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ECONOMIC PERSPECTIVE AT MIDY.EAR 

The Nation's economy at midyear was operating at record or 
near-record levels, with many major economic barometers
such as gross national product, industrial production, income, con
struction, employment, and sales - reaching new highs during 
the past few months. The rapidity and breadth of recovery from 
the recession lows of the spring of 1958 have heightened the opti
mism of businessmen and consumers alike. Plant and equipment 
expansion plans have been revised upward, and consumer pur
chases and instalment indebtedness have risen at brisk rates. Eco
nomic conditions reflect a strong and sustained period of recovery 
and prosperity over the past 12 months. 

The recession of 1957-58 developed primarily in response to 
rapid inventory liquidation, the sharp curtailment in plant and 
equipment expenditures, and the shift in consumer purchases away 
from durable goods. A temporary cutback in the rate of military 
purchases of hard goods was also important. On the other hand, 
a few significant economic segments showed strength during the 
recessio~and helped to moderate its impact upon the entire econ
omy. These included the fairly steady level of personal income and 
consumption, the advancing rate of construction, and the markedly 
improved agricultural situation. 

As might be expected, the primary impetus to recovery came 
from a reversal of many of those same factors which had caused 
the recession. Of prime importance were the shift from liquidation 
to accumulation of inventories; the improved rate of durable 
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goods purchases; the sharply higher levels of personal 
income and retail sales; and, more recently, the upward 
movement of plant and equipment expenditures. In ad
dition, construction activities moved to record levels, 
and government purchases also advanced. 

Principal Stimuli to Recovery 

One of the most striking elements contributing to 
the sharp upward movement in the economy was the 
change in business inventories. Stocks were liquidated 
sharply during the recession as final demand continued 
high. Consequently, by November 1958, inventory ac
cumulation started, and the movement accelerated 
rapidly under the impetus of a threatened steel strike. 
During March, April, and May 1959, the seasonally 
adjusted book value of manufacturing and trade inven
tories increased an average of about $770 million a 
month, contrasted with a decline of $800 million in 
the same period a year earlier. A shift of this magnitude 
in inventory policies has a dramatic impact and high
lights the upswing that has occurred in the economy. 

A major part of the inventory gains has been con
centrated in the durable goods sector, where reductions 
previously were quite severe. Rising new orders and 
sales were the original stimuli to the increases in durable 
goods inventories, but more recent accumulations have 
been accentuated by anticipatory buying as a hedge 
against a prolonged steel strike and other work stop
pages. Part of the increase in trade stocks has resulted 
from the rising inventories of new automobiles, which 
dealers accumulated to meet the larger sales volume and 
as protection if the steel strike lasts into the model 
change-over period. The automobile companies appar
ently stocked steel in the form of automobile inven
tories, as well as raw ingots for use in starting the 1960-
model year. 

The improvement in consumer demand, reflecting 
both rising consumer incomes and debt, has been an 

CHANGES IN INVENTORIES' 
United Slales 

(Seasonally adiusted. In millions of dollars) 

Month 1957 

January. ••• .• .. . .•• •• . • .. $200 
February. • • . . . • . . . • . . . • • . 300 
March.................... 300 
April............. .. ..... . 200 
May.. .... ... ............ 500 
June ..... .. .............. 100 
July.. .. .................. 300 
August . .... . ......... ... . 300 
September. .. • .. . . .. .. .. .. 0 
October...... . . .... .. . ... -200 
November. • • .. . .. .. . .. .. . -100 
December . • • . • • . . • • • • . . . . -300 

1 ManufacturIng , retail trade , and wholesale trade. 
SOURCE. United States Department of Commerce. 

I BUSINESS REVIEW 

1958 

-$700 
-700 
-800 
-900 
-700 
-500 
-500 
-500 
-400 
-100 

100 
200 

1959 

$ 400 
300 
500 

1,200 
600 

especially important element in shaping current levels 
of activity. Personal inco~e rose from $364.3 billion 
in October 1958 to $382.9 billion in June 1959, with 
wage and salary payments and other labor income ac
counting for the bulk of the increase. Consumer credit 
usage also expanded in this period, as buying of durable 
goods increased. Instalment credit moved from a sea
sonally adjusted decline of $25 million in the third 
quarter of 1958 to a $443 million rise in May 1959. 

A sharp revival in buying by farmers and ranchers, 
particularly of durable goods, added significant strength 
to the economy. In contrast to nonagricultural wage 
and salary income, farm income rose during 1958 as a 
result of higher average product prices, record market
ings, and an increase in Government payments. The 
realized gross income of farmers and ranchers last year 
was $38 .3 billion, reflecting an increase of 11 percent 
over 1957; realized net income was almost one-fifth 
larger. More recently, however, realized net farm in
come has declined and, in the first half of 1959, was 8 
percent below the corresponding 1958 level. 

Seasonally adjusted personal consumption expendi
tures rose to $311.5 billion by the second quarter of this 
year, or $20.6 billion more than in the second quarter 
of 1958. The demand for housing, automobiles, and 
other consumer durables has been quite strong; and the 
recovery in this area is particularly significant since 
much of the impact of the 1957-58 adjustment fell upon 
the durable goods sector. 

Consumer expenditures for nondurable goods de
clined only slightly and briefly during the recession, 
while spending for services showed no decrease whatso
ever. Expenditures for nondurables have risen almost 5 
percent since the second quarter of 1958, and those for 
services have advanced 6 percent. Increases in outlays 
for clothing have been especially strong, and expendi
tures for food have continued to expand. Along with 
population growth, spending for services has main
tained its advance, although rising prices have con
tributed importantly to the year-to-year gains in this 
category. 

Durable goods expenditures have regained their pre
recession level and have risen 20 percent from their loW 
point in the second quarter of 1958. Purchases of auto
mobiles and parts have accounted for as much as one
fourth of the increase in total personal consumption 
expenditures from the rates of a year ago. Purchases of 
other consumer durables have been maintained at high 



levels, reflecting in part the gains in residential con
struction. 

The improvement in residential construction which 
began in 1958 was one of the most rapid expansions 
ever experienced in home building. The strength of the 
upturn perv~de~ the entire economy and was a major 
f~ctor contnbutmg to the general business rise. Expen
dltures for private residential construction reached a 
seasonally adjusted annual rate of $23.3 billion in May 
for a new record and averaged around $22.5 billion 
d~ring the first 6 months of 1959. This figure compares 
wlth an annual rate of only $16.7 billion in the cor
responding period of 1958. 

. The seasonally adjusted annual rate of private hous
mg starts rose to a level of around 1.4 million units 
during the last part of 1958 and, in the first half of 1959, 
totaled 39 ~ercent above the comparable period of 
1958, reachmg a new record for this period. Both the 
number and the value of private housing starts have 
declined slightly from their peak levels, but they remain 
considerably above the year-earlier rates. 

Improvement in residential construction was associ
ated with several public actions designed to stimulate 
home building. The GI housing program was extended; 
and under the FHA program, down payment require
ments were lowered, and interest rate ceilings were 
r.aised. Also, th~ Federal National Mortgage Associa
tion was authonzed to purchase $1 billion of Govern
ment-backed mortgages in order to provide a secondary 
mortgage market for such instruments. These stimu
lants occurred at the same time that mortgage credit 
became more readily available as a result of reduced 
corporate ~emands and an actively easier monetary 
polIcy. Dunng the first half of 1959, funds were readily 
~vailable for residential construction; but, with rising 
mterest rates, the mortgage market appeared to be tight
ening somewhat. 

Private nonresidential construction has remained be
low the peaks reached in mid-1957, but minor improve
ment in this sector is suggested by recent indications of 
~urther strength in plant and equipment expenditures. 
Construction by Federal, state, and local government 
units has continued strong and, during the fu'st part of 
this year, averaged almost $2 billion more, at seasonally 
adjusted annual rates, than in the comparable period of 
1958. 

Plant and equipment expenditures contribute impor
tantly to changes in general business conditions. Total 
outlays for plant and equipment began to turn upward 

PLANT AND EQUIPMENT EXPENDITURES' 

United States 

('Seasonally adiusted annual rate •• In million. of dollars) 

Period 

First quarter . • . .. .... . . . ... . ... .... 
ihlc~nd quarter .• •• . ••. ••. , •• • •..•. 

r quarter .. .. . . ........ . .. . .. . . 
Fourth quarter • .• ... . .. . .•........ . 

1 Excludes agrlculture . 
e - Estimated. 

1957 

$36.890 
37.030 
37.750 
36,230 

SOURCES : Se curitie s and Exchange Commiss ion. 
United States Department of Commerce. 

