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Natural Gas-

Its Impending Shortage
And Potential Abundance

pemand for natural gas is
InCreasing far faster than proved
Teserves, making it hard for the gas
Industry to keep up with the
hation’s growing need for this
Important fuel. Much of the bur-
den of meeting the demand for
Natural gas falls on producers in
the Southwest. States of the
Eleventh Federal Reserve District
accounted for 85 percent of the
Nation’s gas production in 1969.
And at the beginning of 1970, they
accounted for 83 percent of the
Proved reserves.

Many experts believe a reserve-
to-production ratio of at least 10 is
required to meet the industry’s
Commitments. But if current trends

continue, that critical point could
be reached by 1973. Where proved
reserves were more than 32 times
greater than gas production in
1946, by 1969 the ratio had
dropped to 13.3. Many gas distrib-
utors already report difficulties in
supplying gas beyond their current
commitments.

The seeming suddenness of this
shortage comes as a surprise to
much of the general public, which
has been accustomed to the belief
that this country has an abundance
of natural gas. Adding to the pub-
lic’s consternation are the large
volume of known reserves and
reports of vast quantities of gas
still to be found. Moreover, the

_

Gas consumption—Gas and other light fuels
take increasing share of the energy market
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public is generally aware that
imports of liquefied natural gas are
technically feasible, that synthetic
gases can be made from coal, oil
shale, and petroleum products,
and that in the generation of elec-
tricity atomic energy may even
be superior to natural gas.
Natural gas producers explain
this apparent contradiction
between scarcity on the one hand
and abundance on the other as the
result of a pricing structure that
does not encourage exploration and
development of new reserves.
They are appealing for higher
prices as a means of stimulating
growth in reserves. The Federal
Power Commission, which is
charged with the regulation of
prices of gas sold interstate, has
been examining the producers’
argument, and some experts
believe the FPC will grant at least
some of the increase producers
are seeking. Prices of gas sold
within states (and therefore not
subject to FPC regulation) have
already advanced above the regu-
lated prices of interstate gas.

The supply problem

Reserves have not merely failed
to keep pace with demand. They
have actually declined in the past
two years. Proved reserves stood
at 275 trillion cubic feet in 1969-
12 trillion feet less than in 1968
and essentially the same as for
1966.

Even though reserves are still
over 13 times greater than produc-
tion-which means that at
current production they should
be adequate for more than 13 years
—there are already shortages in
some areas. And more shortages
are expected as the reserve-to-
production ratio declines further.



Several factors make a large
backlog of reserves necessary for
an adequate level of production.
One relates to the conservation of
gas fields and the maintenance
of efficient rates of production.
Since pressure in the underground
reservoirs of a gas field falls as
the field is exhausted, the rate of
production must be regulated
to extend the life of the field as
long as possible.

Also, the gas must be withdrawn
at a rate slow enough to protect
the interests of all producers in the
vicinity. Without regulation, one
producer could take out a dis-
proportionately large share of the
gas from a field by producing
faster than his neighbors. In fields
where oil and gas are found
together, the flow of gas is further
restricted by oil conservation
regulations.,

The other primary factor relates
to the capacity of pipelines.
Before building a pipeline, inves-
tors require that proved reserves

Gas production—Proved
reserves have doubled
since World War Il . . .
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in an area be large enough to
ensure full use of this expensive
facility for many years—often 20
years. Since gas cannot be moved
economically to market except by
pipeline, production is held to the
capacity of pipelines built for a
flow over many years.

Growth in demand

The current heavy demand for
gas was slow in developing. The
advantages of gas as a fuel have
been apparent for years. Cleaner
and more convenient than other
fossil fuels, it was quickly preferred
in areas where it was available.
But in the early days of gas pro-
duction, when natural gas was
released essentially as a by-product
of petroleum production, it could
not be transported economically
for any great distance from the
wellheads. With little foresee-
able commercial value for gas,
there was no incentive for its con-
servation and great volumes were
burned (or flared) in the oil fields.
But as transmission systems
were developed, opening distant
markets, gas was rapidly trans-
formed from a near-worthless by-
product of petroleum production
into a highly valued natural
resource. Production increased
dramatically. Where output
totaled about 2 trillion cubic feet
in 1935, it ran about 25 trillion
feet in 1969. In the intervening
years, the industry’s share of
the nation’s total energy market
increased from about a tenth to
more than a third. Much of this
increase was due to residential
users’ switching from coal and
fuel oil. But natural gas was also
becoming important as an indus-
trial fuel and as an input to the
growing petrochemical industry.
_Industries that had to have
rigid control of temperatures in
their production processes-such
as in the manufacture of glass
and primary metals—found gas an
excellent fuel for their purposes

and built new plants dependent on
gas, Others turned to gas because
it burns with little atmospheric
pollution, and even more would
still switch if an adequate supply
were available.

As production increased, natural
gas also became important for the
other fuels and hydrocarbons pro-
duced with it. Propane, butane,
and natural gasoline are all gases
at reservoir temperatures and
pressures and are often produced
along with natural gas. Natural
oas itself is largely methane, with
some ethane. All these products
are important as fuels or inputs to
petrochemicals. In addition, some
natural gas contains helium, a
lightweight inert gas recovered
under a Government-sponsored
production and conservation pro-
gram for special experimental and
industrial uses. Natural gas is the
only economical source of helium.

Shortages of coal and heavy fuel
oils have also added to the demand
for natural gas as many electric
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utilities have shifted away from
the use of other fossil fuels as
€nergy sources. Much of the
Chflngeover has been due to higher
brices and uncertain deliveries of
other fuels. But much of it has
also been due to the mounting
concern over pollution. And this
concern-which is partly respon-
sible for delaying the shift of
utilities to atomic energy—is
€Xpected to further increase
emand for natural gas.

Energy experts generally agree
that because of the superiority
of gas as a fuel, its use will
continue to increase faster than
total energy use-at least as long
as production permits. Not only
Will businesses and residential
users burn more gas, but efforts
are being made to develop new
uses of gas as a pollution-free
energy source. These include an
automobile fueled by natural gas
and fuel cells operating on natural
gas to generate electricity.

