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Federal Funds-

A Market Comes of Age 
In the Eleventh District 
-
PART II: CHARACTERISTICS OF THE MARKET 

The Federal funds market-the 
market · bal b k In ances of member 
hans at Federal Reserve banks­
E~s expanded rapidly in the 
in eVenth Federal Reserve District 
fu:~cent years. Sales of these 
nist~~y C?U1mercial banks in the 
of 1968t tnpled between the end 
Purch and the end of 1970. 
more ~es by banks in the District 

A an doubled. 
this s reported last month in Part I 
in pae~pansion reflects, at least ' 
num~ , a Substantial change in the 
ticipa~; ~d types of banks par­
bank In~ In the market. Large 
but s~still dominate the market, 
inroad a1 banks have made major 
tained s. ~rge banks have main­
mark t theIr preeminence in the 
outst:n~nlY by increasing their 
threef ld ng sales of Federal funds 
PUrch 0 and their outstanding 
particfses. twofold. Growth in 
the ottatlOn by smaller banks, on 
from th~r .hand, ~as resulted mainly 
banks' Incre~sIn~ number of such 
F'ederJ~ begInnmg to trade in 
any signi nds, ~ather than from 
age doll ficant Increase in the aver-

ar volume of transactions 

by small banks already in the 
market. 

The pattern of this growth in 
trading was influenced, of course, 
by variations in overall credit 
conditions and differences in the 
availability of funds at banks of 
various sizes. But it was also 
affected by-and, in turn, had an 
effect upon-differences in the 
portfolio management policies and 
characteristics of Federal funds 
transactions at various sizes and 
types of banks. These matters are 
explored in the current article. 

Another article examines the 
impact of the explosive growth of 
the Federal funds market on the 
soundness of banks in the Eleventh 
District and on the servicing of 
local credit needs. That article will 
appear next month as Part III. 

The market itself 

The Federal funds market, like all 
markets, has characteristics that 
distinguish it from others. Na­
tionally, for example, transactions 
tend to be very short term. Trans­
actions are sometimes for two days 
or more and, although such situa-

MATURITY 
Ele ON FEDERAL FUNDS TRANSACTIONS, SEPTEMBER 1971 

venth Feder 
(F> 01 Reserve District 

ercentage of re ----=..:..: spondent banks, by deposit size) 

Bank deposit size 
(Million dollars) 

All $500 $1 00 $50 Less ---- Item size or to to than 
banks more $499 $99 $50 
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tions are extremely rare, occasion­
ally for a wee~ or more. Ordinarily, 
however, trading is for the one-day 
(overnight) use of funds. 

And while maturities are usually 
very short, the amounts traded are 
fairly large. The standard trading 
unit is $1 million. Funds may be 
traded in smaller amounts, how­
ever, particularly during times of 
tight credit conditions, when large 
banks are typically pressed for 
funds and more willing to accept 
smaller trades. Also, with the 
growth in correspondent relation­
ships between banks, smaller 
trades are becoming more frequent 
as banks try to accommodate their 
smaller correspondents. Transac­
tions as small as $50,000 are no 
longer as infrequent as they were, 
and some are even made in units of 
$10,000. 

Transactions are carried out 
several ways. Most are unsecured, 
being direct transactions between 
banks. Collateral is sometimes 
required, however, especially of 
smaller banks and banks that want 
to exceed previously agreed limits 
on borrowing. Also, some transac­
tions include a repurchase agree­
ment. Under such an agreement, 
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RATE ON AUTOMATIC DAILY COMMITMENTS 
TO FEDERAL FUNDS TRANSACTIONS, SEPTEMBER 1971 

Eleventh Federal Reserve District 

(Percentage of respondent banks, by deposit size) 

All $500 
size or 

lIem banks more 

Prevailing rate 57% 0 
Average daily rate . 27 80 
Negotiated rate 16 20 

one party sells a security but is 
obligated to buy it back later at a 
specified price, usually the selling 
price plus interest. In both in­
stances-when the security is sold 
and when it is bought back-the 
transaction is paid in Federal 
funds. 

Most transactions are carried 
out through correspondents- an 
arrangement that allows trades to 
be settled simply by debiting or 
crediting correspondent balances. 
Some transactions, however, are 
carried out through banks that are 
not correspondents, and some are 
conducted through brokers. These 
may be handled through the debit­
ing or crediting of balances directly 
at Federal Reserve banks. 

Trading in the District 

To isolate characteristics of Fed­
eral funds trading in the Eleventh 
Federal Reserve District, more 
than 100 banks active in the mar­
ket in the five-state area were 
surveyed in late 1971. Their re­
sponses indicate that trading in the 
District is much the same as trad­
ing in the nation. 

Maturity-More than 80 percent 
of the banks reported that most of 
their Federal funds purchases and 
sales have an original maturity of 
one day. That was the case with all 
six of the District's very largest 
banks-those with deposits of $500 
million or more. As the average size 
of the bank declined, however, 
more frequent reference was made 
to longer-term transactions. More 
than 20 percent of the banks with 
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Bank deposit size 
(Mi llion dollars) 
$100 $50 Less 

to to than 
$499 $99 $50 

43% 56% 68% 
36 20 23 
21 24 9 

deposits less than $50 million said 
most of their purchases are for 
more than two days, and 15 percent 
said their sales are generally for 
longer periods. The most fre­
quently mentioned maturity at 
these banks was three to five days. 

A significant number of banks 
also pointed out that they have an 
automatic daily commitment to 
either buy or sell Federal funds and 
that these transactions are "rolled 
over" daily. Most banks with these 
commitments automatically accept 
the interest rate prevailing at the 
time of each daily transaction. 
This procedure is most common 
among small banks. Larger banks 
tend more to use the average rate 
prevailing during the day, and 
some in all sizes of banks negotiate 
the rate daily, even under auto­
matic commitments. 

Collateral-Roughly 95 percent 
of the banks conduct most of their 
Federal funds transactions (both 
purchases and sales) without re­
quiring collateral. This is the 
practice of all the very largest 
banks. Among smaller banks, some 
rely more on secured transactions, 
which take the form of both se­
cured direct trades and repurchase 
agreements. In almost all cases, the 
collateral is some kind of U.S. 
Government security, usually 
Treasury bills. 

Types of agents-Most banks in 
the District buy Federal funds 
from correspondent banks in the 
region. And except for one of the 
very largest banks (one that ob­
tains substantial amounts through 

-

brokers) and a few small banks, . 
this is true regardless of the depOSIt 
size of the purchasing bank. 

Although responses were not as 
uniform, this was also found to be I 

the general case with Federal funds 
sales. Almost all the largest bankS 
sell most of their Federal funds 
primarily through brokers, with the 
rest going to correspondent banks, 
Some of the smaller banks also 
reported-sales to brokers, as well as 
to noncorrespondent banks. Most 
of their sales, however, are to cor­
respondents. None of the banks 
reported dealings to any extent 
with other financial institutions. 

Method of transfer-As might be 
expected-considering the impor­
tance of correspondent relation­
ships in the sale and purchase of 
Federal funds-most transactions 
are carried out through the debit­
ing or crediting of accounts at 
correspondent banks. More than 
70 percent of the banks reported 
that they handle purchases this 
way, although many small to 
medium-size banks reported that 
they settle such purchases directlY 
through their balances at the 
Federal Reserve Bank. , 

The settlement of sales directly 
at the Federal Reserve Bank is 
much more common than the set­
tlement of purchases, particular1~ 
among larger banks. All but one 0 

the banks with deposits of $500 
million or more complete their 
Federal funds sales this way-prob' 
ably because most of their sales 
are to brokers rather than to cor­
respondent banks. A large number 
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COLLATERAL ON FEDERAL FUNDS TRANSACTIONS, SEPTEMBER 1971 
Eleventh Federal Reserve District 

(Percent 
_ age of respondent banks, by deposit size) 

Bank deposit size 
(Mi llion doll ars) 

