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Residential Building-

Extent of the Drop 
Will Depend Mainly on Mortgage Markets 
-
~o~sing construction, long vola
tt~e In the United States, has been 
disrupted six times since the late 
1~40's-twice in the past six years. 
FIve-month moving averages of 
seasonally adjusted housing starts 
show significant shifts from De
cember 1965 through January 
1967 and from February 1969 
through May 1970. 

Not only do these disruptions 
deter the attainment of national 
?Ousing goals, but fluctuations 
In construction impact on the 
economy as a whole. From 1969 
through 1972, housing made up 
about 27 percent of total private 
fixed investment and mortgages 
accounted for a fourth of the pri
vate funds advanced. 

Residential construction made 
an impressive rebound from the 
[969-70 housing recession. From a 
ow point in May 1970, housing 
starts (adjusted for irregular and 
seasonal changes) had increased 
93 percent by the time building 
Bached its peak in February 1973. 

ut despite the current general 
e~onomic expansion, another de
hhne in residential construction 
as set in. The extent of the fall 

Will depend to a large extent on de
velopments in mortgage markets. 

CYcles and disintermediation 

~esidential construction tends to 
e countercyclical. In all six of the 

brevious postwar slowdowns, home 
Uilding turned down well ahead 

of the peak in the business cycle 
and began picking up before re
hOvery in the rest of the economy 
ad begun. 

. This countercyclical movement 
IS largely the result of fluctuations 
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in the availability of mortgage 
credit. Without credit, most people 
cannot buy a house or invest in 
income property. The amount of 
new housing that can be built, 
therefore, depends on the extent 
to which long-term mortgage funds 
are available. 

The availability of mortgage 
credit is highly sensitive to move
ments in interest rates. In times of 
economic expansion, short-term in
terest rates usually rise relative to 
long-term rates-a movement in 

response to increases in credit de
mands and the restraining influ
ence of monetary policy typical of 
such periods. Under such circum
stances, mortgage funds tend to 
become scarce. Conversely, as the 
pace of economic activity slows 
and monetary restraint is relaxed, 
credit demands subside, short-term 
yields fall relative to long-term 
rates, and mortgage credit becomes 
more available. 

This response of mortgage avail
ability to movements in short and 

A rapid rise in short-term interest rates ... 
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. . . results in reduced deposit inflows to mortgage lenders . . . 
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long-term interest rates stems 
largely from institutional arrange
ments surrounding mortgage mar
kets. Most funds for long-term 
financing of residential construc
tion come from depository-type 
financial intermediaries-savings 
and loan associations, commercial 
banks, and mutual savings banks. 
Together, these three types of in
stitutions held more than 88 per
cent of the residential mortgage 
debt in the hands of financial in
stitutions at the end of 1972. 

Depository institutions depend 
mainly on time and savings depos
its for the funds they use in ac
quiring mortgages. Most of these 
liabilities are issued under what 
are, in effect, instant repurchase 
agreements. For example, when 
these institutions increase offering 
rates to attract new funds, the 
higher rate must also be paid on 
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existing deposits. And the average 
cost of all funds held by such in
stitutions rises by the amount of 
the increase in the marginal cost. 

By contrast, most of the mort
gage assets these institutions hold 
are long-term contracts with fixed 
yields. And when interest rates are 
rising, yields on new contracts are 
higher than those on older con
tracts. As a result, the average re
turn on all mortgage holdings rises 
less than the increase in the yield 
on newly made mortgages. And in
stitutions specializing in mortgage 
lending find the average cost of 
their short-term liabilities rising 
faster than the average rate of re
turn on their long-term assets-a 
problem compounded by the fact 
that during cyclical periods of ris
ing interest rates, short-term rates 
tend to rise faster than long-term 
rates. 

r 

As margins between the cost of 
funds and the return on assets nar
row, these institutions become less 
willing to raise offering rates on 
their deposits to attract and hold 
funds. And under these conditions, 
institutions specializing in mort
gage lending tend to lose funds to 
institutions with more diversified 
asset portfolios. 

Diversified lenders have port
folios of shorter average maturities 
that turn over much quicker. As a 
result, when interest rates are ris
ing, the average return on their 
portfolios increases much faster 
than that of mortgage specialists, 
placing them in a better position to 
increase the interest rates they 
pay on deposit-type liabilities. 

Regulations limiting the yields 
that can be offered on time and 
savings deposits help prevent the 
flight of funds from one intermedi
ary to another. But interest rates 
on short-term securities can also 
fluctuate in response to market 
changes. And when the spread be
tween interest rates on marketable 
securities and regulated yields 
widens, funds are diverted from 
deposits at intermediaries into 
market instruments. This is disin
termediation. And since a signifi
cant portion of the diverted funds 
would otherwise be used for mort
gages, this development slows 
housing starts. 

With credit demands increasing, 
short-term interest rates have been 
rising since early last year. And 
although deposits at financial in
termediaries have reached record 
levels, new savings inflows-which 
provide most of the residential 
mortgage funds for additional 
home building-have begun to slow. 

To keep disintermediation frorn 
becoming as severe as in 1966 and 
1969, several regulatory changes 
have been made. Maximum yields 
that thrift institutions can offer 
on time and savings deposits have 



been raised. New types of time de
posits have been introduced. And 
the minimum denomination of 
Treasury bills has been raised from 
$1,000 to $10,000. 

But some diversion of funds has 
already taken place. Mortgage 
funds were reported scarce in some 
areas as early as last May. And res
idential building is on the decline. 

There is some question, however, 
as to what will be the extent of the 
decline. The housing recession in 
1969-70 was not as severe as the 
tightness of credit markets would 
have suggested. Inflows of savings 
to mortgage lenders dropped more 
Sharply than in 1966-67, but mort
gage lending and housing starts 
held up much better. 

-

Two factors helped dampen the 
slowdown in housing. One was the 
increased support of mortgage 
markets by Government and quasi
governmental agencies. The other 
was that overbuilding was not as 
excessive in the period just before 
mortgage credit became scarce. 

Government can help ... 

Since mortgage lending tends to 
decline as funds are diverted from 
financial intermediaries into secu
rity markets, one solution has been 
to supplement the funds available 
for mortgage lending through 
sale of securities by Government
sponsored housing credit agencies. 
The funds they raise can be used 
to buy existing mortgages from pri-

... the making of fewer mortgage loans ... 
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NET CHANGE IN 
MORTGAGE DEBT 
OUTSTANDING 
AT FINANCIAL 
INSTITUTIONS 
(3-QUARTER 
MOVING AVERAGE) 

mary issuers-providing, in turn, 
funds that can be used to make ad
ditional mortgage loans. 

Institutional changes initiated 
after the 1966-67 housing reces
sion have expanded the scope of 
the secondary mortgage market. 
Until 1968, the Federal National 
Mortgage Association (FNMA) 
operated under the federal budget, 
providing a secondary market for 
FHA and V A mortgages, special 
assistance to certain public housing 
programs, and management and 
liquidating services for certain debt 
obligations in which the Govern
ment had an interest. But with 
passage that year of the Housing 
and Urban Development Act, 
FNMA became a privately owned 
organization, responsible only for 
the first of the three functions. 

Free from direct Government 
budget constraints, FNMA sec
ondary mortgage operations ex
panded. During the 1969-70 slow
down, the agency bought $9.2 
billion in FHA and V A mortgages. 
That was about 23 percent of the 
net increase in total residential 
mortgage debt over those years, 
compared with purchases amount
ing to 17 percent of the net in
crease during the 1966-67 decline. 

With the Emergency Home Fi
nance Act of 1970, FNMA was also 
given authority to deal in conven
tional mortgages. Although very 
little of its operations have been 
outside the FHA-VA area so far, 
this extended authority gives the 
agency much greater potential for 
providing funds in the secondary 
mortgage market. 

