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A review of economic developments during 1947 and a consideration of some of the more
important problems which have injected themselves so forcefully into the center of the economic
scene perhaps should be prefaced by a very brief reference to the level of economic activity at the
end of 1946.

In the closing months of that year industrial production and employment in most lines of activity
throughout the nation continued to be maintained at record peacetime levels. Department store sales,
reflecting largely increased prices but also some expansion in the volume of goods, were larger in dollar
amount than could be accounted for by the normal seasonal factors. Consumer expenditures, especially
for nondurable goods, had mounted to record levels, while expenditures on construction projects and
for capital equipment and expansion purposes continued at or near peak levels. Prices of industrial
commodities reflected a substantial advance which was continued during the last months of the year,
while, on the other hand, prices of a number of farm products and foods showed declining tendencies
from peaks reached earlier in the fall.

Yet, despite those evidences of apparent prosperity, an atmosphere of uncertainty pervaded the
business system at the end of 1946, for some important danger signals were becoming clearly evident.
The danger of the development of an unhealthy inventory situation at different levels of distribution
was a source of considerable concern and was beginning to be recognized by business leaders and others.
The effect of price pressures seemed to be more apparent as buyers became more selective in their pur-
chases and as the rate of savings declined and some groups began to draw upon their liquid assets.
Maladjustments in the economic system which had not been corrected during the preceding postwar
months seemed te be bearing more heavily upon the flow of goods and purchasing power, despite the
high level of business activity and incomes. In fact, the vast majority of forecasts and predictions of
things to come pointed toward some degree of depression or recession, generally timed to occur during
the second or third quarter of 1947. It has been stated, perhaps with much truth, that never had an
anticipated change in the course of business activity been so widely advertised and universally expected.

During the first five or six months of 1947, a very mixed business situation developed, providing
some basis for those who held to the belief that a change in the trend of business was imminent
and, at the same time, providing the basis for a small but gradually increasing school of thought
which held a counter view. Perhaps it is not inaccurate to say that during the first five or six months
of the year there occurred a leveling off of the boom which had been gaining strength for so long,
but that a series of new developments, changes in attitudes, and the persistent revival of strong infla-
tionary forces combined to prevent the business curve from breaking downward at that time.
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A very large increase, beginning early in the year, in the nation’s exports of agricultural products,
raw materials, and semi-processed and processed goods imposed additional heavy requirements upon
an already strong domestic demand. Varied effects ensued from this increased export volume. In such
basic industries as steel, coal, and agriculture the effects of the export boom were felt immediately
and directly and were reflected in a further tightening of an already short supply of basic raw mate-
rials and processed goods and numerous important agricultural products. Scarcely less important,
however, the effects quickly permeated from these basic industries to other industries, including
manufacturers of automobiles, electrical equipment, farm equipment, numerous durable goods indus-
tries, and the transportation system, which was sorely hampered by a shortage of freight cars. In fact,
it was not long before the influences of the abnormally large volume of exports were extended to many
other industries, large and small, which are dependent for their raw materials upon the products and
materials of the nation’s basic industries.

These developments in the field of foreign trade, which tended to exert continued upward pres-
sures upon the demand side of the supply-demand equation, gave support to important segments of
the price structure and contributed to the reversal of a softening price trend which at the time
seemed to be in its early stages. Although the nation’s net export balance reached its peak in May and
then declined moderately, partial recovery during the last half of the year, despite fears of dollar
shortages and other limiting factors, resulted in continued strong support for the price structure.
The agricultural price structure also was influenced by a somewhat disappointing corn crop, when
considered in the light of prevailing demand, and as a consequence prices of feed grains, meats, and
dairy products strengthened substantially.

During this period the numerous predictions of some degree of recession were not wholly with-
out desirable effect upon businessmen. Such forecasts seemed to introduce a strong element of caution
in business practices, particularly with respect to inventory accumulation, thus tending to prevent
further aggravation of a situation that had become somewhat unbalanced and, in fact, resulting in
a corrective movement to some extent. Orders and advance commitments tended to decline, while
special efforts were made to move excess inventories to avoid the danger of an unsound accumulation.
This trend appeared particularly at the wholesale and retail levels of distribution, although manufac-
turers also made some progress in obtaining a better balanced inventory situation. Accompanying
this change of attitude on the part of businessmen, a tendency toward more cautious and particularly
selective purchasing developed among consumers during the early months of the year. The combina-
tion of these forces tended to dampen demand somewhat, especially in various soft goods lines. In fact,
for a few months there were scattered areas within the economic system which reflected some degree
of recession, but their over-all effect upon the business situation was not marked enough to bring
about more than a temporary leveling off of total business activity.

As the months passed and buyers observed the resistance in the economic system to price declines
and as they recognized the continuation of underlying inflationary forces, attitudes of consumers and
businessmen seemed to undergo a significant change. Gradually consumers began to come into the
market again and exerted a strengthened demand for a wide variety of goods, while businessmen,
fearing shortages and a revival of price increases, began to restock inventories more actively. More-
over, in other fields of activity, such as construction and capital goods and equipment, a substantial
upturn occurred. Individuals who had postponed purchasing homes and building new homes in
anticipation of a declining market reversed their thinking apparently and came into the market to
take advantage of existing prices rather than run the risk of purchasing or building under an even
more adverse price situation. Business and industry, suffering in many instances from a shortage of
needed equipment or laboring under the difficulties of operating with semi-obsolete or deteriorated
equipment, likewise entered actively into the capital goods market. Governmental bodies began to
undertake more actively various types of public works projects which had been long delayed, and
many industrial organizations and other types of business enterprises placed projected plant expan-
sion plans into effect.
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At times during the year, developments occurred which had the effect of increasing production
costs. The substantial wage increase in the coal industry resulted not only in higher prices for coal
but extended its influence immediately to some of the heavy industries which are large users of that
fuel, leading to price increases for the products of those industries, which, in turn, contributed to
price increases for the products of many other industries dependent, directly or indirectly, on such
basic materials. Again, freight rate increases granted to railroads reacted upon the cost structure of
many industries in a similar manner, adding their force to the pressures for higher prices. These devel-
opments emphasize clearly the interdependence of the different segments of our economic system and
reflect how cost increases in industries at the basis of the system permeate rather quickly upward
through virtually all levels of industrial and business activity.

On the purchasing power side of the picture, a substantial expansion of bank credit, continua-
tion of the growth of consumer credit, scattered instances of wage increases, and the payment of
the Armed Forces Leave Bonds in September provided additional funds which contributed toward
maintaining a very high demand for a relatively short volume of goods and services.

The cumulative effect of these developments, most of which occurred during the first three-
quarters of the year, resulted in bringing about a very high average rate of business activity for the
full year 1947, Virtually all of the major indexes of economic activity rose to peacetime record levels
during the year, while some indexes and business measurements even exceeded the high levels reached
during the war years.

The largest civilian labor force in the nation’s history has been engaged at full employment, yet
a strong demand for labor of most types persists. Income payments to individuals during the latest
period for which figures are available have been running at an annual rate of approximately $200,-
000,000,000. Moreover, despite high taxes and the pressure of inflated prices upon incomes, the pur-
chasing power or real income of most individuals has been favorable in terms of prewar relation-
ships. Expenditures for goods and services as measured by the gross national product, which reflects
the dollar value of all goods and services produced in the nation, reached an all-time peak in the
third quarter of the year at a level on an annual basis approximating $235,000,000,000. A substantial
part of the increase in incomes and in the dollar volume of goods and services consumed reflects the
degree of price inflation which exists in the business system. Nevertheless, the physical volume of
goods produced, as indicated by the Industrial Production Index of the Board of Governors of the
Federal Reserve System, has been running at or near peacetime record levels.

Although the picture of business activity at the year end was one of high prosperity, it is gen-
erally recognized that the business situation in some respects is vulnerable, because there are still
inherent within it numerous factors of instability, strain, and uncertainty. In a sense, a secondary
inflationary boom has been built upon the very high level of business activity that followed the
stabilizing tendencies which were cut off in their incipient stages during the first half of 1947.

Two and a half years have passed since the end of the war without significant progress toward
a state of better balance in the price structure. Full employment of the civilian labor force has been
achieved, but not without strains which presage instability. Perhaps that is a characteristic of an
economy operating on the basis of full employment. It may be that in order to maintain our economic
system at a point of full employment it is necessary to permit expansive forces to take dominance yet,
at the same time, maintain such controls in one way or another as to prevent a “break-through” of
those forces. Recently, the inflationary impact on buying power has become more apparent as the rate
of savings has declined, the use of credit has increased, and many consumers, especially in the lower
and low-middle income groups, have found it necessary to draw upon their past savings in order to
support their standard of living at prevailing prices.
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In brief, by the end of 1947 it had again become very evident that inflationary forces had gained
the ascendancy, and the public, business leaders, government officials, and others were brought face
to face with the serious consequences of a strong inflationary movement. With the recognition of
the seriousness of this situation, there has been much discussion of ways and means of controlling
inflation, The problem of inflation control has become the dominant domestic economic problem
confronting the country’s leaders at this time. Obviously, a problem so complex will induce a variety
of suggested remedies and means of control for its solution. In fact, it is desirable that all possible
means of meeting the situation be argued out to the fullest extent necessary so that a sound solution
on an economic basis may be achieved. In the course of that discussion, however, it is important that
the approach to the problem continually be kept in terms of the basic cause of the existing infla-
tionary pressures.