All $500 $1 00 $50 Less 
size or to to than 

Item banks more $499 $99 $50 

---~-------------------------------------------------------
PUrchases of Federal funds 
~nsecu red ............ . . 94% 

ecured by: 
Government securit ies ... 5 
Other .. . ..... . ........ 1 

Sales of Federal funds 

~~~~~~~egy: ' ... .. ....... . 95 

Government securities ... 5 
____ Other .. ... . ........... 0 

$~ bank~ ~th deposits less than 
at ~~ nullion also settle their sales 

e Federal Reserve Bank. The 
p~evalence of transfers of balances h correspondent banks increases, 
cl~wever, as the size of banks de-
b lnes. Again, this is probably 
ecause of the importance of cor­

:espondent banking relationships 
III the sales by smaller banks. 
t" Location-The market is essen­
fual~ regional. Most of the Federal 
o ~ s purchased in the District 
o~l:~nate in the District, and most 
refunds sold in the District 
th,tnain there. Roughly a fourth of 
th e ~anks indicated that most of 
or~ . ederal funds they purchase 
I Igillate in the city where they are 
hcated, and well over half the 
tl~nks indicated that the funds 

ey purchase originate elsewhere 

100% 94% 95% 93% 

0 6 5 5 
0 0 0 2 

100 94 88 98 

0 6 12 2 
0 0 0 0 

in the District. Purchases in New 
York City and other markets out­
side the District are most common 
among the very largest banks, 
although some of the small and 
medium-size banks also obtain 
funds outside the District. 

Sales of Federal funds to other 
banks in the District are slightly 
less common than purchases, but 
other banks in the District still 
provide the main outlet for banks 
selling Federal funds in the area. 
The largest banks, however, be­
cause of their greater dealings with 
brokers, sell nearly all their Federal 
funds outside the District. Two of 
the largest banks, in fact, indicated 
that most of their funds go to New 
York City. 

But among smaller banks dealing 
generally with their correspon-

TyPE OF AGENT FOR FEDERAL FUNDS TRANSACTIONS, SEPTEMBER 1971 
Eleventh 

Federal Reserve District 
(Percent 
~e of respondent banks, by deposit size) 

Bank deposit size 
(Million doll ars) 

All $500 $1 00 $50 Less 
size or to to than --- Item banks more $499 $99 $50 

P~chases of Federal funds from : 
97% 100% N orrespondent banks ........... 97% 83% 100% 

F o~corresponden t banks ........ 2 0 0 3 0 
e eral funds brokers . . . . ... . .. . 1 17 0 0 0 

Sales of Federal funds to: 
~orrespondent banks . ....... . .. 92 17 87 96 100 
F O~correspondent banks ........ 3 0 9 4 0 

----:. era I funds brokers .. . . .. .. . .. 5 83 4 0 0 
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dents, most of the sales end up 
within the District. Of banks in 
the very smallest deposit size cat­
egory, 30 percent reported that 
most of their sales are in the city 
where they are located and almost 
60 percent reported that they sell 
their funds elsewhere in the Dis­
trict. 

Alternatives to selling 

The buying and selling of Federal 
funds is important in the manage­
ment of bank portfolios-partic­
ularly at larger banks. Banks have 
several alternatives to the place­
ment of excess funds in the Federal 
funds market, however, as well as 
alternatives to the Federal funds 
market as a source of funds. Part 
of the study of the market in the 
Eleventh District was designed to 
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METHOD OF TRANSFER IN FEDERAL FUNDS TRANSACTIONS, SEPTEMBER 1971 

Elevenlh Federal Reserve olslrlcl 

(Percenlage of respondenl banks, by deposit size) 

Bank deposll size 
(Million dollars) 

All $500 $100 $50 Less 
size or 10 10 Ihan 

Item banks more $499 $99 $50 

Purchases of Federal funds through: 
Balances at correspondent banks .... 72% 83% 59% 64% 82% 
Balances at Federal Reserve Bank ... 28 17 41 36 18 

Sales of Federal funds through: 
Balances at correspondent banks .... 66 17 22 59 93 
Balances at Federal Reserve Bank .. . 34 83 78 41 7 

LOCATION OF FEDERAL FUNDS TRANSACTIONS, SEPTEMBER 1971 
Elevenlh Federal Reserve olslrlcl 

(Percenlage of respondenl banks, by deposll size) 

Bank deposit size 
(Million dollars) 

All $500 $100 $50 Less 
size or 10 10 Ihan 

Ilem banks more $499 $99 $50 

Purchases of Federal funds 
In same city as respondent bank . . ... 25% 0 21% 23% 31% 
Elsewhere in Eleventh District . ... . . . 55 60 53 50 59 
In New York City . . . . ........... . .. . 6 20 11 7 0 
Elsewhere outside Eleventh District .. . 14 20 15 20 10 

Sales of Federal funds 
In same city as respondent bank .... , 24 0 13 28 30 
Elsewhere In Eleventh District .... 48 0 36 46 59 
In New York City . . .. . ..... .. . .... .. 8 40 16 10 0 
Elsewhere outside Eleventh District .. . 20 60 35 16 11 
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-
rank alternatives to Federal funds 
purchases and sales and to deter­
mine why banks borrow Federal 
funds. 

Banks were asked to pick the 
three most important alternative 
sources and uses of funds available 
to them, as well as the three rea­
sons they considered most impor­
tant for entering the market. TheY 
were to assign three points to the 
most important alternative or rea­
son, two points to the next most 
important, and one point to the 
third most important. 

Computation of the results 
shows banks consider the purchase 
of short-term securities far and 
away the most important alterna­
tive to the sale of Federal funds. 
Most banks would have put these 
funds into Treasury bills, although 
a large number of banks indicated 
that they also consider short-term 
commercial paper an important 
option. 

A distant second alternative, in 
the view of most banks, is the mak­
ing of business loans (other than 
through the purchase of commer­
cial paper). All sizes of banks 
consider this an option to some 
extent, although banks in the $100 
million to $499 million deposit siz,e 
mentioned it most often as a pOSSI­
bility. 

There are also indications that 
banks would have made more of 
other types of loans had they not 
put their funds into the Federal 
funds market, Loans to other 
banks (other than as Federal 
funds) and loans to consumers 
were mentioned, particularly by 
smaller banks. A few even listed 
real estate loans, although this 
type of loan is apparently too long 
term to represent a real option for 
most banks. 

Some banks would have also 
repaid borrowings had they not 
been lending in the Federal funds 
market, This response was espe­
cially prevalent among the largest 
banks. The most frequently men­
tioned borrowings they would have 



-
repaid Were Federal funds Euro­
dFoliars, and even loans fro~ the 

ederal Reserve Bank. 

Alternatives to buying 

~anks consider borrowing from the 
. ederal Reserve Bank their most 
I~portant alternative to the pur-
e ase of Federal funds. This re­
sponse was fairly uniform for all 
SIzes of banks although it was 
so ' lUewhat less common among the 
slUallest banks-which would be co . 
t nSIstent with the apparent reluc-
t au
h 

ceo of small banks to borrow at 
e discount window . 

. Taken as a whole, banks con­
S~der the sale of assets (mostly 
; ort-term securities, such as 
treasury bills) almost as impor-
f ant an alternative to Federal 
thnds Purchases as borrowing from 
S e Federal Reserve Bank. And 
lUaIler banks seem to consider the 

Sale of assets more important as an 
~tion than do larger banks. 
f lUong the very smallest banks, in 
act, sale of assets is considered the 

lUost important alternative. 
I Also considered an important 

; ternative to purchases of Federal 
funds are other forms of borrowing 
aro~ commercial banks. Here 
raIn, however, the importance 
~ tac?ed to this option varies sub­
~ ant1aliy with the size of bank. 
di one of the very largest banks in­
b cate~ that other borrowing from 
s auks IS an important alternative 
OUrce of funds for them. But 
atn~ng banks of the smallest de­
hOSIt s~ze, borrowing from other 
p auks IS considered almost as im­
Ii Ortant an option as the sale of 
quid assets. 

la Many banks, especially in the 
thrger deposit sizes, reported that 
noey ~ould issue CD's if they did 
lU. t ~aIse funds in the Federal funds 
f ar et. The very largest banks, in 
. act, consider CD's their most' 
~ds~ant alternative source of 

E A few banks also mentioned the 
lU. urodollar and commercial paper 

arkets. But, again, most of these 
llUs' 
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MAJOR ALTERNATIVES TO SELLING FEDERAL FUNDS, SEPTEMBER 1971 

Eleventh Federal Reserve District 

(Percentage of total points given each response, by respondent bank deposit size) 

Bank deposit size 
(Million dollars) 

Al l $500 $100 $50 Less size or to to than Alternative banks more $499 $99 $50 

Purchases of short-term securities . 57% 58% 50% 56% 59% 
Loans to businesses ..... .. . . . 14 17 24 15 11 
Loans to commercial banks (other 

than Federal funds)' ...... . . . ... 10 0 11 13 10 
Loans to consumers . .............. 8 0 8 4 11 
Mortgage loans .. .. ....... . .. . . . . . 2 0 1 2 3 
Repayment of borrowings ........... 3 25 3 4 0 
Other . .......... . ...... , . . 5 0 3 6 6 

1. Including loan participations 

MAJOR ALTERNATIVES TO BUYING FEDERAL FUNDS, SEPTEMBER 1971 

Eleventh Federal Reserve District 

(Percentage of total points given each response, by respondent bank deposit size) 

Bank deposit size 
(Million dollars) 

All $500 $100 $50 Less 
size or to to than 

Alternative banks more $499 $99 $50 

Borrowing from Federal Reserve Bank . 30% 33% 39% 33% 23% 
Sale of securities or loans ... . .. . .... 27 12 26 27 31 
Borrowing from banks (other 

than Federal funds) ............... 21 0 9 18 30 
Issuing CD's ............ . ..... . ..... 17 39 23 17 12 
Borrowing in the Eurodollar market ... . . 1 9 1 0 0 
Borrowing In the commercial paper 

market (through affiliates, 
subsidiaries, etc.) . .. ..... .. . . ..... (') 6 3 0 0 

Other .... .. .. .. . . ...... . .......... . 3 0 0 4 4 

1. Less than one-half of 1 percent 
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MAJOR REASONS FOR BORROWING FEDERAL FUNDS, SEPTEMBER 1971 

Eleventh Federal Reserve District 

(Perc entage of total points given each response, by respondent bank deposit size) 

Reason 

Short-run reserve needs .... . . ....... . 
Long-run reserve needs . .. .. . . . ..... . 
Loans to businesses . . .. . ... . .... . ... 
Loans to consumers . . . . ....... 
Real estate loans ...... . ... 
Purchases of short-term securities ... . .. 
Accommodation of correspondent banks . 
Other ................... . . . . ..... , . 

1. Less than one-half of 1 percent 

were the very largest banks. No 
bank with deposits less than $100 
million indicated it considers these 
markets as alternative sources of 
funds. 

If they cannot raise the funds 
they need in the Federal funds 
market, then, larger banks are 
most apt to turn first to the issu­
ance of CD's and second to 
borrowing at the discount window. 
Smaller banks, on the other hand, 
are more inclined to rely on the 
sale of securities or borrowing 
from other banks. This difference is 
indicative of the newer liability 
management approach to liquidity 
needs being used more and more at 
larger banks, compared with the 
more traditional asset manage­
ment approach still predominating 
at smaller banks. 

Reasons for borrowing 

Banks responded overwhelmingly 
that they borrow in the Federal 
funds market mainly to meet 
short-term reserve needs. And 
while this was the major response 
from all sizes of banks, the impor-
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Bank deposit size 
(Million dollars) 

All $500 $100 $50 Less 
size or to to than 

banks more $499 $99 $50 

55% 43% 49% 54% 60% 
17 11 14 10 18 
11 11 15 12 10 
5 0 2 5 7 
1 0 1 0 1 
6 7 8 9 2 
6 29 9 9 0 

{') 0 1 0 2 

tance of this reason increased 
somewhat as the size of banks de­
clined. A sizable number of banks 
also indicated that they use the 
Federal funds market to meet re­
serve needs extending beyond the 
two-week reserve settlement pe­
riod. Again, this is slightly more I 

important for smaller banks. 
A significant number of banks 

use Federal funds to make loans. 
Business loans were most fre­
quently mentioned, but consumer 
loans were also cited, particularly 
by smaller banks. Very few banks 
indicated that they consider Fed­
eral funds important in making 
real estate loans. 

A few banks use Federal funds 
to purchase short-term securities, 
such as Treasury bills and com­
mercial paper. A fairly sizable pro­
portion of the very largest banks 
indicated that they purchase con­
siderable volumes of Federal funds 
to accommodate their smaller cor­
respondent banks. In fact, next to 
borrowing to meet reserve needs, 
this is the most important reason 
for their purchasing Federal funds. 

-
In effect, these larger accommodat­
ing banks are "making a market" 
in Federal funds for their smaller 
correspondents. 

Summing up 

Most Federal funds trading at 
banks in the District is on a short­
term unsecured basis' with corre-, . 
spondent banks in the regIOn. 
Most purchases are to meet reserVe 
needs, although a significant nUIll­
ber of banks indicated they use 
these funds to make various types 
of loans. Large banks also buy an 
appreciable amount in the Federal 
funds market to accommodate 
smaller correspondents that have 
funds they want to sell. . 

If they could not obtain funds In 
the market, large banks would rely 
mainly on the issuance of CD's 
and smaller banks would depend 
mainly on the sale of securities. . s Under such circumstances, all SIze 
of banks would also rely fairly 
heavily on borrowing from the 
Federal Reserve Bank. Alterna­
tively, if they were unable or un­
willing to place excess funds in the 
market, most banks would use the 
funds to buy short-term securities' 
although, again, a substantial nuJ1l- \ 
ber of banks said that in such a 
situation they would make loans. 

The recent rapid growth in the 
Federal funds market is indicath'd 
of changes in banker attitudes an 
practices regarding Federal fun~U 
trading. Next month, Part III WI 
explore the implications of these 
changes for the ~o.undness of ban~; 
ing and the servlCmg of local credl 
needs in the Eleventh District. 

-J oseph E. Burns 



Gulf Coast-

Boom in Offshore Drilling 
Keeps Rig Builders Busy 
-
~e~a~ and Louisiana shipyards 
u~ding offshore drilling rigs are 

~nJoYing a boom in activity. Orders 
o~ new rigs began pouring in about 

Utid-1971, breaking a lull in de­
~a~d that had caused the number 
~ rIgs under construction in these 

o states to drop from ten in the 
~u~er of 1969 (half the number 
. emg built worldwide) to only two 
~~~he sUmmer of 1970. By early 
t 2, some 52 rigs were under con­
~hruction throughout the world. Of 
Stese, 32 were in the United 