At the same time that FNMA's 
secondary market operations were 
placed under a separate and pri
vate organization, the Government 
National Mortgage Association 
(GNMA) was created to continue 
the special assistance and manage
ment and liquidation functions. In 
some cases, G NMA buys mort-
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· . . and less residential construction 
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gages from nonprofit sponsors of 
low-income rental housing at a 
face value higher than the market 
would carry, thereby allowing an 
interest subsidy on this housing. 
The mortgages are then resold to 
FNMA at a lower price-under a 
program known as the Tandem 
Plan-which permits FNMA to 
earn the going market yield on the 
mortgages. By this device, the 
Government's cash outlay in sup
port of such housing is reduced to 
the difference between the face 
value of the mortgages and the 
lower price paid by FNMA. 

An important variant of the plan 
came into use in 1971, when it was 
extended to include certain FHA 
and VA loans on single-family 
structures. Since interest rates on 
these Government-underwritten 
loans are administered, they tend 
to lag behind rising yields on 
comparable market instruments. 

Under these circumstances, lend
ers require that sellers pay a dis
count before they will make an 
FHA or VA loan. And as this dis
count-called points-is often passed 
on in the form of a higher selling 
price, it adds to the initial cash 
outlay required to purchase the 
house under one of these programs, 
discouraging their use. 

Through the Tandem Plan, how
ever, the seller can be granted a 
subsidy that reduces the cost of 
points. Although use of the plan 
for FHA and V A loans was sus
pended earlier this year when max
imum allowable interest rates on 
Government-backed mortgages 
were increased, its application to 
FHA mortgages was reinstated in 
September. Under the reopened 
plan, $3 billion will be made avail
able to support new construction. 

Another source of support is a 
mortgage-backed securities system 

... 
created at the same time as the 
new FNMA and the GNMA. 
Under this program, GNMA guar
antees the payment of interest and 
principal on securities issued by 
approved mortgage lenders and 
backed by pools of FHA and VA 
mortgages. Sale of these securities 
opens new channels of funding for 
mortgage markets, attracting in
vestors that do not ordinarily pur
chase mortgages directly. 

Most of the securities issued 
under this program have been of 
the pass-through variety-meaning 
purchaser receives principal and 
interest payments as collections 
are made on the pool of collateral 
mortgages. Almost $2.7 billion of 
these securities was sold last year. 

I t is also possible for FNMA and 
the Federal Home Loan Mortgage 
Corporation (FHLMC) to issue a 
bond-type security under this pro
gram. With this arrangement, the 



buyer receives an annual interest 
payment and the principal is re
turned when the security matures. 

Support of mortgage markets 
from the Federal Home Loan 
Bank System (FHLBS) has come 
largely through advances from 
Federal Home Loan banks 
(FHLB) to their member savings 
and loan associations. These loans, 
made possible by the sale of securi
ties, provide member associations 
with funds beyond those obtained 
from deposit inflows. But the use 
of advances to maintain mortgage 
lending over periods in which de
posit growth slows has been ham
pered. Some S&1's try to repay 
advances early, rather than seek 
new mortgages, when deposit flows 
begin to improve. 

With its growing concern for the 
stability of residential housing in 
recent years, FHLBS has moved to 
discourage early repayments and 
to keep more funds available for 
Use in mortgage markets. The 
Emergency Home Finance Act of 
1970 provides both for subsidies to 
lower interest costs on FHLB ad
vances and for penalties on early 
repayments. 

While these provisions of the act 
tnay make the use of advances 
tnore effective in stabilizing mort
gage markets, there remains a 
Problem of enco/-lraging some 
8&1's to use FHLB advances. As 
a result, the 1971 legislation also 
~rovided for the creation of the 

ederal Home Loan Mortgage 
Corporation. This corporation 
wholly owned by FHLB, was ' 
created to provide a secondary 
tnarket for conventional mort
gages. But the new agency was 
also given authority to buy and 
~:U FHA and VA mortgages. And 
~ can deal with any Government
InSUred financial institution. 
h B~ March 1973, the FHLMC 
. ad Invested more than $1.8 billion 
In home mortgages. Much of this 
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was in the outright purchase of 
mortgages. But the agency can also 
participate in loans by purchasing 
an interest in pools of conventional 
mortgages. 

Development of secondary mort
gage markets through the exten
sion of Government-sponsored 
credit programs can undoubtedly 
be expected to strengthen primary 
mortgage madcets and, hopefully, 
prevent some mortgage credit re
duction in tight money periods. 
Keeping the lifeline of mortgage 
credit open is necessary to limit 
the severity of declines in residen
tial construction. But as the last 
two housing declines have shown, 
the level of overbuilding is also im
portant in determining how much 
construction will fall as mortgage 
funds become scarce. 

..• offset overbuilding 

The reduction in housing starts in 
1969-70 was a fourth less than in 
the slowdown of 1966-67-despite 
tighter credit markets and faster 
increases in the cost of housing. 
Where starts had been running 
close to 1.5 million a year when 
mortgage credit turned scarce in 
late 1965, they fell to an annual 
rate of less than 1 million before 
construction picked up again in 
early 1967. 

Compared with this drop, the 
downturn in 1969 was fairly mild. 
Starts were running well over 1.6 
million a year when they peaked in 
early 1969. And at the depth of 
the housing recession a year later, 
they were still running close to 1.3 
million. 

A large part of the difference 
was due to the extent to which 
unsold or unrented housing ac
cumuJated in the marketplace dur
ing the period leading up to the 
downturn. With less accumulation 
-or overbuilding-in the period just 
before the 1969-70 housing reces
sion, the drop-off in construction 

when mortgage credit became 
scarce was not as sharp. 

Overbuilding of rental units 
(mostly multifamily housing) be
fore 1966 was evidenced by high 
vacancy rates-a 7.5-percent aver
age for the four quarters preceding 
the decline. And with residential 
construction increasing sharply 
after the slowdown, it might have 
been expected that the vacancy 
rate would continue high. But by 
then, demand for housing had be
gun to catch up-enough that by 
the end of 1968, the rental vacancy 
rate had dropped below 5 percent. 

The situation was somewhat 
similar in new houses built for sale. 
The inventory of unsold single
family homes in the 12 months 
leading up to the 1966-67 decline 
averaged about six months of sales. 
But in the corresponding period 
preceding 1969-70, inventories 
amounted to 5.4 months of sales. 

Current situation 

The situation today is somewhere 
between conditions in the two pre
vious declines. The phenomenal 
and extended recovery of residen
tial construction from its 1969-70 
recession boosted the rate of starts 
on multifamily structures almost 
70 percent higher in 1972 than it 
had been in 1970. Meanwhile, 
higher land prices combined with 
demographic factors to bring de
mand for apartments to an a11-
time high. As a result, the rental 
vacancy rate advanced only mod
erately, averaging 5.6 percent over 
the four quarters ended in March 
1973. And although the rate was 
rising over this period, apartments 
were not overbuilt like they had 
been before the 1966-67 slowdown. 

Circumstances surrounding 
single-family units, on the other 
hand, are not as bright. The stock 
of new homes started but unsold 
at the end of May totaled 429,000. 
That inventory-28 percent above 
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a year before-represented 7.6 
months of sales. With this backlog, 
the decline in single-unit construc
tion could be more pronounced 
than would otherwise be the case. 

All told-considering the tight
ening in credit markets and the 
size of housing inventories-a slow
down in construction might con
tinue through the latter part of 
next year. But while overbuilding 
has been substantial in recent 
months, the expansion of second
ary mortgage markets should miti
gate the severity of the slowdown. 

-William R. McDonough 
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New member bank 

The First National Bank of La Marque, La Marque, 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 18, 1973, as a 
member of the Federal Reserve System. The new member bank has capital of 
$300,000, surplus of $300,000, and undivided profits of $150,000. The officers 
are: Charles R. Vickery, Jr., President; J. D. Dodson, Executive Vice President; 
Emmett O. Kirkham, Vice President; and George L. Talbert, Cashier. 

New par banks 

The Louisiana Central Bank, Ferriday, 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 Pa;r List on its opening date, October 1, 1973. The 
officers are: Richard A. Campbell, Chairman of the Board; Robert M. Powell, 
Executive Vice President; Purser Raborn, Vice President; and Lucy B. Farmer, 
Assistant Vice President and Operations Officer. 

