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1960 - ECONOMIC GAINS AND 
DISAPPOINTMENTS 

By surface indications, 1960 wa a year of moderate economic 
gains at very bigh levels, with more people employed than in any 
other year in America's history and with gross national product, 
industrial production, personal income, and retail sales at new 
records, averaging from 2 percent to 6 percent above 1959. 
Obscured by these yearly averages were the rising unemployment 
totals, the generally declining business pattern of the latter half 
of the year, and the rather sharply contrasting developments in 
a number of major industries. Indeed, for many businesses and 
individuals, 1960 was not a year of fulfillment in terms of the 
economic opportunities and advances widely anticipated at the 
end (!)f the previous year. Instead, 1960 was a year of disappoint
ment for many--disappointing to the producer, who had expected 
full utilization of increasingly efficient capacity in order to achieve 
rising profit levels; disappointing to the retailer, who bad antici
pated substantially higher sales· and, of course, disappointing to 
those individuals who became unemployed or underemployed 
by reason of production curtailments. 
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In fact, from an economic point of view, 1960 was intensive competItIOn from aluminum, copper, and 
a year of disappointment for the Nation as a whole, as plastics; smaller automobile requirements as compact 
the international financial problems of 1958 and 1959 cars became more important; slower oil drilling, which 
were re-emphasized in the latter part of the past year cut back pipe demand; and the realization by steel users 
and the outflow of gold -- stemming mainly from the that rapid deliveries could be expected, enabling them 
deficit in our balance of payments but reinforced by the to reduce inventory costs. 
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The Nation's disappointment could probably be ex
tended to include its sober realization that prolonged 
and arduous efforts will be required to meet the rising 
Communist challenge on a broad political, economic, 
and financial front. 

The Nation's economy showed a peak early in the 
year, remained virtually stable for about 5 months 
thereafter, and then slid downward by late summer and 
into the fall and winter. The causes of the recent decline 
in the economy might be labeled by some as a continu
ation of the cyclical pattern evident in the postwar 
economy and by others as a reaction against overly 
optimistic expectations of the economy's performance. 
Even before the year started, there were many who pre
dicted a 1961 recession and a few who believed that' it 
would start in 1960. Perhaps the 1960 downturn was a 
cyclical development, but even business cycles must 
have their generating causes. Thus, one must consider 
the important underlying influences which led to an 
economy of adjustment in 1960, rather than the econ
omy of abundant prosperity that was envisioned at the 
turn of the year. 

Most obvious among the group of dominant influ
ences was the changing inventory situation, especially 
in the steel industry. In no other industry was there 
such a wide fluctuation in inventories as that which 
occurred in the steel industry over the past 18 months. 
The rapid build-up in steel stocks in anticipation of the 
mid-1959 strike was followed by (1) liquidation during 
the strike, (2) then, exceptionally rapid accumulation, 
and (3) renewed liquidation. Thus, the steel industry 
contributed substantially to the instability in the 
Nation's economy during the past 2 years, although the 
total output of the country's steel mills reached nearly 
100 million tons in 1960 for a gain of more than 6 per
cent over the strike-reduced 1959 level. 

Miscalculations as to the supply of and the potential 
demand for steel led to a high rate of production, 
averaging about 94 percent of capacity in the first 
quarter, and inventory accumulation at rates which 
proved to be excessive. The lower than expected 
demand was a result of many factors, including more 

I BUSINESS REVIEW 

1: 1961 

60 

\ 
40 \ 

(Percent of copacity) 
1959--', 

',"'-------, 20 
o L-__________________________ ~ 

Inventory changes were not confined to steel but 
spread over a wide range of industries, many of them 
suffering from the same overoptimism about final 
demand. There was a rapid rise in raw materials inven
tories in early 1960, followed by a period of liquidation. 
A more slowly developing, though persistent, increase 
occurred in stocks of finished products. Total business 
inventories rose to a seasonally adjusted peak of $93.4 
billion in June, or $2.9 billion over January and $4.1 ' 
billion above June 1959. The sharp fluctuations in 
inventories accounted for many of the changes that 
occurred in gross national product during 1960. 
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Some observers stress the inventory change as a 
primary influence on the economy: With rising inven
tory levels not matched by sales increases, orders were 
reduced, production had to be curtailed, factory em
ployment declined, prices weakened, profit margins 
narrowed, and capital spending plans were cut back. 
Though it undoubtedly provides at least a partial expla
nation for the economy's performance in 1960, this 
sequence of events seems far too simple as it does not 
explain, for example, why consumers -- with steadily 
rising personal incomes -- were reluctant to make pur
chases proportionate to their increased buying power. 

Thus, inventory changes are both a cause and a result 
of basic trends in the economy. Be that as it may, 
their impact is most noticeable in the industrial produc
tion sector. Total industrial production for 1960, as 
measured by the Board of Governors' index, averaged 



108 percent of the 1957 base, or 3 percent above the 
1959 level. The strongest improvement of the year 
occurred in the mining sector, which rose 19 percent as 
iron ore and copper mines expanded output to be pre
pared for what was expected to be a record year for 
metal producers. By the end of 1960, however, the 
increase in stocks and ready availability of mineral sup
plies had markedly reduced both types of mining. Crude 
oil output for 1960 showed only a minor gain, and the 
industry sought to lower burdensome stocks. 

Durable goods output rose 3 percent in 1960 but by 
the fourth quarter was about 9 percent below the first
quarter level. Moreover, the year's advance should 
be discounted by the fact that 1959 contained the sharp 
Curtailment in durable goods production occasioned by 
the steel strike. Fabricated metals and machinery pro
duction provided most of the supporting strength in 
durables during 1960, though gains in clay, glass, and 
lumber and furniture output were also important. 

The most uniform improvement of the year occurred 
in nondurable goods production, which also averaged 

, 3 percent above the 1959 total. The gains in this sector 
reflected steady improvement through midsummer and 
only a minor setback during the fall and winter months. 
Increases occurred throughout the range of nondurable 
goods, but the largest advances were in the paper and 
printing and food and beverage categories. 

The weakening in industrial production - partic
ularly of durable goods - resulted in increased layoffs 
of factory workers during 1960, amounting to more than 
500,000, and contributed heavily to the rising unem
ployment levels. The trend of unemployment, which 
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totaled over 4 million by the end of 1960, was a com
posite of the usual frictional unemployment and struc
tural (or semipermanent) unemployment, coupled 
with cyclical aggravation. Equally serious was the 
apparent lack of sufficient strength in the economy to 
absorb the rising number of new entrants into the labor 
force . The unemployment pattern featured heavy con
centrations, especially, near the steadily declining coal 
and textile industries in the East and the steel centers in 
the Midwest. 
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The performance of the consumer contributed not 
only to the inventory fluctuations but also to instability 
in other sectors of the economy. From a rather slow 
start in early 1960 - attributed partly to weather con
ditions, partly to the seasonally slow period of the year, 
and partly to an unexplained reluctance to buy - con
sumer purchasing accelerated rapidly in the second 
quarter but showed a renewed surge of caution in the 
summer. The cautious buying attitude was mainly re
flected in the slackening in purchases of goods, in con
trast with the steady rise in service outlays. This con
sumer reluctance brought further downward pressures 
upon the economy and a build-up of consumer durable 
goods inventories. During tlle fourth quarter, however, 
consumer expenditures strengthened, providing a more 
optimistic sales picture. 
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Despite record personal incomes (at $404 billion) 
which were nearly 6 percent over the previous year, the 
consumer did not expand his purchases proportionately 
and actually reduced purchases of certain durable 
goods. Perhaps some of the consumer's caution was 
induced by the prospects of downward price adjust
ments, but even though there were some discounts from 
stated prices, the general level of consumer prices 
increased about 1.5 percent over 1959. The main 
increases were in service and housing costs, though sea-
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sonal advances also developed in food prices. Inasmuch 
as the past year was also an election year, at least a por
tion of the caution on the part of the consumer and the 
businessman could be attributed to the uncertainties 
generated by the political campaign. 
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Consumer attitudes toward future purchases showed 
a steady lessening of confidence until the third quarter 
and, even at that point, exhibited a marked degree of 
caution. As expected in such periods, the impact of the 
consumer's attitude of caution was reflected mainly in 
his pm-chases of consumer durable items. Sales of new 
automobiles, at 6.6 million units (including about 
500,000 imports), were substantially above the 1959 
level, but such consumption must be viewed in the light 
of the greater proportion of compacts in the sales com
position and the fact that in late 1959 there was a 
shortage of automobiles because of the steel strike. 
Thus, even though total sales expanded sharply over 
a year ago, this gain was lower than had been antici
pated; and with prod uction (totaling 6.7 million units) 
exceeding sales of domestic units by 500,000, the indus
try was plagued with exceptionally large inventories 
most of the year. 