Incentive and prices

The problem is not a shortage
of natural gas to be found. In
fagt, from the standpoint of sup-
Plies still to be discovered, the
Industry’s future is probably very
bright. Tn 1969, the Potential
Gals Agency of Colorado School of
nes Foundation estimated that
1,227 trillion cubic feet of poten-
tially recoverable natural gas was
still to be discovered in the
Un}ted States. This estimate,
Which did not include proved
Teserves, was nearly twice the esti-
Mate prepared in 1968. The differ-
ence reflected recognition of the
Vast potential in Alaska and the
f“'ﬂsﬂf)ility of drilling to new depths.
With plenty of gas still to be
ound, the drop in proved reserves
Must be attributed to a lack of
eXploration-which industry
Spokesmen attribute, in turn, to
a lack of incentive. According to
th?m, the FPC has kept interstate
Prices of natural gas too low to

Business Review / January 1971

sustain adequate exploration and
development of new reserves.
Only with higher prices, they
say, can producers afford the
high costs and risks of searching
out and developing new reserves,
especially in the face of rising taxes
and drilling costs. But while the
industry views higher gas prices
as necessary to the easing

of shortages, inflation-conscious
consumers and Government
officials view the prospects of
higher prices with foreboding.

Any discussion of appropriate
prices for natural gas must dis-
tinguish between the short-run
and long-run effects of prices on
production. Current gas produc-
tion is largely insensitive to
prices. The direct costs of operat-
ing a field are usually very
small compared with the costs of
finding and developing a field.
Once the field is developed, costs
of exploration and development
become fixed costs and are incurred
whether gas is produced or not.

Given the opportunity, pro-
ducers will sell gas from existing
wells as long as the revenue they
receive exceeds their comparatively
small operating costs and allows
them to cover at least some of
their fixed costs. Although they
could eliminate their operating
costs by not producing, their
fixed costs would remain. There-
fore, even in cases where not all
costs are covered, producers may
still continue production to
reduce their losses.

Another cost also encourages
producers to continue the opera-
tion of existing wells. That is the
cost of foregoing income. By
withholding reserves from produc-
tion, producers must forego the
interest income they could have
earned by investing cash receipts
from the sale of reserves. There-
fore, unless they expect gas prices
to increase fast enough to offset
this loss in interest income, pro-
ducers are not apt to withhold
reserves from production.

Prices then have little influ-
ence on the availability of gas in
the short run. As long as reserves
were large enough to accommodate
demands for gas and prices were
high enough to cover operating
costs, interstate prices could be
set with little danger of restricting
supplies.

Now that reserves are beginning
to dwindle, however, and new
reserves must be discovered and
developed, long-run considerations
also become important. Explora-
tion costs, which were fixed in the
short run, become variable in the
long run. In the long run, prices
must be high enough to cover all
the producer’s costs, including
those of finding and develop-
ing new reserves. Recognizing the
need to stimulate the discovery
and development of new reserves,
the FPC has already begun to raise
prices of gas in some producing
areas, and industry experts expect
prices in other areas to be raised.

As natural gas became more
important after World War 1T,
prices rose. At the end of the war,
wellhead prices of natural gas
averaged about 5 cents a thousand
cubic feet. In 1969, they averaged
nearly 17 cents. Prices would
probably have risen faster had
large proved but undeveloped
reserves not been available at
the end of the war. But with
production increasing faster than
reserves, proved reserves gradu-
ally declined, slipping relative
to production over most of the
postwar years and then dropping
absolutely after 1968 as growth
in reserves fell short of with-
drawals.

Prices offered in interstate sales
have been at the FPC ceilings and
would probably have gone higher
had there been no ceilings.

A recent FPC study indicates that
intrastate buyers have been pay-
ing as much as 10 cents a thousand
cubic feet more than prices offered
by interstate purchasers operating
under FPC regulation. Better



prices and other contract terms
are attracting newly developed
gas to intrastate users, leaving
interstate users to feel most of the
pinch on gas supplies.

Impact on consumers

Consumers have not suffered as
much from increases in gas prices
as might be expected, however,
and for several reasons. First,

as natural gas entered new mar-
kets, it replaced more expensive
gas manufactured from coal and
oil. Utilities, for example,
bought only about a sixteenth as
much manufactured gas in 1968 as
in 1945.

Second, natural gas has
remained competitive with other
fuels. Coal producers, in fact, have
long complained-despite increases
in field prices of natural gas-that
the gas industry invaded their
markets by offering special prices

to large users willing to take
deliveries that can be interrupted.
To hold down transmission costs
by operating pipelines at full
capacity, the industry can afford to
off_er gas to some users at reduced
prices, provided deliveries can be
interrupted during periods of peak
demand for gas.

Third, improvements in gas
transmission systems have helped
offset some of the rising prices
of gas in the field. New, larger
pipelines allow much more eco-
nomical transmission than some of
tl}e older ones. By doubling the
diameter of the pipe, for instance,
transmission companies can
quadruple the amount of gas
they carry.

There will also be factors to
soften effects of an increase in
the FPC price ceiling. Most gas
will still come from reserves
covered under long-term contracts
made when the ceiling was lower.

Gafs prices—Rising prices to consumers
primarily reflect costs other than prices at the well
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Only when new, higher-priced dis-
coveries make up a significant part
of the nation’s production will
users feel the influence of the rise
in prices. And even then, the
increase will not necessarily be in
direct proportion to the advance in
field prices. Because transmission
costs bulk so large in the prices of
gas sold in distant markets, an
increase in field prices could
translate into a smaller percent-
age increase in prices to consumers.

Alternative sources

Prices high enough to encourage
producers to find more reserves
could be consumers’ least expen-
sive alternative. Supplies of

gas from other sources are more
limited than domestic gas, and
more expensive.