The Republic Bank of San Antonio, San Antonio, Texas, an insured nonmember 
bank located in the territory served by the San Antonio Branch of the Federal 
Reserve Bank of Dallas, was added to the Par List on its opening date, October 9, 
1973. The officers are: James D. Hughey, President; Ted N. Marosis, Vice 
President (Inactive); and Stanley A. Retzloff, Cashier. 

-
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Tax and Loan Accounts-

Government Balances Managed 
To Avoid Upsetting Money Markets • • • 

-
The Government-like individuals 
and corporations-must maintain a 
cash operating balance for use in 
paying its bills as they come due. 
This requirement is met by the 
:rreasury mainly through its depos
ltS at Federal Reserve banks and 
its tax and loan accounts at com
mercial banks. 

Treasury deposits at Federal 
Reserve banks alone would prob
ably provide a satisfactory mech
anism for handling the flow of 
Government funds were these flows 
n?t so large and subject to such 
wlde swings. The average end-of
month balance in Treasury ac
Counts at Federal Reserve banks 
and commercial banks was nearly 
$9 billion last year, and these bal
ances ranged from a low of $4.8 
billion to a high of $11.6 billion. 
Balances at commercial banks, by 
themselves, accounted for roughly 
4 percent of total demand deposits 
of all commercial banks. 

With deposit levels and changes 
that large, fluctuations in Govern
ment balances could impact se
verely on the nq.tion's commercial 
banks and financial markets. And 
as a.result, the Treasury has had 
to glve attention to matters indi
yiduals and corporations can ignore 
In the conduct of their financial 
aff~irs . For the Treasury to carry 
o~ lts daily business with as little 
disruption of financial markets as 
Possible, the system of tax and loan 
accounts was developed. 

Need for the system 

;here are necessarily large discon
. Inuous transfers of funds involved 
In .Government operations. Re
celpts from individual income 
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taxes, for example, bunch every 
year just before April 15. And cor
porate income tax receipts flow into 
the Treasury quarterly. Receipts 
from other tax sources also tend to 
be somewhat uneven. And since the 
size and timing of Government bor
rowing depend partly on conditions 
in financial markets, borrowing 
operations cannot be carried out 
solely to smooth the cash flow into 
the Treasury. Disbursements also 
do not flow out at the same rate all 
year long. 

Were it not for tax and loan ac
counts, this unevenness-and the 
huge sums involved-could upset 
money and capital markets and 
exert undesirable pressures on the 
normal operations of commercial 
banks. When member banks pre
sent Government checks to Federal 
Reserve banks for payment, their 
accounts are credited and the Trea
sury's accounts are debited. The re
sult is an increase in bank reserves. 

Conversely, when the public 
pays funds into the Treasury, most 
of the payments are in the form of 
checks drawn on commercial banks. 
As these checks are processed 
through Federal Reserve banks, 
the Treasury's accounts are cred
ited and accounts of member banks 
are debited. And the result is a 
drop in bank reserves. 

Use of tax and loan accounts at 
commercial banks moderates such 
shifts in reserves by distributing 
their incidence more evenly over 
time than would otherwise be the 
case. For example, rather than 
funds being transferred from cus
tomer accounts at banks to Trea
sury accounts at Federal Reserve 
banks, with an attendant fall in 

bank reserves, the transfers are 
made instead between Government 
and private accounts at commercial 
banks. In this case, total bank 
deposits-and, therefore, total bank 
reserves-are less affected. 

The Treasury usually tries to 
conduct its operations so that its 
balances are kept as small as pos
sible consistent with its spending 
requirements. And to avoid influ
encing bank reserves as much as 
possible, the Treasury tries to keep 
its balances at Federal Reserve 
banks fairly stable. 

As reductions in its balances at 
Federal Reserve banks require the 
Treasury to draw on its tax and 
loan accounts at commercial banks, 
it tries to schedule calls in a way 
that will be least disruptive to fi
nancial markets and the normal 
operations of the commercial bank
ing system. To the extent that the 
flow of Treasury payments equals 
the flow of its calls on commercial 
banks for funds, there is little net 
change in total deposits and re
serves. That is, since most recip
ients of Government checks de
posit them in their own accounts 
at commercial banks, the net result 
of Treasury spending is simply a 
transfer between Government and 
private accounts on the books of 
commercial banks. 

Development of the system 

The Treasury's system of keeping 
accounts at commercial banks 
dates from World War 1. The sys
tem was initiated in 1917, when it 
became clear that, without such an 
arrangement, the rise in Govern
ment spending in connection with 
the war would impact severely on 
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financial markets. Banks holding 
Treasury accounts have been desig
nated from the beginning as spe
cial depositaries.1 

Banks buying securities under 
the Liberty Loan Act, whether for 
their own account or for the ac
count of a customer, could deposit 
the proceeds in special accounts 
known as war loan accounts. These 
funds, while immediately available 
to the Treasury, would remain in 
the banking system until actually 
needed to meet federal expendi
tures. And once disbursed, they re
turned to the banking system. 

Deposits in these accounts were 
not then subject to reserve require
ments, and banks were required to 
pay 2 percent interest on them. 
But when the Banking Act of 1933 
eliminated the payment of interest 
rates on demand accounts, interest 
payments on Treasury accounts 
were also eliminated. And two 
years later, Treasury deposits 
were also made subject to reserve 
requirements. 

Receipts from the sale of Gov
ernment securities were generally 
small in the 1930's, and little use 
was made of war loan accounts. 
But with the outbreak of World 
War II and another surge in Gov
ernment borrowing, the Treasury 
again made more use of the ac
counts. Total credits to war loan 
accounts soared from $767 million 
in fiscal 1941 to more than $54 
billion in fiscal 1944. 

After the war, Congress broad
ened the use of these accounts even 
further to include certain tax re
ceipts. Beginning in 1948, banks 
were allowed to credit receipts of 
withheld income taxes to war loan 
accounts-an authorization that 
had applied, until then, only to 
Federal Reserve banks. In 1950, 
payroll taxes collected under the 
Social Security program were 

added, and the accounts were re
named tax and loan accounts. 

Other taxes have since become 
eligible for credit to these accounts. 
They include taxes under the Rail
road Retirement Act (1951), 
certain excise taxes (1953), cor
poration income taxes-at first, 
estimated (1967) and, later, all 
such taxes (1968)-and taxes under 
the Federal Unemployment Tax 
Act (1970). 

Accreditation of banks 

Of the 14,048 commercial banks in 
the United States at mid-1973, 
13,401 were special depositaries. In 
1972, the daily average balance in 
these accounts was $5.42 billion. In 
1971, the average was $4.88 billion. 

To be classified as a special de
positary, a bank applies for accredi
tation through the Federal Re
serve bank of its district. Although 
the Federal Reserve bank deter
mines the limit to be set on the 
amount of deposits a bank can 
credit to its tax and loan account, 
the bank's application must show 
the maximum deposits it expects 
to be credited. This maximum is 
based on the payments it expects 
to make on subscriptions for new 
issues of Treasury securities and 
the volume of tax deposits it ex
pects to receive. 

To receive Treasury deposits, the 
bank must pledge certain types of 
collateral against them. The in
struments that can be pledged are 
Government securities, obligations 
of Government agencies and obli
gations guaranteed by the Govern
ment, general obligation bonds of 
state and local governments, and 
various other approved securities. 

With these securities on deposit 
at the Federal Reserve bank, the 
bank designated as a special de
positary can receive deposits of 
qualified tax payments. And when 

applicable, it can credit the tax and 
loan account to pay for purchases 
of certain Treasury offerings. 

