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Cattle Feeding-

Banks Participate Heavily 
In Industry's Expansion 
-
Capi~ invested in the rapidly 
~rowIng commercial cattle feeding 
IndUstry of four states in the 
E~eventh Federal Reserve District 
?hIllbed from less than $150,million 
In 1960 to about $800 million at 
~?e start of this year. During that 
.lllle, the number of cattle on feed 
In Arizona, New Mexico, Okla­
~ollla, and Texas rose from 636,000 
,:ad to 2,405,000 head. Texas, 
~th 24 feedlots of capacities for at 
tas~ 30,000 head each. and a total 
e~d!ng capacity of more than 2 
~on head, accounted for more 
. an half of the total growth in 
lllvestlllent.1 

f Some capital was provided by 
~edlot owners and operators. Most 

o t.he capital, however, came from 
major institutionallenders-com­
mercial banks, production credit 
ass . t' OCla Ions, insurance companies, 
: .nd agricultural credit corpora-
t IO~S. And a large part of the insti-
uttonal credit came from the 
cO~mercial banks. Traditionally a 
brtme source of agricultural credit, 
Ii ~ks provide an effective financial 

n age between money market 
Centers and such local users of 
~redit as the cattle feeding indus­
bl'y· At the beginning of 1970, 
thnks had extended $1.5 billion of 
. e nearly $2.2 billion in outstand­
Ing b n~n-real-estate farm loans held ur lrtncipal institutional lenders 

B leventh District states. 
a an~s vary, however, in the 
ggresslVeness with which they 

~eek to serve the credit needs of the 
o~t cattle. industry. A recent survey 
. anks ill Texas and New Mex­
ICO h t. sows that only a small prop or-
Ion of the banks in these states ---

were active in supplying credit to 
the cattle feeding industry at the 
start of 1971,2 Most of these banks 
were in the High Plains area, al­
though some were in the larger 
metropolitan areas. 

Sources of bank funds 
Banks in the Southwest have long 
relied on local deposits as the main 
source of funds for supplying agri­
cultural credit. But with the rapid 
growth of the feedlot industry, 
particularly in the High Plains of 
Texas and New Mexico, some 
banks found local deposits insuf­
ficient to meet loan demand and 
had to look for other sources. 

Lending banks sometimes in­
vited other (correspondent) banks 
to participate in loans, but this 
practice was limited primarily to 
the largest banks (those with de­
posits of more than $50 million). 
About a third of these large banks 
reported servicing cattle feeding 
loans for correspondent banks, but 
only a few of the medium-size and 
small banks (those with deposits 
between $10 million and $50 mil­
lion and those with deposits less 
than $10 million) reported such 
participations. 

Generally, local banks received 
less than 10 percent of their funds 
for all types of loans from corre­
spondent banks. Several of the 
most active banks, however, re­
ported participations accounting 
for about a fifth of the total loan 
funds. 

Banks that obtained participa-
tions in loans usually worked with 
several correspondent banks. These 
correspondents ranged from small 

banks nearby to large banks in the 
nation's largest cities. 

Less than a tenth of the banks 
used bankers' acceptances as a 
source of funds for the industry. 
And most of these were larger 
banks, often the same ones that 
used correspondent loan arrange­
ments. These banks normally used 
warehouse receipts on cattle to 
secure feedlot loans. Most medium 
and small banks did not use 
bankers' acceptances. 

Few banks reported discounting 
paper with either the Federal 
Reserve Bank or the Federal Inter­
mediate Credit Bank. Some funds 
loaned to commercial feedlots were 
obtained by participation loans 
with the Small Business Adminis­
tration. 

Special characteristics 
Banks already established as sup­
pliers of agricultural credit have 
been the most active in making 
cattle feeding loans. But most 
banks found that commercial 
cattle feeding operations-as they 
have developed in the High Plains 
of Texas and New Mexico-are dif­
ferent from other agricultural 
operations. Cattle feeding requires 
a larger investment per firm than 
most agricultural enterprises. Op­
erating costs are higher. Conse­
quently, cattle feeding has a 
greater demand for credit. 

Because feedlots are typically 
large (capacities for active feedlots 
average more than 11,500 head in 
Texas) and need large amounts of 
operating capital, feedlot loans are 
larger than the average agricultural 
loan. Loans by Texas banks to the 

1. ~ol' a detailed discussion of t he development and financing of the fed cattle industry in the High Plains ar ea of Texas, see the Busine8s Review, 
2 Uly and September 1969 • 
. 'l'he SUNey was conducted by this Bank in cooperation with the Department of Agricultura l Economics and Rural Sociology and the Economic 

n esearch SeNice, Texas A&M University, as part of a broader study of cattle feedlot financing in the Southwest. 
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Expansion of Texas feedlot operations 
accounts for most of the recent rapid growth 
in cattle feeding in the Southwest 
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cattle feeding industry averaged 
nearly $80,000 at the beginning of 
this year-almost four times the 
average size of all agricultural 
loans made by these banks and 
more than three times larger 
than the average of other livestock 
loans. 

Even small banks in Texas made 
fairly large cattle feeding loans, 
averaging almost $35,000. Loans 
by medium-size banks averaged 
slightly over $50,000, and those 
by large banks averaged over 
$100,000. 

Because cattle feeding is a 
highly specialized operation-with 
most of the investment in livestock 
and feed rather than fixed assets­
loans for cattle feeding are more 
risky than many other agricultural 
loans. Price changes in both the 
feeder and finished cattle markets, 
losses due to sickness, and changes 
in prices of feed have a direct bear­
ing on profit margins and an in­
direct bearing on the soundness of 
loans. Prices of both feeder cattle 
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and fed cattle nave a hist0ry of 
instability. 

General approach 

The large size of cattle feeding 
loans and the risks iIJ. making them 
have caused bankers 'to take a gen­
erally different approach to' these 
loans, making special arrangements 
for them. The approaGh is for 
bankers to review their loan invest­
ments in the cattle feeding indus­
try more closely than other' types 
of agricultural loans. Most banks 
holding a l~rge number of cattle 
feeding loans erpploy several people 
that devote more than half their 
time to servicing feedlot' loan·s. 
About two-thirds of the banks that 
made cattle loans spent more time 
servicin'g cattle feeding loans than 
other types of loans. 

Bank representatives performed 
a variety of tasks, ranging from 
routinely checking cattle in pens 
to assisting in marketing decisions. 
While most bankers reported that 
they did not make specific market . 

recommendations, several said 
tl;ley kept abreast of both current 
feeding practices and market con­
ditions and that they often assisted 
customers in making marketing 
decisions. 

Some bankers require borrowers 
to stagger their buying and selling 
to even out fluctuations in prices 
of both ·feeders and finished cattle. 
Although the bankers surveyed did 
not require bbrrowers to hedge 
part of their risks by using the 
futures market, some bankers 
noted that customers did so. 

Bankers were concerned about 
distances between their banks and 
feedlots. This was particularly true 
of small banks, which indicated a 
preference for ' making loans to bor­
rowers in.!their trade territories. 
More' thari 60 percent of the cattle 
feeding loans made by banks with 
deposits of less than $10 million 
welle made within 50 miles of the 
bank. Small banks that made 
cattle loans outside their trad~ f 
areas usually did so on the baSIS 0 

an especially strong financial 
statement. 

Large banks-normally in the . 
larger cities-made a fourth of theIr 
loans to cattle feeders more than 
100 miles from the bank. Large 
city banks outside the area often 
depended on country banks to 
supervise their feedlot loans. In 
some cases, the country bank was 
not compensated directly for ser­
vicing them. The smaller banks 
reported that they were compen­
sated indirectly by helping the 
feedlot industry and, in turn, con­
tributing to the economic develop­
ment of their communities. 

Lending arrangements 

Because cattle feeding loans are 
typically larger than other agricul-
turalloans and usually represent 
greater risks, most banks make . 
special arrangements for spreading 
the risk. These include requirin~ 
the borrower to maintain a specI~ 
fied minimum (compensating) b -
ance in his checking account, as 
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~elI as imposing a slightly higher 
Interest charge than for other 
~YP~s ~f agricultural loans. At the 
Tegmrung of this year, banks in 

exas and New Mexico required 
compensating balances on about a tho 
th Ird of the cattle feeding loans 

ey made. This practice of 
c· ' ourse, rrused the effective cost of 
lUoney to the borrower and in­
freased the interest return to the 
tender. A Business Review study 
1 Wo years ago showed an even 
a:ger proportion of banks in the 

!llgh Plains requiring compensat­
Ing balances. 

