of competing
firms in isolated local markets, it now includes
retaining local competitors seen in a larger context
of statewide holding company expansion. The
Board has increasingly assumed an obligation to
consider two things in growing market areas: the
probable future development of banking needs
and the expansion banking organizations are likely
to undertake in serving these needs.

As already noted, early Board rulings assessed
a proposed acquisition’s competitive impact in
familiar merger terms. The evolution of the Board’s
perspective from purely direct competition
considerations to a broader view of local competi-
tors as future affiliates of a statewide system is
illustrated in several early Florida denials.

The Board handed down its first denial of a
small bank acquisition in a local Southeastern
market in 1966 [2], four years after the landmark
First Bancorporation of Florida denial. A large
banking organization controlling about 30 percent
of the Jacksonville market deposits (where the
three largest organizations controlled 90 percent
of all bank deposits) was denied acquisition of a
smaller, independent competitor. Although this
early case was a straightforward direct competitor
acquisition, the denial also expressed a concern
not only for the existing number of firms but also
for those likely to be competing directly in this
market in the near future.

The traditional policy of barring holding
company acquisition of an independent competitor
in the same market was reaffirmed in the 1970
denial of Exchange Bancorporation’s proposal to
acquire the Peninsula State Bank in Tampa, Florida
[5]. Exchange, the second largest of three major
organizations headquartered in Tampa, already
controlled 24 percent of local market deposits
and wished to acquire a $25-million deposit bank
in the same market.

Though the denial discussed the elimination of
an existing competing firm, the Board’s ruling
pointed out more strongly than the earlier
Jacksonville case that the acquisition would also
eliminate the bank as a vehicle for entry by an
organization not represented in the area. In other
words, the acquisition—if approved—would
diminish the number of future competitors.

In local market cases, then, the denials not
only preserved the existing number of competitors,
but where these banks were later acquired by
nonlocal holding companies, also preserved the
number of future competitors. Furthermore, a
smaller bank’s market share is likely to grow more
rapidly as a subsidiary of a large company, result-
ing in future deconcentration of large local bank
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market shares. In the Exchange-Peninsula State
Tampa case, the Peninsula Bank became the vehicle
of entry for the Jacksonville-based Atlantic
Bancorporation in 1973, preserving and strengthen-
ing an alternate source of competition that would
have been eliminated had the initial home market
acquisition been approved. Similarly, the Jackson-
ville Beach Bank, denied to Barnett in 1966, was
allowed to be acquired in 1971 by Southeast
Bancorporation, which had entered the Jacksonville
market only the year before.

The evolving policy of preserving the number
of future competitors has also been evident in
markets adjacent to the acquiring organization’s
home office. In 1970, the Miami-based Southeast
Bancorporation, the state’s largest, was denied
acquisition of the $65-million deposit Hollywood
Bank and Trust, second largest bank in the adjacent
market and controlling about 20 percent of those
deposits. The Board’s ruling [8] argued that an
area’s largest bank can effectively compete in an
adjacent market through acquisition of a small or
de novo bank and that the larger competitors
should be preserved. It allowed Southeast to
acquire only the two smaller Hollywood bank
affiliates. The denied larger bank (Hollywood Bank
and Trust) was later acquired by the Jacksonville-
based Barnett Banks of Florida in 1971. The ruling
thus enabled competition between two strong
organizations to develop.

Similar rulings denied First Financial Corpora-
tion, Tampa'’s largest, acquisition of the $92-million
deposit Bank of Clearwater [7] and the $15T-million
deposit Union Trust National Bank of St. Petersburg
[12]. The former bank was the largest in an adjacent
market; the latter was the second largest in another
adjacent market. Instead, First Financial entered the
St. Petersburg market by acquiring a small bank.

The Union Trust National Bank was later acquired by
a Fort Lauderdale-based company in 1972, again
promoting competition between two strong organ-
izations.

Acquisitions of Major Banks in Local Markets

The effort to prevent possible parallel policies
inherent when a few large competitors face each
other in the same markets has produced a series of
other Board denials. These have barred a state’s
largest organizations from acquiring major banks in
local areas. These large organizations, in most
cases, later entered local markets either de novo or
by acquiring smaller banks to strengthen their

own competitive stance.

An early Board ruling of this sort occurred in
1969 [3]. Barnett Banks of Florida, the state’s largest
company then holding 14 subsidiary banks, pro-
posed to acquire the Union Trust National Bank of
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St. Petersburg ($135 million deposits) and the
smaller Citizens National Bank ($47 million deposits)
which stockholders of Union Trust had acquired the
previous year. The Board approved Barnett’s
acquisition of the Citizens Bank but denied it
control over Union Trust, the city’s second

largest bank.

According to the opinion, approval of both ap-
plications would have foreclosed the possible
dissolution of the loose affiliation between Union
Trust and Citizens National and their future re-
emergence as competitors. More significantly,
though, the Board said that approval of a large
holding company acquiring an area’s leading bank
would encourage a few large organizations to
dominate the state’s primary market areas. After
Barnett was denied the large bank, it acquired the
smaller institution. The latter has now grown to be
a $50-million bank and competes directly with
Union Trust, which became an affiliate of the Fort
Lauderdale-based Landmark Banks in 1972.

This preference for market entry on a smaller
scale to increase the number and strength of local
competitors was a feature of a previously discussed
Tennessee case, Hamilton Bancshares’ attempt to
acquire the Hamilton National Bank of Knoxville
[22]. Besides seeing the large Knoxville bank as a
potential holding company lead bank for entry into
other areas, the Board contended Knoxville was a
logical area for a statewide organization such as the
applicant (Hamilton Bancshares of Chattanooga) to
enter either de novo or through acquiring a smaller
bank. There was a precedent for this. Several years
earlier the FDIC had denied the loss through merger
of a smaller Knoxville bank which was later acquired
by a Nashville-based holding company.

