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fi"st-half expansion 

of the nation ~s economy 

Paced by sharp increases in defense spending 
and business capital outlays the Nation's econ-
om ' 

Y moved forward rather decisively but un-

encountered. Moreover, a number of important 
industrial materials were relatively scarce. Fears 
of serious inflation were heightened during ilie 

~venly during the first half of 1966. Sales in 
nal markets - consumer investment govern-

ment d f' ' , . ,an orelgn - posted a record upsurge 
111 the fir t l If s quarter and then advanced less than 
la as much in the April-June months. Con-
sumers t 'b th . con n uted to the buoyant demands in 
b e pnvate sector by boosting outlays for a 
c rOad range of goods and services. Spending for 
onsumer d bl h in ura es, owever, fluctuated widely 

to ~e January-June period, adding significantly 
cr . nal sales in the first quarter and then de-

ll1lng markedly in the second quarter. 

I The cllaracter of the business expansion 
Clanged . ifi 
riod sIgn cantly in the January-June pe-
n ' ,as the effects of the stepped-up U.S. com-
lItment . h 

tl III sout east Asia ramified iliroughout 
Ie econo W Su my. hen the decision was made last 
lllmer to I hu move arge numbers of troops and 

N ge amounts of equipment into South Viet-
am to t h A . s ern t e Communist advance the 
lllencan .' 

Ver h' economy was already operatlOg at 
se y Igh levels of resource utilization. The sub-

quent sha . . . 
Plie f rp upturn m calls for milItary sup-
hea: °h nearly every description tended to over
dist t. e economy and introduced a series of 

Ortlons ad ' b I . 
grOWth. n lID a ances mto the pattern of 

Pressure upon the economy's productive capacit . 
half, : ~crease~ appreciably during the first 
as llla~ rt~cularly 10 the January-March period, 
Or b Y lllles of enterprise turned out goods at 
lab eyond preferred operating rates. Skilled 

Or Was II' qUentl genera Y m short supply; conse-
l1lin' y, .wage rate gains in excess of the Ad-

Istrahon' . fi . 
s nontn atlOnary guidelines were 

first half by the approach to full usage of the 
Nation's productive powers. 

The value of all goods and services produced 
in the Nation - that is, gross national product 
- advanced $27.6 billion over the last quarter 
of 1965 to the record seasonally adjusted an
nual rate of $732.0 billion in tlle second quar
ter of 1966, reflecting a gain of 8.8 percent over 
a year earlier. Higher prices, however, ac
counted for slightly more than half of the over
all GNP advance in the January-June months, 
since the increase in the physical volume of 
output during the period amounted to a more 
modest $13.0 billion. The growth rate of real 
output in the first half was 4.2 percent on an 
annual-rate basis, in contrast to the 7.8-percent 
pace implied by the current-dollar gain. In the 
second quarter, almost two-tllirds of the cur
rent-dollar GNP advance was accounted for by 
higher prices; tllus, the slowdown in the econ
omy's growth in ilie April-June period was 
especially marked when measured in terms of 
constant dollars. 

Defense expenditures began to trend upward 
noticeably in tlle late summer of 1965. Late last 
year, increases in military expenditures reflected 
mainly larger payrolls as a result of pay in
creases for the Armed Forces. Beginning with 
the first quarter of this year, however, expan
sions in the size of the military forces and sub
stantially larger deliveries of defense supplies 
and equipment were the primary stimulants to 
enlarged Federal spending. During the fiscal 
year ended June 30, 1966, the direct cost of the 
Viet-Nam conflict totaled $5.8 billion, up from 
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PLANT AND EQUIPMENT OUTLAYS 

BILLIONS OF DOLLARS 
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the $4.7 billion estimated in the President's 
Budget Message to Congress in January. 

Overall, outlays by the Federal Government 
climbed at the seasonally adjusted annual rate 
of $4.8 billion in the first half, with nondefense 
spending accounting for only about $300 mil
lion of the advance. Purchases of goods and 
services by state and local governments during 
the same period rose $3.4 billion over the level 
of such expenditures in the late months of 1965. 
The advance was evenly paced, as purchases 
moved upward $1.7 billion per quarter. 

Spurred by a closer approach to capacity op
erations, the expectation of further sales gains 
in 1966, rising military orders, and record prof
its, business firms increased their investment 
commitments significantly in the first half. In 
the second quarter, business investment totaled 
$78.3 billion on a seasonally adjusted annual
rate basis, which is $4.4 billion higher than in 
the fourth quarter and up 15.3 percent from a 
year earlier. Although the Nation's farmers 
sharply increased their outlays for tractors, com
bines, and other agricultural machinery in the 
January-June months, the bulk of the first-half 
gain reflected substantially larger investment by 
nonfarm businesses in new plants and equip-

4 

ment, with new automobiles and trucks being 
among the important investment items. 

Almost one-half of business capital spending 
during the first 6 months of this year was di
rected to capacity expansion, in contrast to the 
dominant goal of modernization which had pre
vailed in prior half-year periods of the current 
business upturn. Manufacturing establishments 
accounted for about 58 percent of the increased 
spending on new plants and equipment during 
the January-June period, although nearly all 
major lines of commercial enterprise partici
pated in the gain. Producers of machinery, trans
portation equipment, textiles, and paper all 
added significantly to their stocks of capital 
goods. Investment by the machinery and trans
portation equipment industries was strongly 
stimulated by rising defense orders. The Na
tion's airlines also sharply increased capital 
spending in the first half, mainly for short-haul 
and intermediate-range jet-powered aircraft, to 
help meet the surging demands of the American 
public for air travel. 

Another important type of investment in the 
Nation's economy is residential housing. Spend
ing for new residences, along with repairs and 
alterations of existing structures, rose $1.0 bil
lion in the first quarter to the record seasonally 
adjusted annual rate of $28.6 billion. The ad
vance in the first quarter reflected the increase 
in housing starts that occurred late last year, an 
increase which apparently resulted from un
usually favorable weather. The rate of neW 
housing starts, after seasonal adjustment, turned 
downward noticeably in the spring months as 
the flow of funds into mortgage markets became 
somewhat constrained. Despite the sharp down
turn in housing starts, actual outlays decreased 
only moderately in the April-June months, 
because a larger proportion of single-familY 
dwellings were completed in the period and 
construction costs were higher. 

After a marked increase in the last monthS of 
1965, the rate at which businesses added to in-



Vent . 
. ones moderated in the January-March 

penod and then climbed sharply again in the 
seCond quarter. In the early months of this year 
the pace of inventory investment slowed in du~ 
rable goods manufacturing and in nondurable 
retail trade. The increased accumulation of busi
ness stocks in the second quarter reflected in 
larg , 
. e measure, a sharp uptrend in dealers' hold-
Ulgs of new U.S.-made cars. Dealer stocks of 
n1ew cars at the end of June totaled slightly over 

7 '11' h ml Ion units, almost 300,000 units above 
t e year-earlier record. Apart from the excess 
SUPply of new cars and the scarcity of some 
tnaterials (such as copper), inventories gen
eraUy remained in a favorable relation to sales 

I~nd stOck-sales ratios during the first half wer~ 
lttle chan d f . . I ge rom correspondmg year-earlier 
evels. Thus, the economy managed to avoid the 

problems associated with the hoarding of goods 
to obt . 

am book profits from price rises. 

The mainstay of any economic advance of 
course . , 

. ' IS consumer spending. Consumers con-
tl'Lbuted importantly to the first-half advance, 
particularly in the first quarter when personal 
~n ' , 

sumptlOn outlays rose $10.4 billion on a 
seaSonally adjusted annual-rate basis. Consum
ers spent h th rat er freely in the early months of 
d e y.ear for a broad range of goods and services, 
t eSplte a $3.0 billion spurt in social security 
aXes afte J sa . r anuary 1. Consumers reduced their 

f VllIgs rate, however, and relied upon borrowed 
o~n~s to purchase a significantly larger volume 
C 1 Urable goods, especiaUy automobiles and 
o or tele .. 

fi VISIOn sets. Almost two-thirds of the 
rst-quart ' . 

a er gaIn In spending for durables was 
d~~~~nted for by automobiles and parts, as 
th s sold new domestically produced cars at 

]l' e seasonally adjusted annual rate of 9.1 milon u . 
.. , llIts. Among the nondurable goods there 
~as a ' 
Pend ' n unusually strong upward climb in ex-
COst ltures for food, partly reflecting higher 

s. 