The practice of requiring mini­
rn,um balances did not vary greatly 
WIth. the size of the bank. The pro­
portIon of fed cattle loans requir­
Ing compensating balances ranged 
from 29 percent at the small banks 
to 36 percent at the large banks. 
~anks requiring compensating 
alances received, on average, 20 

Percent of the loan. 
Regarding interest rates on 

cattle feeding loans, the most com­
lUon rate charged on such loans 
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outstanding in Texas and New 
Mexico at the beginning of the 
year was 8.5 percent. Rates on 
cattle feeding loans ranged from 
7 percent to 10 percent, with the 
greatest differences in rates ap­
pearing in areas with the greatest 
concentrations of feedlots. 

Because of the comparatively 
large investment required to op­
erate a feedlot, borrowers, on aver­
age, had a larger financial base 
than most other agricultural pro­
ducers. The average borrower had 
a net worth of about $500,000-
almost eight times the net worth 
of the average U.s. farmer. 

Borrowers from small banks had 
an average net worth of $292,000, 
compared with $512,000 for bor­
rowers from medium-size banks 
and $773,000 for borrowers from 
large banks. With the average size 
of commercial feedlots in the 
Southwest increasing and the man­
agement techniques of large feed­
lot operators becoming more ag­
gressive, these net worth averages 
will probably continue to rise. 

The line of credit available to 
borrowers was closely related to 
their net worth. Credit for cattle 
feeding averaged about half the 
borrower's net worth. Small banks 
gave an average line of credit equal 
to about a fourth of the average 
borrower's net worth. Large and 
medium-size banks gave lines of 
credit equal to slightly over half 
the net worth. Even so, the amount 
of cattle loans outstanding at the 
beginning of the year averaged 
only slightly more than half the 
line of credit established for bor­
rowers. This partly reflected the 
excess capacity of feedlots at the 
time and the dim near-term out­
look for profits from feeding cattle. 

About 70 percent of the banks 
required that borrowers maintain 
an equity investment in the feedlot 
enterprise being financed. The 
amount of equity required varied 
considerably, relating apparently 
to the borrower's net worth, his 
record in the industry, and the 
length of time he had done busi­
ness with the bank. The most com-

Texas and New Mexico banks establish 
lines of credit to cattle feeders 
averaging half the borrower's net worth 
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mon equity requirement was 25 
percent. Banks required owner 
equity of more than 35 percent on 
less than 10 percent of the loans. 

feeding in New Mexico and Texas. 
Even during periods of tight 
money, the cattle feeding industry 
was strong enough to compete 
successfully for funds. Loans to purchase feed were 

often made in conjunction with 
feeder cattle loans. About two­
thirds of the loans to purchase 
feeders included money for feeding 
expenses. 

The industry-with its mass­
production techniques and, con­
sequently, its need for large 
investment and credit at regular 
intervals-has offered bankers of 
the Southwest a new challenge. 
Adjustments in lending practices 
and support from other lenders are 
apparently allowing commercial 
banks to meet the challenge. 

Impact on the industry 
While adjustments in bank proce­
dures and lending arrangements 
have restricted cattle loans more 
than other bank loans to farmers, 
the changes have not prevented 
the rapid development of cattle 

-Carl G. Anderson, Jr. 
Charles M. Wilson 
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New member banks 

The Village National Bank, Houston, Texas, a newly organized institution located 
in the territory served by the Houston Branch of the Federal Reserve Bank of 
Dallas, opened for business October 4, 1971, as a member of the Federal Reserve 
System. The new member bank has capital of $320,000, surplus of $320,000, and 
undivided profits of $160,000. The officers are: A. W. Schmidt, President, and 
E. F. Kinkead, Jr., Cashier. 

The Valley National Bank, McAllen, Texas, a newly organized institution located 
in the territory served by the San Antonio Branch of the Federal Reserve Bank 
of Dallas, opened for business October 12, 1971, as a member of the Federal 
Reserve System. The new member bank has capital of $400,000, surplus of 
$400,000, and undivided profits of $200,~00. The offi?ers are: John C. Jones, Jr., 
Chairman of the Board; Shelley H. Collier, Jr., PresIdent; H. Ray Lewis 
Vice President and Cashier; and Ceasar H. Salinas, Assistant Cashier. ' 

New par banks 

The Citizens Bank & Trust Company, Arcadia, 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 its opening date, October 4, 1971. 
The officers are: John D. Poland, Chairman of the Board; Willis R. Mancil, 
President; Joe T. Reeves, Vice President (Inactive); and Leroy Perritt, 
Assistant Vice President and Cashier. 

The Southwestern Bank, Stafford, Texas, an insured nonmember bank located in 
the territory served by the Houston Branch of the Federal Reserve Bank of Dallas 
was added to the Par List on its opening date, October 13, 1971. The officers are: ' 
Donald E. Vickery, President, and Jack McBride, Cashier. 

-
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Functional Cost Analysis-

Functional Profitability 
Varies with Size of Bank 
-
The profitability of various bank 
~Unctions has become increasingly 
l!nP?rtant with the growth of full­
se~lce banking. One tool for mea­
Surmg the profitability of different 
oPerations is functional cost anal­
~Sis, a program developed by the 

ederal Reserve System. 
t This program was described in Jr ~ugust issue of the Business 

eVlew, which also discussed the 
usefu.Iness of the program, given 
certam limitations. This article 
SUlllInarizes data derived from the 
r~ogra~ from 1966 through 1970, 

e perIod for which aggregate 
rep.orts have been published. The 
artIcle also provides comparative 
~alta on participating banks in the 
. eventh Federal Reserve District 
l!l 1970. 
f Comparisons are made over time 
or banks of three sizes-

• Small-those with deposits up to 
$50 million 

• Medium-those with deposits 
between $50 million and $200 
lllillion 

• Large-those with deposits of 
B $200 million or more 

small participation, a report on 
large banks in the Eleventh Dis­
trict is not available. However, a 
report was published that includes 
data from eight banks outside the 
Eleventh District with data for the 
two District banks.) 

The report on the program in 
1970 provides fairly comprehensive 
data broken down by function, 
allowing individual banks to pin­
point areas of their operations that 
fall below the "norm" in profitabil­
ity for their deposit size. Reports 
published by the different Federal 
Reserve districts also serve to point 
up regional differences in the prof­
itability of various functions. 

Functional trends 
Functional cost analysis over the 
past five' years indicates substan­
tial differences in the functional 
volume, income, expenses, and 
profits of banks in the three sizes. 
Although relative positions of the 
size groups could change over time, 
several trends are indicated. 

Of the three sizes of banks, 
medium-size banks have consis-

tently earned the highest average 
return (after federal taxes) on the 
funds available to them. Small 
banks c~nsistently had the highest 
average mcome on available funds 
but lower average expenses allowed 
medium-size banks to turn in the 
best performance. Although large 
and medium-size banks showed 
higher net yields on their port­
folios, both groups held larger pro­
portions of their funds in cash and 
accounts due from other banks­
nonearning assets. 

The cost of money has been low­
est at medium-size banks. Small 
banks maintained the largest pro­
portion of time deposits, which 
entailed high interest expense, and 
large banks used more funds from 
nondeposit sources, which were 
also more expensive than demand 
deposits. 

In the structure of their port­
folios, small banks have held the 
largest proportion of U.s. Govern­
ment securities, real estate mort­
gage loans, agricultural loans and 
instalment loans. Large bank~ 
maintained the largest proportion 

anks participating in the program 
~re furnished feedback data allow­
Ing comparisons between their 
Operations and an average devel­
OPed from a group of banks of 
comparable deposit size. 

INCOME, EXPENSES, AND EARNINGS PER $1,000 OF AVAILABLE FUNDS 
AT PARTICIPATING BANKS IN THE NATION 

Participation is open to all 
Inember banks. Of the 951 banks 
participating throughout the 
nat· b IOn last year, 665 were small 
banks, 261 were medium-size 
( anks, and 77 were large banks. 
t~verage bank totals reported in 
b s article exceed 951, however, 
I ecause of fringe-bank overlaps.) 
P n t~e. Eleventh District, 59 banks 
b artlclpated, including 39 small 
tanks, 18 medium-size banks, and 
\\To large banks. (Because of the 

llllsine R . 
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Item and year 

Income 
1966 ... . .. . . ...... . ... .. 
1967 . . . . .. . ..... , ... . . . . 
1968 . ......... . .. . ... .. . 
1969 .... . ..... . .. . . , ... , 

1970 . . . . . . ...... , . . . .. . . 
Expenses 

1966 . . , .... . .... . ....... 
1967 ... .. ....... . ....... 
1968 .. .. . . ..... ... ... . .. 
1969 ........ . ........... 
1970 . . ..... . . . .......... 

Earnings (after federal taxes) 
1966 . . . .. . .... . .. . . . . . .. 
1967 ...... . . . . .. ... .. .. . 
1968 . . .... .. ............ 
1969 .. . .. . .. . .. ...... . . 
1970 ... . ..... . . ......... 