Purcha es of other major consumer durables were 
down sharply in the last half of 1960, with anticipated 
price concessions, a fairly full consumer inventory, a 
decline in residential construction, and general uncer
tainties apparently responsible for the decline. Thus, 
output of appliances, television sets, and radios reached 
a peak in May and then decreased for the remainder 
of 1960. 

Consumer purchases of nondurables rose in the first 
half of 1960 to more than 4 percent above a year earlier, 
then slipped somewhat in the third quarter, but recov
ered to the second-quarter level in the final quarter of 
the year. As mentioned before, service expenditures 
continued to expand at a fairly uniform rate. Neverthe
less, total consumer spending increased less in 1960 
than it did in 1959, and most of the strength was in the 
early part of the year. 

A third major influence in the economic pattern of 
1960 was the capital expenditures of United States 
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businesses. Such expenditures were programmed for an 
exceptionally rapid rise in the early part of 1960 and, to 
some extent, achieved this expected gain; however, with 
the development of un utilized capacity, declining orders 
and sales, and the intense competition which narrowed 
profit margins, industry began to take a new and search
ing look at its capital spending program. After reaching 
a peak in the second quarter and then declining steadily 
for the remainder of the year, plant and equipment 
expenditures totaled $35.7 billion in 1960 and were 
about 10 percent above those of 1959. The largest 
gains OCCUlTed in manufacturing and railroad outlays, 
up 20 percent and 11 percent, respectively. (The only 
year-to-year decline among the major categories was in 
transportation other than railroads.) Thus, capital 
expenditures were an important supporting force in the 
economy in the early part of 1960, stimulating both 
industrial plant construction and, to a relatively greater 
degree, the demand for new machines and other capital 
goods. This strength i reflected in the steady output of 
business equipment in spite of the marked decline in 
farm equipment production. 
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Construction activity exerts an important influence 
on the demand for raw materials and, indirectly, on the 
demand for consumer durables. Since the total volume 
of new construction during 1960 showed only a small 
decline from the previous year, construction activity 
was not a major stimulant or depressant to the over-all 
economy. Gains occurred principally in public con
struction and in private commercial and industrial 
building. Federal Government expenditures for the 
interstate highway program were an important sustain
ing force, and municipal and state expenditures for 
educational buildings and highways increased. Indus
trial plant construction gains were a major feature of 
the private sector. 

These evidences of strength in construction were 
more than offset, however, by the persistent decline in 
residential construction. Home building, suffering .from 
an overhang of unsold new and used houses and from 
restraint by relatively high mortgage rates, declined 
irregularly throughout 1960, continuing the downward 



trend which began in early 1959. Private housing starts, 
averaging approximately 1,250,000 units in 1960, were 
nearly 17 percent below the year-earlier total. Custom 
building, rather than project or speculative construc
tion, was a continued feature of the housing market. 
With the increased availability of mortgage funds in the 
second quarter of 1960, there was some improvement 
in forward contracts, but unenthusiastic consumer de
mand more or less checked the number of new homes 
scheduled for construction. 
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Interwoven throughout this pattern of economic 
developments were the influences of export-import 
relationships of the United States. Total exports ex
panded to about $19.5 billion in 1960; special factors 
included some extraordinarily large exports of jet air
craft and cotton. However, there was still evidence that 
domestic firms were running into severe competition for 
many of their principal products. The advantages shown 
by advancing industrial technology in the United 
States supported, and perhaps strengthened, this Na
tion's hold on orders for machine tools, and foreign 
orders for such goods were a major sustaining force for 
the domestic industry. These factors - coupled with 
strong industrial production gains in Europe, which 
spilled over into foreign orders for United States prod
Ucts - brought an optimistic atmosphere to the export 
markets of tbis country. Imports declined to an esti
mated $15 billion, with decreases especially notice
able in automobiles and steel. 

The net impact of these varied forces during 1960 
produced an economy struggling to maintain its level 
of operation without an inflation stimulus. While this 
might seem to be a relatively minor adjustment, the 
"liquidation of inflationary psychology" has proved, in 
reality, to be one of the most important conditioning 
influences for the economy this past year. 

Within this context of national economic develop
ments, the Southwest showed some similar but many 
dissimilar economic trends, partly because of the smaller 
magnitude of upward and downward movements over 
the previous 2 years. The Southwest's economic posture 
Was influenced, and continues to be influenced, by its 
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differing structure and greater or lesser emphasis upon 
certain individual industries. Industrial production in 
this area, as measured by the Texas production index, 
remained relatively strong throughout 1960. The gains 
in late 1959 and early 1960 were well below those in 
the Nation, although the Texas index did not decline as 
much in late 1960. Consequently, for the year as a 
whole, the 2-percent gain in the Texas index failed to 
meet the 3-percent rise in the national index. 

Industrial production in the Southwest in 1960, con
centrating in the newer electronics industries and the 
continually gaining chemical industry, displayed a 
5-percent rise in total manufactures, which offset a 
3-percent decline in mining. The apparel, paper and 
printing, and food industries also showed substantial 
growth over 1959. The structure of the Southwest's 
industrial complex is an important factor in this manu
facturing strength, since primary metals (particularly 
steel) are not a major segment of the region's manufac
turing capacity. Instead, although some minor declines 
continued to occur in defense-related industries and in 
lumber and furniture manufacturing, the Southwest's 
industrial production in 1960 was featured by a con
stancy relative to tllat in the latter part of 1959. 

A major part of this steady performance can be at
tributed to the offsetting trends in the petroleum indus
try. District crude oil production was reduced 5 percent 
from the 1959 level as the industry sought and achieved 
a better balance in crude oil stocks. The number of 
allowable producing days for Texas was cut from 123 
in 1959 to 103 in 1960. This pressure of lower output, 
coupled with some crude oil price reductions, brought 
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a 17-percent decline in drilling activity, but wildcat 
well completions were off only 8 percent. In contrast, 
refining activity advanced 3 percent, with District refin
eries operating at 80 to 85 percent of capacity most of 
the year. The natural gas industry expanded operations 
moderately, and copper and nonmetallic mining in
creased relative to the strike-reduced 1959 levels. 

CRUDE OIL PRODUCTION AND REFINING 
ELEVEN TH FE DERAL RESERVE DISTRICT 
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Agricultural production in the Southwest showed 
some expansion over the high levels of 1959, partic
ularly such major crops as cotton, grain sorghums, 
peanuts, rice, and winter wheat. This stimulus was 
somewhat dissipated, however, by lower prices for these 
products. A continued rise in the numbers of cattle 
and sheep and a substantial increase in marketings of 
these types of livestock were more than offset by the 
sharp 17 -percent decline in meat animal prices. 

Trends in the construction industry in the Southwest 
did not appear to differ substantially from those de
scribed for the Nation as a whole. The overhang of 
unsold new houses was reportedly large in certain 
major markets, but it is doubted whether this was the 
primary restraining force on southwestern home build
ers. Instead, it appears that the Southwest has, for the 
first time in the postwar period, caught up to the imme
diate housing demands of the area. The existence of new 
uncertainties regarding the Southwest's growth trend 
also may have been an important factor affecting the 
home-building industry. With residential awards off 18 
percent, the total value of construction contract awards 
declined 4 percent. Only a strong and rising industrial 
and commercial sector sustained the industry in 1960. 
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These factors , together with the caution exhibited by 
consumers and others, were partly reflected in the South
west's employment picture. However, total nonagricul
tural employment in the five southwestern states rose 
1.3 percent in 1960, mainly because of increases in 
finance, service, and government employment. Manu
facturing and trade employment advanced modestly. 
Unemployment also increased, though, particularly 
in areas where petroleum production is a major 
local activity. 

Personal incomes improved in the Southwest, but 
the gain was relatively minor (about 3 percent) and 
was sharply below the average yearly gains during the 
postwar period. Perhaps this slower income advance, a 
rate less than half that shown by the Nation, can explain, 
to some extent, the lower rate of consumer purchasing 
in the Southwest, especially of automobiles and other 
automotive products. Whereas the Nation showed a 
marked gain in the number of new automobiles sold in 
1960, there was an actual decline in the Southwest. 

In fact, retail sales in this region were about 2 percent 
below those of 1959. In addition to automotive estab
lishments, the major types of retail outlets showing sales 
declines from a year ago were furniture, homefurnish
ings, and appliance stores and lumber, building mate
rials, hardware, and farm equipment dealers. The 
strongest sales gains were at apparel, food, and general 
merchandise stores. Eleventh District department store 
sales averaged 2 percent below 1959 levels, partly 
because of rising competition from new discount houses 
and suburban specialty shops. 

