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19GB-high demand 

amid inflation 

national situation 

The year 1968 can be characterized as one 
of booming economic conditions, with virtually 
full employment, high-level output, and rapid 
expansion in personal income. It was a year 
highlighted by crises on the international mone
tary front; the passage of an income tax sur
charge, along with congressionally directed 
restraints on spending; preoccupation with na
tional elections; great social unrest; and pro
nounced price inflation. Gross national product, 
or the value of goods and services produced in 
the Nation, last year reached $860 billion, or 9 
percent above the ] 967 total. The gain out
stripped the 1967 increase by a wide margin. 
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If adjusted for price changes, the rise in GNP 
last year is double the small advance achieved 
in 1967 but is lower than in any other year 
since 1963. 

economic developments 

Aided by the largest increase in prices during 
this decade, gross national product rose to new 
records in each successive quarter last year, 
although the pace of economic growth was 
slightly more rapid during the rust half of the 
year. After advancing at an annual rate of 
nearly $16 billion in the last quarter of 1967, 
GNP during 1968 increased $20 billion in 
the first quarter and rose by a slightly larger 
amount in the second quarter. The rate of ex
pansion eased slightly during the remaining 6 
months, but the gain averaged around $17 bil
lion for the period. 

With the exception of net exports, aU of the 
broad categories of spending - personal con
sumption, private investment, and government 
outlays - contributed to the advance in eco
nomic activity. The private sector of the econ
omy accounted for a significantly larger propor
tion of final saI.es last year tllan was the case in 
1967. A dampening in demands from the pri
vate sector was one of the results expected to be 
derived from tlle income tax surcharge. The 
fact that the dampening influence was not as 
immediate or as pronounced as was expected by 
many analysts probably was a surprise. 

The vigor in personal consumption expendi
tures was a key factor contributing to gains in 
the national economy, and marked rises in such 
spending occurred in each quarter. In fact, dur
ing the third quarter, the $13 billion increase 
in personal consumption expenditures repre-
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sented 72 percent of the rise in total GNP. For 
the year, personal consumption outlays ex
ceeded those in 1967 by nearly 9 percent. 

In contrast to 1967, when purchases of dura
ble goods rose only moderately, the consumer 
sharply increased his outlays for these items 
last year. Automobiles, in particular, caught 
the fancy of the consumer; and in October an 
all-time high was set in the number of t;nits 
sold. Th~ rise in durable goods spending was 
not restncted to automobiles; furniture and ap
pliances also shared in the increased sales. In 
the nondurable goods area, department stores, 
apparel outlets, and drug and proprietary stores 
experienced substantial gains in sales and 
spending on services continued its lon~-term 
uptrend. 

Several elements may have contributed to 
the strength in consumer buying last year. The 
consumer entered the year in a relatively liquid 

PERSONAL INCOME AND RETAIL SALES 
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position, having saved a historically high pro
portion of his income in 1967; during] 968, he 
reduced his rate of saving, although it was still 
high, and expanded his use of credit. In addi
tion, personal income rose substantially last 
year - 9 percent - with many of the wage 
settlements providing heavy "front-loaded" in
creases in pay. Wages and salaries expanded 
more rapidly than did other sources of income. 
The advance in manufacturing workers' pay, 
relative to the rise in output, resulted in a gain 
of more than 4 percent in labor cost per unit 
of output. It is likely that the accelerating price 
increases for a wide range of goods provided a 
spur to consumers who were buying in order to 
avoid anticipated higher markups. 

Total governmental purchases of goods and 
services rose again last year, but the gain was 
well below that in either 1966 or 1967. The 
slackening in the upward pace of spending by 
the Federal Government was somewhat greater 
than that for state and local governmental 
units. Expenditures by the Federal Government 
tapered in the last half of the year, partially as 
a result of a curtailment in some programs, a 
reduction in employment, and a moderation in 
the rate of increase in outlays for the Viet-Nam 
war. Last year, the rise in expenditures of both 
Federal and non-Federal governmental units 
was more evenly balanced - in contrast to 
1967, when Federal outlays were considerably 
more vigorous. 

Total fixed investment provided a strong im
petus to the growing economy last year, with 
the advance, percentagewise, in such invest
ment exceeding the rise in total GNP. The 
growth in business fixed investment during 
1968 was much greater than the small 1967 
~'ise but was well below the sharp gain achieved 
111 1966. Plant and equipment expenditures in 
1968 totaled about $64.5 billion, or 4.7 percent 
above the level of 1967. During the second 
quarter of the past year, plant and equipment 
expenditures dipped but, then, recovered to 
finish the year on a strong note. 



The expenditures of one industrial group, 
transportation other than railroads, were 17 
percent above 1967 - the largest gain of any 
industrial group - with airlines, trucking, and 
pipelines having the most noteworthy advances. 
Public utilities also showed large capital spend
ing increases during the year. One nondura
ble goods manufacturer, the rubber industry, 
showed a very substantial gain by increasing 
plant and equipment expenditures 25 percent 
in 1968. 

A factor contributing to the slight gain in 
manufacturing plant and equipment expendi
tures was the low capacity utilization rate for 
most industries during the year. In the first 
half of 1968, the rate was about 85 percent
little changed from the level in the first quarter 
of 1967. After the slowdown in steel output 
during August and September 1968, the rate 
dropped even lower. 

Changes in business inventories last year 
were heavily influenced by developments in the 
steel and automobile industries; and consider
ing the rise in final demand, inventory growth 
remained within fairly manageable bounds. In
ventory accumulation was very evident during 
the second quarter of the year, when a rise of 
$10.8 billion, on an annual-rate basis, took 
place. High steel output, along with the con
comitant building of steel inventories in antic
ipation of a steel strike on August 1, was a 
major reason for the second-quarter rise. It was 
felt that large steel inventories would act as a 
depressant on total industrial production after 
July, but vigorous economic activity tended to 
offset this prospect. 

Involuntary inventory accumulation was not 
a problem in 1968 for most sectors of the econ
omy. Demand by consumers prevented the 
problem from arising. The inventory-shipments 
ratio of manufacturers averaged 1. 71 during 
the first 9 months of the year and was lower 
than the figure for 1967. The ratio undoubtedly 
would have been much lower for the J anuary-

September period of last year if large stocks 
of steel had not been accumulated. During the 
last half of the year, automobile manufacturers 
increased inventories, in order to insure a large 
selection, in response to the rapid pace of sales. 
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Residential construction showed more vigor
ous activity in 1968 than in either of the pre
vious 2 years. Partly reflecting the rapidly rising 
construction and land acquisition costs, outlays 
for private residential construction approached 
12 percent above 1967. A major factor in the 
strength of residential construction was tlle 
building of apartments. Demographic factors -
including tlle record number of marriages dur
ing 1968, population growth, and the continu
ing tendency on tlle part of retired persons to 
maintain separate households - were impor
tant in stimulating residential construction, 
especially of multiple units. 
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Despite the high mortgage rates, residential 
building moved up sharply last year. Housing 
starts averaged 1.5 million units during the first 
11 months of the year, or almost 18 percent 
above the average for 1967 and 30 percent 
above the depressed level of 1966. Toward the 
end of 1968, it was reported by industry sources 
that, despite the rapidly rising prices of homes 
and high mortgage interest rates, prospective 
home buyers were showing greater interest in 
purchasing than earlier in the year. 

Net exports of goods and services deterio
rated in 1968 as compared with the preceding 
years in this decade. In the first quarter of last 
year, they dropped to less than one-half the 
rate of the fourth quarter in 1967 and were 
even further below the levels of the other three 
quarters of that year. However, gains were re
corded in net exports as the year 1968 pro
gressed. During some months, deficits on mer
chandise trade occurred. Heavy imports of 
copper in the first quarter of 1968, stemming 

PRODUCTION AND INVENTORIES 
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from the continuance of the copper strike, were 
a prime factor in a disappointing first quarter, 
although imports of this kind on such a heavy 
scale are nonrecurrent. Throughout the year, 
imports of steel and of automobiles were high. 