During the past several years, principally as a result of war financing, a tremendous fund of
purchasing power was accumulated which, with additional amounts of private credit created during
the postwar period, largely remains in the economic system in the form of bank deposits, currency,
and other liquid assets. It is this swollen fund of money and money equivalent which has provided
the basic cause of the existing inflationary pressures. The total volume of effective purchasing power,
which represents in large measure the effective demand for goods and services, has been substantially
greater than could be absorbed by the available supply of goods and services flowing from the nation’s
productive machine. Notwithstanding the remarkable ease and speed with which the nation con-
verted its productive system from production for war purposes to civilian production, the supply
of goods and services continued to be inadequate to meet the demand reflected by an abnormally
large and, in fact, increasing volume of purchasing power. As long as the volume of money or its
equivalent in the hands of consumers, businessmen, and others is large relative to the supply of goods
and services which that purchasing power can demand, strong upward price pressures will persist.
In fact, it is generally recognized that the basic cause of an inflationary development is an excessive
increase in the stream of money or its equivalent. This would suggest that the approach to the cur-
rent problem of inflation should be through those avenues which offer promise of preventing a
further increase in purchasing power; which encourage saving to check to some extent the utiliza-
tion of existing purchasing power as a factor of demand for goods and services; and which increase
the productive output of our economic system.

Of course, inflation characteristically feeds upon itself, as witness the effects of the so-called
wage-price spiral and the question as to whether wage increases are an effect of inflation or a cause
of inflation. The same question has been raised with regard to the expansion of bank credit—is expand-
ing bank credit an effect of inflation or a cause of inflation? Discussion of these problems sometimes
. may take on the character of the “chicken-or-the-egg” argument. It may be admitted that wage
increases or, perhaps, an expanding volume of bank credit are, in the first instance, an effect and out-
come of an inflated situation, but it is also true that the use of the increased wage or the additional
bank credit may stimulate further price increases and thus become also a cause of additional inflation.

Obviously, during a period of high prices it requires more purchasing power in the hands of
individuals and businesses to transact their essential business operations, but it is also true that during
such periods when the supply of goods and services is relatively tight additions to purchasing power
may tend to have the effect of stimulating competitive bidding for a scarce supply of materials or
services without bringing about a compensating increase in the volume of production.

It is frequently stated, and correctly so, that the current inflationary situation would be relieved
by an increase in the production of goods and services. That is not to be denied, but it is questionable
whether a significant increase in the volume of goods and services can be produced in the short run.
On the one hand, the nation’s labor force is fully employed, its productive plant and equipment is
operating at a high level of capacity, and the supply of raw materials and essential basic products is
restricted when measured in terms of effective demand. On the other hand, however, it is generally
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recognized that productivity of labor, capital, and management has not reached maximum levels of
efficiency and, furthermore, it is probable that the short work week, under conditions such as now
prevail, tends to contribute to a relatively high cost structure. Under such circumstances, changes in
the efficiency of production occur slowly; moreover, it is improbable that production costs will be
lowered significantly, at least as long as the inflationary pressures prevail. Therefore, although one
of our primary objectives should be to improve the productivity of our industrial system and to
increase our production of goods and services, in the meantime it is necessary to prevent further
aggravation of the situation by holding in check unwarranted increases in purchasing power and by
restraining demand to such an extent as to bring the supply-demand equation into better balance.
An improvement in productive processes surely will occur, but it will develop with comparative
slowness. While it is developing, checks and restraints should be maintained to restrict practices and
developments which tend to increase purchasing power either of individuals or of businesses.

Among the most important developments during 1947 of an anti-inflationary character were
a continuation of the policy of Government debt retirement and the change in policy regarding
Treasury bills, which gradually extended its influence to the rates on Treasury certificates of indebt-
edness and ultimately to the market yields on Government bonds and to private credit rates.

Substantial debt retirement during the first half of the year out of accumulated Treasury deposits
and then later out of budgetary surpluses provided the most effective single means of reducing pur-
chasing power, as Government securities held by the commercial banks and the Federal Reserve banks
were retired in large volume with funds obtained from individuals and businesses. In addition, these
fiscal and credit policies combined to exert moderate pressure upon the reserves of the banking system
and probably, despite the increase in commercial bank credit, exerted some restraining influence
during the late part of the year by introducing an element of uncertainty into the credit situation.

Elimination of the posted % percent rate on Treasury bills in July was followed by successive
weekly increases in the average accepted rate for new offerings of bills, with the rate rising steadily
to approximately .95 percent by mid-December. During the same period the rate on Treasury cer-
tificates of indebtedness was increased by a series of steps from 75 percent to 1% percent for the
current January 1 issue. This firming of short-term rates on Government securities extended its
influence to the field of private credit rates, with commercial banks in the large financial centers
rather promptly adjusting their short-term rates to bring them in line with the rates on these two
types of short-term Government securities. In general, although the effect of these policies of money
management has been, as was expected, moderate and orderly in its development, there has been a
tendency toward slightly higher rates of interest.

In view of the general acceptance of the policy of debt retirement out of budgetary surpluses
during periods of high and profitable business activity, it is probable that this practice will continue
to be one of the principal anti-inflationary forces as long as a high level of business provides tax
incomes to the Federal Government substantially in excess of its necessary expenditures. Acceptance
of such a policy is especially important during periods of inflation.

A review of developments in the Southwest during the past year reveals that the forces which
conspired to bring about a high level of business activity in the country as a whole extended their
influences very generously into this area. Agricultural production and the production of petroleum
and petroleum products, which together are the source of approximately 40 percent of the district’s
income, enjoyed very favorable conditions throughout the year. Industrial activity reached new
peacetime peaks, while retail sales also were rising to record levels.

Probably outstanding developments in agriculture in this district during 1947 were the record
winter wheat crop harvested and the large cotton crop which, although substantially short of record
production, exceeded production in 1946 by more than two million bales and approximated the 1936-
1945 average for the five states which lie wholly or in part in the Eleventh Federal Reserve District.
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Rice and citrus crops also set new production records, while, on the other hand, the production of
feed grains was substantially lower than in 1946. Cattle, calves, and hogs were marketed in much
larger volume during 1947 than during the preceding year, while the movement of sheep was some-
what smaller. As a result of the very large volume of agricultural production of the states in this

district and the favorable price situation which prevailed during the marketing seasons, cash farm
income in the five southwestern states rose to an all-time high of more than §3,000,000,000, a total
some 25 percent above the figure for 1946.

The large domestic and foreign demand for petroleum and its products stimulated the produc-
tion of crude oil in this district to the highest level of record, a point about 75 percent above the
1939 rate. Refining operations at the war-enlarged refineries of the district were carried on through-
out the year virtually at capacity. Expansion programs were pushed in the oil industry to increase
production of crude oil and to enlarge refining and transportation facilities. Also, developmental
drilling approached record levels, while exploratory drilling rose to new peaks. Average crude oil
prices rose substantially during 1947, increasing from an average price of $1.42 per barrel in 1946
to $2.11 per barrel in October 1947, and then late in the year to approximately $2.60 per. barrel.
As in the case of agricultural production, the abnormally large volume of petroleum and petroleum
products, produced and moved at high prevailing prices, resulted in a very substantial increase in that
industry’s contribution to the income of this district.

Other industrial progress in the district during 1947 was reflected in the construction industry,
with awards totaling about $650,000,000 and substantially exceeding the value of awards for any
prior year except 1942. The increase in awards was not confined to restricted categories of construc-
tion, although it was accounted for principally by greater awards for public works, utilities, and
institutional building. Probably more commercial buildings and residential units were constructed in
the district than in any previous year. Employment showed very pronounced gains in the apparel, iron
and steel, and food products industries, and in chemical plants, with moderate expansion occurring
in most other categories of manufacturing. Significant gains in employment in transportation, public
utilities, contract construction, and financial and service establishments also contributed to bring the
level of nonagricultural employment 10 percent above that of 1946 and 20 percent above 1939.

Further reflecting the increased business activity in the district stimulated so greatly by the favor-
able agricultural and industrial situation, department store sales showed a cumulated increase of
about 6 percent over 1946, as total retail sales reached record levels. Some of the most significant
sales gains during 1947 over the preceding year were reported by food stores, automobile dealers
and service stations, household appliance stores, and building supply firms.

The high level of activity in all of the important segments of the district’s economy during 1947
is reflected by significant increases in the important banking items. Total assets of the member banks
in the Eleventh Federal Reserve District are estimated to have risen by more than $465,000,000 during
the year as total loans expanded by approximately $220,000,000 and total investments increased some-
what more than $130,000,000. Demand deposits of all member banks in the district increased by more
than $350,000,000, while time deposits rose by about $80,000,000. The increase in deposits and the
expansion of the loan portfolios of the district’s financial institutions clearly reflect the high level of
business activity which was maintained in this district throughout the year.