In th 
1110v d e seCond quarter, consumer spending 

e ahead at only about one-third the rate 

of the first 3 months, reflecting a downturn in 
durable goods purchases and a moderating rate 
of growth in nondurable goods expenditures. In 
the latter case, a large part of the slowdown 
probably stemmed from lower food prices, as 
such prices began to break at retail stores 
around mid-April and trended downward 
through early summer. Outlays for consumer 
durables were lowered, largely because of a 
marked decline in automobile sales in the April
June months. Excise taxes on automobiles were 
raised in late March to the levels which had 
prevailed at the end of 1965. Moreover, the 
growth of disposable income was retarded by 
the increased payroll withholding rates effective 
on May 1. Other factors which may have in
fluenced consumers to reduce their spending on 
cars included larger draft calls for young men, 
the controversy over the safeness of U.S.-made 
automobiles, and tighter credit. Throughout the 
first half, spending on services continued to 
move ahead. 

Of the four major markets for final products 
(consumer, investment, government, and for
eign), net exports of goods and services was the 
only one to lose ground during the first half. 
While the volume of exports moved upward in 

DILLIONS OF DOLLARS 
26 

21 

p-Prlll lrnlnilry. 

RETAIL SALES 
UNITED STATES 

(Seasonally adjusted) 

SOURce: u.s, Oe,IdI lmenl 01 Commerce, 
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the January-June period, imports rose even 
more. This lessening in the favorable U.S. trade 
balance mirrors a number of factors. The strong 
growth of domestic economic activity and the 
pressure upon resources tended to discourage 
the expansion of shipments abroad of materials 
and fabricated products. Farm commodities, 
however, exhibited strength in world markets . 
Food grain deficits in India and other nations 
and continued strong demands from industrial
ized countries boosted agricultural exports to a 
record. On the import side, the high levels of 
domestic resource utilization led to increased 
purchases abroad of such diverse items as tex
tiles, machine tools, and various raw and semi
finished industrial materials. 

Construction spending advanced strongly to 
successive new highs in the first 3 months of 
1966 and then trended downward through 
early summer. Throughout the first half, private 
outlays for industrial, commercial, and institu
tional buildings were significantly higher than a 
year earlier, while spending for new residences 
showed gains in the first quarter. Public spend
ing for new construction eased in the second 
quarter from the rate of expenditures in the 
January-March period, partially reflecting a 
slowdown in the pace of work on the Interstate 
Highway System. Also, some state and local 
governments may have delayed starts on various 
public works projects because of higher interest 
rates on tax-exempt bonds. 

Economic developments in the first half were 
partly reflected in a marked expansion of in
dustrial production. The combined output of the 
Nation's mines, factories, and utilities rose to 
successive new highs during the period and 
reached 155.8 percent of the 1957-59 average 
in June, gaining 7.1 percentage points over the 
December level and up a significant 13 .1 per
centage points from a year earlier. As in the case 
of GNP, the uptrend during the first half was 
uneven, as almost two-thirds of the overaLL gain 
was recorded in the January-March period. 

6 

All major types of production showed gains in 
the January-June months, but the advance 
was paced by durable manufactures, whicb 
spurted upward at the annual rate of almost 13 
percent in the first quarter. The output of du
rable goods rose less dramatically in the second 
quarter, largely because of a sharp reduction 
in automobile production. 

While factory output advanced 5.2 percent 
in the January-June period, new orders re
ceived by manufacturers rose even more. As a 
result, the backlog of unfilled orders increased 
to new highs in every month of the period, 
buoyed by particularly large bookings for de
fease equipment (such as aircraft), which re
quires comparatively long lead times before 
delivery. 

INDUSTRIAL PRODUCT/ON 
UNITED STATES 

(Seasonally adjusted index, 1957·59 - 1(0) 

1964 1965 1966 

p_Prelnnlnftry. 

SOURCr: Board 01 Governors, Federal Reserve System. 

Although the American economy continued 
to grow during the first half of 1966, there was 
little reduction, on balance, in the number of 
persons unemployed after January. The Arrned 
Forces absorbed about 200,000 young men in 
the first 6 months of the year, while the nurnber 
of persons on manufacturing payrolls increased 
significantly. Moreover, the three echelons of 
government expanded their hirings of civilia11 



Workers. Part of the gain in nonagricultural em
Ploy~ent, however, was offset by a further re
~uctlOn in the agricultural sector. The Admin
Istration' . t . . s ill enm goal of a 4.0-percent unem-
Plloyment rate was reached in January and J'ob-
ess ' . ness fell to 3.7 percent - a 12-year low-

WHOLESALE PRICES 

UNITED STATES 

(1957.59 - 100) 

l~ February. A large influx of teen-agers into 104 

: e work force in May moved the rate of job-
essness back up to the target level where it 103 
re . ' malQed in June. 

d ~ersonal income advanced to new highs 
unng each month of the first half of 1966. The 

enl~rgement of nonagricultural payrolls over the 
fenod, coupled with higher wage rates, served 
.0 boost wage and salary disbursements. Farm 
income b fi . ene ted durmg the early months of the 
year fro h' . . m s arp illcreases ill farm product 
Pnces A' . 1\.1 . s agncultural pnces receded after 

arch, farm receipts declined to about the level 
repo~ted for last December. The upward pro
gressIOn f' 
e

. 0 illterest rates buoyed personal inter-
st lnco . whiJ me ill the first 6 months of the year, 

e rental income showed the largest ad
vanc . e lQ several years. 

The specter of inflation was a constant ac
compa . 
J 

nunent of the business expansion in the 
anuary J . c - une penod. Both wholesale prices and 
onsumer' . 

d
. pnces, especially the latter, advanced 
Isturb' I d . 

1
. lQg Y urmg the first half. Much of the 
ncrease . h . . ill w olesale pnces, however occurred 

In the fi ' 
f 

rst 2 months of the year, when prices of 
arm p d w ro ucts and processed foods surged up-
ard. Agricultural prices rose during the winter 

months ' 
m 

lQ response to the smaller supplies of red 
eats a d nf of n u avorable weather for the growth 

vegetable crops. Subsequent to February 
Costs f . ' P' 0 agnculturally related commodities in 
c~~ary markets drifted downward, and the de
wh 1 partly masked the effects on the total 
tre 0 de~al~ price index of the fairly steady up
incn In mdustrial commodity quotations. The 

rease in l' d t' 1 d" bro d n us na commo lty pnces was 
Ve a ly based, with gains evident for such di

rse P d ro ucts as furniture, leather goods, ma-

102 

101 

100 

1964 

p_PteUmJnllry. 
SOURCE: U,S. Department 01 Labor. 

chinery, nonferrous metals, rubber products, 

and cigarettes. 

Consumer prices moved ahead sharply during 
the first half, boosted by increased food costs 
in the January-April months and progressively 
higher service costs throughout the 6-month 
period. Retail food prices, which tend to follow 
changes in wholesale agricultural commodity 
prices with a lag of 1 to 2 months, showed a 
downturn in May, mirroring the greater avail
ability of red meats , broilers, and fresh vege
tables. Increased medical costs and higher mort
gage interest rates were important contributors 
to the upward movement of the price of services 
during the January-June period. 

financial developments 

Mounting credit demands, aggressive com
petition for funds on the part of commercial 
banks and other depository-type institutions, 
official action to slow the rate of credit expan
sion, and sharp advances in interest rates on 
both money and capital market instruments 
were among the major domestic financial de
velopments in the first half of 1966. In the in
ternational area, there was renewed deteriora
tion in the balance-of-payments position of the 
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United States, despite the success of continuing 
efforts to limit capital outflow abroad. 

The tempo of domestic credit demand in
creased rather sharply during the first 6 months 
of the year, with the advance in total borrowing 
requirements paced by the expanded needs of 
corporate businesses, state and local govern
ments, and certain agencies of the Federal 
Government. Demands stemming from these 
sources, however, were augmented by borrow
ing pressures originating in virtually all other 
major sectors of the economy. Although the 
disposable income of individuals, the cash flow 
of corporate and other businesses, and the tax 
revenues of governments were rising, the de
sired outlays of these spending units advanced at 
even faster rates, necessitating recourse to bor
rowed funds. As total credit demand in the 

COMMERCIAL BANK LOANS 
AND INVESTMENTS 
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economy increased, growth in savings slowed. 
Moreover, savings tended to flow directly into 
investment outlets, rather than through financial 
intermediaries. 

In capital markets, the demand for funds 
reached record levels in the first half of 1966. 
Offerings of bond and stock issues by corporate 
businesses increased to an estimated total of 
$10.2 billion, or $2.2 billion more than the 
amount sold during the first 6 months of last 
year. Sales of debt instruments accounted for 83 
percent of the total. Manufacturing businesseS 
borrowed about 38 percent of the new capital 
raised, while public utility and communications 
firms accounted for approximately one-fifth and 
one-tenth, respectively, of the total. In June, 
public offerings of corporate bonds reached the 
largest monthly volume recorded in over 4 
years. Moreover, the gross proceeds from cor
porate new capital and refunding issues in June 
were at a record level. 