ateS-21 in Texas and Louisiana 
alone. 

d ~hese rigs are all mobile units 
fSlgned primarily for use in ex­! °ilatory drilling. The first offshore 

f e s Were drilled from fixed plat­t rrns built on location and used 
~r both exploration and develop­
event. Advances in rig design, how­
fa~:' h~ve made mobility itself a 
sho or l~ offshore operations. By 
t rtenmg the time taken up be-
Ween sites and making remote 
~reas accessible for drilling, mobile 
oNshhave encouraged the spread of 
h. slore exploration around the 
'Vor d. 

ibl:Ne~ jackup and semisubmers­
h e rIgs and even drilling ships 
e~~.e no~ replaced fixed platforms 
F' lrely In exploratory drilling. 
d l}{ed platforms are still used in 
wevelopment work, but several 
o ells are usually produced from the 
ne platform. 

Source of the slump 

~~r all the advantages mobile rigs 
bu~d they take a year or more to 
inv and represent an enormous 
ibl estment. A new semisubmers-
. e costs up to $25 million, a 
!~kup $15 million, and a drilling 

P $20 million. 

nUs' lness Review I April 1972 

Once in service, a rig is good 
for many years. But because of the 
initial high investment and subse­
quent high fixed cost, it must be 
used almost constantly to be profit­
able. As a result, drilling contrac­
tors-the owners and operators of 
rig&-must keep a cautious eye not 
only on prospects for leasing their 
equipment but also on changes in 
construction and financing costs. 

All these factors conspired to 
dampen demand for new rigs in 
1970. Construction costs were 
rising. Interest rates were high and 
credit conditions tight. And a 
change in federal tax law increased 
the industry's tax burden. Also, 
after the oil slick in the Santa 
Barbara Channel, new pollution 
controls curtailed some drilling and 
added to the uncertainty of pros­
pects for lease sales of offshore 
mineral rights. 

Orders for new rigs fell. Where 
20 mobile rigs were under con­
struction around the world at mid-
1969-half of them in Texas and 
Louisiana-only 12 were being built 
a year later. And of these, only two 
were being built in Texas and 
Louisiana. 