The capital accounts of the district’s member banks are estimated to have increased by almost
$30,000,000. This increase in member bank capital reflects the favorable earnings position of the banks
and the conservative dividend policies which have been followed; in addition, some new capital has
been obtained through the sale of stock. The net effect of these capital developments has been to
strengthen further the position of the member banks of this district to meet the necessary financial
requirements of business, industry, and agriculture in the area.
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Review of Business, Industrial, Agricultural, and Financial Conditions

DISTRICT SUMMARY

The influence of pre-Christmas shopping was reflected in
sharply increased dollar volume of sales at department, apparel,
furniture, and jewelry stores throughout November and early
December. Credit sales showed a tendency to rise more rapidly
than cash transactions, particularly at furniture stores, where
gains in instalment buying more than offset a substantial de-
cline in the volume of cash sales.

Rains beginning at mid-November and recurring at intervals
during the closing weeks of 1947 brought belated improvement
in range and winter wheat prospects to extensive droughty areas
in the western part of the district and accelerated the growth
of winter pastures and commercial vegetable crops in other sec-
tions. Though interrupted somewhat by the rains, harvesting of
most field crops was completed by early December, and the
gathering of late cotton in the High Plains neared completion
as the month ended. Marketing of vegetables from the Winter
Garden, Coastal Bend, and Valley areas proceeded at near nor-
mal rates, but shipments of the record crop of Texas citrus
fruits lagged considerably as compared with those of a year ago.

The petroleum and construction industries within the dis-
trict, under pressure of unusually heavy demands for their out-
put, faced a winter of near capacity operations. Other major
industries responded to expanding demands for their products
by intensifying their activities during the closing months of
1947 although shortages of iron and steel restricted the output
of some manufacturers,

BUSINESS

Stimulated by an early rush of pre-Christmas shopping, dol-
lar volume of sales in department stores of this district moved
up sharply during November, registering gains of 12 percent
over the same month in 1946 and of 14 percent over October.
The year-to-year gain was the greatest since January 1947, and
the increase from the previous month was the third largest
for the year, exceeded only in March and September. With the
exception of one locality, reporting stores in all sections of the
district shared in the total increase, the highest gains being
achieved in Houston and Shreveport. Among the stores show-
ing the breakdown of sales between cash and credit, cash sales
constituted 37 percent of total sales, compared with 36 per-
cent in the previous month and 43 percent in November 1946.
The cumulated increase in sales from January through Novem-
ber over the same months of 1946 rose to a little more than five
percent. Reported sales during the first two weeks of December
indicated a slight slowing down from the November level in
the rate of gain over corresponding weeks a year ago.

Among retail furniture stores of the district total sales in
November exceeded those of the corresponding month in 1946
by 16 percent and those of the previous month by 12 percent.
Cash sales, however, were down 18 percent and two percent,
respectively, from the comparable earlier periods, while instal-
ment sales showed more than compensating increases of 23 per-
cent and 15 percent. Credit sales constituted 84 percent of
total sales in November, compared with 78 percent a year ago
and 82 percent in the previous month.

At department stores the ratio of November collections to
receivables was 53 percent on charge accounts and 30 percent
on instalments, compared with 59 percent and 33 percent, re-
spectively, in November 1946, preceding the first easing of the
credit restrictions of Regulation W. Among reporting furni-
ture stores receivables increased 41 percent over November a

year ago, while collections rose negligibly. Compared with Oc-
tober, receivables were up nine percent and collections were
off three percent.

WHOLESALE AND RETAIL TRADE STATISTICS

t hange in
Number Net sales Stocks f———
of November 1947 from _ Jan. 1 to  November 1947 from
Retail trade: reporting November October Nov. 30, 1047 November October
Department stores: firms 1946 1047 from 1046 1946 1947
Total 11th Dist..... 48 12 14 5 8 5
Dallas............ 7 5 9 i - § 3
Corpus Christi 4 -2 10 3 8 6
Fort Worth 4 7 6 21 6
Houston. 7 28 26 9 25 4
Ban Antoni 5 9 16 4 2 8
Bhreveport : 3 20 4 8 . v
er cities........ 18 10 12 13 12 4
Retail furniture:
Total 11th Dist..... 44 16 12 A 11 2
Dallas. . ..... ; 7 4 11 22 a =3 | 7
Houston..... 3 44 [ e i
Port Arthur. ...... 3 36 11 -
Antonio....... 4 11 21 3
Wholesale trade”:
Machinery eqp't &
supplies......... 3 26 33 s -
Automotive supplies 5 —6 -7 42 7
117 YR 5 1 —14 -4 — 4
QGroceries. ......... 27 -1 —13 14 17 4
Hardware. ........ 9 16 — 6 18 32 2
Tobaceo & products. 7 —14 —17 e 10 6

*Compiled by United States Bureau of Census. (Wholesale trade figures preliminary.)
{Stocks at end of month. {Change less than one-half of one per cent.

INDEXES OF DEPARTMENT STORE SALES AND STOCES
Da.ily_.l,vteer;_ge sales—(1035-1939=100)

Unadjus djusted:
Nov. October Bept. Nov. Nov. October  Sept. Nov.
1047 1047 1947 1946 1047 1047 1047 1946
Distriet. . ... 507 396 387 435r 415 360 368 357r
Dallas. ..... 467 382 389 427r 386 347 351 353r
Houston..... 595 419 386 446r 491 381 361 368r
Stocks—(1935-1039=100)
Unadjusted® Adjusted
Nov. October Sept. Nov. Nov. October Sept. Nov.
1047 1847 1047 1646 1047 1047 1047 1948
District. .... 382 346r 319 324 357 306 285 303
*Unadjusted for seasonal variation, r-Revised.

Reflecting the rapid turnover of holiday and staple merchan-
dise, as well as a somewhat restrained inventory policy on the
part of many retailers, merchandise stocks at the end of Novem-
ber in both department and furniture stores showed increases
over the corresponding month in 1946 of about 10 percent,
most of which probably could be accounted for by price in-
creases during the year. Percentages of increase in inventories
over the preceding month were still smaller—five percent for
department stores and almost negligible at furniture stores.
Orders outstanding at department stores totaled slightly less
than at the same time a year ago but were up seven percent
from October.

AGRICULTURE

The weather that prevailed throughout the Eleventh Federal
Reserve District during November and the first part of De-
cember was, with certain exceptions, generally favorable for
harvesting operations and field work. There was some damage
to vegetables in the commercial garden areas of Texas, due to
low temperatures. Harvesting of vegetables in the south and of
cotton in the northwest parts of the State was interrupted by
occasional rains. Small grain prospects continued to improve,
and fall and winter vegetables made good progress. Feed and
pasture prospects also showed improvement, but ranges and
grains at mid-December were furnishing only limited grazing.
Condition of livestock was considerably below normal for this



8 MONTHLY BUSINESS REVIEW

season of the year. With few exceptions, farm commodity prices
continued to rise during November and early December. The
December 1 estimates of the year’s cotton production for both
the United States and the states of the Eleventh Federal Reserve
District, with the exception of Louisiana, were above the es-
timates of a month earlier. Cotton production in the five states
in 1947 was about 84 percent above that of 1946 and slightly
above average.

The December 1 cotton report of the United States Depart-
ment of Agriculture estimated the United States crop for 1947
at 11,694,000 bales, or 189,000 bales above the November 1
forecast. Increases in expected production in California and
Texas accounted for most of the upturn, This latest estimate of
the 1947 crop is more than three million bales larger than the
small production of 1946, but about 700 thousand bales below
the 10-year (1936-45) average. The 1947 yield in the United
States, estimated at 265.4 pounds per acre, is about 13 percent
above that of 1946 and about six percent above average. The
Bureau of the Census reports that 10,056,347 bales of the 1947
crop were ginned prior to December 1, representing 86 percent
of the estimated total crop, compared with 85 percent of the
crop ginned by the same date in 1946. No estimate of cotton-
seed production will be made until final ginnings for the season
are released. However, if the ratio of lint to cottonseed is the
same in 1947 as the average for the preceding five years, pro-
duction would be about 4,744,000 tons, compared with 3,513,
000 tons in 1946 and the 10-year average of 5,143,000 tons.