Small Medium Large 
banks banks banks 

$56.25 $54.99 $52.82 
58.76 56.73 55.11 
62.65 61.25 61 .10 
68.46 67.45 68.22 
72.85 71.63 71.57 

39.21 37.03 36.26 
41.48 38.92 38.11 
43.65 40.95 42.27 
46.60 44.52 47.47 
50.26 48.25 50.53 

9.21 9.40 8.63 
9.31 9.33 8.82 
9.27 9.62 8.86 

10.60 10.85 9.77 
11 .58 11.76 10.53 
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Profits at Participating Banks in the Nation­
Net Yield After Cost of Money 

PERCENT 

LARGE BANKS 

4-

~~ 
3 - ,... I!"-

- ,...~ 

2 -

-

I '66 '68 '70 I '66 '68 '70 I '66 
o 

MEDIUM BANKS 

4-

-~ -
3 -

~ 

~ --~ 
2 -

-

I ' , I ' , , I '6 
o 

66 68 70 66 68 70 6 

SMALL BANKS 

4-

3-

2-

1-

6 

- -:-

'68 

'68 

- 7."" 

t-~ -~ 

'70 I '66 '68 '70 I 

,... ""'!I 
-,... 

,... 
,...""",,, 

' 70 I '66 ' 68 '70 I 

'66 '68 '70 
COMMERCIAL 

A ND 
AG RICUL TURAL 

LOANS 

.-

of cash and cash balances due froI11 
other banks. They also maintained 
the largest proportion of commer­
cialloans. 

Most non-fund-using activities 
showed net losses, regardless of 
bank size. Large banks, however, 
usually had the smallest net losses 
and, in some cases, showed net 
profits on these items. 

Available funds 

The major determinants of a 
bank's profitability are its cost of 
acquiring funds and its income 
from the use of funds. Of the three 
sizes of banks, medium-size banks 
have consistently shown the high­
est earnings (after federal taxes) 
per $1,000 of available funds. This 
has been the case since compara­
tive figures were first compiled-for 
1966. Small banks have had the 
highest income per $1,000 of avail­
able funds, but their expenses have 
also been higher than those of 
medium-size banks. 

Large banks had the lowest ex­
penses per $1,000 of available 
funds in 1966 and 1967. But with 
the rising costs of time deposits 
and funds from nondeposit sources, 
their expenses rose substantially in 
1968, 1969, and 1970. Also, their 
income on total available funds 
usually averaged lower than that 
of the other two bank sizes 
throughout this five-year period. 

Small banks in the Eleventh 
District showed lower expenses and 
higher incomes in 1970 than bankS 
of comparable size nationwide. 
Medium-size banks in the District, 
however, showed lower earnings 
than small banks in the District or 
medium-size banks in the nation. 
The difference was due to the 
smaller incomes on available funds 
at medium-size banks in the 
District. 

Portfolio performance 

One obvious determinant of a 
bank's profitability is the perfor­
mance of its portfolio of invest­
ments and loans. The rate of return 
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~MPARATIVE LOAN FUNCTION AT PARTICIPATING BANKS, 1970 

Item 

Real estate loans 
Average size in portfolio . 
Volume serviced per employee . 
Number serviced per employee . 

Instalment loans 
Average size in portfolio ........ . ... 
Volume serviced per employee ...... 
Number serviced per employee ... 

Commercial and agricu ltural loans 
Average size in portfolio ....... 
Volume serviced per employee . 
Number serviced per employee . -

on portfolios differs-both over time 
and between sizes of banks. Instal­
?ent loans were most profitable 
or small banks in 1970 for 

example, while commer~ial and 
a . I gncu turalloans were most profit-
~ble for medium-size banks and 
~nvestments were most profitable 
or large banks. 

f But that was a marked change 
. rom five years before. Although 
Instalment loans were still the 
~ost profitable item for small 
r;:nks in 1966, they were then also 
f e most profitable portfolio item 
or large and medium-size banks. 
~ha~ was the case through 1968. 

ut In 1969, investments were 
~ore profitable for medium-size 
tanks and commercial and agricul­
I ural loans were more profitable for 
arge banks. 

As in the nation, commercial and a . 
gnculturalloans were the most 

ihofitable for medium-size banks in 
e District last year. But invest­

ments were slightly more profitable 

Small banks Medium banks Larg e banks 
Eleventh United Eleventh United United 
Dlatrict States District States States 

$10,260 $11 ,148 $19,169 $13,917 $19,021 
$1,636,000 $2,179,000 $1,134,000 $2,464,000 $2,408,000 

189 210 145 194 150 

$1,031 $1,078 $1 ,094 $989 $873 
$410,000 $449,000 $454,000 $413,000 $350,000 

398 417 416 418 402 

$6,034 $5,350 $17,090 $10,316 $26,671 
$1,257,000 $1,287,000 $1,858,000 $1,567,000 $1 ,934,000 

208 241 

for small banks in the District than 
instalment loans.· 

Cost of making loans 
The profitability of a loan depends, 
of course, on the expenses a bank 
incurs in making and servicing the 
loan. And some of this expense is 
the cost of personnel to service 
loans. Employees at small banks in 
the nation serviced, on average, 
more real estate loans and commer­
cial and agricultural loans than 
employees at large banks, but both 
the volume and number of instal­
ment loans serviced per employee 
were greater at small banks than 
at large ones. 

Data for the past five years show 
average real estate loans and aver­
age commercial and agricultural 
loans were largest at large banks. 
Also, as might be expected, the 
smallest of these loans were at 
small banks. The average size of 
instalment loans, however, was in­
versely related to bank size. 

109 152 73 

Small banks generally serviced 
more loans per employee than large 
or medium-size banks. Except for 
instalment loans, however, the 
average loan increased with bank 
size. This could indicate, of course, 
that more employee time was 
needed to make and service large 
loans. 

Banks in the District followed a 
similar pattern in 1970-with minor 
exceptions. Where the average in­
stalment loan was largest at small 
banks nationwide, it was largest at 
medium-size banks in the District. 
Also, the average size of real estate 
loans and commercial and agricul­
turalloans was substantially larger 
at medium-size banks in the Dis­
trict than in the nation. 

Portfolio distribution 

Banks of different sizes tend to 
distribute their portfolios differ­
ently. Across the nation, both 
small and medium-size banks held 
more funds in investments than in 

PORTFOLIO DISTRIBUTION AT PARTICIPATING BANKS, 1970 

----------------------------~~~--------~~~~----~~~-----------Small banks Medium banks Large banks 

Eleventh United Eleventh United United 

District States District States States 

41.66% 40.20% 35.14% 37.33% 33.85% 

3.99 3.32 3.47 3.45 3.48 

10.27 20.27 5.00 19.56 18.90 

3.62 2.38 3.01 2.58 2.38 

15.32 15.40 11.25 15.07 11.61 

3.87 3.41 3.22 3.21 2.65 

32.74 24.13 48.61 28 .04 35.64 

3.55 2.94 3.58 3.48 3.46 
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Distribution of Assets at Participating Banks, 1970 

D NATION 

D ELEVENTH DISTRICT 

BANK PREMISES 
-3% 3% 3% AND OTHER ASSETS 40/. 4% 

11% 13% 15% CASH AND DUE 15% FROM BANKS 18% 

-
-
34% 31 % 28% INVESTMENTS 34% 27% 

- 4% 
17% 16% 15% 

REAL ESTATE LOANS 8% V 9% 

10% INSTALMENT LOANS 12% / 13% 13% 

38% 

24% 
29% COMMERCIAL AND 27% 

21% AGRICULTURAL LOANS 

SMALL 
BANKS 

MEDIUM 
BANKS 

LARGE 
BANKS 

anyone loan category in 1970. 
Large banks, however, held more 
funds in the form of commercial 
and agricultural loans. All banks, 
regardless of size, held the smallest 
proportion of their funds in the 
form of instalment loans. This was 
despite the fact that, for small 
banks, instalment loans showed the 
highest net profit. 

Investments were the most im­
portant component of portfolios of 
small banks in the Eleventh Dis­
trict, and real estate loans were the 
least important. Unlike banks 
nationwide, medium-size banks in 
the District held the largest pro­
portion of their funds in commer­
cial and agricultural loans and the 
smallest proportion in real estate 
loans. 

Funds held in cash and accounts 
due from other banks declined 
slightly for all bank sizes over the 
five-year period. Small banks typi­
cally held fewer funds in this form 
than large or medium-size banks. 
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SMALL 
BANKS 

MEDIUM 
BANKS 

On average, banks in the Eleventh 
District held more funds in this 
form than banks of comparable size 
across the nation. 

The difference is probably due 
to the prominence of Texas banks 
in the District. Being in a unit­
banking state, Texas banks tend to 
establish correspondent relations 
with other banks and hold balances 
in those institutions. Also, many 
banks in the District do not man­
age their cash positions as closely 
as banks near large money market 
centers. 