The depositaries are divided into 
three groups-A, B, and C. Banks 
with tax and loan accounts so 
small that withdrawals every day 
are not practical are designated as 
either Group A or Group B deposi
taries. Group C depositaries are 
large enough for daily calls to be 
made conveniently on the basis of 
last-minute developments-with 
calls being instructions from the 
Treasury to transfer funds to its 
accounts at the Federal Reserve 
banks. The smallest depositaries, 
Group A, are subject to calls once 
a month. The intermediate Group 
B depositaries are subject to reg
ular calls twice a week-on Mon
days and Thursdays. 

Advantages to the Treasury •.• 

In maintaining tax and loan ac
counts, banks perform several 
functions for the Government 
without charge. The most obvious, 
of course, is the actual servicing of 
accounts-handling debits and 
credits and maintaining collateral 
against changing balances. But 
other functions are also performed 
without cost to the Government. 

One is the sale and redemption 
of savings bonds. Commercial 
banks handled more than 55 per
cent of all savings bonds sold in 
1972. These sales were the result 
not only of banks operating as 
issuing agents in over-the-counter 
sales and as managers of their own 
payroll savings plans but also of 
their assisting other businesses in 
setting up and maintaining payroll 
savings plans. Furthermore, almost 
all payments on savings bonds are 
made through commercial banks. 

Another service is the support of 
subscriptions to Government secu
rities. When banks are allowed to 

1. Like nll Treasury deposits. tax and Jonn accounts aloe held in the name of the pel"SOn cunently serving liS Secretary of the Treasury. 
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purchase new Treasury issues by 
crediting tax and loan accounts, 
they serve essentially as under
writers of the issue, without cost to 
the Treasury. The value of this ser
yice can be estimated by compar
Ing the costless underwriting of the 
November 1972 tax anticipation 
bills with the underwriting of the 
Federal National Mortgage Associ
ation's offering soon after. The as
sociation paid underwriters $2 for 
every $1,000 note sold in connec
tion with its offering of four-year 
securities. On that basis, the Trea
sury's November tax anticipation 
bill financing would have cost about 
$4 million in underwriting fees. 

Other functions performed for 
the Treasury include the handling 
of large volumes of maturing public 
debt and the cashing of large num
bers of Government checks. Banks 
also report large or unusual cur
rency transactions to the Treasury. 

Perhaps the most important ad
Vantage to the Treasury comes, 
however, not from any particular 
fUnction performed by special de
positaries. What is most important 
IS that the Treasury have a system 
that will allow it to conduct its 
o~erations easily and dependably, 
wlth a minimum of impact on fi
nancial markets. 

'" to banks , 
That 95 percent of the commercial 
banks in the United States have 
Treasury tax and loan accounts 
SUggests that such accounts must 
be advantageous to banks. One 
reason for these accounts, in fact, 
has been to give banks an incentive 
to serve as distributors of Treasury 
Securities. 
. This is done by sometimes allow
Ing banks to purchase newly of
~ered Treasury securities by credit
Ing tax and loan accounts with the 
amount of the purchase. When the --

Treasury authorizes such crediting, 
purchases can be made simply by 
a bookkeeping entry. With the 
securities to serve as collateral 
against the increase in the Trea
sury's account, the bank can make 
such a transaction with no initial 
cost other than the cost of the 
funds it must set aside to meet the 
increase in required reserves. In 
effect, the bank is allowed to earn 
interest on the securities without 
giving up an equivalent amount of 
funds until the Treasury draws 
down its account. Even if the bank 
immediately resells the securities, 
it can invest the proceeds and con
tinue to earn interest until the 
Treasury reduces its balances. 

Banks usually subscribe heavily 
to issues that can be paid for 
through credit to tax and loan ac
counts. They took, for example, 
nearly all the Treasury's tax an
ticipation bills offered last year. 

Because of the cost of services 
special depositaries provide with
out charge to the Treasury, returns 
on funds in these accounts are not 
the windfall to banks they might 
appear to be. Twice, the Treasury 
has conducted studies comparing 
the earning potential of tax and 
loan accounts for the banking sys
tem as a whole with the cost of pro
viding the services special deposi
taries perform for the Government. 
Both times, it found costs to the 
banking system very close to the 
revenues generated by tax and loan 
accounts. 2 Computation of these 
costs, moreover, did not include the 
value to the nation of having a de
pendable system for handling the 
Government's commercial banking 
requirements with little disruption 
of money and capital markets. 

... and to the Federal Reserve 
Generally, any system that helps 
moderate fluctuations in financial 

markets contributes to the efficient 
implementation of monetary pol
icy. Use of tax and loan accounts 
moderates the need for Federal 
Reserve System open market op
erations to offset the effects on 
bank reserves of Treasury receipts 
and expenditures. 

Changes in Treasury balances 
in September 1972 give some indi
cation of what might be entailed 
for the Federal Reserve System if 
there were no special depositaries. 
The Treasury's combined cash 
position fell from $3.6 billion at 
the beginning of the month to $1.4 
billion on September 11 and then 
rose again to $9.6 billion by the 
end of the month. 

In the absence of tax and loan 
accounts, these changes would 
have been entirely in Treasury bal
ances at Federal Reserve banks, 
and reserve balances of commercial 
banks would have dropped 6.5 per
cent and then climbed 24.6 per
cent, all in the space of a month. 
An arrangement that allows such 
massive transfers of funds between 
the public and private sectors with
out unduly disturbing the money 
market serves the interests not 
only of the central bank but also 
of the general public. 

2. llC1JOTt on 7'rCaHltT1I 1'aro ,,,,d Loan Account. and R elated Matter . , Treasury De])" .. tmen t, Decembe .. 21, 1964 
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.. . And Eleventh District Data 
Indicate Stabilizing of Deposits 

Treasury tax and loan accounts 
have grown about as fast as other 
demand deposits in the Southwest 
over the past four years. Daily 
average tax and loan balances at 
all member banks in the Eleventh 
District increased from $234 mil
lion in 1969 to $288 million in 
1972-a gain of 23 percent. During 
that time, other demand deposits 
grew at the same rate, rising from 
a daily average of $7.8 billion to 
$9.6 billion. 

In spite of the equality of these 
overall growth rates-holding Trea
sury deposits at a fairly constant 
3 percent of private demand bal
ances-there were wide differences 
in the rates of advance at banks of 
different sizes. From the first quar
ter of 1970 to the first quarter of 
1972-a period in which there were 
no changes in the classification 
of depositaries that might have 
caused misleading shifts in the av-

erage size of deposits-Treasury 
balances at the large Group C 
banks grew less than 9 percent. 
But growth at the intermediate 
Group B banks was more than 36 
percent, and growth at the still 
smaller Group A banks reached 
almost 39 percent. 

By comparison, growth in pri
vate demand deposits varied little 
with the size of banks. Growth 
ranged from about 17 percent at 
Group A and Group C banks to a 
little less than 22 percent at Group 
B banks. Clearly, tax and loan de
posits were becoming a larger pro
portion of total demand deposits 
at the smaller Group A and B 
banks. And they were becoming 
less important at the large Group 
C banks. 

Accounts are variable ... 

To get some idea of the changes in 
the Treasury's balances, day-to-

Classification of depositaries 

day variations in tax and loan de
posits were compared with varia
tions in private demand deposits. 
The comparisons were for 1972. 

Not surprisingly, Treasury de
posits varied most during the five 
months in which tax payments 
were due. On average, they varied 
nearly 172 times more'during 
March, April, June, September, 
and December than during the 
other seven months. 

For the year as a whole, how
ever, tax and loan balances at an 
average bank varied less than the 
total of all other deposits. Where 
daily tax and loan deposits dif
fered from the monthly average by 
$168,000, private deposits differed 
by $683,000. 

This difference in dollar varia
tion is to be expected, of course, 
from the difference in the sizes 
of these balances. With private 
deposits, on average, over 30 times 

-

Special depositaries have been reclassified 
several times since the Treasury's system of 
using three designations was established in 
1955. Although classifications are based gen
erally on the deposit size of banks, they also 
reflect the size of tax and loan accounts. 
The most recent reclassification, made in 
June 1973, reflects the total deposits cred
ited to the Treasury's accounts at these 
banks in 1972: 
• Group A-less than $7.5 million 

As a result of these designations-which 
the Treasury intends to review annually
eight Group B banks in the Eleventh Dis
trict were reclassified as Group A banks and 
18 Group A banks were reclassified as Group 
B banks. Two Group B banks moved into 
Group C, and two Group C banks slipped to 
Group B. These shifts brought the number 
of Group A banks in the District to 1,182, 
the number of Group B banks to 120, and 
the number of Group C banks to 16. 