The estimate of the Texas cotton crop for 1947 was revised
upward 110,000 bales on December 1 to 3,360,000 bales. This
estimate, which is approximately double the 1946 crop, indi-
cates the greatest production for any year since 1937. Yield
per acre in 1947, now estimated at 195 pounds, is 27 pounds
above the 1936-45 average and only two pounds below the
yield harvested in 1937. Cotton acreage in cultivation on July
1 was estimated at 8,365,000 acres, compared with 6,283,000
acres in 1946. Abandonment of acreage in 1947 was 1.1 per
cent, or about normal. Practically all of the increase over the in-
dicated production of a month ago occurred in the High Plains,
where generally better yields were being harvested than were ex-
pected earlier. A record crop was produced in the South High
Plains, due to a combination of record acreage and good yields.
Production estimates for other areas of the State on December
1 were not greatly different from earlier forecasts, An un-
usually dry growing season, resulting in relatively light insect
damage in all areas, and excellent carly supplies of moisture

TEXAS—COTTON PRODUCTION BY CROP REPORTING DISTRICTS
(Thousands of 500-pound gross weight bales)

December 1, 1047 10-year average
forecast 1046 1036-1045
1-N. North High Plains............... 90 35 55
1-8." South High Plains.......... et 940 108 462
2. Permian Plains..... 450 270 539
3. North Central.......... S, 15 14 61
4. Northern Texas Prairies 815 482 818
5. East Texas..... 176 96
6. Trans-Pecos.... 125 99 74
7. Edwards Plateau. . ... 30 15 52
8. Southern Texas Prairies. . 310 185 327
9. Coastal Prairies......... 9= 125 48 133
10. South Texas............ Lo 285 229 129
PRl e L e wra e bk wiarn 3,360 1,669 3,021

SOURCE: United States Department of Agriculture, Bureau of Agricultural Economies.

were important factors contributing to the large cotton produc-
tion in the State in 1947. Ginnings of cotton in Texas prior to
December 1 totaled 2,823,000 bales, or 84 percent of the esti-
mated 1947 crop, compared with 1,495,000 bales, or 90 per-
cent of the crop, ginned during the same period in 1946. The
1947 cotton crop in Louisiana was estimated on December 1
at 505,000 bales, which is below average but more than double

the 1946 crop. The Oklahoma crop, placed at 325,000 bales,
likewise is below average but about 24 percent larger than the
previous crop. The New Mexico and Arizona cotton crops, es-
timated at 160,000 and 220,000 bales, respectively, are the
largest in these states since 1937.

During the latter half of November and the first part of De-
cember, conditions in most of the commercial truck areas were
generally favorable for the harvesting of fall crops and the
growth of fall and winter vegetables. General rains interrupted
harvest of beans, peppers, and tomatoes, but the improved mois-
ture conditions and mild temperatures were very beneficial to
winter vegetables, especially in those sections where tender crops
had been damaged by cold early in November. Because of
drought conditions during the planting season, growing crops
in the nonirrigated Coastal Bend and Raymondville districts at
the beginning of December were limited in acreage and variety.
Field work was resumed after the mid-November rains, but it
was doubtful that a very large crop of winter vegetables would
be planted in these districts.

Citrus trees are in excellent condition, and beneficial rains
and more favorable temperatures since mid-November have
hastened maturity and improved the quality of the fruit. Pro-
duction of grapefruit in Texas was estimated on December 1
at 24,000,000 boxes, or equal to the record crop produced in
1945. A new record orange crop of 5,800,000 boxes was fore-
cast for the State. The United States grapefruit crop was es-
timated at 62,270,000 boxes, and the orange crop at 108,260,-
000 boxes. Harvesting and marketing of citrus in Texas, how-
ever, continue to lag behind last season, due to lateness of the
crop and unfavorable prices. Shipments of Texas grapefruit
prior to December 15 fell 32 percent below those for the same
period in 1946, while orange shipments were down 41 percent.
Prices received by farmers for citrus in November 1947 aver-
aged about 20 percent below those of the same month of the
preceding year, and spot market quotations indicate that fur-
ther declines in prices occurred during the first half of Decem-
ber,

Rains fell over the range and pasture areas of the district dur-
ing November and December, ending the drought that had pre-
vailed since midsummer in the western part of the district. The
rains came too late, however, to improve range conditions ma-
terially in the former droughty areas. The condition of ranges
in Texas on December 1 was slightly above that of a month
earlier, but was about nine percent below normal for the sea-
son of year. Cattle and sheep continued to lose flesh during No-
vember despite heavy supplemental feeding, and on December
1, the condition of cattle was five percent below average and
that of sheep eight percent below average for that date.

The cattle feeding situation on the first of December sup-
ported earlier indications of a reduction in the number of cattle
to be fed for market this winter. During November the move-
ment of feeder cattle into several important cattle feeding
states of the Corn Belt was much smaller than in November
1946. The drought-breaking rains in the wheat-pasture area
of central and western Kansas, Oklahoma, and the Texas Pan-
handle are not expected to cause any large increase in the num-
bers of cattle and sheep moving into those areas for grazing,
since the wheat sprouted from this moisture will generally have
too little growth to sustain much winter grazing. However,
prospects for spring grazing in these areas have been improved.
It was estimated by the Burcau of Agricultural Economics that
the number of lambs on feed in the United States will be the
lowest since 1929, due to heavy slaughter and to shortages of
grain pastures. Lamb feeding on wheat pastures in western
Oklahoma and the Texas Panhandle remains negligible.
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Total receipts of livestock at the Fort Worth and San An-
tonio markets during November were 16 percent below those
of October, This was more than a seasonal decline, resulting
largely from a sharp reduction in marketing of livestock after
the rains that fell at midmonth. Due partly to the same cause
and partly to the fact that marketings were unusually heavy in
November 1946 after discontinuance of price controls, receipts
for the month were eight per cent less than for the same month
of the previous year.

LIVESTOCK RECEIPTS—(Number)

Fort Worth: San Antonio
Nov. October  Nov, Nov. October
1046 1047 1047 1046 1047
85,601 100,169 41,934 44,865 52,201
78,054 68,257 35,601 34,913 40,549
85,862 40,347 7,184 7,307 6,115
78,172 135918 32,256 36,852 51,801
COMPARATIVE TOP LIVESTOCK PRICES
(Dollars per hundred weight)
Fort Worth San Antonio ————
Nov. Nov. Octoher Nov. Nov. October
1047 1946 1047 1047 1946 1947
Beef steers. .............. $31. $25.00 $27.00 25.00 $20.00  $24.50
8 ! WS ot rua v 22.00 17.00 RO | centee N iR B e
Heifers and yearlings. . ... 26.00 25.50 27.00 25.00 18.00 24.25
Buteher cows. ........... 18.25 16.00 17.50 17.00 15.00 7.00
24.00 17.00 22.50 22.00 16.00 20,50
26.50 26.00 20.75 26.75 25.00 28 50
23.60 22.00 22.50 21.00 10.50 20.00

The November 15 price report of the United States Depart-
ment of Agriculture showed that prices received by Texas
farmers for most products had undergone varied changes since
mid-October. Sharp declines were registered in prices of hogs,
cattle, sweet potatoes, and citrus, but there were further in-
creases in the price of grains, hay, cotton, peanuts, sheep and
lambs, turkeys, eggs, and dairy products. The average price of
rice reached $3.00 per bushel, the highest since 1919. Qats set
a new record at $1.12 per bushel, and wheat prices, averaging
$2.70 per bushel, were only one cent under the record set in
May 1917. Cotton prices rose a fraction of a cent per pound,
averaging 30.6 cents for the month ending November 15, com-
pared with the United States parity price of 30.01 cents per
pound.

Reports from spot commodity markets indicate that from
November 15 to mid-December the prices of all grains rose, ex-
cept wheat, which remained steady. Cotton prices rose substan-
tially during the period, while prices received for livestock made
moderate to sharp gains.

FINANCE

Changes in principal banking items of the weekly reporting
member banks in the Eleventh District during the four weeks
ended December 10 included 2 slowing down in the rate of loan
expansion and actual declines in total deposits and total invest-
ments.

Total loans of the weekly reporting member banks in this
district rose to $1,009,312,000, but it is notable that the in-
crease during this latest four-week period was only $35,479,-
000, as compared with $79,066,000 for the preceding five-week
period which ended November 12. An increase of $33,302,000
in commercial, industrial, and agricultural loans indicated a
continued need for banking funds to finance seasonally heavy
inventories and the distribution of an unusually large volume
of agricultural products moving to market. It is significant,
however, that the expansion in this category of loans was sub-
stantially less than in the preceding five-week period. In fact,
the decline in the rate of total loan expansion was accounted for

very largely by the fact that commercial, industrial, and agri-
cultural loans during the latest four-week period increased by
$33,302,000, as contrasted with an increase of $70,402,000 in
the preceding five-week period.

Loans in the “all other” category increased $6,671,000,
marking the fourth consecutive advance in this type of loans
and reflecting at least in part a continued rise in the amount of
consumer credit outstanding. Real-estate loans during the four
weeks ended December 10 recorded an increase of $1,370,000,
in contrast to the slight decrease of $756,000 which occurred
during the preceding five-week period. This latest development
with respect to real-estate loans reflects a resumption of the
upward trend which has prevailed during most of the year.
In contrast with the expansion of the different types of loans
mentioned above, security loans of the weekly reporting mem-
ber banks experienced a rather substantial decline of $5,896,-
000, 2 movement which was counter to the trend of the past
few months.

On December 10, total investments of the weekly reporting
member banks were $1,297,769,000, or $2,765,000 less than
on November 12. Principal changes in the Government security
holdings of these banks included a decline in holdings of Treas-
ury certificates and Government bonds amounting to $18,777,-
000 and $4,680,000, respectively, during this latest four-week
period, while their investments in Treasury notes and Treasury
bills increased by $17,020,000 and $4,331,000, respectively.
The increase in holdings of Treasury bills reflected a continua-
tion of the trend which began about two months ago and may
indicate greater receptiveness to these issues by the member
banks as a result of the gradually but steadily rising short-term
rate. Holding of all other stocks and bonds, after rising steadily
for the past few months, experienced a decline of $659,000, thus
further contributing to the over-all decline in the investment
portfolios of the weekly reporting member banks,

For several months total deposits of the weekly reporting
member banks have reflected significant increases, but during
this latest four-week period ended December 10 a decline of
$29,853,000 was reported in this item, bringing the total to
$2,948,281,000. Demand deposits, on the other hand, increased
$24,260,000, while time deposits, which reflected a decrease
of $2,778,000 for the five-week period ended November 12,
also experienced a slight increase amounting to $1,043,000 dur-
ing the four weeks ended December 10. These gains in demand
and time deposits, however, were much more than offset by
decreases of $47,245,000 in interbank deposits and of $7,911,-
000 in Government deposits, which accounted for the decline in
total deposits referred to at the beginning of this paragraph.