Similar denials of major local organization
acquisitions have occurred in four additional
Florida markets. Southeastern Bancorporation, the
state’s second largest holding company, wanted to
acquire a group of four Melbourne banks which
controlled 31 percent of area deposits [6]. The
Miami corporation was granted only two. The two
denied became subsidiaries of Landmark Banks two
years later.

Southeast Banking Corporation was also denied a
group of five banks in Orlando, where Southeast
had already opened a new bank [10]. A competing
holding company currently has pending an applica-
tion to acquire this group.

First at Orlando Corporation, the state’s fifth
largest, was denied the larger of two affiliated banks
controlling 17 percent of the Sarasota market [9].
Also, in 1973 First National Bancshares, Pompano
Beach, was denied two of four proposed sub-
sidiaries in Vero Beach [18]. A competing statewide
system recently gained approval to acquire one of
the two previously denied Vero Beach banks.
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As with proposed acquisitions of possible holding
company lead banks, the Board has not set a fast
rule denying all acquisitions of major banking
organizations in local markets. In 1969, the Board
approved First at Orlando’s acquisition of Daytona
Beach’s largest bank together with its two affiliates.
The ruling pointed out that although the market’s
largest local organization was being acquired,
smaller competing banks were affiliated with even
larger holding companies. It gave the same reasons
for approving First at Orlando’s acquisition of
Ocala’s largest banking organization in 1972,

Similarly, in an Alabama case, the Board that same
year approved the acquisition of a Dothan bank
controlling 54 percent of local market deposits by
the state’s second largest organization. The majority
found that since two other competing banks in
Dothan maintained close relations with other
statewide organizations and the market was not
attractive for de novo entry, this acquisition was an
acceptable route of entry by the large Birmingham-
based holding company.

Also in 1972, Alabama Bancorporation of Birming-
ham, the state’s largest bank holding company,
acquired the $64-million American National Bank
of Mobile, ninth largest in the state and Mobile’s
third largest, controlling about 11 percent of local
deposits. Though the Department of Justice argued
that independent banks of this size should be
preserved for facilitating the possible formation of
additional holding companies in Alabama, the Board
in a split decision ruled that the affiliation would
make the Mobile bank a stronger competitor to the
area’s two largest banks, which together controlled
71 percent of local deposits.

Three additional Alabama acquisitions also raised
parallel policy issues. In 1973 three of the state’s
four large holding companies proposed to acquire
several independent banks (with $60 million
deposits) in the concentrated markets of Tuscaloosa,
Montgomery, and Anniston. The Justice Department
felt that the four large holding companies, which
controlled 40 percent of Alabama’s deposits, were
likely future entrants into Tuscaloosa, Montgomery,
Anniston and other local markets. Approval of the
three acquisitions would leave barely a dozen
independent banks with deposits over $30 million
to serve as the nucleus for an additional statewide
organization. The situation might emerge in which
four sizable organizations would confront each
other in Alabama’s large local markets, adopting
similar policies or practices.

A divided Board approved the acquisitions. The
majority saw no evidence that such parallel policies
had developed and believed larger banking
organizations beneficial to the state’s development.
The minority contended that a structure of only
four large organizations was likely to assure that any
benefits produced would accrue to private parties
rather than to the public generally.

FEDERAL RESERVE BANK OF ATLANTA

A Second Local Market Acquisition?

We noted earlier that a desire for preserving
numerous local competitors throughout the state
had led to a series of rulings denying the acquisition
by large holding company organizations of probable
lead banks of competing organizations and of major
banks in local markets. The same concern to prevent
the emergence of a structure conducive to parallel
policies on a statewide basis has also led to several
rulings preventing holding companies which had
already entered a local market by acquiring an
existing bank from acquiring additional small
independent banks in the same area. -

Such rulings are intended to prevent an organiza-
tion from obtaining piecemeal a predominant local
position which would be denied if attempted all at
once. Furthermore, acquisition of a second
independent bank, especially one centrally located,
would eliminate the independent bank as a vehicle
of entry by other statewide systems. Additional entry
by a strong organization has the advantage of
providing for future deconcentration of bank
deposits.

In some cases, since the existing and proposed
affiliate are located in the same market, there is a
degree of existing competition and the familiar
arguments against merging direct competitors apply.
In these cases, a close parallel of future competition
considerations with traditional merger policy is
apparent. The acquisition of a competing local bank
could be denied without reference to any probable
future statewide developments. However, as this
article stresses, the Board has come to discuss these
proposed acquisitions in the broader perspective of
future competition.

First at Orlando Corporation, which had acquired
a Tampa bank in 1972, that same year sought to
acquire an additional local bank, the $34-million
deposit Seminole Bank [13]. Since four statewide
systems besides the applicant had entered that same
market in recent years, the Board reasoned that
other systems were highly likely entrants. Therefore,
it denied the Seminole acquisition as one which
would eliminate that bank as a stronger competitor
when affiliated with a nonlocal organization.
Seminole Bank’s central location made it especially
attractive for entry by other statewide systems.
American Bancshares of Miami, indeed, acquired
the bank the following year.

In 1973, Barnett Banks, which had acquired a
downtown Tampa bank in 1970, sought to acquire
Tampa’s $38-million deposit Peninsula State Bank
[16]. Had the acquisition been approved, it would
have eliminated some existing direct competition
and a likely source of strengthened competition
through alternate affiliation with a nonlocal
company. It was, therefore, denied. In 1973, Atlantic
Bancorporation of Jacksonville entered the market
by acquiring the Peninsula bank.
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The Board on the same basis denied banks to
Florida National Banks in Ormond Beach [11] and to
Southeast Banking Corporation in Deland, Florida
[19]. Though these could be viewed as simple direct
competition cases, the Board placed them in the
context of future statewide holding company
expansion.