Small banks, in the District and 
the nation, consistently held larger 
proportions of their funds in U.S. 
Government securities than banks 
in either of the other two cate­
gories. The general category of 
investments was also consistently 
largest as a share of total portfolios 
at small banks. 

The volume of liquidity loans 
(Federal funds sold, commercial 
paper, brokers' loans, bankers' 

-
acceptances, purchased certificates 
of deposit, and Commodity Credit 
certificates of interest) did not 
vary significantly with bank size 
until 1970, when large banks 
showed a substantial increase in 
this category. The volume of these 
loans at large banks more than 
doubled that year, rising from 2.09 
percent of all assets at these banks 
in 1969 to 5.06 percent. The in­
crease probably reflected greater 
activity in the Federal funds mar­
ket over the year and the upturn 
in the stock market. 

Over the five-year period, real 
estate loans, instalment loans, and 
agricultural loans consistently 
claimed a larger share of the funds 
at small banks than at large and 
medium-size banks. Commercial 
and other loans took the largest 
shp.re of funds at large banks. 

Liability management 

Also important to the profitability 
of bank operations is the "cost of 
money"-the cost to a bank of 
acquiring the funds it loans and 
invests. The functional cost analy­
sis program uses a "pool of funds" 
approach to a breakdown of ex­
penses. Expenses-less any income 
from service charges-are allocated 
to the deposit and capital functions 
to derive the cost of money. Indi­
vidual costs are calculated for each 
deposit type and source of funds. 
From these-costs, an average cost 
of money is derived. 

Because of interest expenses, 
time deposits cost the most to 
acquire. In 1969 and 1970, how­
ever, the cost of acquiring net 
capital funds (including funds 
from nondeposit sources) rose sub­
stantially, especially for large 
banks. This was because of the 
generally tight credit conditions 
in those two years and the high 
interest rates. 

Throughout the study period, 
the cost of acquiring funds was . 
consistently lower for medium-SIze 
banks than for other banks. This 
was because banks of that size 
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AVerage Cost of Money at Participating Banks in the Nation 

COST PER $100 OF TOTAL AVAILABLE FUNDS 
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usually obtained the largest part 
?f their funds from demand depos­
Its, which cost less than other 
sources of funds. 
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1970 

Small banks typically held a 
larger proportion of time deposits 
(which cost more) than demand 
deposits. And of the time deposits 
held by small banks, larger pro­
Portions were in CD's and other 
time deposits that cost more. 

COST OF FUNDS AT PARTICIPATING BANKS 

Large banks used more funds 
from nondeposit sources, which 
also cost more than demand de­
posits. During the period of high 
Interest rates in 1969-70, the costs 
of acquiring net capital funds rose 
Substantially for large banks. 

While the cost of money to 
lUedium-size banks was about the 
same in the District as in the na­
iion, the cost to small banks was 
oWer in the District. The differ-
ence was probably due to banks in 
~he District acquiring more of their 
unds from demand deposits. 
~though medium-size banks in 
dhe District also held more demand 
.eposits than banks of comparable 

SIZe in the nation as a whole, they 
h~sO held a larger proportion of 
d 19her-costing funds from non-
eposit sources. 

llUsiness Review I November 1971 

Area, year, 
and bank size 

United States 
1966 

Small banks ... . . .. .. 
Medium banks, , .. , , . 
Large banks "., ... , 

1967 
Small banks .. . ...... 
Medium banks. , , ... . 
Large banks " ..... . 

1968 
Small banks ...... . .. 
Medium banks . . .. , .. 
Large banks . .. ..... 

1969 
Small banks ' , . , .. , .. 
Medium banks , , ..... 
Large banks ...... . . 

1970 
Small banks .... . .. . . 
Medium banks .. , , . , , 
Large banks ,'. " ... 

Eleventh District 
1970 

Small banks , , .. ' . . , . 
Medium banks , , , . , , , 

Cost per $100 of 
total available funds 

Demand Time Nondeposlt 
deposits deposits funds 

$1.47 $4.09 $1 .66 
1.33 4.24 1.49 
1.25 4.56 2.09 

1.57 4.31 1.69 
1.42 4.41 1.43 
1.39 4.65 1.79 

1.74 4.53 2.03 
1.56 4.62 1.78 
1.53 4.84 2.71 

1.76 4.83 2.60 
1.61 4.88 2.67 
1.73 5.08 4.73 

1.89 5.26 2.82 
1.70 5.39 2.92 
1.87 5.69 4.36 

1.57 5.49 3.70 
1.30 5.96 5.00 
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SOURCES OF AVAILABLE FUNDS AT PARTICIPATING BANKS, 1970 

Item 

Demand deposits .. . . . ............. . . .... . 
Regular checking accounts . ... ...... . ... . 
Special checking accounts . . .... .. .. . ... . 
Other demand deposits . . .. ... . ... . . . . . . . 

Time deposits .... ..... . . . ... ... . . ...... . 
Regular savings accounts ..... . . ..... . .. . 
Club accounts and school savings . . . . . . . . . 
Certificates of deposit 

and other time deposits ..... . . .. ...... . 
Other liabilities and borrowed money ... . . .. . 
Capital funds .. . ... . .. . .... . . . ..... .... . . 
Valuation reserves ................... . . . . 
Preferred stock, notes, and debentures ... . 

TOTAL LIABILITIES AND CAPITAL. 

NOTE: Details may not add to totals because of rounding. 

Distribution of Deposit Income 
at Small Banks in the Nation 

13% 

15% 

18% 

NET INCOME 

INCOME TAX 

INTEREST EXPENSE 

1---- OVERHEAD 

OTHER DIRECT 
EXPENSES 

DIRECT WAGES 

Small banks 
Eleventh 
District 

47.0% 
45.3 

.1 
1.7 

42.4 
11.5 

.1 

30.8 
1.7 
8.0 

.7 

.2 
100.0% 

73% 

United 
States 

40.4% 
36.7 

1.4 
2.3 

49.1 
22.1 

.3 

26.8 
1.6 . 
7.8 

.9 

.2 
100.0% 

DEMAND DEPOSITS 1970 TIME DEPOSITS 
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Medium banks Large banks 
Eleventh 
District 

47.4% 
45.7 

.1 
1.7 

38.1 
7.7 
.0 

30.4 
5.7 
7.3 
1.2 
.2 

100.0% 

United United 
States States 

42.2% 41.7% 
38.3 37.1 

1.5 1.1 
2.4 3.5 

46.0 40.7 
23.3 20.4 

.3 .2 

22.4 20.1 
2.8 8.5 
7.7 7.3 
1.1 1.1 
.3 .7 

100.0% 100.0% -
A comparison of the distribution 

of income shows marked differ­
ences in incomes from time deposits 
and those from demand deposits. 
Wages and other overhead items 
were the major expenses associated 
with demand deposits, while in­
terest costs were the major ex­
penses associated with time de­
posits. Although income taxes 
took more of the dollars derived 
from demand deposits, the net in­
come from these deposits was still 
substantially higher than income 
from time deposits. 

Other bank departments 
Full-service banking can require a 
bank to engage in activities that 
are not fund-using in a banking 
sense-activities that do not use 
funds as loans or investments. 
When such expenses as occupancy 
and advertising costs are charged 
to these functions, they may shoW 
a loss. This, in fact, was the case at 
most banks. With very few excep­
tions, almost all functions that are 
not fund-using showed losses over 
the past five years-and this was 
true regardless of bank size. 

N onbanking activity-such a~ 
insurance and real estate agenCIeS, 
travel bureaus, farm management 
operations-showed net earnings 
only at large banks. And even . 
there, earnings were made only 1D 
the past three years. Trust depart­
ments at large banks showed net 
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NET EARNINGS AS PERCENTAGE OF TOTAL EXPENSES 
OF OTHER DEPARTMENTS AT PARTICIPATING BANKS, 1970 -

Small banks Medium banks 

_ Departments 

Computer service " 

Eleventh United Eleventh United 
Large banks 

United 
States District States District States 

-18.9% 
-39.1 

-459.5 
Trust 
Safe ciep~~it ' , , . , , , 

-17.1% 
-35.3 

-368.5 

-23.8% 
-31.3 

-703.7 

-7.5% 
-2.0 

-544.2 

-14.2% 
-23.0 

-475.5 
-82.4 Nonbanklng 

-----------------------------------------------------------
-52.8 84.0 25.3 -40.0 

earnings until 1969, but in 1970 
they showed small losses. Except 
for safe-deposit rentals (which 
~ere expensive services for any 
fIze bank to offer), large banks 
ost less on non banking services 
~han oth~r size banks. This was 
he showmg for all five years. 

t" There was much the same situa­
n~n ~t banks in the Eleventh 

IstrlCt last year. The only signifi­
~ant variation from national pat-
. erns was that except for nonbank­
bng deI;>artments, medium-size 
anks m the District fared consid­

erably Worse than their counter­
Parts across the nation. 
t On the basis of this analysis, 
here is no reason to say that non­

fund-using activities should be dis­
Continued. In building a full-Se . 
to rvIce operation, a bank may have 
f carry the cost of unprofitable 
unctions for the sake of the 

frowth and profitability of other 
unctions . 
. Development of computer ser­

VIce, .for example, can be very ex­
ptenSlVe, especially in its early 
s ages. In the longer run however 
new ffl " e ciencies may evolve, as well 

as lower costs. Trust departments 
and safe-deposit functions com­
plement other bank operations 
and may help attract customers to 
other, more profitable services. 
Convenient one-stop banking may 
be the key to a bank's rapid over­
all growth. 