CONDITION STATISTICS OF WEEKLY REPORTING MEMBER BANKS
IN LEADING CITIES—Eleventh Federal Reserve District

(Thousands of dollars)
Dee. 10, Dee, 11, Nov. 12,
1947 1946 1947

Total loans and investments...........cooievninins $2,307,081 §2,108,805  §2,274,367
G v e 1,000,3 839,981 673,833
Commercial, industrial, and agricultural loans. ... 707,348 541,018 674,046
Loans to brokers and dealers in sourities......... 6,8 41 355
Other loans for purchasing or carrying securities. . 67,172 06,038 72,600
L B B T U A S b R TR S 76,156 57,619 74,786
Loans to banks.......... 103 1,117 161
All other loans. . ........ 151,556 132,774 144,885
Total investments. .. .. 1,297,769 1,358,824 1,300,534

U. 8. Treasury bills 40,8 48,468 36
U. 8. Treasury eertificates 172,458 282,995 191,235
U. 8. Treasury notes... .. 127,286 178,283 110,266
U. 8. Government bonds ( 845,680 768,287 850,360
Other securities. . ........ PR 111,461 80,791 112,120
Reserves with Federal Reserve Ban 507,180 459,602 409,820
Balances with domestic banks. ............. 267,184 267,72 325,135
Demand deposits—adjusted®. .. ... ....... 1,875,223 1,721,670 1,850,963
Time deposits 376,449 359,838 375,406
United States Government deposits......... 20,144 104,320 28,065
Interbank deposits. ..........ooeernransas 4 676,465 615,005 723,710
Borrowings from Federal Reserve Bank............. 12,500 1,500 1,500

*Includes all demand deposits other than interbank andUnited States Government, less
cash items reported as on hand or in process of collection.
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GROSS DEMAND AND TIME DEPOSITS OF MEMBER BANEKS

Eleventh Federal Reserve District
(Average of daily figures in thousands of dollars)

Combined total Reserve city banks Country banks
Gross - Gross Gross
demand  Time  demand Time demand  Time
November 1945 $4,824,008 $444,663 §2,441,044 $284,172 $2,382,064 $160,401

November 1046 4,864,407 503,710 2,341,164 319,618 2,523,243 184,01

July 1047 4,768,677 542,083 2,288,215 330,500 2,470,462 202,403
August 1047 4845031 540,172 2,324,633 338,401 2,520,398 201,771
September 1947 4,925,0 540,611 2,360,755 337,863 2,564,254 202,648
October  1947.. 5,100,691 541,504 2,437,202 337,107 2,663,200 204,307
November 1047, ,........ 5,286,063 543,685 2,524,800 337,324 2,761,173 206,361

SAVINGS DEPOSITS

Reporting Banks—FEleventh Federal Reserve District

November 30, 1047 Percentage change in

savings deposits from

Number ~ Number of Amount of

reporting savings savings Nov. 30 October 31
banks depositors deposits 1946 1947
Beaumont. . ...v.ociuiiias 3 12,022 § 6,615,495 —12 7 — 0.4
Dallas s 8 137,467 78,489,197 0.6
El Paso. .. 2 34,686 23,774 078 1.2 0.7
Fort Worth, . 3 42,156 34,891.780 3.0 0.8
Galveston, 4 23,141 22,024,020 6.9 — 0.4
Houston. .. 8 105,482 69,843,012 — 1.1 — 0.3
Lubboek . . 2 1,256 1,879,787 —12.7 0.4
Port Arthur. . 2 6,152 5,041,436 — 5.1 — 0.3
San Antonio., ., b 39,301 47,248,035 4.5 0.1
Shreveport, La.. 3 32,827 26,009,227 — 2.1 - 0.9
ORAB0L L ias o va . 3 0,802 9,847,001 5.4 0.3
Wtehltn Falls WA 3 6,924 4,702,335 0.4 0.3
All other. ...... ave 56 63,968 54,726,615 4.3 0.3
Totalsoucnuse 102 515,364  $384,602,026 2.0 0.1

Bank debits for the month of November as reported by 24
cities in the district showed a net decline of 5 percent, reflecting
numerous decreases and a few spotted gains. Lubbock, Texas,
reported a 12 percent increase, while 2 percent gains occurred
at Beaumont, Texas, and Roswell, New Mexico. Other cities
reporting showed losses ranging from 1 and 2 percent, respect-
ively, for Monroe and Shreveport, Louisiana, to as much as 10
and 26 percent, respectively, at Abilene and Corsicana, Texas.
The annual rate of deposit turnover for the banks in the 24
reporting cities declined from 13.1 to 12.2 for the month of
November,

Federal Reserve notes of the Dallas Bank in actual circula-
tion showed minor fluctuations and a slight downward trend
during the last half of November, The net decline during that
period, however, was largely erased by an end-of-the-month
upturn and a further, though irregular, expansion during the
first half of December. Circulation reached a high for the
four-week period of $629,474,000 on December 4. That total,
however, was $2,165,000 below the all-time peak established
on November 13. On December 15, note circulation of this
bank stoed at $627,735,000, or slightly less than the $628,078,-
000 outstanding on November 15.

Borrowings from the Federal Reserve Bank of Dallas
amounted to $12,500,000 on December 10. This represented a
substantial increase over the amount outstanding on November
12 and was accounted for by a considerable amount of redis-
counting during the first 10 days of December.

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS

(Thousands of dollars)
Dee. 15, Deec. 15, Nov. 15,
1947 1946 1947

Total gold certificate reserye. .......ovvvvenrunnens $515,079 $508,568 $530,611
Discounts for member banks. .........cocvvviiinnn. | 3,100 2,700
Poraien - 10808 O EOM ¢ vs cvimsiinsiainnsnsssnnsisses 1,313 4,650 1,247
U, B, Government Se0UrIties. . v\ voveravaneninsnanae 975,344 928,847 1,009,521
Total earning 888eb8. . . oo v v vvvisvensnneeren 987,857 936,597 1,013,468
Member banks reserve deposits. ............. £30,801 787,699 241,167
Federal Rescrve Notes in actual circulation 627,735 609,117 628,078

BANK DEBITS, END-OF-MONTH DEPOSITS, AND ANNUAL RATE OF TURNOVER
OF DEPOSITS

(Dollar figures in thousands)

Debits
Petg. change over

Annual rate of turnover

ov. ov, Octoper End-of-month Nov. Nov. October
City 1047 1946 1947 deposits* 1047 1046 1047
i 9 —10 § 83,879 7.7 7.6 8.6
20 —1 41,446 10.4 9.4 10.8
17 -2 151,316 9.7 25 101
9 2 19,579 9.1 7.9 9.4
20 —10 40,121  10.0 84 113
30 -7 85,636 12.1 10.8 13.3
22 —4 100,666  11.3 9.8 11.8
27 2 06,662  10.7 9.4 109
20 —8 74,657 11.8 103 12.8
5 —26 20,360 6.0 6.1 8.4
20 =7 6,220 15.8 13.9 17.3
0 —4 111,330 12.6 11.5 13.4
14 —9 278,708 13.1 11.56 14.4
i1 —4 ,887 8.0 7.9 8.4
21 —b 818323 13.3 11.8 14.3
3 —2 1,040 8.9 8.8 0.2
74 12 65442 18.6 10.7 15.7
4 -7 38,766 9.5 8.3 10.1
19 —19 39,706 8.9 7.6 0.8
4 —9 318,191 8.4 7.8 0.1
B —4 22,556 8.4 7.3 9.0
11 —4 48,372 B.9 8.8 0.2
Waco 11 -5 67,076 9.1 8.6 9.8
Wu:hxh Falls. . i 11 —4 76,674 1.2 b 8.0
Total—24 cities...... $3447876 19 —35 $3,417,513 12.2 10.8 13.1

*Demand and time deposits at the end of the month include certified and officers’ ehecks
outatanding but exclude deposits to the credit of banks.
{This fij includes only one bank in Texarakana, Texas. Total debits for all banks in
gl%xagrzgm. ‘exas-Arkansas, including two banks located in the Eighth District amounted to
"

MEMBER BANK RESERVES AND RELATED FACTORS
Eleventh Federal Reserve District

(Millions of dollars)
Changes in weeks ended Cumulative changes
4 weeks
ended Jan. 1to
Dec. 10, Dec.3; Nov.26, Nov.19, Deec. 10, Dec. 10,
Fedeml Reserve Credit— 1947 1047 1947 1947 1047 1047
.................. 5.3 9.0 —I16.8 26.8 243 — b.5
Interdlst-rmt commercial &
financial transactions.. 6.2 -—130 —B865 —17.2 —32.5 —400.9
Treasury operations. . .... 5.0 3.0 15.8 — 5.2 18.3 481.8
Currenoy transactions..... ...... — 4.9 7.2 4.1 6.4, — 8.9
Other deposits at the -
Federal Reserve Bank. ., 0.2 ~08 ~0F o — 0.9 — 0.0
Other Federal Reserve
Accounts..........vees 0.2 0.7 0.1 0.1 1.1 3.7
Member Bank reserve
balances....uiasviied 16.9 =1 =7 8.6 16.7 69.6

Note: Amounts preceded by a minus sign reduces reserves; all others add to reserves.