1958 

$32,4 10 
30,320 
29,610 
29,970 

1959 

$30,620 
32,290e 
33,3900 

in the last quarter of 1958, after almost a year of decline, 
During this period, the increase in residential construc
tion failed to offset completely the decrease in capital 
outlays by businesses. Expenditures for plant and 
equipment during the third quarter of 1959 are esti
mated at a seasonally adjusted annual rate of almost 
$33.4 billion, which is considerably below the $37.8 
billion rate in the third quarter of 1957 but is modestly 
above outlays in the third quarter of 1958. It should be 
noted that much of the emphasis in such capital invest
ment is placed upon purchases of new equipment, 
rather than new plant construction. . 

The improvement in spending for plant and equip
ment has been most pronounced in the manufacturing 
sector, where the previous reduction in outlays had been 
severe. Manufacturing accounts for more than one-half 
the estimated total increase in expenditures expected to 
be made between the third quarter of 1958 and the third 
quarter of 1959. During the early stages of the rise in 
expenditures for plant and equipment, spending by rail
r~a?s and other transportation segments (particularly 
arrline purchases of new jets) was especially significant. 
Third-quarter estimates indicate that airline spending 
plans are likely to remain unchanged; all other broad 
business categories except mining plan increases. 

The influence of rising expenditures by all levels of 
government was also an important factor in the upswing 
in business activity. Total government purchases of 
goods and services increased only slightly during the 
last half of 1957 and the first quarter of 1958, as con
tinuous gains in state and local government outlays 
more than offset lower Federal Government expendi
tures. Subsequently, government purchases showed 
moderate gains and, by the second quarter of 1959, bad 
reached a seasonally adjusted rate of almost $98 billjon. 

Federal expenditures since early 1957 have b~en 
characterized by larger outlays for nondefense-related 
purposes. National security spending, which was cur
tailed during the last half of 1957 and continued down-
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ward into the first quarter of 1958, reached a new high 
in the second quarter of 1959. A significant part of the 
gain in nondefense expenditures was related principally 
to the increases in outlays for farm product price sup
ports and in interest on the public debt. 

The decline in economic activity resulted in a marked 
change in the fiscal position of the Federal Government, 
as well as a number of state and local governments. A 
substantial deficit was incurred by many governmental 
units, particularly the Federal Government, because of 
declining tax receipts and rising expenditures for unem
ployment compensation and direct antirecession pro
grams. Payments to unemployed workers undoubtedly 
helped to cushion the decline, but some of the anti
recession programs were so delayed that their impact 
occurred during the recovery period, when further stim
ulants were not needed. 

Major Measurements of the Economy 

The principal upward pressures which developed 
during the summer and fall of 1958 were reflected in the 
major indicators of economic activity, with the indus
trial production index showing the most rapid change. 
From a recession low of 126, this index rose to 136 in 
August and 142 in December and gained 13 points to 
reach 155 in June 1959. The durable manufactures 
index declined 36 points from its high in December 
1956 to the low point in A pril19 58 and then recovered 
41 points to establish a new high in June, with 20 points 
of the increase occurring in 1959. 

Of particular importance to the increase in industrial 
production have been the gains in the output of auto
mobiles, steel, fabricated metal products, and durables 
in general. With respect to automobiles, at the start of 
the 1959-model year, very few observers foresaw a total 
output of more than 5.3 million units, and most were. 

INDUSTRIAL PRODUCTION 

United States 

(Seasonally adjusted indexes, 1947·49 = 100) 

Total Durable manufactures 

Month 1957 1958 1959 1957 1958 1959 1957 

January ••••• 145 133 143 163 142 153 131 
February •••• 146 130 145 164 137 157 132 
March ....... 145 128 147 163 135 160 132 
April .. ..... . 144 126 150 160 131 164 13 1 
May ........ 144 128 153 160 134 169 130 
June •• • • • • • • 145 132 155p 163 139 172p 127 
July .... . . . .. 145 134 162 141 128 
August ••• • •• 145 136 163 144 129 
September ••• 144 137 160 145 129 
October • . ••• 142 138 156 146 127 
November • •• 139 141 154 151 123 
December •• • • 135 142 146 152 123 

p - Preliminary . 
. SOURCE, Board of Governors of the Federal Reserve System . 
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Minerals 

1958 1959 

121 124 
118 124 
112 123 
109 124 
108 126 
112 126p 
116 
120 
123 
122 
123 
124 

predicting somewhat lower production. However, retail . 
sales of new automobiles have advanced steadily, with 
sales in the second quarter averaging more than 500,-
000 units per month. Production in the first half of 
1959 reached more than 3 million units, or 46 percent 
above the year-earlier level, and imports of small Euro
pean cars rose sharply to account for almost 10 percent 
of the domestic market. · Dealers' inventories in early 
July exceeded 900,000 units, as automobile producers 
attempted to accumulate finished products before the 
steel strike and to meet the higher than anticipated sales. 

The steel industry rebounded sharply from its low 
level of operations in the summer of 1958, when capac
ity utilization dropped below 55 percent. Production in 
the first 6 months of 1959 averaged nearly 88 percent 
of operating capacity and went as high as 94 percent, 
thus bringing some units of marginal plant and equip
ment into operation. Undoubtedly, the principal reason 
for the advance in the steel industry, other than higher 
consumer sales, has been the attempt to stockpile steel 
in anticipation of a prolonged strike. Precise data on 
steel accumulation during the first 6 months are difficult 
to obtain, but apparently the industry and its consumers 
were able to stockpile a sufficient quantity to meet re
quirements for at least a 30-day period. However, the 
supply picture is uneven, and some types of steel are in 
relatively short supply; the generally higher than antici
pated sales have restricted inventory accumulations in 
many industries. 

Although the steel strike is now an accomplished fact, 
its duration is unknown, and it is too early to speculate 
about the strike's long-range effects upon the general 
economy. At present, the effects are being felt mainly 
by the steel, railroad, and iron ore companies, with some 
indirect effects upon steel company suppliers and others 
connected with the distribution or sale of this basic 
commodity. 

Other elements in the durable goods picture which 
were important to the resurgence of the economy dur
ing the first half of 1959 were increased output in the 
copper, aluminum, and most basic metal industries, as 
well as sharp gains in the production of fabricated 
metals and most building materials. In fact, the im
provement in the durable goods industries has been 
quite general, reflecting, in part, the resumption of con
sumer buying interest in durable goods and, in part, the 
renewed purchases of machinery for capital investment. 

Nondurables manufacturing decreased slowly and 
fluctuated within a narrow range for several months be-



fore declining, in March 1958, to a level 8 points below 
the previous peak. Recovery from this level was rapid; 
and, currently, the output of nondurables has regained 
all of its 8-point loss and has increased 14 points further 
to set new records. Virtually every major category of 
nondurables has shown strength, particularly textiles 
and apparel. 

Nondurable goods production in the textiles and 
apparel industries reflects recovery from the long period 
of recession for these industries. The general improve
ment in consumer buying has been especially important 
to the apparel industry, although some of the improve
ment has, of course, stemmed from the rise in automo
bile production. Other increases of considerable signifi
cance in the nondurable goods upturn have been gains 
in chemical production and the generally higher level 
of petroleum refining operations. 

In contrast, mineral production generally has lagged 
since the very sharp decline of 1957 and 1958. Im
provement has been particularly slow in crude oil pro
duction, with problems of import control and over
supply of refined products plaguing the industry. Gains 
in copper mining and natural gas production have 
helped to offset this weakness in petroleum operations. 

Both employment and unemployment were affected 
by the increases in output, although changes in the work 
force were slower than those in production. As consum
ers maintained their purchases and as inventories were 
depleted, new orders started to increase. Manufacturers 
began to bolster their production schedules, and em
ployment began a slow climb. Total civilian employ
ment had declined to around 62 million persons in early 
1958, and unemployment was slightly in excess of 5 
million, or about 7 percent of the civilian labor force. 
Currently, 67.3 million persons are employed, and un-

EMPLOYMENT AND UNEMPLOYMENT 

United States 

(Unadjusted. tn thou. and. of pe rson. ) 

Totol civilian employment Unemployment 
--- ----- - -

Month 1957 1958 1959 1957 1958 

January . . , .. . . . 62,578 62,238 62,706 3,244 4,494 
February . .... . . 63,190 61,988 62,722 3,121 5,173 
March .... . . .... 63,865 62,311 63,828 2,882 5,198 
April ........ . . . 64,261 62,907 65,012p 2,690 5,120 
May ........ . . . 65,178 64,061 66,016p 2,715 4,904 
June • .. • ..••... 66,504 64,981 67,342p 3,337 5,437 
July ....... . .. . . 67,221 65,179 3,007 5,294 
August. •....... 66,385 65,367 2,609 4,699 
September .• . . . . 65,674 64,629 2,552 4,111 
October ...• .. .. 66,005 65,306 2,508 3,805 
November .•... . 64,873 64,653 3,188 3,833 
December ..• • . .. 64,396 63,973 3,374 4,108 

p - Prolimlnary , 
SOURCES, United Statas Department of Commerce. 