A comprehensive measure 

The functional cost analysis pro­
gram, then, provides participating 
banks a vast amount of informa­
tion on the income, expenses, and 
earnings of banks of various sizes­
far more, in fact, than could be 
presented here. Reports provide 
individual banks, for example, with 
tables that detail break-even 
points on their consumer instal­
ment loans. With such a table, a 
bank can determine the size loan 
required for it to break even at 
various annual charges. Reports 
also provide detailed information 
on the output and cost of employ­
ees in various bank functions. 
They show specific co~ts of de~and 
deposit functions at different SIze 
banks and operating costs of time 
deposit functions. 

llu . 
SlOess Review I November 1971 

Al~o, the Federal Reserve Sys­
tem IS constantly revising the pro­
gram to provide still more insight 
into the sources of profitability in 
bank .functions. By tailoring the 
functIOnal cost analysis program 
to the needs of increasingly com­
plex bank operations, the system 
provides participating banks with 
a unified cost accounting program 
that can be extremely valuable to 
a full-service bank in measuring 
and comparing its profitability. 

-Carla M. Warberg 
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Statistical Supplement to the Business Review 
-
Total nonagricultural wage and 
salary employment in the five 
~outhwestern states rose again in 

eptember, advancing 0.5 percent 
ove~ the level for August. Com­
i.arlson with the seasonal varia-
. IOns in other recent years 
~~dicates this rise could continue 

rough the rest of the year. Over­
all, employment in the first nine 
~onths of the year was higher than 
~~ the same period in 1970, despite 

e decline at midyear. Employ­
ment in September was 0.8 per­
Cent higher than a year before. 
w In ~anufacturing, employment 

as stIll lower than a year earlier 
ev ' ~n though a modest 0.3-percent 
XaIn OVer August was reported. 
I fter declining almost 5.5 percent 
~st year, manufacturing employ-
. ent Was fairly stable for the first 

n~ne months of this year-although 
a the lowest level since 1968. 
w N onmanufactu~ing emplo:yment 
A. as 0.5 percent hIgher than III 
r" ugust and, continuing a modest 
pise OVer the past few years, 1.6 
l~rcent higher than in September 
of ~O. This slow rise in the number 
r" Jobs outside manufacturing-a 
d~e ~ha~ has tended to offset the 

clIne III manufacturing employ­
~ent-was due in September 

tnost entirely to increases in 
~vernment hiring. Government 
c creased its employment 3.0 per­t:nt. Employment in construction, 
ti ansportation and public utilities, 
o ~ance, and services was off from 
t~ to 0.9 percent. In mining and u;t, employment was essentially 
b fC anged. Compared with a year 
ined ore, however, all but three 
ern ustry groups showed strong 
d ploYment gains. Mining was 
p~Wn 1.2 percent, construction 2.6 
pu~~~nt, and transportation and 

IC utilities 0.1 percent. 

Unseasonably cool, wet weather 
has caused field activities over 
much of the Eleventh District to 
lag behind last year. The October 1 
cotton report showed prospects 
for District states down nearly 
300,000 bales since September 1. 
But the same weather had bright­
ened prospects for the 1972 
wheat crop, significantly improved 
range feed conditions, and ensured 
good small-grain pastures for this 
fall and winter. Livestock condi­
tions are also improved throughout 
the District. 

Beef production in states of the 
District was 11 percent higher in 
August than a year before. Feed­
lot placements in Texas and Ari­
zona were at record levels in 
August, but marketings of fed cat­
tle during the month exceeded 
placements, leaving both states 
with 3 percent fewer cattle on feed 
September 1 than on August 1. 

Credit at weekly reporting com­
mercial banks in the Eleventh Dis­
trict rose considerably in the five 
weeks ended October 27. The in­
crease-in line with a substantial 
expansion in deposits-was ac­
counted for mainly by a sizable 
gain in bank holdings of securities 
other than those of the U.S. 
Government. 

The less than usual rise in loans 
resulted primarily from weakness 
in business and security loans. 
Business made substantial use of 
their bank credit lines in the sec­
ond half of September, and much 
of the decline could have reflected 
partial repayment of these funds. 
Although real estate loans in­
creased slightly less than in the 
corresponding period last year, 
demand for mortgage funds was 
still considerably greater than the 

average for the same periods over 
the previous five years. 

With slack loan demand and 
considerable inflows of funds 
banks added substantially to'their 
holdings of securities. Most of this 
expa?~i~n was accounted for by 
acqUISItIOns of municipal issues. 
Holdings of U.s. Government se­
curities also increased, however, 
even though a sizable volume of 
Treasury bills was liquidated 
during the period. 

Total bank deposits expanded 
markedly in October, reflecting 
primarily a large contra seasonal 
inflow of demand deposits. Time 
and savings deposits also rose 
slightly more than usual, mainly 
because of a rise in large negotiable 
CD's outstanding. Reporting 
banks showed moderate increases 
in their borrowings from non­
deposit sources in October. 

The seasonally adjusted Texas 
industrial production index moved 
up 0.4 percent in September-to 
181.0 percent of the 1957-59 base. 
All the advance was due to gains 
in manufacturing. Mining output 
slipped 0.8 percent from August 
and utilities were unchanged. ' 

Only three industry groups man­
ufacturing durable goods failed to 
increase their output in Septem­
ber. The largest increase was in the 
production of primary metals, up 
7.2 percent. Production of electri­
cal machinery showed a 3.1-
percent rise. This advance-in an 
industry that had shown signs of 
weakness for several months­
brought the output of electrical 
machinery to a level only 0.3 per­
cent lower than in September 1970. 

The largest drop in the manufac­
turing of durable goods was in 
(Continued on back page) 



CONDITION STATISTICS OF WEEKLY REPORTING COMMERCIAL BANKS 

Eleventh Federal Reserve District 

(Thousand dollars) 

Oct. 27, Sept. 22, Oct. 28, 
ASSETS 1971 1971 1970 

Federal fund s sold and securities purchased 
1,214,238 557,000 under agreements to resell .•. • . •• • ••• .•••••• 486,353 

Other loans and discounts, gross . . . . . • . ... . • • . .. 7,033,190 7,011,139 6,243,185 
---- ----

Commercial and industrial loans • . ••• • • • • • . ••• 3,225,233 3,252,758 2,962,681 
Agricultura l loons, excluding CCC 

certificates of interest ..• ... .. ......... . .• . 128,374 121,493 103,057 
Loans to brokers and dealers for 

purcha sing or carryingl 
51 2 512 507 U.S. Government securities . • . . . ....... ... .. 

Other securities •.• . .. ..... . ... . . . . ...... . 56,083 54,019 33,241 
Other loans for purchasing or carrying I 

6,184 5,682 1,779 U.S. Gove rnme nt securities . • . . ........... . . 
Other securities . . • . . .......... . ... .... . .. 444,688 429,785 426,121 

Loans to nonbank flnancial institutions I 
Sales flnance, personal flnance, factors, 

126,438 137,143 203,558 and other business credit companies . • . •••• 
Other ................................ . 502,803 484,769 418,428 

Real estate loans • . ............ .. . .• •.. •.•• 873,424 855,208 643,392 
Loons to domestic commercial banks •...••• • • . . 18,676 16,467 5,445 
Loans to foreign bonks •••• ••• ••. ••••• • •••• •. 34,751 31,259 9,239 
Consumer instalment loons .. •..... . .. ..... . .. 799,032 792,040 744,793 
Loans to foreign governments, offlcial 

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

Other loons ........ . .. . . ... .. .. . ...... .. . . 816,992 830,004 690,944 
Total investments • .•• •••.•••• .•. ••• ••. • .•... . 3,198,583 3,094,553 2,779,982 

---- ----
Total U.S. Government securities .... .. .. • . •••• 1,001,335 984,791 946,172 

Treasury bills .......................... . 77,591 108,301 135,952 
Treasury certiflcates of Indebtedness • .• • . . •• 0 0 0 
Treasury notes and U.S. Governm ent 

bonds maturingl 
156,875 172,943 Within I year .... . .. .... ...... .... .. .. 153,989 