10 

• Group B-at least $7.5 million but less 
than $80 million 

• Group C-at least $80 million 

-



larger than Treasury deposits, 
any dollar change in tax and loan 
accounts would represent a much 
greater percentage change than 
would a similar change in the 
larger private deposits. 

For that reason, average daily 
changes as a percentage of average 
monthly balances were computed. 
The comparison of this relative 
variation showed Treasury depos
its varying seven times more than 
private deposits. 

Because of differences in the 
institutional arrangements for 
the three classes of depositaries, 
greater variability might be ex
pected at larger banks. Since 
Group A banks are subject to with
drawals from tax and loan accounts 
only once a month and Group C 
banks must be ready for calls every 
day, balances at the smaller banks 
Ought to be more predictable. This 
Would be expected in spite of Trea
Sury intentions to hold the impact 
of daily calls on Group C banks to 
a minimum. Where Treasury bal
ances can rise and fall from day to 

llu' Slness Review I November 1973 

day at Group C banks, they tend 
to build up over the month at 
Group A banks, dropping signif
icantly only on days when calls for 
funds are made. 

But in terms of relative variabil
ity, the difference is not great. 
Taken as a whole, daily balances 
in Treasury accounts at all three 
groups of banks varied, on average, 
by about a third of their average 
monthly balances. 

. .. but still lend stability 

Such wide fluctuations in tax and 
loan accounts cause some trouble 
for bankers in managing funds. For 
example, bankers must be con
stantly alert to collateral require
ments, making sure that swings in 
tax and loan accounts do not cause 
deficiencies or undue excesses of 
collateral. Overall, however, these 
accounts generally accomplish the 
Treasury's aim of smoothing out 
fluctuations. 

In eight of the 12 months of 
1972-including four months when 
tax payments were due-changes in 

private demand deposits tended to 
offset the fluctuations in tax and 
loan balances. A decrease in one 
was, on average, accompanied by 
an increase in the other. In four of 
these months, the average day-to
day fluctuation in total demand 
deposits (private plus Treasury 
balances) was less than the aver
age fluctuation in private demand 
balances alone. In only one month 
was the relative variability as great 
for total demand deposits as for 
private demand balances. 

II 



Federal Reserve Bank of Dallas 

November 1973 

Statistical Supplement to the Business Review 

Total credit at weekly reporting 
banks in the Eleventh District de
clined sharply in tile five weeks 
ended October 24, as a substantial 
reduction in total loans exceeded 
a moderate rise in holdings of se
.curities. A rapid expansion in total 
deposits was accompanied by an 
even greater rise in cash items in 
the process of collecti0n. 

Although most major types of 
borrowers reduced their demands 
for bank credit, the decrease in 
total loans largely reflected a sharp 
decline in demand for business loans. 
Some companies probably found it 
more attractive to borrow needed 
funds in the commercial paper mar
ket. Real estate loans rose slightly, 
but the gain was considerably less 
than in comparable periods of other 
recent years. Consumer loans de
clined slightly. 

Despite a reduction in holdings of 
Government securities, on balance, 
District banks added to their in
vestment portfolios. Holdings of , 
other securities, primarily munici
pal issues, rose more than usual. 

Total deposits expanded sharply, 
as demand deposit inflows accel
erated substantially. Although the 
rise in total time and savings de
posits was less than usual for this 
p.eriod, the volume of large nego
tIable CD's outstanding advanced 
considerably. And District banks 
substantially increased their bor
rowings from nondeposit sources, 
Particularly in the Eurodollar 
market. 

Registrations of new passenger au
tomobiles in the four largest met
ropolitan counties of Texas-Bexar, 
Dallas, Harris, and Tarrant-fell 25 
Percen t in Sept em bel' to a level 2 
Percent lower than in September 
1972. But despite the decline, cu-

mulative registrations for the first 
nine months of this year were 14 
percent higher than in the same 
period last year. Dallas had the 
largest cumulative gain, a 17-per
cent increase. Other cumulative 
gains included Harris County 
(Houston), 14 percent; Tarrant 
County (Fort Worth), 14 percent; 
and Bexar County (San Antonio), 
8 percent. 

Department store sales in the 
Eleventh District were 8 percent 
higher in the four weeks ended Oc
tober 27 than in the comparable 
period last year. Cumulative sales 
through that date were 12 percent 
greater than in the corresponding 
period last year. 

The seasonally adjusted Texas in
dustrial production index advanced 
1.0 percent in September to a level 
7.4 percent higher than a year be
fore . Utilities led all other major 
components of the index. 

In manufacturing, production of 
nondurable goods rose 0.6 percent, 
with increases in leather and textile 
products more than offsetting de
clines in food and paper products. 
Production of durable goods ad
vanced 1.5 percent, despite declines 
in furniture and fixtures. 

The gain in mining reflected a 
3.1-percent rise in the production 
of metal, stone, and earth minerals. 
Crude oil and natural gas output 
was essentially unchanged. After 
declining the previous month, the 
output of utilities was up 2.3 per
cent, as the distribution of electric
ity showed a sizable gain. 

The seasonally adjusted total em
ployment in the five southwestern 
states rose 0.6 percent in Septem
ber, reaching a level 3.4 percent 

higher than a year before. A drop in 
total unemployment resulted in a 
decline in the unemployment rate 
to 4.0 percent, down from 4.1 per
cent in August. 

Nonagricultural employment ad
vanced 0.7 percent. The gain pri
marily reflected growth in non
manufacturing employment, espe
cially hew hirings in construction 
and government. Manufacturing 
employment was up slightly, as an 
increase in durable manufacturing 
exceeded a decline in nondurable 
manufacturing. 

Even though agricultural activi
ties in the Eleventh District aJ.'e 
behind schedule, crop prospects 
remained good to excellent in Oc
tober. Based on October 1 condi
tions, estimates for the District 
states indicated crop production 
this year will advance more than a 
fifth fi'om the 1972 level. 

The wheat crop was up 88 per
cent over 1972, and the grain sor
ghum crop is projected at 29 per
cent larger than a year before. The 
cotton and rice crops are expected 
to be only moderately larger. 

The output of corn, oats, hay, 
peanuts, and soybeans is also esti
mated to be sharply higher than in 
the previous season. And in Texas, 
record or near-record yields of cot
ton, corn, peanuts, and grain sor
ghum are expected to contribute 
greatly to higher output levels. 

Although the number of cattle 
on feed in the District on October 
1 was well above a year earlier, 
production of livestock and live
stock products was off from a year 
before. In the first 8 months of 
this year, the liveweight produc
tion of beef, which accounts for 
more than two-thirds of livestock 
(Continued on bach page) 



CONDITION STATISTICS OF WEEKLY REPORTING COMMERCIAL BANKS 

Eleventh Federal Reserve District 

(Thousand dollars) 

ASSETS 

Federal funds sold and securities purchased 
under agreements to resell. .. 

Other loans and discounts, gross 

Commercial and Industrial loans 
Agricultural loans, excluding CC 
certificates of Interest ........ .. . 
Loans to brokers and dealers for 

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

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

Loans to nonbank financial Institutions: 
Sales finance, personal fin ance, factors, 

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

Real estate loans ................................ . 
Loans to domestic commercial banks 
Loans to foreign banks .... . 
Consumer Instalment loans 
Loans to foreign governments, official 

Institutions, central banks, and International 
Institutions .................... . 

Other loans .. ,,, ....... ,, ............. ....... ,, . .................... " 
Total Investments ...................................... . 

Total U.S. Government securities ........ . 
Treasury bills ..................................... . 
Treasury certificates 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 subdivisions: 
Tax warrants and short-term notes and bills . 
Ait other ........ ................................................. . 