Imports by pipeline from
Canada and Mexico supply very
little of the American market,
equaling only about 3 percent of
the American production marketed
in recent years. Mexican imports
are not expected to change much.
Canada could probably contribute
more gas to the American market,
but the future of its imports into
this country depends on the devel-
opment of its reserves and the
export policies of its government.

The Canadian government
recently authorized additional
exports of natural gas to the
United States. The authorization
was limited, however, to exports
that would otherwise represent
excess Canadian capacity. Also, in
approving these shipments, the
government was sensitive to issues
regarding prices, not wanting
direct or indirect FPC regulation
of Canadian field prices, and was
careful to hold back reserves
needed for that country’s growing
energy markets.

There are large gas reserves in
Alaska. This gas will be expensive
to bring to market, however,
and it will be some time before
transmission facilities are built.



Some imports of liquefied
Nhatural gas from overseas have
been made to the East Coast to
help meet seasonal peak demand
there, and more hulls equipped to
carry this superchilled liquid are
€Xpected to be in operation by
15{72 or 1973. But these new ships
will still provide only a small
bart of the natural gas needed in

1S country in the next five
years. Moreover, availability of
this gas will depend on the export
Policies of producing countries.

. If natural gas prices are
Increased enough, gas manufac-
tured from coal, oil shale, and
Petroleum could help supplement
Supplies of domestic natural

8as. Several processes are tech-

nically feasible. But here again, it
could be many years before
significant production will be
available.

As American natural gas reserves
are used up, supplementary
sources of gas will become increas-
ingly important. But even with the
development of supplementary
sources, domestic producers will
still have to meet most of the
nation’s needs for natural gas in
the foreseeable future.

With the reserve-to-production
ratio dropping relentlessly toward
the critical level of 10, greater
efforts must be made in explora-
tion. According to an FPC staff
publication, even with substantial
improvements in exploration

between now and 1973, the ratio
probably cannot be held much
above 11.

Higher prices could be vital in
stimulating the investment needed
to seek out and develop new
reserves. And in the long run,
higher prices could also serve as
incentives to the importation of
more natural gas and the manufac-
ture of synthetic gases. As these
alternative sources became more
important in meeting the nation’s
growing need for energy sources,
they would also tend to restrain
further increases in prices of
domestic natural gas.

—Stephen L. Gardner

New par bank

The Jackson Parish Bank, Jonesboro, Louisiana, an insured nonmember bank
located in the territory served by the Head Office of the Federal Reserve Bank
of Dallas, was added to the Par List on December 14, 1970. The officers are:
Wilbur C. McDonald, Sr., President; William R. McDonald, Executive Vice
President; Elmer Stevenson, Vice President; Wilbur C. McDonald, J r., Vice
President; Mrs. Elizabeth R. Alberti, Cashier; and Mrs. Tommy Lou Barr,

Assistant Cashier.

—

Business Review / January 1971



Bank Credit Cards-

The Boom Spreads
To the Southwest

Banks in recent years have
participated increasingly in the
boom in credit cards. For example,
the number of commercial banks
issuing credit cards more than
tripled between the end of 1967 and
the end of 1969. Moreover, dur-
ing that time, the amount of credit
outstanding under bank credit-
card plans also more than tripled.
Credit granted through bank
cards expanded faster, in fact,
than any other major category of

—_—————————

Consumer instalment credit
at banks shifts to credit cards
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consumer instalment credit at
banks. Credit outstanding under
bank cards accounted for only
2.4 percent of total consumer
instalment credit at banks in late
1967, but by late 1969 it
accounted for 6.5 percent. While
card credit still represents only
a small part of the total funds
banks supply to consumers, it is
evident that the relative impor-
tance of such credit at banks has
increased sharply.

The rapid involvement of banks
in the credit-card business
resulted largely from the develop-
ment of two national, and even
international, credit-card plans—
BankAmericard and Master
Charge. Cards from both plans are
now accepted in all 50 states and
in many foreign countries.

Growth of bank cards

The dramatic growth of these two
large credit-card plans suggests
that the advantages they offer
banks, businessmen, and consum-
ers far outweigh the disadvantages.
For issuing banks, the large
nationwide plans represent a
potentially profitable enterprise.
For consumers, they offer the
convenience of shopping at stores
all over the country with only
one or two credit cards. For busi-
nessmen, they offer the additional
sales that result from being able
to give credit without the trouble
and cost of setting up credit
programs for individual customers.
Such plans are not without
their problems, however. Lack of
experience in managing credit-card
plans and unexpectedly high
starting costs plagued many banks
undertaking earlier plans. Early
in the boom, for example, many
banks mailed out cards somewhat

indiscriminately. Many cards were
stolen, and many were received
by people that would not ordinarily
have been considered good credit
risks. But while improved man-
agement techniques and computer-
ized record systems have resolved
many of the collection problems of
these earlier plans, there will
always be some thefts and
delinquencies.

Moreover, since credit is granted
automatically under credit-card

e ———e e S

Member banks account
for most of the nation’s rise
in card credit outstanding ...

MILLION DOLLARS

—3000 |4 MEMBER =
[l nonmEMBER .

—2000

—1000

DEC.
1967

DEC.
1969

SOURCE: Federal Reserve Bulletin

———e———————————————— ]



Plans, without the review of a loan
officer, banks could be placed in

a tight position relative to their
funds available for loans. The
Magnitude of this problem is
tempered, however, by the limits
hat are usually imposed on the
amount an individual cardholder
¢an borrow under these plans.

0, since heavy consumer
d?m&nd for credit tends to be
highly seasonal, banks can
ordinarily take steps to prepare

Or such increases in the use of
credit cards,
Most of the banks that initiated
credit-card plans between the
end of 1967 and the end of 1969
Were members of the Federal
eserve System. By December
1969, the number of member banks
With card plans had reached 77 3,
OT nearly twice the number of
fonmember banks with such plans.

e ——

:+-and the same trend
'as developed
In the Eleventh District
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Consequently, member banks
also accounted for most of the
increase in credit outstanding
under card plans over this
two-year period.