The volume of Treasury cash borrowing in 
the first half of 1966 was substantially larger 
than in the comparable period of last year. A 
total of $4.0 billion in new cash was raised bY 
the Treasury during the January-June period, 
consisting of $1 .0 billion of Tax Anticipation 
certificates, a $1.3 billion addition to regular 
weekly bill offerings, and $1.7 billion of cer
tificates of indebtedness. In the first half of 
last year, Treasury cash borrowing totaled $3.0 
billion. In addition to its cash borrowing opera
tions, the Treasury refunded $4.4 billion of the 
two issues of notes maturing in February and 
$8 .1 billion of the two issues of notes and bonds 
maturing in May. In a prerefunding opera
tion undertaken in February, the Treasury eJC
changed $5.4 billion of two new notes maturing 
in August 1967 and November 1970 for a Iilee 
amount of the five outstanding note and bond 
issues maturing between April 1 and August 15. 

m addition to the cash borrowing and refund
ing operations of the Treasury, offerings of 
securities by Federal agencies were exception-
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ally heav . h 
b

y m t e J anuary-J une period Agency 
orrowin . lion g amounted to an estimated $3.4 bil-

half' compared with $1.1 billion in the first 
in F ~f 1965. Moreover, sales of participations 
am e eralloans were made to the public in the 
amOunt of $2.2 billion, or more than twice the 

aunt sold' all f financin ~ 0 1965. These agency 

P
re g operatlons added substantially to the 

ssures in k I COr mar ets a ready strained by record 
porate and t bo' s ate and local government 

rrowmg. 

Despite sha I .. and h , rp y nsmg revenues from taxes 
ot er sou nlent rces, state and local govern-
s made e . 11 the ca . xceptlOna y heavy demands on 

New b pltal . markets in the first half of 1966. 
Wer ond Issues in the amount of $2.9 billion 

e sold' h first m t e first 3 months the largest 
mat~du~~~r volu~e. of record, a~d it is esti
keted d . an additlOnal $3.2 billion was mar
the' urmg the April-June period. Much of 

lmportant . . commercIal bank buymg support 

which had been provided to the municipal 
bond market in earlier years was lacking in the 
first half of this year, as banks substantially re
duced their net purchases of these securities. 
On the other hand, individuals apparently 
added heavily to their investments in these new 

issues. 

With the gradual tightening of bank credit 
conditions during the first half of 1966, the 
relative importance of commercial banks as 
large suppliers of funds to credit markets 
tended to decline somewhat. Thus, their con
tribution to the overall increase in credit was 
smaller than in other recent periods. Total 
bank credit rose at a seasonally adjusted annual 
rate of about 7.5 percent in the first 6 months 
of this year to reach a level of $305.4 billion 
at the end of June. During the comparable 
period last year, bank credit advanced at an 
annual rate of almost 11.0 percent. 

The rise in commercial bank credit during 
the J anuary-J une period of this year stemmed 
almost entirely from the continued strength of 
loan demand . Loans rose at a seasonally ad
justed annual rate of 12.2 percent, compared 
with the year-earlier advance of 16.7 percent. 
Exceptionally strong demand for borrowing by 
businesses was reflected in the expansion of 
commercial and industrial loans, which rose at 
a rate of 20.5 percent, or only moderately 
slower than the unusually rapid rate set in the 
first 6 montlts of 1965. Continued expansion 
in outlays for plants and equipment - spend
ing which was already at record levels - and 
increased working capital requirements asso
ciated with a full-employment and growing 
economy were major factors underlying the 
strength of demand for business borrowing. 
Although loan demand was generally strong 
among all major categories of commercial and 
industrial businesses, manufacturing firms in 
both the nondurable and the durable areas 
added especially heavily to their outstanding 

borrowings. 
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Real estate and consumer loans of commer
cial banks continued to expand in the first half 
of the year but at rates substantially reduced 
from those which held during the first 6 months 
of 1965. Gradually tightening credit conditions, 
a slowdown in automobile sales in the late 
spring and early summer, and reduced activity 
in housing construction probably were major 
factors in this performance. Loans for financing 
security transactions rose during the J anuary
June period; however, the dollar advance in 
this loan category was about one-half as much 
as the gain last year. 

In responding to the strong demand for 
loans prevailing concurrently with the tighten
ing availability of funds in money and credit 
markets, commercial banks reduced their in
vestments in U.S. Government securities by 
the seasonally adjusted amount of $3.2 billion. 
This decrease compares with net sales and re
demptions of $2.9 billion of these securities in 
the first half of 1965 and represents a further 
extension of the downward trend in bank hold
ings of Treasury issues that began more than 4 
years ago. 

Commercial bank purchases of the securi
ties of state and local governments also slowed 
markedly in the first 6 months of 1966. Banks 
acquired these issues at the seasonally adjusted 
annual rate of 10.3 percent, a pace that was 
down sharply in comparison with the 1965 
rate of 17.6 percent. It is interesting to note 
that, in the earlier years of the current eco
nomic expansion, commercial banks had pur
chased between 60 and 90 percent of the an
nual net new issues of these securities. In the 
first quarter of 1966, however, this participa
tion rate was reduced perhaps below 20 
percent. 

The rate of infiow of time and savings de
posits into commercial banks slackened mark
edly in the first half of 1966, despite substan
tial upward adjustments in rates offered on cer
tificates of deposit and other time deposits. 

10 

Substantial changes also occurred in the make
up of the gross flows contributing to this re
duced rate of growth. On an unadjusted basis, 
time and savings deposits (excluding interbank 
deposits) increased $8.6 billion, or 5.9 percent, 
in the January-June period of this year, COIU

pared with growth of $11. 3 billion, or 9.0 per
cent, in the same months of 1965. Most of 
the reduction in the rate of growth in these de
posits can be attributed to the absolute decline 
in passbook deposits, for which regulation Q 
ceiling rates remained unchanged. 

The money supply of the United States ex
panded at a seasonally adjusted annual rate of 
4.4 percent during the first half of 1966, com
pared with a 7.5-percent rate of growth during 
the fourth quarter of 1965 and a 4.8-percent 
rate for the year 1965. The currency and coin 
component of the money supply increased at a 
rate of 5.5 percent during the first 6 months of 
1966, while the demand deposit component 
rose at a rate of only 3.9 percent. 

MONEY SUPPLY AND TIME DEPOSITS 
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Monetary policy in the first half of 1966 
exerted gradually increasing pressure upon the 
reserve position of the commercial banking sys
tem and, thus, complemented the restrictive 



( 

measures taken in early December 1965. The 
reduced availability of reserve funds was re
flected in a persistent deepening of net bor
rowed reserves of member banks and, against 
a background of continuing strong demands for 
fUnds, in a rising level of interest rates in 
money and capital markets. Net borrowed re
serves averaged $44 million in January but 
deepened in each succeeding month to reach 
a level of $362 million in June. 

Inasmuch as average excess reserves fiuc
t,Uated within the relatively narrow range of 
$371 million in February to $312 million in 
JUne, the effect of the more restrictive mone
tary policy was to limit the avenues open to 
member banks in meeting the higher levels of re . 
. qUued reserves occasioned by credit expan-

SIOn. That is, banks were forced increasingly to 
~eek accommodation at the Federal Reserve 
. ank discount windows as a condition of sat
IsfYing further increases in customer borrowing re . 
~ulrements. As a result of these pressures, 

!atly average borrowings of member banks at 
e Federal Reserve banks increased in each 

l110nth " 
$72 '~I~lDg ~rom $402 million in January to 
r 2 mIllion III May, Borrowings in June de

c lUed slightly to a level of $674 million. 

p On June 27, the Board of Governors of the 
ederal Reserve System announced an increase 

- from 4 percent to 5 percent - in reserves re' . 
( quued agaIllst the amount of time deposits 
I~~~r than savings deposits) in excess of $5 
th Ion at each member bank. It was estimated 
J at the increase, which became effective on 
2~ly 14 for reserve city member banks and July 
a for country member banks, would raise the 
Illou nt of . 