But the drop in construction 
then added to the boom now. With 
credit easier, offshore lease sales 
more certain, and exploration up 
sharply overseas, construction 
yards are being called on to furnish 
whole fleets of new rigs to catch up 
with the growing world need for 
offshore exploration. Even with 
recent court tie-ups of drilling off 
Louisiana that have caused some 
companies to postpone equipm~x:t 
orders, yards in Texas and Lomsl­
ana have enough backorders to 
keep the boom going throughout 
the next year. And with the rising 

nee~ for. oil, orders are apt to keep 
commg m. 

Demand for drilling 

Projections show the world con­
suming as much oil in the next two 
decades as it has produced to date. 
And discoveries of huge offshore 
fields in recent years lead experts 
to believe there are greater poten­
tials for major discoveries offshore 
than onshore. 

In the short run, however, two 
factors account for the sudden 
worldwide boom in offshore drilling 
that has developed in spite of the 
tremendous reserves already being 
produced inexpensively in North 
Africa and the Middle East. One is 
a demand for sources of oil outside 
the often troublesome Mediter­
ranean area. The other is improve­
ments in rigs that extend the range 
of offshore exploration. 

Recent interruptions of produc­
tion in the Mediterranean area 
have sparked the interest of inter­
national oil companies in the de­
velopment of other fields. And with 
their success in the discovery of 
new offshore fields and the develop­
ment of better offshore drilling 
equipment, they have turned in­
creasingly to offshore exploration. 

Also, many of the major con­
suming countries, concerned about 
the increasing volume of their oil 
imports and the rising world prices 
of oil, are encouraging exploration 
in their own countries or off their 
coasts in hopes of meeting at least 
part of their needs from domestic 
sources. Like the oil companies, 
these countries want to stave off 
the possibilities of another costly 
disruption of energy supplies that 
could come with a flare-up in the 
Middle East. 
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Altogether, the continental 
shelves make up an area almost a 
third as large as all the continents 
themselves, and they include at 
least a third of the geological for­
mations believed to contain oil. 

Although it usually costs more 
to drill offshore than onshore, 
intensive onshore exploration of 
the most promising geological 
structures leaves many offshore 
structures with greater potential 
for large discoveries. Furthermore, 
oil has sometimes been found off­
shore in areas that exploration 
onshore had previously shown to 
be unproductive. 

Offshore drilling may even be 
less expensive in some areas, such 
as remote places where the geo­
logical structure seems promising 
but onshore exploration can be 
undertaken only at great financial 
risk. The large fields found recently 
in Alaska provide a case in point. 
Some companies spent vast sums 
of money exploring the oil-rich 
North Slope only to find that oil 
produced onshore could not be 
brought to market. Oil produced 
offshore can almost always be 
taken out by tanker. 

Offshore operations already 
make up a large part of the world's 
oil production, and with the in­
crease in offshore exploration, they 
will make up a far larger part in the 
years ahead. About 18 percent of 
world production-7 million barrels 
a day-comes from offshore wells. 
And it is generally believed that by 
the end of the decade, wells in the 
ocean floors will provide a good 
third of the world's total output. 
That will call for enormous growth 
in offshore exploration. 

Several important fields have 
been developed since the early 
beginnings of serious efforts in off­
shore production soon after World 
War II. Large fields were first dis­
covered off the coast of Texas and 
Louisiana and later off the Califor­
nia coast. Development of these 
fields has since brought offshore 
production to account for 16 per­
cent of all U.S. oil production. Off­
shore crude, in fact, has accounted 
for half the total growth in U.S. 
crude production over the past 
eight years. 

Oil fields have also been dis­
covered in the Mediterranean, off 
Africa, and in Indonesian and 

-
Southeast Asian waters. The most 
publicized recent discoveries, hoW­
ever, have been in the North Sea. 
These new fields off Europe are 
important not only for their size 
but also, like those off the United 
States, for their location in polit­
ically stable areas and proximity to 
major markets. While fields in the 
North Sea will not make Europe 
self-sufficient in oil, they could pro­
vide enough petroleum to take care I 

of much of the future growth in 
European demand and will cer­
tainly improve the bargaining 
position of Europeans in negoti­
ating oil import prices. 

The richness of new offshore 
discoveries continues to provide 
the lure to sustain exploration-in 
spite of the costs and risks. And. 
prospects for profit, combined WIth 
the mounting concern over the 
rapidly increasing world need for 
oil, are bound to keep offshore 
efforts up for many years to come. 

Advances in rigs 
The search for oil and development 
of commercial fields take more rigs, 
and newer ones-all to the benefit 
of construction yards. Part of the 

Drilling Ship 

These units are the easiest rigs 
to move. Sometimes converted 
freighters, they can carry more 
equipment than other types of 
mobile rigs-an advantage in re­
mote areas where self-sufficiency 
is a consideration. A series of 
anchors and stabilizing propellers 
along the lower edge of the hull 
hold the ship in position for 
drilling. 



-
~iSing demand for offshore rigs re­
t~tes to the need for equipment 
f at can be worked under extremes 

o weather conditions and at ever 
greater ocean depths. 

Progress in the development of 
SUch . 1 rIgs has already extended ex-
p o~ation over areas never before 
~~rIously considered, even though 
t. ey w~re believed to be poten­
dally rIch in oil and gas. Although 
.evelopment drilling and commer­

c~al production are still not feasible 
~ SUch depths, exploratory drilling 
nan now be done beyond a conti-
ental shelf, in ocean depths up to --

Sem' Isubmersible Rig 
'I'his . . 
drill' rIg IS the most stable floating 
ho .lUg unit. Its legs and large 
hefIZonta.l,Pontoons are flooded to 
its p Istabllize the rig and position 
\Vh) atform out of reach of waves, 
rl·g l. e a series of anchors holds the 

In p 't' de' OSI Ion. In some advanced 
Si(rgns, propellers on the under­
co:n~f the pontoons also help 
SOlU e~act ocean movements. 
fac'lie rIgs are self-propelled to 
Ne I tate movement between sites. 
to ;er semisubmersibles can drill 
\Vatecord depths of 30,000 feet in 

er more than 1,000 feet deep. 

........... --------
nUs' 
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1,500 feet. And there is a general 
belief that technological break­
throughs-even in the windswept 
North Sea-will eventually bring 
deepwater capacities for commer­
cial production up to a par with 
those for exploration. 

High costs still confine deep­
water drilling to areas that seem 
promising for the discovery of large 
fields. But technological changes 
that reduced deepwater drilling 
costs would make the search for 
small fields less costly and less 
risky, stimulating still more off­
shore drilling-and still more 
demand for rigs. 

Competitive factors 

The outlook for rig producers in 
Texas and Louisiana depends, 
however, not only on continued 
growth in offshore drilling but also 
on their continued competitiveness. 
Roughly two-thirds of the world's 
offshore rigs are built in the United 
States, and most of these are built 
in these two southwestern states. 
But rigs are also built in Canada, 
Spain, Germany, the Netherlands, 
Japan, and Singapore. And al­
though companies that solicit 
construction bids in other coun­
tries report that U.S. yards are 
thoroughly competitive with those 
in other countries, international 
competition could be severe-as it 
has been in the past. 

Several factors influence compe­
tition between U.S. and foreign 
yards. Cost, of course, is a primary 
consideration. The recent devalua­
tion of the dollar and the contin­
ued cost inflation abroad are 
helping U.S. yards develop new 
business. Also, the Export-Import 
Bank has undertaken to help fi­
nance some rigs built for use 
overseas, further bolstering the 
competitiveness of U.S. yards. And 
although rigs do not qualify for the 
subsidies granted to transport 
vessels, the Maritime Commission 
is beginning to help with the 
financing of U.S. rigs. 

. Another consideration is the rig 
Itself. Yards in this country have 
depended on their expertise in the 
design and construction of offshore 
rigs to offset differences in costs 
he~e and abroad. But many of the 
slnlls and facilities needed to build 
an offshore rig are the same as 
those needed to build ships. And 
advances in shipbuilding abroad 
have made the advantages of 
expertise hard for Americans to 
maintain. 

Delivery is another considera­
tion, however, and U.S. yards have 
a generally favorable reputation 
regarding their ability to meet 

Jackup Rig 

Long legs, stilts sunk up to 50 
feet into the ocean floor, give this 
rig a firm footing for drilling 
operations. But they also limit use 
of the rig to ocean depths up to 300 
feet and make it hard to move to 
new drilling sites. The platform 
can be raised and lowered along 
the legs to an efficient drilling 
position at a safe height above the 
waves. 
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Offshore Operations Around the World 

SOURCE: Oil & Gas Journal 

schedules, especially when com­
pared with the performance of 
some of their major overseas com­
petitors for work on rigs to be 
used in the North Sea. Much of the 
backlog in rig orders results from 
demand for exploration in this 
field. Scheduling of deliveries 
becomes highly important in the 
selection of a yard. 