Conclusion

in sum, the regulatory concern for future competi-
tion has been very evident in the Southeast’s
expanding banking markets. The record shows that
the Board of Governors has denied bank acquisi-
tions which would have lessened the number of
competing holding companies in markets
throughout each state as they were reasonably
likely to develop. Efforts have been made to
preserve local banks as avenues for future market
deconcentration.

Some observers find the Board’s concern for
future competition lying beyond familiar antitrust
actions preventing the elimination of competing
firms. This position claims that to prevent the
merger of two likely future competitors restructures
markets along procompetitive lines. And according
to the same view, this exceeds Congressional
intent.” While this view may be logical where
market entry is a distant possibility, it has less
validity where new entry is highly predictable. In
these cases, such a policy becomes one of
preserving a fairly normal structural development
which would be foreclosed by granting a proposed
acquisition.

Of 18 such denied rulings in the Southeast, we
found that banks in 13 have since been acquired by
other organizations; and these currently represent

“Douglas V. Austin, ‘‘Limitations of the Potential Competition

strengthened alternate sources of banking services.
Each of these 18 markets was less concentrated in
1973 than when the acquisitions were proposed and
far less concentrated than if the bank consolidations
had been approved. This indeed understates the
impact of the policy, since approvals would surely
have encouraged eliminating independent
competitors in many additional markets.

As this review of published Board rulings
indicates, the concern for future competition has
not been a restructuring of existing market
patterns to fit some preconceived plan. Denials have
come only after analysis of each local market’s
growth potential and consideration of “bank size,
history of innovation, management ability, and
related operational motives.”® Where future entry
was merely a possibility rather than a clear
probability or where there were offsetting public
benefits, the Board did not deny acquisitions even
though other agencies so advised.

Conclusive empirical evidence that the structural
standard favoring many firms over few has produced
competitive market performance is not yet at hand.
Nonetheless, there are undeniably many more
independent banking alternatives in Sixth District
banking markets today than would be the case in
the absence of the Bank Holding Company Act and
the Board’s enforcement of its provisions.

A concern for future competition has played a
key role in this development. As banking organi-
zations continue to grow along with the Southeast,
the Board can be expected to preserve additional
avenues for deconcentrated markets in the future.

1969), p. 32ff, and Charles F. Haywood, The Potential Competition
Doctrine, Washington, Association of Registered Bank Holding
Companies, 1972.

3Andrew F. Brimmer, ‘'The Role of Potential Competition in
Bank Mergers,”” The Magazine of Bank Administration, XLV (May

Theology,”” The Magazine of Bank Administration, XLV (September 1969), p. 23.

APPENDIX
Bank Holding Companies
Orders Denying Acquisition of Bank Stocks

Federal Federal
. Reserve Later Reserve
Applicant Bank Bulletin Acquired By Bulletin
1. First Bancorp. of Florida, The Barnett National Bank 1962 BULL. 978 Barnett Banks of 1966 BULL. 23
Inc., Orlando, Fla. of Jacksonville, Fla. Florida, Inc.,

Jacksonville, Fla.?

The First National Bank

Southeast Banking 1967 BULL. 1562
of Miami, Fla.

Corp., Miami, Fla.?

The First National Bank First at Orlando Corp., 1967 BULL. 235
at Orlando, Fla. Orlando, Fla.
The Exchange National Exchange Bancorp., Inc., 1969 BULL. 278
Bank of Tampa, Fla. Tampa, Fla.
2. Barnett National First National Beach Bank, 1966 BULL. 25 Southeast Banking Corp. 1971 8ULL. 841
Securities Corp., Jacksonville Beach, Fla. Miami, Fla.?
Jacksonville, Fla.
3. Barnett National Union Trust National Bank 1969 BULL. 615 Landmark Banking Corp. 1972 BULL. 991
Securities Corp., of St. Petersburg, of Florida,

Jacksonville, Fla. St. Petersburg, Fla. Fort Lauderdale, Fla.?
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Federal Federal
Reserve Later Reserve
Applicant Bank Bulletin Acquired By Bulletin
4. Hamilton National Marion Trust and Banking 1969 BULL. 860 Independent
Associates, Inc., Co., jJasper, Tenn.
Chattanooga, Tenn.
5. Exchange Bancorp., Inc., Peninsula State Bank, 1970 BULL. 373 Atlantic Bancorporation 1973 BULL. 776
Tampa, Fla. Tampa, Fla. Jacksonville, Fla.
6. Southeast First National Bank of 1970 BULL. 641 Landmark Banking Corp. 1972 BULL. 581
Bancorp., Inc., Eau Gallie, of Florida,
Miami, Fla. Melbourne, Fla. Fort Lauderdale, Fla.?
Indialantic Beach Bank,
Indialantic, Fla.
7. First Financial Corp., Bank of Clearwater, Lykes Bros., Inc.,
Tampa, Fla. Clearwater, Fla. 1970 BULL. 654 Tampa, Fla., retained
bank acquired 1964
8. Southeast Bancorp., Inc., Hollywood Bank and Trust 1970 BULL. 858 Barnett Banks of 1971 BULL. 529
Miami, Fla. Co., Hollywood, Fla. Florida, Inc.,
Jacksonville, Fla.*
9. First at Orlando Corp., National Bank of Sarasota, 1971 BULL. 1014 Southwest Florida Banks 1973 BULL. 310
Orlando, Fla. Sarasota, Fla. Inc., Fort Myers, Fla.
10. Southeast Banking Combanks Corporation, 1972 BULL. 54 First Bancshares of Florida,
Corp., Winter Park, Fla. Inc., Boca Raton, Fla.,
Miami, Fla.* has applied to merge with
Combanks Corporation

11. Florida National Banks Ormond Beach First 1972 BULL. 57 First Florida Bancorp., 1973 BULL. 121
of Florida, Inc., National Bank, Tampa, Fla.*
Jacksonville, Fla. Ormond Beach, Fla.