$42 '. requued reserves by approximately 
ac .0 million. The Board visualized that this 

hon wou ld ' " .CI b . exerCIse a tempenng 11luUenCe on 
a:

k
. ISsuan~e of time certificates of deposit 

in ,In combmation with the operation of other 
strument f 

erate . s. 0 monetary policy, apply mod-
of b addItional restraint upon the expansion 

anks' loanable funds . On July 15, the 

Board of Governors took further steps to damp
en the growth of bank time deposits by lowering 
the regulation Q ceiling rates which member 
banks may pay on certain multiple-maturity de
posits. The maximum rate was lowered to 5 per
cent, from 51h percent, on such deposits matur
ing in 90 days or more and to 4 percent on 
those maturing between 30 and 89 days. 

MEMBER BANK BORROWINGS 
AND RESERVES 

UNITED STATES 

MILLIONS OF DOLLARS 
+800 

BORROWINGS 
+600 • 

+ 400 • 

+ 200 

-200 
NET BORROWED RESERVES 

- 400 

1964 1965 

p_ PreJunlnllry. 
SOURCE: Board of Governors, Federal Reserve Syslem. 

1966 

The flow of funds into the money and capital 
markets during the first half of 1966 was also 
restricted by various fiscal programs. Since 
January 1, the revenues of the U.S. Govern
ment have been augmented by the effects of in
creased social security contributions from both 
employers and employees, higher excise taxes 
on automobiles and telephone and teletype ser
vices, graduated payroll withholding rates on 
taxable income, and accelerated corporate tax 
payments. These measures added substantially 
to Federal revenues during the first half; con
sequently, the Federal budget deficit was re
duced to $2.3 billion in fiscal year 1966. This 
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is the lowest such deficit in 6 years and is well 
below the January estimate of $6.4 billion. 

Interest rates in money and capital markets 
rose sharply in the first half of 1966 and, by 
mid-July, had reached post-1930 record highs. 
The general upward movement in rates re
flected the strong and rising pressures originat
ing from the demand side, constraints upon ex
pansion in the total available supply of funds, 
and the impact of the December 6, 1965, 
changes in the discount rate and regulation Q. 
Although gradual implementation of a less ex
pansive monetary policy represented the prin
cipal general constraint upon the supply of 
funds, a notable feature of interest rate devel
opments during the period was the reduced 
flow of savings to all depository-type institu
tions, including commercial banks. Available 
evidence strongly suggests that much of this 
shrinkage, which was especially heavy with 
respect to savings and loan associations and 
mutual savings banks, developed from the com
petitive yields available to savers on directly 
purchased marketable securities. 

Savings flows to savings and loan associa
tions and mutual savings banks were also af
fected, however, by strong competition from 

SHORT·TERM RATES 
UNITED STATES 

PERCENT PER ANNUM 5.5 ,---_____________ ---, 

5.0 

4.5 

4.0 

F.R. DISCOUNT RATE 
(NEW YORK) 

~ourICC: 00 .. 11(1 of Govrrnols, f!!tlcrlil I1c)cl'tc SYlilem. 

12 

...... , _/ 

\ TREASURY BILL RATE 
(91·DAY) 

CAPITAL MARKET RATES 

UNITED STATES 
PERCENT PER ANNUM 
5.5 

Aaa CORPORATE BONDS 
(MOODY'S) 

4.5 L_------~--~ 

3.5 

1964 1965 

SOURCE: Board of Governors, Fede,al Reserv. System. 

1966 

commercial banks. The revlSlons in regula
tion Q ceilings which became effective in early 
December 1965 permitted banks to compete 
more aggressively for time deposits, including 
time certificates of deposit, by offering rates as 
high as 5% percent for maturities of 30 dayS 
or more. Advances in rates actually paid bY 
commercial banks enabled them to increase 
their share of the total savings flows accruing 
to the three depository-type institutions in the 
first half of the year. 

In money markets, rate advances from De
cember 1965 to June 1966 were mostly in the 
range of 79 to 86 basis points of yield (as mea
sured by daily average rates in each month)· 
Rates on 3- and 6-month Treasury bills, hoW
ever, were held to gains of only 13 and 11 
basis points, respectively, primarily because of 
the strong demand for these issues and the 
relatively limited amounts available in the mar
ket. In June, Federal funds were traded at an 
average rate of 5.17 percent, although a sub
stantial volume of transactions occurred at 
rates as high as 5% to 5% percent. Average 
yields in June on other money market instrU
ments included 5.51 percent for prime 4- to 
6-month commercial paper, 5.39 percent fof 



90-day prime bankers' acceptances and 3- to 
6-month finance company paper, and 4.50 per
cent for 3-month Treasury bills. 

Money market rates advanced further after 
tnidyear, with most gains by July 15 being in 
the range of 10 to 15 basis points above the 
J~ne averages. A sharp rebound in Treasury 
blll rates, however, increased yields on the 
90-day and 6-month issues by 35 and 30 
basis points, respectively, above the end-of
June levels. 

B On June 29, following announcement by the 
oard of Governors of increased reserve re

quirements on certain time deposits of member 
b~nks, a number of large commercial banks 
ra~sed the rate charged to borrowers with 
Pntne credit ratings from 51;2 percent to 5% 
~ercent. Similar actions were promptly taken 
. Yother commercial banks. This latest advance 
~n the bank prime rate followed other recent 
lncreases in early December of 1965 (from 
41.1: 

2 percent to 5 percent) and in March of the 
~urrent year (from 5 percent to 51;2 percent). 
Bn late June, the Federal Home Loan Bank 

oard also announced that member savings 
and loa . . . . n associatlOns would be permitted to 
~crease rates paid to savers without forfeiture 
~ their borrowing privileges at the Federal 
~tne loan banks. This action was followed by 

Wldespr d d' . I ea upwar adjustments by savmgs and 
oan associations in their savings rates. 

st In capital markets, rates also advanced 
rongly in the first half of the year. Heavy de-

luands . r Upon capital markets by corporate bor-
:wers and by state and local governments 
I ere important factors in pushing yields on 
;:::-t~rm securities to recent historical highs. 
b Yleld on high-grade, long-term corporate 
o~nds (Moody's index) moved from an average 

C 
4.68 percent in December 1965 to 5.07 per

ent . CM 1U June. Market rates on municipals 

P 
?Ody's Aaa bonds) rose during the same 

erlod f 339 th rom. percent to 3.60 percent. In 
e D.S. Governnlent securities market, the 

yield on long-term Treasury bonds averaged 
4.63 percent in June, compared with 4.43 per
cent in December 1965. 

balance 01 payments 

Measured on the liquidity basis - that is, 
by changes in U.S. official reserve assets and in 
U.S. liabilities to all foreign residents - the 
deficit in the Nation's international balance of 
payments was at the seasonally adjusted annual 
rate of $214 billion in the first quarter of 1966. 
This performance reflects a substantial deteri
oration from last year's fourth-quarter deficit 
of $1.4 billion (annual rate) and the full-year 
1965 deficit of about the same amount. It was 
considerably more favorable, however, than 
the $2.8 billion rate recorded in the first quar
ter of last year, when the U.S. payments posi
tion was affected by unusually adverse factors, 
such as the dock strike, heavy capital outflows 
to affiliates of U.S. corporations abroad, and an 
acceleration of bank lending to foreigners. 

U.S. BALANCE OF PAYMENTS 

BILLIONS OF DOLLARS 
+ 1.0 

+.5 

- .5 

- 1.0 

(Seasonl\uyadjusted) 

BALANCE ON OFFICIAL 
RESERVE TRANSACTIONS BASIS 

,...-,/ 

~1.5 LJ-
1
-'96-3 -'-.-L.-..I.-l-'964-"--.l.-J-l..J96-5-'---'--I~ 96~6 

p_l'teUmlnary, 
SOURCE: U.S, [)t!parlment 01 Commerce, 

Merchandise exports from the United States 
were at the seasonally adjusted annual rate of 
$28.5 billion in the first quarter, or more than 
$2.2 billion above the total for 1965. Mer
chandise inlports, however, rose at an even 
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U.S. EXPORTS AND IMPORTS 
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1966 

faster pace, climbing $2.5 billion to an annual 
rate of $24.0 billion. Thus, the export surplus 
in the first quarter dropped to the seasonally 
adjusted annual rate of $4.5 billion, compared 
with the export balance of $4.8 billion in 1965. 