Location of the yard can also be 
important. Because of the time and 
cost required to tow a rig across the 
ocean, there is an advantage to its 
being built close to where it will be 
used. Other factors, such as cost 
and the delivery schedule, can be 
overriding considerations however .. " especlally m the construction of 
new mobile rigs. Many semisub­
mersibles being built on the Gulf 
Coast of Texas are destined for 
foreign use even though they may 
have to be towed as far as the 
North Sea. Japanese yards which 
might otherwise be highly ~ompet-

10 

itive with yards on the Gulf Coast, 
are simply too far away to partic­
ipate in construction of rigs for the 
North Sea. 

As matters of cost, location, and 
delivery schedules mean many rigs 
will continue to be built abroad, 
some U.S. yards have arranged to 
participate in foreign construction, 
particularly in the Far East. Be­
cause of their location, Gulf Coast 
yards are at a disadvantage in com­
petition in that area. 

Under these arrangements, rig 
technology is rapidly transferred 
to other countries. A rig may be 
designed in the United States, for 
example, and key construction and 
planning personnel be assigned to 
a foreign yard to facilitate con­
struction there. Similarly, drilling 
contractors that design many of 
their own rigs and seek construc­
tion bids worldwide may help a 
yard overseas overcome its tech­
nical and management problems. 

- ~ 

But if construction costs at U.S. 
and foreign yards are close, rigs 
built in the United States may 
actually be cheaper, because the 
contractor does not have to stand 
the cost of sending personnel over­
seas. Also, because most of the 
equipment used on rigs is manu­
factured in the United States­
much of it in the Eleventh I?is- t 
trict-installation of the eqUlprnen 
in this country saves the expense 
of shipping it to yards overseas. 

Prospects for the District 

The net result is a fairly bright 
outlook for rig-building yards in 
Texas and Louisiana, in spite of 
competitive pressure from foreign 
yards. There has been some con­
cern that the offshore drilling 
industry may be overbuilding. d 
Orders already placed will expan 
the world rig fleet by 45 percent • 
over the next few years. But ordelfrS 
have continued to come in to Gu 



-
~~t yards during the tie-up of 
t' 111g off Louisiana, and resump­
lIon of lease sales there will doubt­
essly lead to additional orders. 

t
. Some rigs planned for construc-
10 • n 111 other countries but not yet 
~~arted may be canceled, especially 
b ~se .due originally to have been 
b~llt 1~ .countries where costs have 
fen rIS111g rapidly. Cancellation 

Of these rigs would slow expansion 
o the fleet. 

Also, much of the existing fleet 
was built in the 1950's. With the 
enormous strides made in offshore 

nUs' 
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technology since then and explora­
tion being undertaken increasingly 
in deeper water, these rigs will 
soon be overage and due for 
replacement. 

All told, elements making up the 
foreseeable future of rig con­
struction point to a continuation 
of the boom for several years­
perhaps long enough for the courts 
to resolve environmental issues. 
And with this last barrier to large­
scale offshore operations removed, 
demand for rigs would almost cer­
tainly turn upward. 

Again, the extent to which Texas 
and Louisiana yards participate in 
meeting this future demand will 
depend largely on their competi­
tiveness. To meet the current 
boom, however, these yards have 
already undertaken substantial 
expansion of their facilities and 
work forces, providing themselves 
with a broader base not only for 
participation in the current boom 
but also for holding their lead in 
meeting future demand for rigs. 

-Stephen L. Gardner 
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Statistical Supplement to the Business Review -
Total credit at weekly reporting 
banks in the Eleventh District rose 
sharply in the four weeks ended 
March 22. Total deposits increased 
only moderately, but loans expand­
ed faster than seasonally expected, 
as did bank investments. 

prospective increase in actual pro­
duction at less than 6 percent. And 
given the level of crude imports set 
by the Government, it is believed 
that even at the current record 
rate, demand can barely be met. 

nonmanufacturing employment 
showed enough strength overall to 
more than offset a slight decline in 
manufacturing employment allow-
ing nonagricultural wage an'd sal­
ary emI?loyment to edge up slightly. 
Reflectmg the sharp upturn in con­
struction since the 1970 recession 
construction employment made th~ 
largest year-to-year gain-an ad­
vance of 9.1 percent. Employment 
in mining and in transportation 
and utilities registered the smallest 
increases. Both were up less than 
half a percent from a year earlier. 

The advance in total loans re­
~ected larger than usual increases 
In almost every major loan catego­
~, probably in response to recent 
llnprovements in general economic 
londitions. Demand for business 
t?ans was especially strong, par-
lally reflecting borrowings in con­

nection with the March corporate 
taJc date. Banks added to their 
~oldings of U.S. Government secu­
l'lties mainly through substantial 
alcqUisitions of Treasury bills. They 
~ so sharply increased their hold­
IngS of municipal issues. 

Inflows of demand deposits mod­
erated, while net withdrawals were 
rep?rted in time and savings de­
P~SltS. Large CD's outstanding de­
~lined slightly, again probably as a 
f esult of corporate demand for 
unds to meet tax payments. On bal-

ance, borrowings in the Eurodollar 
~d commercial paper markets 

ere essentially unchanged. 

The Texas oil allowable was raised 
po 100 percent of maximum efficient 
production for April, allowing full 
rOduction for the first time in a 

;uarter century. Shortly after this 
abfouncement, however, the allow­
Cute for the East Texas field was 
to . back to 86 percent. Low inven­
d l'les of Texas crude and increased 
l'i:llland accounted for the overall e. 

pe A.lthough the increase from 86 
th l'Cent in March appears sharp, 
old capacity remaining in many 
tha~r fields was already well below 

allowable level, leaving the 

To keep production from dam­
aging the capacity of some fields, 
the Texas Railroad Commission 
has indicated that, if necessary, it 
will cut back production-as already 
done for the East Texas field-
to head off either conservation 
problems or disorderly market 
conditions. 

Some observers point out that a 
100-percent allowable represents a 
loss of the state's capacity to re­
spond to any further surge in 
demand. They doubt, however, 
that the 100-percent rate will be 
maintained through the year. In 
future years, a rate of 100 percent 
or even higher may predominate in 
Texas as it does in Oklahoma, for­
merly a leading oil state. 

In Louisiana, the rate was held 
at 75 percent-in effect since No­
vember-and the regulatory agency 
has declared that this rate is the 
maximum production rate that can 
be allowed without damaging pro­
ducing fields. Other District states . 
also left their oil allowables un­
changed. 

Seasonally adjusted, total employ­
ment in the five southwestern 
states changed very little in Febru­
ary. And with the labor force about 
the same as in January, the unem­
ployment rate matched the 4.5 
percent of a month before. This 
rate down from 4.9 percent a year 
befo~e, compared favorably with 
the national rate of 5.7 percent. 

Although most categories of 
employment outside agriculture 
showed little change from January, 

Planting intentions on March 1 
indicate upland cotton acreage in 
the five states of the Eleventh Dis­
trict will increase 7 percent this 
year. Sorghum acreage is expected 
to decline 8 percent. For the nation 
as a whole, cotton acreage is ex­
pected to be up 10 percent and 
sorghum acreage down 13 percent. 

Planting was off to a good start 
in southern parts of the District by 
mid-March. Range and livestock 
conditiqns were substantially bet­
ter than a year before and some­
what better than the average for 
the past ten years. The wheat crop 
was making excellent progress on 
the Northern High Plains and fair 
to good progress elsewhere. Live­
stock were being moved from 
wheat fields into feedlots . . 

There were slightly more than 
1.8 million head of cattle on feed in 
Texas on March 1-17 percent more 
than a year before and 42 percent 
more than two years before. In 
Arizona, cattle on feed totaled 
548,000 head-5 percent more than 
a year before. 

The index of prices received by 
Texas farmers and ranchers rose 
nearly, 2 percent in the month end­
(Continued on back page) 



CONDITION STATISTICS OF WEEKLY REPORTING COMMERCIAL BANKS 

Eleventh Federal Reserve District 

(Thousand dollars) 

Mar. 22, Feb. 23, Mar. 24, 
ASSETS 1972 1972 1971 

1,096,071 1,222,013 5 17,700 
7,525,750 7,350,532 6,666,500 

Federal funds sold and securities purchased 
und er agreements to resell . ... ..... .... • . .•. 