United States Department of Labor. 

1959 

4,724 
4,749 
4,362 
3,627p 
3,389p 
3,982p 

employment is just under 5 percent of the labor force. 
Recent gains in employment have been the greatest 
since World War II. 

Reflecting the relatively sharper swings in durable 
goods output and employment, the number of wage and 
salary workers in durable goods manufacturing, which 
declined 15 percent from the beginning of 1957 to May 
1958, showed some recovery but in June 1959 re
mained 5 percent below the early 1957 level. Wage and 
salary employment in nondurables manufacturing de
creased only 5 percent during the comparable period 
and recovered all but 2 percent of its loss. 

Recovery in employment proceeded at a fairly rapid 
rate, despite the large additions of new plant and 
equipment - particularly of the labor-saving kinds
which had been completed just prior to the recession. 
Moreover, there is a tendency during the early stages of 
a recovery for businessmen to "test" the strength of 
economic developments before launching into broad re
employment plans. This testing included more intensive 
utilization of the present work force by such practices as 
increasing the length of the workweek. 

The average workweek in manufacturing reached a 
low point of 38.3 hours in April 1958 and subsequently 
rose to 40.6 hours in June 1959. The workweek in du
rable goods manufacturing evidenced greater variation 
in length and was slower to recover than the workweek 
in nondurables manufacturing. For those wage earners 
who remained employed during the recession, the re
duction in the number of hours worked was partial1y 
offset by higher average wages, resulting in a relatively 
small decrease in average weekly earnings. 

Gradually rising wages, relatively stable employment 
in nondurables, record-high gross agricultural income, 
and rising payments for unemployment compensation 
were important factors tending to maintain personal in
comes at high levels. Although the consumer reduced 
his buying for an interval and pared his outstanding 
debt, he quickly renewed his buying. By early 1959, a 
new peak in manufacturing and trade sales was passed, 
and consumer debt had moved to new highs. Retail sales 
climbed to a seasonally adjusted total of $18.2 billion 
during June tins year, and total business sales amounted 
to more than $61 billion. 

The recovery has been accompanied by little change 
in the over-all price indexes for either wh'olesale com
modities or consumer items. Consequently, the gains 
in production, income, and consumption have repr~-
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sen ted "real" increases - not merely gains resulting 
from higher prices. Within the broad indexes, products 
originating from the farm have shown declines, while 
prices of nonagricultural products have increased. The 
wholesale commodity index in June averaged 119.6, or 
up only three-tenths of 1 percent over a year ago. 

Financial Conditions 

Financial conditions in the United States during the 
past year reflected the recovery in economic activity, 
with deviations mainly on the side of emphasis upon the 
inflationary psychology which permeated the entire 
structure. Beginning early in the recovery period, when 
supplies of loanable funds were readily available, many 
investors quickly showed a preference for equity securi
ties, thereby causing a further advance in stock market 
prices. This inflationary psychology was created partly 
by the anticipated effect of financing a prospective large 
Treasury deficit and partly by the fact that broad in
dexes of retail and wholesale prices did not fall during 
the recession but actually advanced. The demand for 
bank loans rose slowly, except for seasonal factors, dur
ing the final half of 1958 but exhibited considerable 
strength in the first half of 1959; and total loans at all 
commercial banks reached a new high of $104 billion 
in June. 

Utilizing the reserves made available in the early 
part of 1958, banks expanded their investment ac
counts; but, to meet the improvement in loan demand in 
1959, investments - particularly Government securi
ties - have been liquidated. Deposit increases gen
erally have exceeded the seasonal pattern so that the 
money supply during 1959 has been advancing at an 
annual rate of about 2 percent. Much of this advance 
has stemmed from investments in new Treasury securi
ties, payment for which has been permitted by credit to 
Treasury Tax and Loan Accounts. 

In response to the changes in economic conditions 
and the improvement in loan demand, the Federal Re
serve quickly reversed its monetary policy from one of 
active ease in the spring of 1958 toward neutrality dur
ing the early summer and, then, mild restraint in the late 
summer and early fall. During the first half of 1959, 
monetary policy was more restraining, as pressure upon 
the supply of available funds continued to mount. Open 
market actions were designed to allow the market to 
tighten against itself as loan demands increased. Thus, 
the available supply of funds was not markedly in
creased by Federal Reserve action, and there was a 
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steady reduction in the reserve availability to commer
cial banks from a level of $546 million of free reserves 
in July 1958 to a level of approximately $500 million 
of net borrowed reserves in June 1959. System action 
to implement policy included increases in discount rates 
in August and November 1958 and March and May 
1959, raising the level of the discount rate from 1% 
percent in mid-1958 to 31/2 percent at the present time. 

An increase in pressure upon available supplies of 
loanable funds and the shift in monetary policy have, 
of course, occasioned a rapid expansion in interest rates 
and a corollary decline in bond prices. In addition 
though, as mentioned above, the investor preference for 
equity securities has meant a smaller demand for Gov
ernment securities by some permanent investors. These 
factors, coupled with the large increase in the supply of 
Government securities which stemmed from new 
Treasury cash financing to meet the $12.5 billion deficit, 
brought further declines in Government securities 
prices. The average auction rate on 91-day Treasury 
bills rose from a low of 0.881 percent in June 1958 to 
3.247 percent in June 1959. This advance in yields, 
though relatively rapid, was still restrained by the siz
able corporate demand for short-term debt instruments 
and the increased use of available funds for such short
term investments. Yields on intermediate-term bonds 
followed a similar pattern, but long-term bond yields 
did not show as wide a variation. 

The Economic Outlook 

Economic developments through midyear have 
brought the economy to record highs with very little 
price inflation. The stimulant of inventory accumula
tion is likely to be reduced during the immediate future 
as steel-using industries draw down their stocks during 
the strike. The terms of the settlement will be of impor
tance through possible effects on wages and prices in 
other industries. 

Another problem confronting the economy stemS 
from the fact that the $12.5 billion deficit in fiscal year 
1959 was financed largely into short-term securities 
which were not sold to permanent investors. Thus, these 
securities were not funded into the savings structure of 
the economy. The problem would be compounded if the 
Treasury must continue to issue its new securities into 
the short-term area and would be complicated further 
if nonfinancial corporations were to liquidate their 
short-term holdings to finance a rising schedule of plant 
and equipment expenditures. 
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Record sales during June at 
Eleventh District department 
stores boosted sales for the 
first half of 1959 to 10 percent 
above those in the same period 

last year. Department store inventories, after sea-
sonal adjustment, also reached a record-high level 
at the end of June. Further increases were posted in 
new car registrations during the month in the four 
most populous areas in the District; and for the first 
6 months of this year, registrations were greater than 
in the comparable period in any preceding year 
except 1955. 

Investment accounts at weekly reporting member 
banks in the District rose sharply in early July, reflect
ing bank participation in the Treasury's cash financ
ing. Deposits declined moderately between mid-June 
and mid-July, while gross loans were relatively 
stable. The reserve positions of member banks were 
about unchanged from May to June. 

Nonagricultural employment in the District states 
rose seasonally in June and was 1.8 percent higher 

Reflecting the continued rise in 
personal income and the wUling
ness of consumers to buy, the 
seasonally adjusted index of de
partment store sales for the 

Eleventh District pushed to another record high in June. 
The index reached 176 percent of the 1947-49 average, 
compared with 173 in May and 161 in June 1958. The 
sales volume during June was up 13 percent over the 
same month a year earlier, partly because of the influ
ence of an additional trading day in June of this year. 
For the first half of 1959, department store sales were 
10 percent above the comparable period in 1958. 

Year-to-year gains in sales during June in the major 
metropolitan areas in the District ranged from 6 per
cent in San Antonio and Shreveport to 18 percent in 

than a year earlier. Industrial production in Texas 
weakened in June, and further declines are indicated 
for July and August because of strikes and cutbacks 
in oil output. 

Construction contract awards in the District states 
decreased further in May, but preliminary reports 
point to a strong upturn during June. 

A seasonal increase in demand and slightly re
duced refinery output improved somewhat the petro
leum industry's position with respect to stocks of 
refined products during July, but stocks of crude oil 
continued to mount. Despite sharp reductions in Dis
trict crude oil production in July and the scheduled 
low rate of production in August, crude oil prices 
have been unsteady. Heavy imports of crude oil have 
also contributed to unsettled market conditions. 

Current conditions in the District are favorable for 
the excellent output of crops and livestock products 
this year. Production of fall-planted crops was dis
appointing, but prospects for spring crops are 
bright. livestock conditions remain very good in 
most areas. 