The reduction in net capital outflows which 
occurred during 1965 appears to have con
tinued through the first 3 months of the cur
rent year. The continued low rate of outflows 

distriet highlights 

Based upon preliminary estimates, daily 
average crude oil production in the District 
declined 1.1 percent during July but was 6.9 
percent above a year earlier. The decreased 
flow of oil was widely shared by wells in Texas, 
northern Louisiana, and southeastern New 
Mexico. The pace of District refinery opera
tions continued strong in July, little changed 
from June and only moderately below the 

14 

was due mainly to a decline from last year in 
foreign investments by U.S. corporations and to 

further liquidation of foreign assets by U.S. 
banks. The net outflow of U.S. private capital 
during the first quarter, after allowance for 
funds borrowed abroad by U.S. corporations 
to finance their foreign investments, was at an 
annual rate of $2.8 billion, or about the same 
as during the previous quarter. However, after 
adjustment for the effects of Canadian borrow
ing in the United States, which was postponed 
from the fourth quarter of last year to the first 
quarter of 1966, the rate of outflow in the 
January-March period is indicated to be onlY 
$2.4 billion. 

During the first quarter of 1966, the United 
States experienced a decline of $424 million 
in its official reserve holdings, compared with a 
decrease of $271 million in the fourth quarter 
of last year. Net gold sales of $68 million were 
less than in the previous quarter, partly be
cause of a U.S. purchase of $100 million froOl 
Canada. Other reserve losses included a de
crease of $222 million in holdings of convert
ible currencies and a reduction of $134 mil
lion in the U.S. gold tranche position in the 
International Monetary Fund. 

record rate of crude oil processing established 
last January. Crude oil stocks, howeveC, 

showed a tendency to build up in the District 
during July, and spot markets for southwest
ern crude displayed less firmness than earlier 
in the year. The August allowables for Louisi
ana and southeastern New Mexico are un
changed from July. In Texas the allowable 
for August is 33.0 percent of proratable 



potential, down fractionally from last month 
but up from 28.0 percent a year ago. 

rate in May was 4.5 percent. While the 
Brownsville-Harlingen-San Benito labor mar
ket showed a rate of 7.3 percent unemployed 
for May, Laredo's rate was even higher-
8.2 percent. 

Nonagricultural wage and salary employ
Ulent in the five southwestern states rose 0.7 
Percent during June to attain a level of 
5,375,200. This advance is considerably more 
than the typical seasonal gain for the month. 
Manufacturing employment moved ahead 2.0 
?ercent, as contrasted to the non manufacturing 
~crease of 0.4 pe~cent. ~he set~lement of 

bor-management dIsputes In the aIrcraft and 
the electrical maChinery industries helped boost 
manufacturing employment during June. Em
PlOYment in both mining and construction 
showed increases of better than 2 percent for 
~~e month. However, government employment, 

The seasonally adjusted Texas industrial 
production index advanced 1.9 percent during 
June to reach a level of 151.6 percent of the 
1957-59 base. The June increase reflected 
strength in the manufacturing sector, with the 
durable goods industries posting a vigorous 

e only category to decline, eased almost 2 
percent. Finance, as well as services, posted a 
mOderate gain. 

Nonagricultural employment in the five 
states in June registered a substantial increase 
~ 4.4 perc~nt over the same month last year. 
c anufacturIng boomed ahead with a 7.0-per
~nt . advance; however, non manufacturing, 

s OWing a 3.8-percent increase, did respectably 
Well also. Within specific sectors of the South
West's 
. economy, government employment reg-
Istered a gain of 6.2 percent; services, 4.5 
percent; and trade, 3.7 percent. Somewhat 
~maller increases were recorded in finance and 
lQ transportation and public utilities. Mining 
employment dipped 0.1 percent. 

theDne~Ployment rates have been very low in 
major labor market areas of the South

West. The unemployment rate for Dallas was 
Only 24 . 
te' . percent In May. Nearby, Fort Worth 

glstered a somewhat higher rate 2 8 per-Cent LT , . 
h. • .Qouston, the largest city in the South
'Vest I h 
2 5 ' a so ad a low unemployment rate of 
tb pe~cent. In contrast to the low rates for 

k e lllaJor southwestern cities the labor mar-et , 
r areas along the international border con-
InUe t b I 

rat 0 e p agued by higher unemployment 
es. For instance, EI Paso's unemployment 

5.0-percent gain. This gain represented con
tinuing expansion in transportation equipment, 
electrical machinery, and ordnance industries 
- industries which have been important re
cipients of Defense Department prime con
tracts. The nondurables manufacturing sector 
registered a 1.8-percent gain during June, 
largely as a result of an upturn in petroleum 
refining operations. Texas mining output, how
ever, declined 0.6 percent from the very high 
level of production in May, reflecting a down
ward adjustment in the Texas Railroad Com
mission's crude oil allowable from 35.0 per
cent in May to 34.5 percent in June. 

Texas industrial production registered a 
year-to-year gain of 10.7 percent in June
the largest such advance recorded in the cur
rent business expansion. The June 1966 gain 
over the same month last year reflected strength 
in all the major production sectors; durable 
goods, nondurable goods, and mining increased 
14.7 percent, 10.9 percent, and 7.1 percent, 
respectively. The manufacturing sector has 
been showing fairly regular upward advances 
each month since June of last year. In con
trast, the mining sector has been more erratic, 
with a marked improvement in crude oil pro
duction occurring in May of the current year. 

After declining for two consecutive months, 
new passenger car registrations in four major 
Texas markets rebounded in June to total 
19,125, gaining 13 percent over the previous 
month but up only 1 percent over a year 
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earlier. Dallas, Houston, and San Antonio all 
showed significant advances over May; Fort 
Worth, however, experienced a fractional de
crease. During the first half of this year, reg
istrations in the four markets totaled a modest 
1 percent higher than in the same months of 
1965, with fractional losses in Dallas and 
Houston being more than offset by moderate 
increases in Fort Worth and San Antonio. 

In the 4 weeks ended July 23, District de
partment store sales were 7 percent higher than 
in the corresponding period of last year. On 
a cumulative basis, sales at District department 
stores thus far in 1966 totaled 8 percent more 
than a year earlier. 

General rains are needed over much of the 
District. Although soil moisture has been ade
quate thus far this year, crop development and 
high temperatures have tended to deplete sur
face moisture. 

The July 1 crop production report estimates 
wheat output in the five southwestern states to 
be 170 million bushels, or 20 percent smaller 
than in 1965. Outturns of oats and barley are 
placed at 3 percent and 7 percent, respectively, 
below the previous year. Corn output is indi
cated to be 12 percent less than in 1965. Re
ductions in the acreages planted partly account 
for the smaller output of corn, oats, and wheat. 

Cotton acreage in the southwestern states 
has been reduced sharply from that of last 
year. Louisiana shows the greatest percentage 
decline - 27 percent - and is followed 
closely by Arizona and Texas, with 25 percent 
each. Oklahoma and New Mexico report de
creases of 21 percent and 20 percent, respec
tively. In Texas, acreages are lower in all 
except one crop reporting district and vary 
from 7 percent larger than a year ago in the 
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Cross Timbers to 35 percent smaller in the 
Northern High Plains. 

During the first half of 1966, the District's 
weekly reporting member banks experienced 
a net contraction of deposits amounting to 
$225.1 million, in contrast to a net gain of 
$71.4 million in the corresponding period in 
1965. The loss in the current year is attribut
able to a marked slowdown in the growth of 
time and savings deposits and a speedup in 
demand deposit withdrawals. 

Demand deposits at the weekly reporting 
member banks fell $252.8 million between 
December 29, 1965, and June 29, 1966, to a 
level of $4,794.9 million. In the year-earlier 
period, these deposits were reduced $163.5 
million to a level of $4,990.1 million. It is 
thus apparent that, during the year ended June 
29, 1966, the District's weekly reporting meIIl
ber banks experienced an absolute decline of 
$195.2 million in their demand deposits. Most 
of the year-to-year loss was concentrated in 
the first part of 1966. 

Time and savings deposits, which have been 
a major source of loanable funds at the Dis
trict's banks since 1962, showed only a slight 
increase of $27.7 million in the first half of 
1966, in contrast to a gain of $234.9 million in 
the first 6 months of 1965. Savings deposits 
declined $54.8 million during the 1966 period; 
such deposits increased $96.0 million in the 
first part of last year. The only time and sav
ings deposit category showing an improved 
performance was negotiable time certificates 
of deposit issued in denominations of $100,000 
or more. During the first half of 1966, these 
CD's reached $1,075.5 million by rising 
$101.6 million, which exceeds the correspond
ing 1965 gain by $34.8 million. 
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CONDITION STATISTICS OF WEEKLY REPORTING 
COMMERCIAL BANKS 

Eleventh Federal Reserve District 

(In thousands of dollars) 

Item 

ASSETS 

Net loans and discounts •.... . • .......... ...... 
Valuation reservos .... . . .. . . ..... .... .. .... . . 
Gross loans and discounts ..... ...............• 

Commercial and industrial loans •............. 
Agricultural 1000s2 •••••••..•••• • •.••••••••• 
Loans to brokers and dealers for 

purchasing or carrying: 
U.S. Government securities ... ............ . 
Other securities .............. •....... . .. 