12. First Financial Corp., Union Trust National Bank 1972 BULL. 480 tandmark Banking Corp. 1972 BULL. 991
Tampa, Fla. of St. Petersburg, of Florida,

St. Petersburg, Fla. Fort Lauderdale, Fla.3

13. First at Orlando Corp., Seminole Bank of Tampa, 1972 BULL. 818 American Bancshares, 1973 BULL. 708
Orlando, Fla. Tampa, Fla. Inc., North Miami, Fla.

14. Financial Securities Corp. First Farmers Bank, 1972 BULL. 832 Independent
Lake City, Tenn, Athens, Tenn.

First National Bank of Independent
Angderson County,
Lake City, Tenn.

15. Atlantic Bancorp., Bank of New Smyrna, 1972 BULL. 1035 Independent
Jacksonville, Fla. New Smyrna Beach, Fla.

16. Barnett Banks of Peninsula State Bank, 1973 BULL. 299 Atlantic Bancorporation, 1973 BULL. 776
Florida, Inc., Tampa, Fla. Jacksonwville, Fla.

Jacksonville, Fla.*

17. First at Orlando Corp., Citrus First National 1973 BULL. 302 de novo bank; never

Orlando, Fla. Bank of Leesburg, opened
Leesburg, Fla.

18. First National Bancshares The Beach Bank of 1973 BULL. 362 First at Orlando Corp., Board Press Release
of Florida, Inc., Vero Beach, Orlando, Fla. April 16,1974
Pompano Beach, Fla. Vero Beach, Fla.

The Sebastian River Bank, Independent
Sebastian, Fla.

19. Southeast Banking Deland State Bank, 1973 BULL. 460 United First Florida Board Press Release
Corp., Deland, Fla. Banks, Inc., April 4, 1974
Miami, Fla.? Tampa, Fla.

20. Central Bancorp,, Inc., Central National Bank of 1973 BULL. 461 Independent
Miami, Fla. Miami, Miami, Fla.

21. United Tennessee American National Corp., 1973 BULL. 530 One-bank holding company
Bancshares Corp., Chattanooga, Tenn.

Memphis, Tenn.

22. Hamilton The Hamilton National Bank 1973 BULL. 817 Independent

Bancshares, Inc., of Knoxville,
Chattanooga, Tenn. Knoxviite, Tenn.
23. First Financial Corp. Citizens Bank and Trust 1974 BULL. 129 Independent

Tampa, Fla.

Company, Quincy, Fla.

1Formerly Barnett National Securities Corporation
2Formerly Southeast Bancorporation, Inc.
SFormerly Consolidated Bankshares of Florida, Inc.

*Merged with United Bancshares of Florida, Inc.; name changed to United First Florida Banks, Inc.
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BANKING STATISTICS

Billion $
CREDIT* DEPOSITS*
- 40 _ 40
Loans Total
- 36 - 36
-24 — Net Demand - 14
- 20 - 10
M Time
-8
- 10
U.S. Gov't. Securities -4
Savings
-6
T T T T A R & A B I A O R O A A trrrrrrrrrrrrrrrrerrrrerrrrirnld
J J DJ J DJ J J J DJ J DJ J
1973 1974 1975 1973 1974 1975

LATEST MONTH PLOTTED: MARCH

**Daily average figures

SIXTH DISTRICT BANKING NOTES

1973: A Good Profit Year

Income After Taxes

% of equity capital

Note: Figures shown are before gains or losses on securities.

‘ District portion
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Member banks in the Sixth District enjoyed a category; business and consumer loans grew some-

sizable rise in after-tax income. As reported in "1973 what slower than total lending. Banks also econ-
Operating Ratios, Sixth District Member Banks/'l omized on funds for lending by decreasing the
income after taxes and before securities gains or percentage of assets held in cash form.

losses increased to 12.6 percent of equity capital in
1973, up from 11.6 percent in 1972.

This performance was quite broadly based. Using

PERCENTAGE OF TOTAL ASSETS

deposit size to classify banks, five of the seven 1973 1972
groups registered increases in after-tax income in Treasury Securities 9.8 11.9
1973. Only those banks with less than $5 million in U.S. Government Agency Securities 6.1 6.3
total deposits and those with deposits between $100 State and Municipal Obligations 14.3 14.6
and $500 million had somewhat lower profitability. Gross Loans (including Fed funds) 52.7 49.8
Moreover, banks with deposits between $10 million Cash Assets 13.1 13.8

and $100 million had profit rates above the District

average. On a statewide basis, banks in Alabama

and Florida outperformed the District as a whole Total operating income and operating expenses
with respect to after-tax income. Nevertheless, Sixth each increased as a proportion of total assets, but
District member banks in all states except Louisiana operating income showed the larger gain. Interest
showed improved profitability-over 1972. received on loans was not only the largest compo-

Cash dividends as a percentage of net income nent of operating income, it was also the only major
were just slightly above the 1972 figure. Only component which increased in 1973. Smaller banks,
medium-sized banks, those with deposits between which are generally net sellers of Federal funds,
$25 million and $100 million, increased the propor- benefited particularly from the high rates on Federal
tion of net income paid as cash dividends. As in funds. Interest income on all classes of security hold-
past years, the cash-dividends-to-net-income ratio ings decreased, roughly in line with their decline as
increased with deposit size. The smallest banks paid a proportion of total assets.

out 16.7 percent of net income as cash dividends;

the largest banks paid 44.4 percent. SOURCES AND USES OF BANK INCOME
Banks' profitability was heavily influenced by the