Analysis of Changes in Principal Banking Items of Member
Banks—Eleventh Federal Reserve District
and United States

September 30, 1946—OQ0ctober 6, 1947

A recent release of the Board of Governors of the Federal
Reserve System showing the assets and liabilities of all member
banks in the United States on October 6, 1947, and certain se-
lected earlier call dates provides the basis for a comparison of
some of the principal banking items of the member banks in
the Eleventh Federal Reserve District with the member banks
in the United States as a whole.

On the latest call report date, October 6, 1947, total deposits
of all member banks in the United States were $118,484,788,-
000. Of that amount, member banks in the Eleventh Federal
Reserve District held $5,545,820,000, or 4.68 percent. During
the war years, the percentage growth in deposits in the banks of
this district was substantially greater than for the banks of the
nation as a whole. It was felt, however, that after the war that
favorable trend would reverse itself, but so far no such reversal
has become apparent. In fact, the share of the nation’s member
bank deposits held by the member banks of this district con-
tinued to increase during the year between the September 30,
1946, call date and the latest call date on October 6 as the per-
centage of the nation’s member-bank deposits held by Eleventh
District member banks rose from 4.47 percent to the 4.68 per-
cent figure stated above.
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Further evidence of the favorable deposit growth in this dis-
trict is reflected by the fact that during the year between these
call dates Eleventh District member banks experienced an in-
crease in deposits amounting to $196,107,000, or 3.67 per cent,
while deposits of all member banks in the nation showed a de-
cline of $1,185,465,000, or .99 percent. The decline in total de-
posits of all member banks reflected the net effect of the re-
strictive influence upon deposits resulting from the Treasury’s
debt retirement program and reduction of Government de-
posits. This reduction was more substantial at the large city
banks and more than offset the increases which occurred in
other deposits of all member banks during the period which was
characterized by rising prices and general business expansion.

Loans of member banks in the Eleventh District as disclosed
by the October call report totaled $1,427,113,000 and repre-
sented 4.64 percent of the loans of all member banks, which
amounted to $30,738,020,000 on that date. In this connection,
it appears that member banks in this district have not expanded
their loans quite as much, relatively speaking, as have the na-
tion’s member banks, because on September 30, 1946, loans of
member banks in this district were 4.90 percent of the nation’s
total, whereas last October they stood at 4.64 percent.

That situation with respect to loans is further revealed in
the fact that the total loan increase of all member banks in the
country amounted to $3,962,847,000, an increase of 24,07 per-
cent during the call year between Seprember 30, 1946, and Oc-
tober 6, 1947, while in this district member banks showed 2 loan
increase of $211,678,000, or 17.42 percent. It is notable that
in the case of member banks both in this district and in the na-
tion as a whole the volume of loans exhibited a sustained upward
trend throughout most of the year. Also, an accelerated rate of
increase was very apparent during July, August, and Septem-
ber of 1947, with loan expansion by all member banks in the
nation during that three-month period proceeding at an annual
rate of $8,328,000,000 and for the member banks in the Elev-
enth District at an annual rate of $430,908,000.

Total investments of all member banks on October 6, 1947,
amounted to $66,590,464,000, reflecting a decline of $8,340,-
475,000, or 11.13 percent, from September 30, 1946. Whereas
total investments of these banks represented 75.15 percent of
combined loans and investments at the end of September 1946,
the proportion declined to 68.42 percent on October 6, 1947.
A similar pattern was followed by the member banks of the
Eleventh District as total investments declined from 68.98
percent of combined loans and investments on September 30,
1946, to 63.90 percent on October 6, 1947,

Reflecting the more liquid cash position of the member
banks in this district as compared with member banks through-
out the nation, Eleventh District member banks held cash and
balances totaling $1,869,592,000, equivalent to 33.70 percent
of total deposits, whereas the cash and balances of all member
banks in the nation, totaling $29,595,257,000, represented
24.97 percent of total deposits. In cach case, these percentages
reveal a slight gain in cash and balances from September 30,
1946, when the corresponding figures were 31.46 percent for
member banks in the Eleventh District and 23.20 percent for
all member banks,

On October 6, total capital accounts of the nation’s member
banks were $8,462,983,000, reflecting a deposits-to-capital
ratio of 14.0 to 1, whereas the ratio for member banks in the
Eleventh District on October 6 stood at 17.29 to 1, with total
capital accounts amounting to $320,736,000. Study of com-
parative data discloses a slight net improvement of about equal
degree in the capital ratio for both groups of banks, as the ratio
for all member banks on September 30, 1946, was 14.82 to 1
and for member banks in the Eleventh District, 18.27 to 1.

Dollar increases in total capital accounts between September
30, 1946, and October 6, 1947, reflected a greater percent-
age increase in capital for the member banks of this district
than for the member banks of the nation as a whole, as the
Eleventh District member banks increased their total capital
accounts by $27,923,000, or 9.54 percent, while the nation’s
member banks added $386,217,000, or 4.78 percent, to their
capital accounts.

NEW MEMBER BANK

The First State Bank of Greggton, Greggton, Texas, a
newly organized institution, located in the territory served
by the Head Office of the Federal Reserve Bank of Dallas,
opened for business on December 6, 1947, as a member of
the Federal Reserve System and of the Federal Deposit
Insurance Corporation. This bank puas total capital funds
of $80,000, including capital of $50,000, surplus of $15,-
000, and undivided profits of $15,000. 1£s officers are:
Tom Cook, St., Chairman of the Board; E. O. Watkins,
President; G. A, Holder, Executive Vice President; G. H.
Brawley, Active Vice President; Sam Weldman, Vice
President; D. Mclntosh, Cashier; and M. K. Howard,
Assistant Cashier.

NEW PAR BANK

The Winkler County State Bank, Wink, Texas, a newly
organized nonmember bank located in the territory served
by the El Paso Branch of the Federal Reserve Bank of
Dallas, was added to the Federal Reserve Par List on its
opening date, December 15, 1947. This bank, a member
of the Federal Deposit Insurance Corporation, bas total
capital funds of $60,000, including capital of $40,000,
surplus of $10,000, and unallocated funds of $10,000, Its
officers are: R. A. Lipscomb, President; B. M. Stodgill and
O. O. Whitten, Vice Presidents; and William C. Young,
Casbhier.

INDUSTRY

Major industries 1in the Eleventh Federal Reserve District
intensified activities during the closing months of 1947 in re-
sponse to expanding demands for their products. Manufac-
turers of work clothing and women’s apparel, who had experi-
enced sharp cutbacks in demand in late spring and early sum-
mer, expanded operations markedly, and employment in the
apparel industry at the end of the year was near the all-time
peak. The food processing industry also sustained operations
at unusually high levels as did the lumber-and timber-products
and chemicals industries. Producers of metal products were
unable to expand operations rapidly because of continued short-
ages of iron and steel, but they increased employment gradually,
and during December, appear to have reached higher levels of
operation than at any time since the peak of employment at-
tained during the war. Moreover, demand for oil-field equip-
ment, agricultural machinery, structural iron and steel mate-
rials, building appliances and fixtures, and other metal products
is expected to remain strong for some months at least.

The petroleum industry in the district continues to operate
at levels substantially above those of a year ago and near to peak
capacity, Daily average production of crude oil in the district
during November was slightly below the all-time record estab-
lished during the preceding month, largely as the result of re-
duced output in East Texas, but further reduction is consid-
ered unlikely in view of the growing demand for crude oil and
its products, Exploration and development are proceeding at
near record rates, and refineries in the district are being opet-
ated very close to rated capacity.
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CRUDE OIL PRODUCTION—(Barrels)

November 1947 Increase or decrease in daily

average production from

Total Daily avg.
production production November 1946 October 1947

T L T e e 736,700 24,557 5,627 154
7 I e 4,866,200 162,207 15,167 134

a5 14,611,400 487,047 23,647 — 5,611

4.. 7.622,450 254,081 28,5634 — 5,426

Ao 1,246,750 41,558 4,610 505

| Sy 0,124,550 304,152 — 19,315 —15,651

Other  6... 3,526,400 117,547 12,760 — 753
7b. 1,243,500 41,450 6,270 — 2271

Te. 1,249,750 41,658 12,295 997

8.0 19,300,800 643,660 136,633 — 2,035

! 4,012,050 133,735 11,782 — 2,184

10.. 2,645,200 B8,173 7,330 — 4

Total Texas. 70,194,750 2,339,825 245,150 —33,125
New Mexico. . 3,501,550 119,718 18,761 2,691
North Louisiana. 3,104,600 106,487 14,485 3,376
Total District. 76,880,900 2,566,030 278,396 —27,158
Outside District. . 80,750,639 2,601,688 187,693 32,036
United States 157,731,539 5,257,718 466,089 4,878

SOURCE: Estimated from American Petroleum Institute weekly reports.