Other loans for purcha sing or carrying : 
U.S. Government securities ............... . 
Other securities ..• . ...... ............ •.. 

Loons to nonbank fina ncial institutions: 
Sales finance, personal Anance, factors, 

and other business credit companies •• .• •.. 
Other ••. • •..•• . ••.••..•••.. . ••••.•.• . • 

Real estate loans ...•.....•.............•.. 
loans to domestic commercial bonks . •••. . • ..•• 
loans to foreign banks ••.... .. ..... ........ 
Consumer instalment loons ...••......•• .. ••• 
loans to foreign governments, ofAciol 

institutions, etc .•... .....• ••••• ......• . .. 
Other loans2 •••••••••••••••••••••••••••••• 

Total Investments .••••.•..•••••.••••... .. ..• . 

Total U.S. Government securi ti es •••.•........• 

Treasury bills ••••••••.•••••••.•••••••••. 
Treasury certiAcates of indebtedness • . . ... .. 
Treasury notes and U.S. bonds moturing: 

Within 1 year .••.........••.•••..•... 
1 year to 5 years ••..........•.....••• 
After 5 years • •• • •.• ••••••••• ••••••••. 

Obligations of states and political subdivisions: 
Tax warrants and short· term notes and bills •• 
All other •••• •••••• • ••••••••••••••.••• • • 

Other bonds, corporate stocks, and securitiesl 
Participation certiAcates In Federal 

agency loans2 •• •••••••••••••• •••••••• 
All other (including corporate stocks) ••• ••••• 

Cash items In process of collection .•••.••• . ..... 

Reserves with Federal Reserve Bank ••••.. ....... 

Currency and coin . ..... ............. ...•. ... 

Balances with banks in the United States .... .. .. . 

Balances with banks in foreign countries .... .... . 

Other assets .••...... •••• •. •...•... .. ...... . 

TOT AL ASSETS ••••••••••••••••••••••••• 

LIABILITIES 

Total deposits ••••••..•••••••••.••••••••.••• 

Total demand deposits ••..•..•••••••••••••• 
Individuals, partnerships, and corporations .. . • 
States and political subdivisions . ..•..•••... 
U.S. Government •.•••...... .......•. .... 
Banks in the United States • •• ••.. . . . ... .... 
Foreignl 

Governments, ofAcial institutions, etc ..... .. 
Commercial banks ..........•.......... 

CertiAed and ofAcers' checks, etc ........... 

Total time and savings deposits ..•... ..•••••• 

Individuals, partnerships, and corporations: 
Savings deposits ...•...... . .... .... .•. 
Other time deposits .................... 

States and political subdivisions ............ 
U.S. Government (including postal savings) .•• 
Banks in the United States ••••••••••••••••• 
Foreign, 

Governments, ofAcial institutions, etc .• . . . .. 
Commercial banks .•...•...•.••.••••.•• 

Bills payable, rediscounts, and other 
liabilities for borrowed money •••..•..•.....• 

Other liabilities •• • •••. • ••• •••••• ••• ••••••••• 

CAPITAL ACCOUNTS ••••• •. •••• • ••••• ••••••• 

TOTAL LIABILITIES AND CAPITAL ACCOUNTS 

July 27, 
19661 

4,963,699 
92,143 

5,055,842 

2,424,962 
84,339 

4 
47,152 

1,131 
319,043 

160,974 
258,894 
467,775 
123,566 

7,145 
599,669} 

99 
561,089 

2,251,566 

1,140,748 
39,372 

5,824 

125,372 
584,311 
385,869 

9~~:m} 
82,375 
73,368 

771,423 
556,520 

78,187 
443,529 

4,979 
313,049 

9,382,952 

8,080,143 

4,868,180 
3,374,935 

320,859 
129,827 
950,214 

2,630 
20,564 
69,151 

3,211,963 

1,209,316 
1,425,484 

551,486 
5,902 

17,235 

1,000 
1,540 

303,873 
157,947 

840,989 

9,382,952 

June 29, 
1966 

4,969,251 
88,459 

5,057,710 

2,340,697 
57,411 

204 
45,302 

2,523 
310,991 

186,357 
274,435 
464,874 
201,652 

6,175 

1,167,089 

2,177,867 

1,118,903 
44,822 

7,164 

130,279 
575,987 
360,651 

1,058,964 

781,938 
496,565 

69,361 
442,242 

4,226 
317,613 

9,259,063 

7,936,569 

4,794,947 
3,155,250 

325,008 
240,768 
977,069 

3,035 
19,553 
74,264 

3,141,622 

1,309,670 
1,292,1 41 

517,486 
3,359 

16,226 

1.300 
1.440 

338,699 
162,054 

821,741 

9,259,063 

July 28, 
1965 

4,705,161 
81,563 

4,786,724 

2,173,640 
60,862 

274 
39,012 

2,129 
298,811 

138,564 
292,874 
420,013 
117,888 

6,308 

' 1,236,349 

2,104,291 

1,23 1,698 
65,295 

0 

243,445 
544,108 
378,850 

872,593 

669,202 
516,925 

69,598 
436,267 

3,125 
301,046 

8,805,615 

7,693,611 

4,669,311 
3, 167,184 

304,110 
159,349 
953,386 

4,490 
17,198 
63,594 

3,024,300 

1,313,410 
' 1,320,693 

374,410 
3,519 
9,528 

500 
2,240 

190,046 
163,940 

758,018 

8,805,615 

1 Because of format and coverage revisions a s of July 6, 1966, earlier data are not 
fully comparable. 

2 CertiAcates of participation in Federal agency loans include Commodity Credit 
Corporation certificates of interest previously included in "Agricultura l loans" and 
Export·1 mport Bank participations previously Included in "Other loons. " 

:J Amount includes deposits accum ulated for payment of instalment loans; as a result 
of a change in Federal Reserve regulations, effective June 9, 1966, such deposits are no 
longer reported. 
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RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of daily figures. In thousands of dollars) 

= 
5 weeks ended 4 weeks end ed 5 we eks endod 

Item Jul y 6, 1966 June I, 1966 July 7, 19~ 

RESERVE CITY BANKS 
Total reserves held .. . ..••....• 606,521 601,093 624,449 

With Federal Reserve Bank .••• 563,1 26 556,859 582,567 
Currency and coin ........ . .. 43,395 44,234 41,882 

Required reserves. .....•...•.. 600,887 597,387 620,559 
Excess reserves •.............. 5,634 3,706 3,B90 
Borrowings . . ........•. • ..•... 23,100 24, 124 31,276 
Free reserves ....... • •..... . .. -17,466 -20,41B _27,386 

COUNTRY BANKS 
576,949 Total reserves held .......• . ... 612,723 617,702 

With Federal Reserve Bank .... 46B,622 472,047 441,518 
Currency and coin ........... 144,101 145,655 135,431 

Required reserves ............. 584,867 584,064 544,692 
Excess reserves ......... . ... . . 27,856 33,638 32,257 
Borrowings . .......•...... . .•. 10,728 8,664 5,546 
Free reserves ................. 17,128 24,974 26,7 11 

ALL MEMBER BANKS 
Total reserves held . . ... . ••.... 1,219,244 1,218,795 1,201,398 

With Federal Reserve Bank ... . 1,031,748 1,028,906 1,024,OB5 
Currency and coin ...... . .... 187,496 189,889 177,313 

Required reserves ............. 1,185,754 1,181,45 1 1,165,251 
Excess reserves ••••.. • ........ 33,490 37,344 36,147 
Borrowings •.•................ 33,828 32,788 36,822 
Free reserves •.. ... ..........• -338 4,556 _675 

----
GROSS DEMAND AND TIME DEPOSITS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of daily Agures. In millions of dollars) 

================================================~~ 
GROSS DEMAND DEPOSITS TIME DEPOSITS ----Reserve Country Rcservc CountrY 

Date Total city banks banks Total city banks banks 

----1964, June • ••• • • 8,282 3,934 4,348 4,563 2,250 2,3 13 

1965, June • ..• • • 8,596 4,163 4,433 5,104 2,455 2,649 

1966, January ••• 9,147 4,235 4,912 5,577 2,700 2,877 
February ... 8,827 4,027 4,800 5,612 2,675 2,937 
March •••.• 8,788 4,047 4,741 5,674 2,688 2986 
April • •••• • 8,934 4,151 4,783 5,797 2,781 3;016 
May ••.. •• 8,669 4,019 4,650 5,795 2,743 3052 
June . ..... 8,742 4,080 4,662 5,704 2,667 3;037 ---