Other bonds, corporate stocks, and securities: 
Certificates representing participations In 

federal agency loans ...................... . 
All other (Including corporate stocks) 

Cash Items In process of collection 
Reserves with Federal Reserve Bank . 
Currency and coin . .,. . ...... . 
Balances with banks In the United States .. 
Balances with banks In foreign countries .... .... . 
Other assets (Including Investments In subsidiaries 

not consolidated) ..... . 

TOTAL ASSETS ..... . 

Oct. 24, 
1973 

884.008 
9,573,591 

4,254,252 

283,607 

860 
49,457 

7,146 
472,506 

135,913 
648,348 

1,372,505 
29,114 
74,717 

1,049,966 

270 
1,194,930 
4,001,172 

962,597 
158,126 

o 

162.008 
487,946· 
154,517 

140,056 
2,627,641 

9,442 
261,436 

1,851,187 
1,217,317 

128,981 
536,294 

15,500 

821,136 

Sept. 19, 
1973 

1,001 ,502 
9,729,332 

4,405,737 

283,442 

851 
46,163 

7,076 
479,036 

145,158 
651,955 

1,367,185 
32,412 
74,151 

1,062,766 

270 
1,173,130 
3,951,594 

975,473 
169,812 

o 

151 ,180 
494,950 
159,531 

128,478 
2,595,067 

8,561 
244,015 

1,433,964 
755,292 
124,102 
446,822 

15,321 

815,253 

Oct. 25, 
1972 

736,011 
8,330,164 

3,672,596 

204,911 

1,323 
78 ,716 

6,658 
455,406 

145,310 
676,471 

1,130,216 
20,434 
30,728 

931,375 

o 
976,020 

3,706,754 

967,462 
141 ,695 

o 

126,522 
501 ,947 
197,298 

21 0,595 
2,284,870 

14,973 
228,854 

1,592,679 
1,054,258 

114,042 
480,253 

12,868 

632,831 

19,029,186 18,273,182 16,659,860 

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federal Reserve District 

(Million dollars) 

Sept. 26, Aug. 29, Sept. 27, 
Item 1973 1973 1972 

ASSETS 
Loans and discounts, gross 18,945 18,719 16,182 
U.S. Government obligations . . ....... ,,, ............. 2,244 2,279 2,326 
Other securities .. ..................... 6,089 6,036 5,255 
Reserves with Federal Reserve Bank .. 1,562 1,435 1,459 
Cash In vault ............. .............................. 350 352 313 
Balances with banks in the United States 1,249 1,194 1,207 
Balances with banks In foreign countrlese . 17 21 15 
Cash items In process of collection .......... " ....... 1,722 1,588 1,655 
Other assetse 1,523 1,514 1,208 

TOTAL ASSETSe ... ... 33,701 33,138 29,620 

LIABILITIES AND CAPITAL ACCOUNTS 
Demand deposi ts of banks . 1,584 1,568 1,683 
Other demand deposits ...... 11,317 11 ,199 10,851 
Time deposits 13,716 13,574 11 ,540 

Total deposits . . . . . . . . . . . . . . . . . . . . . . 26,617 26,341 24,074 
Borrowings ....... 3,394 3,143 2,054 
Other lIabllitlese ........... 1,347 1,327 1,501 
Total capital accountse .............. ,." .. 2,343 2,327 1,991 

TOTAL LIABILITIES AND CAPITAL 
ACCOUNTSe . ........... " ....... 33,701 33,138 29,620 

e - Estimated 

Oct. 24, Sept. 19, Oct. 25, 
LIABILITIES 1973 1973 1972 

Total deposits 13,907,495 13,524,412 12,745,139 ----
Total demand deposits .......................................... 7,039,949 6,700,027 6,968,678 

Individuals, partnerships, and corporations ...... 5,153,170 4,877,827 4,976,566 
States and political subdlvldlons ....... 308,10~ 277,867 399,254 
U.S. Government .. .............. ....... " ................... 150,105 150,032 129,453 
Banks In the United States 1,271 ,848 1,231,179 1,342,919 
Foreign: 

Governments, official Institutions, central 
banks, and International Institutions 3,745 2,972 2,675 

Commercial banks ................. .................... 56,101 49,820 40,532 
Certified and officers' checks, etc . ..... ......... 96,871 110,330 95,279 

Total time and savings deposits ......................... ,' 6,867,546 6,824,385 5,758,461 
Individuals, partnerships, and corporations: 

Savings deposits 1,134,890 1,137,139 1,199,654 
Other time deposits .................................. 3,843,758 3,749,203 3,034,432 

States and political subdivisions ........................ 1,727,898 1,787,378 1,385,663 
U.S. Government (including postal savings) .... 21,437 21,954 22,405 
Banks In the United States ...................... 114,143 103,691 101 ,707 
Foreign: 

Govarnments, official Institutions, central 
banks, and International Institutions ...... 25,400 25,000 13,500 

Commercial banks ... .............................. 20 20 1,100 
Federal funds purchased and securities sold 

under agreements to repurchase ... 2,804,636 2,473,564 1,917,597 
Other liabilities for borrowed money . 321,268 311,161 229,332 
Other liabilities .... . .......................... 570,668 561,304 452,220 
Reserves on loans ...... 168,435 165,814 141 ,276 
Reserves on securities 14,434 14,359 17,806 
Total capital accounts ................... 1,242,250 1,222,568 1,156,490 ----

TOTAL LIABILITIES, RESERVES, AND 
CAPITAL ACCOUNTS . 19,029,186 18,273,182 16,659,860 

DEMAND AND TIME DEPOSITS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of dally figures. Million dollars) 

DEMAND DEPOSITS TIME DEPOSITS 

U.S. 
Date Total Adjusted' Government Total Savings 

1971 : September .. 11 ,571 8,100 318 9,735 2,400 
1972: September .. 12,619 8,933 254 11 ,492 2,744 

October .. 12,866 9,034 264 11,618 2,770 
November .. 12,844 9,321 222 12,009 2,786 
December . 13,439 9,688 289 12,261 2,812 

1973: January ... 13,636 9,802 317 12,501 2,815 
February . 13,270 9,516 379 12,811 2,817 
March . 13,203 9,454 395 13,038 2,848 
April .... 13,237 9,550 331 13,249 2,855 
May . 13,136 9,502 341 13,336 2,859 
June 13,218 9,551 279 13,374 2,884 
July .... 13,259 9,567 261 13,396 2,868 
August.. ...... 12,941 9,492 172 13,507 2,857 
September .. 13,039 9,442 208 13,618 2,854 

1. Other than those of U.S. Government and domestic commercial banks, less cash ItemS 
In process of collection. 

RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of dally figures. Thousand dollars) 

Item 

Total reserves held .. . ....... . 
With Federal Reserve Bank 
Currency and coin 

Required reserves 
Excess reserves . 
Borrowings ..... . 
Free reserves .. 

4 weeks ended 
Oct. 3, 1973 

1,796,089 
1,482,997 

313,092 
1,796,588 

- 499 
151 ,535 

- 152,034 

5 weeks ended 
Sept. 5,1973 

1,795,557 
1,491,421 

304,136 
1,786,515 

9,042 
102,966 

- 93,924 

-4 weeks ended 
Oct 4, 197::'-' 

1,917,856 
1,636,591 

281 ,265 
1,922,933 

- 5,077 
17,205 

-22,28~ 



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

SMSA's in Eleventh Federal Reserve District 

(Dollar amounts In thousands, seasonally adjusted) 

DEBITS TO DEMAND DEPOSIT ACCOUNTS' 

Standard metropolitan 
statistical area 

ARIZONA: Tucson ... .. 

LOUISIANA: Monroe ........... .... . 
Shreveport ........ .. ... . 

NEW MEXICO: Roswell' 

TEXAS: Abilene . . .......................... .. 