As might be expected, however,
the growth of these two credit-card
plans was not uniform throughout
the country. BankAmericard
originated with Bank of America
in California. With the extensive
branching operations of that bank,
it quickly distributed BankAmeri-
cards over the entire state. It
is not surprising, therefore, that
the Twelfth Federal Reserve
District, which includes California,
accounted for close to half the
credit outstanding under bank
plans at the end of 1967.

But with the rapid spread of
BankAmericard to other states and
the emergence of Master Charge,
by the end of 1969 credit outstand-
ing under bank plans in the
Twelfth (San Francisco) District
had fallen to little more than a
fourth of the nation’s total.
Implicitly, these figures indicate
the more rapid expansion of these
plans in other parts of the country.

Expansion in the Southwest

One of the areas sharing in the
rapid growth of bank credit-card
programs after 1967 is that
encompassed by the Eleventh
Federal Reserve District. Although
the number of banks offering card
plans in the Eleventh District
increased slightly less rapidly than
the national average between the
end of 1967 and the end of 1969,
the amount of credit outstanding
under these plans expanded faster
in the District than in the nation
as a whole during this period.
Where only seven banks in the
District offered credit-card plans
in September 1967, there were
37 in December 1969 and many
more were offering this service as
associate or participating banks.
While this change represented
more than a fivefold increase, the

expansion in the credit outstanding
under such plans was even greater.
Between the end of 1967 and the
end of 1969, the amount of credit
outstanding under bank credit-
card plans in the District increased
more than six times.

In concert with national devel-
opments, most of the increase in
the number of banks undertaking
such plans in the District, as well
as most of the dollar increase in
credit outstanding under these
plans, involved banks that are
members of the Federal Reserve
System. In fact, from the end of
1967 through the end of 1969, only
one additional nonmember bank
undertook a credit-card plan,
bringing the number of nonmember
banks with such plans to ten. By
contrast, the number of member
banks with credit-card plans more
than doubled over this period,
reaching a total of 27 by December
1969. As might be expected, the
increase in card credit outstanding
at member banks far surpassed
that of nonmember banks during
that time,

Geographically, the development
of bank credit cards in the Dis-
trict has also been fairly concen-
trated, although it is becoming less
s0. In December 1967, more than
80 percent of card credit out-
standing in the District was cen-
tered in Dallas County, where the
first bank-card plans in the South-
west had started. By the end of
1969, however, this county’s share
had fallen to less than half the
District total. Other major areas
of concentration in late 1969
included Harris County with
almost 20 percent, Bexar County
with 7 percent, and Jefferson and
Tarrant counties, both with 5 per-
cent. By then, at least one bank in
every major city in the District
offered either BankAmericard or
Master Charge.

With the increasing popularity
of credit-card plans, many banks
have become interested in learning
more about the problems and



potential profits of issuing credit
cards. Consequently, a Dallas bank
began in 1968 to offer training

in all levels of credit-card banking.
As the only school in bank-card
management, it attracts bankers
from throughout the country and
from other countries.

Outlook for bank cards

The tremendous growth in both
the number of banks offering
credit-card plans and the volume
of credit extended seems to indi-
cate that more banks can be
expected to align themselves with
some credit-card system not only
to maintain their positions as full-
service institutions but also to take
advantage of the potential profits
of credit-card operations. But with
more than half the nation’s com-
mercial banks already associated
with one of the nationwide card
systems, growth in the number of
banks offering credit cards is
bound to taper off.

On the other hand, more and
more consumers are becoming
aware of the ease of credit-card
purchases, finding credit cards a
convenient means of making small
purchases and consolidating bills.
And with nearly 60 million credit
cards already in the hands of
consumers, the volume of credit
extended seems certain to increase
rapidly.

Moreover, all types of retail
and service establishments seem to
be potential users of credit-card

/
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plans, especially small to medium-
size establishments that have not
yet associated themselves with the
large systems. Many small busi-
nesses have found that bank credit
cards not only are cheaper and
more convenient than their own
credit programs but also allow
them to compete more effectively
with large department stores that
extend their own credit.

In a society heavily oriented
toward consumer spending, credit
cards are almost certain to become
even more important. Continued
increase in their use may well be a
further step in the direction of a
cashless-checkless society.

—Carla M. Warberg
Ernest R. Moser
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Cr.ude oil production in Eleventh

Dflstrict states continued at a

high level in November, with out-

Put up only slightly from October
ut up 11.5 percent from November

1969. Louisiana and Texas ac-

Counted for all of the increase.
roduction slipped slightly in

ew Mexico and Oklahoma.

With fears of an energy crisis
abating, petroleum output in the
CoOming months may be less than
the high Jevel reached in November.

ut production is still apt to be
Wwell ahove year-earlier levels.

In Texas, the allowable was
Yeduced slightly for January—to

‘1 percent of maximum efficient
Production, compared with 83.5
Peércent in December. In Louisiana
and Oklahoma, allowables were
held at the rates set for December—

Percent and 150 percent,
r‘35"’I)t?(:tively. In southeastern New
€Xico, the rate was raised from

0 percent in December to 80
Percent in January.

ReEistrations of new passenger
Automobhiles in Dallas, Fort Worth,
Ouston, and San Antonio were
.V bercent, lower in November than

' October and 26 percent lower
1an in November 1969. Cumula-
live registrations for the first
L months of 1970 were 11 percent
OWer than in the same period a
Year earlier. Nationally, new car
registrations for the first 11 months
Were 16 percent lower than a
Yyear earlier,

g?pa?tment store sales in the
15trict were 4 percent higher in
e fqur weeks ended December 26
an In the corresponding period a
Year before, Cumulative sales
rough that date were 3 percent
1gher than a year before.

The seasonally adjusted Texas
industrial production index
changed little in November.
Utilities were unchanged from
October. Reflecting a leveling off
in crude oil output, mining rose
only 0.1 percent. Production of
both durable goods and nondurable
goods declined, lowering total
manufacturing output 0.8 percent.
Apparel and paper products were
weakest of the nondurable
industries. The largest decline in
the production of durable goods
was registered in electrical
machinery.