1 year to 5 years ••••.•••• • ..••.•.. .. .. 642,574 589,651 553,260 
After 5 years ••••••••••••.• • •• • .•• .. .• 127,181 129,964 84,017 

Obligations of states and political subdivislonss 
117,393 57,138 50,943 Tax warrants and short-term notes and bills • •• 

All other ... . ... . ... . ....... . ..... . . . . . . 1,923,565 1,904,233 1,594,868 
Other bonds, corporate stocks, and securities: 

Certiflcates representing participations in 
19,537 15,834 100,050 Federal agency loans •• •••• . ... . . •• • •• • 

All othe~ (includIng corporate stocks) •• • •• • •• • 136,753 132,557 87,949 
Cosh Items In process of collection •.•• • • ••• • ••••• 1,432,270 1,243,645 1,072,264 
Reserves with Federal Reserve Bank •• ••••••••••• 1,111,524 837,268 827,915 
Currency and coin • ••••••••••••.•••••• • •• • • . . 99,036 94,789 91,101 
Balances with banks in the United States •• . .. •.•• 425,722 414,904 475,605 
Balances with banks in foreign countries • •• . •... . . 12,365 9,302 8,105 
Other a sse ts (including investments in subsidiaries 

483,441 477,515 479,929 not consolidated) •• •• ••••• • ••• • •••••• , ••• •• ---- ---- ----
TOTAL ASSETS ....... . ... . .... .. .. . ..... 14,282,484 14,397,353 12,535,086 

RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of dally figures . Thousand dollars) 

5 weeks ended 4 weeks ended 5 week. ended 
Item Oct. 6,1971 Sept. I, 1971 Oct.7,1970 

RESERVE CITY 8ANKS 
Total reserves held •••. . . . • ••••• 848,695 831,626 783,743 

With Federal Reserve Bonk •••• 791,066 774,002 728,425 
Currency and coin ••••••••••• 57,629 57,624 55,318 

Required reserves ••••• ••• •• . •• . 847,075 844,014 779,708 
Excess reserves •• •• •.• • •• •• ••.• 1,620 -12,388 4,035 
Borrowings • • . •• • .•• • ••••••••• 15,275 4,268 2,314 
Free reserves • •• •••••• •• •••••• -13,655 -16,656 1,721 

COUNTRY 8ANKS 
Total reserves held • . •.. ..••. .•. 886,034 885,83 1 793,952 

With Federal Reserve Bonk ••.. 688,101 685,758 606,819 
Currency and coin . • • •• • • . . . . 197,933 200,073 187,133 

Required reserves •••• . . ••• • •••• 868,771 860,128 772,874 
Excess reserves ••• ... . • • •. . . •• . 17,263 25,703 21,078 
BorrowIng, •• •. . • . •• •• •••• •••• 703 7,350 4,270 
Free reserves • • •.• . . .•..••.. . . 16,560 18,353 16,808 

ALL MEMBER BANKS 
Total reServes held • • • . ••.•• •• • . 1,734,729 1,717,457 1,577,695 

With Federal Reserve Bonk •••• 1,479,167 1,459,760 1,335,244 
Currency and coin . • •. • •• . ... 255,562 257,697 242,451 

Required reserves • •••. ..• • •..•• 1,715,846 1,704,142 1,552,582 
Excess reserves ••• . . • • . ...•. . .. 18,883 13,315 25,113 
Borrowings . • •..• •• • . .••••• ... 15,978 11,618 6,584 
free reserVes • ••••.• .•••••. . .. 2,905 1,697 18,529 

-
Oct . 27, Sept. 22, Oct. 28, 

1971 1971 1970 LIABILITIES --------------------------------------------
Total deposits .......................... .... . 11,219,524 

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

Governments, offlcial institutions, central 
ban ks, and international institutions • • .•. . 

Commercial bonks . ••.. .• .... . ........ . 
Certifled and offlcers' checks, etc ... ..... • . •. 

Total time and savings deposits .••.. .••.•.••.. 
Individuals, partnerships, and corparationsl 

Savings deposits •. •• • .. . .•..••• . •• . •• .. 
Other time deposits . .. • ... . ... .• . • ..... 

States and political subdivisions .•.......... 
U.S. Government (includ ing postal savings} ••• • 
Bonks in the United States • ......•.... . . • .. 
Foreign: 

Governments, offlcial institutions, central 
banks, and international Institutions •.•... 

Commercial bonks •.•... .•. . . ... •• ••••• 
Federa l funds purcha sed and securities sold 

under agreements to repurchase •• • . • .•...•.•. 
Other liabilities for borrowed money • •. . .....•• • 
Other liabilities ....... ... .... . .. . ..... . ..... . 
Reserves on loans •• .•• .... • . ••. . • ••. • ..•. ••.. 
Reserves on securities •• • • ••.•.•.•• .. •.•• . .... . 
Total capitol accounts • . . • ..... . ..... . . . • .•.•. 

6,403,442 
4,562,579 

250,216 
136,214 

1,323,629 

3,359 
31,200 
96,245 

4,8 16,082 

1,069,793 
2,641,117 
1,011,033 

13,559 
57,180 

22,300 
1,100 

1,394,709 
68,744 

360,515 
120,883 
35,003 

1,083,106 

11,033,079 

6,274,815 
4,386,249 

257,209 
236,306 

1,270,532 

2,137 
33,241 
89,141 

4,758,264 

1,065,072 
2,572,961 
1,021,053 

26,140 
56,638 

15,300 
1,100 

1,685,217 
77,746 

376,073 
119,899 
34,639 

1,070,700 

9,993,714 -5812,742 
4:040,053 

247,876 
132,587 

1,278,036 

2,853 
23,709 
87,628 

4,180,972 

931,595 
2342,857 
'784,319 

36,243 
66,073 

18,785 
1,100 

908,727 
84,819 

376,064 
127,670 

16,520 

~ 
TOTAL LIABILITIES, RESERVES, AND 6 

_____ C=A~P~IT~A~l~A~C~C~O==U~N~TS~.~,~ .. ~.~.~ •• ~.~.~. ~ • • ~.~.~ •• ~.~._=14:,2:8:2:.4:8:4~1:4:,3:9:7,:3:53=_~1~:2:53=~ 

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federal Reserve District 
(MIllion dollars) ... -Sept . 29, Aug. 25, Sept. 30, 

Ite m 1971 1971 1970 -ASSETS 
11,982 Loons and discounts, gross . •. . •...• ... . . • • 14,050 13,648 

U.S. Government obligations .. . • • • •.•.•••. 2,293 2,347 2,110 
Other securities • • • •• ...... •.•.•. •.•••. . . 4,368 4,291 3,533 
Reserves with federal Reserve Bonk • . . ••• • • 1,522 1,562 1,405 
Ca sh in vault •• . • • •• .... . ...• ••. ....•..• 288 29 1 269 
Balances with bonks in the United States . • .. 1,206 1,185 1454 

'II Balances with bonks in foreign countriese • . • . 12 II 
1,426 Ca sh items In process of collection •.•• . . . . • • 1,371 1,360 

Other assetse . ..••.•.• • .•.•• • ••.. •••••• 978 959 944 -TOTAL ASSETSe ...... . ............... 26,088 25,654 ~ 
LIABiliTIES AND CAPITAL ACCOUNTS 

1,800 Demond deposits of bonks . • •••• . •• ••••• . 1,696 1,749 
Other demand de posits .......... . .. ... . . 9,704 9,695 9,193 
Time deposits • •.••.• • • • •.•. • . . • ••• .•••• 9,826 9,610 8,184 -Total deposits ... . .............. . ..... 21,226 21,054 19,177 

963 Borrowings .. •• . .•.. . .. . ••... •• .• . .. • •• 1,788 1,574 1,181 Other IIabllitiese .. .... . ... ........ .... .. 1,177 1,139 1,813 Totcl capitol occountse . • • •.. •.. •• . • . . ••. 1,897 1,887 -TOTAL LIABIlITIES AND CAPITAL 
~ ACCOUNTSe . ..... . . . . . . . .. . . ..... 26,088 25,654 =:::::--

e-Estlmated 

1 

t . 