Other loans and discounts, gross •. ...... . . ... . • • 
---- ---- ----

Commercial and industrial loons • .••.........• 
Agricultural loans, excluding CCC 

certiAcates of interest . ... . ..... .... . ...•. . 
loans to brokers and dealers for 

purcha sing or carrying l 
U.S. Government securities ••• .....• • ... •... 
Other securities .. .... . ... ...•.• ...•..••.. 

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

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

and other business credit compan es . ..... . 
Other .. .......................... .... . 

Real estate loans • ..... ..............•..• . • 
Loans to domestic commercial banks •. ......... 
Loans to foreign banks .... ...... . .. ...• . .... 
Consumer instalment loans . ...............•.. 
Loans to foreign governments, offlcial 

institutions, central banks, and international 
institutions . .... '" .. . ......... ......... . 

Other loans . . . .. ... •.• . ....... .. ......... . 
Total investments ••• • • ............. .. ... .. .... 

Total U.S. Government securities . .........• • . . 
Treasury bills • ••.... . ...............•... 
Treasury certiflcates of indebtedness • •••... . 
Treasury notes and U.S. Government 

bonds maturing: 
Within 1 year • • ..•......••............ 
1 year to 5 years ..................... . 
After 5 years ........................ . 

Obligations of states and political subdivislonsl 
Tax warrants and short-term notes and bills • . . 
All other .............................. . 

Other bonds, corporate stocks, and securities: 
Certiflcates representing participations in 

federal ag ency loans • ..•• . ••.......... 
All other (including corporate stocks) ••• •.. ..• 

Ca sh items in process of collection • •...••....... 
Reserves with Federal Reserve Bank • ............ 
Currency and coin • ••. ... . ... •... ............ 
Balances with banks in the United States • .••..•.• 
Balances with banks in fore ign countries •• ........ 
Other assets (including investments in subsidiaries 

not consolidated) • • .•.•.•• ..•.•............ 

3,481,009 

181,762 

1,160 
47,059 

4,895 
460,008 

117,548 
540,882 
915,186 

21,214 
29,056 

826,765 

0 
899,206 

3,548,373 
----

1,115,589 
191,566 

° 
199,993 
528,577 
195,453 

110,558 
2,095,794 

20,312 
206,120 

1,400,022 
957,737 
100,955 
455,287 

10,170 

558,613 

TOTAL ASSETS.... ..... ................. 15.652.978 

RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of dally figures. Thousand dollars) 

3,411,347 3,189,980 

169,161 117,426 

1,125 500 
51,142 50,370 

4,650 1,565 
445,404 435,71 1 

121,278 212,516 
477,793 481,079 
912,421 664,941 

20,911 18,761 
36,487 11,937 

820,323 733,907 

° 0 
878,490 747,807 

3,372,420 3,016,930 

1,091,917 998,515 
124,750 148,896 

0 ° 
193,261 149,954 
586,355 531,260 
187,551 168,405 

69,314 67,782 
2,017,011 1,718,815 

16,640 103,555 
177,538 128,263 

1,490,549 1,157,074 
929,926 954,991 

98,105 88,575 
470,981 559,357 

12,475 7,237 

554,541 457,731 
---- - ---
15.501.542 13.426.095 

4 weeks ended 4 weeks ended 4 weeks ended 
Item Mar. 1, 1972 Feb. 2, 1972 Mar. 3,1971 

RESERVE CITY BANKS 
Total reserves held . . •. ....... . . 861,080 888,099 819,979 

With Federal Reserve Bonk ••. . 800,780 824,254 767,634 
Currency and coin • ••...•.... 60,300 63,845 52,345 

Required reserves •• • • .. . .....•• 879,873 873,098r 823,875 
Excess reserves •• • •.•.•.. ...••. -18,793 15,001r -3,896 
Borrowings • • ... • .•... •. .....• 0 0 ° Free reserves • • . . . ....•......• -18,793 15,001r -3,896 

COUNTRY BANKS 
Total reserves held •••. . . ....... 948,983 959,336 859,985 

With Federal Reserve Bank . • . . 748,658 746,502 671,916 
Currency and coin • ••........ 200,325 212,834 188,069 

Required reserves •. . . •......... 923,877 928,953 828,836 
Excess reserves •. . '0' •••••••••• 25,106 30,383 31 ,149 
Borrowings • •.. . 0 •• 0 ••• 0 •• •••• 216 528 161 
Free reserves . •.• •.•• 0 •••••••• 24,890 29,855 30,988 

ALL MEMBER BANKS 
Total reserves held ••• 0 ••••••••• 1,810,063 1,847,435 1,679,964 

With Federa l Reserve Bank ••• • 1,549,438 1,570,756 1,439,550 
Currency and coin • •••. ...... 260,625 276,679 240,414 

Required reserves ••••. .•• " • . •. 1,803,750 1,802,051 r 1,652,711 
Excess reserves •• ....••.•..•... 6,313 45,384r 27,253 
Borrowings . . •....... ......... 216 528 161 
Free reserves . . .. 0 •••••••••••• 6,097 44,856r 27,092 

r-Revlsed 

Mar. 22, Feb. 23, 
LIABIlITIES 1972 1972 

Totol de posits ... .. . ... . .... . ....... .. .. ..... 12,OB1,BI5 12,024,421 
- - -- ----

Total d "mond deposits . . . .. ... .... . .. . .... .. 6,687,188 6,625,982 
Individua ls, partnerships, and corporations .. .. 4,573,284 4,534,081 
States and political subdivisions . ........... 451,883 429,591 
U.S. Government . ............. ..... . . . . . 232,155 161,153 
Bonks in the United States . ......•.. . . .. . .. 1,293,861 1,364,476 
Foreign: 

Governments, offlciol institutions, centro I 
banks, and international institutions ... ... 2,989 3,335 

Commercial banks •• • ... .. • .......... .. 33,910 41,803 
Ce rtlfled and olneen' checks, etc ... .. .. ..... 99,106 91,543 

TOta l time and savings deposits . .......... . . . 5,394,627 5,398,439 
Individuals, partnerships, and corporations: 

Savings deposits ••• ................•. . . 1,147,537 1,122,498 
Other time deposits . •.• . •.. . .... . •.. . . . 2,779,547 2,781,5 15 

States and politica l subdivisions • •..... . .... 1,339,892 1,365,105 
U.S. Government (including postal savings) •••. 9,142 10,042 
Bonks in the United States . ........ .. .. •.•• 92,109 94,879 
Foreignl 

Governments, ofAcial institutions, central 
banks, and international institutions •• •... 25,300 23,300 

Commercial bonks • • •• .......... ....•. . 1,100 1,100 
Federal funds purchased and securities sold 

1,852,580 1,789,179 under agreements to repurchase •• ........ . ... 
Other liabilities for borrowed money . ..•........ 35,776 39,703 
Other liabilities .••. .. . ..•.... . ... . ..... . ..... 430,553 397,116 
Reserves on loans •• . . .... . ..... •.• .•. •.• . •..• 135,912 137,138r 
Reserves on securities . •• .•.••.....•••.•......• 22,588 22,578, 
Total capital accounts . .....•. •.••... . ••..•.•. 1,093,754 1,091,407 

----
TOTAL LIABILITIES, RESERVES, AND 

CAPITAL ACCOUNTS .............. . ... . 15.652.978 15.501.542 

r-Revlsed 

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federal Reserve District 

(Million dollars) 

-
Mar. 24, 

1971 -10752,463 ...:--
6 044,603 
4:150,890 

339,355 
87,833 

1,347,025 

2,158 
26,700 
90,642 

4,707,860 

1 005,513 
2' 474,08A 
1 '087,085 
' 41,A79 

85,91A 

12,685 
1,100 

1 020,752 
, 75,880 
377,003 
136,638 

19,93A 
1 043,425 
~ 

~ 
~ 

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS 

(Thousand dollars) 
--' -------------------------------------------------M--a'~.24, 

Mar. 22, Feb. 23, 1971 
1972 1972 ~ 

-T-o-ta-l-g-o-ld-c-er-t-lA-c-ot-e-r-e-s-er-v-e-s .-.-.-.-.-. -. -. -.. -.-."'.-.-.--4-3-8,-4-8-5---3-9-0-,4-2-6-- 451 ,47~ 
Discounts for member bonks. . • • . . . • . . . • . . • • 500 200 0 