The total index was up only 2.4
percent over November 1969, Large
increases in mining and utilities
output were largely offset by a
substantial decline in the produc-
tion of manufactured goods.

Total nonagricultural wage and
salary employment in the five
southwestern states was slightly
stronger in November, rising 0.3
percent from October. Employment
in manufacturing remained weak,
declining 0.6 percent, but jobs in
nonmanufacturing increased, rising
a brisk 0.5 percent. The rise in
nonmanufacturing employment
was led by a seasonal increase in
trade and a contraseasonal rise in
construction. Finance was the
only nonmanufacturing category
of employment to post a decline.
In spite of the improvement over
October, total employment was
only 0.9 percent higher than in
November 1969. There was a year-
to-year decline of 5.9 percent in
manufacturing, and nonmanufac-
turing employment rose only 2.4
percent. Mining and construction
were the only nonmanufacturing
categories to show declines from
a year before.

Credit at weekly reporting com-
mercial banks in the Eleventh
District rose considerably more
than usual in the four weeks ended
December 23, largely reflecting
heavy borrowing by businesses.
This increase in credit at banks
was accommodated mainly through
sizable inflows of demand deposits,
although there was also a
contraseasonal rise in time and
savings deposits.

Total loans, adjusted for a
small decline in loans sold outright
to bank affiliates, advanced sub-
stantially during this period. And
while business loans accounted
for the bulk of the increase, most
other major loan categories
showed noticeable strength. The
only exceptions were consumer and
security loans. Moreover, the
increase in business loans around
the December tax and dividend
dates was no more than usual,
suggesting that the sharp increase
in business loans over the entire
period may reflect some shift of
general business demand for funds
to banks-probably in response
to recent cuts in prime lending
rates.

With the increase in loan
demand, banks added only
moderately to their holdings of
securities. While the increase in
bank holdings of U.S. Government
securities was slightly larger than
in corresponding periods of other
recent years, the rise in holdings
of other securities was less than
usual,

Total bank deposits expanded
markedly after November,
principally reflecting the sizable
inflow of demand deposits. How-
ever, there was also a contra-
seasonal rise in time and savings

(Continued on back page)



CONDITION STATISTICS OF WEEKLY REPORTING COMMERCIAL BANKS

Eleventh Federal Reserve District

(Thousand dollars)