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS f 
(Thousand dollars) 

Item 
Oct. 27, 

1971 
Sept. 22, 

1971 



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

SMSA's in Eleventh Federal Reserve District 

(Doll a r am ounts In thousands, seaso na lly adjus ted) - DEBITS TO DEMAND DEPOSIT ACCOUNTS' 

Percent change 

Septem ber September 1971 from 
9 months, 

1971 

Sta nda rd metropolita n (Annual·ra te August September 1971 fro m 

sta tistical a rea ba sis) 1971 1970 1970 

~IZONA: Tucson ••• • • ••. . •• •• •••• • •• • ••••• • • • • • •. .. $7,841,376 -1 % 2% 18% 

UISIANA: Monroe •• •. .••• • ••.• •• • ••• • • •• • • ••• ... •• 3,374,484 - 9 24 20 

"I E Shreveport • ..••• • •••.• •• •• • ••• ••• ••• .. •• 13,144,548 0 44 23 

TE:: MEXICO, Roswell ' • • ••• • •••• .. •• ••• ••• ••• •• • •• • • 1,045,380 - 2 22 8 

AS: ~~:~~I!~ .::: : :::::: : ::::: :: ::::::: : ::: : : : :::: 
2,294,604 -9 10 9 

7,018,044 5 14 9 

11 ,242,500 -5 34 22 

6,601 ,2 12 -5 9 9 
Beaumont-Port Arthur-O range • • . .... •• . • •..•.. . . 1,876,380 10 10 15 
Crownsvill e-Harlingen-San Benito ••••• • • •• . • •.•• •• 6,329,436 -3 7 26 

fi.~~:::T : •• : •••• : ••••••• : •••• : •• :.::.· : 439,896 _ 10 9 II 

145,243,596 7 13 11 

9,467,280 9 27 17 

27,627,504 -7 21 22 

H alves .on-Texas City ..... ... .. ..... ... · · ····· · 
3,366,744 14 13 7 

~b~~~:·.:: : ::::: :: :::::::::: :: :::::::: : : : :: : 
124,540,500 3 24 13 

1,064,856 - I 16 13 

5,681 ,664 - 8 10 13 

M~~~~n.Pha rr.Edinburg • •• • • • • •••.. • •. • ••• • •.• • 
1,81 4,292 5 19 14 

2,269,284 5 8 7 

~~:g~~jL ... ::: ... : .............. :: : 
1,771 ,068 1 9 4 

1,43 2,992 -7 17 19 

21 ,572,820 -2 25 19 

1,1 72,556 -I 9 7 

T 0jorkana (Texa s-Arkansa s' .. : ." . . . .. . . . .. .... 
1,611,432 I 8 7 

2,480,832 _ 1 13 7 

~~ii~: ~~Ii ;.:.:: : : : :::: :::: :: :: : ::: :: : : : : : : : : 3,5 14,128 - 6 24 II 

2,647,296 -6 14 14 

T otal_ 28 cente $418,486,704 2% 18% 14% 

__ r5 •••••• •••• • • •• •••••• • • ••• •• • •••• • •• 

J. De pos it s of Ind ividual s partners hips and corporations and of s tates and political s ubdivi s ions 
. County bas is ' , 

September 30, 
197 1 

$287,074 
100,769 
267,304 
41,111 

109,213 
166,584 
35 1,164 
259,459 

87,703 
263,535 
32,750 

2,354,872 
261 ,468 
710,1 59 
117,569 

2,689,105 
41,458 

181,398 
110,332 
141,193 
96,203 
74,198 

722,689 
70,244 
74,687 

108,100 
133,160 
122,693 

$9,976,194 

INDUSTRIAL PRODUCTION 

(SeasonallY adjusted Indexes) 

DEMAND DEPOSITS' 

Annual rote 
of turnover 

September August 
1971 1971 

27.5 28.6 
33.2 36.5 
47.7 47.7 
25.2 25.0 
20.9 23.0 
40.6 38.3 
32.7 32.8 
25.4 26.6 
22.1 20.5 
23.9 23.8 
13.3 14.7 
60.2 56.6 
34.7 31.8 
39.0 42.3 
28.8 25.6 
45.1 43.4 
25.0 24.3 
30.8 34.2 
16.7 15.8 
16.0 15.4 
18.1 17.5 
19.1 20.4 
29.0 29.5 
16.6 16.9 
21.5 21.0 
23.3 23.8 
26.0 27.8 
21.2 22.4 

41.2 40.2 

September August July 
1971 1971 Area and type of index 1971p 

BUILDING PERMITS 
TEXAS (1957- 59 = 100) - Total industrial production • .. •• . 181.0 180.3 I 75.9r 

VALUATION (Dollar amount. in thousand.) 
Manufacturing . ..... .. . . . .. . .. . 199.8 197.8 193.8r 

Durabl . .. ..... • •• • • • .. • • •• • • 197.2 195.4 194.8 

Percent chang e 
Nondurable • .... . .. . . .... ... . 20 1.5 199.4 193. lr 

Mining . .... . ... •• .. • • • .. • • .. .. 135.2 136.3 130.5r 
Utilitle .. ...... . ........ ..... .. 286.0 286.1 286.1r 

Sept. 1971 UNITED STATES (1967 = 100) 

NUMBER 
from 9 months, 

Total Industrial production ••• •• • 105.3 104.8 106.1 

Sept. 9 mos. Sept. 9 mos. Aug. Sept. 1971 from 
Manufacturing .•• • •• . • . ••.• , ••• 103.3 103.1 104.8 

___ Area 
1970 Durab/ • • •• .•• • ·•• • ·• • • • •• •• • 96.8 96.3 99.3 

1971 1971 1971 1971 1971 1970 Nondurable .. . .. ..... . .... . .. 11 2.8 11 2.9 113.0 

ARIZONA 
Mining .. . . ... • . • ••• · •• .. •• •· · • 

107.3 105.6 105.8 

TUcson. 55% -13% 52% 
Utilities . .. ... . ........ . .. . .. .. 139.3 137.4 137.8 

lOUISIAN~"'" • 
433 5,598 $6,473 $68,757 

Monroo.West 

p-Pre llmlna ry 
r-Re vl sed 

Sh Monroe •• •• • 94 904 1,301 15,062 _ 15 12 28 SOURCES : Board of Governo rs of the Fe deral Rese rve Syste m 

TEX;;veport •• •• 553 4,8 22 28,642 71,880 262 1,399 194 Fede ra l Reserve Ba nk of Da ll as 

~bllene ••••.• • 59 484 1,906 9,978 248 277 40 
372 257 - 5 

September 
1970 

33.5 
30.5 
37.4 
22.6 
20.5 
38.2 
26.0 
25.6 
23.5 
24.1 
12.7 
58.1 
31.0 
35.6 
26.0 
40.7 
23.6 
28.7 
16.0 
15.8 
17.3 
18.3 
26.5 
16.5 
20.7 
22.6 
23.9 
19.9 

38.5 

September 
1970 

180.2r 
195.6 
205.3 
189.2 
141.2r 
274.5r 

106.5 
104.8 
100.7 
110.7 
110.9 
133.9 

A~~i~1I0 • • • . .. 126 1,264 6,318 24,813 
563 4,666 35,522 136,804 264 342 44 

153 355 97 GROSS DEMAND AND TIME DEPOSITS OF MEMBER BANKS B ... .. .. . 
eoumant 120 1,401 3,152 15,211 

. 8rownsvill ~ ••• . 152 1,000 1,829 8,432 _13 1,111 75 

Corpus Ch : j: . 402 7,036 8,683 51 ,345 86 955 169 Eleventh Federal Reserve District 
Dalla s ns I • • -9 53 -6 
D ... .. .... 1,420 16,316 37,269 241,888 
etplson ...... . 29 317 78 2,391 _ 64 _ 27 _ 21 

F 050 .•. •••• 609 4,496 15,387 92,451 68 _ 22 19 (Averages of da lly figures. Million dollars) 

GO~l:~~~ rth . • • • 407 3,805 15,829 97,88 4 99 43 44 

51 61 3 129 8,678 _59 - 91 47 
Housto on • . . •• 

2,600 33,506 33,199 486,593 _ 44 _ 42 38 
GROSS DEMAND DEPOSITS TIME DEPOSITS 

la redo"'" .. . . 
58 481 466 6,2 23 46 66 8 

lObb ••• . ..• _35 67 33 
Reserve Country Reserve 

Mldl~~k ••• . •• 164 1,816 2,890 56,293 _ 26 128 Date Total city banks banks Total city ba nk. 
Country 

Od d .. .... 55 618 325 8,376 _45 
bank. 