As in the Nation, though, the over-all perform~nce of 
the southwestern economy was at a high plateau, marred 
principally by the low level of operations of petroleum 
and associated industries and the decline in home 
bUilding. Even in the latter part of the year, however, 
the changes in general economic activity in the South
west were, on balance, relatively modest, continuing the 
region's record of resisting the downturns in the national 
economy. 

Financial D~velopments 

Within this economic environment, national financial 
developments in 1960 featured the increased availabil
ity of loanable funds and a concomitant easing of de
mands for credit in many sectors of the economy. Thus, 
it appears that the total volume of credit extended in 
1960 was about one-fourth lower than in 1959, with 
business and Federal Government requirements espe
cially reduced. 



Of course, the shifting trends and tone of the Nation's 
basic economic conditions were of prime importance to 
the 1960 financial developments, but there were several 
other significant factors, including subsidence of the 
inflationary stimulus. Foremost among these major fac
tors was the change in the Nation's fiscal position. As 
the Treasury moved from a large deficit for fiscal year 
1959 to a small surplus in fiscal year 1960, the change 
occasioned a significant dimunition in the demand for 
credit and had some marked effects on the credit and 
security markets. A second important influence was the 
shifting but reduced credit demands of businesses, 
consumers, and home buyers, as well as the rising vol
ume of private savings, which augmented the supply of 
loanable funds. 

Monetary policy was also a major factor in the finan
cial developments of the Nation this past year. The 
Federal Reserve System shifted its early-1960 policies 
designed to restrain the possible emergence of a specu
lative boom in favor of steadily easier policies pointed 
toward encouraging a stronger economy. As will be 
developed later, the policy changes were not only in 
direction but also in means of implementamon. 

The international financial relationships of the United 
States were an important influence upon the domestic 
financial scene and upon the fiscal and monetary poli
cies formulated to accommodate the changing economic 
pattern as the final 6 months brought a sharp accelera
tion in the gold outflow. The American people inter
ested themselves in the Nation's international financial 
position more in the last half of 1960 than at any other 
time in the postwar period. 
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The impact of the four major factors upon the bank
ing structure of the country is reflected in the change in 
bank reserve positions. Total reserves of all member 
banks moved downward from $18,878 million in Jan
uary to $18,104 million in April but then reversed direc
tion, as System policy shifted, and reached more than 
$19 billion by the end of the year. Free reserves of mem
ber banks (excess reserves less borrowings) moved 
from a substantial negative average of about $360 mil
lion in January and February to net free reserves of $41 
million in June and heavy average free reserves approxi
mating $600 million in early December. 

There were even greater differences in the volume of 
free reserves of reserve city banks and country banks. 
Throughout 1959 and 1960, country banks in the 
Nation maintained a free reserve position, although the 
magnitude of the free reserves shifted upward or down
ward largely in accordance with System policy. Of 
course, during 1960, the general trend of free reserves 
of country banks showed some improvement with the 
developing ease in monetary policy. In similar fashion, 
though showing a net borrowed reserve level, reserve 
city banks experienced a steadily declining net borrowed 
reserve position. 

Federal funds were available at decreasing rates of 
interest as bank reserves expanded. Member bank bor
rowings from the Federal Reserve banks were progres
sively reduced in 1960 until, by early December, the 
total for the Nation was less than $100 million - con
trasted with more than $1 billion in the early part of 
the year. 

These reserve positions reflected a number of chang
ing developments which affected aggregate banking 
statistics. Commercial bank deposits in the Nation im
proved modestly, as total demand deposits expanded 
slightly and time deposits advanced sharply. The ex
pansion in demand deposits stemmed principally from 
the gains in deposits of individuals, partnerships, and 
corporations since United States Government deposits 
declined. Time deposits, reflecting increased personal 
incomes and savings, showed a substantial growth at 
commercial banks and a moderate growth at mutual 
savings banks. 

With increased availability of reserves and some im
provement in deposits, banks had a greater supply of 
loanable funds, and total loans rose about 5 percent in 
1960, with most of the advance occurring in the first 
half of the year. The loan picture reflected moderate 
gains in business, agricultural, and consumer-type loans 
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DEPOSITS AT ALL COMMERCIAL BANKS 
UNITED STATES 
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but declines in security and nonbank financial loans. 
The ratio of loans to deposits for all banks in the Nation 
generally increased in the first half of 1960, reaching 
57.1 percent, but declined thereafter to an estimated 
end-of-year level of about 55 percent. 

These changes in loans, deposits, and reserves al
lowed considerable leeway for banks to enlarge their 
investment portfolios in the latter half of 1960. Total 
investments of all commercial banks declined steadily 
in the last part of 1959 and the early part of 1960 to 
a level of $74.1 billion in June but then expanded to 
more than $81 billion by the end of the year. On bal
ance, though, investments were less than 2 percent 
above the 1959 level. 

LOANS AND INVESTMENTS 
ALL COMMERCIAL BANKS IN THE UNITED STATES 

BILLIONS OF DOLLAR S 
120 

BILLIONS OF COLLAR S 
120 

110+---------.... ___ -----------110 

,,-------+-----------1100 

9°r-------~-------~ 90 
~, [INVESTMENTS 

'-.. ........... 
~._~ e 

801-----= ..... __ ,... ....... ...,... ,'-- 80 

--', ~ .. "; 
' .... ' ............ 0#' 

70~--~19~5Q9---L---'IM96~0~-~~ 70 

• - E.llmal,d , 

SO UR CE: Fed e ral Re" , vI BulleUn. 

I BUSINESS REVIEW 

1 :1961 

In the Eleventh District, banking indicators showed 
a somewhat different pattern, although total changes 
since the first of the year were similar. District member 
bank deposits advanced moderately; both demand and 
time deposits rose, but the greatest improvement over 
1959 occurred in time deposits. Total loans at these 
District banks expanded about 4 percent during 1960 
and were increasing approximately seasonally in the 
final quarter of the year. Commercial and industrial 
loans at the District's weekly reporting banks expanded 
more rapidly in the second half of 1960 than a year 
earlier, with the strongest advances in loans in the "all 
other manufacturing" category and loans to transpor
tation concerns. Compared with a year ago, loan 
extensions were slower to commodity dealers and manu
facturers of petroleum, coal, chemicals and rubber, and 
metals and metal products. 

The investment pattern of the District's member 
banks did not differ greatly from the pattern exhibited 
by all member banks in the Nation, in that investments 
were liquidated in the first half of 1960 but were in
creased in the latter half as bank reserve positions eased. 
Much of this fluctuation occurred in holdings of Govern
ment securities. In contrast, holdings of non-Govern
ments were moderately higher. 

The changes in banking aggregates discussed above, 
both in the District and in the Nation, reflected many of 
the changes occurring elsewhere in the economy, par
ticularly other financial developments. Outside the 
banking system, credit demands varied considerably 
from 1959. In the corporate market, an increase in new 
corporate issues, especially in the second and third 
quarters, brought the 1960 total to slightly more than 
the 1959 volume. The corporate market was congested 
in the latter part of the year, as weakness in the demand 
for long-term issues resulted in a build-up of dealer 
inventories of new corporate issues. The total volume of 
such new issues in 1960 probably reached approxi
mately $7 billion, or moderately above the 1959 total 
but well below the record in 1957. 

In the municipal market, new issues offered in 1960, 
estimated at about $7.1 billion, were less than the 1959 
total of $7.7 billion. However, with somewhat lower 
interest rates prevailing, the number of municipalities 
and states issuing new bonds rose sharply in the third 
quarter of 1960; and in the November general election, 
voters approved about $3.3 billion of new municip~l 
issues. The municipal market was affected by the same 
general trends influencing the other long-maturity 
markets but was stimulated by the necessity of meeting 



road bond and utility issues, some of which had been 
deferred from previous years. 

Mortgage loan demand, reflecting the substantially 
lower level of housing starts, was well below the 1959 
total. Interest rates on mortgage loans, though declin
ing somewhat, remained relatively high compared with 
previous years. However, the volume of mortgage credit 
extended failed to increase proportionately with the 
rising availability of mortgage funds. Increased savings 
of individuals and corporations provided a sharply ex
panding pool of funds from which mortgage loans could 
have been extended in much greater volume. 