Houston. Cumulative figures for the various areas, as 
indicated in the accompanying table, show that sales in 
the first half of 1959 were above the same period in 

DEPARTMENT STORE SALES AND STOCKS 

(Percentage change in retail value) 

NET SALES 

June 1959 from 

STOCKS 
(End of month) 

June 1959 from 
---- 6 mos. 1959 -----

May June camp. with May June 
1959 1958 6 mos. 1958 1959 1958 Aroa 

Total Eleventh District. • • • . • • . . • . .. - 7 
Corpus Christi.. • • . . . • • . • • . . • . . • .. - 2 
Dallas • ••• ••• .•..••• •• .••..•.. •• - 9 
EI Paso.. . • • . . ••. • . • • . . ••• . • . . •• 2 
Fort Worth ...... • .. •• . •. .• •. . .. - 15 
Houston .... . ...... ....... .. .... - 6 
San Antonio. • . • • . • • • • • . . • • . • . . •. - 9 
Shreveport, la.. . . . . . . . . . . . . . . . . . - 6 
Waco ••.. • •.••.•••.•..••.••.•.. -16 
Other cities. • • • • . . • • • • • • • • • • • • • • -3 

13 
8 

17 
9 
9 

18 
6 
6 

16 
16 

10 
4 

12 
7 
9 

12 
6 
8 

11 
11 

-2 9 
o 3 

-3 17 
-6 6 
-2 - 1 
-2 16 
-1 5 

o 4 
1 4 
o 7 
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INDEXES OF DEPARTMENT STORE SALES AND STOCKS 

Eleve nth Federal Reserve District 

(1947-49 = 100) 

SALES (Daily ave rage) 

Date Unadjusted 

1958: June __ ___ _ . . . 147r 

1959: April...... ... 157 
Ma y ... . .. . . . 172 
June .. .. . . . . . 160 

r - Revised . 
p - Preliminary. 

Sea sonally 
adjusted 

161r 
169 
173 
176 

STOCKS (End of month) 

Unadjusted 

156r 
181 
174 
170p 

Seasonall y 
ad justed 

168r 
174 
175 
183p 

1958 in all the areas. The largest increases were re
corded in the most populous areas. Cumulative gains 
ranged from 12 percent in the Dallas and Houston areas 
down to 4 percent in Corpus Christi. It should be 
pointed out that the Dallas and Houston metropolitan 
areas were the ones most affected by the opening of new 
department stores during the first 6 months of 1959. 

According to reports from a selected group of Dis
trict department stores, there were gains in sales of most 
types of goods in June, but the outstanding increases 
were 26 percent in sales of silverware and jewelry and 
21 percent in sales of women's and misses' dresses. Sales 
of men's clothing were up 11 percent. In the home
furnishings lines, sales of radios, television sets, and 
musical equipment rose 12 percent; and sales of furni
ture and bedding were up 5 percent. The only large 
group registering a decrease was major household ap
pliances, sales of which were down 5 percent. 

Department store inventories in the District at the 
end of June declined less than seasonally from May and 
were 9 percent higher than at mid-195 8. The seasonally 
adjusted stock index jumped to 183 percent of the 
1947-49 average from 175 in May and exceeded the 
previous high reached in November 1957 by 3 points. 
New orders placed during the month and orders out
standing at the end of the month increased seasonally 
over May and remained substantially above the year
earlier levels. 

New car registrations in the four most populous areas 
in the District during June were 10 percent greater than 
in May and 62 percent above a year ago. Total registra
tions in the first half of 1959 were one-third above reg
istrations in the same part of 1958 and were more than 
in any previous year except 1955. The uniformity of the 
increase is shown by the cumulative registrations in the 
individual areas. Dallas recorded the largest gain, 35 
percent. In both Fort Worth and Houston, registrations 
rose 33 percent over the first half of 1958, and they were 
up 29 percent in San Antonio. 

I BUSINESS REVIEW 

A good crop and livestock year 
continues in prospect in the Dis
trict, as widespread rains during 
the past month provided favor
able soil moisture conditions. 

Relatively frequent thundershowers, with accompany
ing humid temperatures, generally have promoted rapid 
development of crops, although they have made it some
what difficult to control injurious insects. In a few west
ern sections (particularly in Arizona and New Mexico), 
rainfall has been inadequate, and moisture is urgently 
needed. In some localities in the eastern half of the 
District, frequent rains have prevented farmers from 
cultivating fields. The outlook continues bright for a 
large production of feed crops and hay, even though 
the outturn may not equal last year's record. 

June rains were especially helpful to corn and early 
sorghums. Combining of grain sorghums in southern 
areas has been completed and is moving northward into 
the southern Blacklands. The crop in the Low Rolling 
Plains is coloring, and the bulk of the sorghums in the 
Southern High Plains is in the boot stage. In the north
ern parts of the High Plains, some farmers are spraying 
in order to destroy weeds. Sorghum acreage for harvest 
in the District totals a little more than 10 million acres, 
or about 3 percent below the acreage harvested in 1958. 
Corn in the eastern part of the District has lost most of 
its green color, and ears are drying rapidly. Corn acre
age for harvest this year is placed at 10 percent below 
the preceding year; but record-high yields per acre have 
offset most of the reduction in acreage, and, at 67 mil
lion bushels, the crop is only 5 percent under produc
tion in 1958. 

CROP ACREAGE 

Texas and Five Southweste rn States 

(In thousands of acres) 

TEXAS FIVE SOUTHWESTERN STATES' 

Harvested Harvested 
For For 

harvest Average harvest Average 
Crap 1959 1958 1948-57 1959 1'958 1948-57 

Cotton •••••.. • . 6,700 5,395 8,460 8,505 6,722 10,876 
Winter wheat • . .. 3,320 3,320 3,136 8,208 8,11 5 8,328 
Corn • •. . • .. • . • . 1,561 1,754 2,158 2,449 2,707 3,610 
Oats .. . . .. . . . .. 1,098 1,771 1,138 1,631 2,580 1,827 
8arley .. ...... . . 353 441 131 1,095 1,154 451 
Rye ............ 15 26 28 94 146 109 
Rice •. •• ... . . . . 417 379 511 870 787 1,078 
Sorghums • ....• • 8,389 8,648 6,886 10,052 10,388 9,027 
Ha y . .. _ . .. .... 1,780 1,813 1,684 4,041 4,071 4,022 
Peanuts (alone) .. . 323 340 470 45 2 475 648 
Flaxseed ... . . .. 35 28 120 37 29 130 
Irish potatoes . ... 21 20 ' 21 43 45 '44 
Sweet potatoes . . 24 22 ' 30 111 105 '122 

1 Arizona, Louisiana, Now Mex ico, Oklahoma , and Texas. 
o Average, 1949-57. 
SOliRCE: United State. Department of Agriculture . 



CROP PRODUCTION 

Texas and Five Sauthwestern States 

(In thou sands of bushels) 

TEXAS FIVE SOUTHWESTERN STATES' 

Estimate d Average Estimatod 
Crop July I, 1959 1958 1948-57 July I, 1959 

Winter wheat . ..• 53,120 73,040 35,358 147,147 
Corn .... . ..... . 40,586 42,973 41,073 67,020 
001s_ . .. . ...... 24, 156 53,130 24,373 38,586 
Barley .••• ..... 6,884 10,143 2,206 29,586 
Rico' .. . .. . . . . .. 13,552 11,938 13,013 26,689 
Hoy' .......... . 2,301 2,487 1,753 6,352 
flaxseed . ...... 385 336 753 455 
Irish potatoos4 • •• 2,620 2,285 ' 1,513 5,839 
Sweot potatoes" .. 1,560 1,210 ' 1,351 6,523 

1. Arizona, Louis iana, Now Mex ico, Oklahoma, and Texas. 
:.l In thousands of bag s co nta ining 100 pound s each. 
:1 In thousands of tons . 
Ii In thousands of hundredweig ht. 
ri Average, 1949. 57 . 
SOURCE, United States Deportment of Agricu lture. 

Average 
1958 1948-57 

196,780 103,644 
70,560 70,487 
77,823 38,987 
35,848 13,757 
23, 158 25,360 

6,773 5,156 
361 1,023 

5,192 ' 3,543 
6,107 ' 6,366 

The toll of the severely cold, dry winter is reflected 
in the estimated outtum of fall-planted small grains. 
Oat production is estimated to be 50 percent lower than 
in 1958, while the barley outtum is placed at 17 percent 
smaller. Wheat output is now estimated at one-fourth 
below last year. On the other hand, an excellent rice 
crop is in prospect. Along the coastal areas of Louisiana 
and Texas, rice fields are heading, and both acreage 
for harvest and indicated yields are above the year
earlier levels. Rice acreage for harvest in Louisiana and 
Texas is indica ted to be 11 percent larger than in 1958, 
and output is placed at 15 percent greater. Forage 
supplies remain ample, but tonnage of hay is estimated 
to be 6 percent smaller than in the previous year. 