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federa l Reserve District 

(In millions of dollars) 

~ 
June 29, May 25, June 3D, 

Item 1966 1966 1~ 
ASSETS 

8116 loons and discounts ••.......•.• .• . •.•.•. 8,656 8,574 
U.S. Government obligations .•... . . ... . ..• 2,291 2,339 2'452 
Other securities ....... • ...............• 2,140 2,100 1'727 
Reserves with Federal Reserve Bank .•••.... 902 829 '909 
Cash in vault •............•...........• 216 211 201 
Balances with banks in the United States •... 986 984 1,05~ 
Balances with banks in foreign countriese .... 6 6 
Cash items in process of collection .•.••••.. 872 821 848 
Other assetso ••••............ . ....•••.. 357 444 433 -TOTAL ASSETse • •• ••.•..••• • • •• .• • •• 16,426 16,308 ~ 

LIABILITIES AND CAPITAL ACCOUNTS 
1311 Demand deposits of bonks . • ...... ..• .... 1,21 2 1,164 

Other demand deposits ...•... . ..... . .... 7,538 7,422 7' 427 
Time deposits . ..•..••••.•...••....•. . .• 5,693 5,820 5;2 16 -Total deposits •••••.•• •.•••• • .•••.••• 14,443 14,406 1 3,~~t 
Borrowingse . . ....... . . . ..•... . . . ...•.• 345 249 
Other lIabilltiese ••.. •• •.•••• . • •••••••.• 218 239 214 
Total capitol accountse •..... • . ... .....•. 1,420 1,414 1,326 --TOTAL LIABILITIES AND CAPITAL 

15745 ACCOUNTSe •••.••.•••.•••• •••. ••• 16,426 16,308 
~ 

e - Estimated. 
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BANK DEBITS, END-Of-MONTH DEPOSITS, AND DEPOSIT TURNOVER 

(Dollar amounts in thousands, s.osonally adlu st.d) 

============================================= 
DEBITS TO DEMAND DEPOSIT ACCOUNTS' 

Percent change 

Jun. 1966 from June 
1966 

Standard metropolitan (Annual.rato May June 
6 months, 
1966 from Jun . 30, 

DEMAND DEPOSITS' 

Annual rote 
of turnover 

Juno May Juno 
1965 1966 1966 1966 1965r 

- 1 $ 155,103 22.3 24.0 25.4 

_ statistical ar.a basis) 1966 1965 
ARIZON~A~::T-uc-so-n--------------------------------~~------~~~----~~------~~------~~------~~~----~::----~~~--
LOUISIANA: Mon;o'~ . . . . . . . • . . . . • . . . • • . . . . . . • . • • . • . • $ 3,483,600 -9 -8 

10 73,681 26.2 26.9 24.6 
9 204,115 25.4 26.1 25.0 

34,465 19.0 18.5 17.9 
10 87,508 20.7 19.3 19.2 
12 137,970 29.6 32.0 29.2 
7 192,801 21.9 22.0 24 .0 

14 205,184 26.0 24.3 23.8 
13 56,685 21.7 24.0 22.6 
10 177,176 22.5 21.5 21.0 
15 28,333 12.2 12.9 10.5 
16 1,626,502 38.8 38.6 35.5 

1 192,106 25.4 25.3 23.9 
11 492,916 27.7 29.6 27.2 
2 87,390 21.2 21.6 21.9 

13 1,876,796 33.0 30.4 29.9 
10 28,957 17.9 1 B.2 18.7 
7 145,197 25.2 24.9 24.7 

- 10 109,813 14.7 13.3r 15.9 
17 64,008 21.7 19.1 19.0 
14 55,517 16.6 15.9 16.2 
13 510,715 22.1 23.9 21.8 
18 53,454 18.6 19.9 17.1 
9 82,704 18.8 18.2 18.0 

13 106,323 17.7 19.2 16.5 
12 107,905 19.0 19.5 18.2 

12 $6,893,324 29.5 29.1 27.7 

Sh ................................ 1,886,184 0 6 
NEW MEX rev. port .. . . .. .. . . .. .. . . .. .. . .. . .. .. .. 5, 180,856 -3 6 
TEXAS Ab.ICO: Roswell ' . • . . . . . . . . • . . . . • . . . . . . . . . . . . . 642,348 5 

: ~:~~~If~.'.': : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : ~:~:~:m _~ 1 ~ 
B.a~';,;~~t:P~ri 'A;t;'~; . . . • . . • • . . . . • . . . . . . . . . . . . 4,204,140 2 -3 
Brownsville.Horlin en:S'a" Ii ..... .. .. .. .. .. .. .. .. 5,387,664 -1 ~ 17 
Corpus Christi ' g n en:to........ ........ ~'~~r'~~~ 8 1 ~ 