Dec. 24,
Dec.23,  Nov.25,  Dec. 24, Dec. 23,  Nov. 25, ‘
ASSETS 1970 1970 1969 LIABILITIES 1970 1970 1969
Federal funds sold and su:ulrliliu: purchased o o oioos Tolal depositss s ssssesssssesssnasnsssasaanss 10705287 10,291,978 9,437,450
uvnder agreements to resell....... . 3, (750 X y
Otharilansiand discounts, gross. . 6,680,336 6,320,092 6,160,670 Total demand deposits. . vesssssssiiaaaasass 6,252,558 5,394.05‘3 i-?gi-;gg
Individuals, parinerships, and corporations.... 4,240,778 4,007,36 '48.294
Commercial and industrial loans, .. .usvvus.s. 3,202,424 3,003,940 3,078,674 States and polifical subdivisions, v v.vueen.s S R e
Agricultural loans, excluding CCC S G OV ATTLMONE s Tols s s sl e laa o s s latr e Ta b IaTavala 253,411 1 -301 1 a74la5%
cerfificates of interest. .. .vvvvinnnnnnnnns 108,809 104,210 110,591 Banks in the United States..eevessseessna.. 1,393,350 1,324 1A
Loans to brokers and dealers for Foreign: Ao .
urchasing or carryin ts, official inst s ce
ﬁs Govsrnmunf :zcunrlfles. inlan wisininin v /o e il 507 507 555 banks, and international institutions,..... 3,426 23»??; ‘IE,;;?
Other secl;rlhns. 8161870 s (s a8 4 1pIain e Tats e ta p e Ta TaTah 4 56,986 44,937 48,334 Eomrau:jcinl :ur;!ftii. as S it g;.;gé B?'NO 8?’333
Other loans for purchasing or carrying: ertified and officers' checks, efc........... . ’
u.s. Govammznl securities. ... Y g HAEREA 1,270 971 950 ram:ili":j“ and m\finglhdupmilé. ROORISIROC 4,452,729 4,397,920 3,341,668
O Ner 50CUrTHBS . o 2 aiesissinssisinnsnssninasinss 420,441 440,303 392,026 Individuals, partnerships, and corporations:
Loans to nonbank financial institutions: Savings deposits. . evserrsasnrrersne cea 943,090 B ggg%i? ; 3?1‘218
Sales finance, personal flnance, factors, Other time deposits.csssecrrasssnnsannes 2,304,167 800 "47'970
and other business credit companies....... 291,977 243,840 144,631 States and political subdivisions. . vaeesssss 913,850 6’023 2'53?
thetassasusisanaes iaTe s wlnlnin ia s s n'n s inTe 3 ToTa s 400,149 384,423 358,914 U.5. Government (including postal savings). . . 26,755 26'945 ‘34‘”
Raal estate JOans: aiusis s sissssssensssrssnsnsns 663,877 646,656 657,744 Banks in the United States...vveesssessnans 46,482 4
Loans to domestic commercial banks.vssee.s... 16,485 4719 11,860 Foreign: :
Loans to foreign banks. s vueerierisrinnnanns 8,338 9,136 7,969 Governments, official institutions, central 17,285 7 500
Consumer instalment 10GNS,ssesseeereereenn,, 740,054 736,482 728,264 banks, and international institutions. . . . . 17,285 hse 1360
Loans to foreign Gn\liehrnm:nh. ?jiﬁciul : o IC\::mmgrc[nlhhunZs. agsel 4 .‘;'. 20300000 1,100 ] il
institutions, central banks, and internationa ederal funds purchased and securities sol
IS HIUTIong s s e Bt 0 0 0 under ugrger;‘nenls to repurchase. . ..ovv.nss.. 1,353,620 1, 054;28 ggg'ggé
Other 10ans .+ o vvvuvrasevissneeneniennee 769019 699268 620,158 Other liabilities for borrowed moneye . .sses ATS N hona doehos
Total investments. . .ouevuenennneiianiaenisnes 2,886,842 2,804,791 2,590,139 Roﬂlnr liuhil‘lklins ..... O T T O R ?gg.};;; 123 846 ”?'52?
eserves on loans. .o uveissnsrnssassanes ) ¥
Total U.S. Government securities.vsevsunsna.. 1,004,334 947,903 929,481 Reserves on securilies. . v vssvassones TG 16,750 ] lzétggg 9;? ;5'?2
Troasury bills.e.vuassisaansnensaanansnas 125372 107,665 41,383 Tolal capital GCCOUNtSs » s s+ asssessss cheresnees 1,020318 1,026
Treasury cerliﬂcui;suog Tnéinb?ednass. e e 0 0 0 Il Ami i RRESERVES TATD
Treasury notes and U.S, Government TOT. 3 4 3
bonds maturing: CAPITAL ACCOUNTS. +uvvvurensseassss 13,698,751 12,973,738 12,247,702
Within 1.y ear. s sesiniansissnsnssnsissesss 220,336 189,804 139,668
1 Yoar 10 5 YOO . s estannnnsssnnsssnss 529,976 573,294 619,438
Aftar'S yoars,eeasessesissinsssesssnenss 128,650 97,140 128,992
Obligations of states and political subdivisions:
Tax warrants and short-term notes and bills., . 38,957 42,069 9,062
0.:ll nl:hel;l!kdl[. 1,599,913 1,609,298 1,527,039
t onds, corporate stocks, and securit oss
C:l;ilﬁ:ulfs : f | iing| padidipal CONDITION STATISTICS OF ALL MEMBER BANKS
Federal agency nans..-...........‘... 109,783 83,950 57,624
All ethor (including corporate sfocks]. ... 133855 101,571 66,933 Eleventh Federal Reserve District
Cash items in process of collection.............. 1,313,401 1,152,191 1,317,755
Reserves with Federal Reserve Bank,............ 1,115,883 37,386 828,679 (Million dollars)
Eu:'rency un: ‘i::omkihu Id S AR 5?2,5%0 ag,m 82,853
alances with banks in the Unite tntol......... 284 470,361 502,20
Balances with banks in foreign countries..eu...... 8,336 9, 3:3? Nov, 25, Oct, 28, N?;;féf
Other assets (including investments in subsidiaries Item 1970 1970
not consolidated)s s sruiernnnnsiannainnnnes 466,477 459,533 460,437
TOTAL ASSETS. o vesvenseeersnenenns 19698751 12970738 12247702 Ao, cnd discounty grosteeeseeenenenree 12528 12091 11450
U.S. Government obligations..esvesssssess 2,186 2,116 2,107
O B S A UL T8 0o Taa e s teka i #Ta s 14 aTa s e e naTa la Tl 3,648 3,612 3,178
Reserves with Federal Reserve Bank...vs.. 1,499 1,357 1,246
Cash in vault, o.... SAnAAARNAAT 257 273 245
Balances \wih banks ln Ihe Unl[ed States.... 1,342 1,323 1,284
Balances with banks in foreign countries®.. .. 11 1 g
Cash items in process of collection, «.vvvuas 1,341 1,243 1,32
O har oSSRt eesa s le alaleaialalsinlsialsisis/oials ale 940 934 852
TOTAL ASSETS®. . .ceverens sasassanss 23_,?52 ﬂ 2‘__,694
RESERVE POSITIONS OF MEMBER BANKS LIABILITIES AND CAPITAL ACCOUNTS >
Demand dapzﬂl: of banks, ...... ATAAAREE ;,il’gg ;,3;‘6 ;.gui
i Other nd depositsessssssssssssrrnes y B )
Eleventh Federal Reserve District Tedsmend depotlicssn cnsniessaie L 2 8,408 7,220
(Averages of daily figures. Thousand dollars) Total deposlis. s v oiesassssinnsnannss 19,612 19,078 17,749
T FRannanAGAa 0 HAn RBaS a0 BO00H0 Hgg },C]Hog }'éﬁ;?
Other liabilities®. . ....v0. slalaleianinininles b ' i
o D 7o Ry Suaecliid weeis andad Total capital accounti®: «+oerrrrrseseses 1,831 1833 1,728
TOTAL LIABILITIES AND CAPITAL
RESERVE CITY BANKS o 52 23,059 21,604
Tolal reserves held. . vovveree.s 775,369 765711 731,700 ACCOUNISR:L L i, 8752 === ==
With Federal Reserve Bank.... 720,348 710,627 &79,167
Currency and €oinueevvuesn., 55,021 55,084 52,533 e — Estimated.
Required reserves, .........o... 785914 773,047 735,397
Excess reserves alsialsiaiain's 'siniaiy —10,547 —7,336 —3,69
Borrowings. . 0 1,275 48, 627
Free reserves.ssuuesserenresss —10,547 —36]1 —52,324
COUNTRY BANKS
Total reserves held. . .......... 803,230 794,847 777,540 CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS
With Federal Reserve Bank. , .. 616,275 605,499 598,067
Currency and coin..ueessens. 186,955 189,348 179,473 (Thousand dollars)
Required reserves. ..ovuunnees. 789,156 772,111 756,752
Excess reserves. .....oeuerenns 14,074 22,736 20,788
Borrowings.ss e esncinasinnas 92 2,315 11,168 Dec. 23, Nov. 25, Dec. 24,
Froe roserves..oiesivesceranss 13,162 20,421 9,620 Item 1970 1970 1969
ALL MEMBER BANKS
Total reserves held. . .......... 1,578,599 1,560,558 1,509,240 Total gold certificate reserves...eusvevunnn,. 687,979 628,238 499,251
With Federal Reserve Bank.. .. 1,336,623 1,316,126 1,277,234 Discounts for member banks. v vvviesnnnnny,. 0 50 24,450
Currency and coin.vvvvvnnn.. 241,976 244,432 232,006 Other discounts and advances. . vvuvvennn,.. 0 0
Required reserves. ....ouuuees. 1,575,072 1,545,158 1,492,149 US. Government securities. v v vveeeenreres,, 2,791,830 2,650,378 2,423,807
Excess reserves.....oaeeiinnns 3,527 15,400 17,091 Total earning assets.eecssnsesrannnnanna,, 2,791,830 2,650,428 2,448,257
Borrowings: s cusveviininainns, 912 3,590 59,795 Member bank reserve deposits, vy, vu... . 1,668,608 1,498,680 1,373,310
Free reserves................. 2,615 11,810 —42,704 Federal Reserve notes in actual circulation, »  , . 1,945,227 1,881,012 1,745,492