Consumer credit requirements shifted considerably 
during 1960, with the rate of instalment credit advance 
slowing compared with both 1959 and the early part of 
1960. Net extensions of instalment credit averaged 
$203 million in the third quarter of 1960, against a first
quarter average of $403 million, and apparently were 
even lower in the fourth quarter. Much of the change 
exhibited by these figures reflected not only the decline 
in the volume of automobile paper but also the signifi
cant decrease in the amount of other consumer goods 
paper. Net instalment credit extensions for personal 
loans were strong throughout 1960 but were not equal 
to the year-earlier totals. Instalment credit rose to about 
$42.5 billion, and total consumer credit reached 
approximately $56.0 billion, with the year-to-year ad
vance of more than $4 billion in total consumer credit 
comparing with a $6.5 billion gain in 1959. 
700 
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The Federal Government's credit requirements also 
changed substantially during 1960, as its fiscal position 
moved from deficit to surplus. The Treasury's require
ments in early 1960 reflected a more than seasonal de
cline, and the total outstanding public debt decreased. 
The usual seasonal increases of the third and fourth 
quarters were lower so that, for the calendar year 1960, 
there was a slight reduction in the net public debt
Contrasted with a rise of $8 billion during 1959. The 
Use of advance refunding techniques to extend the av
erage maturity of the public debt was partially success
fUl, but the total volume extended did not exceed $8 
billion. The Treasury's actions in the market were com-

plica ted by the rather large shifts in Treasury debt own
ership which were taking place throughout 1960, but 
such financings were eased by the shift in monetary 
policy and the resultant increase in bank reserves. Net 
changes in outstanding public debt ownership during 
the first 9 months of 1960 showed that nonfinancial 
corporations sold or redeemed more than $3.5 billion 
of Government securities while Government and Fed
eral Reserve holdings increased over $2 billion. 

Monetary policy actions during 1960 were indicative 
of the flexibility of the central bank in the face of an 
uncertain economic picture and some unusual forces 
within the Nation's financial situation. From a policy of 
restraint in early 1960, which had been carried over 
from the previous year, Federal Reserve monetary and 
credit policies were gradually shifted to active ease by 
the end of 1960. Perhaps the most important features 
of this shift were the timing and the means of imple
mentation. By the start of the second quarter of the 
year, the Federal Reserve began to allow market forces 
to ease the position of banks to such an extent that net 
borrowed reserves declined from over $450 million in 
early January to net free reserves by late May. In large 
measure, this reserve change occurred because of the 
declining demand for bank credit. 

Reserve bank discount rates were lowered from 4 
percent to 3112 percent in early June and stock margin 
requirements were reduced in late July, as the System 
further recognized the lack of buoyancy in the economy 
and the decline in inflationary expectations. The sum
mer months brought a further easing in bank reserve 
positions through both open market operations and 
changes in regulation D which permitted member banks 
to count an increasing amount of their vault cash in 
meeting reserve requirements on demand deposits and 
reduced central reserve city bank reserve requirements 
from 18 percent to 17112 percent. In mid-August, Re
serve bank discount rates were lowered from 31/2 per
cent to 3 percent, the level prevailing for the rest of the 
year. 

In the fourth quarter, rather massive injections of 
Reserve bank credit were made by further changes in 
regulation D, allowing banks to count all vault cash in 
meeting reserve requirements and reducing central 
reserve city bank reserve requirements from 17112 per
cent to 16112 percent. These efforts by the System to 
increase the availability of bank reserves and the supply 
of loanable funds were designed to recognize the devel
oping decline in the domestic economy, to meet sea
sonal requirements of businesses and consumers in the 
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fourth quarter, and to offset the reserve effects of the 
enlarged outflow of gold. 

International considerations were an important fac
tor in both the financial and the economic developments 
of 1960. The net trade surplus, improving substantially 
to reach nearly $5 billion, was more than offset by the 
continued outflow of funds to meet military and 
economic aid commitments, to support United States 
troops and their dependents stationed abroad, and to 
meet the continuing capital outflow occasioned by ris
ing plant investment in foreign nations by United 
States firms. 

Important in the latter half of 1960 were the short
term capital outflows attracted by the differential in 
interest rates of the United States and foreign nations. 
Short-term government obligations of foreign nations 
brought a net advantage of more than 1 percent to the 
investor; and even some longer-term obligations, par
ticularly German issues, were of interest to many invest
ors. Thus, a growing volume of dollar balances was 
moved out of United States Treasury obligations and 
deposits in United States banks to be invested abroad. 
This process occasioned a further increase in foreign 
government or central bank dollar balances, part of 
which was converted to gold. The gold outflow, which 
amounted to only $134 million in the first half of 1960, 
expanded sharply so that, for the year as a whole, more 
than $1.9 billion was transferred to foreign ownership. 
The net effect on the monetary gold stock was some
what less since the International Monetary Fund sold 
$300 million in gold to the Treasury in early December, 
but the stock was below $18 billion at the end of 1960. 

All of the factors and considerations mentioned 
above were brought to bear upon the money and secu
rity markets of the United States during 1960. The 
changes which occurred in those markets reflected, of 
course, not only the intensity and dominance of the 
individual factors at any particular time but also the 
differing dealer and investor interpretations of these 
basic market forces. In addition, dealer holdings of 
Government securities increased rather sharply in early 
August and remained high for most of the rest of the 
year. 

Average monthly yields on 91-day Treasury bills 
declined from a January peak of 4.35 percent to an 
early-December level of about 2.27 percent, average 
yields on intermediates were reduced from 4.87 percent 
to around 3.49 percent, and yields on long-term Gov
ernment securities fell from 4.37 percent to about 3.87 
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percent. By the end of August, most of the 196? ~ecline 
in yields on United States Government secuntles had 
already occurred. 

Summary 

Economic and financial developments in the Nation 
and the District during 1960 were hardly those which 
many people had anticipated in the early part of the 
year, but, on balance, the economy did make so~e fur
ther advances. The economic adjustment developmg at 
midyear brought an unfavorable atmosphere to the 
domestic scene, and international balance-of-payments 
problems cast a cloud over the Nation's financial 
position. 

As the year closed, the dominant forces in the 
domestic economy were exerting more downward than 
upward pressures, though the margin of differen~e was 
not substantiaL Total business sales, orders, and mven
tories had been sliding irregularly downward for many 
months; home building was reduced; and unemploy
ment increases proved to be much larger than seasonally 
expected. Moreover, the decl~ne in p:ivate capi~al ex
penditures began to reflect md~stry s reappraIsal of 
its substantial unutilized capacIty and the marked 
pressures on profit margins. 0I1: the other hand, G?V
ernment spending was increasmg, consumer buymg 
improved somewhat, and gains in personal income and 
the high level of total employment seemed to provide 
an undercurrent of strength. Thus, economIC fore
casters face a familiar problem of timing, attempting 
to measure the developing power of the underlying 
forces against the further need for adjustme.nts t~ bal
ance inventory, sales, and employment relatlOnshlps. 



REVIEW 
BUSIN ESS, AGRICULTURAL, AND FINANCIAL CONDITIONS 

Eleventh District department 
store sales in November rose 
less than seasonally over 
October and were below a year 
ago. Department store inven

tories at the end of November were slightly under 
the October level and were about the same as a 
year earlier. Total new car registrations in the 
District's four major centers during November were 
higher than in either the previous month or the same 
month in 1959. 

Crude oil production in the District increased 
moderately during November and early December. 
Crude runs to refinery stills also advanced, but at a 
somewhat slower rate. As a result, crude oil stocks of 
District origin also rose slightly. District drilling 
activity remained well below a year ago, although 
the number of rotary rigs actively engaged rose 
significantly. 

Changes in reserve regulations highlighted ~ecent 
financial developments in the District. During No
vember and early December, both reserve city banks 
and country banks enjoyed the highest free reserve 
level of the year. In the 4 weeks ended December 14, 
time deposits of the District's weekly reporting 

Eleventh District department 
store sales during the December 
Christmas buying season failed to 
reach the 1959 record, though 
the margin of difference was 

small. Sales in November had continued below the 
year-earlier level, for the seventh consecutive month, 
with a 5-percent decrease, despite the fact that there 
was an additional trading day in November 1960. On 
a month-to-month basis, November sales rose 4 per
cent, or less than seasonally, reflecting the effect of 
cold, wet weather over most of the District in the latter 
part of November, when sales usually begin their sharp 
rise toward the pre-Christmas peak. The seasonally 
adjusted sales index declined to 163 percent of the 

member banks continued to grow, and loans rose 
substantially. Total investments were reduced, but 
holdings of Government bonds maturing after 5 years 
advanced noticeably. 

The total value of construction contracts awarded 
in the District states during October was 9 percent 
below September and 11 percent lower than a year 
ago. Residential awards declined in October and 
remained under a year earlier, but "all other" awards 
increased. 

The seasonally adjusted index of Texas industrial 
production declined to 171 during November but 
was 2 points above November 1959. Nonfarm em
ployment in the District states held virtually steady in 
November and was slightly above a year earlier. 
Unemployment in Texas during the month increased 
to 5.1 percent of the nonfarm labor force. 

District agricultural activity was at a low ebb during 
December as a result of cold, wet weather. Produc
tion of Texas citrus fruits this season is expected to be 
sharply above a year earlier. Pasture and livestock 
conditions remain favorable, although snow and rain 
have curtailed grazing and low temperatures have 
caused moderate livestock shrinkage. 