Cotton harvesting is gaining momentum in the Lower 
Valley of Texas, where the first bale was harvested on 
June 21. First bales have been ginned in counties as 
far north as the middle Blacklands of Texas. A long 
period of wet weather has hindered cultivation and 
poisoning. In many sections, high humidity and the 
frequency of rains have resulted in a rapid build-up of 
injurious insects. In some areas, farmers, have sprayed 
as many as six times; thus far, however, general control 
measures have been fairly effective. Hail iI1- several coun
ties north of Lubbock severely damaged 'cotton; but in 
most of the Plains, early plantings are blooming pro
fusely and are setting on bolls. In the irr~gated ~ester~ 
sections of the Trans-Pecos area of !ex*s and III An
Zona and New Mexico, crops are makmg ~ood progress. 

In the Nation, cotton has been planted on an esti
mated 15,890,000 acres, or 28 percent more than was 
planted last year. Acreage for harvest in the District 
states is placed at 8,505,000 acres, or 27 percent greater 
than the harvested acreage in 1958. In each of the Dis-

trict states, planted acreage for this year exceeds the 
acreage planted a year earlier_ The expiration of the 
Acreage Reserve Program and the increased acreage 
allotments because of the Choice B program resulted 
in larger plantings in both the District and the Nation. 

Conditions in the commercial vegetable areas of the 
District are mixed. Harvesting of onions and potatoes 
has been delayed by rains in the Panhandle of Texas. 
Hail damaged some onions in the area, and a few early 
potato fields deteriorated because of delays in harvest
ing. Watermelons are becoming more plentiful, and a 
considerable volume of black-eyed peas is now going 
to canners. Preparation for fall and early winter vege
tables in south Texas is active, and seeding of carrots 
is under way in the Winter Garden. 

Range and pasture grasses are in ample supply over 
most of the District. South Texas would benefit from 
additional rain; and in portions of Arizona and New 
Mexico, native grasses remain critically short. Range 
conditions in Oklahoma and Texas have improved from 
a year ago, while those in New Mexico and Arizona 
are in poorer condition. Livestock are in fairly good 
condition in most sections. 

The Treasury's cash financing in 
early July occasioned sharp in
creases in investment accounts 
and Government deposits at 
weekly reporting member banks 

in the District, as these banks were active bidders for 
the $3.0 billion of 258-day Tax Anticipation bills dated 
July 8 and the $2.0 billion of I-year bills dated July 15. 
Reflecting awards of these two issues, Treasury bill 
holdings at the banks rose $63.1 million between June 

RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of doily flgures . In thou.ond. of dollars) 

Item 

RESERVE CITY BANKS 
Reserve balances . .. .. ... . . . ... .. . 
Required reserves . ... . .......... . 
Excess reserves . ................ . 
Borrowings • •.....•.. ... . . . ••..•. 
Free reserves • . .........•........ 

COUNTRY BANKS 
Reserve balances . . . . ..... . ..... . • 
Required reserves . •.............. 
Excess reserves . . .. ... ... . .. .. .. . 
Borrowings • . . ..... ..••. . .. . .. ... 
Free reserves •. ......••.......... 

MEMBER BANKS 
Reserve balances ..•. . .. .......... 
Required reserves . • . • ............ 
Excess reserves . ... ............ . . 
Borrowings • •• •.. .• ••.. ••••..•. • • 
Free reserves •.. .• ••• ...•..... .. . 

June 
1959 

$545,670 
539,486 

6,184 
32,879 

-26,695 

448,330 
405,964 

42,366 
9,532 

32,834 

994,000 
945,450 

48,550 
42,411 

6,139 

May 
1959 

$ 549,077 
540,789 

8,288 
36,586 

-28,298 

452,299 
409,322 

42,977 
5,294 

37,683 

1,001,376 
950,111 

51,265 
41,800 

9,385 

June 
1958 

$555,659 
539,468 

16,191 
2,360 

13,831 

428,246 
377,863 

50,383 
1,162 

49,221 

983,905 
917,331 

66,574 
3,522 

63,052 

BUSINESS REVIEW r 



CONDITION STATISTICS OF WEEKLY REPORTING 
MEMBER BANKS IN LEADING CITIES 

El eventh Federal Reserve District 

(In thousands of doliars) 

July 15, Jun. 17, 
Item 1959 1959 

ASSETS 
Commercial and industria l loans ••. ••••• • ••••• $ 1,501,009 $ 
Agricultura l loans •• • . • •• ••••••• •• •• •••• •• •. 32,178 32,172 
Loans to brokers and d ealers for purcha sing 

or corryingl 
U. S. Government securities ••• . ••••••• .• •• • 845} 17,435 
Other securities .•••••.••.•..••. •• .••. • .• 15,429 

Other loans for purcha sing or carrying : 
U. S. Government securities • •• •.• • .•••• .••• 9,990} 180,671 Other securities •• ••.••.••.• •••..•••••••• 185,647 

Loons to nonbank Anantial institutions: 
Sales Anance, personal Anance, etc •• ••••.••• 137,039 
Savings banks, mtge. cos., ins. cos., e tc . •••••• 107,258 

Loons to foreign banks ••••.• . ••• ••••.•.• • •• 34} 25,606 
loans to dom estic commercial banks ••• • ••• •• •• 19,817 
Real·estate loans ••• ••••• .. •••••••••••• .•• • 222,410 227,791 
All other loans ••.•.......................• 707,864 

Gross loans •••.••.•••••••.••.•••••••••• 2,939,520 2,945,078 
l ess reserves ond unallocate d charg e ·offs •• 50,721 49,579 

Net loans ••. .....•• ....•.• . •••• . •.•.•. • 2,888,799 2,895,499 

Treasury bills . . •. .. . ...... .. .... ... .. ••••• 102,674 39,548 
Trea sury certiflcates of indebtedness .•• •..•.•• 80,749 85,266 
Trea sury notes and U. S. Governm ent bonds, 

including guaranteed obligations, moturing: 
Within 1 year •• ••••••••• • •• . ••••• •••••• 46,172} 
Afte r 1 but within 5 years ....••... . .. ••.• 840,908 1,184,842 
After 5 y.ars ................. . .. ... .... 300,767 

Othe r securities • •••••••• . • • •••••••• •••••.• 342,367 341,100 

Total investme nts •••••••••• •• • •••••.••.•• 1,713,637 1,650,756 

Cash items in process of collection •••••••••••• 501,517 513,984 
Balances with banks in the United States •• •••.• 459,307 495,965 
Balances with banks in foreign countries ••••••• 1,639 2,628 
Currency and coin ••••.••.•••••••.•..•••••• 50,484 49,013 
Reserves with Federal Reserve Bank ••••• •••••• 564,555 598,759 
Other a ssets ••• • ••••••• ••• .• •• •.. •• •• • •••• 166,025 165,636 

TOTAL ASSETS •••••..............•.•• 6,345,963 6,372,240 

LIABILITIES AND CAPITAL ACCOUNTS 
Demand deposits 

Individuals, partnerships, and corporations • •• 2,935,864 2,979,455 
United States Government •••••• • • •••••••• 193,192 86,258 
Sta tes and political subdivisions •••••.•••••• 220,277 215,626 
Banks in the United States ................. 941,289 1,015,946 
Banks in foreign countries •• . • • ••.• • •• • •• • • 18,052 15,552 
Certifle d and officers' checks, etc ..••••••••• 61,752 82,206 

Total demand d. posi ts • ••••.••.••• • •••• 4,370,426 4,395,043 

Tim. deposits 
1,101,912 Individuals, partnerships, and corporations •••• 1,089,261 

Unite d States Government •••••••••••••••• 7,045 7,055 
Postal savings •• ••••••.•..• • •••• • • •••••• 421 421 
States and political subdivisions •• . ...• ••• .• 192,288 193,919 
Banks in the U. S. and foreign countries •••••• 2,860 2,903 

Total time deposits ••............ • ...•• 1,291,875 1,306,210 

Total deposits ••••.• . •. • ••.•. •.....• 5,662,301 5,701 ,253 
Bills payable, rediscounts, etc .•••••.•.••••••• 97,050 79,350 
All oth.r liablllti.s ..... ... ............ . .... 57,500 63,119 
Capital accounts •• ••••••• . •• ••.• • . •• • • •••• 529,112 528,518 

TOTAL LIABILITIES AND CAPITAL ACCOUNTS 6,345,963 6,372,240 

July 16, 
1958 

$ 
30,195 

44,489 

181,412 

30,427 
220,456 

2,660,188 
45,858 

2,614,330 

74,107 
84,921 

1,265,223 

313,068 

1,737,319 

426,254 
522,993 

1,456 
48,466 

605,532 
162,332 

6,118,682 

2,831,282 
124,634 
178,633 

1,041,460 
14,908 
62,526 

4,253,443 

1,057,743 
7,455 

421 
229,420 

1,963 

1,297,002 

5,550,445 
19,500 
62,676 

486,061 

6,118,682 

NOTE. - Effective July 1, 1959, this series was revised . The revised form includes 
severa l new items, the most important of which is loans to financial Institutions, previ· 
ously reported a gainst othe r loan categories. Comparable month-earlier and year· 
earlier figures for the new items will be shown as they become available. 