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

(Dollar amounts in thousands, seasonally adjusted)

—

DEBITS TO DEMAND DEFOSIT ACCOUNTS!
DEMAND DEPOSITS!

Percent change
Annual rate

N ; N ber 1970 from of turnover
1970 11 months,
Standard metropolitan (Annual-rate October November 1970 from Movember 30, Movember October November
statistical area basis, 1970 1969 19469 1970 1970 1970 1969
:O“EONM TUCSOM s+ s e e e easeeesessanns § 7,455,780 3% 42% 21% $ 228,772 32.2% 31.1% 23.3%
SIAN A Monroe . o 2,639,988 1 14 8 85,081 31.0 30.4 27.6
= Shreveport. . 8,305,368 —3 6 15 261,387 32.8 35.5 32.5
: AN ICOTRatwal o oo e s 822,432 —10 0 5 38,699 21.1 23.8 22.3
ERASHAD (Sl et sl s Bl sy R 75677 —/ 10 5 105,310 19.8 20.8 19.2
Ama il S e 6,026,952 1 17 10 161,532 7.7 37.9 32.2
I e 8,924,184 —1 2 0 309424 ggg 30.0 30.5
eaumont-Port Arthur-Orange. s seseesssssssnns 6,178,524 2 " B 25.6 23.9
I’rcﬂ\fr\s\rill::-Hu:lrllnge-n-Sr;m Bgonila. e T 2,264:‘72 15 25 14 79,383 28,6 25.4 25.2
COrpuUs Christissasssssesss N 6,758,892 3 31 12 294,197 23.3 24.0 21.9
Conleanad i L R 431,604 3 13 7 31,436 143 140 1322
Dallgy o=t s i o 120,911,340 —3 12 10 2,244,128 55.2 57.7 S51.3
B g e L s 7,404,120 =2 22 10 240,653 30.6 1.2 26.4
FortiW it sa it s et 23,619,864 4 17 10 652,482 36.7 35.5 33.0
Galveston-Texas City. .+ <22 .uuueeiassesrasees A =5 12 11 107,396 24.9 25.1 23.4
Holntonsrives o s iiaiaesi it o e 03:4 315940 3 19 11 2,563,198 40.8 40.8 35.4
Leradpipeiisisd i e 946,308 3 21 12 3,182 22,5 22.8 19.8
'l\rbﬁ?ck 4,539,984 —1 g? g :gggif l?;g fgg 22,0
CAllen-Pharr-Edinburg. «ss .« v s 746,228 9 g . . 15.8
T SLEe e e e S e 10 2 134,049 147 153 134
desiqienrins 2200 —7 —2 4 88,104 18.2 18.9 23.2
an Angelo., , , ... 1,285,104 9 9 7 48,209 19.2 17.8 17.2
an Antonio. , . » 19,356,096 3 21 13 644,955 30.4 29.6 27.4
erman-Denison 1,105,440 1 12 8 67,047 17.0 15.4 15.8
Texarkana (Texa 1,360,236 —2 2 —7 74,150 18.8 19.4 19.3
B e e 2,319,180 — 15 4 100,205 23.8 248 21.8
Aco 3,136,032 8 21 10 120,310 26.6 25,1 22.7
Wichita Falls, .. .. 2,193,204 —11 4 0 116,841 18.9 21.3 18.6
Lt e TV TPV TV 0% 16% 10% $9,377,905 38.1% 38.6% 34.6%

1 1
> Doposits of individuals, partnerships, and corporations and of states and political subdivisions.
ounty basis,

VALUE OF CONSTRUCTION CONTRACTS
(Million dollars)