INDEXES OF DEPARTMENT STORE SALES AND STOCKS 

Eleve nth Fede ral Reserve District 

(1947-49 = 100)' 

SALES IDaily a verag e) 

Date Unadjusted 

1959: Novemb er __ . • . 208 
1960. Septemb er . • • • 159 

October . • • .. • 176 
Novemb er.. • • • 190 

r - Revised. 
p - Pre lim inary. 

Sea sonally 
ad justed 

179r 
166 
172 
163 

STOCKS (End of month) 

Unadjuste d 

207 
201 
2 11 
207p 

Seasonally 
adjusted 

188 
189 
192 
189p 

1947-49 average from 172 in October and 179 in 
November 1959. Cumulative sales for the first 11 
months of 1960 were 2 percent below sales in the com
parable 1959 period. 
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DEPARTMENT STORE SALES 

(Percentage change In retail value) 

Nov.mb.r 1960 from 
-------- 11 months, 

Area 

Total Eleventh District • ..•..... •• . ••.•••• .. 

Corpus Christi .... .. . ....... . ............ . 
Dallas ___ •• •. _ . • _ • •• •••• •.•••.•.• •••• . •• 
EI Paso ..... .. .......... ...... .... . .... . 
Fort Worth ••... • .•..••••••••••••.• • •..•• 
Houston .. ... . . . .. ... .. .. ... . ...... . .. . . 
San Antonio . . . ... .. .. . .. ... .... ... .... . . 
Shreveport, La ..... . .......••.....•...... 
Waco . ... .. . . ... .. ... . .... . ........... . 
Other cities ... . .. . . . .. ..... .... ....••.... 

Octob er Nove mb er 
1960 1959 

4 -5 
-5 -12 

6 -2 
3 -10 

11 -6 
-1 -4 

2 -7 
12 -7 
16 3 
5 -4 

1960 from 
1959 

-2 
- 6 

o 
- 12 

- 5 
o 

-4 
- 4 
-6 

1 

Women's and misses' dresses, with a 2-percent in
crease, were one of the few types of goods which 
recorded a year-to-year sales gain at the District depart
ment stores during November. Sales in most of the 
other major departments, both soft goods and con
sumer durables, registered declines from November 
1959. For example, sales of women's and misses' acces
sories were 4 percent lower, and sales of men's clothing 
were down 11 percent. 

Preliminary data indicate that department store 
inventories in the District declined slightly in Novem
ber and were approximately the same as at the end of 
November 1959. New orders placed for merchandise 
by the stores during November were slightly higher than 
in the preceding month but were 12 percent below a 
year ago. 

Total new car registrations in the District's four most 
populous areas in November rose 4 percent over Octo
ber and were 19 percent greater than in November 1959, 
when new-model production was being slowed by the 
steel strike. Both month-to-month and year-to-year 
increases were recorded in Dallas, Fort Worth, and 
Houston, but November registrations in San Antonio 
were lower than in either October 1960 or November 
1959. Cumulative registrations in the four areas 
through November were 3 percent below those in the 
first 11 months of 1959. 