Industrial production rose to new records in 
1968 and averaged 4 percent more than in 
1967. The high levels of crude petroleum out
put during the winter were a stimulant to total 
production early in the year, and the resump
tion of copper production in March also buoyed 
industrial output after an exceedingly long cop
per strike. A very high level of output was 
maintained during the May-July period, when 
the iron and steel industries boosted output 
rapidly in order to produce large inventories as 
a hedge against a possible steel strike on August 
1. Requirements generated by the Viet-Nam 
war kept defense production on a high plateau, 
but there was no major inct:ease in defense out
put. Industrial output decreased markedly in 
August, as steel output dropped, but surged in 
the last quarter. Automobile production in 
1968 was far higher than in the previous year, 
with output in October setting a new monthly 
record. 

Manpower requirements to service the ex
panding economy were very large throughout 
1968, while the civilian labor force expanded 
less rapidly than in 1967. The unemployment 
rate for all workers averaged 3.6 percent, with 
the rate for married men being no higher than 
1.7 percent during any month. In November, 
the unemployment rate was 3.3 percent, which 
is the lowest rate since the Korean war era. The 
high rate of teen-age unemployment continued 
to receive pUblicity, as during the last couple of 
years, because of the problems associated with 
many urban areas. However, the lack of skills 
and permanency of teen-age workers has hin
dered their employment. During the year, non
manufacturing employment grew more rapidly 
than the manufacturing work force, even 
though the length of the manufacturing work
week increased fractionally. State and local 



PRICE MOVEMENTS 
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government employment showed the fastest rise 
of any major category; the number of workers 
employed by the Federal Government trended 
downward after mid-1968. 

One of the principal problems facing the 
economy during 1968 was inflation. Rising 
prices were clearly evident in the consumer 
sector, with the consumer price index advanc
ing about 4 percent on a year-to-year basis. The 
rate of advance was the highest since the 
Korean war period of 1951. The largest price 
advances occurred in consumer services, where 
labor inputs constitute a major part of total 
cost. It is the service sector that has experienced 
the fewest gains in labor productivity. Medical 
costs have made perhaps the most rapid ad
vance of all services, with the reason being at
tributed to strong wage gains by hospital em
ployees and to medicare benefits for the aged. 
Homeownership costs, especially mortgage in
terest rates, have also shown marked advances. 

financial developments 

Financial markets in the United States were 
SUbject to pressure during the first half of 1968 

and again late in the year by heavy demands 
for funds at a time when monetary restraint 
tended to limit the available supply. Interest 
rates in the money and capital markets rose to 
record levels. Although credit growth slowed 
somewhat, the pace of expansion continued at 
a high level. Both domestic and international 
financial markets were affected by a series of 
severe crises in the gold and foreign excbange 
ma(jkets. The U.S. balance of payments im
proved moderately from the swollen deficit of 
1967, despite a sharp deterioration in the trade 
surplus. 

The pattern of domestic financial develop
ments in 1968 was quite uneven. In the first 
half, the growth of bank credit slowed sbarply, 
and interest rates reached record levels in mid
May. However, with the passage of the Federal 
tax increase-spending reduction legislation in 
late June and the attendant development of ex
pectations that the economy would slow mark
ed ly, interest rates moved downward and bank 
credit growth accelerated. In late summer and 
early autumn, interest rates began to move up
ward again, since continued rapid economic 
growth suggested that the surtax was not affect
ing the economy as rapidly as many market 
participants had expected. 

Each of the three major tools of general 
monetary policy was employed by the Federal 
Reserve System to moderate the pace of eco
nomic expansion in early 1968. Reserve re
quirements on demand deposits were advanced 
early in January. The discount rate was in
creased twice in the spring - in March and in 
April - and reached 5112 percent, the highest 
level since 1929. Moreover, open market opera
tions in the first half were conducted so as to 
reduce the growth of bank reserves progres
sively. The net reserve position of the Nation's 
member banks shifted from net free reserves of 
almost $200 million in the fourth quarter of 
1967 to a slight net borrowed reserve figure of 
$44 million in the first quarter of 1968 and to a 
deep net borrowed reserve level of over $350 
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RESERVE POSITION OF MEMBER BANKS 
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million in the second quarter. The management 
of open market operations was complicated in 
the first half, particularly in March and April, 
by the gold crisis, which resulted in large inter
national flows of funds. 

The pressure on bank reserve positions was 
reduced after midyear, especially in the third 
quarter, as monetary policy sought to accom
modate the easing in money market conditions 
associated with the passage of the Federal tax 
increase-expenditure reduction bill. Net bor
rowed reserves became less deep, averaging al
most $200 million in the third quarter. More
over, the Federal Reserve discount rate was 
lowered one-fourth of 1 point in late August. 

In November and December, the pressure on 
bank reserve positions was intensified as it be
came evident that the economy was maintain
ing its momentum. Net borrowed reserve posi-

8 

tions approached the deep levels of the second 
quarter. The conduct of open market operations 
in late 1968 was made more difficult by a major 
international fmancial crisis, related to the 
French franc and the German mark, which 
again brought about particularly large inter
national flows of funds . In mid-December, the 
discount rate was returned to 5112 percent. 

Money market rates moved upward quite 
sharply through mid-May, with the market 
yield on 3-month Treasury bills approaching 6 
percent and the effective rate on Federal funds 
exceeding 6 percent. Money market rates de
clined moderately after mid-May, principally 
reflecting expectations of a slowing in the 
economy, and the reductions continued through 
early August. The market yield on 3-month 
bills fell below 5 percent for a few days, but the 
effective rate on Federal funds remained near 
its peak level, primarily because of the tech
nical position of the market. 

In early August, money market rates again 
began to move upward, as market expectations 
were disappointed by continued buoyant eco
nomic news. The upward adjustment of rates 
became quite sharp in the fall; and by Decem
ber, most money market rates had retraced vir
tually all of their previous decline and were near 
their peak May levels. By mid-December, in 
fact, the market yield on 3-month Treasury bills 
exceeded its mid-May peak and was about 6 
percent. 

The prime rate, the rate charged by commer
cial banks for short-term loans to the most 
creditworthy borrowers, generally moved in line 
with other market rates in 1968. The prime 
rate was increased to 6lh percent in April. In 
late September, however, after the declines in 
market rates and the Federal Reserve discount 
rate, the prime rate was reduced to 6% percent 
by some banks and to 6 percent by others, once 
again resulting in a split prime rate. Following 
the sharp advances in market rates in the fall 
(including CD rates, which moved to near-



ceiling levels) and because of heavy loan de
mand, the prime rate was raised back to 6112 
percent in early December and to a record 6% 
percent in mid-December. 

Yields in the capital market generally paral
leled money market rates during most of 1968. 
The increase in rates in the capital market in 
1968 was less pronounced than in the money 
market, since capital market rates had ad
vanced throughout most of 1967. Yields ad
justed upward until mid-May, with gains rang
ing from 5 to 15 basis points, then declined 
about 15 to 30 basis points through early Au
gust, but finally rose substantially late in the 
year. The rise in yields late in 1968 brought 
most capital market issues beyond their pre
vious highs by year-end; particularly was this 
the case in the municipal market, which was 
burdened by an especially heavy supply of new 
issues. By year-end, some new high-grade cor
porate issues were offered at about 7 percent. 

SHORT-TERM INTEREST RATES 

United States 

The rate of growth of bank credit at the Na
tion's commercial banks was almost as rapid in 
1968 as in 1967. Total bank credit (loans ad
justed and total investments) advanced an esti
mated 10 percent, compared with an 11.5-
percent increase in 1967. In the first half of 
1968, however, bank credit rose at an annual 
rate of only about 6.5 percent. The rate of 
growth of bank credit ballooned in the third 
quarter to an annual rate of almost 20 percent, 
primarily because of heavy Treasury financing 
and bank loans to Government security dealers 
to carry the extremely heavy inventory of se
curities built up in anticipation of a decline in 
interest rates. 

Loan demand was quite strong in 1968, re
flecting the rapid advance in economic activity. 
Loans adjusted increased almost 12 percent, or 
nearly 50 percent more than in the previous 
year. Business loan demand, while relatively 
strong, was less robust than might have been 
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expected, given the surging nature of the econ
omy. A partial explanation of this performance 
includes heavier business participation in the 
issuance of commercial paper, carry-over liquid
ity from the record amount of capital market 
issues in 1967, and the continuingly large vol
ume of issues in 1968. Business loans rose an 
estimated 10 percent, about the same rate of 
growth as in 1967. 