17 and July 15. Holdings of Treasury notes and Gov
ernment bonds also showed a combined gain, and non
Government investments expanded modestly. Certifi
cates of indebtedness, which declined $4.5 million, 
provided only a minor offset to these investment in
creases, and total investments rose $62.9 million during 
the 4 weeks. 

I BUSINESS REVIEW 

1
10 

Bank payment for the new Treasury bills by credit to 
Treasury Tax and Loan Accounts produced a sharp ex
pansion in Government deposits. At the weekly report
ing banks, demand balances of the Federal Govern
ment increased $106.9 million during the 4 weeks 
ended July 15, but this gain was more than offset by de
mand deposit drains in other categories. Domestic in
terbank demand balances declined $74.7 million, and 
the demand balances of individuals and businesses con
tracted $43.6 million. The decrease in total demand 
balances amounted to $24.6 million during the 4-week 
period. Time deposits also declined, the $14.3 million 
reduction being largely accounted for by withdrawals 
on the part of individuals and businesses. On July 15, 
total deposits at the banks were 2 percent above the 
year-earlier level. 

Gross loans (excluding interbank loans) at weekly 
reporting member banks in the District were approxi
mately unchanged during the 4 weeks ended July 15. 
Loans to finance the purchasing and carrying of secur-

NEW PAR BANKS 

The Bank of Tucson, Tucson, Arizona, an insured, 
nonmember bank located in the territory served by the 
EI Paso Branch of the Federal Reserve Bank of Dallas, 
was added to the Par list on its opening date, July 13, 
1959. The officers are: G. T. Smothers, President; M. H. 
lininger, Executive Vice President; and R. T. Francis, 
Cashier. 

The Buckner State Bank, Dallas, Texas, an insured, 
nonmember bank located in the territory served by the 
Head Office of the Federal Reserve Bank of Dallas, was 
added to the Par list on its opening d.ate, July 15, 
1959. The officers are : Edward l. Vint, President; John 
Paul Mann, Vice President and Cashier; and Ben O. 
Dilworth, Assistant Cashier. 

The Gulf Coast State Bank, Winnie, Texas, an in
sured, nonmember bank located in the territory served 
by the Houston Branch of the Federal Reserve Bank of 
Dallas, was added to the Par list on its opening date, 
July 16, 1959. The officers are: C. B. Keeland, Jr., 
President; Gordon Hulgan, Jr., Vice Pr.esident; Erich 
Arnold, Jr., Cashier; and R. l. Harvey, Assistant 
Cashier. 

The Bank of Commerce, Abilene, Tex'as, an insured, 
nonmember bank located in the territory served by the 
Head Office of the Federal Reserve Bank of Dallas, was 
added to the Par list on its opening date, July 17, 
1959. The officers are: Jack Hughes, Chairman of the 
Board; Walter A. Woodrum, President; and lee loper, 
Vice President and Cashier. 



TREASURY-FEDERAL RESERVE STUDY OF THE GOVERNMENT 
SECURITIES MARKET 

Early last spring the United States Treasury Department and the Federal Reserve System 
initiated a joint inquiry into the functioning of the Government securities market. Part I of this 
study, summarizing the informal consultations conducted by the Treasury-Federal Reserve study 
group with individuals associated with or informed about the functioning of the market, is now 
ready for distribution. Also published in Part I is a special technical study concerned with the 
question of whether an organized exchange might better serve the public interest in effectuat
ing the purchase and sale of Government securities. 

Parts II and III of the study will be released at a later date. Part II will be a factual and 
analytical report on the performance of the Government securities market in 1958. Part III 
will deal with specialized and technical subjects suggested by the informal consultations and 
the factual records of 1958. 

Copies of Part I of the Treasury-Federal Reserve Study of the Government Securities 
Market may be obtained from the Division of Administrative Services, Board of Governors of 
the Federal Reserve System, Washington 25, D. c., at $1.00 per copy. There is a special price 
of $2.50 for the set of three pamphlets, when all are ordered at one time. The individual parts 
will be forwarded as they become available. 

ities showed a strong gain of $13.8 million, while real
estate loans declined moderately and agricultural loans 
remained virtually unchanged. Consumer-type loans 
continued their strong upward movement between mid
June and mid-July, but the 4-week expansion in these 
loans was more than offset by liquidation of business 
loans, reflecting heaviest repayments by construction 
companies, trade establishments, and metals and metal 
products firms. 

The reserve positions of member banks in the Elev
enth District showed little change from May to June. 
Average reserve balances in June were slightly below 
the May level, but required reserves also were lower. 
Consequently, excess reserves of member banks de
clined only modestly. Average borrowings from the 
Federal Reserve Bank, at $42.4 million in June, were 
only slightly above the May level. Reserve city banks 
had average excess reserves of $6.2 million and average 
borrowings of $32.9 million in June. In contrast, coun
try banks had excess reserves of $42.4 million and bor
rOWings of $9.5 million. 

Earning assets of the Federal Reserve Bank of Dallas 
declined moderately during the 4 weeks ended July 15, 

as a reduction in discounts for member banks was only 
partially offset by enlarged holdings of Government 
securities. Gold certificate reserves also decreased. The 
Bank's Federal Reserve notes in actual circulation in
creased $11.5 million and on July 15 were 8 percent 
higher than the level recorded for July 16, 1958. 

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS 

Item 

(In thousands of dollars) 

July 15, 
1959 

Total gold certiAcate reserves.... • • • . . • • . • •• $ 695,444 
Discounts for member banks................ 24,955 
Other discounts and advances . • • • . • . . • • . • • • 884 
U. S. Government securities. ... ... .... . .• . .. 1,053,050 
Total earning assets. . . . • . . . . . • . . . . . . . . . . • 1,078,889 
Member bank reserve deposits.... . . . • . . . . . . 943,463 
Federal Resorve notes In actual circulation..... 787,541 

June 17, 
1959 

$ 711,068 
61,605 

884 
1,035,547 
1,098,036 

997,947 
776,091 

July 16, 
1958 

$738,747 
1,100 

o 
991,617 
992,717 
980,776 
729,057 

Subscription books were open July 20-22 for the 
Treasury's refunding of $13.5 billion of maturing 1 %
percent certificates and $473 million of maturing 4-per
cent notes. Offered in exchange for the maturing issues 
were a 4%-percent note to mature August 15, 1960, 
and a 4% -percent note to mature May 15, 1964. Ap
proximately 96 percent of the publicly held maturing 
securities were exchanged for the new issues. 
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The petroleum industry in July 
continued to be troubled with 
problems of satisfactorily equat
ing supply and demand for crude 
oil and refined products. Al

though total demand for the major refined products 
in the 5 weeks ended July 17 rose seasonally and was 
2 percent greater than a year ago, the year-to-year 
improvement was somewhat less favorable than was 
achieved 'by the petroleum industry earlier this year. 
Gasoline demand, which had been below seasonal ex
pectations earlier this summer, increased 4 percent. 
Demand for kerosene and residual fuel oil registered 
strong year-to-year gains, but demand for light fuel oils 
was notably weak. Distillate fuel oil demand declined 
more than seasonally to a level 6 percent lower than 
at the same time last year. 

Crude runs to refinery stills in the United States dur
ing the first half of July declined 1 percent but remained 
S percent above a year ago. District crude runs, which 
averaged 2,133,000 barrels per day, were 4 percent 
under the June level, principally because of the strike 
at a major gulf coast refinery. Lower production and 
a high level of demand reduced gasoline stocks by 4 
percent during the first part of July, compared with a 
normal seasonal decline of less than 2 percent. Although 
stocks of gasoline were 6 percent greater than a year 
earlier, prices firmed noticeably during July. Price wars 
were terminated in several major consumption areas, 
and the wholesale price of gasoline at gulf ports ad
vanced one-half to three-fourths of a cent per gallon 
during early July. However, gasoline prices still remain 
below the July 1958 level. Although stocks of kerosene 
and distillate fuel oil are considerably higher than a 
year ago and their prices continue weak, attention is 
now focused on the behavior of residual fuel oil stocks 
and prices. A prolonged steel strike could result in 
accumulation of stocks of residual fuel oil and subse
quent price erosion. 

Imports of crude oil during the 5 weeks ended July 
17 advanced 31 percent to a level 25 percent more than 
a year earlier. This relatively high rate was primarily 
due to efforts of refiners to use up old import quotas 
before the June 30 expiration date. During the same 
period, imports of refined products averaged 21 per
cent lower than a year ago. 