Wet, cold weather generally 
~~. '~::~' \~- ' " bla~keted most of the District 
(~RI;ULTI1RE - dunng a major part of Decem-
~~~ ber, sharply curtailing field work 

and necessitating supplemental 
feeding of livestock. The over-all winter soil moisture 
conditions in the District are the best in many years ; 
in some areas, minor flooding has occurred. 

Snow over much of the High Plains and Trans-Pecos 
areas and in New Mexico delayed stripping of the few 
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CITRUS FRUIT PRODUCTION 

State and crop 

ARIZONA 

(In thou sands of boxes) 

Indicated 
1960 

Orong.s .... . ... .. ... ... .. 1,150 
Grapefruit . ..• •• •. • _... . .. 2,570 

LOUISIANA 
Orang.s ...... .. _ . . ... . . .. 275 

TEXAS 
Orang . ... . • • • • • . • • . • . . . • • 3,000 
Grop . fruit. • • • • . . • • • . . . • . . 6,700 

SOURCE, United Slates Department of Agricultur._ 

1959 

1,500 
3,220 

260 

2,700 
5,200 

Average 
1949-58 

1,062 
2,603 

178 

1,566 
3,090 

remaining fields of cotton, and inclement weather ham
pered completion of peanut harvesting in the Cross 
Timbers, Edwards Plateau, and south Texas. Snow in 
the Plains area of the District provided adequate soil 
moisture for winter wheat, and oats in most sections 
are in good condition. 

A light mid-December frost - which extended as 
far south as the Lower Valley of Texas - damaged 
some plantings of peppers, eggplants, and tomatoes in 
the Winter Garden, Eagle Pass, and Laredo areas. The 
movement of carrots, spinach, cabbage, and cauliflower 
is increasing in the Winter Garden section. 

Citrus harvesting is making fairly good progress, 
despite interruptions from rains. The size of Texas 
citrus fruits was relatively small early in the season, but 
rains in October and November resulted in steady im
provement in the size of the fruit. Following the severe 
1951 freeze, total citrus output in Texas declined to 
about 500,000 boxes, contrasted with over 28 million 
boxes a few years earlier. Subsequently, production has 
gradually increased as groves have been replanted and 
trees have reached bearing age. The indicated 1960 
output of both oranges and grapefruit in Texas is larger 
than the 1959 production and the 1949-58 average, 
but in Arizona the estimated outturns of both types of 
fruit this season are lower than in 1959. The Texas 
grapefruit crop is forecast at 6.7 million boxes, or 
almost 29 percent greater than a year earlier. Texas is 
the only major grapefruit-producing state whose out
put is expected to be larger than in 1959. In the Nation, 
grapefruit production is indicated at only 1 percent 
greater than in 1959 and 2 percent below average. 

Livestock in the District have remained in relatively 
good condition, despite cold weather and wet fields and 
pastures. At times, livestock have had to be removed 
from small-grain pastures in many areas because of 
boggy fields; consequently, feeding activity has been 
stepped up significantly. 
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During the 4 weeks ended 
December 14, increased reserves 
and reduced investments pro
vided the funds for a substantial 
expansion in loans by the weekly 

reporting member banks of the Eleventh Federal Re
serve District. Time deposits continued to grow, and 
demand deposits rose. The ratio of gross loans to total 
deposits was virtually unchanged, while cash accounts 
and total assets increased. 

Gross loans (excluding interbank loans) expanded 
almost $49 .0 million in the 4-week period, largely as 
a result of a $38 .1 million expansion in loans for pur
chasing or carrying securities. Commercial and indus
trial loans grew only $1.3 million. In the comparable 
period of 1959, gross loans increased $29.9 million. 
Government security holdings in the recent period fell 
$23,8 million, but non-Government holdings advanced 
$16.5 million. In the 1959 period, total investments 
rose $49.3 million, as both Government and non
Government security holdings expanded. Since mid
year, the District weekly reporting member banks have 
added approximately $65.9 million to their holdings 
of Government bonds maturing after 5 years; and 
although they reduced their holdings of Treasury bills 
and certificates by $46.6 million between January 20 
and June 15, their holdings of these securities had 
almost returned to the January level by December 14. 

Total deposits grew $61.7 million during the 4 weeks 
ended December 14, as demand deposits advanced 
$29.7 million and time deposits rose $32.0 million. 
Demand deposits of individuals, partnerships, and cor
porations and of domestic banks were substantially 
higher, but United States Government deposits declined 
markedly. The expansion in time deposits was largely 
accounted for by growth in the deposits of individuals, 
partnerships, and corporations. Time deposits have 
advanced steadily since June 15 and by December 14 
had increased almost $189.9 million to reach a pproxi
mately $1. 5 billion. 

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS 

(In thousands of dolla rs ) 

Item 

~~tal gold certiAcate reserv os •• • •. . .• ...... • 
OShounts for member banks . • .•.... . ... •. .• 
U t Sor discounts and advances ... .. ..... . .. . 
T ' t " Gov~rnm ent securities . . . . ............ . M a boarnlng assets .... . .. . ....... . ... . .. . 
F °dm or bank reserve deposits .. . ... .. . .... . 
e eral Reserve notes in actua l circulation •• . .. 

Dec. 14, 
1960 

669,173 
400 
348 

1,102,309 
1,103,057 

898,090 
837,055 

Nov. 16, 
1960 

711,509 
6,100 
1,276 

1,11 2,495 
1,119,871 

970,534 
822,526 

Dec. 16, 
1959 

711,271 
24,305 

260 
1,083,313 
1,107,878 

959,739 
821,355 

CONDITION STATISTICS OF WEEKLY REPORTING 
MEMBER BANKS IN LEADING CITIES 

Eleventh Federal Reserve District 

(In th ousands of dolla rs ) 

Dec. 14, Nov. 16, 
Item 1960 1960 

ASSETS 
Commercial and industrial loans • . ... ... . . ... . 1,551,81 6 1,550,473 
Ag ricultural loans ••• .... . ........ .. .... .. . . 32,287 33,336 
Loans to brokers and deal ers for purchasing 

or carrying : 
U. S. Government securities . . .. ... ... .... .. 29,1 45 274 
Other securiti es .. . .. ...... . . .. . ..... . . .. 23,407 21,284 

Other loans for purcha sing or carrying: 
U. S. Government securities ... .... . . .. ... .. 8,665 6,295 
Other securities . . . ... . .. .. .. . . .... . .. .. . 185,046 180,272 

Loans to nonbank Anancial institutions: 
Sales flnance, personal Anance, etc .. .. .. . ... 94,814 95,309 
Savings banks, mtg e. cos. , ins. cos., etc . .. .... 132,03 9 135,51 6 

Loans to foreign banks . • . . . . . .. . . . . . .. ..... 185 287 
Loans to domestic commercial banks •. .. . .. . .. . 49,158 92,5 10 
Real-estate loans ... .. . . . .. . . . ... . .... . .. .. 21 2,7 45 208,230 
All other loans . .. , .. ... , . .. . . , .. .. . . ' " . .. 758,396 748,27 3 

Gross loans .•... .. . . . ... .. ....... .. ..... 3,077,703 3,072,059 
Less reserves and unallocoted charge-offs • . 54,338 54,775 ---

N et loans .•• ....• .. .... .. .... . ... .. .... 3,0 23,365 3,017,284 
--- ---

Treasury bills .. .. . .. . .. . .. ... . ... . . . .. . . .. 82,197 116,377 
Treasury certiAcates of ind ebtedn ess . .. ... .. .. 32,987 32,557 
Treasury notes and U. S. Governm ent bonds, 

including guaranteed obligations, maturing: 
Within 1 year .. .... .. .. ... .... . . ...... . 147,696 117,621 
Aft. r 1 but within 5 years . ..•..... ....... 7 44,61 7 783,150 
After 5 years • .. ... . .... . . . ... . •. . .... . . 359,624 34 1,263 

Other securities • .... . .... •. ... ..... . •. . . .. 368,946 352,436 
---

Total investm ents . •.... .. .. .. .. . ... .. .. .. 1,736,067 1,743,404 ---
Cosh items in process of collection . .... . .... • . 534, 172 588,618 
Balances with banks in the United States • . . .. . . 61 7,62 4 499,599 
Balances with banks in foreign countries . ...... 2,0 23 1,923 
Currency and coin . . . . . .. . .... . .... . ... . .. . 57,897 52,073 
Reserves with Federal Reserve Bank . .... . .. ... 529,479 572,758 
Other assets . . . ... .. .. .. . ... ....... . .... . . 214,871 208,863 

---
TOTAL ASSETS . • . . . . . .. .. •• ....... . .. 6,715,498 6,684,5 22 

LIABILITIES AND CAPITAL ACCOUNTS 
Demand deposits 

3,006,806 2,9 27,797 Individuals, partnerships, and corporations .... 
United States Government • .. . .... . . .... . . 60,795 157,8 27 
States and political subdivisions • . . '. ' . ...... 218,001 213,257 
Banks in the United States .... .. .. ... •. .. .. 1,17 1,302 1,1 26,455 
Banks in foreign countries . . ... ... . . ... . ... 15,751 17,399 
Certifi ed and ofAcers' checks, etc .. . .•...... 60,004 60,212 

---
Total demand deposits ... . .. ... .. . ... . . 4, 532,659 4,502,947 

---
Time deposits 

1,20 2,504 1,181 ,9B3 Individuals, partn erships, and corporations . • • . 
United States G overnment . .... . . . . .. ..... 12,513 9,913 
Posta I savings •. ... .. . .... .. .. .... . .... . 394 394 
States and political subdivisions . . . . .. .. .. .. 237, 447 22 8, 295 
Banks in the U. S. and foreign countries • ..... 10,074 10,355 

- --
Total tim e deposits . . •.. .... . . . .. .. .. .. 1,462,932 1,430,940 