COMMERCIAL BANK LOANS AND INVESTMENTS 
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Most other major loan categories showed 
considerable strength in 1968. Consumer loan 
demand was especially strong, principally re
flecting the surge in automobile sales. Consumer 
loans advanced an estimated $5 billion, or 
more than double the gain in the preceding 
year. Similarly, real estate loan demand was 
robust, as construction activity expanded. Real 
estate loans at the Nation's commercial banks 
advanced an estimated $6 billion, about one
third more than the increase in these loans in 

10 

1967. Finally, security loans rose considerably, 
particularly after midyear. 

Total investments of the Nation's commercial 
banks expanded moderately in 1968 -- by ap
proximately 9 percent, or substantially less than 
in 1967. The increase in total investments was 
spread unevenly over the year, reflecting the 
variations in monetary conditions; security 
holdings advanced only about $3 billion in the 
first half. Total investments rose rapidly after 
midyear, however, as deposit inflows increased 
substantially and the Treasury was a heavy 
borrower. The rise in total investments during 
1968 was heavily concentrated in bank hold
ings of non-U.S. Government issues (primarily 
municipals), which expanded an estinlated $9 
billion. Holdings of U.S. Government issues 
rose only about $1 billion last year. 

The improvement in commercial bank liquid
ity (as measured by the loan-deposit ratio) 
which had characterized 1967 was reversed 
somewhat in 1968. After declining from 65.8 
percent in December 1966 to 63.8 percent in 
December 1967, the loan-deposit ratio for all 
commercial banks in the Nation rose to a high 
of 66.2 percent during the third quarter of 
1968. As the year-end approached, however, 
the loan-deposit ratio retreated to an estimated 
65.5 percent, since deposits grew rapidly while 
loans expanded only moderately. 

Although net long-term corporate borrowing 
was somewhat below the extraordinarily high 
levels of 1967, new security offerings in 1968 
were still very large by historical standards, 
reaching an estimated $21 billion. The large 
amount of corporate borrowing continued to 
place upward pressure on interest rates. A com
bination of factors led corporations to make 
persistently heavy demands upon the capital 
market: a sizable discrepancy between capital 
expenditures and internally generated funds , all 
increase in corporate income taxes during the 
year, and expectations of further advances in 
capital market rates. Increasing emphasis was 



placed upon stock issues as capital market 
yields were high throughout most of the year. 
Corporate stocks outstanding rose approxi
mately $4 billion, substantially above the $2.8 
billion recorded in 1967. 
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Most new corporate security offerings (about 
80 percent) were bond issues. The value of 
privately offered bonds increased relative to 
publicly offered issues. Total public bond offer
ings were an estimated $11 billion, down about 

$4 billion from a year ago, while private 
placements were only slightly below the $7 bil
lion level of 1967. 

State and local governments borrowed an 
estimated $16 billion of new funds in the capital 
market during 1968, which is approximately 10 
percent above the advanced level of offerings 
in 1967. Reflecting past trends, most state and 
local borrowings were slated for expansion of 
educational facilities and for public improve
ments. Industrial revenue bonds accounted for 
a sizable share of new issues, as many state and 
local borrowing units anticipated a reduction in 
the volume of these bonds because of recent 
legislation limiting their tax-exempt feature 
after the end of 1968. Commercial banks were 
especiaUy heavy purchasers of municipal se
curities after midyear, when reserves became 
relatively more available. 

While Treasury demands upon the money 
and capital markets were reduced during the 
last quarter of 1968 as tax revenues increased 
substantially, cash borrowings for the 12 
months totaled about $25 billion, around $4 
billion more than in 1967. Most of the new 
cash-approximately $13 billion- was raised 
during the first half of the year. In the second 
half, the Treasury borrowed an estimated $12 
billion in new money, which is about 25 percent 
less than the amount borrowed in the compa
rable 1967 period. 

In addition to raising new money in the sec
ond half of 1968, the Treasury also refunded 
$10.1 billion of maturing notes and bonds 
through the issuance of an 18-month note and 
a 6-year note in mid-November. Outstanding 
issues eligible for exchange totaled about $11.9 
billion, with the public holding $5.6 billion of 
the maturing securities . Investors exchanged 
$3.7 billion for the new notes. The average 
maturity of the Federal marketable debt re
mained relatively stable during the year, rising 
slightly from 4 years in December 1967 to 4 
years 1 month in September 1968. 
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MONEY SUPPLY 
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Continuing the rapid pace set in 1967, the 
money supply (conventionally defined as de
mand deposits adjusted and currency in the 
hands of the public) rose an estimated $12 bil
lion, or 6.6 percent, in 1968. During 1967, the 
money supply had increased $11 billion, or 6.4 
percent. In both years, an upward surge of 
demand deposits accounted for most of the 
gain, as the demand for money for trans
actions purposes continued strong with the 
rapid growth of current-dollar GNP. The de
mand deposit component of the money supply 
rose approximately $9 billion in 1968, com
pared with an $8.8 billion increase in the pre
vious year. Currency and coin in the hands of 
the public expanded an estimated $3 billion, 
somewhat greater than the gain in 1967. 

Time and savings deposits at commercial 
banks in the Nation continued to expand during 
1968. The rate of growth, however, was sub-

12 

1967 1968 

stantiaLly below the 16-percent increase in 
1967. For the year 1968, time deposits rose an 
estimated 12 percent; the gain in such depos
its was especially rapid in the third quarter, 
when interest rates declined. Changes in regula
tion Q and fluctuations in market rates of in
terest produced irregular movements in time 
deposit flows, particularly for the large certifi
cates of deposit. 

Negotiable time certificates of deposit issued 
in denominations of $100,000 or more de
creased over $1 billion in the first half, since 
advanced market rates reduced the competi
tiveness of these money market instruments. 
For the third quarter, however, the amount of 
the CD's outstanding surged upward around $3 
billion as declining market rates, coupled with 
the higber regulation Q ceilings in April, stim
ulated their growth. The amount of large CD's 
outstanding then grew only moderately in the 



last quarter, when market rates once again rose 
to record levels. 

Liquid assets held by the public advanced 
substantially in 1968, continuing the rapid rate 
of increase in 1967. Nevertheless, the rela
tively more attractive money market and cap
ital market rates retarded the flow of funds into 
financial intermediaries, while holdings of short
term U.S. Government securities increased 
sharply. Shares in savings and loan associations 
rose an estimated $8 billion during the first 11 
months of 1968, compared with a $10 billion 
increase during January-November 1967. Time 
deposits at commercial banks and mutual sav
ings banks were up about $20 billion and $4 
billion, respectively, or somewhat less than the 

LARGE CERTIFICATES OF DEPOSIT* AT 
WEEKLY REPORTING COMMERCIAL BANKS 
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gains in 1967. Holdings of U.S. savings bonds 
showed almost no change from the level 
reached in December 1967. 

international developments 

The international financial structure was once 
again subject to severe strain during 1968. 
There were two major crises which threatened 
the stability of the existing international finan
cial arrangements, as well as a number of 
smaller disturbances. The crises were part of a 
series of continuing upheavals, which have in
cluded the devaluation of the British pound 
sterling in November 1967 and the large gold 
demand later that year. 

The first major crisis occurred in March and 
centered on the gold markets, while the second 
major crisis occurred in November and cen
tered on the values of the German mark and the 
French franc. Cooperation among the world's 
central banks was successful in preserving the 
existing structure, but, as of the end of 1968, 
international financial markets were still under 
strain. 

The gold markets were faced with numerous 
bouts of speculative buying in late 1967 and 
early 1968. In mid-March, enormous specu
lative purchases of gold occurred, a demand for 
gold which truly reached stampede proportions. 
Following large losses of gold, leading central 
bankers of the world met in Washington, D.C., 
and announced that they would no longer sup
ply gold to the London market at $35 per 
ounce but would trade gold among themselves 
at that price. In effect, the meeting resulted in 
the establislul1ent of a "two-tier" gold price-
one price in the free market and one price 
among the central banks. The free market price 
traded above the level of $35 per ounce during 
the remainder of the year, generally between 
$37 and $41 per ounce. 