Item 

Other discounts and advances . .. . . . . . . . . . . . . ° 0 2888598 
U.S. Government securities... • . • . • . • . . . • . . . • 3,141,474 3,179,109 '888'598 
Total earning assets . . ...... . .............. 3,141,974 3,179,309 ~:521:A928: 
Member bonk reserve deposits. . • . . • . . . • . . . • 1,616,272 1,612,124 1,912, 
Federal Reserve notes in actua l circulation..... 2,092,542 2,081,3 15 " 0 _______ 

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



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

SMSA's in Eleventh Federal Reserve District 

(Dollar am ount s In thousands, seasona lly adjusted) - DEBITS TO DEMAND DEPOSIT ACCOUNTS' 

Percent change 

February 
1972 2 monlhs, 

February 1972 from 

DEMAND DEPOSITS' 

Annual rote 
of turnover 

Standard metropolitan (Annua l·rate January February t 972 from february 29, February January February 

____ ~~-:------~s~la~li~sl~ic~a~l :a~re=a~----------------~~b:a~si~S)~~ _____ 19~7:2~-----1:9~7:1 ------~1~97:1:_----~~19~7~2~------~1~9~72~--__ ~1~97~2~ ____ -21:97~1~_ 
~IZONA: Tucson.... . .. . ............. . .... . .. ...... $8,908,764 4% 25% 25% $302,617 29.2 28.8 299 

UISIANA: Monroe.. . • . . . . . • . • . . . . . . . . • • . • • • . . . • .. • 3,686,148 2 14 16 104,550 36.2 36.3 . 
NEW Shreveporl.. .. .. .. .. .. .. .. .. .. .... .. .... 13,186,848 18 11 13 275,341 47.4 40.5 ~tg 
TEX MEXICO: Rosw.II'.............................. 1.047.012 4 17 16 43.309 24.1 23.3 23.2 

AS: 8£~i~~I~:. :.::::: : ::::::::::::::::::::: : ::: :::: 11:~~~:m -2g li if lH:m ~H ~~:~ ~;:J 
eaumonl.Porl Arlhur.Orang........... .... ..... 6,701.064 -7 -3 7 265.745 25.5 ~~:~ 31.3 