Por~~~th~; .... 76 766 521 6,2 61 _45 - 65 -22 

80 700 1,264 5,396 167 635 -22 1969, September . 10,497 4,867 5,630 7,272 2,685 4,587 

~an Angelo'.:: : 72 600 508 9,135 _ 19 28 2 1970, September . 10,658 4,885 5,773 8,088 3,162 

Sh~r~~tonio ••• 1,542 14,592 11,792 93,167 30 67 22 
4,926 

43 _ 4 - 58 1971, April • • •• .• 11,555 5,274 6,281 9,575 3,736 5,839 

T n .. .... 50 530 413 4,662 _14 20 May . .... . 11,348 5,2 16 6,132 9,5 16 3,688 

W'tarka na • . •. 44 373 226 6,789 -53 
5,828 

aco 306 2,736 2,384 19,548 159 145 - 32 June ••• • , . 11 ,3 54 5,224 6,130 9,573 3,691 5,882 

Wichlt~ ' F~l i;.:: 97 728 2,838 17,288' 63 379 72 July ....... 11,507 5,31 4 6,193 9,588 3,696 5,892 

Total --- ----
August . • . . . 11 ,468 5,246 6,222 9,615 3,714 5,901 

-::"6 cities. • 10,162 110,168 $2 19,344 $1,565,305 28% 46% 29% Septemb er. 11,571 5,311 6,260 9,735 3,769 5,966 



VALUE OF CONSTRUCTION CONTRACTS 

(Million dollars) 

NONAGRICULTURAL EMPLOYMENT 

Five Southwestern States' 

January-Septe mber 
S. pt.mb.r Augu. t July 

Ar.a and typo 1971 1971 1971 1971 1970r 

FIVE SOUTHWESTERN 
STATES' ••••.• ..• • ••••• • 814 790 932 6,864 5,998 
Residential building . • . .... 419 390 445 3,394 2,279 
Nonresidential building • •• . 179 226 236 2,059 1,970 
Nonbuild ing construction .... 216 173 250 1,411 1,749 

UNITED STATES . .... .. . .... 6,814 7,712 7,670 61,014 52,328 
Residential building .•. •• . • 3,196 3,255 3,357 25,891 18,498 
Nonresidential building •••. 2,246 2,120 2,621 19,571 19,155 
Nonbuilding construction ••• • 1,372 2,337 1,691 15,552 14,674 

1. Arizona, Louisiana, New Mexico, Oklahoma, and Texas 
r-Revlsed 
NOTE.-Detall s may not add to totals because of rounding . 
SOURCE : F. W. Dodge, McGraw-HIli, Inc'. 

CROP PRODUCTION 

(Thousand bushels) 

TEXAS FIVE SOUTH W ESTERN STATES' 

Numb er of persons 

September August S.pt. mber 
Typ. of .mployment 1971p 1971 1970r 

Total nonagricultural 
wag e and salary workers . . 6,350,900 6,3 21,200 6,301,700 
Manufacturing • • • • ..••.•• 1,121,000 1,118,100 1,156,600 
Nonmanufacturing . ..•. . •• 5,229,900 5,203,100 5,145,100 

Mining ...........• .•. . 228,600 228,500 231,400 
Construction . . . • ..•. •. . 383,300 386,600 393,500 
Transportation and 

public utilities . ....• . . 451,300 453,100 451,800 
Trad • . • ..• . •.• ... . .. . 1,499,800 1,498,200 1,466,400 
Finance . ... . ....•• • ... 333,400 335,500 322,600 
Service .• .. . . .. ..... .. 1,029,100 1,034,800 1,014,800 
G overnment . .... .. .. . . 1,304,400 1,266,400 1,264,600 

1. Arizon a , Louisiana, New Mex ico , Oklahoma, and Texas 
p-Pre llm lnary 
r-Revi sed 
SOUfCE : State employment agencies 

-
Percent change 
S.pt . 1971~ 

Aug . S. pt. 
1971 1970 

0.5% 0.8% 

.3 _3.1 

.5 1.6 

.0 _1.2 
-.9 _2.6 

_ .1 -.4 
.1 2.3 

-.6 3.3 
- .6 ~:1% 3.0% 

1971, 1971, DAILY AVERAGE PRODUCTION OF CRUDE OIL 
estimated estimated 

Crop Oct. 1 1970 1969 Oct. 1 1970 1969 (Thousand barre ls) .. -
Cotton' . .. . . .... 3,209 3,214 2,859 4,741 4,561 4,409 
Corn •••• •• ••• • • 33,120 32,391 25,124 44,316 43,554 34,266 
W inter wheat .• .. 31 ,416 54,408 68,856 115,014 169,437 196,824 
Oat .. .... . ... .. 5,994 29,032 25,460 11,466 38,304 33,058 

Percent change ~ 

September August September August September 

Barl.y ...... ... . 1,320 4,224 3,290 22,7B4 33,254 29,096 Area 1971 1971 1970r 1971 1970 
-----------------------------------------------------Rye .. ... ... . . . . 378 566 684 1,158 

Rices . . . . . .•.. . . 23,350 20,782 21,646 43,486 
Sorghum grain • •• 330,534 329,616 309,800 394,328 
Flaxseed ••...••• 70 1,125 1,300 70 
Hay' ••••• .•.... 3,776 4,037 3,451 9,817 
Peanuts5 • • • ••• • • 463,500 429,930 389,070 707,660 
Irish potatoes", ..• 3,779 4,593 4,437 7,026 

~::ae~sr.o.t~~~~s.&: : 788 1,040 780 4,188 
25,000 38,000 23.000 87,000 

Soyb.on .. . ..... 4,185 4,424 7,598 44,223 

1. Arizon a , Louisiana, New Mexico , Oklahoma, and Texas 

1,502 
41,1 79 

386,051 
1,125 
9,811 

640,196 
8,075 
5,205 

69,700 
45,413 

1,664 
42,115 

368,740 
1,300 
9,119 

610,549 
8,084 
5,200 

73,900 
41,618 

-JOUR SOUTHWESTERN 
STATES ......... ..... . .. 
Louisiana • • • . . . . .. . . . .. . . 
New M exico . ... . ••.. .. . . 
O~lohoma ..... .... .. .. . . 
Texas ... . .. . .. •..••..• . 

Gulf Coa. t .. . ....... . . 
W est Texas .•••.. . ...• 
Eost T.xos (proper) . . .. . 
Panhandl . ..... . ...... . 
Rest of state • .. ...• . .• • 

UNITED STATES ...... .. .. .. 

6,816.3 
2,575.9 

320.3 
602.0 

3,318.1 
670.0 

1,599.0 
21S.0 
71.0 

763.1 
9,482.1 

6,928.9 
2,629.6 

330.3 
605.7 

3,363.3 
685.2 

1,603.0 
221.2 
71.9 

78 2.0 
9,615.0 

7,098.4 
2,602.1 

339.1 
610.8 

3,546.4 
729.0 

1,680.3 
217.8 
77.4 

841.9 
9,848.7 

-1.6% 
- 2.1 
-3.0 

- .6 
-1 .4 
-2.2 
-.3 

... -2.8 
-1.3 
-2.4 
-1.4% 

_4.0% 
_1.0 
_5.6 
_1.5 
_6.4 
_8.1 
_4.8 
_1.3 
_8.3 
_9.4 
_3.7% 

2. Thousand bales 
3. Thousa nd bags containing 100 pounds each ------------------------------------------------------
4. Thousand tons 
5. Thousand pounds 
6. Thousand hundre dweight 
SOURCE : U.S. Department of Agriculture 

transportation equipment, which 
fell 3.7 percent from August. Still 
the weakest industry group in the 
index, producers of transportation 
equipment showed total output off 
21.2 percent from the level a year 
before. 

There were some downward 
movements in industries producing 
nondurable goods. Production of 
paper and allied products fell 2.2 
percent from August, and the out­
put of petroleum refineries and 
related plants fell 2.7 percent. 

Major movements in the produc­
tion of nondurable goods, however, 
were generally upward. Although 
the output of leather and leather 
products still trailed production a 
year before by 12.8 percent, a 
quick advance of 6.4 percent was 
registered for September. Output 

r-Revlsed 
SOURCES: Ame rican Pe trol e um Institute 

U.S. Bureau of Mine s 
Federal Reserve Bank of Da llas 

of chemical and allied products 
was up 3.8 percent from August. 

Oil allowables in Texas and Louisi­
ana were cut again for November. 
With purchasers expecting to buy 
less crude than in October, the 
allowable in Texas was reduced for 
the seventh consecutive month­
from 63.2 percent of maximum effi­
cient production in October to 
62.5 percent in November. In 
Louisiana, the drop was from 70 
percent to 69 percent. 

The allowable in Oklahoma was 
unchanged, but in New Mexico, 
where progress was made against 
the flaring problems that had 
restricted production, allowables 
were raised. For fields in the 
southeastern part of the state, 
where the limit on wells had been 

70 barrels a day, the allowable for 
November and December was 
raised to 75 barrels. 

Registrations of new passenger 
automobiles in Dallas, Fort Worth, 
Houston, and San Antonio were 3 
percent higher in September than 
in August. Registrations were 22 
percent greater than in September 
1970, and cumulative registrations 
for the first nine months of 1971 
were 11 percent greater than for 
the same period a year earlier. 

Department store sales in the 
Eleventh District were 5 percent 
greater in the four weeks ended 
October 30 than in the correspond­
ing period a year before. Cumula­
tive sales through that date were 
7 percent more than a ye~r before. 