The second major crisis in the international 
financial structure occurred in November, al
most 1 year to the day from the British devalua-
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tion. This crisis was a partial outgrowth of the 
strikes in France in May and the resulting in
flation there, coupled with the continuation of 
a large German trade surplus. These factors 
indicated to many market participants that 
there was a distinct possibility of an upward 
revaluation of the German mark and a devalu
ation of the French franc. Their expectations 
produced large movements of funds out of 
francs and into dollars and marks. Moreover, 
the crisis placed heavy pressure on the British 
pound. The threat to the stability of the inter
national financial order was met by a combina
tion of German measures to reduce the trade 
surplus, French measures to restrain the econ
omy of France, and a package of credits of 
$3 billion to that country. In addition, Great 
Britain announced further restraining mea
sures to increase the effectiveness of the 1967 
devaluation. 

The Federal Reserve swap arrangements 
were raised sharply in 1968, advancing from 
slightly over $7 billion at the end of 1967 to 
$10.5 billion at the end of 1968. The total 
advance of over $3 billion in swap arrange-

U.S. BALANCE OF PAYMENTS 

Th ird qu ar ter pr olimin ary. 
SOURCE : U .S. Dep artm ent of Co mm e r ce. 
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ments included increases of $900 million and 
$500 million in swap arrangements with the 
Bank of France and the Bank of England, re
spectively. As further evidence of international 
monetary cooperation, additional steps were 
taken toward the final implementation of the 
special drawing rights facility during a March 
meeting of the Group of Ten in Stockholm, and 
the United States ratified the necessary amend
ments to the International Monetary Fund late 
in the year. Moreover, the Bank for Interna
tional Settlements, acting in concert with a 
group of 12 central banks, in September an
nounced the availability of a $2 billion medium
term credit facility to the Bank of England to 
alleviate the pressures on the pound from the 
conversion of the sterling balances of the ster
ling area countries. 

During 1968, the U.S. balance of payments 
continued in deficit, although the deficit was re
duced considerably from its swollen 1967 level. 
The improvement in the balance-of-payments 
deficit resulted from large inflows of foreign 
capital, reflecting the President's balance-of
payments program and the unsettlement in 
European gold and foreign exchange markets. 
Furthermore, there were heavy sales of 
nonmarketable U.S . Treasury bonds and notes. 
However, the trade account deteriorated sharp
ly. In the third quarter, a surplus was reported 
in the balance of payments on the liquidity basis, 
the first quarterly surplus in about 3 years. 

The U.S. balance of payments, on the liquid
ity basis, was in deficit at a seasonally adjusted 
annual rate of about $1 billion in the first three 
quarters of 1968, which is considerably im
proved from the $3.6 billion deficit in 1967. 
The record foreign purchases of American 
stocks were of particular importance in im
proving the U.S. payments position. Less en
couraging was the fact that the Nation's mer
chandise surplus diminished considerably; in 
fact, for 4 out of the first 10 months of the year, 
a deficit was recorded in the merchandise trade 
account. 



The U.S. gold stock declined sharply in 
1968, particularly in the early part of the 
year. From over $12 billion in late 1967, the 
gold stock fell to slightly over $10 billion in 
March. Most of the reduction in the U.S. gold 
stock occurred in March, at the time of a surge 
in the demand for gold on the London market. 
After March, however, the U.S. gold stock in
creased slightly. 

regional situation 

Both the farm and the nonfarm sectors 
shared in the booming expansion in the South
west during 1968. Boosted by a record outturn 
of crops and livestock, the income of farmers 
and ranchers in the southwestern states of 
Arizona, Louisiana, New Mexico, Oklahoma, 
and Texas rose to an all-time high last year. 
In the nonfarm sector, employment, industrial 
production, construction activity, income, and 
retail trade advanced strongly from their 1967 
levels to new records. The opening of new 
plants, as well as the enlargement of existing 
facilities, continued apace and augmented pro
ductive capacity further. HemisFair - a par
ticularly noteworthy event in 1968 - added 
luster to the region's economy and contributed 
to the increases in sales and income. 

The continuation of substantial demands 
upon defense-related industries, a further re
surgence in residential building, and robustness 
in consumer spending (especially for automo
biles) were among the elements contributing to 
the vigor in the region's economy. Although 
petroleum mining last year did not experience 
the surge in output that had occurred in the 
summer of 1967 as a result of the Middle East 
war, crude oil production in 1968 remained 
well above that in the previous year. 

The strike of copper workers which began in 
the summer of 1967 was settled in March of 
last year; and although some other industries -
such as the construction, glass, and steel indus
tries - were involved in labor-management dis
putes during 1968, most of the work stoppages 

were not of sufficient lengtll or severity to affect 
overall economic activity for an appreciable 
period. Generally, wage and salary settlements 
were relatively large, providing a sizable in
crease in workers' paychecks, particularly 
during the earlier part of the period covered 
by the contracts. 

Total industrial production in Texas ad
vanced slightly more than 7 percent last year, 
and all of the broad industrial sectors shared 
in the growth. The expansion in output during 
1968 did not quite match the 1967 increase, 
however, mainly because of tlle somewhat more 
modest gain in mining production. Overall in
dustrial activity did not advance at a uniform 
tempo throughout 1968, with output during tlle 
latter part of the year showing a relatively more 
restrained rise. 

The advance in manufacturing output pro
vided the major upward thrust to total indus
trial production in the State. Durable goods 
manufacturing was particularly strong, increas
ing by more than 11 percent from 1967. Among 
the durable goods concerns, producers of trans
portation equipment, electrical machinery, and 
"other durable goods" (mainly ordnance) had 
the greatest gains in output. Manufacturers of 
transportation equipment stepped up produc-
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tion substantially to meet the demands for mili
tary aircraft and parts and for automobiles. 
Concerns producing electrical machinery and 
ordnance continued to meet orders for electron
ic components, communication devices, bomb 
casings, and other ordnance for the Viet-Nam 
war and defense purposes. 

OUTPUT OF MANUFACTURING SECTORS 
IN TEXAS 

NON DURA BlE S 

DURABlES 

PERCE NT I NCREASE 0 6 

1968 pa rtl y cS ( im a l Cd 
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Production of nondurable goods in Texas 
rose about 7 percent last year, or approximately 
the same as in 1967. Chemical and allied prod
ucts and petroleum refining were among the 
nondurables industries showing the largest in
creases in output. On the other hand, produc
tion of textile mill products eased slightly below 
that achieved in the previous year; and the out
put of apparel and allied products was little 
changed. In both 1966 and 1967, these two 
industries had registered significant gains. 

The mining sector in the State is heavily dom
inated by crude petroleum developments. Crude 
oil output in Texas during 1968 expanded about 
4 percent - somewhat less rapidly than in 
1967, when the disruption of supplies from 
the Middle East resulted in a sharp increase in 
domestic production during the summer. After 
peaking in August 1967, crude oil output eased 
until the end of the year but rose significantly 
during the first quarter of 1968, as a shortage 
of heating oils threatened. Subsequently, pro
duction generally trended downward until the 
final months of the year, when output held 
close to its year-earlier levels. 
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After increasing slightly in excess of 4 per
cent during 1967, construction activity in the 
five southwestern states in 1968, as indicated 
by the value of construction contracts, rose 
over 10 percent to an estimated $6.3 billion. 
Nonbuilding construction paced the upswing by 
gaining more than a fifth ; residential building 
advanced about 13 percent. On the other hand, 
nonresidential building showed little vigor dur
ing 1968 and may total slightly below the prior 
year's level. Higher land and construction costs 
gave an important assist to the rise in the dollar 
volume of building activity. 

The strength in nonbuilding construction was 
heavily centered in utilities and sewerage and 
water supply systems to serve the Southwest's 
growing population. Preparation of sites for 
airports also contributed to the increase in non
building construction activity. Street and high
way building, however, showed little growth 
from the high level in 1967, partly as a result 
of tlle more restrained flow of Federal high
way funds. 

The rise in residential construction last year 
reflected a further recovery from the depressed 
level in 1966. The gain in residential building 
in 1968, as in the preceding year, was buoyed 
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by a sharp increase in multiple-family units, es
pecially large apartment complexes. Neverthe
less, the construction of single-family homes 
also rose significantly. 

Although the estimated value of nonresiden
tial building contracts in the Southwest last year 
does not quite match the value for J 967, the 
1968 total is still the second highest of record. 
Some moderation in the pace of construction of 
religious and educational structures, hospitals, 
and commercial buildings was an important 
element in the relative stability of nonresidential 
building in 1968. Moreover, the construction 
of space for occupancy by governmenta l units 
tapered somewhat. 