---
Total deposits . . . . . . .. .. .... .. .. .... 5,995,591 5,933,887 

Bills pa yabl e, rediscounts, etc . • .. .... • .. . . .. . 17,559 45,934 
All other liabilities .. .. .... . .. ... .. . . .. . .... 129,479 134,781 
Capital accounts .... ... ... ... ... .. ... . .... 572,869 569,920 

TOTAL L1ABtLiTIES AND CAPITAL ACCOUNTS 6,715,498 6,684,5 22 

Dec. 16, 
1959 

1,537,854 
31,825 

5,298 
12,43 9 

8,942 
183,645 

142,085 
113,0 11 

440 
52,2 15 

207,2 11 
72 4,252 

3,019,217 
49,774 - - -

2,969,4 43 
---

58,85 2 
39,568 

99,168 
776,550 
320,853 
361,152 

- --
1,656,1 43 
---

538,627 
5 15,669 

1,953 
5 2,600 

546,917 
219,829 
---
6,501,181 

3,010,552 
127,834 
237,064 

1,049,768 
16,100 
74,085 

4,515,403 
---
1,056,7 33 

6,2 55 
42 1 

158,797 
6,61 2 - --

1,228,818 

5,74 4,221 
93, 253 

123,006 
540,701 

6,501 ..ill, 

Total reserves of all District member banks increased 
markedly during November and early December as a 
result of the net effect of changes in regulation D allow
ing all vault cash to be counted as legal reserves but 
also raising the legal reserve requirements for country 
banks by 1 percent. Since country banks tend to hold 
large amounts of cash, their reserves rose more rapidly 
than those of reserve city banks. However, at both types 
of banks, excess reserves advanced, borrowings from 
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RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Rese rve District 

(Averoges of daily figures. In thou sands of dollars) 

Item 

RESERVE CITY BANKS 
Total reserves hel d ... ... .. .. . . 

With Fe deral Reserve Bank • .. . 
Cash allowe d as reserves . ... . 

Required reserves • ••••..••.... 
Excess reserves . ............. . 
Borrowings •.• ••.•.. ••..•• •.. . 
Free reserves ... .•. •..••••••.. 

COUNTRY BANKS 
Total reserves held .•.......... 

With Federal Reserve Bank ... . 
Ca sh allowed as reserves . ... . 

Required reserves . •• • •..••••.• 
Excess reserves . ............. . 
Borrowings •.. •• .. ••••..•• ..•. 
Free reserves • ... • .•...•••••.. 

All MEMBER BANKS 
Total reserves held .••...•.••.. 

With Federal Reserve Bank .. . . 
Cash allowe d as reserves . .. . . 

Required reserves .•. . ... .. .... 
Excess reserves . ..•......•.... 
Borrowings .. ......... •.. ..... 
Free reserves . .. .. .. .. .. ..... . 

5 weeks ended 
Dec. 7, 1960 

576,095 
554,015 

22,OBO 
565,342 

10,753 
o 

10,753 

485,800 
430,550 

55,250 
415,199 

70,601 
6,123 

64,478 

1,061,895 
984,565 

77,330 
9BO,541 

81,354 
6,123 

75,231 

4 weeks ended 
Nov. 2,1960 

565,590 
555,455 

10,135 
557,902 

7,688 
72 

7,616 

459,514 
429,992 

29,522 
396,573 

62,941 
9,762 

53,179 

1,025,104 
985,447 

39,657 
954,475 

70,629 
9,834 

60,795 

Month of 
Nov. 1959 

552,632 

546,512 
6,120 

21,254 
-15,134 

461,903 

414,061 
47,842 

9,976 
37,866 

1,014,535 

960,573 
53,962 
31,230 
22,732 

NOTE. - Regulations permitting member banks to count part of the ir vault cas h in 
meeting reserve requirem ents became effective in December 1959; effective November 
24, 1960, all vault cash can be counted in meeting reserve requ irements . On January 
1, 1960, the reserve computation period for country member banks was changed to a 
biweek ly basis. Therefore , monthly data comparable to year~earlier material are not 
available . 

the Reserve bank declined, and, thus, free reserves 
reached record levels. 

Total earning assets of the Federal Reserve Bank of 
Dallas declined $16.8 million between November 16 
and December 14, as discounts and advances and hold
ings of United States Government securities were 
reduced. Federal Reserve notes in circulation rose 
$14.5 million during the period to a level $15.7 million 
above a year earlier. Gold certificate reserves decreased 
$42.3 million in the 4 weeks ended December 14 and 
were $42.1 million less than a year ago. 

NEW PAR BANKS 

. The Seminary State Bank, Fort Worth, 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 date, 
December 1, 1960. The officers are: Walter Wallerich, 
President; Bill G. Allen, Executive Vice President· and 
David T. Joyner, Cashier. ' 

The First Bank and Trust of Richardson Richardson 
Texas, an insured nonmember bank locat~d in the ter: 
ritory served by the Head Office of the Federal Reserve 
Bank of Dallas, was added to the Par list on its opening 
date, December 15, 1960. The officers are: Charles T. 
Boyl~, Chairman of the Board; Charles W . Murphy, 
Prestdent; Eugene Geyer, Executive Vice President· and 
Maurice A. Tharp, Jr., Vice President and Cashi~r. 
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A slightly less than seasonal 
advance in total demand for the 
four major petroleum products 
during late November and early 
December concealed significant 

increases in the demand for kerosene and fuel oils dur
ing the first 2 weeks in December. The market for 
heating oils was generally weak during November 
because of abnormally warm weather, and discounts 
from listed prices occurred; however, with the advent 
of cooler weather in early December, discounts were 
eliminated and fuel oil prices firmed. Total new supplies 
of refined products, measured by crude oil runs to refin
ery stills and refined product imports, advanced at a 
somewhat slower rate than is expected for this time 
of year. Refineries throughout the Nation operated at 
80 percent of capacity in mid-December. As the in
crease in demand exceeded the advance in new supplies, 
total inventories of the four major refined products 
declined. 

District crude oil production during the first half of 
December, averaging 2,959,000 barrels daily, ad
vanced about 5 percent, primarily because of the higher 
Texas allowable; crude oil production in the Nation 
also increased. Imports of crude oil, however, decreased 
contraseasonally, and during the week ended December 
16, crude oil imports east of California declined to 
the lowest level in the past 12 months. Crude oil stocks 
of District and national origin rose slightly but remained 
well below a year earlier. 

Total drilling activity during November and early 
December in the District, as well as in the Nation, 
continued well below the comparable 1959 period, 
although the average number of rotary rigs active in the 
District increased significantly. Both total well com
pletions and total footage drilled declined . 

January production of crude oil in the District should 
rise somewhat because of a slight increase in the south
eastern New Mexico allowable; however, all other 
crude oil-producing states in the District have an
nounced that January production schedules will be at 
the December level. Elsewhere in the Nation, output 
should increase slightly more than in the District. 

The total value of construction 
contracts awarded in the five 
southwestern states in October 
amounted to $280 million, which 
is 9 percent lower than in Sep

tember and 11 percent below October 1959. Residen-



INDUSTRIAL PRODUCTION 

(Seasonally ad iusted Indexes, 1947·49 = 100) 

Nove mb er Octob er Septemb er Nove mb er 
Area and type of ind ex 1960p 1960 1960 1959 

TEXAS 
Tatallndustrial praductian • •• • 17 1 173 174r 169 
Total ma nufactures • . . •• . ... 2 15 217 216 209r 
Durable manufactures . . . .. .. 250 253 252 24 1 r 
Nondurabl e manufactures . • . • 199 201 200 192 
Mining • . • . ..........•.. . . 128 130 132r 131 

UN ITED STATES 
Totallndultrlal production • •• • 159 162 162 156r 
Total manufactures • •••.• .. . 157 160 161 154 
Durabl e manufactures •. • . ... 16 1 165 166 156r 
Nondurable manufactures ••.• 158 159 159r 157 
Mining •.•. . . •. •. . ••• . •.. . 126 126 127r 126 
Utilities •• •••••. • • • . ••• • ••• 295 295 295r 274r 

P - Preliminary, 
r - Re vised. 
SOU RCES , Board of Geve rno rs of the Federal Reserve Syste m. 

Federal Reserve Bank of Da llo$, 

tial awards decreased one-fourth during October, while 
"all other" awards rose slightly above September. 

Construction contracts awarded in the District states 
during the first 10 months of 1960 totaled almost $3 .3 
billion, or 4 percent below the comparable 1959 period. 
The decline occurred wholly in the residential sector, 
which was 18 percent below January-October 1959; 
limiting the decline in the total value of southwestern 
contract awards was the 8-percent gain in the "all 
other" sector, which includes heavy engineering and 
nonresidential building. 

The seasonally adjusted index of Texas industrial 
production during November declined to 171 from the 
October level of 173 but was 2 points above November 
1959. Total manufacturing decreased from October as 
a result of slight declines in both nondurable and du
rable goods production but was 6 points above a year 
earlier. In the nondurables industries, decreases in the 
output of petroleum products, textiles, and paper offset 
advances in the output of food, apparel, printing, and 
chemical products. For the durable goods industries, 

NONAGRICULTURAL EMPLOYMENT 

Five Southwestern Stotes 1 

Number of persons 

November Ocrober Novemb er 
Type of employment 1960e 1960 1959r 