~~s~r~I~ .:::::::::::::::::::::::::::::::::::::::::::::: .. 
Beaumont-Port Arthur-Orange ........ .. 
Brownsvilie-Harlingen-San Benito ...... .. ............... .. 
Bryan-College Station ...................... .. 
Corpus Christi .................. .. 
Corsicana' ................................................ . 
Dallas ...... ...... ... ................................................................ . 
EI Paso ................................ . 
Fort Worth ................... ...... .. 
Galveston-Texas City ....... .. 
Houston .......... ... .. .. 
Killeen-Temple .. . 
Laredo .......... ................. .. 
Lubbock .... .. .......... ....... , .. . 
McAlien-Pharr-Edlnburg . 
Midland ....... .. ........ .. 
Odessa ......... .. . ................................................... . 
San Angelo .. . ........ . 

~~~r~~t~_n~~;;iso;; ·::::::::::::: .......................... :::::::::::::: ........ . 
Texarkana (Texas-Arkansas) ............................... ........ ... . 
Tyler .... .................................................... .................. . 
Waco .... ............... .................. . . .... ........ ..... . 
Wichita Falls .. ...... ..................... . .. .......... .. ..... . 

Total-30 centers ......... . ........................... .. 

Sept. 
1973 

(Annual-rate 
basis) 

$14 ,428.007 
4.733.956 

16.751 .077 
1.183.438 
3.302.454 

10,273,554 
16,478.611 
8.263,451 
2,826,714 
1,733.976 
8.515,790 

656.840 
219.675.188 

12.587.146 
31.775.856 
3.711.725 

163.653.245 
2,355.398 
1.616.297 
7.927.686 
3.080.618 
2.573,746 
2.330.233 
2.136.190 

26.971.258 
1.686,371 
1.911 .986 
3,181,037 
4.547.932 
3.539,545 

$584.409.507 

Percent change 

Sept. 1973 from 

Aug. Sept. 
1973 1972 

- 7% 
- 6 

- 15 
- 15 
- 7 

-12 
- 1 
- 6 

1 
- 1 
- 7 
- 1 
- 3 

7 
- 6 
-5 
-2 
- 8 

4 
-11 
-16 
- 11 
-5 
- 4 
-7 

1 
-10 

3 
-7 
- 5 

-4% 

43% 
13 
12 
31 
24 
24 
25 
23 
13 
30 
18 
28 
41 
25 
14 
21 
17 
17 
27 
47 
25 
20 
24 
28 
18 
37 
9 
1 

18 
18 

27% 

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

CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS 

9 months 
1973 from 

1972 

36% 
20 
21 
20 
21 
29 
17 
17 
20 
15 
16 
25 
29 
18 
11 
17 
19 
26 
24 
40 
33 
16 
21 
24 
20 
18 
12 
12 
16 
17 

22% 

Sept. 30. 
1973 

$345.317 
118,223 
328,466 
50,530 

137.467 
226.827 
437.196 
288.129 
123.354 
56,237 

280,284 
39,609 

2,743,763 
315.965 
860,323 
124,644 

3.359,051 
119,560 
67.645 

219,347 
153,419 
164,207 
106,041 
76,614 

874.142 
81,351 
92.302 

125,343 
146,402 
150.223 

$12,211,981 

DEMAND DEPOSITS' 

Sept. 
1973 

41 .0 
39.7 
52.4 
23.5 
23.7 
46.9 
37.3 
28.9 
24.0 
30.3 
29.5 
16.1 
78.0 
39.7 
37.3 
28.5 
49.6 
19.9 
25.0 
35.5 
19.9 
16.1 
22.4 
26.5 
30.2 
20.3 
21.2 
25.6 
29.7 
23.6 

47.7 

Annual rate 
of turnover 

Aug. 
1973 

44.5 
42.5 
60.8 
27.4 
24.4 
54.0 
36.8 
31 .0 
24.4 
30.1 
31.0 
15.8 
77.7 
36.8 
39.8 
29.0 
50.6 
21 .6 
25.8 
38.5 
21 .8 
18.5 
23.8 
26.5 
31 .7 
19.3 
23.5 
24.0 
30.6 
24.4 

49.0 

Sept. 
1972 

32.6 
36.1 
50.4 
20.9 
22.0 
42.6 
31 .3 
25.2 
24.4 
25.8 
27.0 
14.3 
55.9 
33.4 
35.9 
23.8 
45.5 
18.6 
24.7 
28.3 
18.2 
14.4 
17.7 
21.3 
27.6 
16.3 
21.2 
27.3 
26.7 
22.7 

40.2 

(Thousand dollars) 
BUILDING PERMITS 

Oct. 24 , Sept. 19. Oct. 25. 
VALUATION (Dollar amounts In thousands) 

item 1973 1973 1972 Percent change 

Total gold certificate reserves 676.011 374.202 253,152 Sept. 1973 
Loans to member banks .......... 181 .061 185,432 156,944 NUMBER from 
Other loans .................... .... ...... 0 0 0 
Federal agency obligations .... 73.015 65,755 46,824 

9 months. 
U.S. Government securities 3,215,171 3,074,281 3,221,280 

Sept. 9 mos. Sept. 9 mos. Aug. Sept. 1973 from 
~otal earning assets ............................. 3,469.247 3,325,468 3,425.048 

Area 1973 1973 1973 1973 1973 1972 1972 
F ember bank reserve deposits ...... .. ... 1,832.663 1,400.793 1,723,166 

ederal Reserve notes In actual 
2.395,558 2,195.733 ARIZONA circulation ...... .. ........ " ..... .. ... " .... ................... 2,370,621 

Tucson .... 473 4.706 $11.608 $133,799 - 7% 7% -5% 

LOUISIANA 
Monroe-West 

- 38 6 Monroe .......... 41 697 1.965 22,622 22 
Shreveport ........ 485 4.117 8,014 65,738 50 108 42 

TEXAS 
- 49 - 34 40 Abilene ..... 32 625 354 19,398 

Amarillo . 118 1,415 2.337 39,287 - 22 48 65 
Austin ... .. .......... 365 4,375 5.569 184,825 - 80 - 78 - 4 

VALUE OF CONSTRUCTION CONTRACTS 
Beaumont ...... " 176 1.726 9,756 32,676 194 113 42 
Brownsville ...... 68 862 549 22.958 - 90 -29 112 
Corpus Christi .. 171 2.519 6,278 43,411 243 59 -12 

(Million dollars) Dallas ......... ....... 1,733 14,109 33.275 259,696 20 79 - 16 .... Denison .... ...... .. 19 241 914 2.825 1,374 461 16 

Sept. EI Paso .............. 362 4.603 12,779 139,323 -45 - 5 3 
Sept. Aug. July Jan. Fort Worth 326 3.310 5.266 89,679 - 54 - 51 33 

Area and type 1973 1973 1973 1973 1972r 
Galveston .... 33 478 486 7,242 29 - 74 - 28 
Houston . 2.244 23,597 28,115 518,825 - 52 - 22 8 

!'IVE SOUTHWESTERN 8,841 Laredo . 30 382 390 14.714 - 50 - 79 21 
STATES ' ........ ..... ............... 904 1,199 1,005 9.037 Lubbock .... 137 1.393 7,430 57,138 93 - 18 22 
Residential building ........... 385 467 464 4,268 4,457 

Midland ...... ...... 57 713 465 10,669 67 31 -33 
Nonresidential bUlldln?, ... 368 385 318 3,105 2,343 

Odessa ............. 75 957 869 11,434 22 - 7 - 47 
Nonbulldlng construct on .. 152 347 223 1,664 2,041 

Port Arthur ........ 61 880 141 4,712 - 66 - 51 2 

U~TED STATES ................. 8,151 10,303 9.228 77.743 69,246 San Angelo ..... 63 714 817 8.220 - 18 - 3 23 

3.638 4.233 4,224 37.073 34 ,042 San Antonio ...... 1.217 15,898 18.265 187,868 - 26 - 7 6 esldentlal building ............ 
2,991 24.279 20,299 33 329 967 5.112 175 - 1 -17 ~onresldentlal bUlldln~ ...... 2,719 3,241 Sherman 