The labor market in the Southwest remained 
tight last year. Total nonagricultural wage and 
salary employment in the five states in 1968 
averaged approximately 4 percent larger than 
in the previous year. Although the expansion in 
employment was not as great as that in 1967, 
the smaller gain may have stemmed, in part, 
from the somewhat less rapid growth in the 
labor force and the inability of some employers 
to hire workers with desired skills. 

The increase in the number of entrants into 
the labor force was fairly well paced with the 
ri se in employment; and unemployment in the 
five-state area in 1968 averaged about 3.4 per
cent of the labor force, a rate fractionally lower 
than in the prior year. hl some of the major 
labor markets - Dallas, Fort Worth, and Hous
ton - the unemployment rate dipped below 2 
percent during several months last year. 

Percentagewise, the number of manufactur
ing workers last year showed a larger increase 
than did the nonmanufacturing work force. In 
the nonmanufacturing sector, each of the broad 
categories of employment advanced from 1967. 
As in other recent years, the numbers of workers 
in service industries and in all levels of gov
ernment experienced the greatest ga ins. State 
and local governmental units, in particular, have 
found it necessary to increase their work force 

WAGE AND SALARY EMPLOYMENT 

Five Southwestern States 
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in order to handle the growing demands for 
education, protection, health, and similar ser
vices. In the mining sector, the number of salary 
and wage earners rose in 1968 (in contrast to 
a decline in the previous year) - a develop
ment largely associated with the ending of the 
strike in the copper industry. Also, construction 
employment advanced more rapidly last year 
than during 1967, reflecting the higher level of 
construction activity in the southwestern states. 

Total agricultural output in the five Eleventh 
District states in 1968 increased approximately 
13 percent above the preceding year and was 
5 percent more than the record set in 1965. 
A sharp gain in crop production was respon
sible for a major part of the increase, although 
livestock production also rose. Cattle and calves 
accounted for virtually all of the rise in the 
outturn of livestock products. The greater vol
mne of marketings, together with larger Gov
ernment payments, lifted farm income last year 
to a record. 

The increases in employment, in average 
wages and salaries, and in farm and ranch in
come in the Soutllwest boosted total personal 
income, which rose well in excess of the 1967 
gain of over 8 percent. Southwesterners' eager-
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MEMBER BANK LOANS AND INVESTMENTS 

Eleventh Federal Reserve District 
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ness to spend seemed little daunted by the im
position of the income tax surcharge in mid-
1968; and purchases probably were stimulated 
by the rapidly rising money incomes, a high 
level of accumulated savings, and the increased 
use of consumer credit. 

The gain in retail sales in the Southwest last 
year is estimated to be more than triple the 
smail, 3-percent rise in 1967. Although part 
of the large sales gain in 1968 reflected higher 
prices, as well as an accelerated sales tax rate, 
the increase in sales volume at retail outlets was 
sizable as compared with other recent years. 
Spurred by a sharp rise in automobile sales, the 
sales volume of durable goods outlets experi
enced the sharpest advance. Automobile reg
istrations during 1968 in major Texas cities 
totaled about 19 percent above those in the 
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previous year. Nondurable goods sales also in
creased significantly last year, and department 
store sales were very strong, rising around 11 
percent. 

Eleventh District banking developments dur
ing 1968 reflected many of the same factors as 
those in the Nation. Bank credit, loans, and 
demand and time deposits rose rapidly; and in
vestments expanded moderately. For the mem
ber banks in the District, loans advanced faster 
than deposits; consequently, the loan-deposit 
ratio increased further. Net purchases of Fed
eral funds were generally heavier tllan in 1967, 
reflecting the differing monetary environments 
of tlle two years. 

Commercial bank credit -loans and invest
ments - grew rapidly and increased about 11 
percent over tlle previous year, exceeding the 
gain for the Nation. The primary reason for 
this large rate of increase in bank credit in 
1968 was a very strong loan demand. Loans 
expanded at more than double the rate in 1967, 
with strength in demand existing for business, 
consumer, and real estate loans. Business loans 
at the larger banks in the District were espe
cially strong. 

Total investments increased an estimated 5 
percent at the member banks in the District in 
1968. This increase is down sharply from the 
IS-percent gain in the previous year but re
flects the fact that the large loan demand was 
partially met by the reduction of security hold
ings. Holdings of both U.S. Government and 
non-Government securities showed less strength 
than in 1967. Non-Government security hold
ings rose approximately 12 percent, but Gov
ernment holdings actually declined slightly. 

Total demand deposits advanced an esti
mated 10 percent in 1968, which is below the 
l1-percent gain in the previous year but is still 
a very rapid pace. In contrast, total time and 
savings deposits rose more rapidly than in 1967, 
increasing an estimated 15 percent. The sharp 
rise in total time and savings deposits in 1968 



reflected a surge in the large CD's; negotiable 
time certificates of deposit issued in denomi
nations of $100,000 or more reached a record 
level of about $1.6 billion in late 1968. 

District member banks experienced an in
crease in their loan-deposit ratio last year, and 
the ratio exceeded 60 percent in two months . 
At the end of 1967, this ratio was less than 
57 percent - high by historical standards but 
below the figure for the end of 1968, which is 
about 58 percent. 

Net Federal funds purchases by District banks 
rose sharply last year, reaching peak levels 
about midyear and primarily indicating pres
sure on reserve positions. Reflecting the same 
factors, member bank borrowing from the Fed
eral Reserve Bank increased considerably to 
attain a high of $48.9 million, on a monthly 
average basis, in May and continued at rela
tively high levels throughout the remainder of 
the year. The level of borrowing in 1968 com
pares with a 1967 peak of $6.1 million, on a 
monthly average basis, in December. 

flew 
plU· 

blink 

The First State Bank, Austin, Texas, an insured nonmember bank located in 
the territory served by the San Antonio Branch of the Federal Reserve Bank of 
Dallas, was added to the Par List on its opening date, December 9, 1968. The 
officers are: William A. McGinty, Executive Vice President; Shirrell Hipp, Vice 
President and Cashier; and Douglas White, Assistant Cashier. 
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CONDITION STATISTICS OF WEEKLY REPORTING 
COMMERCIAL BANKS 

Eleventh Federal Reserve District 

lin thousonds of dollars) 

Dec . 25, Nov. 27, 
Item 1968 1968 

ASSETS 

Ne t loans and discounts ••.•.••..••...••....... 6,214,927 6,008,834 

Valuation reserves •••......••••••..••• . • •.••• 108,915 109,585 

Gross loans and discounts •...•.•.•...•••••.••• 6,323,842 6,118,419 
----

Commercial and industrial loans ••....• • • .. . •• 2,944,769 2,861,353 
Agricultural 100n5f excluding cee 

97,057 92,522 certiflcates of Interest .••••.•.•...••.•..•• 
Loans to brokors and dealers for 

purcha sing or carrying: 
1,001 51.001 r U.S. Government securities ..•..•••.•••.•.• 

Other securities .•....•• •. ..•••.•.•..•... 138,226 122,853r 
Other loans for purchasing or carrying: 

326 320 U.S. Government securities •••••••••••••••• 
Other securities ••....•••..••.•.••......• 374,227 372,541 

Loans to nonbank flnanciol institutions: 
Soles finance, personal finance, factors, 

172,509 123,476 and other business credit companies .•• •••• 
Other ....... ·•·· .. ··•·•· .. ··· .. ·• .. •· . 353,404 348,402 

Real estate loons •••. •••• ..• • ····•···· •••·· 606,546 605,403 
Loans to domestic commercial banks •••••....• • 327,464 285,249r 
Loans to foreign banks ••..••.••.•••.••••... 5,073 10,126r 
Consumer instalment loons •••••..••.••••••..• 631,812 628,849 
Loons to foreign governments, offlclal 

institutions, central banks, international 
0 0 institutions •••••.••.••• ··••·••••••••·••• • 