. . Income* 1973 1972
economic events of 1973. This was a year of un- ) .
usuall stron loan demand and correspondingl Loans, including Fed funds 65.9 616
Y 9 P aly Treasury Securities 8.9 11.0
higher interest rates thereon. As banks sought loan- State and Municipal Obligations 9.6 10.4
able funds to accommodate borrowers, the rates on U.S. Government Agency Securities 5.6 6.1
Federal funds and certificates of deposit increased Expenses*
steadily, reaching their 1973 peak in September. Interest on Deposits 36.7 35.3
The rates on Treasury securities, securities of U.S. Interest on Borrowed Money 17 0.7
Government agencies, and securities of states and Salaries and We_lges 17.9 19.8
o . Employee Benefits 2.7 2.8
municipalities also rose. Banks sold some of these Taxes 41 3.8
assets to obtain funds for lending. ‘Expressed as percentages of total operating income.
RATES OF RETURN ON SECURITIES AND LOANS Turning to total operating expenses, the largest
(Percent) category was interest paid on deposits. These in-
1973 1972 i
) . terest expenses increased from 35.3 percent of total
Loans (including Fed funds) 9.52 8.60 i . i .
) operating income in 1972 to 36.7 percent in 1973.
Loans (excluding Fed funds) 8.52 8.07 o .
L Much of this is accounted for by the higher average
Treasury Securities 6.01 5.57 . ) . i
. L rate paid on time and savings deposits and the larger
State and Municipal Obligations 4.36 4.27 i . . . .
. ratio of time and savings deposits to total deposits.
U.S. Government Agency Securities 5.64 5.24 . . .
The second most important factor in higher operat-
ing expenses was a rise in the interest cost on bor-
rowed money. The impact of this item was directly
These events are reflected in the operating ratios related to deposit size. Here again, high Federal
on distribution of banks' assets. Banks decreased funds rates were greatly responsible because large
the proportion of their assets held in the form of banks tend to be net purchasers of Federal funds.
Treasury, U. S. Government agency, and state and Increased taxes also added to higher operating
municipal securities. At the same time, gross loans expenses, but their effect was relatively a minor one.
increased from 49.8 percent of total assets to 52.7 A large part of increased interest and tax costs was
percent. Real estate loans were the fastest growing offset by a smaller proportion of expenses going to
‘Data are based on information contained in this release and are salaries, wages, and other employee benefits.
subject to the footnotes and explanatory remarks contained there- W. F. Mackara
in. Copies are available on request.
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Sixth District Statistics