:rawnsvillo. Harlingen.San Benllo............. . . .. 2.395.5 12 0 14 16 90.564 26.9 27.1 ~~:~ 
cyan.Colioge , Sialion . . . . • • • • . . . . . . . . . • . • . . . • . 1.183,7 47 _~ 22 27 50.473 24.3 24.8 23.0 
Car~us C~rlSli.................... .. .......... 7'!;~'m -3 ~~ Ig 2g~;:~~ ?N 26.4 22.4 

~~~~~]~~'i j ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 1 :~:m~~~~ -~ H ?~ 2'~~~:m ~H if! iH 
HalvtSlon.Texas Cily........ .................. 13g·~~m~ -~ '2~ 1~ 2.m;~g~ ~g ~~:~ ~~:~ 
ifb~~~~·:::::::: ::::::::::::::::::: :::::::::: 1:m:~~1 -15 '2! ~~ I:f;m 5g:l 5~:~ ~1:~ 
Mr~"ed·Pharr.Edinburg........................ 2.~~~.~~~ -~~ 2g 3~ m;m 19 :~ lU ?~:: 

12:~~;LH :iiii ,fllm! ::1 :1 II :lgl! Ii! ill iii 
T;tarkana (Toxas.Arkansas).... .. .............. ~'m'm -! l~ n 1 i~;m ~~ :~ ~~:~ 21.9 

WW:;~:::::::: ::::: :::::::: :::::: :: :::::: : :: 3;663:576 -4 17 22 139.949 27.3 28.9 ~~.~ 
ichlla Falls .. ...... .......... ............... 2.765.328 -4 9 14 127.585 21.7 22.5 21:0 

~9 cenlers .................. .... ............. $423.988.771 0% 15% 14% $10.829.726 39.3 40.1r 38.7 

k geposlts 01 Individual s, partnerships, and corporations and 01 states and political subdivisions 
r_Rounty basis 

eVlsed 

TOTAL OIL WELLS DRILLED 

Fourlh Third 
Percent 

BUILDING 
change 

PERMITS 
quarter quarter Percent 1971 from 1970 

...... Area 1971 1971 chango cumulative cumulative 

VALUATION (Dollar amounls in Ihousands) fOUR SOUTHWESTERN 
STATES • •••..•. ..... .. . . 1.534 1.558 -1.6% 6.494 -7.1% 
Louisiana • ••• • •. ••• • ••• .• 296 212 39.6 1.039 -10.8 

Percent change Offshore . ..... . ....... 44 52 -15.4 252 -36.5 
Onshore • •••••• •.•.•• • 252 160 57.5 787 2.5 

F.bruary 1972 New Mexico •• •.. • • •••••. 76 11 2 -32.2 403 17.8 

NUMBER from Oklahoma ........... . ... 278 284 -2.1 1.170 - 12.8 
2 months, Texas ••• •• .• •••••••• •• • 884 950 - 7.0 3.882 -6.3 

Feb. 2 mos . fob. 2 mos. Jon. fob . 1972 from Offshore .••... •.•.•... 0 0 0 

~ea 1972 1972 1972 1972 1972 1971 1971 Onshore ••••••••• . .•• • 884 950 -7.0 3.882 -6.2 

ARIZONA 
UNITED STATES ............ 3.264 2.768 17.9% 11.852 -9.4% 

TUCson 681 1.375 $15.823 $33.832 - 12% 71% 150% SOURCE: American Petroleum Institute 
lO~ISIAN~·· •.. . 

onroe·West 
Sh~onrae •.. .• 351 420 5.071 6.490 257 334 111 

TEXASovoport .. .• 447 848 5.042 8.756 36 16 29 

Abll.ne 76 129 820 1.433 34 178 141 
A"'arill;····· . 

131 256 1.787 4.039 -21 -66 -37 
:~'"n .. ::::: : 515 1.038 21.930 38.807 30 83 45 GROSS DEMAND AND TIME DEPOSITS OF MEMBER BANKS 
8r~umont •• ••• 182 335 1,273 2.575 -2 56 64 

CorWnsVil!e •• . • 97 194 1.495 2.126 137 526 243 Eleventh Federal Reserve District 
Calrus Christi •• 438 898 4.404 8.812 0 -15 -5 

[) enh~~' .•.. . • 1.540 2.790 74.824 108.050 125 265 146 (Averages 01 dall y ligures. Million dollars) 
EI Paso .. · · .. · 25 52 347 668 8 52 -5 

495 22.358 50.457 -20 82 155 
Farl W · ·· ·· · · 903 -16 3 22 
Gal"e.~rlh •. . • 441 813 5.238 11.460 

562 208 -24 
GROSS DEMAND DEPOSITS TIME DEPOSITS 

f1oUston On •••.• 68 123 1.656 1.906 
larodo •• . •. .. 2.914 5.307 38.352 76.659 0 -40 -24 Reserve Country Reserve Counlry 

3.545 31 349 85 
lUbbock' '" .. 36 97 2.008 

87 78 -3 Dol. Total cily bonks bonks Tala I cily bonks bonks 
Midland· · ·· · . 194 369 5.667 8.693 

-18 96 217 
Odo

ssa 
••• . .. 114 205 1,343 2.980 

65 198 102 1970. February •• • 10.256 4.625 5.631 7.145 2.554 4.591 
Pori A •...... 67 140 1.182 1.897 

-24 - 68 -44 1971 : Fobruary ... 11.272 5.118 6.154 9.299 San /Ihur .• .. 67 127 257 593 3.689 5.6 10 
So. A ng olo •.•. 75 161 579 1.184 -4 -65 _4 1 Septem ber. 11 .571 5.31 1 6.260 9,735 3,769 5.966 

Sherm~~onlo •• • 1.561 2.875 16.906 28.443 47 130 117 Oclober .. • 11.562 5.246 6.316 9.977 3.819 6.158 

TO~arka~ . . " • 49 91 953 1.454 90 44 -7 November . • 11.641 5.264 6.377 10.025 3.879 6,146 

Wac 0 .... 45 81 1.285 1.901 109 16 0 Decemb er •• 11.981 5.519 6.462 10.273 4.044 6.22 9 

WICh?I ' .. ....• 220 395 2.775 4.169 99 172 80 1972. January •..• 12.3 13 5.580 6,733 10.607r 4.179r 6.428 
t a Falls.. . 76 135 1.933 2.809 121 142 46 February ... 11.983 5.419 6.564 10.864 4.249 6.615 
0101 ---- 48% 47% ~1I.s .. . 10.905 20.157 $235.308 $41 3,738 32% r-Revlsed 



DAILY AVERAGE PRODUCTION OF CRUDE OIL 

(Thousand barrels) 

'LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT 

Five Southwestern States1 

(Seasonally adjusted) 
Percent change from .... 

Percent change 
Feb. 1972 fro", -February January February January February 

1972 1972 1971r 1972 1971 Area Thousands of persons 

Jan. Feb. 
1972 1971 -
0.0% 2.5% 

.0 2.9 
-.9 _6.3 

' .0 ,_.4 

.1 3.6 

-.2 1.7 
.0 1.3 

-.4 2.1 

FOUR SOUTHWESTERN February January February 
STATES ................. 6,861.2 6,691.9 7,130.9 2.5% -3.8% Item 1972p 1972 1971r 
louisiana ••••••• • ••• ",_ ••• 2,533.6 2,485.9 2,665.2 1.9 -4.9 
New Moxico ••.• • • •• • ••• • 323.9 323.1 340.3 .2 -4.8 Civilian labor force ••••••••• 8,451.7 8,455.7 8,248.1 Oklahoma ............... 590.3 592.3 585.4 -.3 .8 Total employment .••... . . . .. 8,073.4 8,073.8 7,844.2 Texas •• ••. • ••• •••••••• • 3,413.4 3,290.6 3,540.0 3.7 -3.6 Total unemployment ••• ••• ••• 378.3 381.9 403.9 Gulf Coast .. .......... 644.1 626.2 714.6 2.9 -9.9 

West Texas ••••••••••• 1,720.0 1,650.1 1,697.6 4.2 1.3 Unemployment rate • •••••••• 4.5% 4.5% 4.9% 
East Te.os (proper) ..... 203.7 200.1 220.0 1.8 -7.4 Total nonagricultural wage 
Panhandle ....... . ..... 76.3 71.8 70.2 6.3 8.7 and salary employment •• • • 6,545.9 6,540.7 6,319.4 
Rest of stote •. ••.•••. •• 769.3 742.4 837.6 3.6 -8.2 Manufacturing •••••••• • •• 1,144.2 1,146.8 1,125.6 

UNITED STATES . ..• . • . •.••• 9,472.6 9,305.7 9,799.8 1.8% -3.3% Durable .... ......... . . 616.1 616.4 608.3 
Nondurable ••••••• •••• 528.1 530.3 517.2 

.1 4.0 
-.1 .4 
-.1 9.1 

r-Revlsed Nonmanufacturing • •• • •••• 5,401.7 5,393.9 5,193.8 
SOURCES: American Petroleum Institute Mining •• • ••••••••••••• 229.3 229.5 228.3 

U.S. Buresu of Mines Construction ••• • • •• . • • • 430.7 431.1 394.9 

.1 .2 

.2 4.6 

.2 5.8 
-.1 4.0 

.4% 3.4% 

Federal Reserve Bank of Dalllli Transportation and 
public utilities •••••• • • 455.6 455.2 454.9 

Trade ......... . ...... 1,553.1 1,549.7 1,485.5 
Finance •••••••••• • •••• 345.8 345.1 326.9 
Service •••••• • ••••••. • 1,057.3 1,058.2 1,016.7 
Government • • ••••••••• 1,329.9 1,325.1 1,286.6 -1. Arizona, Louisiana, New Mexico, Oklahoma, and Texas 

INDUSTRIAL PRODUCTION 

(Seasonally adjusted Indexes, 1967 = 100) 

2. Actual change 
p-Prellmlnary 
r-Revlsed 
NOTE: Details may not add to totals because of rounding. 
SOURCES: State employment agencies 

Federal Reserve Bank of Dallas (seasonsl adjustment) 

VALUE OF CONSTRUCTION CONTRACTS 
February 

1972p 
January December February 

(Million dollars) Area and type of index 1972 1971 1971 

TEXAS 
Total industrial production. .. .. . 126.5 

Manufacturing. • • • . . . .. . . . . . • • • 128.2 
Durable.. . • • • • • • • • .. • • • • • • • • 135.3 
Nondurable.. • • • • • • • • • • • • • • • • 123.1 

Mining................... .. . . . 117.1 
Utilities. • . . • • . . . . . • . . . . • • • • • • • 146.4 

UNITED STATES 
Total industrial pradudion .. .... 109.0 

Manufacturing. • . . • • • • • • • • . • • • . 107.2 
Durable. • • • • • • • • • • .. • • • • • • • • 100.4 
Nonduroblo.. • • • • . • .. • • • • • • • • 117.1 

Mining........................ 108.1 
Utilities. • . • • • • • • • . • • .. • • . • • • • • 139.5 

p-Prellmlnary 
r-Revlsed 

125.9 
129.4 
137.2 
123.7 
112.1 
146.4 

108.2 
106.4 
99.4 

116.5 
107.8 
138.3 

122.3r 121.1 
125.4r 121.8 
135.5 131.3 
118.1r 114.9 
108.4r 115.7 
147.4r 135.1 

107.6 105.7 
105.7 103.9 
98.4 98.6 

116.2r 111.7 
107.7r 110.1 
136.5r 132.2 

February January December 
Area and type 1972 1972 1971 

FIVE SOUTHWESTERN 
STATES' .. . ............. 720 840 807 
Residential bui lding ••.• • • • 385 413 405 
Nonresidential building •••• 201 221 198 
Nonbulldlng construction •••• 135 207 204 

UNITED STATES ........... . 5,607 6,234 6,286 
Residential building • • •••• • 2,664 2,667 2,997 
Nonresidential building .. . • 1,799 1,728 1,959 
Nonbuilding construction •••• 1,144 1,840 1,331 

1. Arizona, Louisiana, New Mexico, Okl a homa, and Texas 
r-Revlsed 

.... 
January-Feb~ 

1972 1971 -
1,121r 1,566 

800 502r 
424 414r 

342 205 

11,811 9,305r 

5,324 3441r 
3'351r 

3,518 
2:5 13r 2,969 .-

SOURCES: Bosrd of Governors of the Federal Reserve System 
Federal Reserve Bank of Dallas 

NOTE : Details may not add to tola ls because of rounding. 
SOURCE: F. W. Dodge Division, McGraw-Hili Information Sys tems company 

ed February 15 to a level 21 per­
cent higher than a year earlier. 
Increases in both livestock and 
crop prices contributed to the gain. 

The seasonally adjusted Texas in­
dustrial production index rose 
moderately in February, following 
a large increase in January. The 
index was up 4.5 percent from 
February 1971, with the year-to­
year advance paced by an 8A-per­
cent gain in utility output and a 
5.3-percent increase in manufactur­
ing output. Mining production, 
regaining strength in the first two 
months of 1972, was up 1.2 percent 
from a year before. 

All the increase in February re­
sulted from a large boost in mining, 
e&pecially the production of crude 

petroleum, which rose in response 
to the higher oil allowable. Utility 
output was about unchanged from 
January. Production of both dura­
ble and nondurable goods slipped, 
lowering manufacturing production 
nearly 1 percent. The decline in 
durable manufacturing was due 
primarily to a large drop in activity 
in the transportation equipment 
industry. Electrical machinery out­
put rose more than 2 percent. The 
decline in nondurable manufactur­
ing was attributable to sharp drops 
in petroleum refining, printing and 
publishing, and apparel output. 
Overall, however, the change in 
nondurable manufacturing was 
held to a slight decline by sizable 
advances in food, textile, and paper 
production. 

Registrations of new passenger 
automobiles in Dallas, Fort wort~' 
Houston, and San Antonio rose 1 
percent in February. All four met­
ropolitan centers posted increases, 
These ranged from 6 percent in SaIl 
Antonio to 28 percent in Dallas. 
Registrations were up 13 percent 
from February last year, and cu­
mulative registrations were 15 
percent greater than in the first 
two months of 1971. 

Department store sales in the t 
Eleventh District were 17 percell 
higher in the four weeks ended 
March 25 than in the correspond­
ing period last year. Cumulative 
sales through that date were 12 
percent higher than in the same 
period a year before. 