1.794 2.828 2,013 16,391 14.904 Texarkana ......... 25 446 185 4.875 - 89 - 65 - 18 ~nbulldlng construct on . 
Waco .. ............... 167 1,825 4,148 31 .059 19 37 7 

1. Arizona. Louisiana, New Mexico, Oklahoma, and Texas Wichita Falls .. .. 56 660 2,415 27,471 - 80 319 130 
r - Revlsed -------
~OTE : Details may not add to totals because of rounding. Total-26 cities .... 8.567 91,577 $163.357 $1,945,576 - 30% - 5% 4% 

OURCE: F. W. Dodge, McGraw-Hili, Inc. 



DAILY AVERAGE PRODUCTION OF CRUDE OIL LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT 

(Thousand barrels) 

Percent change from 

Sept. Aug. Sept. Aug. Sept. 
Area 1973 1973 1972 1973 1972 

FOUR SOUTHWESTERN 
STATES .......................... 6,758.3 6,788.2 7,043.5 - 0.4% - 4.1% 
Louisiana ....................... 2,249.8 2,281 .6 2,619.8 - 1.4 - 14.1 
New Mexico 271 .0 271 17 296.5 - .3 - 8.6 
Oklahoma 523.3 536.9 563.6 - 2.5 - 7.2 
Texas ........................ 3,714.3 3,698.0 3,563.6 .4 4.2 

Gulf Coast 732.1 734.1 735.3 -.3 - .4 
West Texas 1,900.0 1,888.8 1,731.4 .6 9.7 
East Texas (proper) 252.5 251.8 250.4 .3 .8 
Panhandle .............. 66.0 65.6 66.9 .6 - 1.4 
Rest of state .. 763.5 757.6 779.6 .8 - 2.1 

UNITED STATES 9,377.1 9,406.3 9,624.9 -.3% - 2.6% 

r- Revised 
SOURCES: American Petroleum Institute 

U.S. Bureau of Mines 
Federal Reserve Bank of Dallas 

CROP PRODUCTION 

(Thousand bushels) 

Five Southwestern States' 

(Seasonally adjusted) 

Thousands of persons 
Sept. Aug. 

Item 1973p 1973 

Civilian labor force .. 9,005.6 8,954.2 
Total employment.. . 8,644.2 8,590.3 
Total unemploymenl.. 361.4 363.9 
Unemployment rate 4.0% 4.1% 
Total nonagricultural 

wage and salary 
employment... .................... 7,135.0 7,086.0 

Manufacturing ... 1,236.9 1,236.1 
Durable ............................ .. 696.7 694.8 
Nondurable 540.2 541 .3 

Nonmanufacturlng .. 5,898.0 5,849.9 
Mining ..... ... 235.2 233.7 
Construction ............ 499.5 490.7 
Transportation and 

public utilities .... 483.9 480.2 
Trade .. 1,702.5 1,694.3 
Finance ... 388.6 385.6 
Service .. 1,162.5 1,157.7 
Governm ent ....... ", ....... " ... 1 ,425.9 1,407.7 

1. Arizona, Louisiana, New Mexico, Oklahoma, and Texas 
2. Actual change 
p - Preliminary 
r - Revised 
NOTE: Details may not add to tolals because of rounding. 
SOURCES: State emlc;>yment agencies 

Sept. 
1972r 

8,727.3 
8,359.1 

368.2 
4.2% 

6,853.2 
1,190.2 

653.6 
536.3 

5,663.0 
231 .6 
461.9 

465.2 
1,633.0 

364.6 
1,114.0 
1,392.7 

Federal Reserve Bank of Dallas (seasonal adjustment) 

Percent change 
Sept . 1973 from 
Aug. ~m 1973 

0.6% 3.2% 
.6 3.4 

-.7 - 1.8 
2_.1 2_,2 

.7 4.1 

.1 3.9 

.3 6.6 

C ·2 .7 

.8 4.1 

.6 1.6 
1.8 8.1 

.8 4.0 

.5 4.3 

.8 6.6 

.4 4.4 
1.3% 2.4% 

TEXAS FIVE SOUTHWESTERN STATES' 

1973, 1973, INDUSTRIAL PRODUCTION 
estimated estimated 

(Seasonally adjusted Indexes, 1967 - 100) Crop Oct. 1 1972 1971 

Cotton' 4,779 4,277 2,614 
Corn ........ . 60,800 39,560 44,160 
Winter wheal.. 98,600 44,000 31,416 
Oats .. 26,650 9,720 5,994 
Barley 3,510 1,980 1,320 
Rye ........ . 648 630 378 
Rice' ................ 22 ,040 22,122 23,868 
Sorghum grain . 421,600 319,780 303,004 
Flaxseed .. 80 165 70 
Hay' 5,230 4,109 4,114 
Peanuts5 533,800 480,455 366,795 
Irish potatoes' .. 2,991 3,182 3,299 
Sweet potatoes' . 665 813 788 
Pecans' .... ....... . 23,000 75,000r 24,000 
Soybeans ............ 11,475 5,460r 2,781 

r-Revised 
1. Arizona, Louisiana, New Mexico, Oklahoma, Texas 
2. Thousand bales 
3. Thousand hundredweight 
4. Thousand tons 
5. Thousand pounds 
SOURCE: U.S. Department of Agriculture 

production, was slightly lower 
than in the same period last year, 
Milk, pork, broiler, egg, and wool 
output was down from 1972 levels, 
but production of turkeys, lambs, 
and mohair increased. 

The index of plices received by 
Texas farmers and ranchers fell 
slightly in the month ended Sep
tember 15 but was 61 percent above 
a year earlier. Prices of cotton, pea
nuts, rice, sorghum, and wheat 

Oct. 1 1972 1971 -6,470 6,140 4,053 Sept. Aug. July Sept. 
73,493 52,795 55,241 Area and type of Index 1973 1973 1973 1972 

281 ,721 150,115 119,825 
35,Q88 16,149 12,001 

TEXAS 21 ,196 19,334 26,300 131.6 
2,046 1,890 1,158 Total Industrial production 141 .3 140.0 137.0r 

133.4 
43,845 42,089 43,704 Manufacturing .. .................... 146.0 144.5 141 .9r 

143.9 
487 ,785 378,218 366,400 Durable . 161 .3 159.0 157.0 

125.9 
80 162 70 Nondurable 134.9 134.1 131 .1r 

Mining 125.4 124.8 119.4r 122.1 
11,959 9,94 10,303 .................. , ...... 

150.4 
815,740 743,566 602,315 Utilities .. 158.9 155.4 157.5r 

6,317 6,665 6,810 UNITED STATES 
117.6 3,640 4,113 3,763 Total industrial production 127.4 126.5 126.7r 

109,000 99,300r 75 ,200 Manufacturing .. 126.9 125.9 126.6r 117.0 
55,271 47,371 r 45,742r Durable ....... 123.7 122.5 123.5r 11 1.6 

Nondurable . 131 .6 130.8 131 .0r 124.8 
Mining 113.2 112.4 111 .1r 110.8 
Utilities 157.5 154.9 154.7r 146.4 

p - Preliminary 
r- Revised 
SOURCES: Board of Governors of the Federal Reserve System 

Federal Reserve Bank of Dallas 

showed significant gains, but nearly 
all livestock prices and most vege
table prices fell. Nationally, both 
crop and livestock prices declined, 
resulting in an overall monthly 
drop of 8 percent. 

The index of prices paid by all 
farmers and ranchers was off 
slightly in the month ended Sep
tember 15 but was 17 percent above 
September 1972. Feed and stocker 
livestock prices fell sharply, more 

than offsetting higher prices for 
seeds, machinery, and fertilizer . 

Cash receipts from farm market
ings in the five District states 
through August of this year rose to 
over $6 billion-35 percent more 
than for the same period last year. 
Although farm prices have weak
ened since mid-September, they re
main well above year-earlier levels. 
As a result, the District should post 
a record farm income this year. 