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

One Two One One Two One
Month Months Year Month Months  Year
Latest Month Ago Ago Ago Latest Month Ago Ago Ago
SIXTH DISTRICT Unempioyment Rate?
{Percent of Work Force) . . . . Mar, 3.9 4.1 4.1 3.9
INCOME AND SPENDING Avg. Weekly Hrs. in Mfg. (Hrs) . . Mar. 41.0 41.4 415 40.9
Manufacturing Payrolls . . . . . . Mar. 170 171 173 159 FINANCE AND BANKING
Farm Cash Receipts . . . . . . ..Feb. 202 228 190 161 Member Bank Loans . . . . . . . . Mar. 243 245 242 204
Crops . . . v+« 4 .. . .Feb. 216 252 217 169
Member Bank Depos-ts < .« . . . Mar 200 201 195 179
Livestock . . . Feb. 206 218 190 170 Bank Debits** Mar. 247 238 231 204
Instaiment Credit at Banks"/1 (Mnl $] ank Debi . R .
New Loans . . . . . Mar, 580 704r 722 670
Repayments . . . . . . ... .Mar. 508 658r 675 515 FLORIDA
INCOME
RODUCT!
EMPLOYMENT AND PRODUCTION Manufacturing Payrolls . . . . . . Mar. 179 177 180 161
Nonfarm Employment,. . . . . . . Mar. 132.6 132.8 1328 128.8 Farm Cash Receipts . . . . . . . . Feb. 173 163 160 147
Manufacturing . . . . . . . . . Mar. 118.5 1191 119.7 117.4
Nondurable Goods . . . . . . . Mar. 115.8 1161 1166 115.0 EMPLOYMENT
Food . . . Ce s e Mar l07.3 1066 106.8 105.2 Nonfarm Employment . . . . . . . Mar. 151.8 1514 1506 146.1
Textiles . . . . . . . . . .Mar 1121 113.0 1136 = 1128 "
Manufacturing . . . . . . . . . Mar. 1283 1279 1286 1250
Apparel . . . . . . . . . .Mar 114,1 115.0 116.7 115.9 "
Nonmanufacturing . . . . . . . . Mar. 1563 1559 1548 150.2
Paper B . . . Mar, 112.2 112.8 112.9 115.1 :
Construction . . . . . . . . . Mar 212.8 2142 2122 200.8
Prlntmg and Publlshlng . . . Mar. 129.4 129.7 130.0 126.5 Farm Empl
ployment . . . . . . . . . Mar. 101.0 819 94.9 1025
Chemicals . . . . . . Mar. 108.6 108.4 108.5 105.6 »
Durable Good M 1219 1227 1235 1204 Unemployment Rate
urable Goods . - Mar. : : : (Percent of Work Force) . . . . . Mar. 3.4 33 3.1 2.7
Lbr., Wood Prods Fum & FAX - Mar. 111.7 112.4 113.6 1116 Avg. Weekly Hrs. in Mfg. (Hrs.) Mar 40.5 40.7 40.9 41.9
Stone Clay, and Glass . . . . Mar. 1329 1326 1337 1269 : : . R ) ) :
Primary Metals . . . . . . . Mar. 1115 114.7 113.5 110.4
Fabricated Metals . . . . . . Mar. 1342 1341 1335 1285 FINANCE AND BANKING
Machinery . . . . Mar. 156.1 156.2 159.0 147.7 Member Bank Loans . . . . . . . ., Mar. 303 303 296 251
Transportation Equnpment . . Mar. 109.1 111.1 111.0 114.1 Member Bank Deposnts ..+ . . . . Mar 240 240 237 212
Nonmanufacturing . . . . . . . Mar, 137.6 137.7 1372 1328 Bank Debits** . . « . - . . . . Mar 306 302r 284 263
Construction . . . . . . . . Mar. 1547 1560 156.1 146.6
Transportation . . . . . . . Mar 126.9 127.3 126.3 123.2
Trade . . ... . Mar. 1371 1376 1340 1339 GEORGIA
Fin., ins,, and real est . .« . Mar. 147.3 1476 146.9 1415 INCOME
Services . ... .Mar. 1480 1481 1477 1424 o
Federal Govemment - - Mar, 104.3 103.9 103.5 101.4 Manufacturing Payrells . . . . . . Mar. 156 163 165 153
State and Local Govemment - Mar, 1357 1348 1340 1299 Farm Cash Receipts . . . . . . . . Feb. 221 256 246 161
Farm Employment . . . . . . . . . Mar, 85.2 88.1 90.7 89.6
Unemployment Rate* EMPLOYMENT
(Percent of Work Force) . . . . . Mar. 4.1 4.0 4.1 35
Insured Unemployment Nonfarm Employment . . . . . . . Mar, 130.2 130.7 1309 127.8
(Percent of Cov. Emp.) . . . Mar. 2.1 2.1 1.9 18 Manufacturing . . . . . . . . . Mar. 1113 113.0 113.6 112.8
Avg. Weekly Hrs. in Mfg. (Hrs) .. . Mar. 40.4 40.6 41.0 41.0 Nonmanufacturing .. . . . . . Mar 138.9 138.8 1388 134.6
Construction Contracts* . . . . . Mar. 233 224 208 268 Construction . . . . . . . . . Mar. 152.0 152.7 1530 1454
Residential . . . . . . . . . . . Mar. 246 261 210 339 Farm Employment . . . . . . . . Mar. 87.9 101.9 96.4 g2.1
All other . . . ... Mar 220 187 205 198 Unemployment Rate*
Cotton Consumpnon"" .. . . . . .Feb. 90 82 79 81 (Percent of Work Force) . . . . . Mar. 4.9 4.5 4.6 3.9
Petroleum Production** . , . . . . Mar, 103 100 108 116 Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Mar, 40.3 40.7 41.0 40.8
Manufacturing Production . . . . . Dec. 300 306 307 283
Nondurable Goods . . . . . . . . Dec. 248 247 245 237 FINANCE AND BANKING
Food . . . . . ... . . Dec. 192 191 189 187 Member Bank Loans . RN . . Mar, 262 265 271 220
Z:);ta-lr:sl e .gz? ggg gg(‘) ggg g;‘g Member Bank Deposits . . . . . . Mar. 180 182 181 168
e . itgxx
Paper . . © 7 Dec. 527 527 225 591 Bank Debits’ « 0 e e . . . Mar. 308 302 319 260
Printing and Publlshlng . . . Dec. 156 156 155 158
Chemicals . . . . . Dec. 321 324 320 303 LOUISIANA
Durable Goods . . . . . . . . . Dec. 363 378 382 338 INCOME
Lumber and Wood .. . . . .Dec 206 203 202 198
Furniture and Fixtures . . . . Dec. 189 188 191 187 Manufacturing Payrolls . . . . . . Mar. 154 155 154 146
Stone, Clay, and Glass . . . . Dec. 217 210 212 195 Farm Cash Receipts . . . . . . . . Feb. 199 203 185 146
Primary Metals . . . . . . . Dec. 272 273 271 221
Fabricated Metals . . . . . . Dec. 308 302 298 288 EMPLOYMENT
Nonelectrical Machinery . . . Dec. 479 485 502 414 Nonfarm Employment L. . . Mar. 118.5 118.7 118.5 116.3
Electrical Machinery . . . . Dec. 835 932 918 753 Manufacturing . . . . . . . . . Mar. 107.9 107.6 108.2 1063
Transportation Equipment . . Dec. 416 448 472 443 Nonmanufacturing . . . . . . . . Mar. 120.7 121.0 120.6 1183
Construction . . . . . . . . Mar. 96.6 97.2 97.7 96.1
FINANCE AND BANKING Farm Employment . . . . . . . . . Mar, 61.2 64.0 78.2 80.5
Loans* Unemployment Rate* 9
"M . Mar 69 269 266 223 (Percent of Work Force) . . . . Mar. 6.1 6.2 6.1 5.
Cgaermoe: Banks a2 S & Avg. Weekly Hrs. in Mfg. (Hrs) . . . Mar. 405 408 410 423
Dexlc;sits" ber Bank 208 200 206 186 FINANCE AND BANKING
Member Banks . . . . . . . . Mar.
Large Banks . . . . . . . . . . Mar. 180 179 179 163 Member Bank Loans* . . . . . . . Mar. 244 244 237 196
Bank Debits*/** . . . . ., . . . , Mar. 276 2671 263 228 Member Bank Deposits* . . . . . . Mar, 186 186 184 166
Bank Debits*/** . . . . . . . . . . Mar. 223 206 197 166
ALABAMA : MISSISSIPPI
IN;OMEf M 175 176 175 159 INcOME
anufacturing Payrolls . . . . . . . Mar. Manufacturin
¢ g Payrolls . . . . . . Mar. 190 188 191 179
Farm Cash Receipts . . . . . . . .Feo. 247 284 197 198 Farm Cash Receipts . . . . . . . .Feb. 243 350 246 210
EMPLOYMENT EMPLOYMENT
Nonfarm Employment Ce e . .. Mar, 120.8 121.2 120.9 117.6 Nonfarm Employment . . . . . . . Mar. 130.2 129.9 130.5 126.3
Manufacturing . N -1 117.7 118.2 117.8 114.7 Manufacturing . . . . . . . . . Mar. 131.4 1315 131.8 1309
Nonmanufacturing Lo . . .. . Mar 122.2 1225 1224 118.9 Nonmanufacturing . . . . . . . . Mar. 129.6 129.2 129.8 124.2
Construction . . . . . . . . . Mar. 129.6 130.2 131.4 121.7 Construction . . . . . . . . . Mar. 144.3 1447 146.6 140.4
Farm Employment . . . . . . . . . Mar. 87.9 89.2 86.7 79.1 Farm Employment . . . . . . . . . Mar. 79.2 76.4 83.3 87.9
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Unemployment Rate*
{Percent of Work Force)
Avg. Weekly Hrs. in Mfg. (Hrs.)
FINANCE AND BANKING

Member Bank Loans*
Member Bank Deposits*
Bank Debits*/** . . .