Crude oil production in the United States in the first 
part of July declined slightly to a level only 4 percent 
above the average rate in July 1958. With Texas limited 
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to 9 allowable days, District crude oil production aver
aged 2,866,000 barrels per day, or 5 percent less than 
in June and only 3 percent higher than a year earlier. 
Despite sharp reductions in output during July, crude 
oil stocks did not register a decline. On July 18, crude 
oil stocks in the Nation were 7 percent greater than a 
year earlier, kindling industry fears of another round 
of crude oil price reductions. 

Relatively large stocks of crude oil and refined prod
ucts were cited as the basis for low industry nominations 
and the continuation of reduced allowables in the Dis
trict states during August. Production allowables in 
both Texas and Louisiana will be increased only enough 
to provide for new oil wells in August. Texas production 
will be limited to 9 days, and southeastern New Mexico 
is scheduled for a 3-percent decline in production. 

Recent data indicate the continued growth of the 
southwestern-based natural gas industry. Sales of do
mestically produced natural gas to utilities and pipe
lines in May were 13 percent greater than a year earlier. 
Industrial sales, which registered a year-to-year gain of 
20 percent, accounted for most of the increase. 

Employment of nonfarm workers 
in the five southwestern states 
rose 15,400 to 4,298,100 in 
June, with the largest seasonal 
gains in manufacturing, trade, 

and transportation and utilities. Construction employ
ment was depressed by a strike which idled 5,000 work
ers in Arizona. The June total represented a year-to
year advance of 1.8 percent, compared with the May 
margin of 2.1 percent. On July 15, about 3,300 steel
workers at Houston and others at major steel-fabricat-

NONAGRICULTURAL EMPLOY:MENT 

Five Southwestern Stotes' 

Number of persons 

Jun o May Juno 
Type of employment 1959p 1959 1958r 

Total nonagricultural 
wage and salary workers .. 4,298,100 4,282,700 4,223,300 
Manufacturing . .. ........ 782.800 773,600 760,200 
Nonmanufocturing . . ...... 3,515,300 3,509.100 3,463.100 

Mining ...... . . . ..... . 258,100 253,800 255,600 
Construction • ••• • . • . .•• 
Transportation and public 

321,500 322,100 313,400 

utilities .. . ........ . . 397.600 392,100 399,800 
Trade . . . . .. . • .. •• ... . 1.042.900 1,036.800 1.028,500 
Finance •.• ......•..•.. 191,900 189,400 186.700 
Service .. ............ . 506,500 502.400 499,400 
Government . .......... 796,800 812,500 779,700 

J Arizona, Louisiana, New Mexico, Oklahoma , and Texas. 
p - Preliminary . 
r - Revised. 
SOURCE, State employment agencies. 

== 
Percont chango 
June 1959 from 

May June 
1959 1958 

0.4 1.8 

1.2 3.0 

.2 1.5 
1.7 1.0 

-.2 2.6 

1.4 _.5 
.6 . 1.4 

1.3 2.8 
.8 1.4 
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INDUSTRIAL PRODUCTION 

(Seasonally adjusted indexes, 1947-49 = 100) 

June 
Area and type of Index 1959p 

TEXAS 
Total industrial production... . 171 
Total manufactures....... •.• 208 
Durable manufactures...... . 248 
Nondurable manufactures .. . • 190 
Minerals . . . . • . • • . . • . • • . . • . 135 

UNITED STATES 
Total Industrial production.... 155 
Total manufactures..... . . . .. 159 
Durable manufactures. . . .. . . 172 
Nondurable manufactures.. .. 146 
Minerals. • • . • • . . • • . . • • . . • . 126 

p - Pre liminary. 
r - Revised . 

May 
1959 

175 
210 
245 
193 
142 

153 
156 
169 
144 
126 

SOURCES, Board of Governors of the Federal Ros.rve System. 
Federal Reserve Bonk of Dallas. 

April 
1959 

170 
206 
239 
191r 
136r 

150 
153 
164 
142 
124r 

Juno 
1958 

152r 
189r 
218r 
176 
116r 

132 
134 
139 
129 
112 

ing plants throughout the District were idled by the 
national strike. 

Unemployment in Texas increased seasonally by 
15,600 workers to a June total of 169,900, which is 4.7 
percent of the labor force. The unemployment rate in 
June 1958 was 5.8 percent. The number of initial and 
continuing claims for unemployment insurance in Texas 
was about unchanged from mid-June to mid-July. 

Industrial production in Texas declined 4 index 
points during June to an adjusted index of 171. Reduc
tions in petroleum output accounted for the June de
cline and point to further decreases in total production 
in July and August. Durable goods output continued 
to show strength, but nondurable goods production 
declined. During the first 2 weeks of July, electricity 
output in an area approximating the Eleventh District 
was about 19 percent higher than a year earlier; the 
Pacific Northwest was the only region with a greater 
gain. 

The important copper mining industry of Arizona 
and New Mexico showed considerable strength during 
the first half of 1959. Mine production in the two states 
rose in May to a level 29 percent higher than in May 
1958; and during the first 5 months of the year, output 
was up 14 percent from a year earlier. A further in
crease was indicated for June, despite some recent 
easing in demand. However, a major producer in the 
region reduced its output by 7 percent in mid-July. 

The net value of military contract awards to busi
nesses in the District states during the first quarter of 
the yeru- was down 31 percent from the final 3 months 
of 1958 and 16 percent from a year ago. However, 
Scattered reports suggest that there was greater stability 
in the level of these awards during the past few months, 

especially for the District's aircraft industry. During 
June and early July, one Dallas aircraft company re
ceived a $25.6 million Navy contract for additional jet 
fighter planes and a $1 million contract for develop
ment of a pilot escape cockpit for supersonic aircraft. 
Another Dallas aircraft firm received a multimillion
dollar portion of an Air Force contract to develop an 
air-borne electronics system. A rocket motor manufac
turer at McGregor, Texas, announced that it had been 
awarded almost $2 million in Air Force contracts for 
solid propellant research and development; and a 
Hurst, Texas, firm received a small Navy contract for 
the development of a jet-powered helicopter. 

The value of construction awards in the District 
states decreased 16 percent in May to a level 3 percent 
under a year earlier. This contraseasonal decline was 
led by decreases in nonresidential building and heavy 
engineering construction contracts. However, residen
tial awards also decreased from April, and their year
to-year margin of gain narrowed from 33 percent in 
April to only 6 percent in May. In June, nonresidential 
construction awards in Texas turned upward to reach 
the highest June level since 1949; and the total value 
of building permits in 17 District cities also turned up
ward - to a level 20 percent more than a year ago. 
Among major construction projects announced 
recently was a proposed 20,000-barrel petroleum proc
essing plant to be built near Orange, Texas, at a cost 
of $11 million. 

Average discounts on FHA-insured 5.25-percent 
new-home mortgages in the Southwest increased to an 
estimated 3.7 percent on July 1, compared with 3.0 
percent on June 1. Interest rates on conventional first 
mortgages in the region reached an estimated average 
of 5.95 percent on July 1, or up slightly from the 5.90 
percent prevailing earlier in the year. The interest rate 
ceiling on VA-guaranteed mortgages was increased 
from 4.75 percent to 5.25 percent during July. 

New business formations in the Southwest declined 
from May to June but continued well above a year 
earlier. New incorporations in the District states dur
ing June were 47 percent greater than in the same 
month last year, and new establishments reported to 
the Texas Employment Commission showed a year
to-year gain of 13 percent. Also reflecting the improved 
business climate, the number of business failures in the 
District decreased to 39 in June, compared with 44 in 
June 1958. The reported dollar liabilities of these busi
ness failures were down 15 percent from a year earlier. 
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BANK DEBITS, END-Of-MONTH DEPOSITS 
AND ANNUAL RATE Of TURNOVER Of DEPOSITS 

(Dollar amounts in thousand.) 