Janvary—November

BU M. b Oetab (o hy=i s
ILDING PERMITS Area and type 1970 1970 1970 1970 1969
VALUATION (Dollar amounts in thousands) FNS%‘E‘E'S-"THWESTERN OO0 553 597 558 7175 6,277
I Residential building....ovs 227 270 269 2,790 2,589
SEEANTIENa TS, Nonresidential building.... 199 201 183 2,381 2,084r
Nov. 1970 Monbuilding construction. . . 128 127 107 2,004 1,603
MUMBER Ao UNITED STATES.usvavasenss 5,145 5,453 5,398 62,278 62,220r
11 manths, Rusidun::liul bulilglnﬂi.... A :g;'{ f.ggg 12.;‘:;3 gz,dsl 23,518¢
. : A 1970 f Monresidential building. . .. . 2,55 23,480
Areq Wtk eEn. B i 970, P GRS 1969 Hoobulldiag constructionsleis 1497 1,289 1,278 17271 15.222r
'“-Eg':& 1 Ari?n?l Louisiana, New Mexico, Oklahoma, and Texas.
Mesnanniny — —5 r— Revised.
LOULSIAN,\ A27 £:23578 85,673 83 8805,178 7% —7% % NOTE. — Detalls may not add to totals because of rounding.
SOURCE: F. W. Dodge, McGraw-Hill, Inc.
&7 775 805 13,506 —1& —14 12
536 5,184 2,964 29,666 34 —I11 —21
42 443 a4l 7,826 —9 S —32
126 3,637 981 28,145 —3 —83 =31
395 4,476 8,133 115,561 —34 42 —18
1;3 hggf ?:g g»:gg ;; 62 —;; GROSS DEMAND AND TIME DEPOSITS OF MEMBER BANKS
; 79 — =
—i 18 i
}'ng lgggis' 2%1%%? :ﬁ?iéﬁ iy 38 8 Eleventh Federal Reserve District
32 256 3,398 149 133 26
440 5,;!!5 3,860 86:830 —25 —55 o (Averages of daily figures. Million dollars)
zgg 4,212 4,154 ?g,gég _gg —g.ls li
188 = —
2,468 315;} 53,535 435:532 80 83 8 GROSS DEMAND DEPOSITS TIME DEPOSITS
o e % g.léd i —ﬁﬁ gg Reserve Country Reserv, Count
SR eserve ountr
1%: 2,205 3.;;3 44:‘;?; %g = 30 Date Total city banks  banks Total city banks b“h-_.r
50 785 390 8,918 —27 236 21
83 849 208 7313 —1 48 —9 1948; November.. 10,365 4,776 5,589 7,498 3,145 4,353
R e b s o 1969 November.. 10,373 4750 5623 7268 2,690 4,578
"6 ‘751 '730 13355 —55 132 —25 1970: Junessr.ne 10,265 4748 5,517 7,391 2,651 4,740
24 321 340 6,164 95 =l == Julyseeasss 10,412 4,782 5,630 7511 2,722 4,789
174 2,211 2,007 32,531 23 190 91 August. ... 10,530 4,816 5714 7,783 2,926 4,857
59 769 960 11,804 25 276 =] September. 10,658 4,885 5773 8,088 3,162 4,926
2 October... 10,684 4,860 5,824 8,317 3,305 5,012
9,707 113,495 $127,765 $1,461,825 7% 30% A% November.. 10,843 4,899 5,944 8,622 3,476 5,146




DAILY AVERAGE PRODUCTION OF CRUDE OIL INDUSTRIAL PRODUCTION

(Thousand barrels) (Seasonally adjusted indexes, 1957-59 = 100)
Percent change from Movember October  September November
e Area and type of index 1970p 1970 1970 1969
November October MNovember October No b
Area 1970 1970 1969r 1970 1969 TEXAS
Total industrial production. ... . 180.6 181.4 180.1r 176.3
FOUR SOUTHWESTERN Manufacturing v eeseesseansonns 195.9 197.5 195.6r 201.2
ST ATES s s eialeis siataisiainiaie s sis 7,285.9 7,242.3 6,537.3 0.6% 11.5% Drable s s oTaiatals'sls diatsialaalolain's 198.1 200.7 205.3 224.8
Loulsiancs stels sle s sesieibialn 2,756.0 2,714.2 2,404.7 1.5 14.6 Nondurable. .eessessssasesnns 194.5 195.3 189.2r 185.4
New MeXicouveeseeaaans 343.5 345.9 360.6 —7 —4.8 Mininge s seesanssosnasanasaees 143.1 143.0 141.1r 127.0
?klnhnmu .............. 604.4 606.2 622.1 —.g _13:2 U0 e e e 267.1 267.1 274.4r 247.4
XSS ala[sisia nlals vivsnnsinin's 3,582.0 3,576.0 3,149.9 v f UNITED STATES
Gulf Coast...........e 728.6 711.4 622.4 2.4 17.1 Total industrial production. ... .. 161.4 162.4 165.8r 171.4
West Texas..ovavsesss 1,720.8 1,730.9 1,517.7 —.6 13.4 MANUFaCIURING o v v e v enssrrnnnnns 158.5 159.5 163.7r 171.8r
East Texas |proper)..... 228.8 211.7 158.1 8.1 44.7 Durable...... 151.5 153.5 160.4r 172.1r
Panhandle. ...vvvennes 80.0 86.9 80.4 —B.0 —.5 Nandurable 167.3 167.1 167.7¢ 171.5r
Rest of state.easssesnss 823.8 835.1 771.3 —1.4 6.8 Mg e 140.1 139.9 138.9r 132.6r
UNITED STATES....ccneasss 10,062.0  10,025.5 9,321.2 A% 7.9% W B haranasanasnaaaananinna 241.0 241.5 242.5r 226.0r
r— Revised. p— Preliminary.
SOURCES: American Petroleum Institute. r— Revised.
U.S. Bureau of Mines. SOURCES: Board of Governors of the Federal Reserve System.
Federal Reserve Bank of Dallas. Federal Reserve Bank of Dallas.
deposits that resulted from
NONAGRICULTURAL EMPLOYMENT inflows of such deposits other than
Five Southwestern States? large negotiable CD’s. As is typical
at that time of year, large CD’s
ey ol st Rarsmichangs declined somewhat, probably as
Movember October November Oct. Nov. Forporatlons tumed n maturmg
Type of employment 1970p 1970 1969 1970 1949 lnstmments as one means Of
Total nonagriculivral o making part of their tax and
wage and salary workers.. 4,384, 6,347,000 6,330,600 03% 09% v
Manufacturing. ... ..on... 1,123,400 1,130,000 1,193,100 —.6 —59 d.l.VldeIld paymel.lts.' Neverth?less’
Nonmanufacturing 5,261,500  5237,000 5,137,500 .5 2.4 with total deposit inflows quite
Minings s vauas 228,400 228,200 232,000 I
Construetion 403,000 400100 44000 7 —27 large, the banks further reduced
Transportation and A . .
1, Dublic uifis....... 469,400 469,300 458,000 0 25 their reliance on nondeposit
T8, visisssinisnnnnnnni 1,505,700 1,492,4 460, K ¥ : :
Fnanca. 11111100110 324100 325100 ayaee —3 o sources of funds, cutting in half
BIYICe. v vsannnnnnnns 1,035,700 ,030, , 4 K 3 = s :
e e Al 11295200 1291100 1,269,200 3% 34% their borrowing in the commercial
! Arizona, Louisiana, New Mexico, Oklahoma, and Texas. pap_er marke!; and. Shghtly reducmg
p — Preliminary. their borrowings in the Eurodollar

r— Revised.
SOURCE: State employment agencies. rnarket.