Other loans • •.•.•..••..••..••..••..•.•••• 671,428 616,324 

Total investments ••• . •••.•.••••..•• , ...••••.• 2,718,957 2,617,046 

Total U.S. Government securities •••• •..•..• • .. 1,125,695 1,127,828 
Treasury bills •• • . •• ••••• ••• .•••..• • •• • .. 61,577 48,122 
Treasury certlflcates of indebtedness ••••.... 0 0 
Treasury notes and U.S. Government 

bonds maturing: 
Within 1 year •••.••••••••.•..• • • . • •.• 178,280 179,915 
1 year to 5 years ..................... 619,231 636,276 
After 5 years •••••••••••••••.•.•..••.. 266,607 263,515 

Ob Iigalions of states and politico I subdivisions: 
35,392 Tax warrants and shorl·term notes and bills •• 34,142 

Ait other .. .. ........ • .... ···· .... ··· .. · 1,322,588 1,239,909 
Other bonds, corporate stocks, and securities: 

Participation certificates in Federal 
154,601 agency loons .•••••.....••....••.. •••• 148,213 

All other lincluding corporate stocks) .••• .•.• 80,681 67,955 
Cash item s in process of collection •••• ..•. .. .•.. 1,202,180 1,096,782 
Reserves with Federal Reserve Bank •••••••...... 758,427 802,091 
Currency and coin • ....•••..•••.• •• .••• .•. ... 87,728 80.006 
Balances with banks in the Unite d States •• • ••.... 529,803 512,954 
Balances with banks in foreign countries . •••••••• 5,222 5,489 
Other assets • •• ••• ...•.•. ••••. .. ••• • " ...... 360,528 359,438 ----

TOTAL ASSETS ......................... 11,877,772 11,482,640 

LIABILITIES 

Total deposits .•••. . ••...••••..•.•....•••... 10,081,485 9,697,243 
----

Total demand deposits • .• • •...•• • .•••••••.• 6,140,874 5,798,870 
Individuals, partn erships, and corporations •••• 4,188,096 4,053,793 
States and political subdivisions ••..••..•••• 308,614 351,167 
U.S. Government •.•••...••••• •..•• •••••• 250.os2 64,334 
Banks in the Unite d States ................. 1,276,942 1,227,486 
Foreign: 

Governments, offlcial Institutions, central 
bonks, international institutions ••....... 6,391 3,121 

Commercia l banks •.....••..•••.......• 26,336 25,051 
Certifled and offlcers' checks, etc ..•.•.•.... 84,443 73,918 

Total time and saving s deposits . •.. ••. ...•••• 3,940,611 3,898,373 
Individuals, partnerships, and corporations: 

1,053,031 Savings deposits ••••••••...•••.....•.. 1,046,154 
Other time deposits ••..•.....••......•• 2,168,048 2,174,953 

States and political subdivisions ••. . .•••••.. 677 ,466 635,010 
U.S. Government (Including postal savings) ••• 8,632 11,644 
Banks in the Unite d States ••••.•. •••• .• ••• • 26,134 23,312 
Foreign: 

Governments, ofnc/al institutions, central 
banks, international institutions ••..•..• • 7,000 7,000 

Commercial banks .•• . ...•.....•.••.... 300 300 
Bills payable, rediscounts, and other 

liabilities for borrowe d money .••...•........ 613,392 597,275 
Other liabilities ••... . • •...•• ••.•••... ••..... 249,074 248,168 
CAPITAL ACCOUNTS ........................ 933,821 939,954 ---- ----

TOTAL LIABILITIES AND CAPITAL ACCOUNTS 11,877,772 11,482,640 

r- Revlsed. 

2 

Dec. 27, 
1967 

5,449,427 
92,452 

5,541,879 

2,662,477r 

97,682r 

502 
70,421 

1,252 
327,310 

180,405 
287,674 
512,011 
232,308 

5,151 
544,325 

0 
620,361 

2,510,572 

1,183,165 
93,077 

0 

193,861 
677,828 
218,399 

19,278 
1,099,444 

135,595 
74,090 

1,072,303 
717,905 

90,256 
484,761 

4,014 
359,169 

10,688,407 

9,177,101 

5,763,935 
3,960,295 

268,752 
163,855 

1,249,887 

3,795 
26,993 
90,358 

3,413,166 

1,132,448 
1,686,401 

558,733 
11,698 
20,246 

2,800 
840 

364,884 
246,145 
900,277 

10,688,407 

RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Reserve District 

IAve rages of daily flgures. In thousands of dollars) 

4 weeks end ed 5 weeks endod 5 weeks ended 
Item Dec. 4, 1968 Nov. 6,1968 Dec. 6,1967 

RESERVE ClTY BANKS 
Total reserves held •.•••.•...•• 744,220 741,271 679,846 

With Federal Reserve Bank .••• 691,979 691,162 631,339 
Currency and coin ...•...••.• 52,241 50,1'09 48,507 

Required reservos .•..•....••.• 742,120 738,882 675,100 
Excess rese rves ••..••.....••.. 2,100 2,389 4,746 
Borrowings • ....... .. . •.. .. •• . 13,429 1,543 331 
Free reserves . ••• . . ••• •..•••.• -11,329 846 4,415 

COUNTRY 8ANKS 
Total reserves held •.•...•...•• 747,582 724,392 666,219 

With Federal Reserve Bonk .•.. 571,046 550,405 506,758 
Currency and coin •.• .. ••.•. . 176,536 173,987 159,461 

Required reserves •. ••....•. ..• 717,995 703,438 636,449 
Excess reserves • •••.• ••...•. .. 29,687 20,954 29,770 
Borrowings •• •. .•. . •.•• .. ....• 5,557 8,493 998 
Free reserves •• • •...• •••..••.. 24,130 12,461 28,772 

ALL MEM8ER 8ANKS 
Total reserves held ••...•..••.. 1,491,802 1,465,663 1,346,065 

With Federal Reserve Bank ••.• 1,263,025 1,241,567 l,138,Q97 
Currency and coin ••.•..•..•• 228,777 224,096 207,968 

Required reserves .•...•...••.. 1,460,015 1,442,320 1,311,549 
Excess reserves .•...•.•.•. •• •. 31,787 23,343 34,516 
Borrowings ....•............. • 18,986 10,036 1,329 
Free resorves •••• • .....•••..•• 12,801 13,307 33,187 

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS 

lin thou sands of dollars) 

Item 

Total gold certiflcate reserves •••• •• •..•• ••.• 
Discounts for member banks • • .•... •• . •• •••• 
Other discounts and advances .•• , • .. .• , •.. • 
U.S. Government securi ties .••...•••••••••.. 
Total earning a ssets ••• • •• , .•..•• •.•.. •••.• 
Member bank reserve deposits •••••••....••• 
Federal Reserve notes in actual circulation ••••. 

Dec. 25, 
1968 

374,009 
10,000 

o 
2,195,649 
2,205,649 
1,266,442 
1,566,282 

Nov. 27, 
1968 

306,886 
24,100 

o 
2,282,495 
2,306,595 
1,292,834 
1,533,234 

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federal Reserve District 

lin millions of dollars) 

Item 

ASSETS 
Loans and discounts ••.••..••..••.•••.••• 
U.S. Government obligations Other securi ties. . ••..•..••.••• 
Reser~es with Fed~r~'1 'Re's~~~~ ·B·a·n·k·.::: : : : : 
Cash," vault .•.... . . 
Balances with banks in ih~ U'nite'i St~t'e~: : : : 
8alan~es wi!h bonks in foreign countriese .... 
Cash Items In process of collection 
Oth er assetse ................. : : :: : :: :: 

TOTAL ASSETse ................... .. 

LIABILITIES AND CAPITAL ACCOUNTS 
ge~an~ deposits of banks ..•.. ...•. . • ... 
TI t er

d 
em~nd deposits ••.•••..••..•.•... 

me eposlts ••....•...••......•..•••.. 

B Tata~ deposits ...................... . 

O~~:;;~~t~ ijii~~e: : : : : : •.•.•.•....• ..• • . 

Total capital accountse. :: : :: : :: : : : : : : : : : 

TOTAL L1A81L1T1ES AND CAPITAL 
ACCOUNTSe •.•... ...... . . .•... . .. 

o ES"timatod. 
r - Revised. 