TENNESSEE

INCOME

Manufacturing Payrolls .
Farm Cash Receipts

One Two One

Month Months  Year

Latest Month Ago Ago Ago

. Mar. 35 3.6 3.9 a3
. Mar. 399 39.6 40.2 40.2
. Mar. 269 266 265 216
. Mar. 218 219 213 184
. Mar. 251 226 238 21
. Mar. 174 172 178 161
. Feb. 207 193 149 167

EMPLOYMENT

Nonfarm Employment

Manufacturing

Nonmanufacturing

Construction
Farm Employment .
Unemployment Rate:
(Percent of Work
Avg. Weekly Hrs. in

FINANCE AND BANKING
Member Bank Loans*

Force} ..
Mfg. (Hrs)) . .

One

Two
Month Months

One
Year

Latest Month Ago Ago Ago

. Mar. 128.8 1296 126.6 1245
. Mar. 119.2 119.7 1209 1179
. Mar. 134.1 135.1 1344 128.1
. . Mar. 145.5 149.8 151.0 130.7
. Mar. 85.8 92.3 93.1 88.0
. Mar. 3.3 3.4 35 2.9
. Mar, 40.3 40.1 41.2 40.5
. Mar. 259 257 250 215
. Mar. 200 201 198 177
. Mar. 245 240 234 186

Member Bank Deposds;

Bank Debits*/** .

*For Sixth District area only; other totals for entire six states

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

state cotton

**Daily average basis

1Preliminary data

r-Revised

Mines; farm cash receipts and farm emp., U.S.D.A. Other indexes based on data collected by this Bank. AII indexes calculated by this Bank.

'Data benchmarked to June 1971 Report of Condition.
:Unemployment rates for all District States except Florida have been estimated using new techniques developed by the U. S. Dept. of Labor. New seasonal factors have
been developed for all six District States. These new seas. adj. rates are not comparable with previously published unemp. rates.

Debits to Demand Deposit Accounts

Insured Commercial Banks in the Sixth District

All employment data have been

to new Kks.

(In Thousands of Dollars)

N.A. Not available

by this Bank; nonfarm, mfg. and nonmfg. emp., mfg. payrolls and hours, and unemp., U.S. Dept. of Labor and cooperating

U.S. Bureau of Census; construction contracts, F. W. Dodge Div., Co.; petrol. prod., U.S. Bureasu of

Percent Change Percent Change
Year Year
March to March to
arch | gate date
1974 |3 mos. 1974 |3'mos.
from 11974 from 1974
March February March  Feb. Mar. | from March February March Feb. Mar. | from
1974 1974 1973 1974 1973 | 1973 1974 1974 1973 1974 1973 | 1973
STANDARD METROPOLITAN Dothan 190,595 170,709 157,543 +12 +21 +31
STATISTICAL AREAS** Selma 85,498 78,064 73,176 +10 +17 +23
Sirmingham oy Bages dapldsl nil o tm 42 Bradenton . 206320 192273 185332 + 7 +11 +13
i - ! y Monroe County 113775 123301 75254 — 8 +51 +60
Huntsville 322,709 282,936 288221 +14 +12 +13
Mobile 1130490 1027830 902314 410 +25 120 Ocala . . .. 197,415 191,212 183384 + 3 + 8 +18
Montgomery 639540 599435 617626 47 4.4 111 St. Augustine 53,518 47,163 35130 +13 +52 +59
Tuscaloosa 247078 216'486 193'139 +14 +30 +34 St. Petersburg . 994,618 931,287 984,393 +7 +1 +5
" g Tampa 2,028920 1845071 1,793,996 +10 +13 +17
Bartow-Lakeland-

Winter Haven 824,648 778,850 758571 + 6 + 9 +14 Athens 158728 143043 150,111 +11 +6 + 3
Daytona Beach 390,322 354,803 348,738 +10 +12 +14 Brunswick . 99,288 91,096 91307 +9 +9 +14
Ft. Lauderdale. Dalton 184,403  177.815 190275 + 4 -3 + 4

Hollywood 1842327 1915772 1826078 — 4 + 1 Efberton 22908 19702 20,660 +16 +11 +16
Ft. Myers 405,780 405,943 305335 - 0 +33 123 Gainesville 148,447 139,815 129,863 + 6 +14 +21
Gainesville 254315 255312 236238 - 0 + B +16 Griftin 73,815 68,771 66,255 + 7 +11 +19
Jacksonville 4713682 5,067,000 3,601,834 — 7 +31 +38 LaGrange 41686 43,378 4123 -4 +1 +17
Melbourne- Newnan . 53,893 49,616 67.007 + 9 —20 — 3

Titusville-Cocoa 409,209 404,402 391,781 +1 +4 +9 Rome . . 147,512 127908 133254 +15 +11 + 8
Miami © ... 7428385 7115226 6632476 + 4 +12 +18 Valdosta 99.569 94.923 91,442 +5 +9 +7
Orlando . 1,477,333 1546459 1459406 — 4 + 1 +10
Pensacola 450,554 392,701 409,336 +15 +10 + 7 Abbeville 16,124 13,459 18,195 +20 +14 +11
Sarasota 524,370 547,687 537,917 — 4 - 3 +19 Bunkie 13,601 9,925 10827 +37 +26 +12
Tallahassee 827,765 1,134,812 852,925 -27 — 3 +14 Hammond 59,644 82,475 73531 -28 -19 +7
Tampa-St. Pete 4,294560 3,950,371 3,798,212 + 9 +13 +14 New Iberia 62,828 55,359 52,382 +13 +20 +15
W. Palm Beach . 1,293,757 1,214,287 1,162,779 + 7 +11 +12 Plaguemine 21,869 19,061 22623 +15 — 3 +1