Debits to demand 
deposit accounts l Demond deposits l 

Percentage 
change from Annual rate of turnover 

June May June June 30, June May June 
Area 1959 1959 1958 1959 1959 1959 1958 

ARIZONA 
Tucson ••••••.••••••• $ 228,373 6 27 $ 130,489 21.1 19.7 20.4 

LOUISIANA 
Monroe •••• ••••••••• 76,560 0 9 61 ,766 16.4 18.2 16.9 
Shreveport •.•. . •.••. 312,167 7 16 197,231 19.1 17.9 17.9 

NEW MEXICO 
Ro.well .. .. ......... 37,485 8 24 31 ,558 14.3 13.4 13.0 

TEXAS 
Abll.ne ........ ... .. 99,154 5 21 65,527 18.4 17.9 16.7 
Amarillo •••...•••..• 224,658 8 26 123,576 22.7 22.0 19.1 
Austin •••••••••••••• 197,017 -6 18 155,884 15.4 15.7 15.4 
Beaumont ••• •••• " •• 158,106 2 9 102,805 18.5 18.0 16.1 
Corpus Christi ••••.••. 185,715 -1 6 11 2,762 20.3 20.2 19.1 
Corsicana ••••••••••. 16,023 6 3 20,099 9.5 8.9 8.4 
Dalla ••••.•..•.•••.. 2,682,782 8 16 1,142,356 28.4 26.4 26.6 
EI Pa.o •...........• 328,672 -2 14 160,239 24.5 24.5 23.0 
Fort Worth .......... 832,305 8 20 379,682 26.4 24.5 22.7 
Galveston ••• o ••••••• 87,893 12 4 65,592 16.2 14.9 15.4 
Houston •••••••••••• 2,625,432 7 18 1,253,178 25.3 23.8 22.6 
loredo .. •.•........ 27,030 -9 4 22,630 14.5 16.2 14.4 
Lubbock ............ 181,146 2 28 108,535 19.9 18.8 16.9 
Port Arthur ••. ....... 61,958 -4 0 44,202 17.0 17.4 16.4 
San Ang.lo •........ 55,696 13 16 45,807 14.6 13.0 14.4 
San Antonio ••••.••.• 634,019 7 16 398,302 19.2 18.1 17.4 
Texarkana ' .•• •••••. 21,953 0 12 15,658 16.6 16.2 14.6 
Tyler ............... 93,703 8 17 160,717 18.4 16.9 15.5 
Waco •••• •••••••••• 109,014 0 13 69,458 19.1 19.0 17.4 
Wichita Fall •••••.... 124,573 4 17 107,513 14.3 13.9 12.1 

Total-24 citl ••........ $9,401,434 6 17 $4,875,566 23.4 22.1 21.2 

1 Deposits of individuals, partne"hip., and corporations and of states and political 
subdivisions. 

:J These figures include only one bank in Texarkana, Texas. Total debits for all banks 
In Texarkana, Texas-Arkansas, including ono bank located In the Eighth DIstrict, 
amounted to $48,998,000 for the month of Jun. 1959. 

VALUE Of CONSTRUCTION CONTRACTS AWARDED 

(In thousands of dollars) 

January-May 
May April May 

Area and type 1959 1959 1958 

FIVE SOUTHWESTERN 
STATES' ....... , •• $ 322,240 $ 385,148 333,203 $ 
Re.ldentlal ....•.. 165,410 178,748 156,659 
All other .. . . . .... 156,830 206,400 176,544 

UNITED STATES ..... 3,541,858 3,722,338 3,389,168 
Residential ... .•.. 1,677,324 1,813,415 1,338,838 
All other ......... 1,864,534 1,908,923 2,050,330 

1 Arizona, louisiana, New Mexico, Oklahoma, and Texas. 
SOURCE, F. W. Dodge Corporation. 

1959 

1,700,461 
832,065 
868,396 

15,230,334 
7,126,054 
8,104,280 

CRUDE OIL: DAILY AVERAGE PRODUCTION 

(In thousands of barrels) 

1958 

$ 1,460,698 
622,272 
838,426 

12,983,524 
5,145,117 
7,838,407 

Chang. from 

June May June May 
Area 1959' 1959' 1958' 1959 

ELEVENTH DISTRICT. ....... 3,016.1 3,222.9 2,641.3 -206.8 
Texas •• •••• •••••••••••• 2,645.4 2,847.1 2,293.3 -201.7 

Gulf Coast ....... . .... 502.3 531.2 437.9 -28.9 
West Texas ••••••.••.. 1,178.2 1,294.9 975.9 -116.7 
Ea.t T.xas (proper)" •• . 141.2 158.9 122.3 -17.7 
Panhandl ............. 106.9 107.7 105.2 -.8 
Rest of State .......... 716.9 754.5 652.0 -37.6 

Southeastern New Mexico •• 255.0 258.8 234.7 -3.8 
Northern louisiana • ••••••• 115.6 117.0 113.3 -1.4 

OUTSIDE ELEVENTH DISTRICT. 3,989.9 3,962.7 3,700.0 , 27.2 
UNITED STATES ............ 7,006.0 7,185.5 6,341 .3 -179.5 

SOURCES, 1 Estimated from American Petroleum Institute weekly reports. 
" United State, Bureau of Mines. 
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June 
1958 

374.8 
352.1 

64.4 
202.3 

18.9 
1.7 

64.9 
20.3 

2.3 
289.9 
664.7 

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh federal Reserve District 

(In millions of dollars) 

June 24, May 27, June 25, 
Item 

ASSETS 
loans and discounts ••.. •.. •. • •• •.. • , ••.•..•.•• 
United States Government obligations ....••.•.. .. 
Other securities ••••.••.•••..••••.•.••.•.••..• 
Reserves with Federal Reserve Bank ..•.•••.•• •.. 
Cosh in vaulte • ••••..•.• ••• ••..•.•. ••• .. .• ... 
Balances with bonks in the United States •• • •• • . •.. 
Balonces with bonks In foreign countrlese •......•. 
Cash items in process of collection •• ••..•.•..• .•• 
Other ossetse ••••••••.•.••••. : .•.•..•.. . ...•• 

TOTAL ASSETS •.••.........•.........•.... 

LIABIlITIES AND CAPITAL 
Demand deposits of banks •.•......••.• .••...•• 
Oth.r demand d.poslts ••••......•............. 
Time deposits ••• •• .•. •••••.• .• ••• ...• •• .•.... 

Total d.posits ..... ... ............... .. ... . 
Borrowingse •.•............••• •. ...•. •••. .•.. 
Oth.r lia bllltiese .. . ......•.. : .... . .... . ..... . 
Total capital accountse ..•.••.•. " . •. ••••..•.•• 

TOTAL LIABILITIES AND CAP IT ALe ., ......... . 

e - Estimated. 

1959 

4,685 
2,541 

823 
935 
143 
995 

2 
544 
254 

~ 
1,081 
6,553 
2,180 

9,814 
113 

91 
904 

10,922 
= 

BUILDING PERMITS 

1959 1958 

4,596 $ 4,276 
2,645 2,628 

822 743 
961 974 
142 130 
992 1,160 

2 1 
512 461 
249 239 

10,921 10,612 

1,054 1,193 
6,627 6,416 
2,159 2,065 

9,840 9,674 
84 7 
94 92 

903 839 

10,921 10,612 

VALUATION {Dollar amounts in thousands' 

Percentage change 

June 1959 
NUMBER from 

6 mas. 1959 
June 6 mos. June 6 mos. May June camp. with 

Area 1959 1959 1959 1959 1959 1958 6 mos. 1958 

ARIZONA 
Tucson ••••••. 878 3,810 4,878 $ 15,705 22 465 90 

LOUISIANA 
Shreveport •••• 490 2,762 2,564 14,536 4 48 16 

TEXAS 
Abllen •...... 231 1,494 3,219 14,951 61 50 63 
Amarillo ••.• . • 299 1,842 3,337 20,016 -7 42 46 
Austin •.••.•.• 332 1,958 6,324 30,103 40 19 22 
Beaumont ••••• 406 2,228 2,068 9,063 64 60 21 
Corpus Christi •• 76 521 1,135 9,416 22 -38 -26 
Dallas ........ 2,253 13,687 11,958 91,333 -16 14 34 
EI Paso ... . . .. 723 3,656 5,380 30,301 47 -5 -1 
Fort Worth .... 717 5,035 5,383 25,737 ~9 11 5 
Galveston ••••• 134 705 248 1,719 -44 - 52 -20 
Houston ••••.. 1,629 9,463 17,809 108,278 0 -5 -2 
Lubbock . •. ... 362 2,059 5,960 32,498 -21 67 73 
Port Arthur .. .. 208 1,186 2,412 5,749 236 286 -21 
San Antonio ••• 1,613 8,898 5,198 32,042 11 -20 4 
Waco ••..•... 243 1,345 1,123 9,536 -67 4 55 
Wichita Falls .. 299 1,060 3,098 9,072 143 218 151 

Total- 17 clti.s •. 10,893 61,709 $82,094 $460,055 7 20 18 

GROSS DEMAND AND TIME DEPOSITS Of MEMBER BANKS 

Eleventh federal Reserve District 

(Ave rages of dally flgure •. In million. of dollars)' 

= 
GROSS DEMAND DEPOSITS TIME DEPOSITS I 

Reserve Country Reserve Country 
Date Total cHy bonks banks Total city banks banks 

1957, June ..... $7,265 $3,587 $3,678 $1,591 $ 849 $ 742 

1958, June • ... • 7,523 3,764 3,759 2,048 1,122 926 

1959, F.bruary .. 7,858 3,808 4,050 2,117 1,119 998 
March .... 7,794 3,827 3,967 2,129 1,119 1,010 
April •.... 7,800 3,797 4,003 2,151 1,133 1,018 
May ..... 7,674 3,751 3,923 2,156 1,125 1,031 
June •••.. 7,678 3,771 3,907 2,177 1,135 1,042 ---