The petroleum industry both in the district and in the na-
tion is confronted with extraordinary demands, which continue
to increase rapidly. Demands for the year 1947 in the United
States were 10 percent higher than in 1946, and the Economic
Adyvisory Committee of the Interstate Oil Compact Commission
estimates a further increase of six percent in demand during
1948, Tight supply situations already have developed in New
England, Great Lakes, and Pacific-West areas, where, despite
relatively mild weather during the fall, consumption of heat-
ing oils was unusually large, and adequate stocks were not ac-
cumulated to meet winter demands. Gasoline consumption also
has exceeded normal rates, and stocks of that product have been
partially depleted. In recent weeks, large marketing organiza-
tions are reported to have found it necessary in some areas to
refuse new customers and to institute voluntary allocation of
heating oils and gasoline,

The present shortages of petroleum products in various sec-
tions of the country are largely the resulc of transportation bot-
tlenecks arising from lack of ocean tankers, barges, railroad
tank cars, loading facilities, and pipe-line carrying capacity.
Apart from these hindrances to distribution of current sup-
plies, domestic demand is pressing strongly against present
producing ability and refining capacity. Since midsummer

PETROLEUM DEMAND AND SUPPLY FORECASTS—UNITED STATES
(Thousands of barrels daily)

Estimated Fourth 1048
Actual ——— quarter  lst 2ud 3rd 4th
1046 1047 1948 1947 quarter quarter quarter quarter

EaOBne. ooty 2,138 2,204 2430 2300 2,125 2,550 2,625 2425
Kerosene. ... 268 303 326 375 415 250 220 410
Distillate fuel oil, 746 886 a7 1,026 1,275 790 720 1,125
Residual fuel oil...... 1,333 1,438 1470 1,480 1,595 1400 1370 1,515
T IS 836 048 905 975 885 1,000 1,115 975
Total demand.... 5321 5889 6,195 6,156 6,295 5990 6,050 6,450
Crude production. . 4,749 5,078 538 5300 5300 5350 5450 5,440
Natural gasoline...... 821 3567 385 365 375 380 390 395
Imports...vieniceoise 370 432 475 420 410 450 520 520
Total supply..... 5440 5867 6245 6,085 6,085 6,180 6,360 6,355
Stock change........ 119 —2 —i0 210 190 310 —95

BOURCE: Economics Advisory Committee, Interstate 0il Compact Commission.

neither production of crude oil nor refinery output has been
able to keep pace with the rapid increase in demand for petro-
leum products, despite production of crude oil at maximum
efficient rates in nearly all fields in the Southwest and in other
areas and operation of refineries virtually at capacity, including
obsolete installations which under ordinary circumstances would
be left idle or dismantled.

Expansion programs are being pushed by the petroleum in-
dustry to increase production of crude oil and to enlarge refining
and transportation facilities, but all expansion programs are
retarded by shortages of pipe and other iron and steel products.
Even if steel were plentiful, the projects could not be completed
rapidly enough to alleviate present supply difficulties or to pre-

vent the more acute shortages which are anticipated for mid-
winter and next spring. Morcover, demand for crude oil and its
products may increase more rapidly than the industry’s pro-
ductive capacity can be enlarged.

The tight supply situation has led to intense competition
among refineries, which have bzen operating on profit margins
approximating $1.00 per barrel and have been able to pay price
premiums or to grant concessions to preducers and pipe-line
companies in order to assure themselves adequate supplies of
crude oil. Price premiums have been reflected promptly in posted
prices, and a very marked increase in the price of crude oil has
occurred, with associated, although less pronounced, increases
in the prices of petrolecum products. As the accompanying
table indicates, average crude oil prices rose from $1.42 per

WHOLESALE PRICES, CRUDE OIL AND SELECTED COMMODITY GROUPS

Index numbers—1926 =100———mm————
Other Fuel and

Crude All Farm (nonagric.) Build- Light-
oil Crude commo- prod- commo- ing ma- ing ma-
prices*  oil dities  ucts  Foods dities  terials terials
11 TR e U $1.19 63.3 854 883 90.5 85.2 80.0 785
1880 Sh ki s .96 51.1 80.0 78.8 83.7 7.9 85.3 73.5
T, . e n s 1.02 54, 78.6 87.7 7.3 83.0 948 717
12 TR G 1.22 64.9 105.8 128.2 106.2 99.7 117.8 84.0
o) R 1.42 75.5 121.1 1439 130.7 109.5 1326 90.1
November 1946. . 1.64 87.2 139.7 169.8 165.4 120.7 1455 W5
June IM7. . ....... 1.94 103.2 147.6 177.9 .161.8 131.4 1744 1039
September 1947.... 1.94 103.2 157.4 186.4 179.3 138.2 183.3 1141
October 1947...... 2.11 112.2 158.5 189.7 177.8 139.9 I8 & 1159
November 1947%... 2.50f 137.8 159.0 188.4 177.9 142.0 1862 1187
Percent increase:
1940-June 1947 90.1 87.8 162.8 126.9 58.3 B840 449
1940-Nov.1947 153.8 102.3 178.3 149.5 (il 096.4 65.6
1045-Nov. 1947 112.3 50.3 47.0 B7.5 42 .4 58.1 41.3
Nov.1946-Nov. 1947 58.0 13.8 11.0 7.6 17.6 28.0 25.6
*Average price per barrel. {Reflects Nov.-Dee, general price increase. {Estimated.

SOURCE: Bureau of Labor Statistics, except crude oil dollar price and price index computed
from Bureau of Mines, World Oil, and other sources.

barrel in 1946 to $2.11 in QOctober, 1947, an increase of about
47 per cent. On November 28, one large company which had
experienced considerable difficulty in obtaining adequate quan-
tities of crude oil at the posted price increased prices 50 cents
per barrel. Although there was resistance for a time to this in-
crease by several larger companies, the new price schedule is
now in force virtually throughout the industry, raising the av-
erage price of crude oil to approximately $2.60 per barrel, or
about 60 percent higher than a year ago and 160 percent above
the 1939-1940 average price. It will be observed from the table
that, whereas crude oil increased in price only slightly more
rapidly from 1940 to June 1947 than commodities in general
and much less than farm products and foods, the increase in the
price of crude oil during the fall of 1947 was especially rapid,
amounting to about 34 percent. Crude oil prices now are at a
significantly higher level as compared with 1940 than are the
prices of nonagricultural commodities in general, and some-
what higher than the prices of foods.

The rise in crude oil prices has been described by some indus-
try representatives as a stimulant to drilling, discovery, and
production, but other prominent industry spokesmen have
pointed out that price increases cannot induce a significant in-
crease in output of petroleum and its products from existing
facilities since production of crude oil is at maximum efficient
levels and refineries are being operated at very near capacity.
Moreover, it is doubtful whether price increases can greatly ac-
celerate expansion of the petroleum industry’s output during
1948 by stimulating enlargement of facilities, since shortages
of casing, pipe, and other iron and steel products probably will
restrict the magnitude of drilling and expansion programs
which can be undertaken. It is also unlikely that higher prices
for crude oil and finished products will reduce consumption
sufficiently to alleviate the shortage of supply. Domestic and
foreign demands appear strong cnough to clear the market of
larger quantities of products than now are being consumed,
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even at substantially higher prices. It has been proposed, there-
fore, that the larger companies stabilize prices by absorbing
at the refinery level the recent 50-cents-per-barrel increase in
the price of crude oil instead of passing it on to ultimate con-
sumers, where it would be reflected in an increase of one to two
cents per gallon in the price of gasoline and in proportionate in-
creases in the prices of other products. Although some petro-
leum industry representatives have expressed the opinion that
substantial contraction of the margirs would be a healthy de-
velopment in that it would discourage the recurrence of pre-
mium prices on crude oil which have been the underlying cause
of the price advances during the past year, the consensus of the
industry representatives with whom the price situation has
been discussed is that refinery margins soon will be restored by
increasing prices of finished products, and that the price struc-
ture will continue very unstable, with crude oil prices rising
further.

The construction industry also is operating at unusually high
levels in the district. Employment on contract construction in-
creased to a postwar peak in October and apparently maintained
that level in the succeeding month. The unusual acceleration
of construction during the fall of 1947 was accompanied by 2
marked increase in the value of awards, which suggests that
building will be carried on intensively for some time. The
value of construction centract awards in this district increased
markedly in October to a new postwar peak of nearly $71,000,-
000, and preliminary data indicate that awards were near that
high level in November. The increase in awards at the time of
year normally characterized by a decline occurred in both resi-
dential and nonresidential construction. The expansion of non-
residential awards partially reflects removal of federal controls
over commercial and other nonresidential building, which, al-
though effective last July, was not reflected immediately since
time was required to initiate and process plans for new con-
struction. The increase probably also reflects weakening resis-
tance to high construction costs. Contractors report that many
industrial, commercial, and institutional clients who formerly
were determined to await a break in costs have gone ahead with
building programs in recent months, and that a still larger num-
ber are readying plans for early initiation.