Total nonag ricultura l 
wag e and sala ry workers . • 4,440,000 4,443,200 4,392,300 
Manufacturing • . . . . . . .. .. 779,900 780,300 784 ,600 
N onmanufacturin g . . • . . .. • 3,660,100 3,662,900 3,607,700 

Mining . • . • . .. .•• . ... . 24 1,800 24 1,100 248,700 
Construction • ... . ...•.. 307,000 313,400 303,200 
Transportation and 

public utili ti es . . . . .... 40 2,700 404,300 407,600 
Trade . . . . .. . . .. . .. .. . 1,100,800 1,099,300 1,092,300 
finance .. • .... • .. . . . .. 201,400 201 ,800 193,400 
Service • . . .. . . . . . ..... 550,900 550,400 535,300 
Government • . ......... 855,500 852,600 827,200 

1 Arizona, Louisiana, N ew Mexi co , O klahoma, and Texas. 
e - Estimated. 
r - Revised . 
SOURCES, 'State e mp loyme nt ag encies. 

Federal Rese rve Bank of Dallas. 

Percent change 
Nov. 1960 from 

Oel. Nov. 
1960 1959 

- 0.1 1.1 
- .1 - .6 
-.1 1.5 

.3 - 2.8 
- 2. 1 1.3 

-.4 -1.2 
.1 .8 

- .2 4. 1 
.1 2.9 
.3 3.4 

declines in the manufacture of transportation equip
ment, electrical machinery, fabricated metal products, 
and furniture counterbalanced substantial gains in the 
output of machinery and primary metals. Mining de
creased because of a 2-percent reduction in crude 
petroleum output. 

Nonfarm employment in the District states held vir
tually steady at 4,440,000 during November as sea
sonal increases in government, services, and trade more 
than offset declines in manufacturing, construction, 
finance, and transportation and public utilities. Com
pared with a year earlier, there were decreases in 
manufacturing, mining, and transportation and public 
utilities employment, while all other sectors showed 
increases. Unemployment in Texas rose moderately in 
November to reach 184,300, or 5.1 percent of the 
nonfarm labor force. Average weekly insured unem
ployment benefit requests during November set an all
time record for the month and were above both October 
and a year ago. 

ELEVENTH FEDERAL RESERVE DI STR ICT 
~ Dalla l Heod Off ice Territory 

IIIIID HOU l ton Branch Terrllory 
1\:;:::::;:1 Son Anlon lo Branch Terr ito ry 
~ EI Puo Branch Territory 
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BANK 'DEBITS, END-OF-MONTH DEPOSITS 
AND ANNUAL RATE OF TURNOVER OF DEPOSITS 

(Dollar amounts in thousands)' 

Debits to demand 
d eposit accountsl Demand deposits I 

Percent 
change from Annual rate of turnover 

November Oct. Nov. Nov.30, Nov. Oct. Nov. 
Area 1960 1960 1959 1960 1960 1960 1959 

ARIZONA 
Tucson ••••.•.•••••.• $ 224,725 6 2 $ 130,292 21.1 20.6 18.6 

LOUISIANA 
Monroe •• • • ••••••••• 84,740 4 2 52,458 19.3 19.2 18.7 
Shreve port ••••.•..•• 332,527 4 10 184,085 21.8 21.4 18.7 

NEW MEXICO 
Roswell ••••• •• •••••• 45,155 3 6 31,972 17.0 17.3 16.1 

TEXAS 
Abilene ••••••••••••• 105,317 5 8 64,246 19.0 18.1 18.1 
Amarillo . . .. .......• 225,255 0 -3 117,898 23.0 23.4 23.6 
Austin ••• • • •••••• ••• 205,903 0 1 142,986 17.4 17.6 16.1 
Beaumont ••••••••••• 162,704 3 10 107,196 19.0 19.4 16.9 
Corpus Christi ••••.••. 189,095 5 8 107,621 20.9 20.2 19.1 
Corsicana •••.••••••• 15,981 - 18 -8 19,662 9.7 12.1 10.3 
Dallas ...•.. .. .. ... . 2,863,600 6 7 1,156,563 29.6 27.8 28.2 
EI Paso •.•........•. 354,966 6 -4 169,727 25.1 24.2 26.3 
Fort Worth .......... 737,730 -2 1 383,066 22.9 24.0 23.3 
Galveston • • .• •••••• • 86,241 -9 -5 58,403 17.4 19.0 17.4 
Houston •••••••• •••• 2,510,670 1 4 1,325,945 23.2 23.5 23.0 
Lared:> ••••••••• •••• 26,021 -2 -2 21,542 14.5 14.9 14.3 
Lubbock ...•.•..... , 244,347 18 -4 11 5,928 26.5 23.2 26.5 
Port Arthur •...••.•.. 60,906 - 9 4 45,135 16.6 18.8 16.2 
San Ang elo • •• •••• • • 51,191 -8 -2 47,646 13.0 14.3 13.8 
San Antonio .. .... ... 570,544 -2 -1 377,083 18.2 18.7 18.6 
Texarkana ll ••• •••••• 22,246 - 8 7 17,133 15.5 16.9 15.6 
Tyler •.•. ........• . . 83,720 1 2 57,072 17.3 17.2 16.4 
Waco ••.... .... .• o. 102,095 -7 3 70,962 17.3 19.0 17.2 
Wichita Falls ••...•.• 113,084 1 -6 96,822 14.0 13.9 13.7 ----

Tolol-24 cities •....•.• $9,418,763 4 $4,901,443 23.2 22.9 22.6 

1 Deposits of individuals, partnerships, and corporations and of states and political 
subd ivisions . , 

~ These figures include only two banks in Texarkana, Texa s. Total debits for all banks 
in Texarkana , Texas·Arkonsas, including one bank located in the Eighth District, 
amounted to $51,583,000 for the month of Nove mber 1960. 

GROSS DEMAND AND TIME DEPOSITS OF ME,MBER BANKS 

Eleventh Federal Reserve District 

(Averages of dally figures. In millions of dollars) 

GROSS DEMAND DEPOSITS TIME DEPOSITS 

Reserve Country Reserve Country 
Date Total city banks banks Total city banks banks 

1958, November. 7,828 3,832 3,996 2,090 1,131 959 
1959, November. 7,919 3,823 4,096 2,100 1,077 1,023 
1960, July ...•.. 7,421 3,772 3,649 2,184 1,104 1,080 

August • ••• 7,506 3,745 3,761 2,280 1,143 1,137 
September. 7,577 3,814 3,763 2,317 1,170 1,147 
October ... 7,699 3,875 3,824 2,368 1,198 1,170 
Nove mber. 7,879 3,933 3,946 2,426 1,229 1,197 

DAILY AVERAGE PRODUCTION OF CRUDE OIL 

(In thousands of barrels) 

Change from 

November Octob er November Octob er November 
Area 1960' 1960' 1959' 1960 1959 

ELEVENTH DISTRICT. ....... 2,834.9 2,781.5 2,941.1 1.9 -3.6 
Texas .. ..••.•..•••••• •• 2,465.6 2,415.5 2,560.0 2.1 - 3.7 

Gulf Coost. ........... 447.6 436.5 467.6 2.5 -4.3 
West Texas • ••••••• ••• 1,104.7 1,075.0 1,143.5 2.8 -3.4 
East Texas (proper) •.... 125.2 121.2 136.5 3.3 - 8.3 
Panhandle •........... 101.2 101.8 109.0 -.6 - 7.2 
Rest of State ..... . .... 686.9 681.0 703.4 .9 -2.4 

Southeastern New Mexico .. 258.8 255.5 248.6 1.3 4.1 
Northern Louisia na •••• •.• 110.5 110.5 132.5 .0 -16.6 

OUTSIDE ELEVENTH DISTRICT . 4,134.9 4,036.3 4,040.5 2.4 2.3 
UNITED STATES ............ 6,969.8 6,817.8 6,981.6 2.2 -.2 
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CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federal Reserve District 

(In millions of dollars) 

Nov.30, 
Ite m 1960 

ASSETS 
loans and discounts ••••..•••.•••••••.•..••• 4,922 
United States Government obligations • ••••• • .• 2,540 
Other securities •• •.•• .•. ••...•.• ...• •.•..• 852 
Reserves with Federal Reserve Bank ••••••••.• 882 
Cash in vaulte •...•.•••••••••••••••.•.•••• 157 
Balances with banks in the United States •.•••• • 1,297 
Balances with banks in foreign countriese •••.. • 2 
Cash items in process of collection ••• ••••••.•• 579 
Other assetse ••••••. •••• •••..•• •. •• ••• . .•• 293 

TOT AL ASSETse .... .... ... .. ........ ... 11.524 

LIABILITIES AND CAPITAL ACCOUNTS 
Demond deposits of banks • ••• •.•.. ..•..•. •. 1,262 
Other demand deposits ••••••..••••••••.••.. 6,638 
Time deposi ts •• . • ..••••.••.•••..•••••••••• 2,451 

Total deposits .......................... 10,351 
Borrowingse ••••.. .••••••.•••• . •• ••.•.••.. 24 
Other liabilitiese ••• . ..•••••• •••.• •. ••••.•• 170 
Total capital accountse ••••..•..•• ••. •• ••• •• 979 

TOTAL LIABILITIES AND CAPITAL 
ACCOUNTSe .............. .... ... .. .. 11 ,524 

e - Estimated. 

Oct. 26, 
1960 

4,953 
2,553 

850 
959 
15 6 

1,057 
2 

522 
296 

11,348 

1,159 
6,628 
2,386 

10,173 
48 

160 
967 

11 ,348 

VALUE OF CONSTRUCTION CONTRACTS AWARDED 

(In thousands of dollars) 

Nov. 25, 
1959 

4,755 
2,535 

850 
975 
141 

1,063 
3 

542 
319 

11,183 

1,167 
6,719 
2,096 

9,982 
122 
134 
945 

11,183 

January-October 
October Septembe r October 

Area and type 1960p 1960 1959 

FIVE SOUTHWESTERN 
STATES ' ... ... ..... 280,338 306,322 313,069 
Residential. .••..••• 103,327 136,495 138,423 
All other ........ ... 177,011 169,827 174,646 

UNITE£> STATES ....... 3,31'9,145 3,087,150 3,134,500 
Residential ..••..• •• 1,390,402 1,272,271 1,514,953 
All other ... ........ 1,928,743 1,814,879 1,619,547 

1 Arizona, Lou isiana, New Mex ico, Oklahoma, and Texas . 
p - Pre liminary. 
SOURCE, F. W. Dodge Corporation . 

BUILDING PERMITS 

1960 1959 

3,256,857 3,397,341 
1,316,860 1,606,533 
1,939,997 1,790,808 

30,787,525 31,714,027 
13,006,031 15,077,614 
17,781,494 16,636,413 

VALUATION (Dollar amounts in thousands) 

Percent change 

Nov. 1960 
NUMBER from 

11 months, 
Nov. 11 mos. Nov. 11 mos. Oct. Nov. 1960 from 

Area 1960 1960 1960 1960 1960 1959 1959 

ARIZONA 
Tucson •••••••. 776 9,390 $ 2,396 $ 35,132 -31 -16 -4 

LOUISIANA 
Shreveport •••• 324 4,876 846 22,616 -32 -61 -13 

TEXAS 
Abilene ••.•• •• 112 1,711 1,499 21,765 -48 -18 -16 
Amarillo •• ..•• 195 3,373 1,785 30,785 -18 -8 -9 
Austin •.. •.. •• 256 3,165 2,595 40,186 -15 2 -25 
Beaumont •••.. 274 3,349 1,984 17,174 11 50 -15 
Corpus Christi •• 262 1,037 910 10,830 29 14 -41 
Dallas ........ 1,788 23,248 9,869 128,914 -13 -6 -19 
EI Paso . •..... 395 6,114 5,077 44,310 70 1 -27 
Fort Worth .. .. 459 6,967 3,814 43,903 18 -38 -21 
Galveston •••.• 114 1,418 334 5,982 147 241 65 
Houston ••••.• 882 12,892 14,356 274,414 -51 2 34 
Lubbock .. .. .• 252 2,534 2,525 34,977 49 -11 -34 
Port Arthur ••.. 188 2,030 598 9,460 68 45 2 
San Antonio •.• 995 12,922 3,056 52,747 19 16 -5 
Waco ••. .••. • 235 2,581 1,235 15,857 -25 28 -4 
Wichita Falls .• 109 2,561 2,606 26,330 13 653 103 

Tota l-17 cities . • 7,616 100,168 $55,485 $815,382 -22 -2 -4 