~tf~~~~~:::;; ~ ~ ;; ~ ~; ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~; ~ ~ ~ ~ ~ ~ 6~;~~~~m =~ ~~ 
Galv.s~~.i;~~; ·eii.......................... 13,713,588 =f -f 

~~~.u'H ';11i~li ~! ~l 
T exark on'(T' . . • . . . . • . . • . . • • . . . . • • . . . . . . . . . . 11 ,306,760 -5 179 
TYler ana exas·Arkansas).. . . . . . . • . . • • . • • . . . . 978,564 -9 

T ~~~~t~.' ~~;I;::::::::::::::::::::: : :::::::::: tm:~~~ =~ l~ 
0101_26 centers 
___ ..... \ . . . .. . ..... . . .... ..... . . . .... $205,275,720 

! Depos its of i " 
- COunty b . "dIYlduals, partnerships, and corporations and of states and political subdivisions. 
a Revised a SIS . 

r _ Revis~~~65) SMSA boundari.s. 

11 

VALUE OF CONSTRUCTION CONTRACTS 

(I n millions of dollars) 

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS January- June 

~:::::::::======(=I=n=t=ho=u:s=an=d=s=o=f:d=o=ll=a=rs=) ====================== 
___ Item 

Total 
DI.c gold certiflcate r 
Oth aunts for member b's°ieves . . ..... . ... .. . . 
U.S.o

G
r diScounts and od~n s ••••• •• ••••••• •• 

T ovornm t ances . ............ . 
Mta! Oarning en securities . . .... . . .. .... .. . 
Fe~~ber bank ~~sS~:;~'d' . . ',' ...... .. ... .. . 

raj Rose eposlts .. . . .. .. . . ... . 
_______ rvo notes in actual circulation .... . 

July 27, 
1966 

573,909 
43,808 

o 
1,527,953 
1,571,761 

955,151 
1,244,525 

Jun. 29, 
1966 

426,775 
52,173 

290 
1,616,509 
1,668,972 

902,467 
1,226,975 

July 28, 
1965 

391,725 
7,1 20 

o 
1,622,998 
1,630,118 

899,105 
1,125,265 

DAILY AVERAGE PRODUCTION OF CRUDE OIL 

~:::::::::::::(=I :n :th=o:u=sa=n=d=s=o=f=b=a=rr=.=l s=) ====================== 
Percent change from 

A June May Jun . May Juno 
~:~=a=-________ 1_9~66~P~ __ ~19~6~6~P ____ ~19~6:5 ____ ~1~96~6~ ___ 1~9~6_5 __ 

T exa;.H DiSTRiCT •. . . •• .• . . 3,461.4 3,495.2 3,192.3 -1.0 8.4 
Gulf C~~;t:' . . . . .. .. . . 2,988.2 3,002.6 2,754.1 -.5 8.5 
We•t Tex ...... . •.. . 546.4 547.3 517.7 -.2 5.5 
~a .t T.xa~(····· .)..... 1,368.9 1,377.7 1,264.2 -.6 8.3 
anhandl proper.. .. . 128.3 130.0 110.2 - 1.S 16.4 

S RestOfSt·i .......... · 97.6 97.7 99.2 - .1 - 1.6 
OUlhea. ter a e. . . . . . .•.. 847.0 849.9 762.8 - .4 11.0 

o Northern lO~i~~: Mexico.. 296.5 315.9 289.1 -6.2 2.6 
lJTSIDE ELEVa........ 176.7 176.7 149.1 .0 lB.5 

~ STATE::~. ~~~~~I~~ 4,873.9 4,871.8 4,m.6 .0 7.0 
" ~ 8,335.3 8,367.0 7,747.9 -.4 7.6 
P - Pr J' :-----------_____________ _ 
SOlJRC~S'.m~ary: 

. U ~er l can Petroleum Institute. 
F' . Bur.au of Mines. 
ederal Res.rve Bank of Dallas. 

Juno May June 
Area and type 1966 1966 1965 1966 

FIVE SOUTHWESTERN 
460 533 501 2,638 STATES' ..... •... .. · ·· · . 

R.sid.ntial building •....•• 171 210 206 1,089 
Nonresidential building .... 160 150 177 835 
Nonbuilding construction ... 129 173 118 714 

UNITED STATES ... . . . .. .. ·• 4,854 5,132r 4,625 26,706 
R.sidential building •.... • • 1,828 1,970 2,080 10,579 
Nonresidential building .. , . 1,885 1,826 1,551 9,827 
Nonbuilding construction . . . 1,140 1,335 993 6,299 

1 Arizona, Louisiana, New Mexico, Oklahoma, and Texas. 
r- Revised. 
NOTE. - Details may not add to tota ls bocauso of rounding. 
SOURCE , F. W. Dodge Corporation. 

INDUSTRIAL PRODUCTION 

(Seasonally adlusted ind.xes, 1957·59 = 100) 

Area and type of Index 

TEXAS 
Total industrial production .. . .. . 

Manufacturing .... . .. ....... . . . 
Durab/ ....... .. .... • ••••• •• • 
Nondurable .•... .... . . ..... .. 

Mining • .•.•........ .. .. .. .. .. 
UNIT ED STATES 

Total industrial production .• ... . 
Manufacturing. ,. , ..... . . , . ... , 

Durab/ . . . .... . . . ••••••••••• • 
Nondurable .......... . ...... . 

Mining, •• , .... •. . ·· ,··· · · ·· · . 
Utilities ........ . · •··•··· .. • .. . 

p _ Pr. limlnary . 

June 
1966p 

151.6 
178.5 
185.2 
173.6 
116.3 

155.8 
158.5 
165.1 
150.2 
118.4 
169.5 

May 
1966 

148.8 
173.0 
176.4 
170.5 
117.0 

155.0 
157.7 
164.3 
149.5 
118.1 
169.0 

;OuRRC;~s:edBoard of Governors of the Fed.ral R.serv. System . 
Fed.ral Res.rv. Bank of Dallas. 

April 
1966r 

144.9 
172.4 
176.5 
169.5 
108.8 

153.7 
156.4 
162.7 
14B.4 
115.8 
168.3 

1965 

2,752 
1,06B 

9B9 
694 

24,695 
10,715 
8,422 
5,558 

June 
1965r 

137.0 
158.6 
161.4 
156.6 
108.6 

142.7 
144.1 
148.1 
139.0 
115.3 
161.9 

3 



CROP PRODUCTION CROP ACREAGE 

(In thou sands of bushel s) (In thousands of acres) 

-= 
TEXAS FIVE SOUTHWESTERN STATESt TEXAS FIVE SOUTHWESTERN STATESt 

1966, 1966, Harvested Harvested 
estimated Average estimated Average For For 

Crop July 1 1965 1960-64 July 1 1965 1960-64 

Winter wheat .... 65,340 72,630 62,436 170,330 212,716 164,459 
Corn ........... 17,664 19,371 27,935 26,130 29,596 41,196 
Oat . .. .... ..... 22,148 21,975 21,503 30,111 31,019 32,623 
8arley • •• • ••• • • 2,280 2,698 6,292 24,104 25,914 31,074 
Rice' . ........ •. 21,168 21,714 15,838 40,803 40,512 30,991 
Hay' .. .... ..... 2,891 3,065 2,363 7,761 8,348 7,008 
Flax ••• d •••••. • 720 940 955 720 940 955 
Irish potato es.4 ... 4,440 2,921 2,637 8,236 5,813 5,633 
Sweet potatoes.4 .. 975 1,280 1,112 4,607 6,104 4,769 

1 Arizona, louisiana, New Mexico, Oklahoma, and Texas. 
!l In thousands of bags containing 100 pounds each. 
3 In thousands of tons. 
16 In thousands of hundredweight. 
SOURCE , U.S. Department of Agriculture. 

ha rvest Average harvest Average 
Crop 1966 1965 1960-64 1966 1965 1960-64 -

Cotton ......... 4,400 5,850 6,650 5,644 7,479 8,470 
Winter wheat .... 2,970 3,228 3,068 7,884 8,252 7,5 19 
Corn . ....... ... 552 587 992 813 877 1,417 
Oats .. ... ... ... 791 879 848 1,058 1,149 1,249 
8arley ••.••••.• 114 142 287 694 645 1,047 
Ry . ....... ..... 31 29 26 85 87 93 
Rice ........... 504 462 442 1,065 977 931 
Sorghums ....... 6,257 6,195 6,437 7,728 7,651 7,940 
Hay • ••• ..• •• .. 2,207 2,181 1,923 4,740 4,787 4,246 
Peanuts .. ....... 295 292 288 434 430 414 
Flaxseed ... . ... 96 99 104 96 99 104 
Irish potatoes .... 30 22 19 51 40 36 
Sweet potatoes .. 13 16 15 65 78 71 ---1 Arizona, louisiana, New Mexico, Oklahoma, and Texas. 

SOURCE, U.S. Departm ent of Agriculture. 

BUILDING PERMITS 

VALUATION (Dollar amount. in thou.and.) 

Percent change 

Juno 1966 
NUM8ER from 

June 6 mos. June 6 mos. May 
6 months, NONAGRICULTURAL EMPLOYMENT 

June 1966 from 
Area 1966 1966 1966 1966 1966 1965 1965 

Five Southwestern Stotes' 

ARIZONA ~ 
Tucson • • • •••• • 856 3,969 $ 5,645 $ 13,662 455 152 18 Percent change 

LOUISIANA Numb er of persons Juno l 96~ 
Shrev. port •••• 427 2,170 3,620 14,205 8 120 56 

TEXAS June May June May June 

AbUeno ••••••• 79 441 846 8,452 -60 -74 -6 Type of .mploymont 1966p 1966 1965r 1966 1965 

Amarillo • ••••• 356 1,184 5,511 19,375 147 116 11 -----Austin ....••.. 350 1,970 7,301 42,997 -4 -33 34 Totol nonagricultural 
4.4 Beaumont • ••• • 111 1,114 1,555 8,754 -42 11 - 19 wag e and salary workers .. 5,375,200 5,336,100 5,148,900 0.7 

Corpus Christi .. 414 2,245 2,681 18,506 -26 28 27 Manufacturing ........... 984,000 964,500 919,200 2.0 7.0 
Dalla ......... 2,149 12,063 17,643 106,430 8 -35 -1 

Nonmanufacturing . .... •.. 3.8 
EI Pa.o ...... . 373 2,557 3,411 29,358 -31 -28 -7 4,391,200 4,371,600 4,229,700 .4 

-.1 
Fort Worth •••• 669 3,733 5,806 28,103 24 6 8 Mining •••. . ••..• • ••.• 238,300 233,200 238,400 2.2 

.8 
Golveston . .... 121 515 981 4,222 154 35 50 Construction •••..••••.• 363,000 354,900 360,000 2.3 
Houston • ••••• 2,454 12,993 23,632 176,855 -39 -7 21 Transportation and 

2.4 
Lubbock • •• • •• 167 1,187 1,749 29,635 -68 -34 33 public utilities ... . .... 417,500 412,000 407,600 1.3 

3.7 
Midland •• •• •• 71 615 723 10,676 -58 -59 15 Trad • • ••.••• •..••.•. • 1,263,400 1,256,100 1,218,700 .6 
Odessa ....... 117 716 1,959 8,248 110 64 36 Finance • ••....•• ••.••• 270,800 266,900 262,700 1.5 3.1 

Port Arthur ••.• 113 542 355 3,135 -34 -37 - 16 Service . .. .. .. . .... . . . 788,200 777,800 754,000 1.3 4.5 

San Antonio ••• 1,599 8,127 7,663 53,105 41 12 73 Government •.......... 1,050,000 1,070,700 988,300 - 1.9 6.2 

Waco . . . ... .. 206 1,207 1,200 6,472 102 -60 -50 --Wichita Fall ••• 60 460 517 7,495 -3 1 27 1 Arizona, louisiana, New Mex ico, Oklahoma, and Texas. 

Total-19 citie • • • 10,692 57,808 $92,798 $589,685 
p - Preliminary. 

-10 -11 16 r - Revised. 
SOURCE, State emp loyment ag encies . 

MExtCO • 

ELEVENTH FEDERAL RESERVE DISTRICT 

4 

~ Dallal Head OUice Territor), 
IlIIIIl HOU l ton Bronch Territor), 

. I;:!:!:):!:I Son Antonia Bronch Territory 
~ EI PO l O Branch Territor), 