VALUE OF CONSTRUCTION CONTRACTS AWARDED

(Thousands of dollars)

November November  October Jan. 1 to Nov. 81

1947p 1946 1847p 1947p 1946
Eleventh District—total.. 64,785 29,747 72,827 627,534 521,053
dential. .......... 27,184 10,759 22,779 229,770 214,866
Kokl . .. ... 37,601 18,988 50,048 397,764 506,187
Uniﬁet.l States*—total.. ... 715,108 503,745 703,286 7,134,605 7,032,444
Residential. . .,........ 200,220 221,113 340,490 2,926,077 2,048,737
Allother........... ... 424,888 282 632 443,706 4,207,628 4,083,707

*37 states east of the Rocky Mountains. p-Preliminary,

SOURCE: F. W, Dodge Corporation.

The pronounced increase in the value of awards for residen-
tial construction in this district from $13,000,000 in Septem-
ber to nearly $23,000,000 in October and to $27,000,000 in
November seems to have been accounted for almost exclusively
by the increase in awards for Title VI projects. Title VI is a
war emergency measure designed originally to support war
housing construction, but extended after the war to induce
construction of rental housing for veterans, Congress having
authorized insurance commitments of $4,200,000,000 during
the period from May 1946 to March 1948. Ticle VI provides
for insurance of loans running up to twenty-five years on
projects of one to four units and up to thirty-two years and
seven months on projects of eight units or more. This title con-

v
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trasts with other FHA insurance titles in that it provides in-
surance on loans not in excess of 90 percent of estimated cur-
rent cost, including land, instead of 90 percent of estimated
value.

BUILDING PERMITS

3 Percentage
November 1047  Percentage change Jan.1toNov.30,1047 change
valuation from = ~ valuati
No. Valuation Nov.1946 Oct.1947 No. Valuation from 1946
74§ 203814 a0 —8 002 § 4,014,866 5
146 1,016,607 157 -1 1,963 8177418 17
78 12 4,673 18,346,428 8
20,7 26 —43 3,748 5,733,176 63
60 —6O8 3,812 14,074,045 40
67 —40 15,566 52,759,635 19
238 43 1437 7,508,132 76
196 22 6,947 25711824 17
184 38 1,720 2,423,010 3
353 —31 7,796 ,080,0¢ 31
16 —10 2,222 0,958,266 16
166 25 1,879 2,182,689 10
San Antonio. .. 143 54 3,687 26,504,667 20
Shreveport, La. 323 78 3,805 11,740,162 39
39 —34 1,678 8375651 70
3 —39 774 2288794 23
143 —13 72,708 $264,068,817 25

When it became generally known among builders late in
September that the Title VI program must soon be curtailed
because of approaching depletion of the allocated insurance
funds, prospective builders rushed to submit projects for ac-
ceptance, The result was that Title VI project awards were
even larger in November than during the preceding month de-
spite the suspension of the program on November 12, Applica-
tions received on that date alone in the Dallas FHA office, which
serves forty-one North Texas counties, totaled $10,000,000.
Lending under the Title VI program probably will be resumed
soon since Congress has authorized an additional $750,000,000
of insurance commitments.

The maintenance of residential and nonresidential building
activity at unusually high levels nationally as well as in this dis-
trict has imposed pressures upon suppliers of building materials,
whose facilities and labor force proved somewhat small to meet
the extraordinarily large demands of 1947. Building material
prices, rising rather steadily throughout the past 12 months,
have reflected the poor balance between demand and the indus-
try’s capacity. During November building material prices
were on the average 28 percent higher than a year earlier, 58
percent above the 1945 level, and nearly double the 1940 av-
rage.

DOMESTIC CONSUMPTION AND STOCKS OF COTTON—(Bales)

November November October August 1 to November 30
Consumption at: 1947 1946 1047  Thisseason Last season
Tekne B, viseconsionnsn 11,044 18,715 13,827 40,304 77,379
United States mills. ... ... 750,498 £78,025r 826,216 3,023,763  3,487,060r
U. 8. stocks—end of month:
In consuming estabm’ts... 1,858,676 2118065  ...... ... el
Public stg. & compresses... 5,360,006 6,208,00Ir ...... .......0 aiaaean

r-Revised.

COTTONSEED AND COTTONSEED PRODUCTS

Texas United States——
August | to November 30 August 1 to November 30

This season Last season Thisseason Last season

Cottonseed received at mills (tons). .. .. 897,600 467,108 3,106,601 2,336,828
Cottonseed crushed (fons)............. 471,711 308,878 1,601,202 1,356,986
Cottonseed on hand Nov. 30 (tons).. .. 480,407 216,674 1,515,017 1,007,648
Production of produets:

Crude oil (thousands pounds)........ 142 444 00,958 515,206 420,067

Cake and meal (tons) , .........cc.... 222,500 144,931 780,965 508.852

Hullo (fon8) . .. cooiccnnevonnocnnnes 105,493 68,606 383,472 312,130

Linters (running bales) ... ........... 157 614 105,982 527,276 431,360
Stocks on hand November 30: .

Crude oil (thousand pounds) 16,406 12,963 58,072 54,036

Cake and meal (tons) 13,208 23,781 71,600 81,698

Hulls (tons) .. .... 23,743 29,258 72,493 79,626

Linters (running ba 44,114 28,630 170,509 128,428

SOQURCE: United States Burcau of Census.
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NATIONAL SUMMARY OF BUSINESS CONDITIONS

(Compiled by the Board of Governors of the Federal Reserve System)

Industrial production expanded somewhat further in November. Department store sales showed more than a seasonal
increase in November and the first half of December. Wholesale commodity prices generally continued to advance.

INDUSTRIAL PRODUCTION

The Board’s seasonally adjusted index of industrial production advanced 2 points in November to 192 percent of the
1935-39 average, a new postwar peak rate.

Output of durable goods expanded somewhat further, reflecting largely increases in activity in most machinery, transpor-
tation equipment, and nonferrous metal fabricating industries. Qutput of steel in November was at a slightly lower rate than in
October, but in the early part of December scheduled operations rose to new postwar peaks. Motor truck assemblies were cur-
tailed in November and early December, as a result of model changeover activity at plants of a major producer, while output
of passenger cars increased. Output of lumber and other construction materials was maintained in large volume.

Manufacture of nondurable products continued to increase in November, reflecting mainly a further marked rise in activity
at cotton textile mills and an expansion in the volume of livestock slaughtered as a result of reduced feed supplies and high prices
for feeds. Liquor production, which increased sharply in October, was curtailed in November in accordance with the Federal
program to conserve grain.

Production of minerals rose somewhat further in November, reflecting further gains in output of bituminous coal as
increased numbers of freight cars became available.

CONSTRUCTION

Values of most types of construction contract awards, according to the F. W. Dodge Corporation, showed seasonal declines
in November and were substantially larger than a year ago. The number of dwelling units started during the month, as esti-
mated by the Department of Labor, decreased from 94,000 in October to 82,000 in November; completions increased from
83,000 units to 86,000,

DISTRIBUTION

Department store sales showed a sharp seasonal increase in November and the Board’s adjusted index rose to a new high
of 300 percent of the 1935-39 average, as compared with 275 in October and 291 in September. Value of sales continued at
a high level in the first half of December and was 8 percent above the corresponding period in 1946. Value of department
store stocks has also increased in recent months and is above the corresponding period of a year ago.

Shipments of most classes of railroad revenue freight were maintained in large volume in November and the first half
of December, after allowance for usual seasonal declines at this time of the year. Coal shipments continued to increase and were
at the peak rate reached at the beginning of the year.

COMMODITY PRICES

Wholesale commodity prices generally advanced further in November and the early part of December. Crude petroleum
prices were increased sharply and advances were announced in refined petroleum products, newsprint, rayon, textile products,
shoes, and some metal products. Government disposal prices for Japanese silk were reduced by nearly one-half. Prices of com-
modities traded in the organized markets rose further in November but showed little change in the first three weeks of
December.

The consumers’ price index was unchanged from September to October. Food prices generally showed little change in
November and December, while additional increases occurred in retail prices of other goods and services.

BANK CREDIT

Loans to businesses, consumers, and real estate owners expanded further at banks in leading cities during November and
the first half of December. Demand deposits of individuals and businesses increased 800 million dollars at these banks, and
currency in circulation rose by 400 million.

In the four weeks ending December 17, member banks gained reserves as a result of a continued inflow of gold, Treasury
transactions, and Federal Reserve purchases of Government securities, These sources of reserves more than offset the seasonal
growth in currency.

Reserve Bank holdings of Government securities declined in the four-week period, reflecting Treasury retirement of bills
and certificates. The System also sold substantial amounts of bills and certificates in the market, but purchased larger amounts
of notes and bonds.

INTEREST RATES AND BOND YIELDS

Prices of Treasury bonds, which declined sharply in Octobzr and November, were held firm after the middle of November
by official support. Prices of corporate bonds declined further. Yields on Treasury certificates rose and a new issue of 114 per-
cent one-year certificates was offered in exchange for the issue maturing January 1.
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