Thibodaux . 36,668 32,958 36442 +11 +1 +8
Albany 197,933 179,405 187,019 +10 + 6 + 9
Atlanta 17,526,880 16,621,404 14612954 + 5 +20 +36 Hattiesburg 121,309 111,252 118419 +9 +2 +6
Augusta . . 's32229 548, 493243 - 3 + 8 +24 Laurel 79.177 69,042 74628 +15 + 6 + 2
%c;lg:rl‘bus 44197 409,825 86289 +8 14 +17 Meridian 123,073 111,826 111,659 +10 +10 + 9
X X X +15 +45 +44 Natchez 56,538 51,169 57616 +10 — 2 + 4
Savannah 554,012 508,151 503,555 + 9 +10 +10 Pascagoula-
Moss Point 169,358 176,287 152,228 — 4 +11 + 5
Alexandria . 288,713 249,358 235168 +16 +23 +19 Vicksburg 83,540 75.576 72,555 +11 +15 +21
Baton Rouge 1,432,961 1,288,059 1,042,749 +11 +37 +30 Yazoo City 45,246 42,690 35444 + 6 +28 +29
Lafayette . . 292,870 263,991 248,356 +11 +18 +19
Lake Charles 251,639 227,050 217,613 +11 +16 +16 Bristol . 108,095 103,862 110281 +4 — 2 —11
New Orleans 5,054,259 4,324051 3,720,534 +17 +36 + 9 Johnson City 164,319 142,654 158650 +15 + 4 + 7
Kingsport 315622 245346 294,633 +29 + 7 +14
Biloxi-Gutport 251,074 213559 257,477 +18 - 2 + 7
ack! . " .
son 1,605,143 1411,026 1,316,644 +14 +22 +24 District Total . 83,297,995 77,130,218r 70,123,388 + 8 +19 +21
Chattanooga 1471136 1,292,265 1,183,253 +14 +24 +27
Knoxville 1,769,974 1,363,017 860,556 +30 +106 +85 Alabama 9,398,299 8,666,450 7869432 + 8 +19 +20
Nashville 3711918 3534234 3052217 15 +22 423 Florida . . 28,087,098 26592.372r 24.669,076 + 6 +14 +17
Georgia . 23,780,048 22,356,190 20,320,939 + 6 +17 +28
Louisiana’ 8,629.756 7,601,000 6,616,480 +14 +30 +13
OTHER CENTERS Mississippi' 3392198 2,974:665 2,920,325 +14 +16 +17
Anniston 112,251 95928 103,755 +17 +8 + 5 Tennessee’ . 10,010,596 8,939,541 7,718,136 +12 +30 +29

1 District portion only
r-Revised

Figures for some areas differ slightly from preliminary figures published in “Bank Debits and Deposit Turnover” by Board of Governors of the Federal

**Conforms to SMSA definitions as of December 31, 1972.
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District Business Conditions
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**Data have been partially revised to new benchmarks and are not comparable with earlier months.
+¢e¢Unemployment rates for January through March are based on new estimating techniques and concepts and are

not. comparable with earlier data.

Latest plotting: March, except mfg. production, Dec. and farm cash receipts, Feb.

Despite the national economic slowdown, the Southeast's economy appears to be holding its own. Jobs
and insured unemployment in March held approximately at last month's levels, reflecting unchanged labor
market conditions. Sluggish spending and borrowing patterns continue to typify the consumer. Construction
activity increased despite a weak residential sector. Prices of farm products fell in March and April as produc-
tion increased. Bank loans increased, accompanied by fairly strong deposit growth.

Nonfarm jobs changed very little again in March.
Employment changes were small and offsetting in
nonmanufacturing and manufacturing. Only Geor-
gia's employment fell substantially, with losses
centered in auto assembly and textile manufactur-
ing. District factory hours dropped for the second
consecutive month. The rate of insured unemploy-
ment remained at February's 2.1-percent.

Consumer use of bank instalment credit moved
up in March but at a slower pace than last year's
rate. Increases in consumer credit outstanding were
recorded in all categories except autos, where loans
actually declined. Unit auto sales remain far below
the rapid rates of the past two years, despite larger
inventories of small cars. Nonautomotive retail sales
appear stronger than in recent months but are
below a year ago when adjusted for inflation.

Residential mortgage credit became appreciably
more difficult to obtain, even at higher interest
rates, during March and April. The value of resi-
dential construction contracts in March declined
after February's unexpectedly strong performance.
However, a jump in the value of nonresidential con-
tracts propelled total contracts value above the
February level.

Farm commodity prices dropped abruptly in
March, reflecting sharp declines for a number of
commodities. The most outstanding price declines
were registered by hogs and eggs in livestock and
by vegetables, grapefruit, and tobacco in crops.
Preliminary April data show that prices continued
to fall for most livestock, with hogs and eggs again
leading the way, as growing supplies met weaken-
ing consumer demand. Most crops were progressing
normally in April, but the peach crop appeared to
be headed for the worst yields on record. Farm cash
receipts remained strong in February, not yet show-
ing the effects of weakening prices.

Bank loans continued to increase in March, al-
though at about half the robust pace set a year ago.
Deposits recovered rapidly from February's dip;
time deposit growth at country banks was especially
strong. Borrowing from the Federal Reserve and
Federal funds borrowing increased. Total investment
holdings also increased moderately, as large banks
resumed purchasing U. S. Government securities
after liquidating such issues for several months.
Effective April 29, the Federal Reserve Bank of
Atlanta increased the discount rate from 71/2 to
8 percent.
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