Nov. 27, 
1968 

10,556 
2,466 
2,992 
1,293 

242 
1,290 

8 
1,241 

479 

20,567 

1,550 
8,860 
7,532 

17,942 
623 
369 

1,633 

Oct. 30, 
1968 

10,445 
2,483 
2,960 
1,256 

253 
1,216 

7 
1,169 

492 

20,281 

1,560r 
8,663r 
7,426 

17,649 
655 
342 

1,635 

Dee. 27, 
1967 

431,151 
7,300 

o 
2,001,288 
2,008,588 
1,158,512 
1,434,193 

Nov. 29, 
1967 

9,188 
2,578 
2,666 
1,129 

244 
1,120 

11 
925 
380 

18,241 

1,379 
8,084 
6,548 

16,011 
429 
261 

1,540 



BANK DEBITS, END-OF-MONTH DEPOSITS, AND DEPOSIT TURNOVER 

(Dollar amounts in thousands, seasonal ly adiusted) 

DEBITS TO DEMAND DEPOSIT ACCOUNTSI 

Percent change 

Novomber November 1968 from 
1968 

Standard metropolitan (Annual-role October November 
statistica l area basis' 1968 1967 

ARIZONA: Tucson_ . . ... •. . •.. . •••• . •.• " .••. •...• •.• $ 4,775,016 -2 -3 
LOUISIANA: Monroe •..••...••.•••..•• . .•••... •••.•• 2,086,416 -3 2 

Shreveport ••....•.•..•.. •• •• •. .• • ...•••• 6,116,388 -6 4 
NEW MEXICO: Roswell ' ..••..••.••.• • • •• • • . • • • . • • •.• 715,488 -3 
TEXAS: Abilene •.••...•• . .•.•••...••..•••.•••. •••••• 1,925,412 5 10 

Amarillo • • •••••••••••••••••• • • • ••••••••••••• 4,834,272 - 11 7 
Austin .••....•.... •. .••..• •.. •••••••••.••.•• 8,133,600 -2 55 
Boaumont~Port Arthur· Orange ••••••••••• • •••••• 5,376,132 - 10 -5 
Brownsville-Harlingen-San Benito ••• • ••• • .. ••. ..• 1,783,596 1 -1 
Corpus Christi ••••••..•••.•••.••••••••••••..•• 4,442,532 -2 1 
Corsicana 2 ••• ••••••••••••••••••••••••••••••• 394,944 3 11 
Dallas •••••..•....••. . ••....••••..•• ••• ... •. 91,322,472 -5 17 
EI Paso •••..••••.•••• .• • ..•••••.•.....•••• • • 5,708,760 -5 11 
Fort Worth ••• .•.•••.•.•••.••• •. . ••••. .. . •••. 18,266,592 -4 15 
Galveston-Texas City •••..•••.•.. • • •••..• •• •• • 2,424,396 9 15 
Houston ••••• • •• . ••••• ••••• ••••••••••••••••• 84,139,584 3 16 
Laredo •••..••..••..•..•• • ..••..•••...•••••• 770,856 -1 17 
Lubbock • ••• ..•.••..•••••.••••.••••.•••••••• 3,710,592 -6 2 
McAlien-Pharr-Edlnburg ......... . ...... . .. ..... 1,532,844 -12 4 
Midland ••.•••..• • . ••• . •..••..• • . .•••.•••..• 1,772,868 -4 3 
Odesso ... _ •• _ ••..•••.••••••..••.•• • •••••.•• 1,370,616 -6 8 
Son Angelo ................. .. .... .......... 1,109,040 7 21 
San Antonio •• •••• ••••••• • • •••••••••• •••••••• 15,468,444 1 13 
ShermanpDenlson • • •• •• • • •••••••••..••••••. . •• 907,860 -2 9 
Texarkana (Texas-Arkansas ' • • ••. • • •• .••••• • ..•• 1,520,388 - 1 16 
Tyler_ • • •••• •• • _ ••• ••.. . •••.•••••.• • ••• • .••• 1,990,872 -2 17 
Waco •••• •• •••••• ••• • ••• •• . ••••.• •• ••• .•• •• 2,496,996 -5 9 
Wichita Falls ............. _ ........ _ ......... 2,356,392 -2 13 

Total_28 centers ••• •.••..••..• • ••• • ••..•.• • .• • •.• . • $277,453,368 -2 14 

1 Deposits of individuals, partnerships, and corporations and of states and political subdivisions. 
2 County basis. 

II months, 
1968 from 

1967 

4 
5 
8 

8 
1 

15 
34 

3 
13 
10 
9 

19 
7 

18 
13 
15 
15 

4 
10 
7 
7 

11 
17 
10 
14 
11 
11 
7 

15 

November 30, 
1968 

$ 206,32 1 
84,328 

263,840 
34,099 

101,208 
149,622 
247,900 
233,431 
72,364 

198,006 
29,334 

2,086,697 
220,591 
586,841 
105,852 

2,318,306 
3B,221 

157,798 
89,306 

128,301 
69,265 
64,673 

587,845 
57,722 
70,377 
92,144 

111,864 
117,718 

$8,523,974 

DEMAND DEPOSITSI 

Annual rate 
of turnover 

November October November 
1968 1968 1967 

23.7 25.1 29.4 
24.8 25.2 26.3 
24.6 27.3 26.2 
20.6 21.9 20.5 
18.8 17.9 18.6 
32.5 36.6 32.7 
30.1 30.7 24.3 
23.5 25.9 25.7 
24 .6 24.1 24.5 
22.4 23.0 22.5 
13.7 13.8 12.7 
44.9 47.4 44.2 
26.5 28.4 26.0 
31.3 32 .3 29.8 
22.3 20.5 21.4 
36.1 35.1 33.7 
20.2 21.0 19.6 
23 .2 24.2 23.4 
17.4 20.0 16.5 
13.7 14.2 13.9 
20.9 22.3 20.4 
17.2 16.0 15.2 
26.2 25.3 25.3 
15.9 16.0 15.7 
21.7 22.6 21.5 
21.6 21.4 19.9 
22.5 22 .8 20.7 
20.0 20.6 18.6 

32.7 33.4 31.5 

GROSS DEMAND AND TIME DEPOSITS OF MEMBER BANKS 

BUILDING PERM ITS 

~============================ 
VALUATION (Dollar amounts in thousands' 

Percent chango 

Nov. 1968 
NUMBER from 

11 months, 
Nov. 11 mos. Nov. 11 mos. Oct. Nov. 1968 from 

Area 1968 1968 1968 1968 1968 1967 1967 

----------------------------------------------------------------
ARIZONA 

Tucson ••••.••• 
LOUISIANA 

MonroopWost 
Monroe ••••• 

Shreveport •..• 
TEXAS 

Abilene ... _ ..• 
Amarillo . . • .•• 
Austin .••••.•• 
:eoumont •.• •• 

rOWnsvllle •.. • 
~orkUs Christi .. 
Eio l a s ... . ... . 
F Paso • .••..• 
Girt Worth •••. 
H olveston . • . •• 
l Ouston . • •• •• 
Laredo ..• ... . 
M·~~ock •.•... 
0' and .•.... 
p deua •• •••.• 
sort Arthur • • .• 

on Angelo ••• 
Son Antonio . •• 
~xarkana . •. . 

Wk~~~' F~il;: : 
Total_24 cities._ 

490 

58 
393 

32 
120 
330 

87 
84 

329 
1,707 

381 
493 

66 
1,769 

43 
126 

97 
46 
64 
41 

906 
23 

217 
58 

7,960 

5,609 

779 
4,476 

487 
1,291 
4,339 
1,666 
1,107 
4,401 

19,633 
4,965 
5,925 

873 
24,030 

388 
1,288 

796 
701 
908 
691 

12,573 
416 

2,805 
755 

100,902 

$ 2,102 $ 29,720 

3,352 20,9 13 
2,915 24,624 

247 7,656 
910 18,457 

22,522 125,24 1 
1,870 15,997 

913 5,369 
2,200 46,152 

23,974 270,308 
4,856 63,824 

12,657 88,911 
1,195 20,473 

38,421 380,304 
231 2,679 

5,823 35,022 
290 10,779 
943 7,093 
147 5,308 
236 8,100 

4,425 108,772 
59 12,826 

930 15,534 
521 10,146 

$ 131,739 $1 ,334,208 

-58 13 

144 570 23 
46 -1 -16 

-48 6 -15 
-44 - 15 -4 

194 -18 2 
9 112 -2 

168 543 76 
-77 -6 45 

0 70 2 
-52 - 12 18 

32 42 3 
-89 140 97 
-5 12 -2 

-24 94 -32 
48 327 21 

-54 -2 - 15 
45 424 20 

-80 -94 -5 
-51 -43 -14 
-47 - 70 I 
-77 -89 222 

10 35 -3 
26 29 -46 

-5 5 

------------------------------------------------------

Eleventh Federal Reserve District 

IAverages of doily flgures. In millions of dollars) 

GROSS DEMAND DEPOSITS TIME DEPOSITS 

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

1966: November .. 8,914 4,061 4,853 5,751 2,581 3,170 

1967. November._ 9,582 4,417 5,165 6,509 2,744 3,765 

1968. June • . ••.. 9,548 4,453 5,095 6,964 2,847 4,117 
July ....... 9,742 4,554 5,188 7,059 2,921 4,138 
August ••.. 9,732 4,523 5,209 7,208 3,049 4,159 
September. 10,066 4,722 5,344 7,255 3,058 4,197 
October •.• 10,201 4,751 5,450 7,394 3,116 4,278 
November .. 10,365 4,776 5,589 7,498 3,145 4,353 

VALUE OF CONSTRUCTION CONTRACTS 

(In millions of dollars) 

January-November 
November October September 

Area and type 1968 1968 196B 1968 1967 

FIVE SOUTHWESTERN 
STATES' .. . ............. 507 50 1 626 6,041 5,372r 
Residential building •••.. • • 224 225 206 2,497 2,159r 
Nonresidential building ..•• 179 179 22 1 1,835 1,842 
Nonbuilding construction .•. 103 98 198 1,709 1,370 

UNITED STATES ......... ... 4,863 6,171 5,170 57,270 50,476r 
Residential building ...• ••. 2,043 2,408 2,125 23,128 19,656r 
Nonresidential building • ••• 1,992 2,370 1,815 20,689 18,617 
NonbuJlding construction .•• 828 1,393 1,230 13,453 12,204 

1 Arizona, louisiana, New Mexico, Oklahoma, and Texas . 
r - Revised. 
NOTE . _ Datails may not odd to totals because of round ing. 
SOURCE: F. W . Dodge, McGraw-Hili, Inc. 
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CITRUS FRUIT PRODUCTION 

(In thousonds of boxes) 

Indicated Average 
State and crop 1968 1967 1962-66 

ARIZONA 
Oranges .................. 4,100 3,120 2,502 
Grapefruit ... . .• ... •....•• 3,000 3,740 2,602 

TEXAS 
Oranges .................. 4,100 1,800 1,052 
Grapefruit .•....... . .•... . 6,500 2,800 2,394 

SOURCE, U.S. Department of Agriculture. 

DAILY AVERAGE PRODUCTION OF CRUDE OIL 

(In thousonds of borre ls) 

Percent change from 

November October November October November 
Area 1968p 1968p 1967 1968 1967 

ELEVENTH DiSTRiCT • •••••.• 3,481.3 3,487.6 3,542.2 -0.2 -1.7 
Texas .............. .. .. 3,019.3 3,029.3 3,076.8 -.3 -1.9 

Gulf Coast ......... ... 605.3 608.3 596.7 - .5 1.4 
West Texas ...... ..... 1,407.0 1,409.7 1,438.8 -.2 -2.2 
East Texa s (proper) • • •.• 141.4 142.1 138.2 -.5 2.3 
Panhandle •..•..•..... 85.1 85.1 94.0 .0 -9.5 
Rest of State • •.•• . •••. 780.5 784.1 809.1 -.5 -3.5 

Southeaste rn Ne w Mexico . . 323.0 320.3 317.6 .8 1.7 
Northern louisiana . . . .. ... 138.9 138.0 147.8 .7 -6.0 

OUTSIDE ELEVENTH DISTRICT 5,528.2 5,549.9 5,437.0 -.4 1.7 
UNITED STATES ............ 9,009.5 9,037.5 8,979.2 -.3 .3 

p - Preliminary, 
SOURCES, Americon Petroleum Institute. 

U.S. Bureau of Minos . 
Federol Reserve Bank of Dollos. 

INDUSTRIAL PRODUCTION 

(Seosonolly adiusted indexes, 1957-59 = 100) 

November October September November 
Area and type of index 1968p 1968 1968 1967r 

TEXAS 
Total industrial production ••• . .• 169.4 170.8 166.7r 160.1 

Manufacturing ..•...•.• ..•. ••.• 193.0 195.5 190.9r 179.9 
Durab/ .......... ......... ... 207.1 209.8 208.6 191.3 
Nondurob/e .... • • •••••• •••••• 183.7 186.0 179.0 172.2 

Mining .. •. ...........•.... .. . 123.3 123.5 122.4r 122.0 
Utilities • ••... ... ... ... .... .... 231.9 231.9 214.4r 209.6 

UNITED STATES 
Total industrial production ••• ..• 167.4 165.7 165.1 159.8 

Manufacturing . ...•...•••...... 168.8 167.2 166.3 161.3 
Durob/e ..... . .. . ............ 171.3 169.0 168.5 164.1 
Nondurob/e ....... . ....... ... 165.7 164.9 163.6 157.7 

Mining ................... . ••. 126.1 121.8 126.9 124.1 
Utilities •. •• ••••••••.•••••••••• 210.5 208.5 204.8 191.5 

p - Preliminary. 
r - Revised. 
SOURCES, Board of Governors of the Federal Reserve Systom . 

Foderal Roserve Bonk of 00110 •. 
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HARVESTED ACREAGE OF PRINCIPAL CROPS 

(In thousands of acres) 

Average 
Area 1968 1967 1962-66 

Arizona ......... .••.. .. .•.. 1,128 1,Q68 1,044 
louisiana ...... .. .......... . 3,548 3,270 2,638 
New Mexico ........... . .... . 1,225 1,061 1,008 
Oklahoma ••••••••••..•• •• .• 9,069 8,945 8,375 
Texas ....... . ........... . .. 20,533 19,062 19,685 

Total ..................... 35,503 33,406 32,750 

SOURCE, U.S. Dopartment of Agriculture . 

WINTER WHEAT 

ACREAGE SEEDED PRODUCTION 
(In thousonds of acros) (In thousands of bushel.) 

Crop Crop Crops Crop Crop Crops 
of of of of of of 

Area 1969 1968 1963-67 1969' 1968 1963-67 

Arizona . ••• • •.. 57 57 36 2,736 2,704 1,462 
louisiana •. ... •• 111 165 112 1,665 2,112 1,665 
New Mexico ••• .. 288 339 314 2,880 7,625 4,030 
Oklohoma • •.• •• 5,299 6,091 5,338 111,279 122,383 98,468 
Texas .•. ..•.... 4,124 4,909 4,496 70,108 84,150 62,525 

Totol ........ . 9,879 11,561 10,296 188,668 218,974 168,150 

1 Indicoted December 1, 1968. 
SOURCE, U.S. Deportment of Agriculture. 

NONAGRICULTURAL EMPLOYMENT 

Five Southwestern Stotes' 

Number of persons 

November October November 
Type of employment 1968p 1968 1967r 

Total nonagricultural 
wage and salary workers • . 6,053,800 6,022,700 5,818,300 
Manufacturing •.••.•• .. • . 1,1 19,200 1,117,200 1,074,100 
No~~~nufacturing • •••• • •• 4,934,600 4,905,500 4,744,200 

Inlng . . ...• . ••.•.•• . 234,900 234,100 221,000 
Construction . .. .•.•.. • . 389,200 391,600 379,800 
Transportotion and 

public utilities •••• •• . • 446,900 443,700 433,800 

~~~~~::.::::::::::::: : 1,377,700 1,362,300 1,332,800 
290,800 290,000 279,900 
931,000 923,900 881,200 

Government ••...•••.•• 1,264,100 1,259,900 1,215,700 

1 Arizona! ~oujslana, New Mexico, Oklahoma, and Texas. 
p - Preliminary. 
r - Revised. 
SOU RCE , State emp loyment agencies. 

;;;;;.,.. 

Percent change 
Nov. 1968 from 

Oct. Nov. 
1968 1967 

0.5 4.0 
.2 4.2 
.6 4.0 
.3 6.3 

-.6 2.5 

.7 3.0 
1.1 3.4 
.3 3.9 
.8 5.7 
.3 4.0 




